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Abstract

In customer relationship marketing,
practitioners are often faced with the task of
customer valuation in terms of the expected
value and risk of the customer to the firm.
The critical elements of customer value are
the expected purchase amount and
interpurchase time of future transactions.
The measurement of the risk associated with
the two customer value components assesses
the uncertainty of the contribution of the
customer to the firm. Furthermore, the
correlation between purchase amount and
interpurchase time enables marketers to
understand the unique pattern of individual
buying behaviors. In this study we develop a
multivariate model to integrating the
purchase amount and the interpurchase time
based on conditional normal and inverted
gamma distributions with parameters related
to covariates in the hierarchical Bayes
framework. The proposed model is evaluated
with two direct marketing datasets, and is
shown to provide improved estimates of
expected customer value. Managerial
implications are discussed.

Because of the fast progress in
information technology, consumers are
getting more sensitive to the distribution of



and changes in product prices. Therefore,
firms should be interested in maintaining low
consumer price sensitivity that helps enhance
the firms’ ability to extract price premiums
and improve their long-term profitability.
Existing literature on the antecedent
variables for price sensitivity has focused on
consumers’ demographics, customer
satisfaction, reference prices, shopping
frequency, brand loyalty, and advertising
launched by the firms. All of the
above-mentioned variables are restricted to

consumers’ characteristics, behaviors,
attitudes, and firms’ promotion activities
inside a country.

This study investigated antecedent

variables for price sensitivity from the
viewpoint ~ of  international  business
management. Because of increasing
production globalization, hybrid products and
bi-national products become common.
Generally speaking, consumers have different
perceptions on different countries, which
leads to different perceptions on quality and
value of  products of different
country-of-origins.  We suggest that the
relationship between country-of-origin image
and price sensitivity is worthy of deeper
theoretical and empirical study.

The study used a between-group design
and collect data from cellular phone users in
Taipei through questionnaire survey. Two
data sources will be included: customer
database established by cellular firms and
respondents on the streets. The research
results are expected to extend both the
theoretical foundations of location decisions
of foreign direct investment and pricing
strategies.

Keywords. Country of Design, Country of
Manufacture, Price Sensitivity, Pricing
strategy, Location Decision of Foreign Direct
Investment
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Appendix

21 ZHRRR - A rRE G Eag AN G2 e jFrirds

R % ¥ By — Py =
bR AR R )] t-v alue )] t-value
pRE
1. %% Bt 0.076 2.28 ** 0.075 2.25 **
2. PO 0.076 1.92 * 0.073 1.86 *
3. wHh & 0.250 6.62 ***  (0.240 6.50 ***
4. 3y ?l’f 'ﬁ RIRTHE* 17 5 -0.133 338 ***  _(0.129  -3.3] ***
5. &M KIREAS % -0.075  -1.97 ** -0.003  -0.06
6. Wit KRKWA; % -0.251 -6.20 *** -0.315 -7.00 ***
7. &k RR*EE KRR --- --- -0.125  -3.16 ***
R? 0.2514 0.2622
Adjusted R® 0.2448 0.2546
F & 38.17%** 34.58%**

*p<0.1; ** p<0.05; *** p<0.01.
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