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On the relationship between contractual arrangement
and market expansion—Based on a case of China Unicom

SHEN Chaohong, LU Mengmeng, LIU Zhilan

(Business School of Central South University, Changsha 410083, China)

Abstract: As a novel means for marketing, contractual machines are widely used by telecom operators. China Unicom
has launched successively two kinds of contractual machines, the contractual machine of CDMA and contractual
machine of WCDMA, but the effects of marketing were very different, and the reason inherent is worth exploring. In
this paper, authors took China Unicom Changde branch in Hunan province as a case for study. Through interviewing
the senior employees, analyzing archival data, and comparing rival explanation, it is found that contractual arrangement
is the important reason causing the different effect, and contract- holders’ surplus is the inherent nature to explain why
contractual arrangement can work. The main contributions of this study are presented. It confirmed that contractual
arrangement is an important independent variable in explaining the economic phenomena, and it built the conceptual
model of the relationship between the contractual arrangement and market expansion, by employing contract- holders’
surplus as mediator. It also provided a practical inspiration for telecom operators to develop the optimal contractual
arrangement so as to improve the marketing performance.

Key Words: contractual arrangement; customer acquisition; customer retention; contract-holders’ surplus; rival

[4RiE: 7 E]

explanation



