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(ix) 

AB TRACT 

Th survey for this study report here was don between 5th 

Hay and 21st June. 1993. The study sought to determine whether 

com,~ rci 1 banks in Kenya segment their markets. and whether they 

fi n d it s ful. 

The op 1 ion of interest included all commercial b nks 

oper tin g in K nya. The information sought in this study was 

coll ·c sing questionnaire having a both structural and non-

s tr uc tured qu e stions. A scale was prov~ded for measure of the 

m r ke t segment tion concept. The sample consisted of 30 subjects 

c om prising top nd middle level managers from various commercial 

ban ks operating in Kenya. 23 questionnaires were completed and 

provi ded the information used in this report. 

Th findings of the study suggest that commercial banks n 

K- nya segment their markets to a large extent and only a few do 

not s egment th irs. Those who segment their markets found market 

s gme ntation to be useful. 

The findings of the study also suggest that the following 

a re h v riables 

commercial banks 

h are commonly used by differ n 

in Kenya to segment their markets; 

groups of 

benefits 

sou ght by customer. loyalty of customer . User status . region. 

population density. and Income. 



1.1 I RODUCTIO 

1 . 2 BACKGROU D 

CHAPTER ONE 

Sine Wendell S ith(1956) seminal article there has been a 

groJin w reness o the concept of rket segm ntation. Wind 

( 1978.317) and Lazer and Culley (1983,186) among others contend 

ha m rket segmenta tion long has b en considered one of the 

ost funda ental concepts of odern marketing . The concept of 

arket seg entation has beco e one of the dominant concepts in 

arketing literature and practice. Besides being one of the 

or tegi s used to operationalize the marke ing cone pt, 

seg entation provides guidelines for a firms marketing strategy 

and re ource allocation among markets, products and services. 

Marketers have realized that whether a firm is dealing in 

produc ts or services it must come up with a marketing strategy 

that takes into consideration consumer wants and needs. Market 

seg entation strategy is attributable to the desires of 

consu ers or users for more precise satisfaction of their 

v ryi ng wants and needs. 

The following variables are used in segmenting a product 

arket. 

GEOGRAPHIC, 

1) Region 

2) Climate 

3) Population density 

DEMOGR APHIC, 

1) Age 

2) St ge of fa ily life cycle 

1 



3) Incoae 

4) Sex 

5) Education 

6) Religion 

7) Occupation 

BEHAVIOURAL• 

1) Benefits sought by customers 

2) User status ( heavy or light users ) 

3) Loyalty of customers 

PSYCHOGRAPHIC, 

1) Personality 

2) Life style 

According to Ferrell and Pride (1982J 73-74), they define 

marke t s eg entation as the process of dividing a total market 

i n to groups of people with relatively similar needs for the 

purpose of d signing a marketing mix ( or mixes) that more 

prec isely matches the needs of individuals in a selected 

seg e nt(s). 

McDaniel (1982t93) defines market segmentation ' as a process 

o d ividing a heterogeneous market into segments which are 

i dent ifiable for the purpose of designing a ma~keting mix to 

me t he needs of consumers in segments that are attractive to 

t h e fir . 

Kibera and Waruingi (1988.69) expounds on the concept and 

asserts that market segmentation involves the subdivision of a 

marke t into s all homogenous sub-markets which the 

mi g h t successfully satisfy i.e. the creation 

2 

organization 

of marketing 



I 

progr to sat i sf y the needs of c usto ers. 

If ny authors a nd re searc hers agree on the above definition s 

of drk t segment t ion and expand on th e m. 

The above defi n i ions h ave a commo n thread 

erogeneous marke t ( total ma rket) should be 

i n th a t 

divided 

th e 

into 

ho og no s groups f or the sake of satisfying customer needs an d 

wants . 

Severa l arketi n g anagement philosophies have evolved i n 

t history of marketing to enhance the marketing e f fort. The se 

concepts co pete against each other. Kotler (1988tl6) They 

include production .product. selling,marketing 

· rk . ting cone t s. Among these philosophies 

advocates t hat mark e t segmentation enhances 

cone pt . 

and societal 

,W i nd(1978.317) 

the marketin g 

The marketi ng concept focuses on customer ne ed s and cal ls 

for int grated ma rketing to satisfy the needs. The main a im of 

t e markete r is to satisfy customers needs and wants, but at a 

profit -Buss and Oay(199lt2). Marketing concept is useful whe re 

customer need s c hanges. When using the marketing concept the 

rke t er i s s up posed to; 

in or to to e a u 

(i ) determine the market segment 

( 1 1 ) identify the target arket 

(i i i ) be customer oriented 

( i v) have a profit motive 

(v ) coordinate activities in all departments 

ha t c ustomer needs are a ti ed. 

3 



In 1956 W ndell Smith used the concept of market 

g n io n. H dvocated that a heterogeneous m rket could be 

di v ded into ho ogenous segments. The orientation of marketers 

s b n s hifting to arketing concept. 

The use of market segmentation is not always the best 

strategy. For market segmentation to be effective the following 

quest ions should be answered affirmatively. 

Can the market be measurable, accessible. similar, 

v1able or protectable? 

In order t o have an effective market segmentation, a proper 

basi or segmenting the market is necessary. Many different 

authors have suggested certain variables that can be effective 

in mark t segmentation. 

Wind (1978c319) divided these variables into customer 

characteristics (e.g. demographic and social economic 

char~ct lstlcs. erson lity and lite style char c ristics . nd 

at itude and behaviour towards mass media and outlets) and 

si u ti on specific to customer characteristic such as usage, 

purchase patterns and other responses specific to market mix 

va ri ab les. 

Beck an (1980.123) and McDaniel (1982z93) 

s g t tion v 1 bl s into four groups 

divided the 

geographic. 

de og ra hie. psychographic and behavioural variables. 

Kot ler(l988l285) divided the segmentation variables into 

two la rge groups. Those that relate to customer characteristics 

such as geographic, demographic and psychographic ' variables. 

4 



condly. ~hose variables ~hat look at customer responses to a 

product such as benefi~ sought • user s~atus • consumer loyal~y 

8~ us c. 

The seg en~a~ion variables used all relate ~o physical 

roducts. The available litera~ure treats ~he provision of 

services as an extension of product marketing. Li~erature 

s hoting the distinction between market segment tion as it 

relates to a product and market segmentation as it relates to a 

~ vice is se-nt or absent. Few relevant studies on market 

seg e ntation and marketing of financial services in Kenya have 

been carried out. They include that of Nyaga (1986) who 

inv ~ ~tig ted w ther financial institutions had adopted the 

marketi ng concept. He came up with the following findings: 

of the 1nstitutions had adopted marketing conce ll 

does not tell us whether they have operationalised the concept. 

Nyag 's study was followed by a study by Okutoyi (1988). 

Okutoyi investiga~ed the use of strategic marketing in banking, 

to n here was positive correlation between performance and 

strategic marketing. 

A study (largely non-field) by Salimi (1989) on fin ncial 

services arketing in Kenya. concluded that the degree of 

success and profitability of a financial institution depends on 

its arketing capability. 

A s udy by Ng'ang'a (1991) concluded that mediu~ and large 

seal manufacturing firma in Kenya segment their markets and aim 

a particular target groups in production and 

products. 

5 

marketing ~heir 
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A fifth study by Bii {1992) investigated the extent to 

w ich co merci 1 banks in Kenya use the promotion mix elements 

in arketing the r services. She concluded that commercial banks 

in K n a use the promotion mix to a large extent. 

one o f he above studies focused on how market 

seg nt tion is done in the service industry and whether th 

fir s th t undertake it find it useful. This study attempts to 

till this gap through a field study in the banking sector, a 

porti on of service industry of the Kenyan economy. 

6 



II 

OF ~ STUDY PROBLEM 

For any fir to have a competitive edge in the 

ke sit ation it has to develop strategies which will 

present 

enable 

it to succeed in the arket place. Market segmentation is one of 

t 8 8 tegies. 

The concept of market segmentation has received a lot of 

at ention and has been viewed by developed economies as an 

1 port nt arket strategy in today's competi ive m rke ing 

environ ent. However. little is known as to 

( i) the concept's usefulness 

( ii) service market segmentation 

a s far as developing economies like Kenya is concerned. This 

ha otivated the researcher to seek to establish whether 

service firms in particular commercial banks in Kenya actually 

use market segmentation to identify target markets. 

Secondly. he researcher intends to establish whether fir s 

that use market segmentation find it useful as a competitive 

tool. Due to structural adjustments facing Kenya and other 

developing econo ies trade is becoming more liberalized and this 

increases competition in the arket. Therefore. the study of 

marke t segmentation by service firms in Kenya can be appropriate 

at t his time. 

7 



l(a) To d t rmine whether commercial banks in kenya segm nt 

thei r markets. 

(b) If segmentation is not used, to determine why? 

2. 

( a ) 

In co p a nies where market segmentation is used 

Deter ine the extent to which commercial banks use 

ma r ke t s eg ent tion as a marketing tool including identifying 

ta r ge t rket. 

(b) Determine the type of segmentation variables that 

are c o only used. and the extent to which they are used. 

(c) Determine whether the firms find it useful and if not 

what other strategies are used. 

(d) Determine whether the same criteria are used in Kenya 

to i d e ntify a "good" market segment as in developed economies. 

(e) Deter ine whether the market segmentation variables 

used for a product market are the ones used for service markets. 

8 



THE STUDY 

Th s study will be usefulness to 

1) M rket r 

To nhanc arketing activities in the financial sector 

us1ng th conce t of market segmentation, marketers should have 

a goo knowledge of the di ensions(variables) that can be used 

to seg ent a market. These dimensions if properly used can help 

a rketer to identify target markets for his firm. but if not 

they can be detrimental to the whole marketing programme. 

2. The study may bring into light the variables that can 

be used to segment a service market. 

3 .Scholars 

The future study will form a foundation for 

other research rs who would pursue a study in the same area. 

9 



CHAPTER TWO . 
2.0 LITE ATURE R&VIEW 

INTRODUCTION 

Th conc~p 0 m rket segmentation h s received a widespread 

cJ c••p t. dS "> ~ r ' ~gic ool which a firm c n use 0 nhance its 

r H k te s and researchers have not taken thlS 

ligl 1~ s i . vid need in many articles wri ten in relat1on 

to arke seg P-n ion. 

ccor tng 0 H 1 y (1968:30) hardly a conf renee passes 

1t out t 1 st on session devoted to market segmentation. 

Gree 1977a61 ) up orts Haley by asserting that hardly a Journal 

lS ... U p ears t t do s not include some article on the subjec . 

Tl f! \10 u h l t~ rred to conferenc or Journ lr r la ing to 

T refore. accord1ng to these au hors market 

0 beco e a very 1mportant market once t. The 

st dy 1s 1ntend d to see whether market segmentation is used and 

h s been foun o be 1se f 1 in the financial sector in kenya. 

2. 1 .1 Definition of Market Seg entation. 

Hany dUthor seem to be in agreement as far as the 

•ltton of m k eg en a on is concerned. According to the 

fath_r of mark t segmentation Wendell Smith (1956) 'market 

s •gr e nta ion cons ists of vie\-1ing a heterogeneous • market (one 

cha dC erized by divergent demand) as a number of smaller 

o o~e no s ~ r.k 1 ~ 1 res onse to differing proauc pr ferences 

im or an market s gments. It is attribu able to he 

d· res of con umPrs for more precise satisf c ion of thei r 

10 



1 
1 nts' 

nco ni 1 82) defines mark t s gmentat on s a process 

h 

•p 0 

dvoc 

v 

_g.,. 

heterogeneous market into 
I 

Hhich tng s gmen s ar 

bl or hP purpose of d signing m rke ng mt. 0 

2 
um rs in seg ents a rae ive 0 he firm." 

11 Pr de (1982) d fines mark gm n a on 

ot d v dlng total arket into groups of people \11 h 

y 11 r products needs, for the purpos of designing a 

ix (or m1xes) that precisely matches the needs of 
3 

u 1 ~el cted segment ( or segments).' 

11 th bov definttions are similar and they are 

ket segmenta ion is simply the s b-division of 

rogeneou market into smaller homogenous markets and the 

1 tlor ' f the ppropria e marketing mix( mi x s) to satisfy 

t e c s om_ r n s and ~ants . For the purpose of his s dy, h 

!.f.ln i ion of UcO ntels (1982) \-till be taken as the work1ng 

d f1n1 1.on. 

A ~ _ g n (" n b _ group which responds in similar way to 

thl! rt of h rk ing m1x not just the product as Ferrell nd 

Pr d a vocated. 

1 . 
!"; •tJ f"•O 

J 1 .3 

"Pro uct 
iv s res 

differ ntia io 
egies," Journal 

nd lf k 
of m rketing, 

el, C.jr ; Marketing , 2 ed. Newyorkr Haper & Row 
• 1982 p.94. 

F~rrell, O.C nd Uill m W.Pride; Fund ment ls o 
If rko~ g HtJ,I.rw: llou h on IIi !1 n Com dny . 198., p.7J-4. 

11 



.1.2 D inition of service. 

T r 1ny d tinitions of services. Accordlng o Kotl r 

•• , v is _ 1n d ny ac or perform nc h on ar y 

c n o f o a o her that ·s essentially intangibl and does not 

1 n o 1n rsh1 of any hing . I s produc i on may or may 
4 

not ed to a hys1ca l product.• 

de 1 on by Kotler provides an in sigh tha services 

ar_ g1bl • ven hough th y can satisfy wants. 

T r r e veral characteristics that are as soc iated w i t.h 

Du s (1993) Kibera, (1988) . Kotler (1988) incl de in 

. l.ld one or more of the following ch r c eris ics 0 

rv1c .s; In n ib1lit.y, Insepara~ility, Hom og ne ity , 

l .'rluh b i Y. rt Transpor bilit.y . I should be oted h t 0 

·11 tho re in agrement that the abov charac eris 1cs re 
5 

u o s~rvic s onl y .Jone (1989}. 

'otl • P 
I plemen1:.ation 
E 1 t o • 1988 

111 ; Marketing Management 
and Control, 6 ed. Prentice 

7/ . 

Analysis Planning, 
Hall International 

5. au s J. d Her ford G. Personal selling Sydney: He g ra\1 
H 1 Book Co . 1993 . 

.'1 r and B.C aruingi; Fundamentals of Harke1:.inga An 
African Perspective a1ro bi; Kenya Literature Bureau, 1988 p.200-
201. 

f' l 1; r • H rk ting H nagement: Analysis, P !ann ing nd 
h 

Co t ol d . Prentice Hall N.J 1988 pp.4/8-479. 

1 n ~ . Service Industries. London; Pit m n publishi g , 
1989. 

12 



2.1.3 Character! tics of a service 

) Int ng bili y 

U like a trod ct w ich is tangible .durable. and physical 

ro r t 1 ., • s v 1 c ar in angible. A servi e is a e d, a 

erfor ce 0 n effort. ·lhen a serv1ce has been urchase 

mon_ is "pen. and 

rketers of s tv ces 

h re is little or nothing to show th1s. 

v an intangible service which they ne d 

ke 'r al' o h customer. Th y ne d to cr ate a measure of 

r al1ty for bo h the Id a of the service and ~ts potent1al 

con u ption. 

(b) Inseparability 

One of the major reasons why it is difficult to evaluate a 

.. rvt e 1s ha services are usually produced and consumed at th 

:s · - t1 e. Fo ny rvices the customer is present when it 1s 

prod ced and may partie p te in its production. A service is sold 

and then produced a the same time. One way of utilizing the 

n•. arab1lity of services is o customize services to a greater 

x nd . This is to ensure services are personalized thus 

z lzing customer s isfaction. 

(c) Homogeneity 

S rvices are s ldom homogenous as produc s re. They are 

hlgl y v riabl as t ey de end o who rqvides the services . when 

nd \her the servic is produced. Service buyers are aware of 

h s d verst .y and frPqu n ly alk o others b for selecting a 

rv ice provider. 

13 



(d) Perishabili y 

Som oduc such s green grocery have ll.mited shelf 11 

(" r c h I h lf life at all. Th y cannot be stored and 

he r no ori s with services. 

I a n ul ncy s rvice is offer d and today no one has 

va le d he se 1 v s 0 1 t, oday has b en lost. Also lost is tl e 

nc e nd rofit h was expected for today. It has perished 

and is irr cov ble. 

(e) Transportability . . 

1\ -.,o:r'Jice c nnot transported because it ins parable from 

>Cr.>Vi r. 

Since d s tv ce i ins parable from its provid r, and cannot 

ranspor ed, dis ribution channels are not required. Th e 

cr' ce canno b d stributed to customers. Customers mu st 

u u l y go to h prov der. In cases uhere agents are used, for 

exo 1 travel age nts, h y provide access to a service, not the 

s rv 1ts lf. (Buss nd H rfold 1993) 

.2 PRODUCT DIFFERENTIATION AND HARKET SEGMENTATION APPROACHES 
' 

Product differ ntiation an d market segm ntation are 

pro ches that ar used to select target markets of 

9 ntza o ... or firm It is s id that produc differen iati on 

1 nee ed ith the bending of demand to the will of supply. On 

ther hdnd J gment ion is based upon the dev lopm nts on the 

d side of th market. Several demand schedules ar 

cog 1zed in s gm n ation unlike the recognition of only one 

14 
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d che ul l.n rod c 
6 

differen iat1on .. Product 

di on and arket s gmenta ion are not mutuall 

_ cl i v , he c they can be used oge her. 

Product Differentiation. 

Pro c d if e n a ion is used when a fir int nds 0 

d f produc (s) or service(s) from its com etitors. 

bli h a superiority and preferability of its 

roduc o competing brands. Product differentiation is 

1n olved s c ring a easure of control over the demand for a 

pro uc t o r s rvi c ~. The measure of con rol is achi ved through 

ea~ ur o f dve tisement and promotions so as to differentiate 

f r · s oduc from its compe itors. This is lled marke 

I OS1 t 1o n 1 ng Su cc s ful psychological differentiation occurs when 

t P pro uc hr nd name has effectively cr at d an in angi le 

imdg . ( . g .) o hlgh q 11 y or high performance) in the minds of 

cus omers. 

The ba s 1 for product differentiation is usually brand 

n .! ,p r o uc t. f ur s variations, p ckaging vari ti ons , and minor 

d1ff~ rences 1n the Ingredients . 

Pr od c 1 · r _n iation is ffective if • 

(1 most of th e customers in he total market of customers have 

si til r n _ ds ( o r he product or servic 

(1 1 ) The firm is able to develop and maintain a single marketing 

l Y hat sat1sf1es custo ers n eds . 

I} • . ci p.3-8 

15 



mr.~un y be co s more afflu nt nd s lect1v~ 

pl • 5 nd w nts s art 0 dif er and intensive promo on 

yn 0 f r _ntia e a i rm roduct or se vice 1nay . op 

t t e 1 pact. Uarket segrnen ation can th n be used 

'() 101 li oduct differen i tion. 

. . ., H k t s mentation . 

s_gm nta ion is used when total market c nnot be 

. v nly n rketi g mix. }f rket gmenta ion 1 

t. u· b he desires of customers for more prec1se 

.. a l~ f Ct lO their different needs and wants. 

H qmen a ion also involv s the us of promotion 1 

lX C) n r m rket segments is availabili y of goo.ds and 

s v c 

If rket ·gmenta ion is a strategy that goes dee er than 

r o uc d ff rcn 1a on. The strategy helps a marketer 0 

und rs and th over 11 arke so as to satisfy e needs nd 
7 

1an 0 iff e 9 0 ps in th total market . . 
2 . 3 REASONS FOR HARKET SEGMENTATION. 

2.~.1 Im ortanc of H rket Seg entation. 

The conce ~ of market segmentation has grown in importance 

OVP lJ, ~vet 1 decad~s. According to Wendell Smith (195 6) , 

H l_ R.I (1968) , G een .E (1977) market s gment tion h s 

PC V d of t ention from marketers nd marketing 

7. Ibid p. -a 
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c 'I ny rticl s h ve been written and present d 
8 

th e 0 rket egmentat1on. 

tc 1 ( 1 82) nd Reynolds ( 965) sta e th, t the prim ry 

on 0 • rk _ tng managers is to define the target market 

li ·h 1 g mdrke ing obJectives .. Harket s gmentatio n can 

t.h n u • to identify targ t. markets using cus 01 er 

• h r c ris ·cs . T is is followed by exami nat ion of market sl are 
9 

n poten ial stom rs bility o gen rate profits. 

r o.l ·r (1 89) nd Beckm n et al (1989) asser ed that it is 

no possibl or m o serve all customers in a total market. 

h g h customers are many and they have divergent 
10 

ne..: s n ey hff r 1n their buying requirements. 

1 ·n 11 Smith (1956) contends that du to product 

_o etition uh reby there has been an expanded array of goods and 

en _ll ith (1956) op.cit .3 

Hal ·Y . I ( 1968) "Benefit Segmentation; A decislon-
nted R se rch Tool." Journal of Marketing Vol.3~. July 1 968 , 

Green P. E (1977) " A new approach to market Segmentation" 
Bus1ness Horizons, February 1977 , p.Gl. 

9 . HcDaniel C.:.Jr , o .cit p.85 
I 

Reynolds \I.H "Hare Sense About ll arket Segmen a ion , Havard 
Business Revi w, Vol. 43 ( Sep - October 1965 , . 107-114 

10. Kotler p. Principles of Marketing 3rd ed. ~r ntice Hall J.j . 
198 

Becllm n .0, K rtz D.l, Boone L.E 
Harke ting, 3rd ed • Toronto, Holt. Rinehart 
Can da Ltd ; 1982 Ch pter 5. 
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services co t ng for the consumers dollar it is necessary to 
11 

havP a rket here a fir can axi ize its potential. 

John on (197 1} states that in the long run, segmentation 

llows 

this 

n g e nt to identify its best profit opportunities and 

ult 
12 

in a more efficient allocation of company 

r sou ces . 

Accor irg to Winter (1984) segm ntation is a remedy for a 

lo ke h< re nd/ or a position in o low growth market. 

Seg entation redefines the market such that a marketer's market 

dl y n w be do in t in d s ller niche, ltern tively. 
13 

certai seg ents of a low growth market may be growing. 

Kotle r (1988) , Johnson (1971), McDaniel (1982) enumerates 

so of the ways in which effective market segmentation will help 

a f 1 rm. H rk t segtOentation enables a firm to, ( i) Correct the 

timing of advertising and promotional efforts to period or 

sea ... on wh n lling resistance is least and respbnsiveness is 

likely to be at its maximum. 

(ii) choose advertising aedia wisely and determihe the proportion 

of the budget that should be allocated to each media so as to 

achie ve the desired impact. 

{111) design a product line that parallels the demand of the 

arke t. 

11. Wendell Smith (1956) op. cit 3-8 

12. 
TO!)l" 
p. 1 ... 

Johnson 
Journal 

R.H "!Iarke Segmen tati o n: A stra t egic ian age ment 
of m rketing Research. vol. 8 ( F brua ry 1971) 

13. lin _r :. 1; "Harket Segmentation: A Tac t ica l Appro ach" 
Business Horizons (J n- Feb 1984) P.57 
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(lV) d nt. y he target arke ( s ) which a firm can 

s or1 ly OVlde for. 

{ v) ca ch t.h- f 5 s1gn of a ajor trend in a swiftly changing 
14 

m rk t. so as to ke ad vantage at the appropriate time. 

Yo n e 1 (1978) states that segmentati o n directl 

t ~illt rod 
15 

pl nning, product positioning and ad ve r tising 

commun 1 c ions. 

Th. abov. n~mel y dv ntages of market segment tion can be 

appl1cable o pro uc s as well as to services. 

2.3.: LIMITATIONS OF MARKET SEGMENTATION. 

segm.' a io as an y othe r conce pt h "' i s short fa lls 

too. I t canno be applied niversally to all firms . This concept 

c n b aken as · pan cea to selecting a targe market and 

th~reby incr a win firms pro fitability. 

You ng S. e al (1978) states hat in some ins ances a 

markPt lng ~trat.egy is not ap propriate. He enume ra s 

the ~o llo ing as wOme of the specific instances when Segmentation 
1s not useful. 

( i) ·lhen he marke is so small that marketing o a port · on 

of i is not prof! able. 

14 . Kotler {1988) op.ci t. 280-289 
Johnson (1971) o .cit p.13 
lfc D niel (1982) op .c t. 85 

1 J . Yo g s . al " Sa e practicle considerat io s in ar et 
sPgn~n tatlon" Journal of arketing Research vol.lS (August 1978) 

.40 
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i ) H vy us rs ke p suc h a large position o f the sal s 

volun_ t at hey a re h- only relevan target . 

( iii) he bra nd 1s do inant in the market . This is because 

if c2 I rand is omi nant , targe ing he produc t or service to only 
16 

one or t 10 segmen t s of he market would not b enefit sales . 

P~ n v tk , .t .• 1 . (1 9 78) n 
I 

teo niel (1982) st t s th mark e t 

segme ta 1on incr s es certain costs . The more differentiat~on a 

produc t o r ne vice , he fewer the economies of sc e and th e 

higher h e >ro d uc i o n a nd inventory costs . A variety of product 

or .• r v1 ce s e lls f o r diff e rent product marketing mixe s, a 

co paLy 1s expec ted o use more resources in satisfying the 

d ver ent arge 1a rke s , Hence , an increase i n costs . 

KCC O r ing o Kib e ra and Waruingi (1988) . the use of mark et 

seg r tatio is no alw ys the best st rategy. They state that f or 

the s tr a e gy t o be use ful the marke t should be identifiable and 

me~sura blc , ~houl b responsive . 

The ma rke t ing m nager must be able to ide ntify whi ch 

ke up a c rtain market segment and they should h ve 

c a r acte r is t ics that are measurable. 

Th arke us be large enough to generate s ales vol ume 

that ensures ro fitability . The market should be backed by 

subs antia l pu rchasing power for i t t o quali f y for a different 

ma r ke t ing mix . 

Agai n, th e marketing manager should be able t o communicate 

effect ivel y efficiently to the concerned segme nt . 

1 &. Yoltng et a l op. ci p.4 0 5 
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F1 

ng 

.. he 

Bu s 

by ib r 

1 y. 

re c 0 

voca e unl ss the arke segments re 

e marketing prog ames devel oped for t e. , 
17 

be o e son o develop such programs . 

d D y (19 1) suppor and expand on th c riteria giv en 

an \·1 ruingi when they enumerate what is a · 'good' 
18 . 

m rk~ t - CJ e t. A good market segment and consequently a targ e 

m rk~t is I 

( 1 ) U'!as r >1 - e s ize and buying power of the seg ent can 

b~ ~st i a d. 

( 1 i ) Vi db - th s gment sho uld be large enough to prov~ de 

• rofitable busi PSS . 

( i ) cc s siblc- the segment should be one hat you can 

- _ctss . using m rk~ ing m1x elements . ' and is compa ib le with the 

bus es es stren~ h~ nd reputation. 

(iv) Si il r- customers wi hin the segment should be simil ~r 

i heir r s on · o rketing mix variables . so th t competitive 

a van tage can be dev lope d and coupled with competit1ve 

( v) Prot _ctable- he segment should be sufficient ly 

Ai ~erent from o ther segments so that the comp ti i ve a dvant age 

c n b pro ect~ ga nst imitation . and a valid s rategy can be 

dev lo ed to co ba co petitor ntries. 

17. Ki rd F.ll tnd B.C Warui ng op.cit p.70 

1~ . ur;s .J. nd n y Small Business Succ ss- tl rket ng • 
.. til • 'J• lfr; Gr . I 11111 Oook , 1 ~ 1 p. 70 
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~.3.3 COU ERSEGiENTATION. 

s t econom c conditions worsen and in highly segmen ed 

ons1 rs have become more sensible to th rel tionship 

ric n s tisfac ion. In some instances zo e consumers 

r ln o cc p pro uc s tha re le~s tailored to h 

tn v u 1 n· d if substitutes are available n at a lO\Ie r 

R nsik al ( 979) high 1ghted this phenom non \then h y 

'Cx c u 1v surv ye n ica e that mo omp nies h ve 

eon n _ 0 s1e seg enta 1on of markets an have n g e·ted 

o lbl_ o o unities for coun er segmentation. Thus customers 

" o r_ n 1 l ng o p y the premium for more c s om ized products 

appe r o hdve be n neglected, if not ignored, in 
I 

corporate 

s r teg y d~ve opm.nt . Where these customers exist in significan 

r.uub r • 1nsat1 s 1 d m rket segments exist that can be tapped by 
19 ' 

s1m1l produc sand ower price tags." 

The prob m of counter- segmentation is fa cing marke rs 

per;i,dly in some competitive industries. 

2. tfARKET SEGHENTATION PRACTICE 

.1 RKET SEGMENTATION PROCESS 

So e fir followed the traditional strategy of mark e t 

aggrega 10n in which a single brand is mass produced ~ nd 

distr ib ed to l · rg group of customers that are seen to have 

the sa e 1ants nd needs . 

13 . 
:;r-r;mr·nt; 
p . 100. 

n~ik 
1 ora , " 

A.J 
lJ Vel r 

nd o hers "Harketers turn to 
Busin~ss R view (September- oc tob r 

22 
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Du o co e 1 on some marke rs recognized h value of 

r 1 tc fer nt a ion. That is he use of diff rent produ~t. 

nr e , bu ion nd emotional features o es blish e 

~up_r io 1 y and ref rability of the fir 's brand. 

On 0 t ·- t d rket s gmen tion en sur ha produ\,; 

r erv1 s c osely match each segment's needs an wants. La ... er 

dr d Cull •y 83) giv s the rationale for using mar k 

~e n r an he aggrega e approach . Th e organization 
~ 

is ll kelr o be P.fi t y developtng a marketing mix that sa tisf ie 

so - r cul r segment or s egments of the total market rather 
20 

h·r destgnln mix to satisfy every one. 

he market r h s several otential basis for segmenting the 

n r • . g. og aphic. demographic , product ttributes and 

P:Jy ogr hie. All hese are used in dividing an he rogeneous 

Ill 1 k ~ in o peci fic homogenous segment that serve as target 

m rk~ for he co nsumer oriented marketer. 

r.o l _ 39 ) roposes a hree stage decisi on proc ss to 

s ent the marke t namely; survey stage, analysis s tage and the 
21 

profi ling stag . B ckman e al (1989) suggest five stage 
22 

dec sl.on race s for the sake of this study we will adopt the 

B_ckman's decis · on process. 

20. 
H ur 

Lazer 1. nd C lley J.O; Marketing Management 
ton llifflin co. 187. 

21. ••o le r , P. ( 1989) Prine iples of Marketing. 3ed. 
Pren ice Hall ll.J, 1989 P.284 

22 . 8 ehm e ul o .cit. p.l21 
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Th s g r ustra ed overle f1 

St.a 1: Select llarket Segmentation Base(s). 

Th - d s m rocess "' a r s when a firm seeks 

c a r c r 1 s 1 s o ., potent 1 a 1 buyers as bases h t \I i 11 a 11 o H he 

• J c; 1 ol fy h m into mark segmen s. Segmentation 

has_s s lecte ~t ou ld ensure that each segment con ains customers 

•. 0 ly o specific marke ing mix lternatives. 

St<ge ~ : Develop Relevant Profiles for Each Segment 

A _r 1 ~n 1fying he segmen s. the marketer should seek to 

u:1ders tand 

b ze \t 11 

! o ent1al customers in each segment. The segmentation 

ve h marke er an insight about the customers. This 

1s not e ou h o make a decision. The task at this stage is to 

dc v ~1o p c ~tomer ro iles in each segment in order to understand 

he a n eds . The cuz omers profiles are developed in regard to 

CliZ. , '!r::; ylc , lti ude towards products. use habits. 

d~ ag raphic char cteristics etc . 

24 



s 

ge 3. 

D velop Relevan Harket S gment Profile I ___________________ [ __________________________ _ 

----- ---------------~: _______________________ -----
I Forecas Total fark Poten i 1 For Each Seg ntl ____________ ____ ____ ] _____________________________ _ 

'. 
(-------------- --------------1 

---------- -- ---------------- --------~ ------ ------
I Ar 1 Co e i ive rorcesl 
I li h 1 n E ch Segmen I 

ID term i ne Harketing 
I tUx o serve ·each 
I Segment 

ro ecas t om Harket Share for Each Segment . I 

I Estimate Cost Benefit for Each Segment I 

ge 5 . I Do Bene its Achieve Company Goals and Justify I 
I I evelopment of each Segmen ? . 

--~~~~~ ~~~~~~~~~~~~~~~~~~~{~~~~~~~~~~~~~ 
I Dec:t s on on Selection of llarket Target Segment ( s) . I 

• d. ~t rom n .ck n' s 1 (1989rl 2) 
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t e Forecast Total Harket Potentials. 

In qe 3. marke seg ent tion and arke opportuni t • 

n 1 s s r us oge her to produce a forecart of marke 

n c seg en . The market po ntial s the up er 

t n ha can be expected fro a segment combined 

11 ~ on ,. r 's arket s at:e, and h s les 0 n ial. 

s a t s st ge Hhen a arketer decid s ~~he her the 

•• u ~:; 0 -" 1 in a segment is sufficient to ju ify further 

n 1·:; s. 

segments Hill be rejected while o hers \-till be 

att.ra~ tiv enoug for analysis to continue . .. 

Forecast Probable Market Share. 

f r tl e m rket potential has been estimated , the !lark 

sh r ca be captured by the firm must be determined. .t 

:.1 l ~. s '1~ com • itors analysis is necessary to det rmine thei 

osi .. ion n h t rge markets. The specific marke ing strat ~Y 

ho ld e de~ig ed for these segments. The 4 c 1 (; 

t . c tvities ead to he analysis of 

mand in each segment . 

he costs of 

... a p n he ot_n ial 

St. ~ 5 . Select Specific Market Segments. 

ht is stage the management is able to assess the potential 

' or I e ac 1eve of com any go ls and justify the devclopmen 

of o or ore c rke segments. Demand forecasts combined \11 h 

cos ro)P.Ct ons re use to e ermine the profit und re urn on 

in·.r :; en 

catkc in 

hat • n be ex e e from each segment. n analysis of 

cl d tactic~ \/ill determine t.l c degree r 

26 



co s ... ency u cor ora~e capabili~i s that ay be achieved by 

SeTVl Og h se assessmen s will determin managements' 

1on of s c ic segmen~s as market targets. 

2 . SERVICE MARKETING MIX . 

!n or · o h vc a broad underst n ing of hot to segment 

~e rvi ce ~ r~ - s , 1 is necessary o understand the ser ice 

x . Y tl r (19B8) defines m ke ing mix s he m1x~ure 

of co ~ ollab ketin variables that the firm uses to pursue 
23 

B ... ( 19 1) 

The 

• ~ 0 

t t e ~ p'o 

thr ~ ex~r 

' V• of le~ in the ~ rge market . Accor ing 0 

24 
ark ting mix re tools used to achieve sales. 

rk ng mix uhich is commonly used has 4p's namely 

ice , o o 1on a place . Hagrath (1986) contends that 

r n enough for marketing services . He dvoc tes for 

's to be included in the marke~in g mix. These 

ncl d. p r,..onn• l , hy¥ c 1 facil ies , and process ~n gement. 

The ark lng m1x is Intended ~0 achieve an integrated 

d t r : t. ing ) [0 ·h. calls for a fra work fo · in cg ra i t 9 

d iv e s e arket q tn::oks. The service business ar supposed 0 

d , _ c. or i egr ed rketing mix \lhich incorporates 

o:: r son nel, hys cal facilities and process management. fagra~h 

oJ .at s h f ilur to focus adequately on personnel 

hy s l-al assets and process management can spell disas er for 

fi ms ; an by lgnorinq th se three addition 1 p' means 

ig nori ng elements crltical o the marketing of services. 

Kotler (19 op.c . p. 5-96 

2 Buss J. dnd 0 yR. op.c1t. p. 18 
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.. . 5. 1 

. 

h he e·r 's are in erconnec~ed an re resen vital 
25 

n e 1 m :; in he manage. nt of service b sinesses .. 

p r onnel. 

on tre key in the creation and delivery of services 

h . Services re resen p rsonncl reducing 

.......... g1bl efforts. The consuncrs identify the rai~s of 

C- •. r"o 1 li h the firms h y work for. A firm t t 

oro c s or ro vi es services should consider personnel as a 

a) r v riable n provision of the services. 

• c ., 
-. J .. - Physical Assets. 

s1ca l services fac1litate or enhance the marketing an 

- 1 (! 'J of _rvices. A consumer has to experi nc a servi ct . 

Thi~ eY.p r ienc is greatly affected by both the visible physical 

f C i 1P~ and hOS@ h t ar no visible but are neces ry 0 

p ov1 ing the s rvice . 

. 5.~ Process H nagement. 

h roc.~s m n geDent ss res s ervice v~ 11 bi 1 i y 

co r, :; en u i y d r1 g production and consuLption of a 

service . Ti hou t sound process management , balancing service 

th er• i e ~u ply is extremely hard. Since services 

nn ot be s ored 1ays mus be found to handle pe ak loads and 

op 'm ize iff ren c stomer needs with varied ex ertise levels 

te service firm . Process management involves t :lSk 

:c:; . '1 t,h 1\.J: "\II n Har~ ing Services 4 p's Ar No F.noug . 
Business Horizons (Hay/June 1986) pp .4 - 50 



sc _ ules, t ne n su ervis on of ac ivi ies i n he 

ov s ·on o a v c . 

Bu ss 

advoca 

and 

b 

H rfo d (1993) give a si ilar view as t 

tt g h ( 198G) • They give the follo\l ing 

ass ifl c a ton 

( 1) 1 an v 1 encP. 

(ii) corpor e identific tion 

( 111) rol ing he environment 

(lv) o g niJ ion and planning 

THo o 1r cl ~:a ic tions . n ely "hum n ·vidence" 

"co o r t ldentifica~ion" can be compared to the "p" 

nd 

of 

The c s o er can be shoun evidence of quality of 

scrv c e by he n forms (e.g. the smart uniforms worn by the DHL 

., r.~on nel). or r '"'S that is \lork rel a ted , e . g . the doctor's 

1h1L co a t o b nker in his pin-strip. 

The r endl facial expression is also a very important 

a~ r ct1on o t e cus o er. 

Th e cl s 1 1c t.ion , namely · co n 1.·olli ng he 

env ron n he •p• of hysical asset. Th emphasis 

,.) n e 't. r~>, i!; ::; • attrac ive dl plays - for example the 

4spl y c an be f.or promoting he service or even f or dis tracti ng 

t.l e c ustomer ' G ind \1 en the expected service is distressful o r 

f ul such as tooth extraction) . Soft background music can b 

Jurt o f he controlled environment. 

The four h class ification "orga nisation and planning" 

d ~ s he th1rd "p" of proce ss management. 



"'.6 SEGHENTING M RJ<ETS. 

T ou h ar k ting mix for pro ucts nd services are iffer 

0 e ;: 3p' te have in the services . both serv1ces nd 

ar 1 r , n h t cus omers buy he to satisfy 
26 

n d n s r roble .. s . Since market segmenta ion 

. ol v .fi the of breaking he to al market into segmen s t 

... h r com on r per s, he bas s use for segmenting consumer 

~ I. ; n be 

The needs n w nts of consumers differ nd this calls for 

~re m .rk lng m x to satisfy those needs al)d Hants. Due 0 

h s f th e ne "d o segmen the market arises. The ask 

onfro nting ma keters and market researchers has been to develop 

e 1o rk or so e guidelines upon which market segmentation is 

to b. b se . 

In ~e gme n ing consumer market different authors 

ren ~; ys or · proac es. --- Kotl e r ( 1989) and Lazer .1nd 

Culle y (1983) rovide a very profound classif i ation. Th sc 

s 1 vi _ e seg en ation variables into \-10 br .:.~ 
27 

grou o . 

(i) Consumer Characteristics e.g. geographic, demographic 

un s ychographic variabl s. 

{ii) Consu er responses to the pr~duct or service e.g. 

ben~ ftts sought . se occasions . and broad loyaltie s. 

~~. e ss J. and Herford G. op.cit. 

27 . ,o ler (1989) op.ci 

L ~ •! t: H . 11 d C u 1 e y J . D : o p . c i t . c t apt e r 7 
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ccor n ... Kih r n Haruingi her is no one righ \1 y 

o. s 9 ke s. They use he al lowing as the basis of 

:.. '9 t n h e ogra 1 • geographic, psychographic 
~8 

b 0 s lC iahles. Ko~ler. L zer and ibera seem 0 

on I CJ.'J o( entlng the market. 

lcDa icl (198 9) sim ly ivides he variables into five ba~ic 

• , m t ' n.! 1 y r mog >lie (i.e. 5 x, ge, f mily lif y 1 

1 co etc.), geogr phic (i.e. by region, urban or 

1) , ... y hogr 1 (1.e. life-s yle or personality),benefi 

.e. -s~e . good , feels good , smells good etc.) and finally by 
29 

:o u e ( · . e. heav use or light user). 

l . SEGfENTATION BY CONSUMER CHARACTERISTICS. 

The segment tion bases used rela e o pro ucts. They can he 

e for ervice oo . 

• r,.l Geographic Segm ntation. 

eo ra h c influences are important to the marketers. Th ey 

I c 1 I.; uch o.1:::l ·c o ~ loc tion of human popul ion, cl im · 

o olog , n tural endoume ts and many other aspects of geography. 

In geograpl c .... egrn ntation, the marke is divide in .o 

dive en geogra 1c 1 p rts such as cities, pro inc es , 

r ct.... . divisions ased on he idea that consumer needs v ry 

f o one reg1on o another . 

r. ll. , nd . C ·laruingi op.ci . p. 70-71 

'J, l1ttc:: n el C. r; op .ci . .96 
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_c e o ope e on or ore geogra I 1c 

reiJ n o • e oods or servi es ilored o hat particular 

on. G'! O t' h 1 segmen ation can e very useful in region~ 

r nc ;ctr variations in climate . 

., . 6 . 2 . Demog phic Segmentation. 

A .. 0 9 .... et 1 (1978) s a ted no single a lHOach can be 

llu'! to s _gm n 1 m rkets as s eci ic competi ive structure nd 
30 

~ 1 ro ITi nt e r in he ap ropriate approach. Geogra hie 

seg '! n tlon 1 not be relevant to some situations here fore 

o t her vari ble like emographics are used . 

D. o qr s.gmentation involves the n lysis of 

ch eris ic... tha prov1de a rofile of the consumers . The 

.arke t is d1v1 e d 1 o groups on the basis of variables such as 

x. family size. family life cycle . incom • occupation , 

r li') 10n, e • . 

Accor ing 0 Green ( 1977) and Kibera et al 

n cion is a ong the most 
3 

::eg e i rn a rke s. 

r. o 1•. r . on e d a demographic variables rP. use 

(1988) 

bee use 

he~ ave proved o b good predictors of differential buyer 

res ~nse. They are also used because t ey are the only variables 

f r -.1hich data is easily available . 

Buss nd Day (1991) states that customers' needs and 

30. Young ~. et al 11 

3 1 . Gre'!n ~ (1977} o. cit. p.61 

Y. J b ,. cJ • II . .C. \1 u1 ~1 o .cit. p.71 
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ro.: c u i r 1 en s of en closely related 0 demographi 

;ha ics or v riables and thereby they ar commonly used 

t ~t;rcnt. an en target rket.s. They re fac ual an 

co uen s er 0 easure. Psychographic r behavior.al 

re o en trans a ed to demograp ic v riables so 
32 

tha . y c n e e s r ble. 

d hie v r ables re popul r i is lmpor nt 0 

oo at e c of he variables separately. 

Age and Fa ily Life Cycle. 

The n s n needs of peo le 1ill change and they advance 

n a~~ · Their ne ds for roducts or services change accordingly . 

ee - of he infa • bachelor and an old person all differ. 

~he fan s c nno be considered for recreational faci li ies an 

ei I••: r, n aged b consi ered am jor consuming group for oys. 

T e family life cycle can be considered to have at least 

five s agrs. 

(i) B c elor 

( ii) I 1ly married 

(iii) Full nest 

(iv) E p y nest 

(v) Sole survivor 

... . - f 11 nes s ag can be subdivided further depending on 

~re·.· a lin:) fa 1 y con itions. It seems in most African fami i. 

m t.y ne~t. does not seem to be resent ue to 

• 7 . y . o .ci . .73-74 
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X n e fa. ltes, ny old men rry a sec on ui e a r 

r me t nd t e probl t:l is com ounded by having young ld s 

ol a e. Sole Survivor stage iw rare. 

or ket.:rs h family life c cl is 1 ortunt because • e 

~ a n urch sing O\ter ch nge nd de elop s h fa i y 

, I) I w fr o m b- ch •.: or 0 full nest. For example nC\11 1ed Hill h ve 

de ma nd for. home-making f. j]i ies e.g. u ensi r,. , 

IJ '' ur c nd otl er ... crvices relating o ha ge. 

Es ecially in e African setting age and fam ily life cycle 

~a be a poor redictor of timing life events. Technologic 1 

ncement an heal h a1areness may compound the use 0 

d ~ mo r a h i c v J ::- i a b 1 e . K o t 1 e r ( 1 9 8 8 ) ~serts hat age has becom. 

J r re ic<:oc of ming life events , persons h eal th, \lark an 

fam 'I s atus. Therefore a oor predictor of a 
33 

person's 

in _,. r ~s s. re o . upations and needs . For example some people 

age (55 yedrs) are s~ill sending some of their kids to 

n sJr ~,.. ry ·•- ~ O O}S, Hh lt. ls is us al ly xpected i "" "5 ye r l 'd 

ar t . 

(b) Income . 

Seg entation by income has been used for a long time. Goo s 

an services demanded by consumers depend on their purchasi g 

~ote I come as ari ble for segmenting a ,market presen s 
3 

e in problems as highlighted by Lazer and Culley (1983) . 

"3. Ko ler (1988) op.cit. p.288 

3 . azer 1. and Culley J.D. o .cit. p.276 
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he assert h b fore nco e is used as seg enta ion bas • 

'"oU SSU#!S US 

( i) he mo:; a ro ria e uni o! n lysis must be determine 

l.e. should he 1ncom~ be measure p apia, per receiver e c.7 

(ii) the ClOSt ropriate ty e of income must. be deter ined 

gro~s nco c • ne inco e , dis ensable income etc. 

( i i) t. e na ure and extent. of the relationship between 

come , tea 1 h , ere it poten ial nd consumers ability nd 

tillingn.ss to buy should be established. 

( 1 v) ncorn de min rna n i analyzing national r 

reg o 1 differences in income levels, distribution an 

pur h si g poter. 

:otler ( 198 rgu s that income does not nec essarily 
35 

re ict h be~ customers for a servic or product. 

T e Engel's la\1 may be a good guide in segmenting the market. 

ccording o Engel . s the family income increases: -

(1) A smaller percen age of expenditure goes for food. 

( 1 1 ) the perce gc :;pen on housing n househol 

o e tions and clo hing remain constant . 

(iii ) the ercen age spent on other items ( such as recreation 
36 

cation etc.) \1111 incr ase. 

(c) ll:!. 

Buss and Day (1991) , Kibera and Waruingi (1988} content that 

se A :; em loyed o segmen a nu.ber of market including clothes , 

')C ..... . Kotler (1989) o .cit. p.2 9 

% . Y.ib r F.l n B.C. laruingi (1988) op.cit. p.72 
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1 s. d~ o r 0 ::; e• e segmentation is one 
37 

c ord g t ~~ ent f each sex. The marke r can 

Sl . advan c.ge 0 ~ X segmenta on by retnforcing he 

9en et 9 in order 0 ppe 1 0 the ap r"op r 1 e 

se ent. 

~-~ Pwychogra ic Seq entation . 

T typ of ~ g en ation examine peop1e's life-st le , 

o 1 ves . op1ntons , n er_s s ond activiti s. T\ cording 0 l1 s 

<t n o- 1 (1991) tl is . y e of segmenta ion can be v ery ex pen 1 e. 

t. -an a :::o b _ dif icul y 0 tran late the market scgn ct t 
38 

ed into emog hie cus omer characteristics . 

F~"rrell n rr e (1982) asserts that psychogra ic 

1 sions can be e fective bases for dividing the market thou gh 
39 

r uce \till continue o be limited due to c-. 

(i) they are more difficulty to me sure accurately than are 

:::_r.J ent ion vat ables. 

! i i) he rela ionships among psychographic variables an 

ne·s 11e o im_s oh~cure nd unproven. 

( 1 i) Segments t resul from s ychographi c segmentation 

T. • nrJ b r .uchah Cl r c eristics that have ce n uaed f r 

p~ c o ra hie segmentation include social class , personality and 

., 
"" . n .c. \'lar ng (19 8 ) op.ci ) . 71 

Bus.J J. and Day R. (1991) op.ci t. p . 75 

.,8. Ibil .75 

39. F r ell o.c. and H.lt. Pride {1982) op.ci . p.8:! 
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Social Cl ss. 

1 1 s s lS tie sure s a cornbina ion 

, l.OC O e , ed c on . ~ea h a others. Th assumptio . 

o le in e sam social class have simil r in e res ts 

values a n nners. 

t.y Eng (1 78) i nt.ifi d an 

cs of six jor merle n ocial c asses namely pper 

r n ) o t•- u l p c r s ( ., p e r c n ) , U per 11 i 1 e s ( 1 : 

.' •: t ; r· n ) , m1 1e 1 "'"S ( 30 ercen ) , Upper LoHer class ( 35 
0 

l •l r c c n t. ) n Lo u~r Lowers (.,0 percent). 

B JSS an ( 1991) entif'es several social classes 1 

a , U r Cl s (8 rcen ) , idd e classes ( 6 percent). 

.·ork: class 28 erce nd the remainder of the dpula ion (4 

) . 

~oc ial class is i ortant to the marketer articular the 

c nc _ i a .. rong in flu ence on the consumer's 

\1 e var e · of rodu cts and service s. any firms 

h 1 r rod c ts s rvices for ~ ecific soci 1 cl ·ses . 

:J ) Personality. 

T ·~ n c u_nes of ~ople inf ue ncc their buying attern a 

e. viou r. ta e~ers a e used ersonality variables t.o segmen 

. , . ' . 

En~e l J.F: c~ al Consumer Behavior , 3ed . Dryden 

Press : Cl ed hy Kotler philip ( 1984) tlarketin g 

n ::; s nd y op.ci . .75-76 
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rk s. y try ... o ndo eir roduc s \11 h brand imag es 

he Gelf- m 9 of he arti m<lrke nd 'y 

b h s een successful y segmented in 

t • • s y. 

c ) Life-style . 

. i f c-:o. y . ~gme t ion divides le · market into scgmen s 

; o lo;, eo ">le 1 ve . The life-style terns o f 

re ~ sure using hr ee v ri bles na ely ac vitie s , 

:nt r _::;t!; a 0 inio s. Co su.ers In er sts in var ou s goods and 

1n hLir life-~ yle and the service s and good. 

h t::: _n joy ~ee ··c heir life-style. Today's rr.ar eters are 

c r s 1n 1 .. s en in g eir tlarkets by consumer life-style 

S t e c; nll" he make 5 of cos.e ic::;. alcoho lic beverage s . 
4 

II~ l \ 1 • -

. -; B . S GUENTATIO BY COllSUUER RESPO SES. 

'!', ico • -! ::;egme a o re ui res marketers to ~egmen t th e 

b./ vi ing he buy~r::; in o grou s on the ba ~is of thei r 

J:r. Hl• i ge . se . ~itude . or response to a product. 

his ype of segmen tion focu ses on th 

ing be 1/lour of the customers. on \1hen and h o\T urchases 

rr: .•. e and \th o influe nces the pur hase . Several authors Green 

'J 7 7 ) and ll a h j n at a 1 ( 1 9 7 8 ) and K o t 1 e r ( 1 9 es ) are in 

; -. Ib id .77 

L. oseph T. Plumr::,.r . 'The oncept an Applicati on of Lif -
~~-, .. _ ... cg _n ' lo . ' .Journal of !farketing. Janu ry 198 • p.33 
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·gree n h beha lora variables are he bes 
4 

arting o n 

.or # o~str c itg mar se men s. 

Benefit Sought. 

H 1 • ( 196 5) a ~ \in (19 8) 1 their various market ng 
45 

1 'i 1!'5 e nu. e a e 1 or an e o benefit segmen a ion. T c 

t buyers can be segmented accor ing to he 

l· • 1 t· lJ 1 a r 1~ • '· • t t z a e urc seeking when 1 ey ur hase 

or s vice. any onsumers seek more than one benefi 

t ,,,, t. l .! ~t 'Jll.; _ o product u ich hey purchase. HO\ICVer here is 

over r ... di g t._nef t 1hich the buyer seeks. Therefore, in order 

for t l m rl .e ... er succee he should determine the major 

ben_f l s h a onsumers ~ight be looking for in the product or 

• (: l '/ i c cl a s~. and the kin o consumers looking for each 

ene~ t. 

.cco r ing o Youn (1978) segmen ation base on ben fits 

-i - ~- i r: • d S U I lly he o~ me ningful type o use from n 

.;:.d .: ... i n') s - n(_. o in ~=ts it ircc ly facilitates product planning 
4G 

-..os i ioning, an ver isi g communication . 

4 4. Gree n P.E. (1977) op.cit . p.62 

'I.: J n . , n Approach to 
Journal of Marketing Research Vol. 

Ko ler P., (1988) , op.cit. .291 
;:. . ta l . I ( l9t2 ) o . _i . p. 30-35 

'ibe ra 

norma 
XV ( U 

a 1 

ive 
ust 

a ( 1978) "Issues and vances in Segmentation 
__ ,; r c h , " Journal of Harketing Research Vol. xv (1\ugust 1978) 

. -. . Yo ng s. e ~ a O).Ci . . (}G 
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r in 1 s s th b n ~1 s n ion is su rior 0 0 r 
.,.. 

~ .:n~ 0 C" ra eg e ... in 1 s resses ir y he :a • s ow 

esi e ... 0 on sum r ... r t.cr h n ny charac ris ic or b· v-
47 

ern relate to eir s isF c ion. 

B r e fi en .:1 io is 11 ely used but 1 c .. 1nnot be use 

ons cs .-.ci lly \there r Hional p · ie ines ve 

so at all marke 1ng ac ivities are based on rice 

l _ cls or lc ) n~f' esire are determined y he occasion or 

JU ose. 

(b) Us r Status. 

Iarke s c n be segmen e in o non-users . 
I 

ex-users , lig t 

-- r~ . 1se rs, re ul r users of the product. To mar eters 

''I use s as clear an oppor unity as non-users . A s udy 

T ~l- 74) sl o1ed hat he v users are o en a sm~ll 

r~~ a g e o- otal users. zhou d be noted th t heavy scrs 

•. V! a com on e agraphic, psychographic and media habits tlat 

,.._ ··r• be e Y. oi te o nhance produc or service sa s. 

(c) Consumer Loyalty Status . 

( ?08) ~~cr~s t ~t consumers c be loy 0 

. 
c . ai br n ... 

wo store or other entities . HoHever, brand loyalty 
9 

i " n f mor ... goifica 0 the firm. According to 
50 

95 2) there are type oyals:-

7. Y.ibe a .!. and B. C laruingi op. i p.76 

. . 

r 
oJ 

THe D. :. " Ho; Im or ant o lai'keting r.:~ egy is 
Js er .. ?" Jo rn 1 of larY.eting. January 198 . 72 

Ko ler ( ~ 8) o .cit. '\ll . .. 
0 0\1 G.!! ( 952) : cite b otler (1989) op . cit . .2 94 
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( i ) rd core O'J s- this are consu erz •1 h undivi e 

I') ' 0 y to br~.n . 
( 1 i ) of core lo • ls - e re resent a consumer ti .. h 

'J e 0 al }' b t.Hecn :o or more br n s . 

( i i ... if lo als - tt lS refers to those consumers Hho .;;J, 

::.' 1 fro .. f vor· ng one br nd o o her and lastly. 

(iv) Suitchers- they do no shO\t any loyal 

m ,..k con~ ~ ~ of th first four types ~nd 1 is 

~ · t·J of each arke er o formula e str tegies to attract and 

l r. in t e r • t van arget groups . The abo ve typ ~ are very 

portan o h. markc ers since they rovide information as i 

. l ... :; t t.!._ f r s m rketing s rengths and \leakne sses . 

I • ... 

e bchav ouristic segmentation other segmen tion inclu c 

G ~ sian , vo ume or usage, etc . 

:!.7 CONCLUS OU. 

... e men in service mar et does no seem to be very ea y 

• l • i ~~ • 1\ ~ i t 1 !; t 0 co sum r m, rk so it can be fo r the servic 

.... ·- . .. ... .. . Several criteria for judging market segmen s have bee 

...... ) .. ,.. e • ~ e 1 erature ro oses th t the most common criteri 

r~ • hat market segments ought t o be identifiable , 
I 

sizable enough 

o he rofi abl~ and amena le o efficient targe ing via medi a 

::;c cc ion. 

n ser ·1c. arke and consumer marke the segments may no 

'" abl · over jmc. There ma e a c an ge in benefit segmen s , 

or r;l · nge in benefits esired , or he segments may b.came smal cr 

~~ rge , or d ogra ic char cteris ics of he segment chang~. 
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.. ... 

h ark~ t.ing s rate ies r.1a nee to be cha ed for each 51 
t on . 

I In order o eter. ine how he service arke s are segmente 

s ceszur to conduct a ~urvey in order to documen~ his 

. d f in o n rt c her s rvice marke segment tion i"' useful in he 

~i n ancial sec or. 

~ : . " lan o ne R. nd others " The stability of Benefit Segments" J ournal of Harketing Research Vol. xv (August 1978) p.395-6 
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} . 0 RESEARCH DESIGN 

The chap er onsiders he popu a ion of stu y, he da a 

.o l•.ction ins ruments . a Hell as the data analysis me hods o 

h o ac l~ve h state objectives in chapter one. 

1 . 1 Population nd sampled sign 

Th~ population s udy consists of all the commercial bank~ 

tJ?e • tng in .~ny as enumer ted by h 
I Centr 1 Bank of Keny . 

3.2 e pondents 

The respondents will be the arketing managers, sales 

~an a)e rs . senior marketing officers in head offices of commercial 

ba ... .... o erating in Kenya. In short , the respond ents \-1ill be 

rho undPr ke the marke ing activities of he individu.:tl 
~ . .. lrr..,. 

The data rill be collected by means of structured 

1uez~io naire (sea pcndix 2). The questionnaire\ ill con~ist 

o~ both o en-en e and closed ended questions. 

The questionnaire will have two sections name y . section A 

• d sec ion B. Sec ion A will consist of questions aimed at 

ob i.i ning gener 1 informa ion such as ownership, services 

total umber of employees and other demographic data. 

.. ,., .• ,,m r• will ''JnJa ot pcit'icqucion L 1 ' ing to h' 
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o~ j cct iv e o he s u y. 

~h e 

oss·b l e , 

e a p li 

u es i o nnaire w · l be ad inistered in person 1here 

o herwise, he ·drop an pick - up later' method will 

3 . 4 Oa t analysis 

i v en he n ture of the study , he researcher intends to 

- e ~ 1m P d a nalyais ools like ables. propor ions . charts 

-nc percenta ges . Fur her analysis to measure the significance 

of h; di f e ren ce s of h mean scores between different segmen

a tl on var iable s {dimensions ) will be done using t - test. 



CHAPTER POUR 

. 0 ~ ANALYSIS AND FINDINGS 

Chapter four con ains data extracted from the fully 

ompleted questionnaires. The data is analyzed and presented for 

n l ysis in for of abl s which are based on the rimary d t . 

Th1 s is done in six sections as follows. The first ~ection 

1 

on ins a brief descrip ion of the respondents in regard to 

h·ir groupings , siz of the co mercial banks as it relates to 

o l assets and finally size of commercial banks as it relates 

to number of mployees. The size as it relates to number of 

o. l assets was adopted for the purpose of this s udy. Also the 

sec io n dealt with the ownership characteristics of the 

r.omne rcial banks. marketing insight and finally findings. 

The second section dealt witb the market segmentation 

pr ~Li e by com ercial banks in Kenya. 

The third section that has also a direct bearing to the 

n 11rly dealt with ctiviti s r lating o marketing segmentation 

a nd us eful of this concept to determine target market. 

The fourth sec ion d al with ex mining the most commonly 

used market segmentation variables so as to determine to what 

ext nt they are used by commercial banks in Kenya. In addition, 

a fu rther statistical test, the t-test was used to measure the 

dif ere nces betteen the means scores of segmentation activitles 

a n d va rious segmentation variables by commercial bank groups. 

The fifth section dealt with the usefulness of the market 

seg ~ nta ion. and other strategies used if market segmentation is 

no use ! 1. 
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The fifth p rt de lt wi h criteria that are u ed in enya to 

1den ify a 'goo • seq nt, and finally part six dealt with 

whe he r seq entation vari bles used for a product market is th e 

tmP s the o ne s use d for a service market. 

4. 1. 1 . OVERVIEW 

The aim of thi s s c tion is to give an overview of the 

res onde nts who comprised the sample and who gave he data used 

o r analysis in his chapter. As stated in chapter 3 on research 

PS1g • th pop ulation comp rised of all comm rcial banks 

operating in Ke nya as defined by the Central Bank of Kenya. 

~r~ 1ere 30 com ercial banks in operation and all o f them we re 

cnos~n . Out of t e 30, 23 commercial banks responded favourably 

which is a tota l response rate of 76.6\. All the 23 

_s ionnaires were properly co pleted for this analysis and all 

h- ques tionnaire were filled with the assistance of the 

r~s rch er. The commercial banks were divided into six grou ps 

bas d on the total assets of the banks and each groups was well 

repr se nted . No group was inadequately represented in the 23 

responde nts and hence the result are reliable. 
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TABLE 1 

ANALYSIS OF RESPONDENTS 

--- ---------- --- -----------------------------------------GROUPS I SAHPLE RESPONSE PERCENTAGE --- ----------1---------------- ----------- --------------
I 

1 I 4 4 100 
2 I 4 2 50 
3 I 4 3 75 

I 10 7 70 
5 I 3 3 100 

I 5 4 80 
I 

TOTAL I 30 23 
I ---· ---

Tocal Response rate1 76.66\ 

source: Research Findings 

\ 

Table 1 shows the analysis of the respondents. The table 

has fou r columns. The first column s hows the groups in whi ch 

Lc1nh; t · ve been classifi ed depending on their size (as determin ed 

by th ir total ass ts). The second colu n shows he number of 

com1 .;rcial banks that contributed to the sample. The next column 

shows th number of respondents from each sample. Finally, he 

last column shows the percentage response rate. For example 

group 1 had four out of the thirty commercial banks in the 

sam le , and four a re to be analyzed in this study, a respon se 

rate o f 100 percent. Groups 2 contributed four com me rcial ban ks 

and only wo respondent in time for this analysis , i.e. 50 

Th re t of th table can be in rpreted in 

similar manner for all the groups. 
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G n rally he respons from th groups was good, gro p 1 and 

g r o p 5 had the most favour ble response, i.e 100 perc nt each. 

Th e overall response rate was 76.67 percent. 

The table 2 below shows how the groups have b en cl ssif ed 

d~ di g on he otal sse of each commercial bank. 

TABLE 2 

SIZE OF COHHERCIAL BANKS AS RELATES TO TOTAL ASSETS 

I ,rQup I Total Assets I Number of Commercial I 
I I I Banks I 
l-- -- ----1------- ------------------------l---------------------l 
I 1 I 9 , 0 0 0 ,000 ,000 and over I '4 I 
1 2 I 6 . 00 0 . 000 . 000- 8,999 ,999,999 I 2 I 
1 3 1 4,000,000,000- 5 999 ,999,99 9 I 3 1 
I 4 I 1,000,000.000- 3 ,999,999,999 I 1 1 
1 s I 100.000 ,000- 999,999,999 I 3 I 
I 6 I 10 ,000.000- 99,999,999 I 4 I 

Source : Research findings 

TAB LE 3 

SIZE OF COrttfERCI AL BANKS AS RELATED EMPLOYEES 

IEmpl oyee/Banksl Number of E ployees I Co••ercial Banksl 
1- - -- ----------1 Employees I I 
IClas sificationl I I 
1--------------l---------------------l-----------------l 
1 1 I Below 499 I 19 I 
1 2 I 500 - 999 I I 
1 3 I 1000 - 1999 I 1 I 
1 4 I 2000 - 2999 I 1 I 
1 s I 3000 - 3999 I 2 I 
l--------------l---------------------l-----------------1 
I TOTAL I I 23 I 

so u rce a Research findings 

Fro the above table 3, 19 commercial banks had a work force 

ot 1 as h n 499 employees. 2 banks had a workforce ot between 
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1 00 1999 and 2000 - 2999 employees respectively. 2 other 

ban k s h d a workforce of between 3000 - 3999. When this is 

compared o the groups based on total assets. the size if 

mea sured t e nu ber of e ployees can be aisleading because some 

relati vely large banks have very small workforce. Though all 

t.he · big • four co aercial b nks have a workforce of aore than 

1000 e ployees . 

TABLE 4 

OWNERSHIP CHARACTERISTICS OF THE RESPONDENTS 

Owners hip/Group 

1 
2 
3 
4 
5 
6 

TOTAL 

LP 

0 
1 
2 
3 
1 
3 

10 

LG 

1 
1 
0 
1 
0 
0 

3 

0 
0 
1 
3 
2 
0 

6 

PLE 

2 
0 
0 
0 
0 
1 

3 

PGP 

1 
0 
0 
0 
0 
0 

1 

TOTAL 

4 
2 
3 
7 
3 
4 

23 

-----------------------------------·--------PERCENTAGE 43.5 13.0 26.1 13.0 4.4 100 .0 

--------------------------------------------

LP - Locally Owned Private 

LG - Loc ll y Own d Governaent 

r - Foreign Owned 

PLF - Partly Locally and Partly Foreign Owned 

PGP - Partly Governaent and Partly Privately Owned 

Sou rce s Research findings 
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Table 4 shows the nu11ber and ownership characteristics of 

t e co mercial banks involved in the study. The researcher felt 

1 was i portant to know the ownership characteristics of the 

respondents. So as to get an understanding ot their response 

owards the concept of arket segmentation. The table provides 

the fo llowing information 43.5\ of the respondents are wholly 

locally privately owned firms. 13 percent are wholly locally 

government owned, 26.1 percent are foreign owned. and finally 4.4 

percen t are partly private and partly govern•ent owned. 

4 .1. 2 TABLE 5 

MARKETING INSIGHT 

COMMERC IAL BANKS MARKETING INFORMATION 

I Ele ents !Responses I Percentage I 
l---- -----------------------------l-----------1--------------l 
I Has ma rketing department I 16 I 69. 5 I 
I H s no marketing department I 7 I 30. 5 I 
I Is a me b r of m naging board I 5 I 21. 7 I 
I Is not a e ber of 11anaging board I 18 I 78. 3 1 

Source ,Res arch findings 

The table 5 above gives information that relates to whether 

the respondents have marketing depart ents or not. It also 

provides information regarding the board ae11bership of the mar-

keting officers in the commercial banks. 

Ou t of the 23 responses 16 commercial banks had a marketing 

department. This represent 69.5 percent of all the responses. 

Another 7 co ercial banks were not having a •arketing depart ent 

i.e 30.5 percent ot the total responses. 
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In only 5 comaercial banks were the •arketing official a 

he r s of the managing board of the banks. The rest 18 commerci 1 

ba n ks had their aarketing anagers/officers not ae bers of he 

manag ing board. This represents 78.3 percent of all the respond-

en ts. 

Lack of e bership by ajority of arketinq officers in the 

ing o rds of the com ercial banks ay denote that marketing 

is not fully e phasized. Secondly, seven of the commercial banks 

did not have arketing departments and this aay aean the market 

is n o t well developed. 

A ong the se v n co mere! 1 banks that did not have a arket-

1ng depart ent, the following were undertaking the marketing 

ac t ivi ties for them: credit officers or credit service officers, 

senior manage ent staff, or financial controller. Managers and 

se n io r anage•ent staff were the ones used •ost in this situa-

tion . 

!Numbe r 
1-------
1 1 
I 2 
I 3 
I 
I s 
I 6 
I 7 
I 8 
I 9 
110 

TABLE 6 

HARKETING FUNCTIONS 

FUNCTION 

I ple entation of customer service 
Product development 
Monitor co petitors information 
Fo r ulate marketing plan and do research 
Prepare marketing reports 
Advertisement , promotion and publicity 
Identify a rket segments 
Maintain existing business 
Mobilise deposits 
Provision of co•petitive interest 

source t Research findings 
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RESPONSE PERCENTAG 

1 4. 3 
8 34.8 
2 8. 6 
3 13.0 
1 4. 3 
9 39. 1 
1 4.3 
1 4. 3 
6 26. 1 
1 4. 3 



Fro Table 6 above. the commercial banks gave the functions 

undertaken by their •arketing depart•ents. Advertise ent, 

pro otion and publicity was leading at 39.1 percent, followed by 

product ( s ervice) development at 34.8 percent. Another function 

stated w s he mobilisation of deposits. which vas given at 26.1 

pe r cent. 

On l y 1 c om ere! 1 bank qave the identification of mark t 

segment as a function. 

Hany of the responses viewed the services they offer as 

products; evidenced by nu ber 2 of the marketing functions. 

4.1.3 OTHE R FINDI NGS 

Question 17 was intended to check whether co ercial banks 

devel opment a service (product) to satisfy a newly formed market 

seg~ent. The two tables below provide insight into this. 

Table 7 

PRODUCT (Service) Development 

INO. I ACTIVITY IRESPO. I \ I 1-----l-----------------------------------------------l------l----l 
1 1 !Has deve l oped a service within last 2 years I 17 I 741 
1 2 JHas not developed a service within last 2 years! 6 I 261 l-----l-----------------------------------------------l------l----1 I I Total I 23 I 1001 

source a Research findings 
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Table 8 

SERVICE DEVELOPMENT ACTIVITIES BY COMMERCIAL BANKS 
----------------------------------------------------------------
INUt8ER I AC IVITY IRESPONSEI \ I 
l-------l--------------------------------------l--------1-------l 
I l I To fill a service gap in the market I 8 I 34. 8 I 
I 2 I To get a co petitive advantage I 13 I 56.5 I 
I 3 I To keep pace with the compe tors I 7 I 30. 4 I 
I I To eet consu era changing needs I 11 I 47.8 I 
I 5 ITo offer a service to boast loyalty I ,1 I 4.3 I 
I 6 ITo boost profitability I 1 I 4.3 I 
I 7 I To introduce long-term investment I 2 I 8. 6 I 
I 8 I To take care of government regulation I 2 I . 8. 6 I 
-----------------------------------------------------------------
Source . Research findings 

1 

Table 8 contains reasons why commercial banks had developed 

a new service or odified a service within the last 2 years. The 

research r had given the first four choices and the respondents 

had a chance to add their own reason. Only 34.8 percent of the 

respondents denoted that they developed a new service to fill a 

service gap in the market i.e to take care of a new market 

seg ent. 

One of the most interesting reason for developing a new 

service or modifying a service was to take care ot government 

regulation. This was a very important reason since it ay have 

an overall effect on existing arket seg•ents. 

On the other hand table 7 shows that 17 commercial banks out 

of the 23 respondents developed or •odified a new service 

(product). This represents 74 percent of the respondents. Only 

26 percent of the respondents did not and the main reason they 

gave is that they felt there was no need presently. 
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.2.1 PI DINGS ON MARKETING SEGMENTATION PRACTICE 

T. B E9 
SEGMENTATION PRACTICE BY COMMERCIAL BANKS 
-- --------------------------------------------------------
I umber/F rms I Total I Percentage I 
----------------------------1---------------l------------l 

IFIRtfS SEGHENT liARKETS I 19 I 82.6 I 
I FI HS D NOT SEGHENT tiARKETS I 4 I 17. 4 I 
l----------------------------l---------------l------------1 
I Total I 23 I 100 I 

source: Research findings 

The bove t ble 9 shows the number of commercial banks 

(f ir~s) that segment their markets and those that do not segment 

heir market. 19 out of th 23 firms that responded segment 

their marke t. Only 4 out of the 23 do not segment their m rket. 

A further analysis on those that do not segment their markets 

show that 3 are locally owned and 1 is foreign owned. but from a 

de velop ing foreign country. 

On the other hand. all the other 5 foreign ,owned banks 

seg _n h ir m rk ts. This may b du to the influence from 

their motherland , where arket segmentation is a very common 

pr ctice s stat d in Chapt r 1. 

Only two among the 10 locally owned private commercial banks 

do not seg ent their ma rkets. Also, only 1 among the 3 locally 

owned governmen t commercial banks do not segment its markets. 

All the 3 partly locally and partly foreign owned commercial 

banks segment their ma rket. The only partly government and 

partly priv te com ercial banks segment its markets. 

Fro he table 9. 82.6 percent of all the respondents 

seg en t th ir market . Only 17.4 percent do not segment their 
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m rket . This shows that market segmentation is a common practice 

a ong the co ercial banks operating in Kenya. 

4.~.2 WHY SO E COHHERCI AL BANKS DO NOT SEGMENT THEIR MARKETS 

Four com ercial banks that do not segment their market gave 

the f ollowing reasons for not using the concept of market 

segmen tation. 

Fi r s t . the banks intends to provide services to all sectors 

ot th e economy. and by providing services to all sectors this 

1111 giv he a feel of the whole range and then later they can 

decide on the most profitable sectors and determine which 

segments they can have. 

Secondly , Kenya being a developing country small commercial 

banks cannot be successful by segmenting the market. This is 

because the s all commercial banks need a mixed clientelle. 

Thirdly , small commercial banks are nich banks in that 

those who f el n glected by the big banks can come to the 

irrespective of their status. 

mixed clien le. 

This also enhances the idea o 

Although a niche is a market segmentation strategy in this 

case it is used by the respondent having a limited knowledge of 

m rk e t. This is a semantic problem and not a marketing problem. 

The above are the main reasons given why the 4 commercial 

bank do not segment their arkets. 
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4.3.1 A TIVITIES RELATING TO MARKET SEGMENTATION 

Qu stion 9 was in ended to show the importance that s 

at t ached to market segmentation by the commercial banks. The 

r~s ondents were expected to tick several activities which their 

ft r s und rtake. They were also free to add any other activity 
I 

which they thought was important as regards their markets. The 

Table 10 b low shows the re ults derived from question 9. 

TABLE 10 

ACTIVITIES IMPORTANT TO MARKET SEGMENTATION 

I ACTIVITY IRESPONSEIPERCENTAGEI 
l- -- ----------------------------- --------------l--------1----------l 
IHAR ET SHARE AllALYSIS I 6 I 26. 1 I 
lkESEA RCH EXISTING MARKETS I 11 I 47.8 I 
I f1ES LA RCH POTENTIAL HARKETS I 13 I 56. 5 I 
IP.E ARC H NEEDS OF EXISTING CUSTOMERS I 15 I 65.2 I 
IRES ,,RCH NEEDS OF POTENTIAL CUSTOMERS I 13 I 56.5 I 
TAl LO R SERVICES TO CUSTOMER NEEDS I 21 I 91.3 I 

I REVIE W GOVERUHENT POLICY I 1 I 4. 3 I 

Sourcet Research findings 

The co mercial b nks that undertake market share nalysis 

were only 6 out of the 23 respondents. This represents only 26.1 

pe r cen t. Only 4 out of the 6 banks that undertake arket share 

an lJSis g ve the last dates of this activity. The dates are as 

follows June. 92. January . 93, March. 93. April. 93. One 

r.ommercial bank s t d that market share analysis which they 

undertake is informal and it is an on-going process. 

The co mercial banks that research existing market were 11 

1)11 t 0 2 respond en Thi r pres n e 47.8 p rcent of h 

respondents. 
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On the other hand those that research the potential markets 

ar e 13 out of 23 respondents. This r presents 56.5 percent of 

he respondents. 

In order to succeed, any firm should take into consideration 

he needs of the customers. This is evidenced by the fact that 

5 o ut of the 23 respondents research the needs of the existing 

custo mers , also 13 out of 23 respondents research the needs of 

po tent! 1 customers. This is represented by 65.2 percent and 

56 . 5 percent re sp ctively. 

All respondents except 2 tailor their services to the needs 

of heir customers. This represents 91.3 percent of the 

resp ondents . This shows that the marketing concept is in 

oper a tion in the banking Industry. 

Final ly, one of the commercial banks included review of 

gove r nment policy as another activity that is important. As it 

i s , the banking industry is heavily regulated by a government 

policy which may make a segment undesirable. A recent example is 

a directive that was given relating to retention accounts. This 

dire c tive i mediately had the effect of doing away with a segment 

hat related to foreign currency from exports. 

The abo ve mentioned activities are very important in 

arke ting segmentation in that they pave way for market 

segm e nt t on decisions process activities that measure the 

extent to which commercial banks used arket segmentation as a 

a rke ting tool. Chapter 2 - literature review. 
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•. 3. 2 K RKET SEGMENTATION AS A MARKETING TOOL 

Ou~stion 13 measured the extent to which firms used market 

seg enta ion as a marketing tool. The results are presented in 

.able 1 1. As shown in the table. more than a half ( 73 percent) 

o e co~ e rc i al anks h d identi ied dimen s ions for segmen ing 

ar et t o a great or moderate extent. 

able 11 

TO WHICH COMMERCIAL BANKS CARRY OUT MARKET SEGMENTATION 
= c::..=.=:.:.. PROC ES S ACT I VITIES 

·---------------- ---------------------------------------------------- -· 
I Extent or Activity 1 To great 
l thcti vity !extent 
1---- - -- -- -- -------- - -- -- -- ----
!Identify dimension for 
seq ent1ng market 9 

1---- ------ ------ - ----- --------
IOeve lop re levant mark
IH segmen ts profile 
1------- --- ------------
IForecas to tal market 

l)r po t ential for each 
!segment 
1---- ----- -------------
!Deter ine a arketing 
I 1x to s. r ve e c h eg . 

13 

9 

2 1 

To a moderateiTo a smalliTo no !Total: 
extent I extent I extent I 

-------------1----------1----- -1--- -- · 
I I I 

64 I 9 18 I 100 

------------- ---------- ------1----- · 
48 21 18 'I 100 

I 
------------- ---------- ------1-----· 

I 
48 11 26 1 100 

I 
------------- ---------- ------1----- · 

I 
26 35 18 1 100 

--- ----- -- ------------------------------------
!Forecast your own I 
l•arke sh r e for each I I 
I Sl!gae n I 18 I 35 

I--------- -------------I-- ------1-------------
IS!! ect target segment I 57 I 26 

1------- -- -------------l--------l-------------
l Est i a t e cost ben fit I I · 
leach segment 1 30 I 35 

13 

9 

9 

I 
I 

34 1 100 
------1-----· 

26 I 100 
------1-----· 

I 
26 1 100 

----------------------------------------------------------------------· 
··L FIGURES ARE IN PERCENTAGE 

Sixty one percent (61 percent) of the commercial banks had 

~ ~loped re levant arket segments profile to a great or moderate 

'!:f. ~nt. 

58 

-·· 



Ci,.., ... " of 
r IUUI t: I - -v --- - -

t) 
. , I 

I 
I 
I VIJ 

~i\ I Y!l ,,.., r II/A 
I Y//1 ~ 

I VA ~ 
I I /t1 M 

'1\ I V/11 ~ 
v r VII M 

I YI.J rm V77l ~ 
I 1//A Y//1 Y/ J M 
I Y//1 rf) /A ~ 

• I VA lA 1//11 M -+v r I /t1 V/11 VII ~ 
:r. I V/11 VII VA M - I V/J 11 1/!l ~ - I YIJ II/) VIII 1//J Y/J M VIII % 

t *""\I lilA Y/11 Y/ J VIA II/A ~ Yl J 
~ )) 1- Yl/1 r} lA 1//J Y/11 M rvf lA 

I VA /A 1//11 VIA VA ~ tv"J//11 
I I /t1 VII' VII r-rl//J I /t1 IV1nn Y\/tl/1 
I VIII VII VA I III/ /A VIII VW/J tv"V t1 

... I V/J A I /l.l V//1//J VI J IV'f/l M/I.J .u YIJ 1//IITJ. VII I f:r¥1 VIA Y/J ~1/A Will 
I II/A Y/IV 111 Y/ J V'vf f),//J ..-J/IA IV'f//1 VVY/ J 
I Y/11 r; J/1 A llTTl ~/IN/A Mill WI A tv'\' /A 
I CIA r 111111 IIIII/ A V\1(//1//J V\U A IV1 /A M//11 

- I 1111 rvii/NIA VI r111 tV'V Ill). MINn ~111 tV'VI I 
I VIII t.I'VI Y Ill y /flt1 V'v1 1/J/11 V\111/Y 111 IVY'/ l VVY A 

r:rfl tm 'NY /J/1 A 'J\J. Ill I II tv'JIIIV /A rvYI VIA V\Kil tv"J 11ro 
V'vt' 11/IJ ~1111111 MI/YII1 VVYI JIIJ w 11111 MilA YVVIIV/J 

1/t//A 'Nfi/VIA VVI 1111 tVV Ill lA Mil#! A V\K//1 ~/VIA 
I VVfll r111 VVI Jl/11 M 111111 V'v11/A/IJ WI/Y/11 IVfl A Y\tT /A//J 

(1 l rvvL U/1 M /AliA V\UM/11 VUJVIA M/NIA IN/A V\JIINIA .., 
~ ....... ~"'- ...... . ... , ~,. .. ,.._. ..... .......... 
JU~ U~t' l'~t' UMM r~M ~1M bl.t:S 

..... _ .... 
11. \; ll v u..y 

r77T'1 rTrn 

rr~" (>rw ~ .:."'""" ~ VII A 'T'",. m"A~r"''"~ .... "l"'f" .... nt- VI 1/J rr~,. """"'11 Q,"~"' I!L.A.J 4. v ~..., " .r•v..u" ~·v wvu ~"""' '- ~"" 'LJJ...IJ A. V • .. u.a u \..1\\."'U" 

60 



r:;l"''t, , .. " 'l 
riUUit:: L . . v -·· - -

Otl 
JV I 

I 
I 

l"r"""TrA 

L f77'l'n f7lll WT7J. V /Ill ·~·~ I VI II~ 1/// A Yl /Ill I/// J 
I v 1/11 W Ill rIll I VII /A 
I 1/// ~ V /Ill 'ilT7Tl 1/// A Yl /Ill rJ77}, 

"' L VII lA I///~ V /Ill VI Ill rIll I Yl 1111 
"I Yl /Ill VII /A I/// J V 1/11 Ill/ A rIll I 

I rIll I Y/ /Ill VII /A I///~ rTT11 VI Ill 1/// A 
I 1/// A fIll I Yl /Ill VII lA 1/// J V /Ill VI 1/J 

fJ L VI 1/J Ill/ A ///1 Yl /Ill VII /A I ///~ V /Ill 
~-~ I V /Ill VI /IJ Ill/ A rIll I Yl /Ill VII /A 1/// J 

I 1/// J V /Ill VI Ill 1/// A rIll I Yl /Ill VII /A 
I VII /A 1/// J V /Il l VI 1/J Ill/ A rIll I Yl 1111 

;:: \ L Yl /Ill VII /A I/// J V !Ill VI IIJ Ill/ A rIll I 
;:,J ~ , I rIll I Y /Ill VII /A I Ill J V /Ill VI Ill 1111 A 

I Ill/ 11 rIll I Y/ //It VII lA 1/// J V /Ill VI 1/J 
I VI 1/J Ill/ A (Ill I Yl /Ill VII /A I/// J V /Ill 

I L ///1 VI /IJ 1/// A rIll I Yl 1111 VII /A 1/// J • ... I 1/// J 'I /Il l VI IIJ 1/// A (Ill I Yl 1111 VII /A 
I VII /A Ill/ J V !Ill VI /IJ Ill/ A rIll I Yl 1111 
I Y/ 1111 VII /A I/// J V /Ill rvvf/1 /IJ Ill/ A rIll I .. ,, L rIll I Yl /Ill VII /A 1/// J W'V ///1 VI /IJ Ill/ 11 

Ill/ A Ill I Yl /Ill VII /A YV'v1 /// J V /Ill VI /IJ 
I VI 1/J Ill/ A rrrl Ill I Yl 1111 W'VI/ /A 1/// J rvrl /Il l 
I V /Ill VI IIJ YVVI/11 A rIll I '(\/\/(/ 1111 VII lA YVVI Ill J 

} L Ill/ J v 1//1 WVV/1 /IJ 1/// A ~///1 Y/ /Ill W'V/1 /A _, I 'II /A Ill J YV\IV /Ill ~1/IJ YVVI/11 A rIll I 'NVYI 1111 
I '//Ill 'NVV/1 /A ~Ill YV\IY ///1 W'VI 1/J. rv\11(1/ A wv /// 1 
I NVT Ill I tVWI /Ill YV\IV/1 /A ~///J YVVV ///1 W'l/1 Ill YVVI/11 A 

1.1 L ~II/ A VVVT Ill I W'¥1 /Ill YV\IY/1 /A ~///J YV\IV ///1 W\V/ /IJ 
• I I NVT/1 lh t..f\1\J/1 I A YVVT ///I W'¥1 /Ill YVVV/1 lA ~///J YVVV ///1 

I tv'V'V /Ill YV\1[1/ //J ~II/A YVVr Ill I ~//Ill YV\IV/1 /A W'J/11 J 
I YV\11 Ill J V\1'¥ /Ill 'NVVI 1/J. ~II/A YVvT /// I WV/ /Ill YVVV/1 /A 

i\ L bf\/\VIIIA '1\N,U/ J b/\1\V Ul l VV\/VI 1/J ~II/A Y\NT m 1 V\JW//11 
...... ,. 

"'"'""' .......... .,.._, .... , ..,,..,. ,.,..._. .... ,_... 
HJ~ U~t' ~;)1' UMM ~~M ~1M bLtl 

A J""'''T'TTt nf'TT\T 
.M.\.,U V U 1 

,........., rrrn 
YV\J'f() () ~Y"T'J:; rr Yl /A 'T'()"r4 r ~~1\lrr n~~ 
~ A V 4 V ~ .. A '-J~ A ~AVA~~ &...UL.&.~l\ .&. VIJ'-J 

61 



.3.3 T test for the Difference of ~ scores 

identification of di ensions for segmenting aarket and 

selec ion .2.1 target arket activities. 

From the seven to market seg entation decision process 

actlvi ties , the two mentioned above are selected for they rank 

highes t as regards the two measures to a great extent and a 

oder te extent. 

The computations for this test are contained in Table 12. 

The hypothesis to be tested was that the difference between the 

tow se ts of means was the same i.e 

H 
0 

H 
1 

I X 
2 

X 
2 

- X • 0 
1 

- X I 0 
1 

Whe re X and X are the means to identify dimensions for 
2 1 

seg e nting market and select target market. 

TABLE 12 

COMPUTATION FOR THE DIFFERENCES OF MEAN SCORES 
FOR IDENTIFY DIMENSIONS FOR SEGMENTING MARKET(X ) AND SELECT 

1 
TARGET HARKET(X ) ACTIVITIES 

2 

2 
Group X X d d-d (d-d) 

1 2 
l 2.75 3.50 0.75 0.225 0.051 

2 2.00 2.50 0.5 -0.025 0.001 

3 3 . 33 3.67 0.34 -0.185 0.034 

4 2.85 3.57 0.72 0.195 0.038 

5 1. 33 1. 67 0.34 -0.185 0. 03'4 

6 3.00 3.50 0. 50 -0.025 0.001 
-----

3.15 0.159 
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d - 3.15 - 0.525 Sd • 

6 n - 1 

Sd • 0.159 - 0.1783 Sd • d 

5 

Sd • 0.1783 • 0.1783 • 0.073 
------

2.45 

T - d- 0- 0.525 - 0 • 7.19 
0.95,5 

Sd 0.073 

t - .±.2.571 
0.95 ,5 

At a confid nee level of 95 percent, o( • 0.05 and for a 

two -t il test. the critical value at n - 1 degrees of freedom is 

read fro Table in Appendix C and is found to be + 2.571. 

The observed T of 7.19 lies outside the acceptance region This 

meana w rej ct he null hypothesis th t the two sets of means 

are the sa e and accept the alternative hypothesis (H ) that the 
A 

two s ts of ns are significantly different at 95 percent level 

of con fidence. 

At this level, we can conclude that different groups of 

commerc ial banks differ significantly in their practice of market 

se en tation as far as the two ctivities identifying dimensions 

fo r seg enting market and selecting target market are concerned. 
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.4.1 SEGMENTATION VARIABLES THAT ~ COMMONLY 

COHKERCIAL BANKS IN KENYA 

From Table 13, the xtent to which different variables are 

used by the com ercial banks in Kenya is enumerated. 

Only 26 percent of the commercial banks use region to a 

great extent. while another 26 percent had do so to a moderate 

exten t. Theref ore. 52 percent had used region to a great or 

oderate extent. 

Among the variables used for segmenting markets by 

commerc ial banks, benefits sought by custo ers was leading in 

that 61 perc nt selected the variable to a great extent and 13 

selected this variable to a great extent and 13 percent to a 

oderate extent. A total of 74 percent which is higher than any 

other variable used. 

Fro th table quoted above six variables are commonly us d 

by comme rcial banks in Kenya to segment their markets. They are 

chos based on the xtent to which they are used, whether to 

great extent. moderate extent or a small extent. They are as 

follows s-

1. Be n fits sought by customer 

2. Loyalty of customers 

3 . User status 

4. Inco e 

5. Population density 

6. Regio n 
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These \<till be used to measure the significance of th 

differences of mean scores between different segmentation 

vcsriab le s by dif f erent groups of co mercial banks. 
T hl.- l 
E E~T TO WHICH FIRHS USE THE FOLLOWING SEGMENTATION VARIABLES 

---------------------------------------------------------------------
IEXTE T OF ACTIVITYITo great ITo a moderate 
!/VARI ABLE I extent I extent 
1- ---- ------------- ---------t-------------
1 egio n 26 I 26 
1----- ------------ ---------1-------------
1 Climate I 4 
1----- ------------- ---------1-------------
IPopula i on dens i ty 26 I 17 
1------------------ ---------1-------------
IAge 4 9 

1- -- -- -- ----------- --------- -------------
ISta e of family 9 
1---- ----------- --- --------- -------------
1 Inc om e 39 18 

1--- ----------- ----1--------- -------------
1 Se x I 13 

1------------------ --------- -------------
1 Educat ion 4 26 
1------ --------- --- --------- --------~----
!Religion 4 

1------------------ --------- -------------
!Occ upation 35 8 

1------- ------- ---- --------- -------------
IBen~fi ts sought by 
!customer • 61 13 
1------------------ --------- -------------
1 Use r s tat us 2 2 2 6 
1------------------ --------- -------------
!Loyal ty of cust. 44 22 

To a smalliTo no Totals 
extent I extent 
---------- ------ ------

48 100 
---------- ------ ------

9 87 100 
---------- ------ ------

13 34 100 
---------- ------ ------

26 61 100 
---------- ------ ------

9 82 100 
---------- ------ ------

4 39 100 
---------- ------ ------

4 83 100 
---------- ------ ---- ·--

4 66 100 
---------- ------ ------1 

8 88 100 I 
---------- ------1------1 

4 53 I 100 I 
----------1------1- -----1 

I I I 
I 26 I 100 I 

----------1------1------1 
13 I 39 I 100 I 

----------1------1------1 
4 I 30 I 100 I 

---------------------------------------------------------------------
N • 23 ALL FIGURES ARE IN PERCENTAGE 

The percentage use of the most commonly used variables are 

presented in bar charts in the next two pages (figure 3 and 4). 
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.2 THE HEASUREHENT OP THE DIFFERENCES OP MEAN SCORES BETWEEN 

DIFFERENT SEGMENTATION VARIABLES 

The s s were used to tes whether th eans or 

dl fferent arket segmentation variables were significantly 

different at the 95 percent confidence level. The procedure is 

given below, 

1. The means for the two variables being compared are placed 

side by side and designated X and X respectively. 
1 2 

2. Comp utation of d i.e X - X and the d . 
2 1 

3. Compuat ion of the differences i.e d - d 

4. Tes t whether the average (d) differs significantly from zero. 

Significantly from zero. 

The standard error of the estimate is denoted as sd and 

given by the following formular 

Sd • Sd and standard deviation is 

given by 
2 

( d - d) 

n - 1 

and n is the 

numbe r of commercial bank groups in the sample. 

A a con 1 nee level of 95 percent, the null hypothei sis 

(H :) was that the two sets of meanswere not different . The 
0 

alternative hypothesis (H 1) was that the two sets of means were 
A 

different. 

Table s of analysis have several column s . Column 1 shows 
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the v a rious groups of commercial banks. the other two columns 

show the s et of ean scores. 

A s u ing he different d - d are nor ally distributed, 

the ra tio d - o/Sd follows the t-distribution. The t-statistics 

i s g iven byr 

t - d - 0 

Sd 

Th degre s of freedom are given by n - 1 where n is the 

nu ber of groups. This is two -tailed because the alternative 

hypothesis is X - X I o. 
2 1 

Fo r a better understanding of the results. the test will be 

done fo r the most commonly used segmentation variables. 

The table below gives a summary of t-tests for pairs of the 

aost co monly u s ed variables computed using the procedure enumer-

ate d abov . 

TABLE 14 

TABLE SHO ING ~ FOR COMMONLY USED VARIABLES 

!Variables 
I 
I 
I 

0 .95,5 

1-------------------
IPopulation Density 
1-------- -----------
IIncome 
1---- ---- -----------
IBenefi ts sought 
I by the cu sto er 
1-------------------
IUser s tatus 
1-------------------
ILoya l t y of customer 

Region Population 
Density 

0.155 

-1.000 -1.580 

-1.016 -2.159 
------- -----------

1.375 0.140 
------- -----------
-0. 7 25 -0.788 

Income Benefits User status 
sought 
by 
customer 

-1.234 
------ -------- -----------

1.330 3.040 
------ -------- -----------
-0.152 1.740 -3.716 

----- ---------------------------------------------------------------
Source, Research findings 
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t -~ 2.571 
0.95,5 

Pro the bove table 14 it is evident that only the 

follo wing two s ts of variables i.e user status and benefits 

sough t by customers. and user status and loyalty of custo ers 

diffe r significantly a ong different groups of com ercial b nks 

exte nt to which they are used in market segmentation. 

. ~ 
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•. 5. !:;EFULllESS TTACHED TO UARKET SEGHENTATION 
: · 9::..: 5 

';rou p ot sef 1 I usefu I \ I Very useful! ITo 11 • 
I I I I I · I 

0 0 I 2 f50.0l 2 IS0.o I 4 flOC 
I I I I I I 

1 s0 I 1 I 0. 01 0 I 0 I 2 1100 
I I I I I I 

0 0 I 1 13. 331 2 16 6. 1 I 3 1100 
I I I I I I 

1 . 31 1 114. 31 5 I 11. 4 I 1 1100 
I I I I I I 

G1.7J 0 I 0 I 1 133.3 I 3 1100 ., ... 
I I I I I I 

0 o I 2 150.01 2 150.0 I 4 1100 
------ ---- --- -1--------I----J------------1-----1-----1 

.. a 4 I I 7 I I 12 I I 23 I 
- - - - -----1 1---- ---- 1 1------------1 1-----1 

:- e rcf! n- I I I I I I I 
• ges 17 .6 I I 30. I I ·s2.2. 1 I 100 I 
----- -- --- ------l---- l-- ------l----l------------l-----1-----l 

.. ,ur~e : Res arch Findings 

T 1 ~ 1 5 .,hOfiS a 30.4 percent of the commercial B nks 

·.1 ; ;;e d market segmcn ation as useful vhile 52.2 percent thought 

m rke segme ta ion is very useful to . their services and 

rk~ ti . g rograms . 

Tt e ab le s ows that 17.4 percent of the commercial banks 

seg en ation as not useful to their marketing 

11 the firms in group 1 vieued market segmentation as 

'"efut or very usefu . This group consist of the 'Big' 

!o Jr commerci 1 banks in Kenya. 

Tre ·bove is a lso tr e for group 3 n group 6 wh ch viewed 

rke t seg entat on as either useful or very useful. Group 6 

.'ln:::. st:; of sm 11 conmercial banks operating in Kenya. Host of 

.. 4 r:: ar e ne\t. 

In grou 2. 50 percent of the respondents vie\ market 
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~ CJ nt ~ on ... n se" all. Grou 4 and 5 . and 66. 

n re::: ec~ . -·'1 
. e m rke !.iegrnen ation as no useful . 

Grou 3 an 4 • 66 .7 il d 7 . ' percen v e 1 mark 

fj ·n ~ 0 <l very !.i u r:t.::tr .e t 00 . 
.. . . 0 HER ST TEGIES USED BY CO IHERCIAL BANKS IF UI\RKET 

EG fE lTATIO IS NOT USEFUL. 

Of '- e :!3 Commerc ial Banks tha t responded, di not fi n 

::: g ~n , ion a:; s fu . Instecl hey use ce rtain ot e r 

o . ar .e heir services . 75 percent of thene Ban ku 

com.on ~ervic c for a ll. One o f hem simply inte nds 0 

c t a •ti e customers b se and ther e fore market • segmentati on 

r ;"', t se fu 1. 

: nother ank in this ca t egory f el t provision of quali y 

c _xis ing cus omers of the commerci a l banks \t !.i 

• ) t viable han marke segmentation . 

. ~ .. - BLE 16 

T~RIA TO IDElTIFY A 'GOOD' HARKET SEGMENT BY COMHERCII\L 

BANK S IN KENYA 

----- ---------- 1 
f mbe r I ~u ber o 

.L er a I Res onse s Percen tage 
--- --------------------1------ ---~---

~ men atio i!.i I 
.... be t n i 1 I 11 48 

-- ----------- ---- -- -- -- 1---------- ---
v gm en 1n ~ eas urab e I 15 65 

---- ------------------ ---- 1-------------
~ )men in CP.!.i!.i1ble I 14 61 

----- ------------------- -- -1-------------
l ment is rotectab le I 3 13 
1- - --- ----- --- ---- ----------1------------~ I ~eg ent is simi r I 4 17 

------- ----- -----------1-------------
c ... c-rch fitd ngs 



from .. he abo e ble 16 t e ol owing ter the rese rch 

• 1.., :-; 1 s . 0 mP-rcial banks out of 23 response choose a ... g-... 
P. . . b· u .. e ' t is subs an ial. This represen s 8 percen of 

t - omm_rclal banks hat re::ponde 15 ou h :3 choos 

~c ~ c:nt bee use it s measurab e ( 1. e he return can be predi 

~c l . Thi~ re e~ents 65 ercent. 

Other criteria used for a good segment is that it is 

c .:.::;ib le. 1 ou t of the 3 choose his criter a. This re re-

ercf!n of the res onses. 
I 

... ; 9 men i ~ · rote c tab e • and is · simi 1 a r in p r fer en c e s ' \J :t s 

~ h o;.· n by 3 and 1 commercial banks respectively. T is rep_rescnts 

nd 17 crcen r sponse res ectivel 

T ere fore. the ~uo criteria that are vie ted by commerc1al 

- n ... in .~n1 for ~electing a 'goo ' segme nt arc segment is 

, · ,zu rable' a d secondly it is 'accessible'. The criteria seg-

-,.r 1..- • ro·e ct.& b c' on i is ' similar in needs an preferences' 

ar .east considered as important . 

The conclu. ion tl at can be drawn from this is hat in Kenyo 

~hQ rive criteri for choosing a goo~ seg ent are used but ~ome 

.r ri are mor· favore by the commercial banks han others. 

.. HARKET SEG ENTATION VARIABLES AS RELATES TO PRODUCTS AND 

SERVICES 

ifferent scg"en ation ariables have been us o segment a 

4 o c t m ret ~s stated in the literature revieu. For example. 

1. Region 

~ imate 

3. Po ul ion density 
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~. Ag 

5. " ge of f<:~n11y life 

- r . -

Income 

zex 

e. r.ducation 

9. e li ion 

c 1 ation 

l' . Bcn:fi s so ght by the customer 

'ser status (light or heavy user) 

11. .o yo.~l 'J o Cue omers 

i.l above ave been used by commercial ban :s to a 

de :; t:!e . C i. a te and religion are the least used. 

:!.e research r e ealed that other various ways or variables 

r z 4 n~ tlng the ma rket by the commercial banks were: 

1. B ~· size of e Business 

2. By lending arameters(limits) 

3. By customer credit 1orthiness 

•. By expected return 

5. y Industry 

6. By business 

i. y Asset size 

P. y Ter.:hnology 

9. 9 y multi product service mix 

0. :: ze o f tl e ~ustomcr. 



0 her a di ion 1 ariables for 5egnenting 

sen :i fo o·.;s ; 

·e e 

By s1=e of t ~ business, expec~ed return . b · industry . all 

h~ inc; rn~n io c 

·· r en ioned once . 

di i n 1 vari ::t 

To a ge ex ten marke s g en a ion variable ; hat are used 

t r uct~ re a lso ones u~ed by commerci 1 banks of en a 

~o g he com rcial banks may be using ex ~a vari~b e ha ~re 

·n u e ~ d u '_r o l.er variables on tays of segme. ting mar cts. 

1\1 ·.he ex r variables be n used y sever co mercial b~nks 

r. k n•a are a ~l use to a qre t e ent excep si=e of the 

nes~ ha t 1s esign~ cd to a mo erate exten . 

usi-

T1 d e r e of usage of the segmentation vari a les may be ~ 

a j r · f fer _nc be \IC en ngi ble products and 5ervice s. For 

~ p c 3ome firms producing t~ngible produc s may se clima or 

Ll :; o. o high 'eg ee om ~red to how these <:~rc used by t c 

comm ercial banks in Kenya. 
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DISCUSSION • COliCLUSIONS AND RECOMMENDATIONS 

5. 

s ~·- ou 1n cha ter on_ on he o )ectiv s o e s u y, 

~ c s of. hl study w s to flnd out \lhether comm rcial banks 

r '•: . y s gm.n ~ir markets an if no de ermine why. 

n l y. o t 1) e that segm nt the market , several sub-

ect. v.s \le .numerated . They include the determina ion of the 

e to 1 l.Cl arket segmenta 1on is used as a marketing tool 

lfy t·rgPt markets; the most commonly used segmentation 
' 

1 s; US! · ulness of the mark t segmentat1on concep ; 

t .+.; 1 for id nt1 ytng a 'good' segment . and finally he 

i n ~, 1on segm.ntatlon v riablcs used in this servic 

.erc1al banking. 

h ll the obJec tives of the study were achieved and the 

01 1 ~ sec~io swill try to show th conclusions drawn by the 

Th lim1tation of the study and the recommendations 

'l t . r r t> rch w 11 be ad ress 'd towards the end of the 

5. Conclu 10 s on the use of market segmentation. 

1 . Th com erctal banks inK nya s gment h ir m rkets to , 

. g~ ext nt. 82.6 percent and only a few , 17.4 percent do not 

n h 1 ~. Tl ugh t.h p ac ice is t its rudim n ry s ag · , 

s not as soph1st1cated as 1n developed market economies, 

h I •. ss m.~ny commercials b nks under k mark 

100 rpl ed activitt~s which leads o he conclusion 

II t 1a ko: 9 I ~<1 '" 1~ racticed 1.0 Kenya. 
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. Th_ ol ow ng pairs o variables, benefits sought by the 

and user . tatus; and loya lty of customers and user 

' r_ s d commonl y o gmen mark in all the groups of 

-r · 1 b nks in Kenya. Though in regard to other variables, 

g o pr o commercial banks segment their market in 

1ays . This may mean that the various s gmentation 

• u J Jbl•·!,; H tclt c1 c mmerct 1 b nk in a cert in group s resse is 

n t th . same as stressed by the commercial bank in a d1fferent 

ro 1p . 

3 . The tollowing segmentation variables are commonly used by 

!~ r~ n gro u s of commerc1al banks. They include: 

a. Benef1ts sought by customer 

b. Loyal y of cus om r 

c . User status 

d . Region 

e . Popul t1o n density 

f. Income 

'i'f'. - us of the s1x common variables to any ext nt is as 

; ~I~ ; J - 11 • ts sought by cu&tom . 74 percent, user tatus , 70 

,;r~ ~ t, loyc1lty of custome r and income, 61 percent res pec tively, 

,, t. n d !.it• , ;)(, ercen and region , 52 percent. 

In onl y fiv_ b nks o ut of the twenty three surveyed were 

a~ ~Lin~ o 1cer~/m n g rs on their managing boards. ttarketing 

·~ o v ~ 1ed by to management as a ve ry important ac 1vity . 

5 . Four banks of those surveye d do not segment their 

In they st te hat they would like o provide 
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s r 1 s 

•.; l 

C I 

I) .. t ( 

0 11 ctor o he economy. or they requ1re ixed 

Selectio of t rget rke 1s used by all the n nenteen 

"1 t nk 

fl t 

h _ co 

t s _ m t h 1 mark s to a gr X nt(S 

e extent(26 percent). This d noes tha 

1 b nks 1n K nya u market s gmen tion a 

c. r t.i ool o ident1fy t rget markets . 

1. 8 2. cent o commerc1 1 banks surveyed 1ndicated that 

CJ,rke s gme o w s useful or very useful . H nee . this is a 

t t.a l Je st.rate y to th m. 

In c ·~ s wh r marke segmentation is 
I 
practic d . 

of r et rket is a major ctivity undertaken by 

1 K I•Y • o tl e other hand dete m1n tion ot 

m1x s not. emphaslz d by this groups of the banks to 

~n~ s e ~ xt. . nt . s s~l ct on o target market , this ay imply 

I OIJ9 rna k_t segmentat.1on is being practiced to a large 

-~t.~rt. i n this arket, banks are not using this strategy to its 

st a vantage. 

~- For th _ com ~rcl 1 ban s that do not find segmentation of 

a---·~ u seful. hey use other strategies stated below; 

d . TII'·Y d"v ~lop common servic for all 

b. Th_y a ttr ct a 1ide customer base 

c. Tlii''Y provid qual ty service to customers Hith th 

• :..J - f e v lo 1ng c stomer loyalty. 

Of t. ive crtt~ria used to identify a •good' segment. 

e t o l o uing t.uo are considered by the rna j ori ty of. commercial 

ort n . They arer 
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a. Seg e t lS asurable ("5 rc 

b . Segmen is access1ble p rc n 

Segment lS <>Ubs t 1al (viabl 1-.. n b W•~ • () 

cri teria for identifying 'good' ma k t 9 n ( 48 ) . 
On the other h nd the t o llo·o~ing re cons 1d r d l 

1m port ant.: 

a . Segment 1s rotectable from co eti ors ( 3 perc n 

b . Segment 1 sim1 lar in ne d~ 

per cent) 

11. DifferenL groups of commercial b nks in Ken ya us 

f .,l lo\n ng othe r vari ab les to segmen the 1 r r.t rke s . 

Segmenta tion by: 

i) Size of th customer bu s1 n s 

i i) Lending parameters (lim1.ts) of he ar k 

iii) Cu tomt-r c r-tll wor hln 

iv) Expect ed re ur to he bank 

v) Industry of tl e customer 

vi) Business of he customer 

vii) Size of custom r asse s 

viii) Type of tech nology used by he cus omer 

ix) ttulti- Product or service mix o f thf! custornF.:r 

h 

Host of the abov e additional variabl s are not comr.tonl · 

used in seg enting a produc market. 
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Our ng h last two years 17 com ercial banks h d 

... v•·l op_ e t or modified an existing service to g 

t1ve g . T1o banks did so to tak care of chang~ng 

' • r n ·n regul ~ lons n he banking industry . 

. 1 . 3 Conclusions and discussions ~ the probl ms of the ~ 

_t w rket segmentation. 

Ttaough th study \IOUld suggest h t market segmentation 1s 

~E and 1s see as be~ng useful by com~ercial banks in Kenya, 

h - ~~n yan si u ion s ems to be a unique one in that the use of 

eel 1yu is no as developed as in advanced market 

• : r,r 1 J m I _ s p r t. 1 •,; 11 l.1 1 'I in ,pPc of tl e subs 1uen d Vt! 10pl1\l' II 

"' r.ket1ng mlx . Th re fore they are unlikely to receive th 

I {! } ,.. d b n .flts . 0 f! of th rna]or problems met in t.he study s 

he r.searcher ad to take a lot of time to explain e 

of m rk c segment ion 0 some respond nts before t ey 

'I • [" •- able to ns\ler the questionnaires satisfactorily. Fr om 

-~ r n.:t l lntervi'.:'l 11 1 the res ondents the us of formal market 

!C • .; ntat~on models seems to be non- existent (priori or cluster 

•ri•·J •• of m· k t. e m·ntation). 

. ... 

Seco ndly, the marke ing function does not seem to be taken 

J l 1 i' l>y &Q - 0 h com rcial banks and h 1 ·fore the us 

~o n e p s l1ke market segmentation ~s just undertaken as a 

.rl · ting for l~ty. The in aim of this class o f commerci l 

b nJ..: • 1s o undertake ny ac ivi y \-thich can attract customer to 

·11 -m . 
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It•: r 

n 

O t 

Tl l dly. at. hP t.i e of surveying several co mercial banks 

n r _x .1na ton . nd aL least. two had clo h r doors 

ey 1e e not r p red to answer the questionnaire. The rest. 

ve y 
t t n 1 r d t ques ionnaiz 

aut ious. 
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c::.2 ECOtiHENDATIO NS 

~he b nk g s.ctor of h~ Yeny n conomy h s n volat.lle 

. · r c nt p s . I ny of the commerc1al banks h ve wound up or 

- y hc:a b_ n incorporated into wha is presently c lled tl e 

·,n s~ lid t.d bnn k of Kenya. Curren ly f rther banks ar being 

~~ om td ~o d ~rm in th th r they re vi ble. Poor mark 1ng of 

e~r serv .1 ces could be major factor contribu ing to these 

In order o survive 1n this severe co. peti on the 

Y..... need 0 etermine precisely their target markets . The 

·r ct t of m rk~ t s gm n tion if used formally could be an 

tage . he use of market segmenta io~ may help to m ke t e 

b nk oduc a ( ervices) eal ling to the ap>ropria e 

1 ~ .ele , and th .ls may assure the b nks of a more stable future. 

A mo e frJ 1<.1 l market gment tion o rientation 1s required 1n 

mr. . rctal n~· ing o nsure t at the banks do ot duplic te 

~1m11 ar servt c s s the case is presently . 

_,_ 

...... 

P.gmen 10n is a v ry useful con pt that m nagem.nt c n 

to i n i·y exist1ng an further viable segmenLs which t e 

iz a t1on ·an serv_. Hen e, the m n gement need to 1dentify 

seg entat1on var1ables that suit he individual coomercial 

-. .... - . .... ..... . ·- ..... .. .. . and wh1.ch would help in identifying 

. - ~ ·1n c. d fut re target group. 
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5.3 LIHITATIO S OF THE STUDY 

The si gl most important limitation of this study was he 

aC I at )u t before he r search was und rtaken sever 1 . 
• ne~i tutions governed by the Banking Act were put under the 

De~ si~ Pro ect on Fund. This made it impossible for th~ 

co 1 ercia l b nks being examined to be part of the respondents. 

Secondly, the study was only done for commercial banks. In 

the financial sector of the Kenyan economy we have commercial 

banks , fina ci 1 inst tutions , building societies, and 

e esen tative offices of foreign banks. These other institutions 

m · rtak e so imil r activit~es as co mercia! banks and the 

nn 1ngs of his study could have been more useful if all the 

Lour c l sses w e tully represented in the study. The results of 

t e findings are therefore applicable to the commercial banking 

sector only. 

Third ly. no secondary data could be found pertaining ~o the 

us~ of m rket segmentation in the banking industry in Keny a . 

cons~quently this study is exploratory in nature. 
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5 . DIRECTION FOR FURTHER RESEARCH 

Thl.S t.udy d t ~l m inly on co mercial banki ng service A 

"t o m d:et s~<'qm ion in . in ncial ins 1tu 1ons or 

L 1ld n oci_ es or r e t.ativ s of foreign b nks can lso 

b~ nderta en to exami ne the use of arket segmen tion in h ee e 

Oth r a · s which ma y be of interest t o oth.~ fu ure 

(·w.o;:arc _r nc lude market segmen ation by industrial goods 

1 1 s ries . o her service industries not in the banking business. 

Given hat thi s s udy was the first of its kind in market 

seg en ation by service industry in Kenya. and was ma1nly 

11. re ... t_d 1n the use and usefulness of the cone pt, further 

s d y has 1L1 ng the mar P t segmentation models in the serv1ce 

• dust y my b necess ry. 
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D r -'i r/ltada • 

University of Nairobi 
Faculty of ~ommerce 

P. o. box 3 197 
airobi. 

~0.04 .93 

am a gra uate studen in the faculty of commerce. 

versity of airobi. I am currently engaged in a research 

n J .t on marke t segmentation . The aim of project is to find 

~~ h ethr:: r the co cept is useful to the service firms especially 

__ mme~cia l bank~ operating in Kenya. This is in fulfillment of 

t • d e gree lla~ rs of Business and Administration. 

therefor kindly request you to complete th attached 

uc~t onnaire to he best of your knowledge. The information you 

'J.H.:. li ll be us or acadP.mic research urposes only, and in no 

~11 11 the name of your firm a pear in the final report 

-J·· the r ort will be made available to you upon request. 

Than k you in advance for your cooperation. 
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~~?;}J.o\4. 
D. l . Nzyoka 
liSA 11 STUDENT 
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.PrE, DIX 2 

Q 

.. ~C'!'ION Aa 

• 

.: :J c 0 ou 

I '· 

!. i ·m .......... .. .......... . ... . .. . ....... . 

n ( 1 •.• c i k a:. ppro ri.:t c) 

bank 
uti n 

lO J ~oc et 
t J.t::.i ve c ~"f ice of ~oreign bank 

''! oun e d riva e 
0\med - Government 
O ~ln 

n partly foreign oune-d 
go•: e rnmen t and artl • 
ly ou ned 

1
) 

Ple =e e nu me r te .:1 least fi e major services o ffered by o r 
~irm. 

Tr ot 1 nu~b e r o . m l oyees in your firm in Kenya as at ~he 

E 1992 ? 

To · <l:u;c: .. ~ O\tn e d by your f i rrn by the end of 1992 . 

. . . . . . ~ .. 

·• ) o ~· u h v e a marY. e i n g I sa 1 e s epa r rn en t? 

.. .. s { lo ( 
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