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ABSTRACT

Quality, in the today’s business environment hanbecognized as a sustainable source
of competitive environment. Due to the competitivaure of the telecommunication
industry in Kenya, it has become paramount thatnete/ork providers consider service
quality as a means of gaining and retaining maskate. This research project sought to
find out what is the level of service quality delry in the industry and what dimensions
of quality do the customers consider as most ingoorand thus establish the focus that
the providers should take. The research was camigdhrough a descriptive research
design. The population of the study comprised @& thobile phone users in Kenya.
Information was gathered from the customers bectusestudy’s aim was investigating
on the service quality from external customers’spectives.The rank order of service
dimensions indicated that network quality is thestnareferred dimension by customers
in the industry, followed by responsiveness, réligh assurance, empathy and tangibles
in that order.The order of priority does not melat tproviders can focus only on some
dimensions; all the dimensions have to be provi@ed.provider’s first and best efforts
should follow in the order. The study further relegathat Essar Telecom (Yu), the
smallest network provider by market share, is rdnke top by its customers in service
quality delivery as compared to the other netwotkss closely followed by Safaricom
Ltd, Airtel networks and Telkom Kenya (Orange) mat order.
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CHAPTER ONE: INTRODUCTION

1.1 Background

In today’s business environment, the attention paidervice quality issues, and the
increasing number of academic publications conogrsiervice quality (Leung, 2006)
apparently shows the drive for quality in produatsl services. Service quality has been
recognized as having the potential to deliver sgiat benefits, such as improved
customer retention rates, whilst also enhancingatjpmal efficiency and profitability
(Ombati,2007), and many organizations have realibed managing and delivering

quality is the way of managing the future (Oakla2@0o0).

Service quality has become an important factorgfomwth, survival and success (Juneja
et al., 2011). Its adherents claim that it hasrsi to improved products and services,
reduced costs, more satisfied customers and engdpyand improved bottom line -
financial performance. In Kenya, a few service argations have emphasised and began
managing quality. Kenya wildlife service (KWS), ookethe successful institutions in the
country continues to deliver excellent services nsasured by the SERVQUAL

dimensions of quality scale (Rosslyne, 2011).

There has been increased acceptance, and emphassvace quality as a tool to gain a
competitive edge in the last decade. For serviowigers, customers care most about
service quality (Arlen, 2008). The manner in whauality has developed into the most
important competitive weapon cannot thus be ignossdl many organizations have

realised that managing quality is the way of mamgdfe future (Oakland, 2000).



1.1.1 Service Quality

Service quality can be seen as the extent to wdisérvice meets customer's needs and
expectations (Ombati, 2007). Service quality caunstive defined as the difference
between customer expectations of service and pedeservice. If expectations are
greater than performance, then perceived qualitiess than satisfactory and hence
customer dissatisfaction occurs (Parasuraman,et385). The best performing and the
most competitive service organizations in the wdikd Qatar airways, Virgin Atlantic,
Google Inc, Mac Donald's seem to focus on one thirggrvice quality

(www.prenhall.com

McDonald's has a reputation for high-quality sesvilts food preparation process up to
how a meal is served to the customers to how coustemployees are to the customers

(www.mcdonalds.cointo promptly and quickly attending to the custosnelearly

indicates a commitment to quality. This commitmieas been attributed to MacDonald’s

continued success in terms of profitability and keargrowth. ywww.prenhall.com

Restaurant managers meet with customer groups oregalar basis and use
guestionnaires to identify quality "defects" in dperation. It monitors all phases of its
process continuously from purchasing to restroamgestaurant decor and maintenance
in a total quality approach. It empowers all emplky to make spot decisions to dispose
of unfresh food or to speed service (www.prenhathf: The McDonald's work force is
flexible so that changes in customer traffic antchded can be met promptly by moving
employees to different tasks. Food is sampled egbyulor taste and freshness. Extensive
use is made of information technology for schedylinash register operation, food
inventory, cooking procedures, and food assembbcgsses-all with the objective of

faster service.

Qatar airways, which has consistently been ranketiber one in the global airline

industry in the prestigious Skytrax industry auddvww.gatarairways.cohn is

synonymous for 5star airline experience. The arlfocuses on offering unmatched

levels of service excellence and delighting theamer.



1.1.2 Determinants of Service Quality in Telecommuaoation Industry

There are several instruments of measuring senyedity with the SERVQUAL scale
being the widely used instrument for measuringiserquality .The scale as developed
by Parasuraman (1985) identifies five widely acedpservice quality dimensions;
Reliability, Responsiveness, Assurance, Empathygibées that define service quality
(Tanomsakyut,2010). In this study, six service wyaldimensions Reliability,
Responsiveness, Assurance, Empathy, Tangibles ataiobk Quality will be used.
These dimensions were identified by Leung (200&) rwobile telecommunication
industry on a study carried out in Hong Kong by mhoadg the popular SERVQUAL
scale of service quality for mobile telecommunieatindustry (Leung, 2006). The study
established that network quality is another impartquality-related factor that drives
customer perceived service quality in mobile neknsarvices industry.

In order to improve the service quality more sustidhy, it is necessary to understand
the components of service quality. Quality dimensiare the fundamental and essential
basis of theoretical and empirical studies conogrnservice quality. Using the

appropriate service quality dimensions is the kst to study and improve the service

quality of a specific industry (Leung, 2006).

1.1.2 Kenya’s Mobile Telecommunication Industry

The mobile telecommunication industry in Kenya asnprised of four firms; Safaricom
Limited, Airtel Networks Kenya, Essar Telecom Kenj#u) and Telkom Kenya Ltd
(Orange). These firms offer a wide range of ses/iaich include voice, data, cloud
computing, mobile money transfer and mobile morayking. Safaricom Kenya Limited
has the largest market shaire an intensively competitive markeif 64.5% as at
December 2012. The"®largest operator by market share is Airtel at ¥6.This is
followed closely by Essar (Yu) and Orange at 10.%%d 8.1% respectively

(www.cck.go.ke.




The contribution of the mobile sector to the Kenymonomy represents over 5.6% of
GDP and up to a further 1.9% from Intangibles (#d_LP, 2011). In 2011, the mobile
communications industry contributed over KES 3d@l and up to a further KES
100billion from intangible benefits to consumersiditionally, these estimates indicate

that in 2011 the mobile communication industry awhole employed almost 250,000

people in Kenya. The industry thus contributes ificantly to the Kenyan economy

The mobile telecommunication industry emerged imy&ein 2000, when two operators,
Safaricom Ltd and Kencell (now Airtel Networks Kenyentered the Kenyan market.
Since then competition has increased with the eoitriyvo additional Mobile Network
Operators in 2008; Essar Telecom Kenya (Yu) andkorel Kenya Ltd (Orange).
Competition among the mobile network operators anya is fierce.The four industry
players are known to fight fiercely, through mankgtstrategies to gain or defend their
market shares. On August 18, 2010 Zain (now AMetworks Kenya) shocked the local
telecoms industry by cutting its calling rates By per cent, in what has turned into a
two-year bloody and intensive price war that reeesbed across the country (Okuttah,
2011) A day later, Yu, a mobile brand owned by Essaa conglomerate from India —
followed the trend and cut its tariffs by 75 pemntcéoo. The price cut was heavily

advertised in both print and broadcast media

The industry continues to attract investors frorouad the globe. Thus the existing
mobile operators are prone to competing with glofiahs who may invest in the
country. Already a 8 global firm has expressed interest in setting pprations in the
country.Viettel Group, a state-owned mobile netwoperator headquartered in Hanoi,
Vietnam, now targets Kenya as its next investmestidation, something expected to stir
up competition in the country's mobile industryeally occupied by four mobile
operators (Ndone, 2012). With the Konza Techno biiginess process outsourcing
project, which has been envisioned to be a woddsctechnology hub by the government

of Kenya, more entrants in the industry are exkcte



In a quality report published by the industry regai the Communication Commission of
Kenya (CCK) on 1% December 2012, it was reported that the two lepdirobile
operators, Safaricom and Airtel had failed to nthetr customers’ expectations for high
guality services, according to the CCK’s assessnjentw.cck.go.ke). Indeed in July
2013, CCK had threatened not to renew the licensethe leading mobile
telecommunication provider, Safaricom after itsyBar license issued in 1999, expired
on concerns of the operator’s consistent failureneet the quality standards (Okuttah,
2013). With a larger number of mobile network opars, more choice is available in the
mobile telecommunication market; Mobile telecomneation service providers looking
to maintain or grow their position in the market@amust provide high-quality service
with ever-increasing efficiency. Kenyan mobile tslemmmunication sector, being the
most competitive, managers in these firms shoulisicer quality as a means to gain
competitive advantage both locally and globally. kywing which attributes of service
guality leads to customer satisfaction and peroapdif quality, then customer retention

can be maximized and market share can be maximized.

1.2 Statement of the Problem

In today’s competitive environment, quality has dmee the most important and
sustainable driver of competitive environment (@akl, 2000). Indeed (Powell, 1995)
concluded that quality has become as pervasivataopbusiness thinking as quarterly
financial results. The best performing service orgations in terms of profitability and
market share like Qatar airways, Mac Donald’s greosymous for the excellent quality

of their services.

As is outlined in this research, the mobile telecamication industry in Kenya is
fiercely competitive. Yet the mobile operators hyddarge are not delivering quality
services to their customers. In a report publisbedhe industry regulator the CCK on
15" December 2012, it was reported that the two lepdiperators Safaricom Ltd and
Airtel networks had failed to meet their customergbectations for high quality services



according to CCK’s assessmemntww.cck.go.k¢. Undoubtedly, due to the intense

competition among the companies in the industmnoae focused approach to building
up a company’s strengths and unique competitive élmdispensable for survival in the

market.

A number of studies have been done on service tgualitelecommunication sector in
other parts of the world. Leung (2006) conductedtady on service quality and
behavioral intentions in Hong Kong where he conetudhat network quality as a
dimension of quality is important to customers valaating service quality along with
the established five SERVQUAL dimensions. Tanomaak010) on a study on mobile
telecommunication in Thailand established that ephaevelopment process for new
service quality measurement system for mobile tetemdustry in Thailand are a critical

factor on service delivery.

In Kenya several studies have been done on seqguiakty in other industries. Ombati

(2007) in a study on service quality in the KenyBanking industry concluded that

technology is a key determinant on service qualélvered by Kenyan banks.

Manani (2012) in a study on service quality at Kemyrways established that Empathy
and reliability are the most crucial dimensions aality that lead to customer

satisfaction in the airline industry. Yator (201i2) a study on service quality in the

hospitality industry established that in the cab&ake Bogoria spa, the spa was rated

highly on tangibility and reliability dimensions.

However since the emergence of the telecommunitatidustry in Kenya in 2000, no
study has been done on the service quality delivbyethe industry. This study aims at
expanding the research stream specifically intanilbbile telecommunication industry in
Kenya by investigating the service quality delivkeby the four mobile network operators
in Kenya and establishing the dimensions of serggality that the mobile operators

need to improve on.



And as a result answer the questions: What isethel bf service quality delivered by the
telecommunication industry in Kenya? What are thigcal dimensions of service quality

that are important to mobile telephone users?

1.3 Research Objectives

1. To determine the level of service qualigyivered by the telecommunication
industry in Kenya using the six dimemsiof quality.

2. To determine service quality ranking af thobile service providers

3. To establish the determinants of quahst are important to customers in mobile

telecommunication industry.

1.4 Value of the Study

This study will fill the knowledge gap occasioneglthere being no study investigating
on service quality delivery in the telecommunicatilndustry in Kenya and the
importance of the service quality dimensions to tustomers. Scholars and future
researchers will therefore use the findings to enbarelevant arguments using the

findings of this paper concerning service quality.

The findings from this study can provide decisiorakers in the four mobile
telecommunication providers in Kenya with valualmsights on ways of enhancing
service quality to induce greater customer satigfacwhich contributes to customer
loyalty and increased market share thus profitigtii will be important for proactive
managers in these firms to understand the key difoes on quality that the customers
use to rate quality and how they perform on eadh@tdimensions so as to determine the
dimensions to improve on in order to gain a contpetiadvantage in the market on the
basis on the basis of quality. To an extent, theyswvill also be useful to the general
service providers in Kenya to improve service daijvon the basis of the service quality

dimensions.



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction
This chapter reviews the literature on the key etspef this research, which are service
guality and mobile telecommunications industry ienga. The concept of services is also

reviewed to establish the uniqueness of servesrapared to goods.

2.2 Services

Services can be defined as the activities, benafitssatisfactions, which are offered for
sale or are provided in connection with the salgadds. Services include all economic
activities whose output is not a physical produatanstruction, is generally consumed at
the time it is produced, and provides added vatlugorms (such as convenience,
amusement, timeliness, comfort or health) thatessentially intangible concerns of its
first purchaser (Wolak et al, 1998). Conceptuakatieristics have been used by scholars
to differentiate between products and services tioushe characteristics of services

describe the concept of services.

2.2.1 Characteristics of Services

Services are defined as intangible and not easijichted (Khatibi et al., 2002).

The difference between goods and services makesqtiadity of services more
complicated to be conceptualized. (Leung, 2006) atated that it is more difficult for
consumers to evaluate service quality than goodsitgu The four characteristics of
services (Williams & Buswell, 2003), intangibilitynseparability, heterogeneity, and

perishability, must be acknowledged in order tdyfuhderstand service quality.

Intangibility refers to the non-physical natureseivices, which cannot be directly seen,
tasted, felt, or touched in the same way that gadgs can (Leung, 2006). It is hard for
a customer to evaluate services without tangibleescl Therefore, it is important for
managers to present the intangibles as tangiblpoasible in order to give clues to



service quality, which can help customers assasguhlity of the experience prior to the

visit and reduce risk (Tanomsakyut, 2010).

Heterogeneity of services is due to the fact thastnservice delivery processes involve
high labor content; therefore, spontaneity fronmfrline employees is possible (Leung,
2006). This results in inconsistency of service doidion and quality control
(Surechchandar et al., 2001).

Unlike tangible goods, the production and consuomptiof services are usually
inseparable. The inseparability of customers fromdpction leads to two concepts.
Firstly, service delivery becomes a series of actd takes the form of performance
(Normann, 2000). Second, customers are presenbst af the production processes of
services (Leung, 2006). Service quality is, thusdbr to control because customers are
involved in the delivery process. Consumers havgreat impact on the quality of

services delivered

Perishable-One of the main differences between gomadd services is that it is
impossible to store, resell, return, save, or wartsa service (Normann, 2000). It is
necessary to accurately assess customer demaral garticular service (Williams &
Buswell, 2003). Management becomes difficult, egdgcwhen purpose-built facilities
are involved, because customer demand varies yagidlifferent time. For example, in
peak seasons planes are generally at full capdmityin low seasons seats are not fully
filled and the vacant seats cannot be kept andisdigture. Due to the characteristics of
services, service quality is more difficult for sumers to evaluate than goods quality.
On top of this, service quality is not evaluatetelgobased on the service outcome, but
also based on the process of service delivery ¢Bahandar et al., 2001), which makes
the evaluation more complicated.



2.3 Service Quality Dimensions

In order to improve the service quality more susfidly, it is necessary to understand
the components of service quality. Quality dimensiare the fundamental and essential
basis of theoretical and empirical studies conogrnservice quality. Using the

appropriate service quality dimensions is the st to study and improve the service

quality of a specific industry (Leung, 2006).

2.3.1 Evolution of Service Quality Dimensions

The evolution of service quality dimensions as aamseof measuring service quality
began with Lehtinen and Lehtinen in 1982 when tkaggested that service quality
consists of “interaction”, “physical” and “corpoedt quality (Juneja et al., 2011).
Interaction quality derives from the interactioretvieeen contact personnel and customers
as well as between customers themselves. Physieditygincludes the tangible aspects
associated with service, such as facilities anccagmce of contact personnel. Corporate
quality includes the image, profile, and reputatadrihe service provider (Leung, 2006).
Besides, Lehtinen and Lehtinen (1982) further dt#tat service quality can be measured
with the outcome of services and the process oficedelivery.The two dimensions,
Lehtinenn and Lehtinen urgued, can be judged byctlstomers separately at different
times. While process quality is evaluated during $lervice delivery process, outcome

quality is evaluated after the service is perforraed consumed (Juneja et al., 2011)

In 1985 Parasuraman, Zetham and Bemgposed ten dimensions of service quality, viz.,
reliability, responsiveness, competence, accessyrtesy, credibility, security,
understanding customers and tangibles (Tanomsak@it]). This was named as the
SERVQUAL model. These dimensions were later redutedive, namely tangible,

reliability, responsiveness, assurance and emgatimeja et al., 2011)

Much of the earlier work accepted the content mesisby the SERVQUAL instrument.
Following criticism of this model on the basis tIiBERVQUAL only reflects the service

delivery process (Kang & James 2004), another mofieieasuring service quality (i.e.

10



Gronroos’ model) was developed suggesting thatigerquality consists of three
dimensions, technical, functional and image, arat ilmage functions as a filter in

service quality perception (Juneja et al., 2011)

Technical quality is what the customer gets in $eevice delivery process, which is
similar to the physical quality developed by Lebtinand Lehtinen. Functional quality
corresponds to the expressive performance of acsefiveung, 2006). It is about how the
customer gets the technical quality, which is samib the interactive quality developed
by Lehtinen and Lehtinen. As a matter of fact, filnectional dimension is perceived in a
subjective way while the technical dimensions can gerceived more objectively.
Moreover, Gronroos (1984) suggested that functianpallity is more important to the
perceived service than the technical quality bezatieshnical quality is difficult to

differentiate.

Corporate image is the result of how the consunpergeive the firm. As the most
important part of a firm, which its customers seel @erceive, is its services and the
expectations of the consumers are influenced byctimpany image, Gronroos (1984)
concluded that the corporate image can be expéctee built up mainly by the technical

quality and the functional quality(Juneja et al12).
2.3.2 SERVQUAL Quality Dimensions

The 5 dimensions of quality as per SERVQUAL modalérvarying importance to the
customers (Arlen, 2008). Service providers neekinmv which dimensions to focus on
to avoid majoring in théess important ongd anomsakyut, 2011). At the same time they
can't focus on only one dimension and let the atharffer. SERVQUAL research by
(Arlen, 2008) showed dimensions’ importance to eatter by asking customers to

assign 100 points across all five dimensions.

Reliability refers to the ability to perform the promised sesvilependably and accurately

(Leung, 2006). Do what you say you're going to dwew you said you were going to do

11



it. Customers want to count on their providers. yTtialue that reliability. Reliability is
the most important of the service dimensions (Ar908).

Fig 2.1 SERVQUAL dimensions and their importance to customers

= Reliability
m Responsiveness
= Assurance

®m Empathy

= Tangibles

Adapted from www.serviceperfomance.com

Tangible refers to appearance of physical facdjtieequipment, personnel and
communication materials (Tanomsakyut, 2011). Everugh this is the least important
dimension, appearance matters. Just not as mucthea®ther dimensions (Arlen,

2008).Service providers will still want to make teém their employees appearance,
uniforms, equipment, and work areas on-site (clysstrvice offices, etc.) look good.
Qatar airways, a service provider articulate inedleat service is known for tangibility

(www.qgatarairways.com). The airline crew is metaudly trained on appearance which

is expected to be perfect at all times.

Responsiveness refers to willingness to help custenand provide prompt service
(Leung, 2006). Respond quickly, promptly, rapidipmediately, instantly. As shown in

12



the chart above, responsiveness is more than @f3tieir service quality assessment. Its
important customers feel providers are responsivtbdir requests. Not just emergencies,

but everyday responses to dimensions (Arlen, 2008).

Assurance refers to knowledge and courtesy of eyspld and their ability to convey
trust and confidence (Tanomsakyut, 2011). Servicwigers are expected to be the
experts of the service they're delivering. It'sigemn. SERVQUAL research showed it's

important to communicate that expertise to custsrigrien, 2008).

If a service provider is highly skilled, but custera don’t see that, their confidence in
that provider will be lower. And their assessmdrthat provider’s service quality will be
lower (Leung, 2006). (Arlen, 2008) suggests thaemnce can be achieved by raising
customer awareness of organization’s competendesiotes that service providers must
communicate their expertise and competencies toctistomers. This can be done in
many ways that are repeatedly seen by customens,as1 Display industry certifications
on patches, badges or buttons worn by employeekidia certification logos on emails,
letters & reports, Put certifications into posteragwsletters & handouts.By
communicating competencies, providers can help gemaistomer expectations. And

influence their service quality assessment in adegwww.serviceperfomance.com).

Empathy refers to caring and individualized atmmtan organization provides to its
customers (Tanomsakyut, 2011). Services can berpegtl completely to specifications.
Yet customers may not feel provider employees ed@t them during delivery. And

this hurts customers’ assessments of providersicequality (Arlen, 2008).
2.4 Network Quality as a Service Quality Dimension

In 2006, a study carried out by Leung developecr@ice quality dimension for the
mobile network services industry in Hong Kong (Lgu2006). The study investigated
the service quality of the six networks operatarsHong Kong and determined the
determinants of service quality in the industry.

The study concluded that in addition to the fivpygar SERVQUAL dimensions; a sixth
dimension of Network Quality was an important quyatelated factor that drives

13



customer perceived service quality in mobile nelws®rvices industry. Network Quality
is salient in determining both overall service gyaand customer satisfaction (Leung,
2006).1t is sensible because transmission is thve services provided by network

operators and the main reason for consumers usatgerphones.

The CCK is mandated by Section 23 of the Kenyarin&dion and Communication Act
Cap to ensure provision of good quality services limgnsed telecommunication
operators and service providers (www.cck.go.ke).cempliance the CCK provides
yearly reports on the network quality of the molaifeerators. The assessment on network
quality is based on 8 Key Performance IndicatorBIgX that were adopted in 2008/09
after an elaborate and exhaustive consultativegsowhich came up with the parameters

indicated below;

Z
o

KPI

Call Set Up Success Rate (CSSR)

Completed Calls

Call Drop Rate

Call Block Rate

Speech Quality

Call Set Up Time

Handover Success Rate

© N o g A~ W NP

Rx Lev

Adopted fromwww.cck.go.ke

2.5 Service Quality and Competitiveness

Whatever type of organizations that exist, comjmetiis rife. Many researchers remain
convinced that of all the competitive elements wéldy, delivery and price, quality has
become strategically the most important competivweapon (Oakland, 2000).Delivering
guality service is now considered an essentiategfyafor success and survival in today’s

competitive environment (Leung, 2006). The consitier interest in service quality by

14



practitioners results from the belief that this hdseneficial effect on the performance for

the firm. Service quality is even more significamthe service sector because it works as
an antecedent of customer satisfaction (Rahamah,&2011) and customer satisfaction

finally contributes to the profit and other finaalcoutcomes of the organizations (Leung,

2006).

(Tanomsakyut, 2010) suggested that a firm cannot thee competitive advantage in
today’s business environment without deliveringhhiguality service. In his study on
service quality measurement for mobile telecomsTiailand, he concluded that all
organizations needed to focus on service encolrgeause it is the critical element in

overall performance and evaluation of service erpee of customers.

The importance of quality as a competitive weapomoday’s business environment is
apparent. The most successful service organizatiotiee world are synonymous for the
excellent quality of their services. Indeed it agmse apparent that quality is their
competitive weapon. Fly emirates a world 5 stdirarcarrier is synonymous for quality
service. The airline formed in 1985, states thatirtlgoal is quality, not quantity

(www.flyemirates.con The airline has recorded an annual profit inrgwear since its

third in operation and it attributes this to conffly striving to provide the best service in

the industry (www.flyemirates.com).

2.6 Growth of Mobile telecommunication in Kenya

The industry emerged in 2000, when two operatoatar®om and Kencell (now Airtel)
entered the Kenyan market (Okuttah, 2011). In 26@&hcell was bought by Sudanese
Mo Ibrahim, who changed its name to Celtel (AfriBasiness, 2011). Kuwait's Zain
Telecom later bought out the Celtel Group and a name came in — Zain. Around this
time the other two players, Yu and orange entenedntarket. In 2010, Indian telecoms
giant Bharti Airtel bought out Zain for $8.3billioand rebranded it to Airtel (Okuttah,
2011). According tavww.kenyarep-jp.comn 2000, about 180,000 Kenyans had access

to a mobile phone. By the end of 2006 that figuad lgrown to 7.3 million people - an
increase of more than 4,000 percent. At the enQudrter 2 of the 2012/13 financial
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year, a total of 30.7 million subscribers were segied on the mobile network
representing a marginal growth of 1.0 percent fraime previous quarter

(www.cck.go.ke.

Mobile subscriptions per operator

Name of operator No. of subscribers as of Decemb2012 %
Safaricom Limited 19,814,245 64.5%
Airtel Networks Kenya 5,205,279 16.9%
Essar Telecom Kenya (Yu) 3,227,272 10.5%
Telkom Kenya Ltd (Orange) 2,484,958 8.1%
Total 30,731,754 100%

Adapted fromwww.cck.go.ke

Safaricom Kenya Limited continues to have the lsrgearket sharef 64.5% as at
December 2012. The"®largest operator by market share is Airtel at ¥6.This is
followed closely by Essar (Yu) and Orange at 10.%%d 8.1% respectively

(www.cck.go.ke.

The fast-growing mobile sector is characterizedcbsnpetition between two operators:
Safaricom, a 60/40 percent joint venture between gbvernment and its people and
Britain's Vodafone; and Airtel, a subsidiary of Biairtel (Okuttah, 2011). Kenya's

internet sector has managed to grow consideraldy ®0 years with what started as a
handful of dial-up modems in 1995 evolving into ynamic industry with numerous

internet hosts, nearly 100 licensed internet senpooviders (ISPs) and roughly 2.7
million Internet users in the country. The mobikEletommunication providers also

provide internet services to customexsviv.cck.go.ke.

Kenya is the innovator of mobile money transfere Thobile product was launched in
April 2007, following a student software developrmenoject from Kenya (Jack et al.,
2010). Safaricom launched a new mobile phone based payareh money transfer

service, known as M-Pesa (www.safaricom.co.ke). 3&ice allows users to deposit
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money into an account stored on their cell phoriessend balances using SMS
technology to other users (including sellers of dgp@nd services), and to redeem
deposits for regular money. Users are charged d $peafor sending and withdrawing
money using the servickl-Pesa has spread quickly, and has become thesuostssful
mobile phone based financial service in the devetporld (Jack, et al., 2010)Since
this innovation by Safaricom, the other networkrapars in the country have developed
a similar product which allows their customers émaé and receive money using their
mobile phones. Airtel's has named its product Ainmney with Yu’'s being known as
Yu cash and Orange’s being known as Orange monepd&ember 2012, a stock of
about 21 million people had subscribed to mobilaeyatransferww.cck.go.ke.

2.7 Summary of literature

The literature review has provided clarity into theture of services and service quality
dimensions which are the components of serviceitgudhe literature has explained the
SERVQUAL quality dimensions and their importancetstomers and has reviewed that
in the telecommunication sector, network qualityaislimension salient in determining

service quality. Further the literature reviewefirafs that service quality is a significant

source of competitive advantage. In addition therdiure describes the growth of the
telecommunication industry in Kenya since its ereacg in 2000. However the literature
does not provide the state of service quality @eliv in the competitive

telecommunication sector in Kenya.
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2.8 Conceptual Framework

In this study, the service quality dimensions: Rality, Responsiveness, Assurance,
Empathy, Tangibles and network quality (Leung, 200@ identified as the independent

variable. Service quality is the dependent variable

Factor 1: Reliability

A 4

Factor 2: Responsiveness

Service Quality

\ 4

A 4

Factor 3: Assurance

Dependent variable

Factor 4: Empathy

A 4
Factor 5: Tangibles

A 4

Factor 6: Network quality

Independent variables

The independent variables represent the six seryiedity dimensions that consumers
use to rate service quality in the telecommunicatector. The dependent variable,
service quality is dependent on the performanctheffirms in industry on each of the

independent variables subject to customers’ peiaept
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1Research Design

This study is a descriptive study. The descriptstedy design is chosen where the
research will require description of an object bepomena. Descriptive study involves

collection of data in order to test hypothesis msveering research questions concerning
the status of the subject in the studlge intention of the study was to investigate am th

service quality delivered by the four mobile netkwaperators in Kenya as measured
using six service quality dimensions: ReliabiliBesponsiveness, Assurance, Empathy,
Tangibles and Network Quality. This method is appiate for establishing the service

quality for each of the four mobile operators usthg six service quality dimensions.

Similar studies that have successfully used thsgarech design are; Leung (2006), and
Ombati (2007).

3.2 Population

This study targeted the mobile telecommunicatiausgtry in Kenya. For the purpose of
this study, the population of interest was the 3@illion mobile phone users in Kenya.
Information was gathered from the customers bectusestudy’s aim was investigating

on the service quality from external customersspectives.

3.3 Sample Design

The sample design used in this study was the fatchtiandom sampling method. The
population was categorized into four strata; Sefamn, Airtel, Yu and Orange. After
categorization, random sampling under each categewag done. The focus on
respondents was the mobile phone users within Nigr&€BD with a keen focus on the
customer service centers of the firms for easecoéssibility. The choice of Nairobi
CDB was due to presence of high number of peopd¢ #éine likely to be using the
services (Voice, data, cloud) of the four mobile@iors compared to other areas, and
thus captures the viewpoints of a broad cross@ecti mobile phone users. Due to time
and resource constraints, the specific samplectieeen is 100 mobile phone users and
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therefore 100 questionnaires were administeredifech in proportional to the total

subscriber base as follows;

Network Number | %
Safaricom 64 64%
Airtel 17 17%
Yu 11 11%
Orange 8 8%
Total 100 100%

3.4 Data Collection

Primary data was collected using structured, cleseted questionnaires (see Appendix
1) were administered. Closed ended Questionnairegide consistency in the way
survey is conducted (Hague et al., 2004). The fisestandardized questionnaire means
that the responses from a large number of indivgdoan be handled with considerable
ease, as there is no need for further interpretatiod analysis (Leung, 2006). The
guestionnaire consisted of two parts. Part onetdeith general information on the
participants. Part two sought information on thevise quality dimensions of the
telecommunication network operators as perceivedhieycustomers. For each of the
guality dimension, comprehensive listings on serwjeiality attributes were developed
based on the literature in the past. The questi@rs presented in the form of statements
on a five point likert scale (1-5) for respondetdsrank statements that describe the
service quality delivered by their telecommunicasionetwork provider on the six

dimensions of quality used.

3.5 Data Analysis

After the data was collected, it was analysed uSR$S and by descriptive statistics
such as means, median and standard deviations rasdnped intables. The analysis

captured the dimensions of quality per network afmer Factor analysis was used to
determine the relative importance of the factoeswad as most important to customers in

the telecommunication industry.
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CHAPTER FOUR:
DATA ANALYSIS, RESULTS AND INTERPRETATIONS

4.1 Introduction

This chapter presents the results of data analybis.response rate was 100% in all the
strata. The data was analyzed using SPSS and séisrare presented as follows;

Section 4.2 presents performance of service quafitgach mobile telecommunication

sector on each of the six dimensions; Reliabiliygsurance, Empathy, Tangibles,

Network Quality; Section 4.3 represents the ran&inf the mobile telecommunication

providers as measured .Section 4.4 represents dtendnants of quality that most
important as ranked by the customers. Sectionidcusises the findings.

4.2 Service Quality in the telecommunication indusy

The respondents were asked to rate their mobilevankt operator on each of the

dimensions on a scale of 1-5 with several variabfesach dimension. The data collected

for individual mobile operators was analysed furth&ng each of the quality dimensions

index to obtain the aggregate performance of allgperators in the industry. The results

are shown in the table below;

Table 1: Service quality delivery in the telecommuitation industry

a P >
(] = =t
> c 8 - n < T
3 g 5 S 3T | o
o c > =3 (=2} = [ORT) S
o) ) A = S o 24
@ 7 < u = 2 z
2 2 &
SAFARICOM 3.3846 3.0068 3.9942 3.4865 4.0238 3.1420 3.506317 | 70%
AIRTEL 3.4000 3.3203 3.6875 3.2429 3.7708 3.1563 3.429633 | 69%
Yu 3.2083 3.3750 3.7083 3.7143 3.7917 3.4167 | 3.535717 | 71%
Orange 3.6944 3.1750 3.5556 3.0500 2.9444 3.1667 3.264350 | 65%
Average
Performance 3.421825 | 3.219275 | 3.7364 | 3.373425 | 3.632675 | 3.220425 | 3.434004 | 69%
% 68% 64% 75% 67% 73% 64%
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The level of service quality in the telecommunicatisector was 69%. The highest
service quality dimension being on assurance amgitikes at 75% and 73% respectively.
Lower service quality levels were on network quali64%), responsiveness (64%),
empathy (67%), and reliability (68%).

4.3 Service Quality rankings of mobile service praders
The respondents were asked to rate their mobilevankt operator on each of the
dimensions on a scale of 1-5 with several variablesach dimension. The results are

summarized in table 1 above;

According to the study, Yu emerges the leadingiserquality provider at 71%. The
provider is rated to perform well on the dimensodriangibles described to be very good
with a mean of 3.4167. The operator is rated lomlyhe dimension of reliability at an
overall mean of 3.2083. On reliability, thetworks timeliness in acting on their promises to

the customers is rated lowly at a mean score @0R.0

Safaricom falls in at second place in terms of isenguality delivery rated at 70%.
Safaricom is perceived to be performing well orgthles and assurance. Specifically on
the dimension of tangibles, respondents were obfhirion that premises are generally
appealing and well organized rated at a mean sabork1786. It was established that
materialsassociated with the mobile service (e.g. scratels; statements pamphlets, etc.) are
visually appealing being rated at a mean score.i#50 However, the network is rated at
average on the quality dimension of responsivenkssesponsivenesshe variable of
customers being instantaneously connected to cesteare scored the lowest of an average

score of 2.2456. Another lower rated variable is tretwork provider improves the service

according to customers’ opinion/complaint whicbred an average of 2.8947.

Airtel is rated third at 69%. The provider is paves by their customers to perform well
in the dimensions of tangibles and assurance. @Qgilikes, respondents were of the
opinion that premises are generally appealing agltlavganized rated at a mean score of
3.9375 being rated at very good. Like Safariconat tmaterials associated with the

mobile service (e.g. scratch cards, statements platsp etc.) are visually appealing
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being rated at a mean score of 3.7500.0n assurémeejariable of employees being
consistently polite was rated highly at a mean es@dr4.0000. However as compared to
the other dimensions, empathy and responsivenesst&d lowly. With the variables of
locations of the branches being convenient to dwedrtetwork provider having many
branches that can easily be found scoring lowestesins scores of 2.4375 and 2.8667

respectively

At fourth place is Orange at 65%. The providerated highly on the dimensions of
Reliability at a mean score of 3.6944. Respondeatted the networks ability to deliver
services as promised and at the promised time raean of 4.0000 and, keeping of
customers’ information and records accurately @0@0. However the network is rated
very lowly in the dimension of tangibles being dhtat 2.9444 with employees’

appearance and dressing being rated lowly at 2.5000

4.4 Factor Rankings

Factor analysis was further used to determine mhgortance of each of the service
guality dimensions for telecommunication customier&Kenya on a scale of 1-5. The
principle component factor analysis with was empbtbgn 37 items. Six factors resulted.
They are Empathy, Responsiveness, Network QuaRliability, Assurance, and

Tangibles. The respondents were asked rate therdatd the degree to which they
perceive them to be the most important. The fact@® analyzed for each of the mobile
operators as they had been rated by the custometstain an overall score. The overall

scores were analyzed further for the percentagghisand then the factors were ranked.

Table 2: Dimensions rankings

Network
Reliability Responsiveness Assurance Empathy Téagib Quality
SAFARICOM 3.9123 4.1224 3.701B 3.6364 3.4821  4.3860
AIRTEL 3.8750 4.125( 3.875D 3.8125 3.8750  4.1250
YU 4.0000 4.125( 3.750p 3.37%0 3.6250  3.8750
Telkom Kenya 4.0000 4.1667 3.333B 3.6000 2.8333  4.6667
Overall Factor Score 3.9468 4.1349 3.6650 3.6060 453 4.2632
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Overall Importance
FACTOR Score | WEIGHTS Ranking

Network Quality 42632 18.48% 1
Responsiveness 41349 17.92% 2
Reliability 3.9468 17.11% 3
Assurance 3.6650 15.89% 4
Empathy 3.6060 15.63% S
Tangibles 3.4539 14.97% 6

23.0697| 100.00%

After the overall factor score was establishednthercentage weights were established
and then ranked in order. Respondents ranked nletquality as the most important
dimension of quality in the Kenyan telecommunicatsector with a percentage weight
of 18.48%. Responsiveness was ranked second falldwye Reliability, Assurance,

Empathy and tangibles at third, fourth fifth anxkisirespectively

4.5 Summary and interpretation of findings

This study revealed that the overall service qualilivery in the telecom sector in

Kenya is at an average level of 69%.

According to the study, Yu emerges the first inmterof the service quality delivery as
measured by the six dimensions used for this stlithys is in agreement with the
publication by CCK (2012) which reported that theotleading mobile operators,
Safaricom and Airtel had failed to meet their costos’ expectations for high quality

services, according to the CCK’s assessment.

This study revealed from descriptive statisticq thetwork quality is the most important
dimension of quality for mobile telecommunicationstomers in Kenya weighted at
18.48%. The finding is similar to the findings oéung (2006) who found that Network
guality is the most important dimension for molmilestomers in Hong Kong.

This means that the mobile telecommunication sewtmds to major on strengthening

their network in terms of indoor and outdoor coger#éhroughout the country.
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It matters to the customers how responsive thear&tprovider is to the customers needs
with the factor coming in second at a weight 17.922Gstomers want the providers to
respond quickly, promptly, rapidly, immediately,stantly.Specifically; the customers
seem to value instantaneous connection to custaarer representatives, prompt and

efficient services, and fast moving queues at toheiders’ branches.

The third most important dimension is reliabilityittv an overall score of 17.11%.
Customers want the providers to do what they say'th going to do when they said
they were going to do it. They want the bill onvseg usage to be always accurate. It
matters to them that the service provider delivtsrservices at the time it promises to do
so and that when you have a problem, the netwarkiger shows a sincere interest in

solving it.

Customers fourthly value assurance with an ovesedlle of 15.89%. The customers
expecting the providers to be the experts of thheicethey're delivering. Customers are
keen to have employees of the providers instillfic@mce in customers, employees to
have the knowledge to answer all the customers'stiues and employees are

consistently polite.

At fifth place, customers care about empathy atamerage score of 15.63%.The
customers are keen to feel that employees alwagierstand their specific needs, they
need to be given personal attention and most irapgrthey need to have the location of

branches to be convenient for their access.

At the sixth place, is tangibles at 14.97%. Thotlgh doesn’t mean that tangibility can
be ignored. Customers would like the materials @aged with the mobile service (e.g.
scratch cards, statements pamphlets, etc.) to dumlly appealing, the premises of the
provider to be generally appealing and organizedl employees are well dressed and

neat in appearance.
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CHAPTER FIVE:
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.1 Introduction
This chapter represents the summary of the studgestion 5.2, Conclusion in 5.3,
recommendation for further research in sectionLbditation of the study in section 5.5

and suggestions for further research in section 5.6

5.2 Summary of findings

This study sought to determine the level of servigeality delivered by the
telecommunication industry in Kenya using six disiens of quality and establish the
determinants of quality that are important to costcs in mobile telecommunication
industry. The industry comprised of the four prar&lin the country; Safaricom Limited,
Airtel Networks Kenya, Essar Telecom Kenya (Yu) dmtkom Kenya Ltd (Orange).The
customers of the four providers formed the popofaif the study. A sample of 100
respondents was drawn. The sample was then sichtidi strata of the four providers
based on the market share. Primary data was aadlacsing structured, closed ended

guestionnaires. Data was analyzed using SPSS piserstatistics model.

The study found out that the service quality dekdeby the telecommunication sector in
Kenya is average. The study also found that Yu tepbie smallest network by market
share tops in terms of service quality deliverythie industry. This was measured by
aggregating the six dimensions used for this stGdyaricom came in second in terms of
service quality delivery, followed closely by Air@nd Orange comes in at fourth.

The study found out that for the mobile telecommation users in Kenya, Network
Quiality is the most important factor to the custeneut of the six quality dimensions
used for this study. Responsiveness, Reliabilitgsukance, Empathy and Tangibles
follow in that order. The order of priority doestmoean that providers can focus only on
some dimensions; all the dimensions have to beigedv But provider’s first and best

efforts should follow in the order.
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5.3 Conclusion

This study makes a number of conclusions. Firgtntlobile telephony industry in Kenya
despite being the most developed and innovativeatlvprovides average quality to
customers as opposed to providing excellent sexyiedity that is synonymous with the

world’s leading service providers.

Lastly, the leading service provider according tarket share Safaricom, performs
outstandingly in tangibles but averagely at resp@mess which is the second most
preferred dimension by customers. Airtel, the sdclamgest by market share performs
well on tangibles like Safaricom but lowly on enfpatOrange Kenya performs well on
reliability but dismally in tangibles whereas Yurfgems well in tangibles but lower in
reliability. According to the study, the providesgeem to provide average quality as
opposed to excellent quality as no provider on @inthe variables scored the maximum
score of 5 points.

Secondly, all dimensions are important to custoars some more than others. Service
providers need to know which are more importanatoid majoring in minors. At the
same time they can’t focus on only one dimensiath lahthe others suffer. Customers’
assessments include expectations and perceptionssaall six dimensions. Network
Quality, Responsiveness, Reliability, Assurance p&timy and Tangibles in that order.

Service providers need to work on all six, but eagire them in order of importance.

5.4 Recommendations

Based on the findings of this study, this studyoremends that the mobile telephony
industry in Kenya strives to provide excellent dfyalservices to their customers.
Customers use the quality dimensions when evalyaanvice quality. If the providers
get these dimensions right, then customers willeheaceived service excellence. For
providers seeking to improve on responsivenesstomess wish them to respond
quickly, promptly, rapidly, immediately, instantlyaiting a day to return a call or email

doesn’'t make it. Establishing standards on respgntth every customer’'s needs and
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evaluating the extent of compliance to set starglandy help the operators achieve

responsiveness.

For service providers seeking to improve on religbcustomers want to see providers
do what they promise. Customers want to count @ir fbroviders. They need among
other things their billings to be accurate. On emsce, Service providers must
communicate their expertise and competencies. ddmsbe done by displaying industry
certifications on patches, badges or buttons worrermployees and having competent

employees who will display knowledge and instilhidence in customers

Services can be performed completely to speciboati Yet customers may not feel
provider employees care about them during delivekpd this hurts customers’
assessments of providers’ service quality. Empetan important dimension in service
guality delivery and may be improved through tmagniemployees on how to interact
with customers and their end-users. Even thouglgiltidity is the least important
dimension, appearance matters. Just not as mudhea®ther dimensions. Service
providers will still want to make certain their eloypees’ appearance, uniforms,

equipment, and work areas on-site look good.

5.5 Limitations of the study

The study sample was 100 respondents and the sawaglelrawn on customers within
the Nairobi CBD and this limited sample may affdet statistical results of this study.
There is a possibility that a larger sample, distied throughout the country may yield

different results.

5.6 Suggestions for further research

The study should be replicated in other servicaustiy in order to test their level of
service delivery. The study further recommends tildel research to establish the
correlation between tangibility dimension and otbenensions to find out whether by

focusing on tangibility, other dimensions are igrthr
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QUESTIONNAIRE

Kindly answer the following questions by fillingelspaces provided.

PART A: DEMOGRAPHIC DATA
DETAILS OF RESPONDENT

1. Which of the following age groups do you belong to

a) 17-24 [ ]

b) 25-34 [ ]

c) 3544 [ ]

d) 45-54 [ ]
e) 55+ ]

2. Gender

Male [ ] Female [ ]

3. Which of the following mobile operators are you stiibed to(Please tidl

a) Safaricom Limited [ ]
b) Airtel Networks Kenya [ ]
c) Essar Telecom Kenya (Yu) [ ]
d) Telcom Kenya (Orange) [ ]

PART B: SERVICE QUALITY DIMENSIONS

Factor 1: Reliability

How do you rate your mobile network operator ondheension of reliability on a scale

of 1-5 as shown below; please tich (

Reliability

Poor

Fair

Good

4

Very Good

5

Excellen
t

1. | When the network provider promises to
do something by a certain time, it does 50

2. | When you have a problem, the network
provider shows a sincere interest in
solving it

3. | The service provider delivers its servicgs
at the time it promises to do so
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4. | The bill on service usage is always
accurate

5. | The network provider keeps customers
information and records accurately

6. Employees give professional consultation

and advice

Factor 2: Responsiveness

How do you rate your mobile network operator ondhreension of responsiveness on a

scale of 1-5 as shown below; please tiék (

Responsiveness 1 2 3 4 5
Poor Fair Good | Very Good | Excellent
7. | When you dial, the customer care, you are
instantaneously connected
8. | Employees give prompt and efficient
service
9. | Employees are always willing to help
customers
10. | Employees are never too busy to respond
to your requests
11. | Employees tell you exactly when services
will be performed
12. | The amount of time spent in line at the
branches is always reasonable
13. | The network provider will improve the
service according to your
opinion/complaint
14.| The network provider handles complaints/

opinions seriously and promptly
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Factor 3: Assurance

How do you rate your mobile network operator ondhreension of assurance on a scale

of 1-5 as shown below; please tich (

Assurance 1 2 3 4 5

Poor | Fair Good Very Good | Excellent

15. | Employees instill confidence in customers

16. | Employees have the knowledge to answer
all your questions

17. | Employees are consistently polite

Factor 4: Empathy

How do you rate your mobile network operator ondhmension of empathy on a scale

of 1-5 as shown below;please tick) (

Empathy 1 2 3 4 5

Poor Fair Good | Very Good | Excellent

18. | Employees always understand your
specific needs

19. | The network operator has employees who
give you personal attention
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20.

The network provider has many branchies

that you can always find one easily

21. | The locations of the branches are
convenient to you

22. | The branches have operating hours
convenient to you

23. | The network provider gives you
individual attention

24. | The network provider has customers’ best
interest at heart

25. | The payment methods provided by the
networkprovider are convenient to you

26. | The network provider provides enough
communication channels to let you know
all the latest news and services they
provide

27. | You have enough channels (e.g. branches,

company website, hotline, etc) to seek for

advice or help when you have inquiries

Factor 5: Tangibles

How do you rate your mobile network operator ondimeension of tangibles on a scale

of 1-5 as shown below;please tick) (

Tangibles 1 2 3 4 5
Poor Fair Good Very Good | Excelle
nt
28. | Employees are well dressed and neat in
Appearance
29. | Materials associated with the mobile

service (e.g. scratch cards, statements
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pamphlets, etc.) are visually appealing

30.

The premises of the provider are generglly

appealing and organized

Factor 6: Network Quality

How do you rate your mobile network operator ondheension of Network Quality or.

a scale of 1-5 as shown below;please tiok (

Network Quality 1 2 3 4 5
Poor | Fair | Good | Very Good | Excellent
31. | The network indoor coverage is
satisfactorily Wide
32. | The network outdoor coverage is
satisfactorily Wide
33. | The network transmission quality is
always good
34. | The speech quality is always good and
clear.
36. | Calls made are instantaneously connegted
37. | Frequency of transmission suspension |is

low

PART C: IMPORTANCE OF THE SERVICE QUALITY DIMENSION S

To what degree are the dimensions above impormayduon a scale of 1-5 as shown

below; please ticky). 1. Not important, 2. Fairly important, 3.Imparta4.Very

important, 5. Extremely important
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Reliability

Responsiveness

Assurance

Empathy

Tangibles

Network Quality

****Thank you for participating and for your respon ses****
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