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Abstract

This study examines some major variables moderating the relationships of service quality, customer satisfaction,
and customer loyalty in mobile phone services. The study employed statistical analyses, such as reliability
analysis, factor analysis, and hierarchical regression analysis. The results of the study reveal that service quality
and customer satisfaction positively affect customer loyalty. In addition, service quality positively influences
customer satisfaction. Hence, customers with high perceived service quality and satisfaction also have strong
loyalty. Furthermore, the study verifies the fact that moderating variables positively influence the relationships
among the aforementioned factors. Among customers with a high level of perceived value, the effect of service
quality on customer satisfaction increases. In addition, when customers’ perception of reasonable price increases,
the impact of service quality on customer satisfaction increases as well. Finally, the study shows that as
perceived switching cost increases, the relationship between satisfaction and customer loyalty strengthens.
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1. Introduction

Today’s world of intensive competition requires firms to maintain the capability of high-quality service as
sustainable competitive priority. Higher quality service providers will satisfy customers, leading them to become
loyal customers. In addition, customer satisfaction has become the center of service marketing and operations
management because it is a general proposition to be a significant antecedent of customer retention and repeat
sales by positive word-of-mouth (Ryu and Han, 2010; Lee, 2010a).

The Korean mobile phone service market in the country is one with the highest mobile phone subscription rates
in the Asia-Pacific region (Lee, 2010b). However, as the market is already saturated, in order to open the way for
improving firm profit, service providers need to implement marketing strategies by focusing on customer
retention (Turel and Serenko, 2006). There are three providers of mobile phone services (SK Telecom, Olleh KT,
LG U+), with 50.3%, 30.9% and 18.8% of market shares, respectively. According to the Korea Communications
Commission, the number of mobile phone users in Korea reached 53.2 million, which is more than the number
of the population in August 2012. Since January 2004, the implementation of number portability regulations has
allowed customers to retain their phone number when they switch to another service provider (Lee, 2010b). Thus,
the current market situation can be considered as being extremely competitive. The changes in Korea’s
competitive mobile phone service market demonstrate that customer retention has been advocated as an
important and more reliable source of superior performance (Lee et al., 2001). To sustain loyal customers,
service providers should initiate customer satisfaction programs, such as service recovery, complaint
management, and service quality warranty.

Prior studies examining customer retention have focused on customer satisfaction and service quality. Thus,
many researchers have paid close attention to the causal relationship of service quality, customer satisfaction,
and behavioral intentions (Cronin, Brady, Brand, Hightower and Shemwell, 1997). However, as a good number
of customers pay attention to the perceived value, price and switching cost as well as quality and satisfaction,
customers do not tend to always buy the highest quality service (Lee, 2010b; Olshavsky, 1985).

This study examines that higher quality service as well as the understanding of customer loyalty play a very
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important role in the mobile phone service market. It also suggests that, as with prior research, the concept of
perceived value, perceived price, and perceived switching cost should be applied to the mobile phone service
market in order to gain a deeper understanding of customer satisfaction and customer loyalty. The specific
objectives of the study are threefold: (1) to investigate the effects of service quality on customer satisfaction and
customer loyalty; (2) to examine the relationship between customer satisfaction and loyalty; and (3) to explore
the moderating roles of perceived price, perceived value, and perceived switching cost in the relationship among
service quality, customer satisfaction, and customer loyalty.

2. Theoretical Background and Hypothesis
2.1 Service Quality, Customer Satisfaction, and Customer Loyalty

Many definitions have attempted to describe what constitutes service quality. Higher-quality service indicates
that service quality can be defined only by customers and that it occurs when a service organization provides
service that satisfies the customer’s needs (Metters et al., 2003). Thus, simply speaking, service quality is
defined as the satisfaction of customer expectations. However, service quality is a complex construct which has
multi-dimensions or multi-facet characteristics. To verify the dimensions of service quality, a considerable
number of researches have been reported during the last twenty five years (Lee, 2010a). Specifically, Gronroos’s
(1984) two-dimensional model can be described as follows: 1) technical quality is “what a customer receives,”
and 2) functional quality is “how a service is provided or delivered.” On the other hand, Parasuraman et al. (1985)
conducted researches in several industry sectors to develop and refine SERVQUAL, a multiple-item instrument
to quantify customers’ global assessment of a company’s service quality. Their scale involved
expectations-perceptions gap scores along five dimensions: reliability, responsiveness, assurance, empathy, and
tangibles (Metters et al., 2003). Three years later, Parasuraman and his colleagues (1988) defined perceived
service quality as “the consumer’s judgment about the superiority or excellence of a product,” and confirmed the
five-dimension model. However, Cronin and Taylor (1992) and Teas (1993) argued that performance measures
as perceived quality is superior to the “perceptions-minus-expectations” measures. Hence, many previous studies
revealed that service quality can be described as a form of attitude that is related but not equivalent to
satisfaction, which results from the comparison of expectations with performance (Parasuraman et al., 1988;
Bolton and Drew, 1991; Cronin and Taylor, 1992; Lee, 2010a). In addition, other conceptual and empirical
studies suggest that service quality is comprised of service product, service environment, and service delivery
(Rust and Oliver, 1994) or interaction quality, physical environment quality, and outcome quality (Brady and
Cronin, 2001; Lee, 2011).

Although prior studies have mentioned that there has been much debate as to whether service quality dimensions
are antecedents of customer satisfaction (Cronin and Taylor, 1992; Parasuraman et al., 1994; Zeithaml et al.,
1996), in a majority of researches, service quality has a significant effect on customer satisfaction (Cronin and
Taylor, 1992; Taylor and Baker, 1994; Levesque and McDougall, 1996; Zeithaml et al., 1996; McDougall and
Levesque, 2000). For example, Cronin and Taylor’s (1992) SERVPERF model provides a theoretical basis for
the causal relationship between service quality and customer satisfaction. Jamal and Naser (2002) also reported
that the core and relational dimensions of quality in the banking service revealed to be positively related to
customer satisfaction. In addition, mobile phone service researches showed that service quality positively and
significantly influences customer satisfaction (Kim et al., 2004; Tung, 2004; Turel and Serenko, 2006; Kuo et al.,
2009; Lee, 2010a). Thus, it is possible to posit service quality as an antecedent of customer satisfaction.

Many studies have found a direct positive link between service quality perceptions and customer behavioral
intentions (Boulding et al., 1993; Zeithaml et al., 1996). Cronin et al. (2000) conducted an empirical research via
a large-scale survey of six industries and reported the causal effect of service quality on behavioral intentions.
Ranaweera and Neely (2003) showed that there is a strong association between service quality and customer
loyalty; that is, the higher the perceptions of service quality, the greater the level of repurchase intentions. Thus,
service quality is an important driver of customer retention. In addition to customer retention, service quality is
regarded to be a critical factor in the financial outputs of service firms. Service quality attracts customers with
unsatisfactory emotion toward their service firms (Venetis and Ghauri, 2000; Lee, 2010a). Bloemer, Ruyter, and
Wetzels (1998) and Aydin and Ozer (2005) insisted that service quality is one of the key drivers to increase the
number of loyal customers. Kuo et al. (2009) also found that there is a strong linear association between service
quality and customer loyalty. Most recent studies on the association between service quality and behavioral
intentions demonstrate that the two constructs have a strong causal relationship (Levesque and McDougall, 1996;
Zeithaml et al., 1996; Cronin et al., 1997; Cronin et al., 2000). Therefore, Hypotheses 1 and 2 are proposed as
follows:
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H1: Service quality has a positive and significant influence on customer satisfaction.
H2: Service quality positively and significantly influences customer loyalty.

Many service literatures also have reported that early research efforts focused on preventing confusion between
customer satisfaction and service quality by determining whether there is any distinction between the two (Bitner,
1990; Cronin and Taylor, 1992; Oliver, 1993). Customer satisfaction results from comparing and experiencing a
service quality which is encountered with what was expected (Oliver, 1980). Churchill and Surprenant (1982)
insisted that satisfaction can be viewed as an attitude, due to be assessed as the sum of satisfactions with various
attributes of a product or a service. Yi (1990) also showed that satisfaction can be conceived as an attitude. In
addition, Caruana et al. (2000) and LaTour and Peat (1979) suggested that satisfaction can be considered as a
post-decision experience construct, whereas an attitude can be viewed as a pre-decision construct. Rust et al.
(1994) reported that customer satisfaction and delight are both strongly influenced by customer expectations and
that the term “expectations” as used by behavioral researchers, which is “what is likely to happen, on average.”
They found a bewildering array of “expectations” that reflected what might, could, will, should, or better not
happen. When someone says that the “service exceeded my expectations,” what they generally mean is that the
service was better than they had predicted it would be.

Zeithaml and Bitner (2000) defined customer satisfaction as a consumer’s fulfillment response. In this regards,
satisfaction can be considered as a judgment that “a product or service feature, or product or service itself,
provides a pleasurable level of consumption-related fulfillment.” Customer satisfaction also can be explained as
the degree of customer’s positive feeling toward a service provider. Thus, it is very meaningful for service firms
to grasp the degree of customer perception in their services. On the other hand, a high level of customer
satisfaction may have a positive effect on customer loyalty (Deng et al., 2009). Favorable behavioral intentions
influence the ability of service providers to retain its customers to stay loyal to them as well as to recommend the
service to other customers (Cronin and Taylor, 1992; Zeithaml et al., 1996).

According to Turel and Serenko (2006) and Kuo et al. (2009), in the mobile phone service market, there is a
positive relationship between customer satisfaction and purchase intention. Deng et al. (2009) also found that
customer loyalty is not only the ultimate object for customer satisfaction measurement, but also a key
determinant of a firm’s long-term viability. Fornell (1992) mentioned that the higher the level of customer
satisfaction, the greater the level of customer loyalty. Jones and Sasser (1995) and Mittal and Kamakura (2001)
attempted to link customer satisfaction to customer retention and found a significant non-linear relationship
between the two constructs. Thus, Hypothesis 3 is proposed as follows:

H3: Customer satisfaction has a positive and significant influence on customer loyalty.
2.2 Three Major Moderators
2.2.1 Perceived Value

Perceived value has been known as a difficult concept to define and measure (Holbrook, 1994; Woodruff, 1997;
Zeithaml, 1988; Lee, 2010a). The majority of studies define perceived value as a trade-off between the benefits
and sacrifices (Zeithaml, 1988). Lee (2010a), mentioning that perceived value can be considered as the outcomes
or the benefits customers gain relative to the total costs customers pay. Holbrook (1999) emphasizes that
consumer value is the transaction between customer and the product from which value results from. According to
his research, consumer value consists of eight components; efficiency, excellence, play, aesthetics, politics,
morality, self-esteem, and spirituality.

Zeithaml (1988) defined consumer’s perception of value as the following four concepts. First, value is a low
price; second, value is whatever I want in a product; third, value is the quality I get for the price I pay; and finally,
value is what I get for what I give. Zeithaml also expressed the four definitions by combining them into an
aggregate definition: “perceived value is the consumer’s overall assessment of utility of product based on
perceptions of what is received and what is given” (Tung, 2004). Bolton and Drew (1991) also derived the
perceived service value from the perceived product value mentioned above.

Perceived value plays a moderating role in the relation of service quality and satisfaction. Several researchers
agree to the combined effects of perceived value and quality on satisfaction (Caruana, Money, and Berthon, 2000;
Ryu and Han, 2010). Caruana et al. (2000) examined that perceived value has a significant moderating effect on
the relationship between service quality and customer satisfaction. That is, the interaction between service
quality and perceived value explained more of the variance in satisfaction than the direct influence of either
service quality or perceived value on customer satisfaction (Ryu and Han, 2010). Thus, Hypothesis 4 is proposed
as follows:
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H4: Perceived value has a significant influence on the relationship between service quality and customer
satisfaction.

2.2.2 Perceived Price

Price is distinguished between objective price (the actual price of a product) and perceived price (the price as
encoded by the consumer) (Jacoby and Olson, 1977). This distinction indicates that the objective monetary price
is frequently not the price encoded by the consumer. Zeithaml (1988) also delineated the components of price:
objective price, perceived nonmonetary price, and sacrifice. Some studies reveal that consumers do not always
remember the objective prices of products, but they do encode prices in ways that are meaningful to them
(Zeithaml, 1982, 1983, 1988). Perceived price can be defined as “the customer’s judgment about a service’s
average price in comparison to its competitors” (Chen et al., 1994). Perceived price focuses on customers’
concerns as to whether they are being charged more than or about the same as charged by competitors. Zeithaml
(1988) insisted that consumer perception of value is highly related to the perception of price, and that the
measurement of perceived value includes price perception. The National Council of the Green Consumers
Network (2012) in Korea reported that many mobile phone subscribers were dissatisfied with the level and types
of service charges. Ryu and Han (2010) found that the perceived price has a significant effect on the relationship
between quality and customer satisfaction in the quick-casual restaurant industry. That is, customers’ perception
of a reasonable price enhances the effect of service quality on customer satisfaction. Thus, Hypothesis 5 is
proposed as follows:

HS5: Perceived price has a significant effect on the relationship between service quality and customer satisfaction.
2.2.3 Perceived Switching Cost

Switching cost is defined as the cost of changing services in terms of time, monetary value, and psychological
factor (Dick and Basu, 1994; Lai et al., 2011). Switching cost includes the search cost (the cost of time spent for
searching information) and the transaction cost (the cost of time and effort) (Schlesinger and Schulenburg, 1991).
In the case of mobile phone services, the intention of customers to churn reduces due to switching costs, such as
time spent for searching information about subscript conditions and the effort needed for changing mobile phone
service providers. Additionally, switching cost not only produces barriers to customer churn, but also weakens
the effect of satisfaction on customer loyalty. Jones et al. (2000) suggest that when the perceived switching cost
is lower, the unsatisfied customer is less willing to remain with the current provider than the satisfied customer;
when the perceived switching cost is higher, the unsatisfied customer keeps his/her current provider. Their
findings indicate that the effect of customer satisfaction on repurchase intention decreases under conditions in
which there exists a high switching cost (Lai et al., 2011). Lee et al. (2001) also examine that the link between
customer satisfaction and loyalty is weak when switching cost increases. Their results show that when customers
perceive that they must spend a greater amount of time and effort to search for service providers with a higher
level of customer satisfaction, they are more willing to keep their current service providers regardless of how
high or low the satisfaction is. Thus, Hypothesis 6 is proposed as follows:

H6: Perceived switching cost has a significant effect on the relationship between customer satisfaction and
customer loyalty.

3. Empirical Analysis
3.1 Measures

To confirm the content validity, the measures for all constructs were taken from the existing literatures. Service
quality refers to the customer’s overall perceived assessment of service performance (Cronin et al., 1997;
McDougall and Levesque, 2000, Lee, 2010b). Three items were used to measure the overall service quality:
“Overall service quality of this provider” was assessed by using a seven-point scale. The first item was anchored
by “poor” and “excellent.” The second item was anchored by “inferior” and “superior,” and the third item by
“low standards” and “high standards.” These items measured the overall perceived quality of services based on a
series of adjectives.

Customer satisfaction is a customer’s positive feeling about a service provider and the overall evaluation of the
consumption experience (Lai et al., 2009; Oliver, 1997; Stank, Goldsby and Vickery, 1999). Two items were
used to measure customer satisfaction: “Overall, how satisfied are you with this provider,” and “Overall, how
satisfied are you with the services you receive from this provider.” These items were adapted from Lai et al.
(2009) and measured on a seven-point Likert scale ranging from “very dissatisfied” to “very satisfied.”

Customer loyalty is related to a service provider’s ability to maintain its customers’ loyalty and persuade them to
recommend its services to potential customers (Zeithaml et al., 1996). Two items were used to measure customer
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loyalty (Cronin et al., 1997; Brady and Robertson, 1999): “The probability that I would use this service provider
again” and “The likelihood that I would recommend this provider’s services to a friend.” These items were
measured on a seven-point Likert scale ranging from “very low” to “very high.” All measures and scales used in
the present study have been already proved in prior service literatures (Brady and Robertson, 1999; Cronin and
Taylor, 1992; Jamal and Naser, 2002; Oliver, 1997; Yi, 1990; Zeithaml et al., 1996; Zeithaml and Bitner, 2000).

Perceived value is a tradeoff between what customers gain and what they sacrifice (Cronin et al., 1997; Zeithaml,
1988, Lee, 2010a). Perceived value was measured by a single item: “Overall, the value of this provider’s services
to me is high,” and was assessed on a seven-point Likert scale ranging from “strongly disagree” to “strongly
agree.”

Perceived price is the customer’s judgment about a service’s average price in comparison to its competitors
(Chen et al., 1994; Ryu and Han, 2010). Perceived price was measured by a single item: “Overall, the price that
this provider charges me is reasonable,” and was assessed on a seven-point Likert scale ranging from “strongly
disagree” to “strongly agree.”

Perceived switching cost is what customers give up in order to obtain service, including monetary costs, such as
money, and non-monetary costs, such as opportunity costs, time, and efforts (Cronin et al., 1997; Kuo et al., 2009;
Zeithaml, 1988). Perceived switching cost was measured by a single item (Lai et al., 2011; Lee et al., 2001):
“Overall, the perceived difficulty to change competitor’s service is high,” and was assessed on a seven-point
Likert scale ranging from “strongly disagree” to “strongly agree.”

3.2 Data Collection

Respondents in the study included 283 respondents who responded to face to face questions asked by trained
interviewers in October 2011. They were drawn from the present service subscribers residing in Seoul. A
stratified sampling technique was used for collecting the survey data (Lee, 2010b). The response rate in the
survey was about 99%. As shown in Table 1 the respondents’ characteristics appear to be representative of
mobile phone users in Korea. This study employed a hierarchical regression analysis in order to test the
hypothesized relationships and used the SPSS 12.0 software. A total of 51.9% of respondents was male.
Regarding age, 26.9% were between the ages of 10 and 19, 29.7% were between the ages of 20 and 29, 24.0%
were between the ages of 30 and 39, 11.7% were between the ages of 40 and 49, and 7.8% were 50 over. A total
of 51% had an associate’s or a bachelor’s degree, while 45% had a high school degree. Almost 54% were SK
Telecom subscribers.

Table 1. Demographics of respondents

Variable Item Frequency (%)

Gender Male 147 (51.9)
Female 136 (48.1)
Under 20 76 (26.9)
20 to under 30 84 (29.7)

Age 30 to under 40 68 (24.0)
40 to under 50 33 (11.7)
Over 50 22(7.8)
High school 128 (45.2)

Education level Associate’s or Bachelor’s degree 143 (50.5)
Master’s degree or above 12 (4.3)
Under 1.5 million won 92 (32.5)

) 1.5 to under 3.0 million won 85 (30.0)

Monthly income o
3.0 to under 4.5 million won 63 (22.3)
Over 4.5 million won 43 (15.2)
SK Telecom 152 (53.7)

Service provider Olleh KT 88 (31.1)
LG U+ 43 (15.2)
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3.3 Assessment of Reliability and Validity

To assess the reliability and validity of the measures of each construct, this study used the internal consistency
and exploratory factor analysis. The results of reliability and validity are shown in Table 2. The scales showed
acceptable reliability as all alpha coefficients were greater than 0.7 (Nunnally, 1978). The exploratory factor
analysis was conducted along with a principal axis factoring analysis with OBLIMIN oblique rotation for the
measurement items designed to measure multidimensional constructs. The analysis produced a solution with
three factors, which accounted for 79.25% of the total variance explained. The values are considered satisfactory
in social sciences.

Table 2. Results of reliability and validity

Construct Item Loading  Total variance explained (Cumulative %) Cronbach’s a
SQ1  0.85
Service quality SQ2  0.97 57.95 0.95
SQ3 094
CS1 091
Customer satisfaction 73.65 0.91
CS2  0.89
CL1 0.79
Customer loyalty 79.25 0.78
CL2 0.78

As presented in Table 2, the loading values were higher than 0.70, and the cumulative total variance explained
values that were higher than 50%, suggesting that the validity of the scale was satisfied (Hair et al., 1998). The
results, therefore, confirmed that the instrument had satisfactory validity.

3.4 Hypothesis Test

The regression model was conducted in order to test the hypotheses. Many researchers agree that one of the
clearest ways to test the moderating and mediated effects is to use a hierarchical regression analysis based on
Baron and Kenny’s (1986) methodology (Aiken and West, 1991). They show that a moderator effect can be
represented as the product of an independent variable and a factor, which specifies a condition for its operation
(Lee et al., 2001). If the interaction terms are significant, the moderator hypotheses are supported. Additionally,
if all of hypotheses 1, 2, and 3 are supported, customer satisfaction becomes the mediator in the relationship
between service quality and customer loyalty.

Table 3. Results of a hierarchical regression analysis

. Customer satisfaction Customer loyalty

Independent variable

Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7
SQ 0.52"" 0.39™ 027" 0.53"" 024"
SQx PV 0.03” 0.02"
SQ x PP 0.03"
CS 0.67"" 0.58"" 0.55""
CSxPS 0.02""
R? 0.25 0.26 0.28 0.38 0.39 0.22 0.41
F 93.13™  50.08""  36.0377  171.08™" 9096  78.69""  98.44™"
AR? - 0.01 0.02 - 0.01 - 0.19
AF - 5.54" 6.09" - 712" - 92.56™"

Note: SQ = Service quality, PV = Perceived value, PP = Perceived price, PS = Perceived switching cost, CS =
Customer satisfaction

¥ p<0.05 " p<0.01

Table 3 presents the results regarding the moderating role of the perceived price, perceived value, and perceived
switching cost, as well as the mediating role of customer satisfaction. In Model 1, the result indicates that service
quality (f=0.52, p<0.01) is a significant antecedent of customer satisfaction. Thus, H1 is supported. Mode 6
shows that service quality (f=0.53, p<0.01) also has a significant positive effect on customer loyalty. Therefore,

6



www.ccsenet.org/ass Asian Social Science Vol. 9, No. 2; 2013

H2 is supported. The result of Model 4 also supports H3. That is, customer satisfaction (f=0.67, p<0.01)
significantly affects customer loyalty. As indicated in Model 7, when customer satisfaction ($=0.55, p<0.01) is
entered into the model, the size of the direct impact of service quality (f=0.24, p<0.01) on customer loyalty is
reduced compared with the result of Model 6. The results also demonstrate a significant increment in the R? of
the model (AR*=0.19, p<0.01). Thus, there is a significant mediating role of customer satisfaction on the
relationship between service quality and customer loyalty. Additionally, customer satisfaction partially mediates
the impact of service quality on customer loyalty.

Models 2, 3, and 5 present the results of the moderating effects. Model 2 indicates that the interaction of service
quality and perceived value significantly affects customer satisfaction ($=0.03, p<0.05). The interaction’s
positive sign indicates that as perceived value increases, the association between service quality and customer
satisfaction strengthens. Hence, hypothesis 4 is supported. This interactive term makes a significant contribution
in the R? of the model (AR?=0.01, p<0.05). Hypothesis 5 is also supported because the interaction of service
quality and perceived price significantly influences customer satisfaction ($=0.03, p<0.05). The interaction’s
positive sign indicates that as perceived price increases, the relationship between service quality and customer
satisfaction strengthens. This interactive term makes a significant contribution in the R* of the model (AR?=0.02,
p<0.05). Model 5 shows that the interaction of customer satisfaction and perceived switching cost significantly
affects customer loyalty. Therefore, hypothesis 6 is supported. The interaction’s positive sign indicates that as
perceived switching cost increases, the association between customer satisfaction and customer loyalty
strengthens. This interactive term makes a significant contribution in the R? of the model (AR?=0.01, p<0.01).

4. Conclusion and Implication

Many service researchers have studied the importance of service quality and customer satisfaction and their
impacts on customer retention as well as on the firm’s profitability. However, the challenges of service firms are
to find other critical factors that moderate the relationships among service quality, customer satisfaction, and
customer loyalty. Previous studies have mentioned that the perceived value, perceived price, and perceived
switching cost are considered as moderators which play an important role in the relationships between service
quality, customer satisfaction, and customer loyalty.

This study investigated the factors influencing the customer loyalty of Korea’s mobile phone subscribers.
Specifically, the study focused on the factors moderating the relationships of service quality, customer
satisfaction, and customer loyalty. The results of the hierarchical regression analysis indicated that service
quality and customer satisfaction significantly affected customer loyalty. The results also revealed that service
quality was the significant antecedent of customer satisfaction. Thus, the results suggest that customer loyalty
may be most significantly influenced by high-quality services, and that service quality is still critical for
retaining customers and maintaining competitiveness. That is, if customers perceive a high-quality mobile phone
service, they may be more likely to stay with their existing service provider and recommend the provider to
others as well as encourage customers to share their positive experiences with others.

In addition, when customer satisfaction was entered into the link between service quality and customer loyalty,
there was a significant mediating role of customer satisfaction on the relationship between service quality and
customer loyalty. As such, prior studies have showed the importance of customer satisfaction and its effect on
customer loyalty (Woo and Fock, 1999; Lee, 2010a, 2010b). Thus, customer satisfaction was a key factor in the
relationship between customers and service providers.

The results of the moderating effects demonstrated that the interaction of service quality and perceived value
significantly affected customer satisfaction. The interaction’s positive sign indicated that as perceived value
increases, the association between service quality and customer satisfaction strengthens. The interaction of
service quality and perceived price significantly influenced customer satisfaction. The interaction’s positive sign
indicated that as perceived price increases, the relationship between service quality and customer satisfaction
strengthens. The interaction of customer satisfaction and perceived switching cost significantly affected
customer loyalty. The interaction’s positive sign indicated that as perceived switching cost increases, the
association between customer satisfaction and customer loyalty strengthens.

These results have important implications for practitioners; they should determine the exact roles of the
perceived value, perceived price, and perceived switching cost in their customers’ satisfaction and loyalty.
Specifically, if perceived switching cost plays a crucial role in the relationship between customer satisfaction and
customer loyalty, marketing practitioners should incorporate the cost into their customer loyalty relations. They
need to discard the view that improvements in customer retention can only be achieved through improved
customer satisfaction. By considering the roles of perceived value and price in the relationship between service
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quality and customer satisfaction, marketing practitioners may be better able to improve customer satisfaction.

This study was limited by the fact that the respondents were residents of Seoul. Therefore, future research using
nation-wide data is warranted to strengthen the findings of this study.
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