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A Study on the User Satisfaction and Switching Intentions of
Bundle Services in Telecommunication Market:
Focusing on Perceived Values and Switching Costs
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ABSTRACT

As the bundle service market has become very important in Korean telecommunication market, there is a
concern that bundle service users may be locked in. This study aims to propose and empirically analyze a
research model examining the user lock-in of bundle services from a perspective of perceived value, satisfaction,
switching costs, and switching intentions. Perceived value is conceptualized as a monetary, functional,
convenience and social value from a multi-dimensional construct perspective. The result of impact for each
dimension of perceived value on users’ satisfaction is that only monetary and functional value positively
influence on satisfaction. We define switching costs as a combination of transaction cost, contractual cost, search

cost, learning cost and psychological cost and contractual cost, search cost, and psychological cost are significant
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among five sub-factors of switching cost. Switching intention decreases with higher satisfaction, less attractive

alternatives, and higher switching costs. Also, the number of mobile lines combined in bundle is identified as a

major factor which affects user lock-in by increasing the probability of not to switch a service provider. This

study is the first empirical study to examine user lock-in of bundle services incorporating users’ perceived value,

satisfaction, switching costs and switching intentions.
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Table 2. Descriptive statistics of respondent characteristics

Variables Frequency Percent(%)
Male 571 52.3
Gender
Female 520 47.7
20~29 197 18.1
30~39 323 29.6
Age
40~49 334 30.6
50~59 237 21.7
Master’s degree or above 138 12.6
Education level Bachelor’s degree 784 71.9
High school 169 15.5
1 78 7.1
2 152 13.9
Family members 3 296 27.1
4 443 40.6
5 122 11.2
SKT/SKBB 286 26.2
KT 433 39.7
Telecom company
LGU+ 179 16.4
CATV 193 17.7
<1 year 272 24.9
Years using bundle 1-3 years 439 402
service 3 years < 350 3.1
don’t know 30 2.8

Afres 1= A8l S5 S T3k
% 1,350 353l o] F BAAH S AlA
slo] FEAE 1,001715 EX o) ol gslict St
o] EAS Avwd FA 5719(52.3%), ©I4 5209
47.7%)°1, A=the 30tH(29.6%) 2}t 40tH(30.6%)
2 n|Fo] Erh AFAAFS - 7=l 7k
LS 2 o]FolA] AFAE 7S AAs = ol A
tiFoz Agte] AL 10t B FAtelA Al9lsks
o} 71 TAYD S 42(40.6%)°] 7 Eow dA)
ol T AFAFS] /I 17 1d &3 31 o))
7} 402% % 7P Eoh BAAPEEE KT(39.7%)7F
7B @3 SKT/SKHETHI=(262%), CATV
(17.7%), LGU+ (16.4%) <olt} (& 2 #=X).
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Table 3. Variables and Survey Items for our structural equation model
Latent Variables Items Measurement Items Recfzzen
MV1 Bundle currently in use is reasonably priced
Monetary . . . .
Value MV2 | Bundle currently in use is a good service for the price
MV) MV3 | Bundle offers good value for money
MV4 Using bundle is economical [23.42]
. FV1 Service quality of bundle currently in use is satisfying ’
Functional . .
Value FV2 The value of bundle currently in use is more than I expect
EV) FV3 The quality of customer response at the agency, call center, email is excellent
. FV4 Bundle is a good quality of telecommunication service
Perceived - p -
Value Convenienc CVl1 One bill for bundle is convenient.
Ccv2 AS provided by bundle company is convenient
e Value - . . . . [42]
Cv3 Subscribing bundle and installing equipment such as STB are convenient
(CV) . .
Cv4 I value the convenience of using bundle
SV1 Using bundle is suitable to my social status
Social Sv2 I get a good reputation from others when I use bundle
Value Sv3 Using bundle makes a good impression other people [32]
SV) Sv4 People who influence my behaviour would think it is important to use bundle
SV5 People who influence my behaviour would think I should use bundle
. . SAT1 |1 am satisfied with current bundle
Satisfaction .
(SAT) SAT2 | Bundle currently in use meets the level I want [4]
SAT3 | Overall, I am satisfied with current bundle
., |ATT1 | Compared to bundle currently in use, there are not many other
Lack of alternatives . .
. alternatives that would be satisfactory.
attractiveness . . . [17]
ATT2 | There are not enough companies to switch the bundle service company
(ATT) . . . .
ATT3 | There are not attractive companies to switch the bundle service company
TC1 It costs me to replace equipment such as a device/STB when changing service
Transaction company
Cost TC2 There is a hassle of replacing STB and opening a service when changing
(TC) service company
TC3 It is troublesome to request a subscription cancellation or receiving the
cancellation defense activity when terminating current service provider
CC1 Losing the discount of bundle and contract is burdensome when
changing service company
cC2 Losing the benefits of family discount or long-term customer discount is
Contractual . .
burdensome when changing service company
Cost K . . . . .
o) CC3 Losing the benefits of mileage, membership point and coupon is
Switchi burdensome when changing service company
CWIIC ne CC4 Paying a cancellation penalty is burdensome when changing service | [26,45]
08 company before the expiration of the contract
Search SC1 Searching information for bundle services takes a lot of time and effort
Cost(SC) |SC2 Searching information and comparing alternatives would be hassle
Learning |LCl1 Switching company of bundle requires a lot of time and effort
Cost LC2 It takes time and effort to get used to customer call center and
(LO) homepage due to switching company of bundle
I'm concerned about lower service quality service when changing service
Psychologic |PC1 ;’(zlnpml}(;ncemed about deteriorating customer service when changing service
al Cost  pC2 | O € gmne
P! P!
PO e I'm afraid that if I change a service company, I'll pay more than the price I
pay now
s . SI1 I would not continue to provide bundle service from my current company
Switching intentions . . . .
D) SI2 I intend to switch bundle services company in 3 month [13,52]
S13 I intend to switch bundle services company in the near future
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V. 212N 0.7% ol eldAdz) Al=Ado] A=k a2
I <E 5>o4] BEo] 7 AAjwsEe] =X LJJ}
5.1 ElgtM U AlRiM HS s AAeke] cross loadmg kol k2 A
SmartPLS 3.0 AR&3lo] 2el#] Q2 9lE-A(CFA) 2}¢] cross loadingzt ®r} 2% =z 2kAhd 4
< g A3 <F 4>ollA] BEo] mE 24 JEE] AVES] AlF glol <& 6> ol /dzle] Al
29l A= (factor loading)”} 0.6 ©]A}, W] A B} Ax el gelzgict ik =+
H-A5-Z(Average Variance Extracted, AVE)°] 0.5 Sl T3 RS 25 0.18 o] Adwze]
olxtolar, §HAAIZ| E(composite reliability, CR):= 13] 9l= Ao Foix]
E 4. QAR TEAe sest A 2 ekl Wy Ay
Table 4. Reliability & Validity using structural equation model
Factor loading AVE CR | Cronbach’salpha
Constructs Items (>0.6) S.E t-value >0.5) >0.7) >0.7)
MV1 0.866 0.009 91.209
Monetary Value MV2 0.902 0.007 126.456
MV) MV3 0.884 0.010 88.484 0.738 0.918 0.881
MV4 0.779 0.017 46.643
FV1 0.907 0.006 161.697
Functional Value FV2 0.875 0.008 104.485
0.739 0.919 0.883
(FV) FV3 0.791 0.019 41.235
FV4 0.862 0.012 70.994
cvi 0.825 0.014 56.980
Convenience Value CV2 0.857 0.012 72.089
(V) cv3 0.845 0.013 67.365 0.714 0.909 0.867
CV4 0.852 0.013 67.754
Sv1 0.832 0.013 62.457
Social Val Sv2 0.871 0.011 78.628
(S"\Cll)a aue SV3 0.870 0.011 80.054 0.716 0.927 0.901
SV4 0.828 0.013 61.461
SV5 0.831 0.013 65.021
Sutisfacti SATI 0.959 0.003 340278
( Sa AIST)aC ton SAT2 0.935 0.005 192.654 0.904 0.966 0.947
SAT3 0.957 0.003 294.627
Lack of aliormafives: AATI1 0.892 0.011 78.787
ack of afiernatives AAT2 0.840 0.021 40.574 0784 | 0916 0.863
attractiveness (ATT)
AAT3 0.922 0.009 108.338
Transaction Cost TC1 0.792 0.202 3.909
(Tr‘g;sac ton Los TC2 0.925 0.186 4978 0.603 0.814 0.741
TC3 0.571 0.246 2316
cCl1 0.886 0.021 42705
Contractual Cost cC2 0.926 0.010 89.089
0.651 0.877 0.823
(CO) CC3 0.830 0.026 32362
CC4 0.520 0.070 7.436
Search Cost SC1 0.883 0.250 3.535
0.860 0.92 0.852
(SO) sC2 0.970 0222 4372 > 5
Learning Cost LC1 0.961 0.188 5119
92 . 91
(LO) LC2 0.961 0.202 4744 0.923 0.960 0.917
pevehological Cost PC1 0874 0.084 10.450
(}fg ological L08 PC2 0.849 0.097 8715 0.732 0.891 0.823
PC3 0.844 0.072 11.763
Switching Inen Sl 0.852 0.016 54.043
(S“I’;C ng ntentions S2 0.803 0.020 40375 0.722 0.886 0.808
SI3 0.892 0.009 102.963
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TE /A ARAE o8] S 2 AR A7 A4E s 9h A S-S FAeR

5. WE 7} cross loadings
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le 5. Cross loadings

MV FV CV SV SAT SI AAT TC CC SC LC PC

MV1 0.866 | 0.632 | 0494 | 0392 | 0.674 | -0.259 | 0.056 | 0.025 0.144 | -0.052 | 0.012 | 0.068

MV2 0902 | 0.726 | 0.561 0434 | 0.747 | -0.292 | 0.115 0.016 | 0.150 | -0.083 | 0.005 | 0.076

MV3 0.884 | 0.668 | 0.548 0420 | 0.691 | -0.246 | 0.096 | 0.054 | 0.161 | -0.041 | 0.024 | 0.060

MV4 0.779 | 0.579 | 0.536 | 0.302 | 0.566 | -0.171 | 0.107 | 0.095 0.205 | 0.006 | 0.069 | 0.060

FV1 0.705 | 0907 | 0.632 | 0404 | 0.789 | -0.328 | 0.142 | 0.045 0.183 | -0.049 | 0.024 | 0.070

FV2 0.734 0.875 0.568 0.472 0.772 | -0.283 | 0.128 0.039 0.183 | -0.049 | 0.012 0.123

FV3 0.521 0.791 0.607 0.331 0.564 | -0.254 | 0.087 0.038 0.171 | -0.014 | 0.024 0.064

Fv4 0.628 0.862 0.638 0.415 0.641 | -0.242 | 0.075 0.060 0.162 | -0.047 | 0.034 0.051

CV1 0.485 0.517 | 0.825 0.320 | 0475 | -0.146 | 0.119 | 0.140 | 0.180 | 0.036 | 0.089 | 0.071

Cv2 0.509 | 0.636 | 0.857 | 0.365 0.557 | -0.223 | 0.116 | 0.078 0.172 | 0.009 | 0.084 | 0.078

CV3 0.532 | 0.612 | 0.845 0.302 | 0.549 | -0.210 | 0.127 0.060 | 0.189 | 0.015 | 0.086 | 0.045

CVv4 0.569 | 0.614 | 0.852 | 0412 | 0.543 | -0.182 | 0.115 0.113 0.201 0.010 | 0.097 | 0.089

SV1 0.378 | 0395 | 0.337 | 0.832 | 0.379 | -0.036 | 0.025 0.015 0.158 | 0.000 | -0.011 | 0.127

SV2 0.359 | 0373 | 0.308 | 0.871 0.333 | -0.031 | -0.020 | 0.026 | 0.128 | -0.034 | -0.024 | 0.112

SV3 0.376 | 0.406 | 0.322 | 0.870 | 0.374 | -0.064 | -0.024 | 0.031 0.134 | -0.022 | -0.031 | 0.117

Sv4 0.395 | 0.406 | 0.398 | 0.828 | 0.370 | -0.055 | 0.077 | 0.087 | 0.153 | 0.022 | 0.051 0.103

SV5 0409 | 0.426 | 0.383 | 0.831 0.390 | -0.039 | 0.071 0.048 | 0.135 | -0.015 | 0.011 0.109

SAT1 0.759 0.789 0.604 0.399 0.959 | -0.338 | 0.140 0.073 0.233 | -0.030 | 0.020 0.075

SAT2 | 0.724 0.749 0.578 0.438 0.935 | -0.308 | 0.127 0.032 0.196 | -0.035 | -0.009 | 0.061

SAT3 | 0.752 0.785 0.615 0.412 0.957 | -0.325 | 0.143 0.074 0.225 | -0.054 | 0.014 0.058

SI1 -0.288 | -0.332 | -0.226 | -0.115 | -0.340 | 0.848 | -0.177 | -0.006 | -0.140 | 0.059 | 0.014 | -0.100

SI2 -0.214 | -0.235 | -0.219 | 0.003 | -0.241 | 0.806 | -0.211 | -0.105 | -0.148 | -0.006 | -0.059 | -0.040

SI3 -0.224 | -0.256 | -0.141 | -0.018 | -0.282 | 0.894 | -0.288 | -0.055 | -0.170 | -0.035 | -0.054 | -0.129

AAT1 | 0.141 0.152 | 0.159 | 0.087 | 0.168 | -0.241 | 0.892 | 0.230 | 0.271 0.207 | 0.249 | 0.287

AAT2 | 0.031 0.058 | 0.092 | -0.037 | 0.058 | -0.192 | 0.840 | 0.260 | 0.246 | 0.236 | 0.278 | 0.260

AAT3 | 0.103 | 0.123 | 0.119 | 0.023 0.142 | -0.266 | 0.921 0.217 | 0.253 | 0.182 | 0.250 | 0.302

TC1 0.036 | 0.069 | 0.063 0.074 | 0.061 | -0.057 | 0.183 | 0.766 | 0.454 | 0.311 0.331 0.295

TC2 0.091 0.058 | 0.166 | 0.024 | 0.082 | -0.092 | 0.264 | 0.860 | 0.441 0.398 | 0.428 | 0.249

TC3 -0.002 | 0.001 0.045 0.024 | 0.011 0.001 0.189 | 0.810 | 0396 | 0413 | 0.410 | 0.260

CCl1 0.204 0.182 0.199 0.143 0.212 | -0.169 | 0.257 0.457 0.887 0.399 0.380 0.399

CC2 0.196 0.202 0.193 0.159 0.231 | -0.212 | 0.311 0.410 0.882 0.381 0.345 0.414

CC3 0.170 0.224 0.189 0.217 0.244 | -0.144 | 0.234 0.397 0.808 0.334 0.301 0.405

CC4 0.022 | 0.036 | 0.125 0.011 0.038 | -0.041 | 0.119 | 0.465 0.653 | 0.325 | 0.323 | 0.250

SC1 -0.045 | -0.046 | 0.017 | -0.018 | -0.024 | 0.016 | 0.228 0432 | 0408 | 0.920 | 0.753 | 0.461

SC2 -0.025 | -0.022 | 0.033 | -0.013 | -0.010 | -0.027 | 0.215 0.465 0.451 0.922 | 0.740 | 0.413

LC1 0.037 | 0.029 | 0.113 0.014 | 0.016 | -0.036 | 0.281 0.458 0413 | 0.783 | 0.963 | 0.497

LC2 0.018 | 0.022 | 0.089 | -0.015 | 0.001 | -0.036 | 0.275 0.466 | 0.385 0.750 | 0.959 | 0.422

PC1 0.060 | 0.089 | 0.073 0.127 | 0.063 | -0.087 | 0.270 | 0.231 0.349 | 0349 | 0.346 | 0.881

PC2 0.055 | 0.077 | 0.061 0.157 | 0.058 | -0.074 | 0.261 0264 | 0349 | 0.337 | 0364 | 0.871

PC3 0.080 | 0.070 | 0.079 | 0.071 0.054 | -0.115 | 0.289 | 0.336 | 0.458 | 0.507 | 0.499 | 0.822

B 6. A 29l Wi 7 A 2 9 ey
Table6. Correlations and Square Roots of AVE of our Structural Equation Model

MV Fv Ccv Sv SAT ATT TC CC SC LC PC SI
MV 0.859
FV 0.761 0.859
Cv 0.621 0.706 0.845
N 0.455 0.475 0.415 0.846
SAT 0.784 0.815 0.631 0.438 0.951
ATT 0.109 0.129 0.141 0.032 0.144 0.885
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MV Fv Ccv Sv SAT ATT TC CC SC LC PC SI
TC 0.080 | 0.071 0.145 0.049 | 0.085 0.266 | 0.776
CcC 0.208 0.220 | 0220 | 0.184 | 0.250 | 0.304 | 0.476 | 0.807
SC -0.071 | -0.062 | 0.009 | -0.005 | -0.068 | 0.216 | 0.368 0.386 | 0.928
LC 0.029 | 0.027 0.105 | -0.001 | 0.009 0.289 | 0.446 | 0.398 0.761 0.961
PC 0.078 0.091 0.085 0.131 0.068 0.322 | 0.308 0.464 0.473 0.484 | 0.856
SI -0.286 | -0.325 | -0.227 | -0.055 | -0.341 | -0.266 | -0.089 | -0.197 | 0.029 | -0.037 | -0.112 | 0.849

A g A 2] AVES] Al

& Al AARE 7HAAA A3t gole) 7K &

7P AARE Sl A mye] AREMs 5707F AR = ek 7H 10 7P 4= vl ARe] A2
Algasict < 7> TR myow A ¥l 712] ede] A7 visrel] AA <l ke mIR
A7 A, pE, AR, el dabe] = R glolek 247t 2 e} Al5A AR
= o Age|E Aole] Az A7) didt BES Az o] WEme] FAA FE vlAE Aoz e,
At 0] gk 2 el vehn, <9 7HA1(7 2A15=0.378, t3=12.511, p<0.001)3} 7}
2>& o]F EAI3KE 7ot} 2(72AI5=0.488, t3k=13.426, p<0.001)%+ X|A|=|]
2 7.7 74 4t
Table 7. Summary of Hypotheses testing results
Path Coef;?itclzlient Std. Error | t-value p-value Result
H1 | Monetary Value — Satisfaction(+) 0.378 0.030 12.511 < 0.001 Supported
H2 | Functional Value — Satisfaction(+) 0.488 0.036 13.426 < 0.001 Supported
H3 | Convenience Value — Satisfaction(+) 0.045 0.032 1.359 Not Significant | Rejected
H4 | Social Value — Satisfaction(+) 0.015 0.020 0.793 Not Significant | Rejected
H5 | Satisfaction — Switching Intentions(-) -0.279 0.030 9.165 < 0.001 Supported
He | Lack of altematives’ atiractiveness = 021 0.038 5.893 < 0.001 Supported
Switching Intentions(-)
H7a | Switching Costs — Switching Intentions(-) -0.102 0.034 3.014 <0.01 Supported
H7b | Moderating effect of Switching Costs -0.044 0.039 1.115 Not Significant | Rejected
Perceived Value Lack of
alternatives’
R e attractiveness
Monetary —
Value —0.21%%**
— 0.378***
Eunctionai 1 0.488*** Sa;i;fac;ic;n ;0.279*** S“;"’c"{'ng
Velue Re=o7a9) TR @R
o -0.044™_ T
Convenience S -0.102**
Value "6/01 5 — =
— P 2nd_order Switching
- P ) Cost
Social e S %
Value / R 0.052 ) 808**3?0:27\5\57 0.308 -
Tmﬁs.;'cﬁbn Corllmm;d Search w Léarning Psycl'dogd
Cost § Cost Cost Cost Cost
*p<0.1, **p<0.01, ***p<0.001 — I - R So—
— Significant ———-» Not !
Significant
J8l 2. 7R Az
Fig. 2. PLS results of our structural equation model
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E 8. AT Az At
Table 8. Summary of Hypotheses testing results depending on the type of bundle service
Path Bundle with mobile Bundle without mobile
(n=613) (n=478)
Monetary Value — Satisfaction(+) 0.416%** 0.335%%*
Functional Value — Satisfaction(+) 0.419%** 0.556%**
Convenience Value — Satisfaction(+) 0.051 0.053
Social Value — Satisfaction(+) 0.059** -0.038
Satisfaction — Switching Intentions(-) -0.280%** -0.277%*%*
Lack of alternatives’ attractiveness— Switching Intentions(-) -0.230%** -0.147%*
Switching Costs — Switching Intentions(-) -0.118** 0.123
Transaction Costs — Switching Costs 0.170 0.088
Contractual Costs — Switching Costs 0.691%** -0.886
Search Costs — Switching Costs -0.679%* 0.997
Learning Costs — Switching Costs 0.375 -0.083
Psychological Costs — Switching Costs 0.395* -0.088

¥ *p<0.1 **p<0.01, ***p < 0.001
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Table 9. Varlables for our binary-logit regression
Variables Explanation
. 1 : No intent to switch
Dependent variable .
0 : Intend to switch
Number of services 1 : DPS
included in bundle 2 : TPS
(Type) 3 :QPS
1 : less than 1 year
2 : 1 year to 2 years
Indepen Subscription period 3 : more than 2 years but less than 3 years
dent (Period) 4 : more than 3 years but less than 4 years
5 : more than 4 years but less than 5 years
Variables 6 : more than 5 years but less than 6 years
1 : 1 subscriber
X 2 : 2 subscribers
Number of mobile .
. . 3 : 3 subscribers
subscription (Mobile) .
4 : 4 subscribers
5 : more than 5 subscribers
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Table 10. Results of our binary-logit regression

Ini?r)i?;(ll:m B Standard Error Wald dfi iZleorsf p-value Exp(3)

Mobile 0.264 0.080 10.944 1 0.001 1.302

Type -0.280 0.126 4911 1 0.027 0.756

Constant 0.069 0.335 0.043 1 0.836 1.072
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