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Abstract

Since the introduction of Mobile Number Portability (MNP), customers of
telecom service providers have been switching between service providers in
high rate in Saudi Arabia. This imposed a challenge for telecom service providers
to know the reasons of such phenomena and try to minimize it. In this research
paper, we studied the variables that affect the customer’s decision to stay with
or switch current telecom service provider in Saudi Arabia. The analysis of data
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shows that the most significant variable is offers and prices.
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MNP: Mobile Number Portability (MNP); CITC: Communication
and Information Technology Commission; STC: Saudi Telcom
Company; Mobily: Etihad Etisalat Mobily; Zain: Zain Saudi Telecom
Company; E-Services: Electronic Services.

Introduction

Before the introduction of Mobile Number Portability (MNP),
customers of telecom service providers were not able to change
their service provider while keeping their numbers. This almost
eliminated the switching requests between service providers due to
the customer’s fear of losing their numbers which have become as
important as identity numbers for many people due to the rise of
technology in every aspect of life. This act of fear faded away after
many countries adopted MNP which allows customers to switch
their service providers while keeping their original number. MNP has
sparked the switching rate between telecom service providers.

MNP was introduced in Saudi Arabia in 2006. Since then,
switching between Local telecom companies, which are STC, Mobily
and Zain, have spread among customers. The customers are now
more aware about what they should receive, in terms of service’s
quantity and quality, in exchange of their subscriptions fees. As a
result of awareness among customers, they tend to change their
service providers because of many reasons.

In this research paper, we aim to study the variables that affect
the customer’s decision to stay with or switch current telecom service
provider in Saudi Arabia.

Literature Review

Customer retention has been a very attractive subject to many
researchers. This subject has also been very important factor to
consider in every firm’s strategy. Many firms have started to acquire
every available information in this field. Marketing researchers were
targeted by those firms to investigate why do customers switch and
how to retain them. Each firm’s goal is to identify the reasons that
adversely influence the customer relationship with the firm and drive

him to switch to other competitors. Then the firm will try to apply the
corrective strategies and actions to stop losing its market share due to
these reasons.

Many researchers believe that to understand customer retention,
you should have background knowledge in many areas such as
customer behavior, customer satisfaction and customer loyalty. [1]
Suggest that the analysis of customer’s behavior should be according
to four distinct customer segments, which are based on their staying
or switching behavior. The four groups are satisfied switchers,
dissatisfied stayers, satisfied stayers and dissatisfied switchers. They
also point out that satisfaction does not appear to drive repeat
purchases for all consumers. That is why Ganesh et al [2] stated that
“.... Not all customers should be targeted with retention and loyalty
efforts, and some of the most satisfied and loyal customers might still
switch to a competitor for reasons beyond the control of the firm and
at times even beyond the control of the customer”.

The marketing literature suggests that the three concepts loyalty,
satisfaction and involvement with the addition of demographics
factors may give the researcher an understanding of customers’
switching behavior. The first concept “loyalty” has been emphasized
by academics and professionals as a key to a successful business.
The second concept “satisfaction” is highly positively correlated to
customer retention, but as mentioned above it does not appear to drive
repeat purchases for all consumers. Satisfaction is mainly correlated to
service quality factors such as reliability and responsiveness. Loyalty
and satisfaction are influenced by demographic factors. For example,
women care about the support and help from staff members. Thus,
their evaluation and satisfaction are influenced more by the personal
interaction with the staff members. Also, old people above 55 tend to
be more loyal than young people since they are slower in information
processing ability. In addition, it has been found that education level
is inversely correlated to customer satisfaction. The third concept
“involvement” is related to switch behavior by how much a customer
is involved in the purchase decision [1].

Butt, Bhutto and Abbas [3] argue that researches about stayers and
switchers are little and limited. They stated that switching and staying
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Figure 1: Research Model.
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Figure 2: Number of mobile number transfer between Saudi telecom
companies.

behavior of the customer is strongly related with the satisfaction
level. Satisfaction is interpreted as the difference between expected
service and real perceived service [4]. The expectation level of new
customers is influenced by previous experiences with the service of
former company [5]. Butt et al [3] found that dissatisfied switchers
are more satisfied in the new company than satisfied switchers and
stayers. Also, they found that satisfied switchers are significantly less
satisfied than stayers. Almotairi and Almeshal [6] stated that, a clear
relationship exists between the quality of service a company provides
and the customer satisfaction level gained.

Mouri [19] has defined brand switching as a termination
of customer relationship with particular service provider and
continuation of relationship with a new service provider. Customer
switching behavior is defection or exit of customers from company
[15]. According to Boote [16], customer switching behavior is a
decision of customers to discontinue purchase dealings permanently
or temporary.

In our research, we are considering the switchers and stayers in
the telecom service industry in Saudi Arabia which has three main
telecom companies which are STC, Mobily and Zain. Long time ago,
people around the world were not able to shift to another telecom
service provider keeping their original number. This stopped many
people from changing their telecom service provider. Now, a process
called Mobile Number Portability (MNP) is practiced in the telecom
industry around the world. This process enables customers to shift to

another telecom service provider keeping their original number. MNP
implies that customer should contact the new provider to arrange the
transfer without the need of the approval of the old provider with
the condition of paying all pending invoices on the customer to the
old provider. This process changed the telecom market in terms of
customer retention.

According to Yadav and Dabhade [8] many benefits emerged
to operators as well as customers from applying Mobile Number
Portability (MNP). Now, operators can save expenses related
to number series reservation, since they don’t have to pay the
reservation expenses for the incoming customers’ numbers that come
through MNP. In Addition, new comers in this business will have
fewer struggles to attract customers. Also, customers can now enjoy
the offers and prices that result from competition between telecom
companies. According to Buehler and Haucap [11], MNP results in
elimination of switching costs which is a benefit to the customers.

Yadav and Dabhade [8] discussed also the negative impacts on
service providers such as increasing competition and profit margin
erosion. Dani and Ambavale [13] discussed both positive and
negative impacts on telecom service providers. They listed the positive
impacts as improved competitive service provided by operators, and
new entrants in the business will attract new customers more easily.
For the negative impacts, they listed growing rivalry, grinding down
profit margin and unethical synergy between operators.

According to Agyekum, Tchao and Affum [9], the threat of
switching has led to improved competition among operators
resulting in lower tariffs, better services and improved Quality Of
Service (QoS) of the networks. Hence, the implemented MNP policy
could be considered as successful. They also found that the two major
reasons for customer dissatisfaction are high tariff rate and poor
network coverage.

The relationship between the “Offers &Prices” and

Switching Behavior

Change in demand in response to change in prices is called
sensitivity of demand (Fuha, 2005). Price sensitivity has divided
telecommunication segment into three segments. These are fixed line
segment, mobile segment and combined segment. Fuha (2005) has
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Figure 5: Demographic Factors (Age).

determined relationship between changes in price and demand in
telecommunication industry. His findings suggested that reduction
in price of mobile services attract customers. In other words price
changes influence brand switching in telecommunication industry.
Kumaresh and Praveena [11] found that promotional offers, family
orientation and service affordability are the most important factors
influencing the mobile subscriber intention to switch service provider.
A study on which factors influence customers to switch mobile
service providers was done by Lee and Murphy [17]. They found
that price is the most important factor that persuades customers to
change their mobile service providers. Rajkumar [20] suggest that
price is not always brand switching influencer. He explained that
customers who are quality conscious prefer to pay high prices for
high quality. It influences those customers who have limited income.
Companies use this feature of price and provide price comparisons to
customers in order to persuade them to try new products. According
to Sathish et al [18], call rates is the most influencing factor for brand
switching in telecommunication industry. Studies show that price is
major influencer for brand switching. It is not necessary that price

always affects brand switching. Customers with low income are more
influenced by changes in price to switch service providers whereas
quality conscious customers are less influenced by changes in price
to switch brands.

The Relationship between the “Quality & Reliability” and
Switching Behavior

Service is intangible in nature and it is practiced by the customers
simultaneously at the time of production and consumption.
Contact of customers and service providers delivers service to the
ultimate customers [21]. Five characteristics have been identified
by (Gronroos) [21] which distinguish services from goods. These
characteristics are services are intangible, services cannot be
separated during production, delivery and consumption, services are
heterogeneous, services are perishable and cannot be stored, and there
is no transfer of ownership while delivering services. The interaction
between customers and service providers provide opportunity to
the customers to assess the service quality. Bitner & Hubbert (1994)
define service quality as the impression of customers about the
inferiority or superiority of the service providers and their provided
services. Previous researchers have shown that customer decision is
influenced by service quality and reliability. It can be deduced that if
customers are provided with high service quality they can be retained
with the company or in other words switching rate of customers can
be reduced.

The Relationship between the Technical Support and
Switching Behavior

Wigglesworth [22] stated that standard measure is of primary
importance to both mobile operators and regulators. First, mobile
operators can utilize a standardized satisfaction measure for strategic
benchmarking with other telecommunications service providers.
Second, they may self-assess their performance through theapplication
of longitudinal satisfaction studies. Third, the use of such a measure
may help regulators better achieve their objectives by overcoming
the flaws of extant service-level regulations. To ensure acceptable
service levels, regulators typically enforce a maximum number of
disconnections, coverage constraints and technical standards. Bougie
Piters and Zeelanberg (2003) agreed with Andreassen (2001) that
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customer encounters a service failure; it leads to dissatisfaction and
loss of confidence, negative emotion, and customer switching. Service
recovery can be defined as the way organization provides response to
what is perceived as a service failure; it includes psychological and
tangible efforts to address the service failure in order to satisty, keep or
restore relationship with disappointed customers (Lovelock & Wirtz,
2011). Customer satisfaction service recovery is an overall customer
attitude towards service provider and regarded as a pivotal element
in maintaining long-term customer relationship after service failures.
Customer satisfaction is the feeling or attitude of a customer towards
a product or service after it has been used [24]. Previous researchers
have shown the importance of the technical support provided to the
customer and how it’s affecting the customer satisfaction.

The Relationship between the E-Services and Switching
Behavior

Melody [25] suggests that the reform of communication
technology has since been expanded to include the transformation of
the traditional voice telecom network into an expanded and enhanced
information infrastructure, which is capable of communicating all
forms of information content. The nature of competition today in
the global telecommunication industry seems to focus on market
activities that aim at gaining competitive advantages through strategic
combinations of resources and presences in multiple products
and geographical areas [23]. Previous researchers have shown the
importance of using the technology in the provided services, where
it affects the customer decisions wither to stay or switch its service
provider.

In Saudi Arabia, MNP was introduced in 2006. At first, telecom
service providers created many obstacles to try to stop this new
procedure. Few customers were able to switch their numbers in the
first five years. But in order to create an efficient telecom market,
Saudi Communication and Information Technology Commission
(CITC) imposed many sanctions on the companies that tried to create
obstacles to prevent their customers from switching. Eventually, the
application of MNP was successful in the kingdom. Below is a figure
that shows how many numbers were successfully switched between

telecom service providers in Saudi Arabia from 2011 to 2015 (CITC
Annual Report, 2015).

Decision Statement

In this research paper, we aim to study the variables that affect
the customer’s decision to stay with or switch current telecom service
provider and pass the results to the interested parties such as telecom
companies or CITC to benefit them. This study will cover different
aspects of these variables such as its significance in relation to the
whole market or to a specific company.

Objectives

Mobile Number Portability (MNP) allow customers to change
their telecom service provider. In this research paper, we will look
over the variables that affect the customer decision of either staying
with or switching the current telecom service provider. Specifically,
the objectives of this research paper are:

1)  To investigate which one of the following variables:
. Offers & Prices

. Quality & Reliability

. Technical support

. E-Services

Is the most significant variable that affects the customer’s decision
to stay with or switch the current telecom service provider?

2)  To determine the most significant variable for each local
company (Namely: STC, Mobily and Zain) that drives their customers
to switch.

Hypotheses

Based on the above literature review and unstructured interviews
with many customers, two hypotheses were formulated as follows:

H1: Quality & Reliability is the most significant variable that
affects the customer’s decision to stay with or switch the current
telecom service provider.

H2: The most significant variable for each local company (Namely:
STC, Mobily and Zain) that drives their customers to switch, is:

Research Methodology

To test our hypothesis, we designed an internet survey
questionnaire that studies the effect of following variables (offers &
Prices, quality & Reliability, technical support, e-Services) on the
customer’s decision to stay with or switch the current telecom service
provider. A copy of the survey questionnaire can be found in the
appendix. The target population of our study is the people who live in
Saudi Arabia, use telecommunication services and have changed their
telecommunication service provider. The survey questionnaire was
distributed through social media to ensure a high participation rate
and cover different cases and types of people all around Saudi Arabia
randomly. A filter question was put at the start of the questionnaire
which asks the participants if he or she had ever changed their service
provider. Only answering with yes will allow them to continue and
fill the rest of the questionnaire. The questionnaire was distributed in
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both Arabic and English language to reach both Saudi and non-Saudi
who live in Saudi Arabia.

Likert method was used to measure respondents’ attitudes and
IBM SPSS statistics program was used to analyze the results and the
data was coded as follows:

. 1 = Strongly disagree
. 2 = Disagree

. 3 = Neutral

. 4 = Agree

. 5 = Strongly agree

. 1 = Never
. 2 = Rarely
. 3 = Sometimes

. 4 = More often
. 5 = Always

It is important to mention that some data was reversing coded.
Likert statements in the questionnaire have either a positive or
negative correlation with effeteness of the variables. Thus, reverse
coding is done on Likert statements that have negative correlation.

Data Analysis & Results

I's worth mentioning that 1098 people participated in the
questionnaire and only 495 people (45.1%) changed their service
provider and were allowed to continue and fill the rest of the
questionnaire. After that editing process was applied on the results to
exclude the responds which have issues such as incompleteness and
contradiction. This left us with 301 responds (27.4% of the total 1098
responds or 60.8% of switcher) which were included in our analysis.

Analyzing the data revealed that the majority of respondents
were Saudi (97.7%), male (75.7%), young (55.1% below 34 years old)

and well educated (82.3 % had completed at least an undergraduate
degree). The respondents had relatively high incomes with 63.9% earn
more than 10,000 SR per month. Majority of respondents had STC as
their former service provider (60.8%), followed by Mobily (30.6%),
then Zain (8.6%). On the other hand, most respondents have Mobily
as their current service provider (46.2%), followed by STC (32.6%),
then Zain (21.3%) (See the below figures).

To test our hypothesis, we generated a group of Likert statements
for each of the variables that we want to study its effect on the
customer’s decision to stay with or switch the current telecom service
provider. For each variable, four or more composed statements of
Likert-type represent a similarity that can be combined into a single
composite score or variable. In this case the composite score can be
analyzed as interval data and the mean is the best measure of central
tendency.

The first factor (offers and Prices) contain four composed
statements of Likert-type that represent similarity and can be
combined into a single composite score. The second factor (quality
and reliability) has six composed Likert statements which were
combined into a single score. The third factor (technical support) has
five composed Likert statements which were combined into a single
score and the fourth factor (E-service) has four composed Likert
statements which were combined into a single score.

To test H1, the mean for each combined score was calculated as
shown in the table:

The above data does not support our first hypothesis. H1 states
that quality and reliability is the most significant variable that affects
the customer’s decision to stay with or switch the current telecom
service provider. The above data shows that the most significant
factor is offers and prices.We think that the reason,why did not the
above data support our H1, is related to the representativeness of the
sample. Most of the sample had STC as their former service provider
(60.8%) and as indicated in the upcoming H2, STC had offers and
prices as the most significant variable. Data from CITC showed
that STC as a former service provider should constitute less than
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Table 1: Most Significant variable of each local company.

Table 7: Former Service Provider.

(60.8%) in the whole population. Thus, we think that,the majority of
the sample having STC as their former service provider, affected the
result of the overall sample and that is why the variable offers and
prices had the highest significance number.

To test H2, the combined score for each factor was separated on

Company Most significant variable Frequency = Percent | Valid Percent | Cumulative Percent
STC Offers & Prices Mobily 92 30.6 30.6 30.6
Mobily Quality & Reliability Vaid STC 183 60.8 60.8 91.4
ali
Zain Quality & Reliability Zain 26 8.6 8.6 100.0
Total 301 100.0 100.0
Table 2: Demographic Factors (Gender).
Frequency | Percent | Valid Percent | Cumulative Percent Table 8: Current Service Provider.
Female 73 243 243 243 Frequency @ Percent | Valid Percent | Cumulative Percent
valid = Male 228 75.7 75.7 100.0 Mobily 139 46.2 46.2 46.2
Total 301 100.0 100.0 Vaiid STC 98 326 326 78.7
ali
Zain 64 21.3 21.3 100.0
Table 3: Demographic Factors (Nationality). Total 301 100.0 1000
Frequency | Percent | Valid Percent | Cumulative Percent ol ’ ’
Not Saudi 7 23 23 23 Table 9: Variables means for whole market.
Valid | Saudi 294 97.7 97.7 100.0 Mean Std. Deviation Variance
Total 301 100.0 100.0 Offers_and_Prices 3.49 1.146 1.312
Quality_and_Reliability 3.24 1.194 1.426
Table 4: Demographic Factors (Age). )
Technical_Support 3.31 1.184 1.401
Frequency | Percent | Valid Percent | Cumulative Percent
E_Serices 3.27 1.014 1.029
18 - 24 35 11.6 11.6 11.6
25-34 131 435 435 55.1 Table 10: Variables means for STC.
3544 78 25.9 259 811 Mean Std. Deviation Variance
Valid ;
45 - 54 m 136 13.6 94.7 Offers_and_prices 3.75 1.078 1.161
55 or more 16 53 53 100.0 Quality_and_reliability 3.23 1.239 1.535
Total 301 1000 100.0 Technical_support 3.42 1.203 1.448
E_Serices 3.22 1.026 1.052
Table 5: Demographic Factors (Education).
Frequency Percent Valid Percent Table 11: Variables means for Mobily.
High School 24 8.0 8.0 Mean Std. Deviation Variance
Diploma 29 9.6 9.6 Offers_and_prices 3.08 1.087 1.182
Bachelor's Degree 169 56.1 56.1 Quality_and_reliability 3.25 1.112 1.237
Valid .
Master's Degree 62 20.6 20.6 Technical_support 3.13 1.111 1.235
Phd 17 56 5.6 E_Serices 3.35 1.012 1.024
Total 301 100.0 100.0 Table 12: Variables means for Zain.
Mean Std. Deviation Variance
Table 6: Monthly Income (SR).
Frequency Percent Valid Percent Offers_and_prices 3.08 1.267 1.606
Below 5.000 55 18.3 18.3 Quality_and_reliability 3.28 1.162 1.349
5000 - 9 999 54 17.9 17.9 Technical_support 3.13 1.203 1.448
10,000 - 14,999 79 26.2 26.2 E_Serices 3.31 .925 .856
Valid 15,000 - 19,999 54 17.9 17.9 R . X .
the basis of the former service provider. Then, for each former service
20,000 - 24,999 23 7.6 7.6 provider we calculated the mean for the combined scores to find the
25,000 or more 36 12.0 12.0 most significant variable for each service provider.
Total 301 100.0 100.0 The results are:

H2 states that the most significant variable for STC is offers
and prices. The above data supports this as it shows that the most
significant variable for STC is offers and prices.

For Mobily:

H2 states that the most significant variable for Mobily is quality
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and Reliability. The above data does not support this as it shows
quality and Reliability having the second rank in significance. We
think that E-services have become a major concern in customers’
mind in recent years especially between young generation who forms
the majority of our sample (55.1% below 34 years old) and the people
in Saudi Arabia. Having excellent E-services means that customers
could be able to perform many functions online in any time and
place without having to go to retailing offices. By examining The
e-services of both Mobily and Zain, we notice that they don’t meet
the customers’ expectation especially when STC is excelling in this
field and presenting their application “My STC” which out-performs
the applications of both Zain and Mobily.

For Zain:

H2 states that the most significant variable for Zain is quality
and Reliability. The above data does not support this as it shows
quality and Reliability having the second rank in significance with
a very close mean with the most significant variable E-services. We
explained above why the data did not support our hypothesis and
why did it show E-services as the most significant variable for both
Mobily and Zain.

Conclusion

In this paper, we have studied four variables (offers and prices,
quality and reliability, technical support, E-services) that are
considered the main variables which affect the customer’s decision
to stay with or switch the current telecom service provider in Saudi
Arabia. This paper studied these variables’ significance in relation to
the whole market or to a specific company.

A literature review was introduced in this paper covering
different subjects related to switching behavior: customer retention,
customer satisfaction, customer loyalty, MNP impact and switching
reasons. Then the objectives and hypotheses, regarding the switching
variables of interest, were stated. A survey questionnaire was designed
and distributed to gather the required date to analyze and test the
hypotheses. Extensive editing was done to the survey’s responds to
exclude any responds that may distort the accuracy of the results.

The analysis of data did not support H1 and shows that the most
significant factor that affects the customer’s decision to stay with
or switch the current telecom service provider is offers and prices.
On the other hand, the first part of H2, which states that the most
significant variable for STC is offers and prices, is supported by our
analysis. The second and third part of H2, which states that the most
significant variable for Mobily and Zain is quality and Reliability, was
not supported by the analysis of data.

Recommendations

1. The above analysis, result, findings and outcome; the
researchers recommend the following:

As generally as Saudi telecommunication market, it’s clearly
noticed that customers are very sensitive to prices and offers.
Accordingly, it’s highly recommended to optimize the service
provider costs structures in order to enable the company to sustain
and provide more appealing prices and offers.

A well define pricing strategy will grant the service provider a

great competitive advantage in the Saudi telecom market or industry.

2. For STC, despite that it’s the oldest service provider
in the Saudi telecom industry; yet it has to review its pricing and
offers. Though STC markets itself as the best network coverage and
reliable service provider, the research revealed that customers are
very sensitive to prices as (mentioned in previous bullet) and it’s the
main influencer to switchers from STC. Accordingly, STC should
pay more attention to its costing structure and investments plans in
order to manage and continue their dominant over the Saudi telecom
industry.

3. For Mobily (the second oldest service provider in the Saudi
telecom industry) and Zain (the third service provider entered the
Saudi telecom industry) the E-services was the main influencer to
switchers. In the era of smart gadgets and internet services revolutions,
both Mobily and Zain must invest more in providing better e-services
taking into consideration the following:

a)  Ease of Use (Usability)

b)  Reliability, that e-services would perform customer’s
requirement in an adequate time.

) Availability, as the online services should be available 24/7

d)  Accessibility, Mobily should over their e-services all current
available platforms i.e., I0S, Android, Windows...etc.

e) Usefulness, e-services should be up to date with offers,
news, products...etc. to promote its usage.

It’s worth mentioning that “Quality and Reliability” scored
pretty high and close figure, (just 0.1 for Mobily and 0.04 for Zain)
below “E-Services” as the second influencer over their switchers.
Accordingly, infrastructure plans and projects should be taken to a
whole new level of sustainable quality without affecting their pricing
strategies if would like to retain its customers.

Research Limitation and Future Venues

The research sample should have been bigger to be more
representative, also more variables could participate as an influencer
whom the research didn’t cover such as family member & friends,
service provider financial status, customer service, and customer
boycott. On the survey side, interviews would give more deceptive
insight that didn’t take place in this research.
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