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Abstract - Research purpose attempts to investigate the relationship between service quality, consumer satisfaction and 
brand loyalty in the Mongolian  telecommunication sector.312 Survey responders from social network were selected to 
answer to a questionnaire. The research declared that service quality significantly affects both brand loyalty and customer 
satisfaction. Result demonstrates  that organizations which  want to sustain competition need to recognize what their clients 
need and satisfy them. Customer satisfaction highly influenced to brand loyalty. Therefore, managers need to measure 
Service quality by customer satisfaction in order to enhance brand loyalty. 
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I. BASIS FOR TOPIC 
 
In the recent years, Firms working in rising 
aggressive markets like Mongolia must strive for 
service quality perfection  to win customers and to 
sustain competitive. Mongolian society and economy 
moved centrally planned economy to market 
economy since 1990.At that time, Private sector 
didn't develop and government was led landline 
telephone network, radio television and postal 
service. The population distribution was smaller than 
the size of the area and landline telephone network 
service didn't enough develop in country sides. In 
order to fix telecommunication problem, The 
Government announced open tender of cellular 
network amongst private firms  in 1995.First cellular 
operator service   started since 1996.Currently,Four 
cellular operators competition in Telecommunication 
market(Mobicom 1996,Skytel 1999,Unitel 
2006,Gmobile 2007) and Mongolian mobile phone 
users growth until 3 millions.This study aims at 
investigating if service quality significantly affects 
customer satisfaction and brand loyalty. 
 
II. LITERATURE REVIEW  
 
The service profit chain, first proposed by Heskett et 
al (1994), provides one of the most powerful and 
widely related perspectives on this topic. Within the 
service profit chain, service quality is driven, 
primarily, by employee satisfaction, which, in turn is 
influenced by HR practices. The overall chain sees 
service quality driving customer satisfaction, which 
creates customer loyalty leading to growth and profit.  
The specific relationship between employee 
satisfaction, service quality and customer satisfaction 
has been the subject of a number of empirical studies. 
The relationship is often described as the ‘satisfaction 
mirror’ reinforcing the idea that business success 
results from employee satisfaction being ‘reflected’ in 

terms of customer satisfaction cast some doubts on 
the strength of the relationship, the balance of 
evidence suggests that employee satisfaction is a key 
driver of service quality. Voss et al (20041 ), for 
example, find that ‘employee satisfaction directly 
affects both service quality and customer 
satisfaction’, whilst Vilares and Coehlo (2003) are so 
convinced about the fit that they recommend changes 
to one of the existing customer satisfaction indexes 
(ECSI) to recognise the ‘cause and effect relationship 
between employee behaviour and customer 
satisfaction’.  
2.1 Brand loyalty  
The concept and features of the brand are very 
important to customer satisfaction.The brand loyalty 
is defined by how the brand reaches the 
consumers.Use of brand products affects social status, 
symbols, appearance, and value.The consumer 
repurchases the brand and resists switching to 
another. Baldinger and Rubinson (1996) separated 
brand loyalty into a two-dimensional construct, 
consisting of attitudinal brand loyalty and behavioral 
brand loyalty. Brand loyalty includes intention to 
repurchase and brand commitment (Bennett and 
Rundle-Thiele, 2002). Jacoby et al. (1977) found that 
a high level of brand loyalty indicates a tendency to 
buy only a signal brand in a product category, not a 
multi-loyalty purchase intention. 
2.2 Service quality 
The quality of the service is a prerequisite for 
customer satisfaction. Special characteristic 
influences specially for company. Introducing new 
service  a  is one way to get satisfaction. 
Understanding the consumers needs and 
accumulating experience can provide a good 
condition.The measurement of subjective aspects of 
customer service depends on the conformity of the 
expected benefit with the perceived result. This in 
turns depends upon the customer's expectation in 
terms of service, they might receive and the service 



International Journal of Management and Applied Science, ISSN: 2394-7926                                                 Volume-4, Issue-3, Mar.-2018 
http://iraj.in 

How Service Quality Influences on Customer Satisfaction and Brand Loyalty: In Case of Mongolian Telecommunication Sector 
 

58 

provider's ability and talent to present this expected 
service. Successful companies add benefits to their 
offering that not only satisfy the customers but also 
surprise and delight them. Delighting customers is a 
matter of exceeding their expectations.Pre-defined 
objective criteria may be unattainable in practice, in 
which case, the best possible achievable result 
becomes the ideal. The objective ideal may still be 
poor, in subjective terms.Service quality can be 
related to service potential (for example, worker's 
qualifications); service process (for example, the 
quickness of service) and service result (customer 
satisfaction). 
2.3 Customer satisfaction 
A review of existing business literature provides 
several definitions of customer satisfaction.Customer 
satisfaction can be defined as “the consumer’s 
fulfillment response. It is a judgment that a product or 
service feature, or the product or service itself, 
provided (or is providing) a pleasurable level of 
consumption-related fulfillment, including levels of 
under- or over fulfillment”.proposes three 
components of satisfaction: cognitive, affective and 
conative. Also, intention to return or purchase again 
is highly correlated with customer satisfaction. The 
cognitive component has been posited in various 
consumer satisfaction models to be an antecedent to 
loyaltyOliver (1997). 
2.4 Service quality and Customer satisfaction  
Relationship between service quality and customer 
satisfaction is most important factor in company’s 
future sustainable survival. Customers form service 
expectations from past experiences, word of mouth 
and marketing communications.In general, customers 
compare perceived service with expected service, and 
which if the former falls short of the latter the 
customers are disappointed. 
2.5 Service quality and Brand loyalty 
In marketing concept, the achievement of the overall 
organizational goals depends on how best is a 
company in delivering satisfactions better than the 
competitors (Kotler and Armstrong, 2010). The 
success of businesses often depends on the frequency. 
Also, at each customer contact it should be proof that 
improved value is delivered to the customer. This is 
because the customer today is informed; he 
understands the motives of marketers and does not 
give in easily. Hence, it becomes a herculean task to 
build brand loyalty. However, once achieved it can 
promise great success to any organization. Generally 
speaking, Service Quality and Customer Satisfaction 
are closely related. The higher service quality, the 
higher customer satisfaction. Service quality has a 
highly  correlation with customer satisfaction, 
financial performance, manufacturing cost, customer 
retention, customer loyalty, brand loyalty and the 
success of marketing strategy (Cronin et al., 2000; 
and Wong et al., 2008). Through service quality, 
organizations can reach a higher level of customer 

satisfaction, and can maintain a constant competitive 
advantage (Meuter et al., 2000). 
2.6 Conceptual Framework 
Based on the detailed literature survey outlined 
above, the authors propose a conceptual framework 
as shown in Figure 2. In this model, service quality is 
an antecedent of customer satisfaction and also brand 
loyalty. Further, customer satisfaction serves as a 
mediator between service quality dimensions and 
brand loyalty. Customer satisfaction depends on the 
five dimensions—tangibles, reliability, 
responsiveness, assurance and empathy. 

 
Hypothesis: 
H1: Service Quality positive influences on Customer 
Satisfaction 
H2: Service Quality positive influences on Brand 
Loyalty 
H3: Customer Satisfaction positive influences on 
Brand Loyalty 
 
III. DATA SAMPLE 
 
The data sample collected from Mongolian Social 
Network Users and we have distributed 312 
questionnaires to internet users by online. Response 
rate was approximately  96%.Survey  has total  28 
questions and 7 of these are for personal data 
information, others are for behavoiural questions. 
 
IV. PERSONAL DATA INFORMATION 
 
Age of respondents 
Age of Respondent The frequency analysis of the 
questionnaire indicates that of the total of 304 
respondents 43,9% were between 21-30 year ages, 
20,5% were between 30-50 year ages and 35.5% were 
below 21 year ages .  
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Gender of Respondents 
The frequency analysis of the questionnaire indicates 
that  the total of 304 responders 54% were males and 
46% were females. The result demonstrates that male 
respondents indicates more enthusiasm toward 
current investigation than female.  

 
 Education of Respondents 
61% of total participants have bachelor degree and 
29% have education of High school. 

 
Income of Respondents 
The frequency analysis of the questionnaire indicates 
that of the total of 304 respondents 53% have income 
below 500,000, 21% have 500,000-700,000, 14% 
have 700,000-900,000 and 7% are 1100,000-
1300,000 and only 5% have more than 1300,000. 

 
 
 
 
Job position of Respondents 
62% of responders work in private and public 
companies. Graphic shows that Workers were 
actively involved in the survey. 

 
 
Cellphone operator of Respondents 
47% of Responders use  Mobicom Cellphone 
Operator and 39% are customer of Unitel. 

 
 
Cellphone operator usage time  
45% of participants used current cellphone operator 
higher than 5 years and 27.7% used 1-2 years. 

 
 
V. DATA ANALYSIS 
 
a. Descriptive analysis  
Cronbach’s Alpha values of Service Quality, 
Customer satisfaction and Brand loyalty is  .912, .891 
and .922 which is above from 0.70 which is 
recommended for social sciences standard for 
research. It shows the data consistency among the 
questions. In this statistics mean values and standard 
deviation of all variables show its consistency. 
 

Variables Reliablity Means Standardard 
deviation 

SQ 0.912 3.4585 1.04827 
SAT 0.891 3.9243 1.00882 
BL 0.922 3.8342 1.02013 

 
Table 1: Descriptive statistics 
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b. Correlation Analysis 
The correlation analysis shows that there is positive 
significant relationship between Service quality 
relation with customer satisfaction as the correlation 
value is 0.763 and also positive significant 
relationship has been found between service quality 
relations with brand loyalty as the research result 
value is 0.752. 
 
 SQ CS BL 

    SQ 

Pearson 
Correlation 

1 .763** .752** 

Sig. (2-tailed)  .000 .000 
N 304 304 304 

    CS 

Pearson 
Correlation 

.763** 1 .868** 

Sig. (2-tailed) .000  .000 
N 304 304 304 

    BL 

Pearson 
Correlation 

.752** .868** 1 

Sig. (2-tailed) .000 .000  
N 304 304 304 

N = 312. Reliabilities are given in parenthesis. * = p< .05, ** = p 
< .01 and *** = p < .001 

     
Table 2: Correlation Analysis 

 
c. Regression Analysis 
Table 3 shows regression results.The results approve 
our proposed hypothesis. 
 
Hypothesis 1: 
Service Quality has positive and significant 
relationship with Customer Satisfaction (β = 0.688, p 
< 0.01). It describe 47,2% unique variance (∆R2 = 
0.472, p < 0.001) in Customer Satisfaction.Thus 
hypothesis 1 approved. 
 
Hypothesis 2: 
Service Quality has positive and significant 
relationship with Brand Loyalty (β = 0.694, p < 0.01). 
It describe 44,1% unique variance (∆R2 = 0.441, p < 
0.001) in Brand Loyalty.Thus hypothesis 2 approved. 
 
Hypothesis 3: 
Customer Satisfaction has positive and significant 
relationship with Brand Loyalty (β = 0.821, p < 0.01). 

It describe 68,1% unique variance (∆R2 = 0.681, p < 
0.001) in Brand loyalty.Thus hypothesis 3 approved. 
 
  Satisfaction Brand loyalty 
Predic
tors  β R² ∆R² β R² ∆R² 

SQ 
0.688
*** 

0.4
74 

0.472
*** 

.694
*** 

0.4
33 

.441
*** 

ST       
.821
*** 

0.6
82 

0.68
1** 

ST- Satisfaction ,SQ - Service Quality, BL-Brand Loyalty. * = 
p < .05, ** = p < .01 and *** = p < .001 

Table 3: Regression Analysis 
CONCLUSION 
 
Research paper aimed at evaluating the impacts of 
Service quality on brand loyalty and Customer 
Satisfaction and how customer satisfaction also 
important influences on brand loyalty.Service quality 
positive significant influencedon customer 
satisfaction and brand loyalty.On the other 
hand,Service quality had a higher influence on 
customer satisfaction more than brand loyalty and 
result shows customer satisfaction high direct positive 
impacts on brand loyalty.Thus telecommunication 
ceo and managers have to focus for improving service 
quality in order to develop continuously competitive 
advantage by customer satisfaction and brand loyalty. 
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