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THE ROLE OF ECONOMIC
AND PSYCHOLOGICAL COSTS
IN SERVICE ELIMINATION

Service elimination (SE) requires systematic planning and execution to retain customers. However, ser-
vice providers struggle with finding the best way to minimize customer churn following SE. This paper
investigates the impact of economic and psychological costs on consumer reactions following SE with a
scenario-based experimental design. The findings suggest that economic cost is positively related to churn
and negatively related to satisfaction and commitment. Psychological cost decreases satisfaction and com-
mitment, but does not affect churn. Interactions between costs show that psychological cost refines the
impact of economic cost on customer reaction. This research contributes to the understanding of how SE
impacts consumer behavior.
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Service elimination is a potential tool of portfolio re-
newal, as it enables to unlock resources of service firms
and thus, accelerate the launch of new portfolios. Due to
the short life-cycles of services, services might get accu-
mulated in the system of firms very quickly that requires
the management of a relatively big service portfolio. In
today’s fast- paced economy service elimination is seen
as a requirement for business competitiveness, because
through the simplification of business portfolio, both
customer and firm value could be increased.

Service elimination requires systematic planning
and execution to retain customers. However, service
providers struggle with finding the best way to mini-
mize customer churn following SE, due to both strate-
gic issues and limited information about this process.
Understanding customer reactions to service elimina-
tions could contribute to a more efficient implementa-
tion of service elimination decisions.

Service elimination is particularly is relevant in the
telecommunications industry, due to the short life-cy-
cles of services, however most studies tend to focus
on financial services (Argouslidis — McLean, 2003; Ar-
gouslidis — Baltas, 2007).

This paper aims to contribute to a better under-
standing of consumer reaction following SE in the tele-
communications context.

Section 2 introduces the theoretical background
of the study comprising theory of both economic and

psychological costs and service elimination. Section
3 develops the study’s hypotheses. Section 4 presents
the sampling, level of analysis, and measures. Section
5 describes the results. Section 6 presents the conclu-
sions, including limitations and suggestions for further
research.

Theoretical background

In the literature review, the main concepts are introdu-
ced in three areas: service elimination, service elimi-
nation-related theories and customer reaction to servi-
ce elimination. Satisfaction and affective commitment
are used to describe consumer reactions following SE.
Churn is considered as the operative key performance
indicator of customer retention.

Service elimination

Based on Gounaris et al. (2006), service elimination
(SE) is considered an action by service firms that in-
volves both the closing and the elimination of existing
service(s). Elimination requires existing customers to
migrate to new packages, which can result in forced
migration. In the case of closing, the package remains
available for existing customers but is not open to new
ones. The importance of SE is underlined from two
main aspects:
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1. There are gaps in academic research in many

subfields: this literature review clearly shows
possible research directions, such as the outcome
of SE and customer-perspective studies.

2. There is a need for companies to build a proper
SE strategy, instead of the currently adopted ad-
hoc basis.

SE can be enhanced if brought to strategic level

(Harness — Harness, 2012), and from the corporate :

portfolio management (CPM) perspective there is no
adequate method in strategic management research for

effectively organizing and managing multi-business :

portfolios (Nippa — Pidun — Rubner, 2011). SE com-
bined with CPM could be an adequate tool for success-
ful service innovation.

We found a link between service innovation and
SE, as service maintenance is part of new service de-

velopment (Gustafsson — Johnson, 2003). Furthermore, !

existing frameworks do not support service innovation
in on-going customer relationships, where alternative

service innovation methods could be a solution (Gre- :

myra — Witell, 2013). SE could be one of these alterna-
tive solutions, if managed correctly by the firm.

Avlonitis and Argouslidis (2012) provide an over- :
view of the field, from which we focus on the outcome

of SE (Table 1). From the SE literature review, it is clear
that the pre-elimination decision-making phase and the

product/SE decision-making process are covered; what
remains relatively unstudied is the post-elimination !
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phase. This research is positioned as post-elimination
consumer research, a significant gap in the extant lit-
erature, as it is seen on Table 1.: the authors list all the

- areas ever studied within SE based on two perspec-

tives: firm and customer perspective. There are three
phases of the SE process itself: 1. the pre-elimination

- phase deals with the causes; 2. the PEDM process de-

termines the attributes of the elimination process; 3.
and the post-elimination phase focuses on the result
of the SE. Performance outcomes are only studied in
manufacturing sectors and success factors in financial
service sector and multi-sector studies. Surprisingly
there is no customer perspective analysis in the service
area combined with post-elimination phase, especially
success-factors. In the literature, product elimination

. (PE) and service elimination (SE) are often studied to-

gether, however there are differences between the two
concepts which we explain later.

Service elimination-related theories

In order to understand SE more, we review a few
SE-related theories that are relevant in for our research
objectives. First, product elimination (PE) is described,
because although SE and PE are different concepts,
they have some common attributes that can be used
in our research. Second, justice theory- a widely used
theory in services marketing- is used to assess custom-
er reaction to SE. Third, economic and psychological
costs are introduced, which are primarily rooted in so-
cial exchange theory.

Table 1.
Summary of product elimination literature on post-elimination phase
— adapted from Avlonitis — Argouslidis (2012)
Author(s) ]‘Broad'toplcs Sample Key 1n(!ependent Key de-pendent Main findings
investigated variables variables

N 166 UK industrial C1rcurr.15tances Outcome indi- Decisions gulQed by

... Post-elimination triggering PEs, strategic considera-

Avlonitis (1987) and consumer . cators for PE ) . .
phase nature of the eli- . tions yielded higher
goods firms . g decisions
mination decision outcomes.
Company type ac-

45 UK financial
firms

Post-elimination
phase

Harness — Marr
(2004)

Company type

Relative impor-
tance of finan-
cial PE success
factors

counted for differen-
ces in the relative
importance of success
factors.

164 Greek service
firms

Post-elimination
phase

(Gounaris et al.,
20006)

Characteristics of
service elimination
case histories

Indicators of
elimination deci-
sion’s success

Successful service
elimination decisions
were related to tre-
ating elimination as

a strategic decision,
adopting systematic
elimination behavior
and forming multi-de-
partmental teams.
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Product elimination — removing products that no
longer add to an organization’s objectives — has long
been considered a negative activity (Kotler, 1965; Av-
lonitis, 1986; Hart, 1991), but it has also the potential

its customers. Harness and Harness (2012, p. 56.) con-
sider product elimination as a process that “can gen-
erate outcome benefits for the organization in four ar-
eas: simplification/concentration of management and
sales effort; improved product portfolio performance;
customer management related; improved physical and
financial resource management.”

Product elimination is a rather neglected area, both
in practice and in marketing literature. Companies
usually focus on product or service development, tend-
ing to neglect elimination. This particularly applies to
service elimination (SE) where the company re-directs
its clientele to purchase a different product (replacing
an existing product or one dropped) (Gounaris et al.,
2006).

Justice theory is a relevant service marketing con-
cept in our research, which was mostly applied in the
case of service recovery (Andreassen, 2001; Wirtz —
Mattila, 2004), which is seen as a tool for customer
loyalty. Boshoff et al. (2000) define service recovery as
follows: “Efforts made by the firm to return aggrieved
customers to a state of satisfaction following a service
failure” (2000, p. 63.). Although SE is not a service
failure, but very similarly, it can involve a negative cus-
tomer attitude and complaints that might lead to cus-
tomer churn, if SE is not handled adequately.

To assess the effect of SE, the three types of fair-
ness in justice theory are relevant: distributive, pro-
cedural and interactional fairness. Distributive justice
refers to the outcome, while procedural justice is the
sum of processes, policies and rules (Smith — Bolton
— Wagner, 1999). Interactional fairness includes apolo-
gy, perceived helpfulness, courtesy and empathy of the
service staff (Wirtz — Mattila, 2004).

In the following part we summarize the main find-
ings about the application of justice theory in the field
of service failures and then highlight their relevance in
terms of SE.

One relevant research issue concerns the combi-
nation of service recovery tools. Based on Wirtz and
Mattila’s results (2004), compensation is not always
required due to procedural and interactional justice:
in case of service failures an immediate recovery and
apology makes the compensation unnecessary, howev-

ceives procedural and interactional injustice during the
process.

Compensation only had an influence on customer
satisfaction, when either an immediate recovery hap-
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- pened without apology or a delayed reaction with apol-
- ogy. This means that an immediate recovery with an
- apology without compensation might be the most satis-
- fying and cost effective solution for companies.

to alter the relationship between the organization and

The use of service recovery tools and the underly-
ing justice theory contribute to the understanding of
customers’ complaining behaviour, which is also a po-
tential consequence in the case of SE and might affect
churn. Overall we can conclude that the understanding
of service recovery and justice theory helps us to get a
better insight into the way (fairness) SE elimination is
implemented and the reasons why it may have a posi-
tive or negative attitudes on customers.

Homans defines social exchange (1958) as “an ex-
change of goods, material goods but also non-material
ones, such as the symbols of approval or prestige” (Ho-
mans, 1958, p. 606.). Blau (1964) adds that it “involves

- favors that create diffuse future obligations (...) and the
. nature of the return cannot be bargained” and “only
- social exchange tends to engender feelings of personal
- obligations, gratitude, and trust; purely economic ex-

change as such does not” (Blau, 1964, p. 93-94.).

This means that in social exchange psychological
costs are also present besides economic costs, and they
affect customer retention. Social exchange might also
help to understand, how psychological cost captured
by procedural and interactional fairness influences
customer reaction (Masterson — Lewis — Goldman —
Taylor, 2000). In case of SE social exchange refers to
the relationship between the service provider and cus-
tomer.

According to Homburg et al. (2010, p. 531.), “elim-

. inating a product may result in severe economic and
- psychological costs to customers, thereby serious-
- ly decreasing customer satisfaction and loyalty.” Foa
- and Foa (1974; 1980) describe the difference between

economic and psychological costs as follows: econom-
ic costs and benefits are the ‘hard factors’ of an ex-
change, psychological costs and benefits represent the
‘soft factors’, such as reliability, flexibility, and coop-
erativeness. Further, the relationship between product
elimination and customer satisfaction also affects cus-
tomer retention: “psychological costs of the elimina-
tion reflect the degree to which the customer becomes
uncertain about the eliminating company owing to the
product elimination, as the elimination can raise cus-
tomer doubts about the wisdom of engaging in a busi-
ness relationship with this company” (Homburg et al.,

- 2010).
er compensation has no impact, when customer per-
- the concept of switching costs which include not only
- those costs that can be measured in monetary terms,
- but also the psychological effect of becoming a cus-
- tomer of a new firm, and the time and effort involved

Economic and psychological costs are related to
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in buying a new brand (Klemperer, 1995; Kim et al.,
2003).

when the customer changes their brand, for example
the costs of closing an account with an operator and
opening another with a competitor (Klemperer, 1987).

Psychological cost is perceived as the cost stem-
ming from social bonds (e.g. staff-customer relations)
that appears over the course of time and the uncertain-
ty/risk of the unused brand. The customer perceives
high risk regarding a brand they have never used
(Sharma — Patterson, 2000). Risk exists especially in
services where customers prefer a rival service provid-
er, because service quality cannot be evaluated before
purchasing (Sharma et al., 1997).

Customer reaction to service elimination

our research. These concepts include satisfaction and
commitment. The importance of those constructs for
our study can be underlined by the fact that they have
an impact on customer retention. In the following sec-
tion first we discuss churn as a measurement of cus-
tomer retention. It is followed by the description of
satisfaction and commitment with a special focus on
their relation to customer retention.

Churn is an operational measurement of customer
retention (Gustafsson et al., 2005). In the wireless tele-
communications service industry, customer churn is

used to denote the customer movement from one pro-
vider to another; churn management describes an op-
erator’s process to retain profitable customers (Berson
et al., 2000). Churn studies can be categorized as cause

of churn, retention, and type of churn (Braun — Sch-
weidel, 2011). This study focuses on retention. SE can
be viewed as a situational factor that impacts customer
retention strategy. Thus the models determining nor-
mal customer churn rate (Rust et al., 1995; Ho — Zheng,
2003; Kamakura et al., 2005; Prince — Greenstein,
2011; Kumar — Peterson, 2012) need to be modified in
order to assess the effect of SE.

Customer satisfaction is defined as a customer’s
overall evaluation of the performance of an offer to
date (Johnson — Fornell, 1991). It is often researched
in relation to customer loyalty across a wide range of

product and service categories, including telecommu-
nications services (Fornell, 1992; Fornell et al., 1996).
- nomic and psychological costs, we rely on the concepts
- of cognition and affect, which are the focus of several

Commitment is usually defined as the extent to
which an exchange partner wants to continue a valued

Affective commitment is forward looking, while sat-
isfaction is a retrospective evaluation (Verhoef, 2003).
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- relationship (Morgan — Hunt, 1994). Gustafsson et al.
- (2005) define the main factors of retention: overall cus-

Switching cost is the sum of economic, psychologi- :
cal, and physical costs (Jackson, 1985). The economic
or financial switching cost is a sunk cost which appears

tomer satisfaction and affective commitment. Affective
commitment is created through personal interaction,
reciprocity, and trust.

Hypotheses development

The objective of this study is to get a better unders-
tanding of consumer reaction following SE in a tele-
communications context. It investigates the impact of
economic and psychological costs on consumer reacti-
on. As existing literature has not yet linked economic
and psychological costs with SE in a business-to-con-
sumer context, this study fills a significant gap in the
literature.

The economic costs of elimination reflect the finan-

- cial loss or expenditure the customer faces following
- SE (Homburg et al., 2010). With the increased financial
Customer reaction involves many concepts that prima-
rily affect the outcome of SE and thus are relevant in

burden, the customer is more likely to churn, be less
satisfied with the service provider, and find less value
in maintaining a relationship with them.

On the theoretical bases of economic cost, customer
retention, satisfaction, and commitment literature, the
following is expected:

HI: Economic cost increases churn and decreases
satisfaction and commitment.

Psychological cost refers to the reliability, flexibili-
ty, and cooperativeness of the company during SE (Foa
— Foa, 1974; Foa — Foa, 1980) and reflects the degree to
which the customer becomes uncertain about the elim-
inating company and has doubts about the wisdom of
staying with them (Homburg et al., 2010). Psychologi-
cal costs represent an unpleasant inner state, which in
turn may lead to a decrease in trust. Thus psychologi-
cal cost is expected to increase intention to churn, and
decrease satisfaction and commitment.

On the theoretical bases of psychological cost, cus-
tomer retention, satisfaction, and commitment litera-
ture, the following is expected:

H?2: Psychological cost increases churn and de-
creases satisfaction and commitment.

Customer perception of economic cost could also
be altered by psychological costs. “Hard factors” could
be modified by the service provider with the use of ap-
propriate “soft factors” (Foa — Foa, 1974; Foa — Foa,
1980), through psychological cost effects.

In order to explain the interactions between eco-

research studies (Oliver, 1980; LaBarbera — Mazursky,
1983; Oliver — DeSarbo, 1988; Westbrook — Oliver,
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1991; Mano — Oliver, 1993; Homburg — Koschate — %

Hoyer, 2006).
Kempf (1999) suggests that for functional (vs. he-

donic) products, cognitions are more important drivers

of product evaluations than affect. We consider tele-
communication as a functional service. We also as-

sume that economic costs correspond to the cognitive

approach, while psychological costs are rather related
to affect. When economic cost is involved, cognition is

likely to dominate affect, while in the absence of eco- !

nomic cost, affect will have a stronger impact.
It is therefore expected that:

H3: There will be interaction effects for economic

and psychological costs. In the absence of economic
costs, the impact of psychological costs on customer
reaction will be stronger than in the presence of eco-
nomic costs.

Methodology

Experimental design

Based on the literature review and the exploratory
research results, a 2x2 between-subject experiment
design based on scenarios was carried out. The choi-
ce regarding experimental design instead of a consu-

Only a small number of customers involved in service
package simplification agree to be contacted for mar-

keting purposes, which results in a small sample size.

Further, SE is usually not organized systematically and
there are limited numbers of such projects available.
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SE researchers usually combine telecommunications
with financial services to obtain a higher number of
cases required for quantitative analysis.

The following variables and scenarios are used in
this experiment:

* independent variables: economic cost and psycho-
logical cost,

* dependent variables: churn, satisfaction, affective
commitment.

Economic and psychological costs are used to mea-
sure the effect of SE on customers. Psychological cost
refers to whether the customer had received prior no-
tice and was contacted by phone before elimination,

. that is, the SE was not unexpected, thus representing a

lower level of psychological cost.
Economic cost is incorporated into the scenarios as

- the cost of the service package for the customer, which

is defined as a dummy variable that takes the value of 1
if the cost of the offered service package is high (worse

. offer), and 0 if the cost is low (better offer).

Bearing in mind that sending a letter notifying the
customer of the change in service package is a legal

- requirement, the four scenarios are as follows:
mer survey is due to limited access to customer data.

1. Better service package after elimination; customer
receives notification by phone before elimination.

2. Worse service package after elimination; cus-
tomer receives notification by phone before elim-
ination.

Table 2.

Description of scenarios

Scenario | Description of scenario

Your telecommunications service provider eliminates your service package. Before the elimination, they call
to inform you about this and to help you to choose a new subscription.

1 You tell the call center operator that you don’t want a new subscription, as the current one is perfect for you.
The operator can offer you a new service package with lower monthly fee, more internet and lower PPM.

One week after the call you receive a letter notification as well about the change.

Your telecommunications service provider eliminates your service package. Before the elimination, they call
to inform you about this and to help you to choose a new subscription.

2 You tell the call center operator that you don’t want a new subscription, as the current one is perfect for you.
The operator can offer you a new service package with higher monthly fee, less internet and higher PPM.

One week after the call you receive a letter notification as well about the change.

Your telecommunications service provider eliminates your service package. Before the elimination, they call
to inform you about this and to help you to choose a new subscription.

3 You tell the call center operator that you don’t want a new subscription, as the current one is perfect for you.
The operator can offer you a new service package with lower monthly fee, more internet and lower PPM.
Your telecommunications service provider eliminates your service package. Before the elimination, they call
4 to inform you about this and to help you to choose a new subscription.

You tell the call center operator that you don’t want a new subscription, as the current one is perfect for you.
The operator can offer you a new service package with higher monthly fee, less internet and higher PPM.
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3. Better service package after elimination; custom-

elimination.

fore elimination.

Detailed descriptions of the scenarios are presented
in Table 2.

Sample

Data were collected through an online questionnai-
re between November 2014 and January 2015. Par-
ticipants for the experiment were recruited using
social media, including LinkedIn and university
student mailing lists. There was no screening for
participation.

Scenarios described a telecommunications SE sit-
uation, where respondents had to answer questions :

about the process and evaluate the whole experience.

The sample contains 163 respondents (a 16% re-
sponse rate). The male-female ratio is quite balanced
(59% and 41%, respectively) and the average age of re-
spondents is 31. Respondents were randomly assigned
scenarios. The number of subjects for the different con-
ditions varied between 37 and 44.

Measures
The following scales are used in the experiment:

* Churn is measured by the following items: “I
would accept the operator’s offer” and “I would

leave my current operator after this case” (based :
on Aksoy et al., 2013). Both items were averaged

with a reversed second item to create the final
churn intention scale.

Satisfaction and commitment:
scales for measuring satisfaction and commit-
ment are used (Gustafsson et al., 2005). Affec-
tive commitment was measured by the following
statements: “I take pleasure in being a customer
of the company” and “I have feelings of trust to-
ward the company.” Satisfaction was measured
with four items: “I am satisfied with the opera-
tor’s offer,” “The operator exceeds my expecta-
tions,” “In my opinion the operator is close to the
best operator.” In addition to these three items,
which were based on the work by Gustafsson

(2005), the authors added a fourth “I consider the

operator’s reaction appropriate.”

AFFCOMM: 0,834).
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Gustafsson’s

- Manipulation checks
er does not receive notification by phone before !

Four expert judges (faculty members in services mar-

keting) reviewed and commented on the scenarios and
4. Worse service package after elimination; cus-
tomer does not receive notification by phone be-

the questionnaire. Slight modifications in wording were
made to improve ecological validity. Next, in accor-
dance with the recommendations of Perdue and Sum-
mers (1986), manipulations were checked in a quanti-
tative pilot study, independent of the main experiment
indicating that the manipulations were effective, with a
significant difference between test and control groups
for all conditions.

When developing the manipulation checks, the
study relied on the definitions provided by Homburg
et al. (2010: p. 533.) who described economic costs as
perceived economic burden and expenditures, while
psychological costs were conceptualized as a feeling
of uncertainty, doubt, an unpleasant inner state of ten-
sion, and dissonant cognitions.

The manipulation check for the two independent

- variable was as follows: based on Cannon and Hom-
- burg (2001) and Montgomery et al. (2005), econom-

ic cost used: “I will have to face financial losses,”
where M (economic cost)=4.,48 vs. M (no economic
cost)=1.56, F(1.51)=118,73, p<0.000. A one-item mea-
sure was used for psychological cost (Dwyer et al.,
1987; Noordweier et al., 1990; Arend, 2006): “Follow-
ing the event [ will have doubts about the reliability of
the company,” M (psychological cost) =3.73 vs. M (no
psychological cost) =3.13, F(1.50)=3.117, p<0.01. Sce-
narios for realism were also checked: a telecommuni-
cations company manager commented on the scenarios
and judged them to be realistic and fitting with their
everyday practice. Then, a further qualitative research
was conducted in order to validate the scenarios with

. consumers, one consumer for each scenario.

The results show that all interviewees found the
scenarios realistic; they could imagine that their oper-
ator would call them informing about a situation like
this. Further, two interviewees added that they already
were involved in a service elimination, and the process
was quite similar as described in the scenarios.

Results

A General Linear Model (GLM) was used to assess the
effect of economic and psychological costs on churn,
satisfaction, and commitment (Table 3.).

In case of the economic cost, all dependent variables
behave as expected based on the hypothesis: economic

- cost decreases satisfaction and affective commitment,
- and increases churn. Psychological cost leads to a low-

For the measurement scales, Cronbach’s alphas vary
between 0.794 and 0.934 (SAT: 0,794, CHURN: 0,934, = does not affect churn. These results provide support for

- HI and partial support for H2.

er degree of satisfaction and affective commitment but
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These main effects, however, are qualified by sig-
nificant two-way interactions. The interaction effects
are visualized in Figure 1.

The plots show that economic cost leads to a lower
level of satisfaction and commitment independent of
psychological cost. But if there is no economic cost in-
volved, psychological cost leads to a lower level of sat-
isfaction and affective commitment. The plot for churn
displays a different pattern. In the case of economic
cost, the presence of psychological cost decreases
churn while if no economic cost is involved, psycho-
logical cost increases churn.

Table 3.
Descriptive statistics
and analysis of variance results
Dependent variables
Inde- Satisfac- Affective
pendent tion Churn | commit-
variables ment
F=335.97| F=241.85| F=136.98
Econo- sig. 0.000| sig. 0.000 | sig. 0.000
mic cost | Yes 1.62 3.88 1.66
No 3.68 1.81 3.19
F=6.14 F=0.39 F=5.38
Psycho- sig. 0.014| sig. 0.533| sig. 0.022
logical Iy 2.45 2.87 2.23
cost
No 2.69 2.99 2.49
Econo- |1 s¥¢ho- F-083| F-11.38| F=9.09
mic cost cogst sig. 0.002| sig. 0.001 | sig. 0.003
Yes 1.66 3.63 1.70
Yes
No 1.59 4.14 1.61
Yes 3.37 1.99 2.84
No
No 4.00 1.64 3.54
Conclusion

The study sheds light on how SE shapes customer re-
tention. Experimental design is used to determine the
effects between SE and its main success factors, churn,
and other variables related to customer reaction (satis-
faction and commitment). All hypotheses relating to
satisfaction and commitment are supported; only in-
teractions between economic and psychological costs

gave surprising results. Regardless of economic cost,
psychological cost seems to have an attention-raisi-

ng role for customers. The missing contact from the
operator determines the level of satisfaction, loyalty,
commitment, and churn. Even if the offer was better,
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but the customer did not receive a phone call before
elimination, they might leave the company. In a worse

- offer scenario, the call might worsen the situation and
. result in higher churn rates. Following the operator’s

explanation, the customer might realize that they are
facing economic loss or gain.

The results indicate that the offers themselves are
probably not clear for customers; direct contact with
the operator before elimination is more crucial. This
might change the focus on “hard factors” in terms of
customer retention, and emphasize the role of “soft fac-
tors.”

Figure 1.

Interaction effects between economic
cost and psychological cost

Marginal Means of SAT

Psychological
cosl

Estimatad Marginal Means

e Yeu
Economic cost

Means of CHURN

Estimatad Marginal Means
§

e Yeu
Economic cost

Estimated Marginal Means of AFFCOMM

Psychological
cosl

Estimated Marginal Means

e Yeu
Economic cost
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Contribution

The expected contribution of the research consists of
three main parts. First, the focus on telecommunica- '
tions extends the area of SE research from financial
services to a broader sample. Second, SE gives a spe- . (Prahalad — Ramaswamy, 2004).

cial circumstance to the normal churn modeling that

might help to increase the understanding of churn.
Third, SE is a key element both in academic theory and
in practice in terms of service portfolio management.
The research gives insights for practitioners as well, on
how to incorporate this knowledge of customer reacti-
ons when formulating an SE strategy.

Managerial implications

Practitioners need to be aware that psychological cost
might have a more significant role than expected: the
form of contact with the customer has a stronger effect
on retention than the quality of the offer itself. Perhaps
offers only in written form are not clear for the custom-

operators.

The role of psychological cost is emphasized here:
with worse offers it might lead to lower customer
churn, and with better offers to higher customer churn.
It is not just the quality of the offer that determines cus-
tomer retention.

Further research and limitations

Several limitations exist regarding this research. First,
partly students served as the sample pool for this in-
vestigation. Although the choice of including students
somewhat limits the generalizability of the results, the

behavior of students and other market segments are :
- Argouslidis, P. — McLean, F. (2003): Service elimina-
context. Second, the scenarios employed were const- :
ructed by the researchers and do not describe real si-

expected to be rather similar in a telecommunications

tuations. With a short description of an imagined situa-
tion, it is not possible to capture all important customer
details, particularly the emotional content of operator/
customer interaction.

There are three possible areas for future research.
First, psychological cost measures could be refined.
Second, compensation is a churn-reducing technique
in practice that could be incorporated into the scenar-
ios. Third, future studies may investigate whether the
relationship between the service provider and the cus-
tomer determines the success of SE,

Although the results may be generalized to oth-

er fields, mobile telecom services represent a specif-
. Boshoff, C. — Allen, J. (2000): The influence of selected
might influence customer reaction to SE, as new types
of services emerge. For example, the elimination of
contractless services with no subsidy conditions would
. Braun, M. — Schweidel, D. (2011): Modeling Customer

ic field within SE. Future trends of business models

require an entirely different approach to SE.

STUDIES AND ARTICLES

Further, both voice and data services are becoming
unlimited, which on one hand reduces the power of op-
erators, and on the other fosters customer co-creation

SE is likely to become increasingly important in
the near future, as service trends, and more specifical-
ly, telecommunications trends, have started to change
dramatically. New types of services, service bundles
across industries (e.g. fixed line and wireless services
combined with mobile television), and the evolving
role of contractless mobile service packages require the
reshaping of current portfolios. As a preliminary re-
quirement, a well-structured SE might accelerate this
process, while maintaining customer value.

REFERENCES

- Aksoy, L. — Buoye, A. — Aksoy, P. — Lariviere, B. —
er, and as such, verbal notification raises their attent-
ion. As a result, the customer is more likely to switch

Keiningham, T. (2013): A Cross-national Investi-
gation of the Satisfaction and Loyalty Linkage for
Mobile Telecommunications Services across Eight
Countries. Journal of Interactive Marketing, p. 74-
82.

Andreassen, T. W. (2001): From disgust to delight Do
customers hold a grudge? Journal of Service Re-
search, 4(1), p. 39-49.

Arend, R. (2006): SME—supplier alliance activity in
manufacturing: contingent benefits and perceptions.
Strategic Management Journal, 27, p. 741-763.

Argouslidis, P. — Baltas, G. (2007): Structure in prod-
uct line management: The role of formalization in
service elimination decisions. Journal of the Acad-
emy of Marketing Science, 35 (12), p. 475-491.

tion decision-making: Analysis of candidates for
elimination and remedial actions. Journal of Mar-
keting Management, 9 (3-4), p. 307-344.

Avlonitis, G. (1986): What type of product eliminations
are likely to be successful? Project Dropstat. Con-
temporary Research in Marketing, p. 989-1007.

Avionitis, G. — Argouslidis, P. (2012): Tracking the
evolution of theory on product elimination: Past,
present, and future. The Marketing Review, 12 (4),
p. 345-379.

Berson, A. — Smith, S. — Thearling, K. (2000): Build-
ing data mining applications for CRM. New York:
McGraw-Hill

Blau, P. M. (1964): Exchange and power in social life.
Transaction Publishers

antecedents on frontline staff's perceptions of ser-
vice recovery performance. International Journal of
Service Industry Management, 11 (1), p. 63-90.

VEZETESTUDOMANY / BUDAPEST MANAGEMENT REVIEW

XLVIIL EVE 2017. 5. SZAM/ ISSN 0133-0179 DOI: 10.14267/VEZTUD.2017.05.02

21



Lifetimes with Multiple Causes of Churn. Market-

ing Science, 30 (5), p. 881-902.
Cannon, J. — Homburg, C. (2001): Buyer-supplier rela-

tionships and customer firm costs. Journal of Mar-

keting, 65, p. 29-43.

Dwyer, F. — Schurr, P. — Sejo, O. (1987): Developing

buyer- seller relationships. Journal of Marketing, 51
), p. 11-27.

Foa, E. — Foa, U. (1980): Resource theory. Interper-
sonal behavior as exchange. in: K. J. Gergen — M.
S. Greenberg — R. H. Willis (eds.): Social exchange,
advances in theory and research. New York: Ple-
num, p. 77-94.

Foa, U. — Foa, E. (1974): Societal structures of the
mind. Springfield, IL: Charles C. Thomas

Fornell, C. (1992): A National Customer Satisfaction
Barometer. Journal of Marketing, p. 6-21.

Fornell, C. — Johnson, M. — Anderson, E. — Jaesung,
C. — Bryant, B. (1996): The American Customer @ Klemperer, P. (1995): Competition when consumers

Satisfaction Index: Nature, Purpose, and Findings.

Journal of Marketing, p. 7-18.

Gounaris, S. — Avlonitis, G. — Papastathopoulou, P.
(2006): Uncovering the keys to successful service
elimination: Project servdrop. Journal of Services
Marketing, 20 (1), p. 24-36.

Gremyra, 1. — Witell, L. (2013): A Service Innovation
Framework for Manufacturing Firms. Proceedings
of the QUISI3 International Research Symposium
on Service Excellence in Management, p. 36-44.

Gustafsson, A. — Johnson, M. (2003): Competing in
a Service Economy: How to Create a Competitive
Advantage through Service Development and Inno-
vation. San Francisco, CA: John Wiley — Sons

Gustafsson, A. — Johnson, M. — Roos, I (2005): The
Effects of Customer Satisfaction, Relationship
. Masterson, S. S. — Lewis, K. — Goldman, B. M. — Tay-

Commitment Dimensions, and Triggers on Cus-
tomer Retention. Journal of Marketing, p. 210-218.

Harness, D. — Harness, T. (2012): Can product elim-
ination support post-downsizing success aspira-
tions? Journal of General Management, 38 (2), p.
39-60.

Hart, S. (1991): Implementing product withdrawal: a
cross-sectional analysis. MEG Conference Pro-
ceedings, Cardiff Business School, p. 1329-49.

Homans, G. C. (1958): Social behavior as exchange.
American Journal of Sociology, p. 597-606.

Homburg, C. — Koschate, N. — Hoyer, W. D. (2006):
The Role of Cognition and Affect in the Formation

of Customer Satisfaction: A Dynamic Perspective.

Journal of Marketing, p. 21-31.
Jackson, B. (1985): Winning and Keeping Industrial
Customers. Lexington: Lexington Books

Johnson, M. — Fornell, C. (1991): A Framework for
Comparing Customer Satisfaction Across Individ-

STUDIES AND ARTICLES

uals and Product Categories. Journal of Economic
Psychology, p. 267-286.

Kamakura, W. — Mela, C. — Asnari, A. — Bodapati,

A. — Fader, P. — Iyengar, R. — Naik, P. — Neslin,
S. — Sun, B. — Verhoef, P. — Wedel, M. — Wilcox,
R. (2005): Choice Models and Customer Relation-
ship Management. Marketing Letters, 16 (3-4), p.
279-291.

Kempf, D. (1999): Attitude Formation from Product
Trial: Distinct Roles of Cognition and Affect for
Hedonic and Functional Products. Psychology —
Marketing, p. 35-50.

Kim, M. — Kliger, D. — Vale, B. (2003): Estimating
switching costs: the case of banking. Journal of Fi-
nancial Intermediation, 12, p. 25-56.

Klemperer, P. (1987): Markets with consumer switch-
ing costs. The Quarterly Journal of Economics,
102, p. 376-394.

have switching costs: an overview with applications
to industrial organization, macroeconomics and in-
ternational trade. Review of Economic Studies, 62,
p. 515-539.

Kotler, P. (1965): Phasing out weak products. Harvard
Business Review, p. 107-118.

Kumar, V. — Petersen, J. A. (2012): Statistical Methods
in Customer Relationship Management.

LaBarbera, P. — Mazursky, D. (1983): A Longitudinal
Assessment of Consumer Satisfaction/Dissatisfac-
tion: The Dynamic Aspect of the Cognitive Pro-
cess. Journal of Marketing Research, p. 393-404.

Mano, H. — Oliver, R. (1993): Assessing the Dimen-
sionality and Structure of the Consumption Experi-
ence: Evaluation, Feeling, and Satisfaction. Journal
of Consumer Research, p. 451-467.

lor, M. S. (2000): Integrating justice and social ex-
change: The differing effects of fair procedures and
treatment on work relationships. Academy of Man-
agement Journal, 43 (4), p. 738-748.

Montgomery, D. — Moore, M. — Urbany, J. (2005):
Reasoning about competitive reactions: evidence
from executives. Marketing Science, 24, p. 138—149.

Morgan, R. — Hunt, S. (1994): The Commitment—Trust
Theory of Relationship Marketing. Journal of Mar-
keting, 58, p. 20-38.

Nippa, M. — Pidun, U. — Rubner, H. (2011): Corporate
Portfolio Management: Appraising Four Decades
of Academic Research. Academy of Management
Perspectives, p. 50-66.

Noordweier, T. — John, G. — Nevin, J. (1990): Perfor-

mance outcomes of purchasing arrangements in in-
dustrial buyer-vendor relationships. Journal of Mar-
keting, 54, p. 80-93.

VEZETESTUDOMANY / BUDAPEST MANAGEMENT REVIEW

22

XLVIIL. EVE 2017. 5. SZAM/ ISSN 0133-0179 DOI: 10.14267/VEZTUD.2017.05.02



Oliver, R. (1980): A Cognitive Model of the Anteced- :

ents and Consequences of Satisfaction Decisions.
Journal of Marketing Research, p. 460-469.

Oliver, R. — DeSarbo, W. (1988): Response Determi-
nants in Satisfaction Judgments. Journal of Con-
sumer Research, p. 495-507.

Prahalad, C. — Ramaswamy, V. (2004): Co-creating

unique value with customers. Strategy — Leader-

ship, 32 (3), p. 4-9.
Prince, J. — Greenstein, S. (2011): Does Service Bun-

dling Reduce Churn? Journal of Economics — Man-

agement Strategy, 23(4), p. 839-875.

Rust, R. T. — Simester, D. — Brodie, R. J. — Nilikant, V.
. Westbrook, R. — Oliver, R. (1991): The Dimensionality

(1995): Model Selection Criteria: An Investigation
of Relative Accuracy, Posterior Probabilities, and

Combinations of Criteria. Management Science, 41

(2), p. 322-333.
Sharma, N. — Patterson, P. (2000): Switching costs,

alternative attractiveness and experience as mod-

erators of relationship commitment in professional

consumer services. International Journal of Service

Industry Management, 11 (5), p. 470-490.

STUDIES AND ARTICLES

Sharma, N. — Patterson, P. — Cicic, M. — Dawes, P.
(1997): A contingency model of relationship com-
mitment for professional consumer services. Pro-
ceedings of the 26th EMAC Conference, Warwick,
May 20-23.

- Smith, A. K. — Bolton, R. N. — Wagner, J. (1999): A

model of customer satisfaction with service en-
counters involving failure and recovery. Journal of
Marketing Research, p. 356-372.

Verhoef, P. (2003): Understanding the Effect of Cus-
tomer Relationship Management Efforts on Cus-
tomer Retention and Customer Share Development.
Journal of Marketing, 67, p. 30-45.

of Consumption Emotion Patterns and Consumer
Satisfaction. Journal of Consumer Research, p. 84-
91.

Wirtz, J. — Mattila, A. S. (2004): Consumer respons-
es to compensation, speed of recovery and apology
after a service failure. International Journal of Ser-
vice Industry Management, 15 (2), p. 150-166.

VEZETESTUDOMANY / BUDAPEST MANAGEMENT REVIEW

XLVIIL. EVE 2017. 5. SZAM/ ISSN 0133-0179 DOI: 10.14267/VEZTUD.2017.05.02

23



