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Introduction
The phenomenal growth in service sector worldwide has exposed various organizations to the 

challenges of competition, service quality, cost, revenue and dynamic business environment. Some 
of those unable to cope with the changes may have to face the consequences of the survival of the 
fittest. In the contemporary service sector arena, telecommunication has been recognized world-
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Abstract
In the 21st century, business organizations are becoming increasingly customer oriented. Customer 

retention has become a key relationship marketing concept related to developing and preserving a long-
lasting relationship with customers. In the contemporary business settings, retention of customers has 
become extremely important because a majority of business organizations witnessed a visible loss of 
customers. Moreover, there is complication and higher costs of attaining new customers in the changed 
business environment. Accordingly, the main focus of firms has shifted to retain its existing customers 
and make them loyal. In addition to that service quality has also become an issue to deliberate upon as 
identified by researchers, managers, professionals, and practitioners. Presently, in the telecommunication 
sector consumers have option of the number of service providers with diverse tariff rates, that situation 
directs the consumers to switch from their existing service provider to another. Furthermore, mobile 
number portability and other technological advancements have given a new shape to the phenomena of 
switching from one telecom operator to another. The present study is an endeavour to examine the influence 
of perceived quality of service on customer retention in the perspective of mobile telecom services. This 
research study used exploratory cum descriptive research design and a survey was conducted in the state 
of Haryana to collect responses from the respondents. The results reveal that the perceived quality of service 
in the context of mobile telecommunication services delivered a positive influence on customer retention. 
Therefore, perceived service quality can be considered an important element of customer retention. It is well 
recommended through this research study that telecom operators need to focus more on service quality to 
retain customers.  
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over as a powerful tool of development and poverty reduction through empowerment of masses. 
During the last decade, Telecom sector in India has witnessed reforms in different segments of the 
market. Also the telecom players are coming up with innovative ways to cutting cost of operations 
and subsequently cut-throat competition has pushed the industry to lower their tariff benefiting 
the end user ultimately.

In the contemporary competitive, overcrowded and interactive marketplace, marketers are 
forced to look beyond the traditional marketing strategy for achieving competitive advantage. 
Consequently, relationship marketing has emerged as an alternative tool for organizations to 
build strong and long-lasting association with their customers. In Indian telecommunication 
market, where the growth is slowing down, profitability gets lower due to a lower tariff, and stiff 
competition, the core agenda of the company is customer retention. The main motive behind this 
occurrence is that acquiring new subscriber is expensive than retaining the existing one. Firms can 
retain existing customers with lower marketing cost. Therefore, the mobile telecommunication 
service providers have to concentrate their resources and effort to retain their customers. In Indian 
mobile telecom sector, companies offer different type of services to the customers. The customers 
while using telecom services get the knowledge about services through advertisements, friends 
and relatives and other sources. Whenever a customer buys mobile telecom services they have 
certain expectations from the service providers. So to retain customers more efficiently, telecom 
operators must know its customers, along with the guiding forces stirring customer to carry on 
with the same service provider without a switching decision.

The present study is an endeavour to analyze the influence of perceived quality of service on 
customer retention in the context of Indian mobile telecommunication sector. By analyzing this 
effect, we can understand the dynamics of connection between perceived quality of service and 
customer retention. Additionally, we can explore the scope of using perceived service quality as a 
customer retention strategy instrument in the contemporary telecommunication sector arena.

Conceptual Framework and Research Hypotheses

Perceived Service Quality

During the last few decades, service quality has been a center point of discussion among all 
stakeholders of business. The relationship between service quality and customer retention has been 
studied by many scholars with reference to different services. Research studies conducted in this 
area report that there exists a direct connection between perceived quality of service and customer 
retention. In present research study, perceived service quality has been viewed with special 
reference to mobile telecommunication services. Moreover, new dimensions (i.e. network quality, 
convenience) have been added to the existing SERVQUAL scale to assess service quality in mobile 
telecommunication services. Perceived quality of service has also been studied as an important 
element of customer retention strategy in the present telecommunication service settings.

Customer Retention

In an ideal situation, the affiliation between consumer and business organization is focused on 
a belief that both parties involved in an unbroken procedure of exchange will enjoy value in the 
extended period. Therefore, the key relational goal is an unbroken process of exchange between 
two parties. Thus, customer retention inclination has gained a momentum to enhance firms’ profit 
and curtail both cost and customer switching. Moreover, it is evident that it costs less to retain the 
existing customers rather than acquiring new customers.
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Customer retention frequency may be viewed as the possibility that a customer will re-buy 
or repurchase product or service from the same organization. In the contemporary scenario, the 
marketing sphere has heavily shifted from transactional style to relationship marketing style. 
Research conducted in the service marketing area approves that it costs less to retain a present 
customer than the acquisition of a new one. The present study analyzes the structure and impact 
of service quality on customer retaining strategies of telecom service providers.

Customer Retention in Mobile Telecommunication Services

This study has been carried out with reference to one of the most speedily rising 
and competitive industry, the mobile telecommunication industry. Present-day mobile 
telecommunication industry stands for nearly £1.1 trillion globally by offering a variety of 
services i.e. mobile services, handsets, Internet services, content delivery, data usages and 
infrastructure creation/installation. In the contemporary scenario, the significance of the mobile 
telecommunication industry has increased by manifolds since it has become a vital element of 
almost all facets of life. Moreover, from the last two decades, the mobile telecommunication 
industry has passed through speedy transformation in its shape, competition, marketing 
strategies, size, tariff plans, techniques, and legal issues. These changes have made telecom sector 
full of challenges for telecom operators and subsequently weaken the capability of business 
organizations to retain their customers on a long-term basis. With the passage of time, many other 
critical issues have come into view that explain the rationale for selecting customer retention 
in the mobile telecommunication sector a theme of study. All these concerns can be viewed 
with customer and supplier perspectives. The present study focuses on investigating customer 
retention from the perspective of customers. A good number of mobile telecom and marketing 
studies point out that mobile service operator are losing their customers. Therefore, customer 
retention has become an important field of study in mobile telecommunication services with 
special reference to service quality.

Review of Literature
In the contemporary scenario, the telecom sector has to endure on the quality of customer 

service it delivers. Good number of research has been conducted during the last two decades to 
study the influence of  perceived service quality on customer retention (Venelis and Ghauri, 2004; 
Anuchit Sirkit, 2004; Abdolreza Eshaghi et al, 2007; Subbir Rahmon et al, 2010; Jessy John, 2011; 
R.A Gbadiyan, 2012). Analytical results of research studies conducted worldwide reveal that the 
endurance and progress of a telecom operator primarily rests on its capacity to deliver qualitative 
service to its customers in a consistent manner and its ability to build a long-lasting relationship 
with its customers. Moreover, findings from research reveal that customer retention is highly 
dependent on the quality of service in the framework of mobile telecommunication services.

Chatura Ranaweera and Andy Neely, (2003) presented a map of customer retention 
assimilating perceived service quality, inertia, price perceptions and customer indifference. It was 
observed that price observations and customer interference deliver a direct linear effect on 
customer retention. Additionally, it was found that inertia was a comparatively unsound state and 
dependence on that to retain customers could really be an uncertain plan. Anuchit Sirkit, 2004 
executed a study to examine the telecom customers’ relationship with their operator based on their 
service quality perceptions, loyalty intentions and other relationship marketing variables. This 
study revealed that (1) relationship benefits and relationship quality were positively related for the 
telecom operator’s performance (2) service quality was connected with relationship quality service 
providers (3) They found a significant difference in relationship benefit between service operators’ 
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executives and their customers. Seth, K M and Gupta, (2008) performed an experimental study on 
customer perceived service quality in the framework of mobile telecom services. Their research 
did a wonderful contribution by adding a trustworthy and valid instrument for measuring 
customer perceived service quality in the framework of mobile telephony services. In this study on 
the basis of exploratory inquiries, two new dimensions i.e. ‘convenience and network quality’ 
were included in the existing SERVQUAL scale. The results were drawn by including the 
statements related to functional and network quality features for assessing quality of service. 
Oyeniyi, omotayo et al., (2008) made an endeavour to uncover the connection between perceived 
quality of service and customer retention in telecom sector in Nigeria. In this study, authors 
primarily observed the influence of quality of service, customer satisfaction, value and behavioural 
plans on retention in the context of telecom sector. The results revealed that the telecom customers 
bear a positive feeling towards their service operator’s capability to accommodate their changing 
needs. So it indicates that the customers would stay with their service operators as long as the 
organisations are capable to respond effectively to their varying requirements. Evangelia Blery, 
(2008) conducted a study to categorize the effect of quality of service on customer loyalty in the 
context of Greek telecommunication sector. In this research study, service quality delivered by 
mobile operators was measured with the SERVPERF scale. The effect of perceived price on 
customers’ repurchase explained that there is connection between quality of service and customers 
repurchase plan in mobile telecom services. Fujun Lai, Mitch Griffin, (2009) examined the 
relationship between service quality, satisfaction, customer value, corporate image, and loyalty in 
the framework of Chinese mobile telecom sector. The research study directs that quality of service 
straight away deliver effect on perceived value and corporate image perceptions. Additionally, 
customer value and corporate image in mobile telecom services influence satisfaction. Their study 
also concluded that corporate image make an impact on customer value. Moreover, it was also 
observed that satisfaction and customer value are key determinants of customer loyalty. Yaobin 
Lu et al., (2009) conducted a research study to explore perceived service quality of two telecom 
operators in China. The results made known that corporate image in mobile telecommunication 
services control the effect of overall business environment and concern qualities on the service 
quality in mobile telephony. Dhanya Alex, (2010) carried out a study to examine the relationship 
between variables i.e. service quality, product quality, contextual experience and perceived value. 
The key purpose of this study was to explore deeply the main factors influencing customer 
perceived value in the context of a coffee shop. The study revealed the effects of elements of 
customer perceived value on customer loyalty. Hyung Seok Lee, (2010) conducted a study to 
confirm the association among perceived quality of service, customer satisfaction, perceived value, 
and customer loyalty in the perspective of telecommunication services. The outcome shows that 
perceived quality of service positively influences customer loyalty in the framework of mobile 
telecom services. Additionally, perceived value and customer satisfaction positively influences 
customer loyalty. Fazlazadeh Alireza, (2011) made an effort to suggest and test a holistic model to 
study the relationship between service quality, corporate image, customer value, customer 
satisfaction, and loyalty in the context of telecommunication services of Iran. It reveals from the 
study that service quality in a straight way impacts perceived value, customer satisfaction and 
image perceptions. Additionally, it was observed that both customer’s satisfaction and company 
image are major causes of customer loyalty in the framework of mobile telecommunication 
services. Rosemond Boohene, Gloria K.Q. Agyapong., (2011) investigated the key elements of 
customer loyalty with reference to a key telecom operator Vodafone (Ghana). The key variables of 
the study were services quality, customer satisfaction and corporate image irrespective of the fact 
that other factors were also considered. The findings recommend that mobile operator needs to 
emphasize on service quality. Furthermore, it was also observed that service quality is usually 
assessed by relationship quality with customers. Jessy John, (2011) investigated the factors that 
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affect customer loyalty of BSNL mobile users. BSNL undoubtedly possess a solid customer base, 
but with the passage of time a steady decline is occurring in the customer base. Moreover, the 
results reveal that network quality, value added services and customer service provided by BSNL 
strengthen the customer loyalty. Ishyaq Ahmed, (2011) observed about the quality of services 
delivered by mobile telecommunication operators in Pakistan, and its influence on customer 
satisfaction and the tendency of customer not to switch from the current service provider. Finding 
from this study bring to light that there exist a positive association among service quality and both 
satisfaction and repurchase intentions. Moreover, empathy was observed to render an adverse 
association with repurchase intentions of customers and satisfaction. F. Jovier Sese, (2011) explored 
the key elements of customer retention in the settings of a liberalizing market. The results 
confirmed that the organizations’ and the competitors’ price and mass advertising deliver a 
substantial impact on the possibility of ending an on-going relationship. Moreover, they concluded 
that the connection between marketing variables under study and retention are not inactive but 
stay varying over a period of time. R.A Gbadiyan, (2012) investigated the relationship that exists 
between customer loyalty and qualities of services provided by the mobile Telecommunication 
operators in Sierra Leone. This study proposes that mobile telephone operators should give timely 
attention to customer’s complaints and they should try to improve their network connectivity. Kofi 
Poku et al., (2014) conducted a study to observe the effect of service quality on customer loyalty in 
the context of mobile telecommunication industry. The results revealed that the selected 
companies have a commendable buyer service strategy based on five dimensions of SERVQUAL. 
On the basis of findings it is recommended that companies should develop innovative products 
revolved around requirements of the market. A M Iddrisu, Nooni, Menash, (2015) examined the 
relationship between service quality and customer loyalty in mobile telecom sector of Ghana. The 
results drawn through this research study revealed that quality of service variables have a positive 
effect on customer loyalty through customer satisfaction. Their study recommends that the cellular 
operators should improve service quality of mobile services.

Research Gap & Contribution of the Study
In a new deregulated environment the mobile telecommunication industry is facing a stiff 

competition and service quality has become a critical issue. After going through the literature 
review, it is observed that a research gap exists and there is a need to make a fresh attempt to 
explore the association among service quality and customer retention in the context of Indian 
mobile telecom arena. Majority of the previous research studies assessed perceived service quality 
on the basis of SERVQUAL scale which includes five dimensions i.e. reliability, responsiveness, 
assurance, empathy and tangibles with appropriate modifications. In the present study, an 
endeavour has been made to assess perceived service quality by adding two new dimensions 
namely network quality and convenience. So in a way, the outcome of this study will replicate 
in terms of SERVQUAL scale with new dimensions and the same may be used by researchers in 
future. The present research study is an attempt to examine the impact of perceived service quality 
on customer retention in the mobile telecom sector in the changed environment. Findings of the 
study are very useful for mobile telecom operators in designing their customer retention strategies.

Research Hypotheses
H1 The perceived service quality significantly and positively affects customer retention in 

mobile telecom services.

H1-a Tangibility significantly and positively affects customer retention in mobile telecom 
services.



Volume 2  Issue 1   2017AJM

6 Amity Journal of MarketingADMAA

H1-b Reliability significantly and positively affects customer retention in mobile telecom 
services.

H1-c Responsiveness significantly and positively affects customer retention in mobile telecom 
services.

H1-d Assurance significantly and positively affects customer retention in mobile telecom 
services.

H1-e Empathy significantly and positively affects customer retention in mobile telecom 
services.

H1-f Network quality significantly and positively affects customer retention in mobile telecom 
services.

H1-g Convenience significantly and positively affects customer retention in mobile telecom 
services.

Research Methodology

Objectives of the Study

The present study was undertaken in respect of 740 mobile service customers of Haryana state 
to analyze the various elements of perceived service quality and its impact on customer retention 
in mobile telecommunication services. This study intends to achieve following sub-objectives:

1. To measure the level of perceived quality of service offered by selected mobile telecom 
service providers in India.

2.  To explore the important elements of perceived service quality in mobile telecom services.

3. To analyze the effect of perceived service quality on customer retention in mobile telecom 
services.

Selection of the Service

In the present study, both pre-paid and post-paid mobile telecom services are selected and 
while selecting the same, numerous factors have been taken into consideration. On the basis of 
the preliminary study, it was observed that the share between prepaid and post-paid subscriber 
base is 80: 20. Furthermore, post-paid users generate four times more revenue, so in the present 
study, while selecting the subscribers for survey purpose more weight is given to the post-paid 
subscribers. Besides, the operators adopt various retention tools in the post-paid category to 
retain customers.

Sample Design and Sample Size

In the present study, four major telecom service providers namely Bharat Sanchar Nigam 
Limited, Vodafone Essar Company, Reliance Communications and Bharti Airtel Limited are 
selected. The sample size for the present study is 740 mobile telecom customers. The questionnaire 
was administered personally by the researcher to the respondents. Respondents were requested to 
provide the significant information after suitably explaining the objective of the study. Moreover, 
they were assured that the information shared by them would be used only for academic purpose.

Sampling Method

In this research study, a combination of quota and judgemental sampling methods are used 
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to collect responses from the respondents. Quotas were fixed with regard to the number of 
subscribers to be surveyed from four telecom service providers as per their market share. 

Developing the Instrument (Questionnaire)

The questionnaire was developed by moving towards the following stages:-

(i) Identification of key variables and creating the first draft.

(ii) Pilot survey of subscribers. 

(iii) Finalizing the instrument.

(iv) Reliability check of each variable in the questionnaire.

SERVQUAL a multi-item scale developed by Parasuraman, Zeithaml, and Berry (1988) 
was primarily used to assess perceived quality of service. SERVQUAL measures customers’ 
expected and perceived service levels. SERVQUAL scale includes five dimensions namely 
reliability, responsiveness, assurance, empathy and tangibility. In the framework of cellular 
mobile communications, technical quality dimensions namely network quality and convenience 
was added. These dimensions are related to customers perceived network quality and calling 
convenience. The dimensions related to technical dimensions were derived from the available 
literature and response taken during the exploratory interviews. Finally, for the purpose of 
measuring service quality in mobile telecommunication services, seven dimensions were 
identified. The draft questionnaire was finalized after the pilot survey. The final questionnaire 
(for telecom subscribers) comprised two sections. The first section included questions related 
to the demographic profile of the respondents and also asked basic questions related to telecom 
services they subscribed for. The second section was named as the determinants of customer 
retention in which questions related to perceived service quality and customer retention were 
included. The final structured questionnaire is prepared using mainly close-ended questions 
based on the 5-point summated rating scale or Likert scale (e.g. 1. Strongly Disagree, 2. Disagree, 3. 
Neutral, 4. Agree, 5. Strongly Agree). For studying the demographic profiles of the respondents’, 
questions with multiple choices were framed. The questionnaire was administered personally to 
elicit the information from the respondents who were using mobile telecom services of selected 
telecom operators in Haryana state. Every possible measure was employed to increase response 
rate. It was presupposed that respondents were equally efficient in information processing and 
response giving. The questionnaire was administered in both Hindi and English language for the 
convenience of diverse respondents.  

Pilot survey

In the present study, a pilot investigation was executed with a sample of 50 mobile subscribers, 
in order to simplify the questionnaire structure and to avoid any interpretation related problems. 
Some teething problems were encountered during the data collection.  Suggestions and remarks 
were invited from the respondents.  This process helped develop an insight to bring about 
the required alterations in the overall configuration or organization of the questionnaire by 
incorporating suggestions and observations. This also helped in improving the quality and texture 
of the questionnaire to ensure smooth data collection.  After the pilot survey, 13 statements were 
deleted, 7 were added and 17 were modified in terms of the language.13 statements which found 
higher inter-item correlation was deleted.
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Data Collection 

Primary data was collected from 740 customers located in the various districts of Haryana 
state. The questionnaire included thirty-nine statements and a brief profile of the respondent. 

Data Analysis and Methods

 In order to prove or disprove the framed hypothesis for the research, correlation analysis and 
confirmatory factor analysis and other statistical tools are used. Structural equation modeling has 
been primarily used. Statistical tests were performed by using software like IBM AMOS 20 and 
IBM SPSS 20.

Reliability and Validity

In order to make sure that data collected is reliable, the reliability of the questionnaire is 
measured at different stages. Cronbach’s alpha is used as an indication of the internal reliability of 
each of the combined constructs. Internal reliability measures show how reliably individuals reply 
to the items within a scale. In the present study, all variables comply with the acceptable levels of 
reliability (Above 0.7) in Cronbach’s alpha coefficients.

Demographic Profiles of the Respondents

The total number of respondents considered in the research study is 740 out of which 266 
(35.82%) respondents were females and 474 (64.18%) were males. There were a fair percentage 
of male respondents. Respondents were grouped in five categories on the basis of age. 313 
(42.29%) respondents were below 25 years of age, 189 (25.54%) respondents were 25-34 years old, 
146 respondents (19.75%) were between 35- 44 years old, 62 (8.37%) respondents were between 
45-54 years old and only 30 (4.05%) respondents were those above 55 years. There was a fair 
representation of young respondents. In the sample surveyed, 13 (1.75%) respondents studied up 
to below tenth standard, 45 (6.08%) respondents were studied up to secondary to senior secondary 
level.  It was also observed that out of 740 only 324 (43.78%) respondents were graduates, 138 
(18.64%) respondents were postgraduates and 220 (29.72%) respondents were having other types 
of educational qualifications like a diploma, professional qualifications. On the basis of monthly 
income groups of the telecom subscribers, it was observed that 263 (35.54%) respondents were 
those earning less than Rs.10000 monthly, 84 (11.35%) respondents were those earning between Rs. 
10001-25000, 223 (30.15%) respondents were those earning between Rs. 25001-40000, 135 (18.24%) 
respondents were those earning between 40001-65000, and only 35 (4.72%) were earning Rs.65001 
and above. Respondents were surveyed from different occupational backgrounds. 72 (9.72%) 
respondents were farmers, 80 (10.81%) respondents were shop owners, 120 (16.23%) respondents 
were self-employed, 125 (16.89%) respondents were business owners, 109 (14.72%) respondents 
were serving in private sector, 108 (14.59%) were government employees, 96 (12.97%) respondents 
were students, 30 (4.05%) respondents were retired persons. In the sample surveyed 0.215 (29.05%) 
respondents were using telecom services of BSNL, 276 (37.29%) of Airtel, 98 (13.26%) of Reliance 
and 151 (20.40%) opted the telecom services of Vodafone. It is clear that majority of the customers 
who undertook the survey use telecom services of Airtel and the least preferred service provider 
is Reliance.  It was also observed that out of 740 only 122 (16.48%) respondents had subscribed 
to post-paid mobile services and 618 (83.51%) subscribed for pre-paid mobile services. It was 
observed that there were a high percentage of prepaid telecom subscribers.
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Table 1:  Correlation Matrix of Perceived Service Quality

CR AVE MSV ASV Conve-
nience

Preli-
ability

Presp Passur-
ance

Empa-
thy

Net 
Quality

Tangi-
bility

Convenience 0.984 0.940 0.171 0.039 0.970       

Preliability 0.920 0.697 0.581 0.150 0.179 0.835      

Presp 0.863 0.616 0.205 0.038 -0.043 -0.055 0.785

Passurance 0.910 0.718 0.176 0.085 0.413 0.419 0.021 0.847    

Empathy 0.916 0.690 0.205 0.043 -0.021 -0.032 0.453 0.194 0.831   

NetQuality 0.921 0.704 0.110 0.048 0.174 0.332 0.126 0.167 0.113 0.839  

Tangibility 0.895 0.682 0.581 0.130 0.040 0.762 -0.059 0.317 -0.008 0.303 0.826

Perceived Service Quality: In marketing literature, perceived service quality is a complete 
assessment of a particular service organization that results from comparing the performance of 
firm with the general expectations of customers and how the firm must execute in that industry. 
In this research study, 7 key dimensions of perceived service quality (Tangibility, Reliability, 
Assurance, Responsiveness, Empathy, Convenience, and Network Quality) have been included. 
Accordingly, a theory related to the service quality has been tested. CFA is applied on various 
dimensions of perceived service quality in order to test the construct validity. Results of the CFA 
are shown subsequently with the help of table and diagram.

All constructs of perceived service quality collectively are analyzed with the help of 
confirmatory factor analysis (CFA). The basic objective of performing CFA model is to check the 
convergent & discriminant validity of the constructs as well as to see the correlation between 
different constructs.

The conditions of convergent validity include:

(a) Composite reliability (CR) must be greater than average variance explained (AVE).

(b) Individual Composite reliability (CR) of the constructs should be greater than 0.5.

(c) The individual average variance explained (AVE) should be greater than 0.5.

The results of CFA as shown in Table 1& 2 reveal that all above-mentioned conditions of 
convergent validity are satisfied. Therefore, it can be concluded that the constructs are valid in 
terms of convergent validity.

In addition to this the different conditions of discriminant validity are as follows:

(a) Average variance explained (AVE) should be greater than MSV.

(b) AVE should be greater than ASV.

(c) AVE should be greater than 0.5

The results of CFA as shown in Table 1 reveal that all above-mentioned conditions of 
discriminant validity are satisfied. For this reason, it can be concluded that the constructs are valid 
in terms of convergent validity.
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Table 2: Output of CFA,  Perceived Service Quality

Dimensions Composite 
Reliability (CR)

Average Variance 
Extracted (AVE)

MSV ASV

Tangibility 0.895 0.682 0.581 0.126

Reliability 0.920 0.697 0.581 0.150

Responsiveness 0.863 0.616 0.205 0.038

Assurance 0.910 0.718 0.176 0.085

Empathy 0.916 0.690 0.205 0.043

Network Quality 0.921 0.704 0.110 0.048

Convenience 0.895 0.940 0.171 0.039

Figure 1. CFA of Perceived Service Quality (This figure explains the output of confirmatory factor 
analysis performed on Perceived service quality.)

Above diagram explains the output of (CFA) confirmatory factor analysis performed on several 
dimensions of perceived service quality. This diagram also explains the connection between 
different dimensions of service quality.
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Testing Hypotheses 

According to Parasuraman, Berry, and Zethaml (1988) perceived service quality is the result 
of the customers’ comparison of expected service quality with service delivered. In this research 
study, it was thought that the perceived service quality in mobile telecom sector delivers a positive 
effect on customer retention. Therefore, the efforts are made to examine the effect of perceived 
service quality on customer retention in the framework of the mobile telecom sector. Following 
hypothesis is tested with the help of structural equation modeling (SEM).

H1: The perceived service quality in mobile telecommunication sector has a significant positive 
effect on customer retention.

The outcomes of the above-mentioned hypothesis testing are mentioned in Table 3. The 
results point out that the structured regression rate of the association between perceived service 
quality and customer retention is 0.849 and is found to be significant (p=.000). Therefore, with 
95% confidence level, the null hypothesis of no cause and effect relationship between perceived 
service quality and customer retention cannot be accepted. Hence, it can be understood that 
the perceived quality of service in the mobile telecom sector has a positive significant effect on 
customer retention. Kangis and Zhang (2000) examined the relationship between service quality 
and customer retention in the banking sector. Their findings revealed that quality of service had 
an effect on customer retention in banking services sector.

Table 3:  Relationship between Service Quality and Customer Retention

Exogenous 
Construct

Endogenous 
Construct

Standardized 
Regression Coefficient

Unstandardized 
Regression 
Coefficient

CR P Value Squared 
multiple 

correlation

Service 
Quality

Customer 
Retention

0.849 3.444 5.033 0.000 0.721

The goodness of fit indicators such as CFI (0.969), GFI (0.845), NFI (0.920), AGFI (0.788), and 
RMSEA (0.076) indicate that the tested structural equation model has a significant fit.

Figure 2: Effect of Perceived Service Quality on Customer Retention (This figure explains the 
relationship between perceived service quality and customer retention.)

Table 4: Model Fit Index of Service Quality and Customer Retention

Fitness of Model Index CFI NFI RFI RMSEA LO 90 Hi 90

Value 0.969 0.920 0.076 0.051 0.100
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Findings and Suggestions 
The telecommunication sector of India has grown massively in the last decade and 

subsequently, the number of telecom players, as well as the level of competition, has also 
increased. In this research study, tangibility aspect of perceived service quality is witnessed to be 
more significant to post-paid customers because such customers are frequently visiting the office 
of the telecom companies for bill payment and other related work. So the physical facilities offered 
by telecom operators have more impact for post-paid customers and accordingly the telecom 
companies should design physical facilities. Moreover, it is also found by the research study 
that the perceived reliability is highly influenced by the attribute of providing offered service as 
promised. The perceived responsiveness is highly influenced by the variable “Exactly tell when 
service will be performed”. Assurance as the third dimension of service quality was found to be 
highly influenced by the politeness of service staff. Therefore, it is suggested that service operator 
should design the telecom services to provide error-free service and adequate support to the 
telecom customer. The fourth dimension of service quality empathy is highly influenced by the 
provider’s awareness of customer needs. So it is proposed that mobile telecom operator should 
analyze the customer needs in detail and design their service accordingly. The fifth dimension 
of service quality network quality is highly influenced by the variable “voice clarity”. Therefore, 
it is suggested that mobile telecom operator should provide sufficient geographic coverage, 
voice clarity, and termination free calls. Convenience as a dimension of service quality is highly 
influenced by the variable “offer convenient business hours”. Thus, it is recommended that mobile 
telecom operators should have an appropriate mechanism of complaint handling, flexibility in bill 
payment and application formalities be simple and user-friendly.

Conclusions
 The prime objective of this research study is to examine the impact of perceived service 

quality on customer retention in the context of Indian mobile telecom sector. In connection with 
the same, seven dimensions of perceived service quality are taken and the impact of all these 
dimensions on customer retention has been tested. Finally, it is found that the perceived service 
quality in mobile telephony has a positive significant impact on customer retention. Therefore, 
it is recommended through this study that mobile telecom service providers should frame their 
customer retention strategies by giving due weight to the service quality aspect. Thus, it can be 
concluded that service quality can be used as an instrument of customer retention strategies in 
the mobile telecom sector. 

Limitations of the Study and Scope for Future Research
The findings of the study may not be generalized to the whole telecom industry because 

present study is limited to selected telecom operators and selected area. This study only analyzed 
the construction and effect of the perceived service quality on customer retention in the mobile 
telecommunication sector. As customer retention may be influenced by many other factors, future 
studies may be conducted by taking these factors collectively. Besides this, customer retention 
strategies presently in practice can be appraised. 
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