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ABSTRACT 

This research was triggered by the interest to inquire what drives 

customer loyalty amongst users of telecommunication services in the 

wake of hyper growth in this industry. Students in higher education 

institutions are heavy users and understanding their loyalty inclination 

would give some idea to understand their future needs. These needs keep 

changing and providing quality services with view to achieving 

satisfaction to maintain customer loyalty is the key to sustain profitability. 

The main aim of this study was to determine and evaluate the mediating 

effect of customer satisfaction between service quality and customer 

loyalty relationship in the telecommunication industry amongst students 

in Malaysia. To analyze the relationships among customer satisfaction, 

service quality and customer loyalty, quantitative methods applying 

deductive approaches involving the SEM analysis was adopted. The 

implementation of research framework designed was also subjected to 

partial least square procedure on data collected from a survey that yielded 

114 usable questionnaires. Four hypothesis were postulated in relevance 

to the relationship among key variables with literature review support 
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and tests revealed that all hypothesis is not rejected. The study revealed 

that service quality directly influences customer loyalty strongly and 

positively. Further analysis also showed that customer satisfaction 

partially mediates the relationship between service quality and customer 

loyalty. In future more research needs to be done to investigate the role of 

customer satisfaction amongst student population of the Malaysian 

telecommunication industry. Future research should utilize experimental 

design with longitudinal data in this population via vigorous measures 

on factors affecting customer loyalty as this will give better insights to 

telecommunication companies to better serve their future market with the 

view towards retaining customers.  

Keywords: service quality, customer satisfaction, mediating effects, 

customer loyalty 

INTRODUCTION 

Customer loyalty is a platform that provides a base for customers and 

organizations implementing it to be mutually beneficial. Malaysia’s 

telecommunication industry has undergone many changes in the past few 

years. The Malaysian telecommunications industry has seen revenue 

growth of 4% (about Ringgit Malaysia 62 billion) due to increased demand 

for communications and multimedia products and services in 2015 

(Malaysian Communications and Multimedia Commission, 2016). 

Furthermore, Malaysia was ranked 24th in providing a strong and wide-

ranging telecommunications network to enable rapid flow of information, 

to support increasing overall economic efficiency and thereby helping 

businesses to conduct communication and effect decisions with greater 

reliability and speed (Schwab, 2017). In the year 2008, the Malaysian 

telecommunication industry went through a massive restructuring, 

whereby it allowed customer to use the same mobile phone number, but 

can switch between different telecommunication service providers 

(Zainudin & Kamaruzaman, 2009). This created a stir, and pushed all the 

organization in the telecommunication industry to focus more towards 

developing customer loyalty, to retain their customer and to gain newer 
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customers. Telecommunication is a service industry and customer is the 

core for its sustainability, and customer loyalty is a key to improve their 

business. With increased competition and restriction in business process, 

customer loyalty has become the core competence for the 

telecommunication industry. To compete in such overcrowded and 

interactive marketplace, telecommunication organizations are forced to 

look beyond the marketing strategy, which are no longer enough to be 

implemented for achieving competitive advantage. Therefore, customer 

retention using loyalty build-up has become an alternative means for 

organizations to develop strong, ongoing associations with their 

customers. Customer loyalty is one of the main influential factors that 

most of the telecommunication organizations use to improve its standing 

in the competitive market, unlike the traditional approach, that focuses 

only on gathering new customer. Customer loyalty provides the 

foundation of a telecommunication organization’s sustained competitive 

edge. Developing and increasing loyalty is a crucial factor in 

telecommunication organization’s growth and performance (Reichheld, 

1996; Lee & Cunningham, 2001). What a customer perceives, affects their 

judgment and later customer satisfaction and customer loyalty. It is an 

industry-wide belief that the best core marketing strategy for the future is 

to try to retain existing customers by increasing customer's loyalty and 

value (Kim, Park & Jeong, 2004). Customer loyalty is the core of most 

organization that has customer in the center of the business process. In 

Malaysia, many telecommunication firms have implemented customer 

loyalty programs, but the loyalty level towards the organizations tends to 

be quite non-optimistic.  

LITERATURE REVIEW 

Underpinning Theory 

Oliver (1977) and Oliver (1980) proposed Expectation Disconfirmation 

Theory which suggested that individuals foresee there will be a certain 

level of service when they involve in a purchase transaction. Customer 

when get into actual service, they will have a firm perception regarding 
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the service performance that they are encountering. There will be certain 

amount of positive and negative disconfirmation degree that start to 

develop when pre and post buying anticipations are assessed which in 

turn will have influence on overall customer satisfaction. When the 

service performance is above the service expectation, positive 

disconfirmation will occur and this will lead to greater satisfaction. 

Conversely, when the service performance is below the service 

expectation negative disconfirmation will take place and this will produce 

lower customer satisfaction. This theory is very much well known in the 

marketing field. Oliver & Swan (1989) improved the original theory of 

expectancy disconfirmation by including performance, affect and equity 

as the factors to determine customer satisfaction and repurchase intention. 

Disconfirmation is the extent to which performance exceeds, equals, or 

become short of an individual’s expectations which will produce positive, 

zero, and negative disconfirmation, respectively (Oliver & Swan, 1989). 

Previous research has identified that it is necessary for each performance 

dimension to have equivalent individual judgments of disconfirmation. 

Customer loyalty 

It was defined by Oliver (1997, p.392) as “deeply held commitment to 

rebury or patronize a preferred product or service consistently in the 

future, thereby causing repetitive same brand or same brand-set 

purchasing, despite situational influences and marketing efforts having 

the potential to cause switching behavior”. As building new customer 

base can be costly, it is more cost effective to nurture a long term 

relationship with present customers in order to build loyalty and 

encourage to increase spending on current and future new products as 

well as to recommend product to others (Genoveva, 2015). Customer 

loyalty is thought to be the final goal that a firm applies various factors to 

build long-term mutual relationship with customers. It is a fact that 

companies with higher customer loyalty rates have higher profitability, 

also loyalty creates lots of cost and revenue advantages throughout the 

value chain that accumulate into a big impact on growth and profits 

(Reichheld, 2003). "Retention," says Reichheld, “is one benefit of building 
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loyalty, but retention does not necessarily imply loyalty”. Customers may 

be trapped in a long-term contract, or have high switching costs. They are 

with the telecommunication organization because they have no options. 

That is not loyalty. Similarly, some customers do not buy from the 

telecommunication organization, because they have no current need for 

the products or services, but they fully intend to buy from the 

telecommunication organization again when they need to. That is 

customer loyalty.  

“Customer loyalty has been generally divided into attitudinal loyalty and 

behavioral” (Aydin & Ozer, 2005). Attitudinal loyalty describes 

customer’s attitude toward loyalty by measuring customer preference, 

buying intention, supplier prioritization and recommendation 

willingness; on the other hand, behavioral loyalty relates to shares of 

purchase, purchasing frequency. There are evidences suggesting that 

stronger relationship commitment leads to buyers’ repeat patronage. 

Wulf, Odekerken-schroder and Iacobucci (2001) defined the construct of 

behavioral loyalty as a composite measure based on a consumer’s 

purchasing frequency and amount spent at a retailer compared with the 

amount spent at other retailers from whom the consumer buys. Morgan 

& Hunt (1994) found significant relationships between the level of a 

buyer’s relationship commitment and his acquiescence, propensity to 

leave, and cooperation, all of which can be regarded as behavioral 

outcomes of relationships. Taylor, Celuch & Goodwin (2004) identified 

satisfaction, service quality and value, resistance to change, brand affect, 

trust, and brand equity as predictors of customers’ perceptions of loyalty 

using structural equation analysis; the researchers identified customer 

loyalty as a function of both behavioral and attitudinal loyalty. White & 

Schneider (2000) took this approach in response to a valid proposition and 

supportive findings that were made. Baloglu (2002) also incorporated 

attitudinal and behavioral loyalty into customer loyalty dimensions. His 

reasoning was conceptual and practical. Studies have demonstrated that 

customer loyalty is a multi-dimensional concept and that it involves both 

behavioral and attitudinal elements. Another finding by Taylor, Celuch & 
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Goodwin (2004) served as a major reference in measuring customer 

loyalty.  

Service Quality  

Customers subjectively perceive the quality of a service during the 

interactions with a firm (Gronroos, 2000). Parasuraman, Zeithaml, and 

Berry (1988) defined service quality as the consumers’ judgment about a 

firm’s overall excellence or superiority. What happens and perceived by 

customers in the interaction process will obviously have critical impacts 

on customers’ evaluation of service quality (Gronroos, 2000). Zeithaml 

(1988) defined quality to be “The consumer’s judgment about an entity’s 

overall excellence or superiority.” Antony, Antony & Ghosh (2004) 

believed service quality to be so intangible that objective measurement is 

impossible. To improve service quality, increase relationship marketing 

and the overall loyalty of guest patronization, it will be important to 

narrow the gap between appearances and perceptions. In order to 

alleviate this deficiency, it is vital to consider both functional and technical 

quality as they both impact overall service quality in telecommunication. 

Quality in telecommunication industry is a requirement satisfaction of 

customer, if the Telco firm is able to satisfy and exceed the requirement of 

the customers. Then it is achieving quality. Many factors like Total Quality 

Management and other measurement tools are impossible to use, since it 

is not a production industry. Quality is the most important factor 

underlying the long-term success for not only products and services, but 

also the survival of the telecommunications organization itself. 

Everybody in the management is talking about improving quality as the 

main weapon to help the telecommunication organization to survive in 

difficult times. However, it is not quality per se, but customers’ perception 

of quality that drive preferences and consequently satisfaction, loyalty, 

sales, and profitability (Zeithaml, 1988). Perceived quality is the overall 

subjective judgment of quality relative to the expectation of quality. These 

expectations are based on one’s own and others’ experiences, plus various 

other sources including brand reputation, price, and advertising (Bloemer 
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& Kasper, 1995).  Thus, it is not necessary to use or examine a product to 

form the perception of its quality.  

Due to the peculiar attributes of service, the evaluation of service quality 

is more complex than evaluation of product quality. There have been 

various ways for measurements of service quality proposed by previous 

researches and literatures. The famous measurement model of service 

quality is SERVQUAL developed by Parasuraman et al. (1988), who 

measured the differences between customer expectations and perceptions 

cross five determinants as follows: 

 Tangibles:  Appearance of physical facilities, equipment, 

employees and communication materials from a service company. 

 Reliability:  A service company’s ability to perform the promised 

service dependably and accurately. 

 Assurance:  employees’ knowledge and behavior about courtesy 

and ability to convey trust and confidence. 

 Responsiveness: A service company is willing to help customers 

and provide punctual services. 

 Empathy: A service company provides care and individualized 

attention to its customers, as well as having convenient operating 

hours. 

Many researchers have showed that service quality perceived by 

customers are will directly influence customers’ satisfaction, as well as 

their trust in the service firm (Parasuraman et al., 1988; Aydin & Ozer, 

2005). Customers might be satisfied when a firm provides better services 

than their pre-purchase expectations. Customer trusts also emerge when 

customers perceive positive service quality from a firm, and believe the 

service firm would bring preferable outcomes for them. In mobile 

telecommunication industry, which belongs to service industry, service 

quality is an important indicator to assess a service provider’s 

performance. Offering a high quality service is considered to be a visible 

way to create customers trust and satisfaction, as well as obtaining 
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competitive advantages and building a long-term relationship with 

customers. 

Customer Satisfaction  

WTO (1985) defines customer satisfaction as a psychology concept which 

causes the human being feeling and delight resulting from what an 

individual hopes and expects from a service or product which is having 

strong appeal to that individual. Furthermore, customer satisfaction can 

also be classified as the common attitude the customers possess toward a 

product or service after consuming it. According to Odunlami & Mathew 

(2015), survivability of service oriented organizations depends greatly on 

satisfied customers as this customer satisfaction will certainly create the 

pathway towards consumer loyalty. Therefore, customer satisfaction is an 

evaluative judgment after the experience that consumer uses the product 

after a specific selection of purchase. Oliva, Oliver and MacMillan (1992) 

described that customer satisfaction exists when customers evaluate their 

actual service performance perception against their expectations and any 

disagreement between the two will result in disconfirmation. Many 

researchers such as Ganesan (1994), Mittal, Ross & Baldasare (1998), Mittal 

& Kamakura (2001) have suggested that customer satisfaction is the 

influencing factor that signify customer loyalty or the long term 

orientation of their relationship. In addition, Geyskens, Steenkamp & 

Kumar (1999) proposed customer satisfaction as a crucial factor 

accountable for the long term involvement between sellers and buyers. It 

has always been expressed that the satisfaction affect component could 

encourage a satisfied customer to support the service provider and at the 

same time introducing its services to other potential customers. Customer 

satisfaction is considered one of the most important outcomes of all 

marketing activities in a market-oriented firm. The obvious need for 

satisfying the customer first is to expand the business, to gain a higher 

market share and to acquire repeat and referral business, all of which lead 

to improved profitability (Barsky, 1992). Studies conducted by Cronin & 

Taylor (1992) in service sectors such as banking, telecommunication, and 

fast food; found that customer satisfaction has a significant effect on 
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purchase intentions in all the three sectors. Similarly, in the 

telecommunication sector, McAlexander, Kaldenberg and Koening, (1994) 

found that customer satisfaction and quality have a significant effect on 

future purchase intentions. Satisfaction is a pursuit; which 

telecommunication organizations must continually strive to meet with the 

customers who are using the services. Taylor, Celuch & Goodwin (2004) 

show that satisfaction has a direct influence on customer loyalty. Mittal & 

Lassar (1998) discussed how satisfaction has been proven to directly affect 

loyalty. They further analyzed this impact by discussing the importance 

of looking at satisfaction and service quality together as they related to 

customer loyalty and likeliness to return. They stated “satisfaction” alone 

only tells whether the customer is satisfied or not. However, when 

measured with “quality”, there is greater ability to determine what 

aspects of service are below par and need improvement as they relate to 

guest satisfaction.  

CONCEPTUAL FRAMEWORK 

Based on the theoretical framework in Figure 1, the research has suggested 

a few propositions to quantify the relationship among the independent, 

mediating and dependent variables 

 

 

 

 

 

 

 

 

Figure 1: Conceptual Framework 
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Research Objectives 

The purpose of this study is to demonstrate the mediating effects of 

customer’s satisfaction on service quality and customer loyalty in 

Malaysia telecommunication industry from the student’s perspective. 
 

1. To identify the relationship among the three variables of service 

quality, customer satisfaction and loyalty 

2. To determine the relationship between five dimensions of service 

quality, satisfaction and loyalty 

3. To evaluate the mediating relationship of customer satisfaction 

between service quality and customer loyalty 

 

Hypothesis 

 

Based on the theoretical framework in Figure 1, the research has suggested 

a few propositions to quantify the relationship among the independent, 

mediating and dependent variables:  

H1 - Perceived service quality is positively associated with customer 

satisfaction.  

H2 - Perceived service quality is positively associated with customer 

loyalty.  

H3 -   Customer satisfaction is positively associated with customer 

loyalty.  

H4 - Customer satisfaction mediates the relationship between 

perceived service quality and customer loyalty. 

METHODOLOGY 

Based on the literature review and the research design, a questionnaire 

was designed. All the feedbacks are complete, i.e. no missing data in the 

questionnaires. There are four sections in the questionnaire with 3 

constructs and one demographic. The data gathered in this order is vital 

for the research. A total of 10 observed variables constitute the 

measurement of exogenous independent variable of service quality, the 
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mediating variable of customer satisfaction consists of 6 items, and 

dependent variable of customer loyalty – 7 items. The scaling applied in 

this study is the 5-point Likert scale, anchored at ‘5’ strongly agree and ‘1’ 

strongly disagree. To test the proposed relationships among the study 

variables, structural equation modeling (SEM).  This study uses variance-

based SEM of Partial Least Square (PLS).  As suggested by Hair et al.  

(2010), construct validity was assessed by running a confirmatory factor 

analysis (CFA) before testing the hypothesized paths using the Partial 

Least Square (PLS). The mediating roles of customer satisfaction were 

tested by examining the direct and indirect effects of these constructs‟ 

predictors on customer loyalty 

Sampling  

For the purpose of this research, the study population was chosen from 

the students of a higher education institution. The respondent chosen for 

this research are mainly student who are a mix of both local and 

international students who are linked with the telecommunication 

organization. Out of 129 questionnaires returned, 119 are completed. 

After the screening and elimination of the outliers, 114 of the 

questionnaires were ready for analysis. The loyalty focuses of the student 

are not as much as compared to working class people. The students’ 

population from the higher education institution would provide the study 

population for the customer loyalty research since it is estimated that 

students are the higher users of mobile phone services. The objective of 

this research is to clarify the relationship between three variables of 

service quality, customer satisfaction, and customer loyalty and to 

describe the understudy conditions and phenomena, in order to better 

understanding of present conditions, and helping the decision making 

process. This research can be categorized as descriptive research based on 

the method of obtaining the considered data. Since these data are made 

for studying the distribution of statistical population characteristics 

through sampling of population, this research is a survey done on the 

basis of cross sectional method. 
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Reliability test  

To test the evaluating tool reliability, the designed questionnaire was at 

first distributed between about 15 students involved with the 

telecommunication industry, and was analyzed after being collected. The 

results of the primary sample show that Cronbach alpha (α) index is 0.84, 

indicating reliability. 

DATA ANALYSIS 

Tests on the research model, with the assistance of Smart PLS 3.0 and SPSS 

22 software, a variance-based structural equation modeling technique 

(Henseler, Ringle & Sinkovics, 2009) was applied. The choice of PLS is 

because of the following reasons (Roldan & Sanchez-Franco, 2012): (i) this 

study focuses on the prediction of the dependent variable, (ii) the research 

is of an incremental nature, which implies that earlier models form the 

basis of the study, while the current model adds new measures and 

structural path, and (iii) the model is complex in terms of both the number 

of relationships and the levels of dimensionality. The evaluation of the 

reflective measurement models examines its reliability and validity 

(Henseler et al., 2009). Individual item reliability is adequate when an item 

has a factor loading that is greater than 0.7 for its construct or dimension. 

In this study, reflective indicators and dimensions satisfy this requirement 

(Table 1), except in the case of indicator CL3 (0.69). This item remains in 

the study on account that the difference is only 0.1 from the benchmark of 

0.7 and also taking into consideration the contribution of the indicator to 

the study. The assessment of construct reliability uses composite 

reliability (ρc) and Cronbach's alpha. For both indices, 0.7 is a basic 

benchmark. In this research, all reflective constructs and dimensions are 

reliable (Table 1). The average variance extracted (AVE) gauges 

convergent validity. All reflective constructs and dimensions attain 

convergent validity, because their AVE rates surpass the 0.5 level (Roldán 

& Sánchez-Franco, 2012). Finally, Table 2 shows the results of the 

discriminant validity assessment, providing evidence that each reflective 
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construct relates more strongly to its own measures than to the rest of the 

constructs.  

Table 1: Measurement Model 

Construct / Dimension / indicators Loadings Composite 

Reliability 

(CR) 

Avg 

Variance 

Extracted 

(AVE) 

Cronbach 

Alpha 

R2 

Customer Loyalty (Reflective 

Construct)  

CL1: I intend to continue using 

mobile services from this 

telecommunications service 

provider for a long time. 

CL2: I feel that switching to a new 

telecommunication operator today 

causes monetary cost. 

CL3 : If I switch to a new operator, 

I am not able to use some services 

(MMS, Price Perceptions, WAP, 

etc.), until I learn to use them 

CL4: If I want to change a new 

telecom service, I am willing to 

continue selecting this 

telecommunications service 

provider. 

CL5: Even if another 

telecommunications service 

provider’ price is lower, I will go 

on using this provider. 

CL6: I am willing to say positive 

things about this 

telecommunications service 

provider to other people. 

CL7: To me, this 

telecommunications service 

provider clearly is able to provide 

the best service. 

 

 

0.74 

0.80 

 

0.69 

 

0.78 

 

0.78 

 

0.86 

0.85 

0.910 0.593 0.884 0.472 

Customer Satisfaction (Reflective 

Constructs) 

CS1: This telecommunications 

provider follows up in a timely 

manner to customer requests 

CS2: The frontline employees of 

this teleco service provider are 

always willing to help me. 

 

0.76 

0.89 

0.78 

0.86 

0.84 

0.86 

 

0.925 

 

 

0.638 

 

 

0.905 0.513 
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CS3: The responses to consumers’ 

complaints are always taken 

quickly. 

CS4: This telecommunications 

provider is consistent in providing 

good quality service 

CS5: This telecommunications 

provider offers personalized 

services to meet customers’ need. 

CS6: This telecommunications 

provider timely information when 

there are new services. 

Service Quality (Reflective 

Constructs) 

Tangibles (Reflective Dimensions) 

T1: the quality of the service 

offered Telecommunication 

service provider is substantial  

T2: I consider that this consider 

this telecommunication provider’s 

reputation is high. 

Reliability (Reflective Dimensions)   

R1: I am satisfied with the 

professional competence of this 

teleco service provider. 

R2: This company meets my needs 

Assurance (Reflective Dimensions)  

A1: I have a strong satisfied 

relationship with the 

telecommunication service 

provider 

A2: My claims or problems are 

always dealt with quite well. 

Responsiveness (Reflective 

Dimensions)  

RS1: I am satisfied with the 

performance of the frontline 

employees of this teleco provider. 

RS2: This company gives me the 

service that I expect 

Empathy (Reflective Dimensions) 

E1: I would like to repurchase the 

products and services from my 

current teleco provider 

E2: In general, my experience with 

the company is positive 

 

 

0.91 

0.93 

 

0.87 

0.85 

 

0.87 

0.82 

 

0.83 

0.84 

 

0.89 

0.91 

 

0.851 

0.85 

 

 

0.87 

 

 

0.86 

 

 

0.90 

 

 

0.89 

 

0.533 

0.72 

 

 

0.77 

 

 

0.77 

 

 

0.74 

 

 

0.79 

 

0.781 0.000 
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All correlations attained a value smaller than AVE’s square root and all 

parameters (AVE, composite reliability, Cronbach’s Alpha) achieved 

satisfactory indices. 

Table 2: Discriminant validity 

 

 (1) (2) (3) 

(1) C

ustomer Loyalty 

(2) C

ustomer Satisfaction 

(3) S

ervice Quality 

0.770 

0.658 

0.609 

 

0.799 

0.716 

 

 

0.730 

 

Table 2 shows the results of the discriminant validity assessment, 

providing evidence that each reflective construct relates more strongly to 

its own measures than to the rest of the constructs. 

Mediating Effects  

To begin with, the direct path from service quality to customer loyalty and 

customer satisfaction were presented. Both links were significant at the 

0.000 level where the path coefficients of 0.611 and 0.716 respectively. At 

this juncture no indirect effect was hypothesized or assessed. After that, 

the model of satisfaction plays a mediating role between service quality 

and loyalty was presented (Table 3).  

Table 3: Effects of Variables 

 Direct Effect  Indirect Effect 

 Coefficient t-Values  Coefficient t-

Values 

H1  : SQ  SAT 0.716*** 15.139    

H2 :  SQ  CL 0.611*** 9.45  0.283*** 2.505 

H3:   SAT  CL    0.455*** 3.954 

⁎⁎⁎p<0.001 (based on t(4999), one-tailed test) t(0.01. 4999) = 2.33,t(0.001, 4999) = 3.09 Sig. denotes 

a significant direct effect at 0.00. 
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Mediation is said to be in existence when the direct path coefficient 

between the independent variable and dependent variable decreases 

when the indirect path through the mediator is created in the model. The 

direct path is evaluated without the interference of mediator and with the 

intervention of mediator. The direct path standardized beta was 0.611 and 

change to 0.283 after the introduction of satisfaction as a mediator. The 

amount of the decrease of the relationship between service quality and 

loyalty accounted by the mediator was 0.328 which represent 53.68% of 

the direct effect.  

 

 

 

Figure 2: Structural Framework 

Table 4: Indirect Effect Significance Test 

 Effect BootSE Boot LLCI Boot 

ULCI 

SQSATCL 0.3833*** 0.0509 0.2816 0.4886 

Andrews Hayes (2012) PROCESS, *** p<0.000 (two tailed). With 95% 

confidence 
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The result shows that the indirect effect of service quality to loyalty with 

the present of satisfaction as a mediating factor is significant at p<.000 

where the lower level confidence level (LLCL) is 0.2816 and upper level 

confidence level (ULCL) is 0.4886 (Table 4). The indirect effect is 

significantly different from zero at p<0.000 (two tailed). With 95% 

confidence that, because zero is not within this interval, zero is not likely 

a value for the indirect effect of service quality on loyalty. The true indirect 

effect is estimated lies between 0.2816 and 0.4886. Therefore, the indirect 

path service quality to satisfaction and from satisfaction to loyalty was 

0.716*0.455=0.326. The confidence interval level provided by PROSESS 

was between 0.2816 and 0.4886, p<.000.  

VAF = ((b*c)/(b*c+a))*100 = 53.6% 

This shows that the partial mediation effect present. The significance 

mediation effect was measured by using PROCESS by Hayes (2012). 

Therefore, all the hypotheses are supported. 

Table 5: Hypothesis testing 

 Path 

Coefficient 

P-Value Empirical Evidence 

H1  : SQ  SAT 0.716 0.000 Significant Supported 

H2 : SQ  CL 0.611 0.000 Significant Supported 

H3:  SAT  CL 0.455 0.000 Significant Supported 

H4 : SQSATCL 

(mediating effect) 

0.3833 0.000 Significant Supported 

Partial 

mediation  

Exogenous: Service Quality(SQ) 

Mediation: Customer Satisfaction (SAT) 

Endogenous : Customer Loyalty (CL) 
 

DISCUSSION AND CONCLUSION 

The main objective of this research is to establish and understand the 

mediating effect of customer satisfaction on service quality and customer 

loyalty relationship understanding in Malaysian Telecommunication 
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industry. This research seeks to build probable causal relationship 

between the constructs, which are service quality, customer satisfaction 

and customer loyalty. In view of that, an evaluation of the previous study 

in the area of service quality, customer satisfaction and customer loyalty 

was done. From the academic studies of initial findings, the model was 

developed and it’s reveal that service quality has a positive and significant 

direct effect on customer satisfaction. In addition, from the same model, it 

was found that service quality has a positive and significant direct effect 

on customer loyalty.  

Subsequently, the mediating relationship was established in the model 

where customer satisfaction was introduced as a mediator in service 

quality and customer loyalty relationship. Theoretically, it is not easy to 

validate the superiority of any model, so empirical testing was carried out. 

This study suggested a model to be empirically tested and confirmed that 

there are positive direct relationships between service quality, customer 

satisfaction and customer loyalty. In order to meet this objective, the PLS 

technique data analysis was utilized. There are a few points that need to 

be examined. Firstly, the most accepted relationship between service 

quality and customer satisfaction is verified. First the direct relationship 

path coefficient between the service quality and customer satisfaction is 

0.716 and is significant. (Table 3). Then, the most accepted theory that 

connect service quality and customer loyalty also well supported with the 

direct relationship path coefficient between service quality and customer 

loyalty is 0.611 and is significant. After that this research is to empirically 

assess the proposed mediating effect of customer satisfaction on service 

quality and customer loyalty relationship. The relationship amount 

between service quality and customer loyalty accounted by the mediator 

was (0.611-0.283) = 0.328, which represents 56.68 percent of the direct 

effect.  Therefore, it is concluded that customer satisfaction partially 

mediated the relationship between service quality and customer loyalty. 

Therefore, the above findings statistically justified that customer 

satisfaction plays a role as a mediator and has partial mediating effect on 

service quality and customer loyalty relationship in Malaysian 

Telecommunication industry. 
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This is based on the research consideration that if there is a mistake in 

decision making of the telecommunication service provider, which might 

certainly affect the customers’ satisfaction level. Since this is the most 

critical entity in defining customer loyalty, the customer perception on 

this indicator should be high; yet, some of the customers are not quite 

satisfied with the decision they have made. The low perception of the 

customer is caused by the customer’s ability in accessing the service 

provided by the telecommunication service provider, so that their 

assessment is only based on the quality of service provided by the Telco. 

The service quality provided by the employees of the telco towards the 

customer certainly has a major impact on the customer satisfaction based 

on the research as such, most customers also makes the interaction service 

quality and satisfaction low. Therefore, the customer is not able to make a 

comprehensive assessment for the Telco loyalty. Based on the research 

result and discussion, it is concluded that customer quality  on the  

customer satisfaction  and customer loyalty show a positive and 

significant impact. The test results indicate that there is enough empirical 

evidence to accept which states that service quality significantly enhances 

the customer satisfaction and customer loyalty. Moreover, customer 

satisfaction has positive and significant impact on customer loyalty.  

Finally, the test result for the impact of mediation variable shows that the 

impact of service quality on customer loyalty through customer 

satisfaction is partial mediation.  There was enough empirical evidence to 

accept, the high customer satisfaction act as mediating the relationship 

between service quality and customer loyalty. However, through 

customer satisfaction as mediation variable, customer satisfaction 

significantly can affect customer loyalty.  This finding support the theory 

of relationship marketing whereby a marketing philosophy that focuses 

on maintaining long-term relationships with existing customers in the 

telecommunication industry. 

RECOMMENDATIONS 

The practical implications that can be drawn are to improve 

telecommunication industry service quality. As the research exposed, 

service quality has a direct effect on customer loyalty mediated by 
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customer satisfaction, and then on customer loyalty. Secondly, 

telecommunications industry should establish good customer 

relationship with customers, execute customer relationship management 

and create customer satisfaction by providing plans that provides 

customer with communication plans and internet plans that could commit 

their loyalty and enhancing their satisfaction i.e. the internet plan is the 

most used compared to talk plans and increasing this could certainly 

being a new dimensions to the way customers interact which in turn could 

revolutionize the loyalty with satisfaction . Thus the research shows that 

telecommunication customer satisfaction leads to customer loyalty. 

Thirdly, customer satisfaction should be paid attention to by telco 

managers. The research suggests that customer satisfaction is the most 

indirect and important antecedent to loyalty. Satisfied telco customers 

only will continue with the telco and be low probability to look 

alternatives, but also have word-of-mouth recommendations, which 

means that satisfied customers are absolutely loyal to their 

telecommunications company and helpful with new market 

development. Consumers might be not be satisfied with or not sensitive 

to some value-adding promotional activities. Therefore, the 

telecommunication service providers should consider to improving the 

way of interaction with consumers. For example, offering reward that is 

more attractive can reach the people in effective ways.  Using multilevel 

marketing and multi-language and culture in promotion activities to 

communicate with more satisfied customer and showcasing the quality of 

their service. It is also essential for service providers to realize importance 

of pricing and customer’s satisfaction for practical business. A higher 

quality of a satisfaction might lead to a higher level of customer loyalty, 

which makes telecommunication more profitable. 

RESEARCH LIMITATIONS AND DIRECTIONS FOR FUTURE 

RESEARCH 

As an investigative study, this paper introduced customer satisfaction on 

telecommunication in customer loyalty influential mechanism model, and 

carried out in the scientific and systemic empirical research, and produced 

firm conclusions, while it has some limitations due to research 
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environment. Therefore, some future directions should be performed. 

Firstly, in relation to research samples, this study only chooses a specific 

telecommunication service provider instead of the industry in general and 

also specific to the areas as respondents. Also this study lacks discussions 

on that whether the geographical factors, as a mediating variable, will 

have impact on customer loyalty. Then, on the sampling time and space, 

the study only obtained the latitudinal data belonging to static research. 

Nonetheless, if we desire to establish the causal relationships between 

variables, it’s better to make a follow-up assessment to accumulate 

longitudinal data to be analyzed. Due to the above limitations, on one 

hand, additional research may be performed on refining our scale to 

obtain better internal validity.  
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