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Abstract 

It is beyond cavil that businesses thrive when they possess competitive 

advantage over rivals. Scholars have identified a plethora of means or tools 

by which organizations achieve competitive advantage, one of which is 

‘service differentiation’. Leading companies world over spend billions of 

dollars annually to find means of gaining competitive edge over industry 

rivals. This analytical research focuses on evaluating the impact of service 

differentiation on creating competitive advantage, using Nigeria Railway 

Corporation (NRC) as case study. Two reasons inform this study focus; the 

prohibitive cost of developing and implementing a strategy in an economic 

environment of limited resources, stronger competition and competing 

priorities. Secondly, the intangible nature of service differentiation that 

makes it more difficult to measure.  The research relying on primary and 

secondary data gathered from a sample survey of 100 commuters and 

internal strategy and performance reports. The statistical tools of 

descriptive, Catreg regression, and time series analyses are employed to 

assess the impact of service differentiation of creating competitive 

advantage. The findings of this research suggest that service differentiation 

does have an impact on creating competitive advantage, particularly in a 

standardized business environment. It however found also, that consumers 

are not influenced by service differentiation alone, but businesses are 

expected to fulfill their core business offering to a high standard first. It is 
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however recommended that Innovation which is currently not seen as a 

competitive advantage strategy, should be revisited, repackaged and 

encouraged.  

 

Keywords: Competitive advantage, Service differentiation, standardized 

business environment, Core services, Profit. 

 

Introduction 

Businesses exist to make profit, and 

continuously extend their frontiers. 

To achieve this, they seek 

‘competitive advantage’. According 

to Barney, (2011) Competitive 

advantage is where a business 

displays strategy that creates superior 

value to customers which rivals 

cannot easily duplicate. Porter (1985) 

describes competitive advantage as 

the fundamental ingredient for the 

success or failure of an enterprise. 

Customers are also offered superior 

value through a variety of other means 

such as; Product or Marketing 

Innovation (Trott, 2017, Junge et al, 

2016), Cost leadership and Focus 

(Porter 1980), service differentiation 

(Gebauer et al, 2011).   

Differentiation is a causal determinant 

of competitive advantage (Achen, 

1982). Porter (2011) identifies 

differentiation as when an industry 

seeks to be unique based on factors, 

consumers judge to be of high value 

and for which they are willing to pay 

a premium. This could be services or 

goods.  

Service differentiation therefore 

denotes that an organization seeks to 

offer unique service options that 

consumers judge to be of high value 

and rivals in the industry cannot easily 

duplicate. This paper will use the 

Nigerian Railway Corporation (NRC) 

as a case study to examine and analyse 

the real impact of service 

differentiation in creating competitive 

advantage.  

The NRC is solely owned by the 

Federal Government of Nigeria, and 

was first constituted in October 1912, 

by the amalgamation of the Lagos 

Government and Baro-Kano Railway. 

The NRC became an autonomous 

public corporation, through the 

Nigerian Railway Act 1955. (Yinkore, 

2005) The NRC operates as a state 

monopoly and is engaged in the 

movement of goods and passengers. 

Currently the NRC operates 

nationwide over 4,018 km of rail 

track.
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Table 1: Rail construction in Nigeria 

 Section Year Distance Remarks 

Lagos – Ibadan 1898-1901 193 km Narrow Gauge 

Ibadan – Jebba 1901-1909 295 km “  “ 

Kano – Baro 1907-1911 562 km “  “  

Jebba – Minna 1909-1916 225 km “  “ 

Port Harcourt - Enugu 1914-1916 243 km “  “  

Enugu - Markurdi 1916-1924 220 km “  “  

Kaduna Junc, - Kaf 1922-1927 179 km “  “ 

Kafanchan - Jos 1924-1927 101 km “  “ 

Kuru - Bauchi 1958-1961 166 km “  “ 

Bauchi - Gombe 1961-1963 155 km “  “ 

Gombe - Maiduguri 1963-1964 302 km “  “ 

Itakpe - Ajaokuta 1986-1990 277 km Standard Gauge 

Ajaokuta - Warri 1991- xxx 275 km “  “ 

Port Harcourt – Onne Ongoing 19 km “  “ 

Abuja - Kaduna 2010- 2015 187 km “  “ 

Lagos-Ibadan-Abuja-

Kaduna-Kano 

Ongoing 998.2km “  “ 

Source: NRC Operating and Commercial Department 2017 

 

The Importance of service differentiation is well documented and beyond 

quibble. Firms that leverage on services can build strong relationships with 

customers that engender loyalty (Bolton et al, 2007) Service differentiation is 

therefore a veritable tool for gaining competitive advantage. However, 

businesses that deploy this strategy must note that, to achieve appreciable value 

other factors must come into play that will affect a successful outcome. 

 

 

 

 

 

 

 

Fig.1:  Conceptual Frame-work                                   Source: Authors’s concept 
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According to a report by African Development Bank, passengers using rail 

declined from 14M to less than 1M between 1980 and 2005, whilst freight fell 

from 3M tons to less than 50,000 due to rail service deterioration and 

competition from road transport sub-sector (AFDB/ADF, 2007). In an effort to 

revive the ailing fortunes of the rail sector the Federal Government embarked 

on a rehabilitation programme of its ‘narrow gauge’ lines and also purchased 

additional rolling stock between 2007 and 2015. This effort saw a slight 

improvement. In 2014, passenger numbers went up to 4.7M and freight lifted 

rose to 210,000 tons. However, by the end of 2017 figures began to decline 

again. Passenger numbers fell to 2.6M and freight lifted also fell to 141,000 

tons. Within a period of 3 years, therefore, passenger numbers fell by 55% and 

freight by 33%, reflecting the NRC’s dire need of a competitive strategy to 

address its continued poor performance and reposition her as a veritable tool of 

national development. (NRC Annual report, 2018) 

NRC currently focuses on service differentiation as a means of regaining 

competitive edge. This paper will analyse the use of service differentiation as a 

tool by the NRC and critically examine the impact, if any, it has made on 

restoring and increasing her competitive advantage. 

 

Research aim and objectives 

The research aim is to analyse the impact of service differentiation as a tool in 

acquiring competitive advantage for the Nigerian Railway Corporation. It will 

determine the relative value in comparison with other tools of competitive 

advantage and will recommend adjustments and priority to be attached to 

service differentiation relative to other tools. 

The objectives are: 

i. To analyse the impact of service differentiation in creating competitive 

advantage for NRC. 

ii. To proffer recommendations, adjustment and improvements to the 

strategy, as required.  

 

Research Hypothesis 

H0: Service differentiation is insignificant in creating competitive advantage for 

NRC. 
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H1: Service differentiation is significant in creating competitive advantage for 

NRC. 

 

Methodology 

This research took the deductive approach as it is about testing an established 

theory. The focus of this study was to analyse the impact of a particular business 

strategy on competitive advantage using an NRC as a case study.  

 

Data collection method 

The primary method of data collection was of survey questionnaires distributed 

randomly to clusters of passengers and interviews with customers and staff, 

whilst secondary data was unpublished internal NRC’s annual performance 

reports, strategy documents and performance indicators.  

 This research used the stratified sampling method for survey sampling for the 

passenger questionnaires in which subsets totaling 100 passengers on two main 

routes were sampled. Lagos MTT and the Abuja-Kaduna rail service. The 

former was selected because it lifts the highest number of passengers on a daily 

basis, and the latter because it is the newest and fastest growing rail service on 

NRC’s modern standard gauge rail. 

Data was analysed by collating raw data into a manageable tabular form, to 

which statistical inference and computation were applied and a set of results 

derived to test the subject of study and come up with a set of results that support 

or reject the original hypothesis. CATREG regression analysis for categorical 

data was also employed in which Standard error, R-square, ∆R2, ANOVA were 

used in the analysis and testing of hypothesis arose from the research questions 

formulated on the assessment of the impact of service differentiation on creating 

competitive advantage for NRC. 

However, the competitive advantagesis proxied as the final choice of the 

question QB3 in the questionaire. 

 

“Q.B3. If the EXTRA services were maintained it would make you: 

o Definitely less likely to use rail services 

o Perhaps less likely to use rail services 

o Make no difference 

o Perhaps likely to use rail services 
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o Definitely more likely to use rail services” 

 

The explanatory variables/predictors are the services rendered by NRC both 

core and extras. 

On the other hand, for the secondary data, Time series sequence chart is to be 

used to show the pattern and the trend of movements of the revenue accrued to 

the company as well as the number of passengers conveyed over the period of 

5 years (2013-2017). Total revenue is proxied as Competitive Advantage. 

 

Data presentation and analysis 

Results of cross-sectional survey on customers 

The sample size is represented in measures by men (70%) and women (30%), 

aged18-24(7%), 25-30 (26%), 31-40 (31%), 41-50 (19%) and 50 and above 

(17%).The respondent are majorly live in Lagos state 50 (50%) followed by 

Ogun state 23 (23%), Kaduna 13 (13%), Abuja 10(10%) and other state 4 (4%). 

Most of them are business/self-employed 40(40%), others are students 21 

(21%), petty traders 21(21%), public or private employee and public servant are 

9(9%) each. 

Looking at the frequency of rail transportation usage, 57(57%) respondents use 

it frequently out of which 33(57.89%) use 2-3 times a week, 3-5 times a week 

10(17.54%) and 14(24.56%) are almost daily. 

The five customer’s best core services offered by NRC as perceived by the 

customers interviewed are cheap, safety, reliability, speed and availability in 

that order Fig.2. 

 
Fig.2: Customer’s best core service offered              Source: Authors’computation 
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Table 2:      What additional service would you like to see NRC provide or 

improve upon? 

 Frequenc

y 

Percent Cumulative 

Percent 

 On-board canteen 22 22.0 22.0 

Sales of phone recharge 

cards 

12 12.0 34.0 

Build station's mosque 7 7.0 41.0 

Better connecting links to 

other transport 

13 13.0 54.0 

Wi-fi connections 46 46.0 100.0 

Total 100 100.0  

Source: Authors’ computation 

From the Table 2 above, Wi-fi connections (46%) is mostly acknowledged as 

the additional service that should be improved upon and make available where 

not exist. 

Respondent were asked if customer service is essential to the sustenance of rail 

transport. The result is that Majority of the respondents (91%) agree with the 

statement Fig. 3. 

 

 
Fig. 3. Decision on essentail of customer service to the sustanance of rail 

transport. 



149  africascholarpublications@gmail.com                                                                               

 2019 
 

Test of hypothesis 

Hypothesis 

H0: Service differentiation is insignificant in creating competitive advantage for 

NRC. 

H1: Service differentiation is significant in creating competitive advantage for 

NRC. 

 

The output from SPSS 

Table 3:                       Model Summary 

Multipl

e R 

R 

Square 

Adjusted R 

Square 

Apparent 

Prediction 

Error 

.690 .476 .383 .524 

 

Table 4:                                           ANOVA 

 Sum of 

Squares 

df Mean 

Square 

F Sig. 

Regressio

n 

47.616 15 3.174 5.090 .000 

Residual 52.384 84 .624   

Total 100.000 99    

 

Table 5:                      Model 

Coefficients 

 Standardized 

Coefficients 

df F Sig. 

Beta Bootstrap 

(1000) 

Estimate of 

Std. Error 

Customer motivation 

rating of extra 

services (E- Ticket 

purchase) 

.317 .188 1 2.851 .095 
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Customer motivation 

rating of extra 

services (On-line 

information) 

.520 .342 3 2.306 .083 

Customer motivation 

rating of extra 

services (Clean 

stations and trains) 

-.255 .274 1 .871 .353 

Customer motivation 

rating of extra 

services (On-board 

health services) 

-.013 .165 2 .006 .994 

Customer motivation 

rating of extra 

services (Better 

connecting links to 

other forms of 

transport) 

-.669 .274 2 5.974 .004 

Customer motivation 

rating of extra 

services Wi-fi 

connection at 

stations and on-

board) 

-.330 .254 1 1.696 .196 

Customer motivation 

rating of extra 

services (Regular 

information to 

commuters at 

stations and on 

board) 

.479 .291 1 2.708 .104 

Customer motivation 

rating of extra 

services (More 

stopping stations) 

.550 .214 1 6.631 .012 
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Customer motivation 

rating of extra 

services (Customer 

friendly staff) 

.409 .214 3 3.652 .016 

Dependent Variable: Competitive advantage 

Source: SPSS output 

 

Result and comments 

The value of R2 (Table 3) show that 47.6% of the explanatory variables i.e. 

service differentiation explained the competitive advantage which means that 

other core services account for the 52.4%. However, as depicted in the ANOVA 

session (Table 4), the p-value is 0.000, meaning that the model is reliable, has 

a good predictive power and as well shown that the competitive advantage is 

important and relevance to the revenue generation of the NRC. From Table 5, 

it was revealed that better connecting links to other forms of transport, more 

stopping stations and customer friendly staffs are the statistically significance 

extral service diffrientiations needed to edge out rivals since their p-values are 

less than 0.05 level of significance. 

 

The trend movements’ analysis 

The data for graphical analysis is revenue generated on the operation and 

commercial activities of NRC for a period of 5 years (from 2013 to 2017) and 

it is presented in the table 5. below;  

 

Table 6  Revenue generated on the operation and commercial activities of 

NRC 

Year Y(Naira) X1(Naira) X2 (Naira) X3 

2013 1422323417 987299966 435023451 4328787 

2014 1653069263 1043506901 609562326 4685570 

2015 1336190845 947686537 388504308 2581046 

2016 1623029207 1242684640 380344567 3153436 

2017 1560968494 1187016902 373951592 2593744 

Source: NRC Operating and Commercial Department 2013-2017 

Y  = Revenue accrued                   X1  =  Revenue from passengers carried.              

X2 = revenue from freight.           X3  = No of passengers carried. 
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Fig 4: Total revenue trend                              Source: Authors’computation 

 

The total revenue generated (Competitive advantage) from train operation is 

cyclical in nature, it rose from 2013 to 2014 and experience down time in 2015 

due to economy recession. 2016 witness improvement and a little downward 

movement in 2017. 

 

 
Fig 5: Revenue accrued from passengers carried only.  Source: Authors’computation 
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Revenue from passengers carried witness upward movement from 2013 to 

2014, recession also affected the 2015 and sharp upward movement was later 

witnessed in year 2016. 2017 showed little decline in revenue generated.  

 
Fig 6: Trend of number of passengers carried     Source: Authors’computation 

 

Witnessed is decline in the number of passenger carried (Fig.6) from 2014 to 

2015 rose little of 572,390 passengers in 2016 before it went down in 2017. 

 

Conclusion  

The paper was able address all the objectives set out at the onset of this study 

and adequately made inference from the stated hypothesis. Analysis of both 

primary and secondary supports the established view that service differentiation 

makes a tangible impact on creating competitive advantage. Data shows that 

the service differentiation initiatives implemented by NRC had a positive 

impact on customer decision to use rail services and also led to growth in 

number of customers using NRC passenger and rail services. Passengers’ 

number increased between 2013 and 2014 as well as between 2016 and 2017. 

The study, however, also found that consumers were equally influenced by 

other factors, and the impact of an initiative very much depends on the profile 

of the service users. In NRC’s case, high profile and more affluent commuters 

appreciated service differentiation offerings much more than less affluent 

commuters who were more interested in lower costs. 

The research revealed that majority of service users were more interested in the 

functionality and operational efficiency of the service itself first, before service 
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differentiation. The study, however, also found that despite, these positive 

indications, customers were more likely to use rail services more or remain 

loyal, if the company improves on its core business. Deliverables like; 

reliability, punctuality, safety, availability were ranked far higher in priority and 

were likely to improve competitive advantage more than the service 

differentiation would. 

 

Recommendations 

In line with one of the objectives of this research, 4 key recommendations are 

highlighted below for NRC’s consideration: 

i. It is recommended that NRC consider deploying business methodology 

such as six sigma or Total Quality Management to enhance performance 

on its core indicators and achieve superior quality. This will in turn 

improve the impact of its service differentiation initiatives.  

ii. It is recommended that NRC take a customer focused approach, carry out 

market research of customer needs and customize her services to respond 

to customer wants. In addition, staff training on customer relations and a 

leadership approach to customer focus will enhance NRC’s competitive 

advantage.  

iii. NRC include a mix of the 3 generic competitive advantage factors of cost 

leadership, differentiation and focus as proposed by Porter (1985) as part 

of its competitive advantage strategy. 

iv. Innovation which is currently not seen as a competitive advantage 

strategy, should be revisited, repackaged and encouraged.  
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