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Abstract— Everyday life is unimaginable without
telecommunication services; they are the significant players
in the national economy. All business activities, including
the ones of telecommunication services, are directed
towards the satisfaction of customers’ needs and wants,
and hence towards the profit earning. This process, in its
turn, entails the formation of different company/customer
relations, where both parties want to gain something
out of these relations. The company strives, first of all, to
increase the turnover and profit, while the customer wants
to receive the desired services, information and the proper
attitude. These customer gains can be basis of the loyalty
formation, that is very important for the company, because
the process of attracting new consumers always involves
spending money, time and energy. The goal of this work is
to explore the loyalty formation process and its peculiarities
in the telecommunication services. Based on the results of
the study, it was found that the experts rated the offer of
corporate loyalty programs at the lowest, then followed the
service offer and the price, but slightly higher the service
quality. The experts assigned the highest rating to the
prestige of the service. Based on the low assessment of the
experts in the telecommunication industry of the loyalty
program offer, the authors propose the conceptual consumer
loyalty model for the practical use.

Keywords—Consumer satisfaction, loyalty, relationship
management, telecommunication services.

I. INTRODUCTION

The importance of the behavioral economy nowadays
is an indisputable concept, which is confirmed by
the Nobel Prize awarded economist Richard Thaler.
Focus on consumers, the research and satisfaction
of their needs is geared towards the use of consumer
relationship management within the company. The
consumer satisfaction and its management have become
the foundation of the company’s competitiveness and the
integral part of the business. On the basis of the research
carried out, the cost of attracting a new consumer is 5-10
times higher than selling to an existing consumer, and the
existing consumer spends 67% more money than new
consumers [1]. Therefore, the company’s mission is to
develop asystem that would ensure the consumer’s desire to
re-purchase and stay in touch. By gaining an understanding
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of the factors that shape consumer loyalty and using them
skilfully, the company earns the greater customer trust
and significantly increases its competitiveness. Properly
researched and understood the consumer satisfaction
factors form a competitive advantage of the company.
The telecommunications companies in Latvia do not
have the sufficient understanding of the customer relation
management, especially the benefits of it.

The current study focuses on the factors affecting the
consumer loyalty in the telecommunications sector, albeit
the consumer loyalty formation process can never been
finished, it is a business improvement mechanism. There
are different consumer management systems, however,
the unifying criterion for all of them is a satisfied, loyal
customer that would ensure the competitiveness in the
long run.

The goal of this work is to find out the main factors of
consumer loyalty in the telecommunication sector and to
define the peculiarities of this process, which would allow
companies to improve their performance and ensure their
competitiveness.

To achieve the goal, the following tasks were set:

1. To analyze the theoretical factors of consumer loyalty
formation.

2. To describe the telecommunications sector and its
development in Latvia.

3. To determine the main factors and peculiarities of
consumer loyalty formation in the telecommunication
industry with an expert interviews.

In order to determine the consumer loyalty trends in
Latvia and to put forward the proposals for improvement
of consumer loyalty formation, the experts have been
interviewed during the research and the following
restrictions have been identified: the problem is mainly
studied from the methodological aspects. The research
period: January 1, 2019 — March 1, 2019.

The following research methods have been used: the
logical-constructive method - comparison of theoretical
material and empirical results; the graphical method - for
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the visualization and analysis of the visual information, as
well as the expert interviews. The methodological basis
of the research consists of the works and publications by
R. Brandt, C. Homburg, I. Howard, and others, which
provide an insight into the factors and processes of the
consumer loyalty formation.

IIL. MATERIALS AND METHODS

Consumer satisfaction is one of the necessary
conditions for building the long-term and beneficial
business relationships with consumers, but loyalty is one
of the most important end results. Loyalty is the result of
the consumer’s perception of the supply (product, service,
brand, etc.), which has led to positive attitudes (cognition,
trust and emotional) and positive action regarding the
offer (repeated purchases, additional purchases, high
consumption intensity, etc.) [2]. The process of attracting
new customers to business is much more expensive than
keeping the existing ones, since the regular consumers
spend more, but the company costs less [3]. The
researchers [4] have found that only about 15-20% of the
costs necessary to attract new consumers are sufficient to
maintain the loyal consumers. Based on empirical studies,
the other authors [5] claim that costs of attracting the new
consumers is 5 - 7 times higher than keeping the existing
ones.

Most empirical studies show that there is a close
relationship between consumer satisfaction and loyalty [6]
—[7]. There is no single point of view on this relationship.
Some researchers believe that the type of relationship
may depend on the market situation, the characteristics
of the offer, the peculiarities of the target audience. In
markets with intense competition, it has been shown, the
relationship between consumer satisfaction and loyalty
is characterized by a progressive graphical form, but in
markets with a relatively low intensity of competition
it is characterized by a digressive graphical form [8] —
[9]. The empirical studies have demonstrated that there
is a relationship between the consumer satisfaction
and loyalty, which can be graphically represented by a
S-shape, because only when the consumer is seduced, the
loyalty rises very fast; when he is in the indifference zone,
the loyalty is stable, but the location in the frustration
area leads to the loss of loyalty [10]. Other researchers,
however, have found occasionally the illogical situations
when there are the satisfied, but ill-fated consumers and
the unhappy and loyal consumers [11] — [12].

The researchers in the service sector [13] have argued
that the customer loyalty is influenced by the service
quality, the emotional satisfaction and the corporate image
/ reputation. The authors have come to this conclusion
after a survey of 600 respondents — the service company
clients in Greece. Other authors [14] — [15] — [16]
demonstrated that the quality of the product and the image
of the company directly or indirectly affect the consumer
loyalty in other sectors. Still, the authors of the current
article disagree with the opinion of the above-mentioned
authors that the emotional satisfaction is considered to be
a factor influencing loyalty, because in essence emotion

is a component of the loyalty attitude dimension, and the
satisfaction is the result of the consumption.

In Norway, a special Consumer Satisfaction and
Loyalty Measurement (EPSI) rating was developed based
on the relevant model (see Figure 1). The model shows
that the values perceived by the consumer includes: the
image of the company, the consumer’s expected supply
values, the actual quality of the product and the quality of
service. These perceived values determine the satisfaction
and the resulting consumer loyalty [17]. Firstly, the model
assumes that all factors affecting satisfaction can also
affect directly, i.e. without the consumer’s perception.
In our opinion, this can be true for the consumers with a
high degree of loyalty, when the pre-purchase selection
is practically automatic. Secondly, the image of the
company and the quality of service can directly affect
loyalty even without a stage of satisfaction. Obviously,
this relationship also depends on the level of loyalty of the
consumer, that is, the higher the level loyalty — the higher
the level of satisfaction.

Perhaps the study of loyalty attitudes and dimensions
of action would have led to other conclusions about the
direct impact of loyalty on the progress. The authors of
the current research also disagree with the thesis that
expectations of the consumer offer is related to values
that affect the satisfaction. Before the satisfaction /
dissatisfaction is determined, the actual and the expected
offers are being compared, and this largely psychological
process is linked to the perception of the consumer.
Meanwhile, the monetary value is not included in the
model unreasonably (see Figure 1).
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Fig. 1. Loyalty model according to EPSI rating (Source: Authors’)

Based on the analysis of the advantages and
disadvantages of loyalty models discussed above,
the authors recommend to introduce the conceptual
consumer loyalty model for the practical use (see Figure
2). This model is versatile in its nature, but can be used
in practice, taking into account the peculiarities of the
industry / product / brand.

It might be concluded, that the consumer loyalty
processes include the following logically related
elements:

* Factors influencing loyalty (values);
* Perception of consumer values;

* Peculiarities of the target audience;
» Consumer satisfaction;

* Dimensions of consumer loyalty.
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Fig. 2. Conceptual model of consumer loyalty formation (Source:
Authors”)

The loyal consumers have the following characteris-
tics: they buy more and remain faithful for longer, they
are less sensitive to the price increase, and they recom-
mend other consumers to buy and consume / use a par-
ticular product / a brand. It is beneficial to the company,
because:

e Communication from mouth to mouth costs nothing;

e Recommendations contain specific information based
on the consumption / use experience.

e Communication comes from friends and / or acquain-
tances one can trust.

In essence, the consumer loyalty increases the value
and competitiveness of a business because:

e [t requires the lower costs for attracting consumers;
e Stable consumer database;

e Increase the product / brand prices within certain lim-
its;

e Promote product sales and profits;

e Promotes a positive image and reputation of the com-
pany.

Of course, the peculiarities of the loyal consum-
er behavior and the benefits of the company depend on
the level of loyalty. Therefore, it is necessary to study in
more detail the loyalty process in a specific sector of the
economy.

III. RESULTS AND DISCUSSIONS

Analyzing studies by various authors, it can be
concluded that there are differences in understanding of
the satisfaction process in three sectors of the economy:
in the consumer goods sector [18] — [19], in the industrial
goods sector [20], and in the service sector [21] — [22].
The object of the research of the current study - the
telecommunications sector - is included in the service
sector.

At the moment, there is a huge increase in the
volume of information transmission in the world and the

corresponding development of the telecommunications
networks. Today’s life is hard to imagine without the
modern telecommunication means. The development of
mobile telecommunication, cable television and fiber
optic transmission systems, the strengthening of radio
and television broadcasting stations create the increased
demand for the services in question (see Figure 3).
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Fig. 3. Telecommunications industry turnover in Latvia in 2013 —

2017 (Thousands of EUR)
(Source: Authors’ according to www.csb.gov.lv)
Despite the current growth rates in the

telecommunications industry, the internal competition
within the industry is increasing. On this basis, companies
in the telecommunications sector need a tool that would
ensure the competitiveness and create the continuous
business relationships with the consumers.

Expert methods are increasingly used in the assessment
and forecasting of socio-economic processes. The expert
survey is mainly used for diagnosing and forecasting
industry problems and analyzing and solving the research
problem [23]. The expert is a qualified specialist in the
field who expresses his / her opinion, for example, in
the evaluation of the activity. In addition, the expert can
evaluate different (significant and insignificant) factors,
goals, better ways to achieve them, performance results,
etc. Thus, the authors of the article have chosen the method
of expert survey for the research, which is considered one
of the most suitable methods for assessing loyalty in the
telecommunications sector. Unlike statistical methods,
the experts take into account a number of non-analyzed
factors due to their experience and knowledge of the
situation in the telecommunications sector.

In the implementation of the expert survey method, the
authors followed four stages.
1. Preparation of the expert survey. The following tasks
were solved at this stage:
e the problem to be investigated was formulated
and the purpose of the expertise was
clarified - to evaluate loyalty processes in the
telecommunications sector in Latvia;
e based on the purpose of the expertise as well
as the specificity of its object, a specific expert
method was selected - a survey with structured
questions;
e A questionnaire was developed.
2. Selection of experts and composition of the expert
group. At this stage, the numerical composition of the
expert group was determined, the expertise of the expert
group was analyzed, and the experts were provided
with the necessary information. After consulting with
several experts and taking into account the expertise of
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the experts in this field, the authors identified a group of
nine experts. When selecting experts, the authors of the
thesis were guided by the experience and knowledge of
the specialists and by the ability to understand the whole
process. Potential experts responded to questions about
loyalty factors and the specificities of the telecom sector
and, on the basis of this scale, assessed their level of
competence in each issue, scoring the maximum in the
area in which the specialist is best. The authors then
compared the individual evaluations of each specialist
with the average self-assessment of all potential experts
on all issues. The level of competence of a numerically
potential expert was assessed by the formula [24]. As
a result a group of experts was formed to include the
selected experts, altogether 12 persons, that met all
preconditions.

3. Characteristics of the expert survey. The expert survey
was conducted in January-February 2019. Based on the
objectives of the expertise and taking into account the
peculiarities of the expert group, the authors of the thesis
chose the following expert survey characteristics:

e An individual survey, where experts participate
independently from each other;

e Extramural survey, where experts provide
individual responses without the direct assistance
of the organizers of the expertise;

e A closed-type survey when each expert is not
informed about the answers of other experts;

e Closed-ended questions, where for each evaluation
(according to Likert’s scale in a 10-point system,
1 very low, and 10 very high), a certain scale
has been given above, and the expert only has to
choose one of the quantitative assessments.

4. Statistical methods of processing and analysis of expert
assessments. If expert evaluations are given in scores, a
broad statistical analysis can be performed. Using the
SPSS computer program, the authors calculated the
following indicators:

e the amount of expert assessment;
Average Arithmetic Expert Assessment (X);
Median (Me);
Mode (Mo);
Variation amplitude;
Standard deviation;

e Coefficient of variation [25].
Based on the factors influencing loyalty, five blocks of
questions were created - service and service quality,
service price, service provider’s business performance,
service prestige and service provider program offerings.
The results are depicted in the Table 1.

TABLE 1 EVALUATION OF THE LOYALTY FORMATION FACTORS BY THE EXPERTS
IN THE TELECOMMUNICATIONS (SOURCE: AUTHORS”)
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522 0.80 6.00 | 2.00 | 239 5.69 5.08 8.00 |[47.00

Quality of service
and servicing

4.44 0.75 5.00 | 5.00 | 224 5.03 5.61 7.00 | 40.00

Service price

4.33 0.75 500 | 5.00 | 224 5.00 5.73 7.00 |39.00

Performance evaluation of the service
provider company

6.78 0.83 8.00 8.00 [ 2.49 6.19 4.08 10.00 | 61.00

Service
prestige

3.78 0.89 3.00 1.00 | 2.68 719 7.89 8.00 | 34.00

provider loyalty
programs

Offer of service

Inordertoassess the situation in the telecommunication
sector, the authors of the article conducted analysis of the
results of the expert survey (see Table 1). As it can be
seen, the lowest rating (X = 3.78; Me = 3.0; Mo = 1.00)
was assigned to the criterion “service provider loyalty
program offer”. Mostly, it was due to the lack of loyalty
programs or an ineffective operation. This is a significant
score, as consumer loyalty is a very important indicator
of competition. It is also apparent from the data on the
company’s own performance (X =4.33; Me =35, 00; Mo =
5.00) and service prices (X =4.44; Me=5; 00; Mo=5.00).
The experts pointed out that the cause of the termination
of the service is mostly related to the telecommunications
companies themselves. This fact points to the unfair
behavior by the company and the restriction of consumer
choice. According to the information provided by the
telecommunications industry, the business services are
used by the consumers over a long time period, but there
are signs of the forced loyalty, according to the experts. In
general, it should be noted that the indicators have rather
low ratings and a large amount of variation (see Table 1).
In addition, there is a pronounced trend - the lower the
average arithmetic (X,), the greater the variation volume.
This means that different companies have different
valuations for different aspects.
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Iv. CONCLUSIONS AND
RECOMMENDATIONS

1. Consumer loyalty is the result of the perception of
supply by consumers, which has led to positive
attitudes and favorable behavior for the company.

2. The consequences of consumer loyalty are diverse,
but its main aim is to facilitate the repeated purchases.
Other signs of loyalty - low sensitivity to prices and
positive “mouth-to-mouth” communication are less
typical because they do not relate to retail valuation
as a whole but rather to attitude to the individual
products / brands.

3. Based on the results of the study, it was found that the
experts rated the offer of corporate loyalty programs
at the lowest (3.78), then followed the service offer
(4.33) and the price (4.44), but slightly higher the
service quality (5.22). The experts assigned the
highest rating to the prestige of the service (6.78).
Evaluations, in general, are very low, but do not
reveal the real reasons for the assessment that goes
beyond the present study.

4. Based on the low assessment of the experts in the
telecommunication industry of the loyalty program
offer, the authors propose the conceptual consumer
loyalty model for the practical use (see Figure 2). This
model is versatile in nature, but should be used by
taking into account the peculiarities of the industry /
product / brand. From the point of view of the authors,
the loyalty model (see Figure 2) should be the basis
of the relationship with the consumer formation and
management process.

5. In the telecommunications sector, the consumer
loyalty should be addressed more specifically, since
by now there has been a little research.
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