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Abstract

Although technology evolves over the year, people take it longer to accept it. The invention
of touch screen mobiles or smart phones has now become a need of the hour, simultaneously
lowering the demand for keypad mobiles. Our research investigates these switching
intentions among people due to the adoption of the new technology. Customer defection is
happens when people give up one service provider for another in order to get equipped with
the latest gadgets. Survey research method was employed. Questionnaires were distributed
among cellular phone users in Bahawalpur. Valid questionnaires (n=170) were filled and
returned. Regression analysis was used to analyze the data. PEOU and PU are directly related
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which has a positive relationship with switching intentions. Also, switching costs and
customer loyalty are positively associated. Overall, this research explains that perceived
usefulness play a major role in determining customer’s switching intentions and that the
companies should increase their switching costs to enhance customer loyalty.
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1. Introduction

Firm managers' understanding of their customers is essential to stop them from switching to
another brand or company. According to Dibb and Meadows (2001), relationship marketing
has been one of the best approaches that are probable to meet with a lot of interest with
respect to switching behavior. When customers abandon one service provider for another it
means customer switching or swapping (Garland, 2002). Complete or fractional
understanding can exist as explained by Stewart, 1998; Colgate and Hedge, 2001. In
complete switching, customers shut all their businesses and accounts and move entirely too
some other service provider, (Bolton and Bronkhorst, 1995; Boote, 1998), it is easy to detect.
However, on the other hand Partial defection is understood to be partial loss in customer’s
business and is difficult to point out than total defection (Siddiqui, 2011).

Switching costs as an exit barrier plays a part in the buyer seller relation and it is because of
this that customers take into account the switching costs(Weiss and Anderson, 1992; Smith,
1998; Jones et al., 2000), (Jackson, 1985). Many researches focus on the effect of switching
costs on customer loyalty in the telecommunication sector (Caruana, 2004; Hu and Hwang,
2006).

For instance, the new price of a cell phone, the buying, the violation penalty etc. will be the
switching costs for cell phone users. Therefore, switching costs are costs that prevent
customers from buying competing brands in the market. Customer retention is said to be
related to higher revenue and lower costs and is a vital element for almost every service
provider (Reichheld, 1993; Reichheld and Sasser, 1990).

According to Jones and Sasser (1995) customer switching costs would change in different
sectors of the industry. As with the automobile industry, customers will have low switching
costs if products or services can be offered by many suppliers.

However, if services or products are only managed by a few suppliers, for example in the
airlines, switching costs for customers would be high.

Intentions are affected by attitudes, perceived control on behavior and subjective norms
(Ajzen, 1991). Those who have negligible problems with their service providers, rarely show
Switching behavior. Also that, definitive problems are less often the cause of switching as
compared to indefinite problem (Zeithaml, Berry & Parasuraman, 1996).

The variables under discussion are perceived ease of use, perceived usefulness, switching
intentions, switching costs and customer loyalty, where perceived risks is acting as a
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moderator in this article.

Perceived ease of Use is the understanding that a technology is easy to use, while perceived
usefulness is the person’s belief about the improvement in performance with the use of a
technology (Davis, 1989).This study also investigates perceived ease of use and perceived
usefulness and their respective effects on switching intentions.

Perceived risks can be one of the many causes of customer purchase intention in spite of
switching cost being the only cause. The idea of perceived risks points out that customers
psychology feel uncertain when they cannot foresee the result of a purchase and it acts as a
moderator between switching costs and customer loyalty in our study.

Customer loyalty is a strong devotion to purchase and patronize a favored product/service
again and again, despite extraneous efforts to cause switching behavior (Oliver, 1997). Our
study will also show an effect of switching costs on customer loyalty.

2. Literature Review
2.1 Switching Intentions

Customer defection occurs when customers switch between service providers in the service
environment (Garland, 2002). It can be total or partial (Stewart, 1998; Colgate and Hedge,
2001). Total defection is normally easily pointed out due to their magnitude. While partial
defection is defined as a portion loss of a customer’s business and is more difficult to point
out than total defection (Siddiqui, 2011).

From a customer satisfaction outlook; estimates tell that of all defecting customers, 35
percent owing to “uncontrollable external factors”; rest of the defections is caused by
“controllable internal factors” relating to the organization’s customer relations.

Price, product problems, low service quality, problem resolution, merger and
location/expediency are listed as controllable factors (Trubik and Smith, 2000). Customers
can be retained by better policies for these factors. Purposes are themselves shaped by
attitudes, subjective standards and apparent interactive control (Ajzen, 1991). The three
elements of behavioral intents are each based on an underlying belief structure: behavioral,
normative, and control beliefs. In their particular masses, behavioral beliefs produce a
favorable or unfavorable attitude toward the behavior; normative beliefs result in a perceived
social pressure or subjective norm; and control beliefs give rise to perceived behavioral
control with regard to performing the behavior.

Although, relationship quality is an important driver of switching intentions, but switching
costs and attractiveness of switching are its significant determinants (Wieringa and Verhoef,
2007).

2.2 Perceived Ease of Use and Perceived Usefulness

The two most important factors in explaining technology are the perceived ease of use
(PEOU) and perceived usefulness (PU). The interpretation that a specific system or
technology is easy to use is termed as Perceived ease of Use, while perceived usefulness is
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the extent to which a person believes that using a technology will improve his or her
performance level (Davis, 1989; Rizwan et al., 2013).

A\ Macrothll'lk Journal of Public Administration and Governance

Venkatesh & Davis, (2000) examined the importance and wide application of both in
technology-driven contexts. Therefore, our study also shows the effect of perceived ease of
use and perceived usefulness on switching intentions (Ching-Fu Chen and Wei-Hsiang Chao,
2008).

H1: There is a positive association between perceived ease of use and perceived usefulness.
H2: There is a positive association between perceived usefulness and switching intentions.
2.3 Switching costs

A cost used in changing supplier which describes different financial and non-financial costs is
known as switching cost (Matthews and Murray, 2007). It is measured from the cost which is
derived from switching to another provider (Lee and Cunningham, 2001).

First time cost faced by the buyer when switching from one supplier product to another Porter
(1980, p. 10). Switching costs can be defined as the additional costs required dismissing the
current relationship and acquiring an alternative. Switching costs, however, may comprise
psychological and emotional costs (Keaveney, 1995). Psychological exit barrier cost occurs
when individual understanding and trust have been built up over a period of time between the
service provider and the customer.

The relationships between switching costs and customers’ switching intentions have been
investigated by researchers. Customers usually avoid changing service provider if the
switching cost is high Fornell (1992). Usually customers get disappointed from not leaving
the current organization due to high perceived risk they have to face in switching (Lees et al.,
2007). Therefore, dissatisfied customers remain stick to their current organization because of
high switching cost Gronhaug and Gilly (1991).

H3: There is a negative association between switching costs and switching intentions.
2.4 Customer loyalty

A commitment to buy or purchase a product regularly in future from a particular organization
is said to be customer loyalty (Oliver, 1999, p. 34). A feeling of liking for a company’s people,
products, or services is known as customer loyalty Jones and Sasser (1995, p. 94). There are
two meanings of Customer loyalty: long-term and the short-term loyalty (Jones & Sasser,
1995).

True loyalty only exists when repeat patronage coexists with a high relative attitude.
Customers with the high commitment do not switch to other services or product easily while
the customers with low commitment easily switch to other product when offered better
alternative. As the study focuses on long-term loyalty that establishing a relationship with
customers is beneficial for service providers. The mobile service market is highly saturated
and profit margins are stagnant in Taiwan. Therefore, retaining existing customers than
recruiting new ones is better (Ahmad & Buttle, 2002; Fornell, 1992). An effect of customer
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loyalty on switching intentions has also been shown in the Studies. Furthermore, Burnham et
al. (2003) stated that switching costs generates passive loyalty. To retain a customer it is
beneficial for service provider to establish good relationship with a customer that results in a
long-term loyalty (Rizwan et al., 2013).

H4: There is a negative association between customer loyalty and switching intentions.

As mentioned in the past studies, switching costs are positively associated with the customer
loyalty in telecommunication sector (Hu and Hwang, 2006; Ibanez et al., 2005; Caruana,
2004). Customers will have the high willingness to repatronate and bear the dissatisfaction
response when they have high switching costs toward the technology. That is, switching costs
are positively associated with customer loyalty.

H5: There is a positive association between switching costs and customer loyalty.
2.5 Perceived Risks

The concept of perceived risks denotes that the customers who cannot forecast the outcome
of a purchase decision are having a feeling of psychological ambiguity (Bauer, 1960). It was
founded by Cox (1967) that the customers’ ambiguity about goal satisfaction are affected by
perceived risks and supposed that the customers cannot be satisfied once the product or
services have been purchased. Due to the institutional trust and economic incentives
perceived risks can be reduced, Salam et al. (2003).0Obviously, perceived risks are negatively
associated with trust. Carter et al. (2009) used trust as a moderator; he demonstrates that the
trust is high when the relationship between switching costs and customer loyalty is stronger.

Customer having no transactional experiences or have suffered negative experience in past
perceives high risks and usually are new or dissatisfied customers. That is the only reason:
their customers’ switching cost is low. Therefore, customers facing lower risk perception will
purchase again and again and their switching costs can be great. As a result, customer loyalty
will also be high.

In addition to this, customers will purchase less that are having high perceived risks. These
types of customers are always unwilling to make a relationship even though they have high
switching costs. Therefore, the association between switching costs and customer loyalty is
affected by perceived risks.

This study shows that how perceived risks affect switching costs and customer loyalty acting
as a moderator.

H6: The association of switching costs and customer loyalty will be moderated by
perceived risks.

H6a. For customers with low perceived risks, Switching costs are positively associated with
customer loyalty.

H6b. For customers with high perceived risks, Switching costs are negatively associated with
customer loyalty.
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3. Research Methodology

The current research is descriptive in its nature. Describing something, some occurrence or
any specific situation is termed as descriptive research. Also, descriptive researches are those
researches that depict the current situation instead of inferring and making conclusions
(Creswell, 1994). Confirmation of the established hypotheses that reveal the existing
situation is the basic objective of descriptive research. It provides information about the
present conditions and concentrates on the past and current for instance value of life in a
society or customer outlooks towards any marketing pursuit (Kumar, 2005).

3.1. Sample/Data

A sample of 170 respondents will ask to participate in a self-administered questionnaire, in
order to collect the data for understanding the situation about acceptance of touch screen
mobile. The population for the current research is mobile users in Bahawalpur/Pakistan.

The current study uses a non-probability sampling technique that is convenience sampling. A
sampling technique that collects the significant information from the conveniently available
sample study is known as convenience sampling (Zikmund, 1997). This type of sampling is
normally helps in collecting large number of completed surveys speedily and with economy
(Lym et al., 2010).

3.2 Instrument and Measures

The survey instrument of the current study address two major purposes: First is to analyze the
relationship of different variables in the adoption of touch screen mobile. Second, to collect
information about the different characteristics of the respondents that can be used to
understand the variations in different categories.

The survey instrument contains two sections. Section 1 includes different personal and
demographic variables. This section will obtain the respondent’s information about gender,
age, income, education and status. Section 2 includes the latent variables that are important in
the current study. These variables includes perceived usefulness, perceived ease of use,
switching intentions, switching cost, customer loyalty and perceive risk. This section of the
study is developed based on the past literature and already used questionnaires (Table 1).

The scales of the study were adopted from the previous literature and published studies. The
first three variables of the study were perceived ease of use, perceived usefulness and
switching intentions. Perceived ease of use has six items, perceived usefulness and switching
intentions have 3 items and were taken from Ching-Fu Chen and Wei-Hsiang Chao (2010).
The next variables are switching cost, customer loyalty and perceived risk having three items
taken from Gurjeet Kaur, R.D sharma and Neha  Mahajan (2011), Yung-Shen Yen (2010).

3.3. Procedure

The questionnaire was distributed among 170 respondents in Bahawalpur. These respondents
are selected based on the criteria above mentioned. Before giving the questionnaire, the
purpose of study and questions were explained to the respondents so they can easily fill the
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questionnaire with relevant responses.

After collecting the completed questionnaires, these questionnaires were coded and entered
into SPSS sheet for further analysis.

3.4. Reliability Analysis

All the variables of our questionnaire were reliable as their Cronbach Alpha values were more
than acceptable and recommended value 0.50 by Nunnally (1970) and 0.60 by Moss et al.
(1998). This shows that all the 27 items were reliable and valid to measure the opinions of
consumers towards switching intentions.

Table 1: Reliability of Measurements Instrument

Scales Items Cronbach Alpha
Perceived Ease of Use 6 0.871
Perceived Usefulness 3 0.752
Switching Intentions 3 0.758
Switching Cost 5 0.569
Customer Loyalty 5 0.801
Perceived Risk 5 0.734

4. Results and Analysis
4.1. Profile of the Respondents

Personal and demographic information such as gender, age, education level and status are
presented in the following table (Table 3).
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Table 2: Profile of the Respondents

Category Frequency Percentage
Variable
Gender Male 90 52.9
Female 80 471
Age Below 20 years 66 38.8
20-30 years 101 59.4
30-40 years 1 0.6
Above 40 years 2 1.2
Education Matriculation 3 1.8
Inter 24 14.1
Bachelor 125 73.5
Master 9 5.3
MS/M. Phil 8 4.7
PhD 1 0.6
Status Student 162 95.3
Employed 5 2.9
Businessman 2 1.2
Unemployed 0 0
Housewife 1 0.6

5. Hypothesis Testing

5.1 Perceived usefulness and Perceived Ease of use

According to the results of the study, perceived ease of use has a significant, positive effect

on perceived usefulness (p=0.650, p <0.01). That means the

Perceived ease of use contributes more than 65% toward perceived usefulness. The
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regression validates the H1.
5.2 Perceived usefulness and switching intentions

The regression results of the study confirm the significant positive relationship between
Perceived usefulness and Switching Intention with (=0.561) and (p < 0.01). According to
these results, Perceived usefulness contributes more than 56% to Switching Intentions. These
results of the study validate H2.

5.3 Switching costs and Switching Intentions

The results of the current study shows no significant relationship between these two variables
with (f=0.127) and (p > 0.05). Based on these results, we reject H3 and conclude that the
study did not find significant relationship switching costs with switching intentions.

5.4 Customer loyalty and Switching Intentions

Regression Analysis of the switching intention model shows that there is no significant
relationship between customer loyalty and Switching Intentions (f=-0.141) and (p > 0.01).
The results suggest that there is a negative, insignificant between the two variables.

5.5 Switching cost and Customer loyalty

Linear regression is used in this study to observe the relationship between switching costs and
customer loyalty. Customer loyalty is a dependent variable where as switching cost is an
independent variable. The results shows that switching costs are positively associated with
customer loyalty ((f=0.355) and (p <0.01). Hence, H5 is supported.

5.6 Perceived risks as a moderator

Regression analysis of the study does not confirm the moderation of perceived risk between
the relationship of switching cost and customer loyalty. The impact of switching cost and
perceived risk were significant (Beta=0.327 and sig=0.003 and Beta=0.248 and sig=0.002
respectively) on customer loyalty but the interaction term (switching cost x perceived risk)
was not significant with B=0.028 and sig=0.77. The absence of interaction was also
confirmed by seeing the value of R? change. The R? change was also insignificant with
significance value is greater than 0.05.
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Table 3: Regression Results

Hypothes | Model Variables Estimate | S.E. C.R. P Results
IS
H1 PU «——PEOU | 0.647 0.133 11.076 | 0.000 | supported
H2 SI «—PU 0.561 0.066 8.467 | 0.000 | Supported
H3 SI «—SC 0.166 0.100 1.661 | 0.099 | Not supported
H4 CL +—SI -0.466 0.077 -1.844 | 0.077 | Not supported
H5 CL «—SC -0.141 .095 4,918 | 0.000 | supported

R’ = 0.374

Perceived

B = 0561 1 _ g
Usefulness R 0.346

R' = 0.258

Customer
Loyalty

B =-0.466

- Switching
p-064 Intentions
p=0.166
= ¥
Switching Cost f=0028
Perceived Risk

Perceived Ease
of Use

Figure 1: Structural Model Results
6. Discussion

The basic aim of our research has been to investigate the switching intentions among the
customers from keypad to Touch screen mobiles. Current study formulated a model to
include switching intentions as an antecedent to perceived usefulness. The results obtained
from the analysis permitted us to verify the established hypotheses and to understand the
relationship between different variables of our research model. Now individually we discuss
these findings and their implications in the following.

Perceived usefulness is a major criterion for the customers to select Touch screen Mobiles as
many believe it to enhance their performance especially in developing city like Bahawalpur.
PEOU and PU are almost always together that is one depends on the other, thereby producing
a bundle of advantages and benefits for the customers using it.

The higher the perceived usefulness the greater will be the switching intentions of the people
for a particular technology/system in this case the touch screen mobiles. We also found that
higher the switching cost higher will be the customer loyalty, meaning that people will tend to
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stay at their current technology that is keypad mobiles as Bahawalpur is not a very well off
city and factors economics come in play. This also explains why greater switching cost tends
to decrease switching intentions as well. Switching cost in telecommunication is not as
important because of many promotional offers and special discounts by mobile companies.
Also, the perceived risk is low since mobile companies are well known to customers and the
cost of phones is moderated and same for all customers.

The ability of the touch screen mobile to satisfy the ever increasing needs of the customer is
being fulfilled to some extent .the switching cost being higher for the costumer make it
difficult for them to defect from one brand to another. As the population of our city is not
very large and this survey is also conducted on a small scale, the results could be more
fruitful if done on a mass level providing us with exceptional results about the intentions to
switch.

Also there is a need for awareness among all the age groups. As older people tend to use
keypad mobiles more as compared to the younger generation, it is difficult for many to use
the new system / technology, as it needs sufficient time and knowledge to learn using the
touch screen mobiles.

Another fact that comes onto surface is that customer loyalty is quite high even if the people
are dissatisfied as they consider that the cost of using touch screen mobiles would be higher
than their dissatisfaction level. We can say that although there is willingness to accept the
usefulness of the new technology, the higher switching costs make people to remain loyal to
their current services and thus, intentions to move to other service providers are also low.
These reasons and arguments prove the strong relationship between customer loyalty and
switching intentions.

7. Limitations and Future Research

The current study has some limitations including a smaller sample size. It could have been
larger in order to get more responses from the population and made our research more
concrete. Also, only the people in Bahawalpur have been targeted where majority of the
respondents were University students. We could have extended our study to various areas and
regions. Our research examines the switching intentions among the people but only a
particular segment of the total population has been targeted.
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