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ABSTRACT

Due to the increasing competition in today’s busseorld, many companies are
required to build long-term profitable relationshigth customers and to achieve
customer loyalty. Therefore, relationship marketing has become mam@ m@more
important since the last decade of 20th centunye@ally in service industrylhere
are many different relationship marketing tactiamplemented for retaining
customers. However, some of those tactics did fiettacustomer loyalty effectively,
and switching behaviors frequently occur among nuistargeted customers. The
study was aimed at assessing the impact of reltiprmarketing tactics on customer
loyalty in the Kenyan mobile industry where deregioin has led to intense
competition and scramble for market share. A saffyletion questionnaire with a
total of 40 closed questions was developed to gditle data. All of the items were
measured by using a five-point Likert scales, dsfiwith 5 as strongly agree and 1 as
strongly disagrees. The research involved collgctiata from subscribers who visit
the mobile service providers’ customer retail dug@ops in both Mombasa and
Nairobi. Descriptive statistics was used to testithpact of the four key relationship
marketing tactics; namely, service quality, valdfered, price and brand image on
customer loyalty. The study found that all fourateinship marketing tactics have a
significant and positive effect on customer loyaityhe telecommunication in Kenya.
The study provides insight and significant feedbfxokn mobile phone users to the
telecommunication operators. As the competitiveirenvent increasingly becomes
fierce, the voice and preferences of the customersalso becoming the priority. This
finding is expected to serve as a guide and hdgcdenmunication managers in
making informed judgment about the relationship keing mix relevant to the
present customers’ needs that yields increasevente and profit.
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CHAPTER ONE
INTRODUCTION

1.1 Background of the Study

As the competitive environment increasingly becofregse, the most important issue
the sellers face is no longer to provide excellgofhd quality products or services,
but also to keep loyal customers who will contrébldng-term profit to organizations
(Tseng, 2007).To compete in such an overcrowded and interactiaeketplace,

marketers are forced to look beyond the traditidoat P’s (Product, Price, Place and
Promotion) of marketing strategy, which are no kEmgnough to be implemented for
achieving competitive advantage. Therefore, retstigqp marketing has become an
alternative means for organizations to build stromggoing associations with their
customers. As part of the marketing strategy, isahip marketing seeks to acquire
and retain customers by providing good quality aongr service, and therefore has
become one of the keys to success in acquiringgtcompetitiveness in the present
markets, because of its implications for accessnmtrkets, generation of repeat

purchase, creation of exit barriers and the vieat thbenefits all parties.

This study was guided by the relationship marketingory advanced by Berry
(1983). This theory emerged from a shift to a madteented business climate that
took a long-term focus internally on employees amternally on customers. The
theory postulates that two broad categories oftioglship marketing theory exist;
namely, network-based and market-based. This stualy modeled on the four
constructs of relationship marketing theory as tpeyvide unique advantages and
have the potential of leading to a sustained coimneetadvantage for the company
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(Peng and Wang, 2006). In the context of this sttioky theory holds that marketing
was no longer simply about product or service dgwelent, selling and delivering.
By creating relationships, companies were broadgnireir views into different
market needs and wants and as a result, achieperdaederstanding to service these

markets better and ultimately, retain them.

The telecommunication industry is becoming onehaf tastest growing industries
worldwide and marketers in the Kenyan mobile tefecwnications industry are
employing a variety of customer-oriented relatiopgharketing strategies to acquire
customers, keep customers and maximize customeiitapibty. The Kenyan
telecommunication industry had been virtually maslged by a single national
operator until 1998/1999 when the Government of yerembarked on a
comprehensive restructuring and liberalization loé tindustry. Deregulation and
reduced entry barriers into the industry, has tethtense competition as the number
of operators swell-up to contend for market shahedhe area of domestic market
liberalization, the government has taken reformease restrictions on business entry
and operations while putting in place appropriafeguards against anti-competitive
behavior (The policy framework paper, Feb. 199&)e Tresult has been serious
challenges for companies or businesses that hagednjoyed monopolistic benefits,

especially those in private sector (Owiye, 1999).

Since the introduction of liberalization in Keny@gvernment of Kenya, 1986), firms
in almost all the sectors of the economy are faeitldl competition. This calls for the
need to devise strategies for effective competisonas to achieve profitability and

growth. Marketers today have to care about retgitheir existing customers instead
2



of conquering new markets segments. Achieving kigstomer loyalty is seen as an
important goal in relationship marketing. Traditdly, marketing has
overemphasized the attraction of new customers.edew currently, well-managed
organizations work hard to retain their existingstomers and increase the amount
that existing customers spend with them (Mc llrog 8arnet, 2000). On average, it
costs a firm five to six times as much to attrachew customer as it does to
implement retention strategies to hold onto exgstimes. In addition to improving
profitability, relationship marketing is aimed atv@&loping long-term, cost—effective
links between an organization and its customerss &m implies that companies
have to learn about their customers’ needs andotaoens, which are ever changing

and often unpredictable.

1.1.1 Relationship Marketing

Berry (1983) defined relationship marketing asréatting, maintaining, and in multi-

service organizations, enhancing customer reldtipss’ acknowledging the idea that
attracting new customers is seen only as an intiate step in the marketing
processes. Several authors such as Gronroos, (19@d)messon, (1994); Morgan &
Hunt (1994), have built on this definition. Benn&B©96), argued that relationship
marketing aims to establish long-term, committedsting, and cooperative

relationships, characterized by openness, genuismer suggestions, fair dealing,
and a willingness to sacrifice short-term advantagéong-term advantage.

Scholars (Bejou, 1997; Kim & Cha, 2002; Sheth &Ré&iyar, 2000; Zeithaml, Berry,

& Parasuraman, 1996; Zineldin, 2006) have postdlatganizational benefits for

relationship marketing such as loyalty to the smnprovider and provision of strong



word-of-mouth endorsements by customers. Accordingineldin (2006), referrals
are a vital source of new customers, and customeosshow up on the strength of a
personal recommendation tend to stay longer. Relsées shown that when a service
provider engages in long-term relationships witlgraup of profitable customers,
customer spending will also increase over time (@6s, 1994). This is because
when consumers get to know a firm and are satisfighl the quality of its services
relative to that of its competitors, they will tetml give more of their business to the

firm (Sheth & Parvatiyar, 2000).

Relationship marketing is a broadly recognized, elidmplemented strategy for
managing and nurturing a company'’s interaction$ witents and sales prospects. It
also involves using technology to organize, syneizm® business processes and
automate marketingUnlike transactional marketing, which focuses omgk
transactions with customers, relationship marketiag its conceptual roots anchored
on building and sustaining long-term relationshipth customers. Gronroos (2000),
stressed the need for businesses to retain cusamesn important issue in today’s
global marketplace, and suggested that businessss forge loyal and long-term
relationships with profitable customers. Relatiopstmarketing not only enhances a
firm’s competitive advantage in terms of being atoleffer customer value but also,
simultaneously augments the firm’s market oppotyuand helps firms achieve high
customer-retention rate€Customer satisfaction and loyalty are prerequisitas
customer retention to be achieved and unless aroestis satisfied or delighted, they

are likely to defect or unfavorably alter the pattef purchases and loyalty.



1.1.2 Customer Loyalty

The building and maintaining of customer loyaltyéa on relationship marketing has
become an important business strategy especiatheitelecommunications industry.
At a general level, loyalty has been described ameshing that consumers may
exhibit to brands, services, stores, and produtegeaies (Uncles, Dowling, &
Hammond, 2003). A number of scholars have alsosstk that loyalty is an
experience that is related to long-term relatiopsl{Eheth & Parvatiyar, 1995). This

makes loyalty an important aspect of relationshgskating.

Jacoby and Kyner (1973), described customer loyaky“the biased behavioral
response (i.e., purchase), expressed over timeime slecision-making units, with
respect to one or more alternative brands outsataf such brands and is a function
of psychological processes’. Oliver (1999) alsardef customer loyalty as “a deeply
held commitment to rebuy or repatronize a prefemediuct or service consistently in
the future, causing same brand or same brand-gehgming, despite situational
influences and marketing efforts.” Reichheld andsga (1990) argued that loyal
customers are less likely to switch because ofepaicd make more purchases than
non-loyal customers. They claim that loyal custsnatso serve as a fantastic
marketing force by providingecommendations and spreading positive word-of-
mouth, increase sales by purchasing a wider vaokeproducts, make more frequent
purchases and cost less to serve, in part, be¢chegeknow the product and require
less attention.The link between customer relationship, customeyalty and
profitability has been established and increasedfitpfrom loyalty comes from

reduced marketing costs, increased sales and rdpegational costs.



Customer loyalty has been generally divided intttuatinal loyalty and behavioral
loyalty (Aydin and Ozer, 2005). Attitudinal loyaltglescribes customer’s attitude
toward loyalty by measuring customer preferenceyifgu intention, supplier
prioritization and recommendation willingness, \ehibehavioral loyalty relates to
shares of purchase and purchasing frequency. Masgarchers view loyalty
primarily as an attitude-based phenomenon. Suchsvergue that in order for true
customer loyalty to exist, there must be strongittatinal commitment” (Jacoby &
Chestnut, 1978; Reichheld, 1996; Uncles et al.,.320This form of commitment
emerges from consistently favorable set of stasdigfls towards the brand purchased.
This attitude may be measured by finding out frarstomers how much they like the
brand, feel committed towards it, how much they aiking to recommend it to
others and whether they have positive beliefs aetinfigs about it. Palmatier, Dant,
Grewal, and Evans (2006), viewed customer loyalsy c@mbining intentions,
attitudes, and seller performance indicators. Taegued that customers with weak
relational bonds and little loyalty may continuealileg with their service provider due
to perceptions of high switching costs or insuéfiti time to evaluate alternatives.
Some authors also view customer loyalty from a teinal perspective (Too et al.,
2001). This can be seen in the study of De Wulfekadken- Schroéder, and lacobucci
(2001), who view customer loyalty as a measure dasea consumer’s purchasing
frequency and amount spent at a retailer compai#d the amount spent at other
retailers from which the consumer buys. They havi#t bp their definition of loyalty
based on the idea suggested by Sharp and Sharp) (if2& the effectiveness of
relationship marketing tactics should be evaluatedugh the behavioral changes

they create.



1.1.3 Mobile Telecommunication Industry in Kenya

An industry can be defined as a group of firms podag products that are close
substitutes for each other. The mobile phone semioviders are those organizations
that are involved in the provision of voice or da&vice to mobile users. In Kenya
today, a mobile phone is not just a rich man’s if@slaccessory. It is transforming the
way millions of people do business in a country rgheven fixed telephone lines
were a luxury a decade ago. Across the countryplpewith low income are now

adopting mobile phones as tools for enhancing theginess. The Kenyan mobile
telecommunication market is clearly exhibiting sigsf an abrupt industry paradigm
change and symptoms of a market in transition,tedd by rapid development of
ICT and high demand from customers. The developmeihta large-scale

telecommunications infrastructure in Kenya, capabfedelivering efficient and

affordable info-communications services, is recagdias a critical prerequisite for

the country’s economic growth.

The mobile telecommunications service in Kenyatsthin 1992 with the analog
system that was widely known as the Extended TAaxtakss Communication System
(ETACS), which was commercially launched in 1993wriBg this entry period, the
services were so expensive that only a few withi wpper echelon of the society
could afford them. The enactment of the Kenya Comuoations Act, 1998 led to the
introduction of competition in the mobile telecommuations industry. The
Communications Commission of Kenya (CCK), licensind newly privatized
Safaricom Limited and a new market entrant, Ken@&mmunications, which

changed its name to Celtel Kenya following a 60%rek buy out by Celtel
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International and subsequently to Zain and theAitiezl Kenya. This has witnessed a
phenomenal growth in the number of subscribersyedlsas the geographic expansion
of the mobile telecommunications service in thentou The number of licensed
mobile operators in the country has increased to feith the licensing of two

additional mobile operators — Telkom Kenya (tradagyOrange Mobile) and Essar

Telkom Kenya Limited (ETKL) operating under the tdaname ‘Yu'.

Table 1.1 Mobile Operators Market Share

Mobile Subscriber Base
Mobile Operator Net Additions Growth Rate (%) | Market Share (%)
Safaricom 736,777 4.4 69.9
Airtel Kenya 814,708 27.4 15.2
Orange Mobile 972,928 83.8 8.5
Essar Telecom (Yu 125,868 8.6 6.4
Total 2,650,281 12.0

Source: CCK, Operators Compliance Return FormsZp01

According to the latest statistics from Kenya’s Goumication Commission (CCK),
the country’s mobile subscriber base grew by 4%gckwiranslates into one million
new mobile phone subscribers in the first three twmf 2012. Kenya now has a
total of 29.2-million mobile subscriptions, compéréo only 28.08-million in
December 2011However, while mobile use in Kenya is on the riseed land lines
have not been as fortunate. The growth in subssribas also intensified rivalry
among the operators, who have in turn resortedvesting heavily on the expansion
of the network, so as to cater for the increasimgloer of subscribers. Since the range
of services offered by the mobile operators iseqatndard, the competition has been

forced to consider new avenues of competing suchretetionship marketing



strategies. For an organization to survive in a petitive environment like the one
prevalent in the Kenyan mobile industry describbdve, it is crucial to focus on

alternative means than the traditional marketingtsgies.

1.2 Research Problem

Customer loyalty is critical in the success of @nysiness hence one of the key
challenges of this industry is to build brand layadnd retain their customers whilst
maintaining service quality which holds a signifitamportance to customer loyalty
and their perceived performance. With the changiagjness environment, firms are
finding it increasingly difficult to find an indust environment in which there are
good enough conditions that allow a rate of retabove the competitive level.
Marketers in the Kenyan mobile telecommunicatiordustry are employing variety
of customer-oriented relationship marketing str@®go as to acquire customers,

keep customers and maximize customer profitability.

The importance of the mobile telecommunicationsviser industry cannot be
underscored. In Kenya, it has been a catalyst toyrbaisinesses since many cannot
do without communication. The industry has alsovjgled employment opportunities
to many people in the country. Money transfer isess like M-pesa and Airtel
Money have enabled the unbanked population to ketatsend and receive money
fast and reliably. At the same time, the mobile Ehandustry is a major source of
revenue for the government. The liberalization pndatization in telecommunication
industry in Kenya has resulted in rapid growth afbihe telecommunication services

as fixed lines continue to perform poorly. The ndiee rivalry and threat of new



entrants into the market are increasing, thus susstpgrowth and market leadership
are becoming increasingly challenging. Studies hagbown that the

telecommunication industry/market faces many chghks. These include poor
interconnection between the operators in the cgunpoor network coverage,
concentration of cellular phones in the urban ama$ expensive mobile services.
There is also lack of clear effective policy on paat of the telecommunication firms

to check the misuse of the telecommunicationsitessl(Olunga, 2007)

Studies done in the mobile telecommunication ingubave focused on different
aspects. For instance, Ngobia (2004) focused onb#ses of competition in the

mobile phone industry in Kenya. Ochako (2007) earrout a study on the strategic
iIssue management practices by mobile telephony anrmag in Kenya: a case of
Safaricom Limited and Munyoki (2007) carried outase study of Safaricom on the
structural and competitive analysis of the mobééephony industry in Kenya: an
application of Porter’s five forces model. Wherdggobia (2004) and Nyale (2007),
studied the mobile phone industry in Kenya. Theeaesher did not find any study
that focused on relationship marketing stratedgid® current study therefore sought
to bridge this knowledge gap by focusing on relmlop marketing strategies
employed by the mobile telecommunication industryKienya and how it affects

customer loyalty. As the competitive environmergngicantly becomes fierce and
consumer preferences become a priority, the prapssedy was able to provide
insight and significant feedback from mobile phomsers to the mobile

telecommunication operators. This study was gulzethe following question; what

is the contribution of customer relationship stgse and customer loyalty in the

Kenyan mobile industry?
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1.3 Research Objectives

The overall objective of this study was to exantime effect of customer relationship
strategies and customer loyalty in the Kenyan neobidlustry.
The specific objectives were to:-
I.  Determine the relationship between service qualitg customer loyalty in the
Kenyan mobile telecommunication industry
ii.  Establish the relationship between price percemiwhcustomer loyalty in the
Kenyan mobile telecommunication industry
iii.  Determine the relationship between valadditions/offersand customer
loyalty in the Kenyan mobile telecommunication istty
iv.  Establish the relationship between brand image austiomer loyalty in the

Kenyan mobile telecommunication industry

1.4 Value of the Study

The research study has provided mobile operatotts an enhanced understanding
about their customers’ response to the varietyetdtionship marketing strategies
being deployed as it is helpful for marketers tadenstand the effectiveness of
relationship marketing tactics from consumer’s pecsive. Marketers may also take
clues from this and improve their customer retentgirategies according to the
dominant factors emerging from the study.

This study has also proved relevant to the Comnatioics Commission of Kenya
(CCK) as it provides the authority insight and bder enforcing consumer protection
policies and regulations. CCK is the independergulaory authority for the

communications sector in Kenya. The society is @&spected to benefit from the
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output of this research study since this will semgean information base which adds
up to the existing body of knowledge and data ostamer behavior in the Kenyan

mobile industry.

Further, the academic world also benefits from 8tisdy as the research forms a
platform for more research in this area (lookintpiother Relationship Marketing
tactics and the Consumer), the telecom sector, els ag the rest of the service

sectors.
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CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction

This chapter embodies the review of literaturevate to the research theme and is
categorized into four thematic areas; the conceptradationship marketing,

relationship marketing strategies and customertpya

2.2 Theoretical Underpinnings of the Study

Relationship marketing theory is divided into twm#&d categories; network-based

relationship marketing and market-based relatignstarketing.

2.2.1 Market-Based Relationship Marketing

Market-based relationship marketing can be chataetk as the management of the
firm's customer base, where the major challengdoigdreat large numbers of
customers individually and still profitably (Molleand Halinen, 2000). The key
managerial tasks concern first and foremost thermad procedures of the company,
such as planning marketing activities for regulastomers, mastering customer
portfolio analyses, using databases and new infitomdechnology to manage the
customer interface, and restructuring the marketorganization according to

Relationship Marketing thinking.
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2.2.2 Network-Based Relationship Marketing

Network-based relationship marketing, in contrast the management of
interdependencies between business actors (Motidr Halinen, 2000). It mainly

consists of two basic points; first, the macro whrecognizes that marketing on a
wide range impacts on a number of areas, includusjomer market, labor market,
supply markets and the market stakeholders; atrticeo, the understanding of the
relationship between the enterprise and custonsbies)ges the core of marketing to

remain focused on long-term relationship.

In network-based relationship marketing, the tagkd challenges of management
involve broader and deeper interaction with extepeatners, both customers and
other stakeholders. The key questions concern lowobrdinate activities with
different actors and how to mobilize and controltical resources through
relationships with them. Customer relationshipstegated more individually, and are

also more complex than in the case of Market-b&sddtionship Marketing.

2.3 Relationship Marketing

Relationship marketing involves an understandingcastomers' needs and wants
through their lifecycle and providing a range obglucts or services accordingly
(Reichheld, 1996). In today’s sophisticated conguererironment, the focus is on
customers and relationships rather than markets paioducts. It can help retain
customers for the long term; help people identifyod) after-sales service and
customer care with the product and increases tusth people have in the company

selling the product. It also helps show the custothat the company cares for its

14



existing customers as much as the new ones andsahiafaction of the customers

over the long run are of critical importance.

As a practice, relationship marketing differs frother forms of marketing in that it
recognizes the long term value of customer relah@s and extends communication
beyond intrusive advertising and sales promotionessagesNith the growth of the
internet and mobile platforms, relationship mamkgthas continued to evolve and
move forward as technology opens more collaboratind social communication
channels. This includes tools for managing relaimos with customers that go
beyond simple demographic and customer service @awoverall goals are to find,
attract and win new clients; nurture and retairs¢éhthe company already has; entice
former clients back into the fold; and reduce thbsts of marketing and client service.
The overall purpose of relationship marketing isgn the maximal value of a
customer; customer loyalty should be emphasizedtieve this goal. The benefits of
relationship marketing are derived from the contigupatronage of loyal customers
who as a partnership are not sensitive to priceoeat time (Bowen and Shoemaker,

2003).

Most studies on relationship marketing have sotginélate the outcome to customer
loyalty (Evans & Laskin, 1994; Ndubisi & Wah, 200 Bven though relationship
marketing has attracted research attention ovemp#s two decades, most of the
studies were conducted in the financial servicesistry (Leverin & Liljander, 2006;
Ndubisi & Wah, 2007). The service industry is vepmpetitive with most managers
finding it very difficult to meet the challengessasiated with it, especially in

establishing and maintaining a positive relatiopshith customers.
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2.4 Relationship Marketing Strategies

Relationship marketing tactics can be said to bera@cess that can allow an
organization to concentrate its limited resourcestloe greatest opportunities to
increase sales and achieve a sustainable competiivantage (Gary and Kotler,
1983). Relationship marketing strategies are comscactions taken by a company or
person which are designed to cause people to wahtiy their goods or services.
They often involve psychological aspects gearedatde making you think you

should buy their product or service.

Marketers have implemented relationship tacticsranous ways which have had
impact on customer retention and loyalty. Bansalal (2005) suggested that
relationship marketing tactics can be executed uino service quality, price
perception, value offered, alternative attractivesnand so on. Peng and Wang (2006)
also examined the application of relationship sgegs in service quality, reputation

(brand), price perception and value offers.

2.4.1 Service Quality

A service is a process consisting of a series afenoo less intangible activities that
normally, but not necessarily always, takes placateractions between the customer
and service employees and/or physical resourcegoods and/or systems of the
service provider, which are provided as solutiomsustomer problems (Gronroos,
2000).In order to retain loyal customers who will brirgng-term profit to the firm,
the key issue for a service provider is to make afsthis relationship in the way it

manages customers by offering what customers’ aaddvant.
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Creating strong customer-focused relationships iregjuunderstanding the needs of
specific customers and the firm's success in mgetwse needs. Delivering more
effective service quality than others is one ofways that a firm can be successful in
today’s business environment. Customer perceivedcgequality has been given
increased attention due to its specific contributi@ business competitiveness.
SERVQUAL, a model developed by Parasuranenal., (1988), is the most
prominent and widely used model for measuring serquality. In the SERVQUAL
scale, Parasuraman et al., (1988) identified fiegeninants; tangibles, reliability,
responsiveness, assurance and empathy as padg 22ttem SERVQUAL scale for

measuring service quality.

In the ever-growing global communications industsgrvice quality has become
increasingly important as telecommunications firimg hard to protect their
subscriber bases. To enhance their competitivetippsimobile communications
companies may choose to improve service qualitgssto differentiate their services
from those of their competitors. Customers mightshgsfied when a firm provides
better services than their pre-purchase expectti@Qustomer trusts also emerge
when customers perceive positive service qualtynfia firm and believe the service

firm would bring preferable outcomes for them.

In the mobile telecommunication industry which e to service industry, service
quality is an important indicator to assess a serprovider’'s performance. Offering
a high quality service is considered to be a vsibhy to create customers trust and
satisfaction, as well as obtaining competitive adages and building a long-term

relationship with customers.
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2.4.2 Price Perception

Price is the monetary cost for a customer to bagpcts or services. It is the critical
determinant that influences customer buying decisi@ustomers usually select their
service providers strongly relying on perceivedc@riHow much consumers are
willing to pay differs due to their different needsmd wants. Thus, the price
perceptions to the same service or product mayerddimong individuals. Higher

pricing perceived by consumers might negativelylumfice their purchase

probabilities (Peng and Wang, 2006). Oliver (199Uggested that consumers often
judge price relating to service quality and acaogti generate satisfaction or
dissatisfaction, depending on the equity princiflensumers are likely to be attracted
by perceived high-quality services at perceived petitive prices during the

searching process.

Based on previous studies, Cheng et al. (2008)gsexp that price perception can be
measured by two dimensions: one is reasonablerfigsgces, which reflects the way
price is perceived by customers comparing to thabmpetitors. The second is value
for money, which implies the relative status of Heevice provider in terms of price.
In general, high-quality services are consideredctst more than low-quality
equivalents (Chittyet al, 2007). Oliver, (1999), Peng and Wang (2006), Qe al.
(2008), Kimet al. (2008) are some of the numerous researchers weogwnted out
that price perception influences customer satigfacand trust. Customers often
switch mainly due to pricing related issues suclpaseived high prices, unfair or
deceptive pricing practices. Therefore, in orderinorease customer loyalty, it is
essential for service firms to actively managertbastomers’ price perceptions. Last

August, Airtel cut the price of calls from Kshs®Kshs 3, prompting Safaricom and
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the other service providers to respond with priges of its own so as not to lose their
customers to the competition. Airtel claimed to é@ained two million subscribers

and boosted call volumes significantly from thecpreuts.

2.4.3 Brand Image

Brand image is a consequence of how a customeeipescthe relationship with a

brand over time (Grénroos, 2000)he concept of relationship marketing within
services displays the importance of one-to-oneioglships between businesses and
customers as well as relationships between consurmed the brands (Gary and

Kotler, 1983).

The development of a brand relationship with custies based on a series of brand
contacts experienced by customers (Gronroos, 20D0%tomer’s perception and
experience during every brand contact is of gregiortance for firms to realize.
Furthermore, customers are likely to form brandgena mind from inexperience
ways, such as word of mouth from other consumersprapany’s reputation in
public, marketing communication and so on. The nuustomers consider a brand
valuable, the more sales can be expected to beesthi Therefore, a positive brand
image is supposed to meet customer’'s expectatiah cifer more benefits to
customer. A neutral or unfamiliar image may notseaany damage, but it does not
increase the effectiveness of communication anddveérmouth. A negative image

reduces sales, communication effectiveness antd @asy and Kotler (1983).
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2.4.4 Value Offers

Value offers to a customer means adding sometlonthé core product that the
customer perceives important, beneficial and ofjuaivalue (Wilson and Jantrania,
1995). In the telecommunication sector, it is esakfor operators to offer something
valuable to customers in service interaction preceach as reward and promotional
offers, in order to gain customer satisfaction &ndt, which are expected to enhance
customer loyalty. As noted by Zeithaml (1988), oustrs will judge the value of
consumption after contrasting benefits gaifiean products and services with their
costs. This is seen in loyalty programs which asidally a marketing strategy based
on offering an incentive with the aim of securingstomer loyalty to the service

provider.

Loyalty reward schemes have become popular amoriglenservice providers in

Kenya; Safaricom’s bonga point has seen custoneelsem mobile phones, laptops,
free airtime and data bundles depending on poiaised. For each Kshs 10 used,
customers are rewarded with 1 bonga point. Aintel @range Telkom have also both
unveiled their own reward schemes namely; zawadntpoand orange ziada
respectively, to reward their customers for evanglihey do on the network ranging

from voice calls, short messaging (sms) and data.

2.5 Customer Loyalty

Oliver (1997) defined customer loyalty as a “dedpdyd commitment to rebury or re-
patronize preferred product or service consistemtlythe future, thereby causing

repetitive same-brand or same brand-set purchadaspjte situational influences and
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marketing efforts have the potential to cause $witg behavior”. Customers are the
driving force for profitable growth and customeryddty can lead to profitability
(Hayes, 2008). Loyal customers are less likely wotch to a competitor solely
because of price and they even make more purchhses non-loyal customers
(Bowen and Shoemaker, 2003). Loyal customers @@ @nsidered to be the most
important assets of a company and it is thus essdor vendors to keep loyal
customers who will contribute long-term profit teetbusiness organizations (Tseng,
2007). Furthermore, organization’s financial grovwshdependent on a company’s
ability to retain existing customers at a fastde rthan it acquires new ones. By
identifying the antecedents of customer loyalty anderstanding their impact on it, a
service provider can strategize to enhance théaekhip organizations develop with

their customers, potentially developing a highgelef customer loyalty.

2.6 Empirical Studies

Numerous empirical studies point out that it's mprefitable to retain customers than
to acquire new ones. Nguyen and Leblanc (2001)odesed that corporate image
relates positively with customer loyalty in threecwrs (telecommunication, retailing
and education). Zins (2001) postulates that semyicdity and customer satisfaction
of a service provider are powerful and expressmamonents for explaining future
customer loyalty and motivating them to spend naore getting them to recommend
products and services to the other people. Reidhrad Sasser, (1990) showed that a
5 percent improvement of customer retention carseau profitability increase that
ranges between 25 and 85 percent. Moreover, loyslomers are less likely to

change service provider because of price.
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Empirical evidence also suggests that loyal custemal also tell service providers
about problems with their products and servicesolamg the firm to improve on
them. One other benefit of relationship marketiagt$ ability to retain employees
(Zeithaml et al., 1996)This is because most employees love to work fondiwwhose
customers are delighted or satisfied, and loyateBech also shows that customers in
many ways benefit from relationship marketing. hbegnefits comprise feelings of
trust or confidence in the provider along with aseof reduced anxiety and comfort
in knowing what to expect (Reichheld, 1996). Relaship marketing provides
customers some amount of security and some seriagsbnd commitment from the

service providers (Gronroos, 1994).

In some long-term, customer-firm relationships, eavige provider may actually
become part of the consumer’s social support sygi&eithaml et al., 1996). The
social support benefits resulting from these refathips are important to the
consumer’s quality of life both above and beyonrel tdchnical benefits of the service
provided. Relationship marketing also leads to duced cost of the service to the
customer (Bejou, 1997; Gronroos, 1994). Thus, wpHtkages such as loyalty
programs, discounts, and value offers, a custosmablie to make a lot of savings as a

result of the relationship built between themselwed service providers.

2.7 Summary

The importance of a product based approach seeravi® vanished and instead, a
customer based approach has become more impodi@diing a new era with
customer satisfaction (Oliver, 1997). Relationstprketing tactics have suggested

that organizations are in need of aligning theeddht strategies properly in order to
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increase organizational effectiveness and competiéidvantage (Peng and Wang,
2006). While recognizing that high satisfactiondedo high customer loyalty, many
organizations today are aiming for total custonaisgaction. For such organizations,

customer satisfaction is both a goal and a margetial.
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CHAPTER THREE
RESEARCH METHODOLOGY

3.0 Introduction

This chapter highlights the research design that adopted, population of the study,
data collection methods and data analysis techriltatenvas employed to analyze the

data.

3.1 The Research Design

This study adopted a descriptive survey design.ddseriptive survey design enabled
the researcher to obtain results about variab&ioglships, description of events and
examination of cause and effect relationships wais® giving room for the use of
both qualitative and quantitative data analysishtégues. This method was
appropriate as it enabled the researcher derivenimgaout of the relationship

between the data and the variables involved.

3.2 The Population of Study

The population of study consisted of all the mokildscribers in Kenya. The study
targeted subscribers who visited the mobile serpiowiders’ customer retail outlet

shops of Safaricom, Airtel, Orange and Yu in botbnvbasa and Nairobi.

3.3 Sampling Design

The study adopted probability sampling conducteddbgwing a simple random
sampling from each outlet. This sampling procedwa&s used to identify the

respondents of the study and ensured equal chdresexy item in the population to
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be chosen for research. This method also enabieglsa to be obtained that are
representative of the population and eliminate hiag associated with research. A
total of twenty subscribers were picked from eaast@mer retail outlet shop, picking

every twentieth person to reduce any bias.

3.4 Sample Size

As informed by the average daily tallies from thestomer care centers, Mombasa
County has an estimated population of 1 million @ndobile penetration rate of
15%. Thus the subscriber base is about 150,000p®pelation was drawn from the
average number of customers who visited these slegpmated to be 2,350 per day.
Nairobi County on the other hand, has an estimpatgullation of 3 million and a
mobile penetration rate of 69%. Thus the subscrilzse is about 2,000,000. The
study took a sample of sixty as its unit of stu@llge population was sampled in the
ratio of 1:2:9 (Orange, Airtel, Safaricom). The gagcher and research assistants
personally administered questionnaires to all pigdnts and received 651 valid

responses out of 700 questionnaires.

3.5 Data Collection

Primary data was used for this study because ohdbare of responses required by
the topic under study. Data was collected usinfyuetsired questionnaire with closed
guestions drafted in line with the research obyestiand was divided into two parts
with a total of 29 statements (Appendix II). Accoigl to Bryman and Bell (2003),

closed questions enable the easy processing ofeasisand make it easier to show
the relationship between variables. The first pErtthe questionnaire was about
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individual characteristics with four questions askirespondents’ gender, age,
occupation and the name of the mobile telecom ogetlaey are currently using. The
second part contained all four constructs as sugdds/ Peng and Wang (2006). All
of the items were measured by using a five-poirketti —type response scales,

anchored at 5 strongly agree and 1 strongly digsgre

The questionnaire was administered to individuad the purpose of the research
was explained. If consent was obtained from theviddal, the respondent was given
a questionnaire and was requested to complete thestignnaire. Twenty
guestionnaires were pretested on a small sampl@0ofespondents in order to
eliminate any ambiguities and improve clarity ihcqalestions. These individuals were
drawn at random and involved selecting, approactand interviewing a small

segment in the same manner that was followed ifuthscale operation.

3.6 Reliability Testing

Reliability tests were carried out to ascertain thbe question items under each
construct were strongly related and were good atdrs for the construct. Pretesting
was used as a valuable indicator to find out tlecaeness of the questionnaire. A
total of 670 responses were received, 19 were w@elelo be incomplete or with

errors. Correct and defect free responses summéd 6pl and formed the basis for
this analysis. The respondents for the study &r&t foremost were people who were
subscribers of at least one of the telecommunicag@vice providers in the country.
In addition, they were of the ages not less tharyd&s and could appreciate the

demand of the questions. In administering the qusaire, particular attention was
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paid to the respondents’ responses with the oligadf minimizing the missing
values, the practices where people refuse to resfmguestions because they do not

understand a phrase or the intention of a question.

3.7 Data Analysis

The data collected was edited for completenes$mmity, accuracy and consistency.
The demographic and numerical information obtaimedthe initial part of the

guestionnaire, facilitated the description of tlaenple group with regard to gender,
age and occupation. It was further coded to chasmbkponses into meaningful

categories of emerging patterns to enable data tmhlyzed.

Descriptive statistics was used to summarize agadroze data in an effective and
meaningful way. Section A of the questionnaire veamlyzed using frequency
distribution and percentages to determine the idigion of responses by gender,
occupation, age and the mobile telecommunicatioviceprovider. The median as a
measure of central tendency was also used to graudorganized and summarized
view for the data in section B. The median servedhasaluable alternative to the
mean especially for ordinal data and representedetiitire set of data for each
construct because it is defined by direction amemd sequence as in the ordinal
scale (Jamieson, 2004). Descriptive statistics sacHrequencies and percentages
were also used in order to examine the patterregfianses to each of the variables

under description.
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CHAPTER FOUR
RESEARCH FINDINGS AND DISCUSSION
4.0 Introduction

Data analysis involved various ways through whieforimation gathered from the
field and other sources were put together in a mgan way for easy

comprehension. This included reliability testinggufestion items in questionnaires,
editing, coding, tabulation and statistical anaysi responses received from the field.
This was greatly achieved as the results suggedtthiere was less incidence of
missing values. The results revealed that the sammilluded both genders and

captured users of all the four telecommunicatioeragrs in Kenya.

4.1 Demographic Characteristics

4.1.1 Gender Analysis

Frequency statistics carried out on gender showet majority of the 651
respondents were male, 486 giving 75% of the tethlle female respondents were

165 giving 25%.
4.1.2 Occupational Analysis

The research sample created consisted of membedis diverse occupational

background. This was necessary to avoid bias imautisevers to the questionnaire.
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4.2 Results and Discussions for Constructs

4.2.1 Descriptive Statistics

The median as a measure of central tendency waslywitsed in this research
analysis to provide an organized and summarized foe the field data. Tables 4.1,
4.2, 4.3, 4.4 and 4.5 clearly show that it was usedetermine the single value that
identifies the center of the distribution and besgiresents the entire set of data for

each construct.

The median was used because it serves as a valalibl@ative to the mean
especially for ordinal data. Methodological andtisteal tests are clear that for
ordinal data, one should employ the median or maslethe measure of central
tendency (Jamieson, 2004). This is because thlenagtical manipulations required
calculating the mean (and standard deviation) ppzogriate for ordinal data where
the numbers generally represent verbal statemAatargued by Kuzoet al. (1996),
the average of fair and good is not fair-and-a:haif is true even when on assigns
integers to represent fair and good. Median is @mmte for ordinal scale because

it's defined by direction and ordered sequencanasdinal scale.

The respondents were asked to rate statements lbasdlae four key constructs;
service quality, brand image, price perception aaldie offered, using a five-point
Likert Scale defined with 5 as strongly agree aras strongly disagrees. Respondents
were required to tick the answer that best desdrtbeir opinion to the statements.
This is captured in Table 4.1, 4.2, 4.3, 4.4 ardfdr the various constructs and table

4.6 for customer loyalty.
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Table 4.1: Descriptive statistics for service qualy

Construct Question No of Median Mean S.D.
Respondents
Service This mobile telecom operator follows up in 651 4 3.60371.13256
Quality a timely manner to customer requests
The customer care officialshis operator 651 4 3.7174  1.1094(
are always willing to help me
The responses to consumensiptaints are 651 4 3.4946  1.11129
always taken quickly
This operator provides timeformation when 651 4 38126 1.09343
there are new services
This operator is consistenpioviding good 651 4 35392 1.07971
quality service
My calls, texts and intergetvices always go 651 4 3.3932 1.17102
through, | hardly encountetwmrk problems
Overall Score 651 4 3.6897 0.99330
Field Data

Table 4.1 shows that a mean of approximately 4ofained for service quality with

a range of 3.3932 to 3.8126. The standard devidtamhan overall score of 0.99330.

On a five point Likert scale, the median mark farvice quality for all 651

respondents was 4. This indicates that customergeption about service quality of

the mobile telecommunication operators is goodante high.

Table 4.2 on brand image, shows that the overalleswas 3.7742 for the mean with

a range of 3.6559 to 3.9048. The standard devidtiath a range of 0.99025 to

1.04961 with the overall score as 0.99368. The amediark for brand image for all

651 respondents was 4 (denoting ‘agree’ in thertikeale). This also implies that

customers appreciate the social responsibility anmg offered by these operators and

enjoy association to their respective brands.
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Table 4.2: Descriptive statistics for brand image

Construct Question No of Media Mean S.D.
Respondents
Brand The brand of this operator is populat an 651 4 3.90481.04961
Image well admired by many
| appreciate the social ceggbility programs 651 4 3.6559 1.10309
offered by this operator
People love to be associatigd the brand of 651 4 3.6974 0.99025
this operator
Overall Score 651 4 3.7742 0.99368

Field Data

Table 4.3: Descriptive statistics for price percepon

Construct Question No of Megi  Mean S.D.
Respondents
Price It is easy to know the pricingips of 651 4 5207 1.14117
Perception products and services of this operator
The pricing policies of druets and services 651 4 35023 1.13052
from this operator areaattive
The calling rate offereglthis operator is 651 4 35422 1.96414
reasonable
This operator offers fleba prices for various 651 4 35161 1.10145

services that meet ragas
I will continue to stay Withis operator unless 651 4 3.7005 2.30537
the price is significantigher for the service

Overall Score 651 4 3.5161 1.0543

Field Data

Table 4.3, shows that the overall score of standaxdation for price perception as
rated by the respondents was 1.05435, with a rafige.10145 to 2.30537. The
median mark for price perception for all 651 regpemis was 4 (denoting ‘agree’ in
the Likert scale), indicating that customers gaffenaative responses and are happy

about the pricing plans of the mobile telecommuiceoperators.
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Table 4.4: Descriptive statistics for value offered

Construct Question No of Maegi  Mean S.D.
Respondents
Value This operator offers very attractivelan 651 4 N33 1.03703
Offered exciting promotions
The promotional offers frais operator 651 4 3.5346 1.01676

were worth the money

It was easy to get bendfiisn the 651 4 3.3963 1.57175
promotional offers

| wish to always participatepromotions 651 4  3.2903 1.13417
offered by this operator

Overall Score 651 4 3.6114 0.9645

Field Data

Table 4.4 above on value offered, shows that a né&16114 was obtained for the
overall score and the overall standard deviatiamresevas 0.96451 with a range of
1.01676 to 1.57175. The median mark for value effdor all 651 respondents was 4
(denoting ‘agree’ in the Likert scale), suggestingt people agree to the kind of value
offers being provided by Kenyan mobile telecom apmis and agree that the values

offered are very attractive and exciting.

Table 4.5 below on customer loyalty, shows an diveraan score of approximately 4
at 3.6390 and an overall standard deviation of 4085 ranging from 1.04912 to
1.15695. The median mark for customer loyalty ftir b1 respondents was 4
(denoting ‘agree’ in the Likert scale), which susiigethat customers are loyal to the
mobile telecommunication service providers andvaliéng to stay connected to their

network.
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Table 4.5: Descriptive statistics for customer loylty

Construct

Question No of Medi Mean S.D.
Respondents
Customer | intend to continue using mobile services 651 4 3.62831.15695
Loyalty from this operator for a long time
If I want an additionaldeom service, | am 651 3.4101  1.20352
willing to continue seliegg this operator
Even if another operaforise is lower, | 651 4 3.2519 1.30601
go on using this provider
| am willing to say pasgé things about this 651 4 35714 1.04912
operator to other people
| will encourage friendlsd relatives to use 651 4 35545 1.10301
the services offered hig operator
To me, this operator clgd able to 651 4 35231 1.13099
provide the best service
Overall Score 651 4 3.6390 1.05405
Field Data

Other descriptive statistics that may be used tecrilge ordinal data include

frequencies or percentages of response (Jamie804).2l'he respondents were asked

to rate statements based on the four key construddig the Likert Scale.

Respondents were required to tick the answer tbsit described their opinion to the

statement. Ratings varied from ‘strongly agree’ ‘strongly disagree’. This is

captured in Table 4.6, 4.7, 4.8, 4.9 and 4.10Henfarious constructs.
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Table 4.6: Service quality frequency response table

Service Quality

Frequency (%) Valid (%) Cumulative (%)
Strongly disagree 13 2.00 2.00 2.00
Disagree 87 13.4 134 154
Neutral 114 17.5 17.5 32.9
Agree 312 47.9 47.9 80.8
Strongly agree 125 19.2 19.2 100.0
Total 651 100.0 100.0

Field Data

As shown in table 4.6 above, 47.9% of the respotsdead their response as ‘agree’.
This was followed by 19.2% of the respondents wdimhgly agreed’, whilst, 17.5%

felt ‘neutral’. 13.4% and 2.0% ‘disagreed’ and ¢stgly disagreed’ respectively.

On the following page, table 4.7 on price perceptghowed that a large proportion
of 48.5% of the respondents had their responsateoquestions as ‘agree’. The
ratings of ‘neutral’ and ‘disagree’, obtained alinesnilar responses at 16.7% and
16.6% respectively. This was followed by a sligHdwer 14.0% of the respondents

who ‘strongly agreed’, whilst, only a few ‘stronglysagreed’ at a mere 4.1%
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Table 4.7: Price perception frequency response tabl

Price Perception

Frequency (%) Valid (%) Cumulative (%)
Strongly disagree 27 4.10 4.10 4.10
Disagree 108 16.6 16.6 20.7
Neutral 109 16.7 16.7 37.5
Agree 316 48.5 48.5 86.0
Strongly agree 91 14.0 14.0 100.0
Total 651 100.0 100.0

Field Data

Table 4.8 below on brand image, indicated thah8lljgless than fifty percent of the

respondents were of the opinion ‘agree’ at 47.3%spRndents who answered

‘strongly agree’ were 22.4%, whilst, 18.9% felt thal’ about their responses. 8.0%

‘disagreed’ with the remaining 3.4% ‘strongly disaging’.

Table 4.8: Brand Image frequency response table

Brand Image
Frequency (%) Valid (%) Cumulative (%)
Strongly disagree 22 3.40 3.40 3.40
Disagree 52 8.00 8.00 114
Neutral 123 18.9 18.9 30.3
Agree 308 47.3 47.3 77.6
Strongly agree 146 22.4 22.4 100.0
Total 651 100.0 100.0
Field Data
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Table 4.9: Value offered frequency response table

Value Offered

Frequency (%) Valid (%) Cumulative (%)
Strongly disagree 15 2.30 2.30 2.30
Disagree 78 12.0 12.0 14.3
Neutral 154 23.7 23.7 37.9
Agree 302 46.4 46.4 84.3
Strongly agree 102 15.7 15.7 100.0
Total 651 100.0 100.0

Field Data

Based on table 4.9 above, a large proportion cf%6of the respondents were of the
opinion ‘agree’, with 23.7% being ‘neutral’ aboultetr responses. 15.7% ‘strongly
agreed’ and a portion of the respondents answelisddree’ at 12.0%. The ratings of

‘strongly disagree’ obtained a selection rate 8P2.

Table 4.10: Customer loyalty frequency response t&d

Frequency 1% Valid (%)
Valid Strongly disagree 21 3.20 3.20
Disagree 89 13.7 13.7
Neutral 128 19.7 19.7
Agree 279 g2, 42.9
Strongly agree 134 20.6 20.6
Total 651 100.0 100.0

Field Data

Table 4.10 on customer loyalty, indicated that %2.6f the respondents had the
response ‘agree’. The second most popular ratirgy‘steongly agree’ with 20.6% of

the respondents selected this rating, whilst 19./&% ‘neutral’ towards their
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responses on customer loyalty. The rating of ‘disagwas 13.7%. Only a handful of

respondents answered ‘strongly disagree’ in tlesponses at 3.2%.

Table 4.11: Summary of research findings

Research question (Assess the relationship betwetire Test Results

following under listed variables in the Kenyan mohbie | Significant Positive
telecom industry) Relationship Relationship
Service quality and customer loyalty Yes sYe
Perceived price and customer loyalty Yes sre
Value offered and customer loyalty Yes sYe
Brand image and customer loyalty Yes sYe
Field Data

Based on table 4.11 above, by comparing the mestiares of the five constructs and
assuming the responses were provided by the satef sespondents, we can
conclude that service quality, price perceptionu&eaoffered and brand image, are

linked to customer loyalty.

4.3 Discussion

The positive relationship between service qualitg austomer loyalty indicates that
when service quality increases, customer loyaltydases and vice versa. This is
consistent with the findings of Ruyter et al., (839Boulding et al., (1993) and Brady
and Cronin (2001) who suggested that high degrezepnfice quality translates into
loyalty. Loyalty of customers is expected to inaeavhen customers’ service quality

expectations are met.

The positive relationship between price perceptind customer loyalty also suggests

that, customers who are happy about price offeesliiely to stay connected to
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respective mobile operators. Thus, when price ptaagavorable to customers, they
remain loyal. On the other hand, as concluded mgRed Wang (2006), customers
may switch or change service provider if price dfeare perceived not to be

reasonable.

Value offered found to be positively related to tonser loyalty suggests that the
promotional offers by service providers are wortle imoney and people wish to
always participate in the promotions offered bystheoperators. In other words,
customers who are happy about value offered arelylikto stay connected to
respective mobile operators. As noted by ZeithaktBB8), customers will judge the
value of consumption after contrasting benefitsmegdi from products and services

with their costs.

The positive relationship between brand image arstiomer loyalty implies that the
two variables changes in the same direction. Is&réa brand image may lead to
increase in customer loyalty and vice versa. Thigansistent with Nguyen and
Leblanc (2001) who demonstrated that corporatecbnarage relates positively with

customer loyalty in three sectors (telecommunicatietailing and education).
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.0 Introduction

This chapter commences with a brief summary of rkgearch, followed by the
conclusions that were drawn from the various disicuspoints in chapter five. The
third section deals with limitations and recommeittes made, whereas the final

section highlights the potential areas for furtfesearch.

5.1 Summary

In this research, the relationship between relatign marketing tactics and customer
loyalty in the Kenyan mobile telecommunication istty was assessed. There exists a
positive significant relationship between each lo¢ tfour relationship marketing
tactics (namely service quality, price, value adfitand brand image). An increase in
each of the tactics results in a subsequent inereasustomer loyalty and vice versa.
Thus, from customers’ perspective, variations irvise quality may affect customer
loyalty. The kind of pricing plan being employed mobile operators may inform
customer’s decision to either switch or remain @med to the operator. Further,
attractive promotional activities and customer’sifadence in corporate brand image

may also lead to customers to be loyal or not.
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5.2 Conclusion

Achieving customer loyalty in business has becongerdral issue to both managers
and researchers. Researchers have demonstrated tusts more to attract new
customers than to retain old ones. Reichheld (189éh contends that achieving and
sustaining customer loyalty is the future of thevee industry. Retaining customers
in the service industry has become a major object¥ relationship marketing.
Relationship marketing tactics are considered tessential for building long-term
relationships with customers in order to achievetualubenefits for both parties.
Although relationship marketing tactics have beddely implemented by service

providers, customers still tend to switch to corripes.

This study is consistent and adds onto the findmfgsiany researchers which have
showed that relationship tactics have influencecastomers’ loyalty to a mobile

telephone service provider. As examined and coreclugy Peng and Wang (2006),
this study also affirms that relationship marketiagtics consisting of service quality,
price perception, value offers and brand imagetherservice industry have positive
impact on customer loyalty. Ability of a company retain and grow a number of
loyal customers is considered as one of the mgsbitant assets of a company. This
is essential because loyal customers contributg-term profits to the business
organizations (Tseng, 2007). It is therefore nemgsdor telecom marketers to

regulate the four tactics discussed in this studyn attempt to make both new and
existing customers increase their purchases tagitren the financial growth of a

company (Hayes, 2008).
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Service quality and corporate image were found @eehpositive relationship with
customer loyalty. Thus, high degree of service itpalnd perceived good brand
image translates into loyalty (Boulding et al., 398rady and Cronin, 2001). Again,
as many researchers have pointed out that priceepigon influences customer
loyalty (Oliver, 1999; Peng and Wang, 2006; Chengle 2008; Kim et al., 2008),
this research study has also proven and establtblaggrice perception has a positive
relation with loyalty of a customer. Customers ofghift mainly due to some pricing
issues, example, perceived high prices, unfairegegtive pricing practices (Peng and

Wang, 2006).

Furthermore, the research study has also added-dhet conclusion that, service
firms provide superior value through enhanced eftbat can improve and increase
the customers’ perceived benefits, thereby redutimg sacrifice so that customer
retention is improved (Ravald and Gronroos, 1996).

Finally, the findings support the view points thagtationship marketing tactics can
enhance the quality of a buyer-seller relationshmu in turn increase customer

loyalty.

5.3 Limitations

The following limitations were experienced in thady:

Slow or non-response from those given questionsair® big number of
guestionnaires given to potential respondents wever returned and this limited the

variety of responses obtained.
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Time limitation while conducting this research @wj cannot be ignored. The
researcher needed to balance between her challpwgik schedule and this study.

Despite these limitations, the study has providey kisights into relationship
marketing strategies on customer loyalty within i@m telecommunication industry
for managers and marketers, as well as made sumyesin how these strategies

should be conducted for better results.

5.4 Recommendations

In light of the completed study, there remainsrgdascope for future research studies
to be conducted within the Kenyan context, regardinstomer loyalty within the

telecommunication industry.

It is recommended that similar research be conduut#h a substantially larger
sample size, which is representative of the denptgea. It is also recommended that
the sample be randomly drawn, to increase valaliy feasibility of results obtained.
Such a sample would allow for more representatagilts to be obtained from the

mobile telecommunication service industry.

It is recommended that future research studiesoexphe extent of influence of
relationship marketing tactics and customer loyaltyithin the Kenyan

telecommunication service industry in other geolyiegd areas within the country.
This study was aimed at assessing the impact afisakhip marketing tactics on
customer loyalty within Kenya specifically Nairobhd Mombasa. Other studies,

looking at similar variables, can be conducted nitkisumu or Nakuru regions for
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example. Researchers could explore if there aresgmficant differences in the four

key constructs and customer loyalty of the difféiggographical areas.

This research study revealed that relationshipicedtave influence on customer
loyalty with regard to the four strategies that evexdopted (service quality, price
perception, brand image and value offered). A furttesearch study could examine
the influence of other relationship marketing teetamong subscribers such as trust

and commitment on customer loyalty.

A study which examines the behavioral measuresydlty, such as higher purchase
volumes, can be conducted and compared acrossrgsscand non-subscribers,
within the telecommunication industry. Such a studguld provide empirical

evidence on the effectiveness of relationship ntargetactics on customer loyalty
within the telecommunication service industry. Tgrmation would be useful to

organizations considering adopting relationship ketng tactics. Many of these
studies have been conducted in other countries.eMery consumer behavior is

naturally likely to vary from country to country.

5.4.1 Recommendations with Policy Implication

The findings provide important evidence for managevho take charge of
relationship marketing tactics and it is useful foarketers in the Kenyan mobile
industry to appreciate the effectiveness of reteiop marketing tactics from

consumers’ perspectives.
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Further, this piece of study is purposely meantdibitelecommunication managers,
especially marketing officials who take decisionsorganizations, propose, develop
and design products. It is expected to serve asde @nd help them make informed
judgment about the relationship marketing mix ral@vto the present customer’s
needs. As the competitive market becomes increlgsifigrce, the voice and

preferences of the customers are also becomingotioeity. This study provides

insight and significant feedback from mobile pharsers to telecom operators. The
operators may benefit from these findings by beinfprmed about customers
feedback which could serve as an input to futumard or improvement plans for

customers.

5.4.2 Recommendations for Further Study

In this research, the sample used was selecteghdbm from two cities of Kenya,
Mombasa and Nairobi due to resource constraintsh&uresearch could expand the
sample size by selecting sample units from allntfagor cities across Kenya in order

to have a better representation of mobile phonesuse

Bansal et al. (2005) also pointed out the impachefrelationship marketing tactics —
‘push effects’ (quality, satisfaction, value, truptice perception, commitment), the
‘pull effects’ (alternative attractiveness) and timeoor effects’ (attitude towards
switching, subjective norms, switching costs, prgwitching experience, variety
seeking) — on retaining customers. These and d¢dotics such as commitment and

customer behavior, which could influence custorogalty, have not been discussed
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in this study. Further research could investigatd analyze these other tactics in

order to gain deeper insight.

There are others important tactics such as commitiared customer behavior, which

could influence customer loyalty, have not beerulsed in this study. Thus further

research needs to contain more desirable taaticsdier to gain better insight.
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Appendix | — Letter of Introduction

{Date}
Dear Respondent,

RE: MBA RESEARCH PROJECT

| am a Master of Business Administration studenttheg University of Nairobi
pursuing a post graduate degree in Marketing. Asgdahe fulfilment of the degree

course, | am required to develop an academic tiesis area of my choice.

| am interested in relationship marketing stratedteat are employed in the mobile
telecommunication industry as they strive to imgrdheir market share and increase
their profit margins. This study will focus on fimg the relationship between

relationship marketing strategies and customerltpy®&esearch elsewhere suggests
that there are divergent viewpoints regarding theeame of these strategies, hence

the motivation to circulate questionnaires regaydire same.

| believe as a consumer, you hold valuable inforomathat will shed light to this
study. This will be used in utmost confidence, ¢velop academic reference point for
Kenyan organizations that wish to adopt theseegras and have not due to lack of
information.

Thank you in advance.

Yours Faithfully,

Jacqueline Omenye
Student
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Appendix Il — Sample Questionnaire

Customer relationship marketing strategies and cusimer loyalty:

A case of the mobile telecommunication industry irKenya: This questionnaire is
designed to know your opinion related to your loyab the Kenyan Mobile service
provider you subscribe. This survey is a part of nmgster’'s degree project and your
kind support is crucial for the successful completof this research. Your responses
will be anonymous; data will be combined and anedlyas a whole. Please attempt to
answer all the questions and check one appropbate that best suits your
perspective for each statement. Your participationthe study will be greatly

appreciated. Thank you very much for your time assistance.

SECTION A

Individual characteristics:

1. Gender Male [ ] Female [ ]
2. What is your age---------------- 2
3. What is your occupation -----------=========-mnnzuuno- ?

4. Which Mobile Telecommunication network are yammeected to?

[ ] Safaricom [] Airtel [] Orange[] Yu

SECTION B
Please indicate with a tick {) the extent to which you agree with the following

statements. Please note that 5 indicates Stronglygfee and 1 being Strongly

Disagree
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(a) Service Quality:

Description

i. This mobile telecom operator follows up in a eign manner

to customer requests

ii. The customer care officials of this operatoe always

willing to help.

iii. The response to consumers’ complaints is atwv#gken

quickly.

iv. This operator provides timely information whémere are

new services.

v. This operator is consistent in providing goodalgy

service.

vi. My calls, text messages and internet serviteays go

through, | hardly encounter network problems.

(b) Price

Description

I. It is easy to know and understand the pricinticpes of

products and services of this operator

ii. The pricing policies of products and servicesni this

operator are attractive.

ii. The calling rate offered by this operator é&asonable

iv. The calling rate offered by this operator iagenable

v. This operator offers flexible prices for varioservices

that meet my needs

vi. | will continue to stay with this operator uske the
price is significantly higher for the same service.
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(c) Brand Image:

Description

i. The brand of this operator is popular and welnaed
by many.

ii. | appreciate the social responsibility prograoftered

by this operator

iii. People love to be associated with the brandhi$

operator.

(d) Value Offered:

Description

i. This operator offers very attractive and exgjtfgromotions

ii. It is easy to get benefits from the promotiontkers.

iii. Loyalty reward schemes are the biggest motngtfactor

and influence my decision on loyalty.

iv. The loyalty reward schemes allow customersutitddong-

term relationship with the mobile telecommunicataperators

v. | intend to continue using mobile services frins operator

for a long time.

vi. If | want an additional telecommunication seei | am

willing to continue selecting this operator

vii. Even if another operator’ price is lower; Ilixgo on using

this provider

viii. | am willing to say positive things about shoperator tg
other people.

ix. I will encourage friends and relatives to use tservices

offered by this operator

X. To me, this operator clearly is able to prouide best service

\U
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(e) Customer Loyalty

Description 5 4 3 2 1

i. 1 intend to continue using mobile services frams

operator for a long time

ii. If I want an additional telecom service, | aniliwg to

continue selecting this operator

iii. Even if another operator’ price is lower, Ilivgo on

using this provider

iv. I am willing to say positive things about treperator

to other people.

v. | will encourage friends and relatives to use skrvices

offered by this operator

vi. To me, this operator clearly is able to provitle best

service.

THANK YOU!

| sincerely appreciate your time and cooperatidease check to make sure that
you have not skipped any questions inadvertentld gtease return the

guestionnaire to the research field worker.
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Appendix Il — List of Mobile Service Providers in Kenya

Safaricom

Airtel Kenya

Telkom Kenya (Orange Brand)

Essar Telecom Kenya (Yu Brand)
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