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USING INTENTIONS
AND EXPECTATIONS
PERSPECTIVES

TO EXPLORE

THE INFLUENCE

OF DETERMINANTS
OF LOYALTY

Dr. Mitja Pirc | Abstract: The purpose of this paper is to extend our
AT Keamey understanding of what are the roles of determinants of
Slovenia loyalty. A proposition is made that there is a difference
. . in whether the research questions are asked with
mitja.pirc@atkearney.com | intentions or expectations perspective, which trigger
different cognitive processes about the future state of
exchange relationship. We find that the intentions
questions create an inward-looking perspective and
focus respondents on factors such as satisfaction and
attitude towards switching. The expectation questions
however trigger a more outward-looking perspective
and create a focus on the factors beyond customers’
control, such as trust and switching costs. Implications
are two-fold. First, researchers interchangeably use
intentions and expectations measures, which can lead
to misleading findings about which determinant is
important for maintaining loyalty. Second, satisfaction
is an inward-looking determinant, meaning that loyal
customers are typically satisfied; however satisfied
customers are not necessarily loyal. Trust is an
outward-looking determinant and therefore high levels
of trust are actually the ones that keep clients loyal.
Key words: customer behavior and decision making,
customer loyalty, determinants of customer loyalty
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1. INTRODUCTION

The field of marketing has come to a consensus
that understanding and maintaining customer
loyalty is critical for companies’ financial
performance (Reichheld, 1996; Zeithaml et al.,
2006). However, there is still a lack of agreement
about the influence of determinants of loyalty and
various have been proposed as central, for
example, satisfaction, trust, and switching costs
(Szymanski and Henard, 2001; Morgan and Hunt,
1994; Burnham, Frils, and Mahajan, 2003). When
managers aim to maintain customer loyalty, they
are faced with many candidates for the focal
determinant. For example, they could decide to
invest in keeping customers satisfied or could
decide to design contracts and procedures to
increase customer switching costs. However, the
determinants chosen by managers differ in how
they influence loyalty. Therefore, a
misunderstanding, about what roles determinants
play, can lead managers to focus on the less
relevant determinants and use resources without
achieving desired results. In this paper we
propose a way to distinguish how different
determinants influence customer loyalty, which
could represent a competitive advantage for
companies.

When studying customer loyalty and its
determinants, researchers frequently measure
loyalty by asking customers to forecast their
future behavior. There are two ways of forming
questions about customer forecasts that are
commonly used: intentions (e.g., “Do you intend
to be loyal to a specific provider?”) and
expectations (e.g., “Do you expect to be loyal to
a specific provider?”). Previous research about
individual forecasting has suggested that asking
about intentions or expectations differs in terms
of how individuals think about future events and
behaviors (Warshaw and Davis, 1985). Intentions
measure a conscious intention based on
determinants which are under the respondent’s
control, such as motivation, attitudes, abilities, or
beliefs. Expectations on the other hand measure
a self-prediction of one’s own future, which takes
into account factors beyond the individual’s
control. These external factors include the ease
or difficulty of performing the behavior as well as
the anticipated obstacles.

The following example further illustrates the
difference between intentions and expectations:
“l intend to lose weight” and “I expect to lose
weight”. Individuals might have a motivation or a
reason to lose weight which is expressed in the
intentions form. However, they are also aware
that there are influential factors beyond their

control, which are expressed in the expectations
form. These external factors additionally prevent
individuals from losing weight and include eating
out as well as choices of other people. Using
intentions or expectations question triggers
different cognitive processes and consequently
consumers use different sources of information to
construct forecasts of future behavior (Sheppard,
Hartwick, and Warshaw, 1988; Bettman, Luce,
and Payne, 1998).

We build on this difference between intentions
and expectations to explore the roles of
determinants in forecasting loyalty. A study is
designed to measure loyalty and its determinants.
As measures of customer loyalty we use both the
loyalty intentions questions and the loyalty
expectations questions. The selected
determinants are four commonly used predictors
of loyalty: customer satisfaction, trust, attitude
toward switching, and financial switching costs.
We hypothesize that these determinants differ in
terms of what control consumers have over them,
with inward-looking determinants having a higher
level of control and outward-looking determinants
having a lower level of control. Exposing
consumers to the intentions and expectations
perspectives enables us to test the inward or the
outward-looking nature of determinants.

In the next section, we present in more detail the
conceptual difference between the intentions and
expectations perspective. Further, we discuss
selected determinants (satisfaction, trust,
switching costs, and attitude towards switching)
and their effects on customer loyalty. Based on
previous findings we develop hypotheses about
how these determinants influence loyalty
intentions and loyalty expectations. Next, the
research design is presented with a survey as a
means of collecting multiple items for each of the
variables used. Based on the hypotheses, a
structural equation model is proposed and tested
with other models for the effects of the
determinants. In the end, conclusions, managerial
implications, and limitations are discussed.

2. THEORY AND HYPOTHESES

2.1. CUSTOMER LOYALTY AND ITS
DETERMINANTS

A number of different determinants of loyalty have
been proposed in the literature, grounded in
theory and supported with empirical studies.
Determinants of loyalty can be divided into two
groups, the perceptual determinants (e.g.,
satisfaction, trust) and the behavioral
determinants (e.g., the number of items




purchased). The group of perceptual
determinants has recently received an increased
attention compared to the behavioral
determinants. There is also a consensus in the
field of marketing, that the effects of the
behavioral determinants are mediated through
the perceptual ones. In addition, hypotheses
about the effects of perceptual determinants can
be generalized across product and service
categories. However, in many situations the
behavioral determinants are the only data
managers have about their customers, collected
either through loyalty programs or information
systems supporting operational processes.

Despite numerous studies, we still do not have a
full understanding of how determinants influence
loyalty and which are the central ones that
managers should focus on (Brady et al., 2005). In
this study, we have selected a group of four
commonly used perceptual determinants:
customer satisfaction, trust, customer switching
costs, and attitude towards switching (Szymanski
and Henard, 2001; Morgan and Hunt, 1994;
Burnham et al., 2003; Bansal and Taylor, 1999).
The aim is to further explore the nature and
influence of these selected determinants. In the
following sections, the intentions and
expectations perspectives are presented, based
on which we discuss each of the determinants
and develop related hypotheses.

2.2. THE INTENTIONS AND EXPECTATIONS
PERSPECTIVE

As mentioned earlier, we use two different forms
of questions to measure consumers’ loyalty
forecasts: intentions and expectations. The
purpose is to expose consumers to different
perspectives on loyalty, which are hypothesized
to influence the process of constructing
forecasts. The differing effects of these two forms
are based on a Warshaw and Davis’s (1985)
proposition that intentions and expectations differ
as measures of forecasts. Intention is defined as
a statement of conscious intention, while
expectation is a self-prediction of one’s own
future behavior. Apart from the weight loss
example in the previous section, further examples
can be found with regards to consumer
decisions. When consumers say that they intend
to switch their internet service provider or change
to a new car, they focus on their current situation
and the reasons for the intended action. However,
when they express their expectation about
switching the internet service provider or a
changing to a new car, they take into account
additional factors. An example of a positive
external factor could be a potential attractive

offer from a competitive provider; while an
example of a negative external factor might the
information about the additional cost (e.g., taxes)
associated with purchasing a new car.

Individuals can therefore take two different
perspectives on their future behavior. Within the
intentions perspective they tend to focus on a
conscious intention to perform future behavior.
The resulting forecast is mainly based on the
factors under the respondent’s control, such as
the reasons (motivation) to perform the behavior
and the attitude towards performing the behavior
(Warshaw and Davis, 1985; Ajzen, 1991). We shall
call these the inward-looking factors. The
expectations perspective is however based on a
cognitive appraisal of the factors which are
beyond respondent’s control. Examples of these
outward-looking factors include the obstacles
and risk associated with performing the behavior
(Warshaw and Davis, 1985; Ajzen, 1991).

The loyalty intentions (e.g., “l intend to be a loyal
customer.”) and the loyalty expectations (e.g., “I
expect to be a loyal customer.”) are frequently
and interchangeably used to measure customers’
forecast of their future loyalty behavior. Based in
earlier discussion, the two measures of loyalty
forecasts are proposed to be different constructs.
H1: Loyalty intentions and loyalty expectations are
different constructs.

2.3. THE ROLES OF DETERMINANTS OF
LOYALTY

As discussed in the previous section, loyalty
intentions and loyalty expectations cause
consumers to view future behavior in different ways.
When forming a loyalty intention (LI) forecast,
consumers focus more on the inward-looking
determinants over which they have a higher level
control. On the contrary, when forming a loyalty
expectation (LE), forecasts focus more on the
outward-looking determinants with a lower level of
control. By acknowledging the inward and the
outward nature of determinants, we can develop
hypotheses for each of them about how well they
predict loyalty intentions and expectations.

Customer satisfaction has been extensively
studied in the marketing literature (Fornell, 1992;
Oliver, 1997; Garbarino and Johnson, 1999) and
has been shown to be an important determinant,
positively related to loyalty. These findings have
achieved a high level of awareness among
practitioners and it is frequently claimed that
satisfied customers are more loyal. We base the
definition of customer satisfaction on Johnson
and Fornell (1991) as the customer’s overall
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evaluation of the performance of an offering to
date. Satisfaction is a judgment, constructed and
internalized based on consumers’ personal
experience with a service or a product. It is an
evaluation of the past performance and as such it
does not take into account future external
factors. Bansal and Taylor (1999) as well as
Soderlund and Ohman (2005) have proposed that
satisfaction is an entity with a relatively high level
of control and thus an inward-looking
determinant. Based on the discussion in the
preceding section, customer satisfaction should
have more weight in the intentions perspective
compared to the expectations perspective.

H2a: Satisfaction predicts loyalty intentions better
than loyalty expectations.

Attitude towards switching behavior has been
frequently proposed as a determinant of loyalty
(Ajzen and Fishbein, 1980; Bansal and Taylor,
1999). It is defined as the degree to which a
person has a favorable or an unfavorable
evaluation or appraisal of the behavior in question
(Ajzen and Fishbein, 1980). Bansal and Taylor
(1999) have found support that attitude towards
switching behavior is conceptually different from
perceived behavioral control. Attitude towards
future behavior therefore represents the
individual’s own attitude and is less based on
external factors. Ajzen (1991) has proposed that
attitude toward this behavior is more inward-
looking and a better predictor of intentions. The
hypothesized distinction in predicting the
intention and the expectation forecast is thus
similar to the one expressed for satisfaction.
H2b: Attitude towards switching predicts loyalty
intentions better than loyalty expectations.

Trust is another determinant of loyalty which has
recently received much attention and has been
claimed to be a better predictor of loyalty than
satisfaction (Morgan and Hunt, 1994; Burnham,
Frels, and Mahajan, 2003). It is defined as the
expectation held by customers that the provider
is dependable and can be relied on to deliver on
promises (Morgan and Hunt, 1994). When asked
about the level of trust in a specific company,
customers imagine future events and how the
company would keep its promises or resolve
problems that could occur. Trust is therefore an
evaluation of the company’s future performance
and explicitly includes factors that go beyond the
control of the respondent. We can consider trust
as a positive determinant of loyalty with an
outward-looking nature, which is more closely
linked to the expectations perspective.

H2c: Trust predicts loyalty expectations better
than loyalty intentions.

Switching costs are related to the act of switching
the provider and have been shown to influence
loyalty positively (e.g., Burnham et al., 2003).
Various forms of switching costs have been
discussed in the literature: procedural,
psychological, financial, relational, and legal
(Burnham et al., 2003). In this study, the focus is
on the perceived financial switching cost, which
acts as a barrier for customers, decreases their
switching behavior, and therefore increases their
loyalty. Examples of financial switching costs are
penalty fees or costs related to setting up a new
service or purchasing a new product. Similarly,
when switching a retailer, consumers can face an
increase in the transportation cost. Financial
switching costs are therefore hypothesized to be
an outward-looking factor which carries more
weight in the expectations perspective.

H2d: Financial switching costs predict loyalty
expectations better than loyalty intentions.

In this paper, we are interested in the relation
between the loyalty intention, the loyalty
expectation, and their relations with determinants
of loyalty. The link between loyalty forecasts and
actual behavior is not studied here. This has been
explored and empirically tested before by
Sheppard, Hartwick and Warshaw (1988), who
have shown in their meta-analysis that
expectations are better predictors (in terms of R?)
of actual behavior than intentions.

3. STUDY ANALYSIS AND RESULTS

This section presents the study developed to test
for the proposed hypotheses. First, the research
design is presented together with the measures
used for the constructs. Next, the measurement
model is tested for convergent validity,
dimensionality, and discriminant validity. Finally,
we test whether determinants differ in how well
they predict loyalty intentions and expectations.

3.1. RESEARCH DESIGN

The data were collected using a paper and pencil
questionnaire distributed to undergraduate
students at a university in a metropolitan area.
The students were approached when leaving the
classroom and were asked to fill out the
questionnaire (found in Appendix at the end of
the document) for academic purposes. The
participants were offered a financial incentive in
form of a lottery, in which 5 participants were
randomly chosen to receive a prize of 10 euros
each. There were in total 187 questionnaires
distributed and 117 were returned. Three of the
returned questionnaires were not completed and
thus the final dataset had 114 observations. The
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Table 1: Items used for constructs and tests of the measurement model
Items Loading Error (o] a VE VS
Switching Intention
b I plan to change my mobile services pro- 81 o4 77 88 73 56
vider.
12 | intend to start using another provider. .69 .35 .65
13 | will change my provider within the next 80 23 78
year.
Switching Expectation
EA1 | expect to change my provider in the future. .78 22 77 .90 .73 A7
E2 How likely is that you will stay with your
) . . .76 24 .76
current mobile phone services provider?
E3 How likely is that you will change it in the 76 28 71
future?
Satisfaction
S How satisfied or dissatisfied are you
with your current mobile phone services .83 .16 .84 .93 .80 .71
provider?
S2 Overall, how do you feel about it? .86 11 .89
S3 How well does it meet your needs at this 80 29 70
time?
Trust
T I feell can trust my mobile phone services 8 23 77 88 71 71
provider.
T2 My provider is responsive to customers 70 34 65
problems.
T3 | feel my mobile services provider is reliable. .75 .26 .75
Attitude towards switching
Al It would takg me a lot of effort to choose 64 29 56 84 61 56
another mobile services provider.
A2 | do not feel like going through the whole
. : . .76 .31 .70
process of changing the mobile provider.
A3 Going through the process of changing to
another provider would be an unpleasant .67 .32 .60
experience.
Perceived financial switching cost
F1 Changing my mobile provider would cost 83 21 84 90 79 31
me money.
F2 If 1 cho_ose another services provider my 80 19 77
costs will go up.
F3 Changing my mobile service provider would
2 ) o A .34 11 .32
have significant financial impact for me.
Satorra-Bentler scaled y2 = 161.17 (104 df); p-value = .000; NFI = .88; NNFI = .93; CFI = .95;
RMSEA = .071 (90 % interval: .048-.091); * - item F3 is not used in the measurement model
C= Communality; o = Cronbach Reliability; VE=Variance Extracted;
VS= Maximum Variance Shared (Fornell & Larcker test)
15
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survey questions were about mobile phone
services, which were used by all the respondents.
A pre-study had been done with 32 graduate
students in order to ensure the clarity of items
used.

The dependent variables were consumers’
forecasts of switching their mobile provider in the
future. The items for the constructs of switching
intentions and switching expectations were
measured on a ten-point scale and based on
Warshaw and Davis (1985), Zeithaml, Berry, and
Parasuraman (1996), and Soderlund and Ohman
(2005). Satisfaction was measured using items
from Fornell (1992). Attitude toward the switching
was based on Bansal and Taylor (1999). Trust was
measured in line with Morgan and Hunt (1994).
Switching costs measured in financial terms were
based on the work of Bansal and Taylor (1999),
Burnham, Frels, and Mahajan (2003), and Jones,
Mothersbaugh, and Beaty (2002). For all
determinants of loyalty a seven-point scale was
used. All the variables were cognitive, subjective
variables and therefore each was measured using
three items (Table 1). Table 1 also includes tests
of the measurement model.

3.2. MEASUREMENT MODEL

The variables of interest in this study are
perceptual determinants, collected through a
survey and each based on multiple items. Testing
the relations between variables is based on a
structural equation modeling. The difference in
the switching intentions and the switching
expectations constructs (hypothesis H1) is
explored by testing the measurement model:
convergent validity test, dimensionality test, and
discriminant validity test (Kline, 1998). Testing the
hypotheses H2a to H2d is based on comparing
how selected determinants influence different
dependent variables (intentions and
expectations). The comparison is based on the fit
of structural models.

The correlations of the constructs are reported in
Table 2. The exploratory factor analysis is done,
using the principal component analysis and the
varimax rotation. The Cronbach’s alpha supports
the reliability of the constructs with values
between .84 and .93 (Table 1). The F3 item for the
perceived financial switching cost construct has a
low loading (.34) and a low communality (.32)
compared with other items in the factor analysis.
The measurement model without the item F3 has
a significantly better fit and this item is removed
from further analysis. By examining the items F1,
F2, and F3, we can observe that the items F1 and
F2 ask respondents about the absolute impact of
switching costs, while F3 asks about the impact
relative to overall wealth. The switching costs in
absolute terms seem to matter for consumers,
however compared to their overall wealth they
could be perceived as not so relevant. This could
explain low loadings of F3.

The convergent validity is tested with a
confirmatory factor analysis including all the
constructs (Bagozzi, Yi, and Philips, 1991). A
common method factor is included as a means of
accounting for random and systematic errors
(Podsakoff et al., 2003). With regards to testing
structural equation models, there is no consensus
about which test is best for evaluating the fit of
the model. Several different tests are therefore
used jointly as advised by Marsh (1994). We use
a chi-square test with a scaling correction to
improve the approximation of the goodness-of-fit
test statistics (Satorra and Bentler, 1988). An
acceptable model fit is indicated when a chi-
square value divided by degrees of freedom is
less than 5. Next the following fit indices are also
used with acceptable fits indicated by specific
values: NNFI (Non-Normed Fit Index) and CFlI
(Comparative Fit Index) values exceeding .90 and
a RMSEA (Root Mean Square Error) value less
than .08 (Marsh, 1994). In Table 1 we can observe
that the measurement model has a satisfactory

Table 2: Correlations of study constructs (the data are standardized)

s O S N N

X1 - Switching Intention

X2 - Switching Expectation .67

X3 - Satisfaction -.83" - 47

X4 - Attitude towards switching -.20* -.26* -.43*

X5 - Trust -.78" -.56™ .83 -.32*

X6 - Perceived financial switching cost -.45" -.65* A1 207 .05

*-p<.05*-p<.01
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fit: Satorra-Bentler scaled chi-square = 161.17
(104 df); NFI = .88; NNFI = .93; CFI = .95; RMSEA
=.071 (.048-.091). Both the exploratory and the
confirmatory factor analysis support the
convergent validity of constructs.

The discriminant validity between variables exists
when there is a low correlation between items
measuring different variables. The following test,
proposed by Fornell and Larcker (1981), is used.
For each of the variables we calculate the
variance extracted (VE) by the items used to
measure this specific variable. Next, the variance
shared (VS) of a specific variable is the highest
variance shared with any other variable used in
the analysis. When for a specific variable the
variance extracted (VE) is larger than the variance
shared (VS), then it is sufficiently different from
other variables. From Table 1 we can conclude
that all the variables satisfy the discriminant
validity test.

The validity of the construct aggregation is tested
with the dimensionality test (Bagozzi and
Edwards, 1998). Two structural models are
compared; one with the switching intentions and
the switching expectations modeled as a single
construct (Figure 1) and another, where they are
modeled as two different constructs (Figure 2).
Both models also include all the other variables.

Comparing the fit of structural equation models is
based on the standard test of a chi-square
difference (Anderson and Gerbing, 1988; Brady et
al., 2005). The chi-square difference is the chi-
square fit statistic for one model minus the
corresponding value for the second model. The
difference in the chi-square statistic is evaluated
against the corresponding difference in the
degrees of freedom. If the chi-square difference is

Figure 1: One factor model

11
12
Switching 13
Intentions &
Expectations
E1
E2
E3

significant, then there is a difference in the model
fit.

The single-factor model (Figure 1) has the
following fit: Satorra-Bentler scaled chi-square =
250.80 (109 df); NFI =.79; NNFI = .83; CFI = .87;
RMSEA = .11 (.090 -.125). The two-factor model
(Figure 3.2) has the following fit: Satorra-Bentler
scaled chi-square = 161.17 (105 df); NFI = .88;
NNFI = .93; CFl = .95; RMSEA = .071 (.048-.091).
The two-factor model fits the data better as the
chi-square difference is significant (chi-square
difference = 89.63; difference in degrees of
freedom = 4; p < .01). The measurement model is
therefore supported by all three tests: the
convergent validity test, the dimensionality test,
and the discriminant validity test.

3.3. STRUCTURAL PATH MODEL WITH
DETERMINANTS OF LOYALTY

The difference between the switching intentions
and the switching expectations constructs is
further tested using determinants of loyalty as the
explanatory variables. Three structural models are
explored, the first one with a single dependent
variable (Figure 3), the second one with two
dependent variables (Figure 4), and the third
model with two dependent variables, however
including the effect that the intentions variable
has on the expectations variable (Figure 5). In all
three models four explanatory constructs are
used: satisfaction, trust, perceived financial
switching cost, and attitude towards switching.

In Table 1 the comparison of models is done with
corresponding fit indices. As we can observe the
best model is the simple two dependent variables
model shown in Figure 4. Using the difference in
chi-square and the difference in degrees of

Figure 2: Two factor model

11
Switching 12
Intentions
13
E1
Switching Eo
Expectations
E3
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freedom, the selected models are compared and | Therefore, this is an additional support that
the model shown in Figure 4 fits data significantly | intentions and expectations are different
better than the two models in Figures 3 and 5. constructs.

Figure 3: The model of determinants of loyalty and one dependent variable

S1
S2
S3 Satisfaction
A1 I
A2 Attitude towards 12
the switching Switching
A3 Intentions & > 13
Expectations
T1 E1
T2 E2
T3 E3
Perceived Financial
F1 switching cost
F2
Figure 4: The model of loyalty determinants and two dependent variables
S1
S2
S3 Satisfaction »
At Switching — 12
Intentions T
A2 Attitude towards 13
the switching
- <
T1
E1
T2 [ Switching Eo
3 Expectations
E3
Perceived Financial
F1 switching cost
F2
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Figure 5: The model with two dependent variables, where intentions influence expectations

S1
S2
S3 Satisfaction
11
Al Switching 12
Intentions
A2 Attitude towards 13
the switching
~ <>
T
‘ v E1
T2 Switching
Expectations E2
T3
E3
Perceived Financial
F1 switching cost
F2
Table 3: Testing models for the difference in the path coefficients
Models Fit indices Model fit comparison
df X2 NNFI CFlI RMSEA
Single factor (Figure 3) 109 301.54 .76 .81 110 Ay2/Adf =22.88*
Two factor (Figure 4) 104 187.13 .90 .93 .077 Best model
Two factor with interaction | 143 | 53647 | g5 88 092 | Ay2/Adf=49.43*
(Figure 5)

** - significant at p < .01

Table 4: Direct effects of determinants of loyalty (B — reg. coefficient; s.e. — standard error)

Dependent variables -  (s.e.)

Independent variables Switching Intention Switching Expectation

Satisfaction - .57 (.283) * n.s.
Attitude towards switching -.52 (.19) * n.s.
Trust - .44 (.21) * -.73(.23) >
Perceived switching cost -.24 (.09) * .49 (114) *
R? 51 .32

Overall fit indices: Satorra-Bentler scaled chi-square = 187.13 (104 df); p-value = .000;
NFI = .88; NNFI =.90; CFl = .93; RMSEA = .077 (.061-.091); * - p < .05; ** - p < .01
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Table 4 shows the specific results of testing the the fit of each of the four constrained structural
most appropriate model, the structural model models is compared with the fit of the baseline
with two dependent variables (Figure 4). For each | model. The chi-square difference test provides
of the dependent variables the coefficients of support that the baseline model fits the data
determinants are shown together with their significantly better than any of the constrained
standard errors. All the studied determinants models. Therefore, support is found for each of
have been previously found to have a positive the hypotheses H2a to H2d. Based on these
effect on loyalty. The dependent variables are empirical results we can conclude that the

switching (disloyalty) forecasts and the obtained | switching intentions and the switching
negative sign of coefficients corresponds to the expectations differ in their explanatory variables.

literature.
4. GENERAL DISCUSSION
3.4. COMPARING COEFFICIENTS
BETWEEN THE SWITCHING 4.1. CONTRIBUTION TO THE THEORY

INTENTIONS AND EXPECTATIONS The purpose of this paper is to extend our
understanding of how determinants influence
customer loyalty. We base our study on the
difference between the intentions and
expectations perspectives. A proposition was
made that measuring customer loyalty with these
) : : two perspectives triggers different cognitive
intentions and the expectations appear to be processes with regards to forecasting loyalty.

different, which is in line with H2a to H2d. Both When customers are asked about their intentions,
satisfaction and attitude towards switching have they tend to take a more inward-looking

In hypotheses H2a to H2d we have proposed that
the determinants of loyalty differ in how they
influence the switching intentions and the
switching expectations. In Table 3 we can
observe that the coefficients between the

a stronger effect on switching intention than perspective and focus on the factors that are
switching expectation. On the other hand, trust under their control, such as their own motivation
and perceived switching costs have a stronger and reasons for future behavior. On the other

effect on expectations than intentions. In order to | hand, when customers are asked about their
test whether these differences in coefficients are | expectations, they tend to take a more outward-
significant, the two factor model based on Figure | |ooking perspective and focus more on the

4 is taken as the baseline model. NeXt, for each factors beyond their ControL such as the

of the determinants a constrained structural obstacles and risk associated with loyalty
model is constructed, where the coefficient of the | pehavior.

specific determinant is held equal for both

dependent variables. For example, the We find support that determinants of loyalty differ
constrained model for satisfaction is based on in how they influence loyalty intentions and
Figure 4 with the constraint that the two expectations. These differences in effects are
coefficients for the switching intentions and the based on the inward or outward-looking nature of
switching expectations are the same. determinants. Satisfaction and Attitude towards

switching are more inward-looking determinants
The baseline (unconstrained) model and the four | and are found to be better predictors of loyalty
constrained structural models are tested for fit intentions as opposed to loyalty expectations. On
and the fit indices are found in the Table 5. Next, the other hand, Trust and Perceived financial

Table 5: Testing models for the difference in the path coefficients

Constrained coefficient in the Fit indices Model comparison
model (hypothesis) (all A df = 1)
None (baseline model) 104 187.13 .90 .93 .077 Baseline model
Satisfaction (H2a) 105 257.34 .82 .85 112 Ay2=7021*
Attitude towards switching (H2b) 105 223.78 .85 .88 .093 Ay?2=36.65"
Trust (H2c) 105 205.07 .87 .91 .088 Ay2=17.94*
Switching cost (H2d) 105 217.67 .86 .90 .092 Ay2=3054*

** - significant at p < .01
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switching costs are more outward-looking and
are found to be better predictors of loyalty
expectations as opposed to loyalty intentions.

This study therefore contributes to the discussion
about the roles and influence of determinants of
loyalty (e.g., Oliver, 1999; Brady et al., 2005). As
mentioned previously, there is still no agreement
about which determinants are central to loyalty.
Our results suggest that satisfaction is the most
important determinant for loyalty intentions, while
trust is the most important determinant for loyalty
expectations. In previous research, either
intentions or expectations have been used to
capture forecasts and therefore different empirical
findings can be due to researchers using different
measures.

Loyalty intentions and expectations have been
previously proposed to be different constructs
(Warshaw and Davis, 1985; Sheppard et al., 1988;
Soderlund and Ohman, 2005). Here, a stronger
support is provided, as they differ both in the
measurement model as well as how they are
influenced by determinants (Zaltman et al., 1982).

The question now remains, which of the two
measures of loyalty should be used, when aiming
to identify its determinants? The answer is that
they can both be useful, given that it is
understood that they evoke different
perspectives. When loyalty behavior with few
obstacles is explored, such as word-of-mouth,
then the intentions perspective might provide a
better insight about which determinants matter
most. However, when the studied loyalty behavior
is more complex and depends on external
factors, such as switching the service provider,
then the expectations perspective might be more
suitable.

4.2. MANAGERIAL IMPLICATIONS

Marketing researchers interchangeably use
intentions and expectations measures, which can
lead to misleading findings about how
determinants influence loyalty. When measuring
loyalty with an intention question, inward-looking
determinants, such as satisfaction, would be
supported as central. However, if loyalty
expectations were used, then outward-looking
determinants, such as trust and switching costs,
would emerge as key to customer loyalty. Using
different measures would lead to different
findings and therefore different focus and actions
in loyalty programs.

The intentions and expectations measures
provide different views on loyalty and can both be

of interest to managers. Loyalty intentions signal
customer’s motivation to remain loyal, which can
lead to a positive word of mouth, willingness to
pay more, or up-grade the service. However,
companies would like their customers to stay
loyal even in the case of a bad service or a
competitive offer. The construct of loyalty
expectation signals this deeper commitment to
the current provider. In order to achieve a higher
level of loyalty expectation, companies should
refocus their attention and resources to build
trust with their customers as well as to increase
perceived switching costs (e.g., penalty fees).

Our findings are important both for companies
that are defending their customer base, typically
incumbents, as well as companies trying to
expand their customer base, typically new
entrants in the market. The first group is working
heavily on increasing satisfaction, trust, switching
costs, and attitude towards switching behavior.
On the contrary, the new entrants try to win
customers over by decreasing switching costs
and changing attitude towards switching by
making it easier for customers to switch. The new
entrants can also try to undermine trust in the
incumbent.

4.3. LIMITATIONS AND FUTURE RESEARCH

Previous research has identified that expectations
are better predictors of actual behavior compared
to intentions (Sheppard et al., 1988; Soderlund
and Ohman, 2005). A limitation of this study is
that an actual behavior was not measured. This
would make the study richer and provide a further
test of the relation between loyalty forecasts and
behavior. Nevertheless, the focus of this study is
on the relation between determinants of loyalty
and forecasts of loyalty. Understanding this
aspect of loyalty is important as many academics
and practitioners use customer forecasts and not
actual behavior to measure loyalty, draw
conclusions, and make decisions.

The second limitation comes from the sample,
both in terms of the small sample size as well as
the student population. The hypotheses would
need to be tested using a broader population and
a bigger sample. Nevertheless, as the effects are
found within such a homogenous group, it is
proposed that they are also present in the
broader population. Further studies done in other
industries and countries would provide tests for
generalizing the proposition.

Another important limitation is that only switching
behavior was studied. Zeithaml et al. (1996) have
proposed that in order to gain the full picture of
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relevant factors in customer relationship
management, one needs to study a broader set
of behaviors: such as positive and a negative
word of mouth, complaining, cross, and up-
selling. In addition to this, effects of other
determinants of loyalty would need to be
explored, such as value for money, quality, cost,
length of relationship, and customer
characteristics (e.g. gender or age).
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APPENDIX: MEASURES USED
FOR STUDY CONSTRUCTS

Switching Intentions (ten-point scale, »do not agree at all« /
» agree completely«)

11: 1 plan to change my mobile phone service provider.

12: | intend to start using another provider.

13: I will change my provider within the next year.

Switching Expectations (ten-point scale)

E1: | expect to change my provider in the future. ("do not
agree at all” /” agree completely”)

E2: How likely is that you will change it in the future? (“very
unlikely” /"very likely”)

E3: How likely is that you will stay with your current mobile
service provider? (as above)

Overall Satisfaction (seven-point scale) ("very dissatisfied” /
"very satisfied”)

S1: How satisfied or dissatisfied are you with your current
mobile phone service provider?

S2: Overall, how do you feel about it? ("very unhappy” / "very
happy”)

S3: How well does it meet your needs at this time?
("extremely poor” / "extremely well”)

Trust (seven-point scale, "do not agree at all” / "agree
completely”)

T1: | feel can trust my mobile phone service provider.
T2: My provider is responsive to customers’ problems.
T3: | feel my service provider is reliable.

Attitude towards switching (seven-point scale, “do not
agree at all” / "agree completely”)

A1: It would take me a lot of effort to choose another mobile
service provider.

A2: | do not feel like going through the whole process of
changing the mobile provider.

A3: Going through the process of changing the provider would
be an unpleasant experience.

Switching cost (seven-point scale, "do not agree at all” /
"agree completely”)

F1: Changing my mobile service provider would cost me
money.

F2: If | choose another service provider my costs will go up.
F3: Changing my mobile service provider would have
significant financial impact for me.
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