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Abstract

This study's primary goal is to examine the elements that affect customer loyalty and satis-
faction with Portuguese telecommunications. Indeed, customer loyalty and satisfaction are
crucial factors in guaranteeing the success and expansion of the services sector. Further-

more, it aims to include customers' privacy perceptions in a thorough model.

A structured questionnaire was adapted from previous studies in the field, collecting a total
of 357 valid responses. The suggested hypotheses were tested using multiple statistical tech-
niques to assess the reliability and validity of the gathered data, culminating with path analysis

through Structural Equation Modelling.

The research results demonstrate that consumer loyalty is highly impacted by satisfaction.
On the other hand, service quality significantly influences customer satisfaction, whereas
trust and perceived value have a positive yet insignificant impact on this construct. Addition-
ally, perceptions of privacy risk were found to affect customer trust positively and signifi-

cantly.

Considering that the data used for this analysis were collected exclusively in the Portuguese
market, inferring the same findings in different countries should be made prudently. As this
study only comprised one of the perceived value dimensions, the results associated with this

construct should also have that in mind.
Keywords

Customer Loyalty; Customer Satisfaction; Service Quality; Trust; Perceived Value; Privacy

Risk; Telecommunications.
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Resumo

O principal objetivo deste estudo é examinar os elementos que afetam a fidelidade dos cli-
entes e a satisfacido com as telecomunicagdes portuguesas. De facto, a fidelidade e a satisfagao
do cliente sao fatores cruciais para garantir o sucesso ¢ a expansao do setor dos servigos.
Além disso, pretende incluir as perce¢des de privacidade dos clientes num modelo abran-

gente.

Um questionario estruturado foi desenvolvido e adaptado através de estudos anteriores no
setor, recolhendo um total de 357 respostas validas. As hipdteses sugeridas foram testadas
utilizando multiplas técnicas estatisticas para avaliar a fiabilidade e validade dos dados reco-

lhidos, culminando com a andlise através de um Modelo de Equag¢des Estruturais.

Os resultados da investigacao demonstram que a lealdade do consumidor ¢ altamente impac-
tada pela satisfacao. Por outro lado, a qualidade do servigo influencia significativamente a
satisfacao do cliente, enquanto a confian¢a e o valor percebido tém um impacto positivo,
mas insignificante, neste construto. Adicionalmente, verificou-se que a perce¢ao do risco de

privacidade afeta a confianga dos clientes de forma positiva e significativa.

Considerando que os dados utilizados para esta andlise foram recolhidos exclusivamente no
mercado portugues, inferir as mesmas conclusées em diferentes paises deve ser feito com
ponderacao. Uma vez que este estudo incluiu apenas uma das dimensdes de valor percebido,

os resultados associados a este construto devem também ter esse ponto em consideragao.

Palavras-chave

Lealdade do Consumidor; Satisfacio do Consumidor; Qualidade do Servico; Confianga; Va-

lor Percebido; Risco de Privacidade; Telecomunicagoes.
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1. INRODUCTION

The business world consistently deals with numerous challenges as competitors arise and
new technologies are developed in different industries. Such a scenario leads companies to
embrace innovative strategies that bring added value to their customers, ultimately develop-
ing a unique competitive advantage and strengthening ties with the stakeholders. This ap-
proach is valid, not only from a product point of view but also from a service frame, as some
authors point out that the latter is being increasingly prioritised over the former in the mar-
keting literature (Colorado & Mesias, 2021). In fact, over the past decades, multiple reasons
have contributed to steady growth in the overall market competition (Mia & Clarke, 1999),

offering customers seemingly limitless options for goods and services.

The telecommunications sector is characterised by fierce competition among its players as
market penetration of some of its services frequently exceeds 100 per cent of the population
in various countries (Halaoui et al., 2014). Therefore, boosting current customers' value is a
major issue for service providers. This context highlights the importance of putting custom-
ers' needs first and developing long-lasting relationships with them (Gronroos, 1990). Ana-
lysing customer loyalty and its antecedents in these circumstances emerge as a critical success
factor for companies. As a result, service providers are increasingly focusing on delivering
top-quality services to their customers, promoting satisfaction, and earning their trust (Aslam

et al.,, 2018).

In Portugal, telecommunications is a mature market with four significant players: Altice Por-
tugal, NOS, Vodafone and NOWO. The sector is gradually leaning toward bundling services
as ANACOM (2022) estimates that, at the end of the first quarter of 2022, the residential
penetration of these services had reached 89,6 out of 100 households, representing a 3,67%
average annual growth rate in the past five years. The bundling services of the four men-
tioned operators represented revenue of approximately 4,46 billion euros in 2021
(ANACOM, 2022). Even if the importance of telecommunications in the country is unques-
tioned, national and international institutions' reports usually indicate a high concentration
(ANACOM, 2022; OECD, 2021). Figure 1. was elaborated based on data from ANACOM
(2022) and portrays the market share of Portuguese telecom participants and the Herfindahl—
Hirschman index (HHI) for this market. Apart from the previously referred four major play-
ers, other service providers account for a market share of no more than 0,1%. A small num-

ber of operators combined with a substantial market share from three of them led to an



Figure 1. Evolution of market shares and Herfindahl-Hirschman index
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HHI value consistently above 2500, thus indicating high concentration according to the U.S.
Department of Justice and the Federal Trade Commission (2010). This scenario implies a
rather low competition and hence might be one of the reasons behind the relatively high

prices this sector has in the country (OECD, 2021).

The Portuguese telecommunications market is, indeed, a unique one. During the first semes-
ter of 2022, the "Metadata Law" was in the media's light following a government's proposal
to change some of its terms. Such a setting brought data privacy issues to the public debate,
and multiple concerns arose as this bill contained clear orientations for service providers to
preserve data regarding location, time and equipment used in communications throughout
' . . . e .
one year. Telecom operators' devotion to ensuring the privacy of their clients' information
is critical at this point. Such circumstances call for an analysis of customers' perceptions of

the effort service providers put into this subject as it might translate into reinforced or



decreased trust in a given company, ultimately impacting the duration of the customer-firm

relationship (Geyskens et al., 1999).

In the past, numerous studies analysed customer loyalty and its antecedents in different mar-
ket fields. The same subject was also extensively studied within the telecommunications mar-
ket, and multiple constructs were put into various perspectives. Still, there seems to be a gap
in the literature when considering the inclusion of privacy risk perceptions in such models.
This study aims to fill this gap through a comprehensive conceptual model examining cus-
tomer loyalty, satisfaction, trust, service quality, perceived value, and privacy risk, hence de-
livering strong insights both to research and managers. It is divided into five major sections,
starting with an introduction and an extensive literature review where the seven mentioned
constructs and their relationships are covered. Subsequently, the methodology is portrayed
in detail, and the results are discussed afterwards. Finally, general conclusions, managerial

implications, limitations, and suggestions for future research are depicted.



2. LITERATURE REVIEW

This chapter aims to disclose a deep understanding of the research subjects. The chapter
begins with an overview on the concepts of customer loyalty and customer satisfaction (sec-
tion 2.1.), followed by an inclusive understanding of its antecedents, comprising service qual-
ity (section 2.2.), perceived value (section 2.3.), and trust (section 2.4.). Further insights on

data privacy are also provided in the latest section (section 2.5.).

2.1. Customer Satisfaction and Customer Loyalty

Previous research in the marketing field has been keen on establishing customer satisfaction
as a critical precursor of customer loyalty (Dick & Basu, 1994; Fornell, 1992). This relation-
ship is crucial to corporate management because it represents effective marketing pro-
grammes (Gupta & Zeithaml, 2006) that ultimately influence a company's financial success

(Sun & Kim, 2013).

Oliver’s view on customer satisfaction referred to it as “the summary psychological state
resulting when the emotion surrounding disconfirmed expectations is coupled with the con-
sumer’s prior feelings about the consumption experience” (1981, p. 27). In the same line of
thought, Kim et al. (2015) adopt a perspective focused on consumers’ thoughts on a post-
purchase scenario compared to their initial expectations. Satisfaction is a comprehensive
emotion influenced by aspects such as service quality, pricing, and contextual or personal
circumstances (Zeithaml & Bitner, 1996). Therefore, it is seen as a vital and decisive aspect
of repurchasing a product or acquiring a service, particularly an intangible one (Khodadad
& Behboudi, 2017). The telecommunications market is not an exception to this, as Crosby
et al. (1990) state that customers use satisfaction to forecast prospective experiences after

evaluating their interactions with their current service providers.

It is clear that such a paradigm requires companies to consider customer satisfaction as a
significant matter while developing strategies to promote it and create value for their busi-
ness. This condition is reinforced by Fornell (1992), pointing out that customer satisfaction
positively influences loyalty and leverages customer retention and acquisition by lowering

price sensitivity and reducing costs.

On the other hand, customer loyalty is defined by Oliver as “a deeply held commitment to

rebuy or repatronise a preferred product/service consistently in the future, theteby causing



repetitive same-brand or same brand-set purchasing, despite situational influences and mar-
keting efforts having the potential to cause switching behavior” (1997, p. 392). In addition
to increasing the likelihood of future purchases, loyal customers are more inclined to increase
their spending within the company as well as recommend the brand via positive word-of-

mouth (Haumann et al., 2014; Qiu et al., 2015; Ryding, 2010).

Previous research has consistently identified a link between customer satisfaction and loyalty,
even though authors such as Bae (2012) stress that this relationship shall not be taken for

granted in a generalised way.

Concerning the telecommunications market, the former investigation has steadily recognised
that customer satisfaction does promote post-purchase perceptions and actions, ultimately
leading to increased customer loyalty (Calvo-Porral & Lévy-Mangin, 2015; Gerpott et al.,
2001; Kim et al., 2004; Morgeson et al., 2015).

Hence, the first hypothesis of this study is suggested as follows:

H1: Customer Satisfaction has major influence on Customer Loyalty.

2.2. Trust and Customer Satisfaction

Trust is regarded as one of the most meaningful antecedents of secure and collective part-
nerships in business (Akbar & Parvez, 2009). The former investigation has proposed multiple
definitions of this construct, stating it was either dependent on a particular partner’s reliabil-
ity and integrity (Morgan & Hunt, 1994), the ability of a service provider to match up to its
commitments (Barnes, 1994), or its eagerness to count on a relationship with a different

counterpart (Moorman et al., 1993).

Other authors postulate that trust consists of the assumption that an individual in a business
relationship would behave in the best interest of their partner (Palmatier, 2008; Palmatier et
al., 2007; Palmatier et al., 2009; Pefia Garcia, 2014; Taylor & Hunter, 2003) and the sense of
integrity that is recognized between the individuals or groups involved (Liu, 2018). Thus, this
construct is determined by the customer’s expectations on whether the service provider is

reliable and follows through on its promises (Sirdeshmukh et al., 2002).

Kassim and Abdullah (2008) have established a link between customers who trust their set-
vice provider and satisfaction with it. Such a relationship exploits this construct’s relevance

as a customer lacking confidence in its service provider will almost certainly be unsatisfied.



Concerning the Theory of Reasoned Action, it is also acknowledged that trust promotes
satisfaction, which ultimately enhances loyalty (Aslam et al., 2018). These findings are aligned
with other empirical studies that demonstrated similar results on the link between these two
constructs, concluding that trust has a long-term effect on satisfaction, which, in turn, pre-
sumably increases with time (Chiou & Droge, 2006; Kim et al., 2009). Other authors, such
as Rasheed and Abadi (2014), were also prone to set a strong relationship where trust leads

to customer satisfaction.

Hence, the second hypothesis of this study is suggested as follows:

H2: Trust has a positive effect on Customer Satisfaction.

2.3. Service Quality, Customer Satisfaction and Trust

The definition and evaluation of service quality are not perfectly aligned among investigators
(Carman, 1990). However, before defining this construct, one should attempt to understand
what a service is in the first place. According to Gronroos (1990), services are intangible and
diverse, which may imply different performances depending on the provider and the cus-
tomer. The author also points out that its production is deeply linked to its consumption.
Due to the service’s particular characteristics, measuring service quality is more challenging

than performing the same exercise in terms of a product (Aydin & Ozer, 2005).

One of the views on what this construct represents is postulated by Chiou and Droge (2000),
who state that perceptions of service quality are composed of two factors: the tangible char-
acteristics of the service and the interactive service offered by personnel. Therefore, quality
can be defined as customers’ notion of the value of services in a post-purchase scenatio,
providing insights to the firm on whether their services are valuable (Strenitzerova & Gana,
2018). Other authors define service quality as an attribute that concerns reliability, dependa-
bility, trustworthiness, and responsiveness (Wali & Nwokah, 2018). Cody and Hope (1999)
also pointed out that the measurement of service quality may be linked to the procedure in
which the service is delivered, as well as its output. Still, this study considers this construct

to represent “the consumer’s judgement about the overall excellence or superiority of a set-

vice” (Zeithaml, 1988, p.3).

Regarding a possible link between service quality and customer satisfaction, some authors

suggest that a customer’s assessment of the former represents a customer’s level of



satisfaction with their post-purchase perception of the service (Parasuraman et al., 1988).
Even though this relationship is not unanimously accepted among the academic community
— as Bustamante (2015) contends that a positive relationship between service quality and
satisfaction does not necessarily occur — customers’ thoughts on the quality of service are
generally accepted to be decisive in determining customer satisfaction (Zeithaml & Bitner,
1996). Khan and Fasih (2014) also agree that service quality significantly influences a cus-
tomer’s perception of a given service. An increased level of service quality promotes cus-
tomer satisfaction and impacts consumers’ purchase behaviour (Venetis & Ghauri, 2004).
This construct is also critical for success over time and gaining a competitive advantage
(Kyoon Yoo & Ah Park, 2007), therefore, being a key indicator of customer satisfaction
concerning service providers’ efficiency (Kim et al., 2004). Similarly, Gitomer (1998) posits
that delivering an up-to-date service that matches expectations enhances consumer satisfac-

tion.

Hence, the third hypothesis of this study is suggested as follows:

H3: Service Quality has a positive effect on Customer Satisfaction.

Considerable research in the marketing field has attempted to establish a link between service
quality and trust. Various academics, particularly in e-commerce, have sought to combine
perceived trust and security measures into broad overall service quality dimensions (Janda et
al., 2002; Kaynama & Black, 2000; Liljander et al., 2002). Nevertheless, several empirical
studies have analysed the direct relationship between quality and trust (Chen et al., 2002;
Sultan & Mooraj, 2001). Gounaris and Venetis (2002) were inclusively able to establish that
the degree to which a customer trusts their service provider is influenced by service quality.
Indeed, service providers promote specific offerings to assure their clients’ trust and to de-
velop a relationship of confidence with them (Thaichon & Quach, 2015). For instance, con-
cerning the 5G launch, service providers worldwide promoted free trial packages where cus-
tomers could assess the quality of the fifth-generation mobile network for a limited time.
Such strategies promote customer trustin a company’s dependability (Cronin & Taylor, 1994)
and are likely to increase confidence in the service provider (Morgan & Hunt, 1994). In a
nutshell, considering that trust relates to consumers’ views of a company’s reputation, cred-
ibility, and ability to meet expectations (Kim et al., 2008), it is tightly linked to service quality,
making customers more inclined to trust a service provider that improves overall service

quality (Gounaris & Venetis, 2002).



Hence, the fourth hypothesis of this study is suggested as follows:

H4: Service Quality has a positive effect on Trust.

2.4. Perceived Value, Customer Satisfaction and Trust

The concept of perceived value has been studied in many different circumstances
(Parasuraman & Grewal, 2000; Sweeney & Soutar, 2001; Thaichon et al., 2014), and some
authors inclusively state that its study has dominated the services literature (Cronin et al.,
2000). Despite the introduction of numerous conceptual models of value (Holbrook, 1994;
Sweeney & Soutar, 2001), perceived customer value has frequently been defined as the trade-
off between what is received and provided by consumers when acquiring a service (Lai et al.,
2009; Shirin & Puth, 2011; Tam, 2012). In the same line of thought, Colorado & Mesias
(2021) suggest this construct represents the exercise customers make when setting different
purchasing options side by side as well as the judgement of the utility and cost of each
option. It is also important to mention that multiple authors advocate that value measure-
ment depends on different factors, such as service type, situational conditions, previous ex-
periences, and client attributes (Bolton & Drew, 1991; Whittaker et al., 2007). As a result, the

definition of value potentially differs among customers (Zeithaml, 2000).

As Kim and Kang (2016) also posit that human behaviour is strongly linked to a compre-
hensive comparison of what is given and received, they conclude that perceived value is
composed of four dimensions: functional, emotional, monetary, and social value. Zeithaml
likewise proposes a multidimensional view of this construct, stating, “(1) value is low price,
(2) value is whatever I want in a product, (3) value is the quality I get for the price I pay, and
(4) value is what I get for what I give.” (1988, p. 13). Other academics also differentiate
functional and symbolic value concepts (Chen & Hu, 2010; Zeithaml, 1988). According to
Lai et al. (2009), functional value entails broad assessments of quality and value for money.
On the other hand, Zeithaml (1988) adds that it regards how customers evaluate the quality
of the goods and services offered, their purchase price and the time sacrificed for the pur-
chase. Contrarily, symbolic value denotes impressions of past experiences regarding commu-
nity, feelings, aesthetics, and reputation (Chen & Hu, 2010). Customers are not indifferent to
societal opinions, which consists of an external influence on symbolic value that is also com-
prised of an internal sense of desire and delight (Solomon, 1983). As far as this study is

concerned, value is analysed as functional value with a particular focus on price and value for



money, since there is already a specific construct to analyse the perceptions of service quality.

Regarding a possible relationship between perceived value and customer satisfaction,
McDougall and Levesque (2000) state the importance of getting to the bottom of this po-
tential link. In previous research on this topic, empirical studies of traditional retailers suggest
that perceived value is likely to affect customer satisfaction positively (Cronin et al., 2000;
Eggert & Ulaga, 2002; Sweeney & Soutar, 2001). Identical results were also produced in e-
commerce (Hsu, 2006; Yang & Peterson, 2004) and multiple telecommunications markets

wortldwide (Lin & Wang, 2006; Tung, 2004; Turel & Serenko, 2006; Wang et al., 2004).

Hence, the fifth hypothesis of this study is suggested as follows:

H5: Perceived Value has a positive effect on Customer Satisfaction.

Trust usually results from a brand or company’s ability to fulfil its promises (Doney &
Cannon, 1997). Consequently, building and maintaining relationships in various trade scenar-
ios depends on trust (Verhoef et al., 2002). Due to the intangible character of services, which
bears a sense of unpredictability for customers through purchase and consumption, it is
especially pointed out that a service relationship with a client depends on trust (Berry, 1995;

Crosby et al., 1990).

Concerning the link between perceived value and trust, multiple authors posit that these two

constructs have a positive connection (Harris & Goode, 2004; Singh & Sirdeshmukh, 2000).

Indeed, some empirical studies propose trust assessments impact perceived value through
customers’ continuous interactions with service providers (Sirdeshmukh et al., 2002). Nev-
ertheless, this relationship is mainly regarded in line with Harris and Goode’s view, which
state that “trust is a key and central factor during exchange, after accounting for previously
established antecedents, namely; perceived value” (2004, p. 150). Other studies have reached
the same conclusion on this subject (He et al., 2012; Moliner et al., 2007), inclusively in the

telecommunications field (Karjaluoto et al., 2012).

Hence, the sixth hypothesis of this study is suggested as follows:

HG6: Perceived Value has a positive effect on Trust.



2.5. Privacy Risk and Trust

The concept of privacy risk is an increasingly debated topic among researchers. Featherman
et al. (2010) establish privacy risk as the outcome of research on information privacy
(Goodwin, 1991; Westin, 1967) and perceived risk (Dowling & Staelin, 1994; Mitchell, 1999;
Taylor, 1974) and define it as customers’ perceptions of potential losses. Additionally, the
authors note that this construct is based on an individual’s evaluation of the probability of

information misuse and data loss, which may eventually harm clients’ privacy.

Information privacy has also progressively emerged as a significant concern for customers
and is characterised as “the claim of individuals, groups, or institutions to determine for
themselves when, how, and to what extent information about them is communicated to oth-
ers” (Westin, 1967, p.7). According to research, consumer privacy issues are pervasive, rising,
and may worsen in the future (Miyazaki & Fernandez, 2001). Such situations are undoubtedly

a crucial topic in the digital era (Caudill & Murphy, 2000; Sheehan & Hoy, 2000).

On the other hand, Perceived risk concerns customers’ uncertainty regarding the outcome
of their decisions (Arslan et al., 2013). Cox and Rich (1964) assert that negative outcomes
and uncertainty are decisive components of the idea of perceived risk. A customer may ex-
petience risk when purchasing or dealing with uncertainty and unfavourable outcomes
(Taylor, 1974; Zhang et al., 2011). As a result, if the outcomes were unfavourable, clients
would sacrifice money, time, and other potential damage (Pérez-Cabanero, 2007). According
to Jacoby et al. (1974), consumers may acknowledge different risks, including operational,
physical, financial, social, psychological, and general perception of risk. Zhang et al. (2011)
developed and validated more aspects of perceived risk, including social, economic, privacy,
time, quality, health, delivery, and after-sale risks. This study focuses on studying perceived

risk in terms of privacy.

One of the critical elements that influence customer behaviour is perceived risk (Park et al.,
2019). Therefore, a positive relationship linking perceived risk to trust has been thoroughly
studied in the past (Dunlap et al., 1993; Eiser et al., 2002; Frewer, 1999; Mayer et al., 1995;
Wachinger et al., 2013; Zhou, 2013).

Hence, the final hypothesis of this study is suggested as follows:

H7: Privacy Risk has a positive effect on Trust.
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3. METHODOLOGY

3.1. Conceptual model and research objectives

The chosen methodology for developing the investigation emphasises the research objectives
and defines the model testing the proposed hypotheses. In fact, this study aims to understand
the main drivers of customer satisfaction and loyalty in the Portuguese telecommunications

sector in general while including perceived privacy risk in a complete model.

The suggested conceptual model (displayed in Fig. 2.) illustrates the relationships between
constructs that were analysed in the previous chapter and is based on the revision and adap-
tation of models used in previous studies (Aslam et al., 2018; Aydin & Ozer, 2005; Colorado
& Mesias, 2021; Libaque-Saenz et al., 2016). Aydin and Ozer (2005) set foundations for im-
portant connections between customer loyalty, trust, and service quality in the telecommu-
nications sector, whereas Colorado and Mesias (2021) developed a comprehensive model,
putting together different constructs that were previously studied separately. On the other
hand, Libaque-Saenz et al. (2016) provided crucial insights into the connections between

trust and information privacy in telecommunications.

Therefore, this model attempts to confirm and test existing theories in the literature within
the Portuguese telecommunications market through the suggested hypotheses presented be-

low:

H1: Customer Satisfaction has a major influence on Customer Loyalty.
H2: Trust has a positive effect on Customer Satisfaction.

H3: Service Quality has a positive effect on Customer Satisfaction.
H4: Service Quality has a positive effect on Trust.

H5: Perceived Value has a positive effect on Customer Satisfaction.
HG6: Perceived Value has a positive effect on Trust.

H7: Privacy Risk has a positive effect on Trust.
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Figure 2. Proposed Conceptual Model

Service
Quality

Customer
Satisfaction

Perceived
Value

3.2. Survey and measurements

This study required the elaboration of a questionnaire, contained in a survey that was divided
into two major sections: the first one consisted of items measuring the research variables —
Customer Loyalty (CL), Customer Satisfaction (CS), Trust (TR), Service Quality (SQ), Per-
ceived Value (PV), and Privacy Risk (PR) — and the second one regarded customer profile
characteristics. To ensure well-grounded results, the measurement items in the questionnaire

followed previously validated studies from the literature.

Since this study is targeted at the Portuguese market, the survey was available exclusively in
Portuguese. This demanded a translation through the retro-translation method in which the
items were first translated into Portuguese and were later translated back into English by a
different individual, ultimately comparing the obtained and original items. It was also guar-
anteed a minimum of three items for each of the analysed constructs, which, according to
Hair et al. (2010), provides estimates with a higher level of confidence. Still, it was considered

crucial to shorten the total number of measures as Schmitt and Stults (1985) state it is an
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effective way to reduce potential exhaustion or distraction from respondents, ultimately lead-

ing to rather biased results.

Finally, all items were measured using seven-point Likert scales where 1 indicates strong dis-

agreement and 7 indicates strong agreement.

Table 1. Constructs and Measurement Items

Construct (Source)

Measurement

Customer Loyalty

CL1

I 'am loyal to my service provider.

CL2

I will not switch my service provider.

(Morgan & Govender,
If I was starting again, I would choose my current
2017) CL3 & ag Y
service provider again as my main service provider.
Considering everything, I am satisfied with my ser-
CS1
Customer Satisfaction vice provider.
(Morgan & Govender, CS2 My service provider always meets my expectations.
2017) I feel that my service provider gives me exactly what
CS3
I need.
TR1 I trust this company.
TR2 I feel that I can rely on this company to serve well.
Trust
_ TR3 I trust the billing system.
(Aydin & Ozer, 2005)
. I believe that I can trust this company will not try to
R4
cheat me.
Service Quality SQ1 My service provider has an excellent service quality.
(Morgan & Govender, SQ2 The network coverage/reception is good.
2017) SQ3  The internet speeds are fast.
PV1 I get value for money with my service provider.
Perceived Value
PV2  The tariffs and fees at my service provider are fair.
(Motgan & Govender,
My service provider has good prices and promotions
2017) PV3 y P good p P

compared to competitors.
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Privacy Risk
(Taylor et al., 2015)

Keeping my personal information and activities con-

PRl fidential is a high priority for my service provider.
My service provider regards information about my
PR personal life as a strictly private matter.
Guarding my personal information is one of the
PR highest priorities of my service provider.
PRA Overall, my service provider has a strong need to

protect my personal information.

3.3. Data collection and sample description

As was previously stated, the main research tool consisted of a structured questionnaire. The

responses to this questionnaire were collected in a survey developed on Google Forms web-

based software after a pre-test was done with a small sample of respondents. This process

allowed the optimization and assessment of the understanding of each item and the ques-

tionnaire as a whole. The final version of the survey (see Annex 1.) was subsequently shared
through e-mail and social media, collecting a total of 357 valid responses, gathered between

24th May and 6th June.

An altogether characterization of the sample is summarized in Table 2.

Table 2. Demographic Characteristics

Customer Profile

Frequency Percentage

Gender

Female 211 59,1%
Male 146 40,9%
Other 0 0,0%
Age range

18 to 24 76 21,3%
25 to 34 35 9,8%
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35 to 44 39 10,9%
45 to 54 83 23,2%
55 to 64 98 27,5%
65 or more 26 7,3%
Academic Degree
Elementary School 0 0,0%
Middle School 4 1,1%
High School 74 20,7%
Bachelor Degree 143 40,1%
Post-graduate 32 9,0%
Mastet's Degree 83 23.2%
PhD 17 4,8%
Other 4 1,1%
Fibre coverage in residence area
My current service provider has fibre coverage in

321 89,9%
my area
Other service providers, but not my current one,
have fibre coverage in my area 0 S
No service provider has fibre coverage in my area 6 1,7%
Professional situation
Student 61 17,1%
Employed 243 68,1%
Unemployed 4 1,1%
Retired 24 6,7%
Other 25 7,0%
Household size
1 Person 32 9,0%
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2 Persons 81 22.7%

3 Persons 103 28,9%
4 Persons 107 30,0%
5 or more persons 34 9,5%

Household net monthly income

Up to 750€ 15 4,2%

From 750€ to 1.500€ 53 14,8%
From 1.500€ to 2.250€ 77 21,6%
From 2.250€ to 3.000€ 73 20,4%
Morte than 3.000€ 139 38,9%
Grand Total 357 100,0%

3.4. Reliability and validity

This study involved performing several statistical tests to assess the data's reliability and va-
lidity before the hypotheses testing could be performed through Structural Equation Mod-
elling (SEM). The process included an Exploratory Factor Analysis (EFA), followed by a
Confirmatory Factor Analysis, among other statistical techniques that promoted the verifi-
cation and optimization of the measurement model. The software tools used to conduct

these analyses were IBM SPSS 27 and IBM AMOS 28.

3.4.1. Exploratory Factor Analysis (EFA)

Prior to the conduction of an EFA, the Kaiser-Meyer-Olkin measure for sampling adequacy
(KMO) and Bartlett’s sphericity test were performed to assess the data’s suitability for factor
analysis. According to Table 3., both these measures demonstrate the adequacy of the sam-
ple. On the one hand, an overall KMO of 0,945 may be evaluated as marvellous (Kaiser &
Rice, 1974) and significantly above the recommended minimum of 0,600 (Tabachnick &
Fidell, 2007). This number suggests a high proportion of variance among the variables de-

rived from the systematic or common variance and thus an appropriate sample for factor
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analysis. On the other hand, Bartlett’s sphericity test indicates a significance level of 0,000,
revealing that the correlation matrix differs from the identity matrix. The communalities were

also all above 0,600 (see Annex 2.). This scenario reinforces the adequacy of factor analysis.

Table 3. KMO and Bartlett's Test for Sphericity

Kaiser-Meyer-Olkin measure for sampling adequacy 0,945
Approximate Chi-Square 6848,133

Bartlett's Test for Sphericity Degrees of freedom 190
Significance 0,000

Concerning EFA, Principal Axis Factoring was the chosen extraction method combined with
Promax rotation. From the 23 items included in the questionnaire, three of them were re-
moved following the results of the analysis. The factor loadings of the items remaining in
the study ranged from 0,532 to 0,952 (see Annex 2.), above the cut-off value of 0,500 (Hair
et al., 2009). Regarding internal consistency of the variables, all factors revealed fairly high
Cronbach’s alpha (Taber, 2018), as demonstrated in Table 4.. These values suggest the high
reliability of the items measuring each of the dimensions in the study. In what comes to
item-total correlations, its values ranged from 0,554 to 0,858 (see Annex 2.), also above the

usually recommended value of 0,400.

3.4.2. Confirmatory Factor Analysis (CFA)

After conducting an EFA, a Confirmatory Factor Analysis (CFA) was performed to assess
the validity of the latent variables (Ahire et al., 1996). This test allowed measuring the level
to which the collected data suited the measurement model. It also assessed the validity of
the remaining 20 items in the measurement model before analysing the relationships of the
variables in the structural model. In other words, CFA aims to evaluate the construct validity
of a given measurement theory (Hair et al., 2009). Construct validity is usually assessed by
analysing convergent and discriminant validity for each latent variable (Fornell & Larcker,

1981). The first can be defined as the property of items related to a particular construct.
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These items typically converge or reveal a significant fraction of variance in common (Hair
et al., 2009). Among the indicators that are usually pointed out as relevant to evaluate con-
vergent validity are factor loadings. In this study, all items were statistically significant as they
loaded above 0,500 (Hair et al., 2009) — see Annex 2.. Furthermore, Table 4. presents other
insights on convergent validity with Composite Reliability (CR) and Average Variance Ex-
tracted (AVE).

Table 4. Cronbach’s alpha and convergent validity

Construct Cronbach’s Alpha CR AVE
Customer 0,776 0,789 0,564
Loyalty

Customer 0,902 0,937 0,833
Satisfaction

Trust 0,905 0,928 0,763
Service 0,891 0,911 0,773
Quality

Perceived 0,898 0,902 0,754
Value

Privacy 0,954 0,898 0,688
Risk bl bl bl

The former illustrates an aggregate view of the reliability of each construct and should have
a value of at least 0,600 (Bagozzi & Yi, 1988), although more recent research suggests a
minimum value of 0,700 (Hair et al., 2009). The latter represents the share of variance seized
by the construct compared to variance related to measurement error and should have a value
of no less than 0,500 (Fornell & Larcker, 1981). As Table 4. suggests, all the analysed con-

structs depict fair values, most of which are significantly above the minimum recommended.

On the other hand, discriminant validity tests whether concepts are unrelated, even if they
share similarities (Hair et al., 2009). As is demonstrated in Table 5., the values for squared
correlations between all constructs are below values for AVE, granting the existence of dis-

criminant validity in this study.
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Table 5. Discriminant Validity

Factor CL cS TR sQ PV PR
CL 0,564 0,301 0,343 0,295 0,184 0,495
CS 0,548 0,833 0,424 0,485 0,549 0,543
TR 0,586 0,651 0,763 0,248 0,156 0,397
sQ 0,543 0,696 0,498 0,773 0,312 0,527
PV 0,429 0,741 0,394 0,558 0,754 0,388
PR 0,703 0,737 0,630 0,726 0,623 0,688

Note: Below the diagonal — correlations between variables; Above the diagonal — squared correlations between variables;
Diagonal — AVE

Regarding model fit indices for the measurement model, the first evaluated index was y2/df,
a standard for overall fit. This measure indicates a good model fit with insignificant p-values.
However, throughout the last decades, new research has consistently demonstrated that the
significance level of y2/df depends on sample size (Kuo et al., 2009). Bentler and Bonnett
(1980) suggested that a more extensive sample would likely lead y?/df to attain the signifi-
cance level, implying an inadequate model. In the same line of thought, Hair et al. (2009)
also sustain that when considering a sample with more than 250 observations per observed
variable, significant p-values should be expected for y?/df. Therefore, a model's goodness-
of-fit should be assessed concerning multiple measures, including indices of absolute fit,

incremental fit, goodness-of-fit, and badness-of-fit (Hair et al., 2009).

As the table below suggests, all the values evaluating goodness-of-fit within the measurement
model indicate acceptable model fit for all indices following the recommended values from
Hair et al. (2009). The listed recommended numbers considered the authors' revision from
previous studies and have in mind the sample size and number of observed variables in this

study — 357 responses and 20 observed variables.
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Table 6. Measurement Model

Fit indices Recommended Value Result
¥ / df < 3,000 2,568
GFI > 0,900 0,904
AGFI > 0,800 0,865
RMSEA < 0,070 0,066
NFI > 0,900 0,945
CFI > 0,920 0,966
IFI > 0,900 0,966
TLI > 0,920 0,956
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4. RESULTS

4.1. Results of the hypotheses test

After developing the measurement model, the latter was linked to the proposed conceptual
model using SEM. Previous research in the management field has been keen on using Struc-
tural Equation Modelling as it offers a broad and valuable framework for statistical analysis.
SEM consists of statistical procedures that estimate and examine the connections between
observable and latent variables (Beran & Violato, 2010). Notably, it is a technique for data
analysis which incorporates linear regression with confirmatory factor analysis, frequently

being the ideal option for social sciences (Ecob & Cuttance, 1987).

As was previously done within the measurement model, Table 7. likewise displays the good-
ness-of-fit indices’ values for the structural model. Again, all numbers indicate a good model
fit for all indices following the recommended values from Hair et al. (2009), implying the

structural model fits adequately with the empirical data.

Table 7. Structural Model

Fit indices Recommended Value Result
X/ df < 3,000 2,520
GFI > 0,900 0,903
AGFI > 0,800 0,868
RMSEA < 0,070 0,065
NFI > 0,900 0,945
CFI > 0,920 0,966
IFI > 0,900 0,966
TLI > 0,920 0,958

Considering the structural model revealed a satisfactory fit, the analysis then proceeded to

estimate the path coefficients between variables, confirming or rejecting this investigation's
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suggested hypotheses. Table 8. portrays the results for the seven hypotheses in this study,
including standardised estimates, standard error, critical ratio, significance level, and final re-
sult of approval. Except for H4 and Ho, all hypotheses were significant (p<0,001) and con-

sequently accepted. The following subsections analyse the hypotheses' results in detail.

Table 8. Results of hypothesis tests

Hypothesis (Path) g S.E. C.R. P Result
H1 (CS - CL) 0,961 0,073 13,210 X Confirmed
H2 (TR — CS) 0,101 0,077 1,316 0,188 Rejected
H3 (SQ — CY) 0,701 0,082 8,540 ofok Confirmed
H4 (SQ — TR) 0,466 0,059 7,915 ofok Confirmed
H5 (PV — CS) 0,055 0,052 1,055 0,291 Rejected
H6 (PV — TR) 0,275 0,054 5,081 X Confirmed
H7 (PR - TR) 0,335 0,039 8,537 ofok Confirmed

Note: f — Standardised estimate; S.E. — Standard Error; C.R. — Critical Ratio; p — Significance; *** — p=0,000

4.2. Customer Satisfaction and Customer Loyalty

The results in Table 8. indicate the acceptance of H1 with a solid support (H1: $=0,961;
p=0,000), establishing customer satisfaction as the primary driver of customer loyalty in this
study. Such a conclusion is corroborated by previous research in the field. Indeed, Kim et al.
(2004) concluded that highly satisfied customers tend to stay with their current service pro-
viders and keep their subscriptions. Multiple studies firmly confirm the relationship between
customer satisfaction and customer loyalty in the literature, inclusively in the telecommuni-
cations sector (Aslam et al., 2018; Chuah et al., 2017; Colorado & Mesias, 2021; Gerpott et
al., 2001; Karjaluoto et al., 2012; Kaur & Soch, 2018; Morgan & Govender, 2017; Solimun
& Fernandes, 2018).
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4.3. Trust and Customer Satisfaction

Analysing the outcomes for H2, the numbers suggest its rejection (H2: $=0,077; p=0,188).
In fact, there is a positive yet frail and insignificant relationship between trust and customer
satisfaction, thus not supporting this hypothesis. Contrarily to what the reviewed literature
suggests, where the link between these two dimensions was frequently supported (Aslam et
al., 2018; Chiou & Droge, 2006; Kassim & Abdullah, 2008; Kim et al., 2009; Rasheed &
Abadi, 2014), it is essential to take into consideration the particularities of the Portuguese
telecommunications market. As was previously mentioned, this sector is characterised by a
high concentration, making it somewhat less competitive as the three major players tend to
adopt similar behaviours. This scenario might explain the insignificance of some constructs
in promoting the satisfaction of Portuguese customers. Indeed, as the main service providers
in the country have identical ways of conduct, trust does not reveal to be a key determinant

of customers’ satisfaction, having a rather neutral impact on it.

4.4. Service Quality, Customer Satisfaction and Trust

The empirical data also aligned with the hypothesized link between service quality and cus-
tomer satisfaction, thus confirming H3 (H3: $=0,701; p=0,000). Even if few researchers
found this relationship inconclusive (Morgan & Govender, 2017), this scenario seems to be
an exception to most of the previously made analyses. Therefore, with support from the
literature (Aslam et al., 2018; Colorado & Mesias, 2021; Kuo et al., 2009; Solimun &
Fernandes, 2018; Thaichon & Quach, 2015), this study concludes that customers’ assessment

of a service’s quality reflects their satisfaction with that service.

Similarly, values in Table 8. point out the confirmation of H4, establishing a connection in
which service quality promotes trust among customers (H4: 3=0,466; p=0,000). Once again,
other authors also hypothesized and confirmed this same tie in the past (Aydin & Ozer, 2005;
Colorado & Mesias, 2021; Thaichon & Quach, 2015), suggesting this is a crucial relationship

in the telecommunications market around the world.

4.5. Perceived Value, Customer Satisfaction and Trust

This study's findings indicate that the link between perceived value and customer satisfaction

is not supported (H5: 3=0,055; p=0,291). Even if there is a positive relationship between
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these two constructs, the connection is insignificant, conversely to what is often verified in
the marketing literature (Colorado & Mesias, 2021). Therefore, a justification for this result
might lean predominantly on two factors. Firstly, as was noted before, this study regards
perceived value from a functional point of view, emphasising price and value for money.
Considering this assumption, the rejection of H5 aligns with findings from Kim et al. (2004),
where the effect of pricing structure on customer satisfaction was not statistically verified,
concluding that the former has little to no impact on the latter. A second reason for this
outcome might be related to the concentration of the Portuguese telecommunications mar-
ket. According to OECD (2021), broadband prices are reasonably high, and service providers
have no incentive to change them, as competition is low due to high concentration. This
situation might reinforce perceived value's negligibility on satisfaction according to the re-

ferred assumption.

Oppositely, the gathered data implies the acceptance of H6 (H6: 8= 0,275; p=0,000), hence
confirming a positive link between perceived value and trust. This finding is in line with the
literature, as this relationship has consistently been confirmed over the years. In fact, studies

in multiple fields, including the telecommunications sector, have reached similar conclusions

(Colorado & Mesias, 2021; Karjaluoto et al., 2012).

4.6. Data Privacy and Trust

Table 8. suggests that privacy risk positively affects trust, confirming H7 (H7: 3=0,335;
p=0,000). The confirmation of this relationship is fundamental for this analysis, as there was
little study of this particular link within the telecommunications field. Still, the findings are
in line with conclusions from Libaque-Saenz et al. (2016), in which multiple dimensions of

privacy and information risks are related to trust and evaluated in a thorough model.
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5. CONCLUSION

5.1. General conclusions

The Portuguese telecommunications market is well-developed due to the continuous invest-
ment made by the major service providers in the past decades. Despite institutions' state-
ments referring to its relatively low competition, the country usually ranks among the best in
Europe in broadband capacity and high-speed internet, which covers the vast majority of

the country. As was previously mentioned, the characteristics of this market make it unique.

This study's primary goal was to combine the most critical determinants of customer loyalty
and satisfaction in the telecommunications sector, considering the vast literature in the field
to select the necessary constructs. Thus, the impact of service quality, trust and perceived
value on customer satisfaction was hypothesized and estimated. Besides, it aimed to develop
a model where customers' perceptions of privacy risk were included since the subject is an
increasing point of focus worldwide and its relevance in Portugal is currently more significant
following the public debate on the "Metadata Law". The links between variables were as-
sessed through structural equations after the reliability and validity of the data were con-

firmed.

Despite having negligibly different objectives, few investigations have been developed in Por-
tugal with a similar approach to loyalty in telecommunications (Coelho, 2020; Monteiro,
2013). This study's considerable sample size and the multiple tests performed on the ques-
tionnaire, its measurements and constructs contribute to high confidence in the trustworthi-
ness of this study's findings. Hence, this investigation represents a notable addition to the
literature as it evaluated the suggested hypotheses in the sector. Not only does it confirm
some major accepted views on the subject, but it also establishes the differences the field has
in the country compared to other nations. Notably, the insignificance of trust and perceived
value on customer satisfaction were majorly explained by market particularities. Still, the
prominence of service quality in driving satisfaction in this field was also demonstrated by
Kim et al. (2004) through a descriptive statistical analysis of empirical data. Furthermore,
this study provides unique insights into how privacy risk relates to trust, as this relationship
in the telecommunications market was scarcely analysed in the past. In fact, privacy risk was

demonstrated to be one of the drivers of trust for Portuguese clients with solid support.
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5.2. Managerial implications

This study's findings also provide critical information for managers in the Portuguese tele-
communications field. As the market is mature, service providers should adapt their strate-
gies to promote longer customer-firm relationships, increasing loyalty. The analysis was keen
on concluding that satisfaction is undoubtedly the primary driver of customer loyalty. Fur-
thermore, the results demonstrated that satisfaction is more likely to be explained by service
quality, suggesting that the head of organisations should focus on building methods that
promote it. Such strategies can deliver a sustainable competitive advantage for mobile oper-

ators if implemented successfully.

For companies aiming to foster trust among their clients, this study's main conclusions also
suggest the importance of emphasising the dedication to preserving customers' data safely.
Indeed, their perceptions on this matter influence trust in a given service provider. Therefore,
telecommunications companies should protect users’ data through transparent policies on

how they store it and under which circumstances they are allowed to use it.

5.3. Limitations and further research

As in all academic domains, this study is not without limitations that might require some
consideration in the analysis of its findings. Certainly, there are no absolute truths. The first
limitation is related to the sample used in this study. Despite trying to maximise its random-
ness and diversity, the results only refer to this sample and comprise the Portuguese market.
Therefore, its generalisation to other countries should be made carefully. In addition, it con-
siders solely one of the various dimensions of perceived value. Future research can explore
this construct within its multiple extents. Thirdly, this study did not examine a potential me-
diating role of satisfaction in an indirect relationship between service quality, trust, and per-
ceived value on customer loyalty. Similarly, this subject is suggested to be studied in further
research. Finally, as there was a scarce investigation made on privacy risk regarding the tele-
communications sector, it is recommended that, in the future, its effect is analysed in differ-

ent counttries.
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Annex 1.

Lealdade e Prote¢dao de Dados nas Telecomunicagdes

O presente questionario surge no ambito de uma dissertagao do Mestrado em Gestao
da Faculdade de Economia da Universidade do Porto.

O seu principal objetivo é compreender os fatores que conduzem a lealdade dos cli-
entes de telecomunicagoes em Portugal, bem como o impacto que a percecdo de pro-
tecao de dados pode ter na mesma. A resposta ao questionario demorara entre 2 a 3
minutos.

Os resultados serao tratados exclusivamente em contexto académico.

Caso surja alguma duvida referente ao presente questionario, ou a investigagao no ge-
ral, encontramo-nos ao dispor para qualquer esclarecimento adicional:
up201705587@up.pt.

Grato, desde ja, pela disponibilidade e cooperagao,

José Torrao Pinheiro

Seccao 1

Sou leal a0 meu provedor de servigo.

Nao vou trocar o meu provedor de servico.

Se fosse comegar de novo, escolheria 0 meu atual provedor de servico novamente
como o meu principal provedor de servigo.

No futuro, tenho inten¢des de adquirir produtos/contratos adicionais do mesmo
provedor de servigo.

No global, estou satisfeito com o meu provedor de servigo.

O meu provedor de servico cumpre sempre as minhas expectativas.

Sinto que o meu provedor de servico me da exatamente o que preciso.

Secgdo 2

O meu provedor de servi¢o tem uma excelente qualidade de servigo.

A cobertura/rececio da rede é boa.

A velocidade de internet ¢ rapida.

O meu provedor de servico tem um 6timo atendimento ao cliente.

Obtenho uma boa relacao qualidade/preco com o meu provedor de servico.

As tarifas do meu provedor de servico sao justas. (Ex.: tarifario mével ou pacote fi-
bra)

O meu provedor de servico tem bons pregos e promogdes quando comparado com
0s concorrentes.
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Secgdo 3

Confio no meu provedor de servigo.

Sinto que posso contar com o meu provedor de servi¢o para me servir bem.

Confio no sistema de faturacio.

Acredito que posso confiar que o meu provedor de servico nao ird tentar enganar-
me.

O meu provedor de servico é de confianga porque se preocupa principalmente com
os interesses do cliente.

Manter as minhas informagoes pessoais e atividades de forma confidencial é uma
grande prioridade para o meu provedor de servigo.

O meu provedor de servico considera a informagao sobre a minha vida pessoal um
assunto estritamente privado.

Proteger a minha informagao pessoal é uma das maiores prioridades do meu prove-
dor de servico.

No geral, o meu provedor de servico tem uma forte necessidade de proteger a minha
informacao pessoal.

Seccao 4

Género

Feminino
Masculino
Outro

Faixa etaria

Entre 18 e 24 anos
Entre 25 e 34 anos
Entre 35 e 44 anos
Entre 45 e 54 anos
Entre 55 e 64 anos
65 ou mais anos

HabilitacGes literarias

Ensino Primario
Ensino Basico
Ensino Secundario
Licenciatura
Pés-graduacgao
Mestrado
Doutoramento
Outro
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Disponibilidade de fibra 6tica na sua area de residéncia

Sim, o meu atual provedor de servigo disponibiliza servigos com fibra 6tica na minha
area de residéncia

Sim, outro provedor de servico que nao o meu disponibiliza servicos com fibra 6tica
na minha 4rea de residéncia

Nao, nenhum provedor de servigo disponibiliza servicos com fibra 6tica na minha
area de residéncia

Situagao profissional

Estudante

Principalmente trabalhador
Desempregado

Reformado

Outro

Numero de membros do agregado familiar

1 Pessoa

2 Pessoas

3 Pessoas

4 Pessoas

5 ou mais Pessoas

Rendimento mensal liquido do agregado familiar

Até 750€

De mais de 750€ até 1.500€
De mais de 1.500€ até 2.250€
De mais de 2.250€ até 3.000€
Mais de 3.000€
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Annex 2.

Communalities and Factor Loadings

Commu- Item-total EFA Load- CFA Load-
Construct Item . . . . .
nalities correlation ings ings
CL1 0,651 0,554 0,801 0,537
Customer CL2 0,780 0,656 0,876 0,675
Loyalty
CL3 0,618 0,642 0,532 0,802
Cs1 0,756 0,759 0,859 0,859
Customer Cs2 0,796 0,776 0,886 0,885
Satisfaction
CS3 0,767 0,783 0,870 0,871
TR1 0,755 0,826 0,848 0,870
TR2 0,817 0,858 0,874 0,909
Trust
TR3 0,640 0,709 0,786 0,750
TR4 0,748 0,727 0,849 0,775
sQ1 0,757 0,788 0,717 0,905
Service
Quality SQ2 0,832 0,681 0,906 0,763
SQ3 0,843 0,663 0,914 0,747
PV1 0,746 0,737 0,856 0,887
Perceived PV2 0,853 0,684 0,918 0,876
Value
PV3 0,693 0,698 0,823 0,830
PRI 0,758 0,738 0,859 0,866
. PR2 0,855 0,726 0,923 0,920
Privacy
Risk PR3 0,907 0,725 0,952 0,946
PR4 0,869 0,735 0,931 0,946
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