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Abstract

The study objective was to compare influencingdexton customer retention of two brands — SimPATd a
IM3 — of telecommunication services owned by Telkeiand Indosat, two giant mobile telecommunication
providers in Indonesia. The authors applied predistriables including perceived tariff, perceivedality,
switching barriers, and customer satisfaction. €hewiables were used after reviewing literaturguantitative
studies on consumer behaviour relating to teleconication services. This study used indicators agtbpind
adapted from literature. The quantitative data wgathered in Jakarta, involving 205 subscriberSiaiPATI
and 202 subscribers of IM3. The authors selectsgomdents purposively. Data were analysed using bot
exploratory and confirmatory factor analyses. Twted models were developed confirming factors thate
involved in customer retention as stated on th@@sed model: perceived tariff, perceived qualityitshing
barriers, and customer satisfaction. However, pdrtse hypotheses were rejected.
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1. INTRODUCTION

Most studies on customer behaviour in mobile tefemoinication services took place in Africa and Asia,
particularly relating to customer retention, peveel tariff, customer satisfaction, perceived sendaality, and
switching barriers. In Africa, for example, Oyenand Joachim (2008) in Nigeria; Ocloo and Tset§4.82 and
Antwi-Boateng, Owusu-Prempeh, and Asuamah (2018&hana;Katono (n.d.) in Uganda;

Furthermore, in South Asia includinglgbal, Zia, BasShahzad, and Aslam (2008), Aamir, Ikram, a@enZn
(2010), Siddiqui and Javed (2012),Kouser, QureShahzad, and Hasan (2012),and Afzal, Chandio, 8haik
Bhand, and Ghumro (2013) in Pakistan; Rajkumar &idarlas (2012), Sathish, Kumar, Naveen, and
Jeevanantham (2011), Chaarlas, Rajkumar, Kogildid,yand Noorunisha (2012), and Kumar and SingB&20

in India; In South East Asia, includingUturestanii¥arokka, and Gallato (2012) in Indonesia;Hab#d|eh, and
Abdullah (2011) in Malaysia. In East Asia, inclugM.-K. Kim, Park, and Jeong (2004) in Korea; Chexl a
Myagmarsuren (2011) in Taiwan; (Guo, Zhang, Wandg.i&.d.) in China; it may show that in these doants,

the telecommunication service industry is develgm@nd dynamic. In addition, studies with differemtting of
regions also can be found, for example, in the YSAIn & Kim, 2008) and in Germany (Gerpott, Rams, &
Schindler, 2001).

To select which variables to predict customer t&en the authors identified variables used by taxis
literature in the telecommunication industry. Theblé below indicates that perceived tariff, custome
satisfaction, perceived service quality, and svititglbarriers were chosen to predict customer rietent

Table 1-factor analysis results of perceived tariff

Perceived | Perceived | Switching | Customer | Customer
tariff service barriers satisfaction | retention Sources
quality
® ® ® Ali et al. (2010)
® ® ® Blery et al. (2009)
® ® ® Oyeniyi and Abiodun (2010)
® ® Dzisah (2013)
® ® Katono (n.d.)
® ® Kyriazopoulos and Rounti (2007)
® ® Mabkhot (2010)
® ® ® Sari and Suryadi (2013)
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The main objective of this study is addressed tandxe a model to predict customer retention of two
telecommunication service providers in Indonesia.
2. Literaturereview

This study is conducted based on literature onocust retention in telecommunication service indusks
mentioned above, there are four predictor variableés included to predict customer intention (dee table
below).

According to Kyriazopoulos and Rounti (2007), Steh&Khan (2012), and Khuhro, Azahr, and Bhutto (3011
customer satisfaction is influenced by perceiveiffta heir studied indicated that the influentsiggnificant and
positive. Furthermore, Deng, Lu, Wei, and Zhangl@®0and Mabkhot (2010) proved that customer satiia

is influenced significantly and positively by peiresd service quality.

Perceived tariff might have a significant and aifpeges link with customer retention as studied bynBeeera and
Neely (2003) and Molapo and Mukwada (2011). In &ddj customer satisfaction also might have a §icamt
and positive link with customer retention as stddiy Dzisah (2013), Katono (n.d.), Novianti, Surgpland
Nugroho (2013), Oyeniyi and Abiodun (2010), andgRambari (2007).

Furthermore, Ranaweera and Neely (2003) and Mo&amb Mukwada (2011) in their studies tested a link
between perceived service quality and customentiete As a result, these scholars found that thesis a
significant and positive link between those varabl

The last predictor variable in this study is switghbarriers. This variable, according to OyenigdaAbiodun
(2010), Peighambari (2007), and Sari and Suryadl3® had a significant and positive link with custr
retention.

Table 2-List of literature referenced in this study

Independent variable Dependent variable Sources
Perceived tariff — Customer (+) Kyriazopoulos and Rounti (2007),
satisfaction Shahzad Khan (2012), Khuhro et al.
(2011)
Perceived tariff — Customer retention (+) Ranaweera and Neely (2008)apo and
Mukwada (2011)
Customer satisfaction — Customer retention (+) Dzisah (2013), Katono .jnMovianti et

al. (2013), Oyeniyi and Abiodun (2010),
Peighambari (2007)

Perceived service — Customer (+) Deng et al. (2010), Mabkhot (2010)
quality satisfaction

Perceived service — Customer retention (+) Ranaweera and Neely (2008)apo and
quality Mukwada (2011)

Switching barriers — Customer retention (+) Oyeniyi and Abiodun (20Bdighambari

(2007), Sari and Suryadi (2013)

2.1. The proposed model

According to previous researchers who studied tcoemunication services, customer retention migite
direct relations with perceived tariff, custometisfaction, perceived service quality, and switchbarriers(Ali
et al., 2010; Blery et al., 2009; Oyeniyi & Abiodw010).
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Figure 1-The proposed model
2.2. Hypotheses
There were six hypotheses to be tested in this/stadollow:
Hla There is a positive and significant link betwgerceived tariff and customer satisfaction.
Hilb There is a positive and significant link betweerceived tariff and customer retention.

H2 There is a positive and significant link betwegeerceived service quality and customer satisfacti
H3 There is a positive and significant link betwegistomer satisfaction and customer retention.

H4 There is a positive and significant link betwgeerceived service quality and customer retention.
H5 There is a positive link and significant linktlveen switching barriers and customer retention.

3. Methods

3.1. Instrument

To develop the instrument, the authors adapteatédtolis used and validated by existing researcivaisiding
Mokadikwa (2008), Zhang and Feng (2009), B. Kim@1@), and Shin and Kim (2008) for perceived tariff
variable. For customer satisfaction variable, titidators were from studies conducted by Shin aind (008),
Zhang and Feng (2009), and Qian, Peiji, and Qu¢tul).

Furthermore, indicator for perceived service gyaliiriable were adapted from Shin and Kim (2008) an
Nurfarhana (2012).For switching barriers variablese taken from Shin and Kim (2008), PeighambadD{),
and Martins, Hor-Meyll, and Ferreira (2013) wheréascustomer retention indicators were from (Paigbari,
2007) and Bakar and Diantono (2010).

3.2. Pilot study

A pilot study was conducted involving universitydénts in Jakarta, 50 of sSimPATI subscribers arudhem 50
of IM3 subscribers. Based on a validity test usaor analysis, some indicators were dropped visee.

3.3. Respondent profile

In total, 407 respondents participated, consiste&2Db simPATI subscribers (118 males and 87 femaled 202
IM3 subscribers (99 males and 103 females).

3.4. Data analysis

All data were analysed using exploratory factorlgsia using SPSS version 22 and confirmatory faatalysis
using AMOS version 21.

4. Findings and discussion

4.1. Perceived tariff

EFA produced two dimensions of perceived tariffeTirst dimension consisted of ten indicators vihtor
loadings ranging from 0.542 to 0.709 and the sectménsion consisted of three indicators with fatdadings
ranging from 0.813 to 0.836 (see the table below).
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Table 3-Factor analysis results of perceived tariff

Attractiveness Factor loading
PT6 The fee that | have to pay for the use of MobileeDBervices is too high. 0.709
PT 7 | am pleased with the fee that | have to pay feruke of Mobile Data Services. 0.699
PT 8 This operator took effective ways to help us kntsapricing policies of product 0.677
and services.
PT 12 /A good service provider offer more features at@agler rate or at a rate equal t 0.665
competitor.
PT 4 Service providers should offer globally competitprcing. 0.662
PT9 The pricing policies of products and services fithia operator are attractive. 0.652
PT 13 This operator is offering flexible pricing for vatis services that meet my need 0.644
PT 10 | think the price for the mobile service is readulea 0.638
PT 11 I will continue to stay with this operator unlekg tprice is significantly higher fol0.630
the same service.
PT5 | think the monthly charge for the mobile use igs@nable. 0.542
Cronbach’s alpha 0.852
Fairness
PT 2 | am pleased with the fee that | have to payHe use of mobile data services. (0.836
PT1 The pricing policies of products and servitem this operator are attractive. |0.813
PT 3 This operator took effective ways to help new its pricing policies of products|0.813
and services.
Cronbach’s alpha 0.775

These results of EFA were further examined using.GHI indicators retained and formed a fitted mbdéth
probability value of 0.056, CMIN/DF 0f 1.326, CHl@.987, and RMSEA of 0.028 (see the figure below).
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Figure 2-Confirmatory factor analysis result ofgaved tariff
4.2. Customer satisfaction
Indicators of customer satisfaction were testedqu&iFA. It produced two dimensions. Six indicatfos the
first dimension had factor loadings ranging fronb4® to 0.760 whereas four indicators for the second
dimensions had factor loadings ranging from 0.709.853 (see the table below).
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Table 4-Factor analysis results of customer satiisfia

Performance Factor Loadings
KP 1 | am satisfied with the current service. 0.76(
KP 8 | am satisfied with the professional competencthisfoperator. 0.733
KP 9 | am satisfied with the performance of the frorglemployees of this operator. 0.705
KP 2 The current service meets all the requirementsl the¢ reasonable. 0.704
KP 10 | am comfortable about the relationship with thierator. 0.702
KP 7 | am satisfied with the overall service qualityesffd by this operator. 0.573

Cronbach’s alpha 0.758

Expectation
KP 5 | think this telecom company has successfully mtedi mobile data service. 0.853
KP 6 This mobile data service is better than expected. 0.839
KP 4 | am satisfied with the data services providedhiy telecom company. 0.809
KP 3 'The mobile data services provided by my serviceigey canaddress my 0.709

requirements.

Cronbach’s alpha 0.818

The two dimensions and their indicators as inditatethe table above survived in CFA and carrietaofitted
model with probability of 0.208, CMIN/DF of 1.218FI of 0.994, and RMSEA of 0.023 (see below).
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PERFORMANCE
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KP7
KP 5
KP 6
KP 4
Criteria CMIN/DF CFI RMSEA
Results 0.208 1.213 0.994 0.023
Cut-off >0.05 <3.0 >0.95 <0.05

Figure 3-Confirmatory factor analysis result oftouser satisfaction

4.3. Perceived service quality
Four dimensions were formed after examining peeskiwervice quality indicators. The first dimension
contained six indicators with factor loadings rampfrom 0.636 to 0.717. Further, the second indisabad six
indicators too with factor loadings ranging fronb®1 to 0.696. The third and fourth dimensions eawhed

three indicators.
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Table 5-Factor analysis results of perceived sergigality
Function Facbr
loadings
PKP 4 \When | face a problem, my mobile operator sohaeiiously. 0.717
PKP 18 Jam operasi operator seluler Anda fleksibel. 0.701
PKP 5 My mobile operator keep informing subscribers wttenservice would be 0.695
delivered.
PKP 2 My mobile service provides a quality of content aedvices that | need 0.642
PKP 3 When my mobile operator promised to do somethirgy@rtain time, they could 0.63¢6
keep it.
PKP 1 | think that my current mobile operator satisfysgyvices. 0.636
Cronbach’s alpha 0.798
Reliability
PKP 7 The customer service team are always (ready) witinhelp me. 0.69¢6
PKP 6 'The customer service team give me a proper care. 0.693
PKP 8 'The customer service team are always availablerigeane. 0.652
PKP 9 Behavior of the customer service team make me denfi 0.56(
PKP 10 | feel safe conducting transactions with my mobiterator. 0.531
PKP 11 [The customer service team are polite to me comsigte 0.403
Cronbach’s alpha 0.645
[Tangible
PKP 15 Equpment of by my mobile operator look modern. 0.768
PKP 17 'The customer service crew look neat. 0.66¢
PKP 16 Phisical facilities of by my mobile operator lookéresting. 0.631
Cronbach’s alpha 0.558
Competence
PKP 14 The customer service team of my mobile operatoetstednd my specific needs 0.713
PKP 13 My mobile operator is the best for me. 0.711
PKP 12 'The customer service team of my mobile operatoe lmough knowledge to 0.623
answer my questions.
Cronbach’s alpha 0.663

CFA produced a fitted model with probability of 09 CMIN/DF of 1.261, CFI of 0.980, and RMSEA 0005.
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Figure 4-Confirmatory factor analysis result ofgaved service quality

4.4. Switching barriers

Three dimensions of switching barriers variableevearried out from exploratory factor: first dimamrs with
12 indicators and factor loadings ranging from @.5% 0.710; second, with three indicators and faldadings
range from 0.665 to 0.772; third, with four indioet and factor loadings range from 0.502 to 0.645.
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Table 6-factor analysis results of perceived tariff

Switching cost Factor loading
SB 3 It takes a lot of time to get information aboutentlearrier 0.71(
SB 15 | hate spending time finding a new mobile servicevigler 0.697
SB 1 It is difficult for me to use other carrier 0.69]
SB 18 It would cost me a lot of money to switch from myploile operator to another 0.68(
mobile operator
SB 10 It would cost me a lot of effort to switch from myobile operator to another 0.674
mobile operator.
SB 6 | would feel uncertain if i have to choose a newbiteoservice provider. 0.671
SB 19 It would be complicated for me to change carrier. 0.67(
SB 5 | would miss my mobile operator if i change 0.633
SB 4 | feel there is a bond between My mobile operatmt myself. 0.59¢
SB 17 I’'m not certain about the quality of services thdter operators will provide me 0.591]
with.
SB 16 | hate re-registering to another mobile servicesjoler. 0.57(
SB 2 I will lose a friendly and comfortable relationshifith my mobile operator if | 0.554
change.
Cronbach’s alpha 0.84¢
Attractiveness of alternative
SB 7 In general it would be a hassle changing carriers. 0.772
SB 8 If i change, there is a risk a new mobile operaton’t be as good as My mobilé 0.68¢
operator.
SB 9 It would cost me a lot of effort to switch from myobile operator to another 0.66"
mobile operator.
Cronbach’s alpha 0.64]
Interpersonal relationship
SB 13 I'm very likely to switch to another mobile servipeovider. 0.64¢
SB 12 | trust on my mobile operator more than mobile Eerproviders. 0.63¢
SB 11 | like the public image of my mobile operator 0.617
SB 14 | do not care about the brand/company name oféhéce provider | use. 0.50?
Cronbach’s alpha 0.32¢
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Results 0.104 1.211] 0.988 0.023
Cut-off >0.05 <3.0 >0.95 <0.05

Figure 5-Confirmatory factor analysis result of ®ling barriers
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4.5. Customer retention

Two dimensions of customer retention came out fEfA. The first dimension kept seven indicators vi@bttor
loadings ranging from 0.640 to 0.726 whereas tlcersé dimension owned three indicators with factadings
ranging from 0.804 to 0.815.

Table 7-factor analysis results of retention

Priority of using Facto
loading
RT 2 | plan to continue my relationship with my mobilgevator in future. 0.726
RT 3 | would recommend my mobile operator as the bedtilmaervice provider in the 0.721
area.
RT 1 If | had needed mobile services now, my mobile afrwould be my first choice 0.704
RT 4 | would encourage friends and relatives to do essrwith my mobile operator. 0.69¢
RT 10 I pr:joritise more to use the cellular card issugdrty mobile operator as my cellu 0.681
card.
RT 6 | have said positive things about my mobile opertimthers 0.68(
RT 5 I’'m very loyal to my mobile operator. 0.64(
Cronbach’s alpha 0.827
Intensive of using
RT 7 | consider my mobile operator as my first choicerfmbile service. 0.815
RT 8 | often recharge for services of my mobile operator 0.80¢
RT 9 | often use services of my mobile operator. 0.804
Cronbach’s alpha 0.73¢

In a structural equation model test, these two dsims and all indicators retained and shapedeal fitonstruct
with probability of 0.433, CMIN/DF 1.021, CFI of#R9, and RMSEA of 0.007.

40

RT 10

35

RT7

1080000800

RT9

Criteria P CMIN/DF CFlI RMSEA
Results 0.432 1.022 1.000 0.000
Cut-off >0.05 <3.0 >(0.94 <0.0b

Figure 6-Confirmatory factor analysis result oftouser retention
4.6. Constructs testing
Two competing fitted models were developed to prtedlistomer retentions of simPATland IM3 subscsber
4.7. The fitted first model
In the first model, perceived tariff, customer stction, and perceived service quality were rehiwhereas
switching barrier was dropped due to insignificareerceived tariff and customer satisfaction hatirect link
to customer retention.
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On the other hand, perceived tariff also had airéeti link to customer retention as well as peredigervice
quality as they had to be mediated by customesfaation. The link between perceived tariff andtoaser
retention was 0.96 and considered as the highestiatdised weight among other links. All links wéne
positive forms. This fitted model had probabilitgive of 0.835, CMIN/DF of 0.899, CFI of 1.000, aRMSEA
of 0.00.

PERCEIVED
TARIFF

CUSTOMER
RETENTION

PERCEIVED
QUALITY

Criteria P CMIN/DF CFI RMSEA
Results 0.835 0.899 1.00 0.000
Cut-off >0.05 <3.0 >0.95 <0.05

Figure 7-Confirmatory factor analysis result of fhst fitted model

In total, three hypotheses (Hla, H3, and H4) wagrificant and supported by literature whereas lagiothree
hypotheses (H1lb, H2, and H5) were insignificane (g table below). Two of the hypotheses have stong
total effect scores (H1la and H3) and a hypothé#3 bias a weak total effect score.

Table 8-Summary of significant hypotheses
Hypothesis Dependent Ind_ependenl t.value Total Inter-pretation _S|g_n|f|_c_ant/
variable variable effect insignificant
Hla PT CS 9.436 0.994 Very strong Significant
H1lb PT CR - -l - Insignificant
H2 PSQ CS 1 i - Insignificant
H3 CS CR 9.860 0.978 Very strong Significant
H4 PSQ CR 2.469 0.117 Weak Significant
H5 SB CR - Insignificant

Note: PT-Perceived Tariff, CS-Customer Satisfactie8Q-Perceived Service Quality, SB-Switching Rais;i
CR-Customer Retention
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4.8. The second fitted model

In the modification model, two hypotheses were ificent (H3 and H4). On the other hand, four hypmsts
were insignificant, including Hla, Hlb, H2, and ktge the table below). The output of confirmatagtdr
analysis suggested a new link between switchingdrarand customer satisfaction with t-value of38.5and
total effect score of 0.618 which was considerstt@ng influence. Further, a hypothesis (H3) issiered with
a very strong total effect (0.969), a hypothesig)(Mith a strong total effect (0.618), and a hygsts with a
very weak total effect (0.114).

2.9.99.2.9.

SWITCHING
BARRIERS

CUSTOMER
RETENTION

PERCEIVED
QUALITY

PKP 4 PKPsIFmeMKm RTS [rT8| RT1d |RT4] [RT 1]

OO ©OOO OB

Criteria P CMIN/DF CFlI RMSEA
Results 0.394 1.026) 0.997 0.008
Cut-off >0.05 <3.0 >0.95 <0.0p

Figure 8-Confirmatory factor analysis result of #ezond fitted model
Table 9-Summary of significant hypotheses

.| Dependent | Independent Total : Significant/

Hypothesis . ) t.value Inter-pretation T

variable variable effect insignificant
Hla PT CS - 4 - Insignificant
H1lb PT CR - -l - Insignificant
H2 PSQ CS 1 1 - Insignificant
H3 CS CR 8.871 0.969 Very strong Significant
H4 PSQ CR 2.171 0.114 Very Weak Significant
H5 SB CR - -l - Insignificcant

SB CS 6.138 0.618 Strong New link

Note: PT-Perceived Tariff, CS-Customer Satisfactie8Q-Perceived Service Quality, SB-Switching Rais;i
CR-Customer Retention

5. Conclusion

The study involved young subscribers of two giambite telecommunication providers in Indonesia. f~ou
hundred-ten respondents participated with majarfithem were female (65%).

Two fitted constructs were developed. The firststorct, retaining perceived tariff to have a diréok to
customer satisfaction, and customer satisfactioth &adirect link to customer retention. Another shbte,
perceived service quality had a direct link to ouser retention. The second construct, switchingidxar with
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two dimensions — switching cost and attractiverefsalternative — had a direct link to customer sfatition
(excluded in the hypotheses), and customer sdfisfabad a link to customer retention. In additiperceived
service quality had a direct link to customer rétam

Apparently, in this study, perceived tariff and ®hing barriers could not be installed in a fullgeba long
together to predict customer retention. As perakieiff was placed, switching barriers would bemred and
vise versa. The authors expect for future rese@artbst these two models with different settind@nds, group
of respondents, and place.
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