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Rapid growth in the mobile telecommunications industry has resulted in near-saturated
markets and thus intense competition. Due to high new customer acquisition costs, mobile
network operators (MNOSs) provide attractive offers to competitors’ existing customers to
encourage switching. Consequently, MNOs currently face accelerated switching rates,
despite using contracts as a means of customer lock-in. Therefore preventing switching in

this industry has become vital.

The study develops and tests a conceptual switching intention model using switching
intention data. Switching antecedents investigated are relational switching costs, perceived
value and alternative attractiveness. Subsequently, actual switching behaviour data is
compared to the conceptual switching intention model. Finally, the role of relationship

characteristics in both switching contexts is investigated.

Primary data was collected via an online self-administered survey using a cross-sectional
online panel. A contract with a South African MNO was a prerequisite for survey
participation. Parameter estimates were obtained using maximum likelihood (ML) in AMOS
and bootstrapping was conducted to confirm the stability of the ML estimates. EQS was

used to obtain robust ML indices. The switching intention model fit indices obtained were
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as follows: y?/df = 6.004 (x* = 966.61; df = 161; p < 0.000); RMSEA = 0.070 [0.066; 0.074];
NNFI = 0.943; CFl = 0.952.

In the switching behaviour context, the three antecedents explained only 12% of variance,
whereas the same antecedents explained 52% of variance for switching intention. The
results suggest that factors other than the antecedents investigated drive switching
behaviour. Relationship depth weakly influenced switching intention, while the influence of
relationship length and breadth was negligible. None of the relationship characteristics

influenced switching behaviour.

The strongest predictor of switching intention was alternative attractiveness. The
relationship strength of the dependent variable and antecedent variables was stronger in
the switching intention context than in the switching behaviour context. Findings suggest
that switching intention and switching behaviour are intrinsically different. Moreover,
customers may perceive an increase in their monthly bill as a reason to switch. However

other factors may influence customers when their actual switching decision is made.
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CHAPTER 1

INTRODUCTION AND OVERVIEW

1.1 INTRODUCTION

Rapid growth in the telecommunications industry since the 1990s has resulted in this
industry becoming an important sector for economic development (Keramati & Ardabili,
2011:344; Shukla, 2010:467; Srinuan, Bohlin & Madden, 2012:453; Totten, Lipscomb,
Cook & Lesch, 2005:14). Technological progress and an increase in the number of mobile
network operators (MNOs) worldwide have caused intense competition in the mobile
telecommunications industry (Gerpott, Rams & Schindler, 2001:249; Totten et al.,
2005:14). Furthermore, innovative wireless technologies and progressive improvement of
mobile handsets, development of applications for mobile handsets and an increasing
variety of services offered have played a role in the rapid growth of the mobile
telecommunications industry (Keramati & Ardabili, 2011:344; Kim & Yoon, 2004:752;
Malhotra & Malhotra, 2013:13; Nysveen, Pedersen & Thorbjgrnsen, 2005:330;
Ranganathan, Seo & Babad, 2006:269). Due to the economic importance of the
telecommunications industry worldwide and this industry’s alarmingly high churn rates, an
urgent need has arisen to establish how to retain customers and to subsequently
determine factors that cause customer switching (Kim, Park & Jeong, 2004:148; Shukla,
2010:467).

1.2 BACKGROUND

As markets become more competitive and/or market growth slows, maintaining market
share by protecting the customer base is essential for organisations to remain competitive
(Aydin, Ozer & Arasil, 2005:90). Research shows that costs associated with customer
acquisition are up to six times higher than the cost of retaining current customers
(Keaveney & Parthasarathy, 2001:375; Rosenberg & Czepiel, 1983 in Aydin & Ozer,
2005:141; Shukla, 2010:471). Hence, customer retention is vital for an organisation’s
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survival, which has lead to the increased interest in relationship marketing over the last
few decades (Ahn, Han & Lee, 2006:553; Blery, Batistatos, Papastratou, Perifanos,
Remoundaki & Retsina, 2009:27; Chen & Cheng, 2012:807; Chuang, 2011:128; Keramati
& Ardabili, 2011:344; Wong, 2011:37).

Research findings indicate that loyal customers increase their spending over time (Eshghi,
Haughton, Teebagy & Topi, 2006:179; Ganesh, Arnold & Reynolds, 2000:65; Wong
2011:38). Furthermore, research also shows that for every additional year that the
business-customer relationship is successful, the customer becomes less costly to serve,
due to learning effects and decreased servicing costs (Ganesh et al., 2000:65). In addition,
satisfied long-term customers spread positive word-of-mouth, thereby drawing new
customers with fairly little cost to the organisation (Wong, 2011:38). Therefore, considering
the importance of past and future relational exchange, relational contracting theory
(Macneil, 1987) is an important foundation for relationship marketing (Hunt, Arnett &
Madhavaram, 2006:77; Macneil, 1987: 274).

Conversely, switching decreases profitability and market share, and has a significant
negative financial impact on organisations, especially service organisations (Ahn et al.,
2006:552; Bansal & Taylor, 1999a:75). Should a customer decide to terminate the usage
of the organisation’s services, that organisation not only loses current earnings, but future
revenue is also jeopardised (Hughes, 2008:17). Due to high customer acquisition costs,
the organisation from which customers switched will have to make large investments to
attract new customers in order to replace customers that defected (Rosenberg & Czepiel,
1983 in Aydin & Ozer, 2005:141).

Furthermore, customer switching is detrimental to organisations that rely on contract
customers as a primary source of income (Keaveney & Parthasarathy, 2001:375). Thus
contract law, which guides exchange relationships by applying the legal rights of parties in
the exchange, is relevant to the study, since many customers have a contractual
agreement with their MNO (Gundlach & Murphy, 1993:38).
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Due to the severe negative consequences of switching, marketing practitioners attempt to
understand how customers make their switching decisions in order to predict behaviour,
thus “understanding consumer behaviour lies at the heart of marketing” (Lovelock & Wirtz,
2011:58). Various models have been developed to predict behavioural intention, for
example the well-known Theory of Reasoned Action (Fishbein & Ajzen, 1975; Ajzen &
Fishbein, 1980) and the Theory of Planned Behaviour (Ajzen, 1991:181). Attempts have
also been made to develop switching models (Keaveney, 1995; Bansal & Taylor, 1999b;
Bansal, Taylor & St. James, 2005). However, to date, no specific set of switching

antecedents have been identified (Bansal & Taylor, 1999b; Keaveney, 1995).

Thus, taking into consideration that abundant research is available concerning the factors
that influence customer switching, albeit that no specific set of switching antecedents have
been identified; and considering that certain antecedents have not as yet received much
attention in the literature, Bansal et al.’s (2005:108) suggestion to find more significant
switching intention antecedents was followed. Thus relational switching costs, perceived
value, alternative attractiveness and relationship characteristics were chosen as the

switching antecedents to be investigated in the current study.

1.2.1 Switching antecedents

The first antecedent to be investigated, namely relational switching costs, refers in
particular to the emotional or psychological discomfort, brand relationship loss and/or loss
of social bonds that customers experience once the relationship with their service provider
is terminated (Burnham, Frels & Mahajan, 2003:112; Chuang, 2011:131; Jones, Reynolds,
Mothersbaugh & Beatty, 2007:337). Customers remain in an exchange relationship
provided the rewards of the relationship outweigh the costs (Edward & Sahadev,
2011:329; Roberts, 1989:20). Thus, in the context of this study, social exchange theory
(Blau 1964) is applicable to relational switching costs, since social exchange theory
evaluates benefits compared to costs of remaining in the service provider-customer

relationship.
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Furthermore, relational exchanges are continuous exchanges over a long or possibly
indefinite period of time between parties that are known to one another. The purpose of
relational exchange is to develop a long-term relationship between buyers and sellers
(Schakett, 2009). Relational exchange also takes into consideration past and possible
future transactions each time an interaction occurs (Dwyer, Schurr & Oh, 1987:12;
Gundlach & Murphy, 1993:36; Hunt et al., 2006:77). Continuous relational exchange is
based on relational exchange theory which uses a foundation of relational norms that
serve as moral controls which encourage behaviours that are beneficial to the relationship,
for example commitment, and discourage behaviours that will undermine the relationship,
such as opportunism (Joshi & Stump, 1999:335, 339).

For an exchange to take place, both the buyer and the seller must receive something of
value (Lamb, Hair, McDaniel, Boshoff, Terblanche, Elliott & Klopper, 2010:10; Lovelock,
1996:460). Value is often described as the trade-off between benefits received and
sacrifices made (McDougall & Levesque, 2000:394; Yang & Peterson, 2004:803).
Perceived value, then, indicates the perceived tangible and intangible benefits and costs
that customers incur in an exchange, whether monetary or non-monetary (Ballantyne,
Christopher & Payne, 2003:161; Kotler & Keller, 2006:25). Equity theory is at the core of
perceived value. Equity theory considers how individuals in an exchange relationship
compare their ratio of inputs and outputs to determine whether the exchange was fair
(Glass & Wood, 1996:1191; Lapidus & Pinkerton, 1995:108). Similarly, perceived value
compares customer’'s outcome/input to the service provider's outcome/input (Yang &
Peterson, 2004:802).

Customers often have several service providers to choose from. Thus customers may
switch to an alternative service provider, should they feel that their current service provider
does not meet their needs (Chuang, 2011:135; Sharma & Patterson, 2000:475). Therefore

the third antecedent, alternative attractiveness is also included in the study.

Lastly, relationship characteristics also play a role in switching (Ahn et al.,, 2006:564;
Keaveney & Parthasarathy, 2001:378; Keramati & Ardabili, 2011:352; Lopez, Redondo &
Olivan, 2006:564; Ranganathan et al., 2006:274). Relationship characteristics include
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relationship length, depth and breadth. Relationship length refers to the length of time that
a customer remains with their service provider (Bolton, Lemon, Verhoef, 2004:273).
Relationship depth is the frequency and intensity of service usage over time (Liang &
Chen, 2009:219; Polo & Sesé, 2009:123). Relationship breadth reflects the purchase of
additional products or services over time (Bolton et al., 2004:273; Lopez et al., 2006:561).

Taking into consideration the literature regarding switching, a conceptual model was

developed to guide the study.

1.2.2 Conceptual model

The conceptual model in Figure 1.1 presents the proposed direct influence of the three
switching antecedents (relational switching costs, perceived value and alternative
attractiveness) on switching intention, and the proposed relationships among the switching

antecedents. The relationships are discussed at length in Chapter 3.

Figure 1.1: The conceptual switching intention model

Relational
switching
costs

Perceived
value

Switching
intention

Alternative
attractiveness
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Due to the highly competitive mobile telecommunications industry and the damaging
effects of switching, the research problem, explaining the importance of investigating

switching antecedents, is formulated in the next section.

1.3 RESEARCH PROBLEM

Research has been conducted to identify customer characteristics that may predict
customer switching behaviour (Bansal et al., 2005; Cronin, Brady & Hult, 2000; Eshghi et
al., 2006; Keaveney, 1995). Extensive research has also been conducted regarding
switching determinants in the mobile telecommunications industry (Ahn et al., 2006;
Chuang, 2011; Hu & Hwang, 2006; Kim & Yoon, 2004; Min & Wan, 2009; Ranganathan et
al., 2006; Roos & Gustafsson, 2007; Shin & Kim, 2008; Shukla, 2010; Wong, 2011).
However, to date, most switching studies have focussed on the predictive accuracy of
switching intention and not on actual switching behaviour (Ahn et al., 2006:553).
Furthermore, few researchers have investigated alternative attractiveness as a predictor of
switching behaviour (Chuang, 2011; Min & Wan, 2009). Even fewer studies have
investigated switching cost components separately (Vasudevan, Gaur & Shinde,
2006:346).

In addition, monitoring customer relationship characteristics may assist organisations to
predict switching behaviour. Relationship characteristics include relationship length, depth
and breadth (Lopez et al., 2006:556). Counterintuitive results have been found concerning
the relationship between switching intention and the three relationship characteristics (Ahn
et al., 2006:564; Keramati & Ardabili, 2011:352; Madden, Savage & Coble-Neal,
1999:205).

Moreover, previous research conducted in South Africa relating to the mobile
telecommunications industry has focussed on customers’ attitudes toward mobile
marketing (Beneke, Cumming, Stevens & Versfeld, 2010; van der Waldt, Rebello, &
Brown, 2009), mobile marketing acceptance (Petzer, 2011), and cellphone banking
(Brown, Cajee, Davies & Stroebel, 2003). Kruger and Mostert (2012) investigated young
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adults’ relationship intentions towards their MNO. Furthermore, predictors of brand loyalty
among cell phone users was recently investigated (Petzer, Mostert, Kruger & Kuhn, 2014).
Notably, to date no studies that investigated switching antecedents in the mobile

telecommunications industry in South Africa could be found.

Consequently, the following research objectives and hypotheses were compiled to explore
switching predictors as well as actual switching behaviour in the mobile

telecommunications industry in South Africa.

1.4 RESEARCH OBJECTIVES, HYPOTHESES AND CONCEPTUAL MODEL

1.4.1 Primary research objectives

This study has three primary research objectives:

1. to develop and empirically test a conceptual switching intention model (RO1),

2. to compare the conceptual switching intention model and actual switching behaviour
data by fitting the switching behaviour data to the conceptual switching intention model
(RO2), and

3. to explore the role of relationship characteristics, and their influence on both switching
intention and switching behaviour (RO3).

1.4.2 Secondary research objectives

Secondary objectives following from research objective one (RO1) are:
Firstly, to investigate the direct influence of switching antecedents on switching intention,
that is:
e to investigate the relationship between relational switching costs and switching
intention,
¢ to investigate the relationship between perceived value and switching intention, and
e to investigate the relationship between alternative attractiveness and switching

intention.
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Secondly, to investigate the interrelationships between the switching intention
antecedents, specifically:
e to investigate the relationship between relational switching costs and perceived
value,
e to investigate the relationship between relational switching costs and alternative
attractiveness, and
e to investigate the relationship between perceived value and alternative

attractiveness.

Secondary objectives following from research objective two (RO2) are:
Firstly, to investigate the direct influence of switching antecedents on switching behaviour,
that is:
e to investigate the relationship between relational switching costs and switching
behaviour,
¢ to investigate the relationship between perceived value and switching behaviour, and
e to investigate the relationship between alternative attractiveness and switching

behaviour.

Secondly, to investigate the interrelationships between the switching behaviour
antecedents, that is:
e to investigate the relationship between relational switching costs and perceived
value,
e to investigate the relationship between relational switching costs and alternative
attractiveness, and
e to investigate the relationship between perceived value and alternative

attractiveness.

Secondary objectives for research objective three (RO3) are:
¢ to investigate the influence of relationship length on switching intention,
¢ to investigate the influence of relationship depth on switching intention,
e to investigate the influence of relationship breadth on switching intention, and

¢ to investigate the influence of relationship length on switching behaviour,

-8-
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¢ to investigate the influence of relationship depth on switching behaviour,

¢ to investigate the influence of relationship breadth on switching behaviour.

Alternative hypotheses were formulated for the above objectives and are presented in the

next section.

1.4.3 Hypotheses

In order to investigate the secondary objectives listed in Section 1.4.2, the following

alternative hypotheses (presented in Table 1.1) were formulated:

Table 1.1: Alternative hypotheses

Alternative hypotheses

Hia: There is a negative relationship between relational switching costs and switching intention.

Hip: There is a negative relationship between relational switching costs and switching behaviour.

H,.: There is a negative relationship between perceived value and switching intention.

Hop: There is a negative relationship between perceived value and switching behaviour.

Hsa: There is a positive relationship between alternative attractiveness and switching intention.

Hsp: There is a positive relationship between alternative attractiveness and switching behaviour.

Haa: There is a relationship between relational switching costs and perceived value in a switching
intention context.

Hap: There is a relationship between relational switching costs and perceived value in a switching
behaviour context.

Hsa: There is a relationship between relational switching costs and alternative attractiveness in a
switching intention context.

Hsy: There is a relationship between relational switching costs and alternative attractiveness in a
switching behaviour context.

Hsa: There is a relationship between perceived value and alternative attractiveness in a switching
intention context.

Hep: There is a relationship between perceived value and alternative attractiveness in a switching
behaviour context.

H-a: There is a negative relationship between relationship length and switching intention.

H-,: There is a negative relationship between relationship length and switching behaviour.
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Alternative hypotheses

Hsa: There is a negative relationship between relationship depth and switching intention.

Hgp: There is a negative relationship between relationship depth and switching behaviour.

Hoa: There is a negative relationship between relationship breadth and switching intention.

Hop: There is a negative relationship between relationship breadth and switching behaviour.

The research design used for the study is summarised below. A detailed explanation of

each aspect of the research design is provided in Chapter 4.

1.5 RESEARCH DESIGN

The following section presents an outline of the research design, sampling, data collection

method and data analysis procedures used in the study.

Empirical research was used to conduct the study. Conducting empirical research implies
that new data is collected (Cooper & Schindler, 2014:66). Both descriptive and explanatory
research were conducted to identify characteristics and explore and explain relationships
between the constructs being researched in the study (Cooper & Schindler, 2014:22). The
research was cross-sectional (Cooper & Schindler, 2014:128), and an ex post facto design
was used to investigate whether relationships exist between dependent and independent
variables (Leedy & Ormrod, 2010:238-239).

Consulta Research, a South African-based market research company, kindly granted the
researcher permission to use their cross-sectional online panel as the sample for data
collection (see Consulta Research’s letter of permission in Appendix A). Quantitative
research was used to collect the primary data. Survey research with the aid of an online,
structured, self-administered questionnaire, was used for data collection. The constructs
were measured using existing Likert scales from previous research. Separate

guestionnaires were constructed to measure switching intention and switching behaviour.

-10 -

© University of Pretoria




Faculty of Economic and

Management Sciences

Fakulteit Ekonomiese en Bestuurswetenskappe
Lefapha la Disaense t3a Ekonomi le Taolo

After obtaining ethical clearance from the Research Ethics Committee of the Faculty of
Economic and Management Sciences at the University of Pretoria, pre-testing was
conducted in three phases using a live pre-test procedure. Informed consent was obtained
from all potential participants before completing the survey. Emails with a cover letter
inviting panel members to participate in the study were sent to potential respondents. The
survey was sent to 54,924 panel members. In total, 1,668 surveys were returned. After
data editing, switching intention observations totalled N; = 1,025 and switching behaviour
observations totalled N, = 135. Note that for the remainder of the discussion, the switching
intention sample will be referred to as N; and the switching behaviour sample will be
referred to as Na.

The univariate descriptive statistics were analysed using the IBM SPSS Statistics
version 22 package. Descriptive statistics were used to compile a sample profile for both
the switching intention sample and the switching behaviour sample, and to evaluate
measurement scale validity and reliability. Various multivariate data analyses, including
exploratory factor analysis (EFA), path analysis and multiple regression, were also
conducted using the SPSS package. The AMOS package was used to conduct Structural
Equation Modeling (SEM) and hypothesis testing. Parameter estimates and goodness-of-
fit indices were obtained using maximum likelihood (ML). Since AMOS cannot estimate
robust maximum likelihood, further analysis of the SEM model was conducted to obtain

these results, with the use of the EQS package.

1.6 PROPOSED CONTRIBUTION

The study contributes toward the scholarly discussion on switching intention and behaviour
and investigates constructs that have been neglected in the switching literature. Scant
information is available regarding alternative attractiveness and perceived value, hence
their inclusion in the study. Likewise, relational switching costs as a separate switching
cost has not received much attention in the literature. Furthermore, the three
aforementioned antecedents were previously not tested in one model and thus their

interrelationships, until now, were unknown. The study also provides insight concerning
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the counterintuitive results that have been found regarding relationship length, depth and
breadth in recent studies.

Apart from the aforementioned contributions, the most unique contribution of the research
concerns the comparison of switching intention and switching behaviour. Previous studies
have presumed that intention can act as a proxy for actual behaviour. In this study, actual
behaviour data was investigated and compared to intended behaviour. The results provide
managers with helpful insight as to whether intention can in fact be used as a proxy for

behaviour.

Managers will benefit greatly if insight is gained as to the reasons why customers switch.
Gaining an understanding of the antecedents of switching will allow managers to make
better predictions when considering the possible causes of customer churn. Such
information is particularly valuable in the mobile telecommunications industry, which has

seen a dramatic rise in churn rates and intense competition (Kim et al., 2004:148).

Consequently, this research will make a contribution to managers in MNO organisations in
South Africa and will contribute to the exploration of switching predictors as well as actual

switching behaviour in the mobile telecommunications industry in South Africa.

1.7 DEMARCATION

The mobile telecommunications industry can be divided into residential and business
customers (Gerpott et al., 2001:252; Srinuan et al., 2012:454). Business customers use
mobile telecommunications to earn an income. The decision regarding which MNO to
subscribe to typically depends on the employer and not the individual user. The employer
usually pays the phone bill in part or in full. Residential customers, on the other hand, use
mobile telecommunications to upkeep personal relationships; decide which MNO to
subscribe to; and are personally responsible for the phone bill. For these reasons,

residential customers were the focus of the research.
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Customers can choose to be a contract (post-paid) subscriber or a pre-paid (‘pay-as-you-
go’) subscriber (Corrocher & Zirulia, 2005:3; Malhotra & Malhotra, 2013:14). In contrast to
pre-paid subscribers, post-paid subscriptions require customers to enter into a long-term
contract with the service provider (Lee, Murphy & Dickinger, 2006a:1; Malhotra &
Malhotra, 2013:14; Minges, 1999:589). The research concentrated on contract
subscribers, since they are committed to a specific MNO for an extended period of time. A
recent study conducted in a South African context indicated that the majority respondents
(77.8%) had contracts with their MNO (Kruger & Mostert, 2012:45), providing support for
the decision to include only contract customers.

The current study was conducted in the context of relationship marketing, and thus
concentrated on the relationship between the customer (subscriber) and the MNO, that is,
business-to-consumer (B2C) behaviour, and not the relationship between the customer
and the actual mobile handset. Studies have been conducted to investigate consumer
acceptance and use of smartphones (Chen, Yen & Chen, 2009), how mobile handsets are
used to access mobile internet services (Pihlstrom & Brush, 2008:733), and general
patterns of mobile handset usage among college students (Totten et al., 2005). However,
the interaction between the consumer and the product that was purchased was not the

focus of the current study.

Studies have also been conducted to determine how mobile handsets are used as a
platform for an array of marketing communication, known as mobile marketing (Sultan,
Rohm & Gao, 2009:308). Mobile marketing is a rapidly emerging trend which is also
becoming widely researched (Gao, Rohm, Sultan, Huang, 2012; Petzer, 2011; Varnali &
Toker, 2010). Although marketing communication can be used as a relationship marketing

tool, mobile marketing falls outside the scope of the current study.

The marketing discipline experienced a paradigm shift, resulting in the movement from a
goods-dominant to a service-dominant view (Vargo & Lusch, 2004:2). In addition, the
service industry contributes approximately 65% of the gross domestic product (GDP) in
most developed countries (Fahy & Jobber, 2012:174). Thus services marketing research

has expanded tremendously, and is an important aspect of marketing to research.
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Since services are intangible, purchasing services carry greater risks for customers than
purchasing tangible products. Relationship marketing intends to reduce these risks by
creating a bond with the customer (Kaur, Sharma & Mahajan, 2012:280). Due to
acquisition costs far outweighing retention costs (Keaveney & Parthasarathy, 2001:375;
Shukla, 2010:471), establishing a relationship between the customer and the service
provider is important to retain the current customer base Berry (2002:60).

1.8 CHAPTER OUTLINE

The current chapter is an introduction to the study. The chapter comprises a brief literature
review which summarises the importance of the mobile telecommunications industry and
highlights the significance of preventing switching, and how switching affects the mobile
telecommunications industry. The problem statement and research objectives are
provided. An outline of the research design is also provided. Furthermore, the contribution

of the study, the scope of the study and the chapter layout of the study are also discussed.

Chapter 2 commences with the literature review presenting an overview of mobile
telecommunications and the mobile telecommunications industry. The chapter then
describes mobile network operators (MNOs) that are specific to South Africa. An
explanation of different types of contracts and mobile handsets concludes the mobile
telecommunications section in the chapter. Services marketing, relationship marketing and
their associated theories are elaborated upon in Chapter 2, and the need for and influence
of exchange in relationship marketing is explained.

The next chapter, Chapter 3, continues the literature review with a discussion regarding
switching. The importance of retention is discussed, followed by an explanation of the
purchase process and post-purchase behaviour. In the ensuing section of the chapter, the
switching intention and three switching antecedents, namely relational switching costs,
perceived value and alternative attractiveness are conceptualised. Following the
conceptualisation of each construct, relationships between the dependent variable
(switching intention) and the independent variables are explained. Furthermore, the
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interrelationships between the independent variables are explored. Therefore the
conceptual switching model is presented and industry-specific switching influencers are
also mentioned. The influence of relationship characteristics, namely relationship length,
depth and breadth on switching intention, are discussed in the final section of the chapter.
Hypotheses formulated for the study are stated after each explanation of the relationships

between constructs.

After the literature review, the research methodology section — Chapter 4 — follows. The
chapter explains the research design chosen, the sample frame, and the questionnaire
design process. A discussion of the data collection procedure is followed by an
explanation of the data analysis techniques to be used. Various descriptive and
multivariate data analysis techniques are explained. Following an explanation of the SEM

model building and refinement process, hypothesis testing is discussed.

Chapter 5 provides the results of the study. Firstly, the sample profile of both the switching
intention and switching behaviour samples are provided using descriptive statistics. Next,
the scale validity and reliability tests are explained, followed by the measurement scale
interpretations. The procedure followed to develop the conceptual switching intention
model precedes the comparison of switching intention with switching behaviour. Next, the
influence of relationship characteristics, namely relationship length, depth and breadth, on
switching intention and switching behaviour are explored. Lastly, the hypothesis test

results are discussed.
The final chapter, Chapter 6, summarises the findings of the study. Furthermoe,

managerial implications and conclusions regarding the results are drawn. Lastly, the

limitations of the study and recommendations for future research are provided.

1.9 CONCLUSION

The purpose of the first chapter is to provide an overview of the study by placing the

industry in context, summarising the constructs and core theories which form the
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foundation of the study and formulating the research problem and research objectives.
Further objectives of the chapter are to describe the research design, the proposed
contribution and demarcation of the study, and provide an outline of the subsequent

chapters.

To establish the context of the study in further detail, Chapter 2 begins with an overview of
the mobile telecommunications industry, followed by a description of mobile network
operators (MNOSs) in South Africa. Since the mobile telecommunications industry can be
considered part of the services sector, the fundamental concepts on which services
marketing is based and the development of services marketing is also discussed in the
following chapter. To facilitate customer retention, relationship marketing has become an
integral part of services marketing. Thus Chapter 2 concludes with a discussion regarding
the development of relationship marketing, the importance of customer retention in
general, and the importance of customer retention in the mobile telecommunications

industry in particular.
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CHAPTER 2

MOBILE TELECOMMUNICATIONS, SERVICES MARKETING
AND RELATIONSHIP MARKETING

2.1 INTRODUCTION

Mobile telecommunication has become an important sector for economic development.
This sector of the telecommunications industry has grown rapidly, resulting in a large
number of mobile network operators (MNOs) worldwide, and thus intense competition
(Keramati & Ardabili, 2011:344; Shukla, 2010:467; Srinuan et al., 2012:453; Turel,
Serenko & Bontis, 2007:63). Thus the study was conducted in the contet of mobile
telecommunications. The chapter begins with an overview of the mobile
telecommunications industry, followed by a description of mobile network operators
(MNOSs) in South Africa.

As markets become more competitive, protecting the current customer base is essential
(Aydin, Ozer & Arasil, 2005:90). Since customer acquisition costs are up to six times
higher than customer retention costs, customer retention is a vital consideration for
organisations in order to remain competitive (Keaveney & Parthasarathy, 2001:375;
Shukla, 2010:471). Thus relationship marketing has become a topic of interest to
researchers and marketing practitioners. In marketing literature, relationship marketing is
one of the facets of services marketing. Thus fundamental concepts on which services
marketing is based are discussed, followed by a discussion regarding the development of

relationship marketing, and its role in customer retention.

2.2 MOBILE TELECOMMUNICATIONS

Telecommunication is defined as “the transmission of messages, over significant

distances, for the purpose of communication” (Alam, 2011:6). After the advent of electricity
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and electronics, first the telephone, then other forms of telecommunication such as radio,
television, telegraphs, fibre optics, orbiting satellites and the internet became popular
(Alam, 2011:6). One of the main factors attributing to the considerable growth rate of
mobile telecommunication is the substitution of fixed telephony for mobile telephony
(Minges, 1999:586; Totten et al., 2005:15; van der Wal, Pampallis & Bond, 2002:324),

since mobile telephony has many features and benefits that fixed telephony lacks.

Mobile telecommunication has been the fastest growing sector in the telecommunications
industry since the 1990s, and as a result has become an important sector for economic
development (Keramati & Ardabili, 2011:344; Shukla, 2010:467; Srinuan et al., 2012:453).
The demand for mobile telecommunication “has grown exponentially” (Ranganathan et al.,
2006:269).

Rapid development of hardware and software and substantial infrastructure investment
contributed toward immense growth in the mobile telecommunications industry (Malhotra &
Malhotra, 2013:13). Other reasons for the accelerated growth of the mobile
telecommunications industry were the abundant innovative wireless technologies, the
constant improvement of mobile handsets and the numerous applications for mobile
handsets (Keramati & Ardabili, 2011:344; Kim & Yoon, 2004:752; Malhotra & Malhotra,
2013:13; Nysveen et al., 2005:330; Ranganathan et al., 2006:269). Furthermore, the
introduction of innovative services such as pre-paid contributed substantially to the
tremendous growth of the mobile telecommunications industry (Corrocher & Zirulia,
2005:2).

2.2.1 The mobile telecommunications industry

Technological progress and a worldwide increase in the number of mobile network
operators (MNOs) resulted in intense competition in the mobile telecommunications
industry (Gerpott et al., 2001:249-250; Turel et al., 2007:63). Consequently, continuously
innovation to develop better products and services became essential (Srinuan et al.,
2012:453), resulting in shortened product life cycles (Aydin & Ozer, 2005:141).
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Mobile telephony in most countries, whether developed or developing, has reached a level
of maturity (Min & Wan, 2009:106; Negi, 2009:31; Govan-Vassen, 2014). According to the
International Telecommunications Union (ITU), approximately 60% of the world’s
population are mobile subscribers (Srinuan et al., 2012:453). Certain countries are
experiencing high mobile phone penetration rates (Chuang, 2011:128) and some countries
have more mobile handsets than inhabitants (Glotz, Bertschi & Locke, 2006:3; Shukla,
2010:467). By the end of the first quarter of 2006, 30 countries had exceeded 100%
mobile handset penetration (Wallace, 2006). Mobile penetration in Europe is saturated
(Srinuan et al.,, 2012:453). Taiwan reached saturation in 2003 (Kuo, Wu & Deng,
2009:887).

Saturation has resulted in intense competition among MNOs (Shukla, 2010:467).
Consequently MNOs are attempting to attract customers from their competitors by using
attractive offers to encourage switching (Malhotra & Malhotra, 2013:14; Ranganathan et
al., 2006:269; Shukla, 2010:467). Studies conducted in the United States in the early
2000s found that customer acquisition costs were between US$300 and US$475 (Brown,
2004:6; Sharma & Ojha, 2004:110). These high acquisition costs reflect the necessity to
retain current customers, especially since research has shown that acquiring customers is

more expensive than retaining current customers (Berry, 2002:60; Reicheld, 1996:57).

An overview of the South African mobile telecommunications industry is provided in the

next section.

2.2.2 The South African mobile telecommunications industry

South Africa is considered to have the most modern fixed-line and mobile
telecommunications system in Africa (CIA World Factbook: Communications, 2014). The
South Africa Yearbook 2013/14 (2013:81) estimates that the Information and
Communications Technology (ICT) industry in South Africa makes a contribution of

approximately 7% toward gross domestic product (GDP).
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Results published in 2012 by the International Telecommunications Union (ITU) indicated
that South Africa was the 15™ largest telecommunications market in the world in terms of
revenues received from telecommunications services (Deloitte Digital SA, 2013). Despite
approximately half of South Africa’s population living “below the poverty line” (South Africa
Yearbook 2013/14, 2013:87), South Africa had 128% mobile penetration by 2012 (Deloitte
Digital SA, 2013).

2.2.2.1 Mobile network operators (MNOSs)

Mobile network operators (MNOs) act as retailers of airtime to the public. MNOs sell
mobile communications services and own a network structure (Banerjee & Dippon,
2009:72). Choosing a MNO is largely determined by price paid for obtaining access to a
network and price paid for using the network (Gerpott et al., 2001:257).

Four MNOs currently operate in South Africa, namely: Vodacom, MTN, Cell C and Telkom
Mobile (South Africa Yearbook 2013/14, 2013:87). In August 2013, MNO market share
estimates were: Vodacom (43%), MTN (36.8%), Cell C (17.1%) and Telkom Mobile (2.3%)
(Bronkhorst, 2013). As indicated by their majority market share, Vodacom still enjoys first-
mover advantage. The two dominant MNOs (Vodacom and MTN) are multinationals
(SouthAfricalnfo, n.d.). Both were launched in 1994 (Hodge, 2005:495). Cell C, the third
largest MNO, has been in operation since November 2001 (Cell C, n.d.). In 2010 Telkom,
the former fixed-line parastatal monopoly, launched their mobile arm Heita (8ta). In 2013
8ta was rebranded to Telkom Mobile (Telkom, 2013).

South Africa currently has one mobile virtual network operator (MVNO). Virgin Mobile
(founded in 2006) is the only MVNO in South Africa at present (Ferreira, 2013) and
currently uses Cell C’s network (McLeod, 2014a). MVNOs offer mobile services but do not
own a bandwidth licence, nor their own network infrastructure. Instead MVNOs use the
MNOSs’ existing wireless network infrastructure (Ferreira, 2013; McLeod, 2014a). MVNOs
purchase the MNOs services at a wholesale price and sell their services at a retail price
(Banerjee & Dippon, 2009:72; Cricelli, Grimaldi & Ghiron, 2012:1; Ferreira, 2013). MVNOs
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also offer their own products and services (McLeod, 2014a). Virgin Mobile’s estimated
market share is 0.7% (Bronkhorst, 2013).

2.2.2.2 Type of subscription

MNOs typically offer two types of subscription plans, either pre-paid or post-paid services.
These subscription plans include a variety of calling plans, which differ for each MNO. A
pre-paid subscription, also known as ‘pay-as-you-go’, allows customers to purchase
airtime on an ad hoc basis (Gillwald, 2005:477; Lee et al., 2006a:1; Malhotra & Malhotra,
2013:14; Minges, 1999:589). Airtime is pre-purchased and reduces upon actual usage
(Lee et al., 2006a:1; Nikbin, Ismail, Marimuthu & Armesh, 2012:310). Airtime is the
variable amount that is charged per minute of talking time (Bolton, 1998:52). Once
depleted, the customer can ‘top up’ buy purchasing more airtime, hence the description
‘pay-as-you-go’ (Malhotra & Malhotra, 2013:14). Pre-paid subscription is appropriate for
individuals with an unstable income or a tight budget (Nikbin et al., 2012:310), because a
fixed amount of airtime is pre-purchased enabling subscribers to precisely control their
spending. Another advantage is that there is no customer lock-in as with long-term
contracts (Malhotra & Malhotra, 2013:14; Minges, 1999:589).

A post-paid subscription requires customers to enter into a long-term contract with the
MNO (Lee et al., 2006a:1; Malhotra & Malhotra, 2013:14). Contract subscribers pay a
start-up fee and a monthly access fee, contributing a fixed monthly charge that allows
customers to use the mobile telecommunications network (Bolton, 1998:52; Gerpott et al.,
2001:251). The MNO requires a fixed minimum monthly spend, which customers pay at
the end of every month (Lee et al., 2006a:1). Over and above those costs, customers also

pay per minute of airtime, depending on their type of calling plan.

MNOs are the link between the handset manufacturer and the customer (Dedrick, Kraemer
& Linden, 2011:506). MNOs generally subsidise the cost of the mobile handset in a
post-paid subscription “in exchange for a period of exclusivity from the manufacturer”
(Dedrick et al., 2011:506). Consequently customer retention is essential. Due to subsidy

implications, MNOs charge an early termination fee. MNOs recover subsidy costs by
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having customers commit to a 24-month contract, thereby guaranteeing an income for 24
months, wherein the customer essentially pays back the subsidy (Dedrick et al.,
2011:506).

2.2.2.3 Mobile handsets

Mobile handsets are the devices used for mobile telecommunication. At the outset, mobile
phones were a compliment to fixed line telephony (Hodge, 2005:493). However, the
current trend is that customers no longer have fixed-lines (land-lines) but use only mobile
phones (Totten et al., 2005:15).

Initially, mobile handsets were designed for voice communication, specifically to make and
receive calls (much like fixed-line telephones). As technology progressed, a number of
functions were added, for example text messages, internet connectivity, multimedia
transmissions (which enables users to send and receive photos and videos) and cameras
(Chen et al., 2009:241; Ketola & Roykkee, 2001:1; Kim et al., 2004:145; Lim, Widdows &
Park, 2006:208; Mathieson, 2005:231; Ranganathan et al.,, 2006:269; Totten et al.,
2005:15). Other uses of mobile handsets include entertainment, information retrieval and
other miscellaneous functions. Entertainment can take the form of music playback (MP3),
games, ringtones, video recording, watching streaming videos or downloading videos for
later viewing. Information regarding sport, news, the weather, entertainment, events,
banking and social media is obtained via an internet connection. Lastly, miscellaneous
functions include memo recording, personal organisers, call registers and an address book
are available (Mathieson, 2005:233).

Recent technological developments have resulted in mobile handsets evolving into
multi-purpose smartphones providing users with a single solution for all communication
needs (Chen et al., 2009:241). A multi-function smartphone is a mobile phone that has the
ability to access the internet and store data. Smartphones also have a variety of customer

applications and are able to play music and videos (Dedrick et al., 2011:505).
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Mobile handsets have changed the way people communicate, and the manner in which
information is accessed and shared (Malhotra & Malhotra, 2013:13). Although mobile
handsets were mainly used for voice communication, using a mobile device to access the
Internet is rapidly increasing (Malhotra & Malhotra, 2013:13). The advent of smart phones
is shifting the paradigm of the mobile telecommunications industry from being voice-driven
to being data-driven (Malhotra & Malhotra, 2013:13).

Customers derive increased value from their mobile devices as a result of software and
applications that are constantly being improved (Malhotra & Malhotra, 2013:13). MNOs
have partnered with organisations that develop hardware and software (Malhotra &
Malhotra, 2013:13). These partnerships have led to faster and more reliable mobile

devices and attractive data capabilities (Malhotra & Malhotra, 2013:13).

There is high market demand for mobile connectivity, whether it be voice or data (Malhotra
& Malhotra, 2013:13). As a result, MNOs must ensure that their infrastructure can manage
the ‘high volumes of usage’, and still ensure clarity of voice calls and [rapid] data transfer
(Malhotra & Malhotra, 2013:13). MNOs that are not able to continually maintain and
upgrade their base infrastructure are bound to forfeit customers, as clarity of voice calls
and rapid data transfer are essential requirements (Gerpott et al., 2001:257; Malhotra &
Malhotra, 2013:13).

Now that the industry in which the study takes place has been described, the marketing
context, namely services marketing, and more specifically relationship marketing, are

discussed in the sections to follow.

2.3 SERVICES MARKETING

The marketing discipline evolved over many decades, during which a variety of different
marketing orientations came to the fore (Bruhn, 2003:1). From the time of the industrial
revolution, large organisations concentrated on production efficiency and later, product
development. Thus at the time the marketing discipline was ‘goods’ orientated (Bruhn,
2003:2; Lamb et al., 2010:10; Rathmell, 1966:32). Authors such as Rathmell (1966) and
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Shostack (1977) had the foresight to encourage researchers to shift their focus toward
services marketing. Both researchers regarded services marketing as a separate discipline
to goods marketing (Rathmell 1966; Shostack 1977). Considerable research in the field of
marketing by the likes of Kotler (1972), Grénroos (1984) and Zeithaml, Parasuraman and
Berry (1985) caused a paradigm shift resulting in the movement from a goods-dominant to
a service-dominant view (Vargo & Lusch, 2004:2). The new paradigm led to the rapid
growth of services marketing research and the recognition of services marketing as a
discipline in the field of marketing (Lovelock, 1996:5).

Early economists considered the service sector to have an insignificant contribution toward
the economy (Palmer, 2008:4). However, the service industry has grown to such an extent
that 60% to 70% of the gross domestic product (GDP) of most developed countries is
accounted for by the service industry, far exceeding manufacturing and agriculture (Fahy &
Jobber, 2012:174). Even in emerging economies, services represent at least half of the
GDP (Lovelock & Wirtz, 2011:29). Though classified as a developing country, South Africa
is also regarded as having one of the most progressive economies on the African
continent (African Telecoms News, n.d.; Southern African Development Community,
2012). South Africa was the only African country ranked in the top 15 worldwide emerging
economies rankings in 2012 (South Africa Yearbook 2013/14, 2013:95). The
well-developed service sector in South Africa is responsible for generating 68.4% toward
the GDP (CIA World Factbook: Economy, 2014). Consequently the services industry is
extremely important not only in South Africa, but also worldwide.

The service industry is based on the service-dominant logic comprising three fundamental
concepts: intangible resources, relationships and co-creation of value by producers and
customers (Baron, Conway & Warnaby, 2010:12). Therefore the aforementioned three
aspects form the outline of this chapter and are discussed in three sections: services
marketing (intangible resources), relationship marketing (relationships) and value through
exchange (co-creation of value). Services marketing is defined and described in the next

section.
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2.3.1 Defining services marketing

Before further elaboration on intangible resources, to better understand services marketing
a service is first defined. Kotler and Keller (2006:402) provide the following definition of a
service: “...any act or performance that one party can offer to another that is essentially
intangible and does not result in the ownership of anything. Its production may or may not
be tied to a physical product”. Intangible market offerings, abstract ideas and processes
are marketed using services marketing (Boshoff, 2007:41). Thus a service can be
described as a deed, meaning that a service is experienced or consumed and can not be
kept (Perreault & McCarthy, 2006:195).

Furthermore, services “...are economic activities that create value and provide benefits for
customers...” (Lovelock & Wright, 2002:6). It is important to note that while one party
performs a deed for another, the service is provided in exchange for money and in addition
the customer expects value from their access to the service, whether it be professional
skills, facilities or labour (Lovelock & Wirtz, 2011:37).

Given that a service is often tied to a physical product, a distinction between products and
services is also necessary before elaborating upon intangible resources. In general,
tangible goods can be seen, touched, heard, smelled or tasted (Rathmell, 1966:32),
whereas services are considered intangible, inseparable, perishable and heterogeneous
(Palmer, 2008:9). However, among the researchers that proposed a service-dominant
view, Shostack (1977:77) clearly differentiated between tangible-dominant and intangible-
dominant market offerings. Shostack (1977:73) argued that the classification of products
and services could not merely be made by stating that products are tangible and services,

intangible, but instead felt strongly that different degrees of tangibility exist.

Shostack’s view of combining tangible-dominant and intangible-dominant market offerings
has been reiterated in definitions of a product. For example, Levitt (1981:98) defined a
product as, “a promise, a cluster of value expectations of which its nontangible qualities
are as integral as its tangible parts”. Kotler and Keller (2006:372) and Palmer (2008:26)
also recognise that a product combes tangible and intangible elements which satisfy
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needs and wants, and can be in the form of goods, services, ideas, experiences, events,
information, places, people, organisations or any combination of these. Hereafter the
terms ‘product’ and ‘service’ will refer to the market offering of the organisation, which is a

combination of the tangible and intangible benefits that are sold to customers.

2.3.2 Distinquishing characteristics of services marketing

Four distinctive characteristics of services, namely intangibility, inseparability,
heterogeneity and perishability, differentiate services from products (Hoffman, Bateson,
Wood & Kenyon, 2009:26; Kasper, van Helsdingen & Gabbott, 2006:58; Kotler & Keller,
2006:405; Lamb et al., 2010:468; McColl, Callaghan & Palmer, 1998:47). Each

characteristic is briefly described in the paragraphs to follow.

2.3.2.1 Intangibility

Intangibility of a service refers to the fact that services can not be seen, tasted, felt, heard
nor smelled (Hoffman et al., 2009:26; Lamb et al., 2010:468). Due to the intangible nature
of services, testing or evaluating a service prior to purchase is rarely possible (Leuvitt,
1981:96; Sharma & Patterson, 2000:474). As a result, purchasing services carry greater
risks for customers than purchasing tangible products. According to risk theory, individuals
intend to keep their subjectively perceived risks as low as possible to avoid negative
outcomes (Bruhn, 2003:27).

To reduce the uncertainty that customers experience, service providers use tangible cues
to allude to the quality that customers can expect from the service (Kasper et al., 2006:58;
Lamb et al., 2010:469). Tangible cues include people (how the staff are dressed; the
demeanour of the staff), place (the physical setting in which the service is delivered),
communication material (letterheads, business cards), symbols (the organisation’s logo)
and price (Kotler & Keller, 2006:405; Lamb et al., 2010:469).
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2.3.2.2 Inseparability

Unlike products, which are mostly manufactured in factories a long distance from
customers, in most cases the customer has to be present for some or all of the service
production and consumption (Hoffman et al., 2009:32; Palmer, 2008:13; Perreault &
McCarthy, 2006:195). Thus it can be said that production and consumption of the service
occur simultaneously (Hoffman et al., 2009:32; Kasper et al., 2006:58). Furthermore,
customers also participate in the production of the service (Kasper et al., 2006:58; Lamb et
al., 2010:469). As a result, the term ‘interactive consumption’ was coined (Kasper et al.,
2006:58).

Given that the customer has to be present during the service delivery process, the service
provider must ensure that the customer has a pleasant service encounter (Palmer,
2008:13), thus a positive service provider-client interaction experience is imperative (Kotler
& Keller, 2006:406). However, production and delivery of a service is highly people-
intensive and therefore a greater possibility of errors during service encounter exists,
which may cause customer dissatisfaction (Levitt, 1981:98). Furthermore, not only does
service delivery depend on the quality of the organisation’s employees (Lamb et al.,
2010:469), the cooperation of the customer and the presence of other customers also
influence the service encounter (Fahy & Jobber, 2012:176). Inseparability then, according
to Hoffman et al. (2009:31), “reflects the interconnection between the service provider, the
customer involved in receiving the service and other customers sharing the same

experience.”

2.3.2.3 Heterogeneity

Heterogeneity refers to the “variation in consistency from one service transaction to the
next” (Hoffman et al., 2009:38). Considering that employees differ in personality,
interpersonal skills, mood and technical skills, the service provided will vary to a degree
with each service encounter (Hoffman et al., 2009:39; Lamb et al., 2010:469). In certain
instances, since the customer participates in the service process, the customer could well

be the cause of the inconsistency (Hoffman et al., 2009:39).

- 27 -

© University of Pretoria



Faculty of Economic and

Management Sciences

Service quality control is challenging, because the service can not be delivered in exactly
the same manner every time (Hoffman et al., 2009:39). The reason being that services are
delivered by human beings and not machines that are programmed to produce the exact
same product in the exact same manner each time production takes place (Kasper et al.,
2006:60). However, services can be standardised to a degree to reduce variation in the
service process (Lovelock & Wright, 2002:31). Standardisation can be achieved by
following standardised procedures, providing standard service offerings and through

extensive staff training.

Even though standardisation is often a requirement for business success, the service
characteristic of heterogeneity can be considered a competitive advantage, since services
can be customised to the exact needs of customers, thereby satisfying individual needs

and wants, which is extremely valuable to customers (Pride & Ferrell, 2010:362).

2.3.2.4 Perishability

Perishability refers to the fact that services can not be stored nor inventorised, and unused
capacity can not be reserved for future use (Lamb et al., 2010:470; Pride & Ferrell,
2010:366). On the contrary, products can be stored and sold in the future (Hoffman et al.,
2009:43). Consequently, balancing supply and demand is much more challenging for
services than products (Kasper et al., 2006:60; Perreault & McCarthy, 2006:195). When
demand is higher than supply, more customers require the service than the organisation is
equipped to serve at that specified point in time. Whereas low demand implies that
resources (such as employees) are underutilised because not enough customers require
the service at that point in time (Hoffman et al., 2009:44-45). Service providers constantly
strive to find equilibrium between supply and demand and often offer discounts during off-
peak times, make use of appointment systems or increase prices during peak times in an
attempt to establish a balance (Kotler & Keller, 2006:407; Lamb et al.,, 2010:470;
Pride & Ferrell, 2010:366-367).
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Now that services have been defined and the core distinguishing characteristics of
services have been discussed, the means by which services have been categorised is
explained in the section to follow.

2.3.3 Categorisation of services

Since services are so diverse, classification of services is complicated due to the diversity
of services (Blythe, 2006:407; McColl et al., 1998:56; Palmer, 2008:18). Suggestions have
been made to classify services according to industry, however such a classification
scheme would be imprudent, since many different industries share common service
delivery challenges (Hoffman et al., 2009:66). Classification of services according to
similar service operation activities has become the accepted means of service
categorisation, since similar service delivery challenges are common across numerous
industries (Hoffmann et al., 2009:66; McColl et al., 1998:56). Although a variety of
classification categories have been proposed, for the purpose of the current study only the
following categories are considered: the degree of tangibility; the level of customer

involvement; how customers evaluate quality; and the means of service delivery.

2.3.3.1 The degree of tangibility

Services can be categorised according to their degree of tangibility. As originally proposed
by Shostack (1977), goods and services can be placed on a tangible-dominant —
intangible-dominant continuum. The continuum indicates whether the service offering has
a large or a small service component (Kotler & Keller, 2006:403; Lovelock & Wirtz,
2011:37). Using the five degrees of tangibility is a simplified means of categorising the
degree of tangibility along the continuum. The five degrees of tangibility are: pure tangible
goods; a tangible good with accompanying services; a hybrid with equal parts of goods
and services; a major service with accompanying minor goods and services; and pure
services (Blythe, 2006:407; Kotler & Keller, 2006:403-404; McColl et al., 1998:59).
Organisations in the services industry typically fall within the last three categories.
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2.3.3.2 The level of customer involvement

Secondly, services can be classified according to the level of customer involvement.
Customer involvement refers to the actions, resources and inputs supplied by the
customer during production and delivery of the service (Lovelock & Wirtz, 2011:237). In
some cases, the service can only be provided if the customer is present; at other times the
customer only initiates the process (McColl et al., 1998:60). The customer is seen as a
co-producer of the service if the customer is present during the service delivery process
(Lovelock & Wirtz, 2011:48). Low customer involvement implies that the employees and
systems perform tasks, and requires services to be standardised. Moderate customer
involvement requires customer input to create and deliver the service, and some degree of
customisation. High levels of customer involvement require customers to actively
participate with the service provider to co-produce the service. Failure on the customer’s
part to perform certain tasks will jeopardise the quality of the service outcome (Lovelock &
Wirtz, 2011:237).

2.3.3.3 How customers evaluate quality

Customers experience high risk when purchasing services because services are high in
experience and credence qualities (Bruhn, 2003:21). Experience qualities indicate that
customers are only able to evaluate the service during or after consumption (Bruhn,
2003:21; Lovelock, 1996:165-166). Credence qualities are characteristics of a service
which are not easy to evaluate even after the purchase (Bruhn, 2003:21; Edward, George
& Sarkar, 2010:168-169; Lovelock, 1996:166). Therefore service aspects such as price,
personnel and tangible cues are used to judge quality (Blythe, 2006:410; Lamb et al.,
2010:423).

High prices are often used to signify high quality (Lamb et al., 2010:423). Well-trained
employees, and the manner in which personnel are groomed, are also crucial aspects of
the service delivery process (Lovelock & Wirtz, 2011:46). Tangible cues in the
servicescape — the physical environment in which the service is delivered — give clues as

to the quality of service to expect (Bitner, 1992:57). Therefore attention should be paid to
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tangible cues such as décor and restroom facilities, to indicate the level of service quality
and customer needs. In contrast, if the customer is not expected to be present, operational
processes and the needs of employees are considered important (Bitner, 1992:58; Kotler
& Keller, 2006:404; McColl et al., 1998:60-61).

2.3.3.4 The means of service delivery

Lastly, the means of delivery of the service can be either equipment-based or people-
based. Equipment-based services use equipment to mainly provide the service. The
equipment could be automated or monitored by skilled or unskilled operators. In the case
of people-based services, the service is provided by unskilled, skilled or professional
workers (Kotler & Keller, 2006:404; McColl et al., 1998:59). People-based services are
usually customised to meet the exact needs of each individual customer, whereas

equipment-based services are mostly standardised (Pride & Ferrell, 2010:363).

Similar to tangible products, marketing practitioners that deliver services also need to
identify and segment target markets, position the service and consider the appropriate
combination of marketing mix elements that will best suit the target market. In order to

develop a suitable marketing mix, the 7 Ps of services marketing should be considered.

2.3.4 The services marketing mix (7 Ps)

The marketing mix, usually referred to as the ‘4 Ps’ of marketing, consists of product,
place, promotion and price (Lamb et al., 2010:28). The marketing mix is used to develop
strategies to market manufactured goods (Lovelock & Wirtz, 2011:44). The ‘4 Ps’ were
found to be lacking with regards to services, due to the distinct service characteristics of
intangibility, inseparability, heterogeneity and perishability (Lovelock & Wirtz, 2011:44;
McColl et al., 1998:18). Subsequently three ‘Ps’ were added to make the marketing mix
relevant to services, resulting in the services marketing mix or 7 Ps’. The three additional

elements added were people, processes and physical evidence (Lovelock & Wirtz,
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2011:44). Each element of the services marketing mix is briefly discussed in the

paragraphs to follow.

2.3.4.1 The service offering (product)

The service offering is the ‘product’ that the organisation offers to potential customers to
satisfy needs (McColl et al.,, 1998:19). The service offering must create value for
customers to entice them to purchase it (Lovelock & Wirtz, 2011:44). The service offering
can be described using three levels, where each level acts in a hierarchy adding more
value than the previous level (Lovelock & Wirtz, 2011:106). The core service level is the
central problem-solving benefit that the customer derives from purchasing the service
(Lovelock & Wirtz, 2011:106). The next level is the supplementary service which facilitates
use of the core service and enhances its value. The third level, the delivery process,
includes the processes used to deliver the core service and each supplementary service
(Lovelock & Wirtz, 2011:106). In the mobile telecommunications industry the core service
level is communication, while the supplementary service is all the means in which
communication is facilitated. For example, network quality, connectivity, voice quality and
mobile handsets. The delivery process includes the number of contact points available to

customers, for example websites, call centres, retail outlets and repair centres.

2.3.4.2 Pricing services

Price is described as that which is given up in an exchange to acquire a product or service
(Zeithaml, 1988:10). In the service sector, ‘price’ is often replaced with terms such as
commission, rates, tariffs, premiums, rent, interest, fares or service charges (Kasper et al.,
2006:417-418; Lovelock & Wirtz, 2011:158).

Customers incur both monetary and non-monetary costs when making a purchase (Kasper
et al., 2006:418; Lovelock & Wirtz, 2011:46). Monetary costs are the actual price paid for
the service. Non-monetary costs include time costs when searching for a product.

Psychological costs refer to the mental effort to collect information and compare various
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products and the physical effort to go and purchase the product (Kasper et al., 2006:418;
Lovelock & Wirtz, 2011:46). The high experience and credence attributes of services may
also increase psychological costs such as fear, perceived risk and cognitive dissonance
(Lovelock & Wirtz, 2011:164). Should the costs (monetary and non-monetary) outweigh
the benefits, there is a high likelihood that customers will not purchase the product.
Therefore a balance has to be achieved between the maximum amount that the customer
is prepared to pay for the service, and the minimum amount that the organisation needs to

receive in order to cover costs and reach financial objectives.

Due to the intangible nature of services, customers rely heavily on price as an indicator of
quality (Lamb, 2010:423; McColl et al.,, 1998:19; Palmer, 2008:39; Pride & Ferrell,
2010:367). Since customers are not able to easily judge quality, price will most likely affect
the choice of service provider, should customers perceive the quality of competing service
providers to be similar (Pride & Ferrell, 2010:367). In the mobile telecommunications
industry pricing is perceived as complicated. MNOs offer a variety of packages that are
very similar, but not easily comparable. Consequently, increased mental effort to collect
information and compare various packages could influence the customer’s decision to

remain with their current MNO.

2.3.4.3 Promotion of services (marketing communication)

Marketing communication is used to convey the benefits (value proposition) that a service
may provide to potential customers (Lovelock & Wirtz, 2011:46; McColl et al., 1998:19). In
‘goods’ marketing, the conventional marketing communication elements, also known as
the promotion mix (or marketing communications mix) include advertising, sales
promotion, personal selling and public relations (Lamb et al., 2010:375-399). A wide
variety of marketing communications elements have since developed. Lovelock and Wirtz
(2011:196-200) classify marketing communications elements as those transmitted through
traditional marketing channels, such as advertising, sales promotion, personal selling and
public relations, direct marketing, trade shows and the internet (including the
organisation’s website and online advertising). The second category are marketing

communications transmitted through service delivery channels, such as service outlets,

-33-

© University of Pretoria



Faculty of Economic and

Management Sciences

Fakulteit Ekonomiese en Bestuurswetenskappe
Lefapha la Disaense t3a Ekonomi le Taolo

frontline employees, self-service points and where applicable, customer training (Lovelock
& Wirtz, 2011:203-203). Lastly, marketing communications messages originating outside
the organisation include word-of-mouth, media coverage and social networks (Lovelock &
Wirtz, 2011:206-208).

In addition to using the aforementioned promotion mix elements in services marketing,
greater emphasis is placed on increasing the tangibility of the service in all services
marketing communication (McColl et al., 1998:20). When promoting a tangible product, the
actual product can be shown in the promotional material, whereas the actual performance
of a service can not be depicted (Pride & Ferrell, 2010:365). Consequently tangible cues
such as facilities, service personnel and equipment are mostly used in services marketing
communication. Symbols and tangible expressions of customer lifestyles are also used as
a means to indicate the benefits derived from using the service. Communicating the
organisation’s affiliation with accreditation organisations and the qualification of personnel
are other cues to make the service seem more tangible. (Pride & Ferrell, 2010:365).
Furthermore, including service personnel in service marketing communication is also

common practise (McColl et al., 1009:20).

Services can not be experienced nor sampled before being purchased. In some cases,
service providers are able to offer customers a trial period, however, in most cases, word-
of-mouth or the organisation’s reputation are the only indicators available to customers to
decide whether or not to use the service provider (Pride & Ferrell, 2010:366). For this
reason, stimulating positive word-of-mouth communication, using satisfied customer

testimonials and customer referrals are often used for services marketing communication.

MNOs in South Africa use traditional forms of advertising, sales promotions and
sponsorships, and also have websites and social media platforms. A variety of service
outlets are also available, where customers interact directly with frontline employees. The
service outlets are an opportunity to add a tangible component to an otherwise intangible
service. Thus the décor of the stores and the staff at the service outlets are important. With
customer complaints platforms available to customers, such as Hellopeter.com, monitoring

negative word-of-mouth is essential.
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2.3.4.4 Distribution of services (place)

The purpose of distribution is to connect the customer and service provider (Kasper et al.,
2001:400). Services are delivered (distributed) in three main ways, namely customers go
to the service provider, the service provider goes to the customer, and no face-to-face
contact with the customer is required (Lovelock & Wirtz, 2011:134; Pride & Ferrell,
2010:364).

Service delivery usually uses short marketing channels since the service provider is often
in direct contact with the customer, however, intermediaries are used in some instances
(Pride & Ferrell, 2010:364). Different marketing channel options include: direct channels,
where the service is performed directly by the service provider (especially when complex
or tailor-made services are required); indirect channels, where one or more intermediaries
assist in connecting the service provider to the customer (either due to social,
psychological or geographical issues); and multi-channels, which use two or more
channels to either offer customers more choice or to reach different market segments
(Kasper et al., 2006:404). The distribution channel chosen will determine how many
intermediaries will be involved in the service delivery process. Intermediaries include the
service providers (direct channels), retailers or service outlets, wholesalers, agents or
brokers or franchised service deliverers (Kasper et al., 2006:404-405; Lovelock & Wirtz,
2011:144).

MNOs in the mobile telecommunications industry use multi-channel distribution. Some
direct outlets are available to consumers, for example online stores. Other outlets include
franchises, for example Vodacom 4u stores. MNOs also make use of approved distributors

and have contracts with intermediaries such as Altech Autopage.

2.3.4.5 Physical evidence

An important addition to the services marketing mix is physical evidence. Due to the
intangible nature of services, judging a service prior to consumption is problematic.

Physical evidence thus provides tangible cues and thereby reduces the risk that customers
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experience when purchasing services that can not be evaluated beforehand (McColl et al.,
1998:21). Furthermore, due to simultaneous production and consumption of services, the
customer is often in the ‘factory’ (the place where the service is produced) whilst
experiencing the service (Bitner, 1992:57). Thus the surroundings in which the service is

produced (the servicescape) also impact the customer’s experience.

Service organisations differ regarding the degree of physical evidence that is required.
Taking into consideration the five degrees of tangibility, if the organisation offers a pure
service, more physical evidence will be necessary than an organisation offering a major
service with accompanying minor goods and services. The type of physical evidence
required also depends on who will be using the service. If self-service is appropriate, the
servicescape should greatly enhance customer satisfaction and be attractive. If an
interpersonal service is needed, the servicescape should satisfy both the customer and
employee’s needs. Lastly, for organisations using a remote service, the servicescape
should be designed to suit the employees, since customers will have limited, if any, access
to the environment in which the service is being provided (Bitner, 1992:58). Should the
servicescape be absent or not important (for example gardening or office cleaning
services), tangible cues could be conveyed through business cards, account statements,
equipment or staff uniforms (Lamb et al., 2010:471). Due to the intangible nature of mobile
telecommunications, MNOs convey tangibility to their customers via the look and feel of
their service outlets. Thus the staff, décor and store layout are important elements in the

stores.

2.3.4.6 Process

The service encounter refers to “the period during which a service provider ... and a
service buyer interact in a face-to-face situation” (Boshoff, 2007:41). Keaveney (1995:76)
defines the service encounter as “personal interactions between customers and
employees in service firms”. The service delivery process comprises a combination of sub-
systems which work together in order to provide the overall service (Kasper et al.,

2006:380). Since the service is produced and consumed during the service encounter and
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in the presence of the customer, the flow of the process is crucial to the success of the
service encounter (Lamb et al., 2010:471; McColl et al., 1998:22).

To enhance the flow of the service delivery process, service organisations typically use
blueprinting — an operation-management technique which uses flowcharts to plan, manage
and analyse each service encounter and identify possible errors and bottlenecks in the
process (Kasper et al., 2006:388). Both front stage and backstage activities of employees
should be included in the service blueprint. A distinction can be made between activities
and employees that are visible to customers (front stage activities) and those activities and
employees that are not directly visible to the customer (backstage activities). Often front
stage and backstage activities take place simultaneously, hence the contribution of both
are crucial to the success of the service encounter (Fahy & Jobber, 2012:179; Lamb et al.,
2010:471). In terms of mobile telecommunications service outlets, MNOs can ensure that
each service being provided is clearly indicated using signage in each section of the store,
for example, helpdesk or repairs. An assistant could be available on the floor to guide
customers to the correct section of the store. In the case of call centres, MNOs should
ensure that the instructions are clear, so that customers are directed to the correct call

centre agent.

2.3.4.7 People

Often the only interaction customers have with the organisation is through a single contact
employee. During the first service encounter, customers form an opinion of the
organisation, the quality of the service and the employees and decide whether or not to do
business with the organisation in future (Kasper et al., 2006:374). Therefore suitable staff
should be recruited and continuous staff training and development are essential (Lovelock
& Wirtz, 2011:48). The adage, ‘happy employees lead to happy customers’ certainly holds
true for the ‘people’ element of the services marketing mix. Research has shown that when
employees feel that the organisation is treating them well, they are more likely to treat
customers well, which ultimately leads to superior profitability (Fahy & Jobber, 2012:178).
For this reason internal marketing has gained popularity in service organisations.

Customers also influence service delivery, depending on whether or not they participate
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and co-operate with service employees (Lamb et al., 2010:470). Similarly, other customers
can also enhance or negatively influence the service encounter through their behaviour.
Regarding employees, MNOs could consider incentive programmes to encourage
employees to strive toward target service levels. MNOs should also implement appropriate
employee development programmes. Ideally such programmes should be aligned to the

organisation’s culture and overall strategy.

According to risk theory, customers prefer to avoid risk (Bruhn, 2003:27). However,
customers experience high risk when purchasing services, due to the intangibility of
services (Bruhn, 2003:21). Therefore, building a relationship with customers is important
because a relationship with an individual in the organisation makes the intangible service
seem slightly more tangible, and thereby decreases risk (Berry, 2002:62). The lower the
customer’s perceived risk, the lower the likelihood that the customer will seek an
alternative service provider (Sharma & Patterson, 2000:474). Furthermore, since research
has shown that acquiring customers is more expensive than retaining current customers
(Berry, 2002:60; Reicheld, 1996:57), fostering relationships with customers has become
an essential strategy for successful organisations. In addition, once an organisation has
formed a relationship with their customers, they are able to gain a better understanding of
what their customers perceive as valuable. As a result, the organisation is able to provide
a product offering that creates more value than those offered by competing organisations
(Berry, 2002:65). The likes of Grénroos (2002:138) consider relationship marketing to be
the underlying approach used in services marketing. The following section elaborates
upon the concept of relationship marketing.

2.4 RELATIONSHIP MARKETING

Although Berry (1983) coined the term ‘relationship marketing’ over 30 years ago (Hunt
et al., 2006:74), the relationship phenomenon is as old as any trade relationship
(Ballantyne et al., 2003:159; Moller & Halinen, 2000:31). Due to rapid growth of many
organisations worldwide, maintaining personal contact with customers has become
challenging (Palmer, 2008:252). Large organisations are in sharp contrast to

mom-and-pop stores in which case shopkeepers knew individual customers and offered
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each individual customer a personalised service (Ackerman & Schibrowsky, 2007:317;
Stevens, 2000). Consequently, relationship marketing has become an important tool to
assist organisations to remain competitive since identifying, developing and nurturing
relationships leads to competitive advantage and superior financial performance (Hunt et
al., 2006:76).

Berry (2002:60) noted that protecting the customer base has become an extremely
important strategy for organisations. This point of view has led to the current interest in
relationship marketing as a research area. The next section will define relationship
marketing, discuss the existence of a theory of relationship marketing and the paradigm
shift toward relationship marketing. The ensuing section is a discussion regarding
exchange in marketing and an explanation of the role of relational exchange and building

customer-service provider relationships.

2.4.1 Defining relationship marketing

Much debate exists regarding a definition and the conceptualisation of relationship
marketing (Hunt, 1997:431; Palmer, 2008:250). Gummesson (2000:1) is of the opinion that
relationship marketing has three essential components — relationships, networks and
interactions. Gronroos (2004:101) incorporated these three elements into his definition of
relationship marketing: “the process of identifying and establishing, maintaining,
enhancing, and when necessary terminating relationships with customers and other
stakeholders, at a profit, so that the objectives of all parties involved are met, where this is

done by a mutual giving and fulfilment of promises”.

Ballantyne et al. (2003:163) however, challenge the three components and propose that
relationships, networks and value exchanges (instead of mere interactions) are likely to
define relationship marketing in the near future. Hunt (1997:431) is of the opinion that the
common element in all relationship marketing definitions is the fact that organisations that
wish to remain competitive place great emphasis on building long-term relationships with

stakeholders, whether customers, employees, suppliers or competitors.
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2.4.2 A theory of relationship marketing

Even though there has been wide interest in relationship marketing, to date, a ‘Theory of
Relationship Marketing’ is yet to be developed (Ilvens & Blois, 1994:240; Mdller & Halinen,
2000:34; Shrivastava & Kale, 2003:61). Many researchers feel strongly about the
development of a more substantial theoretical base for relationship marketing literature
(lvens & Blois, 1994:240). Hunt et al. (2006:76) and Hunt (2010:359) strongly argue that
resource-advantage theory should be used as the theoretical foundation of relationship
marketing, whereas Gummesson (1995) proposed a single general theory for relationship
marketing (Moéller & Halinen, 2000:44).

Relationship marketing literature has developed from a variety of theories, paradigms and
frameworks. Some have originated in the marketing discipline, while numerous theories
from other disciplines, including economics, psychology and sociology, have been
incorporated into the marketing literature (Bruhn, 2003:19; Gronroos, 2002:129; Ivens &
Blois, 1994:240; Mdller & Halinen, 2000:34). Taking into consideration the wide variety of
theories that relationship marketing has been based on, the development of a single
relationship marketing theory is unlikely. The purpose of the next discussion is not to
develop relationship marketing theory, but to take cognisance of the on-going scholarly
debate in this field.

2.4.3 A paradigm shift toward relationship marketing

As mentioned in the services marketing discussion, marketing was originally goods-
dominant with a focus on production (Rathmell, 1966:32). Aggressive sales techniques
were used in an attempt to sell the abundant build-up of stock which resulted from testing
production procedures and improving products. Since customers were unhappy that they
had been coerced into purchasing products they did not need or could not afford,
customers did not want any further interaction with the organisation, resulting in limited
repeat sales (Lamb et al., 2010:10-12). A major paradigm shift resulted in an attempt to
generate repeat business. Organisations became customer-orientated instead of

production or sales orientated. Hence the marketing concept was ‘born’. The marketing
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concept is a customer-orientated philosophy pertaining to the satisfaction of customer
needs and wants (Lamb et al., 2010:12). The marketing concept prescribes that in order
for an organisation to be successful, customer satisfaction through satisfying customer
needs and wants should be the primary focus to achieve long term profitability and
sustainability (Lamb et al., 2010:13; Perreault & McCarthy, 2006:20). Organisations that
subscribe to the marketing concept have recognised the importance of building enduring
exchange relationships with customers (Kotler & Keller, 2006:17; Pride & Ferrell, 2010:47)
and therefore strive to continually satisfy customer needs and provide customer value
before and after the purchase (Perreault & McCarthy, 2006:20).

Enduring exchange relationships occur if customers receive value and their needs are
satisfied, resulting in repeat purchases from one organisation. In turn, the organisation is
able to make a profit because of continued customer purchases. To ensure future
purchases, the organisation continually seeks ways in which to provide customer value
that is better than the competitors’ offerings, resulting in satisfied customers and thus the
likelihood that customers will remain loyal (Perreault & McCarthy, 2006:21; Pride & Ferrell,
2010:15). The above cycle is mutually beneficial to both parties, thus the field of
relationship marketing evolved to build long-term exchange relationships with customers
(Lamb et al., 2010:10). Since exchange plays an important part in building customer

relationships, a brief overview of the role of exchange in marketing follows.

2.4.4 Marketing and exchange

Exchange is a fundamental principle in business, since without exchange, a business can
not survive. During the exchange process, the buyer gives up something of value (usually
money) to receive something perceived as valuable in return (Kotler & Keller, 2006:6;
Lamb et al., 2010:9; Pride & Ferrell, 2010:9). Exchange can take place without money, for
example bartering (Lamb et al., 2010:9). However, most often a monetary value (price) is
attached to the item being sold. Zeithaml (1988:10) notoriously defined price as “what is

given up or sacrificed to obtain a product”.
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2.4.4.1 Evolution of exchange in marketing

Exchange in marketing evolved from exchange principles in economics (Vargo & Lusch,
2004:1). Many authors argue in favour of the notion that exchange is at the core of
marketing (Araujo, 2007:211; Bagozzi, 1975:32; Houston & Gassenheimer, 1987:3; Kotler
& Keller, 2006:6). Interestingly, some definitions of marketing include the exchange
paradigm (Lamb et al., 2010:5; Pride & Ferrell, 2010:4), reinforcing the importance of

exchange in marketing. The exchange theory is thus a relevant core theory of marketing.

Bagozzi (1975:32) is of the opinion that marketing exchanges are more complex than
economic exchanges. Bagozzi noted that marketing exchanges often involve indirect
exchanges, include more than two parties and the exchange may take place for intangible
goods and symbolic aspects of the product or service. This is contrary to economic
exchanges that are said to be a direct transfer of tangible goods between two parties.
Marketing exchange is considered a mixed exchange, since both economic exchange and
symbolic exchange take place. Economic exchange occurs when goods are given in return
for money or other goods, for a profit, whereas symbolic exchange involves “... the mutual
transfer of psychological, social or other intangible entities between two or more parties”
(Bagozzi, 1975:36). It follows then that people and organisations engage in exchange to
satisfy needs (Bagozzi, 1975:35). Need satisfaction is the force that drives exchange
(Houston & Gassenehimer, 1987:16) and is driven by the value derived from need

satisfaction, hence a discussion regarding value follows.

2.4.4.2 The role of value in exchange

Ballantyne et al. (2003:161) and Kotler and Keller (2006:25) are of the opinion that value is
a core concept in marketing, since value is an indicator of the perceived tangible and
intangible benefits and costs that customers incur in an exchange, whether monetary or
non-monetary. Value is widely considered to be the difference between benefits that
customers derive from a market offering and the costs of obtaining the benefits (Perreault
& McCarthy, 2006:19). If the benefits received exceed costs, customers are generally

satisfied. On the contrary, if the costs exceed the benefits, the customer is likely to
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consider alternatives (other competitors). Similarly value theory posits that the greater the
product’s usage value to a customer, the higher the likelihood that the customer will
demand the product from the organisation (Bruhn, 2003:19). Value theory is thus closely
related to perceived value (Bruhn, 2003:20). Thus value can be considered to be at the

core of marketing activities (Yang & Peterson, 2004:803).

When evaluating an exchange relationship, parties have preconceived expectations
regarding the performance of the other party (Gundlach & Murphy, 1993:37). Should the
other party’s performance meet original expectations, there is the perception that value
has been derived from the exchange relationship. Various value-evaluation theories are
applicable to all exchange relationships, namely equity theory, expectancy-value theory

and social exchange theory. Each theory is briefly described below.

2.4.4.3 Equity theory

Equity theory explains how individuals in an exchange relationship compare their ratio of
inputs and outputs in an exchange situation to determine whether a fair exchange has
taken place (Glass & Wood, 1996:1191; Huppertz, Arenson & Evans, 1978:250; Lapidus &
Pinkerton, 1995:108). Equity is the evaluation of fairness (Bolton & Lemon, 1999:173),
thus inequity occurs when the ratio of input to output are perceived to be unequal, resulting
in dissatisfaction (Glass & Wood, 1996:1191; Lapidus & Pinkerton, 1995:108). The
dissatisfied party will be motivated to restore equity, that is, restore the balance between
inputs and outputs or benefits and costs (Glass & Wood, 1996:1191; Huppertz et al.,
1978:250). The degree of equity that needs to be restored will depend on the value that
the individual placed on the exchange (Glass & Wood, 1996:1192), known as value equity,
that is, the customer’s perception of the market offering’s corresponding benefits and costs
(Kotler & Keller, 2006:151). Equity theory is at the core of perceived value, since perceived
value compares customer’s outcome/input to the service provider’'s outcome/input (Yang &
Peterson, 2004:802).
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2.4.4.4 Expectancy-value theory

In expectancy-value theory, each party has an expectation of the risk involved in the
exchange and would prefer to decrease risk as far as possible. To alleviate uncertainty (or
avoid costs), customers often make purchases which carry the lowest risks. A popular
expectancy-value theory by Edwards (1954) states that when faced with a decision, a
person will choose the alternative that is most likely to have a favourable outcome (Thong,
2007:20), that is, the least risk. Some expectancy-value models, for example expected
utility theory, calculate the actual monetary value of risks, whereas others determine
customers’ attitudes toward products, most notably the theory of reasoned action (Kardes,
Cline & Cronley, 2011:168). Expected value can be positive or negative, since evaluations
can have a negative value (East, Wright & Vanhuele, 2008:120).

2.4.4.5 Social exchange theory

According to Blau (1964), social exchange is described as the voluntary interaction of
customers and organisations for the purpose of economic exchange to satisfy a common
goal, namely profit generation (Schakett, 2009:13). Customers will remain in an exchange
relationship is dependent on the satisfaction which that customer experiences in the
existing relationship (Edward & Sahadev, 2011:329). Customer need satisfaction implies
that customers will pursue rewards, but avoid costs (Roberts, 1989:20; Schakett, 2009:13).

Social exchange theory evaluates the benefits versus costs of remaining in a relationship.
Willingness to remain in an exchange relationship is in direct proportion to the level of
satisfaction derived from the existing relationship (Edward & Sahadev, 2011:329). Social
exchange relationships should lead to mutual goal realisation for both parties (Whitten &
Wakefield, 2006:227). Social exchange theory incorporates the development, growth and
dissolution of social and business (both B2C and B2B) relationships (Patterson,
2004:1305).

When customers weigh benefits versus cost to decide whether to maintain a relationship

with their service provider, social exchange theory applies. As a result, a service encounter
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can be viewed as a social exchange (Patterson, 2004:1305). Therefore interactions
between customers and service providers are essential elements in determining customer
satisfaction. In a services context, depending on the customer’s level of involvement, the
customer and service provider interact in order for the service to be performed. Thus the
success of the interaction (service encounter) will determine whether the relationship will
continue. Consequently Patterson (2004:1305) is of the opinion that switching can be

theoretically based on social exchange theory.

Taking the above-mentioned exchange relationships into consideration, Antén, Camarero
and Carrero (2007a:511) describe relationship marketing as a relational approach to

exchange.

2.45 Relational exchange

Hunt et al. (2006:72) mention that one of the important facets of relationship marketing is
to distinguish between the duration of two types of exchange relationships. This is
because the duration of the exchange relationship determines whether a transactional or
relational exchange take place. Transactional (discrete) exchanges have a distinct
beginning and ending whereas relational exchanges comprise a series of transactions that
are linked in some manner and take place over an extended period of time (Dwyer et al.,
1987:12; Gundlach & Murphy, 1993:36; Hunt et al., 2006:72). As such, relational exchange

is applicable to relationship marketing, since both strive toward an on-going relationship.

Dwyer et al. (1987:12) used Macneil’'s (1980) theory of contract law to describe the
difference between discrete and relational exchange. Transactional exchange is a once-off
transaction, usually of short duration, and takes place between anonymous parties,
thereby excluding all relational elements (Dwyer et al., 1987:12; Hunt et al., 2006:77).
Transactional exchange also assumes that once the customer has bought a product, there
IS no guarantee that the customer will use the service provider again in future
(Gummesson, 2000:11). On the contrary, relational exchanges are continuous exchanges
over a long or possibly indefinite period of time between parties that are known to one
another. The purpose of relational exchange is to develop a long-term relationship
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between buyers and sellers (Schakett, 2009). Relational exchange also takes into
consideration past and possible future transactions each time an interaction occurs (Dwyer
et al., 1987:12; Gundlach & Murphy, 1993:36; Hunt et al., 2006:77). Continuous relational
exchange is based on relational exchange theory which uses a foundation of relational
norms that serve as moral controls which encourage behaviours that are beneficial to the
relationship, for example commitment, and discourage behaviours that will undermine the

relationship, such as opportunism (Joshi & Stump, 1999:335, 339).

Relationship marketing builds on relational contracting theory (Hunt et al., 2006:77).
Macneil defines relational contract theory as, “relations among people who have
exchanged, are exchanging, or expect to be exchanging in the future” (Macneil, 1987:274).
Since relational exchange considers past and future purchases, Dwyer et al. (1987:12) are
of the opinion that future interactions are determined by trust between the customer and
service provider. Ballantyne et al. (2003:160) and Morgan and Hunt (1994:24) argue that
mutual trust is essential to successfully build a relationship with customers. Morgan and
Hunt’'s (1994) commitment-trust theory found that the presence of trust and commitment
are central components in successful relational exchanges and thus relationship
marketing. The commitment-trust theory implies that both parties will do what they
promised to do (Dwyer et al., 1987; Morgan & Hunt, 1994).

Relational exchange is also facilitated by a variety of legal theories, including contract law,
so as to guide exchange and apply the legal rights of parties in the exchange (Gundlach &
Murphy, 1993:38). Subscription markets use a form of contract to keep customers for a
certain amount of time. The subscription is either an annually renewable contract or a
tenure contract which continues indefinitely until cancelled (East et al., 2008:97). Thus,
relational contracting theory applies to business-to-customer (B2C) relationships where a
long-term contract is involved (lvens & Blois, 2004:242). Customer switching is particularly
damaging in industries where organisations rely on long-term relationships with customers
through contracts or subscriptions (Anton, Camarero & Carrero, 2007b:136), for example
the mobile telecommunications industry. Taking into consideration that in a services

context, many customers have subscriptions or contractual agreements with the service
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provider, Ultsch (2002:315) describes switching behaviour as the ‘discontinuation of a

contract with a business’.

Notwithstanding the necessity of contracts, the purpose of relationships is to build mutually
beneficial partnerships with customers to provide value to both parties. The next section
discusses various approaches to building relationships between customers and service
providers.

2.4.6 Building customer=service provider relationships

Forming and maintaining a relationship is beneficial to both the service provider and the
customer (Lopez et al., 2006:558). One benefit for the customer, linked to risk theory and
Expectancy-value theory (Edwards, 1954), is reduced risk. If the customer repeatedly uses
the same service provider, they will know what to expect and experience lower risk (Bruhn,
2003:27). Another benefit is that of customisation, where once the service provider knows
the customer, special individual needs can be provided for. A third customer benefit is that
time and effort to find a new service provider, termination fees and emotional loss are
avoided (Fahy & Jobber, 2012:184; Hunt et al., 2006:76).

The longer an organisation maintains a relationship with a customer, the more value the
customers create for the organisation (Reichheld, 1996:57; Zeithaml, 2000:76). Research
shows that for every additional year that the business-customer relationship is successful,
the customer becomes less costly to serve because of learning effects and decreased
servicing costs (Ganesh et al., 2000:65). As mentioned before, research has also shown
that serving existing customers is less costly than serving new customers (Wong,
2011:38). In addition, satisfied long-term customers spread positive word-of-mouth
(Wong, 2011:38), thereby drawing new customers with fairly little cost to the organisation.
Further benefits for the service provider include decreased price sensitivity, use of a
broader range of the firm’s services, increased responsiveness to new products offered by
the firm, resistance to switching attempts initiated by competitors and the spread of
positive word-of-mouth (Fahy & Jobber, 2012:184; Ganesh et al., 2000:65; Lopez et al.,
2006:558; Reichheld, 1996:57).

-47 -

© University of Pretoria



Faculty of Economic and

Management Sciences

On the contrary, if a customer terminates usage of the organisations’ services, the
organisation not only loses earnings, but acquisition costs and future revenue are also lost
(Hughes, 2008:17). Consequently, the organisation from which customers switched will
have to invest resources to attract new customers so as to replace former customers.
Therefore establishing a relationship between the customer and the service provider is
important because relational bonds between an organisation and a customer often lead to
repeat business (Dwyer et al., 1987:12).

Research has suggested the use of two strategies to retain customers: outperform
competitors or use relationship marketing to create a special bond with the customer
(Kaur, Sharma & Mahajan, 2012:280; Reicheld & Sasser, 1990:106). Social bonds enable
more intimate relationships with customers and often lead to customer loyalty (Liang &
Chen, 2009:221).

Through understanding and gaining knowledge about the customer, the service provider is
likely to establish a bond with the customer, thus social bonding theory also applies to
relationship marketing. Social bonds are developed through repeated personal interactions
and continuous communication with customers (Ackerman & Schibrowsky, 2007:323;
Liang & Chen, 2009:221). Bonds exist on a hierarchy of different levels of intensity (Berry,
2002:62; Fahy & Jobber, 2012:184; Palmer, 2008:250). Types of bonds include: financial
bonds, at which level loyal customers are rewarded with discounts or loyalty points; social
bonds, where customers become familiar to the service provider and receive a customised
service with personalisation and frequent communication; and structural bonds, which
occur when the customer becomes tied to the service provider through a unigue service
delivery system that no other service provider offers, thereby increasing switching costs
and locking in the customer (Ackerman & Schibrowsky, 2007:322-327; Berry, 2002:62;
Fahy & Jobber, 2012:184; Liang & Chen, 2009:220-221).

2.4.7 Importance of retention in the mobile telecommunications industry

Following from the many benefits of building a relationship with the customer, maintaining

the relationship is imperative, especially in competitive markets. In a saturated and highly
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competitive industry such as mobile telecommunications, customer retention is even more
important (Keramati & Ardabili, 2011:344). Understanding customer retention and retention
antecedents is also central to relationship marketing (Polo & Sesé, 2009:119). The
purpose of customer retention is to maintain the business relationship established between
a service provider and customer (Gerpott et al., 2001:253). Retention can be achieved by
either extending a customer’s contract, or through the customer intending to make future
purchases from the service provider (repurchase intention). If the relationship is
maintained due to the customer’s desire to continue the relationship, loyalty results.
However, if the customer is forced to remain in the relationship, either due to contractual
obligations or high switching barriers (mobility barriers), false loyalty is often the outcome
(Gerpott et al., 2001:253).

Due the economic importance of the telecommunications industry worldwide (Shukla,
2010:467) and the alarmingly high churn rates in this particular industry (Kim et al.,
2004:148), an urgent need has arisen to establish how to retain customers and
subsequently also to determine what factors causes customers to switch. Much
relationship marketing research has motivated that building customer relationships
contributes toward organisation’s success (Antén et al., 2007a:511). Furthermore, much
research has investigated creation of relationships, loyalty and commitment (Antén et al.,
2007a:511-512). However, very little research has investigated why relationships end
(Antdn et al., 2007a:512), even though the research results showed alarming
disadvantages for organisations. Therefore the next chapter investigates switching and
predictors of switching.

2.5 CONCLUSION

The chapter commenced with an overview of telecommunication and the global mobile
telecommunications industry. Mobile telecommunication has become an important sector
for economic development, taking into consideration that approximately 60% of the world’s
population are mobile subscribers (Keramati & Ardabili, 2011:344; Shukla, 2010:467,
Srinuan et al.,, 2012:453). In terms of revenues received from telecommunications

services, South Africa was the 15" largest telecommunications market in the world in 2012
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(Deloitte Digital SA, 2013). Furthermore, despite approximately half of South Africa’s
population living “below the poverty line”, South Africa had 128% mobile penetration by
2012 (Deloitte Digital SA, 2013; South Africa Yearbook 2013/14, 2013:87). Due to a high
market demand for mobile connectivity (Malhotra & Malhotra, 2013:13), and rife

competition in the saturated South African market, this industry is “prone to switching”

Moreover, the service industry accounts for 60% to 70% of the gross domestic product
(GDP) of most developed countries, far exceeding manufacturing and agriculture (Fahy &
Jobber, 2012:174). Similarly, the South African service sector generates 68.4% toward the
GDP (CIA World Factbook: Economy, 2014). Consequently the services industry is
extremely important not only in South Africa, but also worldwide. Thus a discussion
defining services marketing and describing the distinguishing characteristics of services

was included.

Protecting the customer base has become an extremely important strategy for
organisations (Berry, 2002:60). Thus relationship marketing as a research area has
generated much interest. Therefore the final section in the chapter explains the concept of

relationship marketing and discusses the paradigm shift toward relationship marketing.

Long-term customers create value for the organisation (Reichheld, 1996:57; Zeithaml,
2000:76). Hence the chapter concludes with an discussion of the importance of customer

relationship building and retention.

Considering the importance of customer retention, the next chapter explores the purchase
process, specifically repurchase intention, which may result in favourable outcomes
(loyalty) or unfavourable outcomes (switching). Taking into account the many benefits of
customer retention, organisations ideally seek favourable purchase outcomes. However,
the purpose of the current study is to explore unfavourable purchase outcomes, namely,
switching intention. Thus various switching antecedents are discussed. The chapter then
explores in-depth each construct chosen for the study, and also explains the development

of the conceptual switching intention model.
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CHAPTER 3

SWITCHING IN THE MOBILE
TELECOMMUNICATIONS INDUSTRY

3.1 INTRODUCTION

Due to the importance of building and maintaining customer relationships, particularly in
contractual service settings such as mobile telecommunications, this chapter commences
with a brief discussion of the purchase process and the role of post-purchase evaluation.
Customers may consider switching to an alternative service provider if an unfavourable
opinion is formed during post-purchase evaluation. Thus the purpose of Chapter 3 is to
place switching intention — the core context of the study — in perspective, and to explain

switching in the context of mobile telecommunications.

3.2 THE PURCHASE PROCESS

Marketing practitioners intend to understand customer behaviour in order to understand
how their purchase decisions are made (Lovelock & Wirtz, 2011:58). Marketing
practitioners are also interested to know how customers utilise their products or services
after the purchase (Lovelock & Wirtz, 2011:58). Marketing practitioners intend to discover
how to create value for customers in order to satisfy their needs better than competitors
would (Ballantyne et al., 2003:161). After understanding what determines customer
satisfaction before, during and/or after the purchase, an attempt can be made to create
products/services that meet or even exceed customer satisfaction levels (Lovelock &
Wirtz, 2011:58). The three phases of the purchase process, namely pre-purchase,

purchase and post-purchase, are discussed in the following section.
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3.2.1 Pre-purchase

A customer’s intended purchase behaviour is described as behavioural intention. The
study of behavioural intention assists organisations to determine the likelihood that a
customer will behave in a predictable manner (Han, Kim & Hyun, 2011:621; Zeithaml,
Berry & Parasuraman, 1996:33). Even though customers’ behavioural intention
occasionally differs from their actual behaviour (Antén et al., 2007a:523; Athanassopoulos,
Gounaris & Stathakopoulos, 2001:692), predicting how customers may possibly respond in
a purchase situation is more advantageous than having no knowledge whatsoever

concerning what behaviour to expect.

Various models have been developed to predict behavioural intention. The well-known
attitude models include the Theory of Reasoned Action (TRA), the Theory of Planned
Behaviour (TPB) and the Technology Acceptance Model (TAM) (Ajzen, 1991; Bansal &
Taylor, 1999b; Belleau, Summers, Xu & Pinel, 2007; Chen & Chao, 2011:128; Liu,
Marchewka, Lu & Yu, 2005; Turel et al., 2007). These models measure a variety of
variables, including attitudes, subjective norms, perceived behavioural control, perceived
usefulness and perceived ease of use (Wang, Lin & Luarn, 2006:160). However, since the
focus of the current research is not based on attitudes that determine behavioural
intention, but rather on comparing behavioural intention and behaviour, the
above-mentioned attitude models are not incorporated into the current research.
Nonetheless, the models are recognised for their valuable input regarding behavioural

intention.

Section 3.5 conceptualises a model for switching intention, but first, the purchase process,

post-purchase evaluation and repurchase intention are explained in the next section.

3.2.2 The purchase process

Various factors simultaneously influence the customer’s decision to purchase or not to
purchase a product (Perreault & McCarthy, 2006:114). In the pre-purchase phase,

individual factors, social factors, as well as the purchase situation influence the purchase
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decision (Lamb et al., 2010:76; Perreault & McCarthy, 2006:113). Individual factors
include, amongst others, the customer’s motivation for the purchase, the customer’s
personality and lifestyle, and the customer’s values, beliefs and attitudes. Influences due
to culture, social class or reference groups are social factors which influence the purchase
decision. Factors which influence the purchase situation are the reason for the purchase,
the surroundings in which the purchase is made and whether the purchase is impulsive or
planned (Lamb et al., 2010:76; Perrault & McCarthy, 2006:113).

The three aforementioned factors influence the decision-making process and thus cause
customers with different purchase motivations and customers with varying social and
individual factors, to make different decisions. During the decision-making process,
customers typically recognise a need and strive to satisfy the need by purchasing the
appropriate product. For complex purchases that require a high capital investment or long-
term commitment, a thorough information search is generally conducted (Lamb et al.,
2010:84). Subsequently, all available alternatives are considered, and should one of the

alternatives appeal to the customer, a purchase is made (Pride & Ferrell, 2010:198).

Following the purchase transaction, the customer enters the post-purchase evaluation
phase (Lamb et al.,, 2010:82; Mitchell & Boustani, 1994:58; Perreault & McCarthy,
2006:128) also known as post-consumption reaction (Babin & Harris, 2013:301) or
purchase outcome (Bansal & Taylor, 1999b:200). After the post-purchase evaluation, the
customer could be satisfied with the purchase, which leads to favourable outcomes such
as customer retention and loyalty. In contrast, should the result of the post-purchase
evaluation be negative, the customer may consider switching when purchasing the product
in future (Anton et al., 2007:137b; Bansal & Taylor, 1999b:200; Han et al., 2011:621). A

summary of the purchase process is shown in Figure 3.1.
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Figure 3.1: The purchase process

Retention
Loyalty

Favourable

outcome

Decision- Post-purchase
Pre-purchase

making process evaluation

Unfavourable

outcome

Switching

Source: Adapted from Howard & Sheth (1969:471) and Lindquist & Sirgy (2006:115).

Lindquist and Sirgy (2006:114) suggest that analysing the factors that influenced the
customer’s purchase decision may enable the service provider to predict the possible
outcome of the next purchase. If future purchases can be anticipated, marketing
practitioners could possibly influence the customer’s future actions (Lindquist & Sirgy,
2006:18), for example, prevent the customer from switching. Therefore, besides
investigating the customer’s actual post-purchase behaviour, researching the customer’s

intended repurchase behaviour is also an important consideration.

3.2.3 Post-purchase evaluation

After the purchase, customers could react to their purchase by having either favourable or
unfavourable intentions (Zeithaml et al.,, 1996:34). Favourable intentions include
customers verbalising positive emotions toward the organisation by recommending the
organisation or service offering to others, remaining loyal, increasing spending with the
organisation, being willing to pay a price premium and purchasing more than one type of
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product from the organisation (cross-selling). The opposite is true for unfavourable
intentions, which lead to customers speaking negatively about the organisation,
complaining to others and external agencies about the organisation, conducting less
business with the organisation or possibly switching to another organisation (Altuna &
Konuk, 2009:46; Kaur et al., 2012:281; Zeithaml et al., 1996:34).

Due to the wide variety of behavioural intentions mentioned in the literature, Zeithaml et al.
(1996:37) developed a 13-item battery in an attempt to simplify the numerous intentions.
Zeithaml et al.'s (1996:38) study led to five behavioural intention categories, namely,
loyalty (to the organisation), propensity to switch, willingness to pay more, external
responses to problems (complaining to other customers and external agencies or
switching to a competitor) and internal responses to problems (complaining to the
company’s employees). The findings categorised loyalty and willingness to pay more as
favourable behavioural intentions, whereas propensity to switch and external response to
the problem were classified as unfavourable behavioural intentions (Zeithaml et al.,
1996:37-38). Unfortunately no clarity was obtained in their study as to whether internal
response is a favourable or unfavourable outcome. The current research focuses on
unfavourable behavioural intentions, in particular, the customer’s propensity to switch. For
the remainder of the current research, propensity to switch will be referred to as switching

intention.

After post-purchase evaluation, the customer may intend to repurchase the
product/service. Preceding the discussion regarding repurchase intention is an explanation
regarding certain industry-related strategies can be used to influence switching. The
mobile telecommunications industry inherently has industry-specific switching strategies,

as discussed below.

3.2.4 Strateqgies that influence switching in mobile telecommunications

Switching costs and lock-in strategies coerce customers to remain with their current
service provider. Nonetheless, developing strong relationships with customers has been

suggested as a switching prevention strategy (Shah & Schaefer, 2006:76).
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3.2.4.1 Lock-in strategies in mobile telecommunications

Switching costs are prevalent in markets characterised by customer lock-in (Aydin & Ozer,
2005:144). Lock-in is a state in which the customer feels bound to a service provider and
feels unable and/or unwilling to leave the relationship (Harrison, Beatty, Reynolds & Noble,
2012:392). Lock-in occurs when significant switching costs are imposed by a service
provider (Buschken, 2004:1). Thus lock-in inhibits switching (Harrison et al., 2012:392).
Lock-in differs from loyalty in that loyalty is voluntary, whereas lock-in is “a fixed state in

which a customer feels firmly entrenched in the relationship” (Harrison et al., 2012:393).

Much previous research has suggested that organisations strategically build high switching
costs into their products (whether actual or perceived) to create lock-in and thereby ensure
customer retention (Aydin & Ozer, 2005:142; Dick & Basu, 1994:104; Fornell 1992:10;
Klemperer, 1987b:376; Patterson, 2004:1312; Seo, Ranganathan & Babad, 2008:184).
The organisation benefits if customers are locked in, because customer price sensitivity
decreases, customer sensitivity to satisfaction levels is reduced and the perception is
created that functionally homogeneous service offerings are heterogeneously
differentiated (Aydin & Ozer, 2005:142; Klemperer, 1987b:376; Maicas, Polo & Sesé,
2009a:161; Shin & Kim, 2008:858). In other words, service offerings that are essentially
the same are perceived to be different, due to the different switching costs present.
Another benefit is that demand and revenue can be forecasted because of contractual
lock-in. For example, in the mobile telecommunications industry, contract duration is
usually 24 months, enabling the organisation to forecast demand and revenue for at least
a two-year period (Malhotra & Malhotra, 2013:14).

Customers’ switching intention reduces considerably if the possibility of experiencing
switching costs exists (Lee, J., Lee, J. & Feick, 2001:38). Conclusive evidence in the
literature has indicated that many customers remain in a relationship with their service
provider, whether or not they are satisfied, if they are locked-in by switching costs (Aydin &
Ozer, 2005:144; Jones et al., 2007:335; Kim et al., 2004:157; Lee et al., 2001:38; Liu et
al., 2011:76; Malhotra & Malhotra, 2013:14; Patterson, 2004:1304; Shy, 2002:71).
Researchers caution that often the result of lock-in is false loyalty, which leads to an
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economic hostage situation in which customers remain with the service provider against
their will (Anton et al., 2007b:141; Buschken, 2004:14; Lee et al., 2001:38). False loyalty,
is also known as spurious loyalty (Malhotra & Malhotra, 2013:14), passive loyalty (Kaur et
al., 2012:283), or polygamous loyalty (Dowling & Uncles, 1997:74). This situation is
confirmed by Kruger & Mostert (2012:47) who found that young adults remained with the
MNO due to contractual lock-in or inconvenience, but not necessarily because they had a
desire to do so.

Jones et al. (2007:336) suggest that a lock-in strategy is restricted. Most researchers have
not considered that locked-in customers may have strong negative reactions toward the
organisation, even though they remain with the organisation (Jones et al., 2007:336).
Being locked-in could cause begrudgement against the MNO, due to the customer’s
feelings of powerlessness, often resulting in switching as retaliation (Malhotra & Malhotra,
2013:15). The long-term consequences of “forced lock-in” may be negative word-of-mouth,
sabotage or hostility toward the organisation (Jones et al., 2007:336). Lock-in could be
either positive or negative (Harrison et al., 2012:392), and can be described as either hard
or soft lock-in (Malhotra & Malhotra, 2013:14). Hard lock-ins, such as financial switching
costs, are considered to be negative switching barriers, whereas soft lock-ins, for example
relational benefits that customers derive from an enduring relationship with the service

provider are regarded as positive switching barriers (Malhotra & Malhotra, 2013:14).

) Hard lock-in

Various hard and soft lock-in strategies exist. In mobile telecommunications, hard lock-in
could be the result of procedural switching costs such as contractual agreements
(Ranganathan et al., 2006:270), start-up fees (Gerpott et al., 2001:251), product-specific
learning costs (Seo et al., 2008:184), service bundling (Shin, 2007:3) or incompatibility of

the organisation’ service offering with competing products (Shy, 2002:72).

In the case of a contractual agreement, the customer is obliged to remain with the
organisation until the contract period expires (Buschken, 2004:14). Contracts act as an
effective lock-in strategy due to high premature termination fees which penalise customers
that switch before the contract ends (Shin & Kim, 2008:857; Wong, 2011:41). Also, in an
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attempt to retain hard lock-in customers, service providers offer very appealing incentives
to entice existing customers to renew their contract (Malhotra & Malhotra, 2013:14; Shin &
Kim, 2008:857).

Polo and Sesé (2009:130) found that customers with a contract (post-paid customers),
have higher switching costs than pre-paid customers. However, upon investigating the
relationship between the type of subscription and customer switching behaviour, Maicas et
al. (2009a:169) found that post-paid subscribers are more likely to switch than pre-paid
subscribers. The finding is surprising, since the expectation is that pre-paid subscribers
are more likely to switch because they are not locked into long-term contracts and have
much lower switching costs. Maicas et al. (2009a:169) speculate that competitors often
target their aggressive marketing strategies at post-paid subscribers since these
subscribers tend to be more profitable. In contrast, Wong (2011:41) found that post-paid
customers are 96% less likely to switch, possibly because service contracts serve as a
switching barrier and because many organisations have implemented high early-contract

termination fees.

Subscription duration is commonly related to customer lock-in (Kim & Yoon, 2004:762).
Jones et al. (2007:350) suggest that organisations should cautiously make use of
procedural switching costs, because of the potentially harmful outcomes such as negative
emotions, which inevitably lead to negative word-of-mouth. Malhotra and Malhotra
(2013:18) found that using unreasonable contract length as a hard lock-in strategy
significantly increased customer’s propensity to switch. However, as mentioned previously,
other researchers reported that a lock-in strategy does not necessarily increase

customer’s propensity to switch (Lee et al., 2001:38).

Due to the severe lock-in strategies in the industry, an attempt was made to encourage
switching in the mobile telecommunications industry. Subsequently mobile number

portability (MNP) was introduced.
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i) Mobile number portability (MNP)

Apart from contractual agreements and locked handsets, customers lost their mobile
numbers if they switched (Shin, 2007:2). The person being contacted usually identifies the
caller by their number and many people filter incoming communication due to an
increasing number of unsolicited calls and telemarketing. Thus the possibility exists that a
call may be rejected if the receiver does not recognise the caller (Sutherland, 2007:12). A
change in number also necessitates new business cards and updating contact information
with various service providers, which is time consuming. Customers also incur costs in
having to inform people of their new number (Gerpott et al., 2001:254). Consequently, the
perception was created that switching costs are high in the mobile telecommunications

industry if customers could not retain their mobile numbers.

After the introduction of Mobile Number Portability (MNP), switching costs significantly
decreased (Buehler, Dewenter & Haucap, 2006:393; Lee, Kim, Lee & Park, 2006b:110).
MNP allows customers to keep their mobile number (including the prefix) when switching
from one MNO to another (Buehler et al., 2006:386; Maicas et al., 2009a:162; Shin & Kim,
2007:38; Srinuan et al., 2012:453). MNP allows more flexibility in the market (Gerpott et
al., 2001:266) and reduces the tedious burden of switching MNOs (Shi, Chiang & Rhee,
2006:27). MNP also encourages competition (Buehler et al., 2006:386; Shin, 2007:1; Shin
& Kim, 2007:38), and has in turn encouraged lower prices for customers. Even though
MNP was introduced to assist customers with enhanced service offerings at better prices,
the impact that regulators and researchers predicted MNP would have on the industry did
not actualise (Shin, 2007:2). Disappointingly, MNP has had no significant impact on churn
rates (Shin & Kim, 2007:39).

Despite the introduction of MNP in South Africa, MNOs currently use an alternative hard

lock-in strategy, namely network locking.

ii) Network locking

Network locking is a technical restriction which prevents subscribers’ handsets from
functioning on an alternative mobile network (Maicas et al., 2009a:163; Nakamura,
2010:739; Vermeulen, 2015). Thus, should customers decide to switch, they are obliged to
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purchase a new handset (Xavier & Ypsilanti, 2008:17). Due to high handset costs,
customers avoid purchasing a new handset, thus handset lock-in creates a financial

switching cost, with the result that customers remained with their current service provider.

To summarise, hard lock-in customers often continue business with an organisation even
though they are not satisfied with the service provider, because of high perceived
switching costs (Aydin & Ozer, 2005:144; Lee et al., 2001:38; Malhotra & Malhotra,
2013:14; Patterson, 2004:1304; Shy, 2002:71). On the contrary, soft lock-in has resulted in
relationally loyal customers that intend to continue the relationship with the service
providers because of the value derived from the continued relationship (Malhotra &
Malhotra, 2013:14).

) Soft lock-in

The soft lock-in approach is a more positively-perceived alternative. Malhotra and Malhotra

(2013:18-19) found that soft lock-in significantly decreased switching intention. Examples
of soft lock-in are network effects and loyalty programmes. Network effects include
subsidised or discounted rates for calls made to people on the same network (that is,
people that subscribe to the same service provider). In some cases, free airtime is given
as an incentive (Maicas et al., 2009a:162; Malhotra & Malhotra, 2013:15). Research has
shown that customers spend significantly more airtime communicating with persons who
are on the same network (Edward et al., 2010:156). Therefore, network effects decrease
the customer’s propensity to switch (since they act as a soft lock-in strategy), while
simultaneously creating a positive attitude toward the MNO (Malhotra & Malhotra,
2013:15).

Gerpott et al. (2001:266) suggest that a loyalty programme could reward customers for the
amount of services used and the duration of the contract. Research has indicated that
loyalty programmes have a positive influence on relationship duration (Bolton et al.,
2004:273). Similarly, Ahn et al. (2006:562) found that loyalty points decrease switching
intention, since more points are gained as the relationship duration increases, confirming

that loyalty programmes are a successful soft lock-in strategy.
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A number of other factors have influenced switching intention in mobile
telecommunications specifically. Of particular interest are calling plans and mobile handset
usage characteristics, which are discussed below.

i) Calling plan

The type of calling plan and the suitability of the calling plan also influence switching.
Calling plans include a standard package or tailored packages, for example packages
targeted at teens and young adults or week-end discounts (Ahn et al., 2006:558). Calling
plans tend to be complicated and often vary across markets and also between customers
within a market (Bolton, 1998:55). Seo et al. (2008:192) found that as the complexity of the

calling plan increased, the likelihood of switching decreased.

Wong (2011:41) found that calling plan suitability significantly influenced switching
behaviour and that customers with optimal calling plans were less likely to switch than
those with non-optimal calling plans. Wong (2011:40-41) also found that customers were
less likely to switch if their calling plan was recently adjusted and that as the frequency of
changing calling plans increases, the likelihood to switch decreases. Interestingly, Srinuan
et al. (2012:455) found that customers remained with their MNO, but switched between

various calling plans offered by the MNO.

ii) Mobile handset usage characteristics

An issue particularly prevalent in the mobile telecommunications industry is the type of
handset offered by the service provider. If a unique handset is offered by a specific MNO,
that service provider may become an attractive alternative. Customers are willing to switch
for handsets that offer more advanced features or are more aesthetically pleasing. Most
customers consider the handset’s capability before purchasing a new handset (Ahn et al.,
2006:564), which could lead to churn if the current MNO does not offer the desired
handset, or if certain handsets are only compatible with certain service providers. Often
service providers form strategic alliances with handset manufacturers, enabling them to
offer the latest handset with a special contract package, and in-so-doing attract customers
(Chuang, 2011:132). Nevertheless, the benefits of switching MNOs for a new handset are
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short-lived, since all MNOs constantly strive to find the newest and best handsets (Kim &
Yoon, 2004:762).

Kim and Yoon (2004:762) found that the duration of mobile handset use is a significant
switching determinant. The results show that the longer a customer uses their present
mobile handset, the higher the likelihood that the handset is outdated, in turn increasing
the customer’s intention to switch. Ahn et al. (2006:565) found that customers that own old
handsets with low functional capability are more likely to switch, in order to get a newer
handset with better functionality. Customers will also switch to an alternative service
provider that offers a newer and more aesthetically pleasing mobile handset (Ahn et al.,
2006:564). Obtaining a new handset allows customers access to the latest technology and
handset features (Ahn et al.,, 2006:564). Thus, the more sophisticated the handset, the
lower the propensity to switch (Seo et al., 2008:192). Similarly, Wong (2011:41) found that
customers had a lower tendency to switch if their mobile handset was recently upgraded,

possibly because the customer had a relatively new handset.

Taking into consideration the strategies that influence switching in the mobile
telecommunications industry, the next section discusses repurchase intention and whether

the intention is a favourable or unfavourable outcome.

3.3 SWITCHING INTENTION IN PERSPECTIVE

Once the purchase has been made and post-purchase evaluation is complete, the
customer decides whether or not to purchase from the same organisation in future. An
explanation of repurchase intention precedes the discussion of favourable and

unfavourable post-purchase outcomes.

3.3.1 Repurchase intention

Repurchase intention is an individual’s judgement regarding purchasing a certain service
from the same company in future, while also considering the current purchase situation

(Hellier, Geursen, Carr & Rickard, 2003:1764). The customer’s intention to repurchase is
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established after the post-purchase evaluation. The favourable or unfavourable purchase
outcomes will determine whether or not the repurchase cycle continues or whether
customers switch (Kuo et al., 2009:889). Service offerings vary with regard to the length of
the repurchase cycle. Some products have a regular and fairly short purchase cycle, for
example, dry cleaning, hairstyling and restaurants. Other products have a long and
comparatively irregular purchase cycle, such as life insurance, Internet service providers,
airlines and MNOs (Pan, Sheng & Xie, 2012:153). Each time a purchase cycle comes to
an end, the customer becomes a new prospect for the organisation, there is no guarantee
that the customer will definitely repurchase from the current service provider (Pan et al.,
2012:153). Therefore, strategies need to be implemented to encourage present customers

to repurchase from their current service provider.

During the repurchase cycle, the organisation interacts with an experienced customer,
because the service offering has been used previously and the customer likely interacted
with the organisation and some employees (Patterson & Spreng, 1997:417). Experienced
customers are less sensitive to the odd negative service encounter, as they usually weigh
up the accumulation of previous encounters (Bolton, 1998:45). Thus the customer’s
repurchase intention decision varies greatly to the original purchase decision. Experienced
customers often skip the pre-purchase phase and move directly into the decision-making
phase. During the repurchase decision-making phase, the customer will decide whether to
remain with the current service provider (loyalty), or whether to switch (Antén et al.,
2007a:523). Clearly a favourable outcome is desirable for both the customer and the

service provider.

3.3.2 Favourable outcomes — Loyalty

Loyalty is a priority for organisations, hence repeat business exchanges are necessary for
the profitability and ultimate survival of any organisation (Gongalves & Sampaio,
2012:1509). Research has shown that loyal customers generate more profit than non-loyal
customers (Hsu & Chang, 2003:322) and that the cost of recruiting new customers is
greater than the cost of retaining loyal customers (Negi, 2009:33; Oliver, 1999:33).
Consequently loyalty is closely linked to the organisation’s profitability (Bodet, 2008:157;
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Ganesh et al., 2000:66; Min & Wan, 2009:107; Mittal & Lassar, 1998:177; Oliver, 1999:33)

and encouraging loyalty should be a primary goal for organisations.

Loyalty research has enjoyed much attention in service marketing literature, since a
consistent base of loyal customers ensures continuous business exchange (Chiao, Chiu &
Guan, 2008:649). Oliver (1999:34) defined loyalty as “a deeply held commitment to rebuy
or re-patronize a preferred product or service consistently in the future, thereby causing
repetitive same-brand or same brand-set purchasing, despite situational influences and

marketing efforts having the potential to cause switching behaviour”.

Satisfaction has been proven to be a strong antecedent of loyalty and several researchers
have found a significant positive relationship between satisfaction and loyalty (Aydin &
Ozer, 2005:150; Aydin et al., 2005:97; Chen & Cheng, 2012:815; Deng, Lu, Wei & Zhang,
2010:295; Gerpott et al., 2001:264; Kim et al., 2004:155; Kuusik & Varblane, 2009:74; Lee,
2010:9; Lim et al., 2006:214; Liu et al., 2011:75; McDougall & Levesque, 2000:403; Min &
Wan, 2009:115; Pan et al., 2012:155; Shukla, 2010:477). Notably, O’Malley (1998:48)
cautions that assuming that dissatisfied customers will defect and that satisfied customers

will remain loyal is a narrow and simplistic view.

Several researchers have concluded that switching is distinct from and possibly directly
opposite to customer loyalty and retention (Anton et al., 2007b:137; Bansal & Taylor,
1999h:200; Shukla, 2010:472). Keaveney (1995:72) concurs with this perspective and
argues that factors which lead to positive outcomes, such as, loyalty and retention, may be

asymmetrical to factors that lead to negative outcomes, such as switching.

3.3.3 Unfavourable outcomes — Switching intention

Even though there is a tendency to focus on positive post-purchase outcomes, an
appreciation of the negative post-purchase outcomes is also important. Determining the
causes of negative behavioural outcomes could assist the service provider to change
strategies, implement service recovery programmes, improve service offerings and attract

new customers (Lindquist & Sirgy, 2006:114) but most importantly, to prevent switching.
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3.3.3.1. Switching

Switching is a negative response to dissatisfaction due to a variety of causes. Switching
means that the customer ends their relationship with their current service provider and in
all likelihood starts afresh with an alternate service provider (Huang & Hsieh, 2012:219;
Nikbin et al., 2012:313; Shin & Kim, 2008:857; Tahtinen & Halinen, 2002:174). Switching
can also be described as customer exit, defection or churn (Ahn et al., 2006; Dass & Jain,
2011; Hughes, 2008; Keramati & Ardabili, 2011; Kim & Yoon, 2004; Madden et al., 1999;
Nikbin et al., 2012; Wong, 2011). Switching has a negative impact on the organisation’s
bottom-line profitability, which is in turn damaging to the organisation’s long-term survival
prospects (Nikbin et al., 2012:313; Reicheld, 1996:57). Researchers have noted that many
Chief Executive Officers (CEOs) have little or no insight as to the causes of switching
(Nikbin et al.,, 2012:313; Reicheld, 1996:56; Scanlan & McPhail, 2000:492). For this
reason, organisations are becoming more aware of seeking a means to identify the root
causes of switching, so as to prevent the aforementioned behaviour (Nikbin et al.,
2012:313; Reicheld, 1996:56).

Various levels of switching could take place. In the case of a complete switch, the
customer’s business has been lost altogether (total defection), whereas only a portion of
the customer’s business has been lost if a partial switch takes place (partial defection)
(Huang & Hsieh, 2012:219; Kaur et al., 2012:281). East et al. (2008:97) noted that partial
defection could be the result of a change in the life-stage of the customer, necessitating a
different version of the product, possibly resulting in upgrades or downgrades of the
product, but not total defection. Antén et al. (2007b:136) suggest that factors relating to the
customer, namely switching costs, knowledge of better alternatives and customer
involvement also influence customer switching behaviour. Switching does not necessary
occur as a result of dissatisfaction, but could be involuntary (Keaveney, 1995:78). Factors
beyond the control of the customer and/or the service provider may result in involuntary
switching, for instance, either the service provider or the customer may change location, or
a change in the service provider's alliances may have a conflict of interest for the

customer.
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In an attempt to identify whether customer-related factors could determine which
customers may or may not switch, Keaveney and Parthasarathy (2001) and Ganesh et al.
(2000) classified customers as either “switchers” or “stayers”. Customers that were new to
the service provider and the service offering, that is, first-time adopters, were called
stayers, whereas the term “switchers” described customers that had switched from a
previous service provider (Ganesh et al., 2000:65; Shah & Schaefer, 2006:75). Ganesh et
al. (2000:65) further classified switchers as dissatisfied switchers and satisfied switchers.
Satisfied switchers switched for various reasons other than dissatisfaction, for example,
moving to another area, changing jobs, entering a different life-cycle phase or a change in
family circumstances (Roos & Gustafsson, 2007:94). Dissatisfied switchers may have
received a better offer from competing organisations (Roos & Gustafsson, 2007:94) or
possibly experienced one or more negative service encounters. Another classification of
switchers by Roos and Gustafsson (2007:94) considers passive and active switchers.
Passive switchers may switch when contacted by a competitor, even though they did not
plan to switch or were not searching for another service provider, whereas active switchers

actively search for a new service provider.

3.3.3.2. Switching intention

Switching intention describes the possibility that the customer may switch to another
service provider (Chuang, 2011:130) and gives organisations an indication of whether the
customer plans to remain with the organisation or defect (Zeithaml et al., 1996:33).
Switching intention differs from switching behaviour (Shah & Schaefer, 2006:76) in that
switching intention is a possible outcome behaviour and switching is the actual act of

changing to another service provider.

Organisations should be proactive in detecting switching intention (Kruger & Mostert,
2012:47; Shah & Schaefer, 2006:87). If customers have entered into a contractual
agreement with the organisation, anticipation of switching intention is easier, since the
service provider could contact the customer and enquire about their repurchase intention
when the contract is due for renewal. Services such as mobile telecommunications, that

are provided continuously, usually require the service provider and customer to enter into
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a formal relationship in the form of a contractual agreement (Bolton & Lemon, 1999:172).
Contracts imply that customers are bound to a particular service provider for a specified
amount of time. Throughout the duration of the contract, customers interact with the
service provider and may experience positive or negative service encounters. Unlike
transaction-based purchases where the customer can switch straight after a negative
service encounter, they are obliged to remain with the service provider until the contract
terminates before they can switch, regardless of whether or not they are satisfied, (Bolton
& Lemon, 1999:172).

In order to understand the result of a behaviour, considering the cause of the behaviour is
necessary (Lindquist & Sirgy, 2006:18). Therefore, should an organisation wish to know
what caused customers to switch to another service provider, the factors (antecedents)

that lead to switching should be considered.

3.4 ANTECEDENTS OF SWITCHING INTENTION

With regard to switching, factors that have a direct effect on the dependent variable,
switching intention, can be described as factors which either predispose or precipitate the
dependent variable. Predisposing factors gradually cause customers to decide to switch,
whereas precipitating factors cause a sudden decision to switch. Both predisposing and
precipitating factors pertain to either the lack of fulfilment of tasks inherent to the
relationship, or to the dyadic relationship itself. Tasks inherent to the relationship include
service encounter failures or a sudden unexpected price increase, whereas the dyadic
relationship refers to a lack of commitment and trust demonstrated by the organisation, or

negative relationship interaction experiences (Anton et al., 2007b:137).

Abundant research has been conducted in an attempt to ascertain what exactly causes
customers to switch from one service provider to another (Bansal & Taylor, 1999b; Hu &
Hwang, 2006; Keaveney, 1995; Keaveney & Parthasarathy, 2001; Madden et al., 1999;
Mittal & Lassar, 1998; Xavier & Ypsilanti, 2008; Wong, 2011). However, no consensus has
been reached regarding a set of reasons for switching nor which specific antecedents

influence switching. A wide variety of switching antecedents have been investigated.
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Table 3.1 provides a summary of switching antecedent and researchers that have

investigated those antecedents.

Table 3.1: Measurement scale sources

Antecedent Researchers

Bansal & Taylor, 1999a; Bansal & Taylor, 1999b; Eshghi et al., 2006;

Satisfaction Ganesh et al., 2000:68: Kaur et al., 2012: Shah & Shaefer, 2006

Bansal & Taylor, 1999a; Bansal & Taylor, 1999b; Eshghi et al., 2006;

Service quality Kaur et al., 2012; Shah & Shaefer, 2006

Switching costs Anton et al., 2007b; Bansal & Taylor, 1999a; Bansal & Taylor, 1999b
Pricing Keaveney, 1995

Price unfairness Antén et al., 2007b

Perceived value Bansal & Taylor, 1999a; Eshghi et al., 2006

Commitment Anton et al., 2007b; Kaur et al., 2012

Trust Kaur et al., 2012

':tl"t[rearcr:]s\tzsess Bansal & Taylor, 1999a; Keaveney, 1995

SPégﬁﬁ]r;sity for variety Bansal & Taylor, 1999a

Understandably, due to the wide variety of possible variables, no consensus has been
reached in the literature regarding switching intention antecedents or a combination of
antecedents that influence switching. Cognition should also be taken that a large number
of antecedents have a simultaneous effect (Antén et al., 2007a:514) and that antecedents
also interact with one another, which complicates the identification of specific antecedents
and combinations of antecedents. Disagreement and a lack of conclusive results is

confirmation that further investigation of switching antecedents is necessary.

Furthermore, switching intention antecedents have been investigated in a wide variety of
service industries, such as Internet service providers (Keaveney & Parthasarathy, 2001,
Madden et al., 1999), the banking industry (Bansal & Taylor, 1999b; Ganesh et al.,
2000:68; Kaur et al., 2012), fixed line telephony (Eshghi et al., 2006; Lopez et al., 2006),
motor car insurance (Anton et al., 2007b), dry cleaning and hairstyling (Bansal & Taylor,
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1999a), public transport (Chen & Chao, 2011) and education (Shah & Shaefer, 2006). In
addition, extensive research regarding switching intention, switching behaviour and churn
determinants has been conducted in the mobile telecommunications industry (Ahn et al.,
2006; Chuang, 2011; Hu & Hwang, 2006; Malhotra & Malhotra, 2013; Min & Wan, 2009;
Ranganathan et al., 2006; Shin & Kim, 2008; Shukla, 2010; Wong, 2011).

Taking into consideration all of the switching antecedents mentioned and the diverse
service industries that have served as a platform for switching studies, various switching
intention antecedents that have been researched in the mobile telecommunications
context include, but are not limited to, customer satisfaction (Chuang, 2011; Kim & Yoon,
2004; Lee et al., 2006b; Shin & Kim, 2008; Shukla, 2010), service quality (Shin & Kim,
2008; Shukla, 2010), switching costs (Ahn et al., 2006; Chuang, 2011; Hu & Hwang, 2006;
Shin & Kim, 2008) and trust (Deng et al., 2010). Factors that are unique to the mobile
telecommunications industry include network coverage and call quality (Chuang, 2011;
Kim & Yoon, 2004), call service usage level (Ahn et al., 2006) and handset usage (Ahn et
al., 2006; Kim & Yoon, 2004).

Deduced from the above discussion, a wide variety of switching intention antecedents
exist which apply to the services industry in general, and the mobile telecommunications
industry in particular. The following discussion briefly explains why certain switching
intention constructs, notably satisfaction, service quality and trust, were not considered for

the current study.

3.4.1 Satisfaction

Customer satisfaction is an important consideration for service organisations, since
satisfaction leads to profitability (Choi, Cho, Lee, Lee & Kim, 2004:914; Fornell, 1992:8;
Eshghi et al., 2006:180; Lee et al.,, 2001:37; McDougall & Levesque, 2000:395; Negi,
2009:33; Rust & Zahorik, 1993:209). Apart from profitability, satisfaction is also known to
increase loyalty, prevent switching and reduce customer price sensitivity (Kim et al.,
2004:148). Other advantages of customer satisfaction are that satisfied users have higher

usage levels than unsatisfied users, satisfied users are more likely to recommend the
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service provider, and satisfied users intend to continue to use the service provider in the
future (Deng et al., 2010:290). Ample previous research has concluded that satisfaction
has a significant negative direct relationship with switching intention (Bansal & Taylor,
1999b:212; Chuang, 2011:135; Eshghi et al., 2006:185; Gustafsson, Johnson & Ro0o0s,
2005:216; McDougall & Levesque, 2000:402; Shin & Kim, 2008:862). Thus alternate
constructs which received less attention in previous research studies, were chosen for the

current study.

3.4.2 Service quality

Similar to satisfaction, service quality is also linked to the profitability of an organisation.
Research has shown that organisations that deliver a high quality service are more
profitable and competitive (Lee, 2010:3; Shah & Shaefer, 2006:77). Debate exists as to
whether service quality should be measured as overall service quality, or whether service
qguality dimensions should be measured. Several conceptualisations for service quality
have been proposed in the literature and considerable debate exists as to the basic
service quality dimensions (Lee, 2010:3; McDougall & Levesque, 2000:393; Zins,
2001:274). The most well-known service quality conceptualisation is that of Parasuraman,
Zeithaml and Berry (1985, 1988). Parasuraman et al.’s (1988) SERVQUAL model became
the most extensively used scale to measure service quality (Choi et al., 2004:914; Gould-
Williams, 1999:102).

McDougall and Levesque (2000:394) regard overall service quality to have two sub-
dimensions, namely core quality and relational quality. Chen and Cheng (2012:809)
expanded upon McDougall and Levesque’s (2000) perspective and conceptualised service
quality in the mobile telecommunications context as a combination of two constructs,
namely core service quality (network quality, clarity of voice reproduction, no connection
break-downs, price schedules and quality of value-added services) and interactive quality
(customer care). Other researchers in mobile telecommunications have proposed that
service quality sub-dimensions should be considered, including network quality, call
quality, call drop rate, call failure rate, number of complaints, pricing structure, mobile

handset quality, value-added services, convenience in procedures, brand image and
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customer service (Ahn et al., 2006:555; Gerpott et al., 2001:258; Lee et al., 2001:39; Kim
& Yoon, 2004:758-759; Kim et al., 2004:149; Vlachos & Vrechopoulos, 2008:281; Woo &
Fock, 1999:170).

Research in the mobile telecommunications context found that call drop rates and number
of complaints significantly influenced intention to switch (Ahn et al., 2006:560). Kim and
Yoon (2004:761) showed that call quality significantly influenced switching intention, as
well as tariff levels, handsets and brand image. Gerpott et al. (2001:262) determined that
assessment of price and network quality significantly influenced switching intention,
whereas Bolton (1998:58) found that dissatisfaction experienced with billing transactions
or service equipment, resulted in switching. Since much attention has been paid to the
service quality construct in marketing literature (Cronin et al., 2000:193), thus for the
purpose of the current study, constructs that have not yet been researched as extensively

were investigated.

3.4.3 Trust

There is no doubt that trust and commitment are central concepts in relationship marketing
(Ballantyne et al.,, 2003:160; Moller & Halinen, 2000:41; Morgan & Hunt, 1994:34).
Relationship marketing and social exchange theory consider trust to be an essential
business ingredient (Luo, 2002:111). Several research studies have shown that trust leads
to customer retention (Aydin & Ozer, 2005:151; Aydin et al., 2005:97; Deng et al.,
2010:295; Jahanzeb, Fatima & Khan, 2011:13; Liu et al., 2011:75). Studies have found
trust to be the most important customer loyalty predictor (Pan et al., 2012:156).
Fundamentally trust almost certainly leads to loyalty, the likelihood exists that a lack of
trust will lead to switching, since switching is the opposite of loyalty (Wieringa & Verhoef,
2007:175). Thus, although the influence of trust on switching intention in the context of
mobile telecommunications is yet to be explored, the current study presupposes that trust

is important and therefore explores other variables for which less certainty exist.
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3.4.4 Antecedents to be investigated

Considering the aforementioned, satisfaction, service quality and trust were omitted from
the current research and the focus shifted instead to investigate relational switching costs,
perceived value and alternative attractiveness in the current study. Bansal et al.
(2005:108) found that variables traditionally thought to have a significant effect on
switching intention, namely, satisfaction, quality and trust, in fact had the weakest effect on
switching intention and therefore suggested that further investigation of more significant
variables such as switching costs and alternative attractiveness was necessary. In their
1999 study, Bansal and Taylor (1999a:77) found that alternative attractiveness, switching
costs and perceived value were significant predictors of switching intention in dry cleaning
services, hair styling services and long distance telephone services, all of which are
services-related industries. Thus the possibility exists that the same three precursors could
be significant in the mobile telecommunications industry and further investigation was
pursued in the current study. In addition, Bansal and Taylor (1999b:215) encourage testing
a variety of service settings to more deeply understand the customer switching
phenomenon. Furthermore, Bansal and Taylor (1999b:215) suggest that ‘relationship with
the service provider and ‘alternative attractiveness’ are variables that require future
exploration. Moreover, Lu, Tu and Jen (2011:1085) also suggest that perceived value,
alternative attractiveness and switching costs are important to deter switching. Whitten and
Wakefield (2006:220) are of the opinion that there is a lack of information in the literature
regarding relational switching costs, specifically in the context of contractual service
relationships. In their 2007 study, Wieringa & Verhoef (2007:182) found that switching

costs and alternative attractiveness were significant determinants of switching intention.

Thus the antecedents chosen for the research were relational switching costs, perceived
value and alternative attractiveness. Each antecedent is discussed in the paragraphs to

follow, commencing with switching costs.
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3.4.5 Switching costs

Due to the pertinence of switching costs in relationship marketing, the literature has
focussed considerable attention on the topic (De Matos, Henrique & de Rosa, 2009:518;
Whitten & Wakefield, 2006:220). Switching costs have also been investigated in several
studies in the telecommunications industry (Nakamura, 2010:737). The central role of
switching costs in customer retention has been proven, particularly in service industries
(Burnham et al., 2003:110; Jones, Mothersbhaugh & Beatty, 2002:441; Polo & Sesé,
2009:119). Should switching costs be an important consideration for retention strategies,
by inference, switching costs should also be considered when investigating customer
switching behaviour. As previously mentioned, switching is considered to be not only the
opposite behavioural outcome of loyalty, but also of retention (Antén et al., 2007b:137;
Bansal & Taylor, 1999b:200; Shukla, 2010:472; Wieringa & Verhoef, 2007:175).

Switching costs act as barriers that deter customers from switching to an alternative
service provider (Aydin & Ozer, 2005:142; Biischken, 2004:5; Chuang, 2011:133; Deng et
al., 2010:292; Edward et al., 2010:155; Fornell, 1992:10; Jones, Mothersbaugh & Beatty,
2000:261; Klemperer 1987a:138; Lee et al., 2001:36; Liu et al., 2011:72; Patterson,
2004:1305; Shin & Kim, 2008:858; Yang & Peterson, 2004:805). Switching costs are
defined as the degree to which a customer perceives being locked in to a relationship due
to additional costs (whether economic, social or psychological) which will be incurred,
should the customer wish to leave the current service provider to pursue a relationship
with an alternative service provider (Patterson & Smith, 2003:108; Vasudevan et al.,
2006:346; Wang, 2009:1233). The magnitude of the barrier will determine the strength of
the intention to switch (Shin & Kim, 2008:857). In other words, the strength of the impact
that switching costs have on the customer will determine whether or not a switch will take
place. Thus, as the level of difficulty to switch increases, the switching costs increase and
the propensity to switch decreases (Burnham et al., 2003:110; Heide & Weiss, 1995:33;
Shi et al., 2006:27). In contrast, switching is much easier when switching costs are low.

Switching costs also indicate how important maintaining the service provider-customer

relationship is to the customer, that is, how dependent the customer is on that specific
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service provider (Wang & Wu, 2012:63). A customer who is bound to a service provider
due to high switching costs will remain with the service provider despite low levels of
guality and satisfaction (Bansal et al., 2005:110; Sharma & Patterson, 2000:474). Previous
studies found that customers will not switch, even though they are not satisfied, if the
switching costs are too high (Vasudevan et al., 2006:343). However, customers more
readily switched if the service quality was poor, regardless of the switching costs (Keramati
& Ardabili, 2011:349).

De Ruyter, Wetzels and Bloemer (1998:439) noted that the switching costs of physical
goods are lower than switching costs for intangible service providers. Since services are
intangible and customers cannot evaluate the service prior to purchase, customers face
high risk should they switch from one service provider to another (Sharma & Patterson,
2000:474). MNOs offer a service that is partly tangible (the mobile handset received when
the contract is signed) and partly intangible (network coverage), thus there is a risk
involved in switching to a new MNO. In addition, services are often customised and
personalised (Jones et al., 2000:261), therefore switching to a new service provider would
mean that both the customer and service provider would have to re-customise and re-
personalise the service. The uncertainty experienced by the customer not knowing
whether the new service provider would succeed in personalising and customising the
service to the same degree as the previous service provider may prevent consumers from

switching.

Research has shown that repurchase intention is significantly influenced by switching
costs (Burnham et al., 2003:110; Vasudevan et al., 2006:346; Whitten & Wakefield,
2006:220). According to Klemperer’'s (1987a) two-period switching cost model, the original
purchase (first period sale) will determine the aftermarket (second period) switching costs
(Shin, 2007:2; Shin & Kim, 2008:857). In other words, the magnitude of the switching costs
accumulated after the original purchase will determine the likelihood that the customer will
switch or stay with the service provider when the repurchase decision is made. Thus, if

high second period switching costs exist, switching intention will decrease.
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Many different conceptualisations have been developed for switching costs, as can be
deduced from the wide variety of variables that have been used to describe the switching
cost construct (Edward & Sahadev, 2011:329). Although some authors have suggested
that the variables are exclusively economic in nature, others contend that switching costs
are a complicated matter, and consist of a wide variety of factors (Sharma & Patterson,
2000:474). Besides the most common switching cost — financial loss — other forms of
switching costs include social, psychological, performance-related, safety-related or time
costs (Dick & Basu, 1994:105; Fornell, 1992:10; Kim et al., 2004:149; Shin, 2007:2). Antén
et al. (2007b:141) include emotional costs, cognitive effort and a number of risks, while
other researchers include uncertainty costs, learning costs, search costs and transaction
costs (Burnham et al., 2003:111; Klemperer, 1995:517; Liu et al.,, 2011:72). Some
researchers consider the customer’s relationship with the service provider and the
customer’'s emotions to be a switching cost. For example, Sharma (2003:255) includes
stress, relationship investment and loss of confidentiality as switching costs. Additionally, a
loss of benefits or loyal customer discounts and the loss of established habits and
relationships are also considered as forms of switching costs (Liu et al., 2011:72).

Recent conceptualisations differentiate between positive and negative switching costs
(Jones et al., 2007:337) or loss and gain costs (Seo et al., 2008:185). Negative switching
costs or losses result from negative sources of constraint, such as procedural switching
costs, while positive switching costs (gains) are associated with loss of social bonds or
other benefits, which are considered positive sources of constraint (Jones et al., 2007:337;
Seo et al., 2008:185).

Due to the wide variety of switching cost variables, researchers presently recognise
switching costs as a multidimensional construct which has both monetary and non-
monetary components (Han et al., 2011:621). Jones et al. (2002) were the first to
conceptualise switching costs as a multidimensional construct (Woisetschlager, Lentz &
Evanshitzky, 2011:801), closely followed by Burnham et al. (2003). Even though
researchers are in agreement regarding the complexity of the switching cost construct, no

consensus has been reached as to which switching costs facilitate or inhibit switching, nor
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the definition and components of switching costs (Hu & Hwang, 2006:77; Huang & Hsieh,
2012:219).

3.4.5.1 Switching cost typologies

Disagreement regarding the aforementioned is reflected in the numerous switching cost
models that have been developed which have similar components, but no two are the
same (Hu & Hwang, 2006:77). A few of the most cited models include those developed by
Porter (1980), Jackson (1985), Guiltinan (1989), Klemperer (1995), Jones et al. (2002) and
Burnham et al. (2003) (De Ruyter et al., 1998:439; Edward et al., 2010:155; Edward &
Sahadev, 2011:329; Huang & Hsieh, 2012:219; Patterson, 2004:1305; Patterson & Smith,
2003:108). Possibly the most widely used switching cost typology is that of Burnham et al.
(2003), who grouped switching costs into procedural, financial and relational switching
costs. Due the extensive use of the Burnham et al.‘s (2003) typology, a brief explanation of

the three switching cost categories follows.

I) Procedural switching costs

The lost time and extra effort associated with switching from one service provider to
another are categorised as procedural switching costs (Babin & Harris, 2013:308;
Burnham et al., 2003:112; Chuang, 2011:133; Jones et al., 2007:336). Procedural
switching costs include search or evaluation costs (Burnham et al., 2003:111), which
include, “the effort, inconvenience and money involved in searching for an acceptable,
alternative service provider” (Patterson, 2004:1306). Learning costs and setup costs are
also regarded as procedural switching costs (Burnham et al., 2003:111). Initiating the
relationship with the service provider often requires time and effort (setup costs) and often
the customer has to learn skills and processes which are service provider-specific

(learning costs).

Chuang (2011:135) and Hu and Hwang (2006:83) found a significant negative relationship
between procedural switching costs and switching intention. However, even though
customers with procedural switching costs remain with the service provider, often the

relationship is forced and customers have no other alternative but to remain with the
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service provider. Jones et al. (2007:350) suggest that service organisations should be
prudent when implementing retention strategies using procedural switching costs.
Negative word-of-mouth and negative emotions are likely outcomes of negative sources of

constraint, arising from procedural switching costs.

II) Financial switching costs

Financial switching costs involve the loss of financial resources when switching from one
service provider to another (Burnham et al., 2003:112; Chuang, 2011:133) and include
early termination fees and loss of discounts and benefits (Chuang, 2011:131; Jones et al.,
2007:337). Patterson (2004:1306) suggests that the loss of special privileges could
increase switching costs, since regular customers are often given special prices or are

accommodated at short notice.

The literature indicates that high financial switching costs decrease switching intention, as
predicted by economic theory (Burnham et al., 2003). Chuang’s (2011:135) findings that
financial switching costs have a significant negative relationship with switching intention
are thus widely supported. However, Hu and Hwang (2006:79) propose that the more
similar the prices are between competing service providers in an industry, the less
significant the effect of financial switching costs will be on switching intention. Their (Hu &
Hwang, 2006:83) viewpoint is reflected in their findings which indicated no significant
relationship between financial switching costs and switching intention. Hu and Hwang's
(2006:83) finding is relevant to the mobile telecommunications industry in South Africa,
since this industry is an oligopoly (Lamb et al., 2010:120) and competing MNOs have very
similar pricing strategies which nullify one another due to their similarity. Competitors
frequently introduce incentives to enable customers to overcome switching costs and
thereby facilitate switching (Nikbin et al., 2012:319; Yang & Peterson, 2004:806).
Nonetheless, Shin (2007:3) observed that, should the current service provider's price
increase be more than the cost of switching to another service provider, some customers

are likely to switch.

Unlike financial incentives, emotional ties between the customer and service provider are

not easily replicated (Hu & Hwang, 2006:80). As a result, relationships are thought to be a
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greater switching barrier than financial switching costs. Babin and Harris (2013:309)
mention that even though procedural and financial costs may prevent switching, research
has shown that relational barriers are more difficult for competitors to copy and are
therefore the most resistant to competitor’s influence. Therefore the need exists to create a

relational switching cost that cannot easily be duplicated.

[Il) Relational switching costs

Relational switching costs are mostly present in service-based organisations (Vasudevan
et al., 2006:343). Relational switching costs refer to the customer suffering emotional or
psychological discomfort, brand relationship loss and/or loss of social bonds, following the
termination of the service provider relationship (Antén et al., 2007b:141; Babin & Harris,
2013:309; Burnham et al., 2003:112; Chuang, 2011:131; Edward & Sahadev, 2011:330;
Hu & Hwang, 2006:80; Jones et al., 2007:337; Steyn, Mostert & De Jager, 2008:145;
Vasudevan et al., 2006:343). Close personal relationships and social bonds are built after
the service provider and the customer have interacted on several occasions (Kruger &
Mostert, 2012:43; Polo & Sesé, 2009:120). Repeated interactions can strengthen bonds
and lead to long-term relationships. The development of a strong relationship with the
customer has been suggested as a strategy to prevent switching (Shah & Schaefer,
2006:76).

If a customer is recognised by service personnel and treated as more than “just another
customer”, the bond with the service provider strengthens (Kruger & Mostert, 2012:43;
Patterson, “A” & Smith, 2001:6; Vasudevan et al., 2006:346). Due to these social bonds,
psychological and social costs would be high if the interpersonal relationship were to be
terminated (Patterson, 2004:1306). Once social bonds are established, the relationship
becomes a high switching barrier and decreases the customer’s desire to exit the
relationship (Colgate & Lang, 2001:333; Patterson et al., 2001:7; Kruger & Mostert,
2012:43; Vasudevan et al., 2006:343). Since ending such a relationship may cause stress,
switching costs are increased, thereby decreasing switching intention. As a result, Shah
and Schaefer (2006:87) encourage organisations to build strong interpersonal
relationships between service employees and customers, which act as a barrier to

switching.

-78 -

© University of Pretoria



Faculty of Economic and
Management Sciences

Customers also seek relationships that provide value and convenience (Gwinner, Gremler
& Bitner, 1998:102). Therefore, the more benefits gained from the relationship between the
customer and the service provider (Woisetschlager et al., 2011:800), the more difficult

relationship termination becomes, resulting in high relational switching costs.

Even though switching costs in mobile telecommunications have been well-researched
(Ahn et al., 2006; Aydin et al., 2005; Edward & Sahadev, 2011; Keramati & Ardabili; 2011;
Lee et al., 2001; Maicas, Polo & Sesé, 2009b; Shin & Kim, 2008), few researchers have
investigated individual switching cost components. Researchers that indeed investigated
all three individual switching cost components in the same study are Chuang (2011) in the
mobile telecommunications context and Hu and Hwang (2006) in terms of
e-book readers. Whitten and Wakefield (2006:220) and Maicas et al. (2009b:553)
encourage the investigation of the categories separately to gain insight regarding the

impact of each switching cost component.

Therefore, using a similar approach to Vasudevan et al.’s (2006:342) study, only the
relational switching costs sub-category of Burnham et al.'s (2003) switching cost
classification is investigated in the current study. The reason being that the current study
follows a relationship marketing approach and thus investigates switching intention from a
relationship marketing perspective. A study by Hu and Hwang (2006) suggested that the
relational switching costs scale has two dimensions. However, for the purpose of this
study, the relational switching costs scale was treated as unidimensional, which is in line
with the study conducted by Vasudevan et al. (2006).

Adequate research has been conducted concerning the relationship between switching
costs and loyalty (Aydin & Ozer, 2005; Aydin et al., 2005; Deng et al., 2010;
Lee et al., 2001; Liu et al., 2011; Min & Wan, 2009; Wang & Wu, 2012; Woisetschlager et
al., 2010). Surprisingly, fewer studies have examined the relationship between switching
costs and switching intention. One study that investigated the direct relationship between
switching costs and switching intention found that switching costs significantly influence
switching intention (Kaur et al., 2012:291).
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Regarding research that considered individual switching cost categories, Chuang
(2011:135) found that relational switching costs did not have a significant influence on
switching intention. However, Burnham et al. (2003:118) and Hu and Hwang (2006:83)
found a highly significant negative relationship between relational switching costs and

switching intention. From these findings, the following hypotheses are proposed:

Hia: There is a negative relationship between relational switching costs and switching
intention.
Hip: There is a negative relationship between relational switching costs and switching

behaviour.

Apart from considering the development of relationships with customers, organisations
also need to ensure that the service offering is of value to the customer, in order to
maintain a meaningful and sustainable relationship. As Bagozzi (1975:36) mentioned, in
marketing, exchange can be regarded as a mixed exchange, since both relational and
economic exchange take place during service encounters. This, situation raises the issue
of the importance of the customers’ perception of the value that is derived from the

exchange relationship.

3.4.6 Perceived value

For organisations to remain competitive, understanding the value that customers derive
from an exchange has become important (Sweeney & Soutar, 2001:204). During the
exchange transaction, both the buyer and the seller must receive something of value,
otherwise the exchange may not take place (Lamb et al., 2010:10; Lovelock, 1996:460).
To deliver value, organisations have to identify the benefits that customers seek and
determine the costs that customers are willing to incur to obtain the benefits (Lovelock,
1996:461; Pride & Ferrell, 2010:16). Thus value is often described as the trade-off
between benefits received and sacrifices made (Bansal & Taylor, 1999a:76; Bolton &
Drew, 1991:376; Choi et al., 2004:915; Edward et al.,, 2010:154; Gould-Williams,
1999:103; McDougall & Levesque, 2000:394; Patterson & Spreng, 1997:416; Turel et al.,
2007:65; Yang & Peterson, 2004:803).
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Benefits, also known as ‘get’ components (Zeithaml, 1988:14), are “anything a buyer
receives in an exchange” (Pride & Ferrell, 2010:15). These benefits could either be
tangible or functional purchase outcomes, such as volume or quality, or intangible
psychosocial outcomes, such as convenience received and prestige (Choi et al.,
2004:915; Edward et al., 2010:155; Kardes et al., 2011:279; Kotler & Keller, 2006:25;
Zeithaml, 1988:14). On the contrary, sacrifices are “anything a buyer must give up to
obtain the benefits the product provides” (Pride & Ferrell, 2010:16). Zeitham| (1988:14)
describes sacrifices as ‘give’ components. Sacrifices can be tangible monetary costs, or
intangible non-monetary costs (Choi et al., 2004:915; Kotler & Kelller, 2006:25; Yang &
Peterson, 2004:802). The actual monetary price paid for the service offering is a tangible
monetary cost (Horovitz, 2000:26; Kotler & Kelller, 2006:25). However, a wide variety of
intangible costs exist, such as the customer’s time, mental effort, physical stress
experienced and risk involved in finding and purchasing the desired service offering (Choi
et al., 2004:915; Kotler & Keller, 2006:25; Pride & Ferrell, 2010:16; Yang & Peterson,
2004:802; Zeithaml, 1988:14). The stress and effort of understanding a purchase contract

is another form of non-monetary sacrifice (Horovitz, 2000:26).

3.4.6.1 The relationship between perceived value, perceived price and quality

The trade-off between benefits received and sacrifices made has also been described as
the ratio between quality and price (Sweeney & Soutar, 2001:204). Zeithaml (1988:10)
describes price as a ‘give’ component (sacrifice), and quality as a ‘get’ component
(benefit). The literature has suggested that a relationship exists between perceived price,
perceived quality and perceived value (Chang & Wildt, 1994:17; Zeithaml, 1988:3).

Customers often use price as a quality indicator (Lamb et al., 2010:423), especially when
the purchase decision involves high levels of risk and uncertainty, lacks tangible cues
(Zeithaml, 1988:10), or when little alternative information is available (Erickson &
Johansson, 1985:196). Since services are inherently intangible and offer few tangible cues
to indicate high quality, customer attention to price is greater for services than goods,
which causes customers to rely on extrinsic cues when making purchase decisions
(Gould-Williams, 1999:99; Zeithaml, 1988:11). A high price indicates high quality and a low
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price often indicates value-for-money. Therefore, price acts as a quality indicator and
influences quality perceptions (Chang & Wildt, 1994:18; Zeithaml, 1988:10).

3.4.6.2 Customer value perceptions

The literature has suggested that price and quality are important contributors to the
formation of customer value perceptions (Chang & Wildt, 1994:17). Unlike economics,
which defines value from a utility theory perspective, marketing literature defines value
from a customer perspective (Patterson & Spreng, 1997:416). Thus, perceived value
instead of utility value is more appropriate in marketing. The customer perspective
viewpoint is reflected in Zeithaml’'s (1988:14) definition of perceived value, aptly described
as “...the consumer’s overall assessment of the utility of a product [or service] based on

perceptions of what is received [benefits] and what is given [sacrifices]’.

Perceived value is considered to be very personal, idiosyncratic and subjective (Bolton &
Drew, 1991:383; Edward et al., 2010:155; Lovelock, 1996:461; Pride & Ferrell, 2010:15;
Zeithaml, 1988:13). Since customer perceptions differ regarding the comparison of
sacrifices and benefits (Gould-Williams, 1999:103; Yang & Peterson, 2004:803), what may
be valuable to one customer, may not be valuable to another (Kardes et al., 2011:280).
Customers determine whether or not a service offering delivers value according to
expectations and previous experience, the customer’s frame of reference, monetary and
non-monetary costs, customer tastes and characteristics, and the purchase context
(Bolton & Drew, 1991:377; Chang & Wildt, 1994:18; Patterson & Spreng, 1997:416; Pride
& Ferrell, 2010:16; Zeithaml, 1988:13). On certain occasions customers may regard the
lowest price, speed of delivery or convenience as valuable (Pride & Ferrell, 2010:16-17),
whereas in other situations, high volumes, high quality or a limited time and effort to obtain
the product may be valuable (Gould-Williams, 1999:103). Service providers should
therefore offer flexible services to satisfy different customer tastes, needs and
expectations (Bolton & Drew, 1991:383-384; Pride & Ferrell, 2010:17).

Customers may be willing to make trade-offs, for example, pay a higher price to obtain
more benefits (Lovelock, 1996:461). The greater the difference between the benefits
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derived and the costs incurred, the higher the perceived value (Horovitz, 2000:19;
Lovelock, 1996:363). In other words, perceived value increases when the benefits
received are high and the costs incurred are low. Research has shown that high perceived
value leads to a willingness to buy (Dodds, Monroe & Grewal, 1991:315). Customers are
willing to pay for a service when the benefits of the exchange exceed the sacrifices and if
the service offering has superior value when compared to alternative service providers
(Dodds et al., 1991:308). If customers are of the opinion that the ratio of their benefit to
sacrifice is comparable to the service provider's benefit-sacrifice ratio, the customer will
feel that they have been treated equitably (Yang & Peterson, 2004:803) and will most likely

continue the relationship.

3.4.6.3 Changing customer value perceptions

Perceived value may be increased by either lowering the monetary price of the service
offering and maintaining the benefits offered, or adding new benefits while maintaining or
decreasing costs associated with the service offering (Lovelock, 1996:461). A service
provider can offer better value if unique benefits are offered, or if the service offering’s
benefits exceed those of the competitor, and the sacrifice is the same or less than that of
competing service providers (Horovitz, 2000:20; Kardes et al., 2011:46). Conversely, if the
service offering is not very different from the competitors’, value is perceived as low
(Kardes et al., 2011:46). Superior value is offered when benefits are significantly better
than those offered by competitors, while being offered at the same cost of competitors
(Horovitz, 2000:20). Superior value enables the organisation to create a competitive
advantage and may lead to increased profits (Choi et al., 2004:915; Walters & Lancaster,
1999:698). Customers will remain with the service provider as long as they perceive that
they are receiving superior value (Wang & Wu, 2012:59). Thus, providing superior value
increases customer exit barriers (switching costs) (Wang & Wu, 2012:60) and is essential
for the successful development of sustainable long-term relationships (Steyn et al.,
2008:140).

Customer value judgements change over time (Wang & Wu, 2012:60), thus what
customers consider to be valuable at present, may change in the future. Also, due to
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abundant competition in the marketplace, competitors continuously try to improve their
value proposition to encourage customers to switch (Kardes et al., 2011:48; Kotler &
Keller, 2006:143). Since value changes constantly, organisations need to re-evaluate their
value proposition regularly to ensure that the latest customer needs and wants are
satisfied (Kotler & Keller, 2006:41). By monitoring customers, organisations are able to
detect when customer needs and wants change, thereby enabling the organisation to
speedily respond by adjusting the value proposition accordingly (Kotler & Keller, 2006:41).

3.4.6.4 Conceptualisation of perceived value

Even though the price/quality trade-off approach has been widely used to describe
perceived value, Sweeney and Soutar (2001:204) caution that only incorporating price and
quality is an overly simplistic view, since customers play a large role in determining
perceived value. Patterson and Spreng (1997:416) are of the opinion that the functional
approach to measuring perceived value, that is, considering value in terms of price and
performance quality, is applicable in an industrial and business-to-business (B2B) context.
However, they (Patterson & Spreng, 1997:424) suggest that social and emotional
components are more relevant to customer purchases. Accordingly, researchers have
included emotional, social and performance dimensions over and above monetary value,
in an attempt to measure perceived value more accurately (Pihlstrom & Brush, 2008:734;
Sweeney & Soutar, 2001:211; Turel et al., 2007:64). Unfortunately, the wide variety of
customer-based value definitions contributes to the complexity of measuring perceived
value (Gould-Williams, 1999:103).

Due to the difficulty in defining the perceived value construct, marketing literature has
mostly measured the effect of overall perceived value on various behavioural constructs
using a single-item scale (Bolton & Drew, 1991:382; Gould-Williams, 1999:107-108;
McDougall & Levesque, 2000:397; Patterson & Spreng, 1997:424; Pihlstrom & Brush,
2008:733). Other researchers have proposed that perceived value is a multidimensional
construct. In some studies, multi-item scales were used, which emphasised questions
regarding price perceptions (Wang & Wu, 2012:60). Sheth, Newman and Gross (1991)

devised five consumption value dimensions, namely, functional, emotional, social,
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epistemic and conditional value (Pihistrétm & Brush, 2008:734; Sweeney & Soutar,
2001:205). Building upon Sheth et al.’s (1991) research, Sweeney and Soutar (2001)
developed the PERVAL model and simplified the perceived value construct into four
dimensions, namely, ‘performance/quality’ functional value, ‘value-for-money’ functional
value, emotional value and social value (Turel et al., 2007:65). Researchers such as
Pihlstrom and Brush (2008) and Turel et al. (2007) recognised Sweeney and Soutar’s
(2001) broader view of perceived value and used multiple dimensions to measure the
perceived value construct. Cognisance was taken of the multidimensionality of the
perceived value construct. However, for the purposes of the current study, a similar
approach to Wang and Wu (2012) was followed in that a single multi-item scale which
concentrated on monetary perceived value was used. Thus, perceived value is treated as

a unidimensional construct in the study.

Perceived value is widely regarded as an antecedent for customer satisfaction (Soureli,
Lewis & Karantinou, 2008:10; Wang & Wu, 2012:60) and has been shown to have a
strong, significant impact on satisfaction (Patterson & Spreng, 1997:427). Perceived value
is also positively correlated to loyalty, repurchase intention and behavioural intention
(Chang & Wildt, 1994:23; Chen & Cheng, 2012:815; Choi et al.,, 2004:918; Johnson,
Hermann & Huber, 2006:129; Kuo et al., 2009:893; Pan et al., 2012:155; Vlachos &
Vrechopoulos, 2008:286; Wang & Wu, 2012:66; Yang & Peterson, 2004:812). Chen and
Cheng (2012:815) consider the role that perceived value plays in forming customer loyalty
so important that the suggestion was put forward that perceived value should always be
included in customer loyalty models.

Much less research, however, has investigated the relationship between perceived value
and switching intention. As expected, Turel et al. (2007:69) found that, as perceived value
increased, the propensity to switch decreased. Similarly, Bansal and Taylor (1999a:78)
found a significant negative relationship between perceived value and switching intention.
On the other hand, Shukla (2010:477) found that perceived value has a positive, but weak
effect on customer switching. Due to inconsistent results, further investigation into the

effect of perceived value on switching intention is needed. Based on the aforementioned
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discussion, the findings of Turel et al. (2007:69) and Bansal and Taylor (1999a:78) were

considered during hypothesis formulation. Thus it was hypothesised that:

H.a: There is a negative relationship between perceived value and switching intention.

Ha.p: There is a negative relationship between perceived value and switching behaviour.

Even though customers may receive value-for-money from the present service provider,
competition in the mobile telecommunications industry is intense and many competitors
exist in this saturated industry. Consequently, competitors often attempt to influence
customers to switch by offering enticing deals. Therefore, an important consideration in the
mobile telecommunications industry is alternative attractiveness, which is discussed below

as yet another antecedent of switching intention.

3.4.7 Alternative attractiveness

It appears that customers are much more demanding today than in the past. Many
customers have become intolerant of inconsistent or mediocre service (Anton et al.,
2007h:136). Thanks to easy access of abundant information, customers are able to make
more informed decisions regarding the products they choose to purchase (Anton et al.,
2007a:512; Baron et al., 2010:94; Eshghi et al., 2006:179) and the service providers from
which they purchase. Due to a wide variety of choices, customers can change to an
alternative service provider should they feel that the current service provider does not offer
what they desire. Taking into consideration that relationship marketing strategies strive
toward customer retention (Anton et al., 2007a:512), preventing customers from switching
is imperative. As such, alternative attractiveness is important to understand switching
intention (Bansal & Taylor, 1999a:78). Considering the attractiveness of alternative service
providers and their service offerings will allow the organisation to adapt to competitive

requirements and adjust strategies accordingly.

Alternative attractiveness can be described as “a force that pulls subscribers toward
competitors” (Chuang, 2011:135) or “the client’s estimate of the likely satisfaction available
in an alternative relationship” (Sharma & Patterson, 2000:475). Meaning that, should a
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customer believe that the service offering of a competing service provider is more
desirable than that of the current service provider, the customer will consider switching to
the competitor (Chuang, 2011:133; Jones et al., 2000:262).

The degree of attractiveness of alternative service providers is the result of a variety of
factors. Alternative attractiveness may be due to better service, a fuller range of services,
lower charges, the potential of higher financial returns, or proximity to the customer
(Sharma & Patterson, 2000:475). Keaveney (1995:77) posits that customers are attracted
to competitors if a more personal service is provided and if a more reliable or higher quality
service is provided. A better reputation and/or image, more value-added services and
more attractive marketing by the alternative service provider are also factors which

influence alternative attractiveness (Chuang, 2011:131-132).

The mere availability of an alternative service provider is reason enough for customers to
switch. Convenience at a specific point in time (Dowling & Uncles, 1997:74) or variety-
seeking may trigger the desire to switch (Anton et al., 2007b:142; Bansal et al., 2005:108;
Dowling & Uncles, 1997:74). In contrast, customers may choose to switch to a better
service provider, instead of switching from an unsatisfactory service provider (Keaveney,
1995:77). Even if customers are satisfied with the current service provider, they may
desire better services and are prepared to pay higher prices for a better service (Chuang,
2011:131; Keaveney, 1995:77).

In contrast, customers may continue with their current service provider due to a lack of
superior competition (Colgate & Lang, 2001:334). That is, even though customers are not
satisfied with the current service provider, if no better alternatives exist, the customer will
not consider switching. Sometimes customers have the perception that no alternatives are
available, either due to the structure of the industry, due to a limited number of service
providers in the industry, or due to a lack of knowledge of the variety that exists (Colgate &
Lang, 2001:334; Jones et al., 2000:263; Theron, Terblanche & Boshoff, 2008:1000; Wang,
2009:1234). Organisations should take cognisance of the fact that repeat purchases are
not necessarily an indication of customer loyalty. Instead, the repeat purchase could be

due to the customers’ perception that no differences exist between available alternatives
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(Colgate & Lang, 2001:334). Conversely, research has indicated that switching intention is
increased in individuals that have more knowledge about alternative service offerings or
service providers (Antén et al., 2007b:148; Bansal et al., 2005:108).

Due to intense competition prevalent in the telecommunications industry, organisations
often offer attractive deals to competitor's existing customers to encourage switching
(Malhotra & Malhotra, 2013:14). However, even if more attractive alternatives are
available, if a customer feels ‘tied’ to a service provider, switching is unlikely (Bansal et al.,
2005:110). Nonetheless, research has shown that if the strength of the attractiveness of
the alternative is greater than the cost of switching, the possibility of switching increases
(Min & Wan, 2009:117). In other words, should the alternatives seem much more
attractive, the lock-in effect of switching costs will decrease, and thereby increase
switching propensity (Bansal, Irving & Taylor, 2004:238). As a result, even though MNOs
build in switching costs to retain customers, competing MNOs attempt to offer attractive
alternatives to nullify the switching costs, making it easier for the customer to switch (Min &
Wan, 2009:110; Polo & Sesé, 2009:122). Especially in situations where the competitor’s
price is lower than the current service provider’s price, the likelihood of switching is high
(Polo & Sesé, 2009:128).

3.4.7.1 Conceptualisation of alternative attractiveness

Conceptualisations of the alternative attractiveness construct vary between researchers.
Kim et al. (2004:149) suggest that alternative attractiveness consists of reputation, image
and overall service quality of the service provider. Similarly, Min and Wan (2009:112)
measured alternative attractiveness using image, price and service quality attractiveness.
Chuang (2011:133) used a different approach and explored the competing service
provider’s service offering, products and promotion to determine alternative attractiveness.
Wu (2011:313) suggests four dimensions, namely: the number of available alternatives,
the degree of differences between the alternatives, the difficulty in understanding the
alternatives and the degree of difficulty in comparing the alternatives.
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Authors in the mobile telecommunications industry seem to agree that the image of the
competing service provider is an important aspect of alternative attractiveness (Chuang,
2011:131, Kim et al., 2004:149, Min & Wan, 2009:110). Gerpott et al. (2001:265) found
that, if customers have a more positive image of the MNOs competitors, the lower the
customer’s loyalty, which by implication would mean that switching propensity increases

when the image of the competitors is more positive than the image of the current MNO.

Bansal and Taylor (1999a:77) found that alternative attractiveness is a significant predictor
of switching intention. Bansal et al. (2005:105) found that the higher the attractiveness of
an alternative service provider, the greater customers’ switching intention. Similarly,
Chuang (2011:135) found that alternative attractiveness has a significant positive influence
on customer switching intention, confirming that if competing alternatives have greater
attractiveness, switching intention will increase. Thus, the following hypotheses are

proposed:

Hsa: There is a positive relationship between alternative attractiveness and switching
intention.
Hsp: There is a positive relationship between alternative attractiveness and switching

behaviour.

Considering the conceptualisation of each construct and the hypotheses that were stated
in the above section, the ensuing section explores the conceptual switching intention
model which comprises the aforementioned constructs, and also investigates the

interrelationships between the antecedents.

3.5 TOWARD A MODEL OF SWITCHING INTENTION

Researchers have commented that, to date, the purpose of most switching intention
studies has been to identify specific variables that directly influence switching intention
(Ahn et al., 2006:553; Bansal et al., 2005:103; Keramati & Ardabili, 2011:346). For
example, Keaveney’'s (1995) model proposed eight main causal variables that directly

influence customer switching behaviour in the service industry. However, research has
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neglected the examination of comprehensive models that encompass relationships
between constructs (Ahn et al., 2006:553; Bansal et al., 2005:103; Keramati & Ardabili,
2011:346). Nonetheless, some attempts to develop switching models have been made
after Keaveney’s (1995:81) call for further investigation. For instance, Bansal & Taylor
(1999b) proposed the service provider switching model (SPSM) and later Bansal et al.
(2005) proposed the Push, Pull, Moorings (PPM) migration model of service switching.
Since researchers have been encouraged to gain an understanding of constructs, their
interrelationships and their consequences so as to build better conceptual models and
assist industry practitioners (Fullerton & Taylor, 2002:124), the development of a switching

intention model was pursued in this study.

As discussed in the preceding section, previous research found a direct relationship
between switching intention and the three predictors discussed, namely, relational
switching costs (Burnham et al., 2003:117; Hu & Hwang, 2006:83), perceived value
(Bansal and Taylor, 1999a:77) and alternative attractiveness (Bansal & Taylor, 1999a:77).
In a model, a distinction is necessary between the antecedent and the dependent variable,
in order to show which variable has an influence on the other (Baron & Kenny, 1986:1178;
Holmbeck, 1997:602). Thus a brief digression is necessary to clarify certain terms to be
used in the ensuing paragraphs.

Many alternate terms are used to describe a single variable. For instance, an alternative
term commonly used for the dependent variable is the criterion variable or outcome
variable (Baron & Kenny, 1986:1174; Holmbeck, 1997:600; Hopwood, 2007:263).
Similarly, various terms are used to describe the independent variable, for instance:
predictor variable, antecedent or explanatory variable (Baron & Kenny, 1986:1173;
Holmbeck, 1997:599; Patterson, 2004:1307). For the purpose of this study, the terms
‘antecedent’ and ‘dependent variable’ are adopted. The dependent variable is switching
intention, and the antecedents are relational switching costs, perceived value and
alternative attractiveness. Interrelationships between the antecedents are discussed in the

following section.
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3.5.1 Interrelationships between the antecedent variables

Limited research is available regarding the interrelationships among the antecedent
variables. In the section to follow, research results, if any, concerning the interrelationships

are discussed, followed by the proposed hypotheses for each relationship.

3.5.1.1 Relational switching costs and perceived value

Scant research was found regarding relational switching costs and perceived value.
Studies were found where switching costs (not relational switching costs specifically) were
tested as a moderator between perceived value and customer loyalty (Yang & Peterson,
2004; Wang, 2010). Another investigated switching costs as a moderator between service

quality and perceived value (Edward et al., 2010).

One study found that perceived value had a positive influence on switching costs, but the
influence was not significant (Edward & Shadev, 2011:338). Due to the lack of previous

research, the following non-directional hypothesis was proposed:

Hsa: There is a relationship between relational switching costs and perceived value in a
switching intention context.
Hap: There is a relationship between relational switching costs and perceived value in a

switching behaviour context.

3.5.1.2 Relational switching costs and alternative attractiveness

No research could be found suggesting a relationship between relational switching costs
and alternative attractiveness. A study was found that used both switching costs and
alternative attractiveness as moderators between trust and relationship commitment and
as moderators between service satisfaction and relationship commitment (Sharma &

Patterson, 2000), but no studies where their interrelationship was investigated.
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Similarly, both switching costs and alternative attractiveness were used as moderators in
the customer satisfaction—customer loyalty relationship in the same study, but their inter-
relationship was not investigated (Min & Wan, 2009). Other studies used both relational
switching costs and alternative attractiveness as constructs in the study, but did not
investigate their interrelationships (Chuang, 2010). Due to the lack of information in the

literature, the following non-directional hypothesis was proposed:

Hsa: There is a relationship between relational switching costs and alternative
attractiveness in a switching intention context.
Hsp: There is a relationship between relational switching costs and alternative

attractiveness in a switching behaviour context.

3.5.1.3 Perceived value and alternative attractiveness

No studies could be found testing the direct relationship between perceived value and
alternative attractiveness. However, relational switching costs and perceived value were
investigated in the same study (Edward & Shadev, 2011:338). Also, even though their
interrelationships were not investigated, relational switching costs and alternative
attractiveness were constructs used in the same study (Chuang, 2010). Thus it follows
that, perceived value and alternative attractiveness may be correlated in some way.

Therefore the following non-directional hypothesis is proposed:

Hsa: There is a relationship between perceived value and alternative attractiveness in a
switching intention context.
Hep: There is a relationship between perceived value and alternative attractiveness in a

switching behaviour context.

Taking into consideration the antecedents of switching intention and the proposed
interrelationships between the antecedent variables, the conceptual switching intention

model is presented in Figure 3.2 below.
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Figure 3.2: Interrelationships between the switching intention antecedents

Relational
switching
costs

Perceived
value

Switching
intention

Alternative
attractiveness

Apart from the model, the correlation between switching intention and relationship
characteristics was also investigated. Relationship characteristics, namely relationship
length, depth and breadth, are not considered to be theoretical constructs. Instead,
relationship characteristics are regarded as characteristics of time, frequency and added
purchases, and give insight as to the nature and extent of the service provider—customer
relationship (Homburg, Giering & Menon, 2003:39). For this reason, although relationship
characteristics are possible antecedents of switching, they reflect the context in which the
customer operates and therefore these characteristics were not included in the switching
intention model. All three relationship characteristics are discussed in more detail in the

section to follow.

3.6 RELATIONSHIP CHARACTERISTICS

Researchers regard relationship characteristics as an indication of loyalty behaviour (Liang
& Chen, 2009:223; Lopez et al., 2006:560). Consequently, monitoring relationship

characteristics could assist service providers in the identification and possible prevention
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of switching. Relationship characteristics include the duration of the customer-service
provider relationship (length), service usage (depth) and service bundling/cross-buying
(breadth) (Bolton et al., 2004:272; Lopez et al.,, 2006:556; Polo & Sesé, 2009:121;
Ranganathan et al., 2006:271).

The three relationship characteristics are interlinked and influence one another. Fahy and
Jobber (2012:184) state that, as the length of the relationship increases, the possibility
exists that the relationship depth and breadth will also increase. Customers are likely to
spend more money with the organisation and use a wider variety of services on offer the
longer they remain with the service provider. However, Bolton et al. (2004:275) suggest
that relationship length does not influence relationship depth nor breadth, but that

relationship depth may influence both relationship length and breadth.

Past research found a direct relationship between switching intention and relationship
length, depth and breadth (Ahn et al., 2006:564; Keaveney & Parthasarathy, 2001:378;
Keramati & Ardabili, 2011:352; Lee et al., 2001:42; Lopez et al., 2006:564; Madden et al.,
1999:205; Maicas et al., 2009a:168; Ranganathan et al., 2006:274). The influence of

relationship length, depth and breadth on switching intention is discussed.

Some studies that have investigated relationship characteristics, have included all three
components, namely, relationship length, depth and breadth in a single study (Bolton et
al., 2004, Liang & Chen, 2009; Lopez et al., 2006; Polo & Sesé, 2009, Ranganathan et al.,
2006). However, the majority of studies focus only on relationship length (Bolton, 1998;
Chiao et al., 2008; Coulter & Coulter, 2002; Doney & Cannon, 1997; Goncgalves &
Sampaio, 2012; Seo et al., 2008), while a few exclusively considered relationship depth
(Bolton & Lemon, 1999; Keaveney & Parthsarathy, 2001). The minority studies focus on
relationship breadth (Soureli et al., 2008).

Interestingly, Ranganathan et al.‘s (2006) study revealed that relationship depth was the
strongest switching antecedent, followed by relationship breadth and lastly, relationship
length (Ranganathan et al., 2006:274). As previously mentioned, most studies have been

conducted on relationship length, but since Ranganathan et al. (2006:274) found that
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relationship depth emerged as the strongest switching antecedent, further investigation

into relationship depth and breadth could be beneficial.

Most previous studies have concentrated on the effect of relationship characteristics on
relational constructs such as satisfaction, trust and perceived quality. Yet scant attention
has been paid to the effect of relationship characteristics on switching intention (Lopez et
al., 2006:557). Studies that indeed investigated the aforementioned relationship were
conducted by Ranganathan et al. (2006) and Lopez et al. (2006). Findings indicated that
all three components of relationship characteristics had a direct negative effect on
switching intention (Lopez et al., 2006:568; Ranganathan et al., 2006:274).

3.6.1 Relationship length

Relationship length, also referred to as subscription duration or customer tenure,
represents the period of time during which a relationship exists between the customer and
the service provider (Bolton et al., 2004:273; Polo & Sesé, 2009:123; Ranganathan et al.,
2006:271). A study conducted in the United States found that the average relationship
duration to be 33 months (Ranganathan et al., 2006:273). In a South African study, the
majority of respondents had a relationship with their MNO for between three and ten years
(Kruger & Mostert, 2012:47).

Relationship length has been researched more extensively than relationship depth and
breadth (Bolton et al., 2004:284). A possible explanation for the tendency to focus on
relationship length may be due to findings which indicate that profitability is directly
proportional to the period of time that a customer purchases service offerings from the
service provider (Kruger & Mostert, 2012:41; Ultsch, 2002:315). In other words, the longer
the customer remains with the service provider, the higher the service provider's
profitability. For this reason organisations are concerned with predicting relationship
duration to aid in predicting future revenue (Bolton, 1998:45). Research has shown,
however, that the age of the relationship does not guarantee loyalty (Homburg et al.,
2003:50). Customers do not necessarily become more loyal with time, but are more

tolerant of service failures (Bolton, 1998:45; Homburg et al., 2003:39). Instead, loyalty is
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said to depend on trust in the service provider (Chiao et al., 2008:663; Homburg et al.,
2003:50).

During the early stages of the service provider-customer relationship, the customer has
little experience with the organisation and thus high uncertainty (Polo & Sesé, 2009:123),
especially within a services context. Interdependence as well as monetary and relational
investments are low (Polo & Sesé, 2009:123). Thus the significant propensity for
customers that recently purchased a service to switch (Lopez et al., 2006:564).
Consequently, the early stages of the relationship are critical in determining whether the
relationship will continue (Lopez et al.,, 2006:560). Therefore it is imperative for
organisations to place a strong focus on customer satisfaction and perceived value during
the early stages of relationship establishment (Chiao et al., 2008:663; Johnson et al.,
2006:127).

Relational exchanges evolve over time. As the number of interactions increase,
relationships are developed. The relationships, in turn, form bonds (Homburg et al.,
2003:44). As relationship duration increases, increased trust has been found to be a more
effective retention tool than satisfaction (Chiao et al., 2008:663). Interdependence, trust
and psychological attachment also grow as the relationship lengthens, resulting in
increased switching costs (Doney & Cannon, 1997:40; Dwyer et al., 1987:12; Lopez et al.,
2006:560; Polo & Sesé, 2009:123). Switching costs increase over time, because
customers become more familiar with the organisation and gain experience and
knowledge regarding the use of the organisation’s service offering (Ranganathan et al.,
2006:271; Seo et al., 2008:187). Customers gain a set of knowledge and expertise unique
to the service provider (Ranganathan et al., 2006:271) and invest time and energy to learn
about services that are exclusive to the current service provider. As a result, the
customer’s switching propensity will depend on their willingness to learn about new
systems at the new service provider. Customers anticipate switching costs when entering
into a long-term relationship with the service provider. Thus relationship duration gives
organisations a good indication of the customer’s intention to remain with the service
provider (Vasudevan et al., 2006:343) and is considered an indicator of customer retention
(Bolton et al., 2004:274).
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Organisations often make economic and social benefits available to long-term customers
to encourage retention (Polo & Sesé, 2009:123; Shin & Kim, 2008:857). Should the
customer decide to switch, all of the benefits are forfeited. Consequently, benefits also act
as switching costs which inadvertently lock customers into the relationship and discourage

switching.

Seo et al. (2008:192) found that as the customer’s association with the service provider
increases, customer retention also increases. By inference, Seo et al.'s (2008:187) result
implies that the propensity to switch will decrease as relationship length increases.
Similarly, research in mobile telecommunications has shown that a negative relationship
exists between subscription duration and switching intention — that is, the longer the
customer has subscribed to a service provider, the lower the switching intention (Kim &
Yoon, 2004:762; Malhotra & Malhotra, 2013:19; Ranganathan et al., 2006:273). Lopez et
al. (2006:564) followed a slightly different approach and measured relationship length in
terms of the recency of the subscription instead of the amount of time that the customer
had subscribed to the mobile network operator (MNO). The results indicated that the more
recent the commencement of the subscription, the higher the switching intention.

Therefore, the shorter the relationship length, the higher the switching propensity.

Counterintuitively, some researchers found a positive relationship between relationship
length and switching intention (Keramati & Ardabili, 2011:352; Maicas et al., 2009a:168).
The positive relationship implies that the probability that the customer will switch to another
service provider increases the longer the customer remains with the service provider. A
possible explanation for this surprising phenomenon is that as the length of time that the
customer remains with the service provider increases, there is a higher likelihood that the
customer will become aware of competitors, alternative pricing structures and industry
trends (Ranganathan et al., 2006:271) which may induce a propensity to switch, should

customers notice a ‘better deal’.

The literature provides conflicting, yet valid findings regarding the influence of relationship

length on switching intention. Taking the findings of Kim and Yoon (2004:762), Malhotra
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and Malhotra (2013:19) and Ranganathan et al. (2006:273) into consideration, the
following hypotheses are proposed:

H-a: There is a negative relationship between relationship length and switching intention.

Hzp: There is a negative relationship between relationship length and switching behaviour.

3.6.2 Relationship depth

Relationship depth (also referred to as service usage) comprises usage frequency and
intensity (Keaveney & Parthasarathy, 2001:380; Ranganathan et al., 2006:271).
Frequency is described as the number of times that the service is used (Bolton et al.,
2004:273; Liang & Chen, 2009:219; Polo & Sesé, 2009:123). While intensity is the extent
to which a customer makes use of a service provider’s products or services, that is, the
depth of involvement (Ranganathan et al., 2006:271). For example, the amount of time a
service is used on a particular occasion and/or the amount spent with the service provider
(Madden et al., 1999:205).

Frequent users are likely to develop a positive attitude toward the service provider
(Ranganathan et al., 2006:271). It is believed that as customer usage increases, their
relationship with the organisation is deepened, leading to increased familiarity with the
service provider, decreased uncertainty and strengthened social bonds. (Bolton et al.,
2004:274; Liang & Chen, 2009:223; Lopez et al., 2006:560). Furthermore, frequent users
have greater tolerance and less sensitivity toward service failures (Lopez et al., 2006:560).
Service usage frequency may also influence the customer’s decision to purchase premium
products (upgrade) in the future (Bolton et al., 2004:273). Therefore regular service usage

is encouraged.
3.6.2.1 Service usage in mobile telecommunications
In the context of mobile telecommunications, customers can be classified as either heavy,

medium or light users (Polo & Sesé, 2009:123). Other methods of comparison have

considered peak-time usage, off-peak time usage and week-end usage (Ranganathan et
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al., 2006:273). The organisation’s long-term profitability is impacted by service usage
levels (Bolton & Lemon, 1999:171). Certain MNOs only monitor average monthly
consumption (Maicas et al., 2009b:548), while the other extreme is to monitor the amount
of usage hours per day (Lee et al., 2001:41). Keramati & Ardabili (2011:353) used a more
general approach and monitored service usage factors in terms of minutes used during the

month, number of calls and number of text messages sent.

Customer account status (active use, non-use or suspended customers) should also be
monitored (Ahn et al. 2006:556). Should customers experience financial problems, use of
a service may decline or discontinue altogether. Ahn et al. (2006:562) suggest that
organisations should monitor when the customer account status changes, for example,
from active to either non-use or suspended. A change in customer account status was

found to significantly influence switching behaviour (Ahn et al., 2006:561).

3.6.2.2 Relationship depth and switching

Many researchers are of the opinion that heavy users are less likely to switch (Keaveney &
Parthasarathy, 2001:378; Lee et al., 2001:42; Lopez et al., 2006:564). Lee et al. (2001:42)
also found that heavy users were less likely to switch, however, they speculate that the
customers were either true loyalists, in other words, the customers were truly satisfied with
the service provider, or the customers were economic hostages, because of customer
lock-in. On the contrary, some researchers found that the opposite is true — heavy users
are more likely to switch (Ahn et al., 2006:564; Madden et al., 1999:205). Findings also
show that the higher the monthly expenditure, the greater the intention to switch
(Madden et al., 1999:205). A possible explanation for the contradiction is that heavy users
are more price-sensitive due to their high expenditures. The findings of both Ahn et al.
(2006:564) and Madden et al. (1999:205) imply that high users want the best value for
money (Lee et al., 2001:42) and are therefore constantly on the look-out for specials or

discounts, which increases switching probability.

Similar to relationship length, the literature regarding relationship depth has divided
opinions regarding the influence of relationship depth on switching intention. Taking the
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contradictory opinions into consideration, the findings of Keaveney and Parthasarathy
(2001:378), Lee et al. (2001:42) and Lopez et al. (2006:564) led to the following
hypotheses:

Hsa: There is a negative relationship between relationship depth and switching intention.

Hgp: There is a negative relationship between relationship depth and switching behaviour.

3.6.3 Relationship breadth

Even though the literature has mostly focussed on relationship length and depth,
understanding the customer’s motivation to purchase additional services from the same
service provider is also important (Soureli et al., 2008:6). The purchase of additional
services is an indication that a customer would like to pursue a relationship with an
organisation (Lopez et al.,, 2006:561). Liang and Chen (2009:227) found that satisfied
customers maintain the existing relationship, but that committed customers are more likely
to expand their relationship. Furthermore, bundling products to better meet customer
needs can lead to a competitive advantage, since customers will perceive unique bundles

as a differentiating variable of the service offering (Burnham et al., 2003:119).

The breadth of the consumer—organisation relationship refers to additional products or
services purchased over time (Bolton et al., 2004:273; Liang & Chen, 2009:219; Polo &
Sesé, 2009:124). Relationship breadth can be described as the “expansion of the
customer relationship” with the organisation (Bolton et al., 2004:274) or the purchase of
additional service offerings. Alternative terms to describe relationship breadth are “cross-
buying” or “add-on buying” (Bolton et al., 2004:273). Another facet of relationship breadth
entails modification of the service offering that is currently in use (Burnham et al.,
2003:113), in other words, an “upgrade” to a more suitable service offering (Bolton et al.,
2004:273).

When customers purchase complimentary services, relationship breadth is deepened,
since the core service is enhanced with extra benefits and the service offering will most

likely be more tailored to the customer’s specific needs (Lopez et al., 2006:561). The wider
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the variety of service offerings purchased from one organisation, the more costly switching
becomes for the customer (Polo & Sesé, 2009:124; Vasudevan et al.,, 2006:346).
Evaluation of alternatives becomes more complicated, since the customer will have to
evaluate a wider variety of competitor service offerings before switching (Burnham et al.,
2003:114; Polo & Sesé, 2009:124). Lopez et al. (2006:568) strongly advise organisations
to extend the range of services on offer. Complimentary services have been shown to
increase relationship enhancement and maintenance, because switching costs increase

as the number of items in the service bundle increase (Klemperer, 1995:534).

Customers’ cross-buying approaches differ. Some customers prefer to purchase additional
service offerings from a variety of service providers, either because they do not want to be
tied to one service provider for a long time, or because they prefer to diversify their risks.
Other customers prefer to purchase several different products from one service provider

because of the convenience of a “one-stop shopping” experience (Soureli et al., 2008:7).

Intuitively, the expectation exists that, as relationship breadth increases, switching
propensity would decrease. Lopez et al. (2006:564) found that relationship breadth is
negatively correlated to switching intention. Similarly, Ranganathan et al. (2006:274) found
that service bundling and switching intention have a negative relationship. Thus, as the
number of items in the service bundle increase, the customer lock-in effect becomes
greater (Ranganathan et al., 2006:272), implying that switching costs are increased and
thereby switching intention is decreased. However, Maicas et al. (2009a:169) found a
positive relationship between relationship breadth and switching behaviour, implying that
customers who purchase additional services from the service provider (that is, services
over and above the core service) are more likely to switch. Ahn et al. (2006:564) reported
similar results, explaining that heavy users with an accumulation of service experiences

may explore more advanced services offered by other service providers.

The above findings are similar to the counterintuitive results found for relationship depth
(Ahn et al., 2006:564; Madden et al., 1999:205) and relationship length (Keramati &
Ardabili, 2011:352; Maicas et al., 2009a:168) which suggest that long relationship duration
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and high service usage increase switching propensity, because customers with high usage

rates and high expenditures seek the best value-for-money (Ahn et al., 2006:564).

As with the two previous relationship characteristics, there are opposing results as to
whether relationship breadth has a positive or negative influence on switching intention.
Despite the conflicting literature, the findings of Lopez et al. (2006:564) and Ranganathan
et al. (2006:274) were considered to formulate the hypotheses for relationship breadth.

Thus the following hypotheses are proposed:

Hoa: There is a negative relationship between relationship breadth and switching intention.
Hoy: There is a negative relationship between relationship breadth and switching

behaviour.

3.7 CONCLUSION

The chapter began with a section on the consumer purchase process, and how post-
purchase evaluation results in either a favourable or unfavourable outcome, which
ultimately influences re-purchase intention. The focus of the chapter was unfavourable

post-purchase evaluation, namely, switching intention.

To prevent switching, marketing practitioners often implement switching costs and lock-in
strategies to compel customers to remain with their current service provider. The various
hard and soft lock-in strategies were discussed. Nonetheless, some customers may still
switch, despite the use of lock-in strategies, thus previous research conducted to ascertain
causes of customer switching was explored (Bansal & Taylor, 1999b; Hu & Hwang, 2006;
Keaveney, 1995; Keaveney & Parthasarathy, 2001; Madden et al., 1999; Mittal & Lassar,
1998; Xavier & Ypsilanti, 2008; Wong, 2011). Consensus has not been reached regarding
specific antecedents that influence switching, thus various switching antecedents were
discussed. The focus of the chapter was the conceptualisation of switching intention and
switching predictors to be explored in the study.
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Many switching models have been developed to explore switching. The various models
were elaborated upon. Furthermore, the reasoning for the conceptual switching intention
model was explained and the conceptualised model, including direct relationships between
the proposed switching antecedents and switching intention, as well as interrelationships

between the switching antecedents was presented.

Past research found a direct relationship between switching intention and relationship
characteristics, namely relationship length, depth and breadth (Ahn et al.,, 2006:564;
Keramati & Ardabili, 2011:352; Maicas et al., 2009a:168; Ranganathan et al., 2006:274).

Counterintuitive results have been found regarding the influence of relationship
characteristics on switching intention (Ahn et al., 2006:564; Keramati & Ardabili, 2011:352;
Madden et al., 1999:205; Maicas et al., 2009a:168). Possible reasons for the inconsistent

results were discussed, and hypotheses were proposed.

In the next chapter, the methodology of the empirical study to investigate the above-
mentioned issues will be discussed, including a description of the research design and the

intended data analysis techniques to be used.
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CHAPTER 4

RESEARCH DESIGN AND METHODOLOGY

4.1 INTRODUCTION

As deduced from the literature review, switching is detrimental to the long-term survival of
organisations. Chapter 4 describes the research design and methodology used to achieve
the objectives of the research. In sum, the purpose of the study was firstly, to develop and
empirically test a conceptual switching intention model (RO1). Secondly, to compare the
conceptual switching intention model and actual switching behaviour data by fitting the
switching behaviour data to the conceptual switching intention model (RO2). Thirdly, to
explore the role of relationship characteristics, namely relationship length, depth and
breadth, and their influence on both switching intention and switching behaviour (RO3).
Secondary objectives include an investigation of the direct influence of switching
antecedents on switching intention and on switching behaviour, and an examination of the
interrelationships between the constructs in the conceptual switching intention model, as

well as the interrelationships between the constructs in the switching behaviour context.

The chapter is structured upon the research process design suggested by Zikmund, Babin,
Carr and Griffin (2009:62):

e Phase 1: Research problem and objectives

e Phase 2: Research design strategy

e Phase 3: Sample design

e Phase 4: Measurement instrument design

e Phase 5: Data collection and preparation

e Phase 6: Data analysis

Before elaborating upon the research design strategy (Phase 2), a summary of the
problem statement and research objectives discussed in Chapter 1, is provided.
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4.2 PHASE 1: RESEARCH PROBLEM AND OBJECTIVES

In an attempt to understand the causes of switching, a plethora of switching models have
been developed, investigating a wide variety of switching predictors. However, results
have left researchers with conflicting opinions regarding specific switching predictors. Thus
researchers have been encouraged to explore and improve current conceptual switching
models (Fullerton & Taylor, 2002:124). In addition, minimal switching research has
investigated actual switching behaviour (Ahn et al.,, 2006:553.), which leaves the
combination of accurate switching predictors open for debate. Furthermore, contradictory
results have been found regarding the influence of relationship characteristics on switching
intention, thus necessitating further exploration. This study’s primary and secondary

research objectives are listed below (also identified in Chapter 1):

The primary research objectives are:

1. to develop and empirically test a conceptual switching intention model (RO1),

2. to compare the conceptual switching intention model and actual switching behaviour
data by fitting the switching behaviour data to the conceptual switching intention model
(RO2), and

3. to explore the role of relationship characteristics, and their influence on both switching

intention and switching behaviour (RO3).

Secondary objectives following from research objective one (RO1) are:
Firstly, to investigate the direct influence of switching antecedents on switching intention,
that is:
e to investigate the relationship between relational switching costs and switching
intention,
¢ to investigate the relationship between perceived value and switching intention, and
e to investigate the relationship between alternative attractiveness and switching

intention.
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Secondly, to investigate the interrelationships between the switching intention
antecedents, specifically:
e to investigate the relationship between relational switching costs and perceived
value,
e to investigate the relationship between relational switching costs and alternative
attractiveness, and
e to investigate the relationship between perceived value and alternative

attractiveness.

Secondary objectives following from research objective two (RO2) are:
Firstly, to investigate the direct influence of switching antecedents on switching behaviour,
that is:
e to investigate the relationship between relational switching costs and switching
behaviour,
¢ to investigate the relationship between perceived value and switching behaviour, and
e to investigate the relationship between alternative attractiveness and switching

behaviour.

Secondly, to investigate the interrelationships between the switching behaviour
antecedents, that is:
e to investigate the relationship between relational switching costs and perceived
value,
e to investigate the relationship between relational switching costs and alternative
attractiveness, and
e to investigate the relationship between perceived value and alternative

attractiveness.

Secondary objectives for research objective three (RO3) are:
¢ to investigate the influence of relationship length on switching intention,
¢ to investigate the influence of relationship depth on switching intention,
¢ to investigate the influence of relationship breadth on switching intention, and

¢ to investigate the influence of relationship length on switching behaviour,
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¢ to investigate the influence of relationship depth on switching behaviour,

¢ to investigate the influence of relationship breadth on switching behaviour.

The research design strategy acts as a blueprint for data collection, measurement and
analysis, in order to answer the research objectives of a study (Cooper & Schindler,
2014:125). Each research design aspect applicable to the study is discussed in the

sections to follow and where appropriate, examples applicable to the study are given.

4.3 PHASE 2: RESEARCH DESIGN STRATEGY

Empirical research was the approach used to conduct the study. Conducting empirical
research implies designing procedures to collect factual information in order to address
problems (Cooper & Schindler, 2014:66). Descriptive research was conducted to examine
the relationships and interrelationships between various constructs and variables (Leedy &
Ormrod, 2010:182). The study can also be described as cross-sectional, since the
research was conducted once, at one specific point in time (Cooper & Schindler,
2014:128). An ex post facto research design collects data to investigate conditions that
already exist or events that occurred in the past, and to determine whether relationships
exist between dependent and independent variables (Leedy & Ormrod, 2010:238-239).
Since an investigation was conducted to investigate whether relationships exist between
the dependent variable, switching intention, and various independent variables, namely,
relational switching costs, perceived value and alternative attractiveness, the study is also

considered to have used an ex post facto design.

4.3.1 Datasources

Primary data are collected to satisfy specific requirements (Bradley, 2013:112; McDaniel &
Gates, 2013:910), whereas secondary data collection concerns data that was “previously
collected for any purpose other than the current problem at hand” (Lamb et al., 2010:152).

Secondary data can be obtained from various sources, for example, online databases,
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university research bureaus or commercial publications (Lamb et al., 2010:153).

Secondary data was the source for the literature review in the previous chapters.

Survey research, observation research or experiments can be used to collect primary data
(Lamb et al., 2010:155; McDaniel & Gates, 2013:910). Experiments alter one or more
variables in a controlled environment, after which the effects are observed and recorded
(Lamb et al., 2010:162). Observation research avoids direct interaction with respondents.
Subjects are monitored from a distance, and conclusions are based on the data collected
(Cooper & Schindler, 2014:173; Lamb et al., 2010:160). Survey research poses a series of
guestions to respondents, summarises the responses using statistical techniques and then
analyses the responses to draw conclusions (Leedy & Ormrod, 2010:186).

Primary data were collected to obtain information pertaining to the specific objectives of
the study. An online survey was conducted using Consulta Research’s online database in

order to obtain the primary data.

4.3.2 Research methodology

Quantitative research uses surveys consisting of a combination of measurement scales to
measure psychological behaviour or characteristics (Leedy & Ormrod, 2010:94). All
respondents are asked the exact same set of questions, so that answers can be changed
into a numeric format and summarised using percentages, averages, or a wide variety of
statistical techniques (Lamb et al., 2010:162). In contrast, qualitative research collects
descriptive data using open-ended questions, to examine the complexities and nuances of
a particular phenomenon to gain an in-depth understanding thereof (Cooper & Schindler,
2014:146; Lamb et al., 2010:162; Leedy & Ormrod, 2010:94). All respondents are not

necessarily asked the same questions.

Quantitative research was used to collect the primary data, because the study intended to
collect numeric data which could be statistically analysed. Quantitative research commonly

uses the survey method in the form of a structured questionnaire for data collection.
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4.3.3 Datacollection method

Bradley (2013:191) describes a questionnaire as a structured set of questions used to
obtain information from the target population. A structured questionnaire standardises
guestion wording and sequencing (Cooper & Schindler, 2014:219; Mooi & Sarstedt,
2011:70). Thus answers can be compared statistical inferences can be made since
respondents are asked the exact same set of questions (Leedy & Ormrod, 2010:188).
Questions could enquire about characteristics, opinions, attitudes or previous experience,
to gain an understading about the population. Responses are summarised using frequency
counts, percentages or other statistical methods, to draws inferences about a population
(Leedy & Ormrod, 2010:187).

No research technique is without criticism. Disadvantages of using structured surveys
include: the questionnaire can not be long or complex; respondents may answer what they
believe to be true, or give a response that they believe the researcher wants; and
respondents could intentionally misrepresent the facts (Cooper & Schindler, 2014:225;
Leedy & Ormrod, 2010:188).

Despite the abovementioned disadvantages, the survey method was chosen for primary
data collection. The choice was attributable to the uniformity of information that is collected
via surveys, the ability of survey research to collect large amounts of information which
can be quantified, and the fact that the quantified information can be used to make
statistical inferences. Primary data were collected using a structured, self-administered
guestionnaire in the form of an online survey (Bradley, 2013:119). The survey was
self-administered, meaning that the respondents completed the survey independently,
without the assistance of a field worker. Advantages of self-administered surveys include
rapid data collection and wide geographic coverage, however, low response rates are also

characteristic of self-administered surveys (Cooper & Schindler, 2014:225).

Online data collection techniques are becoming popular since respondents are more

accessible (Bradley, 2013:170). The Survey Workbench programme (an advanced survey
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design programme) was used to create the web-based survey and to distribute and collect

the survey responses. (Vovici Corporation, 2010).

Once the research design strategy is established, the target population and sample
elements to be studied should be ascertained. Therefore the sample design is discussed

next.

4.4 PHASE 3: SAMPLE DESIGN

In an ideal world, data would be obtained from each and every individual that could assist
in solving the research problem. However, obtaining information from each target
population element is difficult, generally due to monetary and time constraints (Malhotra,
2009:370; McDaniel & Gates, 2013:380). Instead, researchers use sampling to gather
information from a portion of the target population. Sampling is a procedure used to
determine how a portion of the target population, known as the sample, can best represent
the entire target population. A sample should have the same characteristics as the target
population so that conclusions to be drawn regarding the entire target population (Bradley,
2013:149; Cooper & Schindler, 2014:338; Zikmund et al., 2009:68).

Selection of the target population, population elements and the sampling procedure are

explained below.

441 Target population and population elements

The target population is all the respondents from whom information is to be gathered to
solve the research problem (Berndt & Petzer, 2011:165; Zikmund et al., 2009:69). The
target population consists of population elements, that is, the individuals that are

measured to solve the research problem (Cooper & Schindler, 2014:338).

All individuals in the target population should meet specific criteria. The current study’s

target population was required to:
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e be adults (persons over the age of 18);

e reside in South Africa;

e have the ability to independently choose the MNO with whom they had a contract. In
some organisations, employees receive benefits, such as a mobile phone with a
contract. In such cases the employee has to use the MNO that the organisation
selected and is not able to independently select their preferred MNO; and

e have an existing contract with a mobile network operator (MNO) at the time the
research was conducted.

Thus, the group of adults that met the above criteria formed the target population, and

each individual adult that met the criteria were the population elements.

4.4.2 Sampling

To ensure that a representative sample of the target population is measured, an
appropriate sampling method should be chosen. Sampling methods vary in relation to
whether a probability or nonprobability sample is drawn. Probability sampling is
appropriate when every element in the population has a known, nonzero likelihood of
selection. In the case of nonprobability sampling, the likelihood of any particular member of
the population being chosen is unknown (Zikmund et al., 2009:395).

Various probability and non-probability sampling methods exist. Convenience and
judgement sampling are applicable to the current study. When using judgment sampling,
the researcher selects the sample based on characteristics required of the sample. Thus
researchers select samples that satisfy their specific purposes, even if the sample is not
fully representative (Zikmund et al.,, 2009:396). The Consulta Research online panel
members were asked screening questions to ensure that they met the target population
criteria mentioned in Section 4.4.1. If all four criteria were met, the respondents could
continue answering the survey, inferring the use of judgement sampling. All Consulta

Research online panel members were requested, via email, to participate in the survey.
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Thus, a further criterion for inclusion in the sample was that the population elements had to

have an email address.

Convenience sampling refers to sampling respondents that are conveniently available.
Convenience samples are generally used to obtain a large number of completed
guestionnaires quickly and economically, or when obtaining a sample via other means is
impractical (Zikmund et al., 2009:396). Convenience sampling was used in the current
study, since Consulta Research granted permission to use their online panel for data

collection.

A slight digression is necessary at this point to explain the term ‘online panel’ in the
context of this study. A panel is defined by Cooper and Schindler (2014:662) as “...a group
of ... participants who have indicated a willingness to participate in research studies”. A
panel is generally used to collect data from the same respondents over an extended
period of time (Bradley, 2013:115; Cooper & Schindler, 2014:128). However, the current
study is cross-sectional, and thus the panel were interviewed only once. Therefore, in the
context of this study the term ‘panel’ refers to the ‘group of participants’ only and not to

longitudinal data collection.

443 Sample

At the time that the research was conducted, the Consulta Research online panel had
55,224 members. A total of 51% of the panel members were female and 49% were male.
In terms of cultural groups, the panel comprised 53% White, 28% African, 11% Coloured,
7% Indian and 1% Asian members. Seven of the official South African languages are
represented in the panel, the most common language being English (70%). Income groups
ranged from panel members that earned a monthly income of less than R2,500 (9%) to
members that earned between R25,001 and R40,000 per month (19%). The panel was
represented by all age groups, from a minimum of 18 years of age. The largest age group
was the 36-45 year group (28%), followed by the 46-55 year group (24%).
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Surveys intend to portray a representative cross-section of a particular target population
(Zikmund et al., 2009:188). Although care is taken to include all eligible population
elements in the sample, errors in survey research may occur. Errors result in inaccurate
conclusions about the target population (Zikmund et al., 2009:69). Thus the following

errors in survey research should be considered.

444 Errorsin survey research

Although researchers attempt to avoid research shortcomings, completely eliminating
errors is not possible (Bradley, 2013:134; Malhotra, 2009:109). However, suitable
strategies can be implemented to decrease shortcomings as far as possible. Two main
error categories are sampling error and nonsampling error (systematic sampling error)
(Berndt & Petzer, 2011:147; Malhotra, 2009:109; Zikmund & Babin, 2013:319).

4.4.4.1 Sampling errors

Sampling errors occur because a sample is “an imperfect representation of the population
of interest” (Malhotra, 2009:371). Sampling error is thus the variation between the results
obtained from using a sample rather than the total population (Hair, Black, Babin,
Anderson & Tatham, 2014:156; Zikmund & Babin, 2013:319). Sampling error is affected by
sample size (Schreiber, 2008:86; Zikmund et al., 2009:188). The smaller the sample size,
the higher the likelihood of sampling error, since less cases are compared to the total
population (Hair et al., 2014:189-190). Sampling error can be decreased by increasing the
sample size (Hair et al., 2014:190; Zikmund et al., 2009:203). In an attempt to reduce
sampling error, this study used a large sample — the target population consisted of 55,224

online panel members.

4.4.4.2 Nonsampling errors

Nonsampling errors occur due to researcher or respondent error (Bradley, 2013:322;

Malhotra, 2009:109). Nonresponse bias is a common respondent error which occurs
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because of non-participation in a study. Should a respondent in the sample either not be
located, or be unwilling to participate in the survey, nonresponse bias occurs (Bradley,
2013:322; McDaniel & Gates, 2013:156). Researchers attempt to minimise non-
participation, since results can not be generalised if respondents and nonrespondents
differ (Armstrong & Overton, 1977:396). Since the Consulta Research panel members
voluntarily agreed to regularly participate in surveys, the likelihood of nonresponse error
was limited. However, although panel members volunteered to be part of the panel, the

possibility exists that some panel members do not regularly participate in the surveys.

Even though nonresponse bias can not be totally eliminated, a test for nonresponse bias
can be conducted to establish whether nonresponse bias is present in a sample. An
assessment of nonresponse bias is discussed in the data preparation section
(see Section 4.6.7).

Researcher errors include sample selection bias and measurement errors. If certain
sections of the target population are not represented at all, represented to a lesser degree,
or duplicated, sample selection bias (sampling frame error) occurs (Bradley, 2013:323;
Malhotra, 2009:372; Zikmund et al., 2009:194). Consequently the target population’s
characteristics are not clearly reflected in the sample, resulting in misleading results
(Leedy & Ormrod, 2010:215; McDaniel & Gates, 2013:154). Measurement errors are
caused by the use of erroneous or inaccurate measurement scales or ambiguous
guestions (Bradley, 2013:323; McDaniel & Gates, 2013:155). A well-planned
measurement instrument can reduce measurement errors (Hair et al., 2014:2). Thus
existing measurement scales proven reliable in previous studies, were used in an attempt
to reduce measurement error. To detect ambiguity, the pre-test respondents were asked
for feedback regarding questions in the survey. The pre-test feedback detected no

ambiguous questions.

The preceding section described the target population and sample used to collect the data.
The next section discusses the development of the measurement instrument used for data

collection.
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45 PHASE 4: MEASUREMENT INSTRUMENT DESIGN

The purpose of business research is to gather data with a view to describe the
characteristics of a specific target population (Zikmund et al., 2009:5). The characteristics
that are measured are known as constructs (Cooper & Schindler, 2014:52). Constructs
cannot be observed directly or indirectly (Babbie, 2010:129), thus an appropriate

measurement scale is required for each construct.

A guestionnaire (measurement instrument) is used in survey research for data collection
(Berndt & Petzer, 2011:32). The measurement instrument consists of a collection of
guestions. In turn, each question consists of a measurement scale. The purpose of each
measurement scale is to measure a different, but specific construct (Babbie, 2010:129).
The next section explains how the constructs are measured, and how the measurement

scales for each construct were chosen.

In order to decide upon the measurement scales to be included in the measurement
instrument, the following steps were considered (Berndt & Petzer, 2011:181; Cooper &
Schindler, 2014:271; Zikmund et al., 2009:335):
1. Identify the constructs to be measured
Decide whether existing or new measurement scales will be used
Measurement scale reliability and validity
Decide on the number of items for each measurement scale
Decide on the number of scale points for the measurement scales
Consider the dimensionality of the measurement scales
Identify the level of measurement associated with each measurement scale

Decide on the type of measurement scale response

© © N o o bk~ w0 DN

Consider the layout of the measurement instrument

Each point is discussed in the paragraphs to follow. Firstly, the constructs must be
identified.
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451 Identify the constructs to be measured

The constructs to be measured must be identified and defined (Hair et al., 2014:605).
Each construct was discussed in detail in the literature review (Chapter 3). To summarise,
the constructs for the current study are switching intention, switching behaviour, relational
switching costs, perceived value and alternative attractiveness. Relationship
characteristics, namely relationship length, depth and breadth, were also investigated.

45.2 Existing versus new scales

To measure the constructs, existing scales were chosen from the literature. One of the
main research objectives is to test a conceptual model. Therefore, the use of scales that
demonstrated reliability and validity in previous research was essential. As per Pihlstrom
and Brush’s (2008:740) study, slight modifications were required to adapt the wording of
the measurement scales to suit the mobile telecommunications context. Malhotra and
Malhotra’s (2013) switching intention scale was used to measure switching intention
(Question A5) and switching behaviour (Question B6). Burnham, Frels and Mahajan’s
(2003) relational switching costs scale was used to measure relational switching costs
(Questions A6/B7). Perceived value (Questions A7/B8) was measured using Pihlstrém and
Brush’s (2008) perceived (monetary) value scale. Bansal, Taylor and St. James’ (2005)

alternative attractiveness scale was used for Question A8 and Question B9.

Measurement scales were adapted for each of the three components of relationship
characteristics, based on scales used by Maicas, Polo & Sesé (2009b) and were adapted
to the mobile telecommunications context. Relationship length (Questions A9/B10) was
based on contract length. Relationship depth (Questions A10/B11) was based on
estimated monthly spend. Relationship breadth (Questions A11/B12) included three typical
mobile telecommunications relationship breadth indicators derived from the literature, and

made provision for an open-ended response to gather further information.

To screen respondents, Questions A1/B1 (decision-maker) and Questions A2/B2 (contract

or pre-paid) were developed to separate the switching intention sample (Ni) from the
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switching behaviour sample (N,) respondents. In addition, Questions A3/B3 (main MNO),
Questions A4/B4 (switched or not) and Question B5 (MNO switched from) were designed
to gather descriptive information.

Age (Questions A12/B13) was the only demographic question included in the
guestionnaire. In an attempt to shorten the questionnaire and lower possible respondent
fatigue, the remainder of the demographic information was obtained from the Consulta
Research database. Demographic data available on the Consulta Research database at
the time of the survey was matched to each respondent. Upon completion of data
collection, it was concluded that it would have been beneficial to collect the demographic
information since the Consulta Research database was not current. As a result, limited
demographic information is available, which is noted as a limitation to the study. Table 4.1

summarises the scale sources.

Table 4.1: Measurement scale sources

Construct Measurement scale source
Screening questions Own design: based on the target population criteria
Categorisation/branching Own design: developed to obtain descriptive information from the
guestions respondents, based on the mobile telecommunications industry
Switching intention Malhotra & Malhotra, 2013
Relational switching costs Burnham, Frels & Mahajan, 2003
Perceived value Pihlstrom & Brush, 2008
Alternative attractiveness Bansal, Taylor & St. James, 2005
Relationship length Own design, adapted from Maicas, Polo & Sesé, 2009b
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Construct Measurement scale source
Relationship depth Own design, adapted from Maicas, Polo & Sesé, 2009b
Relationship breadth Own design, adapted from Maicas, Polo & Sesé, 2009b
Demographic question Age — own design

A well-designed measurement scale is vital for successful data collection and analysis.
Ideally measurement scales should provide consistent results and measure only the
characteristics which the scale claims to measure (Cooper & Schindler, 2014:257). Thus it
IS necessary to evaluate reliability and validity of the measurement scales (Hair et al.,
2014:122; Leedy & Ormrod, 2010:91-92).

453 Measurement scale reliability and validity

Reliability is a necessary condition for validity (Mooi & Sarstedt, 2011:35; Zikmund et al.,
2009:306), thus reliability is first considered.

4.5.3.1 Reliability assessment

To ensure reliability, the measurement scale must yield consistent results on each
occasion that the construct is measured. Reliability indicates how consistent the
measurement scale is in achieving a certain result (Boslaugh, 2013:10; Malhotra,
2009:315; Zikmund & Babin, 2013:257). Reliability can be assessed using a variety of
methods, such as test-retest reliability, equivalent form reliability, internal consistency
reliability, parallel-forms reliability or split-half reliability (Boslaugh, 2013:11; Hair et al.,
2014:123; Kline, 2011:69; Leedy & Ormrod, 2010:93; Malhotra, 2009:315; McDaniel &
Gates, 2013:286; Zikmund & Babin, 2013:257). The most commonly used reliability
measure is internal consistency (Hair et al., 2014:213; Zikmund et al., 2009:303).

-118 -

© University of Pretoria




Faculty of Economic and

Management Sciences

Fakulteit Ekonomiese en Bestuurswetenskappe
Lefapha la Disaense t3a Ekonomi le Taolo

Internal consistency demonstrates the extent to which each measurement item in the
measurement scale measures a common meaning and produces a similar result (Leedy &
Ormrod, 2010:93; Malhotra, 2009:316; Zikmund & Babin, 2013:257). Internal consistency
can be measured using inter-item correlation and item-to-total correlation, the Cronbach’s
alpha (a) reliability coefficient or composite reliability (Hair et al., 2014:123). Cronbach’s
alpha is the most widely used measure for internal consistency (Hair et al., 2014:123;
Kline, 2011:69; McDaniel & Gates, 2013:289; Zikmund & Babin, 2013:257) and is thus the
method which is elaborated upon. Researchers suggest a range for the Cronbach’s alpha
value. Values above 0.90 indicate excellent reliability; values between 0.71 and 0.89
indicate good reliability; and values below 0.70 indicate poor reliability (Kline, 2011:70;
Zikmund & Babin, 2013:257). The generally accepted 0.70 cut-off criterion for Cronbach’s
alpha (Peterson, 1994:381) was used in the current study.

The scales which measured the core constructs were tested in previous studies and
demonstrated acceptable reliability values. Hence the scales used in the current study
were expected to be reliable. Table 4.2 summarises the reliability of each measurement
scale used to measure the core constructs in the study. The source of each measurement
scale and the reliability value obtained for each measurement scale in previous studies are
also included in Table 4.2.

Table 4.2: Measurement scale reliability

Key construct Measurement scale source (Cror?begc?l?’igtaylpha)
Switching intention Malhotra & Malhotra, 2013 a=0.91
Relational switching costs gg(r)r;ham, Frels & Mahajan, a =0.87
Perceived value Pihlstrom & Brush, 2008 a =0.86
Alternative attractiveness Bansal, Taylor & St. James, a=0.92

2005
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Once reliability is confirmed, the validity assessment can commence.

4.5.3.2 Validity assessment

Validity indicates the ability of the measurement scale to measure the construct that was
intended to be measured (Boslaugh, 2013:12; Hair et al., 2014:124; Leedy & Ormrod,
2010:28; Mooi & Sarstedt, 2011:34). Zikmund and Babin (2013:258) describe validity as
the extent to which a measurement scale “truthfully represents” a construct. False
conclusions could be drawn if findings are based on an inaccurate measurement scale
(Zikmund & Babin, 2013:258). Thus validity is of great concern to researchers (Zikmund &
Babin, 2013:258). To determine measurement scale validity, content validity and construct
validity are assessed (Leedy & Ormrod, 2010:92; Malhotra, 2009:316; Zikmund & Babin,
2013:258).

I) Content (face) validity

To determine content validity, the content of each measurement item in the measurement
scale should match the definition of the construct being measured (Zikmund & Babin,
2013:258). Content, or face validity, is assessed by experts in the field and confirmed
when consensus regarding the match between the measurement scale items and the
construct being measured is reached (Hair et al., 2014:123; Zikmund & Babin, 2013:258).
Content validity must be confirmed prior to data collection (Strasheim, Pitt & Caruana,
2007:109). Thus each measurement item was assessed for content validity to determine
whether the measurement item would be applicable not only to the study, but also to the

mobile telecommunications industry.

II) Construct validity

Construct validity determines to what extent a measurement scale measures a construct
that can not be directly observed, but is thought to exist (Boslaugh, 2013:546; Leedy &
Ormrod, 2010:92). Thus construct validity assesses which construct the scale is in actual
fact measuring (Malhotra, 2009:317). A construct validity assessment has three main

components, namely convergent, discriminant and nomological validity (Hair et al.,
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2014:124; Malhotra, 2009:317; Strasheim et al., 2007:105). Each construct validity

component is discussed below.

Convergent validity indicates the extent to which measurement items in a measurement
scale measure the same construct (Hair et al., 2014:124; Kline, 2011:71; Malhotra,
2009:317). High correlations between the measurement items indicate that the
measurement scale measures the construct that the scale intended to measure (Hair et
al., 2014:124; Kline, 2011:71). Convergent validity is dependent on internal consistency
(Zikmund & Babin, 2013:260). In turn, internal consistency is assessed through reliability.
In the current study, convergent validity was established by considering the Cronbach’s

alpha reliability coefficient.

Discriminant validity indicates whether constructs are conceptually distinct (Hair et al.,
2014:124; Malhotra; 2009:317; Zikmund & Babin, 2013:260). Discriminant validity thus
assesses correlations between the measurement scales in the measurement instrument,
in contrast to convergent validity, which assesses correlations between the measurement
items in the measurement scale. Low construct inter-correlations indicate sufficient
discriminant validity (Hair et al., 2014:124; Kline, 2011:72; Zikmund & Babin, 2013:260).
Ideally constructs should be independent from one another, so that each construct
measures a specific concept (Hair et al., 2014:124; Kline, 2011:72; Zikmund & Babin,
2013:260). In the current study discriminant validity was assessed during the exploratory
factor analysis (EFA) (refer to Section 4.7.3.1).

Nomological validity assesses the degree to which the measurement scales correlate to
measure constructs that are different, yet related (Hair et al., 2014:124; Malhotra,
2009:317). Relationships between the constructs should be justified by theory and
previous research, after which the scales in the measurement instrument should be
assessed for corresponding relationships (Hair et al., 2014:124). The structural part of the
SEM is well-suited to assess nomological validity (Anderson & Gerbing, 1988:411;
Schumacker & Lomax, 2010:114), because nomological validity essentially assesses
relationships between variables as posited by theory, as does SEM (Malhotra, 2009:317).

Goodness-of-fit indices are used as indicators of nomological validity, since these indices
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show how well the collected data fits a hypothesised conceptual model (Mackay,

2012:158). Nomological validity is assessed during the evaluation of model fit.

The measurement scales used to measure the core constructs in the current study were
shown to be valid in previous studies (Burnham et al., 2003:120), therefore construct
validity was expected. However, as is customary, construct validity was assessed. Various
methods are used to assess construct validity, for example a multitrait-multimethod
(MTMM) matrix analysis or multivariate SEM-based methods such as CFA (Cooper &
Schindler, 2014:257; Hair et al., 2014:124). As is discussed in Section 4.7.3.2, SEM is a
powerful multivariate data analysis technique that is able to examine the validity and
reliability of the measurement scales for each construct, while also testing direct and
indirect relationships between constructs (Schreiber, 2008:85). SEM has two components,
namely a measurement model and a structural model. The measurement part of the SEM
is used for the assessment of convergent and discriminant validity and the structural part
of the SEM is used to assess nomological validity (Anderson & Gerbing, 1988:411;
Schreiber, 2008:91). SEM is thus a “comprehensive confirmatory assessment of construct
validity” (Bentler, 1978, in Anderson & Gerbing, 1988:411).

454 Number of measurement scale items

Due to the anticipated use of structural equation modeling (SEM) as a data analysis
technique (see Section 4.7.3.2), all scales had to have a minimum of three measurement
items (Hair et al., 2014:614; lacobucci, 2010:92). If one of the measurement items need to
be deleted from the measurement scale due to validity and/or reliability issues,
unidimensionality can not be determined with only the two remaining measurement items
(Hair et al., 2014:614; lacobucci, 2010:92). Thus only scales with three items or more were

considered.
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455 Number of scale points

The number of points to use on a rating scale is a popular topic of debate between
academics and practitioners alike (Cooper & Schindler, 2014:273). Rating scales typically
use either 5-point scales, 7-point scales or more (Cooper & Schindler, 2014:274). The
more scale points, the more sensitive and accurate the scale is (Leedy & Ormrod,
2010:27). An 11-point scale was used for the study, numbered from O to 10, where 0 = do

not agree at all, and 10 = completely agree.

456 Dimensionality

Iltems in a measurement scale that represent a single construct and are strongly
associated with one another indicate unidimensionality. Unidimensional scales are
preferable, since discriminant and convergent validity are more accurately tested when
using unidimensional models (Kline, 2011:115). A multidimensional scale consists of a
construct with underlying factors (dimensions) which together measure the construct
better, but can not measure the construct if each dimension is measured separately
(Cooper & Schindler, 2014:272; Hair et al., 2014:123; McDaniel & Gates, 2013:305).

It should be noted that the relational switching cost scale is a sub-scale of the
multidimensional switching cost scale designed by Burnham, Frels and Mahajan (2003).
The original scale measures switching costs using three dimensions, namely procedural,
financial and relational switching costs (Burnham et al., 2003:112). The researcher was
cognisant of the fact that Burnham et al. (2003) and Hu and Hwang (2006) indicated that
the relational switching costs scale consisted of two dimensions, namely personal
relationship loss and brand relationship loss. However, subsequent research used the
relational switching cost scale independently as a unidimensional scale (Vasudevan et al.,
2006). Therefore, given the study’s relationship marketing focus, and the fact that the
relational switching costs scale has been used as an independent unidimensional scale in

previous research, the scale was used autonomously in the current study.
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457 Level of measurement

The four levels of measurement are categorised into nominal, ordinal, interval and ratio
data (Leedy & Ormrod, 2010:25; McDaniel & Gates, 2013:280). Each level of
measurement possesses certain characteristics. The lowest level, nominal data, possess
only classification characteristics. Ordinal data have order and classification
characteristics. Interval data have distance, order and classification characteristics. Lastly,
ratio data possess all four characteristics (Cooper & Schindler, 2014:250). Each individual

level of measurement is discussed in more detail below.

45.7.1 Nominal scales

Nominal scales collect categorical data, which groups the information collected into
mutually exclusive and collectively exhaustive categories (Cooper & Schindler, 2014:250;
McDaniel & Gates, 2013:280). Each category can be assigned a name or label (Hair et al.,
2014:5; Leedy & Ormrod, 2010:25). Despite being considered statistically weak, nominal
data can be used to uncover relationships (Cooper & Schindler, 2014:252). Dichotomous
guestions, multiple-choice single-response questions and checklists produce nominal data
(Cooper & Schindler, 2014:275). Demographic data are typically collected using a nominal
scale (Cooper & Schindler, 2014:252).

In the measurement instrument Questions A1/B1 (decision-maker), Questions A2/B2
(contract or pre-paid) and the branching questions — Questions A3/B3 (main MNO),
Questions A4/B4 (switched or not) and Question BS5 (MNO switched from) — collected
nominal data. The relationship characteristic questions, namely relationship length
(Questions A9/B10), relationship depth (Questions A10/B11) and relationship breadth

(Questions A11/B12) also collected nominal data.

The second level of measurement is ordinal scales.
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45.7.2 Ordinal scales

In addition to categorising data, ordinal scales also indicate that one category is greater
than, less than, or equal to another. Thus variables in ordinal scales can be ranked
(Cooper & Schindler, 2014:252; Hair et al., 2014:5; Leedy & Ormrod, 2010:26; McDaniel &
Gates, 2013:281). Ordinal scales, however, do not provide actual values to indicate how
much more or less one category is than the other (Cooper & Schindler, 2014:252). For
example, income could be grouped into “low, medium, high”, indicating a rank order (Mooi
& Sarstedt, 2011:91). But the actual numerical amount by which one category is greater
than or less than another can not be indicated. Multiple-choice single-response questions
that have some form of ranking collect ordinal data (Cooper & Schindler, 2014:275).

Two of the relationship characteristics questions, that is, relationship length (Questions
A9/B10) and relationship depth (Questions A10/B11) collected ordinal data.

The third level of measurement category is interval scales.

45.7.3 Interval scales

Interval data have all the characteristics of the aforementioned levels of measurement, and
incorporate “equality of intervals” (Cooper & Schindler, 2014:253). Therefore interval
scales are said to indicate equi-distant points on a scale. Unlike ratio scales that indicate
an absolute zero point (elaborated upon in the next paragraph), interval scales indicate an
arbitrary zero point (Hair et al., 2014:6). The arbitrary zero point allows inferences to be
made about one scale point being more or less than another. However, the magnitude of
the difference between the scale points can not be indicated (McDaniel & Gates,
2013:283).

Researchers typically use interval scales to measure attitudes (Cooper & Schindler,
2014:253). Even though rating scales such as Likert-type scales are strictly ordinal in a
mathematical sense, marketing research treats Likert-type scales with 5 or more points as

interval scales due to the underlying continuum of equi-distant points (Zikmund & Babin,
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2013:254). The more points on the Likert-type scale, the more sensitive and accurate the
scale is, since the high number of scale points gives a more refined measurement (Leedy
& Ormrod, 2010:27). Thus the ordinal data approach the characteristics required for

interval measurement (Cooper & Schindler, 2014:252).

The study used 11-point Likert-type scales to measure the four constructs: switching
intention (Questions A6/ B7), relational switching costs (Question A7/ B8), perceived value
(Question A8/ B9) and alternative attractiveness (Question A9/B10).

45.7.4 Ratio scales

Ratio scales incorporate categories (nominal scales), a ranked difference between the
categories (ordinal scales), equal measurement units (interval scales) and are able to
measure origin (Cooper & Schindler, 2014:253; Leedy & Ormrod, 2010:27; McDaniel &
Gates, 2013:283). Thus ratio scales measure actual amounts such as height, weight and
distance (Cooper & Schindler, 2014:253). As a result, the magnitudes among ratio-scaled
data can be compared (McDaniel & Gates, 2013:283).

The scale used to measure age (Questions A12/B13) uses a ratio level of measurement.

The data generated by each level of measurement dictates which statistical procedures
can be used for data analysis (Zikmund et al., 2009:296). Thus the appropriate statistical
techniques should be taken into consideration when the measurement instrument is

developed, and not once the data has been collected.

Once the existing measurement scale has been identified, the type of measurement scale

response is considered.

45.8 Measurement scale response type

Depending on the information required, the researcher can make use of ranking

(comparative) or rating (non-comparative) scales, or categorical or sorting scales (Cooper
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& Schindler, 2014:271). Only rating scales, namely dichotomous questions, multiple-

choice single-response questions, multiple-choice multiple-response (checklist) questions

and Likert-type scales were used in the study (Cooper & Schindler, 2014:275-279).

Section 4.5.8 concludes with Table 4.3 which provides a summary of the variables

investigated in both measurement instruments, the type of measurement scale used to

measure each variable, the response type and the level of measurement for each variable.

Table 4.3: Measurement scale, response type and corresponding level of
measurement
QA | QB Variable Measurement scale REE[PEMEE _EE. B
type measurement
Al B1 | Decision-maker Dichotomous Categorical | Nominal
A2 B2 Contra_ct or Dichotomous Categorical | Nominal
pre-paid
A3 B3 | Main MNO 5. item, multiple-choice, Categorical | Nominal
single-response
A4 B4 | Switched or not Dichotomous Categorical | Nominal
B5 | MNO switched from S Item, multiple-choice, Categorical | Nominal
single-response
Switching : L
A5 B6 | intention/Switching 5 item, 11 point Likert Rating Interval
) scale
behaviour
A6 B7 Relational switching 7 item, 11 point Likert Rating Interval
costs scale
A7 B8 | Perceived value 3 item, 11 point Likert Rating Interval
scale
A8 B9 AIterngtlve 4 item, 11 point Likert Rating Interval
attractiveness scale
A9 | B10 | Relationship length 9. item, multiple-choice, Rank Ordinal
single-response
Al10 | B1l | Relationship depth 16 item, multiple-choice, Rank Ordinal

single-response
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Response Level of

QA | QOB Variable Measurement scale
type measurement

Combination:

4 item multiple-choice,
single-response;

single item open-ended

All | B12 | Relationship breadth Categorical | Nominal

1 item, multiple-choice,

single-response Rank Ratio

Al2 | B13 | Age (in years)

Once the most appropriate and reliable scales are chosen, the layout of the measurement

instrument is planned, as explained in the section to follow.

459 Layout of the measurement instrument

Important points to consider when designing the measurement instrument is that it should
provide clear instructions, be as brief as possible and simple to read. The measurement
instrument should also use simple, clear and unambiguous language (Bradley, 2013:214;
Leedy & Ormrod, 2010:194). A long measurement instrument should collect the most
important information first, since respondents may lose concentration or stop answering
the survey. Sensitive questions, such as age, income and other demographic questions
may cause respondents to stop answering the survey and should therefore be placed at
the end of the measurement instrument (Bradley, 2013:214; Cooper & Schindler,
2014:317-320).

Two separate measurement instruments were developed. Questionnaire A was designed
to collect the switching intention data and Questionnaire B was designed to collect actual
switching behaviour data. The layout of the two measurement instruments is very similar,
however, the switching intention questionnaire (Questionnaire A) has 19 questions while
the switching behaviour questionnaire (Questionnaire B) has 20 questions. The extra
question in the switching behaviour questionnaire (Questionnaire B) measured from which
MNO the switching behaviour sample (N,) had switched. The questions are in the same
order, and contain the same sub-sections: screening questions; categorisation; branching;
construct measurement; and demographics. The complete measurement instruments are

included in Appendix B. Each section of the measurement instrument is described below.

-128 -

© University of Pretoria




Faculty of Economic and

Management Sciences

Section 1: Screening

Screening questions are used to determine whether the respondent qualifies as part of the
target population (Cooper & Schindler, 2014:316). Respondents had to fulfil certain criteria
in order to participate in the survey (see Section 4.4.1). All Consulta Research online panel
members were adults residing in South Africa, thus the online panel members
automatically met the first two criteria. Consequently, the only two criteria that had to be
screened were i) whether the respondents were able to independently choose their MNO,
and ii) whether or not the respondent had a contract with a MNO at the time of completing
the survey. Questions A1/B1 (decision-maker) and A2/B2 (contract or pre-paid) were used
as screening questions. Respondents that answered no to either of the two
aforementioned questions were thanked for their time and the survey ended.

Section 2: Categorisation

Next the respondents were asked to identify their main MNO. The purpose for asking the
guestion was twofold. Firstly, the possibility exists that respondents have contracts with
more than one MNO. Thus the question orientated the respondents to answer the
guestions exclusively about their main MNO. Secondly, the Survey Workbench
programme has an advanced function which is able to include the name of the
respondents’ main MNO in all the questions that follow. Mentioning the MNOs name in
each question enhances the survey experience for the respondent. Questions A3/B3 (main

MNO) were used in Section 2.

Section 3: Branching

Branching questions direct respondents to questions that are relevant to them (Bradley,
2013:214). The respondents were asked whether or not they had switched MNOs during
the previous six months. Depending on the response, respondents were branched to
either the switching intention questionnaire (Questionnaire A) or the switching behaviour
questionnaire (Questionnaire B). Questions A4/B4 (switched or not) were the questions

used in the branching section.

After separating the two groups, respondents that had switched were also asked from
which MNO they switched — Question B5 (MNO switched from). The Survey Workbench
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programme then included the name of the MNO from which the respondent had switched

in all relevant questions.

Section 4: Construct measurement

Respondents were asked the same questions regarding each construct, but the question
wording of the two measurement instruments differed slightly. The questions for the
switching intention respondents (Questionnaire A) remained similar to the original scales,
but the wording of the switching behaviour questionnaire (Questionnaire B) were changed

into the past tense.

The constructs were measured using Questions A5/B6 (switching intention/switching
behaviour), Questions A6/B7 (relational switching costs), Questions A7/B8 (perceived
value) and Questions A8/B9 (alternative attractiveness). The relationship characteristics
guestions were separated into three parts: relationship length (Questions A9/B10),
relationship depth (Questions A10/B11) and relationship breadth (Questions A11/B12).

Section 5: Demographics
The measurement instrument concluded with a demographic question for age (Questions

Q12/B13).

Table 4.4 provides a summary of the five sections of both measurement instruments and

the variables that were measured in each section.

Table 4.4: Five sections of the measurement instruments

MEASUREMENT INSTRUMENT SECTIONS

Questionnaire A: Switching intention Questionnaire B: Switching behaviour
SECTION 1: SCREENING

Al: Decision-maker (independently choose B1: Decision-maker (independently choose

network) network)
A2: Contract or pre-paid B2:Contract or pre-paid

SECTION 2: CATEGORISATION

A3: Main mobile network operator with whom B3: Main mobile network operator with whom

have contract have contract
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SECTION 3: BRANCHING

A4: Switched or not B4: Switched or not

B5: Switched from whom

SECTION 4: CONSTRUCT MEASUREMENT
A5: Switching intention B6: Switching behaviour
A6: Relational switching costs B7: Relational switching costs
AT: Perceived value B8: Perceived value
A8: Alternative attractiveness B9: Alternative attractiveness
A9: Relationship length B10: Relationship length
A10: Relationship depth B11: Relationship depth
All: Relationship breadth B12: Relationship breadth
SECTION 5: DEMOGRAPHICS

Al2: Age )in years) B13: Age in years

Once the measurement layout has been planned, it is useful to verify whether all of the
guestions included in the measurement instrument will address all of the hypotheses and
in turn, the research objectives. As a precautionary measure, such an inspection was
performed. Table 4.5 provides a summary of each research objective and the associated
hypothesis, as well as the appropriate measurement scale in the measurement instrument

is to be used to measure the research objective.

Table 4.5: Research objectives and associated hypothesis

Questionnaire A: | Questionnaire B:
Research objective and associated hypothesis Switching Switching
intention behaviour

To investigate the relationship between relational switching

costs and switching intention.

Hia: There is a negative relationship between relational
switching costs and switching intention.

A5 & A6 B6 & B7

To investigate the relationship between relational switching

costs and switching behaviour.

Hip: There is a negative relationship between relational
switching costs and switching behaviour.

To investigate the relationship between perceived value and

switching intention.

H..: There is a negative relationship between perceived value
and switching intention.

A5 & A7 B6 & B8

To investigate the relationship between perceived value and

switching behaviour.

H.p: There is a negative relationship between perceived value

and switching behaviour.
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Research objective and associated hypothesis

Questionnaire A:
Switching
intention

Questionnaire B:
Switching
behaviour

To investigate the relationship between alternative

attractiveness and switching intention.

Hsa: There is a positive relationship between alternative
attractiveness and switching intention.

To investigate the relationship between alternative

attractiveness and switching behaviour.

Hap: There is a positive relationship between alternative
attractiveness and switching behaviour.

A5 & A8

B6 & B9

To investigate the relationship between relational switching

costs and perceived value.

Haa: There is a relationship between relational switching costs
and perceived value in a switching intention context.

To investigate the relationship between relational switching
costs and perceived value.
Hao: There is a relationship between relational switching costs

A6 & A7

B7 & B8

To investigate the relationship between relational switching

costs and alternative attractiveness.

Hso: There is a relationship between relational switching costs
and alternative attractiveness in a switching intention
context.

To investigate the relationship between relational switching

costs and alternative attractiveness.

Hsp: There is a relationship between relational switching costs
and alternative attractiveness in a switching behaviour
context.

A6 & A8

B7 & B9

To investigate the relationship between perceived value and

alternative attractiveness.

Hsa: There is a relationship between perceived value and
alternative attractiveness in a switching intention context.

To investigate the relationship between perceived value and

alternative attractiveness.

Hep: There is a relationship between perceived value and
alternative attractiveness in a switching behaviour context.

A7 & A8

B8 & B9

To investigate the relationship between relationship length and

switching intention.

H-a: There is a negative relationship between relationship length
and switching intention.

To investigate the relationship between relationship length and

switching behaviour.

H-,: There is a negative relationship between relationship length
and switching intention.

A5 & A9

B6 & B10
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Research objective and associated hypothesis

Questionnaire A:

Switching
intention

Questionnaire B:
Switching
behaviour

To investigate the relationship between relationship depth and

switching intention.

Hsa: There is a negative relationship between relationship depth
and switching intention.

A5 & A10 B6 & B11

To investigate the relationship between relationship depth and

switching behaviour.

Hgyn: There is a negative relationship between relationship depth
and switching behaviour.

To investigate the relationship between relationship breadth and

switching intention.

Hoa: There is a negative relationship between relationship
breadth and switching intention.

A5 & A1l B6 & B12

To investigate the relationship between relationship breadth and

switching behaviour.

Hop: There is a negative relationship between relationship

breadth and switching behaviour.

Once the research objectives to be answered are confirmed, data collection can

commence. The next section explains the data collection procedure.

4.6 PHASE 5: DATA COLLECTION AND PREPARATION

Prior to actual data collection, the measurement instrument is pre-tested to check for
errors. Adherence to ethical research methods is also an important consideration.
Pre-testing and research ethics are discussed in the ensuing paragraphs, followed by a
discussion regarding the cover letter sent to all respondents, the time period during which

the data were collected and the survey response rate.

4.6.1 Pre-testing
A pre-test is conducted to investigate whether the measurement instrument is

understandable, easy to use, and to detect ambiguities (Zikmund et al., 2009:361). A live
pre-test was conducted, meaning that the actual online survey, and not a paper-based
format online survey, was pre-tested. Pre-testing was conducted in three phases. Phase 1.:

the researcher completed both the switching intention and switching behaviour surveys to
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check whether all the questions were uploaded correctly, whether the instructions were
clear and easy to follow, whether there were any spelling or grammar errors and whether
the branching worked correctly. Phase 2: 43 colleagues, family and friends were asked to
complete the survey and to provide feedback, with possible suggestions for improvement.
Changes were made to the measurement instrument after both phases. As suggested, a
progress indicator was included in the online survey. A progress indicator shows
respondents how close they are to completing the survey. Bradley (2013:217) suggests
that adding a progress bar to an online survey is good practice. The online
pre-test indicated that the survey took approximately 5 minutes to complete. So, as
respondents completed the survey, the progress bar indicated what percentage of
guestions had been completed. Phase 3: the survey was sent to 300 Consulta Research

online panel members. None of the online panel members suggested changes.

4.6.2 Research ethics and informed consent

Research ethics are an important consideration when designing a research project.
Researchers must ensure that participants are protected from harm, give consent to
participate in the study and are informed of the purpose of the study (Leedy & Ormrod,
2010:101-104). The Research Ethics Committee of the Faculty of Economic and
Management Sciences at the University of Pretoria granted ethical clearance prior to data

collection (see Appendix C).

Ethical procedures require researchers to obtain informed consent from potential
participants to indicate that they wish to participate in the survey. Upon registration with
the Consulta Research panel, members go through a double opt-in process, thus
confirming twice to regularly participate in surveys. ‘Opt-in’ means that permission is given
to be solicited for survey participation (Zikmund & Babin, 2013:321). The registration
procedure clearly explains that participation in any survey is voluntary and that panel
members have the option to withdraw from the panel at any time. Thus, since panel
members give ‘overall’ consent to participate in all Consulta Research surveys, by
implication, consent had already been received from all panel members. Therefore

respondents were not required to complete another consent form for the current survey.
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See Appendix D for an example of the Consulta Research online panel registration and
consent form. Furthermore, every survey gives panel members the option to unsubscribe

from that particular survey or from the entire Consulta Research panel.

4.6.3 Cover letter

Cover letters are essential for self-completion surveys to: introduce the survey topic;
describe the purpose of the survey and the type of information required of respondents;
provide instructions on how to complete the survey; and to provide the estimated time
required to complete the survey (Bradley, 2013:194). Such information was provided in the

email invitation (see Appendix E)sent to the Consulta Research online panel members.

4.6.4 Time period and incentives

As suggested by Consulta Research, the data were collected over a period of seven days.
The time period is in line with Bradley’s (2013:114) suggestion that online fieldwork should
be between one and seven days. The survey was sent out on 29 October 2013. After four
days, a reminder email was sent to respondents. The survey was closed on
5 November 2013.

Incentives are used to encourage respondents to complete a survey. Examples of
incentives are automatic entries into a competition, prize draws, gifts or charity donations
on behalf of the respondent, As per the regulations of the Research Ethics Committee of
the Faculty of Economic and Management Sciences at the University of Pretoria, no
incentives or rewards were offered to respondents, since the possibility exists that an

incentive could bring about biased cooperation from the respondent (Bradley, 2013:194).

46.5 Response rate

The Consulta Research online panel had 55,224 members at the time of the study. During
the live pre-test, the survey was sent to 300 online panel members. The actual survey was

sent to the remaining 54,924 online panel members. A total of 1,668 surveys were
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returned, thus a response rate of 3% was realised. The observations were separated into
switching intention observations (N; = 1,483) and switching behaviour observations
(N2 = 185). One would expect a high response rate from a panel that has volunteered to
regularly complete surveys, however this was not the case. A possible contributing factor
toward the low response rate is that no incentives were given. The Consulta Research
online panel members are accustomed to receiving incentives and so may have been

reluctant to complete a survey that did not offer a potential reward.

Once the data are collected, preparation for data analysis commences. The section to

follow explains how the data were edited, coded and captured.

4.6.6 Data preparation

Before data analysis, the data are converted from the responses obtained in the survey,
into a format that can be analysed. Quantifying the measurement instrument assists the
researcher to convert the words and/or statements in the measurement instrument into
numbers that can be analysed statistically. The quantification procedure is described

below.

4.6.6.1 Data capturing

Data capturing is used to convert the information collected into a format that can be used
for data analysis (Cooper & Schindler, 2014:391). The codes that were assigned to each
guestion are entered into a matrix-type format. The Survey Workbench programme
automatically entered responses into a matrix format as soon as each online survey was
completed. Once the survey was closed, the researcher received the data extract in
MS Excel format, which eliminated traditional data capturing by hand. Automatic data
capturing is highly advantageous, since errors in data capturing are avoided and the data

are instantaneously available.
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4.6.6.2 Data editing

Editing ensures that errors are detected and that answers are accurate and complete
(Bradley, 2013:313; Cooper & Schindler, 2014:441). The possibility exists that data were
omitted (Bradley, 2013:314). Thus cases were inspected to identify incomplete or
unreliable cases, since incomplete cases negatively influence data validity (Bradley,
2013:313). To deal with missing values, the respondent could be contacted to verify the
missing information, or case wise or pairwise deletion could be used (Byrne,
2010:355-356). Case wise deletion implies completely deleting all cases that have a
missing value for any of the variables in the data. Pairwise deletion excludes missing
cases for certain analyses but cases are kept for other analyses (Byrne, 2010:355-356).
Both case wise and pairwise deletion were used. Cases with incomplete demographic
information were not discarded (pairwise deletion) since the demographic data were not
incorporated into the SEM model and were also not the focus of the study. However,
cases with missing values for the constructs were deleted (case wise deletion). Once the
case wise deletion was complete, a usable sample of switching intention observations

(N1 = 1,025) and switching behaviour observations (N, = 163) remained.

4.6.6.3 Data coding

When coding, numbers (or symbols) are assigned to the responses to facilitate grouping
the responses into categories (Cooper & Schindler, 2014:379). Generally closed-ended
guestions are pre-coded (Bradley, 2013:314; Cooper & Schindler 2014:380). Open-ended
guestions are coded after data collection because researchers do not know what
categories may arise from the data (Cooper & Schindler, 2014:382). To code open-ended
questions, words or phrases that commonly occur in the answers are identified, after which
common elements are assigned the same code to form a new category (Bradley,
2013:314). Researchers should be mindful that the same answer can be given in many
different ways, therefore open-ended questions have to be carefully analysed to form
mutually exclusive categories and avoid category duplication (Cooper & Schindler,
2014:382).
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Only the age question and the Likert-type scale questions generated numeric responses.
All other questions had to be coded. To code the open-ended relationship breadth
guestions (Questions Al11/B12), answers with similar content were combined to form
categories. Four new categories were created for additional services purchased by
respondents, namely: i) additional airtime; ii) BlackBerry Internet Service (BIS) including
BBM (BlackBerry Messenger); iii) insurance (mobile phone/sim card); iv) laptop or tablet
with data contract.

4.6.6.4 Reverse-scoring

If the value assigned to a scale item is opposite to that of the other items, that value should
be changed into the same direction before data analysis, otherwise the average scale
value can not be calculated because items with positive values will cancel out items with
negative values (Hair et al., 2014:91; Zikmund & Babin, 2013:256). Hence the need for

reverse scoring — the procedure used to change items into the same direction.
Question A5 1 in the switching intention questionnaire (Questionnaire A) was reverse-

scored, while Questions B6_1, B7_2 and B8_3 in the switching behaviour questionnaire

(Questionnaire B) were reverse-scored.

46.7 Assessment of nonresponse bias

As a final measure of data preparation, a test for nonresponse bias was performed. As
mentioned in the sample discussion (see Section 4.3.3), nonresponse bias occurs due to
non-participation in a study. If nonresponse bias is present, results can not be generalised,
since respondents differ from nonrespondents (Armstrong & Overton, 1977:396). Due to

the low response rate (3%) a test for nonresponse bias was deemed necessary.

Since the study was conducted online, the dataset contained the date and precise time of
completion for each respondent. Hence respondents could be grouped according to date

and time of completion. The data were then placed in to four equal groups (known as
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guartiles). The first quartile — the first 25% of respondents to complete the survey — were
compared to the last quartile of respondents (the last 25% of respondents to complete the
survey). The objective was to find no difference between the sample profiles of the first
and last quartiles to indicate that the likelihood of nonresponse bias was low or absent.
Armstrong and Overton (1977:397) suggest that the last respondents to complete surveys
are similar to nonrespondents. Thus, examining the last respondents could assist
researchers to predict the composition of the nonrespondent sample. By implication,
comparing the last respondents to the first respondents indicates whether a difference

exists between the survey respondents and nonrespondents.

A common method used to examine relationships (associations) between two or more
categorical variables is the Pearson Chi-square test for independence (Boslaugh,
2013:127). The Pearson Chi-square test for independence tests the null hypothesis that no
relationship exists between two variables (Boslaugh, 2013:127). Consequently, the
following null hypothesis was formulated to conduct the nonresponse bias test.

Hiomuny: There is no association between the first and last quartile group of respondents

with regard to all the variables of interest.

The decision rule for the hypothesis was that if the Pearson Chi-square test for
independence was not significant (p-value > 0.05), there was no difference between the
first and last quartile of respondents. Alternatively, should the Pearson Chi-square test for
independence be significant (p-value < 0.05), nonresponse bias may be present, thus

indicating a possible difference between the first quartile and last quartile of the sample.

Using the Pearson Chi-square test for independence for the contingency tables, the first
and last quartile were compared using various variables of interest, for example ‘main
MNQO’ or demographic variables. The results of the Pearson Chi-square tests for

independence are presented in Table 4.6.
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Table 4.6: Results for the assessment of nonresponse bias

: Chi-square value ignifican
Independent variables a o) df S(% S (;:_25;:6
Main mobile network operator 2.667 4 0.615
Gender 2.565 1 0.109
Ethnicity 4.576 5 0.470
Preferred language 5.742 5 0.332
Education level 4.987 7 0.662
Employment status 6.023 6 0.421
Personal monthly income 13.46 11 0.264
Monthly household income 13.06 10 0.220

None of the independent variables (variables of interest) were significant. Therefore, the
null hypotheses that there is no association between the first and last quartile group of
respondents with regard to all the variables of interest, is supported. Thus, the conclusion
can be made that nonresponse bias is not present in the current study, since there was no
association between the first and last quartile group of respondents with regard to all the

variables of interest.

Once data preparation was complete, the data were ready for analysis. The ensuing
sections explain the data analysis techniques that are implemented in Chapter 5.
Univariate data analysis techniques were used to derive descriptive statistics for the
switching intention sample and the switching behaviour sample. Multivariate data analysis
techniques were used to test the conceptual switching intention model, to compare the
conceptual switching intention model and actual switching behaviour data, to explore the
role of relationship characteristics and their influence on both switching intention and

switching behaviour, and to conduct hypothesis testing.

4.7 PHASE 6: DATA ANALYSIS

Data are analysed to obtain the information needed to solve the research objectives, and
to discover and confirm meaningful relationships (Bradley, 2013:319). Datasets are

generally described using univariate, bivariate and multivariate analysis. Univariate
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analysis investigates only a single variable while bivariate analysis investigates the
relationship between two variables. Multivariate statistical analysis techniques are an
extension of univariate and bivariate analysis techniques (Hair et al., 2014:4). Multivariate
analysis investigates relationships between three or more variables with the aid of
advanced statistical techniques (Leedy & Ormrod, 2010:282). The next section discusses
typical univariate descriptive statistics, followed by an examination of multivariate data
analysis techniques. The chapter concludes with an explanation of hypothesis testing.

4.7.1 Phase 6.1: Descriptive statistics

Descriptive statistics are used as preliminary tools to describe a body of data (Cooper &
Schindler, 2014:398; Leedy & Ormrod, 2010:265). The paragraphs below discuss the
types of descriptive statistics that are used in the results chapter (Chapter 5). Since visual
inspection of the data facilitates interpretation of the basic descriptive statistics (Cooper &
Schindler, 2014:407), the use of frequency tables, cross-tabulations and graphs is also
discussed. Descriptive measures, namely measures of central tendency, measures of
spread, and measures of symmetry, are used as preliminary tools to describe the data set
(Cooper & Schindler, 2014:398). Each descriptive measure is explained in the section to

follow.

4.7.1.1 Measures of central tendency

Measures of central tendency indicate the midpoint of the distribution and thereby
establish the central point around which data revolve (Leedy & Ormrod, 2010:265;
Malhotra, 2009:484). Three commonly used measures of central tendency are the mode,
median and mean (Leedy & Ormrod, 2010:265). The mode indicates the variable that
occurs most frequently (not reported in the results). The median is the numerical centre of
the data and has exactly the same number of scores above and below it. Medians are
typically used to determine the midpoint of financial variables, such as income. The mean
represents the average response (Cooper & Schindler, 2014:400). Both the median (Mdn)
and the mean (M) were reported for the Likert scales in this study, and also for the nominal

scales that were converted to quantitative numerical scale using midpoints.
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4.7.1.2 Measures of spread

Measures of spread (also known as measures of variability or measures of dispersion)
measure the variations of scores, and thus “describe how scores cluster or scatter in a
distribution” (Boslaugh, 2013:90; Cooper & Schindler, 2014:401). Three measures of
spread are the range, standard deviation and variance. The range indicates the spread of
the data from the lowest to the highest value (Leedy & Ormrod, 2010:269). The variance
indicates the spread around the mean — the greater the spread, the greater the variance
(Cooper & Schindler, 2014:401). Variance can be used in addition to, or instead of the
standard deviation (Leedy & Ormrod, 2010:270). Neither the range nor the variance were
reported in the results.

The standard deviation (SD) is a more commonly used measure of variability (Leedy &
Ormrod, 2010:270) and was reported during data analysis (see Chapter 5). Standard
deviation indicates how much the data varies from the average data (Cooper & Schindler,
2014:401). That is, the standard deviation indicates how clustered or spread the
distribution is around the mean (Malhotra, 2009:486). If the values are close to the mean,
the standard deviation is small, implying consistency in the data. However, if the values
are far from the mean, the high standard deviation indicates inconsistency or variance,

meaning that a difference exists between respondents in the sample.

4.7.1.3 Measures of symmetry

Measures of symmetry, also known as assessment of normality, indicate whether a
distribution is symmetrical or skewed (Gravetter & Wallnau, 2013:50). When the mean,
median and mode are in the same location, the distribution is symmetrical and the curve is
said to have normal distribution (Leedy & Ormrod, 2010:263). If the distribution ‘leans’
toward the right or left, the distribution is skewed, or nonnormal (Cooper & Schindler,
2014:402; Gravetter & Wallnau, 2013:50; Leedy & Ormrod, 2010:264). A distribution is
positively skewed if the peak of the curve lies to the right of the midpoint, and negatively

skewed if the curve’s peak lies to the left of the midpoint (Leedy & Ormrod, 2010:264).
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If the skewness of the distribution is less than 2.00, the data falls within acceptable limits of
normality (Schreiber, 2008:88).

Apart from considering the symmetry or skewness of the distribution, the peakedness or
flatness is also assessed. Kurtosis is a measure of how peaked or flat the distribution
curve is (Cooper & Schindler, 2014:402; Kline, 2011:60). An unusually peaked or pointy
curve is called a leptokurtic curve and an unusually flat curve is called a platykurtic curve
(Kline, 2011:60; Leedy & Ormrod, 2010:264). If the curve is neither too peaked, nor too
flat, the curve is described as mesokurtic (Cooper & Schindler, 2014:402). If the kurtosis of
the distribution is less than 7.00, the data falls within acceptable limits of normality
(Byrne, 2010:103). The skewness and kurtosis are reported and discussed for each

construct in the SEM model, and is also reported with each Likert-type scale.

4.7.1.4 Frequency distributions

Frequency distributions are tables used to arrange numerical data into a data array.
Frequency tables generally report frequency, percent, valid percent and cumulative
percent (Cooper & Schindler, 2014:407; Malhotra, 2009:480). In the current study, the
frequency and valid percent were reported for every question in the measurement

instrument; however, tables were only included where appropriate.

4.7.1.5 Cross-tabulations

Cross-tabulations are used to compare two or more categorical variables simultaneously
(Cooper & Schindler, 2014:419; Malhotra, 2009:493). Cross-tabulations with two variables
include every possible combination of the categories of the two variables being compared
(Malhotra, 2009:493). Cross-tabulations were not pursued, because the information that
would be obtained was not the focus of the study. Possible cross-tabulations could have
been switching intention/age; switching intention/level of education; relationship
length/age; relationship length/level of education; relationship depth/age; relationship
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depth/level of education; relationship breadth/age; relationship breadth/level of education

and so forth. Such investigations could be pursued in future research.

4.7.1.6 Graphic representation

Apart from tables, data can be presented using various graphs or charts (Zikmund et al.,
2009:498). Pie charts, bar charts, histograms and box plots are typical graphical
representations of data (Cooper & Schindler, 2014:407-415; Zikmund et al., 2009:498).
Where appropriate, bar charts were included in the descriptive statistics section of the

results chapter (see Chapter 5).
Once preliminary results are obtained more complex data analysis can be pursued. After

the descriptive statistics are analysed, the research objectives can be investigated using

hypothesis testing.

4.7.2 Phase 6.2: Hypothesis testing

A hypothesis is a statement which proposes that something may be true (Bradley,
2013:37). In other words, a hypothesis is a “guess ... about some characteristic of the
population being investigated” (McDaniel & Gates, 2013:472). Prior to data collection,
research objectives are converted into statements. Such statements, or propositions, are
collectively known as hypotheses (hypothesis in the singular form). Hypothesis testing is
conducted to find evidence in the data to determine whether the “guess” was correct
(Cooper & Schindler, 2014:430; McDaniel & Gates, 2013:473). Thus the data will either
support the hypothesis, or not (Bradley, 2013:37). Note that hypotheses are created at the
beginning of the research project, prior to data collection, so that results can be compared
against the predictions (Bradley, 2013:37).
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The following four aspects of hypothesis testing are discussed in the next section (Cooper
& Schindler, 2014:438; Diamantopoulos & Schlegelmilch, 2000:136; Malhotra, 2009:487,
McDaniel & Gates, 2013:472):

1. Formulation of the null and alternative hypotheses

2. Specification of the level of significance and the confidence interval
3. Decision to reject or not reject the null hypothesis
4

. Drawing conclusions

4.7.2.1 Formulation of the null and alternative hypotheses

Hypotheses are derived from the research objectives and are formulated into a pair of
statements (Zikmund & Babin, 2013:372). The first statement — the null hypothesis (Hnui) —
indicates that no difference exists, or that no change has taken place, and is therefore
often referred to as the status quo hypothesis (Malhotra, 2009:488; McDaniel & Gates,
2013:473). The second statement, known as the alternative or research hypothesis (Har),
is the logical opposite of the null hypothesis, and postulates that a difference exists or that
a change has occurred (Bradley, 2013:37; Cooper & Schindler, 2014:432; Diamantopoulos
& Schlegelmilch, 2000:136; McDaniel & Gates, 2013:473). Researchers intend to reject
the null hypothesis in order to find support for the alternative hypothesis (Bradley,
2013:37). Note that an alternative hypothesis can never be directly tested, and therefore
can not be ‘accepted’. Therefore, the purpose of hypothesis testing is to reject the null
hypothesis and thereby indirectly obtain support for the alternative hypothesis, as opposed
to ‘accepting’ the alternative hypothesis (Cooper & Schindler, 2014:432; Diamantopoulos
& Schlegelmilch, 2000:136; McDaniel & Gates, 2013:478).

A summary of the hypotheses to be tested is given in Table 4.7 below. Both the null and
the alternative hypotheses are stated for both the switching intention and switching
behaviour samples. Motivations for choosing each hypothesis were provided in Chapter 3

of the literature review.
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Table 4.7: Summary of the null and alternative hypotheses

Null and alternative hypotheses

Hiaeuny: There is no relationship between relational switching costs and switching intention.
Hia@n: There is a negative relationship between relational switching costs and switching intention.

Hineuny: There is no relationship between relational switching costs and switching behaviour.

Hipan: There is a negative relationship between relational switching costs and switching behaviour.

Hzamuny: There is no relationship between perceived value and switching intention.

H.a@i: There is a negative relationship between perceived value and switching intention.

Haumuny: There is no relationship between perceived value and switching behaviour.

Han@n: There is a negative relationship between perceived value and switching behaviour.

Hsaeuny: There is no relationship between alternative attractiveness and switching intention.
Hsa@in: There is a positive relationship between alternative attractiveness and switching intention.

Hsaeuny: There is no relationship between alternative attractiveness and switching behaviour.

Hanan: There is a positive relationship between alternative attractiveness and switching behaviour.

H.aeuny: There is no relationship between relational switching costs and perceived value.
Hia@n: There is a relationship between relational switching costs and perceived value in a

switching intention context.

Hanmuny: There is no relationship between relational switching costs and perceived value.
Hi@n: There is a relationship between relational switching costs and perceived value in a

switching behaviour context.

Hsamuny: There is no relationship between relational switching costs and alternative attractiveness.
Hsaaiy: There is a relationship between relational switching costs and alternative attractiveness in a

switching intention context.

Hswuny: There is no relationship between relational switching costs and alternative attractiveness.
Hswan: There is a relationship between relational switching costs and alternative attractiveness in a

switching behaviour context.
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Null and alternative hypotheses

Heauny: There is no relationship between perceived value and alternative attractiveness.
Hea@r: There is a relationship between perceived value and alternative attractiveness in a

switching intention context.

Henuny: There is no relationship between perceived value alternative attractiveness.
Hen@n: There is a relationship between perceived value and alternative attractiveness in a
switching behaviour context.

H-aeuny: There is no relationship between relationship length and switching intention.

H-a@n: There is a negative relationship between relationship length and switching intention.

H-uuny: There is no relationship between relationship length and switching behaviour.

Hzu@n: There is a negative relationship between relationship length and switching behaviour.

Hsauny: There is no relationship between relationship depth and switching intention.

Hsa@i: There is a negative relationship between relationship depth and switching intention.

Hsnuny: There is no relationship between relationship depth and switching behaviour.
Hsnan: There is a negative relationship between relationship depth and switching behaviour.

Haauny: There is no relationship between relationship breadth and switching intention.
Haa@iy: There is a negative relationship between relationship breadth and switching intention.

Hanmuny: There is no relationship between relationship breadth and switching behaviour.

Hanary: There is a negative relationship between relationship breadth and switching behaviour.

Figure 4.1 and Figure 4.2 diagrammatically represent the above hypotheses for switching

intention and switching behaviour.
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Figure 4.1: The switching intention model hypotheses
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Figure 4.2: The switching behaviour model hypotheses
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After hypothesis formulation, conditions for rejecting the null hypothesis are determined.
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4.7.2.2 Specification of the level of significance

Since the purpose of hypothesis testing is to reject the null hypothesis, the circumstances
under which the null hypothesis will be rejected or fail to be rejected, must be specified
(Diamantopoulos & Schlegelmilch, 2000:137). On occasion, the null hypothesis is rejected
when it is true, or the false null hypothesis fails to be rejected (Diamantopoulos &
Schlegelmilch, 2000:137). Such mistakes lead to decision errors. Two errors that occur are
Type | error or Type Il error (Cooper & Schindler, 2014:435; Diamantopoulos &
Schlegelmilch, 2000:138; McDaniel & Gates, 2013:475). Type | error (alpha error or a
error) occurs when the null hypothesis is rejected when it is actually true (Cooper &
Schindler, 2014:435; Diamantopoulos & Schlegelmilch, 2000:138; Hair et al., 2014:9).
Conversely, if the null hypothesis is not rejected when it should be rejected, that is, the
researcher failed to reject the false null hypothesis, a Type Il error (beta error or 3 error)
has occurred (Cooper & Schindler, 2014:435; Diamantopoulos & Schlegelmilch, 2000:138;

Leedy & Ormrod, 2010:279). The two errors can be summarised as follows:

Type | error: Hpuny is rejected when Hpuny is true
Type Il error: Hpuny is not rejected while Hyany is false

Researchers attempt to avoid committing either error, nonetheless complete avoidance is
difficult. If the possibility of committing Type | error is lowered, the probability of committing
a Type Il error increases, and vice versa (Diamantopoulos & Schlegelmilch, 2000:138).
Committing a Type | error is considered more serious than committing a Type Il error,
since the null hypothesis should not be rejected unless strong evidence is available to do
so (Diamantopoulos & Schlegelmilch, 2000:139). To decrease the probability of
committing a Type | error, the alpha value (a) or level of significance is decreased
(Diamantopoulos & Schlegelmilch, 2000:139; Leedy & Ormrod, 2010:279).

The level of significance indicates the maximum risk that the researcher is willing to take to
make a Type | error. The less risk the researcher is willing to assume, the lower the
significance level (Diamantopoulos & Schlegelmilch, 2000:139). A 5% level of significance

(a = 0.05) indicates that the null hypothesis will only be rejected if it is true 5 times
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out of 100 (Diamantopoulos & Schlegelmilch, 2000:139). In other words, there is only a 5%
probability of rejecting the true null hypothesis (Cooper & Schindler, 2014:438). To
decrease the risk of the error, a significance level of 0.01 (a = 0.01) can be used (Cooper
& Schindler, 2014:438). The level of significance must be chosen before data collection
(Diamantopoulos & Schlegelmilch, 2000:140; Zikmund & Babin, 2013:373). A 5% level of

significance (a = 0.05) was chosen for the current study.

The accuracy of the significance test can be specified by using a confidence interval
(Bradley, 2013:325). A confidence interval of either 0.95 or 0.99 is generally acceptable. A
confidence interval of 0.99 indicates that there is only one chance in 100 that the true null
hypothesis will be rejected. In other words, the researcher can be 99% confident that the
true null hypothesis will not be rejected (Bradley, 2013:325). In the case of a 0.95
confidence interval, the level of significance is 0.05 (Diamantopoulos & Schlegelmilch,
2000:148). Similarly, when the confidence interval is 0.99, the level of significance is 0.01
(Paret, 2012). A 0.95 confidence interval was chosen for the current study.

The probability value (p-value) is compared to the significance level (a) to determine
whether to reject the null hypothesis (Cooper & Schindler, 2014:438). Probability values
are explained below.

) Probability values (p-value)

The probability value (p-value) indicates the probability that the null hypothesis is true
(Paret, 2012; Zikmund & Babin, 2013:373). Malhotra (2009:490) mentions that the p-value
is “the probability of observing a value of the test statistic as extreme as, or more extreme
than, the value actually observed, assuming Hany is true”. As the probability that the result
occurred by chance (i.e.: due to sampling error) decreases, the p-value also decreases
(McDaniel & Gates, 2013:503).

To determine whether to ‘reject’ or ‘not reject’ the null hypothesis, the p-value is compared
to a, the significance value (Cooper & Schindler, 2014:439). If the p-value is less than or
equal to the significance level, the test result is significant and the null hypothesis is

rejected. If the p-value is greater than the significance level, the null hypothesis can not be
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rejected, and the result is non-significant (Cooper & Schindler, 2014:439; Diamantopoulos
& Schlegelmilch, 2000:139; Zikmund & Babin, 2013:373). The above can be summarised

as follows:

Reject Hquny if the p-value is less than or equal to the level of significance (p-value is < )

Do not reject Hnu if the p-value is greater than the level of significance (p-value is > a).
The lower the p-value, the stronger the evidence to reject the null hypothesis

(Diamantopoulos & Schlegelmilch, 2010:146). Albright, Winston and Zappe (2009:503)
suggest the following guidelines to interpret the significance of results:

Table 4.8: Guidelines to interpret significance

p-value Significance
p-value > 0.1 weak or no significance
p-value < 0.1 weak to moderate evidence of significance
p-value < 0.05 strong evidence of significance
p-value < 0.01 convincing evidence of significance
p <0.001 overwhelming evidence of significance

If the test result is significant, it must be established whether the result is only statistically

significant or whether the result in fact has practical significance.

Il) Statistical significance

A hypothesis is accepted or rejected based on information gathered from the sample that
was tested. The sample will likely vary from the population, thus researchers must
determine whether or not the differences are statistically significant (Cooper & Schindler,
2014:430). Whether the hypothesis can be rejected depends on whether a significant
difference exists between the findings from the sample and the possible findings from a
census (Bradley, 2013:324). Once statistical significance has been determined, the
researcher has to determine whether the result is meaningful from a managerial point of
view. Therefore results that are statistically significant are not necessarily of any practical
significance (Cooper & Schindler, 2014:431).
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[II) Power of the test

The power of a test determines the probability that the null hypothesis is rejected when it
should be (Kline, 2011:34; Malhotra, 2009:489). Thus the number of cases must be large
enough to allow for enough statistical power to estimate all of the parameters in a SEM
model. Parameters represent the anticipated relationship paths that will be tested
(Hair et al., 2014:574-575). Since SEM is a large-sample technique (Byrne, 2010:329;
Thomson, 2000:272), to determine the sample size required for SEM, the ‘rule-of-thumb’
states that there should be approximately 10 times as many cases as there are
parameters that need to be estimated (Schreiber, 2008:85). N; = 1,025 observed cases
were realised for the switching intention sample, and the switching model has 46
parameters to be estimated. Therefore the number of cases is large enough
(46 x 10 = 460; 460 < 1,025). Since 460 is much less than 1,025, the tests will have
sufficient statistical power. Regarding the switching behaviour sample, due to the low

number of observed cases (N, = 135), statistical power is of concern.

To derive a result for the hypothesis test, a comparison is made between the level of

significance and the probability value.

4.7.2.3 Rejection or non-rejection of the null hypothesis

To determine whether the null hypothesis should be rejected, the probability value
(p-value) and the significance level (a) are compared (Cooper & Schindler, 2014:439). If
the p-value < a, reject Hpnuy (Malhotra, 2009:491). If the p-value > a; do not reject Hgun
(Malhotra, 2009:517). The alpha-level was set at a = 0.05 for the study.

Lastly, the hypothesis test results are interpreted.

4.7.2.4 Drawing conclusions

The final step in the hypothesis testing procedure is to draw conclusions from the test

results and express the statistical decision in terms of the marketing research problem.

-152 -

© University of Pretoria



Faculty of Economic and

Management Sciences

The ensuing section describes the various multivariate data analysis techniques used to
analyse the data. The section begins with exploratory factor analysis, and concludes with
structural equation modeling (SEM).

4.7.3 Phase 6.3: Multivariate data analysis

Multivariate analysis refers to statistical techniques that analyse more than two variables
simultaneously (Boslaugh, 2013:112; Hair et al.,, 2014:4). Multivariate data analysis
techniques are classified into dependence and interdependence techniques (Hair et al.,
2014:11). Dependence techniques have a dependent variable explained or predicted by a
set of independent variables, for example, multiple regression or structural equation
modeling (SEM). Interdependence techniques do not define a single variable as being
either dependent or independent, but instead simultaneously analyse all of the variables,
for example, factor analysis (Hair et al., 2014:14). Factor analysis, an interdependence
technique, is first explained, followed by two dependence techniques, namely multiple

regression and structural equation modelling (SEM).

4.7.3.1 Exploratory factor analysis

Factor analysis is a multivariate interdependence technique with the main purpose of data
reduction (Boslaugh, 2013:291; Mooi & Sarstedt, 2011:202; Pallant, 2011:181; Zikmund et
al.,, 2009:593). Mooi and Sarstedt (2011:202) explain that factor analysis “identifies
unobserved variables (factors) that explain patterns of correlations within a set of observed

variables.”

Before further explaining factor analysis, a slight digression is needed to clarify the terms
‘observed variables’ and ‘unobserved variables’. Each individual item on the measurement
scale for which data were collected is an observed variable, also known as manifest
variables, indicator variables or measured variables (Byrne, 2010:4; Hair et al., 2014:544;
Kline, 2011:8; Schreiber, 2008:84). For the remainder of the discussion, the term ‘manifest
variable’ will be used. Unobserved variables are the constructs that are measured. Each

construct is measured using a measurement scale, which in essence is a combination of
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manifest variables. Constructs are ‘unobserved’ because they can not be measured
directly, and are thus measured using a combination of manifest variables (Byrne, 2010:4;
Hair et al., 2014:544; Kline, 2011:8). Unobserved variables are also known as ‘latent
variables’ (Schreiber, 2008:83), which is the term that will be used for the remainder of the

discussion.

Thus, using the above terms, factor analysis is able to identify relationship patterns
between a set of manifest variables and statistically group the manifest variables into a
smaller set of latent variables (factors/components) based on component intercorrelations,
with a minimal loss of information (Hair et al., 2014:16; Pallant, 2011:181; Zikmund et al.,
2009:593). The intention is to identify the least amount of factors that explain the most
variance (change) or covariation among a large number of manifest variables (Byrne,
2010:5; Mooi & Sarstedt, 2011:202; Zikmund et al., 2009:595). Factor analysis is thus

useful to develop and refine measurement scales (Pallant, 2011:181).

Factor analysis, also known as exploratory factor analysis (EFA) is used to gather
information regarding interrelationships about variables when the interrelationships are
unknown (Zikmund et al., 2009:593). As the name implies, EFA is used to explore the
data. In EFA, the manifest variables are not assigned to a particular latent variable (Byrne,
2010:5). Thus EFA is used to explore unknown relationships between latent and manifest
variables, and is able to determine how the factors (constructs/latent variables) are
correlated (linked) and how strong the correlations are by considering the factor loadings
(Byrne, 2010:5; Hair et al., 2014:602-603). Furthermore, the data provides the researcher
with the suggested number of factors, as derived from the statistical results, and not from
theory (Hair et al., 2014:603).

To conduct an EFA, the following steps are generally followed (Hair et al., 2014:95; Mooi &
Sarstedt, 2011:206; Pallant (2011:182):
Determine the data suitability for EFA,

Choose the method of factor extraction,

Determine the number of factors,

Rotate the factors, and
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¢ Interpret the factors.

The steps followed to conduct an EFA are discussed in the ensuing paragraphs.

Step 1: Determine the data suitability for EFA

To determine data suitability, the sample size and item intercorrelation strength are first
examined (Pallant, 2011:182). Regarding sample size, generally, the larger the sample
size, the more reliable the results (Boslaugh, 2013:299). Hair et al. (2014:100) suggest a
minimum sample size of 100 cases. Apart from sample size, the ratio of participants to
items should also be considered (Pallant, 2011:183). A suggested rule-of-thumb is that
there should be ten times as many observations as the number of variables to be analysed
(Boslaugh, 2013:299; Hair et al., 2014:100; Mooi & Sarstedt, 2011:207).

Once the sample size is deemed adequate, the item intercorrelations are assessed to
determine whether there are any correlations present by inspecting the correlation
coefficients, Bartlett's (1954) test of sphericity and The Kaiser-Meyer-Olkin measure of

sampling adequacy.

The strength of association between two variables is indicated by the correlation
coefficient (Hair et al., 2014:152-153). The correlation coefficient ranges
between -1 and +1 (Mooi & Sarstedt, 2011:89). The sign indicates the direction of the
relationship. A negative sign indicates that as one variable increases, the other decreases,
while a positive sign indicates that as one variable increases, the other also increases. A
correlation coefficient of 0.3 indicates a weak relationship. Ideally the relationship strength
should be 0.5 or greater (Mooi & Sarstedt, 2011:89; Tabachnick & Fidell, 2013:619).
Should the assessment indicate that all of the correlations are low or equal, conducting an
EFA should be reconsidered (Hair et al., 2014:101). Therefore, in order for factor analysis
to be conducted, a visual inspection of the correlation matrix should reveal inter-item
correlations greater than 0.3 (Hair et al., 2014:101; Mooi & Sarstedt, 2011:207).

Bartlett's (1954) test of sphericity indicates whether statistically significant correlations
exist between (at least some of) the variables in the correlation matrix (Hair et al.,
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2014:102; Pallant, 2011:183). The Bartlett’'s test of sphericity should be significant
(p < 0.05) (Mooi & Sarstedt, 2011:217).

The Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy (MSA) (Kaiser, 1970,
1974) is a third measure used to evaluate item intercorrelation strength (Hair et al.,
2014:102; Mooi & Sarstedt, 2011:207; Pallant, 2011:183). The KMO index ranges from
0 to 1. The closer the KMO is to 1, the higher the correlation (Hair et al., 2014:102; Mooi &
Sarstedt, 2011:207). Table 4.9 summarises the thresholds for the KMO index (Hair et al.,
2014:102; Mooi & Sarstedt, 2011:207).

Table 4.9: Kaiser-Meyer-Olkin (KMO) thresholds

KMO/MSA value Adequacy of the correlations
Below 0.50 Unacceptable
0.50-0.59 Miserable
0.60-0.69 Mediocre
0.70-0.79 Middling
0.80-0.89 Meritorious
0.90 and higher Marvelous

Source: adapted from Hair et al. (2014:102) and Mooi & Sarstedt (2011:208).

The minimum suggested threshold for the KMO is 0.60 (Tabachnick & Fidell, 2013:620).
Mooi and Sarstedt (2011:207) suggest that the KMO statistic should be the deciding factor
as to whether the data are suitable for further analysis. Hair et al. (2014:102) suggest that
individual variables should be examined and all variables in the “unacceptable” range

should be deleted before factor analysis can continue.

Factor analysis assumes that variables are correlated, which thereby implies that the
variables have a linear relationship (Pallant, 2011:187). Thus it is important to confirm the
aforementioned assumption. Therefore the assumption of linearity is investigated before
conducting factor analysis. Since compiling scatterplots for the interrelationships between
all of the variables would be a lengthy process, Tabacknick and Fidell (2013:84) suggest
randomly checking a few relationships. Should the relationships be linear, the likelihood
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that the other relationships are linear is high, since the sample size assumption was met
(Pallant, 2011:187). However, should any scatterplots show irregularities, further

investigation is required.

Outliers are observations that are very different from the rest of the data being analysed
(Boslaugh, 2013:96). Therefore outliers should be identified and possibly removed before
further analysis.

Step 2: Choose the method of factor extraction

Factor extraction intends to discover the smallest number of factors that can represent the
interrelationships among variables (Pallant, 2011:183). The underlying factors are
extracted (identified) using a variety of approaches, for example, principal components
analysis; principal axis factoring; image factoring; maximum likelihood factoring; alpha
factoring; unweighted least squares; and generalised least squares (Mooi & Sarstedt,
2011:212; Pallant, 2011:183). Principal axis factoring (PAF), also called common factor
analysis (Mooi & Sarstedt, 2011:211) was used in the current study for factor extraction.
PAF is used when there is little knowledge regarding unique as well as common variance
of each variable (Hair et al., 2014:105-106; Mooi & Sarstedt, 2011:202). PAF is most
appropriate to identify underlying factors that indicate communalities between variables
(Mooi & Sarstedt, 2011:202). PAF is also preferable when the assumption of multivariate
normality is violated (Costello & Osborne, 2005:2).

Step 3: Determine the number of factors

A variety of techniques are available to aid the decision regarding the number of factors to
retain (Pallant, 2011:184). Kaiser’s criterion and the scree test are two popular methods
which were implemented in the current study (Pallant, 2011:184). Kaiser’s criterion, also
known as the eigenvalue rule or the Guttman-Kaiser criterion, suggests that only factors
with an eigenvalue greater than or equal to 1.0 should be further investigated (Boslaugh,
2013:293; Mooi & Sarstedt, 2011:212; Pallant, 2011:184). A factor’s eigenvalue represents
the total variance explained by that factor (Mooi & Sarstedt, 2011:209; Pallant, 2011:184;
Zikmund et al., 2009:594).
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Catell’'s scree test (Catell 1966) uses a visual approach to determine which factors to
retain (Boslaugh, 2013:293; Pallant, 2011:184). The scree test plots each factor’s
eigenvalue on a graph (Boslaugh, 2013:293; Pallant, 2011:184). The eigenvalue is plotted
on the y-axis and the factor that is associated with the eigenvalue is plotted on the x-axis
(Mooi & Sarstedt, 2011:213). The scree plot typically indicates a distinct ‘elbow’ or break.
All the factors above the elbow should be retained, as these factors explain most of the
variance in the data (Boslaugh, 2013:293; Mooi & Sarstedt, 2011:213; Pallant, 2011:184).
In cases where the elbow is not clear, the Kaiser criterion can be used to make the

decision as to how many factors to retain (Mooi & Sarstedt, 2011:213).

Finally, researchers use their discretion to decide how many factors to use to best
describe the underlying relationships (Pallant, 2011:183). Ideally the factors should explain
50% to 75% of the total variance (Mooi & Sarstedt, 2011:213).

Step 4: Factor rotation

The purpose of factor rotation to simplify factor analysis in order to ease identification of
variables that load on to factors (Mooi & Sarstedt, 2011:213-214; Zikmund et al.,
2009:594). Rotation does not change the underlying meaning. On the contrary, the
purpose of rotation is to facilitate interpretation by simplifying the factor matrix’s rows and
columns (Hair et al., 2014:110). Two rotation approaches are orthogonal and oblique
rotation. Orthogonal rotation requires the assumption that the underlying constructs are
uncorrelated, whereas obliqgue rotation allows for factors to be correlated (Pallant,
2011:185). Each rotation approach uses a variety of techniques. Orthogonal rotation can
be conducted using Varimax, Quartimax or Equamax rotation, while oblique rotation can
be conducted using Promax or Direct Quartimin Oblique rotation (Hair et al., 2014:113-
114; Mooi & Sarstedt, 2011:215; Pallant, 2011:185). Varimax is the most commonly used
orthogonal rotation procedure. Varimax rotation intends to simplify the columns of the
factor matrix (Hair et al., 2014:113). Direct Quartimin Oblique rotation is the most
commonly used oblique rotation technique (Mooi & Sarstedt, 2011:215). Oblique rotation,
specifically Direct Quartimin Oblique rotation with Kaiser Normalisation, was used in the

study to allow the factors to correlate (Costello & Osborne, 2005:3).
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Step 5: Interpret the factors

After rotation, the factors are interpreted by considering the factor loadings. Factor
loadings indicate the strength of the correlations between the manifest variables and the
latent constructs (Boslaugh, 2013:292; Byrne, 2010:5-6; Zikmund et al., 2009:594). If
factors are correlated, it is said that they “load” onto one another (Zikmund et al.,
2009:593).

To interpret the EFA results, whether PCA or PAF were conducted, the factor loadings are
examined to determine which variables correlate strongly to each factor (Mooi & Sarstedt,
2011:213-214). Factor loadings should be at least 0.4 (Hair et al., 2014:136). Factor
loadings greater than 0.7 are the objective of a factor analysis, since such high loadings
indicate a well-defined structure (Hair et al., 2014:136). By considering the highest factor
loadings, each variable is assigned to a factor. Once all the variables have been assigned
to a factor, the researcher considers the meaning of the “set of variables” and names the
factor (Mooi & Sarstedt, 2011:213-214). After the EFA, reliability and validity of the

measurement scale are assessed (see Section 4.5.3).

One of the main research objectives was to develop a switching intention model and linked
to that, to investigate interrelationships between the switching antecedents in the model.
The use of multivariate data analysis was best-suited to examine the research objectives,
since multivariate techniques analyse three or more variables in an attempt to identify
relationships between the variables (Bradley, 2013:320). Multivariate analysis methods
such as multiple regression, multivariate analysis of variance (MANOVA) and factor
analysis are able to examine only one relationship at a time, using a limited number of
variables (Hair et al., 2014:541). However, a more complex multivariate technique, namely
SEM, is a single comprehensive technique that is able to examine a set of interrelated
variables and a series of dependence relationships simultaneously (Hair et al., 2014:542).
SEM is an extension of multivariate analysis techniques, but in particular, an extension of
factor analysis and multiple regression analysis (Hair et al., 2014:542). The next section

focuses on SEM.
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4.7.3.2 Structural equation modeling (SEM)

SEM is a multivariate data analysis t