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Abstract

The objective of keeping current custom-
ers loyalty level (attitudinal, behavioral and
combinational) has always been the key of
success for mobile operators. This could not
on-ly be achieved by maintaining cu-rrent
customers but also retrieval of lost one.

The main objective of the resear-ch was
investigated the effect of the fixed cost
(monthly subscription fe-es) as a part of
price factor that affecting customer loyalty
and was not covered in previous researches
especially in the Egyptian telecommunica-
tions market.

This research comprised a case study on a
mobile operator working in Egypt on whose
customers, was offered a package with no
fixed cost as a trial to solve current custom-
ers leaving problem. Investigating the out-
come of such implementation on customers
of the mobile operator was done through
document review for company’s invoices
related to mobile operator and corporate
customers as well as phone interview with
customers.

The research revealed that Price and
Corporate Image were the two major fac-
tors behind customers left their mobile op-
erator.

The research also proved that removing
the fixed cost from the customer package
had a significant positive impact on cus-
tomer loyalty to mobile operators in Egypt,
moreover compensated the negative impact
of corporate image as being proven by
analysis of both the numbers reported in
company’s invoices as well as the tele-
phone interview results.
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1. Introduction

Mobile operators everywhere are
tracking their positions in local and
international markets compared to
other operators in terms of number
of subscribers(market share percent)
and end of year revenues.

Being the main objective for mo-
bile operators, keeping existing cus-
tomers loyalty is the key of their su-
ccess that will put them on the right
track to lower spending of effort,
time and money to replace lost cus-
tomers.

According to the Customer Ser-
vice Institute (CSI) in their report in
2011, 65% of a company's business
comes from existing customers. Th-
at’s why companies keep spending
reasonable amounts of money in cu-
stomer retention programs to incr-
ease their loyalty.

A firm needs to invest much mo-
ney in advertising, promotion and
initial discounts to attract a new co-
nsumer to replace the lost one. The-
refore, a company should understa-
nd that the road to growth through
gaining new customers basically pa-
sses through holding on existing on-
es, motivating them to spend more
and getting them to recommend pr-
oducts and services to the other pe-
ople (Keiningham et al., 2008).

On the other hand, the net return
on investments in mature markets
could be much higher for retention
strategies than for strategies focus-

ing on attracting new customers, pa-
rticularly for companies with an es-
tablished customer base (Zeitham-l et
al., 1996).Sathish et al. (2011) alert-
ed the importance that losing a con-
sumer was a serious setback for the
firm in terms of its present and fu-
ture earnings.

Many operators used to have the
wrong assumption that when cus-
tomers are satisfied, that made them
loyal. However, on the contrary, Sa-
thishet al. (2011) confirmed that
customer satisfaction did not neces-
sarily lead to customer loyalty.

Customer loyalty has been studied
in both academic field and real busi-
ness world for many years. Keeping a
long-term relationship with customers
is now one of the most important
goals for many companies in the mod-
ern business world (Hao et al., 2009).
Mobile operators must build a strong
relationship with their customers by
exploring or discovering their exact
needs and showing the customer how
he/she is very important to the fir-
m/company.

Similarly, for mobile operators,
customer loyalty is the keyword for
keeping using the service. Because
of the aggressive competition, when
customer loyalty decreases, the cus-
tomer could immediately decide to
move or leave to another operator.

After overviewing the mobile tel-
ecommunications sector in Egypt,
the current research will investigate
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the factors that may affect customer
loyalty with corporate users in the
Egyptian mobile operating business

1.1 An overview of the Mob-
ile Telecommunications S-
ector in Egypt

Mobile telecommunications in-
dustry in Egypt is growing so fast
and even exceeded expectations. Al-
though IE Market Research (IEMR)
expected in their report in 2011, that
Egypt mobile subscribers forecast
will reach 91.5 millions’ in the year
2015, however, the total number of
mobile phone subscribers exceeded
92 million users in October 2012 as
announced by the Ministry of Tele-
communications(MOT), desp-ite the
fact that Egypt's population did not
exceed 91 million by the end of Au-
gust 2012 as announced by the co-
untry's official statistics body (Ce-
ntral Authority for Public Mobiliza-
tion And Statistics, CAPMAS), i.e.
to exceed 100% penetration rate (N-
umber of population versus number
of subscribers) for mobile subscrib-
ers in Egypt.

There are basically three highly

competing mobile operatorsin Eg-

ypt serving this huge number of
subscribers:

+ Mobinil: Founded in 1997 as or
“The Egyptian Company for Mo-
bile Services” and privatized in
1998.The company is majority-
owned and fully consolidated by
France Télécom (Orange), which
owns 94% of the shares, 5% of

the shares owned by an Egyptian
business group, and 1% free fl-
oat. Mobinil was the first tele-
com company to receive 1SO 14-
001 certificate in Egypt and the
Middle East. It has also obtained
official renewal of the 1SO 140-
01 for the fifth consecutive year
and also obtained the certifica-
tion of OHSAS 18001. Number
of Mobile Subscribers in Janu-
ary 2012 reached 32.7 million
connections.

2. Vodafone Egypt: The largest mo-
bile phone company in Egypt in-
terms of active subscribers. It was
launched in 1998 under its for-
mer name Click GSM. It covers
various voice and data exchange
services,as well as 3G, ADSL and
broadband Internet services. In
2011, Vodafone became the mar-
ket leader in terms of revenue sh-
are and with the largest customer
base. Number of Mobile Subsc-
ribers in January 2012 reached
36.9 million connections.

3. Etisalat Misr (EM): is a subordi-
nate of Etisalat UAE and the first
3.5G network operator in Egypt.
Etisalat Misr is the first mobile
operator in Egypt to offer Down-
link speeds up to 7.2 Mbps which
is two times faster than 3.5G do-
wnlink speeds.The official anno-
uncement of the launch was in
2007. Number of Mobile Subsc-
ribers in January 2012 reached
21.7 million connections
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Fromthe historical viewpoint, not
only, Mobinil was the pioneering co-
mpany in Egypt, but also it was con-
sidered the market leader in terms of
active number of subscribers from
1998 till Q2/2012 as per the Egyp-
tian National Telecommunications
Regulatory Authority (NT-RA) rec-
ords. However, in Q3/2012, Voda-
fone started to become number one
when its number of subscribers ex-
ceeded Mobinil’s number of sub-
scribers and become the market le-
ader.

1.2 Research Problem

One of the most important sec-
tors that is considered as having the
greatest share of mobile lines is the
Petroleum sector of Alexandria. In
2010, it was noticed that a large por-
tion of this sector is not using the
mobile lines anymore and by that
the existing corporate number of li-
nes/customers among Alexandria Pe-
troleum decreased.

Moreover, there are no valid fac-
tors justifying this leave. Although
during the past years, Alexandria Pe-
troleum companies are still existing
corporate accounts for this Egypti-
an mobile operator in addition to re-
questing new lines (adding new cus-
tomers) for their new staff.

Thus, the researcher suggests that
prices as well as corporate image are
two main reasons of the observed
decrease of number of mobile lines
used as those two factors were not
previously discussed in researches
before.

1.3 Gap in Knowledge

Eight previous studies measured
and investigated the effect of the
price parts (Call Rate, Tariff, ,Value
Added Services charges, Internet C-
harges and SMS charges), either po-
sitive or negative impact on custom-
er loyalty to mobile operators at ma-
ny countries (Hao et al., 2009; Zh-
ang and Feng, 2009; Kim and Le-e,
2010; Santouridis and Trivellas, 20-
10; John, 2011; Hossain and A-U-
llah, 2011; Sathish et al., 2011; Ad-
eleke and Aminu, 2012) but none of
these studies investigated the effect
of Fixed Cost “monthly subscrip-
tions fee” as a price part on cu-
stomer loyalty to mobile operators.

1.4 Research Objectives

e The main objective of the current
research is to investigate the im-
pact of prices factor on customer
loyalty to Egyptian mobile opera-
tor and its relative importance re-
garding other factors.

e The second objective is to inves-
tigate the success of removing fi-
xed cost on retaining current cus-
tomers and/or retrieving those
who already left.

1.5 Research Questions

The following questions have
been formulated, so that answer-
ing them would achieve the objec-
tives of the current research:

1. How does “Monthly subscription
fees”, have significant impact on
customer loyalty to mobile opera-
tors in Egypt?
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2. How can changing Prices retain
existing customers negatively af-
fected by corporate image or help
in their return back to the mobile
operator? i.e. does Prices com-
pensate or make up for bad cor-
porate image?

2. Literature Review

The research objectives are to in-
vestigate the effect of fixed cost (as
a part of price factor) on customer
loyalty to Egyptian mobile operator
and if the fixed cost would compen-
sate for affected corporate image cu-
stomers or not.

2.1 Customer Loyalty
Customer loyalty was clarified in

many of the previous studies (Kuus-

ik, 2007; Theodoridis and Priporas,

2008; Hao et al., 2009; Ismail, 2009;

Kim and Lee, 2010; Boohene and

Agyapong, 2011; and Sathish et al.,

2011) to fall under at least one of

the below perspectives:

1- Attitudinal: where the personal
feelings/emotions of the custom-
er has an important role in ex-
pressing customer’s faith or dire-
ction toward the company prod-
uct/service.

2- Behavioral: where the customer’s
orientation toward the company
product/service would be explic-
itly expressed through customer’s
action toward re-buying/using the
product/service.

Combination of both attitude and
behaviour While, Kuusik (2007) mi-
xed between behavior and attitude in
clarifying the customer loyalty con-
cept, yet Theodoridis and Pripor-
as (2008) used Bowen and Chen’-
s (2001) customer loyalty definition
that differentiated between customer
behavior and attitude as two indi-
vidual approaches. In the later re-
search, the authors stated that “/oy-
alty is proven by the repetitious pur-
chase of a product or service while
the attitudinal approach reflects the
psychological and emotional attach-
ment to-wards a product or servi-

2

ce .

Zhang and Feng (2009) and Ho-
ssain and A-Ullah (2011) used Oli-
ver’s (1997) definition “a deeply he-
Id commitment to re-buy or repatr-
onize a preferred product /service
consistently in the future,thereby ca-
using repetitive same-brand or sa-
me-brandset purchasing, despite sit-
uational influences and marketing e-
fforts having the potential to cause
switching behavior”.

John (2010) also defined custom-
er loyalty as the “feelings or attitu-
des that incline a customer either to
return to a company, shop or outlet
to purchase there again, or else to
re-purchase a particular product, se-
rvice or brand”.
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Similarly, Islam (2010) and Mo-
khtar et al. (2011) expressed custo-
mer loyalty as an intended behavior
regarding the service or the compa-
ny, which includes the possibility of
future renewal of service contracts.

On the other hand, customer loy-
alty has also been defined by Oy-
eniyi and Abiodun (2009) as a level
of customer satisfaction toward pr-
oduct or service. They suggested th-
at customer loyalty would be highly
influenced by customer satisfaction.

Similarly, Sathishetal. (2011)
clarified customer loyalty as con-
sumer behavior where that behavior
of the consumers differs based on
their level of satisfaction with the
operator or company.

2.2 Corporate Image

Several definitions have been de-
vised for the term “Corporate Im-
age”, all of them concentrates on the
impressions perceived by public cu-
stomers and kept in their memories.

The first of them was a research
by Barich and Kotler (1991) through
which they described corporate im-
age as “The overall impression ma-
de on the minds of the public about
afirm”.

Similarly, Kim and Lee (2010) de-
fined corporate image as the “Per-
ception of an organization that cus-
tomers’ hold in their memories”.

Because it works as a filter th-
rough which a company’s whole op-
eration is perceived, a corporate im-
age reflects a company’s overall re-
putation and prestige Kim and Lee
(2010).

All the previous definitions are
based on true experience with the
company and/or brand. However,
Zhang and Feng (2009) introduced
another expression about corporate
image they cited “customers are li-
kely to form brand image in mind
from inexperience ways, as word of
mouth from other consumers, a co-
mpany’s reputation in public, ma-
rketing communication, and so on”.

Although some authors like Is-
mail (2009) highlighted the word
“Brand” to be defined as “a name,
term, sign, symbol, or design or co-
mbination of these that identify the
maker or seller of a product or ser-
vice”, yet others as Andreassen and
Lindestad, (1998) used the term “Br-
and” as a synonym of “Corporate
Image” which has been referred to
as an accumulated attitude (experi-
ence based or not) towards the com-
pany.

In fact, consumers view a brand
and/or corporate image as an im-
portant part of the product. Hence,
branding can add value to a product
or a company and increase customer
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trust as well, as many customers di-
rect their attention first to the com-
pany name/brand before selecting
exact features of the product/service
only because of its image (Kotl-
er and Amstrong, 2005).

A slightly different perspective
was introduced in some studies re-
garding corporate image and its rela-
tionship with reputation. Although
brand/company reputation has been
defined as a perception of quality
associated with customer’s memory
(Aaker and Keller, 1990), yet bra-
nd/company image can be differen-
tiated from reputation by the fact
that the first is the perceptions about
a brand/company as being reflected
by its association held in the con-
sumer’s memory and precipitated
across time (Keller 1993, Chaudh-
uri and Holbook 2001 and Parvez

2005).

2.3 Price

Hao et al. (2009) defined price as
“value of a product/service that is
just a number representing how mu-
ch money you should pay if you wa-
nt to get the product or service”.

Zhang and Feng (2009) defined
and explained the Price as “The mo-
netary cost for a customer to buy pr-
oducts or services”. This price defi-
nition focused on customer attitude
toward service and product price. In

this research, it was explained how
price was the most important factor
that can affect the customer while
taking the buying decision, especial-
ly when price exceeded customer
expectation.

So, this research summarized the
price as the amount of money, that
customer ready to pay it to buy
product or service under condition
this amount is meets customer ex-
pectations and satisfactions toward
it. These satisfactions and expecta-
tions are different from customer to
another. Most of customers are se-
lecting the low and cheaper price
than selecting the high brand with
better features and not the best.

2.4 Price and Telecommuni-

cations Sector

Ismail (2009) explained that us-
ers not only consider the purchase
price and usage charges criteria for
acceptance in telecommunications
sector, but also they take into con-
sideration from whom the services
will be purchased. In addition, Sa-
thish et al., (2011) clarified “It is ab-
undantly clear that Call rates lead
the consumers to switch the service
provider”.

The current research will investi-
gate in a trial to confirm that the
contrary is correct, i.e. the fixed cost
is the price part that leads customers
to switch or select service providers.
So, following is an overview of the
fixed cost.
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2.5 Fixed Cost and Telecom-

munications sector

Fixed cost is the amount of mon-
ey that will be paid monthly or year-
ly as a rent to have product or ser-
vice. Kollmann (2000) defined it as
“a basic fixed cost item which is
considered by the subscriber in the
decision for using the system.”

In  mobile telecommunications
industries, fixed cost used to be de-
fined as monthly/yearly subscription
fees paid by customers to get active
mobile service or value added ser-
vices. Every customer can select the
suitable package matching his/her
usage. Each package has month-
lylyearly fees that differ based on
the benefits included in it compared
to other packages.

3.Determinant factors that a-
ffecting customer loyalty to
mobile operators from pr-
evious studies

Having gone throughout different
available recent literature in this sec-
tion of the research, it was conclude-
ed that no comprehensive studies
covered all factors to gether to as-
sess interactive proportionate wei-
ghts. Meanwhile, most of the studies
covered small periods of time follow
up periods as well as being related
to the localized research populati-
ons.

It is to be noted that no particular
weights and/or prioritization of im-
portance was depicted since each
research examined separate sets of
different factors aside. So weights
shown from the results of those
studies were highly variable for each
factor. Those were also highly relat-
ed to the culture and nature of con-
sumer population in the country
where the research was done.

Overviewing obtained literature;
factors targeted by previous authors
and found to have significant impact
on customer loyalty to mobile op-
erators have been highlighted. So,
the determinant factors affecting
customer loyalty to mobile operators
could be grouped and summarized
as follows:
¢ Financial Factors:

e Perceived Price (Call/Service

Rates)

o Offers

e Perceived switching costs (cus-
tomer’s worries about troubles
after changing cell phone num-
ber)

e Factors related to Service & Its
Quality:

o Perceived Quality of Service
Provided (Quality of Network
Coverage)

e SMS quality

¢ Value Added Services

¢ Operations Performance
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e Factors related to Customer Satis-
faction:

e Quality of customer Care/Service:
quality of service center and hot-
line:

Convenience reliability of inquir-
ing phone fee system: Responsive-
ness

e Customer Satisfaction

e Traditions and Ideology

e Factors related to Corporate Im-
age/Profile:

e Corporate Image/Word of Mouth.

e Trustworthiness

e Relationship or Public Relations

e Social Responsibility

e Publicity and advertisement on
Brand/Corporate Image/Awareness

e Innovation (Product, Service,
Technology, and Marketing)

4. Research Methodology

This research used Qualitative re-
search to investigate the effect of pr-
ices on customer loyalty to mobile
operators using Case Study on Eg-
yptian Mobile Operator focusing on
contemporary events answering “H-
ow” research questions with Explor-
atory Research to find what happens
while asking questions about the
current events trying to generate id-
ea to solve the current research pr-
oblem, using document review and
telephone interview as data collec-
tion tools. Finally, explanation buil-
ding analysis technique was used to
explain and describe the research
results.

4.1 Research Population and
Sample

The target population included all
companies working in the petroleum
sector in Alexandria (The biggest
corporate sector at Alexandria gov-
ernorate in terms of number of cus-
tomers) which were corporate cus-
tomers with the Egyptian mobile
operator under current investigation
during the two years before the start
of the research (2009-2011).The nu-
mber of the targeted companies was
found to be 13 (corporate accounts)
out of all other petroleum sector co-
mpanies.

Thus, the target population is 13
companies, where the researcher wi-
Il consider them all in the current st-
udy. Accordingly, the sample size is
considered as n=13. The researcher
will depend on the secondary data
obtained from the operator regard-
ing such companies, which means
that there is no need to make con-
struct tests of reliability and/or va-
lidity. According to Hair et al. (20-
05) and Fornell & Larcker (1981),
validity and reliability analysis al-
low for the assessment of whether
the individuals responding to ques-
tion-statements understood and an-
swered the question - statements
reasonably carefully. Thus, whenev-
er perception-based variables are
used in inferential studies, measure-
ement errors can bias the results and
this is the main reason of using va-
lidity and reliability analysis.
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This means that validity and relia-
bility analysis are not useful in the
current research as there is no sever-
al measurements for one specific
variable.

It was found that those 13 com-
panies own 4,673 total lines (cus-
tomers) at the time of start of the
current research (2011) as described
in table 5.1. The researcher will start
describing the actual behaviour of
customers on these lines in the peri-
od of the study.

5. Empirical Study

The main objective of the cur-
rent empirical study was to investi-
gate the impact of prices on custom-
er loyalty as a standalone as well as
a corrective factor against negative
corporate image among customers
in the telecommunication market in
Egypt. So, in other words, investiga-
ting success of lowering/removing
fixed cost on retaining current cus-
tomers and/or retrieving those who
already left as well as acquiring new
customers.

Company’s Invoices Analysis
indicated the pattern of increase/
decrease in number of customers/
lines among the selected case study
that is the Egyptian mobile operator
and its customers from Alexandria
Petroleum sector dealing with this
operator.

Telephone interview was used
to ask SPOCs from companies deal-
ing with the selected mobile opera-
tor to expose the factors for custom-
ers initially leaving their mobile op-
erator and factors for returning back
after the employing the experiment-
ed approach of removing the fixed
cost part.The impact of the proposed
fixed-cost elimination on retaining/
retrieving customers was investigat-
ed also through company's invoices.

So, at the end of the current chap-
ter, results of the applied part of the
research would be presented, ana-
lysed and explained as well as being
matched with previous literature in
the same field.

5.1Customers leaving their c-

urrent mobile operator
The magnitude of the problem of
the current research was mainly rep-
resented in the sudden sharp decr-
ease in number of lines among cus-
tomers of the mobile operator under
current research.

Table (5.1) and Fig. (5.1) descry-
ibe each of Alexandria petroleum
companies’ share in the overall ca-
pacity of customers dealing with the
mobile operator under the current
research in the three years period
just before the start of the current
research (August 2009 till August
2011, i.e. three company's invoices
inclusive two years).
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Table (5.1) Trend of Change in the Number of Lines Subscribed to one
of the Egyptian Mobile Operator among Alexandria Petroleum sector

No. of Lines in August | No. of Lines Added(+)/Left(-) % Change in No. of Lines
Comp No. 2009 | 2010 2011 | 2009-10 : 2010-11 . 2009-11 | 2009-10 . 2010-11 ;| 2009-11
1 47 46 45 -1 -1 -2 -2.13% -2.17% -4.26%
3 231 E 212 ! 216 -19 E 4 ! -15 -8.23% ! 1.89% ! -6.49%
4 497 417 353 -80 -64 -144 -16.10% -15.35% @ -28.97%
5 948 808 734 -140 -74 -214 -14.77%  -9.16% @ -22.57%
6 58 43 38 -15 -5 -20 -25.86% @ -11.63% @ -34.48%
7 88 71 61 -17 -10 -27 -19.32% | -14.08% : -30.68%
8 611 555 486 -56 -69 -125 -9.17% | -12.43% : -20.46%
9 1,008 844 826 -164 -18 -182 -16.27%  -2.13% @ -18.06%
10 246 216 216 -30 0 -30 -12.20% . 0.00% -12.20%
11 1,194 = 990 843 -204 -147 -351 -17.09% -14.85% @ -29.40%
12 0 27 56 27 29 56 0 107.41% 0
13 58 122 150 64 28 92 110.34% ; 22.95% : 158.62%
Total 5,611 |5,008|4,673| -603 -335 -938 -10.75% | -6.69% | -16.72%

Source: Company's Invoices Analysis, (2011)

Fig.(5.1): Change in number of lines/customers between the Years 2009 and
2011in Alexandria Petroleum sector
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The table shows that thirteen co-
mpanies from the Petroleum field in
Alexandria were-and still are- cor-
porate customers with the mobile
operator under current research. The
total capacity of lines reported in
August 2009 was 5,611. Almost 87
% of that total capacity was shared
by only six companies (highlighted
ones) with numbers 11, 9, 5, 2,8 and
4 in descending order of percent sh-
ares (21.3%, 17.9%, 16.9%, 11.1%,
10.9% and 8.9%) respectively.

The same ranks sustained thro-
ughout the three years reported. Ho-
wever, the total share for those six
companies in the total capacity de-
creased from 87% in August 2009 to
reach 85% in August 2010 and then
83% in August 2011. Other compa-
nies had too few numbers of lines to
be included.

Although company No.2 (one of
the six selected companies) had mo-
re than 7.5% of the total share, yet
had not faced the churn problem as
it had an overall increase in number
of lines (August 2009 till August
2011), despite the little drop betw-
een 2010 and 2011. So, removing
this company from the list (in order
to fulfil the criteria for inclusion),
the remaining five companies to-
talled 75.9% of the total capacity in
August 2009 which decreased in

August 2010 to reach 72.2% and th-
en further down to 69.4% in August
2011,

So, after exclusion of the eight
companies with too low number of
customers and that with increasing
number of customers, the remaining
five companies showed varying de-
grees of churn rates (loss of cus-
tomers) between the years 2009 and
2011 companies (29.40%, 28.97%,
22.57%, 20.46% and -18.06% for
companies numbers 11, 4, 5, 8 and
9) respectively ranked from largest
to lowest churn rate. Those were the
five companies selected to choose
the sample of the research.

This kind of sharp churn rate that
totalled of -23.86% pulled the atten-
tion to the existence of a true prob-
lem and was the motive behind the
formulation of this research in its
current form.

5.2 Factors for leaving cus-

tomers

Answering the question of “Do
price, have significant impact on
customer loyalty to mobile opera-
tors in Egypt?” has been the target
of the analysis of the collected and
registered factors behind users who
left from the five affected petroleum
companies as detailed in table (5.2).
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Table (5.2): Company’s Analysis for factors of Loyalty Affection

in the Five Affected Companies

Year Percentage of Customers Left (Loyalty Affected)
Price Corporate Image Other Factors
2009 86.8% 0% 13.2%
2010 60.1% 0% 39.9%
2011 27.3% 46.9% 25.8%
Total 67% 11% 22%

Source: Company’s reasons behind the user termination requests files

From the table, it was noticed
that price represented the most com-
mon factor behind customers leav-
ing the mobile operator under cur-
rent research in both the years 2009
and 2010 (86.8% and 60.1% respec-
tively). All other factors combined
counted only for 13.2% for the year
2009 which in creased to 39.9%
during the year 2011. However, in
2011, corporate image evolved with
a sudden sharp rise (46.-9%) reduc-
ing the percentage of the price factor
to only 27.3% and leaving the re-
maining 25.8% for all the other fac-
tors.

As an overall, the two major fac-
tors behind customers leaving their
mobile operator were concluded for
the three-year study period to be
“Price” (67%) and Corporate Im-
age (11%) compared to 22% collec-
tive for all other regular factors.

Other regular factors were grou-
ped into one category as they were

very few in frequency. Examples
of those other regular factors includ-
ed: no need for line, no coverage at
a specific area, replaced with anoth-
er line from the same mobile opera-
tor, travelling and not mentioned
reason for leaving. which are not re-
corded or exposed by company’s
invoices analysis.

The expansion of price as a lea-
ve-factor in both the years 2009 and
2010 (86.8% and 60.1% respective-
ly) could be easily attributed to the
nature of the Egyptian mobile users
which has always been directly im-
pacted by cost due to the kind of ge-
neral socio-economic environment
in Egypt. However, proportion of
the price factor decreases across ti-
me when mobile operators try to
propose offers that best suit and he-
nce re-attract customers based on
price factors.
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On the other hand, sudden evolu-
tion of corporate image in 2011
(46.9%) was not expected to be of
such significant effect on customer
loyalty in Egypt. This surprising su-
dden pop-up in 2011 was invoked
by a situation that occurred when
one of operator board member on
his social media page, posted a joke
in the form of an illustrated comic
that offended a wide group of an-
other religion’s followers which pe-
rceived it as contempt to their reli-
gion. By then, a campaign to boy-
cott the mobile operator related to
him was developed (Reuters, 2011).

5.3 Effect of Fixed Cost Re-

moval

In order to examine the effect of
fixed cost on customer loyalty to m-
obile operators in Egypt, and mean-
while check whether it would com-
pensate for the tragic negative effect
of image on customer loyalty, a de-
signed package based on fixed cost
was offered for a period and its ef-
fect on retaining current customers
and/or retrieving those who already
left was studied.

The package included removal of
the fixed cost portion of price (Mon-
thly Subscription Fees) and adjust-
ing price accordingly. Approval was
obtained from the responsible au-
thorities just prior to the actual im-
plementation in Jan 2012 on cus-
tomers of the five selected client
companies.

Company's invoices analysis
and telephone interview were used
as tools to analyse the results of this
investigation and examine its out-
come after implementation of the
proposed package/offer and whether
it’s retain and recover for corporate
image deficit or not.

5.3.1Company’s Invoices An-
alysis

Company’s invoices analysis was
used as a source of information ab-
out the changes in the number of
lines, tables (5.3, 5.4) and Fig. (5.2)
describe the follow up for the status
covering the entire one year period
after the implementation of the pro-
posed solution (February 2012 to
February 2013) and comparing them
to the previous invoices of August
2009, 2010 and 2011. Those results
were used to explain the pattern of
outcome of the solution in terms of
number of customers (whether re-
tained current ones, those who were
retrieved or newly gained custom-
ers).

The tables and figure show the
great progress in number of custom-
ers/lines from the studied Petroleum
companies that are customers to the
mobile operator under the current
research across time since Feb 2012,
just one month after implementation
of the proposed solution of eliminat-
ing the fixed cost part, lowering the
per minute cost while keeping num-
ber of inter-company minutes fixed.
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Table (5.3): Company’s Invoices Analysis describing the progress
in number of customers/lines from the studied petroleum companies

across time
Number of_Custom— Number of Customers/Lines
Company ers/Lines . after the solution
No. before the solution
Aug | Aug | Aug Feb May | Aug | Nov | Feb | Aug
2009 | 2010 2011 2012 2012 | 2012 | 2012 | 2013 | 2013
4 497 | 417 353 1,492 | 2,818 (2,817 2,820 | 2,826 | 2,999
5 948 | 808 734 1,427 | 11,683 (11,681|11,677| 11,669 |11,657
8 611 [ 555 486 444 2,166 | 2,166 | 2,160 | 2,149 | 2,141
9 1,008 | 844 826 1,598 | 3,256 | 3,272 | 3,248 | 3,455 | 4,215
11 1,194 990 843 2,764 | 3,265 | 3,248 | 3,243 | 3,560 | 3,825
Total 4,258 (3,614 3,242 | 7,725 | 23,188 |23,184|23,148( 23,659 | 24,837

Source: Company’s invoices analysis (2013)
Table (5.4): Progress in number of customers/lines from the studied
petroleum companies across time

% of lines lost | % Gain in number of customers/lines from August
Company by Aug 2011 2011
No. Aug | Aug Feb May Aug Nov Feb Aug
2009 @ 2010 | 2012 2012 2012 2012 2013 2013
4 -29% | -15% | 323% | 698% @ 698% « 699%  701% | 750%
5 -23% | -9% | 94% @ 1,492% 1,491% : 1,491% : 1,490% | 1,488%
8 -20% @ -12% | -9% 346% | 346% | 344% | 342% | 341%
9 -18% | -29% | 93% | 294% @ 296% | 293% | 318% | 410%
11 -29% | -159% | 228% | 287% @ 285%  285% | 322% | 354%
Total -24% -10% | 138% @ 615% @ 615% @ 614% @ 630% | 666%




Dr.Mohamed Adel Ahmed Kamel  Dr.Niveen Mohamed El Saghier

Impact of Prices...

5,000 -

—Client C

4,500 -
4,000 -

== Client C

o | b

oLo-o

Client €

3,500 -
3,000 -

2,500 -
2,000 -

1,500 -
1,000 3
500 -

o I+ HEREN EEnEEnEndEs

o

Co.5 reache

z < w2 o w oz &4 2
11,699 users by Feb 2013 (not shown due to Y Axis Maximum)

1g-12
w-12
b-13

>

Fig. (5.2): Company’s Invoices Analysis describing the progress in
number of customers/lines from the studied petroleum companies
across time (Source: Company’s Invoices, 2013)

The minimum of (2%) for com-
pany 9 and maximum of (15%) for
companies 4 and 11 decrease in the
number of customers/lines between
August 2010 and August 2011 that
was mainly attributed to the corpo-
rate image (Affected on July 2011
as mentioned before) were opposed
by (410%) for company 9, (750%)
for company 4 and (354%) for com-
pany 11, corresponding increase in
the number of lines between August
2011 and August 2013 for the same
companies respectively. In general,
the minimum increase in the same
period of time between August 2011
and August 2013 was (354%) for
company 11 while the maximum in-
crease was (1,488%) for company 5,
and total increase (666%).

It is to be noted from the figure
that the total number of customers/
lines started to increase drastically
immediately after the implementa-
tion of the new package (in January
2012) to peak at maximum between
February 2012 and May 2012 then
started to become a more steady
with little increase or decrease in
number of customer/lines since then
until the last invoices received in
August 2013.

Customers started to subscribe
for new lines through the period of
the offer. However, number of cus-
tomers/lines started to reflect on in-
voices later as the next invoice ob-
tained by the researcher was for
May 1% 2012. This could explain the
sharp rise in curves during that peri-
od between January 2012 and May
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2012. After that, all invoices showed
no significant increase or decrease

in the number of customers/lines
and that lasted up till the last invoic-
es received by the researcher in Au-
gust 2013.

The loyalty —in the current re-
search viewpoint, that is to retain the
customer or keeping customer using
the service — continued with almost
the same number of customers/lines
for periods that lasted for about 19
months between Feb 2012 and Aug
2013.

5.3.2Results from Telephone

Interview

Due to the previous mentioned
factors in the methodology that ma-
de it practically impossible to reach
the thousands of customers existing
in those five companies directly, on-
ly five target respondents from each
of the five companies totalling twen-
ty-five respondents, or otherwise ca-
lled “Single Point of Contact” (SP-
OCs) which are the authorized per-
sons to represent their companies in
front of the mobile operator consti-
tuted the research sample.

Those SPOCs were considered
the actual target respondents (rese-
arch population).Those SPOCs’ clo-
sely knowledge with the customers
they are responsible for makes them
the best representative who can ex-
press those customers’ actual statu-

ses. In addition they are, collecting
and archiving formal requests from
their colleagues regarding the mo-
bile lines activation or factors be-
hind lines request for termination.

Telephone interview tool was
used to verify results of this sub-
study in January 2013 (one year af-
ter implementation of the proposed
solution model). A set of six ques-
tions were closely prepared accord-
ing to traditional scientific basis to
be used to do telephone interviews
with the sample respondents (SPO-
Cs).

SPOCs telephone numbers was
collected from petroleum companies
public relation departments after to-
ok SPOCs permission and acept-
ance by providing them a brief abo-
ut the reason of this interview. In
addition to, prepare the suitable date
and time for call.

The telephone interview tool was
used to collect the research data fr-
om respondents’ sample. Reasons
for selection of the telephone in-
terview in this research rather than
face-to-face interview was:

1. To avoid the difficulty or almost
impossibility of obtaining per-
missions to access the premises
where those SPOCs reside.
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2. Making SPOCs feel more com-

fortable and free in their answers
as being imposed by their work
regulations/restrictions on doing
such interviews and disclosing
such kinds of sensitive infor-
mation.

. Telephone calls provide more
flexible times for interviewing
that suit SPOCs who would pre-
fer beyond working hours to be
freer from supervisory control,
more focused, no wasting of
business time as well as avoiding
disturbances and interruptions.

4. Avoiding conflicts/bias and/or
repetition of the same answers re-
sulting from being affected by
neighbouring SPOCs who all sh-
are the same work space or offic-
es.

Five SPOCs selected from each
of the five selected companies total-
ling twenty-five SPOCs represented
the sample of the current research.

Table (5.5) showing all SPOCs
answers to all telephone interview
questions and results are being de-
scribed in the following sections.
Table (5.6) summarizes the simple
overall results.
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Table (5.5) Telephone Interview answers

Q2- Factor for

Q1- Fac- . Q5- Opin- .
Returning Back| Q3- Re- ) 6- Reaction to
SPOC | tor for g Q . Q4- Preferred | ion about Q
. to leaving Better Offers from
No. | Leaving Package the Opera-
the Current factor Other operators
Operator tor now
Operator
Tell “Company X”
-No Fixed Cost | Adding . No to match the offer
. Image -low Price Fixed Cost No Fixed Cost Problems | will switch to an-
other operator
-No Fixed Cost
-Image -Free Inter Adding . No Switch to
2 . . No F
-Price Company Fixed Cost 0 Fixed Cost Problems better offer
Minutes
Nothing
3 -Price | -No Fixed Cost | Increasing |Fixed Cost includ- No “Company X” is
-Image | -Better service PMR ing Free Minutes | Problems | better in customer
service.
Nothing and
. i ith
“No Fixed Cost Adding No “C(f)c::::::fr Q:’t be-
4 Image -B«és;\:erz;w;)rk Fixed Cost No Fixed Cost Problems | cause of trust and
g best Network cov-
erage.
. No Adding . Network Switch to
5 Price . . No Fixed Cost .
! Fixed Cost | Fixed Cost X Complaint better offer
"No Fixed Cost Adding No Using the three op-
6 Image |-Best Qﬂers and Fixed Cost No Fixed Cost Problems erators.
unique.
No fixed cost is . .
7 Image thel)r;ost iri]-I Adding No Fixed Cost No Switch to
g Fixed Cost Problems better offer
portant
8 Image No Increasing |Fixed Cost includ- No Using the three op-
g Fixed Cost PMR ing Free Minutes | Problems erators.
. Nothing
-Image No Increasing . Network . .
9 Price Fixed Cost PMR No Fixed Cost Complain Already us_lng Etisa-
lat line
No Increasing . Network Switch to
10 Image Fixed Cost PMR No Fixed Cost Complain better offer
. Nothing
No Adding . Network
11 Image Fixed Cost | Fixed Cost No Fixed Cost Complain Best cu\s;;g(r:er ser-
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-No Fixed Cost

12 -Image | -Lowest PMR | Adding No Fixed Cost Network Switch to
-Price -Best Interna- | Fixed Cost Complain better offer
tional PMR
13 Price No Internet |Fixed Cost includ- No AIrea('j\IOIEIi:g other
Fixed Cost Prices | ing Free Minutes | Problems .y g
mobile operator
-Decrease “Company X” is
No |.n free Fixed Cost includ- No best-network cover-
14 Image . minutes - | . . age in my home and
Fixed Cost . ing Free Minutes | Problems .
Increasing already Using other
PMR mobile Line
. . Nothing, Continue
-Price No Adding . No - ”
15 -Image Fixed Cost | Fixed Cost No Fixed Cost Problems with _Cornpany X
and it will match.
Don’t care from
16 -Price No Fixed Cost Increasing F_lxed Cost |.nclud— No cor_npetltorS offers,
-Image PMR ing Free Minutes | Problems | using “Company
X and comfort.
. -No Fixed Cost -| Adding : No “ ”
17 Price Best PMR Fixed Cost No Fixed Cost Problems Tell “Company X
. -No Fixed Cost | Adding _ Network « ”
18 Price lower PMR | Fixed Cost No Fixed Cost Complaint Tell “Company X
-Image | -No Fixed Cost | Adding . No Switch to
19 -Price | -Internet Offers | Fixed Cost No Fixed Cost Problems better offer
-Decrease
Free
. No . . Network Switch to
20 Price Fixed Cost Mmute_s - | NoFixed Cost Complaint better offer
Increasing
PMR
1 Price No Increase |Fixed Costinclud-| Price Switch to
Fixed Cost PMR ing Free Minutes | Complaint better offer
. -No Fixed Cost | Adding . Price Switch to
22 Price -Control service | Fixed Cost No Fixed Cost Complaint better offer
23 Image No Adding No Fixed Cost Network cﬁ::zz?ﬁzsblir;g 2“
g Fixed Cost | Fixed Cost Complaint P
erators.
. . Adding . No Switch to
24 P Free Minut X No Fixed Cost
rice ree inutes Fixed Cost 0 Fixed L0 Problems better offer
25 Image No Increase |Fixed Cost includ- No Switch to
g Fixed Cost PMR ing Free Minutes | Problems better offer
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Table (5.6): Analysis of Telephone Interview answers

. Number of
Question Answers Percent
SPOCs

Factor for Price 15 60%
Leaving Operator | Corporate Image 17 68%

Removing Monthly Fees 25 100%
Factor for

Lower Price 4 16%
Returning Back to

Best Customer Service 2 8%
the Current Opera-

Best Network Coverage 1 4%
tor

Better Internet Rate 1 4%

Adding Fixed Cost 15 60%
Re-leaving factor Increasing PMR 9 36%

Increasing Internet Prices 1 4%

No Fixed Cost 17 68%
Preferred Package

Fixed Cost + Free Minutes 8 32%

No problem 15 60%
Opinion about the

Network Coverage Problems 8 32%
Operator now

Price Problems (still high) 2 8%

Comfortable with Operator and will
Reaction to Better 6 24%

continue
Offers from Other

Tell Operator to match the offer 3 12%
operators

Switch to the Better Offer Directly 16 64%

AR
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Telephone Interview results

conclusions

1. Factors of loyalty affection in the
five affected companies showed
that corporate image being the
main factor for leaving custom-
ers the current mobile operator
and also higher than price factor.

. Factors for returning back to
the selected mobile operator in
general were found to be 100%
primarily and mainly due to “re-
moval of the monthly subscripti
on_fees” or in other words the
“Fi-xed Cost™.

. Factors for re-leaving customers
from the current mobile operator,
almost two thirds indicated “add-
ing fixed cost” being the first
and major trigger.

. More than two thirds preferred
the no fixed cost package com-
pared to less than one third chose
having a fixed cost in addition to
free minutes with extra per mi-
nute charge.

. One third of the customers com-
plaining network coverage while
enjoying removing of fixed cost
packages.

. The “customer loyalty behavior
toward the current operator”, cur-
rent research considered three le-
vels of loyalty based on the three
responses:

Yy

e Loyalty: Comfortable with oper-
ator and will continue (24%)
Dubious Loyalty: Tell operator
and ask to negotiate to find a
match to the offer (12%)
Disloyalty: Switch to the better
offer directly (64%)

6.Answers for Research Que-

stions
Q1- How does Fixed Cost “Mo-
nthly subscription fees” have signif-
icant impact on customer loyalty to
mobile operators in Egypt?

Research results found that re-
moving fixed cost resulted in a big
progress in number of lines/cust-
omers just one month after imple-
mentation of the plan. Moreover,
adding fixed cost was the first and
major possible factor that could lead
to re-leaving of the customers from
the current mobile operator, fol-
lowed by lower per minute rate then
good customer service.

Q2- How can changing Fixed
Cost retain customers negatively af-
fected by corporate image or help in
their return back to the mobile oper-
ator? i.e. does Fixed Cost compen-
sate or make up for bad corporate
image?

Customers’ invoice and interview
results clarified that removal of the
fixed cost hide the effect of affected
customers by corporate image and
retrieve them all back to the current
operator.
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7. Factors that affecting cus-
tomer loyalty to mobile
operators

Financial Factors

Fixed Cost (Monthly sub-

scription fees)

Perceived Price (Call/Service

Rates)

Offers

Perceived switching costs (cus-

tomer’s worries about troubles

after changing cell phone num-
ber)

Factors related to Service & Its

Quality

Perceived Quality of Service

Provided (Quality of Network

Coverage)

SMS quality

Value Added Services

Operations Performance

Factors related to Customer Sat-
isfaction

Quality of customer
Care/Service: quality of service
center and hotline:
Convenience reliability of in-
quiring phone fee system: Re-
sponsiveness

Customer Satisfaction
Traditions and Ideology

Factors related to Corporate

Image/Profile
Corporate Image/Word of
Mouth.

Trustworthiness
Relationship or Public Relations
Social Responsibility

Yy

e Publicity and advertisement on
Brand/Corporate Im-
age/Awareness

¢ Innovation (Product, Service,
Technology, and Marketing)

8. Recommendations

The following set of recommen-
dations was formulated based on the
research conclusions and current
research results, mobile operators’
marketers may consider the follow-
ing advices while considering their
marketing plans:

1. Apply market segmentation after
a perfect study of current cus-
tomers behaviours to be able to
classify them into categories each
of which should be targeted by
specific marketing plans that play
on the kind of interest of those
customers. For example, those in-
terested in price should be target-
ed by tariff plans that provide
more variation in fixed cost, wh-
ile those interested in comfort
and corporate image should be
targeted by other programs that
promote corporate image like
corporate social responsibility ac-
tivities.

It was proved that removal of
fixed cost has a great impact on
customer loyalty. Thus, an opti-
mum point of the lowest accept-
ed/attractive fixed cost (monthly
subscription fees) has to be calcu-
lated to be able to provide to cus-
tomers.
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3.

9.

Achieve a competitive advantage
through continuous calculation of
the optimum subscription fees
level that will retain customers to
the mobile operator under study.

. Building a statistically reliable

and loyal measuring scales to al-
ways test customer’s level of lo-
yalty and comfortable degree to
avoid attacking by competitors
through better offers.

. Offer long term relationship solu-

tion to customer such as: long in-
stalment program, attractive poi-
nts system, rewards in customers
special events (Birthday, anniver-
sary), and finally special reward
yearly to customers with gradual-
ly increase as incentive to stay
and see.

Future Work
In light of the current results,

conclusions and research limitati-
ons, further future research are rec-
ommended as follows:

1.

2.

Include all Egyptian mobile op-
erators.

The current research needs to ex-
tend to cover a larger sample
covering more kind of customers
including all corporate sectors
and individual users.

. Have permissions in better time

to reach more research sample.
Investigate the effect of fixed
cost to customer loyalty in mo-
bile operators in different coun-
tries than Egypt to see if can con-
firm the same research results.

Y¢

10. Research Limitations
Research Limitations summarize in
the below points:

1. The research case study on one of

the Egyptian mobile operator and
not including all the other exist-
ing operators. This research used
a case study in Egypt, so the re-
sults may not be applicable for
other environments than Egypt.
The selected area for the research
IS on corporate users and not in-
cluding individual users. Rese-
arch results acquired during un-
stable Egyptian economics situa-
tion time, and results might be
changed in better situation.

Despite the fact that the number
of customers in the companies
representing the population of the
research was very huge,yet it was
almost impossible to reach out to
a good sample of those users due
to security measures, co-mpany
regulations, and finally the mo-
bile operator customers' privacy

policy.
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