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All TRA T 

This study was nHHht ·t ·I" ith th l · tiv<.: of <.:stablishing the factors that determine 

loyalty to a Pl'lr 1l ·tun I .Irk ·ting mpany in Kenya. A further objective was to 

dctermin th m ·tim rtant of these factors. The study was conducted in Nairobi with 

the [i cu bt:ing detem1ination of factors affecting loyalty to Petrol Stations located in 

Nairobi. 

To achie e the above objective, a sample of 120 car owners and petroleum fuel 

consumers " as identified and questionnaires administered to these individuals. The 

questionnaire consisted of Likert scale and semi structured questions. Respondents were 

drawn from" illing shoppers at the major shopping malls and from organizations. In the 

various organizations, a contact person was established to assist in collecting re pon es in 

order to improve the response rate. A respondent recruitment guide" as used to en ure 

that the que tionnaire wa administered to car O\\ ncr \ ho ultimat I} \ ere in contr I of 

th ir choice of fueling point . 

An ly i ofth d ta oll ted im olv d main\ ' d riptiv tati tic . Ranking w~ 

ndu t db ·ari hit: und r 

tu n n th ir 1 rt in d 

Ill 



Data analysis revealed that there are man fa t r that contribute to a petroleum 

consumer's choice of a fueling point. F. t r. u h a product quality, expedient service, 

petrol station attendant.' 'IPP 1r.m ~: .tnd pr du t knowledge, additional service offered 

by petrol tation' . ' ttll'llllull .111 i I " 1 rice offered emerged as being important. 

h1ctor a rudy ·t!-: r ·t ·1bll ·h · · ' en 7) mter-related groups of variables. It revealed the 

inter tkpt:ndt:nci · l l\\ r more ariablcs which require to be jointly addressed in 

order to achieYe the de ired customer perception. 

Upon ranking of the individual variables, product quality and guarantees was rated the 

most important factor. Ranking of the 7 emergent factors comprising of the initial 20 

variables, revealed that, willingness by petrol station attendants to offer additional 

services such as under the bonnet checks, windscreen cleaning and tyre pressure checks 

" as considered the most important factor in determining loyalty to a Petroleum 

Marketing Company's brand. 



CHAPTER ONE 

1 INTRODUCTIO 

The il lndu:tr 111 K ·nv t i m:.~ l ur f ix, major oil, marketing companies and several 

new entrants. rlt · ·i m:.~i 1 il mpanics arc altex, Kenol, Kobil, Mobil, Shell and 

'l otal. pari rr 1111 "- '11 I and bil which are locally owned, the rest are affiliates of 

intcrnati nal oil c m anie . 

The illndu tr • in Ken a\ as liberalized in October 1994, whereupon an influx of new 

entrants into the market was experienced. As of May 2003, the new entrants included 

international affiliates such as Engen and Jovenna. Other new entrants licensed by the 

Ministry of Energy to import crude oil as at end 2004 included locally owned companies 

such as ational Oil Corporation ofKenya, Fuelex, Triton, Dalbit, Galana, Metro, 

Global, Somken and Petro to mention but a few. Apart from these companies, there exist 

numerous other independent retailers of oil products such as Lenjoka, Albentco, Astrol 

etc.\ ho purchase fuel from the importing companies. (Source: Ministry of Energy, 

2003) 

Liberalization has brought about changes in the retail sector of the Oil Industry ( nercon 

(2), 2001). Low cost constructions featuring two or three old fuel dispen ing pump and 

above ground tank make up a service station. In some cases, petrol and kero ne 1 Id 

from the back ·ard of residential hou es. (Dail . tion, 15 January, 2 4) 

R ardle of th r tailing I at ion, the e new entrant ' b i of c mp titi n hash ~.:n 

pn 

p 

. 'I h~.: major oil c mpanie hav fl und it difficult t m l h the c 

hi h pita! inj ti n r quir t to m t int m ti n•tl 



information technology. These non- negotiable factors that contribute to the major oil 

companies ' overheads do not feature in th n ' ntrants ' pricing equation. 

Meanwhile, between 1998 and 200-. th nomt environment in Kenya has been on 

the decline. As illustrated by indicators, the Kenya Monthly 

~conomic Review (0 ts a de lining DP growth versus a declining 

exchange rat , wluch 111 • 111 K 11 Ill had to pay more in terms of Kenya Shillings for 

petroleum produrl · "hi ·h Ut 1 ur ha ·cd in U Dollars. With these statistics, consumers 

have bl:l:n I'm:- ·d t 1 lin "a f trctching their shilling as much as possible. 

ln thi ~ru f belt-tightening. powerful retailers and customers alike are forced to focus on 

price. Thi price emphasis is further fostered by aggressiveness or desperate competitors 

and b defensive pla ers um: illing to cede market position. (Aaker,l996). 

Competition on the basis of price has brought with it a decline in margins, reduced 

profitability and contributed to operating losses. This is evidenced by Total Oil Kenya 

Limited, a publicly quoted company, which reported a loss ofKshs. 222 million in 2001. 

(Total Kenya Limited 2001 Annual Report & Accounts). 

"Marketing professionals sense that an increased emphasis on price, often involving the 

excessive use of price promotions, is resulting in the deterioration of industries into 

commodity-like business areas". (Aaker, 1991) 

nfortunately, the oil industry is no' e posed to the same det rioration' hereby p trol i 

con idcred a com mod it . The mere fact that the ulk of the product t rcfin d at a 

common r finery (K n a Petroleum Rcfinen s tn om a a) ha led to th b hcf b · the 

con urn r, th t petrol i p trol wh rev r tt i purch d ok 111, _ I . 

di 

hi 

pump pri 

il it 

int t thi n 

It · att mpt d t 

nti. ti n. 

it i 



It is little wonder then that price ha in r a incr\y b omc a major factor affecting petrol -

purchasing behavior. However, a d m n trat d by the declining profitability in this 

industry, competition on pri al m:: i n t :ustainable among the major oil companies. 

To this end, a strat gy and dtlh.:rull 1 t;\lin) platfom1 that will provide a sustainable 

competitive advunt 1 • 11 • I 1 I id ntificd . 

Traditionultu "lit· 1f in r asing pr fitability by cutting operating costs have been 

institutl?d. 'I h ' · 111 lude et rationalization such as sharing of depots in Mombasa 

( all\:: -/K bil T tal and di esting in some areas as experienced by Shell in 2003. (Total 

Ken a Limited. Annual Report, 2003). 

HO\ ever this alone cannot provide a long term winning strategy. There is a threshold 

be ond which cost cutting ceases to contribute to the bottom line. Besides, this is a 

strategy that has seen better times and is easily copied by competition. 

The recognized need is to develop sustainable competitive advantages based upon non

price competition. (Aaker, 1991 ). One of the identified means is by developing consumer 

loyalty to a brand. 

1.1.1 

A brand is a distinguishing name and is often enhanced further by a symbol and a slogan. 

It i intended to identify the goods or services of one seller and to di ffcrcnti t th m fr 111 

tho of competitor . 

t ph n King \ PP roup L ndon d cribc brand by c mparing it to a pr lu t thu 

" pr u t i 

p 

tim 

th t i m d brand i 111 thing that i bought . A 

thr.nii 

r 



For oil marketing companies in Kenya, fo u on brand and brand loyalty would be an 

alternative strategy to the current lo\\ pri f pcration. This paper seeks to 

establish the factors that would I ld t t rand Jo nlty and the achievement of the 

associated values. combtn'tlt n t I th . ill go a long way in delivering the much 

sought after prolitahl · •r l\\ th , 

Prior to l t t 4. the illndustry in Kenya was price controlled. This meant that consumers 

enjo ed the ame fuel prices at all retail outlets. The consumer only needed to identify the 

mo t convenient] located site to service their fuel requirements. In addition to the 

location the consumer was at liberty to determine what retail outlet satisfied other 

ancillary needs such as speed of service and cleanliness, all at the same price. 

Post de-regulation, new oil marketing companies both international and local, convinced 

of the profitability ofthe oil industry, decided to enter the retail sector. Ordinarily, a 

potential service station site requires rigorous appraisal to determine its viability. 

Whereas the existing major companies invest in these processes, all the new entrants did 

" as to position their retail stations next to the major oil companies ' sites and under cut 

them on price. \ ith the much lower overheads enjoyed by the new entrants, the latter 

were able to offer prices that were up to Khs 3.00 per liter lo• er than the major oil 

compame . 

Thi worked well with con umer " ho, being e. tremcly price en itivc and uf[i ring the 

eff ct of declining cconom did not que ti n the rca on b hind the I \\'Cr pri c 

' In thi ra o 

r were willing to acrilicc quality and rvic guarant 

r- pric d "v, lu ., brand 

n con id r th 

b , lh t th t, r r II 

[i r thi 1 ri c 

mp Ill 



long standing presence in the Kenyan market and assumed associations with international 

brands, this has been of no consequen e in th fa c of a preferential price offer. 

According to David A. ak r 1 1 . i . ubstnntial va lue exists in the brand and perhaps 

in its symbol and slogan.. n~unH.:r. \: til ontinuc t purchase the brand even in the face 

. pri c and conveni ence. 

It is thcr<.;fon: iutp )t t mtth tth il mpanics focus on building brand loyalty as a means 

of rduining and •r )\\in market hare. As brand loyalty increases, the vulnerability of 

mpetiti e act10n is reduced. (Aaker, 1991) 

In ummar '. thi tud atms at establishing factors that will lead to brand loyalty in the 

Petroleum larketing Industry. It seeks to answer the following problem statements: 

1. Are there factors that contribute towards Brand Loyalty in the Oil Industry? 

11. If so \ hat are the three most important factors which lead to Brand Loyalty? 

1.3 OBJECTIVES OF THE STUDY 

The main objectives ofthis study are: -

1. To establish the factors-.: hich determine loyalty to an oil company 

11. To further establish the three (3) most important factors \'.hich dctcmllll loyalty to 

an oil marketing company. For a company\ ·hose mark ting t ol haven t includ d 

brand loyalt). tlm; i con idcrcd a practical numb r to [I cu nand implement 111 

th fit t in t nee. th r f: ctor can 1 tcr b implement d [I r added valu . 

tu tu fint t t th 11 m 



1. Oil marketing companies that wish to build their brand and increase market share 

through the brand loyalty dim n ion. 

11. Petroleum product servi 1 rested in growing sales by 

capitalizing on cu tom r 1 

111. onsumcr wh w uld ' t , h t alua1 pdrolcum service stations on a basis 

other than pt t • •• 

IV. Arml ·nti ·hn · wh ma\ want 1o u c this study as a basis for further research into 

lhl: )II mark tin ' indu t in Kenya. 



2.1 INTRODUCTIO 

Thi chapter is a reYie\ of literature that is pertinent to this study. It seeks to address the 

d finition of and the factors that affect brand loyalty. The purpose of this chapter is to 

highlight the inherent value of brand loyalty to the oil marketing companies and 

ultimately identify possible factors that determine brand loyalty to Oil marketing 

company's outlets. 

2.2 CONCEPT OF BRAND AND BRAND EQUITY 

What is a brand? 

A brand is essentially a seller's promise to consistently deliver a specific set of features, 

benefits and services to the buyers. (Kotler, 1999). 

A brand is a distinguishing name and/or symbols (such as a logo, trademark or package 

design) intended to identify the goods and services of eith r one seller or a group of 

sellers and to differentiate those goods or services from those of competition. ak r 

199 . 

Richard la ter 20 5 put it" u tom r buy product but h rand . v htl 

produ t ati f · a cu I m r' functi n 1 n c , brand pr 

c nn t '' ith tht:ir h art and mind . rand i apr mi of a en fit it i a mt inati n 

me u arc \\ h t ; u d nd ' h t alu u 

rin t th m. · 



The twentieth century has seen branding take center stage in marketing strategies. With 

increasing consumer awareness and th ir d m::md for greater value for money, marketers 

are under pressure to differentiate their pr du t . 

"The idea has been to reduc th prima f pri t: upon the purchase decision and 

accentuate the ba. of dt f tl; ntt.\lt n ". ,\ak ·r 1 <)<) 1 ). 

As put f()rth b I tml I nu .1 1 i · "Branding pre-sells the product or service to the user. 

Branding is simplv tm r · f tcicnt way to sel l things". ( 1998) 

Tough ~ n mic em tronments dictate that focus be shifted towards rationalization and 

ma. imizing return on e. isting assets. A key asset is the brand name. This is an often, 

negl cted asset due to its intangible nature and the fact that it does not appear on a 

compan s balance sheet. However, when a brand connects with customers and a 

relationship is created, customers prefer it to other brands. The stronger this connection 

is the stronger the preference for that brand. This preference represents the greatest 

source of competitive advantage. 

D.A Aaker (1996) defines Brand Equity as a set of assets (and liabilities) linked to a 

brand's name and symbol that adds to (or subtracts from) the value provided by a product 

or service to a firm and/or that firms' customers. 

These assets are linked to the name or symbol of the brand and are categorized as 

follows: 

,. Brand Loyalty 

,.. Br nd warcnc 

,.. P rc ivcd quality 

,.. Brand ociation in addition to perc iv d qualit 

, l , for c.· am1l p t nt tr, \em, rks h nn I 

tc. 

In thi n Br n I lh"' t t thi p rti ul 

n t th il lndu tr •. 



2.3 BRAND LOYALTY 

Brand loyalty is a measure of the attachm nt that a customer has to a brand. It reflects 

how likely a customer will b to wit h t an ther brand, especially when that brand 

makes a change, either in pri r pr tlu t ~ ntur . (Aaker, 1991). 

Brand Loyalty i oft n n.; of a brand's equity. If customers are 

incli fferent to the bt ·md uuu .Ill i r ur ha. c only on the basis product features, price and 

convcnicn ·-. littl · · )ll it\ i u<1 rantccd. n the other hand, if consumers continue to 

purdta~ · th · btttll i .,. ·n in the face of competitors boasting superior features, price, and 

conv~ni~:nc ·. tl an c mfortably construed that the brand has substantial value. 

There are variou le\ els of brand loyalty outlined below in ascending order: 

Th Lo alt P}Tamid (adopted from "Managing Brand Equity" Aaker, 1991, page 40) 



1) 

I 
5 ()Ill 

mitl'd 

4) Likes the 
Brand 

3) Satisfied Buyer 
With Switching Costs 

2) Satisfied/Habitual Buyer 
No reason to change 

1) Switchers/Price Sensitive 
Indifferent- No brand Loyalty 

en itive/Indifferent: o Brand Loyalty: each Brand i 

perceived to be adequate regardles of the brand name. The bu er will be 

influ n db): fact r uch a convenience or price offered. 

[I r thi d f cu tom\.:rs to wit h unh.:. a cornpetit r d\.:mon trah.: visible and 

up rior b ndit . 

In u tr) i 

lin r. 

n lo tim • 

lin lu 



4) Likes the Brand- Considers it a Friend: This customer base truly likes the 

brand. This preferenc uld b b d n association with a symbol, user 

experience, high per n I qu. lit )I' • imply the long-tenn relationship with the 

brand. Th r i d lin11 l .111 m ti nal / fecling attachment. 

5) CommiU ·d Uuwr: 1 h brand is very important to these consumers both 

!'um:ttm•lllv 1 d an identity basis. Their confidence in the brand will cause 

th ·m l r mmend it to others. The value achieved from this set of customers is 

d '' ith the1r impact and influence upon others and the market itself. 

A tud of consumers' purchase habits reported that brands with higher market share 

have proportionately larger groups of loyal buyers. (S.P Raj, 1985). 

Additionally, report findings of a syndicated research company revealed that 74% of its 

respondents resist promotional efforts by rival brands once they find a brand with which 

they are satisfied. (Diane Crispell and Kathleen Brandenburg, 1993). 

aker (1991) outlines some basic rules \ hich if folio\ ed, \ ould create a loyal cu t mer 

ba e for a marketer: 

1) I r at th cu tom r right: hi invoh e fostering of p itivc int ra ti n with th 

cu tomcr '' hich includ 

2 '""t y cl c to the cu l mer: To a hi vc thi 

· r 18 I an :amp\ 

unt nt 

ll 

fthc cu t mer. 

m r ultm 

p llll\ 

nt t i 

Ill ] l 



3) Measure/Manage customer satisfaction: Aaker (1991) recommends that regular 

customer satisfaction survey b ondu t d. These surveys need to be timely, 

sensitive and comprehen iv r th m t d liver the intended results. 

4) Create switching tnv lvc creating solutions specific to a 

customer. Loyalt pr • ,un. .tt h a th c employed by Kenya Airways and 

It f rcating switching costs for the customer. 

) Provid · I· ·t• 1 · : 1 1 91) advocates for the provision of extra, unexpected 

s ·rvi · · · u · f creating customer loyalty. "A simple apology can have the 

p )l ·ntiul t tum e\ en a di astrous situation into a tolerable one". Aaker, 1991. 

Having provided an insight into what Brand Loyalty is and the potential means of 

generating it, we \ ill review what value this important aspect of Brand Equity can and 

does deliver. 

2.5 VALUE OF BRAND LOYALTY 

Brand lo alty is a strategic asset that has the potential to generate value in the follo'i ing 

' ays Aaker 1991 1996): 

,.. Reduced marketing co t : It is less costly to retain cu tomcr th n t 

on 

,.. ' r g : w II kn \\11 br nd \\ill n urc prcfl rr d hcl pa m 

b 

' • II kn n nnpr 

b b ' fi t tim u 

it 



)> Time to respond to competitive threats: satisfied, loyal customers will not be 

intentionally looking for new produ t . This provides a marketer with lead time to 

develop strategies to count r attn k fr m ompctitors. 

).- A combination f u ·t hing o ts and loyalty generates entry barriers 

bccau. th · mr tttJ vulnerabi lity. They render customers less 

inclined t, p111 ·h 1 ft m ri al . 

).. , lron\.! u·t m r relationships manifested in channel and brand equity enable a 

linn t c mmit human resources to entrepreneurial activity such as new product 

d Yelopment rather than continual focus on new customer acquisition. 

)> If customers are end consumers, customer satisfaction is linked directly to brand 

equity. For each brand, there are those who like and buy the brand and those who 

do not. It would be a marketer's goal to ensure that the former category forms a 

higher percentage of their customer base. 

When the firm has a satisfied and loyal customer base, the cash flow from these 

customers is less susceptible to competitive activity. As a relatively rare and inimitable 

asset, customer loyalty represents a significant entry barrier to competition and makes the 

firm's cash flO\\ Jess ulnerable. 

For thi rea on a variety of marketing programs are geared tO\ ard increa ing cu t m r 

loyalty "Itching co t ar rai d by mcrea ing ben fit and reducing ri k t m r 

loyal cu tamer . 

R rch rom th rvtcc indu try d m n tratc that cu t m r wit hin ' l ch:l\ i r 1 

ttribut bl m r oft n to in d quat and in i r nt cu t mer n t than t h tt r 

p ri nti I th r th n 

r t nti n n It • 

ttril ut 

iti n. II ' 

Ill I llll( t1 Ill I I 

- ll in multi1l 



products and services - and therefore increasing the number of brands between firms and 

their customers - can increase switching o t . 

With customer acquisition runnin' at lea t five times retention costs, the 

mathematical justification f t m.ttklttn' fo us on cu tomcr loyalty and retention is not 

difficult. (Rcichhcltl It t > • 

Lo 'alt can be generated through organizational associations. The basic premise is that it 

takes an organization with a particular set of values, people, programs and assets/ skills to 

deliver a product or service (D A Aaker, 1996) 

Organizational characteristics are difficult to duplicate and can therefore form a sol id 

basis of differentiation. Various case studies have been conducted and can be used to 

illustrate how loyalty can be achieved through organizational associations. 

2.6.1 

Value . uch as treating the customer" ith respect, endear the customer to the brand and 

provide a basis for a relationship. 

2 .. 2 

tud r v al th t mployc can d~.:m n hate c mmitm~.:nt to th~.: 

' lu ultur fth n. r dibility to th brand . 



2.6.3 Programs 

The Saturn case study reveals that the org nization engages in many customer-involving 

programs and celebrations. Thi p rtra an int r t in customers beyond selling cars and 

further enhances the relation htp. 

The lnrg r the cu ·to111 ·1 b.1 t .. 111 I th hi liH.!r the quality of this customer base the higher 

th I ynlty. 'I h · qullit )I thi u t mer base is measured by usage volume, willingness 

t puy <1 pric · p1 ·n ium. I "cr ale and service costs etc. It is important to recognize that 

su ·taim:d. I 111c.-l 1111 u t mer loyalty results in more stable business and therefore a 

lower c ·t f capital. This is because, customer loyalty is associated with higher revenue, 

lower ale and en ice costs e.g. advertising, promotions, sales, calls etc. 

Satisfied customers are more loyal and are willing to pay higher prices. Furthermore, the 

possession of a large and loyal customer base confers a degree of legitimacy on an 

organization that is difficult for competitors to emulate. 

According to Lane & Jacobsen (1995), intangible assets, such as brand names, enhance 

the ability of the firm to create earning beyond those generated by tangible assets alone. 

2.7.1 Pric Pr mium 

According to . A. A kcr a ba ic indicator of I alt i th am unt a cu t m r 

''ill pay fl r the.; brand in com pari n ' •ith n thcr brand off ring imilar 1 [c.;\ · ~.:1 

b n fit . h me.; ur mu t b dcfin d with r pe t t a 1111 titot r , ,toup o 

mu h m ul lJ p I l 

ul u pr r p11 u t 



Aaker (1996) cites as an example of the fo u on measuring brand loyalty, the Allstate 

research conducted to identify th k ' dri\' r of its brand equity. It focused on what 

variables influenced the price pr mium. 

Another example cit d b i!i that of Intel , a computer manufacturer which 

tracks it price pt ·•uium 1h1 ckly interviews at computer stores. At these 

interv iew!;, t"\1 ·( )Jll ., much of a discount would be needed for the 

customer l) It: ·I · 1111(1 n lc u ing a "non-Intel'' personal computer. This reveals the 

pricl: premium • ndu ted the brand when measured against competing brands. 

2. 7.2 u to mer ati faction 

u tomer satisfaction is a direct measure of how willing customers are to stick to a brand. 

(Aaker, 1996) 

Questions related to user experience can be asked e.g. 

Are you delighted with your experience with this brand? 

Does the product/service meet expectations? 

Would you buy the brand at the next opportunity? 

Would you recommend the product or service to others? 

Were there problems or inconveniences in using the products/service? 

2. 7.3 Len I of loyalty 

To cstabli h lc\'els of loa alt , the following qu tion can b ask d: 

re ou lo al to one brand? 

Do ·ou c..:c..: m t brand a pr tt • mu h the . arne'? 

11 w , r. thi mea ur would onl · b appli bl t th c ·i ting cu t m r . 



,ARRI ED OUT 

A summary of the ·tudie · pr '\'i u I carried out in relation to brand loyalty follows. 

2.8.1 Wambugu (-002): Factors that determine store loyalty: The case of large 

supennarket chains in airobi. The investigation covered issues related to 

brand loyalty for the chain stores in Kenya. 

The research findings indicated that there are up to 12 factors that influence loyalty to a 

Supennarket. These include prices of the products, availability of all types of 

merchandise, employees' knowledge of products, employees' warm and courteous 

behavior, proximity to the consumer etc. Out of these 12 factors, the most important were 

availability of merchandise, location ofthe store and its operating hours, in that order. 

2.8.2 Murage (2002) studied enhancement of Brand loyalty in the Paint Industry 

through relationship marketing. The research findings indicated that in the 

Paint Industry, sales force connections were important in enhancing brand 

loyalty. In this study, one of the factors we' i \\ seek to e tabli h i ,, hcthcr 

interaction between station dealer and customer is a factor in dctem1inmg 

loyalty to a petrol station. 

2 .. 3 In her study "Competitive trategie adopt d by m mbcr of the Ken •a 

Independent Petroleum Dealer iation" 1uragc (2 0) found that the 

n ,,. entrant were finding it diffi ult to fl u on huildin, h .mi. 'I h rt: 1 11 

for thi w cited bcin • the ub t mi. I r 

trate y. 



This supports the much repeated assertion that, an entrenched brand can serve as a 

barrier to entry. 

2.8.4 Isaboke (2001 ): n tn\t:sti l ltit n into the strategic response by major oil 

compam m K n t t th thr at fN~.;w Entrants: 

The lit ·r·ttut 1 ., 1 " it nc~.;ms regarding product adulterations and 

sub ·tand·u llill in · tati n being critical threats posed by new entrants. 

l c ncern were indicated as price wars, evasion of duty and 

dumping r r duct by some of the Oil marketing companies. The latter two 

han! ·ince attracted Go ernrnent of Kenya attention resulting in a decision to use 

a ingle entr point (Kipevu Oil Storage Facility-KOSF) for all product imports 

effective 1 1 January, 2005. 

The study also highlights the decline m profits experienced by the maJor oil 

companies post liberalization. 

In Isaboke's study, cost leadership was indicated as critical in responding to the 

threats ofne\ entrants. Branding was only considered a moderately important 

component in developing a strategic response to competitor attack. 

Howe eras M. Porter ad ised, cutting prices is insanity if the competition can go a 

low as you can. This is indeed the case v ith the Oil industry, thus lending credence to 

the focus on s arch for an alternative differentiation strategy. 

In the m tud , th need to differcntiat pr duct rvtc ' a cl. ificd a high 

pri rit [i und that branding ha 

liffi rt:nti ti n. H not d that dv rti in • had incr a anti; am n • t th 

.... tu } n m rn r tin • mi il lllJ Ill 

Ill th t in h n lllJ titi mJ ni h 



opened new petrol stations in a bid to increase individual market shares. This 

was obviously not a sustainabl trat gy as evidenced by the recent exit by 

major oil companie fr m m mark t (e.g. Shell from Western Kenya in 

2003). 

2.8.6 Wamathu (I '> > in lin'. r a led that all the players in the oil marketing 

industt 1t.1 I a· um t leadership as a marketing strategy. 

Th · " \Ill 1 11 h fin ling al in licat that all major oil con p 111 w r 

ront ·in 1 n 1 ating a plea ant environment fl r cust mer . This wa 

d m n trated • increased renovation/modification of service outlets and 

cmpha i n the appearance of the attendants. This suggests that oil marketing 

comparlies recognize that cost leadership and price wars on their own would not 

be ustainable. 

All the maJor oil compames interviewed in the Wairachu (2001) research 

confirmed the increasing price wars both in the retail and commercial sector of 

the oil marketing industry. In the retail sector, the ability by some marketers to 

offer substantially lower prices than others was blamed on: 

Putting up of inferior filling stations, some of which po e a threat t public 

safety (Ref: at ion 151
h January 2004, where a letter of complaint to the 

Watchman e pressed concern about a petrol station op rating in a 

re idential area). 

ucl adult ration 

umping int th local market fu I d clar d [i r th c. p rt market and 

thu c.· mpt fr m I cal ta. · and duti . 

n o th c n lu ion • rriv a mark d in Ill 

br n 

h Ult 



Wairachu (2001) study confinns that, to some customers, quality of service 

offered is more important than pri alone. The researcher recommends that 

service be employed a 'itnl ' npon to achieve a competitive edge in the 

markets. 

This support the vi ·w th 11 ·c st I adcr'hip should not be the only strategy pursued in an 

attempt to sustuin pr 1tital ility. 

2 .. 7 Kw~na (-002). commented, 

"The r~a on petrol is now considered a commodity is because to the consumer, the 

product i not differentiated and competition is only on pricing basis". 

According to Kellar (1998), a commodity is a product presumably so basic that it cannot 

be differentiated in the minds of the consumers. 

This cannot be said of petroleum products marketed in Kenya where a number of 

multinational oil companies have gone to great lengths to differentiate their product 

offering. This is evident through the quality petrol stations built highlighting various 

images e.g. the Star Shell, flying horse, environmental friendly, etc. 

Kwena (2002) research findings indicate that 66% of the respondents were willing to pay 

more for their preferred brand of sugar. In addition to thi , the hard core loyal customers 

were willing to travel an extra mile to obtain their favorite sugar. 

This says a Jot for the value generated by brand loyalty gi en that Keller (199 ) had said 

it is not possible to differentiate product like shoes and ock . 

2. In hi rc carch, Mbau (20 0) highlight d the fact that. while high markl:l shar~.: 

general d profit . u tainable market ~hare i a hi vcd primarily through 

b , nd quity I d r hip. 1 hi v1ew 1 upport d b • a- ola 

b nd uity. 



Forbes Global (December 2003) states "The soda is served in more than 200 nations; it's 

easier to list the markets wher Coke isn't. 

Kiscsc (2002), I ab kt: - I) hcpkwony (2001), Murage (2000) have researched on 

the trat gi ad pt i l ari u cgmcnts of the oil industry. 

'I hi · review [ pa t rc earches reveals that, although studies related to the impact of 

brand n vari u products have been conducted e.g. Wambugu (2000), Kwena (2002), 

Mburu (-00 1 ), \J anjau (200 1 ), none has been carried out in relation to the petrole'um fuel 

marketing Industry. 

The gap identified was the need for an alternative marketing strategy from cost leadership 

in the Marketing Oil Industry. From review of previous studies, Brand Loyalty was found 

to be a possible marketing strategy for adoption by Oil Marketing companies and forms 

the basis of this research. This is with a view to providing an alternative or supplement to 

the cost leadership strategy currently in use across the oil marketing industry. 

2.9 POSSIBLE FACTORS AFFECTING BRAND LOYALTY IN THE 

PETROLEUM MARKETING INDUSTRY 

From the various literature reviews, possible factors affecting brand loyalty are, in no 

particular order, identified as follows: 

According to Wanjau (2001), 

Brand name 

Rate of ad ertising 

ustomer education 

Proper packaging 

ymbol of the Brand 

'urnh r of ' ar th br·md In b n mop r, ti n 

I · ~ ftt1 r niz ti n 10 m1.1 



Employee experience 

Availability of th Brand (Assael, 1998) 

Customer ervi ' hi h may include credit terms, longer operating hours, 

avail bility r pnrking and personalized service (Stanton, 1991) 

1m .ph ri a rding to Bearden (1995), this includes special events, 

Ia) ul. 1 n , di plays and other factors that attract customers. 

L at1 n- Kotler (1990) indicates that the location of an outlet determines 

acce ibility to the customer 

ccording to Kwena (2002) other factors influencing consumers'· choice 

ofbrand include 

Price 

Product quality 

Convenience 

Availability 

User friendliness 

Customer satisfaction 

Heritage 

Origin 

Other factors whose impact will be assessed include: 

Corporate Social responsibility perception 

Consistency, reliability 

Rewards e.g. loyalty programs 

Service delivery 

Ancillary con eniences/services e.g. shopping marts, automated teller 

machines (ATM's) car maintenance 

Dealer Retailer- ustomer relation 

The tud , will attempt to c tabli h what inOu nc th and thct fa t r ha' , n 

1 yalty to a Pctr I um mpan ·/Ret it ill: . 



CHAPTER THREE 

3.0 RESEAR H DESIGN AND METHODOLOGY 

n wn int nd d t enable the researcher establish factors that 

d tcrmin ·/inllu ·n· fu ·I n umcr ' loyalty to an Oil company. 

3.2 Rest>arch etting 

Thi re earch \\as conducted in Nairobi where 41% of the Oil Industry's retail outlets 
(commonl referred to as petrol stations) are located. The car ownership in Nairobi is 
also higher than other parts of the country. In addition to the foregoing, it was noted that, 

Nairobi, being cosmopolitan in nature, would provide access to respondents from various 

parts of the country. 

Finally, Nairobi was considered convenient taking into account the time and financial 

resources available to the researcher. 

3.3 Population 

The target population comprise of car owners of various income brackets, professions, 
ages and educational backgrounds. For this reason, a cross section of car owners 

identified at shopping malls and at various places of work was interviewed. 

The researcher targeted a minimum of 120 re pondents, drawn from various businc 

sectors and nature of employment in airobi. ompanies representing the arious ect r 

" ill be dra\! n from the airobi tock e ·chang listing Para tatal , o emment 
ini tric and privately O\ ned busine es. 5 que ti nnairc '' rc admini t r d \) r 

company to variou cmpl cc rcprc cnting different income le\ I , age racket and 
~.:ndcr to r pr cnt the vanous dcm graphi f ar wn r wh tl 

c mp. ni · r tail uti t . In additi n t th m qu~.: ti nnair w~.:r .1dmini ten; l at 

v ri u UJ m·trkcl h ppin • m II \\ h r the likclih d lind in, 



3.5 Sampling Design 

Although the ideal locations ' h r respondents for this research would have been found 

would have been at the variou p tr I lations, it was recognized that the time spent by 

customers at fuelling it " ul i b inadequate to administer the questi01maire. It would 

also be unr ali ti t t th p~;tr I station customers to spend additional time at the 

fu lling it\ r)r lllq f filing a questionnaire comprising minimum 30 questions. 

Lik wi . th · r tum rate if the questionnaires were taken away was expected to be low. 

r thi · r · n. con enience sampling was employed whereby a contact person was 

tabli hed at the companies representing a cross-section of the businesses in Nairobi and 

therefore a cross section of fuel consumers. For consistency purposes, the contact person 

, as issued\ ith criteria for selecting 2-5 respondents per company. The selection criteria 

was as follows: 

Must at the time of responding own at least one vehicle 

At least two will be female 

At least one will be from high income range or managerial position 

At least one will be from non-managerial position 

At least one will be from age bracket below 30 years 

At least one will be from age bracket 31 and above 

At least one field personnel e.g. sales executive 

At least one office based personnel e.g. accountants 

It was highlighted that a respondent could satisfy more than one of the listed criteria for 

example, the female respondent may be aged 31 and above. 

ata c llcctton wa from primary urc u tng a qu ti nnatrc a the llc ti 
11 

in tnun nt. 'I h quc -tionnair c n i t d of tmctur d, w 11 a cmi- tru lured 

qu ti n . 



Part 1 of the questionnaire dwelt upon the consumer's brand preference and factors 

influencing these preferences. 

Part 2 of the questionnaire addr d th respondent's bio-data such as age, income 

bracket, period of car "n r hip, du ati n level etc. 

3.7 Data nulysis 

cfor, pr · · · ·ing th' r ponses, the completed questionnaire was edited for 

ompl 'len and con istency across respondents. Data was then coded to enable the 

be categorized for analysis. 

For ea e of anal sis and evaluation, pie charts, tables and graphs were used to present the 

data collected. Descriptive statistics such as percentages, means and frequency was also 

used to summarize the data. 

Due to the large number of variables considered, factor analysis was also employed. This 

further enabled establishment of any interdependencies between factors affecting brand 

loyalty and demographic factors of the respondents such as gender, age, education level 

etc. 



CHAPTER FOUR 

4.0 DATA ANALYSIS AND FINDINGS 

4.1 Data Editing and ( oding 

Th qu ti nmur .. " 'r d it~.;d and coded after they were filled in. All the questionnaires 

return d b th r , p ndent ere usable for data analysis . 

Table ~.1 Number of re pondents 

Targeted respondents Actual Respondents % Response rate 

120 100 83% 

Source: Research data 

From the table above, the response rate was 83%. This was deemed adequate and 

sufficient for data analysis purposes. This also compared favorably to other studies such 

as Warnbugu (2002) at 75% and Kwena (2002) at 79%. 

4.2 Demographic Characteristics of Respondents 

4.2.1 Age 

Table 4.2 

ge (Year) Frequency 

18-29 28 

30-39 36 

40-49 26 

50 and abo\'c 10 

100 

our : R ar h data 

Percentage 

28 

36 

2 

10 

100 

h 11 ull ov indic t that mo t f th car O\\ n 1 f: ll in th a •c 

repr ntin pul ti n. It i n t bl th. t th nd hi •h 



frequency is in the 18-29 age bracket. This is indicative of the early income earning 

capability and the need to own a ar either for practical or prestige purposes. The age 40-

49 category closely folio' a11hird larg t frequency. This frequency spread may be 

indicative of the co' t,;J'Ug thnt th )il mark~;ting c mpanies need to take into account 

when dcvelopin • brand I alt pr gram' and particularly advertising messages. 

4.2.2 l~dut<ttion 

Table 4.3 

Le,,el Frequency Percentage 

Primar· 2 2 

Secondar 11 11 

College 27 27 

University 60 60 

Total 100 100 

Source: Research data 

From the data above, the highest percentage of respondents (60%), have a University 

education. If college education is taken into account, this means that a total of 87% of the 

respondents have a minimum of a college education. 

It is important to note here that in drawing the population sample, convenience sampling 

was used and data may not be reflective of the total population distribution. Nevertheless, 

this would be worthwhile information for oil marketing companies to consider when 

developing educational and advertising material on products or to communicate changes 

in product quality. 



4.2.3 Expenditure 

Table 4.4 
.- . I Amount per mouth (K · t 

-Below 2000 

2000-5000 
1-

5000-10000 

10000-15000 

Abo e 15000 

Total 

Source: Research data 

Frequency Percentage 
I--

6 6 

29 29 

26 26 

17 17 

22 22 

100 100 

It is notable that a significant 65% of the respondents spend Kshs. 5000 and above per 
month on fuel consumption. This is reflective of the rising cost of fuel. It is also a pointer 
to the importance of fuel as a business driver and hence the attention paid to fuel costs by 
consumers. 

4.2.4 Marital Status 

Table 4.5 

Marital Status Frequency Percentage 

Single 32 32 

Married 68 68 

Total 100 100 

ource: Re earch data 
he above data indicates that 68% of there pondents ar married \ hil t 2o,o arc ingl . 

'I hi i reO ctive of the age group of there p ndents where 7 %of the r 1 ndent , cr 
0 and abo\'t;. 



4.2.5 Gender 

Table 4.6 Analysi. f (.t nd l'r 
r--

Frequency Gender Percentage 
f-

Mnle 64 64 

I~ enuale 36 36 

Total 100 100 

Source: Research data 

It is evident from the above data that the car owner population of the respondents is 

predominantly male (at 64%). 

4.3 Descriptive Analysis of the factors determining loyalty to a Petrol Station 

Table 4.7 Individual Factor Rankings 

Factors tested Mean Ranking 

Avai lability of all types of fuel at petrol station 

Brand name carried by the petrol station e.g. is it one of the major 

oil com anies 
Lowest posted price of fuel 

Service station has frequent promotions/offers 

Relation hip\ ith the petrol station dealer (refer definition guide 

Prod~ct quality g uarantee/assurance 

--~----~~~~~~~--

The petrol station offers other facilitie re taurant, 

conv nicnce shop, automat d t II r machin . tyrc entre and car 

4.07 10 

3.96 12 

4.17 7 

3.08 18 

2.66 20 

.11 8 

4 



Individualized attention to customers e.g. customer known by 
3.21 17 

name 
Speedy all round service from fu ling t payment processing 

4.60 3 

Clean restroom/toilet 4.22 6 

The petrol station i I att: In ar rk/homc 
3.37 15 

The petrol tati n t. I ,11 d 111 a <.: un.: area with adequate lighting 
4.61 2 

--
Advcrtisin' aml lh · t tand ' I' cl of corporate social responsibility 

e.g. · mununil. and c:harity upport 3.26 16 

Pa ·t c ·pt:ri~n e mth the brand 3.90 13 

Abilit to pa ' u ing an acceptable credit card 
3.98 11 

K istence of a lo alty program for frequent buyers e.g. 
3.55 14 

accumulating points for later rewards 

Other associations with the brand e.g. relationship with employees 

of the oil company, business partnership, share ownership 2.83 19 

Source: Research data 

The questionnaire included a Likert scale as follows: 

1 Not at all important 

2 Not important 

3 Neutral/Does not matter 

4 Important 

5 Very Important 

The mean score for the various factors tabulated in Table 4.7 was derived by obtaining 

the mean of the scores assigned by all the respondents for each factor. In view of the fact 

that 4 on the Likert scale represented a rating of Important for the factor reviewed th 
, ese 

factors rated 4 and abo e \ ere singled out in order of importance as folio\ s: 

1) Product quality guarantee, assurance 

2) The petrol station is located in a secure ar a \ ith ade uat lighting 

3 peed all round ervice from fueling to paym nt proc mg 

4 Willingne ofth<.: mploycc to v luntaril ' offer under th b 1111 1 and tyrc 

pr wind cr n cleaning t . 

ut pr du t nd ncr· I ' r m.tinkn n c 

I n r tr m t il t 



7) Lowest posted price of fuel 

8) Forecourt attendants are n at and appealing 

9) The petrol station offi r th r fa iii tics such as restaurant, convenience shop, 

automated tell r m·1 hin~.: , t r entre and car maintenance 

10) Availabilit )( fud at petrol station 

Rounding th · m 'an up to I decimal place for interpretation purposes against the 

LIK R1 cui . Jl 11 wing additional factors emerged as Important i.e. a scoring of 4 : 

11) Abilit to pay using any acceptable credit card 

12) Brand name carried by the petrol station e.g. is it one of the major oil companies 

13) Past experience with the brand 

14) Existence of a loyalty program for frequent buyers e.g. accumulating points for 

later rewards 

It is to be noted that although the other 6 factors assessed were not considered important, 

the respondents indicated their view of these factors as neutral rather than not important. 

4.4 Factor Analysis of the factors affecting petrol station loyalty 

In recognition of the fact that consumers may consider a group of factors rather than a 

single factor in determining brand loyalty, it" as deemed necessary to further conduct 

factor analysis. 

abl 4.8 Factor nal) 



The petrol station is located in a secure area 
with adequate lightening 0.486 0.492 0.298 -0. 129 -0.111 0.219 0.288 2 
Brand name carried by the petrol tation e.g. i 

it one of the major oil compani~ 0.108 0.644 0.196 -0.068 0.166 -0.392 0.196 2 
Speedy all round service from fu lm' t 
payment processing 0.009 0.635 -0.062 -0.010 -0. 189 0.449 -0.029 2 

_Past CX£Erience wtth the bt n I 1- 0.059 0.747 0.053 0.141 0.093 0.035 -0. 185 2 
Advertisi ng and the btan I' · It' ·Ill! ·oq 01 at 
socia l rcsponstbtltt c . •. . lll\111\lllll and 
chat ity supptlll 0.397 -0. 164 0.440 0.085 0.323 0.040 0.332 3 

lean rcslnllllll tllil ·t · 0.264 0.047 0.6 13 0.140 -0.132 0.011 0.049 3 
Abilit to pt u ·in • uny uC£_~able credit card -0. 141 0. 195 0.649 0.222 0.108 0.022 -0.007 3 
Th~: pl'lrol st,tll n trer ther facilities such as 
rcsl:.nu ant. ·om em nee hop. automated teller 
machines. tvre centre and car maintenance 0.033 -0.08 1 0.646 -0.362 0.412 0. 124 -0.063 3 
Individualized attentiOn to customers e.g. 

customer k.n0\\11 by name 0.003 0.003 0.064 0.746 0. 186 -0.0 14 0.278 4 
Other a ociation \\ith the brand e.g. 
relationship with employees of the oil 
company, bu iness partnership, share 
ownership -0.070 0.340 0.429 0.436 0.200 0.027 0.057 4 
Relationship with the petrol station dealer 
(refer deftnition guide) 0.115 0.006 0.125 0.809 0.041 0.006 -0.068 4 
Existence of a loyalty program for frequent 
buyers e.g. accumulating points for later 

rewards -0.011 -0.029 0.068 0.228 0.726 0055 0.193 5 
Lowest posted price of fuel 0.138 0.107 -0.103 -0.015 0.444 0.575 -0.062 5 
Service station has frequent promotions/offers 0.148 0.081 0.088 0.055 0.663 0.089 -0.175 5 
Willingness of the employees to voluntarily 
offer under the bonnet and tyre pressure 
checks windscreen cleaning etc. 0.153 -0.0 11 0.177 -0.002 0.095 0.781 0.082 6 
The pe~ol station is located near work/home 0.076 -0.094 0.096 0.232 -0.045 -0.011 0.755 7 
Availability of all types of fuel at petrol 

station 0.285 -0 230 0419 0.246 -0.048 -0.087 -0.527 7 
Source: Research data 

From the above data, individual factors were analysed and grouped into 7 major factors 

based on the generated correlations and commonalities of the indi idual factor . These 7 
groups serve to highlight factors that may influence the consumer's perception of another 

factor 111 the same grouping, leading to either a ncgativ or po iti e link, ith th petrol 

station rand. 

By w. y of e:planation, there pendent ' mea ur s of the fact r wcr highly rrclall:d 

i.e. the rating of ne factor highl ' influ need th c ring of the th r fact r 111 the am 

m r ing group . 



Factor 1: 

• Forccour1 •ttt mhnt~ ar n~.:at and appealing 

• I ro hu.:l quulity uarantce/assurance 

• en' I tat1 n employee knowledge about products and general car maintenance 

requirements 

This factor can be summarized as Product Quality and Knowledge 

Factor 2: 

• The petrol station is located in a secure area with adequate lighting 

• Brand name carried by the petrol station e.g. is it one of the major oil companies 

• Speedy all round service from fueling to payment processing 

• Past experience with the brand 

This factor can be named Brand Association and Service Quality 

Factor 3: 

• Advertising and the brand's Ie el of corporate ocial responsibility e.g. 

communit nd h nt support 

• Jean rc tro m ft ilct 

• bility to pa 'u ing. ny ccpt bl red it card 

• 'Ill n: t lll nt m enien~.: 

ut m t 1 t II r m hin r m int n 111 



This factor can be named Convenience and Corporate Social Responsibility 

Factor 4: 

• Jndividualiz d tit ·ntt n t u t mcrs e.g. customer known by name 

• th r as·) ·wti n · "llh the brand e.g. relationship with employees of the oil 

c mp·m '. u me partnership, share ownership 

• Relation hip \ ith the petrol station dealer (refer definition guide) 

This factor can be named Customer Relationships and Individualized Attention 

Factor 5: 

• Existence of a loyalty program for frequent buyers e.g. accumulating points for 

later rewards 

• Lowest posted price of fuel 

• Service station has frequent promotions/offers 

This factor will be named Price, Promotions and Loyalty Programs 

Factor 6: 

• Willingness of the employees to oluntarily offer under the bonnet and tyre 

pre sure checks, wind creen cleaning etc. 

Thi factor will be summariz d as dded aluc by Pctr tat ion 

Fa tor 7: 

• h 



• Availability of all types of fuel at petrol station 

This factor will be named Petrol tation lo at ion and Product range availability 

4.5 Factor Ranking 

Having established th . f-1 ll r 'r uping , a further analysis was conducted to rank these 

larger fuct , ... 'I hi · " J · d n I generating the mean of the mean scores of the various 

fa ·tor con ·titutmg the gr up. 

Table 4.9 Factor Ranking 

FACTOR NAME MEAN RANKING 

SCORE 

1 Product Quality and Knowledge 4.40 2 

2 Brand Association and Service Quality 4.27 3 

3 Convenience and Corporate Social 3.89 4 
Responsibility 

4 Customer Relationships and Individualized 2.90 7 
Attention 

5 Price, Promotions and Loyalty Programs 3.60 6 

6 Added Value by Petrol Station employees 4.47 I 

7 Petrol Station location and Product range 3.72 5 
availability 

Source: Research data 

It is therefore important that, \ hen addre ing individual factors other factor that may 

P itivcl or ncgati ely impact the individual factor b taken into c 
11 

Jdcrat · 
1 n. 



HAPTERFIVE 

5.0 Dl UMMARY AND CONCLUSIONS 

5.1 Introduction 

The objectives of this study were to establish the factors that determine loyalty to an oil 

marketing company. It was further set to establish the 3 most important factors that 

impact loyalty to an oil marketing company. 

Review of literature highlighted a number of factors that were considered to have an 

impact on brand loyalty. This study sought to establish whether these factors also applied 

to the Oil Marketing industry with specific emphasis on the fuel retailing sector. 

5.2 Discussions and Conclusions 

The findings of the study have been covered in hapter Four and wi ll be further 

di scussed in this chapter. 

5.2.1 on urn r Demographic and Implication for Brand 

Loyalt) n rati n 

I rom an, ly i of the finding , it wa cvid nt that alth ugh th highc t numb r f ar 

th 1 ' l 'l: brackl:t 

Y< c ntribut c mbin 



strategies, it would therefore be recommended that the full age spectrum be taken into 

account. 

The research finding al o p intt:d t th fa t that petroleum fuel consumers were largely 

of College and Univ 'rsit · · lu '<lti n I d . Any communication geared toward 

gen rating bran II 1y.tlt\ sh uld be developed taking into account these levels of 

c gni:ranct:. 

Analy i of the findings re eal that, 71% of fuel consumers spend Kshs. 5,000 and above 

per month on petrol. This is a significant amount of spend and these consumers will place 

importance on value for their money. This is reflected by the high rating accorded to 

additional service offered by petrol station attendants such as under the bonnet checks 
' 

wind screen cleaning etc. 

Although only 36% of fuel consumers are female, this is a potential growth target group 

and it would be recommended that brand building programs be equally geared towards 

the both the female and male category. 

From oral interviews, it was apparent that security would be of significant added value to 

the female consumer. Oral interviews also revealed that the female car owner is 

increasingly experiencing limited operating hours gi en the long working hours. 

Convenience shops, albeit only for bare essentials\ hilc fueling is th rcforc appreciated. 

5.2.2 actor D t rmining L yalty 

It i 10 b not d that of the fact r . am in d, 14 ut of 20 \\ cr rated a Imp rtant. .1 
h 

b Ian fa to \\hi I t n t con id r J im1 ort nt \\ c n t r t lunimp rtant hut ,uhcr 



neutral. This distinction is important so that whilst addressing the most important factors 

the others remain in focus for po ibl att ntion at a later stage. 

Of significance is that out f th - indi idual factors assessed, "lowest posted price of 

fuel " was rank d at 7. It" till r all d that the Problem Statement highlighted the fact 

that post d, r guhti )Jl. th II marketing ompanies had largely adopted a low price 

tratcgy and thi · "· th asis of competition. 

A p in ted ut b · acker ( 1991 ), the recognized need was to develop sustainable 

competiti e advantages based upon non-price competition. 

From this research, important factors that will generate sustainable, competitive 

adjustment can be summarized as: 

Product Quality Guarantees, Quick service, Employee added value in terms of offering 

under the bonnet checks and related services, low prices, clean restrooms, security and 

adequate lighting at the station, service station attendants' product knowledge and car 

maintenance requirements. 

Factors such as relationship with the dealer, frequent promotions, individualized attention 

to customer and advertising were of no significant importance to the consumers. It should 

hO\: e er be noted that these were considered as "does not matter" rather than "not 

important". 

id from the individual factor ranking, the factor grouping g n rat d highlight d th 

n d t n ure that attention i n t on\ ' paid to the individual factor . 1 he rdati 11 hip 

nd impa t f n fa tor n nother mu t be t ken int c unt in d vel pin , brand 

th l lh t 



service station employees were considered important and were not impacted by any other 

factors . They further revealed that Produ t Quality and Guarantees which was ranked 

very highly as an individual f~ t r uld b impacted by the petrol station attendants' 

general appearan anu kn "k I' ab ut products and general car maintenance 

requirement. . In )(h ·r" rd a mpany may focus on advertising product quality. 

11 w ver. i r th tr I tati n attendants are poorly dressed and untidy, this would have 

an adver c impact n the perception of that company's or petrol station's product quality. 

imilarl , speed , all round service and brand name were found to be co-related. As an 

e 'ample regardless of the brand name, if the service is unsatisfactory in terms of speed, 

this would adversely impact future perception of the brand. 

The learning here is that an unsatisfactory service experience at one of the brand outlets, 

would lead to a negative perception and possible boycott of all the Brand's outlets. It is 

therefore imperative that speedy service is replicated and consistent at all the Brand's 

retail outlets. 

As observed under individual factors, the grouped factor Price, Promotion and Loyalty 

Program" ith a mean score of 3.6, was of low importance to the consumer. The fact that 

promotions are periodic in nature would lend credence to this finding. In other words, a 

petrol station or marketing company may experience a surge in sales olumc 0 r th 

promotion period , this factor on its O\ n i not capable of generating Brand o alty. 

5.2.3 . 1 t Imp rtant Fact r aff ting Brand L . alty 

,1r h findin' p int t ward Pt du t uality and uaranh: (m an 14.( 9 

b in, th in ,I tn t imp rt nt f< t rind t rminin h nd 1 '.It , t • n i\ 



marketing Company. This may have arisen after various consumer experiences with car 

mechanical problems resulting from pur ha of contaminated product. 

The security of the servic tati r of 4.61), with adequate lighting 

emphasized, wa rank d th . n I m t important factor. This could be as a result of the 

current fo ·us on in· ·urit 111 I r lat~,;d incidences reported in the media. 

o ting u m ·an · • r f 4. 0 peedy all round service was ranked a close third in the 

importtm e hierarch . Thts is perhaps, in recognition of the increasingly hectic life style 

experienced b airobi residents. The amount of time spent at work, in traffic jams, 

dropping and picking up children from school, leaves minimal time for fueling cars. 

Minimal turn around time at a petrol station is therefore highly appreciated by customers. 

The group factor analysis and mean score evaluation of 4.47 revealed that, Service/Petrol 

Station employees' additional services such as under the bonnet checks, windscreen 

cleaning and tyre pressure checks were rated the most important. This is probably 

because customers consider these additional services added value for the relatively high 

spend on fuel. 

Ranked as second mo t important factor impacting Brand/ utlet yalty and with a 111 an 

score of 4.4 wa Product Quality and Knowledge. 

indi\'idual factor , a trong link\ a c tabli hed bet\\C n pctr 1 tati n att ndant ' 

appearance and product knowledge and the erception of th pr du t qual it m red b 

the il lark ting ompany. 

'I h third mo t imp rtant f: tor'' ith am n dctcm1 in~.:d t he l t ·md 

n t th t th allin, 



under this category are security of the petrol station, speedy service, brand name and past 

experience with the brand. This means that under-performance on one of these factors 

such as poor service would impn t n rn ti lyon the perception of the brand. 

5.3 Rl' · mm ·ndaHon · 

From the r · ·~:m· ·h tinding . it i apparent that there are factors considered important in 

generating brand lo ·alt . Further, some of these factors are strongly related. It is 

recommended that Oil Marketing companies shift from the traditional price competition 

platfom1 and focus on these factors. 

In creating a brand loyalty generating strategy, Oil Marketing companies need to review 

the product quality and levels of service offered. In view of the high importance attached 

to additional services offered by the petrol station attendants, it is recommended that 

training programs targeted at service station employees be developed. Given the 

relatively low importance rating assigned to frequent promotions and offers, this spend 

should perhaps be channeled towards rewarding petrol station attendants. The rewards 

could be linked to exemplary and consistent service offered to customers as a means of 

motivating the attendants. 

Considering the high importance attached to security of a petrol station, it would be 

prudent to include this as part of ne\ site selection criteria. Attention is al 0 drawn to th 

fact that ccurit ma be con idercd a high! important factor at the mom nt due to th 

overall level of in ccurit current! · being c:pcricnc d in 1 
1air i and the countr a a 

country' curity pr blem be addrc din · uturc, thi fact r ma . 

hi ,hJy imp rt mt t r, ffi tin hr· n l l •tlt •. 



Lastly and as in all other busine sa p t , it is recommended that Oil Marketing 

Companies continuously ke p abrr..;n t r th on umer dynamics which impact factor 

determination and rankm ' · 

5.4 imitation of the tudy 

1. The sample size of 120 may not be adequately representative of the population of 

car owners in Nairobi, thus limiting the generalization of findings. 

2. For convenience purposes, the study was conducted in Nairobi. The purchasing 

behavior of Nairobi consumers may differ from other regions. The factor rating 

established in this research may therefore not be applicable to other regions in 

Kenya. 

3. The use of pre-determined questions where petroleum marketing language was 

used may ha e resulted in responses that are not an accurate reflection of the 

respondent's ie\l . 



5.5 Suggestions for Future Research 

This study analyzed very man ' f: t r n [! ling brand loyalty to a Petroleum Marketing 

Company. 

• t that future research be narrowed to the 3 most important 

determine the extent to which these impact brand loyalty. It 

, uld al be interesting to establish the impact of these factors on profitability. 

• Thi stud focused on one aspect of Brand Equity i.e. Brand Loyalty. Further 

studies can be conducted to asses factors influencing other Brand Equity assets 

such as Brand Awareness. 

• This study did not assess the impact of consumer demographics on Brand 

Loyalty. Future research could be carried out to ascertain whether education level, 

gender or age has an impact on Brand Loyalty. 
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APPENDIX (ii) 

PETROLEUM RETAIL SITES IN KENYA AS AT JULY 2005 

Company Nairobi Mombasa Mt Kenya Eldoret Nakuru Kisumu Totals Caltex 32 13 14 10 15 9 93 
Total 38 17 11 12 12 12 102 Sheii/BP 70 21 ~1 0 14 0 126 Mobil 26 10 ?0 11 15 11 93 Kenol 80 18 31 17 14 14 174 Engen 6 1 0 1 0 8 Nock 3 0 0 9 11 6 29 

TOTALS 255 80 97 59 82 52 625 

Pa 49 



APPENDIX (iii) 

DEFINITION GUIDE 

(Please use the following definitions to an wcr the following questionnaire) 

1. Service Station i us d inh.:r h;\ng '< l ly with Petrol station and is used to define retail/re-
fuelling outlets 

2. Brand Name or lh · ·tali n r (!·r to the mother company e.g. Caltex, Mobil, NOCK, Shell, 
Total, Kobil. Pi"rt etc . 

3. D •akr r ·fct" t the ind1 idual running the Service/Petrol station 
4. Forecourt define the ervice station area where the pumps are located 
5. Major Oil companies refers to Oil companies of a market share size higher than 10% e.g. 

alte Kobil, Mobil hell, Total 



APPENDIX (iv) 

QUESTIONNAIRE 
(Your assistance is answering the following questions will be highly appreciated) 

PART A 
1. Please indicate the e tent t \\hi 'h th s' stat mcnts are important in your choice of 

Petrol/Service ' tation "h •n r lu \lin 1 our car. 

I. Availubility ol' ull lYI · f 
fuel at a p ·trol stuti n 

2. Brand name carried by the 
petrol tation e.g. i it one of 
th major oil companie . 

2. Lowe t posted price of fuel 

3. Service station has frequent 
promotions/offers 

4. Relationship with the petrol 
station Dealer (refer definition 
guide) 

5. Product quality 
guarantee/assurance 

6. The Petrol Station offers 
other facilities such as 
re taurant convenience 
hop, Automated teller 

machines, tyre centre and 
car maintenance 

7. er.·ice tation employee 
knowledge ab ut product 
and general car 
maintenance requirement 

, . I ore ourt tt ndant an.; 
n at, nd app aling 

' •r lmportan 
important t 

4 

[ 

] 

] 

1 1 

Neutral 
3 

[ ] 

1 

Not 
important 

2 

1 

[ 

] 

Not at all 
important 

1 

[ 

[ 

[ 

] 



customer known by name 

11. Speedy all round 
service from refueling to 
payment processing 

16. Clean restroom/toilets 

17. The Petrol Station is 
located ncar whcr · I w ltk 

or live 

. The P ·trol ·tuti n i · 
located in a ·ecure area 
with adequate lighting 

Very 
important 

s 

Very important 
5 

19. Ad ertising and the 
brand's level of 
Corporate Social 
responsibility e.g. 
community and 
charity support 

20. Past experience 
with the Brand 

21. Ability to pay 
using any 
acceptable credit 
card 

22. xi tence of a 
loyalty program for 
frequent buyer · e.g. 
accumulating 
point for later 
reward 

Importan 
t 
4 

Impo 
rtant 

4 

[ 
] 

[ 
] 

[ 
] 

Neutral 
3 

Neutral 
3 

Not 
important 

2 

[ 

Not 
important 

2 

Not at all 
important 

1 

Not at all 
important 

1 



23. Other associations 
with the Brand e.g. 
relationship with 
employees of the 
Oil company, 
business 
partnerships, share 
ownership 

Very 
important 

5 
Important 

4 
Neutral 

3 

Not 
important 

2 

Not at all 
important 

1 

2. What are the most important factors in your choice of a Petrol station? Please rank all the 
factor belO\: starting from No 1 for the most important 

l. Availability of all fuel types [ ] 
11. Speedy and efficient service [ ] 

111. Cleanliness of the station 
Including restroom facilities [ ] 

lV. Existence of a Loyalty program for frequent buyers [ ] 
V. Ability to use a credit card [ ] 

Vl. Attendants general knowledge of appropriate products [ ] 
Vll. Service station brand name [ ] 

Vlll. Relationship with the service station dealer [ ] 
lX. Heritage of the Brand i.e. Local vs. Multinational [ ] 
X. Advertising and Level of Corporate Social Responsibility [ ] 

Xl. Product quality guarantee 

Xll. Price of fuel [ ] 
Xlll. Employee ' appearance [ ] 
XIV. Location of the station [ ] 
X. Availability of other facilities e.g re taurant ATM etc. [ ] 

XVI. Other ( pecify) .......................................... . .............. 



PARTB 

1. What is your name? (Optional) .................................... .. .......... . 

2. Where do you live (Estate) ............................... ............. . 
3. Please tick your occupation b low a appr priate. 

(a) Formal employment 
Public 
Government 
Parastatal 

Prival l: 
Company 
N ,() 

(b) df-empl ed 
Formal bu "ine " per on 
Profe i nal on ultant 
lnfom1al bu ine s person 

[ 
[ 

[ 
[ 
[ 

] 
] 
] 

Any other specify ______________ _ 

4. Please tick the age bracket in which you fall. 

(i).18-29 years 
(ii).30 - 39 years 

(iii).40 - 49 years 
(iv).50 years and above 

[ 
[ 
[ 
[ 

] 
] 
] 
] 

5. What is your gender (tick) 

6. 

7. 

Male [ ] Female [ 

What is your education level? 
(i). Primary [ ] 

(ii). Secondary [ ] 
(iii). College [ ] 
(iv). niver ity [ ] 

Plea e indicate your marital tatu 
(i) ingle [ ) 
(ii) 1arried [ ] 

Plea e tick the bracket under \ hich you fall according to th am unt pent n fud per 
month K h ). 
Below 2000 [ ] 
2 o-50 o [ I 

-t o [ I 
-15 [ 1 

[ ] 

I 1:1 ~ K) Ot fOR YOt n. < -< PER \'1 I( 



Factors tested 

2.Brand name carried by the petrol 

major oil companies 

3.Lowest posted price of fu 

APPENDIX( v) 

FACTOR SPECIFICATION 

nc of the 

convenience shop, automated teller machines, tyre centre and car 
maintenance 

8.Ser ice station employee knowledge about products and general 
car maintenance requirements 

9.Forecourt attendants are neat and appealing 

1 O.Willingness of the employees to voluntarily offer under the 

bonnet and tyre pressure checks, windscreen cleaning etc. 

II .Individualized attention to customers e.g. customer known by 
name 

12.Speedy all round service from fueling to payment processing 
13.Ciean restroom/toilets 

14.The petrol station is located near work/home 

15.The petrol 

lighting 

il 

level of corporate ocial 

upport 

credit card 

e.g. 

pat n hip h 1r 


