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With the emergence of the digital economy and shorter product/service life cycles, 

advanced knowledge in the field of sustained competitive advantage has become 

critical. This study expands the knowledge by integrating broad based theories for 

empirical testing.   Four theories, namely, the Resource-Based Theory, Dynamic 

Capabilities Theory, Diffusion of Innovation Theory and Social Exchange Theory 

were integrated to examine factors relating to sustained competitive advantage in the 

telecommunication industry in Malaysia.  A conceptual framework was formulated 

with these factors: a) Firm Agility (alertness, accessibility, decisiveness, swiftness, 

and flexibility), b) New Product Development (design thinking, human-computer 

interaction, design engineering, software development), c) Innovation (magnitude & 

speed), with the focal construct being sustained competitive advantage to achieve 

customer retention.  Additional postulates included Disruptive Technology as 

moderator; and Customer Loyalty as mediator. This was a quantitative study adopting 

the survey method and data were collected from the Malaysian telecommunication 

service providers (TSPs) and analyzed using SPSS and Smart PLS 3.  The findings 

revealed that three factors had significant positive relationships with the focal 

construct; and both the moderator and mediator significantly affected the focal 

construct, leading towards achieving customer retention. The results imply that 

customer loyalty is an important component in the creation of competitive advantage 

for customer retention. The results also indicated that disruptive technology is a strong 

influence on customer loyalty. Consequently, the vigilance of TSPs towards new 

technologies is vital to move technological breakthroughs from incubators to 

mainstream; and to sustain customer loyalty.  The results of this study provide better 

understanding of the factors that are relevant to customer retention.     
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FAKTOR-FAKTOR YANG MEMPENGHARUHI KELEBIHAN DAYA 

SAING OLEH FIRMA TELEKOMUNIKASI DI MALAYSIA 

 

 

Oleh 

 

 

DEVANDRAN MUTHU 

 

 

March 2019 

 

 

Pengerusi :   Kenny Teoh Guan Cheng, PhD 

Fakulti :   Ekonomi dan Pengurusan 

 

 

Dengan kemunculan ekonomi digital dan kitaran hayat produk/perkhidmatan yang 

lebih singkat, peningkatan pengetahuan dalam bidang kelebihan daya saing yang 

mampan telah menjadi lebih kritikal. Oleh itu, kajian ini bertujuan untuk menambah 

pengetahuan dalam bidang ini dengan mengintegrasikan teori untuk ujian empirikal. 

Empat teori iaitu Teori Berasaskan Sumber, Teori Keupayaan Dinamik, Teori 

Penyebaran Inovasi dan Teori Pertukaran Sosial telah diintegrasikan untuk mengkaji 

faktor yang berkaitan dengan kelebihan daya saing mampan dalam industri 

telekomunikasi di Malaysia. Rangka kerja konsep telah diformulasikan dengan factor 

berikut: a) Agiliti Firma (kepekaan, kecapaian, ketegasan, ketangkasan, fleksibiliti) b) 

Pengembangan Produk Baru (pemikiran reka bentuk, interaksi manusia-komputer, 

kejuruteraan reka bentuk, pembangunan perisian), c) Inovasi (magnitud dan kelajuan), 

dengan kelebihan daya saing berterusan sebagai konstruk tumpuan, untuk mencapai 

pengekalan pelanggan. Postulasi tambahan termasuk Perubahan Teknologi sebagai 

penyederhana; dan Kesetiaan Pelanggan sebagai pengantara. Ini merupakan kajian 

kuantitatif yang menggunakan kaedah tinjauan dan data dikumpul dari penyedia 

perkhidmatan telekomunikasi Malaysia (TSP) dan dianalisis dengan menggunakan 

SPSS dan Smart PLS 3. Penemuan kajian menunjukkan bahawa tiga faktor 

mempunyai hubungan positif yang signifikan dengan konstruk tumpuan dan kedua-

dua penyederhana dan pengantara juga mempunyai kesan signifikan ke atas 

pengekalan pelanggan. Hasil kajian ini menunjukkan bahawa kesetiaan pelanggan 

amat penting untuk mencapai kelebihan daya saing dan seterusnya, mengekalkan 

pelanggan. Oleh yang demikian, TSP harus waspada terhadap teknologi baru untuk 

menggerakkannya dari incubator ke arus utama; dan seterusnya memampankan 

kesetiaan pelanggan. Hasil daripada kajian ini memberikan pemahaman yang lebih 

baik mengenai faktor-faktor yang berkaitan dengan pengekalan pelanggan.  
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1 

CHAPTER 1 

1 INTRODUCTION 

“Every morning in Africa, a gazelle wakes up, it knows it must outrun the fastest 

lion or it will be killed. Every morning in Africa, a lion wakes up. It knows it must 

run faster than the slowest gazelle, or it will starve. It doesn’t matter whether 

you’re the lion or a gazelle–when the sun comes up, you’d better be running” 

(Schulz, Steinhoff, & Jepsen, 2017) 

 

 

1.1 Sustained Competitive Advantage and Customer Loyalty 

As markets become more globally unified and new forms of technology and 

competition arise, the ability of companies to retain market leadership position has 

become more challenging. This market leadership position is often dealt within the 

context of competitive audit is advantage commonly viewed from two angles, 

performances and nowadays determinant (Sigalas, Pekka Economou, & B. 

Georgopoulos, 2013).  A firm is said to have a competitive advantage if it is able to 

create greater economic value than its marginal competitor in its product market and 

such economic value is the difference between the perceived benefit gained by the 

purchaser and the cost to the firm (Peteraf & Barney, 2003). Initial studies on 

competitive advantage focused on isolating a firm’s opportunities and threats against 

the strength and weakness of the firm’s internal capabilities to maximize value for the 

firm (Porter, 1985). Although the created advantages spur firms to achieve market 

leadership, they are more eager to create longer lasting i.e., sustained advantages by 

emphasizing on economic value creation through competing with the marginal 

competitor in the industry. (J. B. Barney & Clark, 2007). Sustained advantages are 

generated by the utilization of resources to create differentiation (Cesar, Guimarães, 

& Imed, 2017) and in the wake of rapidly developing technologies, the utilization of 

technology and innovation and the ability of the firms to rapidly respond to changing 

environment have become key differentiating factors (Stratopoulos, 2017). The 

economic value attained from the advantages are enjoyed by the customers of the firms 

which, in turn, exhibit firm loyalty because the value delivered by the advantages is 

not duplicated by competing firms (J. Barney, 1991). 

Customer loyalty remains the central thrust for market leadership as firms focus  on 

developing, maintaining and enhancing loyalty; and this is attested by the customers’ 

relative attitude and the repeat patronage of the product/services of the firms (Dick & 

Basu, 1994) (Kandampully, Zhang, & Bilgihan, 2015). Customer loyalty attributed to 

either brand and/or product has become more challenging as markets become 

increasingly globalized and consumption crosses borders (Mostert, Petzer, & 

Weideman, 2016). Today, consumers actively participate in the product selection on 

the realization of their significant contribution as co-owner and co-creator of value for 

the firms (Kandampully et al., 2015). Hence, firms to achieve a competitive advantage 

requires to implement appropriate marketing generate to muster continuous loyalty of 
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their customers and these instruments may include pricing mechanisms, being quality 

centric, relationship building, advertising and communications, distribution channels 

and promotional activities (Bolton, Lemon, & Verhoef, 2004). In a study of 

telecommunication service providers, Lee, (2011) found product innovation, product 

quality and corporate image to be were key factors for creating customer loyalty, 

which is the precursor to customer retention (Gerpott, Rams, & Schindler, 2001). 

In the telecommunication industry in the United States of America (US) in year 2004, 

the cost of retaining a customer was 25 USD as compared to acquiring new customer 

which costs 300 USD (Seo, Ranganathan, & Babad, 2008). Based on the cost alone, it 

is more economically viable to work on retaining existing customers than finding new 

ones. In addition to cost, there are opportunities to increase the value contribution of 

the customers by up-selling products and services to these existing customers (Seo et 

al., 2008). As market saturation becomes a definitive reality in some industries, firms 

are shifting strategies from growth model to value-adding and pushing customer 

retention programs to play a prominent role towards market leadership (Jeng & Bailey, 

2012).  

1.2 Telecommunication Service Providers 

Telecommunication Service Providers (TSP) are companies that are engaged in 

delivering both fixed line and cellular mobile services to customers Kim, Park, & 

Jeong, (2004) . For all countries, TSPs are deemed to be a critical and strategic sector 

that is held in tight reigns, especially in term of monitoring, licensing and managing 

competition because these services form a vital backbone for economic growth and 

expansion. To provide services such as Voice, Data, Internet, the TSPs invest heavily 

in building connectivity which include fiber-optic/cables, telephone exchanges, 

International nodes, data warehouses and base stations. The spending varies from 

country to country, depending on its land size and population. However as a result of 

the high initial investment cost, the TSPs have unintentionally created monopolistic 

oligopolies in nature (Gerpott et al., 2001). For example, Canada which is the second 

largest country in the world (3.85 million square miles) with low relative population 

density of (34 million) has 99.3% coverage provided by three major players (Bell, 

Telus & Rogers); although, in total, there are 57 licensed operators (Canada 

Communication and Monitoring Report, 2018). In Germany, the TSPs are led by four 

major players (Mannesmann/Vodafone, Deutsche Telekom/T-Mobil, E-Plus and 

VIAG) (Gerpott et al., 2001). In the US where the mobile penetration is high, four 

major players (Verizon, Cingular, T-Mobile and Sprint Nextel) serve a customer base 

of 196 million, in a population size of 350 million (Seo et al., 2008). There are four 

major players in Turkey, with Turk Telekom, a previously publicly owned entity 

leading the industry group ((Kolsal and Emin, 2015)). Since the beginning of GSM 

services in the early 90s, there have been multiple mergers among the TSPs to create 

bigger companies to derive benefits from economies of scale; the result of 

infrastructure continuing raise rapidly. In smaller countries like Taiwan which started 

with many players, the raising cost quickly saw companies merging from eight players 

to three main players today (C. Kang & Wu, 2013). 
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Here in Malaysia, the telecommunication sector remains highly regulated, divided into 

two broad categories, namely network infrastructure and telecommunication services; 

and licensed in four categories, namely network facilities provider, network service 

provider, applications service providers and content application service providers.  

The TSPs are tasked to provide basic telephony services, payphone, telefax, leased 

circuit, toll free number, voice information, home country direct, tie line, fax plus, 

bureau fax, data and information facility, messaging and text transmission, radio 

communications and new international services, such as IRIDIUM Project 21, 

INMARSAT, PCN/PCS video conferencing and telecommuting to serve a population 

size of 31.06 million (Ministry of Energy, 1995). By 2020, the tele-density is projected 

to increase to 85 phones/100 residents, generating 13.5 million subscribers 

(Arokiasamy & Abdullah, 2013). The use of broadband service has increased from 

20.7 million in 2014 to 38.8 million subscribers in quarter 2, 2018. The Malaysian 

mobile market has been more spectacular, reaching 36.2 million subscribers in quarter 

2, 2018 from a mere 17.6 million subscribers in 2014, with projected continuous 

growth at annual rate of about 25 per cent. The penetration of internet users 

(combination of mobile and fixed internet subscriber) has reached 117.9% in quarter 

2, 2018  (Chong, Chong, & Wong, 2009). The monopolistic oligopoly environment 

also holds true for Malaysia with the market being held by five players, Maxis, 

Celcom, Digi, Ti. me Telekom and TM (Figure 1.1) (MCMC Commission, 2017). 

 
 

Figure 1.1 : Market Share by 5 Major Telco’s in Malaysia 

(Source : MCMC Commission, 2017) 

 

 

The Malaysian Communication & Multimedia industry has secured a market 

capitalisation of RM183.99 billion representing 9.6% of Bursa Malaysia (Malaysia 

Stock Exchange) total capitalization of RM1,906.84 billion depicted in Figure 1.2 

below.  

TM
14%

DiGi
24%
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Figure 1.2 : Communication & Multimedia Companies’ Contribution to Bursa 

Malaysia 2017 (RM1,906.84 billion) 

(Source: Bloomberg, MCMC 2017) 

 

 

By the year 2020, tele density in Malaysia is estimated to reach 85 telephones for every 

100 inhabitants and this would translate to 13.5 million subscribers. The government 

of Malaysia offers are four categories of licences, namely, Network Facilities, 

Network Services, Applications Services and Content Applications Service licences. 

A total of 437 individual licences had been registered as at end of 2017. The total 

number of licences issued comprises 209 Network Service Providers (NSP), 176 

Network Facility Providers (NFP), and 52 Content Applications Service Providers 

(CASP). In terms of market capitalization, Axiata has the highest share, with 

significant contribution from its overseas operations as well as Celcom, followed by 

Maxis, DiGi and TM. (See Figure 1.3) 

Company Market Capitalisation (RM Billion) Change (%) 

2017 2016 2015 2016-2017 2015-2016 

Axiata 49.67 42.35 56.51 17.3 -25.1 

Maxis 46.94 44.91 51.07 4.5 -12.1 

Digi 39.65 37.55 41.99 5.6 -10.6 

TM 23.67 22.36 25.48 5.9 -12.2 

Time 5.29 4.51 4.37 17.3 3.2 

Total 165.22 151.68 179.42 8.9 -15.5 

 

Figure 1.3 : Market Capitalization by 5 Major Telco’s 

(Source : Bloomberg, MCMC 2017) 

 

 

Although the market is led by five players, the competition between them is intense 

because firstly, the domestic market size is not expanding (Arokiasamy & Abdullah, 

2013), and, secondly, making forays into international markets requires vast initial 

capital outlay, with open competition and barriers to entry from first movers. Even 
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within Malaysia, the government authorities are working towards price deregulation 

to stimulate competition to deliver better value to the end user. An intense and 

challenging competitive environment is expected to bring out the best strategies in 

driving the development of product innovation and enrichment to enhance value for 

money in product and service offerings (MCMC Commission, 2017). 

1.3 Research Problem and Gap 

With the increasing competition and market saturation, maintaining competitive 

advantage with the objective of retaining customers became a key focus of firms’ 

strategies. To this extent, the firms need to operate at the frontier of the next economic 

growth spectrum; it being the digital economy. The telecommunication industry is 

well positioned to participate aggressively in this growth spectrum because the 

products and services provided by TSPs are the infrastructure and building blocks for 

the digital economy. These infrastructure and building blocks underpin the foundation 

and revolution towards the digital economy and the investment strategies made by the 

TSPs in the infrastructure development and introduction of digital services will 

generate greater value propositions for consumers (MCMC Commission, 2017).  

At present, the strategies adopted by the TSPs remain generic. For example, in the 

context of price wars, the firms counter each other with simple prepaid propositions 

with low prices, offering low level product innovations and hybrid package 

propositions. Some level of up-selling is leveraged on captive customers and attempts 

are made to expand retail distribution networks. To address market saturation, the 

TSPs focus on developing brand recognition and presence appealing to the target 

market and establishing strategic partnerships with relevant parties (MCMC 

Commission, 2017). As these generic strategies are adopted by all players, the ability 

to achieve competitive advantages over other market player diminishes. To overcome 

these shortcomings, the firms need to focus on their core competencies and develop 

comprehensive overarching strategies that would catapult them towards sustained 

competitive advantage. For instance, to keep pace with technology advancement and 

consumer demand for content across multiple media and devices, TSPs have been 

aggressively embracing over-the-top (OTT) platforms across their value chain to 

increase viewership and subscriptions. The Internet Protocol (IP) enabled services, 

namely, OTT and IPTV have accelerated over the last few years as high speed 

broadband services have become more pervasive. Eventually, as IPs increases in 

capacity and throughput, these efforts would, to a large extent, support new business 

models and revenue generating sources, including and reducing churn.  

The exponential pace of technological advancement and disruptive trends in ICT is 

reshaping the structure of the telecommunication services towards vertical 

convergence. Digital services are being built across vertical economic sectors which 

ride on enablement and data platforms, supported by robust and secure 

communications infrastructure. To these digital economy developments, the 

Malaysian government seeks to promote new strategic key initiatives such as digital 

services and data enablement platforms. These initiatives are expected to unlock 
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greater value across the public and private sectors and across all layers of the digital 

economy. MCMC believes that three key enablement platform initiatives are digital 

ID, open data and mobile payment (MCMC Commission, 2017); and the extent to 

which the TSPs readily embark on these initiatives would be critical to Malaysia’s 

readiness towards embracing the digital economy.  Chong et al., (2009) discovered 

that the integration of telecommunication services to the computer had brought about 

new technology centric products and services driven by the information technology. 

In fact, the telecommunication industry is transitioning quickly from a conventional 

voice arranged market to information driven market, as evidenced by internet-

empowered availability such as high definition video spilling, video conferencing and 

Internet-of-Things (IoT); all of which  require the successful combination of  

information and voice systems using higher data transmission (ComputerWorld, 

2016).   

Unfortunately, the TSPs have been slow to respond with unique product offerings, 

with the result that firms offer products and services with low levels of product 

differentiation; hence, making customer loyalty and retention problematic. Moreover, 

the telecommunication industry is driven by technology and innovations, and the lack 

of both these key contributors combined with reactive TSP organizations contribute 

towards diluting competitive advantages among them. In a recent survey conducted 

by ComputerWorld, (2016); Internet of Things (IoT), Mobile Payment, Self-Service 

IT, Next Generation WiFi and Artificial Intelligent are the elements of emerging 

technologies that  believe will be catalysts for long-term innovations, Figure 1.4. 

Worldwide tech-industry believes up to 26 billion devices will be connected to IoT by 

2020 and keeping these devices safe from security breaches would be critical although 

the benefits of IoTs are still nebulous. Readily available self-service cloud services 

have opened information accessibility to consumers at low costs as mobile phones 

morph from communication tools to lifestyle devises. The convenience of mobile 

payments, now commonly bundled with incentives and reward programs, will likely 

cause consumers to demand for such flexibility from their TSPs. Artificial intelligence 

and knowledge-based systems no longer remain within the realm of science fiction. 

One use of this technology will be the advancement of autonomous vehicles and aerial 

delivery drones, both of which will change travel and city living. This connectivity 

will only be possible with the wide availability of Wi-Fi connecting such products at 

homes, wearables, cars and this list is only set to expand further. The introduction of 

new Wi-Fi technology such as Wi-Fi HaLow will further support the low power, long-

range requirements of IoT applications (ComputerWorld, 2016). 

More studies are required to determine the extent of readiness of TSPs to embrace 

these new technologies. The work of Clayton M Christensen & Bower, (2008) is an 

apt reminder that industry leaders can be sight of the critical technologies that may 

actually be the driving technology for the future. The prevailing difficulty lies in 

identifying the relevant technologies that will be capable of delivering competitive 

advantage. 
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Figure 1.4 : What Technology is Most Likely to Impact Your Organization in the 

Next 3 to 5 years 

 

 

These technological trends raise as to the question how prepared are the Malaysian 

TSPs to take advantage of the new opportunities and are they making the necessary 

investments now. ComputerWorld (2016) found that companies are investing in five 

key areas of technology as shown (Figure 1.5). 

 

Figure 1.5 : Five Areas of Technology Investment by Companies 

(Source : Computer World, 2016) 

 

 

TSPs are vital to ensure that adequate resources are allocated to the specific areas to 

ensure preparedness and agility to accommodate market changes. The lack of agility 

in response to market change leads to firms losing their competitive advantage (Kock 

& Gemunden, 2016). Furthermore, because of the high capital outlay needed to build 

the telecommunication infrastructure, TPSs are usually monopolistic oligopolies and 

the firms’ sizes and complex strategies, in themselves, pose serious threats to 

alignment and agility (Tallon & Pinsonneault, 2011). Although past studies have 
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established the relevance of firms agility to stay competitive, Kock & Gemuenden 

(2016) found that in turbulent environments, firms agility becomes less important has 

compared to innovation strategy, which had become more impactful. 

As suggested by C. Oliver (1997), ascertaining sustainable advantages cannot be 

focused merely on attributes of firm resources but also on how resources are 

developed, managed and diffused. For example, although investment in technology 

and innovation are key drivers to creating sustained competitive advantage, these 

investments are always shrouded by uncertainties which increase the risk to deriving 

adequate returns; hence, the managerial risk adverseness to increasing investment in 

these areas. As depicted in Figure 1.5, future technology and innovations rest on five 

domains; but each of these domains in themselves have much technological depth, 

creating multiple areas of investment. These uncertainties do not necessarily allow for 

speedy decisions (Gopalakrishnan, 2000) on market focused innovations as  Schulz et 

al., (2017) aptly quote: 

“Every morning in Africa, a gazelle wakes up, it knows 

it must outrun the fastest lion or it will be killed. Every 

morning in Africa, a lion wakes up. It knows it must run 

faster than the slowest gazelle, or it will starve. It doesn’t 

matter whether you’re the lion or a gazelle–when the sun 

comes up, you’d better be running” (Schulz et al., 2017) 

 

 

Technology and innovation will be used to outrun the competition but unfortunately 

there is no success formulae because innovations are managed as a portfolio (Adams, 

Bessant, & Phelps, 2006) (Kock & Gemunden, 2016). In his book, “Competitive 

Advantage: Creating and Sustaining Superior Performance”, M. Porter raised the 

concern on instituting the right technology strategy for the firm by incorporating two 

key aspects, namely the technologies to be developed and whether to seek leadership 

in the relevant areas. It is clear that firms cannot seek to be a leader in all technological 

fronts; as such, selecting the right technological mix would be critical for onward 

innovations in these areas. The investment in these innovations must necessarily lead 

to commercialization with new product development which, in turn, can be used to 

generate sustained competitive advantage (Homburg, Schwemmle, & Kuehnl, 2015). 

Bringing-to-market the right products, resulting in ready acceptance by customers, 

have been found to be sporadic and volatile, where the revolution in technology, 

particularly in Internet technology in packet switching, internet protocol and world 

wide web, has fundamentally transformed the telecommunications industry (Gupta, 

Pawar, & Smart, 2007). Petrick & Echols, (2004) recommended that firms adopt a 

more heuristic approach to selecting new products rather than be limited to traditional 

financial-based evaluations by combining technology, road mapping and information 

technology techniques. 
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In addition to determining the optimal technological mix, revolutions in technologies 

also bring forth disruptive technologies, which introduces different performance 

packages from mainstream technologies and though initially deemed inferior to 

mainstream. The disruptive technologies are able to better perform on certain key 

dimension serving niche market segment before such technologies become 

mainstream (Adner, 2002). Furthermore  Govindarajan & Kopalle (2006);  found that 

disruptive innovations are a powerful means for broadening and developing new 

markets by providing new functionality and weakening existing market linkages. 

TSPs operate in a technologically advanced business environment which imploded by 

the volatility of consumer preferences. Academic research on this environment has 

been scarce, especially in the field of firm agility, and marketing strategies and 

responses. As such, formulating appropriate responses in light of resource scarcity will 

lead to superior performance through firm agility (Lim, Mavondo, & Mssanzi, 2000). 

In contrast, Garrison (2009), established firm size to be an impediment to an 

organization’s response capability despite its increased capability to sense new 

technology. TSPs which are primarily monopolistic oligopolies, tend to be large firms 

and they may not be agile, and the lack of agility impedes their market leadership in 

advance technological environments. Thus, studying the influence of firm agility on 

firm competitiveness will add to the current body of knowledge. Moreover, 

technological advances often cause disruptions in the marketplace, resulting in the 

displacement of existing product leaders with new ones. This reality compels firms to 

re-map their resource allocation to include even radical innovation to address existing 

customer’s needs. This is because technologies which initially are used in emerging 

markets can invade mainstream markets and carry entrant firms to victory over 

established ones (Clayton M Christensen & Bower, 2008). The rapidly changing 

business environment, spurred by technology and innovation will see firms developing 

new market-centric products. A review of past studies conducted in the 

telecommunication industry reveals that understanding customer preferences and 

aligning the organizations’ strategies towards meeting customer needs and 

expectations remain critical for achieving market growth.  

In consequence of the need to carry out a customer-oriented business, understanding 

the antecedents to competitive advantage for TSPs would significantly contribute to 

the body of knowledge on this industry. More specifically, understanding how TSPs 

organize their strategies on new product development, adoption of new technologies 

and managing innovation is necessary to derive sustained competitive advantages and 

generate customer loyalty – this is the promise of this study. Furthermore Du, 

Yalcinkaya, & Bstieler (2016) have recently established that customer focus is the 

pathway through which sustainability orientation enhances new product development 

and they have suggested future research to focus on innovations from the standpoint 

of extending competitive advantage. Kandampully et al., (2015) believed since Gen Y 

will become an important market segment, it would be sensible for firms to identify 

appropriate organizational structure for effective management of technology to 

effectively engage this market segment. 
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1.4 Research Questions 

The alignment of a firm’s agility towards its NPD program and innovation portfolio 

remains an exciting area for research, especially with the onslaught of new innovation 

that constantly push forward the technological frontiers  (Roberts & Grover, 2012). In 

light of the problems and the lack of knowledge in the area of organizational agility, 

NDP and innovation cluster in the telecommunication sector, this study aims to answer 

the following questions: 

a) Does a firm’s agility, new product development and innovation create 

sustained competitive advantage and leading to customer loyalty? 

b) Does disruptive technologies influence the sustained competitive advantage 

of a firm and its customer retention? 

c) Does customer loyalty influence the relationship between sustained 

competitive advantage and customer retention? 

 

 

1.5 Research Objective 

The objective of this study is to:  

a) To assess and evaluate the extent to which the agility of the firm, its new 

product development and innovation strategies create sustained competitive 

advantage and customer loyalty for the firm in the Malaysian 

telecommunication environment. 

b) To assess the impact of disruptive technologies on the firm’s sustained 

competitive advantage and its customer retention. 

c) To access the influence of customer loyalty on the relationship between 

sustained competitive advantage and customer retention. 

 

 

1.6 Justification and Significance of The Research 

The findings of this research are expected to add to the knowledge and understanding 

of the subject of competitive advantages; and its impact on customer behavior in the 

telecommunication industry in Malaysia. The research findings will provide managers 

with new knowledge and insights into building core competencies and developing 

strategies to achieve an organization’s competitive advantage.  

Particularly, among the TSPs where barriers to entry are high and where the customers 

may be beholden to legacy providers, long standing core competencies are taken for 

granted as indispensable assets not because they have demonstrated superiority under 

competitive conditions but rather because their longevity is considered sufficient 

evidence of their value (C. Oliver, 1997) and such mistaken beliefs are capable of even 

bringing the market leader to its knees, as in the case of Nokia. 
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Leonard-Barton (1992) pointed out that core competencies have the potential to 

become core rigidities, where the development of competencies that had served the 

firm well in the past may also hinder innovation and new product developments, as 

the company moves forward. Developing robust and distinctive capabilities in critical 

areas such as innovation and new products are much needed for the telecommunication 

sectors. Being too slow to respond to technological changes has witnessed the fall of 

Kodak from its once leading market position, where Lucas & Goh (2009) have traced 

Kodak to failure to cultural and bureaucratic rigidities that had hindered adaptation 

and innovation. 

Hence, determining the impact of key factors for competitive advantages, such as 

firm agility, new product development, technology and innovation will be useful 

for the telecommunication industry so that the TSPs can develop the right 

strategies to enhance market share and customer loyalty. This study complements 

existing literature on how to make distinctive competencies succeed and it offers 

useful theoretical bases on which future research can explore value creation for 

firms. 

1.7 Assumption and Scope of The Study 

This study assumes that all TSPs in Malaysia actively invest in new product 

development and innovation to stay competitive; and that the role of the government 

in regulating the telecommunication industry only causes minimal market disruption 

to the operations of the free market economy. The scope of this study is limited to 

providers of telecommunication services in Malaysia. 
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1.8 Operational Definition of Variables/Terms 

Construct Simple Definition 

Disruptive 

Technology 

A disruptive technology is one that displaces an established 

technology and shakes up the industry; or a ground-breaking 

product that creates a completely new industry (C M 

Christensen, 1997). It is the evolving advances in technology 

are threatening to interrupt established products and markets, 

creating an atmosphere of turmoil and difficult decision-making 

for firms. 

Agility Capacity of a production network to quickly react to changes in 

economic conditions and client requests (Hallanoro et al., 

2015); Christopher & Towill, 2001; Vinodh, Sundararaj, 

Devadasan, Rajanayagam, & Murugesh, 2008). In the other 

words, agility is an ability of the firm to succeed in an 

environment of continuous and often unanticipated change. 

Innovation An item, process, or practice that is new to the firm (Kimberly 

& Evanisko, 1981). Refers to something new with a high degree 

of uniqueness, in any area, and is introduced to consumers. 

 

New Product 

Development 

The complete process of bringing a new product to market and 

making it available for sale. The product can be tangible or 

intangible (Kahn, Kay, Slotegraaf, & Uban, 2013). The 

products act as a new or better way out to customer problems. 

This further leads to revolution of the existing market as well as 

improvement of new ones. 

Customer 

Loyalty 

Intention of a buyer to purchase, in the future, the same services 

(retention) and additional services (expansion) from the current 

provider, in the future, as well as the buyer’s activities in 

recommending this provider to others (referral) (Cahill, 

Goldsby, Knemeyer, & Wallenburg, 2010). It’s a relationship 

of the outcome of customer satisfaction from the usage of 

product and services. 

Competitive 

Advantage 

Properties of individual product/markets which will give the 

firm a strong competitive position. (J. Barney, 1991). Is a firm’s 

ability to create superior value for its buyers with lower price as 

compared to other firms. 

Customer 

Retention 

Ability of a company or product to retain its customers over 

some specified period (R. Ahmad & Buttle, 2002). Customers 

will remain reliable to a service organization if the value of 

what they receive is determined to be relatively greater than that 

expected from competitors. 
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1.9 Organization of The Thesis 

The dissertation is organised in five chapters: 

a) Chapter 1: Introduction and Background of the Study. This chapter provides 

a general introduction to the study. It focuses on the background of the study, 

significance of the study and statement of the research problem.   

b) Chapter 2: Literature Review. This Chapter focuses on the literature 

surrounding the topic. In particular, this chapter will present the review of 

theories and models and a critical discussion of key issues.  

c) Chapter 3: Research Methodology. This Chapter describes the methodology 

and design, population and sampling procedure, data collection methods, 

research constraints and ethical considerations related to this research. 

d) Chapter 4: Research Findings. This Chapter deals with the analysis and 

interpretation of the research findings from collected data.   

e) Chapter 5: Discussion, Conclusions and Recommendations. This is the 

concluding Chapter that discusses the results, conclusions and 

recommendations.  
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