

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	The Role of Expectation-Reality Discrepancy in Mobile Service Contracts

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			44 Pages
		
		

		Posted: 3 May 2017
		
		
		
	

	
		
			
			




	See all articles by Xuying ZhaoXuying Zhao
University of Notre Dame
Hong Guo
Arizona State University; Arizona State University (ASU) - W.P. Carey School of Business
Gangshu (George) Cai
Santa Clara University
Shubho Bandyopadhyay
University of Florida - Warrington College of Business Administration


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: April 25, 2017

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Mobile carriers used to enforce service contracts on consumers. However, recently major mobile carriers have eliminated contracts. We investigate carriers' contract and marketing strategies. We identify Expectation-Reality Discrepancy (ERD) as a key determinant. A carrier's ERD is defined as consumers' ex-ante expected valuation minus their ex-post realized valuation of the carrier's service. Main findings include: Carriers' contract strategies critically depend on their ERDs rather than the true service valuations. A carrier with a higher ERD is more likely to enforce contracts, regardless of whether the true service valuation is higher than that of her competitor. Carriers should enforce contracts only when they have positive ERDs. When both carriers have positive ERDs, cross switching occurs, resulting in that some consumers located closer to a carrier switch to the other carrier and vice versa. Contracts have the competition-intensifying effect. When carriers enforce contracts, their competition on promoting consumer expectations is intensified, leading to higher ERDs with contracts than without contracts. Finally, both contracts and positive ERD marketing strategies hurt consumer welfare. 
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