Journal of Postgraduate Current Business Research (JPCBR)
e-ISSN 2504 — 8449 Vol. 8 No. 1 (2023)

Determinants of Customer Loyalty In
Malaysia’s Telecommunication Industry:
A Conceptual Exploration

Affendy Abu Hassim & Mohd Farid Shamsudin
Universiti Kuala Lumpur
affendy.hassim@unikl.edu.my
mfarid@unikl.edu.my
Abstract

This conceptual research paper aims to illuminate the critical determinants influencing customer loyalty
within Malaysia’s burgeoning telecommunication industry. The study navigates the interconnected areas of
Service Quality, Pricing, Customer Service, and Innovative Offerings, exploring their collective impact on
customer loyalty, focusing on Customer Satisfaction as a pivotal mediating variable. The paper employs a
robust quantitative methodology, leveraging the insights from an astute selection of 300 respondents,
facilitating a comprehensive exploration of customer perspectives and experiences. A synthesis of
foundational theories, such as Expectancy Confirmation Theory, Price Fairness Perception, and Customer
Satisfaction-Loyalty Theory, underpins the research, driving a coherent investigation of the intricate
relationships among the identified variables. Anticipated outcomes of this scholarly inquiry include
validating or refining existing theoretical paradigms, identifying key areas for enhancement within
telecommunication services, and providing actionable, strategic recommendations for industry practitioners.
The research aspires to contribute significant academic and practical insights to inform and optimise
contemporary customer loyalty strategies and frameworks within Malaysia’s telecommunication landscape
by unravelling the complexities characterising customer loyalty within this dynamic industry.
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Introduction

The telecommunication industry plays a pivotal role in the socio-economic development of Malaysia. This
industry has experienced a tremendous transformation over the past few decades, evolving from basic
telephone services to a diverse market offering mobile, internet, and broadband services (Kanapathipillai,
2020). Customer loyalty is crucial to telecommunication companies’ sustainability and growth in a dynamic
and competitive environment. Loyal customers contribute to consistent revenue streams and enhance a
company’s market position through word-of-mouth promotion (Vu et al., 2021). Therefore, understanding
and fostering customer loyalty has become indispensable for telecom operators to maintain market relevance
and achieve business excellence.

Background of the Study

Malaysia’s telecommunication landscape is characterised by a multitude of operators providing a varied
spectrum of services to meet the growing demands of consumers. Competition is fierce, with companies
striving to outdo each other through innovative offerings, price strategies, and customer service
enhancements (Hoe et al., 2019). This study explores customer loyalty, seeking to unearth the practices and
strategies that resonate most with Malaysian telecom consumers.
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Factors such as service quality, pricing, network coverage, customer service, and innovative offerings
influence customer loyalty. With its diverse consumer base and rapid technological advancements, Malaysia
presents a unique environment to study these dynamics. Malaysia’s cultural and socio-economic diversity
also adds nuanced dimensions to consumer preferences and loyalty trends, making it an intriguing subject
of study.

This study holds paramount importance as it aims to untie the complexities of customer loyalty in Malaysia’s
telecommunication industry, an arena marked by intense competition and rapid technological
advancements. Customer loyalty drives sustained growth and profitability for telecommunication
companies (Vu et al., 2021). By diving deep into the customer loyalty landscape, this research aims to extract
valuable insights and identify effective strategies that telecommunication companies can adopt to nurture
and enhance customer loyalty. In doing so, the study contributes to the academic discourse. It equips
industry practitioners with practical knowledge and tools to thrive in the competitive market. Understanding
the specific determinants influencing customer loyalty within Malaysia’s unique socio-economic and
cultural context can enable telecom operators to craft more customer-centric approaches, ensuring long-
term customer retention and fostering enduring business success.

This conceptual study examines and analyses the factors contributing to customer loyalty in Malaysia’s
telecommunication industry. It aims to craft a comprehensive understanding that could guide telecom
operators in formulating strategies that foster customer loyalty, ensuring their sustained success in the
vibrant Malaysian telecom market.

Literature Review

Customer Loyalty

Customer loyalty remains a focal point in academic discourse, especially within service-oriented sectors
like telecommunications. Loyalty results from consistently positive emotional experiences, value-based
customer satisfaction, and attribute-based preference (Torrdo & Teixeira, 2023). Many studies emphasise
the significance of service quality in enhancing customer loyalty. For instance, Vu et al. (2021) elucidate
that superior service quality facilitates customer satisfaction, which is paramount in cultivating loyalty. This
denotes the direct impact of customer interactions and service experiences on loyalty intentions.

Furthermore, pricing structures and perceived value have been intricately linked to customer loyalty
(Almahadeen & Al-Manasrah, 2022). Customers are more inclined toward loyalty when they perceive that
the services received correspond with the monetary value paid, underscoring the role of pricing strategies
in bolstering customer loyalty. The realm of telecommunications has also seen a shift, with innovation at
the forefront. Studies suggest innovative services and technological advancements significantly enhance
customer loyalty (Harazneh et al., 2020) as they tailor services to meet evolving customer needs and
preferences.

Moreover, the relationship between brand image and customer loyalty has been extensively researched. A
strong, positive brand image fosters trust, enhancing customer loyalty in the telecom sector (Karunaratna &
Kumara, 2021). As a mediator, trust has been identified as an essential component that influences the
relationship between perceived service quality, value, and customer loyalty (Awuku et al., 2023)

In conclusion, the literature substantiates that customer loyalty in the telecommunication industry is
multifaceted, influenced by service quality, pricing, innovation, brand image, and trust, among other factors.
These elements influence customer perceptions, satisfaction, and loyalty towards a telecom service provider.
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Service Quality

Service quality has been identified as a critical determinant of customer satisfaction and loyalty in the
telecommunications sector. The SERVQUAL model emphasises the significance of tangibles, reliability,
responsiveness, assurance, and empathy in evaluating service quality (Parasuraman et al., 1993). Numerous
studies have applied this model to telecommunications, demonstrating a strong correlation between
perceived service quality and customer satisfaction (Torrdo & Teixeira, 2023).

In telecommunications, technological advancements continually reshape service quality parameters.
Network reliability, coverage, and speed influence customer perceptions of service quality (Abd-Elrahman,
2019). Moreover, customer support and after-sales services have been spotlighted as essential facets of
service quality that significantly impact customer loyalty and retention (Abd-Elrahman, 2023).

The dynamism and competitiveness inherent in the telecommunications industry necessitate an ongoing
commitment to enhancing service quality. Research indicates that this facilitates cultivating positive
customer relationships, loyalty, and sustained market success (lloka et al., 2022; Nyan et al., 2020; Talukdar
& Chowdhury, 2020).

Pricing

Pricing strategies in the telecommunication industry have evolved dramatically in response to market
developments, regulatory shifts, and technological advancements. Early research emphasises the role of
pricing as a tool for gaining competitive advantage and market positioning (Luo, 2023). Traditional pricing
models, however, have been disrupted by the advent of innovative services, bundled offerings, and a move
towards more customer-centric approaches (Pristiwantiyasih & Setyawan, 2020).

Recent studies have delved into the impact of pricing on customer behaviour and loyalty. Consumers often
weigh the value derived from the service against the price paid, affecting their satisfaction and retention
decisions (de Bijl & Peitz, 2021). Price fairness also emerges as a pivotal concept, influencing customers’
perceived value and relationship with service providers (Samarakoon et al., 2021).

In conclusion, the literature suggests that pricing strategies in telecommunications should not merely focus
on cost-competitiveness but also consider customer perceptions of value and fairness to foster loyalty and
satisfaction.

Customer Service

Customer service has emerged as a pivotal aspect influencing customer satisfaction and loyalty in the
telecommunication industry. Contemporary literature underscores its significance, often correlating
exceptional customer service with enhanced customer retention and loyalty (Abd-Elrahman, 2023; Vu et
al., 2021). Customer service encompasses various facets, including the efficiency of service delivery,
responsiveness to customer inquiries and complaints, and the ability to provide effective solutions to
customer problems.

Studies indicate that in the telecommunication sector, where technological complexities often bewilder
customers, effective customer service becomes imperative (Bahri-Ammari & Bilgihan, 2019). The
accessibility of support, clarity of communication, and promptness in issue resolution are key determinants
of customer satisfaction (Abd-Elrahman, 2023). Furthermore, empathy in customer service interactions has
also been highlighted as vital in fostering a positive customer relationship and enhancing loyalty (Khan,
2019).

The literature suggests that customer service excellence is crucial for telecommunication providers to
maintain customer satisfaction and loyalty amid the industry’s technological intricacies and competitive
pressures.
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Innovative offerings

Innovation in service offerings is a prevailing theme in the telecommunication industry’s literature, closely
tied to customer satisfaction, retention, and competitive advantage. Telecommunication companies are
continually urged to introduce innovative services to meet consumers’ evolving needs and preferences
(Mishachandar & Kumar, 2018). Innovations such as enhanced data services, mobile applications, and
value-added services have been highlighted as essential in maintaining customer interest and loyalty
(Nguyen et al., 2023).

Recent studies emphasise that innovative offerings should extend beyond technological aspects, including
customer service, pricing models, and overall customer experience (Poulose et al., 2018). Companies that
have embraced innovation holistically tend to display enhanced customer loyalty and market performance
(Poulose et al., 2018).

In conclusion, the literature suggests that continuous innovation in service offerings is crucial for
telecommunication companies to remain competitive, meet customer expectations, and foster customer
loyalty in a dynamic market environment.

Customer Satisfaction

Customer satisfaction has perennially been acknowledged as a core determinant of customer loyalty in
various industries, including telecommunications. Several literatures delineate the role of customer
satisfaction as a mediator in the relationship between various factors such as service quality, pricing,
customer service, innovative offerings, and customer loyalty (Abdullah et al., 2022; Lema, 2021)

Service quality has been profoundly explored, with findings highlighting its influential role in cultivating
customer satisfaction and loyalty. A study by (Hajar et al., 2022)asserts that enhanced service quality
attributes, such as network reliability and customer support, significantly bolster customer satisfaction
levels, serving as a conduit to foster customer loyalty within the telecommunications domain.

Pricing, too, has been scrutinised within the extant literature. Research elucidates that rational pricing
strategies tend to augment customer satisfaction, acting as a catalyst in propelling customer loyalty.
Customers often juxtapose price against the perceived value of services, making pricing a pivotal aspect in
driving satisfaction and loyalty (Vu et al., 2021).

In customer service, scholarly discourse accentuates its indispensable role in enriching customer
satisfaction. Exceptional customer service fosters an environment where customers feel valued and
appreciated, enhancing satisfaction and loyalty (Lukitasari, 2020). Effective problem resolution and
empathetic customer interactions are quintessential components of superior customer service that directly
influence satisfaction and loyalty trajectories (Parasuraman et al., 1993).

Service offerings’ innovation is a significant precursor to customer satisfaction and loyalty. The literature
suggests that telecommunications companies that perennially innovate their service offerings foster
enhanced customer satisfaction, paving the way for robust customer loyalty (Harazneh et al., 2020). Such
innovations, ranging from technological advancements to novel customer service approaches, reverberate
with customers’ evolving needs, bolstering satisfaction and cultivating loyalty.

Synthesising these various strands of scholarly discourse, it becomes evident that customer satisfaction
mediates the relationship between multiple facets, such as service quality, pricing strategies, customer
service excellence, innovative offerings, and customer loyalty in the telecommunications industry. Through
the lens of satisfaction, these aspects intertwine to craft a customer experience quintessential to driving
loyalty, ensuring the sustainable success of telecommunication service providers in a fiercely competitive
arena.
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Methodology

This study is based on telecommunication subscribers in Malaysia. A quantitative method is adopted,
involving the participation of 300 respondents selected through the judgmental sampling technique. In this
method, units believed to be the most representative of the population are deliberately chosen, relying on
subjective judgement (Thakur, 2021). Adopting this approach aligns with the research goal of achieving
theory generalisation in a context where a complete sampling frame is unavailable. Questionnaires are
shared via Facebook Messenger, WhatsApp groups, and LinkedIn and distributed through known email
addresses. Utilising electronic surveys allows for the maximisation of reach and participation due to
widespread technological attachment, like mobile phones and computer devices, while also minimising
effort and cost.

Variables Measurement

Instruments are currently fitted to align with the research topic. Academic experts will evaluate the
questionnaire to ensure content validity before the main data collection phase. Variables are measured using
multi-item scales from previous studies, and responses are gauged on a seven-point Likert-type scale for all
measures.

Data Analysis

SmartPLS is utilised to test the study’s conceptual model. It encompasses various facets such as reliability,
validity, and overall model fitness of the constructs within the measurement model. In contrast, the structural
model is concerned with hypothesis testing.

Measurement items

Service Quality

1. 1 believe that the network coverage of this telecommunication service is extensive and reliable.
2. | feel that the telecommunication services provided are consistently of high quality.
3. | think that the telecommunication service provides good value for money.

Pricing

1. | find the pricing of the telecommunication services to be reasonable and competitive.
2. The pricing plans are flexible and cater to different customer needs.
3. | believe the promotions and discounts the telecommunication service offers are valuable.

Customer Service

1. | am satisfied with the responsiveness of the customer service team.
2. | feel that the customer service team is knowledgeable and competent.
3. | believe that the customer service team handles queries and complaints effectively.

Innovative Offerings

1. | find the services this telecommunication company offers to be innovative and up-to-date.
2. The telecommunication service frequently updates its offerings to meet customer needs.
3. The variety of services and features is wide and caters to different preferences.

Customer Satisfaction

1. lam overall satisfied with the telecommunication services received.
2. l'would recommend this telecommunication service to others based on my satisfaction.
3. I find the overall experience with the telecommunication service to be gratifying.

Customer Loyalty
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1. lintend to continue using the telecommunication services from this provider in the future.
2. | consider myself loyal to this telecommunication service provider.
3. | prefer this telecommunication service over competitors even if the prices are similar.

Underpinning Theory

The relationships between various factors like Service Quality, Pricing, Customer Service, and Innovative
Offerings towards the dependent variable, Customer Loyalty, in the telecommunication industry can be
profoundly explained through the lens of Expectancy Confirmation Theory (ECT) and the Service Quality
Model (SERVQUAL). Service Quality directly impacts Customer Loyalty by meeting or exceeding
customer expectations, creating a satisfactory customer experience that fosters loyalty (Mandari & Koloseni,
2022). Per the Price Fairness Perception theory, pricing is critical in customers’ perceived value. It directly
influences their loyalty to a telecom service provider (Yen et al., 2013). Customer Service is pivotal in
enhancing the customer’s experience. According to the Theory of Reasoned Action (TRA), satisfied
customers, due to excellent customer service, are more likely to be loyal (Fishbein & Ajzen, 1975).
Innovative Offerings, rooted in the Innovation Diffusion Theory (IDT), suggest that customers tend to be
more loyal to innovative services that cater to their evolving needs (Yuen et al., 2021).

Customer Satisfaction is a mediator in these relationships, grounded in the Customer Satisfaction-Loyalty
Theory. Satisfaction, influenced by various facets like service quality, pricing, customer service, and
innovative offerings, is a precursor to customer loyalty, fortifying the relationships and enhancing
predictability and understanding of customer loyalty (Al-Rahmi et al., 2021).

Expected Outcome

This research anticipates uncovering detailed insights that enhance understanding of determinants
influencing customer loyalty within the Malaysian telecommunication industry. The comprehensive
examination of variables such as Service Quality, Pricing, Customer Service, and Innovative Offerings,
coupled with the mediating role of Customer Satisfaction, aims to elucidate their impact on customer loyalty,
thereby validating or refining existing theoretical frameworks. Through the study’s findings, focal areas
necessitating improvement in telecommunication services are expected to be highlighted, offering
actionable insights that can guide telecom companies in elevating their service offerings and customer
experience strategies. Furthermore, the research aspires to delve deeply into the intricacies of customer
satisfaction, unveiling its pivotal role as a mediator in the relationship between diverse variables and
customer loyalty. The culmination of the study is anticipated to result in strategic recommendations,
enabling telecom service providers to fortify their customer loyalty strategies by enhancing service quality
and creating innovative and competitively priced service offerings. Consequently, the research aims to
contribute significantly to academic literature and practical knowledge, fostering improved strategies and
practices within the telecommunication industry for augmented customer satisfaction and loyalty.

References:

Abd-Elrahman. (2019). A Review Of Telecommunications Service Quality Dimensions. Proceedings on
Engineering Sciences. https://doi.org/10.24874/PES01.02.052

Abd-Elrahman, A. E. H. (2023). Telecommunications service quality, customer satisfaction and customer
loyalty in pandemic times. Management Research Review. https://doi.org/10.1108/MRR-08-2021-
0595

Abdullah, N. N., Prabhu, M., & Othman, M. B. (2022). Analysing driving factors of customer satisfaction
among telecommunication service providers in Kurdistan region. International Journal of
Engineering Business Management. https://doi.org/10.1177/18479790221111436

ABRN).



Journal of Postgraduate Current Business Research (JPCBR)
e-ISSN 2504 — 8449 Vol. 8 No. 1 (2023)

Al-Rahmi, W. M., Yahaya, N., Alamri, M. M., Alyoussef, I. Y., Al-Rahmi, A. M., & Kamin, Y. Bin. (2021).
Integrating innovation diffusion theory with technology acceptance model: supporting students’
attitude towards using a massive open online courses (MOOCs) systems. Interactive Learning
Environments. https://doi.org/10.1080/10494820.2019.1629599

Almahadeen, S. A. K., & Al-Manasrah, E. A. (2022). The Role of Electronic Customers Relationship
Management in Enhancing Customer Loyalty at Jordanian Telecommunication Industry. WSEAS
Transactions on Business and Economics. https://doi.org/10.37394/23207.2022.19.131

Awuku, E., Agyei, P. M., & Gonu, E. (2023). Service innovation practices and customer loyalty in the
telecommunication industry. PLoS ONE. https://doi.org/10.1371/journal.pone.0282588

Bahri-Ammari, N., & Bilgihan, A. (2019). Customer retention to mobile telecommunication service
providers: the roles of perceived justice and customer loyalty program. International Journal of
Mobile Communications. https://doi.org/10.1504/1JMC.2019.096518

de Bijl, P. W. J., & Peitz, M. (2021). New Competition in Telecommunications Markets: Regulatory Pricing
Principles. SSRN Electronic Journal. https://doi.org/10.2139/ssrn.305364

Hajar, M. A., Alkahtani, A. A., Ibrahim, D. N., Al-Sharafi, M. A., Alkawsi, G., lahad, N. A., Darun, M. R.,
& Tiong, S. K. (2022). The Effect of Value Innovation in the Superior Performance and Sustainable
Growth of Telecommunications Sector: Mediation Effect of Customer Satisfaction and Loyalty.
Sustainability (Switzerland). https://doi.org/10.3390/su14106342

Harazneh, 1., Adaileh, M. J., Thbeitat, A., Afaneh, S., Khanfar, S., Harasis, A. A., & Elrehail, H. (2020).
The impact of quality of services and satisfaction on customer loyalty: The moderate role of switching
costs. Management Science Letters. https://doi.org/10.5267/j.msl.2019.12.034

Hoe, L. W., Siew, L. W., & Fai, L. K. (2019). Performance analysis on telecommunication companies in
Malaysia with TOPSIS model. Indonesian Journal of Electrical Engineering and Computer Science.
https://doi.org/10.11591/ijeecs.v13.i2.pp744-751

Iloka, C. B., Eze, J. O., & Anukwe, G. I. (2022). Tangibility and Consumers’ Perception of
Telecommunication Service Quality. Turkish Journal of Physiotherapy and Rehabilitation.

Kanapathipillai, K. (2020). A Conceptual Understanding Of The Impact Of Employee Training Programs
On Job Performance And Job Satisfaction In The Telecommunication Companies In Malaysia.
European Journal of Human Resource Management Studies.
https://doi.org/10.46827/ejhrms.v4i3.887

Karunaratna, A. C., & Kumara, P. A. P. S. (2021). Determinants of Customer Loyalty in the Mobile
Telecommunications Sector. Sri Lanka Journal of Management Studies.
https://doi.org/10.4038/sljms.v3i2.75

Khan, Y. (2019). Factors affecting Service Quality, Customer Satisfaction and Customer Churn in Pakistan
Telecommunication Services Market. Journal Of Mechanics Of Continua And Mathematical
Sciences. https://doi.org/10.26782/jmcms.2019.08.00048

Lema, G. G. (2021). Telecommunication customer satisfaction using self-organised network-based heuristic
algorithm. International Journal of Communication Systems. https://doi.org/10.1002/dac.4421

Lukitasari, S. D. (2020). Service Innovation for Customer Satisfaction of Telecommunication Companies.
ITEJ (Information Technology Engineering Journals). https://doi.org/10.24235/itej.v5i1.39

Luo, Y. (2023). Bundling and nonlinear pricing in telecommunications. RAND Journal of Economics.
https://doi.org/10.1111/1756-2171.12437

Mandari, H., & Koloseni, D. (2022). Examining the Antecedents of Continuance Usage of Mobile

ABRN).



Journal of Postgraduate Current Business Research (JPCBR)
e-ISSN 2504 — 8449 Vol. 8 No. 1 (2023)

Government  Services in Tanzania. International Journal of Public Administration.
https://doi.org/10.1080/01900692.2021.1945622

Mishachandar, B., & Kumar, K. A. (2018). Predicting customer churn using targeted proactive retention.
International Journal of Engineering and Technology(UAE).
https://doi.org/10.14419/ijet.v7i2.27.10180

Nguyen, P. H., Nguyen, T. L., Wang, C. N., Vu, M. D., Thi Nguyen, L. A., Pham, H. A., Thi Pham, M. A.,
& Le, H. Q. (2023). Linking investment decisions-based on firm performance and open innovation
practices in Vietnam’s wire and cable market using data envelopment analysis models. Journal of
Open Innovation: Technology, Market, and Complexity. https://doi.org/10.1016/j.joitmc.2023.100080

Nyan, L. M., Rockson, S. B., & Addo, P. K. (2020). The Mediation Effect of Customer Satisfaction on the
Relationship Between Service Quality and Customer Loyalty. Journal of Management and Strategy.
https://doi.org/10.5430/jms.v11n3p13

Parasuraman, A., Berry, L. L., & Zeithaml, V. A. (1993). More on improving service quality measurement.
Journal of Retailing, 69(1), 140-147. https://doi.org/10.1016/S0022-4359(05)80007-7

Poulose, J., Sharma, V., & Joseph, S. (2018). Determinants of consumer retention strategies for telecom
service industry in Central India. Problems and Perspectives in Management.
https://doi.org/10.21511/ppm.16(2).2018.28

Pristiwantiyasih, P., & Setyawan, M. A. (2020). The Importance Of Investment Decisions Using Capital
Asset Pricing Model (CAPM) In Stock Sector Telecommunication. Media Mahardhika.
https://doi.org/10.29062/mahardika.v18i3.177

Samarakoon, S. M. A. K., Dahanayake, P., & Karunarathne, A. (2021). Service quality and customer loyalty
in the telecommunication industry in Sri Lanka: The mediating role of perceived value. Journal of
Business and Technology.

Talukdar, A., & Chowdhury, M. K. (2020). Customer Relationship Management Practices and Service
Quality of Telecommunication Service Providers: A Review of the Indian Telecommunication Sector.
European Journal of Molecular & Clinical Medicine.

Thakur, H. K. (2021). Research Methodology in Social Sciences Research Design. Covette Press.

Torrdo, J., & Teixeira, S. (2023). The Antecedents of Customer Satisfaction in the Portuguese
Telecommunications Sector. Sustainability (Switzerland). https://doi.org/10.3390/su15032778

Vu, N. H., Pham, H. Van, & Nguyen, H. T. H. (2021). Exploring service quality, customer satisfaction, and
customer loyalty in Vietnam’s telecommunications industry. International Journal of Advanced and
Applied Sciences. https://doi.org/10.21833/ijaas.2021.01.001

Yen, C., Hsu, M. H., & Chang, C. M. (2013). Exploring the online bidder’s repurchase intention: A cost and
benefit perspective. Information Systems and E-Business Management.
https://doi.org/10.1007/s10257-012-0201-0

Yuen, K. F., Cai, L., Qi, G., & Wang, X. (2021). Factors influencing autonomous vehicle adoption: an
application of the technology acceptance model and innovation diffusion theory. Technology Analysis
and Strategic Management. https://doi.org/10.1080/09537325.2020.1826423

ABRN).



