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ABST 

The objectiv of the study was to identify the factors that influence wirele s telecom 

operators' loyalty and to identify the effect of switching barrier on customer loyalty in the 

telecommuni ati ns equipment supply indu try. 

To satisfy the research objectives the author used a descriptive research design 

comprising a census survey of irele s telecommunication operators in Kenya. 

Primary data wa collected u ing semi-structured questionnaires. The questionnaire was 

administered through telephone urvey, face to face interviews, or through email 

depending on the interviewee. The target respondents were the wireless telecoms operator 

companies' taff and managers. The data analysis was done using mean scores, 

percentages and standard deviation . Where appropriate the study results are presented in 

pie charts and graphs. 

The result of th tudy showed that the leading factors of electing a vendor are 

reliability of equipments, technical support and low cost. The study found out that there i 

high satisfaction in most vendors' operations and maintenance ystem (89%). 85% ofth 

respondents wer al o satisfied with the performance of the equipments. Despite th 

willingness of the operators to switch vend rs there are still barrier that make this 

difficult. The c st of replacing equipments (37o/o was consider d to be prohibitive. 

The study recommend that the international suppliers of wireles telecom equipment 

hould focus on cu tomer satisfaction. Thi hould be through provision of good product 

and ervice quality, and also maintaining reasonable costs of the equipment and service . 

The study further recommends that customer loyalty should be as a result of product 

benefits and not a a re ult of the switching co ts which may b prohjbitive. The study 

ther fore recomm nds that competition among vendors should b encouraged to nsur 

that delivery of high quality services is maintained. The tudy went further t 

recommend that witching barrier should be brought down so as to encourage 

competition in the industry. 
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ERO E 

TRODUCTION 

1.1 Customer Lo alty Concept 

Cu tamer loyalty is a company's ability to retain satisfied customers, other studies 

suggest that customer loyalty provides the foundation of a company's sustained 

competitive edge, and that developing and increasing customer loyalty is a crucial factor 

in companies' growth and performance (Lee & Cunningham 2001; Reichheld, 1996). 

The loyalty busines model is a bu iness model used in strategic managem nt in which 

c mpany resources are employed so as to increase the loyalty of customers and other 

stakeholders in the expectation that corporate objectives will be met or surpassed, a I yal 

customer makes a r peat purchase and recommends other cu tamers out of hi own will. 

According to Buchanan and Gilles (1990), the increased profitability a sociated with 

cu tamer retention efforts occurs because the cost of acquisition occurs only at the 

b ginning of a relationship. This and other theory of cu tamer loyalty sugge t that a 

bu ines that retain it customers for longer results in mor revenue at lower cost than 

one that is constantly paying to acquire new customers. Factors that influence cu tamer's 

loyalty are however not definite but will depends on the industry and the pecific 

cust mer and this resear h seeks to identify such factors. 

Getting a customer s loyalty is not a trick that can be quickly learned and performed 

creating loyal customers depends fundamentally on following good and sound busine s 

and marketing practices right across the business all the time. Some of the factors that are 

pr umed to greatly affect a vendors' ability to build loyal customer base include having 

products that are highly diffi rentiated from those of the competiti n, higher-end product 

wh r price is not the primary buying factor products with a high service component and 

multiple products for the same customer among other. 



Loyalty diffi rs in repertoir and subscription markets ( harp Wright and oodhardt 

2002). In repertoire market (e.g., consumer goods , purchases spread over a repertoire of 

brands and consumers regularly switch brand . Loyalty is polygamou and often 

operationali ed as share of category (e.g. Cunningham 1956· Ea t Harris and Lomax 

2000). In contrast, customers in subscription markets (e.g. telecommunic tions and 

utilities) typically exhibit sole-loyalty to on brand and often over long peri d. witching 

thus entails stopping using a brand totally and allocating purchases entir ly t a new 

brand (e.g. Sharp Wright and Goodhardt 2002). 

The significance of cu to mer loyalty is that it closely relates to the company's continued 

survival and to strong future growth. Hence for a company to maintain a stable profit 

level wh n the market is mature and competition is fierce, a defensive strategy which 

strives to retain existing customers is mor important than an aggressive one, which 

expands the ize of the overall market by inducing potential customers ( om ell 1992 · 

Ahmad & Buttle 2002). 

1.2 Telecommunication and Loyalty 

The central driving for e behind global tel communications is the desire o f individuals 

and organizations to ke p in touch and to be informed. Th transmissi n of b th voice 

and data i both pleasurable and profitable. There is increase connectivity globally for 

both individual and cooperate use. One can now transmit any information from the home, 

at the office, and even as while driving or flying. There i however shift from basic to 

enhanc services, from analog to digital networks from wir line to wireles equipment 

from r gulation to liberalization, and hence from mon polies to a wide array f 

comp titi nand cooperation among telecom vendors. 

Communications Commi ion of Kenya (2007) lists the following operators in Kenya as 

operator with a wireles network. 

1. Safaricom Limit d 

2. C ltel Limit d 
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3. Telkom Kenya Limited (TKL) 

4. Flashcom Limited 

5. P p t Wireless 

Among th international t lecom operator who have operated in K nya include 

Vodafon PL of UK and Vivendi Telecom of France who have made a succe sful entry 

and operation in the Kenyan market through joint partnership with local firm , Safari com 

and Kenc 11 r pectiv ly. However in 2003 Vivendi Telecom pulled out of the cellular 

telephony market. Sameer Group the majority shareholders in Kencell negotiated with 

several firms, including MSI of Holland, fl r the purchase of Vivendi's share which were 

finally purcha ed by Celtel International and the name changed to Celtel. The 

involvern nt of the international partners in the local operator's business has great 

influence in the equipment upply market, the foreign partner in most case in responsible 

for finance and technology which is key in purchase of telecom equipment. 

Telecommunications equipment consists of a vast array of tel phone netw rk and related 

apparatu used by the operators in their own facilities and marketed to households and 

organizations. The two major categories are switching and transmission equipment which 

is basically a hardware infrastructure and ubscriber or customer premises equipment. A 

further distinction can be made between wire line and wirele s equipment. The heart of 

wire line systems is the c ntral office witching equipment, which rout s message 

between senders and r ceivers. Analog witching has given way to digital networks, 

resulting in better ystem performance in terms of higher speeds and more reliability. The 

net re ult is integration of voice and data communications and augmentation of 

subscrib rs' telephone sets with computer power. Thi is the market for which the 

intemati nal telecom equipment vendors are competing 

Global Telecom arket 

The global telecom market according to the Intemati na1 Telecommunications Uni n 

(ITU), wa worth U D 1 .4 trillion in 2003 up seven percent on 2002 figures. Telecom 

serv1c constituted 78 percent of revenue while telecoms equipment accounted for th 
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balance of 22 percent. 2004 aw a steady 7.1 percent increa e in the worth of the 

communications indu try to an estimated USDl.S trillion. 

Global Syst m for Mobile (GSM) is the leading technology of wireless/mobile 

technologies, giving it a 76 percent share of the subscriber ba e, followed by Code 

Division Multiple Access (CDMA) with 12 percent, Time Division Multiple Acce s 

(TDMA) with 7 percent and PDC with 4 percent. In March 2004, 544 GSM networks in 

183 countries were operational. The worlds leading equipment vendors include the 

following Motorola, Nokia, Siemens Alcatel, Avaya, Ci co Systems, Ericsson, Fujitsu, 

Huawei Technology, Intel Lucent Technologies, NEC, Nortel, Samsung, ZTE and UT 

Starcom 

Con olidation of Telecom equipment vendors 

The con olidation i largely attributed to the diminishing telecom market growth rates. 

The recent buildup of wireless communications and the Internet has slowed, so it has 

become difficult for equipment vendors to maintain historic revenue and profit growth 

rates. 

The emergence of new suppliers has also put pressure on product pricing. Chinese 

networking vendors such as Huawei Technologies and ZTE for instance, have been 

experiencing some succcs by offering low-priced systems. The end result is that network 

equipment pricing ha been dropping. The merged companies expect that they will 

reduce their operating expenses by consolidating duplicate functions and reap from the 

benefits of economies of cale. Another factor for con olidation i the number of 

telecommunications carriers has been decreasing. Longstanding industry leaders such as 

and MCI have merged with or been acquired by other companie , thus the number of 

potential telecommunications customers has dwindled. 

In the global telecorn equipment market consolidation of equipment suppliers in year 

2006 left three competitor a the market leaders and dominants. The merger of Alcatel 

and Lucent led to formation of very competitive telecom equipment vendor. 

lcatel!Lucent is th leader in wire line products as well as CDMA wireless. Ericsson 
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currently i th leader in the overall wirel ss infrastructure market and al o maintains 

strong po itions in n twork services and wire line IMS. The joint ventur between 

okia's n tworks busine and Siemens carrier business forms a meaningful number 

two comp titor to Eric on. ortel pos es e strong market position in optical 

equipment 

Telecommunication in frica 

Africa in general is still characterized by low telephone penetration, slow network 

growth, low key sy tern , suboptimal reinvestment of profits high pricing, poorly 

dimensioned intercity telephone links and widely varying national network 

infrastructure . 

In countri s such as Mauritius and Madagascar, the pro perous islands that njoy high 

tourism valu -added rvices are an ess ntial part of the infrastructure. In comparison 

with oth r areas of the world, the sub-Saharan region, which excludes th Republic of 

South Africa and the orth African countrie of Algeria, Egypt Morocco and Tunisia i 

characterized by chronic under funding for equipment. Lack of skilled lab r and the 

absence of strategic planning and poor corporate management has contributed to the low 

tate of telecommunication . 

Telecom equipment supply market in enya 

In Kenya the Telecommunication sect r falls under the ministry of tran port and 

communication the mobile telephone ervices in Kenya started in 1 92 with the 

analogue system that wa widely known as the Extended Total Acce C mmunication 

System (ET ACS) which was commercially launched in 1993. During thi entry period 

the services were so xp nsive that it was only a few who could afford th m. The co t of 

owning a mobile hand t was as high as Kshs.250 000. This resulted in a marginal 

mobil ubscriber growth of less than 20 000 for a period of seven years from 1993 -

1999 (Communication mmission of K nya market Inti rmation 2005). 
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Improved u e of wir less ser ices 

As th con umer ' u e of wireless t lecommunication device and services increased 

rapidly the u e of wireless phones which were initially used for voice service only 

start d to g t new uses such as data s rvices, text messaging, internet access, gaming, 

contact and payment ervices. 

The Kenyan wirele s telecommunication ervices indu try i entering a new transition 

period and thi has been brought about by the fast market growth in the wireless 

telecommunication industry. The nUinber of player in this industry continues t grow 

in October 2006 the licensing body Communication Commi sion of Kenya (CCK) 

named the Second ational Operator (SNO) and this operator who will co1npete with 

both fixed and mobile operators will be issu d with a unified license. The oth r xi sting 

telecomm operators will al o be i ued with a unifi d license a they apply. Th 

estab]i hed operators in the wireles industry afaricom and C ltel are thus shifting their 

strategic £ cu away from only attracting new customers to also retaining existing 

customers thr ugh th promotion of customer loyalty and pro vi ion of new service . The 

new entrants or new service provider are focused in getting new user and getting part 

of th market, thi has led to strong competition which can be se n in price wars 

promotions pecial offers and adverti ement. 

Th stiff competition in Kenya's mobile telephone industry is set for higher stakes with 

the announcement by Safaricom that it would be launching a regional network soon. In 

reaction to ltel's move Safaricorn entere into discussion with Uganda's MTN and 

Tanzania's Vodacom, in a bid to establish a linkage for a regional network (East African 

Business W k (Kampala) October 30 2006) and February 2006 the three of east africa's 

leading cellular phone operators - kenya's safaricom, uganda's mtn and tanzania's 

vodacom launched a seernless network to counter rival celtel' borderless network {Th 

East frican (Nairobi February 6, 2007) 
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1.3 tatement of the Problem 

In the Kenya's wireless tel communication industry the number of registered ervice 

providers using wir less technology are increasing. There is increase in competition 

amongst the equipment suppli r each adopting different and sometimes similar trategies 

to enter and get a large market shar . This has be n witne by the fierce fight in 

tend ring process and project delivery mass cross ov r of tel com professionals from 

one vendor to another has be n witne sed and i an indicator of the competition amongst 

the vendors. 

For the equipment vendor it has been a tough battle to nter the markets, entry of Kenya 

telecom market is riddled with enonnous challenges including political patronage, lack of 

qualified telecom professionals and the low technical trength of the operators. To secur 

entry of a vendor equipment to an operators n twork i not the end of challeng s in the 

K nyan market but rather the beginning Siemens initially dominated Safaricom and 

Alcatel dominated Celtel but with time it changed. Huawei entered Safaricom to provide 

int lligent network (TN service replacing the Siemen node and also provided optical 

network equipment. Ericson has recently entered Celtel replacing Alcatel and shrinking 

their market hare. These events seem to aggravate the situation but indicate a gap 

between the vendor and the operators. The key questi n to th vendors in this indu try at 

the moment is how to get, increase or sustain the market share in the Kenya wirele s 

tele mmunications industry. For thi reason it is important to identify factor that 

influ nee the customer's ati faction and loyalty. 

This research will thus attempt to answer the question, what factors influence telecom 

op rator' vendor election and loyalty? What is the level of sati faction of the telecom 

operator with their vendor? And what can influence a telecom operator to switch it 

vendor? 

Thi study therefore aimed to id ntify the factors that influence Kenya's wirele s 

tel communication perator ' loyalty to global telecom vendors. 
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1.4 Objective of the Stud 

The study focused on th wireless telecommunication ervices in Kenya particularly in 

application of Global Sy tern for Mobile (GSM) and Code Division Multiple Acce 

(CDMA). The objective of the study was to:-

a. Identify the factor that influence a wireless telecom operator' loyalty to a vendor 

b. Id ntify the effect of witching barrier on customer loyalty in th telecom 

equipment supply industry 

1.5 Importance of Study 

The results of the study would b of great importance to the Wir less operat rs Wirele s 

equipment suppliers/manufacturers, Policy makers, and ICT regulating bodie . Thi study 

would contribute to th under tanding of cu tomer loyalty. It would further reveal the 

effi ct of customer satisfaction and switching barrier on the customer loyalty. F r a telecom 

vendor it would reveal in detail the variable of customer satisfaction and help in customer 

retention and increasing the market share. The equipment operators too would value the 

result of the study a it could a sist vendor selection. The regulatory body CCK and 

gov mment policy making bodie would have clear und rstanding on policie that ne d to 

be put in place to guide the industry as it grow so a to meet th government objective of 

providing affordable and reliable communication with fast roll out by u e f wireless 

technology. Other would be beneficiarie from the study finding include C mmunications 

ommis ion of Kenya (CCK), Telecommunications operator and vendors Higher 

education in titutions Internet ervice providers, D velopment partners, IT associations 

and societi Computer vendor , ICT users, ICT equipment manufacturers and IT 

Parliamentary Committee among others. 

The finding will directly influence the dev lopment of strategie that result in rapid ICT 

development, provide a framework to aid in coordinating all bodies in the ICT area, 

c rdinate the setting of ICT tandards and form basi to sensitiz stakeholder on the role 
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of customer atisfacti n and switching barrier on Customer loyalty. La t but n t lea t wa 

presented to the Univer ity of Nairobi as a partial fulfillment of the requirement of the 

degree of Master of Bu ines Admini tration (MBA). 
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C PTER WO 

LITE TURE REVIEW 

2.1 Introduction 

Thi chapter is onsi ting of review of exi ting literature on the topic of study. It focuses on 

cu tomer satisfaction, barrier switching and their effect on customer loyalty. The model to 

b used to analyze the conceptual relationship among variables affecting customer loyalty 

based on the relationship derived that services quality influences cust mer satisfaction 

and that switching cost influence the switching barrier. Both switching barrier and the 

u tomer atisfaction influence customer loyalty. 

F llowing the reforms in the Kenya's telecom policy and global trend there has been 

con olidation in the equipment supplier market. There is limited or almost no local supply 

capacity of telecom equipment in Kenya except through agency which was stronger in the 

past but has now diminish due to local and international trends. In the past three suppliers 

Siemens Alcatel and Ericsson wer the major players in wireless equipment upply but 

recently two players from China Huawei and ZTE have joined. Siemen is a dominant in 

the Kenyan market in terms of number of equipment capacity. Supply to cellular operators 

revolves around a frame agreement over a medium term arrangement of up to 5 years with 

n supplier. The operat r are out ourcing services including maintenance to the supplier 

t the point that the distinction between the supplier and the operat r is blurring in day-to

day operations. Issue f customer satisfaction and loyalty is thus very important for 

bu iness continuity for ach of the vendors especially at the moment where competition is 

on record high. 

The table below indicates th current main supplier and operat r relationship in Kenya 

wireless equipm nt indu try. 
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upplier Operator 

tern ens Safari com 

Ericsson Celt 1 

Alcatel Celtel 

Huawei TKL Popote Em com) 

ZTE TKL, Flashcom 

Harris Safaricom, TKL 

Local entrepreneurs who in the past acted as agents of some international vendors have no 

or little entry point into this market and opportunities are dwindling fast. The impact is a 

reducing access to the upply market for local entrepr neurs and con olidation of the 

market to few international suppliers. 

According to the CCK Annual Report of 2003/2004, the overall Government objective for 

the sector i to optimize its contribution to the development of the Kenyan economy as a 

whole by en uring the availability of efficient, reliable and affordable communication 

service throughout the country. According to this report the g vernment has set the 

national telecommunications targets as follows: 

1. Improve the tele-density in rural areas from the current 0.16 lines to 5 lines per 100 

inhabitants by the year 2015; 

2. Improve the tele-density in urban areas to 20 lines per 1 00 inhabitants by the year 

2015; 

3. To increas the number of mobile ub cribers to 10 million by the year 2015; 

4. Expand the current international internet bandwidth to I Gbp by the year 2015· 

5. Ensure that all secondary school and tertiary institutions have internet access by 

the year 2007 
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These targets translate to in tallati n of 1.5 million fixed lin s in rural areas and 2.4 million 

fixed lines in urban area respectively from the year 2004. At an estimated average cost of 

about US $ 1 500 per lin the total inv stment will amount to about US 5.85 billion. This 

means that, on average, the annual requirements will be ab ut US$390 million. This is a 

good market size to attract great interest for the international vendors. 

The fixed line service registered a downward ubscriber growth trend of 8.9% in 2004 and 

a further declined by a further 6.8 % from 299 225 in June 2004 to 278 867 by June 2005. 

This downturn wa du to termination of subscribers, who had given up service but were 

listed as subscribers under the 'Temporary out of Service" status for a long period. The 

other possible reason can be attributed to the availability of mobile services, which offer a 

more convenient and readily available substitute to fixed line services (Communications 

Commis ion of Kenya Annual Report 2004/2005). To study the relationship of factors that 

influence cust mer loyalty and relationship of customer sati faction, witching barrier and 

cu tamer loyalty to international te]ecom vendors the model used by M.-K. Kim et al. 

Telecommunications Policy 28 (2004) will be used. The conceptual frame w rk of this 

model is shown below. 
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Figure 1: onceptual framework 

Servic 
Quality 

witching 
Cost 

ource: M.-K. Kim et al. Telecornmunicati n Policy 28 (2004) 

Managerial and acad mic literature extol the benefits of pr venting cu t mers from 

witching servic pr viders (Ganesh Arnold and Reynold 2000· K aveney and 

Parthasarathy 200 l ~ Reichheld 1996). h e studi s hare a k y theme th t switching 

reduc s r nue and profit. bowing that reducing customer d fl ctions by 5% increased 

profitby75o/oforcr ditcardc mpanies R ichheldand asser(l990 p.l05)c ncludethat 

defection have a tronger impact on profitability than cale, market share unit costs and 

many oth r factors u ually ass ciated with competitiv advantage . or continuous utiliti 

uch a mobile tel mmunicati ns switching is particularly a s rious problem. As the e 

firms pread high fixed costs over an install d customer bas , departing customers lower 
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future revenue treams, but not fixed costs. Furthermore it co ts more to acquire new 

customers than to prevent them from defecting (Farnell and W m rfelt, 1987; B. Mittal 

and Lassar, 1998; Zeithaml Berry and Parasuraman, 1996). Thi i a an indication that 

switch barrier is important for revenue and profitability of a firm and can thus be used to 

gain cu tomer loyalty. 

Research in witching identifie different determinants and often c nflicts on how the 

determinant behave. For example Yavas Benkenstein, & Stuhldreier (2004) assert that 

poor service quality i the root cause of bank switching, wher as Gerrard and Cunningham 

(2004) maintain that price is more influential than service quality wh n witching banks. 

Similarly, some studies suggest that customer satisfaction is an important antecedent of 

loyalty (Bowen and Chen, 2001; B. Mittal and Lassar 1998), whereas others oppose this 

view (Gerpott, Rams and Schindler 200 I· Mazursky, LaB arb ra and Aiello 1987). In thi 

tudy we shall analyze the variable of service quality and it effect on customer 

ati faction. 

Providing superior customer satisfaction has become critical in the wireless industry to 

bolster customer retention and increase revenue potential. According to J.D. Power and 

Associates 2003 in a U.S. Wireless R gional CSI Study cu t mer satisfaction can be 

measured bas d on 42 specific service-related issues grouped into ix key areas that impact 

overall carrier performance. These are (in order of importance): call performance and 

reliability (26% · customer service (17% · service plan options (17o/o)· brand image (14%); 

cost of servi e (14%); and billing ( 12%). For the Kenyan market vendors will low cost and 

excell nt local upport is presumed to take precedence and this study will seek to examine 

it. A vendors image is also considered to play a significant role for the operator during 

vendor selecti n. 

Sev ral tudie document that the average company loses half its customers 

ev ry fiv y ar and that it cost five t t n tim s as much to obtain a new customer as to 

keep an exi ting one. Businesses can thu improve their customer retention by developing 

and managing cu tomer relationship with aim of achieving customer loyalty. 
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2.2 Revie on Elements of Conceptual ramework 

2.2.1 Customer loyalty 

Approaches to the study of customer loyalty fall into three broad categories the behavioural 

approach the attitudinal approach and the integrated approach (Oh, 1995) The behavioural 

approach examines the customer' continuity of past purcha e , then measures customer 

loyalty by rate of purcha e frequency of purchase and possibility of purchase. The attitude 

approach in{j rs customer loyalty from psychological involvement, favouritism and a sense 

of goodwill towards a particular product or service. 

The integrated approach takes account of both behavioral and attitudinal variables, in ord r 

to create it own concept of customer loyalty. In this r s arch the integrated theory of 

customer loyalty as our methodological framework is adopted. Th concept of cu tom r 

loyalty is understood as a combination of customers' favourable attitude and the behaviour 

of repurchase. Earlier studies of factor affecting customer loyalty usually set th fo us on 

customer satisfaction and the switching barrier (e.g., Dick & Basu, 1994~ Gerpott, Rams, & 

Schindler 2001· Lee & Cunningham 2001). Customers experi ncing a high lev 1 of 

satisfaction are likely to remain with their existing provid rs and maintain their 

subscription. However according to some research customer sati faction, while positively 

influencing customer loyalty, is not always a sufficient condition, and in some ca e , fails 

to produ the expected effect. Hence, these researchers uggest that it is neces ary to 

analy e ther potentially influential factors. It is in this c ntext that the concept of the 

switching barrier was proposed (Jones, Mothersbaugh, & B tty, 

2002). Further it has been d mon trat d that the switching barrier plays the role f an 

adjustment variable in the interrelationship between custom r atisfaction and cu tomer 

loyalty. In other words, when th level of customer satisfaction is identical, th level of 

customer 1 yalty can vary depending on the magnitude of the switching barrier ( .g., 

Colgat & Lang 2001· Jones et al., 2002· Lee & Cunningham, 2001). 
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2.2.2 Customer atisfaction 

Customer satisfaction generally m ans custom r reaction t the tat of fulfillm nt and 

customer judgment of the fulfilled state (Oliver, 1997). In this paper, we borr w this 

definition of ustomer satisfaction. There are many benefits for a company from a high 

customer satisfaction I vel. It heightens customer loyalty and prevents cu t mer chum, 

lowers customers price sensitivity, reduc s the costs of failed marketing and of new 

customer creation reduc s operating costs due t cust m r number increases improves the 

effectiven ss of adverti ing, and enhances bu iness reputation (Fornell 1992). The main 

factor det rmining customer sati faction i the customers own p rception f ervice 

quality (Z ithamal & Bitner, 1996). In this tudy we hall define service quality as the 

customers' satisfaction or dissatisfaction form d by their experience of purchas and use of 

the service (Parasuraman, Zeithamal, & Berry, 19 8). In earlier studies on mobile 

telecommunication services service quality ha been m asured by call quality pricing 

structure, mobile devic s, value-added services, convenience in procedures, and customer 

support (e.g., Kim 20 O· Gerpott tal. 2001; Lee, Lee & Freick, 2001). 

Many factors cause con umers to tay with their existing provider or switch to c mpetitors. 

Most studies as well a conventional wi dom suggest that improving service quality 

satisfies cu tomers and thus r tains their loyalty (Keaveney, 2001; Zeithaml, Berry and 

Parasuraman 1996). onvers ly customers with negative service experience switch or 

consider witching to another ervice provider (Jone and Sas er 1995· Lewis and 

Bingham, 1991 . Determinants, however, go beyond service quality and customer 

atisfacti n. 

Price stands out as an ther ov rwhelming reason for switching, for example, in insurance 

(Roos, Edvardsson and Gustaf: s n, 2004) and banking (Gerrard and Cunningham, 2004). 

Brand trust leads to cornmitm nt, which then attenuates customers' propen ity to switch 

(Moorman Zaltman and Deshpande, 1992· Morgan and Hunt, 1994). Yet c n umers may 

switch brands or erv1ce provid rs for behavioural r asons such a variety se king (Giv n, 

1984), impulse (St m 1962), and situational context (Skoglan and Siguaw 2004). 
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Switching co t are al o imp rtant witching determinants Jon s Mothersbaugh and 

Beatty 2000· hanna and Patt rson 2000). For example Burnham Frel and Mahajan' 

(2003) cross-industry findings indicate that switching costs such as monetary lo s and 

uncertainties with then w service provid r det r switching despite dissati a tion. 

2.2.3 he switching barrier 

Switching barrier or switching costs i used to describe any impediment to a customer's 

changing of uppliers. In many markets, consumers are forced to incur co ts when 

switching from one upplier to another. These costs are called switching cost and can 

come in many different hapes Thompson and Cats-Baril (2002) defines switching costs as 

"the costs associated with switching supplier" while Farrell and Klemperer (2002) write 

that ''a consumer face a switching cost between sellers when an investment specific to hi 

current seller must be duplicat d for a new eller". As these definitions indicate, switching 

costs can arise for everal different reasons. Examples of switching costs include the effort 

needed to inform fri nds and relatives about a new telephone number after an operat r 

switch cost related to training of staff on installation, operations and maintenance of a 

new quipment from a different vendor and co ts in terms of time lost due to the paperwork 

necessary when switching to a new lectricity provider. Types of switching cost include: 

exit fees search costs learning cost cognitive effort, emotional cost equipment cost 

installation and start-up costs financial risk, psychological risk, and social risk 

Th switching barrier refers t the difficulty of switching to another provider that i 

encountered by a cu tomer who is dissatisfied with the existing service or to the financial 

social and p ychological burden felt by a customer when witching t a new carrier 

(Farnell 1992). Th refore th higher the switching barrier, the more custom r is fore d 

to remain with hi r her exi ting vendor. From the above and for the purpose of this study 

the switching barrier i made up of witching cost, the attractivene s of alternatives and 

interpersonal relation hips. 
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Switching cost means the cost incurred when switching, including time money and 

psychological co t (Dick & Basu, 1994), and is defined a perceiv risk, ins far as there 

are potential losses perc ived by customers when switching carri r such a los e of a 

financial perfonnanc -r lated ocial, psychol gical, and afety-r lated nature (Murray, 

1991 ). 

For the purpose of this tudy, taking into account both findings from arlier studies, and 

Spe ificitie pertaining to wirele s telecommunication s rvices we have defined switching 

cost as loss cost adaptation co t, and move-in cost. Lo s cost refer to the perception of 

los in social status or performance when cancelling a ervice contract with an existing 

vendor adaptation cost refers to th perceived cost of adaptation, uch as search cost and 

learning cost; and move-in cost r tl rs to the economic cost involved in switching to a new 

vendor such a the purchase of an w device and the license fee. 

ttractivene of alt matives means the reputation, image and service quality of the 

replacing vendor which are exp ted to be uperior or more suitable than tho e of the 

existing vendor. Attractiveness o alternative vendors is intimately linked to service 

differentiation and indu trial organization. If a company offers differentiated s rvices that 

are difficult for a competitor to match or to provide with equivalents or if few alternative 

competitors exist in the market customers tend to remain with the existing vendor 

Bendapudi & Berry, 1997). 

The psychological emotional and social costs of switching are often overlooked or 

underestimated by both buyers and sellers. Gourville (2003) lists several rul s of thumb to 

help understand why many con umers do not immediately switch from a product they 

currently u e to the latest innovative improved product even if the cost differenc i 

minimal. 

Pe pie ar nsitive t the relative advantag and di advantage f any change from the 

tatus qu . So a new, improved product, no matter how great it is on its own m rit mu t be 

ignificantly better than what the consumer is currently using before he will switch. 
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Different people have different reference point . For example, a hi-tech traveling sale man 

would evaluate the advantages of a cellular over a landline phone from a much dif~ rent 

perspective than a home-bound, fixed-income retiree. People exhibit loss aver ion. The 

pain of giving up a benefit is much more significant than the pleasure of gaining that 

benefit. 

The Switching costs thus affect competition. When a con umer faces switching costs, the 

rational consumer will not switch to the supplier offering the lowest price if the witching 

costs in terms of monetary cost, effort, time, uncertainty and other reasons, outweigh the 

price differential between the two suppliers. If this happens, the consumer is aid t be 

locked-in to the supplier. lf a supplier manage to lock-in consumers the supplier can raise 

prices to a certain point without D ar of losing customer because the additional effects of 

lock-in (time, effort etc.) prevent the consumer from witching. This research aim to 

confirm if higher witching co t can result in higher 1 vels of loyalty and ret ntion of 

Kenyan wireless Telecom operators. 

2.3 he relationship ben een customer satisfaction the switching barrier and 

customer loyalty 

Generally customer satisfaction and customer loyalty are very closely related. u tamer 

sati faction function as an antecedent of customer loyalty. It prevents customer chum and 

con olidates ret ntion th reby constituting an important cause of custom r I yalty 

(Fomell, 1992 · Reichheld 1996). Further while affected by mark t structure customer 

typ and customers' individual ways of solving problems, the connection between 

cu t mer satisfaction and cu tomer loyalty is not always a linear relation, although it 

con titutes a positive relationship (Farnell 1992; Soderlund 1998). And when cu tamers 

switch the service provider, they tend to perceive the burden of ri ks which becomes the 

witching bani r that influenc s customer loyalty. 
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To measure the factor that influence customer loyalty a per the foregoing r view the 

variables are defined it as follows: 
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H PTERTHREE 

Re earch De ign 

Survey research design was used. This made possible the measur ment of variables and 

examining the relationship among the variables. Cr -sectional design method wa 

adopted because of the limitation f the time of the study. 

Population 

The population for this survey was five telecom operators in Kenya with a wirele s 

n twork pr viding voice ervice a the main service product. They were Safaricom, Celtel, 

T lkom Kenya Pop t wireles ( mcornm Ltd) and Flashcom 

Sampling 

Quota sampling method was used. This ensured that all the five wireless operators in 

K nya were repre ented by u ing proportionate equipment network capacity of each 

operator a consideration of the subscriber capacity and the tage of growth of the 

perator' service was considered. There were tw important departments for each 

perator interviewed the platming and implementation departm nt and op ration and 

Maintenance department. A total sample of 50 was considered convenient and sufficient to 

tudy the population. 

From the data available from operators and the communication commission of Kenya the 

n twork capacity i as shown in the table below. The sarnpl was thu constituted a 

follows 
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Tablel: etwork capaci 

Wirele s Network Number Remarks 

capacity share in % Surveyed 

Safari com 54 25 National operator 

Celtel 34 15 ational operator 

Telkom Kenya 5 6 New CDMA network and is 

the olde t national operator 

Flashcom 0.7 2 Only in airobi 

Popote Wirel ss 0.3 2 Only in airobi 

The selection of respondents wa based on the operator' organizati nal structur whereby 

th most nior officer in the department were responsible for responding to the 

questionnair and where not available the immediate next were selected. Middle level to 

s nior level manager of respective departm nts/products and teams were selected. 

Data Collection Method 

Data was c llected through que tionnaire. The questionnaire targeted Chief executive 

nior managers and engineer of the operator. Key departments of proj ct planning, 

engineering and op ration and maintenance were target d. 
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Table 2: Operationalization of operator loyalty to upplier ofwirele equipment . 

Variable Defmition I tern to be mea ured 

all quality Call quality ace rding to Call clarity using th vendors equipment 

customer percepti n coverage 

Equipment Pricing and pric chedule Reasonability of equipment cost 

cost/Pricing Availability of financing option 

tructure Flexible payment m thod and chedule 

Rea onability of other cost such as spares 

repair and maintenance service 

Equipment Equipment functionality Quality of equipm nt and software 

hardware and design Performance of the equipment 

and Reliability of the equipment 

software a e and sujtability of vendors op rations 

and maintenanc y terns 
Product/ Compatibility with exi ting and future 
Service quipment of ther vendors 
quality ize and M dularity of the equipment 

deign 

Value- Type and convenience of Variety ofvalu -added services 

added value-added s rvices Convenience of u e of value-added services 

servtces Whether value-added service are up-to-

date 

Convenienc Subscription and change onvenience of acce sing the vend r 

e tn procedures Availability of reliable local support 

Procedure 
Availability and procedures f spares, 

repair service and n w requests 

Access of v nd rs support re urce 

Compliance to ervice level agreement 

Cu tom r Customer support syst m Variety of customer upport sy terns 

supp rt and complaint Speed of complaint proces ing 
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Switching 

cost 

Loss cost 

Adaptation 

cot 

Move-in 

cost 

processing ase of r porting complaint 

Friendline when reporting complaint 

ompetence of vendor upport engineers 

Perc ption of loss ln Difficulty of changing equipment t another 

status/image and vendor 

performance as ociated Loss of b n fits such a close relations with 

with the switching from an vendor's staff, discount , existing upport 

existing vendor resources tc. 

P rception of cost of lnconveni nee of having to learn a new 

adaptation associated Equipment and it's operation and 

with witching to a new maintenanc 

vendor eed to search for information on new 

vendor it s support team information and 

resources when switching vendor 

Perception of conomic Cost of replacing equipment with that of a 

cost involved in new vendor 

witching to a new vendor Cost of training the staff on the new 

equipm nt 

Attractivene Alt mative operator s Alternative vendor' reputation 

s of reputation image and Alternative vendor' unage 

alternatives service quality according Alternative vendor' overall s rvice quality 

Switching barrier 

Customer satisfaction 

to the customer's 

perc ption 

Ec nomic and Economic loss associated with switching 

psychological difficulty vendors 

perceived by customer Psychol gical burden associated with 

when switching vendors switching vendors 

Cu t mer s reaction to th Overall atisfaction with the vendor 

state of 

satisfaction, and Overall satisfaction with the service 
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customer's judgment of 

satisfaction level 

Combination of customer's Intention to tay with the current vendor 

ustomer loyalty favourable attitud toward 

the ervice and intention to Intention to r commend the curr nt v ndor 

r -purchase th to other operators. 

servi eel equipment 

The Que tionnaire were admini tered through telephone urvey, face to face interviews, or 

through email d pending on the interviewee. 

Data Analysis 

Descriptive statistic was u ed to analyze the data. The use of frequency tables, 

percentages mean scores and factor analysis was used. 
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CHAPT RFOUR 

D T AL Sl DF D GS 

4.1 Introduction 

In thi chapter data pertaining to the factors that influ nc a wireles t lee m operat r s 

loyalty to a vendor and the effect of switching barrier on customer I yalty in the telecom 

equipment supply industry i analyzed and interpreted. 

All the 5 mobile/wireless telecommunication companie in Kenya w r tudied from 

which a sampl of 50 respondents were drawn. The respondents comprised mainly of the 

companies chief xecutives, senior manager and engine rs. Questionnaire were giv n to 

the respond nts, out of which 27 respondent responded by completing and returning the 

questionnair . This gave are ponse rate of 54%. 

4.2 General information 

In this section the tudy sought to know fr m the re pondents wh th r or not they had 

wireless/mobile network. It became clear that up to 93 percent of the respondent had the 

n tworks. The tudy also found out from the analysis that majority of the respondent were 

not sure of the network capacities of th ir companie or the number of ubscribers 

connected to their grid. 11 percent indicated that their network capacity wa 5 million. 11 

percent indicat d that the number of user connected to their network was 6 milli n. There 

was however a high rate on none respons . 

The respondents were a ked to indicate how many vendors have upplied th m with 

network equipments. A majority of them 33°/o) indicat d that they were being upplied by 

two vendor . Yet again none response rat was high 49%). (Figure 2) 
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Figure 2: umber of vendors supplying network. 

49% 

Number of vendors supplying equipments 

11% 

33% 

7% 

Source: Primary data 

o 1 Vendor 

• 2 Vendors 

o 4 Vendors 

o None response 

The respondents were asked to indicate their network vendors. The study found that 

Huawei is the most preferred vendor (56%). Siemens is the next preferred vendor ( 4 %). 

Figure 3 show the findings of the analysis. 

Figure 3: Wireless/Mobile vendors 

Vendors o Siemens (S) 

60 56 

50 • A lcatel (A) 

~ 40 
C'O 

o Erickson (E) 

c: 30 
Q) 

~ 20 Q) 
o Huawei 

a.. 
10 

• ZTE(F) 
0 

Respondents o Nokia (N) 

Source: Primary data. 

The study ought to know h w long the companies have supplied with their current vendor. 

The finding f the analysis are depict din table 3 below. 
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Table 3: Length of time been erved ith current end or 

Std. 
rrorof td. 

N Mean Mean Deviation 
Less than one year 27 1 0 0 
One and under three years 11 1.5 0.2 0.8 
Three and less than five years 10 2.3 0.5 0.2 
Five and less than ten years 10 2 0.2 0.7 
ource: Pnmary data. 

It is apparent from the analy i that most of the telecom perators ha e b n served by the 

vendor for a period of between three and les than five y ar a i depict by the mean of 

2.3. 

4.3 Factors influencing election of endor 

The tudy here sought t e tablish the factor that influ nc the wireles /mobil operat r 

in sel cting th ir n twork v ndors. The findings of the analy i are ummarised n xt. 

4.3.1 Reasons for selecting vendor 

Respondent were a ked to indicate rea ons why they lected their current vend rs. 

Re ponses ar ummari d in table 4 below. 

able 4: Rea on for el ctin vendor. 

Credit 
Good Reliability Quality Stability facility The Flexibility 

Low technical of the (call of the by equipment of the Not in 
cost support equipments clarity) company vendor capacity company category 

11 26 30 19 11 3 0 0 0 

22 19 30 15 11 0 3 0 0 

4 4 0 0 0 0 0 0 92 
7 4 7 12 0 0 0 0 70 

4 4 0 0 0 0 0 4 88 

7 15 15 0 0 0 0 0 63 

0 7 4 4 0 0 0 0 85 
There ult in table tw abov show that the respondent who preferr d temen looked at 

the reliability of the quipments (30o/o) and technical upport (26% while th e who 
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pr ferred Huawei were driven into choo ing the vend r b cause f r liability f the 

equipments (30%) and affordability in terms f costs of pare , repair and maint nance 

(26%). 

4.3.2 Rate of sati faction with the preferred vendor 

The study sought to find out the level of satisfaction of the op rator on the listed it ms 

received from the vendors of network equipm nts. The findings of the analy i are d picted 

in table 5 below. 

Table 5: Rate of atisfaction with the preferred vendor 

Extremely Extremely None 
satisfied Satisfied Moderate Dissatisfied dissatisfied response 

Call clarity 26 33 22 11 0 7 
Capacity and coverage 22 33 19 11 7 7 
Reasonability of equipment cost 4 48 22 11 0 15 
Availability of financing option 26 44 7 4 0 19 
Flexible payment method and 
schedule 22 44 4 4 0 26 
Reasonability of other costs as 
spares, repairs and maintenance 22 33 4 4 0 37 
Stability of equipment and software 15 37 26 4 0 19 
Performance of equipment 19 44 22 8 0 7 
Reliability of equipment 15 44 22 7 4 7 
Ease and stability of vendor 
operations and maintenance system 26 41 22 4 0 7 
Compatibility with existing and future 
equipment of other vendors 19 37 19 4 11 11 
Size and modularity of equipment 
design 15 37 19 15 4 11 

Available value added services 7 33 41 7 7 4 
Convinience of use of value added 
services 0 44 37 0 7 11 

Value added services up to date 7 41 37 0 8 7 

S urce: Primary data 

The data analysis revealed that 89 percent of there p ndents indicate that they are sati fied 

with ease and uitability f vendors operations and maintenance y tern. The study further 

revealed that 85 percent f the respondents are ati fied with the performance of the 

equipments, r liability f the equipment and that th value added of the vendors is up to 

date. 
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4.3.3 Rate of satisfaction with the preferred vendor 

In this section the study sought to establi h how th r spondent rate their preferred 

vendors. The findings of the analysis are as depicted in table 6 below. 

Table 6: Rate of satisfaction with the preferred vendor 

Extremely Extremely None 
satisfied Satisfied Moderate Dissatisfied dissatisfied response Total 

Convenience of accessing vendor 41 30 11 7 0 11 100 
Availability of reliable local support 33 30 11 7 7 11 100 
Availability of spares, repair services 
and new requests 15 52 7 7 7 7 100 
Access to vendor support resources 19 37 11 7 15 11 100 
Compliance to service level agreement 11 41 15 11 7 15 100 
Variety of customer support systems 
and resources 7 37 19 11 7 19 100 
Speed of complaint processing 11 30 30 4 11 15 100 
Ease of reporting complaint 22 37 22 7 0 11 100 

Friendliness when reporting complaint 22 44 11 0 4 19 100 

Competence of vendor support team 37 37 7 4 7 7 100 

Source: Primary data 

The analysis h w that 7 4 percent of the respondents indicated that th y are satisfied with 

the competence of their vendors support team. 71 percent are satisfied with the 

convenience of accessing the vendor. 

4.4 Switching vendors 

In this section the study sought to establish factor inhibiting or promoting witching of the 

network vendor in the industry. Findings of the analysi are summari e below. 

4.4.1 Have switched vendor 

The respondent were asked to indicat whether or n t they have witched vendors. The 

relevant result are shown in the figure 4 below. 
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Figure 4: Have switched vendors 

15% 
Switched vendors 

52% 

aYes J 
•No 

0 None respo~se 

Source: Primary data 

It i clear from the results of figure 4 that 52 percent of th respondents have indicat d that 

their companies have switched vendors. 33 percent haven t witched vendors. 

4.4.2 Switched from-to 

Th tudy sought to establish the direction of change. The respondents were a ked to 

indicate where they migrated from and where they went t . The findings of the analy is are 

a depicted in th table 5 below. 

Table 7: Switched from-to 

Frequency Percent 
Brite to Huawei 2 7 
ZTE to Huawei 1 4 
Motorola to Siemens 1 4 
Alcatel to Siemens 2 7 
Safaricom to Celtel 1 4 

Alcatel to Erickson 1 4 

Nokia to Alcatel 4 15 

Siemens to Huawei 1 4 

None response 14 51 

Total 27 100 

Source: Primary data 

The results in table 5 show that majority of the respondents indicated that they migrated 

from okia to Alcatel (15%). Again majority of there pondents (51%) did notre pond. 
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4.4.3 Reasons for switching 

Respondents were asked to indicate reason why th y were switching 

findings of the analysis are as shown in figure 5 below 

nd r . The 

Figure 5: Reasons for switching 

25 

20 

Source: Primary data 

Reasons for switching 

Respondents 

I 
c Product/service 

quality 

• Timely techical 
support 

0 Low costs of 
replecem ant & 
spares 

0 Good will 

• Reliability of 
equipments 

o Com partibility of 
equipment& 

• Capacity 

It is clear that 23 percent of the respondents have indicated that they witch vendors due to 

m r reliability of equipment of the new vendor a opposed to equipments of the former. 

19 percent switch due to better quality of products and ervices offered by the new vendor 

as opposed to th former vendor. 

4.4.4 Likely to switch vendors 

The r spond nt were asked to indicate whether they were likely t witch vend r in the 

future. The findings are summarised in the figure below 

32 



Figure 6: Likely to switch vendors 

Likely to switch vendors 

Source: Primary data 

oYes 

.l\lo 

o None response 

The data analysi found that only 15 percent of respondents indicated that they were likely 

to switch vend rs. Again none response rate was so high at 63 perc nt. But this would be 

taken to mean that they are respondents who had indicated that they had witched vendor . 

22 p rcent are not likely to switch vendors. 

4.4.5 Reason for likelihood to switch 

The study ought to establish the reasons why the operators are likely to switch vend rs. 

The findings f the analy i ar sumrnari ed in figure 7 below. 

Figure 7: Rea ons for likelihood to switch 

Reasons for possibility of switching vendors 
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Source: Primary data 
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It was clear from the findings of the analysis that 15 perc nt f th r p nd nt ind1cat d 
that the reasons why they were likely to switch vend rs wer a a r ult f hanging 

technology and high costs of maintenance and repairs. hange of Operator' wn r hip 

was al o indicated as a factor for switching. 

4.4.6 Rate of difficulty of switching vendors 

Th tudy in this secti n sought to find out the difficulty a 

The findings of th tudy are summarised in table 8 below. 

Table 8: Difficulty in switching vendors 

Very 

iated with switching v ndor . 

Very None 
convinienVeasy ConvinienVeasy Neutral lnconvenlenVdifficult inconvenienVdifficult response 

limitations of interfaces 
compartibilitv etc 15 33 22 11 7 11 
loss benefits associated with 
current vendors. 11 30 30 7 7 15 
learning new equipment and 
its operation and 
maintanance 41 30 7 7 0 15 
Search for information on 
new vendor. its technical 
support and resources 22 33 19 7 4 15 

Cost of replacino equipments 11 15 26 22 15 11 
Cost of training staff on new 
~uipment 15 22 19 26 7 11 

Sour : Primary data 

The analy i of the data has revealed that 71 percent of th re pondent h v tn icated that 

learning new equipment and its operation and maintenance are no hindranc t witching 

vend r as th y find these practice easy. 55 percent of the re pondents have indicated that 

sear h for information n new vendor, its technical support and resource 1 al easy. The 

nly factors that are considered difficult are the co ts of replacing equipm nt (37%) and 

th c t of training staff on new equipm nts (33%>). 
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4.4.7 ttractiveness of alternative vendor. 

The respondents were asked to indicate h w they would rat attractivene 

vendor. The responses are represented in table 9 below. 

Table 9: ttractivene of alternative vendor 

Not 
Most Not likely 
likely Likely Neutral likely at all 

Alternative vendor's reputation 44 26 7 4 
Alternative vendor's image 30 41 7 4 
Alternative vendor's overall service quality 44 22 11 4 

Sourc : Pnmary data 

alt mative 

None 
response 

0 19 
0 19 
0 19 

Th analysi found that 71 percent of the respondents indicated that alternative v ndor's 

image would most lik ly cause them to switch vendor . 70 percent indi t d that 

alternati vendor's reputation wa likely to cause them wit h vendors. 

4.4.8 Problems a sociated with switching to another vendor 

The r pondent w re asked to indicate how they rate items regarding switching t another 

vend r. Responses are represented in table 10 below 

Table 10: Problems associated with switching to anot er ven or 
Not a 

h d 

Not a problem None Extremely 
costly/High Costly/High Normal problem at all response 

Economic loss associated with 
37 22 4 4 19 switching 15 

Psychological burden associated 
15 19 37 0 11 19 with switching 

Source: Prim ary d ta 

Th d 1 
· led that 52 p rc nt of the respond nts indicated that ec n mic los e ata ana y ts r ea 

· · h · h' · high Th other 34 perc nt indicated that th p ychological a ctated w1t wttc tng ts · 

burden associat d with switching is high. 
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4.4.9 Level of satisfaction with preferred vendor 

The study sought to establish the level of ati faction of the op r t r with their prefl rr d 

vendors. The findings of the analysis are depicted in figure 8 below. 

Figure 8: Level of satisfaction with preferred vendor 

Level of satisfaction with preferred vendor 

11% 4% 

7~~) 
\1 52% 

22%"'-.j 

Source: Primary data 

o Extremely satisfied 

• SatiSfied 

o Moderate 

o Dissatisfied 

• Extremely dissatisfied 

c _l'l_one res pon~ I 

The data analy is revealed that 56 percent of the respondents indicated that they are 

satisfied with th ir preferred vendors. Only 11 percent are not atisfied. 

4.4.1 0 Reason for satisfaction or dis atisfaction with preferred vendor 

The researcher further sought to establish the reasons for ati faction or di ati faction of 

the operators with their preferred v ndors. The finding of the analysis are ummarised in 

figure 9 below 
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Figure 9: Reasons for sati faction or di atisfaction with preferred vendor 

Reasons for satisfaction or dissatisfaction with preferred vendor 
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Source: Primary data 

Respondents 

c L irnted capacity and technology 

• Laxity in technical support 

o Reliability of equipments 

o High costs of spares and 
maintanance 

• Poor customer care 

c Good after sale services 

• None response 

The results in figure 9 show that 26 percent of the respondents indicated that r liability of 

the equipments made them sati fied with their vendors. 22 p rcent have indicat d that 

limited capacity of equipment and technology make them di sati fied with their vendor. 

4.11 Possibility of remaining with the current vendor 

The study al o ought t e tabli h if there were possibilitie of wireless/mobile network 

operator ticking with th ir current vendors. The findings of the analysi are a r pre en ted 

in table 11 bel w . 

Table 11: Pos ibility of remain in with the current vendor 

Frequency Percent 

Highly likely 4 15 
Likely 15 56 
neutral 2 7 

not likely 3 11 
None response 3 11 
Total 27 100 

Sourc : Primary data 

The r ult in tabl 11 sh w that a cumulative of 71 percent f th r spondent indicated 

that th yare likely to remain with their current vendors . 
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4.4.11 Likely to recommend current endor to other 

The researcher also sought to e tabli h if the wireles /mobile network oper tor were likely 

to recommend their current endor to others. The findings of the analy is are d picted in 

figure 1 0 below. 

Figure 10: Likely to recommend current vendor to others 

cu 
0) 

50 

40 

.:! 30 
c: 
~ 20 ... 
cu 
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0 

Likely to recommend current vendor to others 

Respondent 

ource: Primary data 

o Excellent 

• Very good 

oGood 

o Fair 

• Poor 

o None response 

Th results in figure 10 show that 83 percent of the resp nd nt indicated that the chances 

for recommending their current vendors to others were good. Only 7 percent indicated that 

the chances were p or. 

4.4.12 Likely to repurchase services and equipments from current vendor 
The respondents wer a ked to indicate if they were likely to repurchase new 

equipments/servic s from th ir current vendors or not. Re pon e are r pre nted in Figure 

11 below 
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ikel to repurcha e and equipments from current ndor 
r------

likely to repurchase equipments and services from current vendor 

o Excellent l 
I
• Very good 

a Good 

a Poor 

L• None response 

ource: Primary data 

Result from the analy is a repre ented in figure 11 revealed that 78 percent of the 

re pondents indicated that the chanc s of repurchasing equipments and service from their 

curr nt vendor were good. 
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s R CO 10 0 D TIO 

5.1 Summary 

The overall purpose of the study was to identify the factor that influenc a wirele s 

telecom operator's loyalty to a endor. The second sp cific objective of the tudy was to 

id ntify effect of witching barri r on customer loyalty in the telecom equipm nt upply 

indu try. 

Out of the 50 chief executives, enior management and engineers that were ampled from 

the fiv wireless/mobile telephone operators 27 responded. Thi gave a re pon e rat of 

54o/o. 

5.2 Conclusion 

5.2.1 Factors that influence a wireless telecom operator's loyalty to a vendor. 

It is apparent from the study that the vendors supplying the wirele s telecom op rator are 

Huaw i who take the largest share of 56 percent followed by Siemen 48 percent and 

Alcatel 41 p rcent. Others include Erickson, ZTE and Nokia. The longest erving vendor i 

Alcatel with years between five and less than ten years. They hav rved 22 p rcent f the 

op rat r und r this category. Erickson though have le year of s rvice ( ne and Je than 

thre y ars) have the highest number of operators serv d (30%). 

Reliability of equipments is a factor that most operators consider important in electing th 

vendors for the supply of the network equipments. This study found out that 30 percent of 

the r p ndents indicated that they selected Siemens and Huawei bas d on reliability of 

their equipments. Other factors considered as important included the technical support 

pr vided by the vendor after sales Siemens and Huawei score highly here to 22% for 

iemen and 19% for Huawei. Costs as ociated with repairs and maintenanc i a factor in 
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selection of vendor . 22 p rcent of respondent s rved by Huawei indicated that low co t 

drove them to choosing the vendor. The study also found that call clarity was a major factor 

that guid s the choice of v ndor by the wirel s telecom operators. 

Wirele telecom operators would only be loyal to the vendors if they are ati fied with the 

ervices offered (Farnell 1992· Reichheld, 1996 . Th study found out that 89 percent of 

the respondents indicated that they were sati fied with ease and suitability of vendors 

operations and maintenance system. 85 percent of the operators were also satisfied with the 

performance of the equipm nts, and 74 percent further indicated that they have competence 

with the vendors' support team. Therefore in general the study found out that 56 percent of 

the op rators were satisfied with their preferred vendors and hence the reason why 71 

percent indicated that they were likely to remain with their current vendors. 

5.2.2 Effects of switching barriers on customer loyalty in the telecom equipment 

supply industry. 

According to the findings of the study 52 percent of the operators have switched vendors 

with Huawei and Erickson becoming the major beneficiaries (15% each). The major 

reasons for switching as were evident in the fmdings include reliability of equipm nts 

23%) and call clarity (19%). Technological changes and high cost of operations 

(maintenance and spares) were also found to be causes of likelihood to switch vendors. 

Another notable factor to warrant switching is the change of operator's ownership. 

Despite the willingness of the operators to switch vendors, there are still barriers that make 

this difficult. The cost of replacing equipments (37%) was considered to be prohibitive. 

Thompson and Cats-Baril (2002) refers to these costs as witching costs. Thi was 

followed by the cost of training staff on new equipment 33%). Otherwise analysi found 

that 71 percent of the operators indicated that learning new equipments and their perati ns 

and maintenance were no hindrance to switching vendor as they found thi practice easy. 
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From the study, 52 percent of the r pond nts acknowledg d that mi lo ses 

associated with switching vendors were high. It was als found that p ych logical burden 

associated with switching is high. These switching difficultie or barrier c uld be th 

reason why 71 percent of the respondents have indicated that they are lik ly t r main 1 yal 

to their current vendors. To confirm this 78 percent of the re pondents indicat d that there 

were good chances of them repurchasing new equipment and service fr m their current 

vendors. This confirms Fomell (1922) argument that high switching barriers force 

dissatisfied customers to remain with their existing vendors. 

5.3 Recommendations 

The study recommends that the international suppliers of wireless telecom equipments 

should ensure the telecommunication operators are satisfied. This should be through 

provi ion of good product and service quality and also maintaining reasonable costs of the 

equipments and s rvices. 

The study further recommends that customer loyalty should be as a result of goodwill of 

the product and not as a result of the switching costs which may be prohibitive. The study 

ther fore recommends that competition among vendors should be encouraged to ensure 

delivery of high quality services is maintained. 

The study further recommends that switching barriers or costs hould be brought down t 

manageable level so as to encourage competition in the industry. 

5.4 Limitation of the Study 

The first limitati n of the study was the fact that the response rate of 54% might have 

r due d the accuracy of research findings . Most data sought were con idered confidential 

and this wa a challenged in data coli ction. Lastly some respondents did not provide all 

th informati n thu depriving the study of some required data. 
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5.5 uggestion for future re earch 

This tudy was don on the wirele telecommunications companies in Kenya only. It is 

ugge ted that similar study should be replicated in other countries. A more focused tudy 

on specific operator can be carried out to reveal more deep details and also a similar study 

can also be done in other sectors of the economy. 
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pp nd" 1: Qu tionnaire 

1. Do you have a wir le /mobil network? Ye ) o ( ) 

2. The network capacity is ____ us rs and _____ are connected u er . 

3. How many v nd rs have suppli d your wireless/mobile network equipment-------

4. PI as indicate y ur wireles obite vendor(s) 

Si men ( ) [ ] Alcatel (A) [ ] 

Ericcs n (E) [ ] Huawei (H) [ ] 

ZTE (F) [] Other 

5. In total how long have you been a customer of your current vendor? 

Le than one year [ ] etwork Name .................... . 

One to under three years 

Three to under five years 

Five to under ten years 

Ten years or more 

[ ] etwork N arne ................... .. 

[ ] etwork Name .............. .. .... . 

[ ] etwork N arne .................... . 

[ ] Network Name .. .. ............... .. 

6. Pl ase list the top three reasons for selecting your vendor (s) above in order of 

importance? Start with your preferred vendor (Vendor 'A') 

Vendor A' .............. .. Vendor 'B' .... ... ............. 

i ) i) 

ii) ii) 

iii) iii) 
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7. On a seal of 1 to 5 h r 1 r pr ents Extrem ly ati tied and 5 r pr ents 

' xtrem ly Dissati fi d h w would you rat each f the it ms b lo recei d 

fr m Y ur preferr d vend r for wirele network quipm nt for the item li ted in 

th table below. 

1 2 3 

Call clarity u ing endors equipm nt 

Capacity and cov rage 

Reasonability of equipment cost 

Availability of financing option 

Fl xibl payment method and chedule 

Reasonability of other cost uch a spares repair and maintenance service 

Stability of equipment and software 

Performance of the equipm nt 

Reliability of the equipment 

E s and suitability of vendors operation and maintenance system 

Compatibility with existing and future equipment of other vendor 

Size and m dularity of equipment design 

Available value added service 

onvenience of use of value-added service 

Whether value added services are up to date 

8. On a cale of 1 to 5 where I represents 'Extremely Satisfied and 5 repre ent 

"Extremely Dissatisfied" how would you rate your preferred vend r? 

1 2 3 4 5 

Con enience f accessing the vendor 

vailability of reliable local support 

vailability and procedures of spares repair service and new 

request 
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Acce s of vendor support re urce 

Compliance to rvice level agre ment 

Variety of customer support sy terns/resources 

Sp d of complaint proces ing 

Ease of reporting complaint 

Friendliness when reporting complaint 

Competence of vendor upport team 

9. a ) Have you ever switched your vendor? Yes [ ] 0 [ ] 

b) If yes, please indicate the change of vendor rom ............. To ................ . 

c) Please indicate your reasons for switching 

i) ------- ii) ------- ii) _______ _ 

d) If No to a) are you likely to switch from your preferred vendor to another 

vendor in the future? Yes [ ] No [ ] 

c) If yes to d) above please indicate your reason 

i) ------- ii) ------- ii) --------
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10. On a cal of 1 to 5 wh r 1 r pres nt xtr mely Satisfied and 5 represents 

'Extr m ly Di tisfied, how would you r te your difficulty of witching to 

anoth r v ndor? 

1 2 3 4 5 

Difficulty and inconvenience of hanging equipment vendor 

du to limitation of interfaces compatibility etc. 

Los of off! rs with current vendor ucb as di counts 

relationship support resource etc. 

Inconvenienc of having to learn new equipment and its 

operations and maintenance. 

eed to search for information on new vendor, its support 

team and resourc s. 

Cost of r placing equipment with that of another vendor. 

Cost of training the staff on the new equipment. 

11. On a scale of 1 to 5 where 1 represents "most likely" and 5 represent "not likely at 

all ' how would you rate the attractiveness an alternative vendor on the following 

items. 

1 2 3 4 5 

Alternative vendor's reputation 

Alternative vendor's image 

Alternative vendor's overall service quality 

12. On a caJe of 1 to 5 where I represents "Extremely high/costly" and 5 r pres nt 

not a problem at all" how would you rate the fo11owing item in regard to 

switching to another vendor 

1 2 3 4 5 

Economic loss associated with switching vendors 

Psychological burden associated with switching vendors 
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13. On a cale of 1 to 5 wh r 1 repre nt Extr mely ati tied' and 5 represen 

xtr mely Dis ati tied, how would you rat your level of overall satisfaction 

with your prefl rred vendor? 

14. Why do you ay that? What specifically are you satisfied or di ati fied with your 

vendor? Enter respon e below 

15. On a scale of 1 to 5 where 1 represents "Extremely Satisfied" and 5 represent 

' Extremely Dissatisfied," how would you rate your level of overaU satisfaction 

with your preferred vendor's service. 

16. On a scale of 1 to 5 where 1 represents "Highly likely" and 5 represents " ot 

likely at all," how would you rate your po sibility of remaining with the current 

vendor. 

17. How likely are you to recommend your current vendor to other op rators? Would 

you say the chance are . .. 

Excellent [ ] 

Very Good [ ] 

Good [ ] 

Fair [ ] 

Poor [ ] 

52 



18. How likely are you to repurchase other or new services/equipment from your 

current vendor? Would you ay the chances are ... 

Exc llent [ ] 

Very Good 

G od 

Fair 

Poor 

[ ] 

[ ] 

[ ] 

[ ] 

19. Are there any other comments you would like to make: 

On your atisfaction or dis ati faction of service or the equipment from your vendor------

About switching from your current vendor? ------------------------------------------------------

About your loyalty to the current vendor ----------------------------------------------------------

Please give the following details about yourself (Optional): 

Name: 

Work Po ition: 

Contact Tel: 

Email: 

Thank you for completing this questionnaire. Your respon e will be treat d in confid nee. 
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