ABSTRACT

Thesis will analyze marketing activities on the example of Kazakhstan’s company
such as JSC "Kcell". It will examine current marketing policies and market where
company is mainly operating. Thesis will result on the suggestions directed toward
increased efficiency of key marketing activities. The target interested group assumed
to be: top management of the companies operating in same industry and academic
researches conducting research in this area.

Analysis will be focused on the level of customer's satisfaction and loyalty of
customers. In the analysis of this thesis were interviewed with a questionnaire with
questions on the topic of customer satisfaction and loyalty, to determine the cause of
decline in the level of satisfaction of "Kcell" for 2012. Based on the results of

analysis were made recommendations to improve the efficiency marketing company.
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Oz

Bu tez Kazakistan O0rnegini kullanarak JSC “Kcell” gibi firmalarin pazarlama
analizini yapmaktadir. Calisma, giincel pazarlama politikalarini ve piyasayi sirketin
esas olarak faaliyet gosterdigi yerde incelemektedir. Tez, artan verimlilik
konusundaki 6nerilere dogru yonelmistir. Hedeflenen ana grup yiiksek yonetim olup,
ayn1 endistriilerde faaliyet gosteren firmalardir ve bununla ilgili akademik ¢alismalar
bu alanda yapilmistir. Analiz, miisteri memnuniyeti ve onlarin baglilig1 iizerinde
durmaktadir. Calismanin analizi yapilirken konuya iliskin hazirlanan anketler
kullanilarak miisteri memnuniyeti ve baglilik iizerine yapilan roportajlar “Kcell” in
2012 yil1 igerisindedir. Ortaya ¢ikan sonuglara dayanarak verimliligin gelismesi igin

tavsiyelerde bulunulmustur.

Anahtar Kelimeler: Pazarlama, Miisteri, Memnuniyeti, Sadakat, "Kcell"



ACKNOWLEDGMENTS

I would like to thank Assoc. Prof. Dr. Mustafa TUMER for his continuous support
and guidance in the preparation of this study. Without his invaluable supervision, all
my efforts could have been short-sighted. Many thanks to him for all that he did to
me, when | had hard time.

There are many thanks to my parents who gave me the opportunity to study in
Northern Cyprus. Also big thanks to my friends and my steady. Without their
support, 1 would have been difficult. | would like to dedicate this study to them as an

indication of their significance in this study as well as in my life.



To my lovely mom and dad

Thank you

Vi



TABLE OF CONTENTS

ABSTRACT .. i
OZ et iv
ACKNOWLEDGMENTS ... %
DEDICATION ...t Vi
LIST OF TABLES ... oo IX
LIST OF FIGURES ... X
LIST OF GRAPHS ... Xi
LIST OF ABBREVIATIONS ... xii
L INTRODUCTION .. 1
2 BACKROUND REVIEW ...t 5
2.1 “Kcell” One Part of a Large Holding Company “TeliaSonera” .............. 5

2.2 EPSI Rating: Satisfaction of Mobile Phones Services in Kazakhstan .....9

2.3 Theoretical Basis of the Effectiveness of Marketing Activities............. 13

S LITERATURE REVIEW. ... ..o 19
3.1 The Effectiveness of Marketing ACtiVities ..........ccccceevivieiieve i i, 19

3.2 Customer Satisfaction and Loyalty ..........ccccceviiiiiiiii e, 29

3.2.1 Loyalty Completely Satisfied CUStOMErs ..........cceevveivevinnnne. 29

3.2.2 Perception — One of the Main ..........ccccoveieiiicic e, 38

3.2.3 The Systematic Approach to Ensure Loyalty of Customer.....40

3.3 Hypotheses of Value Added Services and Switching Costs inMobile
PRONE MAIKEL ... e 46

4 RESEARCH METHODOLOGY .....ccooiiiiiiiiiiiciiee e 50

vii


file:///C:/Users/Ернар/Desktop/Thesis%20last/TABLE%20OF%20CONTENTS.docx%23_Toc281465716
file:///C:/Users/Ернар/Desktop/Thesis%20last/TABLE%20OF%20CONTENTS.docx%23_Toc281465717
file:///C:/Users/Ернар/Desktop/Thesis%20last/TABLE%20OF%20CONTENTS.docx%23_Toc281465718
file:///C:/Users/Ернар/Desktop/Thesis%20last/TABLE%20OF%20CONTENTS.docx%23_Toc281465719
file:///C:/Users/Ернар/Desktop/Thesis%20last/TABLE%20OF%20CONTENTS.docx%23_Toc281465721
file:///C:/Users/Ернар/Desktop/Thesis%20last/TABLE%20OF%20CONTENTS.docx%23_Toc281465722
file:///C:/Users/Ернар/Desktop/Thesis%20last/TABLE%20OF%20CONTENTS.docx%23_Toc281465723
file:///C:/Users/Ернар/Desktop/Thesis%20last/TABLE%20OF%20CONTENTS.docx%23_Toc281465724
file:///C:/Users/Ернар/Desktop/Thesis%20last/TABLE%20OF%20CONTENTS.docx%23_Toc281465725
file:///C:/Users/Ернар/Desktop/Thesis%20last/TABLE%20OF%20CONTENTS.docx%23_Toc281465725
file:///C:/Users/Ернар/Desktop/Thesis%20last/TABLE%20OF%20CONTENTS.docx%23_Toc281465725
file:///C:/Users/Ернар/Desktop/Thesis%20last/TABLE%20OF%20CONTENTS.docx%23_Toc281465725

4.1 QUESLIONNAITE DESION ...veeveeiieiiieie et 50

4.2 Research Subjects and Sampling Method............ccccccovviviiieiiccccee, 52

4.3 Constructs and Measurements Included in the Questionnaire ............... 52

5 DATA ANALYSIS, RESULTS, AND DISCUSSION .......cccoveiiiiiieiiinieeneee S57
5L RESUILS ... 57

5.2 Hypotheses and Applying of Model ..., 58

5.2.1 According Hypotheses Construct Model ...........c.ccccccveivennnnne. 58

5.2.2 Conclude Result by SUIVEY ........cccocoeiieviieceeceee e 60

5.3 Discussion and Recommendations............coceveoerireneiineneieseseseeenens 62

B CONCLUSION ...t 64
REFERENCGES ... 66
APPENDICES ... 71
APPENTIX A .ot re e 72
APPENTIX B ..ot 73
APPENTIX C oot 74
APPENTIX D oo 75

viii


file:///C:/Users/Ернар/Desktop/Thesis%20last/TABLE%20OF%20CONTENTS.docx%23_Toc281465725
file:///C:/Users/Ернар/Desktop/Thesis%20last/TABLE%20OF%20CONTENTS.docx%23_Toc281465725
file:///C:/Users/Ернар/Desktop/Thesis%20last/TABLE%20OF%20CONTENTS.docx%23_Toc281465725

LIST OF TABLES

Table 2.1. Data of Index of Satisfaction and Changing in One Year................... 10
Table 3.1. Indicators of the Effectiveness of Marketing Activities...................... 24
Table 3.2. General Recommendations on Identifying Strategic Actions................ 37

Table 4.1. Constructs and Measurements Included in the Section 1 of
QUESTIONNAITE. ...ttt 53

Table 4.2. Constructs and Measurements Included in the Section 2 of

(@0 1=T] (o] g P U] 55
Table 5.1. Results of Questionnaire Section 1............cooviiiiiiiiiiiiiiiiieea 57
Table 5.2. Results of Questionnaire SECtioN 2...........coviveiiiiiiii e 58



LIST OF FIGURES

Figure 3.1. Influence for Satisfaction.................cooiiiiiiiiiiii e, 38
Figure 5.1. Research Model Constructed by Hypotheses...............cccvevininenn 59
Figure 5.2. Relationships between Trust, Satisfaction and Loyalty..................... 60



LIST OF GRAPHS

Graph 2.1. The Index of Customer Satisfaction and Loyalty Provider.................. 12
Graph 3.1. The Ratio of Customer Satisfaction...................coooviiiiiiiiiiin.n. 31
Graph 3.2. The Relationship between the Values of the American

Customer Satisfaction Index (ASCI) and the Stock Price..................ooiinit. 44
Graph 3.3. Relationship between Estimates of Customer Value Products

ATET and itsS Market Share. ..o 45

Xi



LIST OF ABBREVIATIONS

GSM e Global System of Mobile Communication
TS e ———————————— Joint Stock Company
CEO e Chief Executive Officer
UMTS. oo Universal Mobile Telecommunication System
CDMA s Code Division Multiple Access
OUSC e Open Joint Stock Company
L P s Limited Liability Partnership
EDGE ... Enhanced Data rates for GSM Evolution
WAP s Wireless Application Protocol
MIMIS e Multimedia Messaging Service
SIS s Short Messaging Service
OSCE oo Organisation for Security and Co-operation in Europe
EPSI o The European Stakeholder Satisfaction Index
ASCH e American Consumer Satisfaction Index
DIIA s Dow Jones Industrial Average
S e ——————————— Service Marketing

xii



Chapter 1

INTRODUCTION

“The small difference between merely satisfied and completely satisfied consumer
can destroy a company”.

The thesis focuses on marketing and how will be allow to enhance effectiveness of
marketing in company throw the satisfaction of customer and loyalty for product or
service. So the main aspect of good marketing I would do for customer’s satisfaction.
Leaders of modern enterprises of Kazakhstan should not only study the concept of
marketing, but also be able to use it; this is how we can improve the effectiveness of
marketing of the company.

Marketing is one of the most important kinds of economic and social activity. The
purpose of marketing — is improving the quality of products and services, improving
their acquisition, which will lead to increased quality of life.

Professor Philip Kotler (2007) said that: “Marketing is more than just the movement
of goods and services to market. With the help of marketing forces companies to do
what is necessary to the consumer. Marketing two-way process, which are based on the
relationship between the productive forces and the consumer.”

Marketing activities, its state at a particular company is relevant today because the
process of marketing means a system of different activities that, after analysis allow you

to choose the best option of financial and business development of the company as a



whole. The modern concept of a marketing strategy is to ensure that all activities of the
company are based on knowledge of consumer demand and changes in perspective.
Moreover, one of the goals of marketing is to identify unsatisfied customer needs, to
guide production to meet these requests. Marketing system puts the production of goods
in the functional dependence of the requests and demands to produce goods in the
variety and quantity, the customer needs. That's why marketing is the set of existing
methods for the study of markets, everything else is focusing its efforts on the creation
of effective marketing channels and an integrated advertising campaigns.

The purpose of the master's thesis is to determine the way, may increase the
effectiveness of marketing activities of the company, as an example JSC “Kcell”.
Increased marketing by the loyalty and satisfaction of users of the services and products
of cellular operator. Aim of this thesis is find out how costumers of JSC “Kcell” refer to
brand and which level of satisfaction and loyalty is. Because if there are would be
dissatisfaction and low barrier to switch product or service for other and customer is not
stay and remain with company’s product or service, marketing management department
of this firm has problem and there is not perfect work in customer service department.
“Kcell” has some decreasing in level of satisfaction of customers in 2012 year, it is
known from article of EPSI-rating which concluded that Kcell has problem with
satisfaction of price. Cause customer prefers other mobile provider “Beeline” and new
one “Tele2” than “Kcell”. However “Kcell” has the highest level of customer
satisfaction and loyalty than other mobile operators in Kazakhstan, even with a decrease
in these levels in 2012. There is applying questionnaire in survey to find out satisfaction

level of customers and loyalty level in this thesis. Because “Beeline” and “Tele2” have



less customer amount and were less time in Kazakhstan’s market, consequently have
less market share. And with the pace “Kcell” lose its position in the market.

Proceeding from the above, the master's thesis topic is relevant.

According to the purpose of this paper identified the following problem, the solution
of which is planned during the writing of this work:

1. Consider information about company in common and argued that there are some
problem with satisfaction of consumer and loyalty in mobile providers are in
Kazakhstan.

2. Examine the theoretical and methodological framework for the assessment of
marketing activities, through the study of the features of marketing activities;

3. Consider a methodology to assess the effectiveness of marketing;

4. To evaluate the effectiveness of marketing activities AO «Kcell» with the analysis,
evaluation of the role of marketing in the company, analyzing the effectiveness of
marketing decisions, consumer insight;

5. Develop recommendations to improve the effectiveness of marketing activity of
JSC «Kcell».

The object of research conducted in this paper is selected JSC «Kcell», one of the
leading mobile operators in Kazakhstan. For fifteen years, the company has established
itself on the market as a stable supplier of quality telecommunication services with a
high level of maintenance, which will increase the number of customers.

The practical significance of the work is the ability to use the results of research
carried out in the work and recommendations made to improve the effectiveness of

marketing service into practice in a real company.



In modern literature in detail highlighted the problem of improving the efficiency of
marketing at the company.

The scientific novelty of this work lies in the fact that in the literature is not affected
by the increase in efficiency of marketing activities in enterprises which industries are

telecommunications and information technology.



Chapter 2

BACKGROUND REVIEW

2.1 Kcell One Part of a Large Holding Company TeliaSonera

Mobile phone communication is carried out in Kazakhstan formats GSM, UMTS and
CDMA. In the format of GSM and UMTS operates one of the cellular operators JSC
"Kcell* (LLP «GSM Kazakhstan")."Kazakhtelecom" (49%), in collaboration with
"Fintur Holdings BV (Finland, Turkey, Sweden)" (51%) founded the company "GSM
Kazakhstan™ September 30, 1998.

Joint Stock Company "Kcell" is the successor of "GSM Kazakhstan OJSC"
Kazakhtelecom ". According to the decision of the General Meeting of the company
"GSM Kazakhstan OJSC "Kazakhtelecom" reorganized into a joint stock company by
converting the legal form of a limited liability company. Company Name - "GSM
Kazakhstan OJSC "Kazakhtelecom™- changed to Joint Stock Company"” Kcell ", August
27,2012

JSC "Kcell" is part of the largest Nordic telecommunications company
“TeliaSonera”. “TeliaSonera” has completed the first phase of the transaction to increase
its stake in the LLP «GSM Kazakhstan", offers mobile services under the brand “Kcell”.
As announced in 2012, “TeliaSonera” acquired a stake of 49% in JSC "Kazakhtelecom".
Following regulatory approval,” TeliaSonera” has acquired a stake of 49% in JSC

"Kazakhtelecom™ for USD 1,519 billion, in line with previous statements. After



completion of the first phase of the transaction, LLP «GSM Kazakhstan" belongs
“FinTur” Holdings which has share 51% and of TeliaSonera has the proportion of 49%.
“FinTur” Holdings BV, in turn, is owned by “TeliaSonera” (58.55% share) and Turkcell
(41, 45%). After the completion of both phases of the transaction effective participation
of “TeliaSonera” in “Kcell” will be 61.74%. 2

JSC "Kcell" is a mobile operator providing services in the standard GSM-900/1800
and UMTS / WCDMA (2100 MHz). One of the main missions of the company is
bringing the maximum value to its customers and providing the highest quality services
to make mobile communication available to all citizens of Kazakhstan.

At present, the company's subscriber base is 11.6 million. Under the brand name
“Kcell” February 6th 1999, the company started provides their cellular services even
though it was only founded in 1998, and in September the 9th 1999 was released to the
market cellular brand “Activ”’. Already in 2000 the company's share in the market of
Kazakhstan composes 70%. In 2001, the company decided to invest $ 30 million in
network development. Since its start, the JSC "Kcell" acts as a trend setter that sets the
tone and direction of trends in the cellular market of Kazakhstan. Thanks to the active
actions of the Company in the Kazakh mobile market in 2004 “Kcell” presented a high-
speed data transfer technology EDGE, and millions of subscribers have the opportunity
to use services such as Mobile Internet, WAP, and MMS across the country.

After the company introduced the technology exam, with “Kcell” did it first in
Kazakhstan, member opened up the possibility of using mobile Internet via cell phone

easy and comfortable. From the very beginning of its existence “Kcell” was always the



first in the discovery and introduction of new technologies in Kazakhstan. The company
has a good reputation in the market of mobile operators in Kazakhstan.

The company was selected as the primary provider of mobile services and 3G mobile
internet during the OSCE summit in December 2010, and the company has become the
only mobile operator in Kazakhstan, which has been selected to supply
telecommunications services during the VII Winter Asian Games on criteria such both
quality and reliability, as well as the best service provider of corporate communications.
“Kcell” began active development of the 3G network in November 2010 and is now a
network of third-generation mobile communications is available in 75 settlements of
Kazakhstan.!

For the past 13 years on the market, the company is constantly expanding the
coverage of the network signal.

As of June 2012 cellular communication provided by the Company is available in
4979 towns and cities in Kazakhstan. The company provides cellular services all towns
with a population of 5,000 people.

Over the years “Kcell” implementing the principles of social responsibility, and
building a role model of socially responsible business in Kazakhstan. Therefore, the
company initiates and supports many socially important projects. Annually supports
about 50 social programs and the total amount of investment in the social sector for all
the work the company has exceeded 2 billion tenge (National currency of Kazakhstan).

In addition to Kazakhstan, “TeliaSonera” together with its subsidiaries, serves 80.1
million customers in Sweden, Finland, Norway, Denmark, and the Baltic countries,

Turkey, Georgia, Azerbaijan, Russia, Moldova and other CIS countries.



In Azerbaijan, “TeliaSonera” owned mobile operator “Azercell”. In Georgia in 2007,
“TeliaSonera” owns 58.55% of the company “Geocell”, and “Turkcell” holds the
remaining 41.45%. In Lithuania, “TeliaSonera” owns 88.15% stake in mobile operator
“TEO LT”. “TeliaSonera” owns 74% of “FinTur” Holdings BV, which holds 99% of
shares of JSC «Moldcell» - one of the two leading mobile operators in Moldova.

“TeliaSonera” is also in Russia has its own fiber-optic network that runs from the
border with Finland to Moscow. The main point of joining “TeliaSonera” located in
Moscow, St. Petersburg, Tver and Kostamuksha. Basic services (providing subsidiary
CJSC "TeliaSonera” International Carrier Russia" with 100% of the parent company):

» Lease of international communication channels (up to 40 GBit/s ;)
+ IP connect,
« |IP transit,

*  Media Connect.

Also in Russia, “TeliaSonera” owns 25.17% of the cellular operator "MegaFon". In
Tajikistan, “TeliaSonera” owns an 80% [citation needed 962 days] mobile operator
CJSC "Indigo Tajikistan™ and CJSC JV "Somoncom" providing cellular services under
the brand name “TCell”. In Uzbekistan, “TeliaSonera” owns 94% of the cellular
operator “SP OOO Coscom”, which provides cellular services under the brand name

“Ucell”. “TelaSonera” is growing up by worldwide and become very big holding.

'Official web-sites of Kcell
%Information based by article in web-site www.profit.kz


http://www.profit/

2.1 EPSI Rating: Satisfaction of Mobile Phones in Kazakhstan

The survey results show EPSI Rating (independent project on the measurement of the
Pan-European Customer Satisfaction Index), customer satisfaction with the performance
of mobile operators in Kazakhstan in 2012, as the level of trust customers have not
changed compared to last year. In the study, data collection, to which was held in
September-October, about 1,250 subscribers in Kazakhstan appreciated the quality of
their mobile operator for the past 12 months. The survey was conducted via telephone
interviews by an independent Kazakh contact center under the supervision of EPSI and
in accordance with European standards EPSI Rating.*

Data were analyzed for major brands with the greatest share of the market and taking
into account the dynamics of the past. In the current year, to analyze separately allocated
GSM-third cellular operator in Kazakhstan - «Tele2 Kazakhstan." As a result, the rating
includes brands “Kcell”, “Activ”’, “Beeline”, “Tele2”, as well as a group of "Others".
The group "Other" responses were recipients of such operators, as “Dalacom” and
“Pathword”.

The conclusions are made about the dynamics within the error of measurement, since
the values of the indices have some variation. On average for the industry measurement
error was 2 points and not significantly different from brand to brand, which indicates a
uniform perception of the mobile operators in Kazakhstan in 2012.

Customer satisfaction in the industry has not changed. The people of Kazakhstan
have ceased to see significant differences in the quality of the work of leading mobile

operators. “Kcell” and “Activ” retained leadership in quality of service.



The average satisfaction index of consumer mobile operators in Kazakhstan over the
past year was 77.2 points, or 0.5% lower than in 2011. Subscribers in the current year
are equally appreciated the quality of work of all three leading brands: “Kcell”, “Activ”
and “Beeline”. The indices of consumer satisfaction differ by no more than 1 point. So,
the users on the basis of measurements “Kcell” this year rated their satisfaction score of
77.9 (a slight decline, but with the error code has not changed), consumers “Activ” -
77.8 points (slight decline), consumers “Beeline” - 77.1 points (a slight increase, but
given the uncertainty study authors also note that the index has not changed). As a result,
the study authors concluded that none of the cellular operator in Kazakhstan is no longer
a strategic advantage may give for the further retention of subscribers; consumers alike
consider proposals from leading brands and often look for an alternative or use the
services at the same time from different operators.

Table 2.1. Data of Index of Satisfaction and Changing in One Year

Brand Index of Satisfaction Changing by 2011 year , %*
(EPSI)

Kcell 77.9 -15

Activ 778 -3,5

Beeline 771 +2,0

Tele2 744

Qthers 732 0.7

Over the past year, the Kazakh mobile consumers do not notice any programs,
activities and operations of mobile operators, which could materially affect their
satisfaction. The index of consumer satisfaction of the new telecom operator “Tele2”,
which was separately included in the EPSI Rating this year, below the industry average

and amounted to 74.4 points.
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Customer satisfaction is of the "Other" was unchanged at 73.2 points, which is 0.7%
lower than the index of the previous year. High satisfaction determines the loyalty of
consumers. Switching barriers is almost gone.

This year, the steady downward trend switching barriers for consumers remains
dominant. In an industry desire to retain the services of cellular communication
determines virtually only how consumers are satisfied with their operator. If satisfaction
is falling, it is having a serious impact on customer loyalty, and ultimately, on the future
financial performance and health of the company and vice versa. On this basis, in 2012,
the study authors observed that the absence of changes in consumer satisfaction affected
by the absence of changes in customer loyalty. The median loyalty industry remained
virtually unchanged (down 0.9%, which is within the measurement error), and remained

at the level of 77.9 points.

YEPSI-rating’s research about customer’s satisfaction level of mobile services in Kazakhstan
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EPSI Rating 2012
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Graph 2.1. The Index of Customer Satisfaction and Loyalty Provider.

The slight decline in customer loyalty has been fixed at the brand “Kcell” and
“Activ”. “Beeline” and loyalty index of "Other" has not changed. Index of loyalty to the
brand “Tele2” is below the average level and is 75.1 points.

"The task of the mobile operators in Kazakhstan at the moment is to listen to its
customers, to allocate their priorities and use them to increase the index of satisfaction of
their customers. If a company is able to achieve the level of satisfaction is higher than its
competitors, it will increase customer loyalty and financial performance in the future.
Consumers expect their action operators in improving the quality of products and
services ", - commented on the results Kosobokov Alexander, CEO of EPSI in Russia
and the CIS.

Reputation of cellular companies has changed for the better. Expectations are

gradually declining. Consumers are waiting.

12



The analysis of relationships consumers experience with the mobile operator are five
aspects of satisfaction - the image, the quality of the product, consumers' expectations of
the company, quality of service and price / performance ratio (value for money). In-
depth analysis of data in 2012 the industry average shows that consumers do not feel any
significant change in quality between operators over the past year. Consumers have
noted a slight increase in power of mobile operators in the market. The index returned to

the position in 2010 after a slight decline in the previous year.
2.3 Theoretical Basis of the Effectiveness of Marketing Activities

Marketing philosophy is quite simple: the manufacturer must produce such products,
which are provided in advance sales, and company getting the desired level of
profitability and the mass of profit. Here specialties role for the consumer.

The marketing activities of the company aims to be reasonably based on market
needs, establish specific current and mostly long-term (strategic) goals and ways to
achieve them, and the real sources of resources, economic activities, identify the range
and quality of products, its priorities, the optimal structure of production and desired
profit. In other words, the manufacturer is designed to produce a product that will sell,
will make a profit. And it needs to study the social and individual needs, market
demands as a necessary precondition for production. Therefore, all the deeper the
understanding that the production does not begin with the exchange, it starts from
consumption. This concept is embodied in marketing (Porter,1988).

It is a comprehensive study of demand, needs and their integration in order to more
properly oriented production and constitute the primary purpose of marketing activities

in the management of the production process.
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The study of the demand - it is simply not enough demand for accurate
identification of specific products and services that meet the specific needs, but also the
formation of this demand, anticipating the direction in which it will change under the
influence of scientific and technological progress, increased purchasing power
requirements for quality and reliability products, etc (Kotler & Keller, 2009).

Marketing activity - an activity primarily focused on the future. There are interests of
consumers and of producers. There are specific techniques uses in firms in the
implementation of current and future marketing activities.

The whole process of management can be divided into several components, or steps,
interconnected, the design of which ensures the efficiency of the overall process.

The analysis is the first step in any management activities. Within its framework is
collecting the information, its processing, classification, classification, storage, and
analysis for management purposes. The problem is divided into many separate parts,
on the identification of possible interdependencies and relationships between them, is
recognized by the entire set of causes and effects are determined by patterns of
occurrence and the existence of the system. The analytical performance of any manager
should seek to flesh out the challenges facing it by treating the largest possible number
of related information (Kotler & Keller, 2009).

Implementation of the analysis function requires training, so it is inappropriate to
perform personal manager. Also in analytical work is necessary to pay special attention
to the contradictions and ways of solving them; trends, the most effective ways to
preserve the unity and development of the organization, opposition to internal and

external influences, and priorities among the factors of influence, etc.
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The most widely used methods of analysis - a method of interrogation (focused on
obtaining information from the direct participants studied processes and phenomenon),
the method of observation (implying a sufficiently extended data collection, carried out
simultaneously with the development of the investigated phenomenon) and the method
of the experiment (based on checking the viability of the investigated phenomenon)
(Kotler & Keller, 2009).

Information obtained as a result of processing by analysts, is the basis for the
development of management forecasts. Prediction itself is focused on the prediction of
the future and the development of science-based predictions that are, in turn, alternatives
for management decision (Kotler & Keller, 2009).

Management prediction is based on several principles. It is necessary to develop
under every possible problem a version of the forecast, we need continuous updating
forecasts as new and existing information processing, all the predictions have been
confirmed true path; also necessary to ensure that the economic effect of the use of
forecasts exceed the cost of its development and consistent use different types of
weather while developing a realistic forecast models. There are five basic principles of
forecasting, respectively: variation, continuity, verification, cost-effectiveness,
consistency.

Development forecasts involve six steps:

1) Development of goals and objectives of the prediction, the choice of
methods and means of implementation, identification of ways;
2) Construction of basic and alternative models of the projected object;

3) Data-looking background;

15



4) Building a dynamic series of indicators to monitor progress towards the
intended object model;

5) Evaluation of the reliability and accuracy of the forecasts;

6) Development of practical recommendations.

The content of planning as a management function is to determine the main directions
of reasonable proportions and development activities with regard to external and internal
factors. The essence of planning is manifested in a more focused development of the
whole company and each department in particular for a set period of time, the definition
of objectives, means to achieve them, the timing and sequence of implementation,
identification of material, human and financial resources necessary for the task (Kotler
& Keller, 2009).

The level and quality of planning are defined by the following essential conditions:
the firm's competence at all levels of government; qualified professionals working in
functional areas, the presence of the knowledge base and support of computer
technology. In the exercise of this function is assumed:

e based selection purposes;

e definition of politics;

e the development of measures and activities (course of action);
e methods to achieve the objectives;

e Provide a basis for subsequent long-term solutions.

All of these actions come to an end before the implementation of the plan and are,
thus, representing the initial phase of management; though it is not the only act but a

process that continues until the completion of the planned complex operations. They aim
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to optimize the potential of the company, including the best use of all resources and the
prevention of erroneous action that could reduce the effectiveness of the company.

Planning involves identifying:

e  Final and intermediate objectives;

e  Problems whose solution is required for the purposes of solutions;

e  Ways and means to address them;

e  Required resources and their sources and distribution process.

e Depending on the direction and nature of the problems to be solved are
three types of planning:

e  Strategic or perspective;

e  Medium;

e  Tactical or the current (budget).

Strategic planning is mainly in the allocation of the main goals of the company and is
focused on the definition of planned outcomes within the means and ways to achieve
these goals and provide the necessary resources. At the same time as new features are
developed firm, for example, the expansion of production capacity by building new
plants or the purchase of equipment, changes in the profile of the enterprise or a radical
change in technology. The strategic plan covers a period of 10-15 years old, has long-
term consequences, affects the functioning of the entire management system and is
based on the huge resources (Kotler & Keller, 2009).

Current planning is to identify the milestones on the way to achieve the strategic
goals and objectives. At that elaborates the means and ways of doing things, the use of

resources, and the introduction of new technology. Thus current plans to supplement
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develop correct perspective directions of development taking into account the specific

situation.
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Chapter 3

LITERATURE REVIEW

3.1 The Effectiveness of Marketing Activities

“Grandiose inventions made in the laboratory, great products are created in the
marketing department”. (William H. Davidou)

Under the marketing refers to a system in-house management, which aims to study
and consideration of demand and market demands for a more reasonable orientation of
production activities of enterprises on production of competitive products in
predetermined amounts and meet certain technical and economic characteristics
(Doroshev, 2000).

The customer places its own demands to the product, its technical and economic
characteristics, quantity, terms of delivery (primarily machinery and equipment), and
thus a prerequisite for market allocation between the manufacturers (Kotler, 2010).
There is enhancing of importance of competition, and the struggle for the consumer.
This forces manufacturers to carefully and thoroughly study the specific needs of
potential customers and the market, which places high demands on the quality and
competitiveness of products (Naumann, 2003).

An important feature of marketing as a management activity consists in the fact that it
involves making decisions on the basis of multivariate economic calculations using

computer technology and is focused on creating organizational, economic and legal
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conditions for the effective operation and development of the company as a whole. So
are essential to develop and make informed decisions on specific marketing activities
(Doroshev, 2000).

Marketing includes the implementation of marketing policy, involving the definition
channels and marketing techniques for each specific type of product and the specific
market; calculus of possible costs for the marketing, advertising costs, transportation and
delivery of goods (Hunt, 1977).

The term “effectiveness™ may be considered in two aspects:

1. Efficiency, in other words returns, profitability (efficiency), as the final feature of
an activity as a whole, the performance of its individual functions. This feature includes
the effect of determining the extent to which a particular purpose, referred to the cost of
achieving them. Solution is more efficient in the larger the objectives and downward
cost of implementation (Kotler, 2000).

2. Effectiveness as a characteristic of the effectiveness, efficiency (effectiveness) of
an activity without reference to the results obtained with the resources invested. In this
case, it describes the first choice of the right targets for action, without which from the
standpoint of the first treatment can be provided to achieve high efficiency of the wrong
targets. In this case, under the influence of effectiveness of actions taken to realize the
extent to which the results of their tasks to achieve a particular goal or set of goals
(expected results) (Kotler, 2000).

Most modern authors examine the effectiveness of marketing as a ratio of output
indicators of marketing activities (sales, profits, market share) to the cost of marketing

(Gerchikova, 2000). These endpoints also characterize the performance of the
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organization as a whole, to identify where the share of marketing enough) difficult. In
addition, it is necessary to evaluate the effectiveness of marketing strategy for the period
of time rather than on the results of ongoing activities, the good results of which can be
attributed to favorable circumstances, and not the result of effective marketing services
(Dihtl & Hershgen, 1995).

A more detailed approach to assessing the effectiveness of individual components of
marketing activities should be viewed in the context of individual marketing functions.
In most cases it is easier to do than to evaluate the efficacy of marketing in general.
Obijectives of this assessment are summarized below (Malkov, 2007).

1. The effectiveness of pre-planning analysis:

e Market research;
e Segmentation, positioning and selection of target markets.

Evaluation of these functions and presented below for the ultimate effectiveness of
marketing through specific quantitative calculations are unlikely to be possible. This is
due primarily to the fact that in addition to the final performance of the functions
affected by many other factors. As a result, a qualitative assessment of the effectiveness
of the marketing of these functions can be performed in an audit of marketing (Malkov,
2007).

2. The effectiveness of planning:

Evaluating the effectiveness of the development of all types of marketing plans
(strategic, ongoing, in the context of individual markets, products) can be qualitatively

the behavior of the audit carried out by marketing.

21



Determination of the effectiveness of product produced and policies concerning new
products and their environment (product brand, service level, packaging, etc.). In the
implementation of the strategic monitoring the effectiveness of the individual products
are used indicators such as profit, revenue, market share. Although, of course, for these
figures also affects the effectiveness and performance of other marketing functions.
Evaluating the effectiveness of the product brand is based on the determination of its
effect on the increase in value of intangible assets.

Measuring of the effectiveness of pricing policy. In the implementation of strategic
control is used a qualitative assessment (Malkov, 2007).

Evaluating the effectiveness of channels of goods are usually carried out by
determining the amount of profit (income) that results in a given channel, taking into
account the cost of building the canal and its functioning.

Rate separate methods of promotion, by the end results, sales growth is extremely
difficult. Therefore there is often used specific (relative) assessment, when the cost of
the implementation of a method of promotion is one of the contacts (calls, visits, letters,
responses, etc.) consumers (Malkov, 2007). Thus, the most effective method of
promotion (per one contact) is advertising through the media (though in absolute terms -
is the most expensive method of promotion), and the most ineffective - a personal visit
marketer. Evaluating the effectiveness of methods of promotion includes an assessment

of the effectiveness of:
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e advertising;

e promote sales;

e personal (individual) sales;

e Public Affairs.
3. The effectiveness of the marketing organization (Malkov, 2007):

e the effectiveness of the organizational structure of marketing
management;

e the efficient allocation of tasks, responsibilities and rights in the service
of marketing;

o the effectiveness of marketing interaction with other parts of the
organization.

4. The effectiveness of the motivation of managers and employees of the marketing
and sales staff.

Most simply make an assessment of the effectiveness of personnel directly engaged
in sales, if there is data on the outcomes of their work and paired with her expenses.
However, the problems of accounting impact on the effectiveness of other factors remain
(Malkov, 2007).

5. The effectiveness of monitoring the implementation of the above individual
marketing functions. Such an assessment can only be done by an expert way in choosing
specific types of systems of controlling marketing and auditing of marketing.

One of the objectives of the evaluation is to assess the effectiveness of the

functioning of Service Marketing (SM) (Malkov, 2007).
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Table 3.1. Indicators of the Effectiveness of Marketing Activities

Index.

A method for determining the

effectiveness of...

The effectiveness of pre-

planning analysis

marketing research;
segmentation, positioning and selection

of target markets

Effective planning

evaluation of the development of all
types of marketing plans (strategic,
ongoing, in the context of individual

markets, products)

The effectiveness of the

marketing organization

the effectiveness of the organizational
structure of marketing management;

the efficient allocation of tasks,
responsibilities and rights in the service of
marketing;

Effectiveness of the interaction of
marketing with other parts of the

organization.

The effectiveness of the
motivation of managers and
employees of the marketing and

sales staff

assessment of the effectiveness of the

personnel engaged in sales

The effectiveness of

marketing audit
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monitoring the implementation
of the above individual

marketing functions

Table 3.1.(cont.) Indicators of the Effectiveness of Marketing Activities

In practice, the assessment of the effectiveness of the marketing activities of the
enterprise be to ensure that the calculated and applied already proven postulates (Lee,
2006).

First, it is disconnected from the reality of developed techniques. Trying to compile
in a single figure all that should be engaged in the marketing department, will for
resulting in overly abstract methodology (Turusina, 2006).

Second, the complexity of the methodological developments in practice: we need
human resources, time and money. The costs of all necessary studies to evaluate
marketing activities are often comparable to the size of the marketing budget (Turusina,
2006).

Third, many of the methodologies operate on information that is not required in the
daily professional activities. Then the estimate becomes an end in itself, for which
conduct the study does not make sense (Turusina, 2006).

The role of marketing and its contribution to achieving the ultimate goal of any
business firms to increase profits is limited (Kotler, Armstrong, Sonders, and Wong,
2001). Traditionally, marketing - is a subsystem of a commercial service, and its goal -
to sell a product in a given volume at a given price in a certain geographical region in
the allotted time (Hershgen, 2000). Three parameter estimates that can adequately reflect

the effectiveness of marketing activities are:

25



o Market share;
o Reputation and brand image;
o Customer loyalty.

The analysis of these parameters, a comparison of their actual and planned values can
show how marketing service coped with the task, in which area to find the cause of
failures, where there is a reserve for growth. The obtained data are key to making the
strategy for further development (Kotler, Armstrong, Sonders, and Wong, 2001).

The market share of the company (its product, service, brand) - the ratio of the
volume of products sold by this company to the total volume of sales in the market. That
market share is characterized by the success of her behavior, and changes in the share
shows the effectiveness of marketing activities (Kuo, Wu, Deng, 2009). The increase in
market share - is the sphere of responsibility of the marketing department. The growth of
the market share of the enterprise — is more capacious figure than the absolute values of
profit or revenue (Parasuraman, 1988).

Market share can be called a generic parameter estimation marketing activities, but to
set goals for its amendment is necessary, taking into account many parameters, including
macroeconomic and (Kuo, Wu, Deng, 2009). How to measure the market share? This
information should be on the table of each director of marketing, but imagine that it all
starts with a clean slate. Gathering information on the distribution of market shares in
the domestic economy is more dependent on the type of market. Consumer markets are
saturated with information, they are a lot of secondary information that is easy to find on
the Internet and specialized press. Large manufacturers publish their own reports on

market research, so the general idea of the market is based on study work (Kuo, Wu,
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Deng, 2009). For current and accurate information necessary to monitor retail outlets
and retail audit to determine how brands are on the shelves. In this matter, cannot do
without the help of research agencies. When it comes to industrial markets, research
methodology is much more time-consuming. Open sources do not find reliable
information on the business activities of industrial enterprises (e.g. Rust and Zahorik,
1993). For this it is necessary to conduct competitive analysis, during which examines
the production and marketing activities of the major market participants.

The level of fame, and ultimately brand image reflects the contribution of marketing
communication activities of the company (Anderson and Fornell, 1994). If the market
share - this is money that the company already has at the moment, the fame (reputation,
image) — it is that provides the current and causes its share of positive change in the
future. Brand in contrast to the market share of an abstract concept, it cannot "feel" it is
difficult to properly assess and certainly translate into monetary units. If it does not
assess, control is a trademark, in particular control the level of its popularity, it will be
ignored, which is actually an abandonment of the strategic vision of marketing. That is
why the brand recognition is proposed to take over one of the key parameters for
evaluation of marketing activities (Zhaparova, 2004).

For its entire "intangible™ brand recognition is closely related to the performance for
commercial activities of the company: revenue, turnover, market share. For the specialist
is not difficult to deduce the dependence of revenues on the level of fame or notoriety of
its product. This relationship can be built on the basis of a consumer survey about which
brands they are aware of some goods and commodities which brand they use all the

time. This dependence will determine how much should be increased brand awareness
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(as a percentage of the target audience) to revenue increased to a predetermined level
(Zhaparova, 2004).

Customer loyalty can be interpreted as the degree of insensitivity of the goods to the
actions of competitors, followed by an emotional commitment to the product. The
indicator shows the quality of the work of the marketing department with clients and
determines the level of development and the organization of the marketing department
(Serkan Aydin, Gokhan Ozer, and Omer Arasil, 2005). Meet the challenges of
increasing market share and popularity of the company can be extensive way: put more
money into advertising, marketing professionals to expand staff, develop new products,
customer segments and geographic markets. Another way - intense, when on one
product and the consumer segment increased revenue through better building
performance. Customer loyalty - is the parameter estimates are not only the effectiveness
of marketing activities, but also the quality of the marketing department (Aydin, Ozer,
and Avrasil, 2005).

Porter (1998) argued that during the year, the average company loses 10% of its
customers. In practice, there are cases when the loss ratio customers can reach 60-70%.
This means that every year the company lost more than half of accumulated customer
base. Faced with the problem of insufficient demand, the company has to invest in
advertising all the big money spending programs to stimulate demand, use more
resources the client department. The reason -is the poor quality of customer service.
Customer loyalty can be defined through the retention ratio - the ratio of the number of
regular customers to the amount of current. It was calculated that an increase customer

retention ratio of 5% may increase the gain of 15-25%.

28



According to Jackson (1985) to evaluate the performance of the marketing
department, you can use a system of three indicators that have already been mentioned:
the market share, the level of brand awareness and customer loyalty (retention rates).
The obtained data allow us to describe the current (market share), and the strategic work
of marketing (brand awareness), to assess the quality of the organization of work

(customer loyalty).
3.2 Customer Satisfaction and loyalty

3.2.1 Loyalty Completely Satisfied Customers

A satisfied customer is likely to return or will become a regular customer. Not only
did he come back himself, but he is invaluable in business, creating a positive reputation,
giving advice to relatives, friends and acquaintances (Johnson and Fornell, 1991).

Loyalty - customer loyalty is a certain supplier of goods or services, the specific
brand. The circle of loyal customers — is a true capital of the company, which cannot
accumulate at once, but only because of a long and careful work (Cronin and Taylor,
1992).

Frederick Reichheld (1996) there is material on the market research conducted by
various companies for establishing the degree of customer satisfaction. The most
interesting was the part of the article, which explained why the high indicators of
customer satisfaction, the company continued to lose market positions.

Loyalty (loyalty) - under the loyalty we mean this figuratively a positive attitude of
consumers in respect of all that concerns the activities of organizations, products and
services produced, sold or rendered to the organization, to the staff of the company, the

organization's image, brand name, logo and etc. (Reichheld, 1996)
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It is the presence of loyalty, that is, the favorable attitude of consumers to the
company, product, and is the basis for stable sales. And this in turn is a strategic
indicator of the success of the company (Reichheld, 1996).

Speaking of loyalty can also be assumed that can be called loyal consumers who for a
long time (compared with term functioning of the goods) remain with the company and
thus make repeat purchases (Pine, Peppers, and Rogers, 1995).

One of the foundations of loyalty is a positive experience that got the consumer in the
purchase or consumption of this product or services. For example, if you are completely
satisfied with the quality of shampoo "Pantene”, when all the other fixed factors in the
subsequent time you make your consumer choices with a high degree of probability is in
favor of the brand. In turn, the choice of detergent, knowing that Procter & Gamble
makes a good shampoo, your positive attitude and can be transferred to the cleaners of
this company (Lee, 2006).

Next, we look at how to influence loyalty (i.e., the number of regular users among the
total number of customers) profit organization. Regular customers are mainly those who
make repeat purchases of the same brand. Many experts consider this factor (making
repeat purchases) as a key in the development of the company. Generally, the longer the
user communicates with the company, the more valuable it is for her financially (Pine,
Peppers, and Rogers, 1995). Such consumers can be figuratively is called long-term
customers. They buy more, less, require attention in terms of service time and Serviced
staff are less sensitive to price changes and help to attract new customers. What is most
remarkable about them is the lack of so-called start-up costs at winning their

loyalty. Long consumers are so valuable that in some areas the increase of long-term
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business consumers only 5% of the overall structure of customer’s increases profits by
100% (Lee, 2006).

It is clear that loyalty is based on a sense of satisfaction. Therefore, an important
issue is how to measure the degree of customer satisfaction and product or service

according to what is loyalty (Jones, and Sasser, 1995).

e,

1 2 3 4 5
Graph 3.1. The Ratio of Customer Satisfaction

1 - Totally dissatisfied

2 - Dissatisfied

3 - Neutral

4 - Satisfied

5 - Completely satisfied
To illustrate this process, we give an example, Joseph Pine, Don Peppers, and Martha

Rogers (1995), which tells the story of what position is held by managers.
e -First, managers are convinced that it is very difficult to fully satisfy

consumers, and if the level of satisfaction of not less than 4 one can speak about
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the fact that the company has a strong enough relationship with their consumers
are. After all, we live in the real world, where products and services cannot be
perfect, but it is difficult to satisfy all customers.

e Second, investments in order to make a satisfied customer are not
completely satisfied with the wisest use of resources. In some cases, do not even
try to do it (the last 4 division of the company).

e Finally, the managers believe that those units that consumers are satisfied
(on our scale 3.5 - 4.5) we need to focus their efforts on those consumers who are
not satisfied. Once found to be the causes of dissatisfaction, the wise use of
resources will be a strong focus on meeting these particular categories of
consumers.

After intensive research conducted by the authors of the degree of customer
satisfaction and loyalty, you can drop the claim that these beliefs are deeply flawed
(Pine, Peppers, and Rogers, 1995). Managers either ignore or do not give due
importance to the following aspects of this relationship:

- With the exception of some rare cases, completely satisfied customers are
the key foundation to build loyalty and achieve long-term financial success.
Managers simply misunderstood the difference between satisfied customers and
completely satisfied customers. This is especially noticeable for companies
operating in highly competitive industries (Jones, and Sasser, 1995).

- Even in markets with low competition complete customer satisfaction

may be the only way to achieve customer loyalty. Critical is the organization's
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ability to allocate its target customer segment and provide products and services
that fully meet their needs (Jones, and Sasser, 1995).

- Quality of products or services is very often not the main reason for the
low degree of customer satisfaction (Jones, and Sasser, 1995). Most often,
organizations do not attract those consumers or are not able to return the
consumer, after he acquired a negative experience from communication with the
company (Reichheld, 1995). Therefore, we can talk about two types of
customers: the "right" or “target”, i.c. those whose needs are the company
should be able to meet with a positive financial result for him and "wrong", that
is, those needs which the company cannot meet with a profit for them. The
appearance of the structure of consumer misconceptions consumers - the result
of poorly organized process to attract new and retain existing customers. (Jones,
and Sasser, 1995). The conclusion is as follows, respectively: quickly identify
the "wrong" customers and do not spend them human and financial resources of

the organization (Lee, 2006).

A different degree of satisfaction due to different causes and requires different

methods of improvement (Pine, Peppers, and Rogers, 1995). There are 4 main

components of the impact on the customer satisfaction (Reichheld, 1995).

The main features of the product or service that consumers expect from all of
your competitors;
The main product and service system to support it;

The ability of the company to compensate the damage;
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- The organization's ability to meet the personalized needs of consumers (or
differentiated product).

Although the results of the studies of consumer satisfaction are important indicators
that rely mainly on them can be fatal for the organization. This kind of study can provide
useful information sea, but it is not sufficient to determine the organization's strategy or
process innovation of new products. Therefore, companies should also use other
methods on how to determine the needs of the present, prospective and former
customers (Jones, and Suh, 2000).

Tomas Jones and Earl Sasser conclude that every manager has to know how to listen
to consumers. At the heart of any successful management strategy addressing the needs
of doubt is the ability to listen to customers. Below are the five main approaches to the
process of hearing the needs of customers:

- The index of consumer satisfaction. Consumer Satisfaction Survey
provides managers with an understanding of the situation, what is the attitude of
the consumer to the company in general and the specific product in particular.
Since this is a quantitative indicator lets you compare readings for different
periods of time, between different departments and territories.

- Contact us. Comments consumer complaints and questions. The company
cannot solve the problem if she does not know what exactly they are expressed.
A thorough analysis of the feedback is very important to us (Jones, and Sasser,
1995).

- Research the market. Despite the fact that companies have traditionally

invested enough in this area, they are often overlooked aspect of 2 hearings
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consumers. It is important to not only listen to those who have just become your
customer, but also those who go away from you. The main questions: What are
the main reasons prompted you to what you have decided to try to buy our
products? And what is most influenced the decision to stop buying the products
of our company? The interview process should be carried out by experienced
personnel (Jones, and Sasser, 1995).

- Staff working with consumers. (Frontline personnel) Employees, who are
directly in contact with consumers, can be very useful as a consumer audience.
But to do that they need to be properly prepared, i.e. know how to do it and how
to store and transmit information down the information channels of the company
(Jones, and Sasser, 1995).

- Strategic action. Involving consumers in many aspects of their business.
In particular, the developments of software companies attract future consumers
already at the stage of product development (Jones, and Sasser, 1995).

The relationship between satisfaction and loyalty is also very important. Thomas
Jones and Earl Sasser writes that managers of Xerox, which conducted a detailed study
of customer satisfaction, made a major contribution to the study, the results of which are
shown above. Xerox, as the authors shared common views on the following points.

High quality products and related services that are based on the needs of consumers,
will contribute to a higher level of customer satisfaction. The high level of satisfaction
will increase the level of customer loyalty. Loyalty, as noted above, is a key determinant

of long-term financial success of the organization (Reichheld, 1995).
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Although these assumptions seem obvious, the results were unexpected Xerox: Fully
satisfied customers were six times more willing to re-purchase than just satisfied. The
conclusion was too simple: just have satisfied customers are a choice, that is, when the
user just satisfied - this is not enough for it to become loyal. It turns out that the really
loyal consumers can only be called completely satisfied consumers (Jones and Sasser,
1995).

Information on consumer satisfaction is an excellent indicator of how well or badly
the company meets the needs of its customers. It can also show what needs to be
improved to ensure that the majority of customers are completely satisfied. Therefore
strategically important to properly understand what consumers say different (Pine,
Perppers, and Rogers, 1995).

The first steps are to control the level of customer satisfaction and retention a priority
and make sure that this process is unbiased, consistent and wide-ranging. Very important
indicator of the degree of subjectivity, as always within companies, there are forces
trying to influence the outcome. The sequence cannot receive anecdotal evidence, and
build a long-term situation and trends. Allows compare the effectiveness of large-scale
use of the limited resources of the company in a given region, division or product
(Aydin, Ozer, and Arasil, 2005).

The next step would be to create a curve on the basis of information received from
individual customers and to understand what factors influence the slope of the curve.

And the third step is to determine the most appropriate strategy to increase customer
satisfaction. The following are general recommendations on identifying strategic actions

(Pine, Peppers, and Rogers, 1995).
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Table 3.2. General Recommendations on Identifying Strategic Actions

Most of the Strategic action
answers
2-3 Providing for the basic (core) components of the
1
(Dissatisfied|product, i.e. what is expected of each competitor in the
situation
) industry.
Ensuring the appropriate level of related services,
2 34
the development of an active policy of compensation
situation (Neutral)
for damage in case of problems.
3 4-5 Understanding and meeting the specific needs of the
situation (Satisfied) client meaningful to him personally.

All three of the above situation may in fact act as successive stages of winning and
retaining customer loyalty. This three-step process has a number of important
observations. First, to increase customer loyalty of a number of different products with
the ability to meet the needs of a variety of actions are required. Secondly, it is important
to perform the steps in the same sequence in which they appear above (Pine, Peppers,
and Rogers, 1995).

Summarizing the above, we can say that in the long run survive and thrive that
companies which constantly and consistently pay attention to this relationship between
loyalty and the level of customer satisfaction (Lee, 2006).

Horst Schulze, President and Chairman of the Board of Directors of the hotel chain

Ritz (Ritz-Carlton Hotel Company) (Company conqueror of the National Award for
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Quality Malcolm Baldrige) on this occasion said: "As long as your customers are not
100% satisfied, and not just met, but just in awe of what you are doing for them, you
have to strive for. And if you have reached the 100% satisfaction of consumers, make
sure you pay close attention to possible changes of 100% to quickly change together
with them" (Lee, 2006).

3.2.2 Perception - One of the Main

Perception - the first line, which takes place in the minds of consumers the information
from the outside world. But in the end it turns out to be even deeper - in the field of
consciousness.

According to Steve Hoisington and Earl Naumann (2003): acting systematically and
carefully, to some extent, the company may affect how the client will accept the service
rendered to him, but when it comes to the final evaluation of effort, the company can not
affect the client's feelings. Look at the figure 3.1:

Perception Internal evaluation
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Figure 3.1. Influence for Satisfaction
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The figure 3.1 shows the five most important service properties that influence the
perception of its quality:

e Accuracy and responsibility - the ability of a service provider
accurately and reliably deliver on our promises.

e Tenderness - willingness to meet the client's wishes and do them fast and
quick. Qualitative information to the client about what is going on.

e Honesty and trustworthiness - honesty of the staff and its ability to
comply with the trust.

e Empathy - care and personal attention to the client.

e Physical attributes - equipment, the appearance of the office, staff and
other visible attributes of the services.

Apart is the price of the service. It is also an important characteristic of services that
affect the perception of its quality (Hoisington, and Naumann, 2003).

Furthermore, the perception of the quality of the final impact on the degree of
satisfaction, but here it interferes with personal factors - the mood of the client, his
objectivity or bias (for assessment of goods or services that have a strong, well-known
brand, the bias is particularly significant), and various situational factors.

"Good customer - satisfied customer™ (Steve Hoisington)

During the full cycle of the service - from the moment a customer awareness of the
existence of such an enterprise to form their final evaluation of the service received -
there are a few key moments, during which occurs particularly intense form an opinion

about the client company and its services. For example, such an important point is the

39



first personal contact with the client's representative. This - "moments of truth” that must
be worked on the staff is excellent, because it affects the ultimate satisfaction and
customer loyalty (Ferraro, 2008).
1. Contacts of the first kind - mediated, impersonal contacts, when the client
is faced with traces of the enterprise, for example, with its advertising in the press.
2. Contact the second kind - mediated, but personal customer contacts with
the staff, for example, in a telephone conversation or e-mails.
3. Encounters of the third kind - direct and personal contact with the
customer's plant personnel.

In marketing services have 3 kinds of contacts. Developing marketing for businesses
in the service sector, we must highlight and pay more attention to optimizing these
contacts and in particular the contacts of the third kind, though all types of contacts
affect the situation (Ferraro, 2008).

3.2.3 The Systematic Approach to Ensure Loyalty of Customer

The initial impulse for the formation of loyal or disloyal attitude to the company — is
an idea of how effective its work. On the basis of this representation has been emerging
consensus on the enterprise customer. If it is favorable, the consumer begins to behave
in relation to the company's loyal. This has a positive effect on its financial performance.
Thire is the four-phase model of customer loyalty from Hoisington, and Naumann
(2003).

e Phase 1. Business performance of the company

Consumers evaluate the performance of the company in the following ways:
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» Product quality: the main characteristic of the material and the
company's products and services it provides.

» Quality of service: all aspects of services that accompany the
main product offered by the company (sales organization, delivery and
payment of goods and services, customer service).

» The quality of relationships between customers and suppliers: the
quality of communication, diligence and responsiveness to the demands
and wishes of the partner. This aspect of quality is very important in the
relationship between companies (B2B scheme).

» Image: innovation, market leadership, corporate citizenship.
Buyers can focus on the image of the manufacturer, when a loss to
choose a product or service on their characteristics.

» Opinion on prices: Those of equity prices depend on the price of
the product, the cost of its maintenance and use, the cost of upgrading.
The relative importance of product price varies greatly in different
industries, but, as a rule, increases in times of economic downturn.

Phase 2. The general opinion of the consumer

Based on evaluations of the effectiveness of the consumers develops a general idea

about it. It consists of many components, but it is easy to identify six main, closely

related to the main financial indicators of any enterprise. This overall satisfaction,

willingness to recommend the company to friends, the intention of re-purchase its

products or services, a commitment to her, feeling that she had acquired in line with

expectations and is worth its price. The presence of these components — is a sign that the
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consumer is loyal to the company. Therefore, they are included in this model of
customer loyalty.
e Phase 3. Loyal consumer behavior

Loyalty - behavioral category, so if you study it is necessary to estimate the level of
consumer behavior. One of the main characteristics, measurable, - “coefficient of
apostasy” (defection rate), that is, the percentage of customers who have refused to
purchase goods and services for the year.

It is also important dynamics of the company's income, their rise and fall. The
consumer cannot refuse services companies, but significantly reduce the volume of
purchases.

In assessing the behavior of consumers (whether it is loyal) should be considered as a
number of situational factors. One of the most obvious among them — is the procurement
schedule. If the purchase occurs continuously, customer loyalty to the company is clear.
But if they are produced every few years, the issue of loyalty is still open.

e Phase 4. Financial Results

The financial results of the enterprise, taking care of the customer loyalty, influence
the expansion of its market share, reducing the cost of attracting new customers, the
attitude of its staff to the customers, the growth of its income and the value of its shares.

The company's share in the market. Organizations with higher levels of customer
loyalty, as a rule, are owned and larger share of the market. This increases the
effectiveness of their marketing spend and promotion of its products.

Reduce costs. Attracting new customers is typically much more expensive than

maintaining existing ones. According to the IBM-Rochester, the acquisition of a new
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customer is required to spend five times more than retaining an existing one, and 12
times more - to return to the client, previously renounced its services to the high costs
typically required to support it, as it still learning to use a new product or service.

The increase in market share leads to a reduction of costs per unit of output, since, for
example, its marketing costs are distributed among a large number of products sold.

The ratio of staff to customers. There is a direct relationship between the ratio of
employees to customers, and the behavior of the latter. The closer employees of the
company to customers, the more loyalty they show.

Profit. Influence of the company's market share in the value of its profits shown in
numerous studies. As soon as the company is gaining market leadership, profitability of
its operation, as a rule, increases. The same effect is improving the cost structure of the
company in connection with an increase in its market share. Buyers are willing to pay
more for well-known products that bear the imprint of a positive image of the
manufacturer.

The cost of the shares. Actual or expected earnings of the company — is the main
factor determining the value of its shares. By income affects a lot, and last but not least -
the level of customer satisfaction. One example of this dependence is presented in the
graph in Graph 3.2., which shows the ratio between the values of the American

Consumer Satisfaction Index (ASCI) and the stock price index (DJIA).
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Graph 3.2. The Relationship between the Values of the American Customer Satisfaction
Index (ASCI) and the Stock Price

As already mentioned, all the above concepts are separate components of more
general characteristics of the enterprise - namely, its orientation to the consumer. Any
study of customer satisfaction, their “defection rate”, the study of the structure of
consumer preferences in market value or contribute to the study of various aspects of
relations between the company and consumers. All of them are equally important and
bring useful information (Ferraro, 2008).

AT & T Corporation conducted a survey of consumers by offering them to assess the
utility value of its products on a scale (Shy, 2002). A year later, the researchers tested
which of the respondents remained with the company (Hunt, 2007). It was found that
loyalty to the company kept the consumers who evaluated the utility value of its
products as high, and who was the worst of her opinions, refused the services of the
company (Hoisington and Naumann, 2003).

Steve Hoisington and Earl Naumann (2003) apply example: AT & T also explored

the relationship between the representation of clients on customer value of its products
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and the company's shares on the market. Corresponding figures for the four years of
observations with respect to the sales of telephone equipment for the enterprises listed in

Graph 3.3.

Customer vaiue *

Share of company
in the market

Evaluation of
‘‘‘‘‘ - customer value

Share of company in the , %
market

First Second Thirth Fourth
Years

" Estimates of consumer value refiect the company's share
on the market four months later.

Graph 3.3. Relationship between Estimates of Customer Value Products AT&T and its
Market Share

Dashed curve in the graph corresponds to the estimated value of the products of the
consumer, and the solid line - data on the percentage of businesses in this segment of the
market, received four months after the surveys of consumers. As it turned out, the
evaluation of customer value products - the best tool for predicting the size of the

potential market share of AT & T (Hoisington and Naumann, 2003).
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3.3 Hypotheses of VValue Added Services and Switching Costs in Mobile

Phone Market

The work of Professors Kuo, Wu and Deng (2009) explain about 3 hypotheses
relationship between service quality, perceived value and customer satisfaction in
mobile value-added services.

Mobile value-added services include games, icons, ringtones, messages, web
browsing, SMS (short message service) coupons, and electronic transactions and they
are all added to mobile phone networks. Contents included to the voice services can be
either self-produced by mobile telecom service providers or provided through strategic
alliances with content providers. Mobile value-added services have 5 values for
consumers: time-critical needs and arrangement, spontaneous needs and solutions,
entertainment needs, efficiency needs and ambitions, and mobility-related needs. Mobile
value-added services provided by telecom service providers can be classified into four
types, namely information, communication, transaction, entertainment and these services
are going to be a good opportunity for telecom service providers. Therefore, an
important issue for providers of telecommunication services is an effective increase of
income and sustainable business by satisfying customers' needs.

Service quality is the difference between customers’ expectation and their perceived
performance of a service, this conception was proposed by Parasuraman, Zeithaml, and
Berry in 1985. Customer’s perceived value can be defined in terms of money, quality,
benefit, and social psychology. Service quality depends on the consumer, as it plays an
important role in getting profit. Customer’s perceived value generates when less is paid

(such as by using coupons or promotions) for goods, so perceived value is the difference
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between the highest price that consumers are willing to pay for a product or service and
the amount practically paid. According to the Mr.Bishop’s theory, value is the deference
between the money paid for a certain product and the quality of the product.

The empirical studies of Taiwan professors have pointed out that the service quality
has an impact on perceived value in conventional retailing and online shopping. There
were applied researches in 2004 in China by Wang et al. and in 2006 in Canada by Turel
and Serenko about an interrelation of service quality and perceived value.

Researches of Cronin et al., 2000; Johnson & Fornell, 1991; Kristensen, Martensen,
& Gronholdt, 1999 shows that service quality positively influences on customer
satisfaction.

In the research of Cronin et al., 2000 of the relationships between perceived value and
customer satisfaction empirical studies of the conventional retailers discovered that
perceived value positively influences customer satisfaction in most cases

There are 3 hypotheses:

Hypotheses 1: Service quality positively influences perceived value in mobile value-
added services — there are two methods to define customer’s satisfaction: transactions-
specific perspective and cumulative perspective. The transaction-specific perspective
shows that customer satisfaction is the evaluation based on the experiences and the
cumulative perspective accents on overall evaluations, indicating that evaluations of
customer satisfaction should be based on the purchase experiences of the customer,
disregarding any specific purchase experiences.

Hypotheses 2: Service quality positively influences customer satisfaction in mobile

value-added services.
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Hypotheses 3: Perceived value positively influences customer satisfaction in mobile
value-added services.

Switching cost.

About how the switching cost effect for customer loyalty and satisfaction there is
well explained and brought five hypotheses on the subject Professors Serkan Aydin,
Gekhan Ozer, and Omer Arasil (2012). They took on the topic for switching cost and
trust as the main factors of loyalty of customers.

Switching cost is the transition cost from one service provider to another (Porter,
1998). And it is the factor that has the most directly influence on customers’ sensitivity
to price level and so influences customer loyalty (Klemperer, 1995). Switching costs
include not only those that can be measured in monetary terms, but also the
psychological effect become a client of the new firm, and the time and effort spent on
the purchase of a new brand (Klemperer, 1987a). Firms with a direct effect on customer
loyalty level have advantages in switching cost because of the reduction of customers’
sensitivity to price and satisfaction level (e.g. Eber, 1999; Jones et al., 2002; Burnham et
al., 2003).

H1: Customer loyalty in customers with high perceived switching cost is stronger
than in customers with low perceived switching cost.

According to the Churchill and Surprenant (1992) customer satisfaction is an overall
evaluation based on the total purchase and an output, resulting from the customer’s pre-
purchase comparison of expected performance with perceived actual performance and

incurred cost. According to Palmer (1998), customers will not hold a favorable attitude
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to the service provider as compared to other alternatives available in the absence of
some degree of satisfaction

H2: Customer satisfaction has a positive effect on customer loyalty.

Researches indicate that the relationship between customer satisfaction and customer
loyalty in market segments with high perceived switching cost is weaker than in those
with low perceived switching cost (e.g. Jones et al., 2000; Feick et al., 2001).

H3: In customers with high perceived switching cost, there will be a weaker
relationship between customer satisfaction and customer loyalty than in customers with
low perceived switching cost.

Trust.

Customer’s trust to service quality and to brand is very important factor in
communication field. Trust is necessary in cooperation with partners; it works at
preserving relationship investments and resists attractive short-term alternatives in favor
of the expected long-term benefits of staying with existing partners (Morgan and Hunt,
1994).

H4: There will be a positive relationship between trust in the firm and customer
loyalty.

An increasing of switching cost will influence the direct effect of trust on customer
loyalty and relationship between trust in the firm and customer loyalty may be weaker in
segments where switching cost is high (Sharma and Patterson, 2000):

H5: In customers with high-perceived switching cost, there will be a weaker
relationship between trust and customer loyalty than in customers with low-perceived

switching cost.
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Chapter 4

RESEARCH METHODOLOGY

4.1 Questionnaire Design

As stated earlier EPSI - Ratings announced that “Kcell” and “Activ”’ brands are
declines in customer satisfaction for 2012. The difference between the 2011 and 2012
years were respectively (-1.5) and (-3.5). Although “Activ”’ is a trademark of JSC
“Kcell”, in this thesis we consider only trade mark “Kcell”. “Kcell” also holds the first
position in the ranking among mobile operators in Kazakhstan, as the first and most
enduring provider of mobile services in Kazakhstan. But the same “Beeline” already
behind “Kcell” by 0.8 points, and has a positive rate compared with 2011. And so close
is Tele2 for its first year of existence of which has already overtaken the group of mobile
operators “Other”, which include mobile service providers such as “Dalacom” and
“Pathword”. There is Table 2.1 in Chapter 2 where is shown EPSI- rating 2012 of index
of satisfaction customers of mobile providers in Kazakhstan.

In view of all this there is used a survey with questions in this paper and has been
designed in accordance with the related literature and opinions.

The questions for sample were taken from many sources. There are researches of
professors Ying-Feng Kuo, Chi-Ming Wu, and Wei-Jaw Deng (2009).They assembled
for pieces topic about interrelation among quality of service, satisfaction of customer,

and intention what customer will do after choosing product or service. They also made
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research in mobile services. Main parts of questions were taken by this topic and
questions were paid for satisfaction and perception of customer, but there is also another
source of question. It is article about switching costs in mobile phone market of Turkey
by professors Serkan Aydyn, Gokhan Ozer and Omer Arasil. Switching costs help to
analyze and measure rate of loyalty of customers to company.

The questionnaire was composed of two sections. The first section was devoted for
expectation service quality and it deals witch customer’s opinions in expected service
from Telecommunication Company of mobile provider JSC “Kcell”. Customers should
show the extent to which they think firm offering their services should possess the
features described by each statement. There are 21 questions for answering. All items
were assessed using five-point Likert scales from 1= “strongly disagree” to 5= “strongly
agree”. It allowed answering any number from 1 to 5 to describe best expectations about
firm’s offering telecommunication services. In the second section was stated behavioral
intention of customers in Telecommunication Company of mobile provider JSC “Kcell”.
There are 13 questions of Customer’s Behavioral Intentions and 1 separate question of
Overall Customer’s Behavioral Intentions. In the second sections as well was applied
Likert scale with five-point from 1= “strongly disagree” to 5= “strongly agree”. And if
in the first section the emphasis was on the satisfaction of needs of the consumers, there
was considered thing like: existence up-t-date equipment, physical facilities of company,
customer service staffs efforts, and company’s expectation about customer.

In the second section main aspects of the case are as far as the consumer is loyal to

the company "Kcell". How customers behave to company's service and what is the
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probability to switch to a competitor, and what the reaction of customer if they face

problem with telecom services.
4.2 Research Subjects and Sampling Method

There are not specified the age of customers, the data, the marital status, the gender,
social status, nothing. The survey was completely anonymous. Questionnaire was taken
by 2 ways. First way was taken in Almaty in Kazakhstan in Russian language from 52
users of “Kcell”, and was taken from 8 students and 44 were answered by office mode
employees. The reason that the survey was carried out in Kazakhstan in Russian
language is that there are not all speak in English and there was some difficulty in filling
questionnaire. All answers were received by the internet and samples of this
questionnaire are located in Appendix A and Appendix B consequently.

Second way of questionnaire was taken in Cyprus, by students from Kazakhstan who
study in Cyprus, and who are users of “Kcell” mobile providers. There are 57 responses
from different university in Cyprus, such as: Eastern Mediterranean University, Cyprus
International University and Girne American University. These students study on
undergraduate, master and Ph.D. degrees. There are samples of two sections which were
drawn in Appendix C and Appendix D. They were conducted in English language.

Certainly we would like to conduct a survey among a larger number of users of
mobile services "Kcell", but considering the circumstances surrounding there are only

109 in the total number of responses.
4.3 Constructs and Measurements Included in the Questionnaire.

As stated earlier questions from section one more devoted to determining the level of

customer satisfaction. But the satisfaction of the client and may be different for different
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queries. Such services may be satisfied by the company’ services, the company's attitude

to the customer, for the company’s equipment, etc. In section 1, it was used 21 questions

and they all belong to a particular concept. Table 4.1 shows in more detail:

Table 4.1. Constructs and Measurements Included in the Section 1 of Questionnaire

Construct | Items Measurement
Service
quality Sql | Content The company should have up-to-date equipment
uality
Sg2 | The company’s physical facilities should be
visually appealing
Sq4 The appearance of the physical facilities of this
firm should be in keeping with the type of telecom
services
Sg3 | Responsibility | Customer service staffs should be well dressed and

appear neat

Sg5 When the company promises to do something by a
certain time, it should do so

Sqg6 When | have problems, the company should be
sympathetic and reassuring

Sg8 The company should provide its services at the
time it promises to do so

Sq9 The company shouldn’t be expected to tell
customers exactly when services will be
performed

Sql1 Customer service staffs don’t always have to be
willing to help customers

Sq15 Customer service staffs should be polite

Sq10 | Management | It is not realistic for customers to expect prompt

and service from customer service staffs
Sql7 Customer | The company should not be expected to give
service customers individual attention

Sq18 Customer service staffs cannot be expected to give
customers personal attention

Sq19 It is unrealistic to expect customer service staffs to
know what the needs of their customers are

Sg21 The company shouldn’t be expected to have
operating hours convenient to all its customers

Sq12 It is okay if customer service staffs are too busy to

respond to customer request promptly
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Sql6 Customer service staffs should get adequate
support from these firms to do their jobs well

Trust Sg13 | I should be able to trust customer service staffs

Sql4 | I should be able to feel safe in my transactions with customer
service staffs

Perceived | Sq7 | The company should be dependable
Value

Sq20 | It is unrealistic to expect the firm to have its customers’ best
interests at heart

Table 4.1. (cont.)

There are 3 main constructs: Service quality, Trust and Perceived Value.
Construct of service quality was initially grounded for content quality, responsibility
from service staffs and company to customer, and management and customer service of
company that offer for customer. In the table 4.1 may see what kinds of questions are
included to service quality. And they measured 17 items in survey; other 4 were divided
equally for Trust and Perceived value. Customer sacrifice price, opportunity cost, time
and efforts for quality, benefits, advantages, and utilities that they can receive from
company is called perceived value (Cronin, 1997). Trust will be allowed important
factor in relationship commitment.

There are shown questions from section 2 which main responded for customer loyalty
in Table 4.2. There are 14 questions with 3 main construct and their items and
measurement of this construct, which respond customer’s behavioral intention to the

company.
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Table 4.2. Constructs and Measurements Included in the Section 2 of Questionnaire
Construct | Items Measurement

Customer Say positive things about a service provider to other people
satisfaction | Bil
Bil0 | Switch to a competitor if | experience a problem with
telecom services
Bill | Complain to other customers if | experience a problem with
telecom services
Bi12 | Complain to external agencies, such as the Consumer
Protection Council, if I experience a problem with telecom
services

Bil3 | Complain to a service provider’s customer service staffs if I
experience a problem with telecom services

Perceived Bi4 | Consider a service provider, your first choice to buy

value telecommunication services
Bi7 | Take some of my usage to competitors that offers better
price
Bi9 | Pay a higher price than competitors charge for the benefits |
currently receive from a service provider

Post- Bi2 | Recommend a service provider to someone who seeks my
purchase advice
intentions Bi3 | Encourage friends and relatives to do business with a
service provider
Bi5 | Do more usage with a service provider in next few months

Bi6 | Do less usage with a service provider in next few months

Bi8 | Continue to use your service provider if its prices increase
somewhat

Bil4 | How likely is it that would you continued to use the
telecommunication service in the future

There are Customer satisfaction, Perceived value and Post-purchase intentions
divided. Impression of customer to company’s service performance is customer
satisfaction. 4 items were measured for Customer satisfaction, and 3 questions were to
how customer perceive the value of company, 6 items were in that what customer will

do after purchasing service from company, its post purchase intentions. Cronin (2000)
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said that post-purchase intention is customer will divide their experience with
company’s goods and services for their relatives, friends, and familiar people.

The questions from Sqgl to Sg21 was taken from analysis of professors Ying-Feng
Kuo, Chi-Ming Wu, and Wei-Jaw Deng (2009), and they describe relationships between
service quality, perceived value and trust have effect to customer satisfaction. And
questions between Bil-Bil4 was taken from articles about how switching cost
influences for customers loyalty and satisfaction by professors Serkan Aydyn, Gokhan

Ozer and Omer Arasil (2005).
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5.1 Results

Chapter 5

DATA ANALYSIS, RESULTS, AND DISCUSSION

A two-section of items was conducted in this study. The first section about

expectation service quality which has 21 questions with five-point scaled from

1="strongly disagree” to 5="strongly agree”. How was stated before in questionnaire

participated 109 users of company, all respondents are from Kazakhstan.

section in the Table 5.1 below:

Table 5.1. Results of Questionnaire Section 1

Results from

Ite Sgl |Sg2 |Sg3 |Sg4 |Sg5 |Sg6 | Sg7 |Sg8 |Sq9 |Sqlo | Sgli
int
5 80,73% | 55,05% | 72,48% | 59,63% | 77,98% | 5596% | 71,56% | 79,82% | 11,93% | 10,09% | 6,42%
4 15,60% | 23.85% | 12,84% | 2385% | 14,68% | 22,94% | 12,84% | 18,35% | 15,60% | 13,76% | 1,83%
3 367% | 11,93% | 10,09% | 917% | 7,34% | 12,84% | 11,93% | 0,00% | 1560% | 14,68% | 6,42%
2 000% | 550% | 459% | 1,83% | 000% | 826% | 367% | 000% | 20,18% | 20,18% | 13,76%
1 000% | 3,67% | 0,00% | 550% | 0,00% | 0,00% | 000% | 1,83% | 33,03% | 41,28% | 71,56%
Total | 100% | 100% | 100% | 100% | 100% | 100% | 100% | 100% | 96% | 100% | 100%
Ite Sgl12 | Sq13 | Sq14 | Sg15 | Sq16 | Sql17 | Sg18 | Sq19 | Sq20 Sg21
int
5 8,26% | 63,30% | 68,81% | 76,15% | 66,97% | 642% | 1,83% | 4,59% 7,34% 4,59%
4 550% | 17,43% | 17,43% | 16,51% | 18,35% | 12,84% 5,50% 5,50% 9,17% 8,26%
3 8,26% | 550% | 826% | 1.83% | 550% | 17,43% | 1560% | 18,35% |  25,69% 25,69%
2 15,60% | 11,93% 5,50% 0,00% 2,75% | 18,35% | 17,43% | 33,03% 30,28% 22,02%
1 62,39% 0,00% 0,00% 2,75% 6,42% | 44,95% | 59,63% | 36,70% 25,69% 39,45%
Total | 1009% | 98% | 100% | 97% | 100% | 100% | 100% | 98% 98% 100%
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Consequently in Table 5.2 are located results from questionnaire of section

behavioral intention of customers:

Table 5.2. Results of Questionnaire Section 2

2 about

Item Bil Bi2 Bi3 Bi4 Bi5 Bi6 Bi7
oint
5 54,13% | 55,05% | 35,78% | 39,45% | 27,52% | 8,26% | 24,77%
4 32,11% | 31,19% | 27,52% | 29,36% | 33,94% | 12,84% | 24,77%
3 10,09% | 13,76% | 27,52% | 10,09% | 14,68% | 10,09% 7,34%
2 1,83% | 0,00% | 9,17% | 11,93% | 14,68% | 40,37% | 21,10%
1 1,83% | 0,00% | 0,00% | 9,17% | 9,17% | 28,44% | 22,02%
Total 100% 100% 100% 100% 100% 100% 100%
Item Bi8 Bi9 Bil0 Bill Bil2 Bil3 Bil4
point
5 17,43% | 21,10% | 41,28% | 11,93% | 27,52% | 33,03% | 55,05%
4 14,68% | 21,10% | 18,35% | 14,68% | 18,35% | 28,44% | 37,61%
3 13,76% | 22,02% | 7,34% | 19,27% | 15,60% | 16,51% 7,34%
2 37,61% | 22,02% | 13,76% | 14,68% | 12,84% | 20,18% 0,00%
1 16,51% | 13,76% | 19,27% | 39,45% | 25,69% | 1,83% 0,00%
Total 100% 100% 100% 100% 100% 100% 100%

5.2 Hypotheses and Applying of Model

5.2.1 According Hypotheses Construct Model

In the chapter 3 we consider 2 type of study about customer satisfaction and loyalty.

First research from professors Kuo, Wu, and Deng (2009) has 3 dimensions of

hypotheses. They are service quality, perceived value and customer satisfaction. They

argued that they are related each other and have direct influence for each other. In

chapter 3 in part 3 there are 3 Hypotheses, and briefly there are written that: Service

quality and perceived value has positive influence for customer satisfaction in mobile

provider area and in addition service quality influence positively for perceived value.

According these hypotheses there are a research model appears. In Figure 5.1. it shows:
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H1l

Perceived value

Service quality

H2

H3

Figure 5.1. Research Model Constructed by Hypotheses

To achieve positive result in service quality level have to have satisfaction in all
levels, such as content quality, responsibility and customer service. If there will be high
result, it would increase level o perceived value and customer satisfaction based for
research model, so service quality is the general part in satisfaction. To influence
positively for perceived value, there should fit for customer to sacrifice his time and
money for company.

Second study was by professors from Turkey: Serkan Aydin, Gokhan Ozer, and
Omer Arasil (2005). They argued about switching cost effect for loyalty. They use 5
hypotheses. They argued that there are indivisible relationships between trust, customer
satisfaction and customer loyalty, and first two should be in high positive level to keep

loyal feelings from customer.
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Customer satisfaction W H3 Trust W H5

NP

Customer loyalty W H1l

Figure 5.2. Relationships between Trust, Satisfaction and Loyalty

According their hypotheses there are should be high result in positive level in
customer satisfaction and trust to increase customer’s level of loyalty. In the Figure 5.2.
was shown research model by these hypotheses.
5.2.2 Conclude Results by Survey

In the first parts of service quality in content quality, customers strongly agree (81%)
with that company has to have up-to-date equipment and just 55-60% of customers pay
attention to company’s physical facilities, which should be in keeping with the type of
telecom services and be visually appealing. Responsibility of the company and service
staff to the customer is taken to the account. Neat appearances of staffs (73%), execute
their promises and be accuracy (78-80%), tenderness (57%) punctuality (34%), and be
polite (77%) are the included to responsibility of staffs that show index of survey. In
management and customer service sectors responders strongly disagree with that the
company cannot to serve them promptly (63%) and they on side that company have to
support service staffs (67%). 50% - 60% of users wish that company give to customers

individual attention.
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Trust is the main point in relationships between customer and Service Company.
Users wish to trust to customer service (64%) and feel themselves in safety and their
transactions on safety (69%). Perceived value is taken by feeling that company is
dependable by customer (72%) increase satisfaction.

Results of customer’s behavioral intention in section 2 are positive for company.
There were shown that customer satisfaction level which consists that users can say
positive thing about “Kcell” company (55%) and most of customers (40%) conclude that
they will not complain for other customers if they face with a problem telecom services.
But 27% and 33% of customers will complain to external agencies and customer service
staffs if they face a problem. Worst things in satisfaction are that customer is ready to
switch to a competitor if they will have problem with “Kcell” services.

Consider that service provider is first choice (40%), same proportion between
strongly agree and just agree with that if competitor offer better price to switch for them
from 25% each. There are users (23%) who think neutral that will pay higher price for
benefits from provider than competitors.

In post-purchase intention sections customer chose that 55% recommend a service
provider to someone, 36% will advise it to relatives, 34-41% users do more usage in
next few month, and in future in common (56%). But 38% of responders do not be agree

with that continue to use service provider if its prices increase.
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5.3 Discussion and Recommendations

This paper has focused on two issues in order to explain customer satisfaction and
customer loyalty. First issue is that how customers get satisfaction throw service quality
and perceived value, and according to the analysis stated before, and refer to research
model in Figure 5.2., service quality had significant and positive impact on perceived
value and satisfaction. To increase perceived value there are dimensions of service
quality should be positive. They are content quality, responsibility and costumer
services. Second one is how it was noted about relationship between customer loyalty,
customer satisfaction and trust between customer and telecom service provider. Increase
in trust and satisfaction lead to increase in loyalty of customer. In this study considered 2
types of hypotheses and research model that constructed by hypotheses in first section.

After analyzing there are both positive and negative aspects which give many choices
to improve and increase effectiveness of service marketing. It is impossible to point out
any errors as having no data on the satisfaction and loyalty of the company before the
survey. But relying on the survey can provide recommendations for service
improvement. Rely for survey and analyze degree of each items may argue that “Kcell”
so far has good reputation and bid demand. There is no problem with service quality and
perceived value. Consequently, there is no problem with satisfaction. Other hand all
answer were on the level of just satisfied, almost no one are completely satisfied. How
stated before in Chapter 3: the small difference between merely satisfied and completely
satisfied consumer can destroy a company. So recommendation is pay attention for
customers who don’t satisfied fully. At the same point in section 2. There are good

points in customer’s satisfaction and perceived value sectors. But in post purchase
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intentions have some dispute. For instance, customers can easy switch for competitor if
they face problem or if company increase price for somewhat. It proves that loyalty to
the company too weak. Switching cost one of the main factors and Arasil (2005) said
that: In customers with high-perceived switching cost, there will be a weaker
relationship between trust and customer loyalty than in customers with low-perceived
switching cost. The main recommendations are reduce the price and make that merely
satisfied customer will be fully satisfied. For instance make some discounts old

customers or special offers on the accumulation minutes each month and etc.
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Chapter 6

CONCLUSION

In this study was applied survey to find out effectiveness of marketing in company
through satisfaction and loyalty of customers in a case of Kazakhstan’s company
JSC”Kcell”. Survey was made by questionnaire with 35 question in common, 21 in first
section and 14 in second consequently. Each question was applied Likert scale with five-
pointed from 1="strongly disagree” to 5="strongly agree”. After EPSI-rating where are
argued that in 2012 years JSC”Kcell” had reduction in level of satisfaction, and there
also was decline in loyalty level, was general reason to write this thesis about this
company. Based on hypotheses about switching costs in the Turkish mobile phone
market by professors Aydin, Ozer, and Arasil(2005) was made model in this thesis, to
determine level of satisfaction of service, and on other hypotheses by Kuo, Wu. Deng
(2009) they investigated service quality; perceived value and post-purchase intention in
mobile value-added services in case of Taiwan. According this study were chosen
measurement and questions for questionnaire.

After survey found that there is no big dissatisfaction with service. Service quality
consists by responsibility; content quality and customer service are in satisfied level.
Perception and good expectation also have highest position in scale. Trust from
customers to company also exists in good condition. All of these things have positive

indicators. But how stated before there are no one full satisfied. And the company has
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problems with loyalty from here. To determine level of loyalty were used dimensions as
perceived value, post-purchase intentions and satisfaction. Here was found the main
negative thing. There are very big ratio of that customer too much easy can switch
mobile provider for service customer if they have either face with troubles or if company
increase price for their goods or services.

If the company JSC “Kcell” will not pay much attention to that damages, and
competitors in the face of “Beeline” and “Tele2” will also develop, a loss position Kcell

from top not far off.
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Appendix A

There is a sample of the questionnaire that used in survey in Kazakhstan, on Russian

language. Section 1

Ne 1121|3415
1 Kommanus nomxHa IMETh COBpeMEHHbIE 000pYAOBaHUS
2 Oduznueckne 00bEKTH KOMIAHUH JTOJDKHEI OBITh BU3yalbHO
IIPUBJICKATEIBHBIMU
3 CoTpyIHUKH, 00CITY>KUBAIOLIHE KJIUEHTOB TOJDKHBI OBITH XOPOIIO OAETH U

BBITJTIAACTH AKKYPAaTHO

4 Buenrnnii Bug Gusnueckux 00bEKTOB 3TOH (GUPMBI JOJDKEH OBITh B
COOTBETCTBUY C THIIOM YCIIYT CBSI3U

5 Korna komnanus obemaer cienath 4T0-To K ONpeIeICHHOMY BPEMEHH,
OHa JI0JDKHA CIEIaTh 3TO

6 Korna y MeHst ipo06ieMbl, KOMITAaHUS TOJDKHA OTHECTUCH C COUYBCTBHEM U
[TOHMMAaHUEM

7 Kommanust 1omKkHa OBITE HaAEKHOM

8 Kommnanust J0DKHA IPEJOCTABISTh CBOH YCIYTH B TO BpeMsi, B KAKOe OHU

00€IIarT ceaaTh 3T0

9 He cnenyer oxuaaTh OT KOMIIaHUH, YTO OHU CKXXYT KJIMEHTaM, KOTaa
OyIeT mpeJocTaBlIeHa yCIyra

10 | DTo He peanHCTUYHO TS KIMEHTOB OKHIATh OBICTPOTO OOCTY)KUBAHUS OT
00CITy)KIBAIOLIETO IIEpCOHAa

11 | CorpynHuku, 0OCIy>KUBAIOLIIE KJIMEHTOB HE BCETIA TOJDKHBI OBITh
TOTOBBI HOMOYb KJIMEHTaM

12 | DTo HOPMAJBHO, €CIH COTPYIHHUKH, 0OCTY)KHBAIOMINE KIIMEHTOB CIUIIKOM
3aHATHI, YTOOBI OBICTPO OTBETUTH HA 3AMPOC KIUEHTA

13 | 51 nomxeH ObITh B COCTOSIHUH JTOBEPSATH OOCTY)KUBAIOIIEMY MTEPCOHATY

14 | 51 nomkeH UMETh BO3MOXXHOCThH YyBCTBOBATh HAJIC)KHOCTH B OTIEPALIUAX C
COTPYAHUKAMHU OOCTYKHBAIOMINX KIHEHTOB
15 | CoTpyaHuKH, 0OCTYKUBAIOIIHE KIMEHTOB TOJDKHBI ObITh BEXKIMBBIMU

16 | CorpynHuKH, 0OCITY>KUBAIOIIIE KIMEHTOB TOJDKHBI ITOJTyYaTh aIeKBaTHYIO
MTOJIIEPIKKY CO CTOPOHBI (DPMPMBI, YTOOBI J€TIATh CBOIO paboTy XOpOIIOo
17 | He cnexyer oxuaaTh OT KOMIIaHUH, YTO OHH IPEJOCTABST KIIMEHTaM
WHIBUTyaIbHBIA TOAXO0.

18 | He cienyer oXumaTh OT COTPYJHHKOB, OOCITY)KHBAIOLINX KIMEHTOB, YTO
OHH TPEAOCTABST KJIMSHTAM HHANBUYAIbHBIHA T0X0/

19 | Bbuto OBl HEPEATUCTUYHO OXKHIATH YTO COTPYIHHUKH, OOCTY)KHBAIOIIUE
KJIIMCHTOB, 3HAIOT HOTpe6HOCTl/I CBOMX KIIMCHTOB

20 | BbuI0 OBI HEPEATHCTHYHO OXKU/IATh, YTO HHTEPECHI KIIMEHTOB y GUPMBI B
rITyOMHE TyIITH

21 He cnenyer oxuaaTh OT KOMIIaHUH, YTOOBI OHU UMENH YIOOHBIE Yachl
paboTHI ISl BCEX CBOMX KIIMEHTOB
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Appendix B

There is a sample of the questionnaire that used in survey in Kazakhstan, on Russian

language. Section 2

Ne 112 ]3[4 |5
1 | T'oBOpUTH APYTUM JIIOJISIM TIOJIOKUTENIBHBIE BEIIN O
IIOCTaBIIMKE yCIyr*.

2 | PexoMeH10BaTh MOCTABUIMKA YCIYT TOMY, KTO
o0palraercs 3a COBETOM

3 | IloowpATs apy3eil U poJICTBEHHUKOB BECTU OU3HEC C
MTOCTABIIMKOM YCIIYT

4 | CyuTaTh NOCTABIIMKA YCIIYT BAlllUM IEPBBIM BEIOOPOM
JUIs1 IOJTYYEHUS TEICKOMMYHHUKAIIMOHHON YCIyTH

5 | bonbie oOpammarkes K MOCTABLIUKY YCIYT B
CIICAYIONINE HECKOIBKO MECSIICB

6 | Menble oOpamaTbesi K NOCTaBILUKY YCIYT B
CIICAYIOIINE HECKOIBKO MECSIICB

7 | OOpaTuThCs K KOHKYPEHTY, KOTOPBIN Ipeiaraet
JTYYIIYIO LIEHY.

8 | IIponomxkare 00paIaTecsi K CBOEMY IOCTaBILUKY
YCITYT, €CJIH €T0 IIEHBI HECKOJIBKO BBIPACTYT

9 | IInatuthk GONBLIYIO IIEHY, YEM LI€Ha KOHKYPEHTOB 32
MIPEUMYIIECTBA, KOTOPHIC 5 TIOIYYal0 OT OCTABIINKA
yCIYT B HAaCTOsIIIEe BpeMs

10 | ITepeliTi K KOHKYPEHTY, €CIIH sl UCIIBITHIBAIO
POOIIEMBI C TOCTABIIMKOM YCIIYT

11 | [ToxkanoBaTbCst KOHKYPEHTY, €CIH 51 UCTIBITHIBAIO
POOJIEMBI C TOCTABIIMKOM YCIIYT

12 | TloxxanoBaThbCsl Ha Takue areHTcTBa kak CoBeT 1o
3ammre [IpaB [ToTpebuTteneii, eciau s ICTIBITHIBAIO
pOo6JIEMBI C TOCTABIIMKOM YCIIYT

13 | IoxkaoBaThCsl COTPYTHUKAM, OOCITY)KHBAFOIITHX
KJIMEHTOB, €CJIU 51 UCIIBITHIBAIO MTPOOJIEMBI C
MTOCTABIIMKOM YCIIYT

14 | KakoBa BEpOSTHOCTb TOTO, UTO BHI OyJieTe
MPOIOJDKATh UCIIOIH30BATh TEIEKOMMYHHUKAIIMOHHBIC
yeayru AO "Kceenn" B Oyaymiem?
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Appendix C

There is a sample of the questionnaire that used in survey in North Cyprus, on

English language. Section 1

1. The company should have up-to-date equipment

N

The company’s physical facilities should be visually appealing.
3. Customer service staffs should be well dressed and appear neat.

4. The appearance of the physical facilities of this firm should be

in keeping with the type of telecom services.

When the company promises to do something by a certain time, it should do so.
When | have problems, the company should be sympathetic and reassuring.

The company should be dependable.

The company should provide its services at the time it promises to do so.

© NG

The company shouldn’t be expected to tell customers
exactly when services will be performed.

10. Itis not realistic for customers to expect prompt service
from customer service staffs.

11. Customer service staffs don’t always have to be willing to help customers.

12. Itis okay if customer service staffs are too busy
to respond to customer request promptly.

13. 1 should be able to trust customer service staffs.

14. 1should be able to feel safe in my transactions with customer service staffs.

15. Customer service staffs should be polite.

16. Customer service staffs should get adequate support
from these firms to do their jobs well.

17. The company should not be expected to give customers individual attention.
18. Customer service staffs cannot be expected to

give customers personal attention.
19. Itis unrealistic to expect customer service staffs to know what the

needs of their customers are.

20. Itis unrealistic to expect the firm to have its customers’ best interests at heart.
21. The company shouldn’t be expected to have operating hours convenient

to all its customers.
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Appendix D

There is a sample of the questionnaire that used in survey in North Cyprus, on

English language. Section 2 11213

1. Say positive things about a service provider to other people.

2. Recommend a service provider to someone who seeks my
advice.

3. Encourage friends and relatives to do business with a service
provider.

4. Consider a service provider, your first choice to buy
telecommunication services.

5. Do more usage with a service provider in next few months.

6. Do less usage with a service provider in next few months.

7. Take some of my usage to competitors that offers better
price.

8. Continue to use your service provider if its prices increase
somewhat.

9. Pay a higher price than competitors charge for the benefits
I currently receive from a service provider.

10. Switch to a competitor if | experience a problem with
telecom services.

11. Complain to other customers if | experience a problem with
telecom services.

12. Complain to external agencies, such as the Consumer
Protection Council, if I experience a problem with telecom
services.

13. Complain to a service provider’s customer service staffs if |
experience a problem with telecom services.

Overall Customer’s Behavioral Intentions

14. How likely is it that would you continued to use the
telecommunication service in the future?
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