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ABSTRACT

Daily deal sites are e-commerce businesses that offer deep discounts (e.qg.,
50%, 90%) for products and services to consumers through local service providers.
These sites increase consumer’s buying power and attract more customers for local
service providers. The fact that most deal sites keep half of the revenue from each
consumer makes this model unprofitable for service providers. To increase the
viability of this business model, after purchasing from deal sites, consumers would
need to repurchase at full and/or different discount rates from service providers and
generate positive Word of Mouth (WOM). For that aim, three studies were
conducted. The first study is a survey conducted in Turkey, which examines the
consumer motivations based on McClelland Need Theory. The results revealed that
need for achievement affects deal purchases while need for group affiliation drives
the intention to repurchase at full price and need for power increases the generation
of WOM. The second study addresses consumer motivations through a multi-
method approach, combining in-depth interviews with an experimental study. The
results revealed that price discount and distance are key action variables that
managers can control in order to give fewer discounts and make higher profits.
Moreover, consumers with a high need for achievement are more likely to generate
WOM, while those with a high need for affiliation create more electronic WOM
(eWOM). The third study is an experimental study, which reveals that satisfaction is
a primary driver for repurchase and WOM. Furthermore, consumer characteristics
as coupon proneness and price quality schema are key characteristics for both deal

sites and service providers.



OZET

Firsat siteleri, tiiketicilere yerel servis saglayicilar aracilifiyla gesitli iiriin ve
hizmetleri, derin indirimlerle (6rnegin,% 50,% 90) sunan e-ticaret igletmeleridir. Bu
siteler hem tiiketicinin alim giiclinii artirmakta hem de yerel hizmet saglayicilari i¢in
daha fazla yeni miisteri cekmektedir. Firsat sitelerinin tiiketicinin servis saglayiciya
verdigi gelirin yarisini almalari, servis saglayicilar i¢in bu modeli karsiz hale
getirmektedir. Bu is modelinin devam edebilmesi i¢in tiiketicilerin firsat sitelerinden
satin aldiktan sonra, tam fiyatindan ve/veya farkli indirim oranlari ile servis
saglayicilardan yeniden servis satin almasi ve kulaktan kulaga pozitif pazarlama
iiretmeleri gerekmektedir. Bu amacla, ii¢ calisma yapmustir. Ilk calisma Tiirkiye de
uygulanan, McClelland’in IThtiyaglar Teorisine dayal olarak tiiketici
motivasyonlarini inceleyen bir anket ¢aligmasidir. Basar1 ihtiyacinin firsat
sitelerinden indirimli satin almay1, baglanma ihtiyacinin ise indirimsiz yani tam
fiyatindan servis saglayicilardan geri satin almay1 etkiledigi ve gii¢ ihtiyacinin
kulaktan kulaga pazarlamay1 arttirdigini ortaya koymustur. Ikinci calismada
derinlemesine goriisme teknigi ve deneysel bir ¢aligsma birlestirilerek, ¢oklu yontem
yaklagimu ile tiiketici motivasyonlar1 incelenmistir. Indirim oran1 ve servis
saglayicinin tiiketiciye olan mesafesi, yoneticilerin daha az indirim vererek daha
yiiksek kar yapabilecekleri kilit eylem degiskenleri olarak bulunmustur. Ayrica
basari ihtiyaci yiiksek kisilerin her tiir kulaktan kulaga pazarlama ve baglanma
ithtiyaci yiiksek kisilerin ise elektronik kulaktan kulaga pazarlama (¢evrimici)
iirettikleri goriilmiistiir. Ugiincii calisma, memnuniyet degiskeninin yeniden satin
alim ve kulaktan kulaga pazarlama i¢in birincil siiriicii oldugunu ortaya koyan
deneysel bir ¢aligmadir. Ayrica, kupon yatkinliginin ve fiyat kalite semas1 adli
tiiketici 6zelliklerinin hem firsat siteleri ve hem de servis saglayicilar i¢in anahtar

ozellikler oldugu bulunmusgtur.
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INTRODUCTION

Daily deal sites have become very popular with consumers and businesses
alike. This business model took off because it offered a novel way for small
businesses to bring in new customers, consumers to buy products and services at
deep discounts and deal sites to get half of every sale.

Launched in 2008, Groupon is one of the most popular deal sites. After an
enthusiastic two-year period, shares of Groupon fell 82% since its IPO (Swisher,
2010). With consumer enthusiasm holding up (Duryee, 2011), the key success
barrier for the deal sites is to keep local businesses happy. There are contradictory
reports on how profitable deals are to service providers. Many merchants claim
customers who bought deals, spent the bare minimum and never returned, while the
daily deal sites themselves claim the opposite. Unfortunately, there is limited
research about the short-turn profitability of individual deals, and literature has little
to say on the drivers of repurchase behavior of consumers. Long-term profitability
largely depends on deal customers either to repeat purchase at regular prices and/or
engage in positive word-of-mouth (WOM).

In a series of three essays, this dissertation aims to investigate what marketing
professionals should do to get repeat customers and generate WOM after deep
discounts online. In my first dissertation essay, | show what drives customers to buy
from deal sites with deep discounts, to repeat purchase at full price from local
merchants and to generate WOM. In my second essay, | show how utility factors

and consumer motivations affect sales performance of the deal sites and service



13

providers, and how this combination can be turned to an advantage for both parties.
In my third essay, | investigated satisfaction to our utility variables, specific service
categories and price related consumer characteristics. Both deal sites and service
providers benefit from the results. In the next section, | present a synopsis for each of
the three essays.

Essay 1: The Dynamics of Groupon: Repeat Purchase and Word-of-Mouth after the
Deep Discount

In my first essay, | examine what drives customers to purchase online deep deals, to
repurchase at regular price from same service provider and to generate WOM after
taking the deal. We took consumer perspective in an emerging market. The
behaviors of the consumers change depending on the price discount offered, the
distance from the service provider, experienced service quality and consumer
profiles. The survey study reveals how price discounts, distance from home, and
reputation of the local businesses interact to drive sales on Groupon-like sites and
how consumer motivation types such as need for achievement, power and affiliation
drive the repurchase and WOM behavior after the sales. However, consumers who
have high need for achievement often do purchase at regular prices, while consumers
high in need for affiliation are willing to do so in the future. Moreover, consumers
who have high need for power are the ones who generate the most WOM (as long as

they are satisfied with the service quality).

Essay 2: Catch and Release: Which Groupon Customers Will Chatter or Come

Back?
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The second essay uses a multi-method approach to shed light into whether
deep discounts affect long-term profitability of the service providers. In the first
study we took consumer’s perspective, which prepared us for the second study where
we took consumer and service provider’s perspectives to improve the effectiveness
of small businesses. In the first study, we conducted in-depth interviews with
Turkish deal site consumers. Specifically, we investigated the drivers to purchase at
a discount, repurchase at full/discounted prices, and generate WOM. The interviews
pointed to utility factors as price, distance and reputation of the service provider and
to consumer motivations as need for achievement, need to socialize and need for
power that are in line with McClelland Theory of Needs (need for achievement,
affiliation and power). In the second study, we tested with an experiment the causal
relationships that emerged from the qualitative study. We used participants from the
U.S., which we recruited from Amazon’s Mechanical Turk (MTurk). The study was
a 3 (discount level: 35% vs. 50% vs. 75%) x 2 (distance: low vs. high) x 2
(reputation: widely known vs. unknown service provider) between subjects design,
where we have shown Groupon-like deal. The participants filled out the NNAQ
(New Needs Assessment Scale) which consists of three subscales: the need for
achievement, need for affiliation, and need for power scales. Study 2, revealed a
higher likelihood to purchase at discounted rates when the distance between
consumers’ home and service provider decreases and service provider has a high
reputation. Furthermore, purchase likelihood increases when consumers have high
need for achievement or high need for affiliation. Moreover, high (vs. low) need for
achievement consumers are more likely to talk and write about the deals, while high

(vs. low) need for affiliation consumers create more electronic WOM (eWOM) as
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they tend to write more frequently on social media (e.g., blogs, Facebook, twitter,
Instagram).

Essay 3: How Groupon Deal Content Motivates Customers to Purchase?

The third dissertation essay focuses on a broader set of utility variables and
consumer characteristics. In this study, we took the deal sites and service provider
perspectives together. We studied different levels of discount, the reputation of the
service provider, distance and satisfaction as well as consumer characteristics related
to price and coupons. We used participants from the U.S, which we recruited from
MTurk. The study was a 3 (discount level: 35% vs. 50% vs. 75%) x 2 (distance: low
vs. high) x 2 (reputation: widely known vs. unknown service provider) x satisfaction
(high vs. average vs. low) between subjects design, where we have shown Groupon-
like restaurant deal. We preferred the most preferred service category that includes
hedonic and utilitarian benefits for consumers. Price perception, coupon proneness
and price quality schema scales, as well as involvement in the food category scale
were used to measure consumer characteristics. We also controlled consumers’
reference prices and perceived risk to purchase from deal sites. The results provided
evidence of satisfaction role and its interaction with distance, price discount, and
reputation, as well as price-related consumer characteristics on purchase, repurchase
and WOM. Our findings give service providers and deal sites specific
recommendations as to how to price and target the deal to improve purchase, repeat
purchase and WOM generation. If the service provider is reputable the consumer is
more willing to get offers from high distance service providers’ deals. If the service

provider can satisfy their customers, going over 50% discount reduces their
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likelihood of being repurchased. In addition, if these service providers are located at
a low distance from consumer, WOM generation likelihood increases as long as the
service provider satisfies. Coupon proneness is a key consumer characteristic that
deal sites and service providers should seek for as coupon proneness increases
purchase likelihood, while price consciousness does not. Also, coupon proneness
increases WOM about the deal, deal site and service provider. In addition,

consumers high in price quality schema are more willing to repurchase at full price.

By focusing on the repeat purchase behavior after deep discounts, this
dissertation adds to marketing literature in several ways. First, this dissertation
extends previous research on discounts by demonstrating that consumer motivations
that drive to use daily deals and deep discounts are different than traditional coupon
users. McClelland Need Theory and its constructs are used for the first time in
discounts literature. Furthermore, this research adds to WOM literature by showing
the need for affiliation effect on eWOM and need for achievement effect on WOM.
Second, this research contributes to discount literature by combining actionable
utility variables with consumers’ motivations. Third, this dissertation extends
previous research on satisfaction by demonstrating that company reputation,
distance, and discount factor interactions increase repurchase and WOM likelihood.
Finally, this dissertation adds to the consumer price related characteristics literature
by revealing coupon proneness effect on WOM and price quality schema effects on

purchase at deep discount, and repurchase after deep discount and WOM.
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CHAPTER |

THE DYNAMICS OF GROUPON: REPEAT PURCHASE AND WORD-

OF-MOUTH AFTER DEEP DISCOUNTS
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Abstract

Daily deal sites have become very popular with consumers and businesses alike in many
countries. This business emerged so fast because it offered to consumers’ deep
discounts (e.g., 50%, 75%) and to service providers a novel way to bring in new
customers, while the deal providers got half of every sale. This research investigates
what drives consumers to purchase online deep deals from daily deal sites, what are
the factors that motivate them to repurchase and what generates WOM after
purchase and usage. Our survey, conducted in Turkey, revealed that need for
achievement affects deal purchases while need for group affiliation drives
repurchase at full price. Finally, consumers who have high need for power are the

ones who generate the most WOM (as long as they are satisfied with the service

quality).

Keywords: Discount, online deal sites, Groupon, deals, repeat purchase, WOM,

need for achievement, need for affiliation, need for power
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1.1 Introduction

Daily deal sites are “local e-commerce marketplaces that connect local
businesses to consumers by offering goods and services at discounts” (Groupon
2011). Daily deal sites have become very popular with consumers and service
providers since they started operations in 2005. Groupon, one of the dominant daily
deal sites in terms of number of users, reached 52 million active customers in the
first quarter of 2014 and is sharing 59.1 % of the daily deal market share in US
(Statista, 2014). A recent study reported that 32.5 % of all Internet users had
purchased a Groupon deal (eMarketer, 2011). Its sales are forecasted to reach $3.56

billion in 2015, driven in part by an increase in mobile sales (Tode, 2013).

The number and size of deal site companies grew fast after Groupon’s initial
success. Many countries and companies followed suit, including emerging markets
such as Turkey. Turkey is the fifteenth best performing country in the world with
46% internet penetration rate, and 36 million users as of 2012 (Mestci, 2013). The
total market of these deal sites has reached 100 million TL ($50 million) by 2011
and there are more than 200 deal sites in Turkey (Afra 2013). Of the 36 million
Internet users in Turkey, about 7 million are doing online shopping; 3.5 million are
using coupons and services from these deal sites every month (McKinsey and
Company, 2013). Average daily visitors of these sites are 52,000 for Groupon

(Yeniova, 2012).

The economic benefit of the daily deal business is that their growth also
contributes to the growth of Small and Medium Size Enterprises (SME). The

increase in the number and size of SMEs creates new employment areas, which have
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a very important role in the Turkish economy. Deal sites are the new, easy to use,
and investment free opportunities for SMEs. They increase short-term sales instantly
and attract new consumers (Sai, 2014). Groupon Turkey is claiming that they have
alone created a 100 million TL market for SMEs. On the other hand, devoting a large
part of their budget to this channel, SMEs are the major part of deal sites” consumer
base. SMEs need specific guidelines as to which consumers to target, how to
structure online deals, and how to follow-up with first-time consumers to increase

repeat purchase and profitability.

The sustainability of deal sites business model depends on the repeat purchase
behavior and level of WOM generated. Many service providers report heavy losses
from engaging in deep discount activity as it draws mostly first time customers but
not repeat customers (Agrawal, 2011). This creates a challenge for daily deal sites,
as reflected in Groupon’s 22% loss in its stock value after reporting their earnings as
of the first quarter of 2014 (Lappin, 2014). In fact, in 2014, compared to 2011,

Groupon’s monthly visitor number has dropped about 4 million (Statista, 2014).

Previous research on daily deals focuses mostly only on the short-term
profitability of individual deals rather than repeat purchase behavior (Edelman et al,
2010; Dholakia, 2011; Kumar and Rajan, 2012). Besides promoting trials that are
likely to result in repurchase, Groupon sites could also help the profitability of
businesses by enhancing WOM generated by satisfied consumers. However,
previous research does not address whether Groupon sites in fact help with
generating WOM. Groupon itself claims that 22% of consumers repurchase from the

same service provider but Sherr (2010) found no validation for this claim. It is still
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unclear whether it is profitable in the long-term to participate in Groupon deals for a
service provider. Hence, this research addresses focuses on the three drivers of
sustainability for this business model: repeat purchase at discounted prices, repeat

purchase at full prices, and WOM generated by consumers.

Consumer motivations can provide key insights into the likelihood of repeat
purchase at full and discounted prices. Previous research investigated price
promotions with price related consumer variables such as price consciousness, deal
proneness, consumer expectations or consumer perceptions (Lichteinstein et al.,
1993; Kalwani and Yim 1992; Mela et al., 1997; Krishna and Shoemaker, 1991). A
recent study revealed that deal site users are less careful with their personal finances,
are more interested in trying new things and talking about them to influence others,
and are attracted to a deal because it is a deal rather than because of its monetary
advantage (Dholakia, 2010). Therefore, besides price related motivators
psychological needs may also play a role in shaping deal site purchases and WOM

behavior of deal site consumers.

McClelland Need Theory (1987) has a social psychology basis and has been
widely used in the organizational behavior literature. The theory seeks how
personality traits consisting of three different needs (need for achievement,
affiliation, and power) interact with the situation to influence consumer attitudes and
actions. We draw on McClelland Need Theory to explain how consumer motivations
affect the intention to purchase and repurchase from deal sites as well as to generate
WOM. Furthermore, this research also explored the factors related to service

provider that managers can intervene at some degree. Delivering better service
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quality improves customer satisfaction (Hallowell, 1996, p.29) which in turn leads to
repurchase intention and increased WOM (Bagozzi, 1992). We investigate service
satisfaction from service providers and its effect on repurchase and WOM behaviors.
The second factor that previous studies show strong evidence of purchase is
reputation, which is a key determinant of a service provider success (Devlin, 1998)
and of customer retention (Janakiraman and Niraj, 2011). The third factor related to
service provider is geographic proximity effects on choices of brand, place, and
channel (Janakiraman and Niraj, 2011). Hence, we decided to investigate service
satisfaction, reputation and distance to consumer, how they shape repeat purchase

and WOM.

The rest of this article is structured as follows: we start with the theoretical
framework and propose hypotheses regarding consumer motivations. Then, we test
our predictions using data from a survey study conducted in Turkey. The survey
study involves consumers’ purchasing habits, use of service providers, deal site
experiences, motivations, factors that drive them to purchase at discounted prices,
repurchase at full prices, and WOM. Next, we discuss the findings and conclude

with theoretical and managerial implications.

1.2 Purchase, Repurchase and WOM

In order to gain an in-depth understanding of how deal sites affect consumer
repurchase and WOM generation, we integrate findings from two literatures:
discounts and consumer motivations. While the act of purchasing a product,

regardless of whether it is on sale or not, may increase the likelihood of a repeat
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purchase, a discounted price may induce a negative ‘promotion usage’ effect and
increase price sensitivity (Blattberg and Neslin, 1990). For instance, consumers may
fail to repeat purchase at full price because they attribute their purchase to the
discount or the discount may lower their reference price (Winter, 1986). The relative
importance of attributing the purchase behavior to the discount depends on several
factors, such as consumer’s experience with the brand (Ortmeyer and Huber, 1990)
and the depth of the discount. For example, compared to a moderate discount, a deep
discount results in lower full-price loyalty and perceived quality ratings than those
who did not try the brand (Rothschild and Gaidis 1981). A meta-analysis by
DelVecchio et al. (2006) reveals that discounts deeper than 20% hurt post-promotion
preference, especially for services (versus packaged goods). The depth of the
discount (50-99%), the service nature, and the high level of competition are all likely
to reduce repeat-purchase, while a great experience with the service is likely to
enhance repeat-purchase at full price. Indeed, consumers may like the service
experience, but continue to demand a discount for repurchase especially if the initial

discount has lowered their reference price for the service.

The McClelland’s motivation theory (1987) proposes three psychological
motivations: need for achievement, need for affiliation, and need for power. The
need for achievement has been defined as the drive to excel and the efforts to
achieve a set of standards and to do as well or better than someone else (Chusmir
and Azavedo 1992). High need for achievement individuals are concerned with
competition and unique accomplishments (McClelland et.al 1976). They prefer

working on moderately difficult tasks and want to take responsibility for their
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performance (McClelland and Koestner 1992), surpass others (Murray 1938), and
take risks (Gardner 1972). They like feedback about their performance and like to
use money as a measure of their performance (Brunstein and Heckhausen 2008).
They also are more likely to seek out information about new ways of performing
tasks (McClelland 1987) and operate in the most cost-efficient ways (McClelland

1995).

We hypothesize that high need for achievement people derive satisfaction from
seeking promotions, which is a moderately difficult task as it requires finding the
best price for the best service. The monetary gain by the discount may be a measure
of performance for high need for achievement individuals. Drawing on McClelland
Need Theory, we argue that people who have high need for achievement would be
motivated to purchase from deal sites because buying a service at a discounted price

will give them the opportunity to exceed others or even themselves. Thus, we expect:
H1: Higher levels of need for achievement increase purchase at discounted prices.

On the other hand individuals with high need for affiliation establish and
maintain warm and friendly relationships with others, and enjoy situations such as
team activities that stress interdependence and cooperation with others (McClelland
1987; Mehrabian 1970; Mehrebian and Ksionzky 1974). They like to develop
friendships and seek acceptance due to the need to belong (Murray 1938). Groupon
advertises itself as “Collective Buying Power” where individuals are motivated to
enjoy fun services (e.g., restaurants, sport clubs, special events, and classes) in
groups. Consumers who are high in need for affiliation may use these services to

fulfill their affiliation needs. They prefer premium brands to bargain brands because
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they are especially concerned about the impression they make on others through
their purchases (Bushman 1993). We anticipate that in order to keep up the
belongingness in their reference groups, they would still be willing to pay full price
to keep their status. Thus, we propose that individuals who have high need for
affiliation would repurchase at full price to be able to keep their group affiliation. In

short, we hypothesize that:
H2: Higher levels of need for affiliation increase repurchase likelihood at full price.

Need for power represents the desire to influence and control others
circumstances (McClelland and Burnham 1995; Winter 1973). Previous research
characterized power motive with extraversion (Winter et al. 1998). Extraversion
motivates consumers to circulate their experiences on the Internet (Hennig-Thurau et
al., 2004). Individuals with high need for power take leadership roles (Winter and
Stewart 1978), do things in order to draw attention to themselves, and use prestigious
products to draw attention to themselves (Winter 1988). High need for power
consumers who pursue prestige are eager to seek status through consumption
(Winter 1973, 1988, Bell 1998). Hennig-Thurau et al. (2004) indicate that self-
enhancement needs also motivate consumers to circulate their experiences on the

Internet. Hence, we expect that:

H3: Higher levels of need for power increase the likelihood to engage in WOM.

1.3 Service Provider Related Factors

Reputation, Distance, Service Quality and Discrimination
We also wanted to explore factors that previous literature on discounts that

may be relevant in the Groupon context. In order to investigate that we conducted in-
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depth interviews with 6 deal site customers who have recently experienced Groupon
promotions. In-depth interviews revealed that consumers care about the reputation of
the service provider. Service provider’s reputation may be viewed as a customer’s
evaluation that results from customers’ direct previous experience with the service
firm, and/or reputation-relevant information that the customer has received about the
firm (Gotsi and Wilson 2001). This evaluation may serve to the deal site customer as
the guarantee of satisfaction through quality promise.

Another factor that emerged from the interviews was the distance travelled to
the service provider. In fact, physical presence of the service provider is a desirable
component for long-term customer commitment (Ganesh and Reynolds 2000). The
third factor that surfaced in the interviews was service quality. Service quality
increases customer satisfaction that, in turn, positively influences post-purchase
intention (Zeithaml et al.1996, Kuo et al. 2009). The fourth factor that was
mentioned during the interviews was non-discrimination from regular customers
which we could not find evidence in previous literature. We also explored these four

factors in our survey.

1.4 Method

In order to investigate the effect of consumer motivations on purchasing habits,
a survey on consumer motivations and perceptions of the deal, the service, and the
service provider was designed. The study was conducted in the Turkish market,
which currently has more than 200 deal sites and a vibrant user base (Afra, 2013).
Also, Turkey is confirmed by Groupon to be their fifth biggest market in the world

(Dalan, 2010).
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The first section of the survey was composed of an example of a real Groupon
offer and asked the participants to indicate whether they have ever purchased a
service from a deal site before, and if they had, in what category it was, and whether
they had repurchased the service or product. If they repurchased, the participants
were also asked the reasons for purchase and repurchase. In addition, they were
asked which specific deal sites they use, how often they use these sites, which
service categories they purchased, and factors affecting purchase as well as
repurchase. This section was designed to explore the landscape for deal site usage in
Turkey. The second section included questions about service satisfaction, distance
and reputation of the service provider, discrimination from regular consumers and if
they would repurchase. The third section included questions regarding discount rates
that have been chosen by the participants as well as the most preferred discount
rates, their purchase frequency and recency. Finally, participants completed the 15-
item New Needs Assessment Questionnaire (NNAQ, Heckert et al. 2000),
consisting of three subscales assessing the need for affiliation (a =.71), need for
power (o = .89), and need for achievement (o = .88). See Appendix A for the full

survey.

Participants. A total of 295 university undergraduate students participated in
the survey for course credit. 136 of them had purchased from deal sites previously.
Out of 136, 42 purchased only a service, 42 purchased only a product, and 94

purchased both a product and service.
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1.5 Results

Exploratory Results for the Turkish Market

The respondents were predominantly female (80% female; mean age = 21).
Out of 295 respondents, 69 % have average income between 0-1000 TL, 26% have
average income between 1001-2000 TL, 10% have average income between 2001-
4000 TL, 6% have average income between 4001 and more than 10000 TL. Out of
295, 67 % do social activities more than three times a week, 27% do social activities
per week, 6% do social activities once a month or every 2-3 months. Most of the
respondents (83%) are not working. 71% live with families, 23% with friends and

6% live alone.

A non-parametric test, Mann Whitney U test, was conducted to compare the
respondents who have and have not purchased from deal sites in terms of income
levels. Interestingly, the respondents who purchased from deal sites had higher
income on average than the ones who did not purchase. (Mpurchased = 154, Mnot purchased
=137, p =.07, U =9267). However, there is no income difference between the

respondents who repurchased at full price and those who did not (p =.71).

Out of all the deal sites, Grupanya (49 times), Sehirfirsat1 (37 times), Grupfoni
(23 times), and Firsatbufirsat (15 times) were chosen respectively as the most

popular sites that the participants have purchased from (see Figure 1.1).
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Figure 1.1: Popularity ranking of the deal sites.
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A track of all the available services in the most purchased deal sites indicated
that out of 534 purchases, 40% of the purchases were restaurants. While 25% of the
purchases constituted hotel and trips, 23% were wellness, 21% were exhibition and
events. 15% of all purchases belong to other various service categories, while 9%
were classes and 3.5% were sports (see Figure 1.2). When asked about the activities
they would like to see most in the deal sites, 23 % indicated exhibition and events
(e.g., Body works, concerts, shows), 22 % choose hotels and trip, 18% preferred
restaurants, 15% wanted classes and 14% stated wellness services, and 7% decided
on sports. Hence, the difference between the rankings of purchased and preferred

services is likely to denote the lack of availability of some of the services.
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Figure 1.2: Popularity ranking of the purchased services
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A track of all the available discount rates 25% indicated that they would prefer
90-99% discount category, followed by 21% preferring 70-79% discount category.
20% of the respondents desired 50-59% discount category, 13% of the respondents
indicated 40-49% discount category and only 7 % of all discounts were in the 80-
89% and 11 % choosing 60-69% discount category (see Figure 1.3). While there
seems to be a higher preference for higher discount rates, there seems to be
exceptions to this rule at the 60-69% and 80-89% categories. We speculate that the
lack of preference for these categories is due to the lack of existence of these
discount categories on deal sites. Hence, consumers are not used to seeing discounts

at 60-69% or 80-89% levels.



Figurel.3: Popularity ranking of discount rates
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The purchase frequency of the 94 the deal site customers show the following
distribution: Every 2-3 months - 20%; once a year - 20%; every 6 months - 19%;
once a month - 12 %; twice a month - 9%; once a week - 4%;1 or 2 days ago —
The most recent purchase also shows a similar pattern as 2-3 months ago- 20%; a
year ago - 20%; 6 months ago - 19%; a month ago - 12%; two weeks ago - 9%; a
week ago - 4%; 1 or 2 days ago -2%. In summary, recency of the purchases was

equally distributed over the last 1, 3, 6 and 12 month periods.
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In terms of the factors affecting the service purchase at discount from the deal
sites, out of 94 respondents indicated that they purchase for the following the
original price is acceptable low - 73%; the deal site is a known site - 58 %; service
provider is a known company - 50 %, the service is in a category that | am interested
-47%, the recommendations about the deal site - 41 %, the recommendations about
the service provider - 34 %; locations of the service provider - 30 %; advertisements
about the service provider - 14 %; advertisements about the deal site - 8 %; others -2
%. In terms of the factors that drive to repurchase at the original full price from
service provider, they indicated that they would repurchase for the following
motives: The original price is acceptably low - 53 %; risk free since they have
already purchased - 49 %; positive service experience - 42 %; prestigious service -
40%;the service requires repetitions (e.g. laser hair treatments) - 30 %); ease of
payment - 29 %; location is close - 24%; service provider is a known company - 23
%; direct purchase from service provider is easier than purchasing through deal site -

10%; propose new services that | need - 8 %; they follow-up regularly - 7%.

Out of 94, 61% of the respondents thought that the original price of the service
is inflated and 39 % thought that they had a different negative treatment than regular
customers. Most of the respondents (63%) thought they had a similar treatment as

regular customers.

The majority of the participants think the service quality they received was
good (%73). 71.7% of the participants indicated that they purchased their service

from a reputable company. Out of 94 participants, 96 % indicated that they would
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recommend and 88% mention the service provider to others as long as they are

satisfied.
Hypotheses Testing

A logistic regression analysis was performed to investigate the drivers of
purchase behavior. The dependent variable was whether the participant had actually
purchased from a deal site. Purchased is equal to 1 if the respondent purchased from
deal sites and 0 otherwise. Since the dependent variable is discrete, binary logistic
regression is used to estimate the factors which influence purchase behavior. The
independent variable was need for achievement. The logistic regression model was
statistically significant, (3* (293) = 3.671 p < .05). The model explained 1.6 %
(Nagelkerke R2) of the variance in purchase and correctly classified 53.7 % of cases.
Furthermore, when income variable was added as an independent variable to the
model, R? statistics increased and -2 likelihood statistics has dropped from 409.96 to
390.718. The logistic regression model was statistically significant, ¥2 (293) =
10.190, p < .05. The model explained 4 % (Nagelkerke R?) of the variance in
purchase and correctly classified 54.5.0% of cases. Individuals who have higher
income were 2.5 times more likely to purchase. More importantly, individuals who
have higher need for achievement were 1.8 times more likely to purchase. Thus, H1

IS supported.

The effect of the need for affiliation on repurchase at full price was examined

with linear regression analysis. The need for affiliation significantly predicted

repurchase at full price (f=.154, t (92) = 2,297, p < .05). The need for affiliation
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also explained part of repurchase intention (R? = .05, F(1, 92) = 5.27, p < .05); H2 is

supported.

Finally, a linear regression analysis was conducted to explore the effect of
power on WOM behavior. The need for power significantly predicted intention to
generate WOM (/3 power =.154, t (92) = 2.75, p < .05). The need for power also
explained WOM generation (R*= .07, F (1, 92) = 7.54, p <.05). Hence, H3 is
supported. In addition, power (£ =.248, t (85) = 2.54, p <.05), income (=203,
t(85)=1.23 p =. 21), and the interaction of power and income (= -.036, t(85)= -
1.18, p =.23) also had significant effects on WOM generation.

To observe WOM and need for power relationship further, a simple regression
was performed on the WOM and need for power variables where reputation of the

service provider was controlled. The need for power (=.149 t (85) = 2.62, p < .05)

and reputation (= .152, t(85)= 1.46, p = .14) also explained WOM generation (R*=

10, F(2, 85) = 4.81, p < .05). Additional inspection of the regression coefficients

revealed that a model using need for power and service quality in the control to

predict WOM generation showed a main effect of need for power (5 power = .154,

t(87) = 2.74, p < .01; B servicequality = --01 t(87) = -.13, p =.89). The regression model

accounted for 7% of the variance in the prediction of the WOM after deep discount
(R?= .07, F(2, 87) = 3.74, p < .05). Moreover, simple linear regression reveals a

main effect of need for power on WOM when discrimination was a control variable
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case, need for power explains WOM generation partially (R? = .08, F(2, 87) = 3.77,

p <.05). Table 1.1 provides a summary of results.

Table 1.1: Summary of Results

Independent Variables

Dependent Variables

Va Variables

Purchase Repur_chase WOM

Intention

Nach' .05 59
Income .06 37
Nach*Income .01* .56
Naff’ 11 .02*
Naff*Income .10 .10
Npow® 15 .88 .07
Power*Income A2 .83 .03*
Discrimination .05
Npow * Reputation 97 .02*
Npow, Service Quality Controlled .82 .02*
Nach, Discrimination Controlled 13 .87
Naff, Discrimination Controlled .01* 19
Npow * Discrimination
imination a* p <.05 15 .02*

! Nach: Need for Achievement
2 Naff: Need for Affiliation

3 NPow: Need for Power
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1.6 General Discussion

This research gives an overall view of how consumers perceive deal sites in
Turkey and reveals how consumer motivations play a significant role in purchase
and repurchase from deal sites and WOM generation. First of all, we hypothesize
and find that need for achievement motivates consumers to purchase from deal sites.
In addition, we also find an interaction effect between need for achievement and
income indicating that high need for achievement consumers are more likely to make
purchases from deal sites when their income increases. Furthermore, our results
indicate that need for affiliation is an important driver of intention to repurchase. The
effect of need for affiliation increases especially when the service providers do not
discriminate deal site consumers and provide full service regardless of the discount
the consumers got from the deal site. On the other hand, high need for power people

are the ones who are most likely to create the WOM about the service provider.

The exploratory results indicate that restaurants are the most popular deal site
category among consumers. Therefore, deal sites and restaurant owners could
increase their potential consumer base in this category. The respondents who
purchased from deal sites have higher income on average than the ones who did not
purchase. As Groupon and previous research emphasizes the deal sites customers are
not deal seekers, who do not care about quality. They do have money, and care about
the service quality. Once they are satisfied they do like to influence others and
spread the word around about service providers and deal sites. Non-discrimination

from regular customers would drive them to keep purchasing at discount and might
36
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motivate repurchase at full price. At this point we have to highlight that they intend
to repurchase if the original price is acceptably low. Hence, our advice to decision
makers for service providers would be to follow up with these customers and keep

giving them some discounts to lower the original price.

We also explored variables that are within service providers™ control such as
service provider’s reputation, distance, discrimination and service quality. Need for
affiliation has a main effect on repurchase intention when service quality is
controlled. Not surprisingly, the more you can satisfy the consumers, the higher is
the likelihood of getting them back as loyal consumers. However, this is especially
true if consumers have high need for affiliation. The need for power has a significant
effect on WOM when the effect of discrimination is controlled. Additionally, our
results reveal that consumers who have high need for power are more willing to

generate WOM especially if the reputation of the service providing company is high.
Theoretical Implications

The findings presented here provide a novel perspective on prior research that
examines price promotions. To the best of our knowledge, this is the first time that
McClelland Need Theory has been applied to the deep discount context. Our results
indicate that the need for achievement is the major driver of purchasing online.
While getting the best deal at best price is important for the high need for
achievement individuals, getting together with others through deal site activities or
services is more important for the high need for affiliation individuals and they

intend to accept paying full price for this purpose. Moreover, the motivation of the
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high need for power individuals to create WOM is also crucial in spreading the word

about the service provider.

Previous research has not investigated whether consumers perceive any
discrimination from service providers when they purchase through deal sites and
whether this affects their repurchase. When discrimination is controlled, the
intention to repurchase significantly increases especially for consumers who have

high need for affiliation.
Managerial Implications

Our results suggest that the service provider should especially appeal to
consumers who have high need for achievement, affiliation, or power. The need for
achievement motivates to purchase online. Although the effect of need for affiliation
on purchase at discount was not significant, consumers with high need for affiliation
are the ones who have the intention to repurchase at full price. Hence, the service
providers should be able to identify those that have a high need for affiliation and
follow them after their first purchase at discount. In order to be able to identify high
need for affiliation consumers, the managers could conduct an affiliation assessment
questionnaire. Another option would be to prime consumers with the need for

affiliation through direct and online advertising.

Consumers who have high need for power are the ones who are most likely to
generate WOM. Managers should identify and find high need for power individuals
in order to increase referrals. Another action that managers can take in order to

increase WOM is not to discriminate consumers coming from deal sites. This small
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but important detail has a positive effect on the consumers’ attitude for future
behavior and intentions. Another variable we investigated was the reputation of the
company. Once the reputation of the company is controlled, the high need for power
consumers are more likely to generate WOM. Hence, in terms of WOM generation,
service providers who have the best reputation may get the most from using deal

sites.
Limitations and Future Research

The present work suggests several directions for future research. The survey
study is limited by the self-report behavior. Hence, future work may validate the
results using experiments. Our results are also limited by the setting (Turkey) and the
population we used for the survey study (university students). Future work may
replicate the study in other countries and/or using different consumer segments.
Finally, the regression analysis does not obtain significant explanatory power
probably due to the low number of participants (out of 295, only 94 had purchased
service from daily deal sites). Hence, future research should increase the reach to

replicate the results.

Another line of research may aim to identify boundary conditions for WOM
effect. Previous work has showed the effect of reputation on WOM (Hong and Yang
2009, Walsh et al. 2009, Park and Lee 2009). However, our results show that need
for power has an effect on WOM when reputation is controlled but we were not able
to show the direct effect of reputation on WOM. This outcome may mean that
reputation is not an effective variable in deep discount context. Hence, reputation of

the company may be a symbol of power for the consumers to generate WOM and
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WOM is affected by the need for power rather than the reputation itself. Enhancing
our understanding of under what conditions repurchase and WOM happens when

multiple aspects of consumer motivations are taken into account is an important area

for further exploration.
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CHAPTER II

CATCH and RELEASE: WHICH GROUPON CUSTOMERS WILL

CHATTER OR COME BACK?
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Abstract

Daily deal site companies, such as Groupon, are web-based businesses that
offer deep discounts (e.g., 50%, 75%) for products or, most often, services. A key
business question is whether or not and which of, if any, ‘Groupon consumers
repurchase and/or spread positive word-of-mouth (WOM) about the service
provider. This paper addresses this question through a multi-method approach,
combining in-depth interviews with an experimental study. First, interviews explore
consumer motivations to purchase online deals, to repurchase and generate WOM.
Then, an experimental study tests the interview findings. The experiment explores
the motivations of consumers using Need Theory, and tests purchase, repurchase and
WOM behaviors of consumers. The results reveal a higher likelihood to purchase at
discounted rates when the distance between consumers’ home and service provider
decreases and service provider has a high reputation. Furthermore, purchase
likelihood increases when consumers have high need for achievement or high need
for affiliation. Moreover, high (vs. low) need for achievement consumers are more
likely to talk and write about the deals, while high (vs. low) need for affiliation
consumers create more electronic WOM (eWOM) as they tend to write more

frequently on social media (e.g., blogs, Facebook, twitter, Instagram).

Keywords: Deep discount, Groupon, promotions, online deal sites, repeat

purchase, need for achievement, need for affiliation, price, distance, reputation
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2.1 Introduction

Daily deal sites such as Groupon have surged in popularity over the last few
years. Groupon is one of the top ranked deal sites in terms of customer feedback,
business trustworthiness, website popularity and social media presence (Russell,
2014). Groupon serves in 48 countries, earning $2.5 MM in global revenue. As of
October 2013, Groupon’s share of the US daily deal market was 59.1%, Living

Social’s was 16.6% and all others’ were 24.3% (Statistica, 2013).

Groupon’s name is a combination of the words “group” and “coupons”. Deal
sites like Groupon enable small businesses to run campaigns for their products and
services at deep discounts. Deep discounts are discounts far larger than normally
offered, typically more than 50% discount. Potential customers sign up to deal sites
and receive offers by email and/or social networks. Once they like the deal, they
prepay using a credit card. Groupon earns money by keeping about half of the
money the customer pays for the coupon and the other half of the money is deposited
to the service provider’s account. Through this business model, consumers have
enjoyed the pleasure of buying a service or a product at a deep discount, small
businesses have discovered the ease of bringing in new customers through relatively
easy web systems, and deal sites have found a novel and profitable way to generate

income.

At the beginning of 2010, the daily deal business seemed like a very rewarding
business model for all stakeholders. The initial enthusiasm in the business world was

due to the low upfront costs and vast level of traffic generated for the service
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providers. As the first wave of enthusiasm diminished, so did the worth of deal sites.
For example, Groupon lost 22% in its stock value after reporting its earnings in the
first quarter of 2014 (Lappin, 2014). Compared to 2011, 17.03 million visitors from
the US had visited Groupon, up from 13.51 million US visitors in April 2014

(Statista, 2014).

The key success barrier for the deal sites has been to satisfy the party that is
bringing in the money — the service providers. Although coupons bring in new
customers for local service providers, the repeat purchase behavior and WOM
generated through the deals and, therefore, the long-term profitability of the model is
still questionable. Some service providers say that customers who bought deals spent
the bare minimum and never returned (Clifford and Miller, 2012). The decline in this
business model highlights the need for research that explores the dynamics involved
in the generation of revenue. Managers need to know how to bring back consumers
at full price or enhance WOM behavior. Full price means the original price that the
service provider charges the customer before any discount or deal. While service
providers expect to make profits at full prices, deeply discounted prices are
temporary and tend not to be for profit purposes. Therefore, the goal of this research
is to understand why and when consumers purchase the deals offered at these deal

sites and how to enhance repurchase and generation of WOM.

Groupon claims that 22% of consumers repeat purchase from the same service
provider. However, Edelman et al. (2010) found that daily deal coupons are
profitable for a local service provider if the service provider is relatively unknown

and has low marginal costs. In a simulation, Kumar and Rajan (2012) found that loss
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increased as the level of discount offered increased and discounts were even more
detrimental when used by existing customers. Hence, for a service provider, the

profitability of participation in deep deals is still under debate.

Previous research on daily deals mainly focused only on the short-term
profitability of individual deals. The long-term profitability for the service provider
depends on selling services at full price. Thus, it is important to make the distinction
between repurchase at full versus discount prices. In addition, besides promoting
trial that is likely to result in repurchase, Groupon like sites could help the
profitability of businesses by enhancing the word of mouth (WOM) generated by
satisfied customers coming through these sites. However, previous research does not

address whether daily deal sites in fact help with generating WOM.

In the context of price promotions and individual differences, previous
research has mainly investigated price-related variables such as price consciousness
(Lichtenstein et al., 1990), coupon proneness (Lichtenstein et al., 1993), consumer
expectations regarding future prices (Kalwani and Yim, 1992), and consumer price
perceptions as cues (Mela et al., 1999; Krishna and Shoemaker, 1991). Only
Dholakia (2010) has looked into non-price related consumer variables and revealed
that deal site users are less careful with their personal finances, more interested in
trying new things and talking about them to influence others, and attracted to a deal
due to it being a deal rather than a monetary advantage.

Previous literature has neglected to study a main factor, consumer motivations,
in the context of daily deal sites. Motivation, an inner drive that results in goal-

directed behavior such as information search and purchase, can provide key insights
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into the likelihood of repeat purchase at full or discounted prices and WOM
generation. The goal of this research is to examine how consumers’ psychological
needs, rather than price related motivators, affect response to deep discounts. By
exploring repurchase at full versus discounted prices and consumer motivations that
affect WOM generation, this research sheds light into whether deep discounts affect
long-term profitability of the service providers. Specifically, we investigate (1)
consumer motivations (need for power, need for achievement and need for
affiliation) to purchase at a discount, repurchase at full/discounted prices, and
generate WOM and (2) service provider related utility variables (discount,

reputation, distance) that influence purchase and repurchase behaviors.

The remainder of this article is structured as follows. First, we report the
insights from the interviews with deal sites users. The next section explains the
theoretical development and the hypotheses regarding consumer motivations to
purchase, repurchase, and WOM generation. Then, we report the findings from an
experiment that tests the causal relationships that emerged from the qualitative
phase. Finally, an overall discussion of the findings, managerial implications and

potential directions for future research are presented.

2.2 Interviews

The goal of the in-depth interviews was to understand underlying consumer
motivations in the purchase of services and products offered on deep deal sites and

the repurchase of these services from the service providers. Furthermore, interviews
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explored what drive consumers to generate WOM about products or services that

they buy through the deal sites.

In total, 15 interviews were conducted. Nine informants were undergraduate
students who received class participation credit and the other six informants (a
public relations manager, a biochemist, a director of information systems, a former
bank officer and two housewives) were recruited outside the university through
personal contacts. The interviews lasted 30 to 60 minutes. Out of 15 informants, 14

were female, ranging in age from 20 to 38 years old.

Semi-structured interviews were used to provide consistency in discussion
across service categories. The interview structure included the motives behind online
group buying, motivators that encouraged the informants to buy a deal from
Groupon, how they were informed about the deal, the categories of services they
bought, the categories they are interested in, how satisfied they were by the services
they bought, whether they felt discriminated against or not (since they bought the
product or service via a daily deal site), the drivers and their intentions about

repurchase and WOM generation.

2.2.1 Interview Data Analysis

A constant comparative technique (Corbin and Strauss, 1998) was used to
analyze the interview data. First, the transcripts were read and specific themes in the
data were noted. Each discussion was analyzed to identify the different themes that

appeared. Then, common patterns and connections were identified between the first
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set of responses. Data was collected until the point of data saturation was reached.

Data saturation occurs when the researcher no longer hears or sees new information.

2.1.2 Interview Findings

Motivation to Purchase

The first and most frequently mentioned motivation for purchase was price
advantage. As the biochemist explained, “Price is the first item I check. I do check
the original price too, but the first item I check is the discounted price.” Following
these deal sites on a daily basis enables people to develop economically optimized
shopping habits. After discount, the informants indicated that they check the
reputation of the service provider especially in certain categories (e.g., food). As the
accountant indicated, “A restaurant’s brand name is very important. If I don’t know
the restaurant, I don’t go there! I do not trust the hygiene of unknown places.” A
third consideration that emerged from the data is the distance from the service
provider. As the public relations manager mentioned, “The location of the service
provider is very important. We like central, popular, and brand name locations that
everyone know about and can come easily to.” Most of the respondents mentioned
the price, reputation and distance, in that order, as factors that increase the

attractiveness of the deal.

Furthermore, purchasing an online deal appears to have a competition element
as one of the informants describes, “In the office where | work, colleagues and |
sometimes compete about who gets the best deal and we like to talk about it.”

Competition among friends is not the only route through which purchasing a deal
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results in a sense of accomplishment. When asked why the informant purchased a
particular deal, the director simply responded, “There is a sense of achievement; we
paid half of the 5000%$ for a root canal and all treatments were included.” Hence,
competition among friends as well as getting a better deal than others seems to create

a sense of achievement for users of deal sites.

The interviews indicate that socializing with colleagues, schoolmates and
friends also drives individuals to purchase from deal sites. As the accountant
indicated, “It is a great opportunity for me to socialize with my office companions.”
Affiliation with group members is also mentioned by a former bank officer who said
that “It is an opportunity to go out with the groups you belong to. Singles go
together on weekend trips; married couples with kids hang out together for
lunchtime activities.” Table 2.1 provides a complete list of motivations that emerged

from the data.

49



Table 2.1: Basic Motivations to Purchase

50

achievement

Basic
S tes from the Informant
Motivation Quotes fro € Informants
“Even 50% discount is very attractive, and sometimes discount is even
Discount higher.”
“I am a student and I am very concerned with price.
“I am only going to reputable places.”
“Just knowing the name is a very important criterion to purchase.”
“I prefer to purchase only from places I know. I am not purchasing from
Reputation places that I don’t know.
“It is better to purchase from places I know. I am getting nervous if I don’t
know the place. *
“Of course, you want to go to more famous places.”
“The location of the service provider is very important. We like central
locations that everyone knows and can come easily.”
Distance “I choose by looking at its location. I bought the service from a place, where
there were some very cheap breakfast deals, that costs 15 TL for two people.
However, the place was very far, and | did not choose."”
Need for “In the office we do compete sometimes about who gets the best deal

“I am glad that I did not spend extra on shopping and it is on extra sale. |
repeat to myself | made it!

Need for
affiliation

“We started to organize our parties in Suada (island) restaurants, or Taksim
(city center). It is a great opportunity for me to socialize with my office
companions”.

“They purchased collective group breakfast from deal sites. Singles are one
group and married ones are another group. Singles are more prompt and
they might say “let's have a two-day AGVA (seaside) trip. Married ones are
more careful about their finances.”

“Although I'm not very close with that person I say “You purchased and [
purchased too so let's go together.”

“We were more timid in the luxurious places. No one is dealing with
Groupon in upscale places. When you go to those places as a group it is
more convenient.”

Need for
Power

“I'was very keen to have brand products during adolescence. I think I was
less confident at those times. | compensated my lack of confidence with
brand names. Even tissue should be Kleenex brand name. Now quality is
more important.”
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Motivation to Repurchase

Next part of the interview focused on the factors that drive informants to
repurchase at full price from service providers once they have tried a service. The
informants were directly asked if they would repurchase a service that they had
previously purchased from a deal site and what would drive them to repurchase at
full price. 5 out of thel5 informants were very strict on their intention not to
repurchase at full price because of financial concerns or preference for variety.
However, the rest indicated that they have been or would be likely to purchase at full
price as long as full price is not too high. For instance, the public relations manager
indicated that “contrary to what most people think, Groupons are never 50% or
more off. I would repurchase and am repurchasing at full price since | know that
there is only a $10 difference between the deal and original price and I don’t have to
struggle with all the limitations.” If the original price is acceptably low or if the
difference between the original and discounted price is not too high, individuals
prefer the places convenient to them as indicated by a student informant: “I prefer to
go to places closer to my home.”” The proximity affects their decision to repurchase
since they would otherwise have to spend extra time and money for transportation. A
summary of all factors that motivate consumers to repurchase and example quotes

from respondents are given in Table 2.2.

51



52

Table 2.2: Motivations to Repurchase at Full-Price

Motivation Examples
“A dinner worth 50 TL can be at most 20 TL lower.
Pri “Well, once I was asked for an extra tip. I had to listen to the masseur
rice

complaining about deal site customers and low wages. Then finally she
asked me to compensate. Instead of paying extra tips, | might prefer to
repurchase at full price and tip less. It is less restrictive and hassle free.”

Location/ Distance

1l

“The location was awesome.’

5

“The proximity affects my decision.’

Need for affiliation

“I like socializing through deal sites. Once we try with groups and we
like it, we can keep going to the same place even at full price as long as
we have fun.”

Discrimination

“I could go there if [ am not labeled as Groupon customer.”

“I would be very timid if I had been discriminated. It is like 1 got it for
free. It does not fit my personality.”

“If you purchased through deal sites, they make you sit at a different
place especially in Suada. After I realized this, | am not purchasing
anymore from the deal sites.”

Service Quality

“If employees are of good quality then | might purchase at the original
price. The taste of the food, the attention of employees is important. |
don’t want extra attention. I just want standard service quality. If there is
a parking problem, it negatively affects.”

“When service quality is poor | attribute this to the deal site. Because
the deal site is making a deal with the restaurant. The deal site should
have authority and control over the restaurant "

“Quality and the ambiance are very important.”

“Why so cheap? | do ask this question sometimes. There might be
something wrong with it and I do care about the quality. *

“We can pay double if we like it.”

>

“I liked the breakfast, I had beautiful memories. It attracts me again.’

>

“The ambiance was nice with a pretty garden.’

The need for socialization can be stronger than monetary concerns and drive

individuals to repurchase at full price as explained by the Pilates instructor, “I like

socializing or trying new things at low prices. | might go for full price in many of the

restaurants with my buddies but not in other categories.” Notably, the need for
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socialization and affiliation with the group seem to be a driver of repurchase after
experiencing services at low prices.

Discrimination from other customers is an important concern for the deal sites’
consumers. They are so concerned about being treated as a deal site customer that if
they do not experience differential treatment, they are ready to repurchase at full
price. As a student noted, “We went to a hotel for a dinner where we were treated as
a regular customer and | would go there again. If they had treated me as a deal site
customer I would not consider going there again even for free.” For many, they
would not like to be called a deal site customer, because they fear being defined as

bargain seeker and opportunistic.

Along with discrimination, the informants were sensitive to service quality. As
one student responded, “The behavior of the employees is very important. It is even
more important than the price. The food should also be delicious.” The responses of
many informants affirmed the claim that deal sites’ customers are not just deal
seekers with monetary concerns. Some informants, especially students, have
monetary concerns. However, even these students do care about the service quality
as much as employed informants who have fewer monetary concerns. In the next

section of the interviews, the factors that drive WOM generation were examined.
Motivation to Generate WOM

Finally, the informants talked about their motivations to generate WOM. The
first and most frequently mentioned motivation was concern for other users of deal
site. The informants want to guard their relations by providing warnings and

suggestions about the service providers so as to make the service experience pleasant
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for their friends and family. As reported by the accountant, “We also give advice to
each other, such as getting an appointment before buying the deal (to guarantee

availability)”.

Need for achievement seems to also motivate WOM generation. Purchasing a
service at a deep discount and sharing this success story is a great opportunity for
those consumers who like to compete with quantifiable items such as the best service
for the best price. People who manage to purchase the best service or product like to
spread the word about their achievement afterwards. As a student informant stated,
“I tell my friends that I got this for this price. | feel successful and want to tell them
about it. Sometimes, | feel my peers also compete with each other.” Both the
competition and achievement motivations help others get informed about the
discounted product or service.

Deal site customers generate not only WOM but also electronic WOM
(hereafter eWOM). EWOM is defined by Hennig-Thurau and friends as “Any
positive or negative statement made by potential, actual, or former customers about
a product or company, which is made available to a multitude of people and
institutions via the Internet” (2004, p. 39). Since purchase of a service through a deal
site happens in the online world, deal site customers are more likely to communicate
and interact via social media as well. During the interviews, 6 out 15 informants
cited examples of eWOM generation through social media (e.g., posting pictures on
Facebook or Instagram to get liked). As one of the students described it, “I posted
the pictures of my trip to Instagram and I got 60 likes. The next day a lot of students

from other departments came and asked me about the trip, and I liked being
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influential.” The need for power seems to be also a motivator for WOM generation.

Sharing the experience, being appreciated and influential is a way to express their

leadership and power on other consumers. The consumers high in need for power

who got a great service or product like to spread the word to influence other

consumers. More examples of each of these motivating factors are listed in Table

2.3.
Table 2.3: Motivation to Generate WOM

Basic Examples

Motivation

Need for “We have a small community at the office. We do talk to each other about the

affiliation places from where we are taking service.”
“I always ask my friends before purchasing if [ am not familiar with the
service location and service provider. | once called and complained to the
deal site about the service provider. Deal sites should ban some of those bad
service providers who take advantage of consumers or do not fulfill what they
had promised in their ads“
“We were taking each other’s advice and either deciding to go there or giving
up.”
"The color and size of the dress | bought was perfect and | did tell everyone. |
told that | bought this from Groupon and | am very pleased. "

Need for “We also recommend each other the best places we try.”

achievement » . . :

[ do recommend to my friends when it is a service. However, | am not

recommending if it is a product since there is a competition over there.”

Need for “If it is really good, I definitely recommend to my friends and post pictures.”

power

2.1.3 Discussion of the Insights from the Interviews

The interviews point out consumers’ utility factors as discount, reputation of

the service provider, and distance from home or workplace. The findings also point

out to a set of diverse consumer motivations (need for achievement, need to socialize
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and need for power) to purchase from deal sites, to repurchase at full price, and to

generate WOM about the purchases.

The psychological needs that have emerged from the interviews are in line
with McClelland’s Theory of Needs. McClelland's Need Theory (1965; 1971; 1987)
has a social psychology basis and explains how three different needs (need for
power, achievement and affiliation) interact with the situation to influence consumer
attitudes and actions. The need for power reflects a consumer’s desire to have impact
and to be strong and influential (McClelland and Burnham, 1976; 1995). Individuals
with a high need for power take leadership roles (Winter and Stewart, 1978) and do
things to draw attention to themselves (Winter, 1988).The need for achievement
motivates consumers to try to accomplish difficult tasks, overcome obstacles, and to
do as well or better than others (Murray, 1938). High needs for achievement
individuals are concerned with competition and unique accomplishments
(McClelland et.al, 1976). Finally, the need for affiliation promotes cooperation,

reciprocation, and friendships (McClelland, 1985).

Kimes and Dholakia (2011) noted that deal site users would like to talk about
their experience and influence others. Drawing on the insights from the interviews
and the Need Theory, we propose that high need for power consumers’ desire to be
influential would drive them to spread WOM about their experiences since
knowledge about products and services provide them the power to influence others’
decisions (e.g. decision to purchase) through information. Moreover, consumers
who have high need for achievement would be motivated to purchase from deal sites

because buying a service at a highly discounted price will give them the opportunity
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to exceed others and even themselves. In addition, high need for achievement
consumers would be motivated to use WOM to communicate their success stories.
On the other hand, we propose that consumers who have high need for affiliation
would purchase from deal sites to enjoy group activities and would likely repurchase
at full price to be able to keep the group affiliation (although not necessarily
affiliation with the group that initially made the purchase). Since they are concerned
about others’ opinions, they also create WOM content to help their friends or deal

site group as well as the service provider’s brand.
Utility Variables: Discount, Distance and Reputation

Both the interview respondents and past literature point to three deal purchase
drivers related to the deal’s utility: the size of the discount, the physical distance
between the service provider and the consumer (affecting the anticipated cost of
consuming the deal) and the reputation of the service provider (affecting the
anticipated benefits of consuming the deal). We therefore expect a higher likelihood
to purchase the online deal if a) the discount is larger (Neslin and Shoemaker, 1989;
Winer, 1996), b) the physical distance between service provider and consumer is
smaller (Gotsi and Wilson, 2001; Lopez and Poole, 1998; Dierickx and Cool, 1989;
Rose and Thomsen, 2004), and c) the reputation of the service provider is larger

(Bell et al., 1998; Ganesh and Reynolds, 2012).

As to interactions of utility variables, we expect that physical distance
negatively affects the likelihood to purchase the product or service at the full price.

However, since a lower price may compensate for the time and effort needed to go to
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a distant service provider, we expect that the negative effect of high physical

distance decreases as the discount increases.
Consumer Motivations

Monetary savings and utility factors (e.g. distance, reputation) are not the only
factors for consumers to enjoy sales promotions. As the interviews suggest, the
utility factors mostly drive the initial purchase and the relative importance of these

benefits may depend on the psychological needs of consumers.

Extraversion is a personality trait that manifests in outgoing, talkative,
energetic behavior (Thompson, 2008). Extraverts enjoy human interactions more and
participate more in recreational activities such as party games, jokes or going to
cinema (Diener et al., 1984; Argyl and Lu, 1990). Not only do they engage more in
social activities, extraverts like to talk a lot about their activities too. Previous
research indicates that extraversion motivates a generation of WOM and eWOM

(Hennig-Thurau et al., 2004, Yoo and Gretzel, 2011).

Need for power represents the desire to influence and control others and one’s
circumstances. The need to be influential drives the high need for power individuals
to engage more in social activities. Previous research also characterized power

motive with extraversion (Muradian and Swan, 2006). Hence, we expect
H1: Higher levels of need for power increase WOM generation.
Need for achievement

Need for achievement has been defined as the drive to excel, the effort to

achieve a set of standards and to do as well or better than others (Murray, 1938;
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McClelland et.al., 1976; Chusmir and Azavedo, 1992). Need for achievement may
be satisfied when individuals reach and realize hard to achieve goals. Obtaining a
high-priced transaction at a low price may be a considered an achievement and,
therefore, the prospect of a deep discount may motivate high need for achievement
individuals to use deal sites. As the informant bank officer indicated in the
interviews, “In the office we compete sometimes about who gets the best deal.” In
the context of our research, we expect that need for achievement enhances the

motivation to purchase as the discount level increases.

H2a: Need for achievement increases the likelihood to purchase from deal sites at

discounted prices.

Previous studies indicate that extraversion is positively related to achievement
motivation (Elliot, 1999; Hart et al., 2007; Chen and Zhang, 2011). The interviews
also suggest that consumers derive a sense of success from their deal site purchases
and tend to share these success stories with their friends and close acquaintances. In
fact, a student informant indicated, “I feel successful when | buy a service at a deep
discount. I like to share this, especially with my friends”. Therefore, we speculate
that a need for achievement also contributes to the WOM behavior. Formally, we

hypothesize that:
H2b: Need for achievement enhances the likelihood to generate WOM.
Need for Affiliation

Individuals with high need for affiliation enjoy situations such as team

activities that stress interdependence and cooperation with others. They like to
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develop friendships and seek acceptance as well as a sense of belonging (Murray,
1938). Groupon (2012) advertises itself as “Collective Buying Power” where
individuals are motivated to enjoy fun services (e.g., restaurants, sport clubs, special
events and classes) in groups. This is especially true for product categories where
consumption tend to be in groups as indicated by the finance specialist, “My office
mates purchased a collective group breakfast from a deal site. Singles were in one
group and married ones were in another. Singles were more prompt and might say
“let's have a two-day seaside trip. The married ones were more careful about their
finances”. Given the findings from the interviews, we suggest that need for

affiliation enhances purchase at discounted prices.

H3a: Need for affiliation increases the likelihood to purchase from the deal site at

discounted prices.

Consumers high in need for affiliation prefer premium brands to bargain
brands since they seek acceptance through their purchases (Bushman, 1993). We
anticipate that consumers high in need for affiliation would be willing to pay full
prices to keep up their sense of belonging to their reference groups. Hence, we
expect individuals seeking to satisfy their need for affiliation to repurchase services
from service providing companies even at full price to be associated with their
reference groups. As explained by the public relations specialist, “Once we share the
experience with groups and like it, we can keep going to the same place even at full

price as long as we have fun.” Thus, we assert that:

H3b: Need for affiliation increases the likelihood to repurchase at full prices.
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Previous research (Bloemer et al. 2003) revealed that social affiliation is
positively related to WOM communication in a service context. This relationship
also emerges in the interviews as was indicated by accountant “Between friends we
share info about our experiences, and then I or my group of friends decide to go
there or not.” The concern for others motivates consumers to spread the word about

the product or service. Thus, we infer that:

H3c: Need for affiliation increases the likelihood to engage in WOM behavior.

2.3 Experiment

The objective of the experiment was to test the generalizability of the findings

that emerged from the qualitative phase.

2.3.1 Method

Participants. 274 participants from the U.S. were recruited from Amazon’s

Mechanical Turk (MTurk).

Design. The study was a 3 (discount level: 35% vs. 50% vs. 75%) x 2 (distance: low
vs. high) x 2 (reputation: widely known vs. unknown service provider) between
subjects design. Discount level, distance, and reputation were manipulated using a
hypothetical consumption situation. The participants were shown a Groupon like
deal with the discount, company reputation, and distance information (see Appendix
B for the stimuli). The discount was 35%, 50% or 75%. Distance was manipulated
through the time it took the consumers to reach the service provider (10 min vs. 60

min) from their home (Raghubir and Krishna, 1996). As for the reputation
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manipulation, the local service provider was presented as an unknown or widely
known service provider (Bearden and Shimp, 1982). In addition, need for power,
need for achievement and need for affiliation motivations were measured using the

15-item New Needs Assessment Questionnaire (NNAQ, Heckert et al. 2000).

Procedure. The study consisted of four sections. First, the participants
answered general questions about their use of deal sites (the categories from which
they had purchased, the frequency of purchasing services, and the date of the most
recent purchase). In the second section, they read a hypothetical scenario describing
a Groupon deal in the category that they had indicated to be their favorite in the first
section. Participants were randomly assigned to one of twelve scenarios that
involved manipulations of discount, distance, and reputation. The third section
consisted of the measurement of dependent variables. To measure the purchase
likelihood, participants were asked to indicate the attractiveness of the deal on a
seven-point scale (1 = strongly disagree- 7 = strongly agree) and, how likely they are
to accept this offer. Next, participants were asked their likelihood to repurchase at
full price, at half the original discount, at the same discount rate, and at a higher
discount if they did buy and redeem the coupon and were satisfied with the
experience. They were also asked to indicate whether they would repurchase from
other service providers at the same discount and whether they would continue
buying through deal sites. Then participants were asked whether they would talk
(WOM-Talk) or write (tWOM-Write) about their experience, and recommend the
local service provider to others on a scale from 0 to 100 (see Appendix C for the full

list of dependent variables). In the last part of the survey, the participants filled out
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the NNAQ which consists of three subscales: the need for achievement, need for
affiliation, and need for power scales. See Appendix D for service provider company

with a good reputation, 10 minutes away, offering 50% discount scenario study.

2.3.2 Results

Deal Site Usage: 74% (203 out of 274) of the participants were users of
Groupon (people who purchased an item or service from Groupon at least once). The
restaurant (61%) category was the most attractive category followed by product
purchases (43%). 51% (103 out of 274) of the Groupon customers bought deals from
online sites two to three times a year and their most recent purchase happened within
the last two to three months. There were no differences between non-users and users
of Groupon in terms of the results; therefore, the subsequent analysis reports the

results from the combined group.

Consumer Motivations: An exploratory factor analysis (EFA) was used to test
whether three motivation dimensions (need for achievement, affiliation, and power)
came out as separate constructs in the data. The maximum likelihood estimation
procedure was used to extract the factors from the variable data. VVarimax rotational
procedure was chosen to differentiate the original variables by extracted factor.
Examination of scree plot suggested four dimensions including two dimensions for
need for affiliation, one for need for achievement, and another for need for power.
These four factors accounted for 72% of the variance. The rotated factor structure

matrix is shown in Table 2.4.
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Table 2.4: Rotated Factor Structure Matrix for Consumer Motivations

64

Rotated Factor Matrix® ‘ ‘

Factors

1.Need for 2.Need 3.Need for 4 .Need for
Achievement for Affiliation Affiliation
Power Social Individual

| try to perform my best at work. .853

I am a hard worker. .846

It is important to me to do the best .696
job possible.

| push myself to be "all that | can .658
be."

| try very hard to improve my past 718
performance.

I spend a lot of time talking to 744
other people

| am a "people” person. .156

When | have a choice, | try to 489
work in a group instead of by
myself.

I try my best to work alone on a .824
work assignment.

| prefer to do my own work and let 711
others do theirs.

I would enjoy being in charge of a 722
project.

I would rather receive orders than 444
give them.

| seek an active role in the .822
leadership of a group.

I find myself organizing and .748
directing the activities of others.

| strive to be "in command" when .817
I am working in a group.

Extraction Method: Maximum Likelihood.
Rotation Method: Varimax with Kaiser Normalization.
a. Rotation converged in 5 iterations

The two dimensions of need for affiliation could be labeled as social
(motivation to be social) and individual (motivation to work or be in an individual
setting) dimensions. Examples of items from the social dimension are, “I am a
"people" person” and “I spend a lot of time talking to other people” (o =.78).

Examples of items from individual dimension consist of, “I try my best to work
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alone on a work assignment” and “I prefer to do my own work and let others do
theirs” (o =.73). We only took into account the social affiliation dimension that
theoretically fit better with the description of a need for affiliation. The need for
achievement scale consists of five items (o = .88). Examples of items from the
achievement scale are, “It is important to me to do the best job possible” and “I push
myself to be all that I can be”. The need for power scale consists of five items (o =
.86). Examples of items from need for power scale are, “I find myself organizing
and directing activities of others” and “I strive to be in command when | am working
in a group.”

Test of Hypotheses: To test the hypotheses put forth in the study, a set of
(discount: 35%, 50% vs. 75%) x 2 (distance: low vs. high) x 2 (reputation: not
known vs. widely known) ANCOVAs with the main variables of need for
achievement, affiliation and power were conducted on each of the dependent
variables. Also need for achievement (continuous), need for affiliation (continuous)
and need for power (continuous) served as independent variables for all ANCOVAs
below.

Attractiveness of the Deal: An ANCOVA was conducted on attractiveness of the
deal. As expected, discount had a main effect (F(2, 242) = 14.85, p < .001). Follow
up contrasts found that, as predicted, attractiveness of the deal increased from 35%
discount condition (M3s = 3.76) to 50 % discount condition (Msgy, =4.21; p <
.001). The attractiveness increased even more from 50% discount condition to 75 %
discount condition (M7s9, = 5.02; p < .05; see Figure 2.2). Reputation had a main

effect on attractiveness of the deal (F(1, 242) = 32.1, p <.001). Participants in the
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service provider was unknown condition (Mynknown = 3.76) found the deal
significantly less attractive than the ones in the widely known condition (Mwidely known
=4.89, p <.001; see Figure 2.3). Distance had a main effect on attractiveness of the
deal (F(1, 242) = 28.79, p < .001). As predicted, follow up contrast found that
participants in the less than 10 minutes away situation (Mo = 3.83) found the deal
more attractive than the ones who were in the more one hour away condition (Mign
=4.84; p <.001; see figure 2.4).

The discount and distance interaction was also significant (F(2,240) = 6.46, p <
.05). As expected, simple effects analysis revealed that when the service provider is
at a low distance (10 min away from home), increasing the discount level from 35%
discount (Msse, = 4.26) to 50% discount (Msoe, = 5.06) significantly increased
consumers ‘attractiveness of the deal’ (p <.05). However, increasing the discount
from 50% to %75 (M7se = 5.19) does not affect the attractiveness of the deal (p =
.96). When the service provider is at a high distance (60 min away from home), there
IS not a significant increase in attractiveness of the deal from the 35 % discount
(M350, = 3.15) to the 50% discount (Msqe, = 3.35) conditions (p = .91). However, the
increase from 50% to 75% discount (M7se, = 4.95) is significant (p <.05). In the 35%
discount and 50% discount conditions, the difference between low and high distance
conditions’ attractiveness are significant (p < .05). However, in the 75% discount
condition, the difference between low and high distance condition’s attractiveness is
not significant (p >.05). Need for power (p = .1), need for achievement (p = .44) and
need for social affiliation (p = .06) did not significantly affect the attractiveness of

the deal (see Figure 2.1).
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Distance and Discount Interaction Effect on Attractiveness of the Deal
Attractiveness of the Deal
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(see Table 2.5). Discount had a main effect (F(2, 218) = 21.04, p <.001), see Figure

2.2 the effect of discount level on attractiveness and acceptance of the deal.
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Table 2.5. Analysis of Covariance Results for three discount, two reputation and two

distance conditions for acceptance of the deal

2

Source of Variance Mean SD F n
Covariates
Need for Power 2.23 .023
Need for Affiliation 5.51* .010
Need for Achievement 4.74* .021
Main Effects
Discount Conditions ? 21.04 162
35% Discount M=33.19 23.91
50% Discount M= 47.96 29.31
75% Discount M= 60.22 25.44
Reputation Conditions ° 14.57%* .063
Unknown 40.79 28.45
Widely known 53.46 27.20
Distance Conditions ° 18.68** .079
Low 54.33 27.81
High 39.91 26.92
Note: N=274,

 All discount conditions means for acceptance of the deal are significantly different (p<.001).
® All reputation conditions means for acceptance of the deal are significantly different (p<.001).
¢ All distance conditions means for acceptance of the deal are significantly different (p<.001).

Follow up contrasts found that, as predicted, participants in the 35% discount

condition (M3s, = 33.19), the 50% discount condition (Msgy = 47.96) and the 75 %
discount condition (Mvse, = 60.22) reported a higher likelihood of acceptance to
purchase the deal as predicted (both p’s <.001). Reputation had a main effect on
acceptance of the deal (F(1, 218) = 14.57, p <.001). Contrasts found a significant

difference in the acceptance for a deal when the service provider is unknown
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Figure 2.3: Reputation Effect on Attractiveness and Acceptance of the Deal

Attractiveness and Acceptance of the deal
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Distance had a main effect on deal acceptance (F(1, 218) = 18.68, p <.001).

69

Follow up contrast found that, as predicted, participants in the low distance condition

(MLow= 54.33) found the deal more acceptable than the ones who were in the high

distance condition (Migh = 39.91; p <.001; see Figure 2.4).

Figure 2.4: Distance Effect on Attractiveness and Acceptance of the Deal
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Discount and distance interaction was not significant in their effect deal
acceptance (p = .67). Need for power was not significant on acceptance of the deal (p
=.14). Need for achievement had a significant effect (F(1, 218) = 5.51, p <.05) on
acceptance of the deal, supporting H2a. Need for affiliation also had a significant

effect on acceptance of the deal (F(1, 218) = 4.74, p < .05). Thus, H3a is supported.

Repurchase at FULL Price: An identical ANCOVA on the repurchase likelihood of
the service from service provider at full price was tested. Discount level (p = .86),
distance (p =.11), reputation (p = .73), need for power (p = .46), need for
achievement (p = .28) did not have significant effects on repurchase at full price. The
need for affiliation (p = .52) did not have significant main effect on repurchase at full

price, thus H3b is not supported.

Repurchase at HALF the Discount: An identical ANCOVA on the repurchase
likelihood of the service from service provider at half the discount was tested.
Discount (p =. 19), distance (p =. 17) and reputation (p =. 58) were not significant on
repurchase half discount. While the need for power is not significant (p = .09), need
for achievement was significant on repurchase half discount (F(1, 242) = 4.91, p <

.05). Need for affiliation was not significant (p = .5), thus H3b is not supported.

Repurchase at the SAME Discount: Although we did not have a priori hypotheses
about repurchase at same discount rates, we wanted to explore repurchase at the
same discount. Discount (F(2, 242) = 4.37, p < .05) and distance were significant on
repurchase at the same discount from deal site (F(1, 242) = 8.83, p < .05).
Reputation (p = .21) was not significant on repurchase at same discount. But, most

importantly, the three-way interaction between discount, distance and reputation had
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a significant effect on repurchase at the same discount level (F(1, 242) = 3.56, p <
.05; see Figure 2.5). When the service provider is unknown and at a low distance
location, as the level of discount increases the repurchase likelihood of the service at
the same discount increases. The difference between 35% (M = 60.02) and 50%
discount levels (M = 71.58) as well as between 50% and 75% (M = 78.56) discount
levels were not significant (both p’s > .05). The difference between 35% (M3sg, =
60.02) and 75% (Msgg, = 78.56) discount levels was significant (p < .05). When the
service provider is at high distance, the purchase likelihood of the same discount
increases from 35% discount (Msse, 53.88) to 50% discount (Msgy, = 72.99)
significantly (p < .05). Unexpectedly, there was a significant decrease of purchase
likelihood of same discount from 50% discount (Msge, = 72.99) to 75 % discount
(M7s0, = 48.87; p < .05). When the service provider is widely known, and at low
distance, the purchase likelihood of the same discount did not differ significantly
between 35% discount (Msse, = 68.22), 50% discount (Msge, = 79.18), and 75 %
discount (Msse, = 76.77; all p’s > .05). When the service provider is at high distance,
the repurchase likelihood did not differ between 35% and 50% discount conditions
(p > .05). There is a significant increase of purchase likelihood of same discount

from 50% discount (Msqe, = 61.62) to 75 % discount (M7se, = 76.11; p < .05).
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Figure 2.5: Discount, Distance and Reputation on Repurchase Likelihood at the
Same Discount Level
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Need for power did not have a significant effect on repurchase same discount
(p = .16). Need for achievement (F(1, 242) = 4.29, p < .05) and need for affiliation

were significant on repurchase same discount (F(2, 242) = 4.23, p < .05).

WOM Generation: An identical ANCOVA on the generation of WOM
likelihood about the service provider was tested. Discount (p =. 17), distance (p =.
48) and reputation (p =. 77) were not significant on WOM generation. Then need for
power was not significant (p = .78), thus H1 is not supported. Need for achievement
was significant on WOM generation (F(1, 242) = 31.19, p < .001), thus H2b is

supported. Need for affiliation was not significant (p = .45).

An identical ANCOVA on the eWOM likelihood about the service provider
was also tested. Discount (p =. 88) and reputation (p =. 45) were not significant on
eWOM. However, contrary to our expectations, distance had a main effect on

eWOM (F(1, 242) = 4.56, p < .05). Unexpectedly, eWOM generation is significantly
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higher for a service provider at a high distance (M = 5.03) than a service provider at
a low distance (M = 4.47; p < .05). Furthermore, we investigated reputation and
distance interaction on eWOM. The reputation and distance interaction has a
significant effect on eWOM (F(1, 256) = 4.53, p < .05). We did not have an a priori
hypothesis regarding the interaction; however, we explored further into what
happens when consumers engage in eWOM by decomposing the interaction. When
the service provider is unknown eWOM generation is significantly higher for a
service provider at a higher distance (Migh = 5.19) than at a lower distance (Myow =
4.25; p <.05). When the service provider is reputable, the ewOM generation is
almost the same for a service provider at a low (Mgigh = 4.89) and high distance

(MLow=4.89; p = .22; see figure 2.6.

Figure 2.6: Distance and Reputation Interaction on eWOM
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The need for power effect was not significant on eWOM (p =.57). Need for

achievement (F(1, 242) = 3.80, p =.05) , and the need for affiliation (F(1, 256) =
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9.36, p <.05) were significant on eWOM; see Figure 2.7. Thus, H3c is supported

(See Table 2.6 for summary of hypotheses and Table 2.7 for summary of results).

Figure 2.7: Need for Achievement Effect on WOM and eWOM
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Table 2.6: Summary results

of hypotheses

Hypothesis

Result

H1la (Main effect of need for
power)

Higher levels of need for power
increase WOM generation.

Study 2: H1 is not supported

H2a,b (Main effect of need for
achievement)

Need for achievement increases
purchase likelihood (a), and
WOM generation (b)

Study 2: H2a & H2b supported

H3a,b,c (Main effect of need
for affiliation)

Need for affiliation increases
purchase likelihood (a),
repurchase likelihood(b) WOM
generation (c)

Study 2: H3a and H3c are
supported, H3b is not supported

74




75

Table 2.7: Summary of Results

DV Price | Dis Reputa | Achiev | Affili Po | Discount* Distance* Discount*Distance
tance tion ement ation | wer | Distance Reputation *Reputation

Attractiveness .01 .01 .01 44 .07 .10 .03

Acceptance .01 .01 .01 .02 .03 13 03

Repurchase .01 .01 21 .04 .04 14

Same Discount

Repurchase .24 21 .66 .02 .50 .09

Half Discount

WOM A7 .48 N .00 .45 .81

eWOM .88 .03 45 .05 .01 .56 .03

2.3.3 Discussion of Experiment Results

Discount, reputation of the service provider, and distance from the service
provider affect the likelihood to purchase from online deal sites. As the level of
discount increases, so does the attractiveness of the deal. Reputation of a service
provider also affects the attractiveness of a deal. Deals from known companies were
evaluated as more attractive than deals from unknown companies. In addition, as the
distance from the service provider decreases, consumers are more likely to find the

offer attractive.

More importantly, there is an interaction between discount level and distance
that affects deal attractiveness. When the distance is low, discount level does not
substantially change the attractiveness of the deal. However, when the distance is
high, consumers expect higher levels of discounts. In other words, cost created
through distance may be compensated through monetary cost advantages.
Nevertheless, there seems to be an optimal level for the discount level. If the service
provider is at a low distance from the consumer’s home, increasing the discount rate
from 35% to 50% can have a great impact on sales. However, increasing the

discount further (e.g., up to 75%) is likely to have only a marginal effect.
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The results also highlight that motivational factors, need for achievement and
need for affiliation, affect acceptance of the deal, repurchase at half discount and
generation of WOM. High need for achievement people are likely to be the ones who
talk about the deals, recommend the service provider, and create eWOM. Moreover,
consumers with need for affiliation need are the ones who create eWOM as they tend

to write more frequently on blogs, Facebook, twitter, etc.

Our results indicate that the utility factors such as price, reputation and
distance are mostly driving the initial purchase behavior at discount sites. Utility
factors™ impact on the initial purchase of the deal is higher than motivational factors.
However, the impacts of need for achievement and need for affiliation on the
repurchase at half discount likelihood and WOM is relatively higher than utility

factors.

2.4 General Discussion

This research reveals how utility factors (discount levels, service provider
reputation, and physical distance of the service provider) as well as consumer
motivations (need for achievement, need for affiliation, and need for power) play a
significant role on the purchase behavior from deal sites, repurchase behavior from
the service providers, and WOM generation about the service providers and deal
sites. The interviews we conducted provided in-depth insight into the specific
behaviors that we investigated and directed our research on discount levels,
reputation of the service provider, and distance to the service provider. Next, an

experimental study that manipulated discount level, distance from the service
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provider, and the reputation of the service provider revealed the positive main effect
of discount on purchase likelihood. As for reputation and distance, our results
confirm the previous findings regarding positive main effect of reputation and
negative main effect of distance on purchase likelihood. More interestingly, discount
and distance interaction effect on the attractiveness of the deal reveals that if the
target consumers are located at a high distance, the service provider need to give
substantial discounts. Purchase likelihood increases only if the discount percentage
increases up to 75%. On the other hand, if the service provider is at close proximity,
then increasing discount from 35% to 50% would be enough to appeal to target
customers without further discount.

From a service provider perspective, it is very hard to motivate deal site
consumers to repurchase at full price. The initial low reference price that customers
encounter via a deal site such as Groupon is a big burden for the service provider.
However, our results indicate that the service provider can motivate high need for
achievement as well as high need for affiliation customers to repurchase at half the
discount rate. If the service provider can segment consumers according to their
motivations, they can earn more from those consumers who would not repurchase
from Groupon otherwise. Additionally, high need for achievement people are more
likely to talk about the deals and create WOM. Finally, need for affiliation is an
important driver of eWOM, as high need for affiliation consumers like to write about

their experiences on online communities.
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Theoretical Implications

The key to success for the deal site service provider business model is closely
tied to repeat purchase and the generation of positive WOM. According to the
theoretical basis of Behavioral Learning Theory, providing positive reinforcement
for the desired behavior is very crucial (Rothschild and Gaidis, 1981). From the deal
site perspective, consumer behavior may be positively reinforced as long as they are
given various intermittent schedules of discounts in their involved category.
However, from the service provider sustainability perspective, reinforcing purchase
behavior with the same or increasing discount levels is likely to harm short- and
long-term profitability. Thus, our results indicate that in order to increase the
likelihood of repurchase from the service provider at full or gradually decreasing
discount rates, the service provider should be very careful when choosing the first
discount rate depending on its own reputation and distance from the target consumer
segment.

As previous research indicates, utility theory may predict the initial purchase.
However, it is hard to convince the customer to purchase a similar or the same
service from the same service provider at a lower discount or full price. The
customer has to scarify the price utility in order to repurchase at a higher rate. At this
point, our results indicate that need theory complements the utility theory and
consumers motivations drive repurchase and WOM after the initial purchase. Hence,
we combine both utility and need theories to explain different phases of a

consumption situation.
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McClelland Need Theory is mostly applied to organizational behavior and
employee selection purposes. To our knowledge, it is the first time this theory has
been applied to the deep discount online purchase and eWOM situation. Our results
indicate that need for achievement and need for affiliation are major drivers of
purchasing online, where getting the best deal at best price is important for high need
for achievers and buying together at a discount is pleasing for high need for
affiliation consumers. Additionally, the motive for the high need for affiliation
consumers to create eWOM is also differentiated from WOM in our empirical study.

Our results indicate two separate dimensions for need for affiliation. The first
dimension, individual affiliation, represents consumers need to be alone. The second
dimension, social affiliation, represents more socialization needs and closer to the
need for affiliation construct that has been defined in the literature. Materialization
of two separate dimensions suggests a need for the revision of affiliation scale. The
social affiliation construct also needs to be researched with the online-offline WOM
distinction. Potentially eWOM generators may be more extraverted then WOM
generators.

Managerial Implications

In terms of managerial implications, both service providers and deal sites can
benefit from our findings. Not surprisingly, distance is one of the most important
drivers of purchasing a service. The closer the service provider to the consumer, the
higher the likelihood is for purchase. Somewhat more surprising is the effect of
distance and reputation interaction effect on WOM generation. If the service

provider is widely known, WOM generation is almost equal for a service provider at
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a high distance or low distance from service provider. On the other hand,
surprisingly, if the service provider is unknown, the distance increases the likelihood
for WOM generation. This could be due to cognitive dissonance. Since the consumer
has invested so much time and effort to travel to a high-distance location, in order to
reach internal consistency, s/he may be inclined to persuade others. The consumer
might be compensating the effort for an unknown service provider by WOM. In
addition, if the service provider is at close proximity to the consumer, giving
discounts more than 50% is not likely to increase the purchase likelihood. If the
target consumers are located at a low distance from the service provider, only a 50%
discount may be enough to attract consumers. However, if service provider is located
at a relatively far location, only then managers should consider increasing the
discount rates to more than 50%. Our findings highlight the significance of
geographical segmentation for service providers (although not for deal sites).
Managers of service providers should segment their customers according to their
physical distance from the company and then estimate the initial discounts to be

offered on deal sites.

Special attention should be given to identifying high need for achievement and
high need for affiliation consumers by the service providers. This can be done
simply through a needs questionnaire. Once high need for achievement and need for
affiliation consumers come to the deal site, service providers may be able to have
them to repurchase at incremental discounts. To attract high need for affiliation
individuals deal sites may try to stimulate interclient relationship online, e.g. a

platform where customers can meet, get social support, and commercial friendship
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(Bloemer et al. 2003) and to spread eWOM. In addition to high need for affiliation
consumers, managers should pay attention to high need for achievement individuals
too in order to enhance likelihood of being recommended. Specific keywords in the
deal content such as “ambition” (Lievens et al. 2001) or “challenging” (Trank et al.
2002) can be used to attract for high need for achievement individuals. Priming need
for achievement through communication of the deal or offering the deal to high need

for achievement consumers may enhance marketing money spent to generate WOM.

If the service provider is unknown and at a high distance or, alternatively,
reputable and at low distance, then increasing the discount rate from 50% to 75%
would even hurt the probability of repurchase at the same discount level. This point
to an attribution problem for very high discounts: consumers may infer the service
provider has run into serious quality issues (Dodson et al., 1978; Shoemaker and
Shoaf, 1977; Guadagni and Little, 1983; Lattin and Bucklin, 1989; Rothschild and
Gaidis, 1981). In such case, increasing the deal size both lowers deal purchase and
profit margin. When the service provider is reputable and is located at a high
distance from consumers, increasing the discount from 50% to 75% increases the
repurchase likelihood from deal sites again. In this case, consumers likely perceive
the high discount as a strong incentive to overcome the high cost of getting to the

service provider.

Low distance increases eWOM generation likelihood for the unknown
service provider. For a service provider that is located at close proximity to its
consumers, reputation increases the chances of more eWOM. However, reputation

does not increase eWOM generation likelihood for a high distance service provider.
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Finally, the service provider should be very careful at what the goal is: initial
purchase at discounted price, increase WOM, or enhance repurchase likelihood.
Depending on the distance from the target consumers and on its reputation, the
service provider should choose the discount level that fits best its distance and
reputation conditions and that helps grab the deal site customer as a regular one.
Once the service provider attracts the customer, it has the chance to learn about their
motivations. They should target and satisfy high need for affiliation as well as high
need for achievement customers who will engage in WOM that will get new
customers to come in. Afterwards, the service provider should work on strategies to
coax the high need for achievement and affiliation deal site customers into regular
customers as they are the ones who have the potential to repurchase at smaller

discounts.
Limitations and Future Research

In our empirical study, we did not specify an offer category. Participants
answered the questions according to their own favorite category (e.g. restaurant or
travel). However, a product or service category may affect the responses of
consumers. For example, in their favorite or a hedonic product category, consumers
may be more motivated to repurchase at higher prices and generate WOM. However,
in a low involvement or a utilitarian product category they might be less willing to
repurchase or generate WOM. Therefore, future research should investigate if and
how product/service categories (e.g., hedonic vs. functional, low vs. high

involvement) affect consumer motivations in the context of deal site usage.
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Furthermore, satisfaction was not investigated in our studies. It could be used
as a control variable in terms of how it affects repurchase decisions. Finally, data
was collected through an online participant pool (Mturk). Future research may
replicate our findings in an actual consumption situation, using actual deal site

consumers.
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CHAPTER 11

HATE THE DEAL, DROP GROUPON? REPEAT PURCHASE AND

RECOMMENDATIONS FOR SERVICE PROVIDERS AND DEAL SITES
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Abstract

Daily deal sites companies such as Groupon offer online and mobile coupons for
services and products with deep discounts. Because the deal sites get half of the
revenue from each consumer, service providers typically lose money on the deal
itself and thus require consumers’ repurchase and/or positive word-of-mouth
(WOM) generation to break even. This research investigates what drives customers
to buy into these deep deals for the first time, what motivates them to repurchase at
lower discount rates and at full price, and what generates WOM for the service
provider and/or the daily deal site. An experiment reveals that consumers are willing
to drive further to get a service if the service provider is reputable. In addition, the
results suggest that service providers who satisfy their customers at high levels (1)
should not give more than 50% discount rates and (2) are likely to receive more
WOM when the physical distance between the service provider and the consumer's
home is low. Furthermore, we investigate consumer characteristics that drive deal
site usage. Findings indicate that coupon proneness increases purchase likelihood,
while price consciousness does not. Interestingly, coupon proneness also increases
WOM. In addition, consumers who are more concerned with price quality schema
are more willing to repurchase at full price. Our findings give service providers
specific recommendations as to how to price and target the deal to improve repeat

purchase and WOM generation.



Keywords: deep discount, online deal sites, repeat purchase, experiment, survey,
price, distance, reputation, satisfaction, price consciousness, coupon proneness,

price quality schema, involvement, Groupon, promotions
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3.1 Introduction

Daily deal sites offer deep discounts for a product or service through a website
for a short period of time. Potential customers register to deal sites and receive
offers by email and/or social networks. Once they accept the deal, they prepay with
their credit cards and receive their services from service providers. The daily deal
site makes money by keeping about half the money the customer pays for the
coupon. The other half of the money is the service provider’s share in this business

model.

Daily deal sites initially became very popular with consumers and businesses
alike when they started in 2005. Groupon, one of the most popular daily deal sites,
took just three years to go public (IPO) from its start in Chicago in November 2008.
The initial business enthusiasm is often due to low upfront costs and the huge traffic
generation potential. The Groupon model seemed to offer something for everyone:
small businesses got a novel way to bring in new customers, shoppers got a discount
and the deal providers got half of every sale. However, as the first wave of
enthusiasm diminished, so did the worth of Groupon. The monthly visitors” number
has dropped about 4 million compared to 2011 (Statista, 2014). The net income has
significantly decreased by 846.8% when compared to the same quarter one year ago,
falling from -$3.99 million to -$37.80 million (Cohen, 2014). Compared to the
earlier quarter, the share price of Groupon is down 33% as of the first quarter of

2015 (Lineaine, 2015).
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While consumers appear relatively happy with the business model, the key
success barrier for the deal sites has been to satisfy the service providers. Indeed,
both surveys and analytic models suggest that the service provider typically loses
money on the deal itself (Dholakia, 2011; Kumar and Rajan, 2012). The declining
value of Groupon reflects the realization of some service providers who complain
that customers who bought deals spent the bare minimum and never returned
(Clifford and Miller, 2012). The sales decline in this business model suggests that
more research should be conducted to understand which factors may bring back the
consumers to service providers at lower discounts or at full price. Another key to
long-term profitability for service providers in this business model is word-of-mouth
(WOM) generation. Besides promoting trial that is likely to result in repurchase,
daily deal sites could help themselves and the profitability of service providers by
enhancing the word-of-mouth (WOM) generated by satisfied customers. Current
evidence of such repeat purchase at full price and positive WOM is lacking; Byers
et al. (2012) even found a negative effect of Groupon deals on Yelp reviews for

service providers.

Previous research on daily deals mainly focuses on the short-term profitability
of individual deals, sales performance of deal sites as well as service providing
companies. Edelman et al. (2011) has shown that offering deals tends to be more
profitable for service providers that are relatively unknown and with low marginal
costs. Another study, Dholakia (2011), revealed cannibalization of the existing

restaurant customers by daily deal sites. Kumar and Rajan (2012) proposed an
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analytical model that demonstrates that the service provider’s loss increases with the
discount, and that deals are even more detrimental when used by existing customers.
Byeers et al.'s (2011) empirically predicted deal popularity with deal scheduling,
duration, deal featuring, and limited inventory. Stulec et al. (2011) found the factors
that increase repurchase from the same deal sites as ease of web site navigation,

customer support, and diversity of products.

This paper contributes to the literature on promotions and repeat purchase
behavior as well as WOM after the deep discount. While previous literature on price
promotion has studied repeat purchase at full price (Beasley and Shank, 1997; Sibly
1995; Anderson, 2004), systematic knowledge on the drivers of repeat purchase
after deep discounts and WOM have been neglected. Studies of online discount sites
offer a new opportunity to shed light on this important question. Indeed, we studied
different levels of discount, the reputation of the service provider, distance and
satisfaction as well as consumer characteristics related to price and coupons. Our
aim is to offer specific recommendations to the decision makers so that all
stakeholders of this new business model as deal sites managers, small business

owners and consumers can be more profitable and sustainable in the long term.

The remainder of this article is structured as follows. We start with the
theoretical framework and hypotheses. Then, we focus on testing our predictions in
an experimental study that investigates the impacts of service satisfaction, physical
distance of the service provider from the consumer, discount rate, reputation of the

service provider, and price related consumer characteristics on purchase, repurchase,
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and WOM generation. Finally, we discuss the theoretical and managerial

implications of our findings.

3.2 Conceptual framework and research hypotheses

Price Discount

A deal’s most important attraction factor tends to be the discount rate. The
goal is to attract consumers and increase store traffic (Grewal, Monroe, and
Krishnan, 1998; Lichtenstein and Bearden, 1989). The deeper the discount, the
higher the purchase likelihood of the product or service is (Kahn and Louie, 1990;
Nusair et al., 2010). On the other hand, the discount decreases repeat purchase
probability (Neslin and Shoemaker, 1989; Winer, 1996). One of the reasons is that
the reference price changes as soon as customer encounters promotion (Helson,
1964; Winer 1986). Hence, we expect that as discounts increase, so do the
attractiveness and purchase likelihood of the deal. However, as the reference price
decreases it is less likely that consumer repurchase at full price from service

providers. More formally, we hypothesize that:

H1a: The deeper the initial discount, the higher the purchase likelihood from deal

sites.

H1b: The deeper the initial discount, the lower the repurchase likelihood from the

service provider at the full price.

Discount encourages the consumers to “spread the word” as price is the most-

communicated piece of information (Mangold et al., 1999). Discount frames and
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discount levels affect consumers' perceptions on the value of the discount, the
quality of the service, their intention to purchase, and their willingness to engage in
WOM advertising (Nusair et al., 2010). Since price plays an important role in the
generation of WOM, we expect the likelihood of WOM to increase as the discount

level increases. In short, we predict that:

H1c: The deeper the initial discount, the higher the likelihood of WOM about the

service provider.
Reputation

Gotsi and Wilson (2001) defined corporate reputation as ‘a stakeholder’s
overall evaluation of a company over time based on direct experiences with the
company, any form of communication and symbolism that provides information
about the firm’s actions (p. 29). Reputation is a key determinant of both a deal site’s
and service provider’s success, and of customer retention (Devlin, 1998).
Consumers are willing to pay higher prices because of the company reputation and
prestige perception (Bell, 1998). Reputation is a guarantee of satisfaction through
quality promise (Berry and Parasuraman, 2004). It decreases customers™ perceived
risk (Rose and Thomsen, 2004) and price sensitivity (Hung and Petrick, 2012).
Thus, we expect that favorable service provider reputation motivates consumers to

purchase at a discount first and then to repeat purchase at full price.

H2a: Consumers are more likely to purchase deals from reputable (vs. non-

reputable) service providers.
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H2b: Consumers are more likely to repeat purchase from reputable (vs. non-

reputable) service providers at the full price.

Previous research indicates that reputation predicts customers' positive WOM
intentions (Hong and Yang, 2009). We expect to replicate this finding for the

service provider. Thus, we expect that:

H2c: Consumers are more likely to generate WOM about reputable (vs. non-

reputable) service providers.
Physical distance

Consumers prefer stores with closer physical distance (Bell et al., 1998).
Recent studies also show strong evidence for geographic proximity effects on
choices of brand, place, and channel (Janakiraman and Niraj, 2011). In case of deal
sites, we expect that consumers would prefer short physical distances. Additionally,
lower distance from the service provider is a desirable component for customer
long-term commitment (Ganesh and Reynolds, 2012). We expect that the shorter the
physical distance travelled, the more likely is the purchase at discount and repeat
purchase at the full price and WOM generation about the local service provider.

Hence, we predict that:

H3a: The physical distance between the service provider’s and the consumer’s
location (home or work) negatively influences the likelihood to purchase from the

deal site at the discounted price.
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H3b: The physical distance between the service provider’s and the consumer’s
locations negatively influence the likelihood to repurchase from the service provider

at the full price.

Satisfaction

Customer satisfaction is defined as a post purchase evaluative judgment of a
service encounter (Anderson, Fornell, and Lehman, 1994; Hunt, 1977; Oliver,
1980). Previous literature confirms the effect of satisfaction on behavioral intentions
(Alegre and Cladera, 2009; Oh, 2000; Suh and Yi, 2006; Um et al., 2006; Yoon and
Uysal, 2005). Specifically in the restaurant service category, Qin and Prybutok
(2009) found that customer satisfaction directly and positively influences return
intentions. Moreover, the improvement of satisfaction has a positive effect on the

return intention of group buying customers (Zhang et al., 2013).

Furthermore, discounts increase customers’ perceived value (Alford and
Biswas, 2002; Fraccastero et al., 1993), which leads to satisfaction (Jamilena et al.,
2012; Setijono and Dahlgaard, 2007). Campo and Yagiie (2007) revealed that
discounts can increase perceived value and, as a result, satisfaction. In other words,
we expect that satisfaction decreases the negative effect of higher prices on

repurchase.

H4a: As the satisfaction increases, the negative effect of discount decreases on

repurchases at full price if the service provider is reputable (vs. non-reputable).

Oh (2000) revealed the significant effects of satisfaction, past experience with

a restaurant, and restaurant reputation predicting future return and referral
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intentions. Thus, we investigate the impacts of reputation, discount and satisfaction

on repurchase and WOM while controlling past experience with the restaurant.

H4b: As the satisfaction increases, the negative effect of discount decreases on

WOM when the service provider is reputable (vs. non-reputable).
Consumer Characteristics

Daily deal sites offer deep discounts directly to its customers and emphasize
the benefits of deep discounts in all deals. The relative importance of the price
depends on the characteristics of consumers. We propose that price related
consumer characteristics may provide key insights into the likelihood purchase, and
repurchase at discounted prices. Therefore, we explore how price consciousness,
coupon proneness, and price quality schema affect deal purchase, repurchase and

WOM generation.
Price Consciousness vs. Coupon Proneness

Previous research makes a distinction between price consciousness and
coupon proneness. Coupon prone individuals use coupons as a sign of a good deal
and may not even consider the amount of savings (Henderson, 1988; Zeithaml,
1988). On the other hand, coupon redemption behavior is not equivalent to the
psychological construct of coupon proneness (Lichtenstein et al., 1990, p. 63). The
primary benefit of coupon use is receiving services at a reduced price, which is also
beneficial as a risk reduction measure for new product/service trial. Kim, Lee and
Kim (2008) found that coupon face value is a cue for monetary sacrifice for

experience services and a cue for service quality for credence services.
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Coupon proneness is the increased propensity to respond to a purchase
because the coupon form of the purchase offer positively affects purchase
evaluation whereas price consciousness is the degree to which the consumer focuses
exclusively on paying a low price (Lichtenstein et al.1993, 1997). Price
consciousness is found to increase coupon use, store price perceptions, search, and
purchase (Kukar-Kinney, Walters and MacKenzie, 2007). Although Swaminathan
and Bawa (2005) found coupon proneness to be greater for consumers who have
high price consciousness, we expect a behavioral distinction between the behavioral
reactions such as purchasing online from Groupon at a discounted price in terms of
coupon proneness and price consciousness. As Dholakia (2011) and Groupon itself
emphasizes, daily deal users are not price sensitive. We suggest that daily deal site
users are not necessarily price conscious but coupon prone. Thus, more formally we

expect:
H5: Coupon proneness increases purchase likelihood on deal sites.
Price Quality Schema

Price quality schema is the generalized view across product categories that the
price level is related positively to the quality level of the product or service

(Lichtenstein et al., 1993, 1997).

Consumers who take the price as a cue would be willing to pay full price of
the service as long as they associate price premiums (full price) with quality and
they are satisfied with the service (Peterson and Wilson, 1985; John et al., 1986).

Indeed, previous research has shown that consumers high in price-quality schema
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are less susceptible to the negative impact of price on preference consistency (Lee,

2012). Hence we expect that:

H6a: The higher the price-quality schema, the higher the likelihood of the consumer

to repeat purchase at full price.

We propose two moderators of the hypothesized positive effect of price-
quality schema on repeat purchase at full price. A deep initial discount is likely to
focus consumers, especially consumers high in price-quality schema, on price
(Lichtenstein et al., 1993). This price attribution decreases their willingness to pay
full price later (Neslin and Shoemaker, 1989; Winer, 1996). On the other hand, a
high reputation/ brand name of the service provider is likely to focus consumers on
quality (versus price) perception (Dodds, Monroe, and Grewal, 1991). Formally, we

expect that:
H6b: Reputation increases price quality schema effect on repurchase at full price.
H6c: Discount decreases price quality schema effect on repurchase at full price.

Involvement is defined as "personal relevance of an object, activity or
situation has a state of arousal, interest or motivation’’ (Zaichkowsky, 1985; Mittal
and Lee, 1989). Previous research has shown the role of involvement as a moderator
of purchase (Shao et al., 2004), repurchase (Patterson and Spreng, 1997), and WOM
(Dichter, 1966, Engel et al., 1969, Hennig-Thurau et al. 2002, 2003, 2004). Thus,
we would like to control the effect of involvement and use it as a covariate in the

study.



97

Perceived risk relates to the pre-decision consumer choice and information
search (Dowling, 1986). The function of perceived risk in online consumer
purchasing behavior has been examined since the beginning of internet adoption
(McGaughey and Mason, 1998; Heijden et al. (2000). Perceived risk is higher for
highly involved consumers (Stone and Grenhaug1993) specifically for service
category. Hence, we also control for the perceived risk factor before the deal

purchase in our study.

3.3 Method

Experiment. The study was designed to test Hypotheses 1 through 6 using a

Groupon-like deal for a restaurant.
Participants. 960 online users from the U.S. were recruited from MTurk.

Design. The study was a 3 (discount level: 35% vs. 50% vs. 85%) x 2 (physical
distance: low vs. high) x 2 (reputation: widely known vs. unknown) x 3
(satisfaction: low vs. average vs. high) between subjects design. Discount, distance,
reputation and satisfaction were manipulated using a hypothetical scenario. Price
consciousness, coupon proneness, price quality schema, involvement, perceived risk

and reference price were measured.

Questions and Scenarios. The survey consisted of five sections. First, the
participants answered questions about their price perceptions, coupon proneness,
price and quality perceptions, and involvement in food category. Lichtenstein et.

al.’s (1993) price perception, coupon proneness and price quality schema scales,
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Mittal’s (1995) involvement scale were used (see Appendix E for the scales). The
scales used were all multiple-item and responses were recorded via a 7-point Likert-
type format with endpoints of strongly disagree (1) and strongly agree (7). Also, in
order to measure their reference prices, participants read a scenario about a high-end

restaurant and their expected price per-person for dinner was asked.

In the second section, they saw one of the 36 (3 x 2 x 2 x 3) Groupon
restaurant deals that were created for the study. The deal involved manipulations of
discount (35% vs. 50% vs. 85% discount), distance (more than 60 min. away vs.
less than 10 min. away) and reputation (widely known vs. unknown). The
participants were shown a Groupon like restaurant deal with the discount, service
provider reputation, and distance information. The discount rates they have seen
were 35%, 50% or 85%. Distance was manipulated through the time it took the
consumers to reach the service provider (10 min vs. 60 min) from their home
(Raghubir and Krishna, 1996). A picture of Google map was given under the
Groupon offer to manipulate distance. As for the reputation manipulation, the
restaurant was presented as an unknown or widely known restaurant (Bearden and

Shimp, 1982).

The third section consisted of the manipulation check questions and
measurement of dependent variables. After being exposed to the Groupon offer, the
participants replied to manipulation check questions regarding discount (How much

was the discount for the restaurant?), distance (How many miles do you think is the
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restaurant from your home?), reputation (How well is this restaurant known?). See

Appendix F for independent variables and manipulation scenarios.

The key outcome variables-attractiveness and purchase were measured using
single items to measure these constructs. To measure the purchase likelihood,
participants were asked to indicate the attractiveness of the deal on a seven-point
scale and, how likely they are to purchase this restaurant offer. In order to control
the perceived risk, participants were also asked about how much risk they would be

involved with the purchase of this offer.

Then, in the fourth section, a second scenario is offered where satisfaction is
manipulated. A dinner at a restaurant at low, average or high service quality
experience was presented. Then, to check manipulation participants were asked to
rate their satisfaction from a particular restaurant offered in the scenario. All the

scenario manipulations were pretested prior to their use in this study.

Section five involved repurchase questions presented on a scale from 0 to 100.
The participants were asked to indicate whether they would repurchase at full price,
at half price, and from same service providers at the same discount rates and
whether they would stop buying through deal sites. The different repurchase rates
were asked to explore in detail the different repurchase rate scenarios and to be able
to give more targeted managerial advises. In addition, the word-of mouth questions
were discretely asked about recommending the restaurant, the discount deal or deal
site (See Appendix G for the list of dependent variables). This fine distinction was

very important for the local service provider who needs more credit in this high-cost
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advertisement cycle. We also distinguished between online and offline
recommendation with our specific dependent measures. However, since the results
did not show any distinction and alpha levels of these constructs were high (WOM
about restaurant o=.89, WOM about deals o =.89, and WOM about Groupon o
=.76); we aggregated the items for recommending online and offline questions for
restaurants (See Appendix H for a widely known, 10 minutes away, 35% discount,

over satisfied restaurant scenario study).

3.4 Results

Demographics

54% of the participants were female and 72 % of the participants have
purchased from deal sites before. Most of the participants were highly educated:
13% had a master degree, 62% were college graduates, and only 22% of the online
users were high school graduates. The mean age was 33.17. When we looked at the
monthly income distribution of the participants, 28% earned up to $1000, 41% made

$1000 to $3000, 20 % got $3000-5000 and 11% made more than $5000.

The sample consisted of 72 % (687 out of 960) users of deal sites (people who
purchased an item or service from deal sites at least once) and 28 % (272) non-users
(people who have never used deal sites before). There was no difference between
non-users and users of deal sites in terms of the results. Hence, the analysis

combined the two groups.
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Factor Analysis

An exploratory factor analysis (EFA) was used to test whether scale items for
each scale came out as separate constructs in the data. The maximum likelihood
estimation procedure was used to extract the factors from the variable data. Varimax
orthogonal rotational procedure was chosen to be able to differentiate original
variables by extracted factors. Examination of scree plot suggested four dimensions
including price consciousness, coupon proneness, price-quality schema, and

involvement. These four factors accounted for 68% of the variance.

These results showed that the price consciousness, coupon proneness, price-
quality schema and involvement scales were unidimensional. EFA indicates that
price consciousness (a = .84), coupon proneness (o = .68), price-quality schema (o =
.78), and involvement (o = .92) were separate constructs with reliable alpha levels.

See the rotated factor structure matrix in Table 3.1.
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Table 3.1: Rotated Factor Matrix for Price Consciousness, Coupon Proneness, Price
Quality Schema and Involvement Scales

Rotated Factor Matrix

Factor
Involvement Price Price Quality | Coupon
Consciousness Schema Proneness
| enjoy using coupons regardless of the .695
amount | save by doing so.
I am more likely to buy brands for which | .815
have a coupon.
Coupons have caused me to buy products that .628
I normally would not buy.
When | use coupons. | feel that | am getting a .680
good deal.
The price of a service is a good indicator of its .824
quality.
You always have to pay a bit more for the .840
best.
The old saying “you get what you pay for” is .819
generally true.
I am not willing to go to extra effort to find 782
lower prices.
The money saved by lower prices is usually 877
not worth the time and effort.
The time it takes to find low prices is usually .885
not worth the effort.
Unimportant------ Important .815
Boring-----Interesting to me .696
Means nothing to me---Means a lot to me .900
Does not matter ----Matter to me 919
Insignificant------ Significant .890
Of no concern to me----Of concern to me .839

a. Extraction Method: Maximum Likelihood. Rotation Method: VVarimax
with Kaiser Normalization. Rotation converged in 5 iterations.
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Manipulation Checks

We assessed the success of our manipulations by asking participants to rate
the attractiveness of the Groupon offer. The participants were asked to indicate the
discount rate they have read in the Groupon offer on a set of discount choices.
Participants in the lower discount condition rated the lower discount less attractive
than those in the higher discounts conditions. As expected, the 35% discount offer
(M350, = 2.99) received a significantly lower attractiveness measure than 50%
discount offer (Msg9 = 3.96) and 50 % received a significantly lower attractiveness
measure than 85% discount offer (Mgse, = 6.82, F(2, 927) = 15.03, p < .001).

Then, participants in different distance conditions were asked about mileage
information of the restaurant from their home/office. Participants in the low distance
condition rated the offer more attractive than those in high distance condition. As
intended the low distance offer (Mo = 4.81) received a significantly higher
attractiveness measure than the high distance offer (Mg, = 3.73, F(1, 927) = 26.69, p
<.001).

Next, participants in different reputation conditions were asked to indicate
about how well the restaurant is known. Participants in the unknown restaurant
condition rated the offer less attractive than those in widely known restaurant
condition. As expected unknown restaurant offer (Mynknown = 3.48) received a
significantly lower attractiveness measure than the widely known restaurant offer
(Muidely known = 4.83, F(1, 927) = 18.72, p < .001).

Finally, we verified that participants in different satisfaction conditions

described the service satisfaction on a 1-7 very dissatisfied-very satisfied scale.
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Participants in the low satisfaction restaurant condition rated the service satisfaction
lower than those in the average and high satisfaction restaurant conditions. As
expected, low satisfaction restaurant experience (Mo, = 2.43) received significantly
lower repurchase likelihood measure than average satisfaction restaurant experience
(Maverage= 17.89) and high satisfaction restaurant experience received significantly
higher repurchase likelihood measure than average satisfaction restaurant

experience (Mnigh = 73.93, F(1, 927) = 1447.72, p < .001).
Hypotheses Results
Purchase Likelihood

An ANCOVA was performed on purchase likelihood of the deal. The model
included discount, distance and reputation as between-subject factors, price
consciousness, coupon proneness and price-quality schema as continuous measured
factors, including covariates as perceived risk, reference price, and involvement. As
expected, discount had a significant main effect on purchase likelihood (F(2, 933) =
41.10, p <.001). Follow up contrasts found that, as predicted, participants’ purchase
likelihood of the deal increased significantly from 35% discount condition (M =
3.74) to 50 % discount condition (M = 4.06, p <.001). In addition, the attractiveness
of the deal increased significantly from 50% discount condition to 85 % discount

condition (M = 4.74, p < .05). Thus, we found support for Hla.

Reputation had a significant main effect on purchase likelihood (F(1, 933) =
61.67, p <.001). Follow up contrasts revealed that, as predicted, participants in the

widely known service provider condition (Myidely known = 4.56) reported higher
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likelihood of purchase than the unknown service provider (Mynknown = 3.80, p <

.001). Thus, we found support for H2a.

Distance had a significant main effect on purchase likelihood (F(1, 933) =
420.91, p <.001), Follow up contrasts found that, as predicted, participants in low
distance condition (Mo, = 5.59) reported higher likelihood of purchase than the high

distance condition (Mhigh = 3.86; p <.001). Thus, we found support for H3a.
In addition, involvement (F(1, 933) = 23.82, p <.001) and perceived risk

(F(1, 933) =57.2, p <.001) were significant covariates. However, reference price

was not a significant covariate (p = .24). Table 3.2 outlines these results.

Table 3.2: Analysis of Covariance Results for three discount, two reputation and
two distance conditions for purchase likelihood of the deal

Source of Variance Mean (SE) SD F n°
Covariates
Coupon Proneness 19.72** .021
Price Consciousness 2.85 .003
Price Quality Schema 6.98* .008
Involvement 23.82** .025
Reference Price 1.37 .001
Perceived Risk 57.2** .058
Main Effects
Discount Conditions * 41.10%* ..081
35% Discount 3.74 (.077) 1.92
50% Discount 4.06 (.081) 2.01
85% Discount 4,74 (.081) 2.00
Reputation Conditions ° 61.67** .062
Unknown 3.80 (.068) 1.97
Widely known 4.56 (.065) 1.88
Distance Conditions ° 420.91** 311
Low 5.18 (.065) 1.45
High 3.17 (.069) 1.80
Distance x Reputation 2.53 .003

Note: N = 960, R = .524

2 All discount conditions means for attractiveness of the deal are significantly different (p <.001).
® Reputation conditions means for attractiveness of the deal are significantly different (p <.001).
¢ Distance conditions means for attractiveness of the deal are significantly different (p < .001).
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Repurchase from the Same Service Provider at Full Price

An ANCOVA was conducted on repurchase the service at full price. The
model included discount, distance, reputation and satisfaction as between-subject
factors, price-quality schema as continuous measured factors, including involvement

as covariate.

Discount did not have a significant effect on repurchase at full price (p = .61).
Thus, H1b is not supported. Reputation had a marginally significant effect on
repurchase at full price (p = .06). Thus, H2b is marginally supported. Planned
contrasts revealed that, as predicted, participants in the widely known service
provider condition (Mwigely known = 34.91) reported higher likelihood of repurchase

than the unknown service provider (Mynknown = 27.16, p <.05).

Distance did not have a significant effect on repurchase at full price (p = .15),
thus H3b is not supported. In addition, satisfaction had a significant effect on
repurchase at full price (F(I, 912) = 82.85, p < .001). Neither coupon proneness (p =
.10), nor price consciousness (p = .40) were significant on repurchase at full price.
Involvement (p = .18) and reference price (p = .74) were not significant covariates

either. Table 3.3 outlines these results.
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Table 3.3: Analysis of Covariance Results for three discount, two reputation, two
distance and three satisfaction conditions for repurchase at full price.

Source of Variance Mean (SE) SD F n°
Covariates
Price Quality Schema 4.39* .005
Main Effects
Discount Conditions * 46 .001
35% Discount 30.62(94) 36.93
50% Discount 32.51(98) 37.97
85% Discount 29.93(.99) 33.86
Reputation Conditions ° 3.38 .004
Unknown 27.16 (.81)  30.50
Widely known 34.91(.78) 32.16
Distance Conditions © 2.65 .003
Low 34.84 (.76)  37.00
High 27.21(.83) 35.66
Satisfaction Conditions 81.50** 152
Low 1.71(1.01) 4.10
Average 16.34 (.98) 17.45
High 7499 (.94) 24.72
Discount x Price Quality Schema 73 .001
Reputation x Price Quality Schema 3.87* .004
Discount*Reputation*Satisfaction 2.95* 013

Note: N= 960, R*= .80

2 Discount conditions means for repurchase same discount are not significantly different (p = .58).

P Reputation conditions means for repurchase same discount are marginally different (p = .06).

¢ Distance conditions means for repurchase same discount are not significantly different (p =.09).

4 Al satisfaction conditions means for repurchase same discount are significantly different ( p <.001).

We found a three way interaction of discount, reputation and satisfaction on
repurchase at full price (F(I, 912) = 3.02, p < .05), providing support for H4a. In the
unknown and widely known service provider conditions and across three discount
conditions, there was a significant increase in terms of repurchase at full price
between low vs. average and average vs. high satisfaction conditions (all p’s < .1).
In the unknown service provider, low and average satisfaction conditions,
repurchase at full price did not differ between 35% discount and 50% discount
conditions (all p’s > .05). However, unknown service provider and high satisfaction

condition repurchase likelihood at full price increased significantly between 35%



discount (Msse, = 74.92) and 50% discount condition (Msge, = 81.92) and a
decrease between 50% and 85% discount conditions (Mgse, = 66.57, both p’s <

.05). On the other hand, in the widely known and high satisfaction condition, the

discount level does not change the likelihood of repurchase (p > .1).
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In the widely known service provider condition and low and high satisfaction

conditions, there was not a significant decrease between 35%, 50% and 85 %

discount conditions (all p’s >.1). In the average satisfaction condition, repurchase

at full price did increase from 35% discount (Mssy, = 11.63) and 50% discount

conditions (Msge, = 19.38, p < .01; see figure 3.1).

Figure 3.1: Satisfaction, Discount and Reputation Interaction on repurchase at full
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WOM about Service Provider

Our next dependent variable was WOM about service provider. The model
included discount, distance, reputation and satisfaction as between-subject factors,
price consciousness, coupon proneness and price-quality schema as continuous

measured factors, including covariates as involvement and reference price.

An ANCOVA revealed that discount was significant on WOM about service
provider (F(2, 912) = 6.54, p < .05), providing support for H1c. Reputation was not
significant on WOM about service provider (p = .55). Thus, H2c is not supported.
Distance was significant on WOM (F(l, 912) = 22.28, p < .001). Satisfaction was
significant on WOM about the service provider (F(I, 912) = 1780.83, p < .001).
Price quality schema (F(l, 912) = 9.96, p < .01), coupon proneness (F(l, 912) =
11.94, p < .05), price consciousness (F(I, 912) = 4.57, p < .05) were significant on
WOM about the service provider. However, involvement was a not significant

covariate on WOM about service provider (p = .19).

Contrary to our predictions, satisfaction, discount and reputation interaction
was not significant on WOM (p = 1.44). Thus, H4b is not supported. Table 3.4

outlines these results.
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Table 3.4: Analysis of Covariance Results for three discount, two reputation, two
distance and three satisfaction conditions for WOM about service provider.

Source of Variance Mean (SE)  SD F n°
Covariates
Coupon Proneness 11.94** .013
Price Quality Schema 9.92* 011
Involvement 1.69 .002
Price Consciousness 4.57* .005
Main Effects
Discount Conditions ? .6.54* 014
35% Discount 2.86 (.05) 2.05
50% Discount 3.05(.06) 2.20
85% Discount 3.13(.06) 2.07
Reputation Conditions ° 46 .001
Unknown 2.99 (.05) 30.50
Widely known 3.03 (.04) 32.16
Distance Conditions ° 6.71 .007
Low 3.10 (.04) 37.00
High 2.93(.05) 35.66
Satisfaction Conditions ° 1780.83** .796
Low 1.17 (.06) .48
Average 2.29(.06) 1.14
High 5.58 (.05) 1.16
Distance x Satisfaction 5.34* 012

Note: N=274, R*=.81

2 Discount conditions means for repurchase same discount are significantly different (p <.05).

P Reputation conditions means for repurchase same discount are not significantly different (p = .49).

¢ Distance conditions means for repurchase same discount are significantly different (p <.05).

4 All satisfaction conditions means for repurchase same discount are significantly different ( p <.001).

We found significant two-way interaction effect of distance and satisfaction
on WOM about service provider (F(l, 912) = 5.60, p <.05). In the low distance
condition, the WOM generation about service provider increased significantly as
satisfaction increased (Mjow = 1.1, Maverage = 2.49, Mhigh = 5.68; both p’s <.001). In
the high distance condition, the WOM generation about service provider increased
significantly as satisfaction increased (Miow = 1.23, Maverage = 2.09, Mpigh = 5.47,
both p’s <.001). In the low satisfaction condition, WOM generation about service
provider did not differ between low and high distance conditions (p >.05). In the

average satisfaction condition, WOM generation about service provider increased

significantly as the distance decreased from the service provider (Mcjose = 2.49, Mgy
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=2.09; p <.001). In the high satisfaction condition, WOM about service provider
increased significantly as the distance decreased from service provider (Mcjose =

5.68, M¢yr = 5.47; p = .05), please see figure 3.2.

Figure 3.2: Distance effect on WOM for Restaurant
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As predicted, an ANCOVA previously conducted on purchase likelihood
including discount, distance, reputation, coupon proneness, price consciousness,
price quality schema as main variables, and involvement, reference price and
perceived risk as covariates indicated that coupon proneness was significant (F(1,
933)=19.72, p <.001). However, price consciousness was not significant on

purchase likelihood (p = .08). Thus, we found support for H5.

Price-quality schema (F(1, 933) = 6.98, p <.05) was also significant on
purchase likelihood. Furthermore, we have previously conducted an ANCOVA on

repurchase likelihood at full price including discount, distance, reputation, price
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quality schema as main variables, and involvement as a covariate indicated price
quality schema had a significant effect on repurchase (F(l, 912) = 3.78, p = .05).

Thus, H6a is supported.

We also found reputation and price quality schema interaction significant on
repurchase at full price (F(l, 912) = 4.03, p <.05). Thus, H6b is supported.
However, we did not find discount and price quality schema interaction significant

on repurchase at full price (p = .29). Thus, we did not find support for H6c. Table

3.5 includes a summary of all hypothesized results.

Table 3.5: Summary results of hypotheses

Hypothesis

Result

H1la,b,c (Main effect of discount)

Higher levels of discount increase
purchase (a) and WOM (c)/decrease
repurchase (b) generation.

Hla & Hic are
supported, H1b is
not supported.

H2a,b,c (Main effect of
reputation)

Reputation increases purchase
likelihood (a), repurchase likelihood
(b) and WOM generation (c)

H2a and H2b are
supported
H2c is not
supported.

H3a,b,c (Main effect of distance)

Distance negatively influences
purchase likelihood (a), repurchase
likelihood(b) WOM generation (c)

H3a is supported.
H3b is not
supported.

H4a,b (Interaction effect of
Satisfaction, Discount and
Reputation)

As the satisfaction increases, the
negative effect of price decreases on
repurchases (a), WOM (b), (at full
price) when the service provider is
reputable (vs. non-reputable).

H4a is supported.
H4b is not
supported.

H5 (Main effect of coupon
proneness)

Coupon proneness increases purchase
likelihood

H5 is supported

Héa,b,c (Price Quality Schema,
Interaction effect of Price Quality
Schema and Reputation, and
Interaction effect of Price Quality
Schema and Discount
Interaction)

Price Quality Schema increases
repurchase likelihood (a).

Reputation increases (b) Discount
decreases (c) price quality schema
effect on repurchase at full price.

H6a and H6b are
supported.
H6c is not
supported.
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The following section includes attractiveness, repurchase at half and same
discount, and WOM about deal and deal sites variables that were not in the
hypotheses. We conducted more ANCOVAs with the above variables in order to

give more managerially relevant suggestions to deal sites and service providers.
Attractiveness of the deal

First, we conducted an ANCOVA on attractiveness of the deal since it plays a
significant part into the decision to purchase the deal. The model included discount,
distance and reputation as between-subject factors, price consciousness, coupon
proneness and price-quality schema as continuous measured factors, including
covariates as perceived risk, reference price, and involvement. Results revealed
main effects of discount (F(2, 933) = 40.29, p <.001), reputation (F(1, 933) =
82.26, p <.001) and distance (F(1, 933) = 365.72, p <.001) on attractiveness of the
deal. More importantly, we found distance and reputation two-way interaction
significant on attractiveness of the deal (F(1, 933) = 11.90, p <.001). In order to
explore in detail what happens when the restaurant is unknown vs. widely known,
we ran a simple effect analysis. Results indicated that low distance service provider
was rated more attractive when the service provider is unknown (Mo = 5.33, M
high= 3.06; p <.001). Also, there was a significant increase in attractiveness across
levels of distance in the widely known service provider condition (Mo, = 6.01, M

high = 4.36; p <.001; see Figure 3.3)
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Figure 3.3: Distance and Reputation Interaction on Attractiveness of the Deal
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Coupon proneness (F(1, 933) = 11.28, p <.001) and price-quality schema
were significant (F(1, 936) = 6.58, p <.05) while price consciousness was not
significant on attractiveness of the deal (p =.24). Involvement (F(1, 933) = 14.54, p
<.001) and perceived risk (F(1, 933) = 52.94, p < .001) were significant covariates,
but reference price was not a significant covariate (p = .07). Table 3.6 outlines these

results.
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Table 3.6: Analysis of Covariance Results for three discount, two reputation and
two distance conditions for attractiveness of the deal

Source of Variance Mean (SE) SD F n°
Covariates
Coupon Proneness 11.28** 012
Price Consciousness 1.36 .001
Price Quality Schema 6.58* .007
Involvement 14.54** .015
Reference Price 3.22 .003
Perceived Risk 52.94** .054
Main Effects
Discount Conditions ? 40.29** .079
35% Discount 4.32 (.071) 1.75
50% Discount 4.64 (.074) 1.87
85% Discount 5.23 (.074) 1.73
Reputation Conditions " 82.26** .081
Unknown 4.32 (.063) 1.86
Widely known 5.13 (.060) 1.59
Distance Conditions ° 365.72** .282
Low 5.59 (.064) 1.20
High 3.86 (.060) 1.79
Distance X Reputation 11.90** .013

Note: N = 960, R?= 51

 All discount conditions means for attractiveness of the deal are significantly different (p <.001).
P Reputation conditions means for attractiveness of the deal are significantly different (p < .001).
¢ Distance conditions means for attractiveness of the deal are significantly different (p <.001).

Repurchase from the Same Service Provider at Half Price and Same Discount

Secondly, we conducted an ANCOVA on repurchase at half price. Discount (p
=.13) and distance (p = .18) were not significant on repurchase at half price.
Reputation (F(1, 912) = 4.19, p < .05) and satisfaction (F(1, 912) =37.90, p <
.001) were significant on repurchase at half price. Coupon proneness (p =.22) and
price consciousness (p = .24) were not significant on repurchase at half price. Price
quality schema was marginally significant (F(1, 912) = 3.26, p = .07). Price quality
schema and reputation interaction was significant on repurchase at half price (F(Z1,
912)=4.13, p <.05). We did not find discount and price quality schema two-way
interaction significant on repurchase at full price (p =.67). Unexpectedly, reference

price was a significant covariate on repurchase at half price (F(1, 912) = 6.45, p <
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.05). However, involvement was not a significant covariate on repurchase at half

price (p = .49). Table 3.7 outlines these results.

Table 3.7: Analysis of Covariance Results for three discount, two reputation, two
distance and three satisfaction conditions for repurchase at half price.

Source of Variance Mean (SE) SD F n°
Covariates
Coupon Proneness 1.51 .002
Price Consciousness 1.40 .002
Price Quality Schema 3.27 .004
Involvement A7 .002
Reference Price 6.45* .007
Main Effects
Discount Conditions ? 2.06 .004
35% Discount 27.89 (1.21) 30.97
50% Discount 33.26 (1.27) 39.33
85% Discount 36.24 (1.28) 39.63
Reputation Conditions ° 4.35* .005
Unknown 32.82 (1.04) 32.21
Widely known 32.11 (1.01) 31.28
Distance Conditions ° 1.81 .002
Low 36.70 (.99) 30.66
High 28.23(1.06) 32.83
Satisfaction Conditions ° 37.74** 076
Low 3.27 (1.27) 7.28
Average 19.61 (1.26) 24.23
High 74.51 (1.23) 30.69
Discount x Price Quality .67 .001
Schema
Reputation x Price Quality 4.13* .004
Schema
Distance*Satisfaction 9.42** .020

Note: N = 960, R*= .68

& Discount conditions means for repurchase same discount are not significantly different (p = .13).

® Reputation conditions means for repurchase same discount are significantly different (p = <.05).

¢ Distance conditions means for repurchase same discount are not significantly different (p = .18).

¢ All satisfaction conditions means for repurchase same discount are significantly different ( p <.001).

We found distance and satisfaction two-way interaction significant on
repurchase at half discount (F(1, 912) = 8.85, p < .001). Results indicated that
repurchase likelihood of low distance service provider increased significantly as the
satisfaction increased (Mlow = 2.94, Mayerage = 26.38, Muigh = 80.74; all p’s <.001)
and repurchase likelihood of a high distance service provider increased significantly

as satisfaction increased (Mlow = 3.57, Mayerage = 12.84, Muigh = 82.33; all p’s <
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.001). In the low satisfaction condition, the participants’ repurchase likelihood for
low and high distance service providers were not significantly different (p = .74).
However, in the average and high satisfaction conditions, the participants’
repurchase likelihood for low and high distance service provider were significantly

different (p <.001, see Figure 3.4).

Figure 3.4: Satisfaction and Distance interaction on repurchase at half price.
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Next, we performed an ANCOVA on repurchase same discount from the
same restaurant. The model included discount, distance, reputation and satisfaction
as between-subject factors, price consciousness, coupon proneness and price-quality
schema as continuous measured factors, including covariate as involvement. Since
we are investigating repurchase behavior at same discount, perceived risk and
reference price were not controlled. Results revealed significant main effects of

satisfaction (F(I, 912) = 901.10, p <.001), discount (F(I, 912) = 48.33, p <.001) and
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distance (F(l, 912) = 44.91, p < .05), price-quality schema (F(1, 933) = 10.50, p <
.05), coupon proneness (F(l, 912) = 4.34, p < .05), price consciousness (F(I, 912) =
3.80, p =.05), significant on repurchase at same discount. Involvement was not a

significant covariate (p = .88). Table 3.8 outlines these results.

Table 3.8: Analysis of Covariance Results for three discount, two reputation, two
distance and three satisfaction conditions for repurchase same discount.

Source of Variance Mean (SE) SD F n°
Covariates
Coupon Proneness 4.34* .003
Price Consciousness 3.80* .004
Price Quality Schema 10.50** 011
Involvement 0.23
Main Effects
Discount Conditions ? 48.33** .096
35% Discount 35.68 (1.28) 40.36
50% Discount 44.08 (1.36) 42.23
85% Discount 54.11 (1.36) 39.91
Reputation Conditions ° 2.56 011
Unknown 43.38 (1.11) 41.61
Widely known 45.86 (1.07) 41.36
Distance Conditions ° 44.91** .047
Low 49.80 (1.05) 42.53
High 39.45(1.13) 40.20
Satisfaction Conditions ¢ 901.10** 664
Low 8.31(.94) 16.89
Average 38.23 (1.87) 33.40
High 87.57 1.31) 23.52
Satisfaction x Discount 6.99* .030
Satisfaction x Distance 10.99** .024

Note: N=274, R=.70

2 All discount conditions means for repurchase same discount are significantly different (p <.001).

® Reputation conditions means for repurchase same discount are not significantly different (p =.11).

¢ Distance conditions means for repurchase same discount are significantly different (p <.001).

4 All satisfaction conditions means for repurchase same discount are significantly different ( p <.001).

Furthermore, the distance and satisfaction (F(l, 912) = 10.991, p < .001)
interaction was significant on the repurchase at the same discount. Results indicated
that repurchase likelihood of low distance service provider increased significantly as
the satisfaction increased (Miow = 9.81, Maverage = 47.91, Myigh = 93.66; all p’s <

.001) and repurchase likelihood of a high distance service provider increased
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significantly as satisfaction increased (Mlow = 10.51, Mayerage = 28.46, Muigh =
82.33; all p’s <.001). In the low satisfaction condition, the participants’ repurchase
likelihood did not differ between low and high distance conditions (p = .79).
However, in the average and high satisfaction conditions, the participants’
repurchase likelihood differs significantly between low and high distance conditions

(p < .001).

The results also revealed a significant discount and satisfaction interaction on
repurchase likelihood (F(I, 912) = 6.99, p < .001). In 35% discount condition,
repurchase likelihood of service provider increased significantly as satisfaction
increased (Mlow = 5.46, Mayerage = 23.32, Mhigh = 80.54; both p’s <.001), and in
50% discount condition repurchase likelihood increased significantly as satisfaction
increased (Mlow = 6.61, Mayerage = 37.09, Myigh = 82.96; both p’s <.001) and in
85% discount condition repurchase likelihood increased significantly as satisfaction
increased (Mlow = 18.43, Mayerage M = 54.14, Myigh = 93.48; p’s <.001). In the low
satisfaction condition, the participants’ repurchase likelihood did not differ between
35% discount condition and 50 % discount condition (p = .70). However there was
a significant increase from 50% discount condition to 85 % discount condition (p <
.05). In the average satisfaction condition, the participants’ repurchase likelihood
increased significantly (all p’s <.001). In the high satisfaction condition, the
participants’ repurchase likelihood increased significantly from 35% discount to
50% discount (p < .001) but did not significantly increase from 50% discount to

85% discount conditions.
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WOM about deal and deal sites

An ANCOVA was conducted on WOM generation about the deal. The model
included discount, distance, reputation and satisfaction as between-subject factors,
price consciousness, coupon proneness and price-quality schema as continuous
measured factors, including covariates as involvement and reference price. Discount
had a significant effect on WOM about the deal (F(2, 912) = 11.41, p < .05).
Planned contrasts found that, as predicted, participants’ WOM generation about of
the deal increased significantly from 35% discount condition (M = 2.93) to 50 %
discount condition (M = 3.15, p <.001). In addition, WOM generation about the
deal increased significantly from 50% discount condition to 85 % discount

condition (M = 3.41, p <.001).

Reputation of the service provider was not significant on WOM about the deal

(p = .25). Additionally, distance had a significant effect on WOM about the deal

(F(1,912) = 11.85, p <.001). Follow up contrast found that, participants in the low
distance condition (Mo = 3.30) reported higher likelihood of WOM generation

about the deal than in the high distance condition (Mnigh = 3.02; p <.001).

Satisfaction (F(l, 912) = 852.22, p < .001), price quality schema (F(l, 912) =
8.06, p < .01) and coupon proneness (F(l, 912) = 11.36, p < .001) were significant
on WOM about the deal. Price consciousness was not significant on WOM about
the deal (p = .41). Involvement (F(l, 912) = 7.62, p < .05) and reference price (F(l,

912) = 14.31, p <.01) were significant covariates. Table 3.9 outlines these results.



Table 3.9: Analysis of Covariance Results for three discount, two reputation, two
distance and three satisfaction conditions for WOM generation about the deal.
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Source of Variance Mean SD F n
(SE)
Covariates
Coupon Proneness 11.36** 012
Price Consciousness .63 .001
Price Quality Schema 8.06* .009
Involvement 7.62* .008
Reference Price 14.31** .015
Main Effects
Discount Conditions? 11.41** 024
35% Discount 293 (.07) 2.04
50% Discount 3.15(.07) 219
85% Discount 3.41(.07) 208
Reputation 1.36 .001
Conditions "
Unknown 3.12 (.06) 41.61
Widely known 3.21(.06) 41.36
Distance Conditions® 11.85%* 013
Low 3.30 (.06) 42.53
High 3.02 (.06) 40.20
Satisfaction 852.22** .652
Conditions ¢
Low 1.33(.07) .74
Average 2.76 (.07) 1.55
High 5.40 (.07) 1.42
Satisfaction x 3.34* .007
Distance x Reputation
Satisfaction x 5.16* 011
Distance
Reputation x Distance 4.06* .004

Note: N=960, R = .524

2 All discount conditions means for repurchase same discount are significantly different (p <.001).

® Reputation conditions means for repurchase same discount are not significantly different (p =.24).

¢ Distance conditions means for repurchase same discount are significantly different (p <.001).

¢ All satisfaction conditions means for repurchase same discount are significantly different ( p <.001).

We found distance, satisfaction and reputation three way interaction

significant on WOM about the deal (F(l, 912) = 3.34, p <.05). In the unknown and

low distance service provider condition, WOM likelihood about the deal increased

significantly as satisfaction increased (Miow = 1.29, Maverage= 3.14, Mhigh = 5.78; all
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p’s <.001). In the unknown and high distance service provider condition, WOM
likelihood about the deal increased significantly as satisfaction increased (Mjow =
1.41, Mayerage= 2.36, Mhigh = 5.06; all p’s <.001). In the widely known and low
distance service provider condition, WOM likelihood about the deal increased
significantly as satisfaction increased (Miow = 1.48, Mayerage= 3.06, Mpigh = 5.38; p’s
<.001). In the widely known and high distance service provider condition, WOM
likelihood about the deal increased significantly as satisfaction increased (Mjow =
1.56 < Mayerage= 2.82 < Mhigh = 5.43; all (p’s <.001). In the unknown and low
distance condition, WOM about the deal increased as long as service providers
provide average and high satisfaction (both p’s <.05). In the widely known and
across all satisfaction conditions, WOM about the deal did not differ between high
and low distance (all p’s >.1). Additionally, we found distance and reputation (F(I,
912) = 4.06, p < .05) and distance and satisfaction two-way interactions significant

on recommending the deal (F(I, 912) = 5.16, p <.05).

We also differentiated between WOM about the deal and WOM about deal

site. An identical ANCOVA was conducted for WOM about the deal. Satisfaction

(F(l, 912) = 50.43, p <.001), coupon proneness (F(l, 912) = 56.26, p < .001), price
consciousness (F(I, 912) = 27.89, p < .001), price quality schema (F(I, 912) = 6.97,
p < .05) were significant on WOM about the deal site. Discount (p = .06), reputation
(p = .67) and distance (p = .32) were not significant on WOM about deal site.
Involvement was a significant covariate (F(l, 912) = 12.57, p <.001). However,

reference price was not a significant covariate (p = .89). Finally, distance and
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reputation two-way interaction was significant on WOM generation about the deal
site (F(l, 912) = 3.79, p = .05). In both distance conditions, the WOM generation
about deal site did not differ between the unknown and widely known service
providers (p = .67). In the unknown service provider condition, the WOM
generation about deal site decreased significantly as the distance increased (Mjow =

4.80 < Mhigh= 4.49, (p < .05).
Stop Purchasing from Deal Sites

We also wanted to investigate the drivers of the discontinuation of purchase
behavior. An ANCOVA was conducted on stop purchasing behavior. The model
included discount, distance, reputation and satisfaction as between-subject factors,
price consciousness, coupon proneness and price-quality schema as continuous
measured factors, including covariates as involvement and reference price.
Satisfaction (F(2, 912) = 65.73, p <.001), distance (F(1, 912) = 4.39, p <.05),
reputation (F(1, 912) = 3.96, p < .05), discount (F(2, 912) = 2.35, p <.1), price
consciousness (F(1, 912 =21.75, p <.001), coupon proneness (F(2, 912) =11.59, p
< .001) were significant on stop purchasing behavior. Price quality schema was not
significant (p = .79). Involvement was a significant covariate (F(2, 912) = 8.66, p <

.05). Only reference price was not a significant covariate (p = .06).

We found a significant two-way interaction of distance and discount (F(l, 912)
=3.09, p <.05) on stop purchasing the service. Results indicated that in the 35%
discount condition, stop purchasing behavior increased significantly as the distance

increased (Mlow = 22.13, Mpigh = 27.59; p < .05). In 50% discount condition, stop
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purchasing increased significantly as distance increased (Mlgw = 22.19, Mpigh =
27.49; p <.05) but in 85% discount condition, stop purchasing did not differ
between low and high distance service providers (p =.99). Also, stop purchasing
behavior for a low distance service provider did not differ between the different
discount rates (all p’s > .1). However at high distance condition, stop purchasing
behavior differ significantly between 35% and 85% and 50% and 85% discount

conditions (both p’s <.05).

Furthermore, results revealed satisfaction and reputation two-way interaction
significant on stop purchasing (F(l, 912) = 4.18, p < .05). In the low satisfaction
condition, “stop purchasing” behavior increased significantly between unknown and
widely known service provider (Mynknown = 32.28, Muidely known = 39.14; p <.001). In
the average satisfaction condition, stop purchasing behavior increased significantly
between unknown and widely known service provider (Mynknown = 20, Muidely known =
24.71; p <.001) and in the high satisfaction condition, stop purchasing behavior
increased significantly between unknown and widely known service provider
(Munknown = 14.93, Myiidely known = 11.16, p <.001). In the unknown and widely
known service providers’ conditions, stop purchasing behavior differed significantly

as satisfaction increased (p’s <.001).

We also explored what the minimum discount would be so that customers
keep purchasing these services. The average discounts for the participants who were
previously offered a 35% discount rate, continued purchasing even when they were

offered at least 49% discount the next time. The participants who previously were
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offered a 50% discount rate continued as if they were offered at least a 54.4%
discount and for the ones who were offered 85% previously, would only continue if

they were offered at least 61.08%.

We also added demographics as covariates to all ANCOVAs above. Since the
demographics did have neither significant effect nor improvement of the model, we

excluded them from our analyses.

3.5 Discussion

Consistent with the behavioral learning theory, we found positive main effect
of discount on purchase likelihood. As for the reputation and distance, our results
confirm the theory with positive main effect of reputation and negative main effect
of distance on the purchase. This study also showed that higher levels of service
provider reputation reduce the negative impact of service provider distance on
attractiveness of the deal. Participants are willing to drive higher distances as long
as the service provider is widely known. As reference price increased, we found a
decrease in the attractiveness of the deal as expected. Price consciousness is not
found to be effective on the attractiveness of the deal, while coupon proneness is a

significant predictor of attractiveness and purchase likelihood.

Lee et al. (2012) proved individuals with high price quality schema show
consistent attitudes toward preferences. We found evidence of price quality schema
effect on attractiveness of the deal, purchase, repurchase, and WOM generation

consistently. If the consumer is using the price as a cue for quality, this
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characteristic is the only consumer characteristic that would drive them to
repurchase at full price. Also, reputation of the service provider increases the effect
of price quality schema on repurchase decisions consistent with literature. Contrary
to previous findings, we did not find price discount and price quality schema

interaction significant.

Satisfaction is found to be the main driver of repurchase and WOM consistent
with consumer service quality theory (Taylor and Baker, 1994; Cronin et al. 2000).
The higher you can satisfy a deal site user, the higher the likelihood is of getting
them back as loyal customers. The three-way interaction of satisfaction, discount
and reputation effect on repurchase at full price is providing actionable managerial
advice. Decision makers can decide on which discount rate is best according to the
satisfaction level that the service provider provides and to the reputation that the
service provider has. Widely known companies that satisfy their customers at high
levels, should not give more than 50% discount rates. Then, service providers might
decrease likelihood of repurchase at full price for the deal sites’ customers.
Unknown companies can give any discount rate as long as they satisfy their
customers. Additionally, the distance and satisfaction interaction effect reveals that
customers are more willing to drive further distances as long as they are satisfied.
The likelihood of repurchase at close distance increased with satisfaction at average

and high levels.

Coupon proneness characteristic is significant on the WOM generation about

deal, deal site and service providers. Therefore, even if the participants are coupon
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prone and do not pay full price, they might increase extra revenue by the WOM they

generate. As a result, targeting coupon prone people is a key for decision makers.

Finally, satisfaction, distance and reputation had a positive effect on the WOM
generation about the deal. If the service provider is unknown and low distance,
satisfaction increases the WOM generation about the deals. Satisfaction also reduces

the negative effect of distance on WOM generation about the service provider.
Theoretical Implications

The key to success for the deal site-service provider business model is closely
tied to repeat purchase and generation of positive WOM. According to the
theoretical basis of Behavioral Learning Theory, providing positive reinforcement
for the desired behavior as repeat purchase is very crucial (Rothschild and Gaidis,
1981). From the deal site perspective, consumers will be positively reinforced as
long as they are given various intermittent schedules of discounts in their involved
category. However from the service provider, sustainability purposes reinforcing
with the same or increasing discount levels will harm their short and long term
profitability. Our results also indicate that in order to increase the likelihood of the
repurchase from the service provider at full or gradually decreasing discount rates,
the service provider should be very careful when offering the first discount rate
depending on its own reputation, distance, and satisfaction. Behavioral learning
theory would suggest that deals act as reinforcements. Our results indicate that

action variable defined as satisfaction could be another reinforcement to motivate
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customers for repeat purchase. As a matter of fact, satisfaction is a stronger

reinforcement than the discount.
Managerial Implications for Deal Sites

In terms of managerial implications, both service providers and deal sites can
benefit from our findings and recommendations. For deal sites’ decision makers; our
results imply that the primary driver of the purchase from a deal site is the distance
of the service provider to the customer. The closer the service provider, the higher
the likelihood of purchase is and generation of WOM. In addition, consumers are
mainly attracted by widely known low distance service providers. Reputation
decreases the negative effect of distance on attractiveness of the deal especially if

the service provider is located at a high distance.

Previous literatures describe consumers high on price quality schema as ‘price
seekers’ (Lichtenstein et al. 1993) since they are willing to pay higher prices for
quality. Unexpectedly, we found that consumers high in price quality schema are
willing to purchase from deal sites at discount. We speculate that they are
considering original price on the offer rather than discounted price to decide. Thus,
deal sites can highlight the original price of the deal to attract high price quality

schema consumers.

As for the WOM creation, the consumers high on coupon proneness generate
WOM about the deal and deal site. So, the coupon prone customers are more likely

to get the deal, even if they don’t repurchase at full, but are likely to recommend it.
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While promoting the social part of the deals, the deal sites can also emphasize that

couponing is fun and profitable.

Involvement in the category had a positive effect on the WOM about the deal
and deal site, while reference price had a negative effect. The deal sites managers
can segment their consumers according to their previous purchases, demographic
characteristics and define their involved category. Offering deals in their involved

category would help increasing purchase likelihood and WOM.

Discount is found to increase the negative effect of distance on stop
purchasing from deal sites. Deal sites” managers can suggest the service provider to
decrease discount rates of high distance service providers, if both stakeholders do

not want consumers to stop purchase.
Managerial Implications for Service Providers

As for the service providers’ decision makers; we found high satisfaction as
the primary driver of the repurchase at full price. The higher service providers can
satisfy deal sites customers and the higher the likelihood is of getting them back as
loyal customers. The result of the three way significant interaction of satisfaction,
discount, and reputation drives managers of service providers to decide on the
discount rate according to the satisfaction level that the service provider can provide
and to the reputation that the service provider has. If you are a widely known
service provider and you can satisfy customers well, then offering discounts higher

than 50% would decrease your consumers’ likelihood of repurchase at full price.
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However if you are an unknown service provider, you can decide to give any

discount rate as long as you satisfy your customers.

As for the WOM creation, the consumers high on coupon proneness generate
WOM about the service provider too. So, the coupon prone customers are more
likely to get the deal from deal site but are likely to recommend it to other
consumers to compensate the fact that they are not repurchasing. Service providers
can train their personnel to encourage consumers to seek and use online coupons.
Also, service providers’ own websites can teach consumers that coming through
deal sites and couponing is profitable. In addition, service providers can highlight
that deal sites’ consumer is treated as a regular consumers to encourage coupon

prone consumers to try their services.

We found that consumers’ high in price quality schema are willing to
repurchase at full price. Identifying these people through a questionnaire
(Lichtenstein et al., 1993) and following up with those consumers would increase
their return. In addition, reputation of the service provider increases the effect of
price quality schema on repurchase likelihood at different discount conditions.
Managers of deal sites and/or service providers should both emphasize the
reputation of the service provider (if widely known) to be repurchased. However,
discount does not moderate the effect of price quality schema on repurchase. This
may be due to the fact that discount does not change the consumers’ high in price

quality schema attributions for quality, which is an advantage for service providers.
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Finally, our results showed satisfaction and reputation interaction on stop
purchasing from deal sites. This result has an implication for both deal sites and
service providers. This would predict that low satisfaction rates will do more harm
to a widely known service than to an unknown service provider which also

negatively affects deal sites.
Limitations and Future Work

We collected our data through an online participant pool and manipulated the
variables through scenarios. However, the mundane validity of the scenario
experiment is not very high. Hence, field studies that use actual deals and
consumers through cooperation with deal sites and service providers would be

beneficial to further investigate the topic.

In terms of future work, we would like to manipulate price quality schema and
purchase behavior as well as repurchase behavior. Also, future research should
investigate how deal content (keywords for service quality, popularity and images)

impact WOM and eWOM.
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SUMMARY AND CONCLUSIONS

This dissertation contains three chapters aimed at answering these three
questions. What drives customers to buy into these deep deals for the first time?
What motivates them to repurchase at lower discount rates and at full price? What
generates WOM for the service provider and/or the daily deal site? In the following

subsections, we provide a separate conclusion per chapter.

Chapter 1: The Dynamics of Groupon: Repeat Purchase and Word-Of-Mouth After

Deep Discounts

Small and Medium Size Enterprises (SMES) have a very important role in
emerging markets such as Turkey. Deal sites provide an easy to use advertising
opportunity for the SMEs, compared to other tools such as Google Adwords or
marketing campaigns which require more expertise or higher budgets. Starting their
operations in Turkey by 2010, daily deal businesses grew very fast, since the
country had about 36 million Internet users and a high Internet/mobile penetration
rate. Thus, the growth of daily deal business can contribute to the growth of SMEs.
Groupon Turkey is claiming that they have alone created a 100 million TL market
for SMEs. On the other hand, the academic research conducted, the blogs, or social
media channels reported heavy losses for SMEs after offering a deal that draws
mostly first time customers but not repeat customers (Agrawal, 2011). This creates a

challenge for service providers and daily deal sites as reflected in Groupon’s
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dropping earnings, visitors’ numbers, and increasing number of complaints. This
research gives an overall view of how consumers perceive deal sites in Turkey and
reveals how consumer motivations play a significant role in purchase from deal
sites, repurchase from service providers and WOM generation. The findings
presented here provide a novel perspective on prior research that examines price
promotions. Also to our knowledge, this is the first time that McClelland Need

Theory has been applied to the deep discount context.

First of all, high need for achievement consumers are the ones who purchase
from deal sites. In addition, we also found an interaction effect between need for
achievement and income indicating that high need for achievement consumers are
more likely to make purchases from deal sites when their income increases.
Furthermore, need for affiliation is an important driver of intention to repurchase.
The effect of need for affiliation increases especially when the service providers do
not discriminate deal site consumers from regular ones and provide full service
regardless of the discount the consumers got from the deal site. Finally, high need
for power people are the ones who are most likely to create the WOM about the
service provider. WOM increases when discrimination is controlled and when

service providing company is reputable.

Chapter 2: Catch and Release: Which Groupon Customers Will Chatter or Come

Back?

The previous study was limited by the self-report behavior. We wanted to

validate the results of the first chapter with an experimental study. Also, since the
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results were limited by the setting (Turkey) and the population we used for the
survey study (university students), we wanted to investigate these variables in US
and used different consumer segments. Finally, we enlarged the sample size in the

second chapter.

In the first chapter, we explored about reputation of company and service
quality. However, we needed to investigate the direct effect of all utility variables in
an experimental setting. The first study of the second chapter is an interview study.
In this study we explored the motivations of consumers to design our experiment.
The interviews pointed out consumers’ utility factors as discount, reputation of the
service provider, and distance from home or workplace and a set of diverse
consumer’s motivations which were in line with McClelland Theory of Needs that
we used in our previous study. These needs (need for achievement, affiliation and
power) interact with the situation to influence consumer attitudes and actions. The
experiment is a 3 (discount level: 35% vs. 50% vs. 75%) x 2 (distance: low vs. high)
x 2 (reputation: widely known vs. unknown service provider) between subjects
design. Discount level, distance, and reputation were manipulated using a
hypothetical consumption situation. The results revealed that discount, reputation of
the service provider, and distance from the service provider affect the likelihood to
purchase from online deal sites. The interaction between discount level and distance

showed that if the distance is high, consumers expect higher levels of discounts.

This study combined both utility and need theories to explain different phases

of a consumption situation. Since the customer has to scarify the price utility in
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order to repurchase at a higher rate, it is very unlikely that they repurchase at full
price. However, our results revealed that the service provider can motivate high
need for achievement as well as high need for affiliation customers to repurchase at
half the discount rate. Need for achievement has been a driver for WOM and
eWOM. Additionally, the motive for the high need for affiliation consumers to
create eWOM is also differentiated from WOM in our empirical study.

Service providers need some guidance to identify high need for achievement
and high need for affiliation consumers. This can be done simply through a needs
questionnaire that we used in this study. Once high need for achievement and need
for affiliation consumers come to the deal site, service providers may be able to

have them to repurchase at incremental discounts.

Chapter 3: Hate the Deal, Drop Groupon? Repeat Purchase and Recommendations

for Service Providers and Deal Sites

The third chapter consists of a broader experiment where we added
satisfaction to the utility factors we have used in the previous chapter. We also
investigated consumer characteristics that might affect purchase, repurchase and
WOM intentions. In the second chapter’s experimental study we did not specify an
offer category. Since the category may affect the responses of consumers, in this
study we have chosen the most popular category-restaurant that has hedonic and
utilitarian benefits for consumers. Results revealed that service provider reputation
reduced the negative impact of distance on attractiveness of the deal. Coupon

proneness is a key consumer characteristic that predicts purchase likelihood.
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Consumers high in price quality schema gets more attracted to deal, show higher

levels of purchase and repurchase likelihood, and WOM generation consistently.

Most importantly, satisfaction is found to be the main driver of repurchase and
WOM consistent with consumer service quality theory (Taylor and Baker, 1994;
Cronin et al. 2000). The three-way interaction of satisfaction, discount and
reputation effect on repurchase at full price suggests widely known companies
which satisfy their customers at high levels not give more than 50% discount rates if
they want to be repurchased later. Unknown companies can give any discount rate
as long as they satisfy their customers. Additionally, the distance and satisfaction
interaction effect reveals that customers are more willing to drive further distances
as long as they are satisfied. The likelihood of repurchase at close distance increased
if satisfaction is at average and high levels. Finally, satisfaction, distance and
reputation had a positive effect on the WOM generation about the deal. If the
service provider is unknown and located at low distance, satisfaction increases the
WOM generation about the deals. Satisfaction also reduces the negative effect of

distance on WOM generation about the service provider.
Future Research Directions

All chapters in this dissertation tie to each other in terms of methodology, the
constructs used, and perspectives taken. In this section, we identify a number of

possible directions for future research.

Enhancing our understanding of under what conditions repurchase and WOM

happens when multiple aspects of consumer motivations are taken into account is an
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important area for further exploration. Future work may manipulate the consumer
needs (need for achievement, affiliation and power) and characteristics (price-
quality schema) in a new experimental design with a larger sample size. Another
line of research may aim to identify boundary conditions for WOM effect. In our
empirical study, we used restaurants as an offer category. Future research should
investigate if and how product/service categories (e.g., hedonic vs. functional, low
vs. high involvement) affect consumer motivations in the context of deal site usage.
In terms of future work, we would like to manipulate price quality schema as a
consumer characteristic. Also, future research should investigate how deal content
(keywords for service quality, popularity and images) impact WOM and eWOM.
Finally, data was collected through an online participant pool (Mturk). Future
research may replicate our findings in an actual consumption situation, using actual

deal site consumers.
To Close

This dissertation shows that the importance of utility variables for companies
and also how they should combine their utilities with consumer motivations and
characteristics to improve their performance in the long term. If implemented
carefully our managerial implications can be a powerful strategy to provide valuable

insights to deal sites and service providers, and will improve firm performance.
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APPENDIX A
Study 1- Survey

Saym Katilimci,

Bu ¢alisma indirim kuponu saglayan firsat siteleri ve birkag kisa ¢calismanin
birlestirildigi bir arastirmadir. Online aligveris yapanlarin motivasyonunu, hizmet
memnuniyetini ve tekrar satin alma kararlarini etkileyen faktorleri aragtirmaktayiz.
Cevaplarimiz arastirmamiz i¢in biiyiik 6nem tasimaktadir, ayrica sizden alinan
bilgiler bu hizmetleri gelistirmek i¢in de 6nem arz etmektedir. Bu anketi
tamamlamak yaklasik 10 dakikanizi alacaktir. Sorular1 cevaplarken liitfen miimkiin
oldugu kadar diiriist ve acik olun. Ankete yanitlarin kalitesini saglamak i¢in
kontrol amacli birkag soru dahil ettik. Bu sorular oldukga belirgin olacaktir. Bu
birka¢ soruyu yanitlamak icin litfen talimatlari takip edin. Yardimlariizdan dolay1
cok tesekkiir ederiz,

Saygilarimizla.

Asagida ornek bir indirim firsat1 yer almaktadir.

B D T L
“t,.' ] PP \a P 3
i

o e B e el D D b A, el el e
IR T T o Bz assc A et lrete .. x| G40 et hes Mel ket -

GROUPON e J

SehirFirsati  istanbul - Anadolu

Mo il Mook Do Wil iz BN S MG R 152 & S0 | rwrite ban i o
Trwa bkt /

Bagdat Caddesi Cafe Cadde'de Tadina
Doyamayacaginiz Bir Pazar Brunch'i %50
Firsatia 35 TL yerine 17.50 TL! (3 Ay

Taow Tk e w8
g Myt T e

( Ftnat&kiﬁ!
Bl e o = o]

indirimsiz/Orijinal indirimli indirim
Fiyat Fiyat Yuzdesi

Daha 6nce bu veya benzeri firsat sitelerinden aligveris yaptiniz mi?
O EVET (1)
O HAYIR (2)
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Daha dnce bu veya benzeri firsat sitelerinden aligveris yaptiysaniz Servis/Hizmet mi
(Ornek: Restoran, masaj, gezi, hotel, kurs....vb) Uriin mii (Ornek: kiyafet, ayakkabi,
makyaj malzemeleri, ev veya mutfak esyalari, bilgisayar oyunlart......vb) satin
aldiniz?

O Sadece Servis/Hizmet (1)

Q Sadece Uriin (2)

Q Servis/Hizmet ve Uriin (3)

Hangi sartlar sizin firsat sitelerinden servis/hizmet satin almanizda etkili olur?
Birden fazla segebilirsiniz.

Fiyatin uygunlugu (1)

Servis/Hizmetin ilgili oldugum alanda olmasi (2)

Servis/Hizmet saglayan sirketin lokasyon olarak yakin olmasi (3)
Servis/Hizmet saglayan sirketin bilinen bir sirket olmasi (4)

Firsat sitesinin bilinen bir site olmasi (5)

Servis/Hizmet saglayan sirket hakkinda duyduklarim (tavsiyeler) (6)
Firsat sitesi hakkinda duyduklarim (tavsiyeler) (7)

Servis/Hizmet saglayan sirketin hakkinda reklamlar (8)

Firsat sitesi hakkindaki reklamlar (9)

Diger (Liitfen belirtiniz) (10)

oooooooooo

Daha once firsat sitesinden aldigimiz servisi/hizmeti daha sonra tekrar
indirimsiz/orijinal fiyatindan aldiniz m1?

QO Almadim (1)

O Aldim (2)

QO Hatirlamiyorum (3)

Firsat sitesinden indirimli aldiginiz bir servisi/hizmeti daha sonra indirimsiz/orijinal
fiyatindan almanizda asagidaki faktorlerden hangileri etkili olur? Birden fazla
secenek isaretleyebilirsiniz.

Indirimsiz/Orijinal fiyatin uygunlugu (1)

Servis/hizmet konusundaki olumlu tecriibem (2)

Bir daha firsat sitesiyle ugragsmak zorunda kalmamam (3)

Denedigim i¢in risksiz olmasi (4)

Lokasyon olarak yakin olmasi (5)

Servis/Hizmet saglayan sirketin bilinen bir sirket olmas1 (6)

Servisi/Hizmeti satin aldiktan sonra diizenli olarak arayip memnuniyetimi takip
etmeleri. (7)

Ihtiyacima uygun yeni servisler/hizmetler teklif etmeleri-reklam vermeleri (8)
Gelirlerinin bir kismin1 sosyal yardimlarda kullanmalar1 (9)

Odeme kolaylig1 yapmalar (10)

Cok prestijli bir servis/hizmet sunmalar1 (11)

Mecburiyet- tekrar gerektiren bir servis/hizmet olmas1 (Ornek: Yeni bir seans,
ya da egitime devam etme gibi) (13)

OCO000O0 000000 o
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Diger (Liitfen belirtiniz) (14)

Firsat sitesinden satin aldiginiz servisi/hizmeti kullanirken diger miisterilere gore
size nasil davranildi?

000000

Cok daha kotii (-3)
Kotii (-2)

Biraz daha kotii (-1)
Ayni (0)

Biraz daha iyi (1)
Iyi (2)

Cok daha iyi (3)

Firsat sitesinden satin aldiginiz servisin/hizmetin kalitesi nasildi?

CO0000O0

Cok kotii (-3)
Kaéti (-2)
Biraz Kotii (-1)
Kararsizim (0)
Biraz lyi (1)
Iyi (2)

Cok iyi (3)

Firsat sitesinden servis/hizmet satin aldiginiz sirketin bilinen bir sirket olmasi satin
alma karariizda ne kadar etkilidir?

CO0000O0

Hig etkili degil (-3)
Etkili degildir (-2)
Pek Etkili degildir (-1)
Kararsizim (0)
Kismen Etkilidir (1)
Etkilidir (2)

Cok etkilidir (3)

Firsat sitesinden servis/hizmet satin aldiginiz sirketin size olan uzaklig: satin alma
kararinizda ne kadar etkilidir?

Hig etkili degil (-3)

Etkili degildir (-2)

Pek Etkili degildir (-1)

Kararsizim (0)

Kismen Etkilidir (1)

Etkilidir (2)

Cok etkilidir (3)
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Eger servisten/hizmetten memnun kaldiysaniz, firsat sitesinden servis/hizmet satin
aldigiiz sirketten ¢evrenizdekilere bahseder misiniz?

Kesinlikle bahsetmem (-3)

Bahsetmem (-2)

Pek bahsetmem (-1)

Kararsizim (0)

Bir ihtimal bahsederim (1)

Bahsederim (2)

Kesinlikle bahsederim (3)

000000

Eger servisten/hizmetten memnun kaldiysaniz, servis/hizmet aldiginiz sirketi
cevrenizdeki insanlara tavsiye eder misiniz?

Kesinlikle etmem (-3)

Etmem (-2)

Pek etmem (-1)

Kararsizim (0)

Bir ihtimal ederim (1)

Ederim (2)

Kesinlikle ederim (3)

000000

Eger servisten memnun kaldiysaniz, satin aldiginiz bu servisi/hizmeti tekrar servis
saglayici sirketten almaniz gerekirse (6rn: restauranttan) asil(indirimsiz) fiyatindan
satin alir misiniz?

Kesinlikle almam (-3)

Almam (-2)

Pek sanmiyorum (-1)

Kararsizim (0)

Bir ihtimal (1)

Alirim (2)

Kesinlikle alirrm (3)

CO0000O0

Hangi firsat sitesi veya sitelerinden aligveris yaptiniz? Aldiginiz servisi/ hizmeti
veya servisleri/hizmetleri liitfen belirtiniz.

Bu Restoran | Guzellik | Gezi, Sergi,Etkinlik, | Kurs Spor Diger
siteden ve Otel, Tiyatro, ve Aktiviteleri

satin Bakim Ulasim Sinema Ders
almadim

www.sehirfisati.com a
WWW.grupanya.com
www.grupfoni.com
www.firsatbufirsat.com
www.birliktealalim.com
www.sehrikeyif.com
www.firsatcaddesi.com

[y Iy Iy [ Ny Iy Iy
[y Iy Iy [ Ny Iy Iy
[ Sy Iy [ Ny Iy Iy
[ Sy Iy [ Ny Iy Iy
[Ny Ny Ny Iy Ny Ny Iy I
[Ny Iy Iy I [y Ny Iy Iy
[Ny Iy Iy I [y Ny Iy Iy

[ Iy [y iy Wy
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Firsat sitelerinde en fazla gormek istediginiz aktiviteler nelerdir? (Birden fazla
secebilirsiniz.)

Restaurant (1)

Giizellik Merkezleri (2)

Konser, Sergi, Etkinlik, Tiyatro, Sinema (3)

Kurs ve Ders (4)

Gezi, Hotel, Ulagim (5)
Spor Aktiviteleri (6)
Diger(Liitfen Belirtiniz) (7)

ooooooog

Firsat sitelerinden almay1 diisiindiigliniiz servislerde/hizmetlerde asagidaki
indirimlerden hangisi sizi en fazla cezbeder?

0-29%

30-40%

40 - 50 %

50-59 %

60 - 69 %

70-79 %

80 -89 %

90 - 99%

CO00000O0

Firsat sitesinden satin aldigim servisin/hizmetin asil

fiyatinin belirtilenden. ... oldugunu diisliniiyorum.
1- Cok diisiik (1)

2- Diisiik (2)

3-Biraz diisiik (3)

4-Ayni (4)

5- Biraz yiiksek (5)

6-Yiiksek (6)

7-Cok yiiksek (7)

CO0000O0
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II. BOLUM PSIKOLOJIK IHTIYACLARI DEGERLENDIRME OLCEGI. Liitfen
asagidaki ciimlelerin her birinin kendi yasaminizla ne kadar ilgili oldugunu
diistinerek dikkatlice okuyunuz ve bu ifadelere ne kadar katildiginiz1 belirtiniz.

Verilen iste, elimden gelenin en iyisini

@
=
=
0
Q
NG
<

=]
2
o
=
E
©
X

2.
Katiimiyoru

3.Pek
Katiimiyoru

4,
Kararsizim

Katiliyorum

6.
Katilyorum

7. Kesinlikle

Katiliyorum

o @) @) @) @) @)
yapmaya galisirim.
Ben caligskan bir kisiyim. ) O O O o O
Benim igi_p yapfat?ildigimin en iyisini o o o o o o
yapmak énemlidir.
Kendimi olabilecegimin en iyisi olmaya o o o o o o
zorlarim.
Iste performansimi arttirmak igin gok o o o o o o
siki galigirim.
Latfen yanc{?ki_segeneklgrden "5.Biraz o o o o o o
Katillyorum" u isaretleyiniz.
Insanlarla konusmak igin gok zaman o o o o o o
harcarim.
B_ep _hijmanist (insanlari dustnen)bir o o o o o o
Kisiyim.
Sec¢me imkanim varsa, yalniz
olmaktansa grup halinde galismayi ] O o) o) o 0]
tercih ederim.
Bir iste (projede)gall_slrk_en kendi igimi o o o o o o
yapar, baskalarinin iglerine karismam.
Verilen bir iste (proje_de) bir_eysel o o o o o o
olarak galismay! tercih ederim.
Litfen yandalji se(;enelfl_el_'c_ien "Pek_ _ o o o o o o
Katilmiyorum" segenegini isaretleyiniz.
Bir projede yetKkili kisi olmaktan zevk o o o o o o
alinm.
Emir. vermektense emir almayi tercih o o o o o o
ederim.
Grup liderliginde aktif rol almak igin o o o o o o
cabalarim.
Ke_ndir_r_1i digerlgr!nin islerini organize o o o o o o
edip yéneten kisi olarak bulurum.
Bir grup icerisinde calistigim zaman
“grubu kontrol altinda tutmaya” o o o o o 0]

cabalarim.
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Liitfen cinsiyetinizi belirtiniz.
QO Kadin (1)
QO Erkek (2)

Liitfen yasimizi (RAKAMLA) belirtiniz

Egitim Durumunuz: Su an devam ettiginiz veya son bitirdiginiz dereceyi belirtiniz.
Q Ik - Orta (1)

QO Lise (2)

Q Universite (3)

O Yiiksek Lisans (4)

QO Doktora (5)

Herhangi bir kaynaktan (aile, is, burs) aldiginiz aylik gelirinizi veya har¢liginizi
belirtiniz.

0-499TL (1)
500-999 TL (2)
1000 - 1499 TL (3)
1500 - 1999 TL (4)
2000 - 2499 TL (5)
2500 - 2999 TL (6)
3000 - 4999 TL (7)
5000 - 6999 TL (8)
7000 -9999 TL (9)
10000 ve iistii (10)

Z 0000000000

e siklikla restoran, sinema, kafe ya da sosyal aktivitelere zaman ayirirsiniz?
Hemen hemen her giin
Haftada 3 ten fazla
Haftada bir kere

Ayda bir kere

2-3 ayda bir kere
Haftada 2-3

Yilda bir kere

Diger (Liitfen Belirtiniz)

0000000

Calistyor musunuz?
O Yari zamanli (1)
Q Tam zamanli (2)
O Calismiyorum (3)

Kiminle yastyorsunuz?
Q Ailemle (1)

O Arkadaslarimla (2)
O Yalniz (3)
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APPENDIX B

Study 2 - Stimuli
Please imagine yourself in the following situation.
You found the following offer in your favorite category.
e This offer comes from a company with a good reputation. (an unknown
company)
e The company is more than 60 minutes away (less than 10 min.) from

your home/work.
e It offers a price discount of 35%. (50%0, 75%0)

GROUPON | Festiredest

StJohn's-

«/ Thanks for signing up!




APPENDIX C

Study 2 Dependent Variables

e ATTRACTIVENESS: How attractive is this offer for you?

e ACCEPTANCE: How likely are you to accept this offer on a 0-100% scale?

Now assume that you did buy and redeem the coupon and were satisfied with the

experience. On a 0-100% scale, how likely would you be to?

e Buy the service again from the same provider AT THE REGULAR PRICE

e Buy the service again from the same provider at HALF THE DISCOUNT

e Buy the service again from the same provider at the SAME DISCOUNT

e Buy the service again from the same provider, but only at a HIGHER
DISCOUNT

e Only buy online deals from OTHER service providers; not from the same
provider

e STOP buying this service through the online deal sites

WOM-Talk

Now assume that you did buy and redeem the coupon and were satisfied with the

experience. How likely are you to:

e TALK about your service experience to friends or family?

e RECOMMEND the service provider company to friends or family?

e RECOMMEND the deal site to friends or family?

eWOM-Write:
Now assume that you did buy and redeem the coupon and were satisfied wi
the experience. How likely you to WRITE about your service are experience (for

instance blog, Facebook, local newspaper...)

146
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APPENDIX D

Study 2 - A service provider company with a good reputation and .less than 10
minutes away, offering 50% discount scenario

Dear Participant,

A research study about Deal Sites Providing Online Coupons has been initiated.
This study is investigating online coupons buyers’ motivation, satisfaction and the
factors affecting these customers’ repeat purchase decisions.

Experiences of buyers who purchase these services are very important for our
research and the information collected from you will play an important role in
improving services.

The survey will take maximum 10 minutes of your time. None of the questions in
this survey will reveal your identity. Please be honest and open as much as you can.

Throughout this survey, we have included easy to answer validation questions to
ensure the quality of responses. These questions will be readily apparent to you.
Please follow the instructions to answer these few questions.

We would like to thank you in advance for helping us with our research.
Kind Regards,

An Example of a Coupon Offer in a Deal Site:

'GROUPON _[Fiessg) -

San Francisco v

NauticShare — Alameda
Six-Hour Sailing Tour and Lesson for Two or Sunset-Cruise Package for Two with

Champagne and Dessert (Up to 69% Of

s oo |

Discount  You Save
Buy it fora friend! v/

Time Leftjlo Buy
3 days 18:36:42

!
1 bought -
ited quai available

The deallis on!

W Always Learnng W fresh Ar

Discounted Original Discount Percentage
Price Price
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Have you ever purchased from deal sites?

O Yes
O No

Please indicate how many times you have purchased from deal sites?

o1

Q 24

O 5-10

O 11-20

QO So many times that | cannot count

Please indicate how often you purchase from deal sites?

2-3 times a week
Once a week

2-3 times a month
Once a month

2-3 times a year

Once a year

Other (Please indicate)

Please indicate when you did the most recent purchase from the deal sites?

000000

1-3 days ago

4-6 days ago

1 One week ago

2-4 weeks ago

1 month ago

2-3 month ago

3-6 month ago

6-12 month ago

Other (Please indicate)

Have you ever purchased services from service providing companies directly?

QO Yes
O No

Please indicate how many times you have purchased services from service
providing companies directly?

o1

O 24

O 5-10

O 11-20

Q So many times that | cannot count

CO00000O0OO0
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Please indicate how often you purchase services from service providing companies
directly?

2-3 times a week

000000

Once a week

2-3 times a month

Once a month

2-3 times a year

Once a year

Other (Please indicate)

Please indicate when you did the most recent purchase from the service providing
companies directly?

COO00000C0OO0

1-3 days ago
4-6 days ago
1 week ago

2-4 weeks ago

1 month ago

2-3 months ago
3-6 months ago
6-12 months ago

Other (Please indicate)

Please indicate the most recent service and deal website you used.

2 2 2 "8 s¢ | 52

g £ = < | 88 %5
Groupon Q a a a a Qa a
Living Social Q a a a a a a
Deal Find Q a a a a a a
Deal On a a a a a a a
Dealster a a a a a a a
Social Buy a a a a a a a
Guilt City a ] ] ] Q a a
Yipit d a a (] (] u a
Ever Save Q a a Q a Qa a
Crowd Savings Q Q Q a a a a
Other (Please a a a 0 0 a 0

indicate)




Please specify how frequently you shop from the following deal websites?

8 © . 3
@) E = O E O £ = Lo
Groupon (W (W (W a a a a
Living Social a a a d d a d
Deal Find a a a a a a a
Deal On a a a a a a a
Dealster d d a d a a a
Social Buy d d a d a a a
GiltCity a a a a a a a
Yipit a a a a a a a
Ever Save [ [ a d d a d
Crowd Savings a a a d d a d
Other (Please o o o o o o o

indicate)

Which service category would you like to see the most on deal sites?

Restaurants

Wellness

ooooooog

Hotels and Tours

Sports Activities
Education and Classes
Product Shopping

Other (Please indicate

150

Which of the following discount percentage coupons have you purchased? Please
indicate if there is more than one?

0-19%

20-29%
30-39%
40-49%
50-59%
60-69%
70-79%
80-89%
90-99%

pooooooog
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Please imagine yourself in the following situation.
You found the following offer in your favorite category.

e This offer comes from a company with a good reputation.
e The company is less than 10 minutes away from your home/work
e It offers a price discount of 50%b.

All Deals Getaways Goods How It Works
GROUPON . ook

How attractive is this offer for you?
Very unattractive
Unattractive

Somewhat unattractive
Undecided

Somewhat attractive
Attractive

Very attractive

000000

How likely are you to accept this offer on a 0-100% scale?

Would you elaborate why you would accept or not accept this offer?

Now assume that you did buy and redeem the coupon and were satisfied with the
experience. On a 0-100% scale, how likely would you be to;

A. Buy the service again from the same provider AT THE REGULAR
PRICE?
B. Buy the service again from the same provider at HALF THE
DISCOUNT

C. Buy the service again from the same provider at the SAME DISCOUNT

D. Buy the service again from the same provider, but only at a HIGHER
DISCOUNT

E. Only buy online deals from OTHER service providers; not from the same
provider

F. STOP buying this service through the online deal sites
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Now assume that you did buy and redeem the coupon and were satisfied with the
experience. How likely are you to TALK about your service experience to friends or
family?

Highly unlikely

Unlikely

Somewhat unlikely

Undecided

Somewhat likely

Likely

Highly likely

000000

Now assume that you did buy and redeem the coupon and were satisfied with the
experience. How likely are you to RECOMMEND the service provider company to
friends or family?

Highly unlikely

Unlikely

Somewhat unlikely

Undecided

Somewhat likely

Likely

Highly likely

000000

Now assume that you did buy and redeem the coupon and were satisfied with the
experience. How likely are you to WRITE about your service experience (for
instance blog, Facebook, local newspaper....)?

Highly unlikely

Unlikely

Somewhat unlikely

Undecided

Somewhat likely

Likely

Highly likely

CO0000O0

Now assume that you did buy and redeem the coupon and were satisified with the
experience. How likely are you to RECOMMEND the deal site to friends or
family?

Highly unlikely

Unlikely

Somewhat unlikely

Undecided

Somewhat likely

Likely

Highly likely

000000
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Example: The following clauses are about your perceptions about yourself. Could
you please circle the appropriate number for each statement about yourself?

I like completing this survey

>3 2>~
> = D q
§§H o~ ™ < o © gg
5.2 =
nh 0 n <
0 0 ©) ©) 0 0 ©)

The following items are about your perceptions about yourself. Please choose the
statement that suits you the most.

> o =
= 8 'E = O
n A 2 n <L
I try to perform my best at work. O o o o o o O]
I am a hard worker. O @) O] O] @) O] O]
Itis important to me to do the o o o o
best job possible
L g}ish myself to be "all that | can o o o o o o o
| try very hard to improve my o o o o o o o
past performance
Validation question: mark
number four among the options O @) O O] @) Q Q
on the side
I spend a lot of time talking to
other people
I am a "people” person.
When | have a choice, | try to
work in a group instead of by o ©) o o ©) o ©)
myself
I try my pest to work alone on a o o o o o o o
work assignment
| prefer to do my own work and o o o o o o o
let others do theirs.
Validation question: Please mark
the second option from the left o ©) o o ©) o ©)
side
| wou_ld enjoy being in charge of o o o o o o o
a project
| _\Nould rather receive orders than o o o o o o o
give them
I seek an active role in the o o o o o o o
leadership of a group
I find myself organizing and
directing the activities of others Q Q Q Q Q Q Q
| strive to be "in command" when o o o o o o o

I am working in a group
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Gender

Please indicate your age category.
17 and under

18-21

22-25

26-34

35-44

45-54

55 and older

000000

Please indicate your occupation:

Which of the following best describes your highest achieved education level?
QO Elementary School
O Middle School
QO High School
O College
Q Master
O PhD

Please indicate your monthly income category in US Dollars.

O 0-500 %

O 501-1000
O 1000-1999
QO 2000-2999
O 3000-3999
O 4000-4999
O 5000-6999
QO 7000-8999
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Scales, Measurement Items and Sources — Study3
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Independent
Variables

Measurement Items

Source

Price Consciousness

1. I am not willing to go to extra effort to find lower prices.
2. The money saved by lower prices is usually not worth
the time and effort.

3. The time it takes to find low prices is usually not worth
the effort.

Lichtenstein,
Ridgway,
Netemeyer
(1993)

Coupon Proneness

1. I enjoy using coupons regardless of the amount | save by
doing so.

2. 1 am more likely to buy brands for which | have a
coupon.

3. Coupons have caused me to buy products that I normally
would not buy.

4. When | use coupons, | feel that | am getting a good deal.

Lichtenstein,
Ridgway,
Netemeyer
(1993)

Price-Quality 1. The price of a service is a good indicator of its quality. Lichtenstein,
Schema 2. You always have to pay a bit more for the best. Ridgway,
3. The old saying “you get what you pay for” is generally Netemeyer
true. (1993)
Involvement For me eating out at a restaurant is: Mittal
Unimportant------ Important (1995)

Boring-----Interesting to me

Means nothing to me---Means a lot to me
Does not matter ----Matters to me
Insignificant------ Significant

Of no concern to me----Of concern to me




APPENDIX F

Independent Variables and Manipulation Scenarios — Study3

Independent | Manipulation Scenarios

Variables

Reputation Please imagine that, through Groupon site, you found the offer below for
a WIDELY KNOWN (RELATIVELY UNKNOWN) and HIGHLY
ESTABLISHED (RECENTLY ESTABLISHED) restaurant. This
restaurant has started serving customers more than 90 years ago and everybody
knows it.

Discount There is a 35% discount (50% discount vs. 85% discount) through Groupon
for this restaurant.

Distance Once you check the map you realize that it is only 10 min. away (more than

60 min. away) from your home by car.

Satisfaction

Over Satisfaction Scenario:

Please imagine that you just used the Groupon coupon for the restaurant. The
food is excellent. All the ingredients are fresh. The combination of the food is
creative, and the preparation is exquisite. The waiter is very friendly and
courteous the whole evening. He gives you good advice about the food and
beverages. The period of time between the courses is just right.

The interior design is neat and elegant. The noise level is low enough that you
are able to talk in peace. Furthermore, it is just the right temperature at the
restaurant.

In short, you feel that the service at the restaurant is impeccable and really top
notch. Overall, your restaurant experience is ABOVE AND BEYOND what you
expected!

Average Satisfaction Scenario:

Please imagine that you just used the Groupon coupon for the restaurant. The
food is ok. All ingredients are average quality. The combination of the food is
similar to what you have seen before and the preparation is ordinary. The
waiter is mediocre and somewhat able to answer your questions about the food
and beverages. You wait for the food a little bit but not too long.

The interior design is nothing extraordinary. The noise level is acceptable
although it gets quite noisy at a couple of times over the dinner. Furthermore,
the temperature at the restaurant is just at the tolerable level.

In short, you feel that the service at the restaurant is not too good or not too
bad. Overall, your restaurant experience is just AVERAGE!

Under Satisfaction Scenario

Please imagine that you just used the Groupon coupon for the restaurant.
Several ingredients are not very fresh. The dishes are blunt and too spicy. The
food quality is among the worst you have ever had! The waiter is unfriendly
and rude the whole evening. He cannot answer your questions about the food
and beverages. Moreover, you have to wait forever for your food.

The interior design is terrible. The noise level is high and sometimes quite
turbulent. Furthermore, It is so cold in the restaurant that you are at the point of
freezing to death.

In short, you feel that the service is awful and among the worst you have ever
seen! Overall, your restaurant experience is way BELOW what you expected!
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Dependent Variables and Measurement Items — Study 3

Interest Dependent Measurement Items Scale
Variables
Attractiveness How attractive is this offer for you? 7 pt
Purchase How likely are you to purchase this restaurant offer? 7 pt
Likelihood
Repurchase How likely are you to buy the service again from the 100
Likelihood same restaurant at same discount? pt
STOP Purchase | How likely would you STOP buying restaurant offers | 100
through Groupon? pt
-1 n
5 ',"_J WOM How likely are you to recommend the DISCOUNT 7 pt
an 4 .| DEAL you got at this restaurant to friends or
BGSP@ family?y ’
) How likely are you to recommend the DISCOUNT
DEAL you got at this restaurant by posting in an
online environment (such as FACEBOOK, BLOG,
TWITTER, INSTAGRAM) about the discount
deal?
WOM Now, how likely are you to recommend the deal site 7 pt
itself, GROUPON, to friends or family?
[ -[elllle’ 'H| How likely are you to recommend GROUPON in an
online environment (such as FACEBOOK, BLOG,
TWITTER, INSTAGRAM)?
” Repurchase How likely are you to 100
o | Likelihood EAT AGAIN at the same restaurant AT THE pt
lCI)J "{'DJ REGULAR PRICE (without a Groupon discount)?
S S Buy the service again from the same restaurant at half
x 8 discount?
@ o How likely are you to How likely are you 7 pt

to recommend this RESTAURANT to friends or
family?

How likely are you to recommend

this RESTAURANT by posting in an online
environment (such as FACEBOOK, BLOGS,
TWITTER, INSTAGRAM)?
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APPENDIX H

Dear Participant,

The following study is about Deal Sites Providing Online Coupons. It investigates
online coupon buyers’ motivation and satisfaction with the service and the factors
affecting repeat purchase decisions. Your answers will play an important role in
improving these services. The survey will take at most 20 minutes of your time.
None of the questions in this survey will reveal your identity. As much as you can,
please be honest and open while answering the questions.

Throughout this survey, we have included easy to answer validation questions to
ensure the quality of responses. These questions will be readily apparent to you.
Please follow the instructions to answer these few questions.

We would like to thank you in advance for helping us with our research.

Kind Regards,

The following statements are about your price perceptions. Please indicate how
much you agree with the following statements

Strongly

Disagree-1
Strongly

N~
1
D
(5]
o

(@]
<

Somewhat
Disagree-3
Neither - 4
Somewhat
Agree-5

I am not willing to go to
extra effort to find lower o o o O] O] O] o
prices.

The money saved by lower
prices is usually not worth o o o o O] O] @]
the time and effort

The time it takes to find low
prices is usually not worth o o o o O] O] @]
the effort.

Please mark the second
option from left side.
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The following statements are about your coupon usage. Please indicate how much
you agree with the following statements.

Strongly
Disagree-1
Somewhat

Agree-5

Strongly

~
1
(b}
(5]
S
(=2
<

Somewhat
Disagree-3

| enjoy using coupons
regardless of the amount | o o o o Q Q Q
save by doing so.

I am more likely to buy
brands for which | have a Q O O Q Q O O
coupon.

Coupons have caused me to
buy products that | normally o Q Q O O Q Q
would not buy.

When | use coupons, | feel

that | am getting a good deal. O Q O O o 0 o

The following statements are about your perceptions regarding price and quality.
Please indicate how much you agree with the following statements.

Strongly
Somewhat
Disagree-3
Neither - 4
Somewhat

Agree-5

Strongly
Agree - 7

o | o
(5] (5]
() ()
S S
o o
(153 (153
2 ED;
@] @]

Please mark the fourth option O O o o o) @) O
from the left.

The price of a service is a o o o o o) o) ©)
good indicator of its quality.

You always have to pay a bit o O O O O e @)
more for the best.

The old saying “you get what O o o o) o) @) 0]
you pay for” is generally true.

The purpose of the following items is to measure your involvement or interest in
eating out at a restaurant. Please indicate HOW much you agree with the following
statements. For me eating out at a restaurant is:

(-3) Unimportant-------------- Neither (0)----------- Important (+3)

(-3) Boring--------------- Neither (0)----------- Interesting

(-3) Means nothing to me ---------------- Neither (0)----------- Means a lot to me (+3)
(-3)Does not matter ----------- Neither (0)----------- Matters to me (+3)
(-3)Insignificant----------- Neither (0)------------ Significant(+3)

(-3)Of no concern to me----------- Neither (0)----------- Of Concern to me(+3)
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Imagine you are considering eating at a restaurant known as “the undefeated
champ” for food, and service in your town. They offer an amazing selection of
drinks and it’s all delivered by a most polite staff that treats everyone attentively.
How much would you expect to pay PER PERSON for DINNER at this restaurant?

$

Next, we will ask you to read an experience regarding a restaurant offer from
Groupon. Later on, you will answer several questions regarding your perceptions of
the restaurant and the Groupon deal. Please take your time to read the short
information about the restaurant as well as the questions.

Please imagine that, through Groupon site, you found the offer below for

a WIDELY KNOWN and HIGHLY ESTABLISHED restaurant. This
restaurant has started serving customers more than 90 years ago and everybody
knows it.

There is a 35% discount through Groupon for this restaurant.

Once you check the map you realize that it is only 10 min. away from your home
by car.

'
+r
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GROUPON | realuea o

Al Deals New Deads Food & Dank Events & Advities Beauty & Spa Finess Healmn Home & Auto Shopping

o mae P cus I RIS

Highly Reputable Restaurant, 35 % Discount, less than 10 min.
Away!

Discount

35(y 4 y 2 ’ > A “Aways Learning” Deals For You
T Buy itforafriend! : @ - b B S teeun
et . 3 - 29 for $108 3¢ Leamn

- remaining!

Over 1,000 bought
Limited quantity available

«f The dealis on!

Please answer the following questions according to the info you have just
read. How much was the discount for the restaurant?

15%

25%

35%

50%

65%

75%

85%

How many miles do you think is the restaurant from your home?
How well is this restaurant known?

Not known at all

Very Unknown

Somewhat Unknown

Neither

Somewhat Known

Very Known

Extremely Known

000000

000000

How attractive is this offer for you?
Very unattractive

Unattractive

Somewhat unattractive
Undecided

Somewhat attractive

Attractive

Very attractive

000000
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How likely are you to purchase this restaurant offer?
Very Unlikely

Unlikely

Somewhat Unlikely

Undecided

Somewhat Likely

Likely

Very Likely

CO00000O0

How much risk would be involved with purchase of this Groupon offer?
None at all

A little bit

Somewhat more

Moderate

Slightly more than moderate

Quite a bit

Very much

000000

Would you elaborate as to why you would buy or not buy this offer?

Over Satisfaction Scenario:

Please imagine that you just used the Groupon coupon for the restaurant. The food
is excellent. All the ingredients are fresh. The combination of the food is creative,
and the preparation is exquisite. The waiter is very friendly and courteous the whole
evening. He gives you good advice about the food and beverages. The period of
time between the courses is just right.

The interior design is neat and elegant. The noise level is low enough that you are
able to talk in peace. Furthermore, it is just the right temperature at the restaurant.
In short, you feel that the service at the restaurant is impeccable and really top
notch.

Overall, your restaurant experience is ABOVE AND BEYOND what you expected!

According to the info you just read, if you were to describe your satisfaction from
this restaurant, how would you rate it?

Very Dissatisfied

Dissatisfied

Somewhat Dissatisfied

Neutral

Somewhat Satisfied

Satisfied

Very Satisfied

000000

On a 100% scale, how likely would you EAT AGAIN at the same restaurant AT
THE REGULAR PRICE (without a Groupon discount)?
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On a 100% scale, how likely would you buy the service again from the same
restaurant at half (17.5 % vs. 25 % vs 42.5%) discount?

On a 100% scale, how likely would you buy the service again from the same
restaurant at SAME (35% vs. 50% vs. 85%) DISCOUNT?

On a 100% scale, how likely would you STOP buying restaurant offers through
Groupon?

What would be the MINIMUM DISCOUNT you would require to go to this
restaurant?
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How likely are you to recommend this RESTAURANT to friends or
family?

Very Unlikely

Unlikely

Somewhat Unlikely

Undecided

Somewhat Likely

Likely

Very Likely

If you are reading this, check somewhat unlikely among the options below.
Very Unlikely

Unlikely

Somewhat Unlikely

Undecided

Somewhat Likely

Likely

Very Likely

000000

o
O
o
O
o
O
o

How likely are you to recommend this RESTAURANT by posting in an
online environment (such as FACEBOOK, BLOGS, TWITTER, INSTAGRAM)?

Very Unlikely
Unlikely
Somewhat Unlikely
Undecided
Somewhat Likely
Likely

Very Likely

CO0000O0

In a couple of sentences, please indicate what you would think and feel
about your RESTAURANT experience?
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% ,
msg;m

: How likely are you to recommend the DISCOUNT DEAL you got at
this restaurant to friends or family?

000000

Very Unlikely
Unlikely

Somewhat Unlikely
Undecided
Somewhat Likely
Likely

Very Likely

% ,
m%@‘!@

: How likely are you to recommend the DISCOUNT DEAL you got at
this restaurant by posting in an online environment (such as FACEBOOK, BLOG,
TWITTER, INSTAGRAM) about the discount deal?

000000

Very Unlikely
Unlikely

Somewhat Unlikely
Undecided
Somewhat Likely
Likely

Very Likely

4 ,
msg@@

. In a couple of sentences, please indicate what you would think and
feel about the DISCOUNT DEAL at this restaurant?

Please imagine that you have purchased the restaurant deal and used the coupon.

GROUPON

Now, how likely are you to recommend the deal site itself,

GROUPON to friends or family?

000000

Very Unlikely
Unlikely
Somewhat Unlikely
Undecided
Somewhat Likely
Likely

Very Likely
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What is the second month of the year?
January

February

March

April

May

June

July

CO00000O0

GROUPON

How likely are you to recommend GROUPON in an online
environment (such as FACEBOOK, BLOG, TWITTER, INSTAGRAM)?

Very Unlikely
Unlikely

Somewhat Unlikely
Undecided
Somewhat Likely
Likely

Very Likely

CO0000O0

GROUPON

In a couple of sentences, please indicate what you would think and
feel about Groupon?

Have you ever purchased from deal sites? (e.g. Groupon, Living Social, Saveology,
Buy with me, Google Offers etc.)

O Yes

QO No

Gender
O Female
O Male

Please indicate your age:



Please indicate your occupation:

Which of the following best describes your highest achieved education level?

00000

Please indicate your MONTHLY income category in US Dollars.

O
o
O
o
O
o
O
o
O

Elementary school
Middle School
High school
College

Master

PhD

$0-500
$501-1.000
$1.001-2.000
$2.001-3.000
$3.001-4.000
$4.001-5.000
$5.001-7.000
$7.001-9.000
$9.001 and more

167
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