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Abstract

Work in Progress # 134

Antecedents of international mobile
Internet tariff type preferences:
An empirical study of roaming customers

Internationalroaming (IR) makesit possible
to conveniently use mobile communication
services (MCS) such asvoice calling, text mes-
saging and mobile Internet (MI) access abroad
without the hassle to switch providers, devices
or SIM cards. In order to increase the intensity
of competition on the intra-European Union
(EU) market for IR services, customersin the
EUwillbe enabled to buy IR services separate
from their existing domestic MCS as of July
2014. Providers can use three different types
(use-dependent, flat, combination of flat and
use-dependent) to charge for separate inter-
national MI services. To date, little is known
about customer preferences concerning the
threerate plan categories and on antecedents
of such preferences. The present study seeks
to contribute to narrowing this knowledge
gap by developing six research questions con-
cerning antecedents of tariff type preferences
for separate international MI access services.
Theyare empirically addressed by multinomial
logistic regression analysis in a sample of
496 German-speaking MCS users. Implica-
tions of the empirical results are highlighted
especially for firms considering to enter the
market for international MI services and for
established cross-border MI providers.
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The possibility to use mobile communica-
tion services (MCS) such asvoice calling,
text/multimedia messaging (SMS/MMS),
and mobile Internet (MI)*access outside
of one’s home country without the hassle
to switch providers, devices, or SIM cards
is an important driver of the growth of
MCS demand for more than two decades.
The foundation for cross-border avail-
ability of MCS is international roaming
(IR). IR in turn requires interoperable
cellular network equipment based on
global standards (e.g., GSM, UMTS, LTE)
both in a customer’s home and visited
country as well as IR contracts between
the involved mobile network operators
(MNO)? (Shortall, 2010, p. 1). Providersin
the home countries (domestic providers)
charge a specific retail IR tariff whereas
providers in the visited countries (visit-
ed providers) bill domestic providers a
stipulated wholesale IR tariff (Martino,
2007, p. 139; Office of Communications,
2011, p. 360).

In 2012, European MCS providers achieved
a turnover of almost €142 bn of which
about €5 bn were generated by the supply
of IR services to end-customers within
the European Union (EU) (European Com-
mission, 2012; European Telecommuni-
cations Network Operators’ Association,
2012, p. 8). The progressing integration
inthe EUis likely to trigger increases in
cross-countrytravel intensity within Eu-
rope, atleast inthe medium and long run.
More travel will evoke a growing demand
for IR services (Infante and Vallejo, 2012,
p- 736). Merry (2012, p. 4) predicts that

European MCS providers will process an
IR traffic volume in 2016, which will be
125% above the level in 2011.

Taking into account that on a global basis,
MItrafficincreased by 70%in 2012 (com-
pared to 2011) and is expected to grow
further at a compound annual growth
rate of 66% until 2017 (Cisco Systems,
2013, pp. 3-5), it can be expected that a
large proportion of future growth in IR
service will not stem from established
voice calling and SMS, but from Internet
access and use via mobile networks. More
specifically, worldwide mobile data roam-
ing revenues are projected to grow by
21% peryear and reach US$35 bnin 2017,
representing 40% of total IR revenues
(Juniper Research, 2012).

To date, consumers in the EU usually do
nothave the optionto select an IR tariff,
whichisindependent from their domestic
tariffand provider. Asa consequence, MNO
do not strongly emphasize IR elementsin
marketing MCS bundles. Accordingly,
the level of competitive intensity for IR
services is veryweak. However, recently
the separate sale of IR and domestic MCS
was made mandatory in article 4(1) of
Regulation (EU) No 531/2012 (2012) in
order to support the development of a
more competitive intra-EU market for
IR services: As of July 2014, domestic
providers must enable their customers to
access stand-alone IR services from any
other IR provider (= alternative provider).
Furthermore, customers will be able to
access stand-alone mobile data services

directly on the visited network regardless
of existing contracts with domestic or
alternative providers.

Acknowledging the forthcoming structur-
al separation of IR service offerings from
domestic MCS in the EU and the increas-
ing global commercial relevance of both
MIand IR services, empirical work on MI
tariff type preferences of MNO customers
and on antecedents of such preferencesis
of considerable importance. Such studies
can support both current and potential
alternative IR providersin designing pric-
ing strategies for international MI service
offerings. Asto the best of our knowledge
no such investigation exists, the goal
of this research is to contribute toward
closing this research gap.

Theremainder of this paperis structured
as follows: Section 2 introduces basic
tarifftypes for MI service offerings. Fur-
thermore, it points to factors, which ex-
plainbiased customer tarifftype choices.
Section 3 outlines the data collection
procedure and reports characteristics of
our sample. Additionally, it introduces
the statistical methods and the variable
measurements. Empirical results are de-
scribed in Section 4. Finally, Section 5
discusses implications of the empirical
findings and highlights areas requiring
further investigation.




