Mobile Phone Service Quality and Its Impact on Customer Satisfaction and Loyalty


ABSTRACT

Mobile phone service providers in Malaysia are increasingly facing difficulties in protecting or enhancing market shares in a marketplace where customers are becoming more demanding and competitions are intensifying.  Long-term success therefore relies on the ability of service providers to acquire and retain customers.  According to marketing literature, this can be achieved by providing customers with excellent service quality.  This study examines the validity of this view with regard to mobile phone services in the Klang Valley.  It accomplishes so by studying the impact of service quality on customer satisfaction and loyalty (retention and acquirement).  Specifically, the contention examined is that higher levels of service quality leads to customer satisfaction, which then leads to willingness to continue subscription (retention) and willingness to recommend service (acquirement).  The assumption thereon is that both these desired outcomes are likely to be key factors that help service providers acquire and sustain competitive advantage, resulting in increased market share and profitability.

In order to examine the contention, a research framework was constructed based on literature review in the relevant fields of study.  This resulted in the construction of a conceptual model and questionnaire to examine the levels of service quality and desired outcomes.  The questionnaire was distributed to mobile phone users in the Klang Valley via the email and intercept-mall methods.  Findings from the survey supported the contention made about the relationship between service quality and the desired outcomes, i.e. service quality has a direct impact on customer satisfaction that leads to customer retention and acquirement.  In addition, there was also evidence of switching cost mediating between satisfaction and willingness to continue subscription.  Hence, the implication from this study is that service providers can increase market share and profitability in a competitive environment by providing customers with better service quality. 

INTRODUCTION 

The mobile phone market is the largest consumer electronics segment ever: nearly as many of these devices are in use as TV sets and personal computers combined  (PricewaterhouseCoopers, 2001).  Its growth over the last decade has been considered to be “one of the tremendous success stories of the telecommunications industry” (OECD, 2001).  According to Gartner Dataquest, the world had 474 million mobile subscribers in 2000, up from 308 million at the end of 1998, an increase of more than 55 percent (PricewaterhouseCoopers, 2001).  With such a phenomenal subscriber and network base in 169 countries, it is not surprising that the mobile phone service network
 has “a wider global presence than McDonald’s” (Dettmer, 2001).  

In 2000, Japan reported more mobile than fixed-line telephone subscribers, a pattern that was likely to be repeated quickly in other countries.  Malaysia is no exception.  In recent years, mobile phones have become increasingly popular in Malaysia.  Despite being a late starter compared to other developed countries like Japan, the Malaysian mobile phone market is booming.  According to the Malaysian Communications and Multimedia Commission (MCMC, 2001a) statistics at the end of 2000, the total subscribers have tripled over the last three years with a 22% penetration level (5.1 million subscribers), surpassing the penetration level of 19.9% for fixed-line.  Although this penetration level is roughly a third of neighbouring countries like Singapore and Hong Kong and expected to grow beyond 50% in the next three to five years by industry experts (InsiderAsia, 2001), the marketplace is already witnessing the problem of “congestion” – not just in the usual sense of customer base outgrowing the existing network capacity but the emergence of more intense competition among service providers (Sidhu, 2000).  

This “congestion” problem can be viewed from two perspectives: service providers and customers.  From the perspective of existing five active service providers
, there appears be intense competition among them (Singh, 2000).  This was confirmed by several industry experts in a special report on mobile phone services in Malaysia (Sidhu, 2000: p.1), e.g. “We have seen stiff competition in the mobile phone sector in the country the last two years and we expect the momentum to continue,” said Celcom group executive vice president Bistaman Ramli.  As competition intensifies, the capital outlay to maintain or market share outweighs the revenue growth from increasing subscriber base.  Thus, it is not surprising that to date only two out of five service providers have broken even – prompting industry experts to suggest that “mobile future will only favours operators with deep pockets” to sustain growth (InsiderAsia, 2001).

From customers’ perspective, the problem of “congestion” has resulted in public complaints like “dropped calls, congested networks, poor voice clarity, delayed messaging, bad reception and irregular building” appearing regularly in the mass media (e.g. Annuar, 2001; Bernama, 2001; InsiderAsia, 2001; Jessey, 2001; Lim, 2001; Sharif, 2001; Sidhu, 2001).  This prompted the Minister of Energy, Communications and Multimedia, Datuk Leo Moggie to condemn the service providers as “the country’s subscriber base has in fact already exceeded existing infrastructure capacity” (InsiderAsia, 2001).  However, improving infrastructure capacity could require heavy capital investment, thus revisiting the problem faced by service providers as highlighted earlier.

So, in this environment where competitions are intensifying and customers are becoming more demanding, service providers need to find successful marketing solutions to protect or enhance market share.  There is growing evidence in the marketing literature to suggest that this can be gained by adopting a service quality (SQ)-driven marketing strategy.  This concept is based on the need to adopt a consumer-oriented approach that involves satisfying customers for behavioural outcomes like ‘willingness to continue subscription’ or ‘willingness to recommend’.  It is argued that service providers investing exorbitantly to provide better quality through network expansion might not necessarily satisfy and retain customers without prior understanding of customers’ needs and underlying problems.  Service providers need to realise that technology is not an end in itself because the value lies in the ability to meet some well-defined customer requirements (Dettmer, 2001).  In the end, it is not what these providers do to the service product but what they do to the minds of the consumers that matter (Ries & Trout, 2000).  If customer perceives a high level of SQ, he or she is likely to develop a strong tie with the service provider through repeat purchases, thus increasing market share and improving financial performance (Buzzel & Gale, 1987).  Furthermore, there are evidences to show that excellent SQ can lead to customer satisfaction, which leads to desirable behavioural and attitudinal (loyalty) outcomes, resulting in increased profitability (e.g. Hauser & Clausing, 1988; Lovelock et al, 1996; Reichheld & Sasser, 1990; Rust & Oliver, 1994; Zeithaml et al, 1990; 1996).  SQ is also thought to be important as it enables service providers to differentiate in a way that is difficult to emulate, thus sustaining long-term competitive advantage (Lovelock et al, 1996).

Despite growing evidence of the benefits associated with pursuing a SQ-driven marketing approach, as far as mobile phone service worldwide is concerned, most studies to date seem to concentrate on fixed-line telecommunication (Kuusela & Notkola, 1999).  Since behavioural and usage patterns of mobile phone is shown to vary greatly from those in fixed-line services (ACA, 1999), more contemporary studies are needed to provide insights into what is important that customers place on certain determinants of SQ and how satisfied they are with current services, before service providers can implement successful marketing strategies that results in sustainable competitive advantage.

Besides the interests of service providers, independent studies on mobile SQ is viewed as necessary by MCMC to allow the public to compare the quality of various providers (Bernama, 2001).  For this purpose, MCMC commissioned Taylor Nelson Sofres (TNS) to carry out Malaysia’s first mobile phone consumer satisfaction survey from February to April 2001 (MCMC, 2001b).  However, the survey was subjected to many criticisms (Sidhu, 2001) and the items measured were insufficient to formulate marketing strategies that result in customer satisfaction and loyalty.

This leads to the aim of this study: To examine the contention that higher levels of SQ lead to customer satisfaction, which then lead to willingness to continue subscription  (customer retention) and willingness to recommend (customer acquirement).  The assumption thereon is that SQ outcomes
 like customer satisfaction and loyalty are likely to be a key factor in helping mobile service providers acquire and sustain competitive advantage resulting in increased market share and profitability.  The task of verifying such assumption, however, is beyond the scope of this study.  Here, the research objectives are restricted to and governed by the enquiry into the validity of the central proposition as specified as follows:

· to develop an appropriate research framework to model and measure SQ determinants and outcomes;

· to assess the levels of SQ and outcomes among mobile phone users in the Klang Valley;

· to determine the nature and extent of the relationship between SQ, customer satisfaction and loyalty – and also the mediating role of switching costs in this relationship.

An appropriate research framework needs to be developed because of evidence from literatures suggesting that there is no single approach to model and measure SQ due to inherent problems and limitations – highlighting the need to vary measurement instruments across different service contexts (Ennew & Smith, 2001), in this case mobile phone SQ in the Klang Valley.  The study is limited to Klang Valley because of the measurement instrument used (questionnaire survey) would require considerable amount of manpower, costs and time for data collection that cover the entire nation.  Besides, since Klang Valley has the highest penetration level it can be assumed that all service providers would have the best network coverage to target this area, thus provide an even “playing field” for all service providers to be assessed fairly by household consumers.  It is also worth noting that this study focuses on the levels of SQ perceived by household consumers, and not business consumers e.g. organisations.  

With these objectives and boundaries in mind, the study proceeds by reviewing the literature in the relevant fields of study.  Firstly in chapter 2, the principal work in the development of the SQ construct is examined.  Emphasis in this review is on the most influential attempts to model and measure SQ, particularly related to the context of mobile phone services.  Building on the theoretical and empirical insights from these reviews, a research framework is then developed in chapter 3.  This begins with a brief description and justification on the approach and methodology used in the research before detailing the development and implementation of a conceptual model of SQ designed only for this study.  The data analysis and results are presented in chapter 4.  Here, the main findings are first presented and discussed in terms of the levels of SQ elements and outcomes.  Subsequently, the findings from statistical analysis to determine the nature of the relationship between these two groups of variables are presented.  The implications of the research findings are then discussed.  These not only relate to the nature of the relationship between SQ elements and outcomes, but also wider marketing implications for mobile service providers to acquire and retain customers.  The concluding chapter marks the end of this research, summarising the impetus, methodology and implications of this study.  In addition, limitations of the research study are highlighted and further areas of research are mentioned.
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� Mobile phone network services refer to the public mobile telecommunication services provided by carriers via mobile base stations and/or satellites to mobile handsets (ACA, 1999).  


� There are currently five active service providers in Malaysia: Telekom Malaysia Berhad, (operator of TM Touch 013), Maxis Communications Berhad (012), TimeCel Berhad (017), DiGi.Com Berhad (016) and Cellular Communications Network (M) Sdn Bhd (Celcom 010 and 019).


� From here on, customer satisfaction and loyalty shall be generally referred to as ‘SQ outcomes’.  
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