
DOI: 10.4018/JOEUC.2019010105

Journal of Organizational and End User Computing
Volume 31 • Issue 1 • January-March 2019


Copyright©2019,IGIGlobal.CopyingordistributinginprintorelectronicformswithoutwrittenpermissionofIGIGlobalisprohibited.



86

Exploring Signaling Roles of Service 
Providers’ Reputation and Competence 
in Influencing Perceptions of Service 
Quality and Outsourcing Intentions
Chung-Lun Wei, National Chung Hsing University, Taichung City, Taiwan

Chien-Ta Ho, National Chung Hsing University, Taichung City, Taiwan

ABSTRACT

Withtheadvancementoftechnology,theutilizationofinformationtechnology/informationsystems
(IT/IS) is increasingly important inenhancingproductivity.Thus, IT/ISoutsourcinghasbecome
a crucial issue for companies. When faced with an unfamiliar outsourcing service market, and
particularly when initially outsourcing, client companies experience uncertainty. Employing the
signalingtheory,thestudyproposesoneintrinsiccue(competence)andoneextrinsiccue(reputation)
foroutsourcingserviceproviderstoevaluateservicequality,value,andthesubsequentoutsourcing
intentionsofclients.Theresultsdemonstratethatsuppliers’competenceandreputationareinfluential
signalsforperceivedservicequality,whichinturnaffectsperceivedvalueandoutsourcingintentions.
Moreover,suppliers’reputationsarefoundtohaveagreaterimpactonperceivedservicequalitythan
suppliers’competence;thelatterhasadirecteffectonperceivedvalue,whiletheformerdoesnot.
Theimplicationsfortheoryandpracticearealsodiscussed,asaresuggestionsforfutureresearch.
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INTROdUCTION

Thedevelopmentandprogressoftechnologyhasfacilitatedtheutilizationofinformationtechnology/
informationsystems(IT/IS)toenhanceproductivityforcompanies.Overthepastfewyears,theIT/IS
spendingofglobalcompanieshascontinuouslyincreased(Gartner,2015),andoutsourcinghasdriven
morethanhalfofthetotaloutsourcingmarket(Deloitte,2014).Thus,IT/ISoutsourcingispivotal
incompanyoperations.Ontheotherhand,IT/ISapplicationshavebecomecrucialinincreasinga
company’scompetitiveadvantageintheindustry(Cross,1995).AnexceptionalIT/ISoutsourcing
serviceprovidercanenhancecompetitivenessandhassignificantinfluenceoncompanyperformance
(Agrawaletal.,2006).Asenterprisesmaynotbefamiliarwithoutsourcingserviceproviders,for
example, their services and competences, they must face uncertainties and risks (Biong, 2013;
Gonzalezetal.,2013).Outsourcingservicecontractsinparticularareusuallylong-term,andtheir
impactscanbeparticularlyprofound(Changetal.,2012;Schneider&Sunyaev,2016).
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Additionally,studieshavedemonstratedthatcompaniesoftenexperienceservicequalityproblems
inIT/ISoutsourcing(Deloitte,2014;Michell&Fitzgerald,1997;Park&Kim,2005).Meanwhile,
someresearchershavesuggestedthatservicequalitycanberegardedasthefirstcriteriontoassess
outsourcingproviders(Maetal.,2005).Servicequalityproblemsoftencausecontroversiesbetween
suppliersandcustomersduringoutsourcingimplementation,whichcanleadtocontracttermination,
withawasteofresources(Aubertetal.,2012;Michell&Fitzgerald,1997).Accordingly,assessing
outsourcingsuppliers’servicequalitybeforecontractingcanpreventanunnecessarylossofresources,
andwillimproveperformanceinIT/ISoutsourcing.

However,whatinformationcanbeobtainedaboutservicequalitypriortoaclientcompany’s
purchaseofoutsourcingservices?Howeffectivelydoesthisinformationsignifytheservicequality
andvalueofsuppliers?Thesignalingtheoryisessentiallyinvolvedinmitigatinguncertaintiesand
loweringinformationasymmetriesbetweentwoparties(Connellyetal.,2011).Asignalisacuethat
avendoremploystodeliverinformationtoaclientregardingaproductorservice’squality(Raoetal.,
1999).Attributesthatsignalqualityaredividedintointrinsicandextrinsiccues(Wellsetal.,2011;
Zeithaml,1988).Whileintrinsiccuesareproductattributes,andcannotchangewithoutalteringthe
fundamentalnatureoftheproductitself,extrinsiccuesareproduct-relatedattributesthatarenotapart
oftheproduct(Zeithaml,1988).Bythisdefinition,aserviceprovider’sreputationcanberegarded
asanextrinsiccue,andprofessionalservicecompetenceasanintrinsiccue.Therefore,itishelpful
toapplysignalingtheorytoinvestigatehowthesecuescanbeemployedtosignalservicequality
andvaluewhenacompanyisunfamiliarwithoutsourcingproviders.Hence,thisresearchproposes
thefollowingquestions:

1. DoIT/ISoutsourcingserviceproviders’reputationandcompetencelegitimatelysignalperceived
servicequalityandvaluetoaffectpurchasinganoutsourcingservice?

2. WhatisthedifferencebetweenanIT/ISoutsourcingservice’sintrinsiccue(i.e.,competence)and
anextrinsiccue(i.e.,reputation)tosignalperceivedservicequalityandvalue,andsubsequently,
outsourcingintention?

Fromtheserviceproviders’perspective, theextentof IT/ISoutsourcinghasbecomevaried,
andcompetitionforcustomershasincreasedduetosuchtechnologydevelopmentsastheInternetof
Things,bigdata,andcloudcomputing(Deloitte,2014).Accordingly,drawingfavorableattentionfrom
theirtargetcustomersbecomesacriticalsurvivalmissionforIT/ISoutsourcingserviceproviders,
andespeciallyfornewprovidercompanies,ornewdepartmentsseparatedfromexistingcompanies
thatarejustenteringthemarket.AninvestigationofIT/ISoutsourcingserviceproviders’reputation
andcompetenceassignalsofperceivedservicequalityandvaluewillnotonlycontribute toour
theoreticalunderstandingofhowthesesignalsinfluenceoperationsinabusiness-to-business(B2B)
setting,butwillalsoprovidepracticalimplications.

LITERATURE REVIEw ANd HyPOTHESES dEVELOPMENT

Signaling Theory
Asignalcandeliveravendor’sinformationtoaclient,whowilltheninvestigateandevaluatethe
validity and credibility of a vendor’s qualities (Mavlanova et al., 2012). Signals are particularly
helpfulpriortopurchaseinsituationsofinformationasymmetries,withlimitedorhiddeninformation
availableforthebuyer(Connellyetal.,2011).Spence(1973)demonstratedhowaneducationsignal
impactedjobmarketsforanemployer’sconsiderationofapplicants.Astheemployerisunfamiliarwith
thesejobapplicants,informationasymmetriesarise;therefore,theemployercanverifyeducational
levelstosignalthequalityofjobcandidates.Signalingtheoryservestointerpretthebehaviorsand
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