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Abstract

This paper develops a conceptual model that identifies the driving mechanisms
affecting consumers’ purchase intention to renew their paid subscriptions to music
streaming premium services. Through the analysis of a sample of 306 premium users
of the Spotify online music platform, the model shows the significant influences of both
users' hedonic motivations and perceived functional quality on the perceived price
value (PPV) of the music service. Furthermore, it shows that this relationship is
partially mediated by user habits - resulting from their perception of personal
innovativeness, conditions of facilitation and social influence. These results provide
useful information to managers and researchers for the definition and analysis of
marketing actions aimed at pursuing the loyalty of premium customers and reducing
the churn rate.

Keywords: music industry, streaming, perceived price value (PPV), consumer habits,
Spotify

Introduction

The music industry is facing a challenging time. Although music consumption is
globally recognised as a source of entertainment, in the last decade, the way to consume
music has radically changed (Nuttall et al., 2011). Physical products are gradually been
replaced by digital music downloading or streaming from Internet music providers
(Magaudda, 2011). The introduction of the freemium music business model has been
seen as an additional source of revenues for companies. Since a basic, or downgraded,
version of the service is offered free of charge, this model aims at attracting a large base
of users and convert as many as possible into premium subscribers. Our study focuses
on the driving mechanisms affecting consumers’ purchase intention to retain their paid
subscriptions premium music services. To understand the consumer behavior in the
music context, we build on the theory of planned behavior (D’Astous et al., 2005;
Plowman and Goode, 2009). We develop a conceptual model and we empirically test
it using a sample of 306 Spotify premium users. In particular, we propose an analysis
that examines to what extent the habit developed through the repeated use of the
application in everyday life could change the relationship between the perceived value
of the premium version and the intention to remain on the premium music service. Our
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reference context is Spotify because it is the only company, among the most important
music streaming operators, that adopts a freemium business model.

Literature review and hypothesis development

In the context of music as a service (MaaS), few studies have focused on the factors
pushing basic users to change their subscription from free to premium. Dorr et al.
(2010) surveyed 132 users to understand how different service features affect their
willingness to pay for MaaS, concluding that “sound quality and the contract period
significantly influence users’ willingness to pay”. Dorr et al. (2013) investigated the
intentions of music pirates to use MaaS and pay for such services and noted that this
choice is mainly the result of the influence of the users’ closest peers. Despite these
important empirical observations, the drivers affecting the customer's renewal of the
paid music streaming subscription are still not entirely clear. There are some possible
driving mechanisms affecting consumers’ purchase intention to retain their paid
subscriptions of premium music services. The Price value (PV) is defined as a “share
of a product’s quality compared to its price” (Zeithaml, 1988). With the increasing use
of new technologies, price value has been considered a relevant factor (Dodds et al.,
1991; Pavlou and Fygenson 2006; Venkatesh et al., 2012). Dodds et al. (1991) define
price value in case of innovative technologies as “the consumer's trade-off between the
perceived benefits of innovations and the monetary cost that must be sustained for their
use”. Functional quality refers to the way in which technical quality is transferred to
the consumer (Gronroos, 1990). In music services, the consumer delivering process is
crucial in determining the service quality and consequently the price value perception.
In music streaming services, users have access to music over the Internet without the
need to store songs on their device. However, some streaming platforms, including
Spotify, allow premium users to listen to their favorite songs even without a data
network, as long as they have previously downloaded the songs they want to play. This
feature gives advantages in terms of the availability of the songs and accessibility of
the service even in the absence of an internet connection. This is what we refer to as
ubiquity. Okazaki and Mendez (2013) define the service perceived ubiquity of four
constructs, namely: continuity - the possibility of accessing it without interruption;
immediacy - the speed with which it is possible to access a service and use it; portability
- the possibility of accessing the service from any device; and searchability - using a
service wherever you are. Tojib and Tzarenko (2012) show that the relationship
between the ubiquity of a service and the consumer’s experiential value, is positive and
statistically significant. Hedonic motivation is the “as the fun or pleasure derived from
using technology and it is an important determinant of consumer’s technology
acceptance and use” (Tamilmani et al., 2019). Previous research document the relevant
role of hedonic motivation in determining the adoption and the use of a given
technology (Van der Heijden, 2004; Wu and Holsapple, 2014; Brown and Venkatesh,
2005). Limayem et al. (2007, p. 709) defined habit as “the extent to which people tend
to perform behaviors automatically (in using technology) because of learning”. Their
model showed that habit tend to moderate the strength of intention in consumers
behavior, suggesting that in situations of repeated, continuous and habitual use, the
evaluative and intentional behavior based on users cognition is progressively replaced



by habit and automaticity. This is why we consider that the habit has a mediating effect
on the relation between the PPV and the intention to retain a premium version of the
service. Habits are in turn determined by some antecedents as the social influence
(Ajzen, 1991; Sadia, 2011), the personal innovativeness in information technology
(PIIT) (Lu, 2014) and facilitating conditions.

Figure 1 presents our conceptual framework and result of structural model.

Goals

Our study aims to give some insights on the main factors that explain users' intention
to renew the subscription to the premium service in order to support managers in
identifying the most suitable marketing strategies to obtain the renewal of the
subscription and to reduce churn rates.

Methodology

A structured questionnaire composed of 40 items and 4 control variables was built in
early 2018 and data were gathered from March to June 2018 using a non-probabilistic
convenience sampling technique. From a random sample of Italian people, we collected
306 responses (a response rate of 42.5%) related to Spotify “premium” users — namely,
subscribers that pay monthly for the whole music platform package and services. All
items were ranked on a Likert scale ranging from 1 (completely disagree) to 7
(completely agree). Perceived price value was captured adopting the three-item scale
of Sweeney and Soutar (2001). Habit was captured through the three-item scale of
Limayem et al. (2007). To assess Hedonic Motivations, the three-item instrument of
Brown and Venkatesh (2005) was used. Facilitating Conditions was measured through
the three-item scale of Yang and Forney (2013). Ubiquity was captured through the
five-item instrument by Okazaki and Mendez (2013). We measured Functional Quality
with the three-item scale of Sweeney and Soutar (2001). Innovativeness in New
Technologies was captured adopting the three-item of Goldsmith and Hofacker (1991).
We measure Social Influence adopting the three-item scale of Mathieson (1991).
Finally, Premium Intention was captured through the three-item instrument of
Venkatesh et al. (2003). We employed structural equation modeling (SEM) to test our
relationships.

Findings

The SEM model (see fig. 1) shows a positive and statistically significant influence of
the “PPV” on “premium intention”. Regarding the antecedents of the PPV, Functional
quality and hedonic motivation have a significant and positive effect on the PPV, while
the ubiquity variable seems to have an irrelevant role. The quality of the transmitted
sound, the operation without interruptions, and the minimisation of the negative
consequences of the use of the music app on the performance and functioning of the
device used for listening are crucial conditions for the evaluation of the functional
quality by the customer. Hedonic motivation also positively and significantly affects
the PPV. The range of a seemingly endless musical universe, the continuous proposal
of playlists designed for each user as well as the ability to use the app on many fixed
and mobile devices are elements that positively affect the levels of satisfaction and fun



deriving from the use of the platform and increase the PPV of the service. Finally, a
particular attention concerns the possibility of using the Spotify service anywhere,
regardless of the actual availability of an Internet connection, and which we have
considered in our model through the ubiquity variable. This aspect falls within the three
fundamental benefits that characterises Spotify’s premium service compared to the free
one (i.e., “Enjoy endless ad-free music - even offline”; “Play any song. Even on
mobile”; “Unlimited skips. Just hit next”!"). The mediating variable used to analyse the
influence of the PPV on the premium intention is the habit. The SEM model shows a
positive and significant effect on the habit of all three variables considered: facilitating
conditions (B=+0.18), personal innovativeness in information technology (f=+0.11)
and social influence (B=+0.25). The friendly usage of Spotify is the result of the simple
technological competences needed to listen to music through streaming. These
facilitating conditions helps to attract consumers and simplify the transition to listen to
music easily on different devices. Habit is also influenced by the social influence
(B=+0.25). People that may have a social influence on other users are not only the
people that directly interact with the user (i.e., classmates, colleagues, friends, relatives,
etc.) but also people that belong to same social groups of the user or to a social group
to which the user aims to belong.

Figure 1. Conceptual framework and results of structural modeP
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Our results suggest relevant implications for music distributors. Companies should
work on the PPV using functional quality and hedonic motivation. In particular,
functional quality can be increased, strengthening the relationships with the electronic
device producers and with the operating system developers. These relationships will
help to maintain a service without buffering time or any other technological problems
that could influence the perceived quality of the service. The high satisfaction of
hedonic motivation is one of the main drivers of the competitive advantage of Spotify
that, thanks to the wide range of its offer and its capability to meet the users’ preferences
through the personalised playlists, is able to deliver a pleasant consumer experience.
The improvement of this aspect can be achieved through the development of the
application to make it work with other devices or simultaneously with other
applications, as already happens in the case of listening to Spotify while using the Waze
satellite navigation application (owned by Google). To leverage the habit, companies
should strengthen the facilitating conditions and work on the social influence.
Regarding the facilitating conditions, Spotify should continue to provide a user-friendly
music platform that reduces the psychological barriers of non-technological savvy
consumers that may be reluctant to listen to music through streaming. Regarding social
influence, the use of social networks is one of the most efficient ways to advertise
Spotify services, and it should be completely exploited using testimonials and
influencers who effect the purchasing decisions of their followers.
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