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ABSTRACT 

The recent advances in telecommunication have led to increase in the number of 
subscriptions to mobile telecommunication networks in Ghana. 

In today’s competitive telecom market place several marketing communication tools are 
used by telecom operators in Ghana to retain existing customers and also add on to 
their customer base. Price related promotion is one such marketing communication 
tools and the impact of sales promotions in increasing subscriber base forms the basis 
of this study. We review some sales promotions, its impact on subscription, customer 
perception about the effects of price promotions in telecommunications, as well as 
benefits customers realize. 

The National Communication Authority, the communications regulator, reported 
17.437mn mobile subscribers in Ghana at the end of December 2010 which 
represented overall growth of 15.4% in 2010. This increased growth was as a result of 
increased subscriber uptake from lower call tariffs introduced by telecom service 
providers in mid-2010 and promotional offers that were introduced to attract new 
customers. Promotions thus played a role in this growth rate. 

Price promotions are used to a large extent to increase sales in today’s competitive 
markets; there are serious repercussions however, if they are applied wrongly. Hence, 
this thesis seeks to examine the effects of price promotions on building a customer base 
within the Ghanaian mobile Telecommunication industry.   

Questionnaires were administered together with online survey to ascertain what the 
consuming public feels about sales promotion and how that affects their subscription to 
a telecom service provider. In all printed survey questionnaires were administered and 
online survey launched and together there was 84.5% response rate. 

The results show interesting trends in the market place and consumer perception of the 
numerous sales promotions given out by the telecom companies. Apart from what this 
research seeks to contribute theoretically, we see the results as quite relevant to both 
consumers and service providers. 

This work gives the mobile telecommunication service providers information on how 
consumers view their price related sales promotions and thus the need to intensify their 
consumer education in respect of promotions offered and the benefits of taking 
advantage thereof and subscribing to a service. 

For the consumer, accepting that the promotions are meant to give them value for 
money, retain them and also get new ones on board would increase their adoption rate 
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and also enable them to make an informed decision, among other factors, when 
considering a mobile telecommunication service provider. 

 

Keywords:  Consumers, sales promotions, marketing communications, customer base, 
service providers 
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CHAPTER 1 

INTRODUCTION 

1.1 Background information 

Ghana is one of few African countries with a vastly liberalized telecom market. It led the 
way in telecommunications liberalization and deregulation in Africa when it privatized 
Ghana Telecom in 1996. 
 
Since launching the first cellular mobile network in sub-Saharan Africa in 1992, Ghana 
has become one of the continent’s most vibrant mobile markets with now five competing 
operators, including regional heavyweights MTN, Vodafone, Airtel, Expresso and 
Millicom (Operators of Tigo). The entry of Nigeria’s Globacom (Glo) as the sixth player 
in 2011 is expected to be aggressive and to sustain the strong growth generated by 
Airtel’s entry three years earlier. This, however, has come at the expense of the 
average revenue per user (ARPU) which has fallen below US$5 per month for some of 
the operators. At a market penetration of over 70%, opportunity continues to exist in the 
provision of basic voice services as well as third generation (3G) mobile broadband 
access, given the country’s poorly developed fixed-line infrastructure. Enormous 
potential in both subscriber and ARPU terms however, still exists for the provision of 3G 
mobile broadband services which have surpassed existing Asymmetric Digital 
Subscriber Line (ADSL) services within a few months of their launch in 2009 (Paul 
Budde, 2010). 
 
The recent highly competitive bidding in the privatisation of the country’s two fixed-line 
operators, which also hold mobile licences, indicates the huge potential that is seen in 
the market despite the already intense competition. Recently, the competition has 
become so intense that all telecom companies have become aggressive in their 
campaigns to solidify their customer base and to get a greater percentage of the market 
share.  

The ongoing rivalry has slowed down the grinding wheels against otherwise hitherto fast 
moving consumer products when it comes to price promotions and other marketing 
communications techniques. Telecom companies have literally taken over the airwaves 
and streets, flooding consumers with one promotion or another. 

A lot more of the consumers have subscribed to multiple networks and switch networks 
based on promotion dynamics. As the market reaches saturation, more of this is 
expected to happen and telecom operators are expected to increase aggressiveness on 
sales promotions. This was not the case few years back when communications was 
seen as the sole preserve of the middle to high class in the Ghanaian society and 
subscription to a telecom service was a luxury. During those periods, the concentration 
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was improving coverage, capacity, quality of service and quality of experience. In recent 
times, however, focus has been more on creating value proposition followed by a 
barrage of sales promotions related to voice and data products as well as short 
message services (SMS). 

It must be pointed out that sales promotion is an important aspect of the marketing mix. 
In the past five to six years, as more telecommunication operators began entering the 
Ghanaian market, and competition started becoming keen as a result, sales promotions 
have been used to build and position brands and appeal to various subscriber groups 
within the growing market. The country telecom network subscriber base has increased 
from as low as 4.9 million in 2006 to over 17 million in 2010.  
 
The telecom operators in Ghana have become more customer oriented and the 
promotions more customer focused. This new trend is expected to attract new 
customers and lead to a boost in sales. Already, there seems to be some fruits in that 
respect, as the telecom providers experience increase in market share and customer 
subscription. The table below show the trend in a three-year period between 2008 and 
2010.  
Companies experiencing positive growth have been seen to be very aggressive on 
promotions. 
 
MARKET SHARE DEC 08 DEC 09 DEC 10 

EXPRESSO 3.36% 1.71% 1.35% 

TIGO 24.65% 22.24% 22.58% 

MTN 54.88% 52.03% 49.23% 

VODAFONE 13.59% 13.87% 15.37% 

AIRTEL 2.29% 8.41% 9.90% 

Table 1.1: Market share between 2008 and 2010 
Source: Adapted from National Communications Authority Yearly report, 2010 
 
Apart from new subscriptions, the telecom companies also use price related sales 
promotions as the main tool for customer retention. 
Following this trend we seek to research on the effects of price promotions on building a 
customer base within the Ghanaian mobile Telecommunication industry, the topic for 
this research work. 
 

1.2 Problem discussion 

‘The voice market within the Ghanaian telecommunication industry is approaching 
saturation at more than 70% penetration’ (Paul Budde, 2010). Along with the growth in 
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the use of telecommunication products comes a very high degree of fragmented market. 
Within the past five years or so, different consumer groups have emerged, such as 
market women, commercial bus drivers (locally called trotro) and their assistants, as 
well as apprentices of diverse trades. Mobile telecommunication is therefore no more a 
preserve of the educated and the affluent, as it used to be some five years before. What 
makes this kind of market fragmentation even more complicated is the fact that most of 
these new consumers of mobile telecommunication products are stark illiterates. 
 
As the fragmentation of targeted audiences increases, marketing communication has 
become more challenging. And as Liew Z (2008) rightly puts it, “in a fragmented market 
with mutually exclusive market niches, consumer preferences and marketing and sales 
channels, economies of scale in manufacturing and distribution are meaningless. 
Narrowcasting replaces broadcasting, mass communication replaces mass production, 
a network of shifting affiliations replaces the rigid owned-branch system”. No matter how 
varied and fragmented a market is, marketing communication still remains one sure way 
used to position products and to notify consumers of its availability. Marketers of mobile 
telecommunication products have therefore shifted their communication technique 
efforts from emphasis on traditional broadcasting media as a means of communication 
to a more narrowcasting approach for reaching specific and carefully targeted audience. 
To them, communication has gone past just informing, to actions such as sponsorship, 
image redefinition, branding, sales promotions etc. Communication techniques have 
become a set of purposive activities. 
 
 
There is an increasing pressure on mobile telecommunications companies in Ghana to 
constantly promote their brands, either in response to competitors, or as organizational 
strategic positioning within the industry. Whatever the reason, price related promotional 
activities have become part of the Ghanaian telecommunication framework, and seems 
to be the main wheel under which the industry will be moving in the foreseeable future, 
unless another trend, or strategy evolves. For now, we hear of free night calls (locally 
referred to as ‘anadwo ye de’ – night is sweet), where a subscriber can call another 
subscriber of the same network and talk for free throughout the night. Depending on the 
network, the calling subscriber should have a minimum amount of credit left, or should 
have used a certain minimum amount of credit during the day. There is also free SMS, 
where a subscriber enjoys free txt to subscribers of same network, after recharging their 
credit with a certain amount of call credit. Some networks also offer bonus credit to their 
subscribers. The amount of the bonus depends on how much a subscriber recharges 
their credit or how much credit they use within a set time limit. Some networks allow the 
bonus credit to be used for inter network calls, while others restrict their use to calls 
within the same network. There is what some network operators call magic numbers, 
where a subscriber registers another subscriber’s number, pays a particular amount at 
the time of registration, and calls that number for ‘free’ throughout the agreed period of 
registration (mostly one month). These are all examples of price related promotions 
because they affect how much a subscriber pays for a call or SMS, determine how 
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many minutes of voice calls a subscriber can make and/or how many SMS he can send 
with a particular amount of recharge credit. 
We expect the price competition to continue beyond 2011. This will possibly become 
more intense after the likely arrival of sixth operator Glo Mobile Ghana, resulting in 
increased mobile penetration in the country 
 
Unfortunately, today’s products in the mobile telecommunication business in Ghana are 
similar in design, price and performance in terms of core benefits to users and 
consumers. Therefore, the various marketing communication strategies (such as the 
ones listed above) are similar in content, and sometimes, a direct copy of a competitor’s 
message, with little or no variation. This leaves the neutral onlooker to wonder whether 
these marketing efforts are able to achieve the main purpose of increasing subscription 
base, or they rather leave the targeted audience confused and in dilemma as to which 
mobile telecom operator they should subscribe to. 
 
It is worth mentioning that people tend to relate differently when they take advantage of 
a promotion and may not necessarily have a favourable attitude for the product or 
brand. This unfavourable attitude towards promotions could have an adverse effect on 
the impact of the brand being promoted. Authors Narasimhan et al, 2008, suggest that 
sales promotions could rather have a negative effect depending on how they are rolled 
out and the monitoring procedures put in place by management, as well as how the 
target audience perceives the underlining purpose. 
 
It is typical of price promotions to enhance value and further create an economic 
incentive to purchase. However, if the consumers associate promotions with inferior 
quality, then, to the extent that quality is important, a price promotion might not achieve 
the extent of sales increase the economic incentive otherwise might have produced 
(Priya Raghubir and Kim Corfman, 1999). To this end, the promotion may have a 
negative impact on brand loyalty. If the quality of the product is questionable promotions 
tend to be useless. Furthermore, if the product from the competition is seen as better 
together with better support services, it will lead to little outcome from the promotions. 
 
To some extent people rarely purchase an unfamiliar product just because the price is 
good. In this regard, some may argue that price promotion does not increase subscriber 
base as it largely loyal customers taking advantage thereof. 
 
Thus, some relate a discount in product pricing to low quality and hence that tends to 
decrease the appeal the product may have on them. Yet, others also see price 
promotions as attractive and motivational enough to the extent that it increases their 
appeal for the product. 
 
We can relate three key issues dealing with the effects of price promotions: 

1. The timing and introduction of the promotion 
2. How consumers have perceived promotions from the company in the past 
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3. How different the promotion is from the one being run by the competition? 
 
Noting that price promotions are used to a large extent to increase subscriber base in 
most competitive markets and when applied wrongly may have serious repercussions 
on products and brands as a whole, we, through this thesis, seek to verify the effects of 
these promotions on subscription and building a customer base within the Ghanaian 
mobile telecommunication industry. 
 
 

1.3 Problem formulation and purpose 

Research shows that price promotions always lead to increase in sales during the 
promotion period (E.g. Narasimhan et al, 2008). According to Narasimhan, a marketing 
professor at the Olin Business School at Washington University in St. Louis, and fellow 
researchers Tat Chan, associate professor of marketing, and Qin Zhang, assistant 
professor of marketing at the University of Texas at Dallas, “managers can be overly 
focused on losing market share and get caught up in a mindless cycle of discounting, 
without regard to the implications of their actions” (Narasimhan et al, 2008). 

As have been recounted earlier there are quite a number of telecom service providers 
who have to sell the services and goods they produce. They are competing for the 
same customers and as such try to present their products in some attractive way. In 
rolling out a promotion one puts in an elaborate plan to assure that the money spent on 
promotion are worth the effort and the subsequent results. Following the promotional 
trends we see that they are similar in design and they have become more rampant than 
before. It goes without saying that notwithstanding the promotions there is likely refusal 
of a product by the market when it is linked to inferior quality. Price promotion tends to 
kill a bad brand quickly. 
 
With all these in mind we would want to know the implications of these incessant, 
copycat promotions on the Ghanaian consumers of mobile telecom products. The thesis 
seeks to investigate the relationship which exists between price promotions and building 
a subscription base within the Ghanaian Mobile Telecommunication sector. The 
research question is; 
What are the effects of price promotions on building a customer base within the 
Ghanaian mobile telecommunication industry?  

 

1.4 De-limitations  

The study intends to answer the question of how price related promotions affect 
subscription base. The research does not consider the effects of increased demand, 
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increased competition and other promotional activities such as television 
advertisements, radio, magazines, newspaper advertisements, billboards, posters, 
sponsorships, public relations, personal selling etc. This is basically due to time 
constraints. 

Also, it is known that price promotions affect customer loyalty in the long term (either 
positively or negatively) depending on how the promotion is rolled out and 
communicated to the target audience. This research does not consider the long term 
effects of promotions. This is because we would not have the time to study the trend of 
promotions and subscription over a long period of time, and extrapolate, using statistical 
inferences. It will be an important research area for another researcher or group of 
researchers. 

Lastly, the selection of products delimits this research to only mobile 
telecommunications. It does not consider fixed line or broadband. The research is also 
delimited to only 5 years back. It does not consider any future actions taken by the 
telecommunication companies. 

 

1.5 Thesis structure 

The thesis is structured into six chapters. Each chapter deals with a specific broad area 
of the topic, and is subdivided into smaller sections for easy reading. 
Chapter one is the general introduction to the thesis. It deals with the background to the 
thesis, problem discussion, objectives, research methodology, scope and significance. 
Chapter two deals with the overview of the current theory and research, related to the 
topic of marketing communication techniques in general and sales promotions in 
particular. Chapter three discusses the methodology used in data collection. Chapter 
four deals with results of the study. Chapter five gives the detail analysis, presentation 
and discussions of the results and assesses the impact of promotions on 
telecommunication network growth, and finally chapter six caters for summary and 
implications of the study as well as suggestions or recommendations and conclusions. 
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CHAPTER 2  

THEORY 

2.1 Introduction 
 

In conducting a research into the effects of sales promotions on subscriber base it is 
important to review what has been said in the past in respect of sales promotions. We 
also look at how it has been defined by various researchers and experts  

Price promotion is generally seen as a sales promotion based on a price discount offer. 
It could be made up of extra value, benefits of money off, free volume or additional or 
value to ensure gaining more for less. There are several other definitions one can find 
and few are listed below. This chapter further gives an overview of sales promotions, 
delves into the rationale for sales promotion and evaluates the effects of sales 
promotion on customer base. 
 

Don E. Schultz et al (1998) defined sales promotion as that which “gives consumers a 
short term incentive to purchase a product”. 
 
This definition suggests that price promotion has a short-lived effect on sales, and goes 
a long way to corroborate the theories of authors who posit that promotion do not help in 
the long run. Taken from the argument of Don E. Schultz et al, it implies that if the 
effects of promotional activities are to be felt in the long run, then there must be a 
strategy in place to constantly have a promotion running. 
 
The ‘boost’ that promotional activities bring unto a brand could either be short lived, as 
suggested by Don E Schultz et al, or could have a long term strategic and economic 
effect on the brand, as suggested by Smith et al (2005). The word ‘activity’ suggests 
that promotion can be in various forms, depending on the strategy of the firm in 
question, and the market they wish to reach. 

We believe the above definition is more dynamic, and lends itself to the purpose of price 
related promotional activities better than the two before it. Given the fact that 
promotional activities are not only meant to increase sales, but also usage and trial of a 
product, it puts the focus of the promotion on the consumer rather than on the firm that 
rolls it out. If this position of customer focus is assumed, the effects of price promotional 
activities will be much, and will last longer than it is known to be. 
 
We see from all the definitions that sales promotion is about stimulating consumers to 
affect their purchasing patterns. More than any other element of the promotional mix, 
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sales promotion is about ‘action’. It is not designed to be informative – a role which 
advertising is much better suited to. 
 
In effect sales promotion is the element of the promotional mix that is aimed at 
increasing the volume of products sold. 
 
 
2.2 Sales Promotions: an overview 
 
Owing to the increasingly stiff competition in the market place, many service providers 
and retailers have launched a myriad of promotional campaigns to enable them survive 
or give their business a boost. Daily as we see around us, price promotion is more often 
than not used to promote products and boost sale. 
 
Sales promotion offers a direct inducement to act by providing extra worth over and 
above what is built into the product at its normal price. These temporary inducements 
are offered usually at a time and place where the buying decision is made. Not only are 
sales promotions very common in the current competitive market conditions, they are 
increasing at a fast pace. These promotions are direct inducements. In spite of the 
directness, sales promotions are fairly complicated and a rich tool of marketing with 
innumerable creative possibilities limited only by the imagination of promotion planners. 
Sales promotion is often referred to by the names of ‘extra purchase value’ and ‘below-
the-line selling’ 
 
In their book, Sales Promotion: How to create, implement and integrate campaigns that 
really work (2008), Roddy Mullin and Julian Cummins state it this way; “In this world of 
choice, a good sales promotion will stop customers for a while, cause them to think 
about a brand and product, and if it has the right impact, move them to make a 
decision…”. This implies that if a sales promotion fails to make the right impact on the 
targeted customers, the consumers would not be moved to make a positive decision. 
 
As consumers become more and more sophisticated, so have marketers in their bid to 
persuade buyers and increase market share of whatever product or service they offer. 
The persuasion comes in the form of increased public relation activity, a free-sample 
campaign, offering free gifts or trading stamps, arranging demonstrations or exhibitions, 
setting up competitions with attractive prizes, temporary price reductions ‘buy one get 
one free’ etc. Used appropriately, these ‘Promotional activities’, as they are known in 
marketing, “create a greater level of immediate response than any other marketing 
communication activity” (Tony Yeshun, 2006).  
 
Sales promotions have been traditionally viewed as non-recurrent marketing activity. 
However, the current marketing terrain of incessant promotional activities suggest 
otherwise. The reality is that sales promotions have become an all too common and 
almost daily activity. 
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Rossiter and Percy (1997) make a distinction between advertising and promotion, 
emphasizing their strategic characteristics. Advertising, according to them, are 
strategically aimed at building brand awareness and positive brand attitudes, leading to 
strong brand equity while promotions are strategically aimed at driving short term sales 
or brand usage. When people think about promotions, says Rossiter and Percy (1997) 
they are thinking about what has traditionally been called sales promotions, and 
specifically, some incentive for immediate action. Sales promotion is generally defined 
along the lines of any direct purchasing incentive, reward, or promise that is offered to 
the target audience for the purpose of making a specific purchase or taking a specific 
action that will benefit those responding to the promotion (Rossiter and Percy, 1997). 
Although this thesis considers sales promotion used in this traditional way (with specific 
emphasis on price promotions), we are quick to say that promotion can also be thought 
of as part of marketing communication to help speed up the decision process whether 
or not an incentive is involved (as in advertising campaigns, telemarketing, personal 
letters, demonstrations and exhibitions etc.). 
 
Sales promotions (as defined in its traditional form) are generally divided into two broad 
categories (various: Mullin and Cummins 2008, Kotler 2003, Rossiter and Percy 1997 
etc): immediate reward promotions and delayed reward promotions. Immediate reward 
promotions are offers that provide something immediate, such as price reduction, bonus 
pack, free gift etc. Delayed reward promotions defer the benefit of the promotions and 
usually require the target audience to do something before they receive the reward of 
the promotion. This could include raffle draws, refund offers that require proof of 
purchase etc. 

Sales promotions targeted at the consumer are called consumer sales promotions. This 

may include the following: 
• Price deal: A temporary reduction in the price;   
• Loyal Reward Program;  Price-pack deal: The packaging offers a consumer a 

certain percentage more of the product for the same price;   
• Coupons: coupons have become a standard mechanism for sales promotions;   
• Contests/sweepstakes/games: The consumer is automatically entered into the 

event by purchasing the product. 

In Ghana, sales promotions in the telecom industry are largely consumer sales 
promotions and the techniques that often pertain are price-off deals or price discounts 
as well as bonus pack. Price deals seem to be probably the most commonly used 
promotional techniques. A price deal for a customer means a reduction in the price of 
the promoted product and the consumer saves money on purchase. The bonus pack or 
value pack, on the other hand, an additional quantity of the same product is offered free 
when the regular package or size of the product is purchased at the regular price. 
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Sales promotions targeted at retailers and wholesale are called trade sales promotions. 

Examples being: 

• Trade allowances: short term incentive offered to induce a retailer to stock up on 

a product. 

• Dealer loader: An incentive given to induce a retailer to purchase and display a 

product. 

• Trade contest: A contest to reward retailers that sell the most products. 
 
Philip Kotler (2003) also observes that sales promotion has 3 distinctive characteristics 
which could be contributing factors to the method’s popularity in recent times; 
Communication, Incentive and Invitation. According to him, Communication gains 
attention and usually provides information that may lead the customer to the product; 
Incentive incorporates some concession, inducement, or contribution that gives value to 
the consumer, while Invitation include a distinct invitation to engage in the transaction 
now (offer valid till …or till stocks last). 
 
Other researchers (eg Schultz/Robinson/Petrison 1998, Mullin/Cummins, 2008) also 
agree on the factors contributing to the tremendous growth in sales promotions. 
1.1 Sales promotions produce results: Marketers often get more immediate result with 

sales promotions than with any other marketing activity. 
2.1 There is an increasing pressure to achieve short term growth: The fortunes of 

brands and companies are increasingly volatile. Sales promotions can be devised 
and implemented and take effect far more quickly than other forms of marketing. 

3.1 Customers look for more from the brands they buy: Sales promotion offers novelty, 
excitement, and humor at the point of purchase, which customers respond to. 
Trying to awareness of and a positive attitude to a brand by means of advertising is 
seen as less effective than encouraging a sale that may lead on to just the positive 
attitude to the brand. 

4.1 TV audiences are fragmenting as the number of channels are grows, making it 
more expensive to reach certain audiences. 

5.1 The growth in the sheer number of competing brands is leading people to switch off 
from many of the advertising messages beamed at them. 

 
Aside the above factors, researchers Don E. Schultz, William A. Robinson, Lisa 
Petrison (1998) found out that sales promotion is able to have an instant result because 
it alters the price/value relationship that the product offers the buyer.  This means that 
consumers get a better deal and therefore have a better reason to purchase the 
product. They also state that sales promotions have residual market value; that is there 
may be a long term effect on the brand franchise after the promotion is over; and that 
sales promotion may also have an effect on the relationship value of the brand. That is, 
on how positively or negatively consumers feel about a particular product or brand. 



MASTER THESIS IN BUSINESS ADMINISTRATION� �

 ��
�

 
These types of long term effect from sales promotions have usually been viewed as 
negative, with some researchers (eg Peter Doyle 2008, Tat Chan/Narasimhan et al, 
2008, Don E. Schultz, William A. Robinson, Lisa Petrison 2008, Mullin, Julian Cummins 
2008 etc.) believing that too much promotions detracts from the long term value of the 
brand. 
 
Critics of sales promotion have intimated that sales promotions do have impact on the 
brand loyalty and brand equity, yet it is not the only thing that impacts brand loyalty and 
brand equity. If the product is of no good quality-sales promotion will be useless. If the 
competitors present better products, support services for that product etc., sales 
promotion will once again lead to little result. If products are generic, sales promotion is 
not likely to make much impact on brand loyalty and brand equity. Sales promotion can 
be compared to the brand loyalty and brand equity in a manner that it connects the 
customers with the company by prompting them for some action. The customers 
develop brand loyalty over a period of repetitive buying, thus one can make a 
reasonable speculation that sales promotion has a direct influence on sales loyalty. 
 
In a nutshell sales promotion process puts together a detailed arrangement to give the 
surety that there would be good return on investment in relation to the promotion and 
that it’s worth the while. 
The process or steps below is typical of any sales promotion: 
�

• Encoding. The promotional message is put and delivered to the target audience in 
the form of symbols. These symbols usually are time bound and show some benefit to 
the target market (Neslin, 46). 

• Decoding. The promotional message in the encoded form is received by the 
potential customer and is interpreted according to their frames of reference. One should 
understand that the same “sales promotion message might be interpreted differently by 
different people” (Hopkins, 186). 

• Response. After the message is decoded the customer/potential customer forms 
his/her opinion on the given matter. Response is usually represented by the desire to 
buy/not to buy a given product/service. 

• Feedback. After the sales promotion has been initiated the company then collects 
feedback in the form of increased/decreased sales, customer calls, online orders etc. 
�
In order for the sales promotion campaign to become successful, the company/sender 
needs to understand the following (Schultz, 90): 
 

• What audience is likely to buy our products? 

• What responses need to be achieved? 

• How the target group will decode our message? 



MASTER THESIS IN BUSINESS ADMINISTRATION� �

 ��
�

• What media should one use to properly deliver sales promotion message.�

 
 
2.3 Rationales for price promotions 
 

Literature on the rationale for discounts or price promotions is not hard to find. Most of 
the authors (Peter Doyle 2008, Yeshun, 2006, Tat Chan/Narasimhan et al, 2008, Don E. 
Schultz, William A. Robinson, Lisa Petrison 2008, Mullin, Julian Cummins 2008 etc.) 
agree on the fact that there are few basic reasons why managers roll out price 
promotions. This may be related to the market dynamics or consumer behavior. 

There are always pressures on managers to reduce price. Sometimes, price cuts are 
used proactively to increase the firm’s dominance in the industry. This may be 
particularly appealing if the firm believes that greater market share offers economies of 
scale or experience-curve advantages (Peter Doyle, 2008). The increasingly 
competitive market within which most companies operate makes it almost imperative for 
them to find means of survival (Yeshun, 2006). This is true for Telecom Companies in 
Ghana where competition is so keen. Sales promotion is one good strategy for 
producing quick, short-term, positive results. Managers roll out price promotions to 
attract new users to their brand and/or for gaining additional business from existing 
customers, thus increasing their market share. 

Aside increasing market share, price promotions are also used to increase volume of 
sales at a particular period, especially when sales are perceived to have gone down. 
This is consistent with the primary aim of price promotional messages which are mainly 
framed to induce action-now. It ends up inducing present customers to buy more. 

Price promotions (or discounts) are used to discourage brand switching (by users) and 
new product launch (by competitors) (Steve Smith and Don Schultz, 2005). Timely 
promotions (discounts) can keep consumers from trying a new brand or can keep the 
wind out of a competitor’s grand opening.  Simply put sales promotions may be 
undertaken to meet competition from a firm such that when a competitor launches a 
particular promotion, another competing firm may be literally forced to introduce their 
own promotion as well. Smith et al (2005) emphasizes that if discounts load consumers, 
demand falls when the competitor arrives. Thus, managers often regard price promotion 
as an essential tool for introducing a new product (Bass 1980; Spatt 1981). 

Smith et al (2005) also attributes the rationale for price promotions to what they call trial. 
Motivating consumers to try a product or switch is crucial to conversion. 
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Fifthly, promotions may arise if retailers are uncertain regarding the level of demand so 
must reduce prices in order to attract enough customers to clear their inventory 
(Rothschild 1974; Lazear 1986; Pashigian 1988). 

Each of these rationales, though unique in their own right, have the long term effect of 
increasing market share and increase sales volume, discouraging brand switching 
thereby retaining customers, and whipping interest in consumers to patronize the 
product more. 

 

2.4 Empirical Studies on the effects of price promotions 
 
There were 17.437mn mobile subscribers in Ghana at the end of December 2010, 
according to figures from the NCA. This represented overall growth of 15.4% in 2010. 
This high growth followed increased subscriber uptake from lower call tariffs introduced 
by operators in mid-2010. Ghana’s mobile operators introduced promotional offers and 
cut mobile tariffs to attract new customers following the introduction of mandatory SIM 
registration in June 2010. Some service providers stirred up price competition in the 
market by slashing tariffs in line with their mother company or group’s low margin and 
high volume strategy across their operations for most part of African. Other operators 
joined in the price competition and we believe this is largely responsible for the strong 
subscriber uptake recorded in the latter part of 2010. This trend confirms results of 
studies made on effects of sales promotion. 

 
It is well known that consumers respond positively to short-term price promotions. 
Because different consumers respond to promotions differently, researchers have 
developed consumer-level models to understand the heterogeneity in purchase 
behaviour. Following the seminal work of Guadagni and Little (1983), researchers (e.g., 
Bell, Chiang, and Padmanabhan 1999; Bucklin, Gupta, and Siddarth 1998; Chiang 
1991; Chintagunta 1993; Gupta 1988) have explored the effects of price promotions and 
have decomposed the short-term effects into brand switching, purchase acceleration, 
and an increase in purchase quantity. All this research has assumed that the 
consumption rates are invariant to changes in prices. However, recent research has 
shown that consumption rates are also affected positively by price promotions (Ailawadi 
and Neslin 1998; Bell, Iyer, and Padmanabhan 2002; Sun 2005). The increase in 
consumption rate could be due to cross-category substitution as well as to a desire to 
consume more in the category. The latter effect may be caused by an income effect due 
to a lower price or may simply be induced by having a larger inventory. 
 
Gupta (1988) was the first to categorise the promotional responses into brand switching, 
purchase (incidence) acceleration, and stockpiling effects using household-level data in 
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the coffee category. He found that the dominant force was brand switching, accounting 
for 84% of the change in response, whereas purchase acceleration accounted for 14% 
and stockpiling accounted for 2%. Similar results were reported in Chiang (1991) and in 
Bell, Chiang, and Padmanabhan’s (1999) cross-category study. Van Heerde, Gupta, 
and Wittink (2003) propose a different categorisation measure based on unit sales. Sun, 
Neslin, and Srinivasan (2003) find that the brand-switching elasticities are 
overestimated in reduced-form models, and to correct for this bias, they develop a 
dynamic structural model that accommodates consumers’ forward-looking behaviour 
under promotion uncertainty. 
 
Some studies in the literature (eg. Foekens, Leeflang, and Wittink 1999; Jedidi, Mela, 
and Gupta 1999) argue a negative long term impact of price promotions on base sales  
while others have argued it to be profitable in the long run (Kopalle, Mela, and Marsh 
1999; Pauwels, Hanssens, and Siddarth 2002). However, most of these authors (e.g. 
Davis/Inman/McAlister 1992, Narasimhan/Neslin/Sen 1996) agree on the short term 
positive effects that price promotion has on volume of sales. 
 
Price sensitive consumers compare prices of several similar products and form their 
opinion on pricing regimes and the values that go along with it. Sales promotion offers 
the benefit of clearing the price-value perception and rather presents a lower price and 
better value proposition (Smith et al, 2005). 
 
It is important to note that some empirical studies of price promotion measure the effect 
of sales along several different dimensions.  For instance, Blattberg, Eppen, and 
Lieberman (1981), Neslin, Henderson and Quelch (1985), and Bucklin and Gupta 
(1992) each estimate the effect of promotion on some type of consumer choice – what 
brand to choose, how much to buy, or when to buy it. 

We see that impact on sales comes from increased purchase volumes and also 
increase in purchase relative to brand switching.  

Another group of studies evaluate whether price promotions change consumer 
decisions in the future, such as a brand loyalty or price sensitivity (Lattin and Bucklin 
1989; Guadagni and Little 1983) and find that frequent promotions tend to reduce 
consumers’ sensitivity of price-response as they come to expect and anticipate periodic 
price reductions (Timothy J. Richards, Paul M. Patterson, and Luis Padilla, 2003) 

 
Another empirical effect is the fact that sales promotion presents a product for 
immediate sale and more often than not contributes to a large extent to profits (Peter 
Doyle 2008, Smith et al 2005). Thus, sales promotion tends to add to the basic value 
proposition behind a product (i.e., getting more for less) for a limited time, the effect of 
which is seen in increased purchasing by consumer.  
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Sales promotions have a considerably great effect on consumer behaviour. Since it is 
short term, consumers have the tendency to purchase due to the promotion, without 
having to compare prices of substitutes or alternatives knowing very well that the offer 
from the promotion is normally valid while stock lasts – a typical buzz word usually 
associated with promotions (Lisa Petrison 2008, Mullin, Julian Cummins 2008). 

In spite of the great benefits aforementioned, there are some limitations too. Some 
limitations related to sales promotion range from bad product and incompetent sales 
and marketing team to poor advert. Once a product is bad and poor advert is run and 
there are no competent teams on top of a product, one would not expect any successful 
price promotion. In fact, price promotion is not a cure for a product widely perceived by 
consumers as poor in quality (Peter Doyle 2008, Smith et al 2005). Therefore, 
customers may not be willing to purchase the product, maybe never, if they find out that 
after all the product is of poor quality or does not meet their anticipated expectations. 

Secondly, from a managerial perspective it is crucial whether promotions increase or 
decrease brand loyalty. Managers hope that price promotions encourage brand loyalty, 
but recent research shows that price promotions, especially temporary price reductions, 
reduce brand loyalty (e.g. Papatla/Krishnamurthi 1996, Briesch et al. 1997, 
Mazumdar/Papatla 2000). When consumers anticipate sales promotion, with its 
attendant price reductions, they may end up waiting for the ‘golden opportunity’.  

Thirdly, with increased competition and sales promotions here and there, the purpose 
might be defeated as the consumer, though king, may be left in a confused state (Philip 
Kotler 2003). The competition would always want to counter what is happening on the 
market. One must note that if a promotion is successful, chances are that the particular 
promotion will be imitated by the competitor.  

Another negative effect worthy of note is the time frame for sales promotions. We have 
highlighted time and again that price promotion is for a specified period of time, normally 
short-term. Therefore if the desired results are not achieved in respect of increasing 
profit margins or increase in customer base, it could be considered as money wasted. 

Overall, it is not clear whether the positive effect dominates the negative effect on base 
sales, and thus a large-scale generalization seems necessary. In contrast, discounting 
policies are typically found to decrease price elasticities (make them more negative) by 
focusing consumers’ attention on price-oriented cues (Boulding, Lee, and Staelin 1994; 
Mela, Gupta, and Lehmann 1997; Papatla and Krishnamurthi 1996; Pauwels, 
Hanssens, and Siddarth 2002). 
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Results of any activity within a business setting are measured based on specific set 
goals and targets. Researcher Umesh Jagushte (2011) indicates three main ways by 
which firms usually measure the performance of their promotions: pretesting, concurrent 
testing and post testing and that the best way of measuring the effect of sales 
promotions is by comparing sales figures at the beginning of the promotion to the sales 
at the end of the promotions and one month after the promotion. 

Sales promotion becomes necessary to sustain a market share. However, at a laggard 
stage, the markets may shrink. Unless appropriate steps are taken, a company may find 
that the market may be slipping away for his product. Thus, the market share should not 
decline after a higher level of sale has been attained following a promotion. The 
sustaining promotional strategy stabilizes the market share. Sales force promotion by 
way of bonus and other incentives many contain the market from slipping away. Steps 
are taken to prevent the sales force from going across to the competitors. Brand loyalty 
of customers is fostered and reinforced. 
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CHAPTER 3 

METHODOLOGY 

3.1 Introduction 
 
Research studies available on price promotions use mostly a quantitative approach in 
data gathering (such as Warren S Grimes 2010, Steve Smith, Don E. Schultz 2005, 
Narasimhan et al 2008 etc.). Qualitative data is mostly used to support quantitative data 
collected for a holistic analysis (Narasimhan, 2008). 
“It is not unusual for a researcher to switch between the two main approaches of data 
collection, namely qualitative and quantitative methods, even when one style has been 
specifically chosen for use” (Bell, 2005). 
 
This research uses a blend of both qualitative and quantitative methods of data 
collection. Data collected from customers shall mainly be qualitative.  
 
Qualitative and quantitative researches are two methods available for researchers to 
apply to their research paradigms (Guba and Lincoln, 1994), and both of them have 
explicitly distinct characteristics. Qualitative research method mainly produces the 
meaning from social members in order to represent their life experience, and it puts 
emphasis on naturally constructed reality, by contrast, quantitative research method 
puts the scientific meanings into social actors to illustrate the hypothesis of the reality 
(Schutz, 1973; Gephart, 2004).  

Furthermore, qualitative research method is involved with words, talk and texts, which 
creates a valuable representation of people’s everyday life (Gephart, 2004). 

Using a combination of interview, paper questionnaire and online surveys we collected 
dataset that portrayed how important telecom operator and consumers viewed 
promotions. Our data was later summarized and presented using a collection of tables 
and graphs in subsequent chapters. 
 
3.2 Hypotheses 
 

Conventional price promotion theories (as discussed above) indicate that price 
promotions are widely used to increase sales. They serve as economic motivators for 
consumers to buy more products. More so, price promotions, according to research, 
can have an impact on consumers’ product choices, buying time and the volume of 
products they buy. 
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Most researchers argue that the effect of price promotions is short-lived (eg Papatla/ 
Krishnamurthi 1996, Briesch et al. 1997, Mazumdar/Papatla 2000). These theorists 
base their arguments on the fact that price promotions mostly lead to stockpiling that 
undercut the need for more purchases once the promotions are over, thus reducing 
brand loyalty. 

On the other hand, other researchers (see Raghubir/Corfman 1999 and Pliina, 2004) 
argue that price promotions can enhance customers’ repurchase intentions when they 
are attracted to try the promoted product and feel satisfied with it. Levine (1989) also 
lends his support to this later conclusion, arguing that when properly planned and 
implemented, price promotions are useful mechanisms to expand market share. 
 
It can be deduced from the two arguments that there is no clear conclusion regarding 
the effects of price promotions. We shall therefore predict the following hypotheses for 
our study: 
 
Hypothesis 1: Price promotion in mobile telecommunication increases the rate of 
subscription 
 
To test the first hypothesis, we shall study the trend in subscription within the two 
periods. That is, when the telecommunication firms run promotions on one hand, and 
periods when there are no price related promotions on the other hand. We shall then 
compare the two subscription rates and either reject or accept the hypothesis. 
 
Hypothesis 2: The longer the period of price promotion, the higher the rate of 

subscription within the period. 
 
To reduce the perceived long term negative effects of price related promotional 
activities, telecom providers are engaged in unending promotions. That is, they either 
increase the length of offering of a particular promotion, or roll out different promotions 
in quick succession. Our second hypothesis seeks to test the effectiveness or otherwise 
of this trend especially the practice of intentionally increasing the length of period of a 
particular promotion. Does the length of time for a particular promotion really matter? To 
what extent does it or does it not matter? To answer this question, we shall consider the 
average period of a typical promotion within the industry, and measure it against 
increased periods, and assess the effects on subscription. 
 
We hope that the outcome of our study would be of great importance to 
telecommunication companies in Ghana to understand price promotional issues so as 
to improve the effectiveness of their promotion activities. 
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3.3 Research design 
 

In organising the research, we formulate and define a research problem. This is to focus 
the research process so that conclusions can be drawn reflecting the real world in the 
best possible way. 

Our research question: “How do price related promotions affect subscription within 
the Ghanaian Telecommunication industry?”, involves developing causal 
explanations. Causal explanations argue that phenomenon Y (building a customer base 
in the Ghanaian Telecommunication industry) is affected by phenomenon X (price 
promotions). 

Research theorists posit that causal relationship could be simple (direct or indirect) or 
complex. For instance, price promotion could have a direct casual relationship with 
market share (building a customer base). The relationship could also be indirect, or a 
chain of factors such as price promotion leading to brand switching which in turn affects 
market share. Most researches on price promotions find a causal chain of relationship 
between price promotions and market share (see Papatla and Krishnamurthi, 1996; 
Briesch et al. 1997; Mazumdar, Papatla, 2000; on one hand, and Raghubir and 
Corfman 1999; Pliina, 2004). This is expected since price promotions causes brand 
switching, purchase acceleration, and an increase in purchase quantity, which 
eventually culminates in an effect on market share (or customer base) in the long term 
either negatively or positively. Therefore, in our bid to research the effects of price 
promotions on market share within the Ghanaian telecommunication industry, we 
cannot rule out the fact that there could be a chain of causal relationship between the 
two phenomena. The research design therefore puts this relationship into consideration 
in order to increase the validity and reliability of the final results and conclusions. 
 
Causation can be thought of as being either deterministic or probabilistic. Deterministic 
causation is where price promotion invariably affects market share. That is, where there 
is price promotion, market share will necessarily, invariably, inevitably be affected (Cook 
and Campbell, 1979). This approach seeks to establish a causal law. Scientifically, 
however, laws will always state the conditions under which they are valid. Therefore, the 
deterministic version of the relationship between price promotions and market share 
could state that other things being equal (increased demand, increased competition 
etc.) price promotion will affect market share. In today’s competitive business 
environment, it is hard to conceive of any phenomenon that will invariably cause a given 
outcome even if a fairly tight set of conditions are met. 
 
For this matter, most causal events are explained in probabilistic terms (Suppes, 1970). 
That is, researchers try to explain the fact that price promotions increases (or 
decreases) the probability of market share being affected. We can improve probabilistic 
causal explanation by specifying the conditions under which price promotions affect 
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market share, but we can never be able to achieve complete or deterministic 
explanations. In other words, we can reach a conclusion that price promotions will 
increase the likelihood of market share being affected, but we can never be certain 
about outcomes. Our research is hence designed with this probabilistic causal 
explanation in mind, rather than a deterministic explanation. 
 
With respect to the design, the questionnaire asks questions that are germane to the 
research question. To increase the reliability of the answers the questions have been 
simple with little risk for misunderstanding (Dahmström, 2011 p. 369). 
 
By and large, primary data source used for the purpose of information collection was 
customers.  
 
 
3.4 Method of data collection and sampling 
 
The thesis is based on primary data augmented by secondary data. Primary data was 
collected from the field through the application of questionnaire and personal interview 
methods. Nardi (2006) emphasizes how a 'well-written and manageable' survey 
questionnaire is key to achieving reliable and valid results. 
 
For us to best assess and compare the effectiveness of promotions from the telecom 
service provider on their customer base, interviewing of executives of the service 
provider and interaction with customers were imperative.  Paper and online surveys 
were administered to as many customers as possible to have a good view of the issue. 
It is a known fact that the online surveys are self-complete questionnaires, with no 
interviewer present with the tendency of manipulating a respondent’s answers. When 
collected online respondents feel they have greater anonymity, and are more likely to 
give truthful answers (Fowler, 2009). Fowler (2009) notes however that self-
administered surveys will produce results that skew towards members of the population 
that are more educated (read, write, computer literate). The combination of interviews, 
paper and online questions brought in some diversity. 

Denzin (cited in Mouton and Marais, 1993), coined the term ‘triangulation’ to refer to the 
use of multiple data sources, multiple methods, and multiple perspectives. According to 
Mouton and Marais, triangulation is likely to increase reliability, since the 
complementary nature of multiple data methods can counteract their respective 
shortcomings. We believe the approach will facilitate data collection to provide answers 
to the relationship between price promotions and building a sustained customer base. 
 
Determining the sample size helps in estimating the needed amount of data to correctly 
make decisions. Two online sample size calculators were deployed which both gave 
same results. 
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From the mobile subscriber base of about seventeen million and for 95% confidence 
with 5% margin of error, a sample size of 385 was considered.  
Using the method of simple random sampling, we sampled 315 respondents to whom 
we administered the questionnaire. Compared to the almost seventeen million users of 
mobile telecommunication, this sample size could be seen as not representative enough 
and as such was augmented with the online survey. Furthermore, we made sure 
respondents were from all market segments, including tertiary students, market women, 
artisans, corporate workers as well as house wives, giving each respondent a fair 
chance of being chosen for the study. 
 
For the in-depth interview, we allowed the head of the marketing department of 
Vodafone Ghana to choose one of his representatives for us, when we realised we 
could not talk to him personally due to his tight schedules. 
 

3.5 Questionnaire Administration 
 

We administered the questionnaires to collect primary data for the research work from 
consumers of mobile telecommunication products. The questions were crafted with the 
research questions, as well as the objective of the study in mind. Accordingly, the 
questions were intended to solicit answers from the respondents pertaining to their 
response to sales promotions, as well as their perceived importance of price related 
promotions in mobile telephony. Our target audiences were all users of mobile 
telephony resident in Ghana. We did not restrict responses from only Vodafone 
customers because our aim was to measure how all users of mobile telecommunication 
products Ghana perceive and evaluate the ongoing price related promotional frenzy. 

The questionnaire involved closed and open ended questions. The closed ended 
questions (Yes or No or few answers to choose from) were intended to limit the answers 
provided by respondents, and thus avoid gathering a very wide range of probably 
unrelated responses. The few open-ended questions allowed the respondents to make 
any responses they wished in their own words. Questions included how their 
subscription of a service provider’s service was influenced by the promotions that are 
ran and what kept them with their service provider, among others.  

In all, 315 printed survey questionnaires were administered together with the online 
survey via zoomerang.com. The survey returned 85 online respondents and 253 printed 
versions giving a total of 338. This represented 84.5% response rate 

Because the questionnaires were given to the respondents to answer at their own free 
time, it was not possible to ask more questions than it could be done with in-depth 
interview. Also the cost per person (both in terms of time and money) was less, so more 
people could be sampled. More so, questionnaire has the advantage of all respondents 
answering the same question, and will have the chance to look up information (if need 
be) to effectively respond to the questions. 
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However, one major setback is that anybody can respond to the questionnaire, and may 
not be the targeted audience. Further, the respondent takes responsibility for reading 
and answering the questions unlike in interviews. As researchers we then are faced with 
the clarity of the responses. This drawback was catered for by making sure the right 
people get the questionnaire through simple random sampling. 

 

3.5.1 In-depth interviews 
 
Face to face or in-depth interview method was also employed to gather information from 
representatives of the marketing department of Vodafone Ghana. The in-depth interview 
attempted to understand “a specific organizational reality and occurring phenomena 
from the perspective of those involved – thus trying to grasp it from the inside out. 
This method had the advantage of time saving. Also, follow up questions could be 
asked to clarify previous response and vice versa.�The interview was designed to be of 
both quantitative type; that is, with clear and well-structured options for answers and 
also qualitative type in which made for a more conversing type of interview; this allowed 
the interviewee to feel comfortable with us and give more honest and full answers to the 
questions given. 

Moreover, the face-to-face was also deployed for this research work having regard to 
the fact that since research resolved around price promotions the use of focus group 
interaction and interview would reveal real life experiences. Questionnaires alone may 
not give the real situation since some respondents are likely not to reveal how price-
sensitive they may be. Furthermore, interview is employed since it allows interviewers 
freedom in the question sequence and the flexibility can enhance the richness of the 
information (Robson, 1993; Denzin and Lincoln, 2000). Indeed, the interview per se is a 
process of interaction and some unexpectedly results may be uncovered through the 
extra questions asked by the researcher during the interview. Also, Silverman (2005) 
argues that interview with open-ended questions make it possible to gain the real 
understandings about peoples’ experience. Hence, the adoption of interviews, together 
with questionnaire administration, as way of gaining a comprehensive and new insight 
into customers’ purchase behaviour and response to promotions. 

It was important because it allowed the interviewee to discuss and shed light on other 
aspects of the telecom sector generally and promotions specifically that we had not 
thought about. �

By discussing the opportunities and pros and cons in relation to promotions offered and 
subscriber uptake and retention strategies, we were able to gain some understanding of 
the promotional offerings some perspective on the impact of the competition. 
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Interviews were scheduled with interview to the extent that it did not interfere with 
workers’ lunch or break times.   

It must be mentioned that qualitative data gathered from the questionnaire and 
interviews were used complementarily with quantitative data obtained from the National 
Communications Authority (Ghana) and Vodafone. Whiles the questionnaire sought to 
gather information from consumers of mobile telecommunication products, the interview 
obtained information about the types, frequency and length of time Vodafone rolled out 
promotions. Information from National Communications Authority, on the other hand, 
gave us insight into market share of the various telecommunication companies (from 
2006 to 2010), as well as their respective growth rates within the same period. 

 

3.6 Secondary data sources 
 

In addition to the qualitative/quantitative mix we have conducted key word searches of 
electronic databases using terms such as “sales promotions,” “marketing 
communications” “pricing” and “consumer behaviour.” We have studied some of the 
reference sections of those identified studies in search of additional empirical studies. 
Further, we conducted a manual search of leading journals in which articles addressing 
price related promotions could be located to assess the view of economic analysts 
(e.g., Journal of Marketing, Journal of Marketing Research, Journal of Research in 
Marketing, and Marketing Science). This will mainly be used to augment the 
aforementioned methods of data collection. Lastly, we sought for data from the website 
of the National Communications Authority of Ghana. 

 

3.7 Presentation and Analysis of results 

Qualitative and quantitative analysis of data collected shall be made. Content analyses 
of the data shall also be performed. Excel spread sheet shall be used to analyze the 
quantitative data obtained. Some of the data shall be presented in charts to enhance 
the presentation. Following these, conclusions can be drawn from comments/responses 
by the more than one responding consumers. Also, conclusions drawn from the 
interview data could be compared to previous results and related literature. A peer 
consultation among researchers shall be used to test and re-test the findings. 

In broad terms, a quantitative analysis of data obtained from Vodafone will be made to 
investigate the different kinds of price promotions which pertain in the 
telecommunication sector, ascertain whether sales promotions have direct effect on 
consumers’ choice of telecommunication network.  
 



MASTER THESIS IN BUSINESS ADMINISTRATION� �

�!�
�

Responses from structured interview questionnaires administered to selected 
individuals as outlined above, to obtain primary data, will be analysed to find out the 
consumers response to promotions and the reasons for the behaviour. Lastly, data 
obtained from face-to-face interaction with key personnel of the company under study, 
as well as personnel within the regulatory body, to verify what the key goals are when 
rolling out sales promotions. 
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CHAPTER FOUR 

PRESENTATION OF RESULTS 

4.1 Introduction 

This chapter deals with the presentation of results obtained from the study, as can be 
gleaned from the various responses to the questionnaires as well as data obtained from 
secondary sources. The results have been collated and presented in tables and graphs 
below. 

Customers formed bulk of our respondents because they are the main targets of price 
promotions rolled out by the telecommunication companies. The results thus stand in a 
better position to justify or rebuff the research hypotheses. 

There was also an in-depth interview with a representative of the consumer mobile unit 
of the marketing department of Vodafone Ghana. The interview centred on the types of 
price promotions they do, how often they are rolled out and the response rate in terms 
of subscriptions. 

4.2 Subscription growth rate of mobile telecommunication before and after 2006 

The figure below shows the steady growth of mobile telephony over the past years. 

�
Figure 4.1 Growth trends across networks  Source: Adapted from National Communications Authority 

Website 2011 
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Vodafone mobile started operation in Ghana in 2001 (as Onetouch) and rebranded to 
the current name when Vodafone UK acquired a majority stake in 2008. The table 
below shows the growth in subscription over the period under study (2006-2010). As 
was indicated earlier, Vodafone was aggressive on promotions and the end result is 
significant growth in subscriber base.  

Table 4.1: Growth in subscription between 2006 and 2010 

Year 2006 2007 2008 2009 2010 

subscription 877,016 1,234,779 1,592,451 2,132,119 2,722,364 

Source: adapted from National Communication Authority website, 2011 

 

The above table is graphically illustrated in the chart below: 

 

Figure 4.2 Growth trend in Vodafone subscriptions between 2006 and 2010 

Source: field survey, 2011 
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4.3 Background of respondents 

In order to have a credible data, it was important we found out how many of our 
respondents were using more than one mobile telecommunication network. It was to 
help us verify the percentage of respondents who were going with the trend of using 
more than one network, following the increased choice that is available to consumers of 
mobile telephony as a result of more service providers entering the market. 

The survey revealed that a majority of about 92.33% of respondents were subscribing to 
at least two mobile network providers, while just about 7.67% subscribe to only one 
service provider. This seems to suggest that majority of the ‘increase’ in subscription is 
actually as a result of the same subscribers pilling on different service providers for 
various reasons which came to bare from the next question. The results are 
summarised in the table below.  

 

 

 

 

 

 

 

 

 

Figure 4.3 Use of multiple networks 

�������	
���	�������	����	

For the purpose of clarity, a question of why respondents choose to subscribe to more 
than one telecom provider was posed. This was to ensure we did not make any 
unfounded generalisations but rather based our results on a viable argument. The 
responses obtained are presented in figure 4.4 below: 
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Figure 4.4 Reasons for use of multiple networks 

Source: field survey, 2011 

As expected, most respondents (42.7%) subscribe to multiple networks so as to avoid 
the perceived expensive rates of cross network calls. Followed closely to this group are 
the 32.58% respondents whose purpose is to make use of promotional offers (e.g. free 
SMS, bonus credits, discounted calls, free calls etc.) from each of the competing service 
providers. The last 24.72% did not fall into any of the previous two categories. 
Interestingly, apart from a handful of respondent who said they use the different 
numbers to call customers who would not answer calls from their familiar lines, the rest 
of the respondents who answered the ‘other’ option all had their reasons close to either 
of the first two options, but stated in different ways. 

To the respondents of the questionnaire, a question was asked about when each 
respondent started using mobile telecommunication. This was captured to ascertain the 
percentage of respondents who joined the mobile telecommunication frenzy within the 
period of our study (2006-2010), and to also measure the growth rate of subscription 
over the same period. It was found that only 23% of the respondents were already using 
mobile telecommunication between 1992 (when the first cellular phone was launched in 
Ghana) and 2005. This is represented by the bar ‘up to 2005’. The remaining 77% 
subscribed between 2006 and 2010. The results are summarised in the graph below. 
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Figure 4. 5 Yearly subscription by respondents 

Source: field survey, 2011 

 

4.4 Consumer perception of price promotions within the telecommunication 
sector 

Consumer perception is an effective way of assessing the impact of price promotions on 
market share. This is because by virtue of their position as direct beneficiaries of 
promotional activities, they are better enabled to make meaningful assessment of the 
effects of the numerous price promotions targeted at them. Figure 4.6 below represents 
information on the perception of consumers on the necessity or otherwise of price 
promotions in telecommunications. 
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Figure 4.6 Necessity of Price Promotions 

Source: field survey, 2011 

 

An overwhelming majority (81.25%) of respondents think it is necessary for 
telecommunication service providers to offer price incentives in the form of reduced call 
rates within a time period, free SMS, bonus credits etc. They believe such incentives 
help users to stay connected with loved ones for relatively longer periods, which 
reduces the rate at which they have to buy call cards or recharge vouchers. 

On the other hand, the 18.75% who think these offers are not necessary argue that 
service providers had better reduced their overall call rates than these offers which end 
up making users buy more call credits without knowing. They also consider quality of 
service, consistent connectivity as well as wider coverage more important than once-a-
while price reductions or bonus credits. 

 

4.5 Effects of promotions on subscription 

According to the representative of consumer mobile unit of Vodafone, the company rolls 
out between three to five price related promotions within a single year. For instance, 
since 2007, Vodafone has been running ‘anadwo ye de’ (free night call) promotions. 
Subscribers can call any Vodafone mobile for free between 11:00 pm to 5:00 am. Also, 
in 2010, Vodafone ran a promotion called 3030, a package which allowed Vodafone 
Mobile prepaid customers to talk for up to 30 minutes for only 30Gp (about 25 American 
cents) each time they called Vodafone mobile or fixed line.  The special promotion ran 
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for three months beginning from April 29 and end on July 29 2010. According to him, 
over 280,000 new users subscribed to the network during the period of the 3030 
promotion. Immediately after 3030 ended, another promotion code named Vodafone 
Talk and Talk was rolled out. The promotion offered between 50% and 75% bonus 
credit when customers recharged their call credits with Gh2.00, Gh5.00, or Gh10.00 
recharge cards or vouchers. He estimates that about 720,000 new subscribers were 
added to the network during the Vodafone Talk and Talk promotion period. 

The graph below summarises Vodafone’s growth rate during periods of promotions and 
periods of no promotions. 
 

 
Figure 4.7 Subscription growth rate of Vodafone between 2006 and 2010 
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It can be deduced from the above that subscription growth rate increases during 
promotional periods than during periods of no promotions. This goes a long way to 
corroborate the long held view that promotional activities increases sales. 

We set out to find out how the growth occurs as the promotion goes. It was deduced 
that generally, growth rate increases up to the second month, and then starts to 
decrease if the promotion is still running. The figure 4.8 below explains our findings. 
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Figure 4.8 Average trend of subscription growth during promotions 
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Based on the above information, we wanted to find out the likelihood of a 
telecommunication provider’s price related promotions affecting respondents’ choice of 
subscription. 53.4% of respondents answered fairly likely, 30.1% answered not likely, 
while 16.5% answered very likely. This is summarised within the graph in figure 4.9 
below. 

 

Figure 4.9 How promotions affect consumers’ choice of subscription 

Source: field survey, 2011 
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We also wanted to find out whether the effects of a competitor’s promotions result in 
subscribers switching allegience or they just pile up the providers. Only 43% of 
respondents have ever had to switch telecom providers while the remaining 57% 
choose to maintain their current providers and subscribe to other providers as and when 
they find it necessary. This is presented in figure 4.10 below. 

 

 

Figure 4.10 Switch of a particular service provider for another 

Source: field survey, 2011 

For those 57% subscribers who have never switched from one network to antother, the 
reasons given varied from the inconvenience of changing telephone numbers to the 
desire of making use of promotions as and when they are offered by the respective 
service providers. 

On the other hand, of the 43% who switched from one service provider to another, 
56.82% did so based on promotional related reasons, while 43.18% were due to other 
reasons such as poor connectivity, poor customer service and narrow coverage of 
networks. 

Detail analysis of the results is presented in the next chapter. 
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CHAPTER FIVE 

ANALYSIS OF RESULTS 

 
In this chapter, we set out to analyse the data presented in the preceding chapter, 
giving the outcome of the research as it relates to the research hypotheses. We also 
give the general observations we made in the course of our study, pointing out some 
interesting outcomes which were not directly related to the research, but were found to 
be of interest to the topic under study. 
 

5.1    Test of Hypotheses 

To demonstrate the validity of our research hypotheses, we employed the Consumer 
Mobile Unit’s data on call credit consumption and new SIM card activation from 2006 to 
2010. We focused on subscribers who purchased only the GH¢5 or lower recharge 
cards (this may imply that the subscribers we used for this particular aspect of the 
research were light users; we did not use heavy subscribers who tend to recharge their 
mobile calling credits with very high denominations because we feared their inclusion 
may influence the final results unduly). The average number of recharge cards bought 
by each single individual mobile phone numbers (Vodafone) within a one month period 
during general promotions was 6.23, up from 4.60 during ordinary days. This increased 
to 8.01 if the subscriber had to use a certain amount of credit to benefit from a weekend 
promotion. This finding is consistent with our expectations. 

Also, subscription to mobile telecommunication grew steadily in periods when there was 
promotion (average of 5.68%) than when there was not (average of 2.56%). For 
instance, in 2006, growth without promotions was 1.6%, whiles growth literally doubled 
to 3.2% during months when there were promotional activities going on. Also in 2007, 
growth rate during months of no promotional activities averaged 1.8%, whiles growth 
rate during months of promotion more than doubled to 3.9%. This trend, according to 
the graph in figure 4.7, continued till 2010 when rate of growth during promotional 
periods averaged 6.9% as against 4.7% in months when there were no promotions. 

This trend corroborates the long held opinion that promotional activities increases sales, 
no matter how short-lived the effects might be. To this end our first hypothesis is 
accepted as true that “Price promotion in mobile telecommunication increases the rate 
of subscription.” 
 

Also, from figure 4.8, we found out that rate of subscription averages 22.9% in the first 
month of promotion, then increases to 36.5% in the second month. It then begins to 
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decline from the third month. This implies that there is a steady rise within the first two 
months. The percentage rise in subscription depends on the type of promotion run and 
how customers perceive the benefits they stand to gain from the particular promotion. 
The responses suggested that most customers are sceptical about the actual motives 
for a promotion at its initial stage. For instance, from figure 4.9, of the 30.10% 
respondents who were not likely to be affected by price related promotions, more than 
50% explain that they think the telecom companies only use the promotions to make 
existing subscribers buy more recharge credit. This explains why response rate is 
gradual at the onset. This trend is in contradiction to our second hypothesis, which 
states that “The longer the period of price promotion, the higher the rate of subscription 
within the period.” We therefore reject hypothesis 2, and conclude that the rate of 
subscription, generally, decreases with increase in promotional periods.�

This finding is in agreement with findings of other researchers of price promotions. For 
example, Peter Doyle 2008, Tat Chan/Narasimhan et al, 2008, Don E. Schultz, William 
A. Robinson, Lisa Petrison 2008, Mullin, Julian Cummins 2008 etc found that that too 
much price promotions detracts from the long term value of the brand. 

It must however be pointed out that the degree of interest depends largely on what is on 
offer by the firm and its competitors. It what is offered is viewed by customers as worthy 
of their money, they will rush for it, and subscription rate will steadily increase until the 
offer ends. 

 

5.2 Other Findings 

Interestingly, 92.33% of respondents use more than one mobile telecommunication 
network and 57% have never switched network providers before. This means that the 
price promotions the telecom companies run only succeed in making already existing 
users add on different networks, implying that the messages have little or no effect on 
fresh subscribers. This finding is in total agreement with researchers Papatla/ 
Krishnamurthi 1996, Briesch et al. 1997, Mazumdar/Papatla 2000 who argue that price 
promotions mostly lead to stockpiling that undercut the need for more purchases once 
the promotions. If this trend continues (and there is no proof to suggest otherwise), the 
response rate of price related promotions in terms of new subscriptions will be non-
existent in the near future. 
 
The fact that about 77% of the respondents signed up to mobile telephony between 
2006 and 2010 is very informative. This was the period when competition started and 
hence the need to get subscribers’ attention through promotional activities. Between 
May and July 2006 (Ghana’s first appearance of FIFA World cup in Germany), 
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Vodafone (then Onetouch) offered bonus credits of up to 150% of every recharge 
voucher bought. Between the same period, subscription increased by almost 33%. 
 
From the ongoing discussions and analysis we can corroborate that a key driver for 
running sales promotions, apart from helping retain existing customers, has to do with 
new customer acquisitions. Further it helps in creating brand awareness. 
Response to well thought through sales promotions is usually positive.  This is evident 
from the wide patronage in promotions and post promotion evaluation reports.  Every 
promotion gives some amount of gross add. Thus, the success and efficacy of 
promotional activities helps to increase the sales and encourage the repeated purchase. 
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CHAPTER SIX 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

Drawing a conclusion is based on several factors of the research process, not just 
because the researcher got the expected result. It will be based on the validity and 
reliability of the data collected, how good they are and how they reflect the real world 
and what more could have affected the results. 

 

6.1 Conclusions 

Based on the research findings, we can conclude that price promotions in mobile 
telecommunication affect subscriptions positively. Most subscribers always look forward 
for one promotion or the other, believing that they (the promotions) help reduce the rate 
at which they recharge their call credits. However, the habit of customers subscribing to 
multiple mobile networks has increased as a result of the perceived unending nature of 
discounts in the industry. That is, as soon as one network provider ends their discounts, 
another follows. This gives the smart subscribers (and the study suggests most 
subscribers are really smart) the opportunity to enjoy as many discounts as possible 
within a particular period. In the long run, this does not help the networks in terms of 
growth. 

We can safely make the following conclusions and recommendations: 

• Sales promotions contribute immensely to growth in the telecom subscriber base 
in Ghana 
 

• The promotion patterns, both above the line and below the line, have yielded 
desired results 
 

• Effective sales promotions tends to be a key differentiator in telecom 
subscriptions 
 

• Customers are very mindful of promotions run and tend to take advantage of 
them  

 

Apart from their desire to make use of the discounts and other price related promotions 
by the telecom companies, most subscribers do not switch completely from one network 
to another because of their desire to keep their telephone numbers. With this in mind, 
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the proposed Mobile Number Portability (MNP) will have a significant impact on 
migration from one network to another. Subscribers who hinted on such move gave 
poor quality of service as their number one reason. It must be hinted that with very poor 
service quality, sales promotion may not be able to achieve much. 

The industry is very competitive and one sure way to grow the subscriber base is 
through promotions.  
 
With this study we see that in the short term, the Ghanaian telecom space or market will 
be under severe competitive pressure as more and more promotions are ran and 
companies want to sustain their growth and increase market share. Going beyond the 
primary revenue generator from voice services the long term perspective looks very 
optimistic and attractive owing to possible focus more on data services as well as 
valued added services (VAS). These offer new revenue streams and may act as key 
differentiators. 

Telecom service providers must find innovative ways of giving their subscribers and 
prospective subscribers value for money through promotions and loyalty programs.   
 
Vodafone, apart from reaching out to high value customers has the aim of attracting a 
cross section of people from other customer segments too.  Sales promotions therefore 
tends to evolve and serve as enhancement so that Vodafone customers and customers 
to service providers in general, presently and would be, are constantly delighted. 

 

6.2 Recommendation for future research 

Based on the overwhelming numbers of multiple subscriptions, as well as the 
eagerness with which subscribers anticipate discounts and other price related 
promotions, price wars and tariff reduction and judging from the fact that most 
subscribers are price sensitive and price becoming a very important factor, we are very 
pessimistic about the effects of discounts and other price related promotions on revenue 
growth and average revenue per user. Companies would have to contend with 
competitive pricing with the end result of having lower profit margins. There is the need 
to find innovative and smart ways of increasing customer base and keeping substance 
profit margins. We therefore recommend further research in that regard. 
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