Center for Quality
Faculty of Mechanical Engineering

8" International Conference

ICQME2014

(Quality, Managament, Environment, Education, Engineering)

24.09.-26.09.2014
Hotel Palma-Tivat
Montenegro



24 p6th September 2014, Tivat, Montenegro 8™ International Conference ICQME 2014

Title: Proceedings of the 8" International Conference ICOME 2014
(Quality, Management, Environment, Engineering)

Organizer: Center for quality-Faculty of mechanical engineering in Podgorica
University of Montenegro
Montenegro

Sub organizer : Government of Montenegro

Design: Zeljko Guresi¢
Velimir Karadzi¢
Jelena Jovanovié, Center for quality
Aleksandar Vujovié, Center for quality

Publishers: Faculty of mechanical engineering — Center for quality in Podgorica
University of Montenegro
Montenegro

Print: Art Grafika d.o.o.
Niksi¢

Issue: 100 copies

CIP-Katalogizacija u publikaciji

Centralna narodna biblioteka Crne Gore, Cetinje

International Conference ICQME 2014 (3;2008;Tivat) (Eighth)

8" International Conference ICQME 2014, 24.-26.September 2014., Hotel Palma,
Tivat,:(quality, management, environment, engineering)-Podgorica: Faculty of Mechanical
engineering, Center for quality, 2014 (NiksSi¢:Art grafika).-VI, 225 str.

Tiraz 100.- Biljeske uz tekst.-Bibliografija uz sve radove.

ISBN 978-9940-527-39-6

a) Poslovna politika-Organizacija-Zbornici b)Menadzment-Zbornici

COBISS.CG-ID 25673744

The Organizers and the Conference Committee believe that the subject of the papers to be presented are in
line with the objectives of the conference, but it is not responsible for any data or any other information
dispensed in the Proceedings.

ICOME 2014 I



24 p6th September 2014, Tivat, Montenegro 8™ International Conference ICQME 2014

Preface

It is our pleasure to invite you, on behalf of the Organizational Committee,
to the Eighth International ICOME Conference that will be held on the
Montenegrin coast between 24 and 26 September, 2014.

The FEighth International ICOME Conference will be realized in the
organization of the Center for Quality of the Mechanical Engineering
Faculty in Podgorica, and will be sub organize by the Government of
Montenegro. The idea of Conference has first come to life when a need was
felt to have the 1 8™ traditional National Conference on Quality Management
System (SOM) with the international participation evolve into an
international conference, with an extension of thematic areas to be covered.

National Conference on Quality Management System (SOM) with the
international participation has been gathering prominent experts from the
field of quality over the last ten years. In addition to the local, Montenegro
experts, the participation lists included a number of well-known scientists
and experts from France, England, Italy, Denmark, Slovenia, Serbia,
Bosnia-Herzegovina, Croatia, USA, Turkey, Greece, Czech Republic,
Republic of Srpska, Romania, New Zealand, Iran, Canada, UK, Finland,
Slovakia and Macedonia.

At the Eighth International ICOME Conference some of the vital issues of
quality, management, engineering, education, and environmental protection
will be discussed, and the participants will be from both the university and
the commercial fields, which will contribute to a more productive exchange
of ideas and experiences.

Zdravko Krivokapic, Ph.D. Mila/y/Perovic, Ph.D.
" &3’;/{4’[??675 KL\{ v ////?%///;;’4?
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IMPACT OF SOCIAL NETWORKS ON LOYALTY

Abstract:

Customer or user satisfaction is one of the fundamental principles of quality management. However,
customer satisfaction is actually caused by the current sense of his knowledge and feelings related to a
product and service. Satisfaction is the central requirement for success; however, it is not always and
must not be sufficient. Modern business conditions conditioned by dynamic environment, and a large and
varied, but no different offer, are looking for a new dimension of customers. They are seeking for
customer loyalty thereby ensuring customers’ retention, long-term customers, price benefits, increase of
sales at customers and referrals to potential business partners. The importance of loyalty was recognized
by the European Foundation for Quality Management (EFQM) and defines the seven motivational factors
for the establishment of a process of loyalty. A major role in creating a loyalty has got the marketing
function. This paper analyses the impact of marketing activities through social networks at the loyalty
function.

Key words: Loyalty, Quality management, Social networks, EFOM

1. INTRODUCTION

From its beginnings to the present the philosophy of quality has undergone a major
transformation in terms of the focus from the product to the organization, and to the general
environment and the general good. Also the process orientation and "end - to - end" principle
directed the concept of quality management in the marketing aspect where everything begins and
ends on the market, or at a customer or a user. This ultimately led to the evolution in terms of
improvements and views on the management system that has evolved from quality control when
the focus was on the product, to business excellence where the focus is much more complex and
accentuated through the technical, organizational, economic and sociological aspects. Schematic
representation of the key representatives is given in Figure 1.

There are also many changes in marketing, especially in weighing new technological capabilities
and their use in gaining favour of the customer. Taking into account the development and
application of IT in everyday life, more and more companies are obtaining loyal customers with
the help of social networks. Through the application of social networking with enterprise
customers can quickly and easily get in touch consequently enabling two-way communication,
and allowing the enterprise to build a friendly and trustworthy relationship with costumers.
Enterprises can also highlight ahead of their competition and thereby increase sales. The aim of
this study is to investigate whether companies when advertising their products through social
networks and continuously informing customers about novelties can affect customers and their
loyalty.
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Figure 1. Basic principles and development of the concept of quality management
Source: original copyright

Also, it is of great importance to know which key factors of business and marketing activities are
significantly affecting loyalty, or whether two-way communication between the customer and
the company can leverage on increasing customer loyalty to the company. Hypotheses of work
that will be shown in this paper are:

1. Consumer’s loyalty can be affected through social networks, and
2. Consumer’s loyalty is differently affected with different parameters.

2. LOYALTY
2.1. Definition of loyalty

For a long time it was thought that customer’s satisfaction is the most important for the success
in the market. Large organizations that have established a system of customer satisfaction saw
that success does not only depend on this. The customer must feel satisfied while using the
product and the product must be remembered with satisfaction. Although the satisfaction is
important in the building of a brand, and is one of the conditions for success, it makes a profit
only in the current period. In order to achieve long-term business to profitability it must tend to a
higher dimension -loyalty. Environmental aspects of customer’s loyalty to an organization’s
operations are schematically shown in Figure 2.

Customer’s loyalty can be defined as the satisfaction of an organization or individual joint
operations, and in certain cycles repeated purchases of products or services.! A loyal customer is
committed to constantly or frequently buy from the same manufacturer, and is committed to a
particular brand, product or store. Loyal customers are willing to pay more for benefits they are
sure they will get as well as they will be more tolerant of increasing prices. A high level of
loyalty reduces costs in the future due to less need for permanently attracting new customers. A
loyal customer is not a coincidence; it is a concept that is being built. Customer’s loyalty can
serve as an indicator of how the company was successful in the past, present, and as an indicator
of future performance. The benefits of loyalty are not current. Loyalty entails a whole series of
events that result in the growth of the company. Stores often have the opinion that a dissatistied

! Kondi¢, Z: Kvaliteta i ISO 9000, Varazdin, 2002
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customer will never come back. He will not come back if the situation that led to the
dissatisfaction is poorly resolved.

—
KEEPING CUSTOMERS EXISTING
CUSTOMERS
LONG-TERM
> | RELEATIONSHIP WITH T SARE
S
CUSTOMERS NCREASE
E— | PRICE BENEFITS
COST REDUCTION
INCREASING SALES FOR FINDINGA [ E
— SHARE OF NEW CUSTOMER
CUSTOMERS
H REDUCTION OF |y
—> | RECOMENDATIONS OPERATING COSTS

Figure 2. Schematic view of various aspects of the impact of customers loyalty on business
Source: Kondié, 7. : Kvaliteta i ISO 9000, Varazdin, 2002

There are many reasons why a company should strive for loyal customers: loyal customer spends
more and brings higher profits; understands and appreciates the value that is given to him;
despite the lower price at the competition, loyal customer will purchase their products; loyal
customers are the best marketing managers for the company, because they make the best
advertisement through referrals to others, regardless of the competition which is trying to win
customers for themselves, since they still remain loyal to their brand, and thus loyal customers
plague the competition.” The company where customers are loyal has a great atmosphere, which
raises the morale of employees and prevents them from leaving.

2.2. CUSTOMER LOYALTY AND QUALITY MANAGEMENT

Taking into account customer’s satisfaction as one of the fundamental principles, and concepts
of satisfaction of stakeholders and sustainable business, the concept developing of quality
management is still directed towards loyalty. Satisfaction and loyalty do not exclude that the
organization should focus its strategic goals of satisfaction to loyalty. It is important to
emphasize the fact that there is no systematic and automatic impact of customer’s satisfaction on
loyalty and vice versa, as can be seen in the matrix shown in Figure 3.

e * highly dynamic and competitive *buyers enthusiastic with

9 market + prfnduct

= T * low product differentiation *+price .

g ) « specific rules (habits) preferences +relationship

% T of customers

= « limited product availability * good loyalty program

<C

wv)

E *no value through the eyes of | «specific market rules (monopoly)

S customer * internal buyers

O z ¥ poor quality * convenience

— o) » non-price competition * shortage of substitutes

S — » bad reputation * high costs of change

QO » disadvantage « excellent loyalty program
* available substitutes

LOW HIGH
CUSTOMER LOYALTY

Figure 3. Matrix of relationship between loyalty and customer satisfaction
Source: Kondié¢, Z: Kvaliteta i ISO 9000, Varazdin, 2002

? http://www.biznis-akademija.com/B.akademija-Zasto-je-vazno-izgraditi-lojalnost-kupca_768
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EFQM defines customer’s loyalty as "doubly behaviour which result is on the one hand in
efficient and effective extension and development of business relations, and on the other hand in
the recommendation of the organization, its name and character, its products and services to a
potential buyer" (EFQM Customer Loyalty)’. Study of loyalty has identified seven motivating
factors for establishing loyalty: enthusiasm, satisfaction, rules and inertia, partnership,
interdependence, market position and competitive offer, which are schematically shown as their
impact on loyalty in Figure 4.

ENTHUSIASTIC

ENTHUSIASTIC

CUSTOMER
SATISFACTION

SATISFACTION

CUSTOMER
READINESS
TO CHANGE

RULES AND INERTIA

A4

RECOMENDATIONS
(LOYALTY)

BUYING AGAIN
(LOYALTY)

PARTNERSHIP A STRONG

ONNECTION WIT
THE EXISTING
DRGANIZATIO

INTERDEPENDENCE

MARKET POSITION

OTHER
FAVOURABLE
OFFER

COMPETITIVE
OFFER

SUPPLIER
CHANGE

Figure 4. Seven motivating factors for the establishment of a loyalty process to the EFQM Source:
Kondié, Z: Kvaliteta i ISO 9000, Varazdin, 2002

3. SOCIAL NETWORKS AND THEIR IMPACT ON BUSINESS

Today exist dozens of online social networks on the Internet. What they have in common is to
connect people worldwide with similar interests. Social networks are defined as a web service
through which individuals create a personal profile, public (all users have access to) or restricted
(only certain users have access), regulate it, communicate with acquaintances, create groups and
photo galleries and share content. Some social networks have achieved great success when it
comes to the number of users who actively use social network, because of the ability to quickly
adjust. Currently in the world, according to the number of active users, among the most popular
social networks are Facebook, Google+, Twitter and LinkedIn”.

> EFQM CustomerLoyalty, A key to business growth and profitability*, CustomerLoyaltyteam, March, 1996
* http://www.socialmediaarts.com/resources/social-networking
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Figure 5. Most popular social networks based on the number of users
Source: original copyright

Social networks today represent the most popular websites. They have become a worldwide hit,
providing users with an easier and faster way of communicating, a chance to meet new people
and serve for the mutual exchange of information. Communication with consumers has changed
significantly, and the social network has become an important factor influencing consumer
behaviour. Business users find that social networks are enabling faster and easier communication
with customers and consumers, and more and more people through social networks improve
their business or find new business partners. Consumers are increasingly using profiles on social
networks to inform on companies, products and services. In the centre of attention is the user, not
the product. Additionally, a promotion of company and product, product advertising, sales
promotion and constant contact with consumers, respectively direct communication with the
target group, and past, current and future clients, is provided. Through social networks,
organizations have enabled the realization of a number of activities such as market research, new
product development, improvement in customer relationships, increase of e-commerce, the
successful launch of new products, increasing the familiarity of the product or brand and most
importantly strengthening the loyalty and trust of customers’. Prior to the commencement of
activities on social networks, it is necessary to make a proper analysis of the market or otherwise
time and money are being wasted. Sales to accomplish through social networks depend on how
the content is interesting to the target audience. It must be clear and focused on what potential
buyers are interested in. When organizations establish two-way communication via social
networks, they also create a community of loyal consumers with which they build a friendly
relationship based on trust. Clients and potential clients are regularly reported on the work of the
company, all the news, developments, and events and are educated about the products. The
impact of social networks on business can certainly be great. As stated, the advantages are
numerous, and precisely this mode of communication should be attractive to more companies
due to the fact that there are relatively little costs, yet simultaneously a network of fans that will
promote products and primarily increase customer loyalty is being created.

4. IMPACT OF SOCIAL NETWORKS ON LOYALTY

For the purpose of the research a questionnaire was made and was conducted on a sample of 300
respondents, of which 205 were female and 95 male subjects. The research was carried out from
March to June of 2013 across the Croatia, among people of different age groups who use the
Internet and social networks. The aim of research was to prove that with two-way
communication, customer-supplier that takes place through social networks can affect on
customer loyalty. Consequently two main hypotheses were defined: consumer’s loyalty can be

> Quarantotto,S., Per¢ié¢, M. : Velemajstorske tajne zarade, zabave i marketinga na internetu, Rovinj, 2013
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affected through social networks, as well as that different parameters differently affect on
consumer loyalty. The resulting sample is appropriate including sexes, different ages, completed
level of education and monthly income (Table 1).

Table 1. “Structure of samples (N = 300)"

MEN 95 31.67
WOMEN 205 68.33
PRIMARY 0 0
SCHOOL
SECONDARY 227 75.67
SCHOOL
engineer, BSc 70 23.33
MSc, PhD 3 1
Up to 20 years 32 10.67
21-30 175 58.33
31-40 60 20
41-50 15 5
51-60 18 6
60 i viSe 0 0
93 31
171 57
36 12

Source: original copyright

The importance of two-way communication buyer-supplier via social networks is what was
evaluated in the questionnaire in order for the received results to show which criteria during two-
way communication are most important to them and which are less important, i.e. criteria that
may affect their loyalty. Resulting data show that for the respondents of the utmost importance is
rapidly access to information and news about the brand and more flexible and faster
communication, while their least important is strengthening the sense of connection to the brand
and is exactly in this issue reached the highest approval respondents. Sorting respondents by
gender obtained results shows that for male respondents the most important are quick access to
information and news about the brand and more flexible and faster communication while the
least important is a sense of the contribution to the success of the brand. For female respondents
on the other hand of the utmost importance is the possibility of complaints and quick access to
information and news about the brand, while strengthening the sense of connection with the
brand is of the least importance. Sorting by qualifications shows that for respondents with
secondary education are of the utmost importance quick access to information and news about
the brand, while strengthening the sense of connection with the brand is of the least importance.
For the respondents with the title of engineer, BSc., the most important is the possibility of
complaints, while the least important is sense of contribution to the success of the brand. The
number of respondents with the title MSc, PhD, was the lowest, and the results show that, for
them, of the utmost importance is possibility of complaints, while the least important is adaptive
and personalized content, strengthening the sense of connection with the brand and more flexible
and faster communication. In the sorting by the age group, the results show that for respondents
up to 20 years the most important is quick access to information and news about the brand,
however two-way communication affecting on the increase of loyalty is of the least importance.
The age group of 21 to 30 years gave the highest grade to the opportunities of complaints, while
the impact on the attitude of others about popular brands is the least important for this age group.
For respondents aged of 41 to 50 years the most important is to reduce the cost of
communication, while their ability to praise good product and strengthening a sense of
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connection to the brand is of the least importance. The age group of 51 to 60 years consider that
the most important is quick access to information and news, but the least important is
strengthening the sense of connection to the brand. The last sort of respondents was made by
monthly income. The results obtained showed that for the respondents with below-average
monthly income the most important is fast access to the information about the brand, more
flexible and faster communication and reducing communication costs. Strengthening the sense of
connection with the brand for people with below-average incomes is of the least importance. The
most important issue for people with average monthly income is the possibility of complaints,
while strengthening the sense of connection with the brand is of the least importance for people
with below-average monthly income. Respondents with above-average incomes find of utmost
importance fast access to the information and news about the brand. However, the activity and
the two-way communication affecting on increase in the satisfaction for these respondents is of
their least importance. The results show that using social networks can affect on consumer
loyalty, which proves the hypothesis 1. Each criteria has a different meaning, but there are still
very important and less important criteria, and specifically these very important ones prove
consumer loyalty on social networks. The most important question in the questionnaire for
respondents was fast access to information, which is very important to users that at any time
have access to the latest information, and that they can ask any inquiry, put comments and
compliments, which certainly affects on their loyalty. The next most important issue is more
flexible and faster communication, which means that prompt reply of administrator to requests
and questions of customers, increases their loyalty. Also, with the analysis it was proven that
different parameters differently affect on consumer loyalty, thereby proving the second
hypothesis. Since in the analysis gender, education, age group and monthly income of the
respondents disaggregated the obtained data, we can clearly see that the criteria are essential to
particular group. This means that different groups react differently with selected criteria of
loyalty. By classifying respondents according to these groups we can see that there are some
discrepancies of the most important criteria, and that each group has its own key criteria. So
questions about loyalty are responded differently between men and women. People with
secondary education have different important criteria than those who are highly educated, and
the same goes for the age of the respondent and to their monthly income. Using these data, it was
easier to reach specific target groups, because it is proven that each group has its own essential
criteria that must be complied with. The study results also show that Facebook is actually the
most popular websites for social networking, and that truly became a term for social networks.
This is supported by figures that 89% of respondents are most active on Facebook as a social
network, and that the Facebook is not only a good marketing tool but it is also a good place for
online business. Therefore, advertising on Facebook is currently the most efficient on the
Internet (Table 2).

Table 2: "Social networks with the highest attendance to the research results"

Other (LinkendlIn, 8 2,67%
Instagram, Tumbrl

Source: original copyright
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Exactly these results presented above prove that Facebook keeps convincing first place on a
scale of most popular social networks and that this social network has the greatest impact on
loyalty.

5. CONCLUSION

The expansion of social networks has resulted in the fact that in today's culture they have
become an indispensable part of everyday life. Companies in them perceive the "fertile ground",
and are developing different ways of advertising every day. Companies that are technologically
aware perceive social networks as an excellent way of communicating with consumers.
Consumers of a new generation want availability and speed in communication with the company
as well as speed in satisfying their requirements and needs which is through social networks
easily achievable. Although it is difficult to create loyal consumer when at any given moment
there is a range of competitive products, however social networks enable to accomplish what is
proven with research. Various consumer groups have different criteria, and therefore they need
to be approached so as to satisfy their most important criteria. They will then, with greater
pleasure monitor a specific profile of the brand, and be active in discussions and queries.
Furthermore, it is essential to have updated employees that correspond in the name of the
company, in order to present customers with the latest information and news. In that way its
consumer's loyalty of a brand is increasing because their needs and requirements are fullfilled,
and therefore it has a positive effect on the company's business and ensures its future
performance.
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