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Abstract:

This study examined the strategic advantage of service-differentiation on the
competitive sustainability of firms in the Nigerian telecommunication sector. The
specific aims was to ascertain the effect of excellent service-quality on the market share
of telecom firms in Nigeria; and as well assess the effect of service differentiation on the
Nigeria’s telecommunication firms’ public perceived image. Survey design was utilized
and data was gathered through a closed-end structured questionnaire designed on 5-
point Likert Scale. The main source of data was primary source and the target
population consisted of staff of four main GSM telecomm firms (MTN, GLO, 9Mobile,
and AIRTEL) in South west part of Nigeria. A sample size of 207 was drawn from the
study population of 488. The formulated hypotheses were tested through Z-test
statistics and Simple Linear Regression Coefficient at 0.05 significance level. The
findings revealed that excellent service-quality impacted positively (i.e. increased) on
the market share of telecommunication firms in Nigeria. The study further shows that
service differentiation positively affected (i.e. enhanced) on the Nigeria's
telecommunication firms” perceived image. It was concluded that there is a strategic
advantage of service-differentiation on competitive edge and sustainability of Nigeria
telecom firms. The study recommends that the Nigerian telecom organizations should
concentrate on providing customers with a lifetime delivery value in order to continue
to enjoy survival and effective operations in the sector.
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1. Introduction

The recent business operations have been characterized by competitiveness which has
been the major focus of corporate strategy studies. Competitive strategy is intensively
discussed as a corporate competitive advantage and as the most competitive advantage
(Porter, 1980; 2008). Since then, several scholars dedicated a great part of previous
works to describe different procedures and concepts about environmental dynamics
and the challenges created for corporate and for business competitiveness, based on
Porter’s five force model (Wright 2010; Hitt, Ireland and Hoskisson 2012; Aaker, 2011;
Hill and Jones 2008; Hinings and Greenwood 2009; Certo and Peters, 2013).

According to these authors (Aaker, 2011; Hill and Jones 2008; Hinings and
Greenwood 2009; Certo and Peters, 2013), the forms of competitiveness and their
sustainability come from their ability to develop strategies that can generate value
which is difficult to be imitated or that is costly. Chandler (2009) stated that
competitiveness comes from the ability to create economy of scale and economy of
scope. There is widespread consensus in the strategy literature that a driving force
behind firm growth is the firm’s resources and capabilities that can be deployed to new
market opportunities. In particular, scholars have long argued that firms should
distinguish and differentiate their want-satisfying offers against the rivals (Wernerfelt
and Montgomery, 2008).

Generally, differentiation strategy seeks to provide products or services that offer
benefits that are different from those of competitors and that are widely valued by
buyers (Johnson, Scholes & Whittington, 2008). The aim of using differentiation strategy
is to achieve competitive advantage. There are different differentiation strategies for the
company to choose from, it can be, product differentiation, service differentiation etc
(Kotler & Keller, 2014). Further on, the company can choose to have a unique marketing
mix or retail mix. The retail mix consists of merchandise, price, advertising and
promotion, customer services and store design. (Fairhust & Moore, 2013). Hitt, Ireland
& Hoskisson, (2012) state that a differentiation strategy must be based on two key
factors: the strategic customers, the company has to identify their needs and what they
will value, and also on their key competitors, to be different, the company has to
identify its competitors.

The Nigeria telecomm sector in the recent has been very fierce with firms
competing for shares and customers base. The four licensed firms MTN, GLO,
9MOBILE and AIRTEL have continued to wage price and promotion wars against each
other. MTN introduced excellent services products to attract more customers. The rival
tirms GLO and 9MOBILE retaliated by introducing new products and by cutting down
turther the prices of its products. The increasing competition and growth in the sector is
a clear indication of the operators’ increasing focus to offer reliable and innovative for
subscribers and customers.
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This competition wars in terms of promotion and price have made most of
Nigerian firm to undermine the relevance of service-offering differentiation as a s
strategic thought that needs to be exploited. This has affected the survival and
operation of many of these firms since consumers continued to complaint about poor
service and lack of reliable offers. This has impinged on the market share and has
affected the perception of the public’s about these firms. Hence, there is a pressing need
to undertake a study that will unravel the rationale of service differentiation on
competitive edge in the Nigeria telecommunication sector. To this end, this study;

a) Examines the effect of excellent service-quality on the market share of
telecommunication firms in Nigeria; and

b) Determines the effect of service differentiation on the Nigeria’'s
telecommunication firms’ publics’ perceived image.

2. Brief Review of Literature

2.1 Conceptual Review

A. Differentiation as a Competitive Marketing Strategy

Ditferentiation is one of the key business strategies (Allens & Helms, 2006). According
to Koskela, (2000), a firm differentiates itself from competitors if it can be unique at
something that is valuable to customers. Murphy (2011) posits that differentiation
occurs when a firm tries to make the product/service more appealing to the customer
than the competition thereby potentially commanding a higher price.

Differentiation consists in differentiating the product or service offered by the
firm, in other words, creating something that is perceived industry-wide as being
unique. Differentiation may be achieved in various ways, for example through design,
brand image, technology, features, customer service, and dealer network. Bases of
differentiation may be sorted into three categories (Allens & Helms, 2006). Firstly, to
implement differentiation, a firm may focus directly on product (or service) attributes,
i.e. product features, product complexity, the timing of product introduction, or
location. Secondly, a firm may focus on the relationship between itself and its
customers, for example through product customization, consumer marketing and
product reputation. Finally, differentiation may be implemented by focusing on the
linkage within or between firms, which includes linkage within functions of a firm,
linkage with other firms, product mix, distribution channels and service support.
Ideally, the firm should differentiate itself along several dimensions (Murphy, 2011).

Thus, differentiation is concerned with creating something that is perceived as
unique by buyers Porter (2008) opined that differentiation strategy may be explained
based on differentiation through technology, brand, positioning, design or innovation.
Differentiation strategy involves the development of strengths that can give a firm a
differential performance advantage above other competitors. An example of this is a
firm that competes by having the most inclusive branch network open at customers’
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convenient time and is able to cut down waiting time and speed up service delivery or
one that is able to cut down lending time without securities.

A firm adopting differentiation strategy tries to differentiate its products or
services from competitors by using unique attributes which are widely valued by
buyers. Uniqueness can be achieved through service/product innovations, superior
service, creative advertising, better supplier relationships leading to better services, or
in an almost unlimited number of ways. With unique attributes, a firm can charge
premium prices for the products and services.

Differentiation has been adopted in increasing numbers of industries, specifically
in industries that need quality for success Bacanu (2010). A differentiation strategy is
also based upon persuading customers that a product is superior in some way to that
offered by competitors. In differentiation strategies, the emphasis is on creating value
through uniqueness, as opposed to lowest cost.

A differentiation strategy occurs when a firm gains an unprecedented position
within the sector of operation by differentiating its products or services. Barney and
Hesterley (2006) assert that the rarity of a differentiation strategy depends on the ability
of individual firms to be creative in finding new ways to differentiate their products. As
rivals try to imitate these firms’ last differentiation move, the creative firm will already
be working on new moves and therefore, remain one step ahead of their competitors.

Baum, Locke and Smith (2001) also suggest that firms implementing
differentiation strategies like innovative and high quality products achieve the highest
growth. Some problematic areas of differentiation include the difficulty on the part of
the firm to estimate if the extra costs entailed in differentiation can actually be
recovered from the customer through premium pricing. Moreover, successful
differentiation strategy of a firm may attract competitors to enter the company's market
segment and copy the differentiated product Lynch (2003). Mosey (2009) posits that
manufacturing firms which repeatedly introduce innovative new products end up
openings up new market niches, which is essential to their survival. Slater and Olson
(2001) lament that the effectiveness of differentiation strategy depends on how well the
firm can balance product benefits and product costs for the customer relative to the
competitive offering. Moreover, Acquaah and Ardekani (2006) avert that differentiating
firms are able to achieve competitive advantage over their rivals because of the
perceived uniqueness of their products and service.

B. Service Differentiation

It is easier to differentiate products because their variables are tangible than services.
But when the product cannot be differentiated, adding valued services, or improving
their quality can be the key to competitive success. Services are processes which have
six characteristics: Services are intangible. They are perishable and not transportable.
They are produced and consumed simultaneously. They can differ from one customer
to the other and they are co-produced by the customer. According to those
characteristics, services have to be really well prepared they cannot be taken back or
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modified. In services marketing, 7 P have to be combined in order to create the best
service possible, according to Nargundkar (2006) they are:
1. Product, which regards the design of the service
Price, which is about the influences on pricing
Place, for the distribution channel and supply chain management
Promotion, which concerns the different types of medias which can be used
Process, which can determine the customer’s satisfaction
People, who deliver the service
Physical evidence which means that services are intangible.

NSOl »nN

C. Service Quality

Service Quality’ is a business administration term used to describe achievement in
service. It reflects both objective and subjective aspects of service. The accurate
measurement of an objective aspect of customer service requires the use of carefully
predefined criteria. The measurement of subjective aspects of customer service depends
on the conformity of the expected benefit with the perceived result. This in turn
depends upon the customer’s imagination of the service they might receive and the
service provider’s talent to present this imagined service.

A customer will have an expectation of service determined by factors such as
recommendations, personal needs and past experiences. The expectation of service and
the perceived service result may not be equal, thus leaving a gap. Ten determinants
which may influence the appearance of a gap were described by Parasuraman,
Zeithaml and Berry (2005):

1. Competence’ is the possession of the required skills and knowledge to perform
the service.

2. Courtesy refers to factors such as politeness, respect, consideration and
friendliness of the contact personnel; consideration for the customer’s property
and a clean and neat appearance of contact personnel.

3. Credibility’ refers to factors such as trustworthiness, believability and honesty. It
involves having the customer’s best interest at heart. It may be influenced by
company name, company reputation and the personal characteristics of the
contact personnel.

4. Security’ represents the customer’s freedom from danger, risk or doubt including
physical safety, financial security and confidentiality.

5. Access’ refers to approachability and ease of contact.

6. Communication” mean both informing customers in a language they are able to
understand and also listening to customers. A company may need to adjust its
language for the varying needs of its customers.

7. ‘Reliability” is the ability to perform the promised service in a dependable and
accurate manner.

8. ‘Responsiveness’ refers to the willingness of employees to help customers and to
provide prompt timely service

European Journal of Management and Marketing Studies - Volume 3 | Issue 3 | 2018 108



Ayansola A. Ayankola, Bamidele S. Adeleke
STRATEGIC ADVANTAGE OF SERVICE DIFFERENTIATION
ON THE COMPETITIVE SUSTAINABILITY OF TELECOM FIRMS IN NIGERIA

An analysis of service quality literature suggests four underlying themes:

a) Itis more difficult to evaluate than quality of tangible goods.

b) Evaluation of quality is not made solely on the outcome service; they also
involve the evaluation of the process of service delivery (Parasuraman,
Zeithamal & Berry, 2005).

c) Service cannot be separated from the creator of service. These are created,
consumed and dispensed at the same time.

d) Although the services are intangible but through visualization, association,
physical representation and documentation; intangibility of the services can be
improved

D. The Concept of Market Share

Market share attraction models, which specify that a firm's market share is equal to the
ratio of its “attraction” to the total attraction for all firms; have received increasing
attention in recent years. However, there has been little research investigating the
practical implications of such models. This study presumes that a game-theoretic
analysis of the model which deduces the strategic implications of a Nash equilibrium
solution to the model. Nash equilibrium captures the idea that players ought to do as
well as they can give the strategies chosen by the other players. It is shown that these
implications are consistent with previous empirical research in marketing and business
policy.

Best (2009) defines market share as “the percentage of current market demand
obtained by a business” and market share index as “a hierarchy of market share factors
(such as awareness, availability, interest, intention to buy and purchase) that results in
an estimate of the market share”. According to Best (2009), gaining market share is
reflected in a firm’s marketing mix namely: (1) promotion strategies (2) product
positioning strategies (3) price strategies (4) place strategies and (5) service strategies. A
tirm’s market share is therefore reflected in a firm’s strategic consideration of (1)
creating awareness of its products and benefits (2) promoting its attractiveness,
preferences and product benefits to customers (3) offering attractive service charges and
benefits (4) aiming to provide services at every place and (5) providing satisfied services
to its customers.

Best (2009) further contends that the product of these marketing mix expressed in
quantifiable metrics reflects the market share index of the firm. In this study, the market
shares of the various banks were obtained through secondary data, ie. from
consultancy report prepared by the Price Waterhouse Coopers (2008).

E. Perceived Image

Today’s consumers have more choices for their financial needs than ever before.
Technology globalisation has increased competition, and increased consumer mobility
has dramatically changed the way people bank (Harwood, 2002). Many financial
institutions are looking at branding techniques to differentiate themselves. Harwood
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(2002) argues that branding, as a tool to build an image, is critical in the banking
industry where all firms offer almost the same kinds of products. Hence, it is critical
that banks have a comprehensive knowledge of customers’ values, attitudes, needs and
perceptions of various services the bank offers and the image which customers have
about the bank itself (Kaynak, 1986). Accordingly, bankers must be able to build and
manage their bank’s image in order to clearly define the differences between their bank
and its competitors. Bharadwaj (1993) also argue that services are highly intangible and
are, therefore, high in experience and credence qualities. As a consequence, brand
reputation is important as a potential competitive advantage. Alvarez (2001) therefore
proposes that logic is no longer enough to sell the benefits of an intangible product or
service, especially with commodity products and skeptical consumers. This situation
calls for emotion or image to change the perception of the audience in any real or
profound way Furthermore, both Marthur (1988) also propose image as an alternative
to product differentiation.

2.2 Theoretical Anchor: Internal Service Quality Model

This work anchored on internal service quality model developed by Frost and Kumar
(2000). The model evaluates the dimensions, and their relationships which determine
service quality gaps among internal customers (front-line staff) and internal suppliers
(support staff) within a large service organization. The gaps are as follows:

e Internal gap 1: Difference in support staff’s perception (internal supplier) of
front-line staff’s expectation (internal customers).

e Internal gap 2: Difference between service quality specifications and the service
actually delivered resulting in an internal service performance gap.

e Internal gap 3: Difference between front-line staff’s expectations and perceptions
of support staff’s (internal supplier) service quality. This is the gap which focuses
on the front-line staff (internal customers).

Luk and Layton (2002) developed the traditional model of Parasuraman et al.
(2005) by adding two more gaps. They reflect the differences in the understanding of
consumer expectations by manager and front-line service providers and the differences
in consumer expectations and service providers' perception of such expectations

3. Methods

Survey method was utilized and area of this study was Southwest, Nigeria. The states
that make up south west are Lagos, Ogun, Oyo, Osun, Ondo and Ekiti. The population
for this study comprised of management staff of the telecom in south-west states in
Nigeria. The population of the staff was 488. A final sample size of 207 was drawn
using Cronrach method. Primary source of data was the only method used and data
was sifted through structured closed-end questionnaires that were self-administered. A
reliability result of 0.89 was derived which indicated that the instrument is very reliable.
Face and content validity were used to validate the instrument.
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4. Results and Findings

A total of 207 two hundred and seven questionnaires were distributed to the
respondents. 170 (82.1%) of the administered questionnaire were returned. This makes
(82%) response rate upon which the analysis of this study is based.

4.1 Testing of Hypotheses
Two hypotheses were formulated and are tested below using z-test and regression.
Ho1: Excellent service-quality cannot affect the market share of telecomm firms in
Nigeria
Hai: Excellent service-quality would affect the market share of telecomm firms in
Nigeria

Table 1a: One-Sample Statistics

N Mean Std. Deviation Std. Error Mean

Decisions on service quality & market share 170 | 22.1000 17.11243 2.11211

Table 1b: One-Sample Test

Test Value =0
V4 df Sig. (2- Mean 95% Confidence Interval of
tailed) Difference the Difference
Lower Upper
Decisions on service quality | 11.17 | 169 .004 22.1000 16.3300 38.4300
& market share

Having analyzed the data from the questionnaire using one-sample z-test to examines if
distinctive service-quality would affect the market share of telecommunication firms in
Nigeria, the Tables 1la & b revealed that the z-test result shows the existence of
significant result on the variables (z = 11.17 > at p< 0.05). The significant level was found
to be 0.04, and due to this we reject the null hypothesis and accept the alternate one
which excellent service-quality would affect the market share of telecommunication firms in
Nigeria

4.2 Hypothesis Two

HO:: Service-differentiation would adversely affect the public perceived image of the
Nigeria’s telecomm firms’

HA:: Service-differentiation would contribute to the public perceived image of the
Nigeria’s telecomm firms’

Regression model: Y= a =3 X+ .... (For all observationsi,=1,2 ...n)

Where Y = perceived image

X = service differentiation

u = error term of random variable
a = a constant amount
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[ = effect of X hypothesized to be positive
Hence, the regression (predict) equation will be Y = 13.222+0.441X

Table 2a: Model Summary

Model R R Square Adjusted R Square Std. Error of the Estimate

1 5512 .588 .541 43.18114

a. Predictors: (Constant), service differentiation

Table 2b: ANOVADb

Model Sum of Squares Df Mean Square F Sig.
1 | Regression 16221.117 1 19110.019 4.102 .003a
Residual 7711.221 169 4657.572
Total 23932.338 170

a. Predictors: (Constant), service differentiation

b. Dependent Variable: perceived image

Table 2¢: Coefficients?

Model Unstandardized Coefficients | Standardized Coefficients t Sig.
B Std. Error Beta

1 | (Constant) 13.222 42.533 2.121 | .033

Service Differentiation 441 312 774 3.441 | .019

a. Dependent Variable: perceived image

Having analyzed the data from the questionnaire using regression analysis to to see if
service differentiation would positively affect the perceived image of the Nigeria’'s
telecommunication firms, the Tables 2a, b & c revealed that the regression result shows
the existence of significant result on the variables (R? calc = .588, F = 4.102 > at p< 0.05).
The significant level was found to be 0.03, and due to this, we reject the null hypothesis
and accept the alternate one which states service-differentiation would contribute to the
public perceived image of the Nigeria’s telecomm firms’.

5. Conclusion and Recommendations

It is seen that service offering differentiation strategy for produces returns and
corporate growth by building brand loyalty and lowering customers' switching
behavior. There is a positive impact of service offering differentiation strategy on the
marketing and competitive advantage of firms. Firms perceived image in the Nigeria
telecomm sectors are enhanced as a result of excellent service differentiation and service
quality. Based on the above key conclusions, the following are the major suggestions for
the telecomm firms: First, the firms in the Nigeria telecommunication industry that
utilize service differentiation strategy needs to focus on gaining competitive advantage
by having through improved innovation and continuing excellent customer service.
Second, firms should concentrate on a promising customer segment and within that
segment attempt to achieve either a cost advantage or differentiation. Lastly, a firm
using a service differentiation often enjoys a high degree of customer loyalty; hence,
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these firms should consider collaborating with other institutions in other industries so
as to build synergies and to leverage on their operational capabilities and strengths
which in the long run will translates into competitive edge.
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