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Abstract 
Background- Today online subscription based information products are becoming all the 

more common. A lot of them are using a immediate reward to compensate the quality 

uncertainty customer's experience. Even though an immediate reward creates a lot of 

customer attraction, some services today struggle with customer retention. 

Purpose- The purpose of this study is to examine how timing of rewards and quality 

uncertainty affects the choice of products. 

Method- For this study, four different surveys were conducted all representing one condition 

each. The survey was distributed to a total of 120 industrial workers from two different 

companies. A deductive reasoning lay as foundation for the construction of surveys.  

Result- Our result shows that under specific circumstances an immediate-and-delayed reward 

is preferable over an immediate reward alone. Also, when it comes to customer retention, a 

immediate-and-delayed reward is better at retaining customers when quality uncertainty 

becomes a factor.  

Conclusion- If customers have a reward upcoming, it is less likely they switch to the 

uncertain service even if there are an immediate reward present for the competing service. If 

they are going to switch service and have to give up their upcoming reward, they demand a 

significantly better quality at the competing service. 

Delimitations- This study focuses on the effects of timing of reward and quality uncertainty 

when customers choose or switch to an online subscription based information product. The 

study isolates timing of reward and quality uncertainty as major drivers for affecting purchase 

behaviour.  

 

Keywords: Timing of rewards, quality uncertainty, delayed reward, immediate reward, 

customer retention. 
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Sammanfattning 
 

Bakgrund- Idag blir abonnemangsbaserade informationsprodukter allt vanligare. Många av 

dem använder en omedelbar belöning för att kompensera för kundens kvalitetsosäkerhet. 

Trots att en omedelbar belöning skapar stor kundattraktion, klarar flertalet av tjänsterna idag 

inte av att behålla kunder i samma utsträckning. 

Syfte- Syftet med denna studie är att undersöka hur timing av belöningar och 

kvalitetsosäkerhet påverkar valet av produkter. 

Metod- För denna studie genomfördes fyra olika enkätundersökningar med olika villkor. 

Undersökningen distribuerades till totalt 120 industriarbetare från två olika företag. Ett 

deduktiv resonemang låg som grund för utformandet av enkäterna. 

Resultat- Vårt resultat visar att under specifika omständigheter skulle en omedelbar-och-

uppskjuten belöning vara att föredra framför enbart en omedelbar belöning. När det gäller att 

bibehålla kunder är det emellertid en omedelbar-och-uppskjuten belöning som bättre 

bibehåller kunder om kvalitetsosäkerhet är en faktor. 

Slutsats- Om kunderna har en kommande belöning, är det mindre troligt att de byter till 

tjänsten med osäker kvalité även om det finns en omedelbar belöning hos den konkurrerande 

tjänsten. Om de dock ska byta tjänst och måste ge upp sin kommande belöning, kräver de en 

betydligt bättre kvalitet vid den konkurrerande tjänsten. 

Avgränsningar- Denna studie fokuserar på effekterna av timing av belöning och 

kvalitetsosäkerhet när kunder väljer eller byter till en abonnemangsbaserad 

informationsprodukt. Studien isolerar timing av belöningar och kvalitetsosäkerhet som viktiga 

faktorer som påverkar köpbeteendet. 

Nyckelord: Timing av belöningar, kvalitetsosäkerhet, uppskjuten belöning, direkt belöning, 

bibehålla kunder. 
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Nomenclature 
 

Acronyms 

 

SOIP   Subscription based Online Information Product 

RM   Rational Man 

 

 

Explanations 

Quality  The amount of content a service provides. 

Reward  The reduction in price a company offer its customers.  
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1 Introduction chapter 
 

The following chapter introduces the reader to the current area that leads to the purpose of 
the study. It contains an introduction and a problem discussion about the topic and a research 
questions motivation. Research questions is be more deeply motivated by problem discussion 
and the delimitations that is been made. 
 
 

1.1 Background 
 

The background to our study is based on some of our personal observations over recent years. 

The observations are that when encountering new online information products (newspapers, 

music and movies), they all are presented with a special deal for the first purchase. These are 

all deals which you can obtain for your first purchase, which we choose to call immediate 

rewards. The rewards are often stated in a monetary way, for example “Subscribe now and get 

the first month/weeks free”, but sometimes in a non-monetary way, for example “Subscribe 

now and get a pair of headphones on bargain”. 

 

We could for example make observations at Spotify, Netflix and BookBeat which all provides 

a reward for us as first time customers (Spotify, 2017; Netflix, 2017; Bookbeat, 2017). Their 

common denominator is that they all are providing subscription based online non-contract 

information products. These are to us interesting companies to look at because of their fast 

growth over the recent years and their importance to the new digital era, but were we now can 

distinguish stagnation. As could be shown for the Netflix stock in the figure below:  

Figure 1.1 Netflix Stock History graph 2004-2016 (Carplinger, 2016). 
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We also noticed another common between the services. That after the first purchase was made 

and an initial reward was obtained there are no more rewards to come. No matter for how 

long one kept subscribing. This is where we are addressing a problem, a problem that could 

be a factor to the recent stagnation. For us, the absence of a future reward does not create an 

incentive to keep purchasing a product, when a competing service allowed us to obtain a deal 

when switching to their product. 

 

For comparison with products that uses a different type of rewards we looked at older services 

which also are available for purchase in a digital way. Examples are aviation and hotel 

industries where we found that they did not at all provide the same deal as the online 

subscription services. They are instead providing delayed rewards which could only be 

obtained when consuming their service several times. These delayed rewards comes the forms 

of point systems at SAS and Scandic, where repeat purchases are awarded with points which 

gives price reduction over time (SAS, 2017; Scandic, 2017). For us, this creates a bigger 

incentive to keep purchasing the service, when rewards could be obtained over time. 

 

Our theory from the observations to why there is a difference in timing of rewards between 

types of services is the factor of quality uncertainty. For information products there are often 

variability between products which has similar perceived content. Customers thereby get 

exposed to an uncertainty around the quality of a service. In the extension we believe that this 

type of information products needs to present an immediate reward to attract customers for 

the first time and overlook the uncertainty. The counterpart of older services where the variety 

is not as high (and where quality uncertainty is not as eminent), the most important part is to 

create incentives for further purchases. 

 

Our speculation around this area is if companies providing online subscription based 

information products could combine these two timing of rewards (immediate and delayed). 

This may seize the positive effects from both, the attraction from immediate rewards and the 

retention from delayed rewards. We are also speculating about the degree to which quality 

uncertainty affects the choice of product. 
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1.2 Problem discussion 
 

During our initial literature review we made the findings that large amount of literature and 

research was written about timing of rewards of older service-industries as aviation and 

lodging. Also, we found strengthening cases that immediate rewards were superior to delayed 

rewards regarding customer attraction and overlooking uncertainty of quality (“Sunny” Hu et 

al., 2010; Kim & Ulgado, 2012).  

 

We found some literature regarding rewards and promotions of “software as a service” in a 

business-to-business scenario with for example Gurnani and Karlapalems (2001) study in the 

area. But we understood that with the business-to-business scenario, rewards and price 

reduction is not as important and companies value service higher than these rewards (Ma & 

Kauffman, 2014). Therefore, the aspect of products for consumers gets more interesting to us, 

because here rewards is a bigger incentive and customers are more reward seeking. Not much 

was found of written literature about timing of rewards of the newer online services built 

around monthly subscription without contract. We think that not much has been written 

because it is a relatively new area of products and that companies are in a “testing phase” 

regarding rewards to customers. Based on those perceptions we can justify an examination of 

the area. 

 

In a market with growing competition, as the online information product market, more and 

more products are introduced and a variation between products is increased. When the 

variation of products gets increased, quality uncertainty of products are also increased 

(Fournier & Yao, 1997).  

 

The choice of examining online subscription information products are that they are perceived 

as experienced goods, where the quality of the product is only learned when consumed 

(Nelson, 1970). The mechanism that forms the basis of quality uncertainty reasoning and 

argumentation has its roots in the prospect theory. The prospect theory summed up follows as: 

perceived risk of a loss weights heavier than perceived chance of a gain when the loss and 

gain are equal (Kahneman & Tversky, 1979). Quality uncertainty is therefore perceived as a 

risk of loss and it becomes a switching cost, which is a perceived extra cost when about to 

make a purchase among products. The quality uncertainty then becomes a factor when 
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choosing among products.  

 

Our observations were in line with literature regarding that an immediate price reduction 

makes it cheaper to customers to try out a product and it comes without a counterclaim. It 

becomes an invitation to try new products (DelVecchio et al., 2006; Jang and Mattila, 2005; 

Kivetz and Simonson, 2002). This means that companies are using an immediate reward 

(most commonly price reductions) to make customers overlook the quality uncertainty. 

Thanks to the rapid response time in such rewards, the immediate reward is a tool that is 

suitable in a switcher heavy industry as many of the new world-wide technological 

commerce’s are (Huang et al., 2014). 

 

The problem lays in that when every competing company are using an immediate reward to 

attract customers, the incentive for customers to keep purchasing a product from the same 

company are reduced (Shugan, 2005). Companies then struggle because customers are 

requesting higher flexibility among products to find the one that is the most suitable for their 

purpose (Ndubisi & Moi, 2005).  

 

For companies to assure more than one purchase from a customer it is then important to create 

another cost for switching product. The switching cost that we want to investigate is an 

introduction of a delayed reward to complement the existing immediate reward.  

We know that delayed rewards are commonly used for older services as aviation, where 

quality uncertainty is not as high as for online information products. This kind of reward aims 

at getting customers to repeat purchase i.e. it acts as a lock-in (Ou et al., 2011), as quality 

uncertainty does not constitute a switching cost. As a customer, you see the opportunities of 

repeat purchases at the same company when upcoming rewards are to be obtained.  

 

We want to investigate if that is the case for online subscription information products (where 

quality assurance is a factor) as well. If companies in this market today really make use of the 

most effective timing of reward or if a change in timing of reward would be preferable. 

 

 

1.3 Purpose 
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The problem established earlier in the chapter around that SOIP companies do not create a 

strong incentive to retain customers have resulted in the subject of this master thesis and the 

purpose is developed around it. 

 

The purpose of this study is to examine how timing of rewards and quality uncertainty is 

working as incentives and affects the choice of and switch between online information 

products that are non-contract binding. 

 

To make sure that the purpose of this thesis will be reached, two research questions have been 

developed which this thesis strives to answer.  
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1.4 Research questions 
 

Both of the research questions are based upon online subscription based information products. 

 

1. Under what circumstances would a combination of immediate-and-delayed reward be 

preferable to just an immediate reward when customers choose product? 

 

2. How can the addition of quality uncertainty affect the customer's choice or switch of 

product when the customer is required to choose between a product with immediate 

reward and a product with immediate-and-delayed reward combination? 

 

 

1.5 Delimitations 
 

The study will focus on: 

- Online based information products which is only oriented towards individual 

consumers (where a purchase is made once per period, without contract). 

 

- The effects of the purchase incentives which we examine will be limited to timing of 

rewards and quality uncertainty of products. 

 

- We will relate to a competitive market where the customers have the opportunity of 

choice but which contains only two operators. 
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1.6 Disposition 

Chapter 1 - Introduction Chapter 

The first chapter provides an introduction to the thesis, including a brief background to the 

problem and a problem discussion. Purpose, research questions and limitations for the thesis 

are also provided. 

 

Chapter 2 - Literature review 

The second chapter, the literature review, aims to describe and examine previous academic 

work related to different types of rewards and quality uncertainty in subscription industries. 

Also, with a broader perspective of decision making through prospect theory. 

 

Chapter 3 - Method 

The method chapter describes and analyzes the chosen research method, also including 

analysis of strategy, literature review and studies.  

 

Chapter 4 - Results 

The result chapter contains the results of deductive reasoning and the answers and results of 

our surveys. It also includes statistical analyzes of the survey questions. 

 

Chapter 5 - Analysis 

The fifth chapter provides a thorough analysis of the outcomes and surfaced issues, 

connecting the study results with the literature review. 

 

Chapter 6 - Concluding discussion and further research 

The sixth and final section of the thesis concludes and discusses the findings of the study.  

 

Chapter 7 - Limitations, further research and implications 

In this chapter suggestions for further research and limitations within the subject are provided. 

We also discuss the implications which this thesis provides. 
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2. LITERATURE REVIEW 
 

This chapter presents previously published literature in the fields that is linked to the study. 
The purpose is to give the reader relevant background information. The chapter will present 
relevant findings and explanations from previous studies on the subject of choice. 
 
 
In the literature review, based on our research questions, four relevant areas of literature are 

considered. Last we develop four hypotheses based on this chapter which acts as guidelines to 

answer the research questions. 

 

 

2.1 Subscription Based Information Products 
 

Literature found regarding rewards and promotions of “software as a service” in a business-

to-business scenario with for example Gurnani and Karlapalems (2001) study in the area. 

With the business-to-business scenario, rewards and price reduction is not as important  and 

companies value service for these products higher (Ma & Kauffman, 2014). Therefore, the 

aspect of products for consumers gets more interesting to us, because here rewards is a bigger 

incentive and customers are more reward seeking. 

 

Ever since the evolution of online content, digitalization of products has implied easier access 

to content for consumers (Chyi, 2005; Hwang et al., 2017). With the transfer to online 

content, production cost were greatly reduced for producers (Shaw & Mahoney, 2000). 

With the introduction of online content came the question of pricing and rewards, earlier 

companies had charged customers per-use (Cachon & Feldman, 2011 through Randhawa & 

Kumar, 2008) and rewards were usually limited to coupons and monetary rewards (Cotton & 

Babb, 1978). With the introduction of online content, companies were able to use 

subscriptions which gave customers full access to the products online for a fixed monthly or 

yearly fee (Hwang et al., 2017). For example in the newspaper industry, subscriptions are 

usually paid once a month and with no binding contract, i.e. customers do not have any 

cancelling time on a subscription (Chyi, 2005). This type of pricing opened up new 

possibilities when it came to rewarding strategies. An immediate price reduction makes it 

cheaper to try out the subscription and it comes without a counterclaim, it becomes an 

invitation to try new products. (Crespo-Almendros & Del Barrio-Carcía, 2016 through 
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DelVecchio et al., 2006). 

 

 

2.2 Timing of rewards and incentives 
 

The timing of a reward creates different incentives for customers’ behaviours. Customers as 

well as all organisms have a tendency to follow the path with the most positive consequences 

(Killeen, 1985). This phenomenon is called Incentive Theory and affects the choices we 

make. A reward affects individuals to make decisions which they did not think they would 

make Killeen (1985) and in this way, the reward acts as incentive. Time value of money also 

affects the choice of timing of reward since it is commonly known that money today is worth 

more than the same amount at a later time (Baye, 2010). 

 

Timing of reward, as established earlier in this report companies generally has two different 

ways of delivering a reward, either an immediate reward or a delayed reward. This is 

illustrated by Sällberg (2010) in the following figure: 

 

Figure 2.1 Sällberg (2010) illustrates immediate reward and delayed reward 

Incentive kind  SP          CRP 

Cost 

 

 

Benefit 

Decision point          t0      t1                   t0      t1 

 

Efforts are constant for the customer in both cases; in either case the customer makes two 

purchases. The unfolding of rewards is different in the two cases, in the first the reward is 

instant for the both purchases and in the second the reward is only distributed during a 

repeated purchase. The size of the reward is the same over time but it differs in the two cases, 

in the first model (SP) the reward is the same size for both purchases and in the second model 

(CRP) the reward is absent during the first time of purchase but is twice the size of the SP 

reward when a second purchase is made. 

 

These implications present value of rewards and changes in uncertainty of reward 
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unfolding/reward size may impact consumer behavior. 

Sällberg (2010) refers to the two timings of reward as SP (sales promotion) and CRP 

(customer reward program). In this paper on the other hand they are referred to as immediate 

reward and delayed reward but they still follow the same principle. Either the customer gets 

the reward immediately, what Sällberg (2010) calls sales promotion or the customer get the 

reward with a delay, what Sällberg (2010) calls customer reward program. 

 

 
2.2.1 Immediate reward 

 

2.2.1.1 Interpretation of immediate reward 
 

Immediate reward or immediate gratification techniques in the form of sales promotion has its 

major aim to during a short limited time of use, increase sales of brands and products. By 

doing so companies finds a way of gaining market shares (Santini et al., 2016). The short 

period of time has the objective of stimulating purchase intentions from customers. The 

purchase intentions are consciously created by a company to boost and generate higher sales 

with the help of immediate reward as a promotion of its product or service (Gupta, 1988; 

Eherenberg et al., 1994).  

 

It has over the years been questioned how effective immediate rewards are for attracting new 

customers. Srinivasan and Anderson (1998) agrees that there is a problem on a cost contra 

profit basis, as an immediate gratification for customers does not yield direct monetary wins 

to a company. But even though, it is still among the most popular promotion tools up until 

this date. Both in grocery stores as well as on internet based purchasing platforms. The 

success of the immediate reward as a phenomenon lies in the creation of incentives for 

customers to try out similar products to the ones in use or to make their first purchase of a 

new product (Lamb et al., 1990). The appeals to companies that are using immediate rewards 

are that the more customers trying a product, the more could be generated into long term 

customers. This happens through the initial relationship that is established between customer 

and company thanks to the immediate reward (Srinivasan & Anderson, 1998). 

 

Thanks to the fact that immediate gratification has been questioned through the years, but still 
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has been a distinguished customer attractor, lots of different forms of immediate rewards has 

been developed. Both monetary and non-monetary has been tested in different markets and 

industries to find the one most suitable to the specific situation. And lots of tools within 

immediate rewards have been renewed and altered (Low & Mohr, 2000). 

 

 

2.2.1.2 Types of immediate rewards 
 

As Campbell and Diamond (1990) and Mela et al. (1997) agree in, sales promotions as 

immediate reward can be categorized into two different types.  

 

The first type is the monetary promotion, which is defined by the orientation towards direct 

reductions in price. These promotions have the main purpose of finding short-term results in 

promoting a product.  

 

And the second type of sales promotion is the non-monetary one, which is characterized by 

offering customers extra products or services together with their primary product. This type of 

promotion also has the main purpose of boosting the short-term results when used in an 

immediate reward situation. Although the non-monetary rewards sometimes could be used by 

companies in a try to create more of a long term relationship which the monetary promotion 

does not (Santini et al., 2016). The monetary promotion has a bigger focus on the buying 

influence in the customer decision making process. This makes it the most reliable in the 

short-term when the main goal is laying in increasing sales volumes by reducing price (Aaker, 

1991). And the non-monetary sales promotion has the main goal of adding value in form of 

extra content to the primary product without changing the price in an unfavorable way to 

customers (Darke & Chung, 2005). 

 

The immediate monetary rewards often consist of the three sub-categories: price discount, 

coupons and rebates Alvarez and Casielles (2005) and is based on approaching the customer 

with a utilitarian benefit in the form of economical savings that motivates a purchase by 

customers with a perceived reduction of loss (Tan & Chua, 2004). These rewards is found in 

grocery stores with coupons on food products, by percentage off or by pure money off. (ICA, 

2017). 
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Regarding immediate non-monetary rewards, this most frequently consists of additional 

products to the primary one. For example it could be products linked to the primary product in 

the forms of “buy three, pay for two” for example Footway (2017) and Specsavers (2017). 

But also it could be an additional product that not has a direct link to the primary product, like 

certain newspapers or magazines with “Start a subscription today and get a free movie ticket” 

(Världens Historia, 2017). 

 

It also comes in ways that often are more uncertain in terms of rewards. For example as 

participations in contests and lotteries when starting subscriptions, which with luck could lead 

to an additional reward for customers (Ndubisi & Moi, 2005). The non-monetary rewards 

often has two different focuses, it could focus on short-term sales increase but also on long-

term brand communication that contributes with benefits to the customers by receiving a little 

extra from the purchase, which not is always visible as a promotion at first sight but often 

yields a bigger satisfaction over time (Kwok & Uncles, 2005; Wah Lee, 2002). 

 

 

2.2.1.3 Effects of immediate reward 
 

Immediate rewards is shown to have the ability in short-term to change the mind of 

customers, making them less skeptical towards products which they do not have a direct 

relationship with (Bin Yusuf, 2010). Also to address the effectiveness of immediate rewards 

when making consumers try new brands. For example a study was made in the Spanish 

magazine market where two similar magazines were compared to analyze the effects of 

immediate reward over a three month period. For one of the magazines a non-monetary 

rewards in the forms of various CDs was added and the other magazine was kept plain 

(Esteban-Bravo et al., 2009). The study showed that the CD enhanced the perceived value of 

the magazine where customers got two product instead of one. Which lead to increased sales 

over the three months of the rewarding magazine and decreased sales of the non-rewarding 

magazine.  

 

Strengthening the impact of immediate rewards, a study of a market where customers are not 

satisfied with the current service was presented. It was showed that an introduction of an 

immediate reward created strong incentives for customers to switch from a current service to 

another, which is using immediate rewards (Keh & Lee, 2006). Teck Weng and Cyril de Run 
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(2013) on the other hand, showed that immediate reward only has proven effect in creating 

attraction and loyalty regarding luxury- and expensive products. With no significant impact 

on cheaper, everyday products. 

 

Studies of the effects of immediate reward have also been conducted in markets where both 

immediate and delayed rewards are in use. Alvarez and Casielles (2005) studied the effects of 

immediate reward in relation to delayed reward. Their study showed that for low involvement 

household services and products, just over 24% of the initial sales were affected by immediate 

discount. But only 3.8% was affected by other product promotions, such as delayed reward. 

Showing that immediate reward were the most successful reward when boosting initial sales 

and acted as an incentive to try new products compared to delayed rewards. 

 

Also in high involvement services, Yi and Jeon (2003) studied the value perceptions of 

immediate versus delayed rewards. It showed that under high involvement services, such as 

beauty saloons the perceived value of immediate rewards were higher than for delayed 

rewards. Park et al., (2013) and “Sunny” Hu et al., (2010) proved that for a short term 

orientation in attracting customers, immediate rewards were favored to delayed rewards. 

Short term sales and loyalty impact were boosted by customers receiving immediate rewards 

due to a higher perceived value. Also, the monetary rewards show much greater impact than 

the non-monetary with this short term focus. It creates an initial incentive to purchase a 

product for customers that is sensitive to price. Their studies also showed that the longer the 

customer plans to continue purchase the product, the less favourable the immediate reward 

gets versus delayed rewards. This further shows that the strength of immediate rewards lies in 

a first attraction of new customers. Heidarzadeh Hanzaee & Esmaeilpour (2017) agrees with 

the earlier studies regarding simpler forms of service products. Showing in their study that 

immediate rewards creates higher customer loyalty compared to delayed rewards for casual 

dining and fast food restaurants. 
 

According to Gupta (1988) immediate price reduction in relation to other immediate rewards 

is the promotion type that increases sales figures the most in product purchases on direct 

basis. But Srinivasan and Anderson (1998) show that even if the immediate gratification is 

monetary or non-monetary it has the attributes of quick response to new products. In a way of 

being flexible to the specific market or industry and is applicable in almost every product 

context. It could either work as a motivator to change brand or product as well as to counter 
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market competitors in their attempt to claim market shares. Thanks to the rapid response time 

in such rewards, the immediate reward is a tool that is suitable in a switcher heavy industry as 

many of the new world-wide technological commerce’s are (Huang et al., 2014). 

 

Regarding negative effects Dowling and Uncles (1997) shows that immediate rewards 

generally and especially immediate price reductions could be working as an inhibitor in many 

markets. In the long run it creates a situation where it elicits heavy brand switchers whom is 

highly price sensitive. Their study also shows that this type of rewards does not create 

incentives for a long-term customer loyalty nor retention. Rao and Monroe (1988) found that 

immediate rewards had negative impact when overused. An overuse creates a negative impact 

on the perception of quality compared to competing products. Also Pauwels et al. (2004) 

demonstrated the harmful impact of immediate rewards over time. Where products and brands 

use complementary products or reduced prices created price sensitive customers. According 

to Mela et al. (1997) the overall perception and brand loyalty could be affected for a company 

using immediate rewards consecutive over longer periods. 

 

Keh and Lee (2006) could show similar findings in their research. That immediate reward 

does not have an equally high tendency to create customer satisfaction as well as customer 

retention in the long run. In the matter of retaining customers after initial purchases the 

counterpart of delayed reward was shown to have much higher impact. Especially when the 

customer satisfaction level was high.  

 

 

2.2.1.4 Connection between immediate reward and information 
products 
 

When information products becomes more service oriented and online based, like Spotify and 

Netflix the physical products is not as prioritized anymore. With the technological advances 

in information products as services the coupons has been outdated as the most efficient tool 

(Ndubisi & Moi, 2005). 

 

Thanks to the up-speed commerce that online platforms brought, immediate price reduction 

has become more popular because of the easiness it brings, both to customers and companies 

(Low & Mohr, 2000). Within the IT-service industry, which is one of the fastest growing, 
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with tons of new unexplored online based services introduced each year customers are 

requesting flexibility among products, to find the one which they could benefit from the most 

(Ndubisi & Moi, 2005). Ndubisi and Moi (2005) present that with immediate gratification in 

the form of price reduction companies have found a way to be appealing and interesting to the 

customers. An immediate price reduction makes it cheaper to try out the product and it comes 

without a counterclaim, it is an invitation to try new products (Crespo-Almendros & Del 

Barrio-Carcía, 2016 through DelVecchio et al., 2006). 
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2.2.2 Delayed reward 

 

2.2.2.1 Interpretation of delayed reward 
 

A way of creating the sought for customer retention that immediate reward cannot provide is 

to use a strategic delayed reward or a loyalty program. Creating a delayed reward through a 

loyalty program can be a good way of creating both customer satisfaction and by that 

customer retention (Ou et al., 2011). Customer satisfaction has a way of creating customer 

retention (Rust & Zahorik, 1993 through Zeithaml, 2000) and a loyalty program is another 

way of creating customer retention (Duffy, 1998 through Bojei et al., 2013). 

  

When a customer changes from one product to another they experience switching cost, being 

a cost a customer has to go through even if the products seems to achieve the same function. 

This comes from the desire of the customer to choose an option where the quality is certain 

(Klemperer, 1995). By creating a customer reward program, companies can increase customer 

switching cost (Xie et al., 2015). According to El-Manstrly (2016) customer switching cost is 

greatly connected to customer satisfaction and customer perceived value. By making sure the 

customer is satisfied and has a high perceived value of the product or service the switching 

cost would be experienced as high. This would work both ways, if a customer has a low 

perceived value and low satisfaction the customer switching cost would thereby be low (El-

Manstrly, 2015). If a customer has been forced to change products multiple times, high 

customer satisfaction would be significantly harder to achieve. This means that customers 

switching experience have a negative effect on customer satisfaction (Matzler et al., 2015).  

It is true that there are many different ways to create customer satisfaction which leads to 

customer retention, but few of them are as systematically as a delayed reward system or a 

loyalty program (Baloglu, 2002 through Bowen & Chen McCain, 2015). 

 

2.2.2.2 Types of delayed reward 
 

When a delayed reward system is used as strategic tool and depends on the customer's 

purchase behaviour, it is often referred to as a loyalty program. Over the years, there have 

been lots of different definitions of loyalty programs. For example, loyal behaviour could be 

encouraged through strategic marketing efforts (Sharp & Sharp, 1997). Similarly, companies 

could integrate customer membership with strategic actions to make members more loyal 
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(Leenheer et al., 2007). Or more direct definitions like incentives through a marketing 

program for more profitable customers (Yi & Jeon, 2003). Correspondingly, reward programs 

in form of identifiable objects to promote customer repeat purchases (Palmer et al., 2000).  

 

Berman (2006) claims that there are 4 general types of loyalty programs.  

Type 1, a static price reduction for all customers that choose to be members.  

Type 2, customers get one unit for free after purchasing a specific amount of units.  

Type 3, is based on the amount a customer spends in the company.  

Type 4 is based on a specific customer's purchase history and customized rewards can be 

offered the customer.  

 

Choosing what kind of delayed reward system to use is essential, and a successful loyalty 

program would decrease customer price sensitivity, increase customer retention, increase 

customer satisfaction and overall increase firm performance (McCall & Voorhees, 2010).  

 

2.2.2.3 Effects of delayed reward 
 

As Sällberg (2010) concludes in his dissertation, a customer reward program could potentially 

convince customers to break their habit and choose different products or services than they 

usually would if a reward program is present. The habit breaking combined with the fact that 

loyalty programs and delayed rewards in general has a positive effect on customer purchase 

behavior (Meyer-Waarden, 2008), an assumption can be made. The assumption being that a 

delayed reward or a loyalty program can be used first to change customers purchase behavior 

and then to increase this purchase behavior, which brings a profit of the provider.  

 

As established under immediate reward there are two types of rewards even for delayed 

rewards, there are monetary rewards and there are non-monetary rewards (Yi & Yoo, 2011). 

The two reward types has different benefits and as García-Gómez et al. (2012) shows 

monetary rewards in general builds a short-term relationships and non-monetary rewards in 

general builds a long-term relationships with customers. The short-term relationship in line 

with a monetary reward in a loyalty program brings the price of the product or service closer 

to marginal cost and makes the customers continue to expect more which is impossible to 

give (Caminal, 2012). To build a successful long-term relationship a non-monetary reward 
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type should be used (Yi & Yoo, 2011). Also, to build a successful long-term relationship a 

loyalty program or delayed reward program should be used (Park et al., 2013). 

 

Delayed rewards are the less chosen reward in comparison with immediate rewards under 

most circumstances. An immediate reward is for the most part what customers prefer in the 

short-term relationship between buyer and seller. But when it comes to a long-term 

relationship between buyer and seller, a delayed reward has the substantial advantage if 

customers’ them-self could choose (Park et al., 2013). This gets even more interesting in 

(Oliver, 1997) through “Sunny” Hu et al. (2010) shows that customers who initially were 

interested in a short-term relationship with the seller, could transition to be interested in a 

long-term relationship with the seller if a delayed reward program was present. 

 

 

2.3 Product quality uncertainty 
 

Except for the purchase incentive of rewards, there are also other incentives for consumption. 

These are important for customers’ decision making around products. Especially in markets 

with many actors with similar products. One of the main incentives is the quality and that 

makes quality uncertainty a big part of the customer decision making process (Thaichon et al., 

2014). 

 

When talking about quality in terms of economics Edward H. Chamberlin (1933) was the 

most influential with his theory about monopolistic competition which was based on product 

differentiation. It highlights product quality as a variable at least as important as the price to 

customers, when purchasing a new product. Chamberlin (1953) through Lupton (2015) tells 

us that variations in quality, in contrast to the price, are much more difficult to assess. This 

difficulty is a scaring factor when customers faced with a product choice, because the quality 

is of the same importance as the price. 

 

When studies concluded that quality was one of the most important variables to customers in 

a purchase situation, research was intensified around consequences of product quality 

uncertainty (Lupton, 2015). For instance, Akerlof (1970) and Stiglitz (1987) researched 

around the phenomenon of asymmetric information and highlighted situations where the 

customer does not have all the information around a product, but where the producer has. 
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They could establish a consensus around that the difference in knowledge around a product's 

quality often became a threat to customers. As customer, one is feeling threatened in a 

situation where the quality is uncertain. For example, a situation where the provider could 

deceive customers into buying a product with lower perceived quality for same price because 

the producer has full information (Jan-Benedict et al., 1999; Matzler et al., 2008). Or they 

could even take advantage of the uncertainty from the customer view with overpricing 

products. When quality is certain to the customer Urbany et al. (1997) show the potential 

gains and losses will be perceived against a choice of uncertain quality. Due to the importance 

of security, the customer will choose the option where quality is known and it will be harder 

to attract customers without major rewards. 

 

And further research, for example Hollis (1999) had a goal to find mechanisms that could 

reduce the asymmetry in this information. The reduction of asymmetry in information around 

a product is most easily done through various certificates and labeling (Lupton, 2015). Even 

research that had focus on uncertainty around quality where all parties are uncertain of the 

quality was performed and Lupton (2005) concluded that this is the long run could result in a 

collapse of the whole market. When under longer periods of uncertainty from both parties the 

result is that customers are not willing to try new products or brands that is launched on the 

market, and that they rather stay at the corporation or with the product where one know what 

they get (Matzler et al., 2008). This is to eliminate possible losses that emerge when trying 

new products with uncertain quality. The company is also unable to communicate its quality 

and is therefore forced to use more rewards for customers, which is not sustainable for the 

long term. 

 

Rousseau et al. (1998) alludes that risk often is divided into two components, uncertainty to 

the outcome and the significance of the negative consequences that is associated with the 

outcome of a choice. Customers therefore weigh the risk they are willing to take against what 

they can gain in an exchange with quality uncertainty (Matzler et el., 2008). This is in line 

with human behavior and has its foundation in prospect theory, which is deeper, explained in 

the next theoretical part (Kahneman & Tversky, 1979).  

 

The balancing of risk versus reward leads up to that the most used strategy to avoid these 

differentiations in quality and a contingent loss is to become loyal towards a brand (Knox et 
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al., 1994). Customer loyalty is a consequence of not getting exposed to a risk at an exchange 

to another product. 

 

In a market with growing competition as the online information product market, more and 

more products usually are introduced and the differentiation of products gets smaller. When 

differentiation is reduced it is shown to make an increase in quality uncertainty to customers 

(Fournier & Yao, 1997). Also, that comes with strengthened loyalty to corporations which 

have been tested. The loyalty to tested and approved companies creates barriers to new 

companies that want to enter the market and gain market shares, which makes it difficult to 

retain within the market. And it requires less and less of the market to keep customers and still 

they still gain more influence over them (Matzler et al., 2008; Delgado-Ballester & 

Munuarea-Alema´n, 1999). This, often forced loyalty due to product quality uncertainty 

creates concern around customers when even switching barriers is established towards them 

(Alvarez & Vázquez Casielles, 2005). Also, Yen (2015) shows that when customers notices a 

risk to switch service as a result of quality uncertainty, it leads to a switching cost and that the 

tested company with known quality becomes more attractive. The security in quality can thus 

be the driving factor to loyalty, even preferred to price or reward (Tsao et al., 2016). This is 

positive to the companies which already are market leaders, because it is a convenient way of 

retaining customers without huge effort. But the quality uncertainty and the customer 

perceived risk has a rather negative effect to companies trying to gain market shares. These 

companies have to commit a bigger effort with bigger rewards into customer attraction and 

reducing switching costs. This could be done in the form of offering huge initial reward to 

compensate uncertainty with a positive incentive (Keh & Lee, 2006).  

 

Sheth and Parvatiyar (1995) and Matzler et al., (2008) explains that because a lot of markets 

and industries already got a elevated competition where many products and goods is available 

customers are driven to facilitate their own decision of at which company to become a 

customer. But homogeneous products do not always necessarily implicate and connote the 

same quality but only that the quality distribution of the goods is the same (Izquierdo & 

Izquierdo, 2007). Here, the brand becomes the predominant factor when one knows that a 

brand has good quality, brand loyalty becomes the primary and most proven risk reducing 

strategy to overcome the dilemma of quality uncertainty (Sheth & Parvativar, 1995). 
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To weigh up product quality in some way, customers often expects a higher marketed value of 

the service or product where quality is uncertain or unknown. Customers want to be rewarded 

with something extra in order to consider switching from the product in use where quality in 

known into a new product and service where it is uncertain (Ju Choi & Kim, 1996; Kim & 

Ulgado, 2012). That could favor a combination of immediate and delayed rewards where an 

initial reward acts as an incentive to switch and try a product. Promises of further rewards 

works as an incentive to lock customers, even if the quality should not be as expected 

(Matzler et al., 2015). Combined rewards balances the negative impressions of switching to a 

product which only offers immediate reward where quality is uncertain (El-Manstrly, 2016). 

Quality becomes of bigger importance at immediate rewards only because it does not get 

weight up over time if it is not as expected. 

 

 

2.4 Utility Theory and Prospect Theory 
 

The expected utility theory was developed by how rational individuals are assumed to make 

decisions that maximize the benefit of the outcome. The expected utility theory was adopted 

by Von Neumann and Morgenstern (1953) and Savage (1954) which choose to define the 

utility by monetary measures. That is, rational individuals are assumed to make decisions that 

maximize their current wealth. Both Savage (1954) and von Neumann and Morgenstern 

(1953) point out that the decision-making process of rational individuals in theory follows 

established rationality assumptions to maximize their benefit. Expected utility theory was 

though found not to capture how individuals make decisions in a lot of situations (Machina, 

1987; Fishburn, 1988). 

 

In 1979, Kahneman and Tversky (1979) published prospect theory as a new alternative 

explanation model for decision-making under risk (figure 2.1). Prospect theory differs slightly 

from expected utility theory, meaning that individuals value the change in wealth, that is, 

gains and losses (Kahneman & Tversky, 1979). 

 

Figure 2.2 Kahneman and Tverskys visualization of the prospect theory (Kahneman and 

Tversky, 1979). 
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The purpose of prospect theory was to more accurately depict the decision-making process of 

individuals. To enable this, Kahneman and Tversky (1979) put cognitive elements into their 

theory. Furthermore, they explain that prospecting theory is designed for simple prospects 

with monetary outcomes and probabilities. 

 

In extension, when applying prospect theory in economics the prospect theory portrays how 

an individual weighs economic gains and economic losses in relation to each other. It shows 

that a risk of an economic loss prevails the same chance of an economic gain (Dawes, 2004). 

Upon the fact that prospect theory incorporates an approach of human positioning and not just 

random occurrence, it has become one of the pillars of modern behavioural economics 

(Crompton, 2016). 

 

The new prospect theory is today still referred to as the viable risk vs. reward approach model 

(Li & Yang, 2013). It allows us to have various evaluations of losses and gains in mind; the 

prospect theory is constituted by three main principles (Crompton, 2016). 

The first one is that prospect theory has developed these earlier theories through a 

demonstration that prices lower than the reference price is perceived as profit and prices 

below the reference price is perceived as loss (Sherif & Hovland, 1961; Helson, 1964; 

Crompton, 2016) . 

 

The second main principle is divided into two dimensions (Ariely, 2009). The first dimension 

tells that additional added amount, win or loss, has less impact than the amount added earlier. 

It could resemble in a real-life scenario where the first SEK or dollar has the most impact, the 

second SEK or dollar has a little less impact and so on, which resembles to the law of 

diminishing marginal utility (Crompton, 2016). The second dimension is built around 
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diminishing price sensitivity and the fact that regarding new prices, it is not absolute value but 

proportionality that is the key to accepting them (Kahneman, 2011). 

 

The third principle, which is related to loss aversion and its influence, tells that there is an 

existing asymmetry in the weight ratio between positive and negative expectations. The 

negative feeling of losing money through price increase is much stronger than the positive 

feeling of gaining the same amount of money through a price decrease (Kahneman, 2011; 

Crompton, 2016). 

 

Crompton (2016) tells that for these principles to be verified it is expected from the prospect 

theory that one is thinking rational and logic, where one seek to maximize the utility. Also, 

that one acts upon relevant and preferably full information. 

 

With prospect theory, the great effectiveness of promotional prices and rewards can be 

explained. How decreases in price can be seen as direct gains in relation to the reference price 

because the privileges of the product will remain the same while the cost to take part of the 

same privileges will be lowered (Wu et al., 2014). The privileges can even be perceived as 

larger than they are with a decrease in price. This because the decrease in some cases will be 

appraised as an extra privilege which triggers the mind to a larger willingness to purchase at 

reduced prices (Crompton, 2016; Wu et al., 2014). 

 

Prospect theory says, therefore, that you do not want to be exposed to quality uncertainty as 

that is a risk, but also that this risk can be weight up with a big reward because it works like 

experiencing a gain in taking part in the reward. 

 

A decrease in price could therefore be very effective with the prospect theory view, when a 

price is put in relation with a reference price (Ariely, 2009). Ariely (2009) also proves that 

when approaching a new, high priced product it could initially occur resistance towards it. But 

when there is an opportunity to try it with a vigorous price decrease compared to the reference 

price a willingness to keep purchasing the product fully priced may occur because you know 

what you get in terms of quality. Also, as Crompton (2016) is mentioning, the foundation of 

prospect theory tells that a postpone of privileges is perceived as loss while a postpone of 

costs will be perceived as gains. 
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2.5 Hypothesis development 
 

Based on our literature review regarding timing of reward, product quality uncertainty and 

prospect theory, four hypotheses is developed in this thesis.  

 

When it comes to customer attraction, almost all found sources agree that an immediate 

reward is prefered over a delayed reward, and the larger the reward the more attractive. 

Therefor, under the circumstances with two competing services where quality uncertainty is a 

factor which affects both products and the only difference is the reward program, the service 

with the immediate reward would be the prefered choice in the short run (Park et al., 2013). 

Bin Yusuf (2010) shows that when in need of attracting new customers to a service, the most 

efficient way are to offer an immediate reward in form of a larger price reduction. With the 

shown effects of immediate reward in combination with the prospect theory which states that 

people tend to choose the option with the least risk (Kahneman & Tversky, 1979) we could 

develop our first hypothesis. 

 

H1: When customers face the choice of two similar services where quality is uncertain 

to both, majority of customers will choose the product with the largest reward up 

front. 

 

When a customer is in a situation of switching from one product to another they experience 

switching cost even if the products seem to achieve the same function. This comes from the 

desire of the customer to choose an option where the quality is certain (Klemperer, 1995). 

However, according to (Matzler et al., 2015), if customers are not fully satisfied with their 

current service, they are more likely to try new services. With the extension of Lamb et al., 

(1990) which shows that customers are more prone to try new similar products to the ones in 

use if there is a reward with the new option. If quality is known for product in use, but the 

competing option have a reward available majority of customers tend to switch (Bin Yusuf, 

2010; Keh & Lee, 2006). Upon that, our second hypothesis is developed. 

 

H2a: Customers tend to switch to a competing service with uncertain quality and an 

immediate reward under the condition that the current service used has average 
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quality and no delayed reward. 

 

When adding a delayed reward to a service, it creates another incentive to stay with a product 

and a greater switching cost is established (Ou et al., 2011). With that in mind we develop our 

third hypothesis. 

 

H2b: Customers tend to not switch to a competing service with uncertain quality and 

an immediate reward under the condition that the current service used has average 

quality and a delayed reward. 
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Our fourth hypothesis is based on the same grounds. A delayed reward is creating incentives 

to stay with a product, which makes a switch less likely. 

 

H3: Customers tend to require higher quality of a competing service to switch to this 

competing service under the condition that the current service used has average 

quality and a delayed reward.  
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3. METHOD 
 

This chapter describes the methods used in the study, supported by previous written 
literature. The chapter begins by presenting the choice of context to our study and further a 
data collection method is presented. This is followed by the method of analyzing the various 
aggregated data. 
 
 
3.1 Choice of survey context 
 

We wanted to investigate if our theoretically-developed hypotheses were in line with reality. 

In order to investigate theory versus practice, we conducted a survey with questions that were 

in line with our hypotheses. In this survey we investigated under what circumstances the 

factors of quality uncertainty and timing of rewards affected customers' preference in product 

selection. The choice of survey as the tool for our study was made due to the effectiveness in 

getting opinions by a large amount of respondents. Also, it could easily captures relationships 

between factors (Ghauri & Gronhaug, 2010). 

 

Since in a real environment it is difficult to isolate the interesting factors of our study, we 

constructed a fictional environment in which all factors except quality uncertainty and timing 

of reward were removed. We chose to do so because in our survey we wanted to only isolate 

how quality uncertainty was weighed versus timing of reward. By a fictional environment 

with limitations and assumptions we could isolate these factors through four different 

scenarios. In the scenarios customers were faced with a choice between two non-contract 

subscription based information products (Figure 3.1). The two products had different timing 

of their rewards. 
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The first option had only one major reward coming directly, while the other option had a 

fairly big reward that came directly and a smaller reward which could be obtained in the third 

purchase period. 

 

Figure 3.1 The models of immediate reward and our own combined immediate-and-delayed 

reward 

Incentive kind       Immediate reward(IR) Immediate-and-delayed reward(IDR) 

 

Cost  

 

 

Benefit 

 

 

In the study, subscription information product was put in relation to each other. We chose this 

because it required customers to purchase the service for a limited period before choosing 

either to make a new purchase at the current service or to switch to the opposing service. 

Subscription services are also dependent on repeated purchases, but as previously shown, they 

often lack incentives for it. 

 

The products that form the basis of the study are information products because quality and 

content are a key factor in these types of products. As mentioned in the theory chapter, 

information products are experienced goods, which mean quality is difficult to assess before 

the product is tested, but learned when tested. Information products also give us financial 

validity. In our study, we chose to use non-contract binding services because we want to give 

the customer the chance to change service after each period of a purchase. We therefore create 

competition between the two offers and their suppliers. 

 

 

 
3.1.1 Deductive reasoning 
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Before performing the survey, we choose to create a reference in which we could compare 

quality uncertainty with reward timing and how the respondents’ preference is weighted 

between the two. 

 

We created a scenario where we assumed how a rational individual would choose between 

two homogeneous products. When the only factor affecting product selection is rewards, we 

can create our reference point of how a customer would choose when quality uncertainty is 

not a factor. Since we only had one influencing factor and a less complex scenario, we 

concluded that using deductive reasoning would lead to an as equivalent result as an 

additional survey would have done. Therefore we did not consider it necessary to conduct 

another survey for this simpler scenario.  

 

Our deductive reasoning is based on the same reward model as our study and with following 

assumptions: 

● The two products are homogenous and quality is unknown. 

● At least 4 purchases will be made by the respondent. 

● The customer seeks to always maximize the reward. 

● The rewards can only be used once. 

● The customer can not subscribe to more than one service at the time. 

● The two services has no binding time (allows switching between services) 

● The price is the same for both products. 

● The total amount of price reduction (reward) for both of the alternatives is the same 

(in SEK) 

● There are no other substitutes for these products (no other actors is expected to launch 

products) 

● Customer experiences no switching cost when switching between options, except for 

the the potential loss of a reward 

 

The assumptions are made to only isolate the effects of reward, and eliminating external 

factors. In our deductive reasoning we chose to name the option consisting of only an 

immediate reward OnlineMusic and the option consisting of both an immediate and a delayed 

reward DigitalMusic. This makes it easier for the survey respondents later in the process to 

relate to the services.  
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After our deductive reasoning were accomplished, we received a result to which could add 

quality as a factor.  

 

 

3.2 Survey construction 
 

With the deductive reasoning as a reference, we could construct a survey based on four 

scenarios where product quality uncertainty becomes a factor (Table 3.1).  

 

We designed four conditions where each one became individual surveys. By using these 

conditions we could test four different scenarios where quality uncertainty and timing of 

reward varies. As mentioned earlier, other factors such as price and number of competitors, 

which usually affect the choice of product, will be kept constant. These four conditions aimed 

to create variations between quality uncertainty and reward to notice how customer product 

preferences were affected. 
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Our questionnaires are listed in Appendix 1-4.  

Table 3.1 Explanation of condition 1, condition 2a, condition 2b and condition 3. 

 Condition 1 Condition 2a Condition 2b Condition 3 

OnlineMusic Unknown 
quality, 30% 
rebate first 
purchase. 

Known quality, 
average. 
No reward. 

Unknown 
quality, 30% 
rebate first 
purchase. 

Quality decided 
by respondent. 
No rebate. 

DigitalMusic Unknown 
quality, 20% 
rebate first 
purchase, 10% 
rebate third 
purchase. 

Unknown 
quality. 20% 
rebate first 
purchase, 10% 
rebate third 
purchase. 

Known quality, 
average. 
10% rebate 
upcoming third 
purchase. 

Known quality, 
average. 
10% rebate 
upcoming third 
purchase. 

 

In condition 3 the respondent holds the service which has an upcoming reward. Respondents 

will then rate on a scale (1-10) how high quality the respondent expects at the opposing 

product to switch service and reject their upcoming reward. 

 

3.2.1 Assumptions 
 

We made a series assumptions that were kept general for all our surveys. By making them we 

made the results comparable across our conditions and made them not differ except for 

rewards and quality. 

 

The assumptions are: 

● Price is the same for every purchase of the services and is made once a month 

● The monetary sum of the rewards are the same for both services 

● At least 4 purchases will be made by the respondent 

● The customer can only subscribe to one service at the time 

● No binding time exists for any of the services (allows switching between services) 

● When customers switch to another service, they start from the first purchase period 

● There are no other substitutes for these products (no other actors is expected to launch 

products) 

● The total amount of price reduction (reward) for both of the alternatives is the same 

(in SEK) 
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● The rewards can only be used once 

 

The price was set to the same for both products so that the respondent's choice was not 

affected by the perception of monetary value. The sum of rewards is equal in both options, so 

that customers which only seek to maximize reward would not be given an obvious choice of 

product. We chose for the customer to make at least 4 purchases, because it enabled the 

customer to obtain all rewards if they wish. 

 

Respondents could only subscribe to one service at a time, which does not allow respondents 

to obtain multiple rewards at the same time; they had to make a choice. By making the 

customer start from the beginning when a switch between services is done, we created a 

switching barrier when there is a potential loss of reward in an exchange. No substitutes were 

available for the customer, so they had to choose only between the two test options and not to 

make argue that there may be additional competitors on the market. Finally, we assumed that 

rewards could only be used once to create a realistic picture of these kind of rewards and to 

exclude the incentive to change service every month. 

 
3.2.2 Questions 
 

All the four surveys started with a short introduction, describing the situation to the 

respondent. Instead of naming our products immediate reward and immediate-and-delayed 

reward we chose the names OnlineMusic (represents an immediate reward) and DigitalMusic 

(represents an immediate-and-delayed reward). In condition 1, 2a and 2b, respondents were 

asked to answer binary which product they preferred given the scenario and assumptions. In 

Condition 3, the respondent used a scale to answer, because this problem is of greater 

complexity and was not only about choosing between the two products. 

 

Naming our products differently was to make it more relatable for respondents. According to 

us the chosen names were equally independent and they became our choice to make sure the 

name does not become a factor of product choice. 

 

In addition to the four conditions and their questions, each survey questionnaire included two 

demographic questions and two general questions. Demographic questions were age and 
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gender. They only aimed to give a simple overview of the gender gap and the age of 

respondents, we did not add any further importance to them. Our general questions were 

constructed to observe respondents appeal toward price rebates and how respondents were 

weighting quality uncertainty versus price reduction. The respondents answer the statements 

“The kind of price rebates described are appealing to me” and “To me, price rebates are more 

important than product quality” on a scale of 1-10 where 1 stands for “not at all” and 10 

stands for “to a large extent”. 

 

We were using our general question to locate for example if the appeal towards price 

reduction has an influence on the choice. We chose to utilize a VAS scale (Visual analogue 

scale) which offers a soft scale with more options and creates a more accurate description of 

feelings and the level of agreement. Drawbacks for using this soft scale occurs when it comes 

to converting the answers to numerical numbers, soft scales could be harder to interpret 

(Ejlertsson, 2014).  

 

We also chose to exclude the opportunity to answer “do not know” to prevent respondents 

from not taking a stand and forcing them to express their opinion (Ghauri & Gronhaug, 2010). 

 

3.2.3 Population 
 

Our intention was to investigate all people who are or potentially could become customers of 

this kind of service (SOIPs). But since we had neither time nor resources, we decided to make 

a sample. The sample was made to represent all of the potential population to be able to 

generalize the results on a bigger scale. Our stratum for the selection became: 

- Age: Over 18 years, to ensure their private economy and reasoning about economic 

factors. 

- Gender: Does not matter when we do not want to isolate the factor 

- Income: Between 20,000 SEK / month and 30,000 SEK / month, to represent a 

population with purchasing power and rebates has effect. 

- Education level: Gymnasium or higher, to ensure understanding of the scenario and to 

be able to reason around reward programs versus quality uncertainty. 

 

We believe that people who meet these requirements were representable to the whole 

population which we wanted to investigate. Also, because this group of respondents has 
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purchasing power but budget is still a factor. We believe that this group gave the fairest 

picture of our survey. If we would have chosen a different group in society we think that 

results may differ between groups. Thus, we do not choose to carry out the study on groups 

such as students and retirees where there is a risk that the economic factor would be 

overwhelmingly high. 

 

The study was performed at two equivalent, producing companies in Sweden. We chose these 

to make it easy for us to get enough respondents to our surveys and to ensure that respondents 

were within our income range. A factor that could make a distorted picture of the result is the 

fact that all the respondents resides in a similar environment on a daily basis and could have 

created similar approaches to rewards and reward programs. 
 

3.3 Measures and instruments 

In line with our hypotheses and models, we chose to operationalize the following variables. 
 
3.3.1 Measures 
 

The variables we were using are spending, reward (immediate and delayed) and product 

quality. 

 

Spending is measured as the monetary value a customer yields to obtain a product. The 

spending is kept constant over all purchase periods to not let the result depend on how the 

respondent values monetary expense. 

 

Reward, both immediate and delayed is measured as a price rebate. Size of rebate is kept 

equally large over all periods to make them comparable, to capture how timing of reward 

impact. The rewards are put as pure price rebate to ease the comparison between choices. 

 

Product quality represents the amount of content each service provides. It is measured on a 

scale of 1 to 10, where 1 is perceived to be very poor quality and 10 is perceived to be very 

good quality. A perceived average quality is set to value 5 on the scale, and indicates that the 

customer is not completely satisfied with the product. 
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Product quality uncertainty is when the outcome of the products content is not known. Total 

quality uncertainty existing when quality is uncertain for both services.  

 

Majority is measured by more than 50% having the same preference. 

 

 

3.3.2 Instruments  
 

3.3.2.1 Scales 
 

When we used scales, we choose scales between 1 to 10 which offers a soft scale with many 

options and creates a more accurate description of feelings and the level of agreement for 

specific questions (Bertram, 2013). 

 

3.3.2.2 Price rebates 
 

Price rebates are measured between 0% and 100%. 0% is no price rebate and 100% is a full 

rebate on the spending amount. We put our price rebates to 10%, 20% and 30% for easy 

comparison and that the reward should not be too palpable. We also choose to keep each price 

rebate under 50% to not give the price rebates to high of a value. We do not want to 

investigate the price rebate effect alone but in conjunction with quality uncertainty, therefore 

the price rebate is kept low. 

 
 

 

3.4 Procedure 

The survey subjects were found on two different producing companies, which we came in 

contact with using personal contacts. The employees became the survey subjects hence they 

matched the targeted population for this survey. The different surveys were randomly 

distributed to not create any segmentation within the conditions. By first asking the subject if 

they could take our survey, we eliminated the possibility of non-response and made sure that 

all our printed questionnaires (120) were answered. 
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We chose to distribute the survey using pen and paper to make sure the survey subjects 

matched our preferences. By using pen and paper and not distributing the survey online, an 

impression of seriosity is created which in general leads to more honest answers (Ejlertsson, 

2014). The respondents and companies are kept anonymous on their request and that specific 

information are not of interest for us and creates no problem. 

 

The choices of keeping the survey questionnaire short, with only 3 questions (except age and 

gender) was to avoid respondents becoming tired and bored and not answer properly 

(Ejlertsson, 2014). 

We chose a between subject design where respondents is presented with one of the four 

conditions. This to avoid any learning factors between conditions and other respondents to 

make sure they are not affected by other answers.  

 

 

3.5 Data analysis methods 

 

All of our tests are done through IBM SPSS Statistics and the choices of methods were done 

using a decision tree for statistical analyses (PNR Journal, 2017).  

 

Since our test results consists of both parametric and nonparametric variables we have chosen 

to use a number of different data analysis methods.  

 

Firstly we performed a One-way ANOVA followed by Post-Hoc (Tukey) on age over all four 

conditions to see any significant differences between or within the groups regarding age. Then 

we performed a Chi-square test on gender to see if that had any significance.  

 

We performed a One-way ANOVA comparison to test our general questions and determine 

whether there are any statistically significant differences between the means of our four 

(unrelated) conditions. A post hoc test will also be done to find out which condition that 

differs from the others. 

 

A Mann-Whitney U test was done within the first three of our conditions. We made a 

comparison between the choice of product on one hand and appeal to price reductions and 
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weight of quality versus price reduction respectively on the other hand. This since some 

variables is ordinal and some are categorical. In our last condition a Spearman correlation will 

be conducted to test the association of our two scales. These since both variables are ordinal.  

 

A Spearman correlation is also conducted to test the association of price reduction appeal and 

weight of quality versus reward over all of our conditions. 

 

We performed a one sample T-tests on all of our conditions to test the respondents’ choice of 

product against a random. This if the choices differ from the random with a p-value less than 

0.05 we do not reject our hypotheses. Each of the conditions was tested individually as they 

have different effects on the respondents' choices. The test value on the first three conditions 

was set to 0.5 to reflect the average if there is 50% chance that the respondents choose one of 

the options. In the last condition the test value is set to 5.5 because it is average on a 1-10 

scale. 

 

 
 

 

  



38 

4. RESULT 

In the following chapter, the result from the study will be presented. The results have been 

gathered from a survey. The survey results then were analyzed using different data analysis 

methods to test for significance.  

 

 

4.1 Deductive reasoning 

Given the assumptions for deductive reasoning listed in our method chapter a “rational man” 

(RM) is faced with the two services and their respective rewards. Under this section we will 

examine the results of choice. S equals spending and R equals reward. 

 

 

4.1.1 Purchase period 1 

For the first purchase period the RM will choose biggest reward i.e. purchase OnlineMusic 

with and immediate reward of 3R. The choice is made to get an as big as possible reward for 

the money spent.  RM will spend 1S and gets 3R. 

 

 

4.1.2 Purchase period 2 

In the second purchase period the RM will choose to switch service i.e. purchases 

DigitalMusic with an immediate reward of 2R. The choice is made upon the information that 

there are no further rewards upcoming for OnlineMusic but there are rewards available for 

DigitalMusic. A switch enables more rewards. RM will spend 1S and get 2R 

 

 

4.1.3 Purchase period 3 

In the third purchase period the RM will choose to make another purchase at DigitalMusic 

even if there are no available rewards for this purchase. The choice is made upon the 

information that there is an upcoming reward for the fourth purchase period at DigitalMusic 
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but no reward available at OnlineMusic. Staying enables more reward in next period. RM will 

spend 1S and get 0R. 

 

 

4.1.4 Purchase period 4 

In the fourth purchase period the RM will choose to make another purchase at DigitalMusic 

i.e. stay with the option that enables 1R. The choice is made upon the information that he will 

obtain another reward when staying and that there are no available rewards for OnlineMusic. 

Staying enables another reward. RM will spend 1S and get 1R 

 

Table 4.1 Decision making process of the “rational man”. 

Purchase period Choice Spending and reward 

1 A 1S, 3R 

2 B 1S, 2R 

3 B 1S, 0R 

4 B 1S, 1R 

 

 

Conclusion: 

By making the choices above RM could obtain 6R for 4S. 

 
 
 
4.2 Survey result 
 

The surveyed sample corresponded to a total of 120 individuals, 30 for each condition, which 

were located at two producing companies in Sweden. The respondents represented a 

homogeneous group with the same economic prerequisite, as mentioned previously in this 

report. In this section we present the results obtained from the surveys. These may be 

considered the raw data for our subsequent analysis in the next chapter.  
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4.2.1 Main questions results 

The results from our main survey questions are presented here in table 4.2. The results is 

shown in condition after condition after a presentation them. These questions are tested 

against the random mean in table 4.8 and lay as foundation for testing the null hypothesis in 

chapter 5.   

 

Table 4.2 The four main survey results from the four conditions. 

 Condition 1 Condition 2a Condition 2b Condition 3 

OnlineMusic Unknown 
quality, 30% 
rebate first 
purchase. 

Known quality, 
average. 
No reward. 

Unknown 
quality, 30% 
rebate first 
purchase. 

Quality decided 
by respondent. 
No rebate. 

DigitalMusic Unknown 
quality, 20% 
rebate first 
purchase, 10% 
rebate third 
purchase. 

Unknown 
quality. 20% 
rebate first 
purchase, 10% 
rebate third 
purchase. 

Known quality, 
average. 
10% rebate 
upcoming third 
purchase. 

Known quality, 
average. 
10% rebate 
upcoming third 
purchase. 

Result 90% prefered 
OnlineMusic 
 
10% 
DigitalMusic 

26.7% 
OnlineMusic 
 
73.3% prefered 
DigitalMusic 

56.6% prefered 
OnlineMusic 
 
43.4% 
DigitalMusic 

Average 7.68 
(scale 1-10),  

 

 

4.2.2 General questions results 

Following table presents the results from the two general and two demographic survey 

questions. The respondents consisted of 46 females and 84 males. On the appeal toward price 

rebates scale (1 “not at all” - 10 “to a large extent”) there was no correlations between age or 

gender. Neither could no correlation be found between age and gender on weighting quality 

uncertainty versus price reduction (same scale). Further One-way ANOVA showed no 

significant age difference within and between the groups, Post Hoc (Tukey) test also indicated 
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no significant difference. A Pearson’s Chi square test showed no significant difference in 

gender between groups.   

 
Table 4.3 Survey results from the four general questions from all four conditions 

 Total Condition 1 Condition 2a Condition 2b Condition 3 

Gender: 
(Male/Female) 

61.7% M 
38.3% F 
 

70% M 
30% F 

66.67% M 
33.33% F 

50% M 
50% F 

60% M 
40% F 

Mean Age: 
years (range) 

30.9 
(20-55) 

31.1 
(20-54) 

33.67 
(21-55) 

28.93 
(20-50) 

29.87 
(22-54) 

Mean Price 
rebate appeal: 
(1-10) 

 
5.1 

 
5.52 

 
5.05 

 
5.6 

 
4.22 

Mean Weight 
of price rebate 
versus quality: 
(1-10) 

 
3.43 

 
3.1 

 
4.13 

 
4.05 

 
2.43 
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4.2.3 Correlations and comparisons  

The table presents the results from the comparison between the appeal toward price rebates 

and the weighting quality uncertainty versus price reduction with Condition 1, 2a and 2b. 

Comparing Condition 2a with price rebate appeal resulted in p = 0.01. Further Spearman's rho 

correlation test showed rs=0.592. 

 
Table 4.4 Comparison between two general questions and condition 1,2a and 2b using Mann-
Whitney's U test.  

Comparing option choice with: Condition 1 Condition 2a Condition 2b 

1. Price rebate appeal 
 

2. Weight of price rebate versus 
quality 

 p = 0.575 
 
 p = 0.149 

 p = 0.01 
 
 p = 0.097 

 p = 0.317 
 
 p = 0.265 

 
 
For condition 3 a Spearman's test calculates the correlation between Condition 3 and the 

appeal toward price rebates as well as the weighting quality uncertainty versus price 

reduction. Condition 3 is independent from both price rebate appeal and weight of price 

rebate versus quality. 

 
Table 4.5 Correlation significance between Condition 3 and two of the general questions 

Correlation between option choice and: Condition 3 

1. Price rebate appeal 
 

2. Weight of price rebate versus quality 

 p = 0.576 
 
 p = 0.794 

 
 

Further Spearman's correlation test between the two general questions over all respondents. It 

showed dependence between the variables with p = 0.001 and rs = 0.757. 

 

A One-way ANOVA for Weight of price rebate versus quality with all conditions resulted in 

p = 0.012. Further post hoc test (Tukey) showed condition 3 having a lower mean value 

compared with the remaining conditions.  
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Following table presents the result of a t-test for option choice over the four conditions. 

Condition 1, 2a and 2b were tested against the hypothetical value 0.5 (equal to the random 

mean). Since condition 3 is rated on a scale, the result was tested against the hypothetical 

value of 5.5. Condition 1, 2a and 3 showed significance against given test variables.   

 
Table 4.6 Option choice set against a test value 

Option choice over: Test variable 

1. Condition 1 
 

2. Condition 2a 
 

3. Condition 2b 
 

4. Condition 3 

 Test value: 0.5; t = 7.180  p = 0.001 
 
 Test value: 0.5; t = 2.530  p = 0.017 
 
 Test value: 0.5; t = 0.724  p = 0.475 
 
 Test value: 5.5;    t = 5.528  p = 0.001 
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5. ANALYSIS 
 

The following chapter aims to analyze the data collected from the survey that were presented 

previously in chapter 4. The results will be analyzed by being compared to recent literature 

and theories as well as using statistical analysis.  

 

 

 

5.1 Overall data analysis 

By conducting a survey results could be easily and gathered and transferred into excel and 

SPSS. Even though interviews would have given more precise results, a survey was the most 

efficient way of gathering this amount of data in this limited time.  

 

The average age of the respondents were 30.9 and a One-way ANOVA as well as Post Hoc 

(Tukey) showed that there excised no significant difference in or between the groups. Since 

there was no significant difference and we earlier established that age was not a variable of 

interest, no further analysis will be conducted regarding the age of the respondents.  

 

Of the respondents 61.7% were males and 38.3% females. Using a Pearson's Chi-square test it 

was concluded to test the categorical data. This test showed no significance and therefore the 

difference between male and female respondents could only be coincidental. Using the result 

from the Chi-square test we can say that for this survey, gender is not a variable of interest.   

 

During a Mann-Whitney U test between condition 2 and Price rebate appeal showed 

significance, p = 0.01. Further Spearman's rho correlation test showed rs=0.592. This result 

could indicate that respondents who opted for immediate-and-delayed reward tended to score 

higher on Price rebate appeal. This however was not true over all conditions which imply 

that the sample is not large enough to make this kind of correlation.  

 

A One-way ANOVA for Weight of price rebate versus quality with all conditions resulted in 

p = 0.012. Further post hoc test (Tukey) showed that condition 3 having a lower mean value 

compared with the remaining conditions. This deviation could indicate bad sampling for 

condition 3 scoring a significantly lower mean on one of the general questions. 
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And finally a Spearman's correlation test was conducted between the two general questions 

over all respondents across all conditions. It showed dependence between the variables with p 

= 0.001 and rs = 0.757. Which could indicate that customers who have high price rebate 

appeal also tend to rate rewards higher than quality. 

 

To more thoroughly investigate further how perceived Price rebate appeal and Weight of 

price rebate versus quality affects customers choice between an immediate and an immediate-

and-delayed reward a larger sample need to be questioned.  

 

 

 

5.2 Hypothesis 

To be able to analyze our hypotheses, null hypotheses is established to reject the possibility 

that the option choice is merely coincidental (random). Since condition 1, 2a and 2b only has 

two options there is a 50% chance that either option is chosen if result is coincidental. 

For condition 3 that is rated on a scale (1-10) we test it against a hypothetical mean value and 

test value, which is 5.5. 

 

 

5.2.1 Hypothesis 1 
 

H1: When customers face the choice of two similar services where quality is uncertain 

to both, majority of customers will choose the product with the largest reward up 

front. 

H0: When customers face the choice of two similar services where quality is uncertain 

to both, customers tend to randomly choose between the two products. 

 

The first survey showed 90% of the respondents choose to go with the largest immediate 

reward. After conduction of a t-test analysis we can conclude that the result significantly 

deviate against the random, with p = 0.001. Therefore we can reject our null hypothesis and 

reject the statement that option choice in our first condition is merely coincidental. 

Since we conclude that coincidence is very unlikely, we can then establish the importance of 

timing of rewards when choosing a service under quality uncertainty. We can therefore see 

that a larger immediate reward creates strong incentives for a choice where customers face 
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two new products. This is also what Srinivasan and Anderson (1998) as well as Alvarez and 

Casielles (2005) could demonstrate in previous studies. These results also can be explained by 

the time value of money (Baye, 2010) where rewards today is worth more than the same 

amount of rewards in the future. 

 

With our result which is that 90% makes the choice of purchasing the product with largest 

reward, we are could find that our results correspond with Bin Yusuf (2010) in a way that the 

larger the rebate, the more customers are attracted. We notice a significant difference between 

the different options which is corresponding by the results Aaker (1991) shows in his study, 

that a large direct rebate affects customers’ intention of purchase in a decision-making 

situation. Based on the results we can in line with Tan and Chua (2004) show that 

approaching customers with a utilitarian benefit in the form of economical savings yields 

purchases by customers because of a perceived reduction of loss (Tan & Chua, 2004) 

However, we can state (with 10% choosing the smaller reward) that not everyone is appealed 

by the biggest reward. Instead some people tend to choose the smaller reward, when able to 

obtain another reward over time. This is corresponding to studies by Meyer-Waarden (2008) 

about effects from delayed rewards. This is that a reward in the long term may have a positive 

impact on the customer’s purchasing behavior for future purchases. 

 

In this specific case, when we compare the results from our deductive reasoning with our 

study, they show a similar result. The rational man chose the biggest reward, as did the 

majority of our respondents. Consequently, rational thinking is in this case consistent with 

choices from our survey. 
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5.2.2 Hypothesis 2a 
 

H2a: Customers tend to switch to a competing service with uncertain quality and an 

immediate reward under the condition that the current service used has average 

quality and no delayed reward. 

H0: Customers tend to randomly choose between services when a competing service 

has uncertain quality and an immediate reward and the current service used has 

average quality and no delayed reward. 

 

In condition 2a we established 73.3% of the respondents choose to switch to DigitalMusic and 

26.7% choose to stay with OnlineMusic. After conducting the t-test analysis we concluded 

that our result significantly deviate against the random, with p = 0.017. Therefore we can 

reject our null hypothesis and reject the statement that option choice in condition 2a is merely 

coincidental. Also for this condition we can establish the option choices as not random.  

73.3% of respondents choose to switch from the option with known and average quality to an 

option with unknown quality. When the majority chose to switch our study somewhat 

contradicts Klemperer (1995) result that a customer's desire to stay with a product quality is 

certain is increased. Although, the competing option had an immediate and a delayed reward 

for the respondents that choose to switch. We can see that the rewards are attracting more 

customers than quality uncertainty. This then concludes what Lamb et al. (1990) found about 

customers willingness to try new similar products to the ones in use if there is an immediate 

reward with the new option. When comparing the numbers to the previous condition where 

90% choose the option with the largest reward and for this condition 73.3% choose the option 

with the largest reward. We notice that less respondents choose to switch in this condition 

where that they hold a products where quality is certain, which is in line with the results from 

Klemperer's (1995) study. 

 

Our results show if quality is known for product in use, but the competing option have a 

reward available majority of customers will switch. This is in line with what Bin Yusuf 

(2010) and Keh & Lee (2006) states about customers’ willingness to exchange certain quality 

against uncertain quality if they can obtain an immediate reward. Urbany et al. (1997) also 

points out the importance of a major reward when customers choose an option where quality 

is uncertain. We see that due to the importance of security, some respondents will choose the 
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option where quality is known and it will be harder to attract customers without major 

rewards. 

 

In this specific case, when we compare the results from our deductive reasoning with our 

study, they show a similar result. The rational man chose to switch option to obtain another 

reward, as did the majority of our respondents. Consequently, rational thinking is in this case 

consistent with choices from our survey. As far as our results can prove, our study shows that 

an immediate-and-delayed reward in this case is weighted heavier than a certainty quality of a 

product. 

 

 

5.2.3 Hypothesis 2b 
 

H2b: Customers tend to not switch to a competitive service with uncertain quality and 

an immediate reward under the condition that the current service used has average 

quality and a delayed reward. 

H0: Customers tend to randomly choose between services when a competing service 

has uncertain quality and an immediate reward and the current service used has 

average quality and a delayed reward. 

 

In condition 2b we established 56.6% of the respondents choose to switch to OnlineMusic and 

43.4% choose to stay with DigitalMusic. After conducting our t-test analysis we concluded 

that our result did not significantly deviate against the random, p = 0.475. Therefore we can 

not reject our null hypothesis and say that option choice in condition 2b is merely 

coincidental. For this condition we can not establish that a random choice was not made. 

 

The reason we can not establish that it was not random choices is that test results are too close 

to 50%. We can not with statistical certainty prove that the option choice is not coincidence. 

This is due to the small sample group and would require a larger group than 30 respondents to 

be statistically significant. We think the reason for this not being statistically significant is due 

to the small sample size and not are not misleading. With this in mind we choose to make 

some observations from these results nonetheless. 

56.6% of the respondents opted to switch to the opposing product and 43.4% opted to stay 

and take part of the upcoming reward. These respondents had basically the same 
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circumstances as for previous condition, although with one major exception. In this condition 

compared to previous the respondents had to turn down an upcoming reward. For our 

previous condition, 73.3% opted to switch and for this condition 56.6% opted to switch. This 

data tells us somewhat the same as Keh and Lee (2006) could show, that when an immediate 

reward is to be obtained for another service customers prefer to make a switch. 

 

Based on our result we can say that for the test group the delayed reward becomes a factor 

which is keeping some of the respondents from making a switch i.e. it creates a switching 

cost. Our result is in line with what Duffy (1998) and Ou et al., (2011) noticed about that a 

delayed reward in form of a loyalty program is a good way of creating customer retention.  

The respondents who choose not to switch service did so not to risk losing the upcoming 

reward for another service with uncertain quality and an immediate reward. This is in line 

with the conclusions from Xie et al. (2015), about the introduction of a delayed reward on a 

service would increase switching cost for customers. 

 

In this specific case, we compare the results from our deductive reasoning with our study, 

they do not show a similar result. The rational man chose to no switch option to be able to 

obtain another reward over time. Our respondents on the other hand did not choose to for 

another reward, but to switch service. Consequently, rational thinking is in this case not 

consistent with choices from the survey. Our survey can thus show that an immediate reward 

only for an opposing product (with quality uncertainty) is less of an incentive to switch when 

compared to an option where quality is certain and with a reward upcoming. 
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5.2.4 Hypothesis 3 
 

H3: Customers tend to require higher quality of a competing service to switch to this 

competing service under the condition that the current service used has average 

quality and a delayed reward.  

H0: Customers tend to require random quality of a competing service to switch to this 

competing service under the condition that the current service used has average 

quality and a delayed reward.  

 

In condition 3 we established a mean of 7.68 (1-10) regarding what quality they required from 

the competing option to switch service. After conducting the t-test analysis we concluded that 

our result significantly deviate against the random mean, with p = 0.001. Therefore we can 

reject our null hypothesis and reject the statement that option choice in condition 2a is merely 

coincidental. Also for this condition we can establish the option choices as not random.  

Given the information that their current service used had an average quality (5) and an 

upcoming delayed reward, the respondents ranked a mean of 7.68 (1-10) of how good quality 

they required to switch service and give up their upcoming reward. Our survey shows that 

customers require a higher quality for an opposing product to make a switch, if a reward is 

upcoming for the product hold. 

 

This can be related to what Chamberlin (1953) states that the product quality is at least as 

important as the price of the product. In this condition respondents perceived two different 

switching costs which acts as barriers. Similar to what Xie et al. (2015) concluded about 

delayed reward increasing switching cost for customers. Quality could also be seen as a 

switching cost since respondents require higher quality of the competing option. Klemperer’s 

(1995) study is taken into account another time for this last condition, and the conclusion that 

customers are prone to stay with certain quality. This furthermore is a strengthening case that 

both reward and quality is important factors that could work as barriers to keep customers 

from switching.  
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6. CONCLUDING DISCUSSION 
 

In this following chapter a discussion is presented which leads to the conclusion. The purpose 

of the conclusion is to answer the two research questions for this study based on the results 

and analysis.  

 

 

6.1 Discussion and conclusion 
 

To attract customers that underestimate quality, the most effective way is to introduce them to 

low prices followed by regular prices when quality is known (Bergemann and Välimäki 

(2006). This could be why information products often use an immediate reward to introduce 

their quality to customers. In other services, companies have used a delayed reward to 

increase customer retention creating a higher switching cost for customers (Xie et al., 2015). 

Customers have a tendency to choose the option where quality is certain (Klemperer, 1995) 

but rewards can make customers opt for the unknown option. 

 

In this thesis the effects of timing of reward and quality uncertainty on customer attraction 

and retention has been studied for subscription based information products. In Chapter 1.4 

were the two research questions presented that has been developed for this study which was 

the following:  

 

 

1. Under what circumstances would a combination of immediate-and-delayed reward be 

preferable to just an immediate reward when customers choose product? 

 

2. How can the addition of quality uncertainty affect the customer's choice or switch of 

product when the customer is required to choose between a product with immediate 

reward and a product with immediate-and-delayed reward combination? 

 

6.1.1 Research question one 

The question where quality uncertainty is not a factor, we have answered it using a deductive 

reasoning and comparing it to our survey results. Thereafter we can conclude that under the 



52 

circumstances that only two homogeneous products exist on a market, customers will first opt 

for the option with an immediate reward to maximize the reward. After the reward has been 

claimed customers would then switch to the option with immediate-and-delayed reward to 

first claim the immediate reward and then stay to claim the delayed reward. Our result shows 

that for this scenario where the products are homogenous customers will stay with the option 

of immediate reward for one purchase period and (in our case) stay with the immediate-and-

delayed reward option over three purchase periods. This leads to the conclusion that for this 

specific scenario immediate reward generates one purchase to the supplying company and 

immediate-and-delayed generates three purchases for the supplier. This result however has 

not taken into account that quality is a factor that affects customer choices and only assumed 

that customers want to maximize the reward. However, when we tested this on real life 

humans in a similar scenario we could see that merely 10 percent choose immediate-and-

delayed reward over an immediate reward for a first purchase.  

 

In conclusion, if quality uncertainty is not a factor, according to our findings customers 

choose the option with the largest reward up front. Although, under the circumstances that 

there exist only two homogenous products a “rational man” tend to reward maximize. First by 

choosing the option with the largest reward upfront to then switch for the immediate-and-

delayed OnlineMusic and stays there for the period required to utilize all rewards. Here an 

immediate reward guaranteed only one purchase and an immediate-and-delayed rewards 

guaranteed the amount of purchases it required for the “rational man” to utilize all rewards. 

 

 

6.1.2 Research question two 

Regarding the second question, where quality becomes a factor, we answered it using surveys 

and compared it to research literature. We conclude that customers who experiences average 

quality in the service currently used have a tendency to switch service to a competing option 

with rewards and uncertain quality. According to our result, customers who experience 

average quality on the current service, a majority opted to switch to a service where quality 

was uncertain and an immediate-and-delayed reward was present. However, when customers 

who experienced average quality had used their immediate reward and had a delayed reward 

upcoming, fewer customers opted to switch to the service with uncertain quality and an 

immediate reward present. Our conclusion therefore states that even if the quality of a current 
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service are perceived as average and a delayed reward are upcoming, less customers opted to 

switch to an option with uncertain quality but with an immediate reward. In this scenario 

where customers experience average quality, an immediate-and-delayed reward served as a 

better way of retaining customers than that of an immediate reward alone. We also concluded 

if customers had to switch from the option with immediate-and-delayed reward, the 

competing service requires higher quality for customers to consider switching. Our result also 

showed a correlation between price rebate appeal and the weight of price rebates versus 

quality.  

Respondents who showed a large attraction to price rebates also had a tendency to rate rebates 

higher than the quality of the service. 

 

In conclusion, if quality uncertainty becomes a factor, fewer customers choose to switch away 

from immediate-and-delayed option. If customers have a reward upcoming, it is less likely 

they switch to the uncertain service even if there is an immediate reward present for the 

competing service. If they are going to switch service and have to give up their upcoming 

reward, they demand a significantly better quality at the competing service. 
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7. LIMITATIONS, FURTHER RESEARCH AND 
IMPLICATIONS 
In this chapter, the limitations, future research and implications are presented. This chapter 

presents limitations with this study and what future studies should be based on. Also presents 

implications for the industry. 

 
 
7.1 Limitations of study and further research 
 

 

7.1.1 Purchase behavioural factors 
 

In this study we have looked at quality uncertainty and timing of rewards as factors that affect 

customer purchase behaviour. We have not taken other factors into account. For example 

price, brand loyalty or social aspects has been left out. Further research could include other 

purchase behavioural factors that may affects customers while choosing a product. For 

example examine how price, brand loyalty or social aspects would affect the choices under 

the same conditions as we constructed. 

 

 

7.1.2 Condition construction and sample selection 

We conducted a survey using four conditions to isolate the concerned factors, this makes the 

result very specific and circumstantial. The condition groups consisted of work class citizens 

and may not properly reflect the society as a whole. Due to time limitations, not enough 

respondents were questioned. Further research could include designing new conditions to 

isolate other interesting factors and connections. As well as investigate if the same conditions 

we used give the same results among other groups of people. This could for example be 

students or higher income earners.  

 

 

7.1.3 Reward size 
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The reward size for the different services in the survey is set to 30%, 20% and 10%. It is 

possible that different scaling on reward size could have affected the result and gives another 

outcome. Further research could then try other scaling on the price rebates to investigate the 

effects on the size of the reward under the same circumstances.  

 

 

7.1.4 Non-monetary rewards 
 

In this study we worked almost exclusively with monetary price rebates since they are the 

easier to compare and easier to value. It is possible that the use of non-monetary rewards 

could have given a different result since non-monetary rewards are the most effective for 

delayed reward and long term relationships (Yi & Yoo, 2011). Simultaneously as an 

immediate price reduction is the most effective when building short-term relationships 

(Aaker, 1991). Further research could regard whether a combination of monetary and non-

monetary reward in an immediate-and-delayed reward setting could be more successful.  

 

7.1.5 Measurements of quality 
 

During our surveys, we try to set a number on soft value as quality. This value can be 

perceived differently from different individuals and may act as a limitation. This may not 

properly reflect how the respondent actually perceives quality. Further research should 

indulge in trying to find a direct correlation between quality and reward under other 

conditions as well. 

 

 

7.1.5 Use of VAS scale 

During the surveys we used a VAS scale to validate the respondents’ answers. This lead to 

some difficulty while trying to create numerical numbers who represented the result. Instead 

of using a VAS scale we should have used a Likert scale to make the scale less fluent and 

easier to convert to numerical numbers.  
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7.2 Implications 
 

Our findings show that an immediate reward and quality uncertainty is preferred over quality 

certainty. It also shows a delayed reward and certain quality makes them less likely to switch 

to a option with immediate reward and uncertain quality. 

 

This implies that companies who have a subscription based information product can use a 

combination of immediate-and-delayed reward if they struggle with customer retention. Our 

result also show customers who have a high appeal towards price rebates also rate price 

rebates higher than quality. Companies who then have a lot of customers with high price 

rebate appeal could invest more into rewards and less towards quality. 
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Appendices 
Appendix 1: condition 1 in Swedish 
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Appendix 2: condition 2a in Swedish 
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Appendix 3: condition 2b in Swedish 

 
 

  



71 

Appendix 4: condition 3 in Swedish 
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