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ABSTRACT

This study was designed to establish the strategikgpted by commercial banks in
Kenya to retain customers and to determine the gwmant perception of the
effectiveness of customer retention strategies @dopy commercial banks in Kenya to
retain customers. A descriptive research design employed in this study. The
population of interest comprised of all 44 commarbianks in Kenya. Total 44 managers
involved in strategy implementation shall be pickedrepresent the entire population.
The sample size is preferred because its managealdemi-structured questionnaire
composed of three sections was used to collectgpyirdata where the respondents were
accessed through an interview and drop-and- piek laethod. A five point likert-type
scale was used to measure the extent of satisfasticeffectiveness. Data was collected
and analyzed using SPSS package. Descriptive tetsitiwere used to describe and
analyze the extent of effectiveness between theuwsrstrategies applied. The study
found that commercial banks applied product inneeaiess to a very great extent. In
addition, commercial banks applied long working tspwross selling, employee training
and customer relationship management to a greahexthe study established that long
working hours, employee training, product innovatigss and cross selling was
perceived as more effective. Loyalty programmeslitjuservice based on the findings
of the study as summarized above, it can be coadlgldat commercial banks in Kenya
various retention strategies. Success in retainbngtomers was attributed to a
combination of strategies being pursued. The stahcludes that long working hours,
employee training, product innovativeness and cseding were strategies perceived as
effective in retaining customers. Strong brandseh#we ability to attract and retain
customers. Commercial banks to adopt customertretestrategies and ensure they are
effective. Firms need to analyze their customerf®rbecoming up with strategies of
retaining them. Banks need to come up with waygsegfarding the sales force for
retaining customers. Organizations should endetavoreate value for their customers.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

Retaining customers remains key in giving a contipetiedge in the banking industry.
Bank management must identify and improve uponofacthat can increase customer
retention. Through the edge of technology, it isydar personnel to reach the customers
through proper feedback process and efficient.sWfth technology, most banks have
introduced call centers that are on the operatowr2fh hours. These centers are out to
understand the customer needs better. With therrisempetition, firms will have to use
the best strategies or implement on the alreadyadba strategies for them to increase or
maintain their market share. Kibera &Waruingi (1898xplain that most organizations
have in the face of these challenges adopted \sastnategies to remain relevant and

more so in meeting the customer requirements.

A study by Muchira (2005) contends that the expagdiusiness environment has led to
increased choice for consumers, lower prices, lomargins, dramatically changing
global infrastructures, market economies’ expanditigat is deregulation and
privatization, telecommunications infrastructur@yvastment from analog to digital.
Increased expectation has necessitated strategitgeh in the way organizations run
their business and relate to their customers, ihdhe overall internal and external

environment (Siboe, 2006)



1.1.1The Concept of Strategy

Johnson & Scholas(2005) define strategy as thectdhre and scope of an organization
over the long term through configuration of resesravithin the changing environment,
to meet the needs of marketers and fulfill stakeéwsd' expectations. Kangarro (1998),
defines strategy as the underlying concept inegfratmanagement. It is about winning
and it serves as a unifying theme that gives colterend direction to the actions and
decisions of an individual or an organization. Qu{t980) defines strategy as a pattern
or plan that integrates organization's major goaddicies and action sequences into a
cohesive whole. Thompson et al (2007) contendsat@mpany's strategy represents a
managerial plan for running the business and cdmdyoperations. In the end, the
strategy by which the sustainable competitive athgais gained is known as business

level strategy of the organization (Hill & Jone§02)

A strategy or general plan of action might be folated for broad, long term, corporate
goals and objectives, for more specific business goals and objectives, or for a
functional unit, even one as small as a cost ceSigrh goals might or might not address
the nature of the organization, its culture, thedkof company its leadership wants it to
be, the markets it will or won't enter, the basis which it will compete, or any other
attribute, quality or characteristic of the orgaatian. Strategy and tactics relate to how a
given end is to be attained. Together, strategytantics bridge the gap between ends
and means. Resources are allocated or deployedhandemployed in the course of

executing a given strategy so as to realize theirentew. The establishment of the ends



to be attained does indeed call for strategic thopkbut it is separate from settling on the

strategy that will realize them (Nickols, 2011).

1.1.2 Concept of Effective Strategy
Strategic effectiveness is a way of thinking antingcas an organization to ensure the
achievement of its vision, mission, and goals. Téfiectiveness is the outcome of a

three-stage process depicted by the graphic below.

—

According to Rhodes (2010) an effective strategyeisply understood and shared by the
organization. An effective strategy provides ayaietof the desired long term future. In
order to make sound day to day decisions, all mesnbethe organization must be able
to begin with the end in mind. All steps must mbitely keep the company on course

toward the long term objective.

A rigid strategic direction seldom turns out to @eween the best course of action. To
assure that your business is nimble and able w teachanges in the marketplace, it is
essential that your strategy is flexible and adalptaAs a strategist, you will count on

timely and accurate information about market coodg. It is essential to build and
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employ effective mechanisms for observing and risig to what is going on in the
competitive environment. Real-time information, turn must feed on-going strategic

and operational shifts and deployments (Rhodes))201

Effective strategy results from the varied inpuaafiverse group of thinkers. Participants
in strategic decision-making must be unafraid testcontrary opinions. An effective

strategy follows a thorough and deep analysis i ltioe external environment and the
internal capabilities of the organization. Thighe essence of the famous SWOT model
(Strengths, Weaknesses, Opportunities and Thredts. strategist must understand the
effects and dynamics of external entities suchamspetitors, suppliers, regulators and
strategic partners. An effective strategy idergife@eas of Competitive Advantage. Every
strategic plan must educate the full organizatior@m how it must use carefully

identified competitive advantages in order to cote@ad win (Rhodes, 2010).

1.1.3 Banking Industry in Kenya

Over the last few years, the Banking sector in kKehgs continued to grow in assets,
deposits, profitability and products offering. Tgewth has been mainly underpinned
by; an industry wide branch network expansion sgatboth in Kenya and in the East
African community region and the automation of @éanumber of services and a move
towards emphasis on the complex customer needsrrttan traditional ‘off-the-shelf’
banking products. Players in this sector have @speed increased competition over the
last few years resulting from increased innovatiam®ng the players and new entrants

into the market. (Price Water Coopers Report, 2008)



In Kenya, the banking industry is governed by Comgm Act, The Banking Act, The
Central Bank Act and the various prudential guitdi issued by the Central Bank of
Kenya (CBK).Central Bank of Kenya falls under thenMtry of Finance docket and is
responsible for implementation and formulation obnatary policy and fostering
liquidity, solvency and proper functioning of thedncial system. The banks have come
together under the Kenya Bankers Association (KB#)ich serves as the lobby for the

banking sector’s interests (Price Water Cooper®Rep008).

There are major challenges affecting the bankindusiry in Kenya like the new
regulations especially with the passing of the mewstitution. Central Bank of Kenya
requires financial institutions to build up theirimmum core capital requirement to
Kenya shillings 1 Billion by December 2012. The rbeist attacks on the twin towers in
United States of America emphasized and led tontaadating Acts like Anti-money
laundering. Nations are working closing to ensimad proceeds of crime do not get into
the financial systems of the world. The Global isriexperienced affected banking
industry in Kenya and more so the mobilization epdsits and trade reduction and the
Interest margins declines have also affected tin&ibg industry in Kenya (Central Bank

of Kenya report, March 2011).

1.1.4 Commercial Banks in Kenya

Kenya currently has 44 licensed commercial banksare mortgage finance company.
Of these 44 institutions, 31 are local owned, aBdrtke foreign owned. The commercial
banks in Kenya are now operating in a more competibusiness environment than
before, and the importance of strategic managewemtot be overemphasized, because

it determines how an organization reacts to cortipatand other business environmental
5



challenges. The way a commercial bank reacts gicaléy, to this challenges will

determine its survival and even prosperity.

A study by Akoth 2011 explains that most of the ksam Kenya are greatly affected by
the uncertainty in the policy environment concegnine control or regulation of interest
rates and related bank fees .There is an inadeqoateact enforcement and property
right protection which affects the banks perforne@anthere is lack of monitoring and
enforcement tools in the banking industry in Kenyhae study noted that most of the
banks in Kenya adjust their lending rates dependm¢he charges in the market interest
rates. Due to the advancement in technology, thkenexo which banks are investing new
equipment and upgrade their systems was ratedjtead extent with a view of keeping
in phase with the technical progress. The findialg® highlighted that majority of the
respondents have developed links to the global avétthrough the internet (62.6%) this
could be due to the fact that most of transactiaresnow done online and banks are

increasingly becoming interconnected with one agoth

Pelsmacker et al (2005) acknowledges the importahestablishing customer loyalty in
lieu of getting new customers. In the wake of thanging dynamics in the financial
services sector, commercial banks in Kenya haveugiall task of retaining key value
customers, acquiring new customers, building thenfidence and maintaining a robust
financial performance. Corporate customers whoiailyt would shy away from
switching banks are willing to do so if banks igadine need to hone their service quality

(Farquhar, 2004 and Lam & Burton, 2006).



1.2 Research Problem

Management takes cognizance of the importance efdther retention in the context of
a saturated market or slow increase of new cusmn@ampetitive pressures push other
financial service firms to actively target the comer. In order to stay ahead of
competition banks should continuously scan therenment aggressively and also speed
up implementation of its strategies (Ennew & Bink896; Woodruff, 1997).

The Kenyan banking industry has been facing chgélenn customer retention amidst the
increasing number of banks and environmental clar@eastomers are hopping from one
bank to another in the hope of finding the one fhaheir needs. Despite the strategic
effort to build and promote good customer relatidpscustomer retention still remains a

vital managerial issue.

Numerous studies have tried to examine the effecéss of customer retention
strategies. Abishua (2010), Adour( 2011), Kipkef2211), Kirigo( 2010), and Njuguna
(2010) recommend that banks should enhance theemapitation of the strategies that
are most effective like customer service and prodiifferentiation in order to remain
relevant in the competitive market. Effectivenesshe implemented customer retention
strategies still remains an issue to be tackleds $tudy, therefore, seeks to investigate
the effectiveness of the customer retention strasegdopted by commercial banks in
Kenya. It is necessary to seek answers to thesgtigng: which retention strategies do
commercial banks in Kenya adopt? What perceptionsbdnk managers have on

effectiveness of customer retention strategies?



1.3 Research Objectives
This study was guided by the following objectives:

i. To establish the strategies adopted by commeraakd in Ka&ya to retain

customers

ii. To determine the management perception of the tefeess of customer
retention strategies adopted by commercial banksK@mya to retain

customers.

1.4 Value of the Study

It is less expensive to manage and retain existusgiomer base and sell better service to
them as opposed to a new customer, who might vaaifish the first transaction. Use of
inappropriate retention strategies has led to yandnaged organizations leading to poor
profits. The findings of this study would enables ud appropriate strategies that would
enable banks to compete effectively.

The policy makers would obtain knowledge on appatprcustomer retention strategies
to make them relevant in the market in additiompgishis research as a guiding tool in
developing enabling policies regulating the bankssgtor. The banking sector would

therefore be guided by appropriate policies thatuldoenable them to compete

effectively.

The study would have a symbiotic benefit to thekband the customer. The findings
would enable the bank to identify both the effeetand ineffective customer retention

strategies. The information would also benefit costrs as management would be more
8



customer need oriented leading to customer satiisfabence retention. Good customer
management would lead to reduced costs and aldeemamnagement to make strategic
decisions to outsmart the competitors and also etmain relevant in the market.

Customers would be able to receive quality serMieading to increased royalty.



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

The literature review gives detailed informatioattis relevant to the study from various
fields. This section has been guided by the rekeproblem which is to find out the
manager's perception of the effectiveness of customtention strategies applied by
commercial banks in Kenya. It is composed of coitipetenvironment, competitive

rivalry, customer retention strategies and emgistadies.

2.2 Competitive Environment

All organizations are situated in an environmerd, that of business, governmental,
educational, or voluntary service. In this envir@mnare other organizations and people
with whom transactions have to take place. Thede imglude suppliers, clients or
customers, and competitors. In addition, more génespects of the environment will
have important effects, such as legal, technolbgacal ethical developments.

Today's competitive environment maximizes custometention probability so as to
sustain the company’s protection against inroadsip&tition. Customer retention is
needed to achieve this goal. Ramakrishnan (2006iha$e customer retention as the
marketing goal of preventing customers from gomg¢he competitor. Customer retention
is the way in which organizations focus their éavn existing customers in an effort to
continue doing business with them (Mostert et 2009). However, customer retention

can also mean the number of customers who stayth&tprovider in the course of an
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established period, such as a year (Dawes, 20Q&to@er retention is a key factor in
determining the success of businesses today. KRfH)) notes that competitors are
always on the lookout to steal customers througtebeleals. Fluss has observed that
annual customer attrition rates range from 7% dustries that have high exit barriers
such as banking and insurance, to almost 40% inntbbkile phone industry. It can,
therefore, be concluded that customers in the leelindustry keep on switching network

providers for better deals.

In a highly competitive market, the shortest rotwedifferentiation is through the
development of brands and active promotion to hatgrmediaries and final consumers
(Parasuraman, 1997). In the long run, however,dingn targeting and positioning would
all be much more effective if the supplier had sotaagible advantage to offer
consumers (Baker, 1993). This is evident in theklmanindustry, where many banks are
providing more or less the identical products fearty the same price. Unless a bank can
extend its product quality beyond the core serwith additional and potential service
features and value, it is unlikely to gain a susthle competitive advantage (Chang,
Chan & Leck, 1997). Thus, the most likely way tatboetain customers and improve
profitability is by adding value via a strategydifferentiation while increasing margins

through higher prices (Baker, 1993).

Today’s customers do not just buy core qualitydpisis or services; they also buy a
variety of added value or benefits. This forces $kevice providers such as banks to
adopt a market orientation approach that identiieasumer needs and designs new
products and redesigns current ones (Ennew & Bih®86; Woodruff, 1997). Further,

competitive pressures then push other financiaVicerfirms to actively target the
11



consumer. In order to stay ahead of competitionkbashould continuously scan the

environment aggressively and also speed up impl&tien of its strategies.

Various writers in 2006 were concerned to analya® the need to function successfully
in different environments has led organizations aopt different structures and

strategies. Burns (2006) examined the effects agfidty changing technological

developments on the attempts of old establishedsfito adjust to new environments.
Lawrence & Lorsch (2006) emphasized that it isappropriateness of an organization’s
structure in relation to its environmental requiegts which is the basis of effectiveness.
Pfeffer & Salancik (2006), argued for a resourcpemelence perspective which sees all
organizational functioning as resulting from thgamization’s interdependence with its
environment. Miles & Snow (2006) highlighted theastgic choices that managements
have to make to adapt to the environmental presstirey face, whereas Hannan&
Freeman (2006) took an ecological and evolutionaaw of the chances of organizations
surviving in their particular environments. Hofste@006) on the other hand highlighted
national culture as it affects management value$ anocesses. This environmental
feature is particularly important in the ever mdrequent international activities of

organizations. In 2006 again, Whitley examinediress structures in many countries

and related them to the societal institutions incivlthey operate.

For a proper understanding of organizational fuomitig, according to Miles & Snow
(2005) the way to a successful organization islignatself with the environment. To
align organization and environment successfully,naggment has to solve three
problems, and solve them continuously: the entregugal, engineering, and

12



administrative problems. The entrepreneurial pnoblis to choose a general market
domain, or field of operation, in which the orgatian can be viable; to specify the

precise target market; and to decide on the rigtdyocts or services for it.

Fluss (2010) notes that competitors are alwaysendok out to steal customers through
better deals. Fluss has observed that annual castattrition rates range from 7% in
industries that have high exit barriers such akipgnand insurance, to almost 40% in
the mobile phone industry. Customer retention hdsext impact on long term customer
lifetime value, which is a more profitable avenoefirms that seek to pursue growth and
sustainability or those that seek to protect thévesefrom market shrinkage resulting
from a contracting economy (Gee et al.,, 2008).Scpmp this argument, Lombard

(2009) notes that today the pressure on compaoiestdéin customers is fuelled by the

market where customer acquisition is low.

2.3 Competition Rivalry

Competitive behavior, defined as the pursuit ofetssgerceived to be scarce and
contested, is ubiquitous (Deutsch, 1949). In dosarm varied as business, politics,
sports, and nature, individuals and other entitiesipete for limited resources, status,
and survival (Hirshleifer, 1978). Competitive belmavis not only seen as a means by
which an individual entity can benefit: in the metrksetting, it is also a primary

mechanism for creating value (Smith, 1776). Desghiése advantages, the motivation to
compete can sometimes have pernicious effects,teegadoption of unethical strategies
like sabotage (Hoffman, Festinger, & Law-rence, 4;95Mui, 1995; Mdunster,

2007).Paradoxically, competitive motivations magddo strategies that harm not only

13



one’s adversary, but also oneself (Garcia, Tor,&%abez, 2006; Guth, Schmittberger, &

Schwarze, 1982; Ku,Malhotra, & Murnighan, 2005).

Ku et al. (2005) for example, found that the desirdeat rival bidders can lead auction
participants topay more than an item is worth enth(cf.,Cox, Smith, & Walker,1992).
Likewise,Malhotra, Ku & Murnighan (2008)suggestttilhe desire to “win” can lead
disputants to pursue costly litigation even whdess antagonistic strategy would lead to

better out-comes.

In many industries firms constantly have to defémeinselves against rival attacks on
their competitive position (Smithet et al., 199002). In turn, their actions may provoke
retaliation from their rivals, further fuelling cqratition (Chenet et al., 1992; Yu And
Cannella,2007). The outcomes of competitive intevas determine competitive
advantage and thus profitability (Chen & Hambrick995; Ferrier, 2001), so
understanding their underlying mechanisms is certmacompetitive analysis and
strategic management research in general (Cherg; ¥&chenet al., 2004; Smith et

al.2001).

In the past two decades competitive dynamics rebe@ias analyzed competitive
behavior between rival firms at the level of indiwval competitive actions (Ketchen et al.,
2004; Hutzschenreuter & Israel, 2009). Focusingation-reaction dyads, i.e. matching
pairs of actions and responses, scholars founceeeedthat firms are affected by their

rivals® actions (Smithet al., 1992; Chenet al., 1992; GalacMillan, 1992; Chenet al.,

14



2007).The action-reaction dyad is useful in prawidia clear link between individual
actions and responses, but it implies two strorgymaptions, as first noted by Hsieh
&Chen(2010): First, managers perceive actions kgl firms individually and not to
evaluate them jointly. Second, each response getied towards an individual rival
action, not towards several rivals at once. Theseraptions are useful in situations with
few similar rivals, but in industries with many éeigeneous players this concept of
competition may be too narrow. Consequently, weiasimpetitive actions by multiple
rivals also jointly influence firm actions (HsiehGhaen, 2010).Specifically, we ask
whether firms competitive moves are influenced by gradual buildup of actions by
multiple rivals over time and if there are diffeces between reactions within the same
strategic group and across different groups. Basedthe awareness-motivation-
capability (AMC) framework (Chen &Miller, 1994; Chegl996) we propose that as they

observe an increasing buildup of rival moves tfieins” last action managers perceive

increasing competitive pressiire.e. a perceived necessity to take competitiv®ac

Drawing on work on rivalry in strategic groups weidy the moderating effect of
strategic group membership on their reactions ttiphe rivals (Porac & Thomas, 1990,
Reger &Huff, 1993;Ferrier et al., 1999;Chen & Haiokr 1995).Managers cognitive
constructions of the competitive landscape theyggiee actions by strategically similar
rivals as especially salient, leading to greatenpetitive pressure (Poracet al.,1995, Nath
& Gruca, 1997)We address these questions by exagagtion magnitude as a central
attribute of competitive moves (Smithet al., 19923jng data on tariff setting in the

German cellular telephony market. We also find thateffect of rival actions on action

15



magnitude is moderated by firm type: challengeractremore strongly to rival

challenger’s actions, and incumbents react to rn@imbents’ actions.

Competitive pressure and the link to rivalry imagtgic groups therefore provide a
promising new perspective on competitive dynamig.analyzing firm$ reactions to

multiple rivals this study complements Hsieh & Ch@910) in introducing a new
perspective of competitive interactions. It alsmtcbutes to theory by discussing how
awareness, motivation and capability influence cetitipe pressure, thus extending the
AMC framework to rivalry between a firm and groupkcompetitors (Chen &Miller,
1994; Chen, 1996). Finally, it provides a furthieklbetween competitive behavior and
strategic group research by demonstrating thasfi@act differently to rival actions from
within or outside their own strategic group (CooDigrickx, 1993; Porac &Thomas,

1994; Porac et al., 1995; Smith et al., 1997; Le&3&rker, 2007).

2.4 Customer Retention Strategies

Firms have adopted various retention strategiesrntlipg on the type of business and the
environment they find themselves in. Some opt faaliy service, some switching
barriers while others try to venture into custometention programmes. According to
Pearce & Robinson (1999) a strategy is a largeestature-oriented plans for interacting
with the competitive environment to optimize acl@eent of organizational objectives.
Strategy is the direction and scope of an orgaioizaiver the long term which achieves
advantage for the organization through its conigjon of resources within a changing
environment to meet the needs of markets and Ifgtfilkeholder expectations™ (Johnson

& Scholes, 2003).
16



Success in retaining customers is attributed torabination of strategies being pursued
such as: Define measure retention; Looking for lkyyia the right places with a focus of
getting the right customers and not just a lot leém; Changing the channels of
distribution; Minimizing adverse selection of custers through creative filtering;
Rewarding the sales force for retaining customact just winning new customers;
Paying for continuity, not just conquests, and th&y involve using coupons or vouchers
to discriminate and reward customers that re-bugsighing special programmes to
attract and hold the most valuable customers. Bigigyiving a differentiated attention

(Richheld, 1996).

Lions (2010) argued that customer service is ohdhe surest ways of retaining
customers. It means that your customers feel thatunderstand them and their needs
outstanding service is what customers require &ilkig is offered then the customers
feel worth of the relationship .A successful busses defined by the relationship it has
with its customers. Relationships with customersusth be caring and ongoing. This
ensures touch and personal relationship you estedali when the first contact with the

customer will be sustained (Jill & Lowenstein, 2R07

According to Mermann (2007) when you differentigt@ur products you make your
competitor irrelevant and in so doing you guarasies for your business that ensuring
your survival. Services can be differentiated tigtouspeed, performance, quality,
responsiveness and availability. Neil (1998) ndked strong brands have the ability to
attract and retain customers. Thus all organizatishould endeavor to have strong
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brands so as to enhance their branding in ordeuild product recognition and loyalty
that further enhances customer value. Accordingeth, cross selling means selling more
products to customers one has already acquirectrdes selling it means that the
organization must view itself as a whole so thataibh see all the possible relationships
involved. Where this relationships intersect adbtelevant solutions for the customer
can be given and this way a customer who would lo#verwise left for competition stay

and buys more products.

According to Payne & Frow (2005), Customer relatiip management (CRM) is
important to commercial banks to acquiring new eongrs, retain the existing ones and
maximize the lifetime value. Customer relationshipnagement enhances the value to
the customer. They further argue that every orgditz should endeavor to create value
for their customers. In doing this they are makimg customer feel appreciated and that
they are understood and their need will be met MGsystem allows every detail of the
customer to be stored and shared with other itganization thus significantly impacts

on the quality of customer service.

Relationship marketing has gained popularity witbvwgh of technology. According to
Dortyol (2009) & Heiman (2005), a key principle odlationship marketing is the
retention of customers through varying means andctipes to ensure repeated
transaction from the already existing customerss T 1done when the company is able
to meet the expectation of the customer’'s way ketywhat the competition offers.
Relationship marketing involves understanding tbkeds, goals and desires of the key
stakeholders that include the customers, emplogadsmarketing partners and all these

have a direct impact on the success of the firm.
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Studies done from different fields suggest theolelhg strategies for customer retention.
From the service marketing perspective, the wayetain customers is to improve
customer service quality and satisfaction (Berrya&Buraman, 1991; Zeithaml &Bitner,
1996).From the industrial marketing perspectives thay to retain customers is by
forging multi-level bonds comprising financial, salcand structural bonds. Turnbull &
Wilson (1989) examined, through a case study, toential benefits of protecting
profitable customer relationships through not gstial, but also structural bonds in the
context of industrial marketing. From a general agament perspective, DeSouza
(1992), Rosenberg & Czepiel (1984), and Reichh&@B§) offer theoretical positions
drawn from their observation and consulting experee DeSouza (1992) advocates
retention measurement and the implementation osarea of preventing customers from
defecting by learning from former customers, analyzomplaints and service data, and

identifying and raising barriers to customers’ shihg.

Rosenberg and Czepiel (1984) advocate an analiythe dirm’s customer portfolio with

a view to creating a specified balance of them whmay include the first time buyers,
repeat buyers, switched away then return, andifastbuyers, and reorganizing the firm
for customer retention. Reichheld (1996) advocdtes pursuit of a three-pronged
approach of keeping investors, employees and cestand the adjustment of the firm’s
mission, which should be about creating value ftg three above mentioned
constituencies. His idea rests on the notion tiebyhl employees are not likely able to
build an inventory of loyal customers, and disloyalestors do not support long term

relationship programmes.
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2.5 Empirical Studies

Previous studies have identified the benefits thatomer retention delivers to an
organization (Colgate et al., 1996; Reichheld aads8r, 1990; Storbacka et al., 1994).
For example, the longer a customer stays with aaroration the more utility the
customer generates (Reichheld & Sasser, 1990). i§h& outcome of a number of
factors relating to the time the customer spendb thie organization. These include the
higher initial costs of introducing and attractiagnew customer, increases in both the
value and number of purchases, the customer'sr hettkerstanding of the organization,
and positive word-of-mouth promotion. Apart fromethenefits that the longevity of
customers brings, research findings also suggedtthe costs of customer retention
activities are less than the costs of acquiring reastomers. For example, Rust &
Zahorik (1993) argue the financial implicationsatfracting new customers may be five
times as costly as keeping existing customers. Kewemaintaining high levels of
satisfaction will not, by itself, ensure customeydlty. Banks lose satisfied customers
who have moved, retired, or no longer need cedarmices. As a consequence, retaining
customers becomes a priority. Previous researclwvshwowever, that longevity does not

automatically leads to profitability (Colgate et, d1996).

On the other hand, Beckett et al. (2000) draw tergaonclusions as to why consumers
appear to remain loyal to the same financial prexidven though in many instances they
hold less favorable views toward these serviceigess. For example, many consumers
appear to perceive little differentiation betwe@rahcial providers, making any change

essentially worthless. Secondly, consumers apmedetmotivated by convenience or
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inertia. Finally, consumers associate changing $amkh high switching costs in terms
of the potential sacrifice and effort involved. &y, there are compelling arguments for
bank management to carefully consider the factwsright increase customer retention
rates, with research providing ample justificatfon customer retention efforts by banks

(Marple &Zimmerman, 1999; Fisher, 2001).

However, there has been little empirical reseahett investigates the constructs leading
to customer retention. Previous empirical work foasised on identifying constructs that
are precursors to customer retention. Other studhgs focused on developing measures
of customer satisfaction, customer value and custohayalty without specifically
looking into other potential meaningful construcEsxamples of such constructs are
competitive advantage, customer satisfaction, swite barriers, corporate image, and
bank services characteristics. These form the Hasithe present investigation. There
have been few, if any, attempts to link them tat@orer retention. This is curious, for if
retention criteria are not well managed, customaght still leave their banks, no matter

how hard bankers try to retain them.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction
The chapter discusses the research design, stymyabion, sample size, data collection

and data analysis techniques that used in the stodyther related issues.

3.2 Research Design

A descriptive research design was employed in shusly. This design was preferred

because it is carried out in natural settings. Avay was used to collect the customer
responses on the effectiveness of retention stestegpplied by banks. It was a cross
sectional survey due to the time limit. AccordimgMugenda (1999), a survey research
seeks to obtain information that describes exisphgnomena by asking individuals

about their perceptions, attitudes, behavior ouesl.Survey research is therefore a type

of descriptive research.

3.3 Study Population

The population of interest comprised of all comnadribanks in Kenya. There are a total
of 44 commercial banks in Kenya with each havinguanber of branches and most of
their headquarters based in Nairobi. Some of thekdare national while others are

international applying global strategies. The resjmts were managers from each of the
banks who were interviewed to determine their paioa of the effectiveness of

retention strategies applied by their banks. Tloeesthis study applied census.
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3.4 Data Collection

A semi-structured questionnaire (see appendix )posed of three sections was used to
collect primary data where the respondents weressetl through an interview and drop-
and- pick later method. The first section of theesiionnaire comprises of the
demographic information of the manager while theosd section focuses on factors
customer retention strategies applied by commebaaks in Kenya. The third section is
about the effectiveness of customer retentionegras applied by commercial banks in

Kenya.

A five point likert-type scale was used to meastiie extent of satisfaction on
effectiveness as shown in appendix 1. A likert-tygmmle is a verbal scale where
respondents indicate the degree of agreement @gréisment with a number of
statements about an object of interest accordin@émnock, 2002). The respondents;
managers who have been involved or responsiblddeeloping strategy was assessed on
the strength of opinion where 1 is the least amldeSmost effective. The research design
is appropriate because as it enables the reseachaentify the effectiveness through

the various responses.

3. 5 Data Analysis

Data was collected and analyzed using SPSS packegmguency distribution tables and
percentages were used to compare the data. Bais clyad pie charts were used to
illustrate pictorial presentation. Weight of respenwas assessed using means and

standard deviations and conclusions. Descriptiagissics were used to describe and
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analyze the extent of effectiveness between thewsarstrategies applied. Descriptive
statistics were applied to populations, and the@ries of populations, like the mean or

standard deviation, are called parameters as #gpmgsent the whole population.
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CHAPTER FOUR: DATA ANALYSIS AND INTERPRETATION

4.1 Introduction

The objectives of the study were to establish thetegies adopted and to determine the
management perception of the effectiveness of metoetention strategies adopted by
commercial banks in Kenya to retain customers. gestionnaires were dropped and
later picked at a later date to allow the respotsdanfeel the questionnaires at their own
time. Once the respondents answered the questienndata was then coded and
analyzed using SPSS to get the means and standsaiation. Graphs, pie charts and

tables were used to present the data.

4.2 Response Rate and the Rate of Return

The study targeted 44 respondents in collecting dath regard to strategies adopted by
commercial banks in Kenya to retain customers. Floenstudy, 28 respondents out of
the 44 sample respondents filled-in and returnedaihestionnaires making a response
rate of 63.64%. This reasonable response rate wlasved after the researcher made
personal calls and physical visits to remind thepoadent to fill-in and return the

guestionnaires.
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4.3 Demographic Information

Figure 4. 1: Period of the bank existent

5-10yrs 10-15yrs more than 15yrs

The study sought to find out how long the banksehagen in existent. According to the
findings, 75% of the banks were 10-15 years, 17.888te more than 15 years and

7.14% were between 5-10 years in operation.

The study sought to know if the bank employed austoretention strategies. From the
findings, all the respondents indicated that thekbamployed customer retention

strategies.
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Figure 4. 2: Extent that customer retention stiategere effective

small extent Moderate extent Large extent

The study sought to find out the extent to whiclstomer retention strategies were
effective. According to the findings, 78.57% of ttespondents indicated that customer
retention strategies were effective to moderaterdxtl4.29% indicated that customer
retention strategies were effective to large ex@mmi 7.14% indicated that customer

retention strategies were effective to small extent

Table 4.1: Period the respondents had been workingith the bank

Frequency Percentage
1-2years 2 7.14
3-5years 18 64.29
Above Syears 8 28.57
Total 28 100.00
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The study aimed at finding out the period the reslemts had been working with the
bank. Results revealed that 64.29% of the respdaded been working with the bank
for 3-byears, 28.57% of the respondents had beatkingp with the bank for above

Syears and 7.14% of the respondents had been wponkih the bank for 1-2years.

4.4 Customer Retention Strategies

A strategy is a large scale, future-oriented pléorsinteracting with the competitive
environment to optimize achievement of organizatioobjectives. Strategy is the
direction and scope of an organization over the ltemm which achieves advantage for
the organization through its configuration of rem®s within a changing environment to
meet the needs of markets and fulfill stakeholdgreetations™ (Johnson & Scholes,
2003).

As per the first research objective to establighdinategies adopted by commercial banks
in Kenya to retain customers, the study soughtdaire the customer retention strategies
applied by commercial banks. This section utilizeB-point likert scale where 1-1.49 =
no extent, 1.50-2.49 = low extent, 2.50-3.49 = matdeextent, 3.50-4.49 =great extent,
4.50-5.00 = very great extent. Commercial bankseg@ly applied customer retention

strategies to a moderate extent. This was illiestiraly the grand mean which was 3.01.

Results presented in the table above showed thatmeocial banks applied product
innovativeness to a very great extent as shown imgan of 4.67. Today's customers do
not just buy core quality products or servicesythbso buy a variety of added value or

benefits. This forces the service providers suclvasks to adopt a market orientation
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approach that identifies consumer needs and desgnusproducts and redesigns current

ones (Ennew & Binks, 1996; Woodruff, 1997).

In addition, commercial banks applied long workihgurs, cross selling, employee
training and customer relationship managementdeceat extent as shown by a mean of

4.45, 4.36, 4.01 and 3.91 respectively.

Moreover, commercial banks applied quality servim@nmunication effectiveness and
differentiated products to a great extent as shdwyna mean of 3.79, 3.66 and
3.55respectively.Unless a bank can extend its mtoduality beyond the core service
with additional and potential service features aaldie, it is unlikely to gain a sustainable
competitive advantage (Chang, Chan & Leck, 1997 most likely way to both retain
customers and improve profitability is by addinduweavia a strategy of differentiation

while increasing margins through higher prices @ak993).

In addition, commercial banks applied loyalty preogmes, customer involvement and
customer satisfaction follow ups to a moderate réxés shown by a mean of 3.48, 3.29
and 2.86 respectively. Moreover, commercial bamdiad switching barriers, rewarding
loyal customers and lost customer analysis teeligtktent as shown by a mean of 2.43,
1.99 and 1.86 respectively. According to Miles &®n(2005) the way to a successful
organization is to align itself with the environmenro align organization and
environment successfully, management has to sdiweetproblems, and solve them
continuously: the entrepreneurial, engineering, aministrative problems. The
entrepreneurial problem is to choose a general ebatamain, or field of operation, in

which the organization can be viable; to specify pinecise target market; and to decide
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on the right products or services for it. Besidesnmercial banks did not at all apply

discounts on loyalty and complicated products asvehby a mean of 1.46 and 1.45

respectively.

Table 4.2: Customer Retention Strategies applied bgommercial Banks

Strategies Mean Stdev
Loyalty programmes 3.48 0.81
Cross selling 4.36 0.63
Differentiated products 3.55 0.54
Product innovativeness 4.67 0.28
Quality service 3.79 0.49
Employee training 4.01 0.6
Switching barriers 2.43 0.71
Complicated products 1.45 0.62
Long Working hours 4.45 0.67
Discounts on loyalty 1.46 0.53
Customer satisfaction Follow ups 2.86 0.68
Customer Relationship Management 3.91 0.34
Customer Involvement 3.29 0.69
Communication effectiveness 3.66 0.52
Lost customer analysis 1.86 0.51
Rewarding loyal customers 1.99 0.37
Grand Mean 3.01 0.53

4.5 Perception of the Effectiveness of Customer Ratition Strategies

Today's competitive environment maximizes custormetention probability so as to
sustain the company’s protection against inroadspatition. Customer retention is a key
factor in determining the success of businessemytdéluss (2010) notes that competitors

are always on the lookout to steal customers thrdaeiter deals. Lombard (2009) noted
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that today the pressure on companies to retairoess is fuelled by the market where

customer acquisition is low.

As per the second research objective to deterntirentanagement perception of the
effectiveness of customer retention strategies t&diopy commercial banks in Kenya to
retain customers, the respondents were requesteddicate their perception of the

effectiveness of customer retention strategies.-@oit likert scale was used where 1-
1.49 = no extent, 1.50-2.49 = low extent, 2.50-34¥0derate extent, 3.50-4.49 =great
extent, 4.50-5.00 = very great extent. Respondeetseived effectiveness of customer

retention strategies as moderate extent effeci\@awn by a grand mean of 2.50.

Data revealed from the study showed that respoadesriceived effectiveness of long
working hours, employee training, and product iratoxeness and cross selling to a great

extent effective as shown by a mean of 4.40, 43% and 3.57 respectively.

In addition, respondents’ perceived effectivendstoyalty programmes, quality service
and customer relationship management to a moderdent effective as shown by a
mean of 3.45, 3.23 and 3.23 respectively. Accordingayne & Frow (2005), Customer
relationship management (CRM) is important to comumaé banks to acquiring new
customers, retain the existing ones and maximize lifetime value. Customer

relationship management enhances the value taudteroer.

Moreover, respondents’ perceived effectivenessustamner involvement, differentiated
products and communication effectiveness to a nateerxtent effective as shown by a
mean of 2.74, 2.66 and 2.58 respectively. Neil 89%ted that strong brands have the

ability to attract and retain customers.
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Also, respondents’ perceived effectiveness of custo satisfaction follow ups and
switching barriers to a little extent effective slsown by a mean of 1.86 and 1.62
respectively. Furthermore, respondents’ perceiviéettveness of discounts on loyalty
and rewarding loyal customers to a moderate exiéattive as shown by a mean of 1.26
and 1.25 respectively. Reichheld (1996) advocates gursuit of a three-pronged
approach of keeping investors, employees and cestand the adjustment of the firm’s
mission, which should be about creating value ftg three above mentioned
constituencies. Besides, respondents’ perceivesttefeness of lost customer analysis
and complicated products to a not at all effecageshown by a mean of 1.15 and 1.14

respectively.

The study sought to find out the recommendatiorthto banking sector for effective

strategies. According to the findings, the respotgleecommended commercial banks to
adopt customer retention strategies and ensure dreeeffective. This is because the
costs of customer retention activities are less tha costs of acquiring new customers.
Rust & Zahorik (1993) argue that the financial irogtions of attracting new customers

may be five times as costly as keeping existingarusrs.
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Table 4.3: Perception of the Effectiveness of Custeer Retention Strategies

Strategies Mean Stdev
Loyalty programmes 3.45 0.35
Cross selling 3.57 0.7
Differentiated products 2.66 0.82
Product innovativeness 4.04 0.73
Quality service 3.23 0.53
Employee training 4.34 0.67
Switching barriers 1.62 0.42
Complicated products 1.14 0.31
Long Working hours 4.4 0.81
Discounts on loyalty 1.26 0.6
Customer satisfaction Follow ups 1.86 0.53
Customer Relationship Management 3.23 0.24
Customer Involvement 2.74 0.43
Communication effectiveness 2.58 0.71
Lost customer analysis 1.15 0.29
Rewarding loyal customers 1.25 0.17
Grand Mean 2.50 0.49

4.6 Discussion of the Findings

Commercial banks applied product innovativenessatwery great extent. Today’s
customers do not just buy core quality productsewices; they also buy a variety of
added value or benefits. This forces the serviogigers such as banks to adopt a market
orientation approach that identifies consumer nesadd designs new products and

redesigns current ones (Ennew & Binks, 1996; Woibdi997).

33



Commercial banks applied long working hours, creeBing, employee training and
customer relationship management to a great exiéms. in line with Mermann (2007)

who indicates that when you differentiate your praid you make your competitor
irrelevant and in so doing you guarantee salesytur business that ensuring your
survival. Services can be differentiated througheesh performance, quality,

responsiveness and availability. They also applig@lity service, communication

effectiveness and differentiated products to atgertent. Moreover, they applied loyalty
programmes, customer involvement and customerfaetisn follow ups to a moderate
extent. This in line with Neil (1998) who notes tirsdrong brands have the ability to
attract and retain customers. Few commercial bapgsed switching barriers, rewarding

loyal customers and lost customer analysis.

Long working hours, employee training, product maiiveness and cross selling was
perceived as more effective. Loyalty programmesalitju service and customer
relationship management were perceived as effecthoeording to Payne & Frow
(2005), Customer relationship management (CRMinigartant to commercial banks to
acquiring new customers, retain the existing oned maximize the lifetime value.
Customer relationship management enhances the \alube customer. Moreover,
customer involvement, differentiated products awdnmunication effectiveness were
perceived as effective. According to Dortyol (20@9Heiman (2005), a key principle of
relationship marketing is the retention of custartérough varying means and practices

to ensure repeated transaction from the alreadyiegicustomers.

The way to retain customers is to improve custoseevice quality and satisfaction. This

is in line with DeSouza (1992) who advocates réventmeasurement and the
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implementation of measures of preventing custonfren® defecting by learning from
former customers, analyzing complaints and serdiag®, and identifying and raising

barriers to customers’ switching.

Customers are retained effectively by keeping itores employees and customers and
the adjustment of the firm’s mission to be abowating value. T his is in line with
Reichheld (1996) who advocates the pursuit of aetfpronged approach of keeping
investors, employees and customers and the adjostafethe firm’s mission, which

should be about creating value for its three alvogationed constituencies
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CHAPTER FIVE: SUMMARY, CONCLUSION AND RECCOMENDATIO NS

5.1 Introduction

The chapter provides the summary of the findingmfchapter four, and it also gives the
conclusions and recommendations of the study basdte objectives of the study. The
objectives of this study were to establish thetsti@s adopted and to determine the
management perception of the effectiveness of mestaetention strategies adopted by

commercial banks in Kenya to retain customers.

5.2 Summary of the findings

The study found that commercial banks applied pcbdhnovativeness to a very great
extent. In addition, commercial banks applied lowgrking hours, cross selling,
employee training and customer relationship managérto a great extent. They also
applied quality service, communication effectivenemd differentiated products to a
great extent. Moreover, they applied loyalty prognaes, customer involvement and
customer satisfaction follow ups to a moderate rextEew commercial banks applied

switching barriers, rewarding loyal customers avgt tustomer analysis.

The study established that long working hours, eyg® training, product innovativeness
and cross selling was perceived as more effectiggalty programmes, quality service
and customer relationship management were perceaisadfective. Moreover, customer
involvement, differentiated products and communmicaeffectiveness were perceived as

effective.
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5.3 Conclusion of the study

Based on the findings of the study as summarizea/ggbit can be concluded that
commercial banks in Kenya have various retenticatesgies. Success in retaining
customers was attributed to a combination of gjragebeing pursued. Innovativeness is
the strategy mostly used by banks to retain custent@ustomers do not just buy core
quality products or services; they also buy a warx added value or benefits. Banks are
forced to adopt a market orientation approach itheitifies consumer requirements and
designs new products and redesigns up to date Onésss a bank can extend its product
guality beyond the core service with additional @otential service features and value, it
is unlikely to gain a sustainable competitive adagre. The most likely way to both
retain customers and improve profitability is byded) value using a strategy of
differentiation while increasing margins throughghmer prices. Differentiation of

products makes competitors irrelevant and in sagiguarantees sales for the business.

The study concludes that long working hours, emgxolyaining, product innovativeness
and cross selling were strategies perceived asteffein retaining customers. Strong
brands have the ability to attract and retain custs. Customer relationship
management (CRM) is important to commercial baokacquiring new customers, retain
the existing ones and maximize the lifetime val@astomer relationship management
enhances the value to the customer. A key prinagbleelationship marketing is the
retention of customers through varying means andctipes to ensure repeated

transaction from the already existing customerslat®aship marketing involves
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understanding the needs, goals and desires of gélgestakeholders that include the
customers, employees and marketing partners antiede have a direct impact on the

success of the firm.

5.4 Recommendations of the study

For Commercial banks to adopt customer retentioategjies and ensure they are
effective. This is because the costs of custontentien activities are less than the costs
of acquiring new customers. Financial implicatiarisattracting new customers may be

five times as costly as keeping existing customers.

The researcher further recommends that firms neeanalyze their customers before
coming up with strategies of retaining them. Bamleed to come up with ways of

rewarding the sales force for retaining custom@a@nmercial banks need to put up a
good and quality customer care unit. This will htdipm deal with customers complains
promptly. This need to be advance in that custoraegsable to contact customer care

online or by calling.

Employees should be encouraged to have a gooduaiitlyqelationship with customers.
Customers should be made to feel that bank empsayederstand them and their needs.
Relationships with customers should be caring amgbimg. This ensures that touch and
personal relationship are established when theé dmstact with the customer will be

sustained.
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Banks need to differentiate their products. Thisildanake competitors irrelevant and in
so doing guarantee sales for their business thsigrieg survival. Strong brands should
be developed. Organizations should endeavor tdeckadue for their customers. In doing
this they will be making the customer feel appredaand that they are understood and

their need will be met.

5.5 Limitations of the study

The researcher encountered various limitations hivedered access to information that
the study seek. The main limitation of study was iitability to include more bank

organizations. This was a case focusing on thetselenstitution. The study could cover
more institutions across all sectors so as to peova more broad based analysis.

However time and resource placed this limitation.

The researcher also encountered other challendesitations such as none-cooperation
by commercial bank employees since it was not easpnvince some employees to fill
guestionnaires hence not reaching the target sasipte However , the researcher
assured the respondents of proprietary measureththéindings would be accorded and

used only for academic purpose
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5.6 Suggestions for Further Research

The following are some of the areas which neednaperative and comprehensive
exploitation;

A detailed study on effects of strategies adopteddmmercial banks in Kenya to retain
customers; need to be done to shade more lightebdst strategies that can be applied

to enhance the operation of the commercial bank®eiya

A comprehensive study on extent of strategies adblpy private firms in Kenya to retain
customers in the commercial banks should be donellothe commercial banks to
ascertain effective customer participation in tperations of the commercial banks, with
regard to the projected customer participation tteat boost the performance of these

firms.

An analysis of strategies adopted to retain custsrrethe public sector. An in depth
analysis of customer adoption which could be efffecbn customer retention, leading to

improved performance of such public corporatiorausthbe done.

This study involves the assessment into strateglepted by commercial banks in Kenya
to retain customers. It would therefore be desgrabla similar study is carried out in

insurance sector.

40



REFERENCES

Abishua ,(2010)Strategic responses used by Equity Bank to compete in the Kenyan

Banking industry (MBA Thesis ,University of Nairobi)

Anthony L.E. ,(2007)Effects of employee satisfaction and customer retention on

corporate. international school of management

Barney, J. and Clark D., (200'Resource-Based Theory: Creating and Sustaining

Competitive Advantage, Oxford, Oxford University Press.

David C. and Esther C. ,(2006) Customer retentioNew Zealand Banking industry.

Banks and Bank systems/Volume 1,issue 4

Robert L, (2005) "Retail operations strategies: Empiricatlence of role, competitiv
contribution and life cycle", International Jourradl Operations & Productic

Management, Vol. 25 Iss: 7, pp.642 - 680
Dortyol, K. A. (2009). The difference in customezhaviour between loyal customers

and first comers in the retail banking industianagement Research News , 932-

941.

Don J. and Thomas B, (2012) "Assessing customentien strategies in mobile
telecommunications: Hybrid MCDM approachManagement Decision, Vol. 50

Iss: 9, pp.1570 — 1595

41



Chen J.I. and Popovich K., (2003) "Understandingt@mer relationship management

(CRM): People, process and technolodytherald 9

Edward M. and Sahadev S., (2011) "Role of switghliosts in the service quality,
perceived value, customer satisfaction and custoetention linkage"Asia

Pacific Journal of Marketing and Logistics, Vol. 23 Iss: 3, pp.327 - 345

Gewirtz M. P. (2005). People power:strategies feating work environments to reduce

stress and other riskshinking out loud.

Jones A., Mothersbaugh L. and Beatty BR003) "The effects of location
convenience on customer repurchase intentions asmsice types'Journal of

Services Marketing, Vol. 17 Iss: 7, pp.701 - 712

Kirigo (2010).Customer retention strategies applied by commercial banksin Kenya.

(,MBA Thesis ,University of Nairobi)

Krug, J. A. (Ed.) (2009)SAGE Library in Business & Management: Corporate strategy.
.(Vols. 1-3). London: SAGE Publications Ltd. do@.4135/9781446261200

Li-Wei Wu ,(2011). Beyond satisfaction; The relatimportance of locational
convenience,interpersonal relationships and comemitracross service types.

Managing service quality , 240-263.

Matos C., Henrique L. and Rosa F., (2009) "Theedéit roles of switching costs on the
satisfaction-loyalty relationship”, Internationausnal of Bank Marketing, Vol.

27 1ss: 7, pp.506 - 523

42



Menon, K. & O’Connor, A. (2007), “Building custongraffective commitment towards
retail banks: The role of CRM in each ‘moment afth", Journal of Financial
Services Marketing,Vol. 12 No. 2, pp. 157-168

Njuguna (2010)An analysis of effectiveness of customer retention strategies in Equity

Bank. (MBA Thesis ,University of Nairobi)

Relationship International Journal of Bank. (200®)e different roles of switching costs
on the satisfaction-loyaltyemerald Group Publishing Limited , 506-523.
Rizal F. (2002). Customer retention managemestlaation of theory and practice.

Marketing intelligence and planning , pp. 149-161.

Robert H, (2005) "Retail operations strategies: Ficgd evidence of role,
competitive contribution and life cyclefhternational Journal of Operations &
Production Management, Vol. 25 Iss: 7, pp.642 - 680

Wisskirchen C., Vate D., Backer P. and Detrick(2006) "The customer-led bank:
converting customers from defectors into fai@ategy & Leadership, Vol. 34

Iss: 2, pp.10 - 20

Hirshleifer, J. (1978). Competition, cooperatiangd conflict in economics and

biologyAmerican Economic Review, 68(2), 238-243

Deutsch, M. (1949). A theory of co-operation andpetition.Human Relations, 2,129—
152.

Reichheld, F.F., W.E. Sasser (1990). Zero Defestidpuality comes to Services //
Harvard Business Review, — September-October. — pp. 105-111.

43



Colgate, M., K. Stewart, R. Kinsella (1996). Custr Defection: A Study of the Student
Market in Ireland /The International Journal of Bank Marketing, — Vol. 14, No.
3. —pp. 23.

Marple, M., M. Zimmerman (1999). A Customer RetentiStrategy //Mortgage
Banking, — Vol. 59, No. 11, August. — pp. 45-50.

Storbacka, K., R. Strandvik, C. Gronroos (1994)nkfging Customer Relationship for
Profit: The Dynamics of Relationship Qualitylhternational Journal of Service
Industry Management, — Vol. 5, No. 5. — pp. 21-38.

44



APPENDIX ONE: QUESTIONNAIRE

Hallo!

| am EMMAH MECHA a student at the University of Malbi pursuing masters in
strategic management. I'm conducting a research gartial fulfillment of the

requirement for the award of the aforementionedtenaslegree.

The research seeks to investigate the effectivenksgstention strategies adopted by
commercial banks in Kenya. Participation in thecegsh study is absolutely voluntary.
Any information you forward will be treated withmbst confidentiality and will not be

used for any purpose other than study objectives.

Signature of the interviewer................coooeviiiin .

Respondent agreement to participate in the research

[JYes [1 No

Please tick where appropriate

Section one; demographic information (Please tick nere appropriate)

1) Name of the bank

civeeenne.. (Optional)
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2) Number of branches

a) Lessthan 1 yr b)1-5yrs ¢)5-10 yrs @15 yrs e) more than 15 years

3) How old is your bank

a)Lessthan1yr b)1-5yrs c¢)5-10 yrs é)b0yrs e)more than 15yrs

4) Does your bank employ customer retention strategs?

a)Yes b)No

If yes in Question 5 above, to what extent are thesffective?

Not at all b)small extent c)Moderate extent d)Large extent

e)Very large extent

5) How long have you been working with the bank?

a) Lessthan lyear[ ] b)1-2years|[ ] c¢)3-byears[ ] d)Above Syears|[ ]

5) Section two; the following are customer retentio strategies applied by
Commercial Banks. Please indicate the extent to we¢h your bank has implemented

these strategies effectively.

On a scale of 1-5 where 5=Very great extent, 4=Greaxtent, 3=Moderate extent,

2=little extent, 1=No at all

Strategies Not atLittle Moderate| Large Very large

all extent extent extent extent

A Loyalty
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programmes

Cross selling

Differentiated

products

Product

innovativeness

Quiality service

Employee training

Switching barriers

T O M| m

Complicated

products

Long Working

hours

Discounts on

loyalty

Customer
satisfaction Follow

ups

Customer
Relationship

Management

Customer

Involvement

Communication

effectiveness

Lost custome

analysis

Rewarding loyal

customers
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6) List any other strategy (ies) you use and rataion the scale

7) Section three; please indicate your perceptionfdhe effectiveness of each of the

following customer retention strategies.

On a scale of 1-5 where 5=Very great extent, 4=Greaxtent, 3=Moderate extent,

2=Little extent, 1=No at all

Strategies

Not at a

[Little

extent

Moderate

extent

Large

extent

Very large

extent

Loyalty programmes

w

Cross selling

Differentiated

products

Product

innovativeness

Quiality service

Employee training

Switching barriers

I @ M| m

Complicated

products

Long Working

hours

Discounts on loyalty
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K | Customer
satisfaction Follow

ups

L | Customer
Relationship

Management

M | Customer

Involvement

N | Communication

8) effectiveness
Wit O | Lost custome
analysis
h .
P | Rewarding loyal
you customers

I experience in strategy implementation, what would/ou recommend to the banking

sector for effective strategies?
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APPENDIX TWO

The 44 Commercial Banks in Kenya

1.African  Banking Corporatiol

Bank

2.Barclays Bank of Kenya Ltd

3.Bank Of AfricaKenya Ltd

4 Bank Of Baroda (Kenya) Ltd.

5.Credit Bank Ltd

6.City Bank Finance Ltd

7.Chase Bank

8.Citibank N ALtd

9.Co-operative Bank

10.Commercial Bank of Africatd

11.Consolidated Bankof Kenya

Ltd

h

12.Development Bank Of Keny

Ltd

a

13.Diamond Trust Bank(K)Ltd
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14 .Dubai Bank Kenya Ltd

15.Dyer & Blair Investment Bank

16Equatorial Commercial Ban

Limited

17.Equity Bank

18.Family Bank

19.FirstAmerican Bank

20.Fidelity Commercial Bank

21.Fina Bank

24.Giro Commercial Bank Ltd

25.Guardian Bank

26.Gulf Development Bank

27.Habib Bank Ltd

28.Habib Bank AG Zurich

29.Housing Finance

30.Imperial Bank Limited




31.Investments & Mortgages Bat

Limited — 1&M Bank

32.K-Rep Bank

33.Kenya Commercial Bank

34.Kenya Post Office Saving

Bank

JS

35.National Banlof Kenya Ltd

36.National Industrial Cred

Bank_td

37.0Oriental Commercial Bank Ltd.

38.Paramount Universal Bank
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39.Prime Bank td

40.Prime Bank Capital &Cred

Ltd

41 .Standard Charteré&2bnk Ltd

42.Stanbic BanKenyaltd

22.Southern Credit Bankin

Corporation

23..Suntra Investment Bank Ltd

43.Trans-national Bank (K) Ltd

44 VictoriaCommercial Bank

—



