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Abstract

Purpose - The primary purpose of this study is to inves-
tigate the factors which influence customer satisfaction
and customer loyalty in telecommunication services.
Customer satisfaction and loyalty are considered to be
major components ensuring effectiveness and growth
in the services industry.

Design/Methodology/Approach - The data of 406 re-
spondents was gathered via an adapted questionnaire.
The statistical techniques of reliability analysis, explor-

Sazetak

Svrha - Primarna je svrha ovoga istraZivanja ispitati i
istraziti cimbenike koji utjecu na zadovoljstvo i lojalnost
potrosaca telekomunikacijskim uslugama jer se oni sma-
traju glavnim komponentama za osiguranje ucinkovito-
sti i rasta u industriji usluga.

Metodoloski pristup - Prikupljeni su podatci od
406 ispitanika putem prilagodenog upitnika. Sta-
tisticke tehnike: analiza pouzdanosti, eksploratorna
faktorska analiza (EFA), konfirmatorna faktorska ana-
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atory factor analysis (EFA), confirmatory factor analysis
(CFA), and SEM Path analysis were employed to test the
hypotheses.

Findings and implications - The findings of the re-
search study show that trust and satisfaction have a
significant impact on customer loyalty, with satisfac-
tion holding a strong position. Trust and service quality
have a significant impact on customer satisfaction. Also,
from the point of view of perceived value, emotional
value and monetary value are significantly correlated
to customer satisfaction. According to TRA, this shows
that positive consumer attitude leads towards a strong
intention to fulfil their belief.

Limitations - The sample of the study may be one of
the limitations. Cross-cultural comparison may be con-
ducted in future to identify the differences among the
cultures. Also, comparison between developed and un-
der-developed countries may provide holistic results.

Originality — The study focused on an examination of
customer satisfaction and loyalty on the basis of per-
ceived value determinants, trust, and service quality.

Keywords - customer satisfaction, customer loyalty,
trust, service quality, perceived value

liza (CFA) i SEM Path analiza koristene su radi testi-
ranja hipoteza.

Rezultati i implikacije - Rezultati istrazivanja pokazali
su da povjerenje i zadovoljstvo imaju znacajan utjecaj
na lojalnost potrosaca, a zadovoljstvo snaznu poziciju.
Povjerenje i kvaliteta usluge imaju znacajan utjecaj na
zadovoljstvo potrosaca. Isto tako, kad je u pitanju kon-
strukt percipirane vrijednosti, emocionalna vrijednost i
novcana vrijednost znacajno su povezane sa zadovolj-
stvom potrosaca. Prema TRA-u, to pokazuje da pozitivan
stav potrosaca vodi prema snaznoj namjeri ispunjavanja
njegova uvjerenja.

Ogranicenja - Uzorak istrazivanja moze biti jedno od
ogranicenja. U budu¢nosti se moze provesti medukultu-
ralna usporedba kako bi se vidjele razlike izmedu kultu-
ra. Usporedba razvijenih i nedovoljno razvijenih zemalja
isto tako moze pruziti holisticke rezultate.

Doprinos - IstraZivanje je usmjereno na razmatranje za-
dovoljstva i lojalnosti potrosaca na temelju percipiranih
odrednica vrijednosti, povjerenja i kvalitete usluge.
Kljuéne rijeci - zadovoljstvo potrosaca, lojalnost potro-
Saca, povjerenje, kvaliteta usluge, percipirana vrijednost
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1. INTRODUCTION

We live in a technology-oriented world which
has seen a phase of rapid development. Now-
adays, the world is considered a global village
(Friedrich, Grone, Holbling & Peterson, 2009,
Aslam, Ham & Arif, 2017), in which everyone
wants to connect to the other person (Hud-
son, 2013). Technological advancements have
changed the way we consume, distribute, and
create information (Arif, Aslam & Ali, 2016; Aslam,
Batool & Hag, 2016). As is the case with devel-
oped countries, Pakistan also placed itself in the
fast-moving technological race and has been
cited as an emerging market in mobile phones
penetration (Qayyum, Ba Khang & Krairit, 2013).
The telecom sector of Pakistan has emerged as
a key factor in the growth of the economy (Ja-
hanzeb, Fatima & Khan, 2011) as it contributed
revenue of PKR 4544 billion by the end of FY
2015-2016. It also constituted 26 % of the total
revenue of the country, as stated in the annu-
al report of the Pakistan Telecommunication
Authority (PTA) for 2016. According to Shujaat,
Syed and Ahmed (2015), telecommunications
is an immensely governed sector, rapidly mak-
ing headway to keep up with the initiatives of
global markets. As stated in the United Nations
Conference on Trade and Development (UNCT-
AD) Information Economy Report 2009, Pakistan
ranked fifth by growth and expansion of the cel-
lular market in the world. The cellular market of
Pakistan is among the rapidly growing markets
which have a higher rate of growth than other
sectors in the country (Ali et al,, 2010). According
to the 2016 PTA annual report, the cellular densi-
ty of Pakistan had risen from 60.72 % to 69.12 %,
with a total of 133.24 million cellular subscribers
in the country. Moreover, the mobile broadband
(3G & 4G) penetration also increased to 15.32 %
and the number of 3G and 4G subscribers
reached 29.53 million. Pakistan has five cellular
service providers — Mobilink, Warid, Ufone, Tele-
nor, and (CMpak) Zong — competing intensely
for a bigger market share and more revenue.

This great expansion of the mobile telecommu-
nication services market in Pakistan intensifies
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the need to determine customer loyalty as the
Pakistani cellular market of Pakistan has now
reached its maturity stage. All service providers
aim to satisfy customers, gain their trust, and
prevent them from switching to other options
(Gerpott, Rams & Schindler, 2001) by providing
competitive quality services which include call
quality, network issue, Internet packages, and
SMS packages. According to Santouridis and
Trivellas (2010), to retain their customers, busi-
nesses should adhere to the services that are
perceived as being more beneficial than having
to obtain and search for new ones. Customers
who are loyal have a lower switching tenden-
cy and they are not prone to trying alternative
market offers very often. Additionally, they also
generate positive word of mouth. Customer
loyalty is extremely important and has gained
significance in the telecommunication service
industry due to the competitive nature of the
market (Gerpott et al, 2001). It has been ob-
served that, in order to measure the loyalty of
customers, other variables such as satisfaction
have gained substantial attention in the mar-
keting literature (Aydin, Ozer & Arasil, 2005; Lai,
Griffin & Babin, 2009). According to Deng, Lu,
Wei and Zhang (2010), satisfaction is an import-
ant intermediate goal towards achieving eco-
nomic success in mobile telecommunications.
And according to Kassim and Abdullah (2008),
satisfaction is not sufficient to preserve long-
term relationship with the service provider. Hart
and Johnson (1999) and Aydin and Ozer (2006)
argued that to gain the loyalty of the customers,
trust is an essential driver.

In the past, Rasheed and Abadi (2014), Ball,
Simdes Coelho and Machas (2004), Luarn and
Lin (2003) and Kim, Ferrin and Rao (2009) ex-
amined customer loyalty in various service in-
dustries. These studies highlighted loyalty as a
critical factor to consider in terms of the cus-
tomers’ perspective. Ishaq (2012), Rust, Lemon
and Zeithaml (2001), and Ali and others (2010)
asserted that, in telecommunication services,
loyalty is the most crucial performance bench-
mark to obtain.
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The growth rate in the mobile telecommuni-
cations industry is reported to be phenomenal
in recent years, and has caused the market to
become very competitive (Qayyum et al,, 2013).
Owing to the growing importance of the tele-
communications industry, this paper predom-
inantly analyzes the behavior of consumers in
adopting the services of different cellular service
providers in Pakistan. Primarily, this research ex-
amines the effects of trust, customer perceived
value constructs, and service quality upon sat-
isfaction which leads to loyalty. The findings of
the study can help marketing practitioners as it
represents a notable contribution to the knowl-
edge of customer loyalty and satisfaction.

This paper comprises the following section: af-
ter this Introduction, Section 2 deals with the
theoretical background and hypothesis devel-
opment of the study; the research method-
ology, including sample size, development of
instruments, data collection procedures, and
statistical techniques are reported in Section 3;
Section 4 covers the findings of the study while
Section 5 presents the conclusion, implications,
and limitations of the study.

2. THEORETICAL
BACKGROUND
AND HYPOTHESES
DEVELOPMENT

2.1. Conceptual framework

Few researchers have adopted the framework
of Theory of Reasoned Action (TRA) to measure
customer loyalty and satisfaction in the services
industry. Also, few researchers used Theory of
Planned Behavior (TPB), as an extended form in
which perceived behavioral control has been
added to TRA. TRA presented by Fishbein and
Ajzen (1975) provides a model to investigate the
relationship between behaviors, intention, and
attitude in social psychology (Hansen, Jenses
& Solgaard, 2004). Fishbein and Ajzen (1975)
argued that the behavioral intentions are func-
tionally related by attitudes, which forecast the

desired behavior. Moreover, TRA considered in-
tention as the best predictor of behavior (Kim et
al,, 2009). According to TRA, proposed intention
leads to certain behaviors, such as satisfaction
and loyalty. According to Chang (1998), Fishbe-
in and Ajzen (1975), Guo, Xiao and Tang (2009),
and Hsu and Lu (2007), the attitude towards the
consumer behavior, which can be favorable or
unfavorable feelings and subject norms, i.e. be-
lief about what others will think about behav-
ior, are the main antecedents that may provoke
behavioral intentions (likelihood of perform-
ing the behavior). As reported by literature on
consumer behavior, personal opinion and atti-
tude are developed from consumer’s personal
experience of things and objects (Karjaluoto,
Mattila & Pento, 2002). Hence, TRA theory helps
in identifying the consumer behavior and inten-
tion to generate customer loyalty. If consumer
behavior regarding quality, trust of service, and
perceived value of customers is favorable, it will
lead to customer satisfaction. According to Guo
and others (2009), satisfaction influences the at-
titude and customer loyalty. In addition to that,
several researchers such as Luarn and Lin (2003)
and Lin and Wang (2006) viewed trust as a trust-
ing belief which leads to a trusting attitude that
precedes behaviors. Lu and Lin (2002) and Lin
and Wang (2006) also showed that belief that
can be trust also influenced behavior directly as
well as that mediated by attitude/intention. On
the basis of TRA and TPB, the research model
has been designed (see Figure 1).

2.2.Customer satisfaction and
loyalty

Satisfaction depicts customer post-purchase
evaluation and an effective response towards
the overall service or product attributes (Lin
& Wang, 2006; Anderson, Fornell & Lehmann,
1994). According to Kotler, Keller, Koshy and Jha
(2009), satisfaction is a feeling that consumers
experience after consuming a product or ser-
vice. Customer satisfaction is often considered
an important determinant of customer loyalty
and repurchase intention (Deng et al,, 2010; Liao,
Palvia & Chen, 2009). It also serves as an indica-
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tor of customers’ positive and negative feelings
about the service provider in the telecommuni-
cation services sector (Moreira et al., 2016). Stud-
ies confirmed that satisfaction leads to loyalty,
which means that satisfied customers become
loyal whereas dissatisflied customers move to
other service providers (John, 2011). According
to Moreira and others (2016), customer satis-
faction is an important construct in loyalty. It is
necessary for the telecommunication compa-
nies to keep the focus on their customers’ view.
Customer satisfaction has emerged as a strong
predictor of loyalty in sizeable mobile telecom-
munication literature (Gerpott et al,, 20071; Kim,
Park & Jeong, 2004; Lee & Turban, 2001). Hence,
the first hypothesis of the study is:

H1: Customer satisfaction has a positive impact on
customer loyalty.

2.3. Importance of trust

In electronic commerce, winning consumer
trust is often a matter of concern for marketers.
McKnight and Chervany (2002) and Deng and
others (2010) stated that trust can be considered
as belief and also as an intention. Belief refers to
the user's perception of attributes of service
providers, such as ability, integrity, and benevo-
lence. Intention, on the other hand, refers to the
truster’s willingness or intention to depend on
the trustee. In mobile and electronic commerce,
customers cannot fully regulate the business;
therefore, it is necessary for the service provid-
er not to engage in any unfair behavior (Gefen,
2002). As trust is an important factor in build-
ing and maintaining relationships, it is consid-
ered the main element of success in electronic
commerce (Lee & Turban, 2001) and in mobile
social commerce (Siau & Shen, 2003). According
to Morgan and Hunt (1994), trust plays a critical
role in developing such a relationship with cus-
tomers which leads to loyalty. Many researches
labeled trust positively as the backbone of a
long-term relationship with customers and also
considered it a driver of strong customer loyalty
(Garbarino & Johnson, 1999; Sirdeshmukh, Singh
& Sabol, 2002). Customers who trust in an orga-
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nization are more likely to be loyal to the com-
pany. Based on the theory of reasoned action, it
is expected that trust precedes the loyalty.

According to Kassim and Abdullah (2008), cus-
tomer satisfaction and loyalty increase when
customers trust their service provider. In other
words, if a customer does not trust the service
provider, that consumer will undoubtedly be
dissatisfied with the service provider. Theory
of reasoned action also posits that trust leads
to satisfaction which, in turn, increases loyalty.
According to Kim and others (2009), trust affects
satisfaction in the long run. If customers have
feelings of faith in the service provider, their
satisfaction will enhance over the time (Chi-
ou & Droge, 2006). Customer trust is the main
factor in building loyalty (Deng et al,, 2010). If
customers trust the service provider, they con-
tinue using the service and also recommend
it to others in their social circle. According to
Lee (2005) and Wang, Lin and Luarn (2006), in
mobile commerce, trust positively influences
customer attitude and behavioral intention.
Rasheed and Abadi (2014) also found a positive
relationship between trust and customer sat-
isfaction. Hence, the following hypotheses are
formulated:

H2: Trust has a positive impact on customer loyalty.

H3: Trust has a positive impact on customer satis-
faction.

2.4. Perceived service quality and
customer satisfaction

According to Qayyum and others (2013), service
quality is referred to as the customer judgment
about the overall performance excellence and
maintenance of the service. Service quality is
one of the important determinants of examining
the customer experience of the service (Khan &
Fasih, 2014). Higher service quality increases the
satisfaction of purchasing the same product and
affects the buying behavior of the customers
(Venetis & Ghauri, 2000). However, service qual-
ity is extremely important for survival and bat-
tle with competitors (Kyoon Yo & Ah Park, 2007).
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Service quality is viewed as a strong predictor of
customer satisfaction, as it relates to the overall
efficiency of service providers (Kim et al., 2004).
According to Gitomer (1998), customer satisfac-
tion is attained by providing the up-to-mark
service that also meets expectations. Based on
these views, the following hypothesis is formed:

H4: Service quality has a positive impact on cus-
tomer satisfaction.

2.5. Customer value and customer
satisfaction

According to Sweeny and Soutar (2001), custom-
er value is basically a concept which includes
many heterogeneous factors. Sheth, Newman
and Gross (1991) argued that a customer’s
choice during purchase is triggered by many
factors; for that they developed several value
dimensions, including functional value, condi-
tional value, social value, emotional value, and
epistemic value. According to Parasuraman and
Grewal (2000), perceived value is a function of
the ‘get’ component, i.e. benefits a buyer derives
from a seller’s offerings, and of the ‘give’ compo-
nent, i.e. buyer's monetary and non-monetary

FIGURE 1: The research model

Trust

Service quality

Perceived value

Functional
value

Emotional
value

Social value

Monetary
value

Satisfaction

cost of acquiring the offerings. Perceived value
can be related to customer satisfaction (Sweeny
& Soutar, 2001). Different aspects of perceived
customer value have impact upon satisfaction;
for instance, functional value relates to the over-
all service and technical benefits, emotional
value fulfills the psychological need, monetary
value is related to the price and time, and social
value is connected to consumers socially (Kar-
jaluoto, Jayawardhena, Leppdniemi & Pihlstrom,
2012; Deng et al., 2010; Sweeny & Saoutar, 2001).
Perceived value also regulates satisfaction in a
favorable manner, and satisfaction is derived
from customer value (Deng et al, 2010). We
have used four dimensions of perceived value
to form the following hypotheses:

H5a: Functional value has a positive impact on cus-
tomer satisfaction.

H5b: Emotional value has a positive impact on cus-
tomer satisfaction.

H5¢: Social value has a positive impact on custom-
er satisfaction.

H5d: Monetary value has a positive impact on cus-
tomer satisfaction.

Loyalty
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3. METHODOLOGY

3.1. Instrument development

This study used an adapted 5-point Likert scale
questionnaire, in which 1 represents “strongly
disagree” and 5 represents “strongly agree.
The questionnaire consisted of two parts: the
first part was related to the demographic pro-
file of respondents and concerned their cel-
lular service usage; whereas the second part
dealt with the constructs. Most items of the
constructs were adapted from Deng and oth-
ers (2010), with some added questions related
to the past studies mentioned in Table 4.2. The
purpose behind such a design of the question-
naire was to acquire useful information related
to the topic.

Functional value consists of a total of 4 items,
which were modified from Sweeny and Sautor
(2001) and Deng and others (2010).

Emotional value is covered by 4 items, which
were adapted from the research of Sweeny and
Sautor (2001) and Deng and others (2010).

Social value is evaluated by 4 items, designed
upon the research of Sweeny and Sautor (20071)
and Deng and others (2010).

Monetary value is measured by 4 items,
adapted from the sources of Sweeny and Sautor
(2001) and Deng and others (2010).

Perceived service quality covers 4 items,
which were revised from the research of Deng
and others (2010) and Qayyum and others (2013).

Trust consists of 4 items, which were modified
from the work of Deng and others (2010) and
Qayyum and others (2013).

Customer satisfaction is measured by 4
items, designed from the past papers of Lin and
Wang (2006) and Deng and others (2013).

Customer loyalty consists of 4 items, which
were adapted from the research of Lin and
Wang (2006), Deng and others (2010), and Qa-
yyum and others (2013).

UDK 366.1:654.165

3.2. Sample frame and data
collection procedure

The data was collected from the mobile subscrib-
ers with the help of the adapted questionnaire.
The use of questionnaires in gathering the re-
sponses is a cost-effective method of collecting
a large amount of information so as to generate
results quickly in a short time span. In total, data of
406 respondents was gathered via an online Goo-
gle survey form and via handouts given to the re-
spondents in person. During the data screening
stage, 22 outliers were found, in which 20 were
univariate and 2 were multivariate outliers. Mul-
tivariate outliers were found by analyzing the
absolute Zscore value 3.29 and the Mahalanobis
distance value, along with the Chi-square distribu-
tion function having the value of p < 0.001 (Ta-
bachnick & Fidell, 2007). After the removal of out-
liers, 384 responses were used in further analysis.

3.3. Statistical techniques

A number of statistical tests were used, includ-
ing exploratory factor analysis (EFA), confirmato-
ry factor analysis (CFA) and Structural Equation
Modeling (SEM). EFA was employed to align the
constructs, with CFA applied for confirmation
of the factors. Lastly, SEM was used because it
allows checking all the variables in the model
simultaneously (Chin, 1998). SEM analysis would
also help in the measurement error reduction by
using CFA (Fornell & Larcker, 1981). This means
that the relationship among examined factors is
free of measurement errors.

4. DATA ANALYSIS AND
RESULTS

IBM SPSS 22 (Statistical Package for social scienc-
es) and IBM Amos 22 (analysis of moment struc-
ture) were used to analyze the data. The data of
384 respondents was used to explore factors by
means of principal component extraction, along
with Varimax orthogonal rotation. Furthermore,
the reliability of the factor loading items, which
should be a minimum 0.7 value of the Cronbach
alpha (Nunnally, 1978), was determined. After ex-
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ploring the factors, CFA was performed to ana-
lyze composite reliability (CR), maximum reliabili-
ty (Max R), model fitness and validation concerns,
which involved the average variance extracted
(AVE), discriminant validity, and construct validity.
After that, SEM path analysis was performed to
check correlations among the constructs.

4.1. Demographic profile of
respondents

TABLE 4.1: Demographic profile of respondents

‘ Frequency ‘ Percentage
Gender
Male 170 443
Female 214 55.7
Age
18-23 50 13
24-29 182 474
30-35 89 23.2
36-40 42 109
40 & above 21 55
Qualification
Undergraduate 44 115
Graduate 265 69
Postgraduate &
Above /> 195
Cellular service
Mobilink 41 10.7
Telenor 167 435
Ufone 121 315
Warid 23 6
Zong 32 8.3
Years of service use
Less than 1 year 9 23
1-2 years 27 7
2-3 years 132 344
More than 3 years 215 56

Table 4.1 shows the demographic details of 384
respondents. It clearly demonstrates that more
than a half of the responses, i.e. 55.73 %, were
those of females while males were represented
at 44.27 %. Most of the respondents or 4740 %
were inthe 24-29 age bracket and the majority of

the respondents, i.e. 69.01 %, had bachelor level
education. This showed that respondents were
mature enough to understand and answer the
questions regarding each construct. The con-
tribution of Telenor customers was among the
highest at 43.49 %. Most respondents had been
using cellular service for more than 3 years; that
group has a contribution of 55.99 %, followed by
those with 2-3 years of use, i.e. 34.38 %.

4.2.Exploratory factor analysis
(EFA) and confirmatory factor
analysis (CFA)

EFA was used while keeping a check on varimax
rotation. All 32 variables items were reduced and
loaded in their desired 8 components. Three
items were deleted in adjusting rotated compo-
nent matrix; hence 29 items remained for further
analysis. The KMO value was 0.784 and commu-
nalities higher than 0.5. Both of these values con-
firm that the research model is suitable for fur-
ther analysis. According to Tabachnick and Fidell
(2007), Bartlett's test of sphericity and Kaiser-Mey-
er-Olkin (KMO) value should be a minimum 0.6.
All factor loadings should be greater than 0.5
(Hair, Anderson, Babin & Black, 2010; Tabachinek
& Fidell, 2007). All of these values loaded above
the required threshold for this study. Total reliabil-
ity of 29 items was found at 0.732. According to
Nunnally (1978), the reliability of each construct
should have a minimum cut-off value of 0.7.

After EFA, CFA was also performed. One item of
customer satisfaction was removed to obtain
the optimum model fit. The overall measure-
ment model validity and reliability were also as-
sessed by performing CFA. Validity concerns for
the measurement model were checked in CFA
by using the “Master Validity Tool” Amos plugin.
The validity of the factors is necessary to test
the causal model. It denotes the strength of the
measurement model (Rajan & Baral 2015; Hair,
Anderson, Tatham & Black, 1998). The value of
composite reliability should be greater than 0.7
and average variance extracted (AVE) should be
above 0.5 (Bagozzi & Vi, 1988). All the values of
composite reliability loaded above the threshold
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value and fell in the range of 0.70 to 0.86. Con-
vergent validity of the model established as AVE
values ranged from 041 to 0.62, which meets the
suggested threshold (Molina, Llorens-Montes &
Ruiz-Moreno, 2007; Castafio, Méndez & Galindo,
2015; Dehghan, Alizadeh & Mirzaei-Alamouti,
2015). The AVE value should exceed 0.5, but even
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less than 0.5 is acceptable where the Cronbach
alpha and composite reliability values are great-
er than 0.7 (Fornell & Larcker, 1981, Muhammad,
Shamsudin & Hadi, 2016; Mahjoub & Naeij, 2015;
Huang, Wang, Wu & Wang, 2013; Chinomona &
Pretorius, 2011). Table 4.2 shows the factor load-
ings of EFA, CFA, Cronbach alpha, CR and AVE.

TABLE 4.2: EFA and CFA

Items , EFA CF'A Adapted from
oadings | loadings source

Functional value (Cronbach alpha = 0.837; CR = 0.841; AVE = 0.64)
My service provider is reliable. 0.868 0.824 Deng et al. (2010);
My service provider has good functions. 0.873 0.864 Sweeny & Sautor
My service provider fulfils my needs well. 0.814 0.704 (2007)
Emotional value (Cronbach alpha = 0.760; CR=0.777; AVE = 0.478)
| feel good when | use this service provider. 0.723 0.852
Using this service provider is enjoyable. 0.788 0562 | Sweeny &Sautor

- - - - (2001), Deng et al.
This service provider gives me pleasure. 0.775 0493 (2010)
Using this service provider is interesting. 0.647 0.794
Social value (Cronbach alpha =0.803; CR = 0.804; AVE = 0.506)
My service provider helps me to feel acceptable. 0.731 0.669
My service provider makes a good impression on other people. 0.799 0.743 ?ﬁgg@tgléf&g)/
Using my service provider gives me a sense of belongings to other users.|  0.798 0.692 (2001)
My service provider improves the way | am perceived. 0.798 0.74
Monetary value (Cronbach alpha = 0.876; CR = 0.869; AVE = 0.624)
My service provider is reasonably priced. 0.828 0.769
The price of using my service provider is economical. 0.829 0.771 ?ﬁggme;gl's(j?tg)'
My service provider offers value for money. 0.819 0.812 (2001)
My service provider is good for the current price level. 0.768 0.807
Perceived service quality (Cronbach alpha = 0.748; CR = 0.733; AVE = 0.41)
My service provider always delivers excellent overall service. 0.718 0.719
The oﬁelrmgs of‘my serY\ce prov@er are olf hlgh quality. 0.717 0.675 Deng et al. (2010),
My service provider delivers superior service in every way. 0.802 0.616 Qayyum et al. (2013)
:ehsoiiaaﬁcginn;?/a{:sblle operator treats me in a friendly manner when | 0726 0536
Trust (Cronbach alpha = 0.787; CR = 0.801; AVE = 0.582)
Based on my experience, | know my service provider cares about customers. 0.855 0.903
Based on my experience, | know my service provider is not opportunistic|  0.681 0.56 Deng et al. (2010),
My mobile operator is reliable because it is mainly concerned with Qayyum etal. 2013)
customers’ interests. 0883 0.784
Customer satisfaction (Cronbach alpha =0.712; CR=0.763; AVE = 0.521)
My choice of this service provider is a wise one. 0.747 0.777
I think | did the right thing when | subscribed to this service provider. 0.738 0.776 Deng et al. (2010),
Overall, my feeling about this service provider is satisfactory. 0.751 0.598 | Lin&Wang (2006)
This service provider has met my expectations well. 0.594 Deleted
Customer loyalty (Cronbach alpha = 0.753; CR = 0.754; AVE = 0.506)
I will continue to use my service provider if any. 0.797 0.736 )
| will recommend to others to use this service provider. 0.796 0.748 Bg%vgfgﬁ(%]]%?)’
oreference fo tis service provider wouki not change o0z | 0% | Qayyumetal 2013
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4.3. Discriminant validity and
model fit

Table 4.3 provides data for the discriminant va-
lidity. Diagonal elements of the table represent
the value of the square root of AVE that should
be greater than its inter-construct correlation
values and, hence, the established discriminant
validity (Malhotra & Dash, 2011; Jayanthi & Rajan-
daran, 2017; Deng et al, 2010). The maximum

TABLE 4.3: Discriminant validity

reliability MaxR(H) value exceeds the suggested
threshold of 0.7 (Hancock & Muller, 2001). Table
4.3 shows the model validity.

Model fitness refers to the overall fitness of our
measurement model and our structural model.
Different measures would be used to check the
goodness of fit (GoF) index. Table 4.4 shows that
all values are in their acceptable region.

MSV | MaxR(H) MV sV EV FV SQ cs TR CL
Monetary value
(MV) 0.216 0.87 0.79
Social value (SV) 0.087 | 0.806 0.295** 1 0.711
Emotionalvalue | )0 | (g3 | gugs | 0100 | 0.692
(EV)
Functionalvalue | o | ooss | 0184% | 0044 | 0205 | 0.8
(FV)
(Sse(;‘)’"eq“a"ty 0184 | 0745 | 0264% | 0046 | 0103t | -0066 | 0.64
Customer 0184 | 0783 | 0200% | 0005 | 0200 |-0212% |0429"* | 0.722
satisfaction (CS)
Trust (TR) 0.078 0867 [-0.279%**| -0.084 | -0.153** | -0162** | 0114+ |0.210%** | 0.763
(cc“|3t°me”°ya'ty 0085 | 076 | 0132* | -0M4t | 0096 |-01M0t | 0021|0291 | 0193* | .71
Significance of correlations:
+p<0100% p< 0010
*p < 0,050 *** p < 0,001
TABLE 4.4: Model fit
Recommended | Measurement | Structural
Absolute fit measures
value model model
X 481.859 496314
Df 317 322
x/df < 3 152 1.541
Goodness-of-fit index (GFI) > 0.90° 0919 0917
Root mean square error of approximation .
(RMSEA) with p close < 0.05 .037(1.000) .038(1.000)
Adjusted goodness-of-fit index (AGFI) > 0.80° 0.897 0.895
Normed fit index (NFI) closer to 1¢ 0.883 0.88
Comparative fit index (CFl) > 0952 0.956 0953
Incremental fit index (IFI) > 0902 0.957 0.954
Tucker-Lewis index (TLI) > 0902 0.947 0.945

Sources: * Bagozzi & Yi (1988), ® Browne & Cudeck (1993), < Bentler (1990), Allen, Hunter & Zeng (2015)
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4.4, Hypothesis testing

After getting the model fitness, the structural
model was established and the hypothesis of
the model was checked by performing path
analysis among the variables. Table 4.5 shows
the relationship among factors, while Figure 2
represents the structural model.

TABLE 4.5: Hypothesis testing

:IIYeps(i)s- Path Coefficient| S.E. | CR P

H1 CS=CL 0.247 0.063 | 3921 | ***
H2 TR=CL 0.071 0.034 | 2.068 | 0.039
H3 TR=CS 0.12 0.037 | 3.259 | 0.001
H4 SQ—-CS 042 009 | 4652 | ***
H5(@) FV —CS -0.155 0.042 | -3.702 | ***
H5(b) EV—CS 0137 0.052 | 2.649 | 0.008
H5(c) SV—=CS -0.067 0.05 |-1.346 | 0.178
H5(d) MV—CS 0.13 0.061 | 2135 | 0.033
‘p<005 |"p<001 | "p<0.001

FIGURE 2: Structural model
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All research constructs were found to signifi-
cant. However, the effect of social value has an
insignificant negative impact on customer sat-
isfaction, which is not meaningful (Dehghan et
al,, 2015; Leelakulthanit & Hongcharu, 2011; Loh,
Ahmed, Kadir & Alam, 2015; Williams & Soutar,
2009; Deng et al, 2010). The negative path co-
efficients were found by many researchers who
rejected the specified correlation (Chinomona,
Masinge & Sandada, 2014; Eid, 2011). A significant
negative correlation was found to exist between
functional value and customer satisfaction.

4.5, Mediation

Mediation is used to check the causation in the
model. It explains the accurate understanding
of an antecedent on the dependent variable.
Mediator plays a vital role in this causation chain.
The Baron and Kenny (1986) approach was used
to check the mediation in the model, which
states three types of mediation: full, partial and
indirect. However, modern literature suggests
that mediation is less nuanced; it may be pres-
ent when an indirect effect shows significant
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results (Hayes, 2013). Bootstrapping should be
used to run the mediation analysis and to avoid
limitations of the Baron and Kenny approach
(Hayes, 2013; Jose, 2013).

In this study, only indirect effect was checked by
using a user-defined indirect estimate by Amos.
Table 4.6 shows the results of the indirect medi-
ation. This clearly reflects that customer satisfac-
tion mediates the correlation with trust, service
quality, emotional value, and monetary value in
a significant manner towards customer loyalty,
which means that mediation is present.

TABLE 4.6: Mediation effect

Relation IR Mediation
p-value

TR-CS—CL 0.07 (0.001) YES

SQ-CS=CL 0.126 (0.001) YES

EV-CS-CL 0.065 (0.001) YES

MV =CS-CL 0.053 (0.003) YES

R:CS=041 |CL=015

5. DISCUSSION

Pakistan’s telecommunication sector is consid-
ered to be a complex, yet one of the fastest
growing sectors in the country’s economy. It
promotes and generates subscribers’ interest by
introducing new offers, services, packages, and
much more which mobile users find attractive
and cannot resist engaging in. Thus, it is very
challenging to judge customer loyalty and satis-
faction in such a dynamic environment.

This study focused on some determinants and
antecedents of customer loyalty and satisfac-
tion that users find useful in terms of usage level
of the service. This study identified the impact
of service quality, trust, and customer perceived
value on the satisfaction of the customer. More-
over, the effect of trust and satisfaction are also
judged based upon customer loyalty. The rela-
tionship among variable was assessed by using
path analysis in AMOS.

The results reveal that trust and satisfaction
have a significant positive effect on customer

loyalty. However, satisfaction was found to have
the greatest impact on customer loyalty as its
path coefficient value is 0.247, whereas the co-
efficient of trust is 0.071. Ribbink, Riel, Liljander
and Streukens (2004) also found that trust has a
weaker impact on customer loyalty compared
to customer satisfaction. The significant result
shows that trust and customer satisfaction are
the antecedents that will eventually increase
customer loyalty to the service provider. The re-
sult supports the findings of Yang and Peterson
(2004), Kim and others (2004), Aydin and Ozer
(2005), Lin and Wang (2006), and Gerpott and
others (2001). Therefore, cellular service provid-
ers need to make sure that they meet their cus-
tomer needs and wants successfully in order to
build a trustworthy relationship with them.

Trust and service quality were both found to
have a significant and direct effect on customer
satisfaction, thus confirming the results of Turel
and Serenko (2006). In addition, it has been
found that service quality has the greatest im-
pact upon satisfaction among all antecedents
having a path coefficient of 0.420. It indicates
that mobile users find service quality to be the
most appealing element in forming their satis-
faction towards loyalty (Wang, Lo & Yang, 2004).

The emotional value and monetary value of per-
ceived value constructs have a positive signifi-
cant impact on satisfaction (Deng et al,, 2010).
This shows that monetary value and emotional
value are important constructs through which
customers seek to boost their satisfaction lev-
el. Furthermore, functional value was found
to have a significant and negative correlation
with customer satisfaction, while social value
shows a negative insignificant correlation. The
negative sign shows inverse correlation. These
results support the findings of Dehghan and
others (2015), Leelakulthanit and Hongcharu
(2011), Loh and others (2015), and Williams and
Soutar (2009). It may be due to the fact that
most of our respondents fall in the 24 to 29 age
group, who find more interest in the practical
and technical benefits of functional value as
well as in the acceptance of social value their
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service providers offer. As consumers are more
tech-savvy nowadays, they want to keep in
touch with the world anywhere and anytime
via messages, voice chats, social packages, and
video calls, especially after the inception of 3G
and 4G services. They may believe in the func-
tional and social values of the service provider
but may easily switch providers if they do not
satisfy their desire or expectation of a particular
service. Customers want maximum satisfaction
from their service providers. However, due to
intense market competition, service providers
cannot fulfill all desired expectations. This may
change the behavior and satisfaction level of
the customer, and implies that their satisfaction
will gradually decrease as they rely more on
functional and social value.

5.1. Managerial implications and
limitations

Achieving customer satisfaction and loyalty has
become increasingly challenging for mobile op-
erators. This research study provides an exclusive
viewpoint and validates the comprehensive cus-
tomer loyalty and satisfaction model in Pakistan.
It also highlights the relationship of perceived
value dimensions, service quality and trust on
customer satisfaction and loyalty. The findings
of the study provide a practical implication for
mobile service providers as the research model
explains that customer loyalty is well developed
and managed through trust and customer sat-
isfaction. Therefore, mobile service providers
should invest in their services to earn the trust of
customers and build a strong satisfaction level,
as positive trust leads to a favorable level of sat-
isfaction among customers and helps maintain
their loyalty. Therefore, Pakistani service provid-
ers are advised to work on these psychological
elements. Moreover, the PTA should regulate
and manage such experts and authorities that
enhance the marketing perspective of the tele-

UDK 366.1:654.165

communication industry. It is recommended
that PTA's promotional and marketing strategies
be focused in a positive way that influences cus-
tomer behaviors in a favorable manner. Cellular
companies and organizations should maintain a
relationship with customers by enhancing their
services and staying in contact with them via
e-mails to address and resolve their complaints.
Responding promptly to subscribers will be es-
sential in achieving customer satisfaction, which
also enhances other factors such as trust, service
quality, and perceived value constructs of emo-
tional and monetary value. Furthermore, cellular
organizations should invest in building a posi-
tive image of their brands to increase the loyalty
of customers as the most important factor in
maintaining a sustainable position to compete
in an aggressive and challenging environment.
Cellular companies in Pakistan ought to adopt
such strategies that increase the satisfaction lev-
el, as it is strongly related to building customer
loyalty.

The research study was conducted mainly in
Karachi, Pakistan. In view of numerous cultural
differences between Pakistan and other coun-
tries, a future cross-cultural study can be con-
ducted to enhance the understanding of loyalty
and satisfaction antecedents. Also, this study is
focused specifically on cellular services in Paki-
stan, but other service industries can be includ-
ed to examine the differences among them. For
future studies, it is suggested to investigate the
relationship between loyalty and several other
antecedents, such as corporate image, price,
word of mouth (WOM), and switching cost.
Control factors such as age, income, and gen-
der should be considered to achieve a broader
outcome. In a bid to strengthen the scientific
contribution, a direct correlation of service qual-
ity and all customer value dimensions and their
impact on loyalty may be examined in future
research studies as well.
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