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Abstract

In a highly competitive business environment, the understanding of purchase
intention is important towards marketers. As a result, automobile manufacturer
and assemblers ought to ascertain consumer purchase intention in order to stay
ahead in the fierce competition and the globalization of the automobile industry.
Despite prior studies on purchase intension, no framework has been analyzed
nor discussed to identify consumers’ purchase intention. This research intends
to fill this knowledge gap. Specifically, the purpose of this study is to explore
Malaysian consumers’ perceptions wjth regards to their purchase intention on
passenger cars; to identify how Country of Origin, informational influence,
automobile attribute and service issues can affect on purchase intentions. By
developing this knowledge, a proposed research framework is designed in order
to present an in-depth understanding of identified variables on purchase

intentions.

The nature of the study is quantitative research with deductive approach. Self-
administered questionnaire was conducted to 260 potential car buyers in
selected five car companies in Malaysia in order to collect primary data. A quota
sampling method was used to suit predetermined quota. A five-point Likert
scale was used to measure respondents’ perceptions on intention to buy
passenger car. Primary data analysis was generated with the use of SPSS 17.0.
Reliability, validity, Independent sample t-test, Pearson Correlation and Muitiple
regression were used to analyse the data of this research. The findings of this
research have revealed that counitry of origin, informational influence,
automobile attribute and service issues has significant effects on purchase
intentions. In addftion, the findings also showed that consumers have higher

preferences to buy a foreign brand car instead of national brand car.
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Theoretical and practical implications are discussed with proper
recommendations. Certainly, this research was able to draw vital information as
a reference for future researches, government officials, automobile
manufacturer s and dealers as proxy measures for Malaysian perceptions on
car purchases. Future researches can expand the learning paradigm through

the output of this study.

Keywords: Purchase intention, Country of Origin (COQ), informational influence,

automobile attribute, service issues and passenger car.
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Chapter 1

Introduction

1.0 Chapter summary

alaysia has the largest passenger car market in the ASEAN region due to the
id growth of the economy and as well as the high purchasing power of its
citizens. Generally, the establishment of the National Car Project in 1984 has
- ‘successfully transformed Malaysia from a small motor car assembler into a car
manufacturer. However, before discussing the factors that affect the purchasing
E_:f_ébision of Malaysian consumers towards passenger cars, it is imperative to
\ ve a better understanding on the background of Malaysia's automobile

industry from the aspect of general behavior, trends, and future prospects.

The-biasness of Malaysian car customers’ towards either national cars or
lm'_'ld'ﬂed cars has created a golden opportunity for the researcher to conduct a
study on the intention of purchasing passenger cars among Malaysian
stomers. This chapter encompasses the deliberation on the problem
- statement that link with the research questions and the research objectives. The
Significance of this study is explained and this is followed by the research
"assumptions and limitations. Finally, the structure of the study is covered at the

end of this chapter.

INT! International University (2011)




Background of the study

. Malaysia developed a nationally owned and controlled automotive industry
. through significant changes in the government's industrialization strategy under
the Heavy Industrial Policy in the early 1980s. In 1983, the Malaysian
government had the intention to rationalize the automotive industry and to
increase the local content of it with the goal of achieving a desired economies of
; -__récale. This intention has led to the formation of a tripartite joint venture between
.'Heavy Industry Corporation of Malaysia (HICOM), Mitsubishi Corporation (MC)
-Japan and Mitsubishi Motor Corporation (MMC) to improve the international
Co_i_mpetitiveness of the automotive industry by upgrading Malaysia's assembly

ddstry into a manufacturing industry (Peter and Govindaraju, 2011).

increase in disposable income and leisure time of Malaysians. Subsequently,

this has also led to a change in the life-style of Malaysians. With the new found

ca anership in Malaysia is expected to increase significantly from
approximately 200 cars per 1000 people in year 2000 to approximately 500 cars
per 1000 people by year 2050 (refers to Appendix 1).

An “Aspiration Index” is used to determine the relationship between existing
ownership levels and future intentions to buy a vehicle. The aspiration index
shown in figure 1.1 shows that there is a good prospect for Malaysia’s car
ownership. Malaysia is ranked medium in this aspiration index, reflecting that

Malaysians aspire to purchase more cars in the future and the demand for cars

INT! International University (20ﬁ‘1 i3]




would be higher than the current levels (Nielsen, 2005). Therefore, this index
can be used as an indicator for car manufacturers and car sellers to understand

© the Malaysian consumer’ behaviour on car purchases.

Figure 1-1: Aspiration Index (Source: Nielsen, 2005}

r_1__e' of the challenges of the automotive industry is the volatility of petrol price.
tro[ is a complimentary good to automobiles. Theoretically, the changes in
__tr_é'l'price will have an effect towards the demand for cars. For example, if the
_cé’ of petrol increases, consumers might have second thoughts on purchasing
w cars because they need to allocate a higher portion of their income to pay
or petrol. The Star (2010) reported that the Malaysian government has
__ _':i_iounced austerity measures by reducing its subsidy on petrol and diesel.
Efféctive from 4" December 2010, the price of RON 95 and diesel had
néreased by RM 0.05 per liter while RON 95 increased by RM 0.15 per liter.
However, instead of a general decrease in demand for cars, the Malaysian
__Automotive Institute (2011) reported that there is an increase in demand for

~ fuel-efficient cars or hybrid cars due to the price increase. Therefore,

N_Ti International University (2011)



utomobile manufactures may need to consider designing more fuel efficient

rom the perspective of automobile manufacturers, Garcia (2007) stated that
.t_hé main interest of automobile manufactures is to recognize consumers’
.;:p.:rg.e::ferences and likings (as part of buyer behaviour) in purchasing new vehicles.
Ths is because these two factors can significantly contribute towards
nufactures’ operations and marketing decisions. Hashim (2008) pointed that
the highly competitive automobile market, automobile manufacturer and
emblers should take a proactive approach to ensure that consumers will

hoose their products over competitofg.

rincipally, purchase intention of consumers has been well documented by
urf_ent literatures (Rodrigue and Biswas, 2004, Jalilvand et al., 2011; Wang and
_ ,'.:2008; Hashim, 2008 and Prendergast ef a/., 2010). Wu and Chen (2000)
:_s_t"gféd that marketing researchers and practitioners are interested in
lerstanding the manner of which consumers make purchases. Furthermore,
qo""" es of the mentioned literatures can be applied as well in the context of
| .'llnsumer behaviour fowards passenger car purchases. From purchase
nt"': n, automobile manufacturers and car marketers can have a better
1 s anding on customers’ expectation on the desired car features, designs

rvices.

> information on purchase intention can be beneficial to automobile
m nufacturers_ and marketers. Morwitz et al, (2007) asserted that purchase
ntion can be used to estimate sales performance of the company. Urban
__ nd Hauser (1993) explained that understanding purchase intentions can assist
__'managers to determine ideal geographic markets as well as which customer

- segments, ensuring that the launching of the products can be done effectively.

INTI International University (2611)




herefore, it is imperative to study the importance of purchase intention and this

research is applied this context of the Malaysian car industry. |

.'\Ni_th intensive competition, customer satisfaction is becoming increasingly
;|_n€bortant for organizational sustainability. Automotive firms often face customer
Hfésatisfaction and complain due to the poor service delivery such as the
:'i:ﬁ:ability to meet the day of order and collection, length of waiting time and lack
of alternative specification taken. Some automotive firms also failed to keep its
mise of deliver after-sale-services (JDPower, 2011). Poor customer service
at leads to customer dissatisfaction may have a negative effect in decreasing
hase intention. Despite the numérous publicised researches on purchase
on, Hashim (2008) explains that there is no framework yet for
|fioners and researchers to justify consumer buying intention. This
arch is crucially important to identify potential car buyers’ preference buying

d consumer behaviour throughout Malaysia.

Automobile industry in Malaysia

f damenital establishment of the automobile industry in Malaysia began
ugh the suggestion of the Colombo Plan experts in 1963. In May 1964, the
_ly_s'_'ién government announced the policy of encouraging assembly for
ani 'acturer and automobiles of component parts. The government applied a
' _il number of policies not only to further enhance the development of the
M laysian automotive industry but also to encourage vehicles to be assembled
l'b’(_:'iél"!y. Hence, policies encompassing certain spare parts and components of a
v_e?";ie must be manufactured locally, putting a tariff system and imposing
import taxes based on CBU imports (United Nations , 2002).

- INTI International University (2011)



In 1984, another key development in the automolive industry was Malaysia
faunching the Nétional Car Project (Proton). The first Malayéian national car
I(Proton Saga) was launched in September 1985. To some extent, the scope of
the project was meant fo lead the automotive industry to reach a higher
technological level and the development of intellectual property in this industry.
In general, the Proton project was a technological cooperation with Mitsubishi
Motors Corporation of Japan. The Proton Saga model was launched in 1985
through the joint-venture programme (Rosli, 2006). The evolution of the

.'Malaysian automotive industry is well-presented in the appendix section (refers

Automotive industry of Malaysia can be assessed as a booming industry
whléh includes areas of activities from car manufacturing to dealing auto
b;jsiness with foreign countries. For example, Malaysia is one of the main
T?‘od_ucers and exporters of vehicle parts, spare parts and accessories, which
é'ommonly accepted by most of modern countries in the world. The majority
'I:"\"/Ea!aysian cars are exported to countries such as Japan, Taiwan, Thailand,
Sing pore, Indonesia and UK. The Malaysian automotive products and

jé_:'_'_fies of high quality with affordable price has attracted leading
to_r‘né't.ive manufacturing companies to invest in Malaysia. For example,
erpeaes, Mazda, Suzuki, Nissan, Ford, General Motors and Mitsubishi have

ted some of their operations in Malaysia (Malaysia Industry, 2010).

__'.é_fg'automobile industry in Malaysia has played a significant role especially in
3 aevelopment of the manufacturing sector with the aim of enhancing the
ihdtjs_trialization process in order to achieve Vision 2020 (United Nations, 2002).
other words, Malaysia owns the largest passenger automobile market and
maintains its status as the largest passenger car market in Southeast Asia with
les of 486,342 units, or nearly 91 percent of its total auto sales in 2009
(Philstar.com, 2011). Malaysia’s national cars dominate the Malaysian auto
: market. PERODUA and PROTON jointly accounted for 57 per cent of the

| International University (2011)
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Jicles sold annually (refers to Appendix 3). The domestic car holds a
substantial market share in Malaysia. The sales of the national cars have

contributed to Malaysia’s economic development.
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Figure 1-2: Production and sales from January to December 2010 (Source:
Malaysian Automotive Association, 2011)

The total industry production (TIP) continued its upward trend in 2010 to reach
922,568 units which is 16.9% higher compared with 2009. In 2010, the total

INTH International University (2011)
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1stry volume (TIV) of passenger car was 543,594 units showing an increase
7,252 units or 11.8% compared to 2009. Nevertheless, the share of the TIV
rcpped 0.8% compared to 2009. Positive market response has contributed to

the increase in the share of passenger cars.

However, in terms of expanding sales, production, employment and local
ontent, the Ma[aysianw automotive industry failed in both international
‘competitiveness and industrial upgrading. These failures can be attributed the
flimited participation in the global value chain, low marketing capabilities and
chnology, and lack of political promotion for a high challenge-high support

environment (Peter and Govindaraju, 2011).

2 Research questions

hié’IStudy attempts to identify consumers’ purchase intention in order {o provide
better insight on factors that influence the purchases of passenger car among

alaysian consumers. Thus, four research questions are developed as below:

1. How can the Country of Origin influence the purchase intention on car
: purchases?

. How can informational influence affect consumers' buying decision on
“car purchases? |

. Is there a relationship between automobile attribute and intention when

buying a passenger car?

4. Can service issues affect car buying intention in Malaysia?
- 5. Are there differences in the evaluation of Country of Origin, informational
influence, automobile attribute, and service issues between Proton

consumers and Toyota consumers?

- INTI International University (2011)



search objectives

search objectives are required to satisfy the research purpose. This study is
lesigned to determine the possible types of factors that can affect purchase
tion and its measures. Therefore, this study undertakes four research

ctives which can be defined as follows:

. To examine how the Country of Origin can effect the purchase intention
on car purchases.

To identify how informational influence can affect consumers’ buying
* decision on car purchases.

“To investigate whether therg is a relationship between automobile
attribute and consumers’ purchase intention.

- To examine car buying intention regarding possible service issues in
Malaysia.

.. To investigate whether there are differences between Proton consumers’
~and Toyota consumers’ in their evaluation of Country of Origin,

" informational influence, automobile attribute and service issues.

roblem definition

il :ysia, 66% of the consumers have indicated that reputation or brand was
_'g._':'.ufMOst important factor that influences decision making when purchasing
éféf-'(NieIsen, 2006). However, Proton as Malaysia’s National car which ranked
_e'.second highest market position (refers to Appendix 3) but ranked lowest in
‘Malaysian Customer Service Index Study (refers to Appendix 4). With this
:d h_tified research gap, this study intends to investigate consumers' intention in
_pﬁ'rbhasing a car in Malaysia.

INTI International University (2011)
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sets of the 2008 oil price shock and economic crisis in United States has
| the consumer buying behavior on car demand and preference. The
E‘tiue industry faces challenges such as fuel economy, cost reduction and
h'r_'iblogy issues (The Auto Channel, 2010). McManus (2006) supported that
p es may influence buyers’ purchase decisions. A substantial increase in
prices of automotive fuels causes less demand on automotive industry. TNS
0 ) indicated that price is an essential element during recession and
” tically influenced the purchase interest. If automobile manufacturers choose
...-.bre the problems, sales of passenger car will most likely drop drastically.
ffheless, Malaysia's car market remains vibrant and the demand for new
senger cars is still strong in the first quarter of 2011. Automotive analysts
d out that the increase in mé?irketing efforts from carmakers such as
déd warranties and free vehicle maintenance has generated higher sales
_e‘-;(Y:ahoo, 2011).

ver there are some problems. It has a variety of release failures that has
!te : in lost revenues, lost business opportunity and further damage to
ty eputation due to the failure in meeting rising customer expectations
d: by increasing customer dissatisfaction on the total vehicle pick-up time.
f)ickup time is the second most important reason (refers to the Appendix
écﬁieve customer satisfaction (JDPower, 2011). Thus, it will significantly
c consumers’ buying behaviour. Automobile companies ought to reduce
u_r_hbers of impatient consumers through well-planned order to delivery
D)'System.

On the other hand, the Malaysian government has reduced the subsidy on
és'fai and fuel from December 2010 onwards. As a result, the increment on fuel
rices are remarkable. Price of diesel as well as RONS5 has increased RM 0.05
p’er litte respectively. On 1st December 2010, the price for RON 97 has
s _.:ncreased by RM 0.15 (The Star online, 2010). Therefore, new-vehicle sales

have shown sign of slowing in recent years (Autospectator, 2010). Additionally,

- INTI International University (2011)
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“problem is that basically new fuel pricing could cause a p_rofitability decline
;:;xury auto purchases due to luxury cars with bigger engine capacity having
-pay more for fuel. According to The Malay Mail (2009), luxury car makers
. tinue to receive unexpected bookings from customers during the global
'éonomic downturn. Hence, argument on how automobile attributes like engine
apacity, price and fuel efficiency may bring an impact on car purchases will be

arried out throughout this research.

ccording to Eze et al., (2011), some empirical prior studies have been done on
-automobile industry in Malaysia hut previous researchers only offer limited
formation and have not really focused on the consumer purchase intentions.
n_y_._- previous studies on purchase intention has been published, however,
eafchers and practitioners are unable to identify consumer purchase
_'htion as no framework has been discussed and analyzed extensively yet
im, 2008). No research has been conducted to empirically classify factors
pfihg consumers’ purchase intention to buying passenger car in Malaysia,
his research wili fill this gap. Nevertheless, the attractiveness of this

rch is to shed light on the consumers’ purchases intention regarding the

Significance of the study

he academic significance of this study explores- the notable aspects of
Q_Stomer perspective on consumer behaviour and this study would also be a
.r;_e_f.:_'ew on the factors affecting purchase intention and the possible issues on
buying passenger cars. With this research done, this study is not only to identify

which variable has a stronger impact on customer's purchase intention on
- Passenger car purchases but also to show effectively an accurate description of

the relationship between purchase intention and passenger car purchases.

INT! International University (2011)
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6 future researchers, this study is able to draw baseline information for
‘purchase intention analysis on the recent status of Malaysians’ buying pattern.
The output of this research is a source material that future researchers can
.:assirnilate and expand in their learning paradigm. Additionally, this research
. ims to fill out the knowledge gap of similar research. Previous research only
focuses on customer's purchase intention in general without highlighting the
:-_'_i.\/ialaysian car industry. Furthermore, this study contributes to the knowledge of
_'é'g')_urchase intention on passenger car purchases through the Malaysian
| onsumer perspective. As a resulf, this research intends to further explore this
'f'c_onstruct (purchase intention) in the aim of contributing to the automobile firms
by offering insight on the country of origin, informational influence, automobile

ttribute and service issues.

esides, the practical significance of this study would be beneficial to the
Jtomobile industry as this study enhances the knowiedge of the consumers’
: 6hase intention on passenger car purchases based in Malaysia. This
earch can potentially provide information towards the government,
omobile manufacturers and automobile companies to make decision on new
duct development and adjust the company'’s strategies as well as marketing
otions programme. Certainly, research findings provide a guideline for
nger car manufacturers to benchmark product development as well as
e quality in order to reap the benefit of word-of-mouth. This study

butes to automobile companies as proxy measures for the Malaysian

refore, the understanding of consumer buying behavior is a necessity due to
th_ fast changing buying habit with the accelerating rate of technological
dvancements. Automotive firms must tirelessly find out the latest in consumer
buying behavior in order to sustain itself in the high competitive car industry

:t"hrough improvement and innovation. This study aims to investigate how

International University (2011)
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customer's purchase intention will influence the final buying decision on

passenger car purchases.
1.6 Research assumptions

- The majority of the secondary sources are from other country’s journals and
.. articles. It is assumed that can be adopted in Malaysian settings. it is assumed
- that throughout this research information from automotive and automobile
: industry can represent the car industry especially passenger car. Additionally, it
is assumed that similar studies execlted in other industries can be applied in
this research. Respondents are assumed to be potential car buyers and well
fémiliar with the passenger car purchases in Malaysia. it is assumed that
respondents will provide unbiased answers in the questionnaire. Due to the
short period of study, all respondents chosen from Mawico Auto (M) Sdn Bhd
. d its branches such as Teratai Auto Sdn Bhd, Esteem Move Sdn Bhd,
Fumigawa Motor Sdn Bhd and MIDAS Gallery Sdn Bhd are assumed to be

representatives among Malaysian customers.
17 Research limitations

regarding the time constraint of the study, there are some research limitations
m this study. Lack of previous literature on the car industry in Malaysia as well
as imprecise information or secondary data which might not up be to date has
created research limitations. Furthermore, the time frame of this research has
created a narrow sample size and this has posed a limitation on the probability
to represent whole consumers on passenger car purchases in Malaysia. As this
research only adopted the cross-sectional research methodology, data collected
is limited. A self-report questionnaire is conducted and might involve some bias

but overall findings of this study could represent the purchase intention of

. INTI International University (2011)
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otential car buyers. This research is limited because the survey results were
ased on respondents from selected car companies in West Malaysia.
-__:T.herefore, this research can be a guideline, but is unable to represent whole
potential car buyers’ purchase intention in Malaysia and is not suitable for all

‘automobile firms in Malaysia.

.8 Operational Definitions

he following definitions of the variables without citation have been developed

7

y the researcher in table form.

Table 1-1: Operational definition of variables

assenger car Passenger car is a wheeled motor vehicle that

has at least four wheels and used for the
transport of passengers which including no more

than eight seats comprising the driver’'s seat.

ase intention Purchase intention is the degree to which an
individual's conscious plan has built whether to
perform or not to perform a particular future

buying behaviour.

COO refers to the country of manufacturing which
means the final point of manufacturing
accomplishes the marketing either of the product
or the brand same as what headquarters of the

organization do.

Informational influence Informational influence refers to people’s

Tl international University (2011)
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tendency to accept information from others as

credibie evidence about reality.

Automobile attribute Automobile attribute describes the distinctive

tangible as well as intangible features of a car
that provides certain values or benefits towards

customer.

Service issues Service issue is a highly customizable intangible
product that designs to fuifii customer's
expectation such as warranty, after sales service

and maintenance.

1.9 Outline of the dissertation

This study comprises of five chapters which include the Introduction, Literature
review, Research methodology, Findings and Discussions and followed by

Conclusions, Recommendations and Personal Reflections.

Table 1-2: QOutline of the dissertation

'Chapter 1

This chapter begins with the background of the research and an overview of the
automobile industry in Malaysia. The problem statement is discussed to identify
the gap found in the literature. Four research questions and four research
objectives are developed and followed by the significance of the study, research

assumptions and research limitations.

Chapter 2

This chapter covers the theories and prior studies related to factors affecting

INT! International University (2011)
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o_rﬁer’s purchase intention on passenger car purchases. Previous findings
ve been used to construct the questionnaire for this study. In addition,

ypotheses and a proposed model of this study is developed in this chapter.

Ch pter 3
hIS chapter outlines the research design to fulfil the research purpose.

Besides, the research approach and research strategy is included. The data
ollection method, sample size, questionnaire development, pilot study,
eliability and validity and statistical methods are discussed. Measurements of
ariables and definitions of operationalizations are addressed as methodology

his chapter.

Chapter 4
is chapter presents results of statistical tests based on the coliected data to

t the findings of the study. Discussion regarding the prior studies is made.

is hapter sketches the overall findings, recommendations of future research

ons and ends with personal reflections.

INTI Internaticnal University (2b1 1)
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Chapter 2

Literature review

Chapter summary

s chapter examines the concepts, theories as well as findings from past
earches leading to the development of the theoretical model. Particularly, a
gt_uré pertaining to theory of reason action and planned behaviour,
nsumer  behaviour, purchase intention, country of origin, informaticnal
fluences, automobile attributes and service issues are widely reviewed. Four
ct s followed by suggested hypothesis for each factor is well explained and
'::'C'Ljssed in this chapter. Previous empirical findings are explored to construct
___qu_estionnaire for this research. Thus, a suggested research model is

_é:r;_.i'bed'at the end of this chapter.
The importance of understanding purchase intention on car purchases

ce the past few decades, the topic of purchase intention in all the industries
a_-v__'_: been widely studied and discussed. Based on the research gap that has
been raised in chapter one, Malaysians are concerned car brand when they
ake decisions to buy a passenger car. However, the first and second market
posmon is held by Malaysia’s National cars which are Perodua and Proton. It is
ih_teresting to study how selected factors in this research like information
urces, product attribute and post-sale services will impact the Malaysian

purchase intent in choosing the car brand.

INTI International University (2011)
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dditionally, many car companies are unable to meet customer satisfaction on
assenger car purchases. The problem issues consist of inefficient on time
deﬁvery, unqualified service advisors and low standards of car showrooms that
-'\'rﬁ.ill lead to an increase in the level of customer dissatisfaction. No doubt
satisfaction definitely can lead to customer purchase intentions. Therefore, this
:-r::ééearch also aims to identify factors contributing to the increase in purchase
intention towards car service sectors, the government and the future

sgearchers.

2 Theory of reasoned action and planned behaviour

“Control
: Beliefs

__(;é: Westaby, 2005

s study makes use of Fishbein and Ajzen’s (1975) model of theory of reason
action (TRA) and planned behaviour (TPB) to explain the relationships between
the Country of Origin, informational influence, automobile attribute, service

ues and consumers’ purchase intention.

__Chen et al, (2007) stated that TRA can be treated as a prediction tool in
determining the purchase intention of a customer. In addition, TRA formed by

behavioral intentions through an individual's attitude toward behaviour and

INTI Internationat University (2011)



