
t 
EMPERICAL L 1

\' ~TIG.\TlON lNTO TilE MARKET SEGMENTATION 

STl{ TL ,IL Usl' n B\ COMMERCIAL BANKS TN KENYA. 
1
' 

BY 

Dorcas 1 amalwa 

A 1: nagcmcnt Res •an·h Proj ·c t Propo al Suhmittcd in Partial I ulfilmcnt for thl' 

A" ard of thl' lh· •t·u· of ~I.\ t 'I' of Bu inc \dmini tration , Sl'lwol of Bu inl' 

Univ 1 it.' of airohi. 



HE .LARATION 

1 i. m <ll ipinal wo1 k and has not been submitted fo r award of a dl.!g.• • ut th ·lint ·t It) of'Nni1oiH or li llY other uni versity . 

.... ~' ~ .. : .......... date ... J~J\1.\.vr...~ ......... . 
'amah a 

1 his research project has been submilled lor examination with my approval as the university supervisor 

rrr Signe 1...:-.. JJ .J:il!~ .. ~:.~ ....... clate .. ,~!. ~' .. [J.l.(.\1.~ ......... . I lr. 1 homas hllugu · 

em r L • ·turcr, ch wl ol 1\u in" . 

" 



DEDlC' ATION 

'I his proj · t i t ·ltl'.liLd hl m tknr husband and friend, Charl es who was very 
suppodiv · tlm U'h \111 111 -.,111 dil~S nnd to m1r two adorable sons Victor and Vincent. 



!•irsl l thauk the almi •tm ''d IM thl strvngth nnd. knowledge that has enabled me go 
tluou >h ih · •• lllllll. 

I' • 'Oil II I J' my Sl qH.: r vi sor M r·. Thomas Mutugu for hi s guidance throughout 
th ·tu I 

Fin til t m 11 1 colleagues for they support. 



TARLE OF CONTENTS 

PAGES 
l)ecl,\r£lli<lll ... .... ,,,, .................................. ................................................................................ LI 
I )edi,!utiou . .. ................................ ........ ...... : ....... ..................................................... Ill 

cl 11\IWI II\ 1\l .......................... .................................................................................. IV 
t\h .It I •( , , , ....................... ............................................................. XI 

( ' 11 \1- l'l:l 0 T .: I ~·1 RODUCTION .............................................................................. t 
1.1 B kground .............. ...................................................................................................... l 
l.l.ll11e oncept of Retail Marketing ................. ... .... ... .... .. ........... ... ................................ 2 
l.l . '"' he onccpl of Market Segmentation ......... .... .......................................................... .3 
l.l. ~ l1e oncept of Retail Banking .................................................................................. 1 
1._ "taten1ent of The Problem ............... ..... ......................................................................... 4 
1.3 Objectives of The Study ................................................................................................. 6 
1.4 Importance ofThc Study ................. .. ...... ....... ..... ... .............. ......................................... 7 

CHAPTER ' I \\'0: LITI~R TURI~ RE IE\ ................................................................. H 
_,} 'l he 'on epl of Strategy ................................................................................................ H 
2.2 ( ,tobal 'I rend in Banking .......................................................................... ... ............... I 0 
2. 1 ·aning f ark t • gtn nt ti n ............................................................................. \ I 2.3 I lmporwn 11rket ,\'eg111 ' Illat ion .................................................................. ! 

_,3- R 'Jllir '111 •nt. or I! •eli\' 1ll'k 'I. • •ment 1tio11 ............................................... ! \ 
. 3 IJ 1 h 11 'ari 1bl ' for.' ,{!m •ntin ' ('on um£'1' ~ ll'ket ............................................ ! 

( II 

I I 

II 

.....................................................•.................... 1 
!\ ................................................................................................................. . 

n u \ ............................................. . 



3.3 Data Collection ................................................ .. ...... ..... .............. ........... .. ...... .... ... ....... 23 
3.4 Data Analysis ............................................. .......... .. ... ... ....... ...... .... .. ..... .. ... .......... .. .... ... 24 

CII A PTI~H 11 U ~ A f t ANALYSI S ANI) FINDINGS ............... ........................... 25 
4.1 lrtlro luch )(l .............................. ......................... . ...... ...... . .. .. ....... .. .... ... .... ... .... ... ..... .. 25 
•1.' ( 'or11p Ill 

nlentation ........... ................ ......... .. ... .. .... ............. ....... .. .. ....... ... ... ...... .. .... ... 28 

' ll Pl l ll 'L: S MMARY, CONCLUSION ANDRE OMlVIbNDATION ..... 36 
: .l lnll du tion ..................................................... ... .......................................................... 36 
:._ ummar , Discussions And Conclusions ...... ... .. ................................................ · ........ .36 
:,, ~ Re~ommendations ................ .............................................. .................... ........ .............. 37 
5.4 Limitations OfThe Study .......................................... ................................................ . .38 

R :F ·RE rcE .................................................................................................................. 39 
APPE DIX: QUESTION AIR • ................................................................................... .42 



LlST OF TAflLES 

Table 4.1 Compan) ' n r hip ............ .. .... .... .. .................... .......... ............ .................. .. ... 26 

Table 4.2. !'inn 

'I Hhk 

'I ubi I I )f H rm:, Markd SL:grnentali oti .................. .. .................. ................. ... J I 

·r 1bl I. tent I o Which ·r he J1irms J lave Used DiJTcrenl Variable To Scgn1enl The 

l ulel .................... ...... ... .. .. .. ... ................................. .... ........................ ... ..... ................. .... 33 

1 ull . .6: egmentation Strategies ................................................................... .. .... .. .. .. .. .35 

" 



LlST OF FlGllRES 

Figure 4.1: Respon I ·nt I' ,:,dtiCin .......................... .............................................................. 26 

Fieure 4. : uml · 1 l•nlploy0t) ................. .................................................................. 27 

l•'it:lll ~' I . I : 

d hH kct Scgn1cnt .............................. ...................... .......... ..... .. ............... 30 

a ure Of 'J he Clients ................................................................................... .3 1 

l· igure .6: Extent rl o Which You Are Satisfied With The Current Segmentation 
\ uriables The Bank Is Using ............ ... .............................................................................. 34 

Figure 4.7: Steps In Market Segmentation ....................................................................... .34 



ABSTRACT 

'I his was a surve HI 1,f the SL'!' I1lL~I ltntinn strategies used by commercial banks in 
' Ill\ { .ti1':11inp the ·· tend which mmkct segmentation strategies are 

l:Jllplo ed b i ,1 IMnks and th (; h ·ndi ts or market segmentation. The objectives 
1>1' lh· to identi fy the dilll;rcnt segmentati on strategies adopted in the 

)I S by COtnllH.!I'CiHI I>Hilks, !'actors inf1UCllCill g the Use or those Stra tegies 
e the importatJCl.; of thl! app lied strategies. 

1 h 1 ea \.:her got information from the headquarters or all the commercial banks in 
bi thr ugh questionnaires distributed to heads or markding tkpartmcnl. Since this 

urvey study, presentations of lh t: findings were in form or pi c charts, tnbl es and 
g .1phs. 

From the findings, most commercial banks in Kenya employ market segmentation 
!;trate.:;,ies. In conclusion to remain compditive and pro!itable, most banl ·s have employed 
markt:t segmentation as a marketing !;trategy. 



1.1 Bad \gmuml 

' I Itt· cllviwnll\ nl II\ 

with dill 1 1H 

l'lltl 'llltll 

C llr\PTF.R ONE 

l l'UOI H lCTION 

lu h fin,mdnl :-;t: rvic ·~: Ol' l1<1 tli zalions operate is constantly changing 

c ctting inlluc.;nce in the organization. Organizati ons who 

environment and an~ aware of' what is happening are known to 
te ,j that fit bo1h the internal capability or the organiza tions and its 

Ut\ it 'lllll nl. J hn on and Scholes, 1999) propose that uncertainty increases wh n 
'II\ it~ nmcntal c nditions arc more complex and dynamic. 

\Ve are li\ ing in a service economy nationally, regionally and globa lly. 'l he service sector 
is gro\\ ing faster than the manufacturing ~;ector .It is a majo1 employer or citizens. ln 
. meri~a levels of employment in the service industry average 70%. 'J he growth of the 
servi e ~.c~tor is driven by various dynamics in the socil!ty including : increasing power 
ot the con umas, growth of computerisation, emergency of the information age, ageing 
p pulati )ns, changes in social and cuhural alues, pressure to mana ,e business 
inv tmcnt portlolio and so on. 

cu tom ar~ be mmg mo1 

ntinue t 

m · t th ir cu t< m r n~; 

n hn 

th tl 

th 
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1.1 .l The Concept of Rctnil1\larkl'tin~·. 
Retailing is the sale 1 g 10 L .md ~l n il'l'::> tn the ultitna1 c consumer for personal , family , 
or household u ., (' .Inti 1\ntt:lln, . 000), (Davidson ct all, 1984) defines retailing as 
tht: li11al patl of th m. tkt tin!' pHWl ss in which vmious !'unctions of the seller, usually a 
store or n • 1 1lli. hllllll t atld a buyer, :.111 individual consumer are primarily 
o1 i .,,l I Ill 1 "'I hshin' th exchan ge or economic goods and services for the process 
ol' p •t lll tl. I mul • or perso11al 11se. (I )avidson et all , l98LI) further observe that 

t that retailers will accompli sl1 three tasks that are required in nn 
n my as we see today these are: creating product and service assortment 

lh \t t n i ipate and fulfil consumers need:; aud wants, o iTcring products and services in 
quantitie mall enough for individual ami !'amily CO liSlltnplion, providing for ready 
e. dmnge of value through efficient handling ·or transactions, convenient hours and 
location. and providing information that is useful in making choices and competitive 
pnces. 

A firm that\ ants to achieve its market obj~,;ctives must design a markding program that 
\ illmak~ a strong and precise appeal to a selected group or consumers. (D,lvidson et all 
1984. (Kotkr. 1999) aflirms that retailing includes all activities, !'it;lling goods and 

rvi c dir · tty to the linal con umcr lor p ·r onal or non-bu ·inc s u e. l k l'urther adds 
that any organi'Zati m elling t the linal con lllncr whether a m:111ufallut ·r, whok~ah:r 01 
rettill'r is doing retailing. I I it I · n't matt r how the •ood:s und 
b • 1 · n, mail V"ndin' machine r int m t, 1r 

m ·. 'I hu r ·tail in • inv lv Ill< r • th Ill ell in' tun 'ibl · pr du t '~' ~ !lin' 1 

n '' n m tk tin' 

Ulll " 



promotion and distribution of goods nnd SL'rv iccs to create value that sati sfy individual 
and rganizatioti o )JeLl I t's t\ I uh'ting is thus a process which involves analysis, 
planning, implem nt Ill m .11\d l'1H1tml. (I ihcm nnd Wuruingi, 1998) have assessed the 
iinporlartl'e of m.uk •lin' in I 1'11 n h t\'l'ogui:t.ing its role in creating employment, 
itdwducing \ ll \1 II hl 1:; in tlw 111ark t, sponso ring or various local programmes and 
,;(1 ltlllh 

1.1. ' '" qlt 1 t ma rlwt sc~m cut at ion 
I h egmcntation conct:pt is wel l defined <111d has bce11 bund led by many 

and academicians. (Kot ler, 1997) stales that market segmentation is an 
im1 rtant c ncept in the marketing phi losophy and it's the essence or marketing concept 
it ~etr. 1 he marketing concept holds that the key to achieving organizational goals consists 
\. f l ning more effective than competitors in ii1legrating marketinl) activities towmdo.; 
determining and satisfying the need ami wants of the ttugd nwrket. tvlarkd 
segmentation refers to the process of dividing larg~..: heterogeneous mmlets into smalkr 
homogenous st;gmt;nts. Market segmentHtion recogni'fes that buyers diiT·r in their wants, 
purchasing p )\\'t..:r, geographical locations, buying attitudes and buying habits. (Bass and 
King, l J68 . 

'1 \ .. tr, kgy of market scgm ntation i d lin d as the devdopment nnd put uit ol' 
i en::nt m rketing pr ram by the S'ttllc firm ( r e ·ntiall · the sam· product but for 

dit cn.:nt . lllJ n nt of th"' •crall merkel, ib It un I w~uuin •i I l)l X) : l h u\ divi ion 
m, aket int 

thi 

nl in • 

ll 

ub-m rket ' hi ·h th 

h • •m nt n 

will 

m I ' • mt tn I 

ith \ I il I 

\l 



grant loans to borrowers who in r~tnrn p:1y int erest nnd fees. 

Banks are not the onl# hkh prtWHk a li n:1nciul service, building societies, fi rrns 
or m.:eountants an ln n \ nth'l s :llsn do so :II lllou 11\ the variety o !' scrv ices they o [fer is 
111on~ li111ited lh m m m 1 t :1nl s. 'llll'n: arc th ree main types of services provided by a 

ptovision ol"cJedit 

ing the provision of credi t 

hich may or may not involve the prov ision or credit. 

\\he 1 • lank lends customer moJJey it is providing a credit service. When it gives 
im "tment advice or sells a customer another country's hank not~.: it is quite clearly 
providing a non-credit service. Ilowever some ofthc service may not involve the granting 
of uedit. good example is when banks issue cheque books to their customers to enable 
th~m pay bilb. lf the customers account remains in credit there is no question or lending 
to the ~ustomer money and so no credit needs to he pro\'idcd. 

hank whi ·h bdicws that the way to increa~e its profitability is to discover the needs or 
it u tom ·rs and pro p ctivc customer and \\hich then set about satislyin, these nc ds 
a ff tid t ~ p siblc c 11 b~ aid to b· m~:u-1-cting ricnlc I .lK tln·th ' lolt ll)!\(>). )\ 
bank \ hi h year after year pr me nm •c o sc tvi c lih·ly to h · ks 

the likely han 1 ·in d nnn lot it ptodu~o:t , 
·id ·\\hat new pr du l mi •hl ·t thlut cr ·nin • a tlluk 

an 

lilt 

hi •in • r • mizni n· l 

tin , 

tl I. 

ti it i 

I lU tl II 



wants, purchasing power, geognphical lncntion, buying altitudes and buying habits. 
(Bass & King, 1968.). 1 \rket ,L'•'rnL'n tnt ion thus ·ntails the development and pursuit of 
di ITe rcnt marhting pr), .unnws h) thl s: tml~ f'irnt , for essentially the same product but 
!'or dil'l~rent comp n nt I th, o n: \11 nwrk~· L. .Many commercial banks in I'" enya are 
ctttl>tm:ill ~ 1111 '. ·t m tk till!' wltlll hy M~ ll ·rs di stingui sh the maj or market segments, 

ptm:nt~; <ll ld develop products and services and marketing 

·nt Ill ti n i ten the key to developing a sustainable competiti ve advantage based 
up 'll dil • renti tion, Jo cost or a focw; strategy .In the strategic context, segmentat ion 
me m · the identification of customer groups that respond differentl y thnn other groups to 
('\)ll1J titi\e trategi~s, Aaker, 1 976). Market segment consists or a group or customers 
\ ho hare a similar set or wants. A segmentation strakgy should couple the identified 
egment' \\ ith a program to deliver a competitive orrcring to those segments, thus 

devel ping of a successful segmentation strt1tegy requires the conceptuali'!a tinn, 
deyeJ pment and evaluation or a competitive o!Tering. Segment marl eting has several 
benefits: a company can create a more fine- tuni:d product or servic'c oiTcring and pricl! it 
appropriate! for the target segment. Also through segment mmkding a company can 
c:tsil) sekct the best distribution and communication channels and it will have a ckarer 
pi tut 1 it competitor that is colllJ anies g lin • afll:r th satne ptll lucts. (Philip Kotl r 
1 ( ). 

Ken) :111 r ·t il b nk h t, kt=n n in I i •idua 1 m r m uk tin . II 1 m 1 

ti 11 I ll I fCJ a! • " 



Today banks are competing no1 jns1 on J nntional nrcna, but increasingly at international 
and global level. With 42 bank. l'PL'r:l1in' in kcnyu, the financial services markets seems 
oversupplied and mar in t' 'r nun b:111ks :\1\' bein g depressed in a hi ghly competitive 
marh.:t plm.:e. Pro lit \ ilil "ill h~ <kt~~ tmin 'd by I lie extent to which organizntions 

ll to 'l om I ·at ' th • growing competitive forces. Among the 
<Hds ttH.!ctinp their broad goals at1d objectives is the adoption 

Hate 'Y· In this ~ tratcgy, banks arc trying to woe individual 
meet their expectation with an aim or retaining them through quality 

\'rvi, , m l tail bank charges. Studies in the banking sector by (Mazrui, 2003), (Kamanu, 
'UU I . ( lu • . 004) and (Ohaga, 2004) mainly focused on marketing strategies used by 
m·m·1 ~r~ h addrc customer service chall enges in banking in Kenya, the exlenl to 
\\hkh commercial banks in Kenya have adopted and implemented integrated marketing, 
th~ responses by commercial banks operating in Kenya to changes 1n the environment, n 
case of 1ational13ank of Kenya respectively. No known study to the researcher ha" b~cn 
done on market segmentation strategies adopted by commercials banks in K.enya 
towards retail banking, the researcher aims to close thl.: inrormation gap by s~eking 
responses to the following research questions; 

1. What segmentation strategies are u ed by commercial hanks in Kenya? 
11. \ hat 1~1ctors have inllw.:nced bank to incorporate ll\l\rket segmenwtion aspects in 

their marketing trategies? 

Ill. !Ia the ad pti n of th ·se strnt I· I to u I innhlc c Hllp titiv" 1 hunt 1 •c'. 

1.. ( ll)l:cthc ol tlu· Study 

I. 'I iillcr nt n rk t ·'Ill nt li n Ill th . 

inK n 
II 

I\\ I 

II 
ti 11 iJ 

l 11 I II 



1.4 Importance of the 'tud) 

It is anticipated that the tu 1) \\ ill bL' ()r hen ·tit to the !'oltowing group or pcopl~: 
l·irst, the study will\ · fl ·n ·111 t() tlw b:111k mnnn ''rs in implementing strategies that are 
tmget <.:d at winning an 1 r t lillill)' l l ' l :lil C\l stnnH .. :rs . 

. 'Ill Il l ttl ll 

lll lp tl u~ < ""tomer t111derstand the interventions banks have 
1 i< • { halh ll lb< s lliitt aiTecl them as clients. 

to the cx isti11 g hody or knowledge in the area of market 
n cs by tctail hanks us a resull ol' changing environmental conditions . 

It " ill 1l in 1 i future researchers to carry out further research in the same or related 
li ·!d. 



H.-\l~TER TWO 

LlTFR.-\ l'lllH~ lH~VlEW 

2.1 The c·onccpt of strun ') 

Ot1e oltlte cotll.:~.:.·pt , \\hi h h!l\l <ll llopl'd und is usd'ul to matwgcmcnl, is strategy. The 

itnpol'litttCt:; ol thi 

Sl' holltt 

11>!\ /) lltd IIlli\ 

bl en underscored by various leading management 

uch as (Potter: I<JXO), (AnsolT, 1987), and (I 1arvcy-Joncs 

crcnt <ttttllor~ have defined strategy in dil'l'erent ways . Some 

n ept bwadly to include both goals and means to achieve them, such 

handler, 1962), (Andrews, 1 'J7 I), (Chaffee, 1985). Others define strategy 

thHTP\ I b) in luding only the means to c.tchieve the goals e.g. (Anson·, 1 965), (I lorer 

atll.l: ·lh.th.ld. 1978). ( luck and Juach, 19B4). '1 he various definition') suggested that the 

author da\'e selective attention to aspect~; of strategy, which are all relevant to our 

under t<.1 'llling of the concept. (Drucker, 1954) was among the earliest authors to address 

the strakg; is:me. 

lie \'iC\\ed strategy as defining the business or a company. ( 'handler, 1 9G2) added to the 

view taken by (Drucker, 1954) and Jdined strategy as, "the dewrmination or the basic 

long-term goal and objectives of an entcrpri e and the adoption of courses of action and 

th · allo •ttion of r ourc · · necc ary for carr_ ing out the e goals". C hundh:r c.:otl ·idcrcd 

r tahli hing the puq () e oru company by pccil'yinn it::; long-term 

to m:hi ,\' · th · I •n lis 

th ·r the view of both I lru kcr HHI 

him ll te W ; th' patl Ill f llltj II o\~~ : ti\'~ ·, 

Ill) an • it 

r 



(Giuek and Juach, 1984) detine~i stnllt'\.!.~ tL'; ··a unified, comprehensive and integrated 
plan that relates the' trate 1 i" ~lth . nU~' l . of the firm to the chall enges or the environment 
and that is design c t ·n nt' th:1t tlw h:1:-;i · obj ectives or the enterpri se are achieved 
through proper ex· uti n ' tht orpnn i·1n tiot1". (CIIuck t111d .lunch, 1984) bring in the 
ad1bl ditttension thnt l1 \h i · n l onsis t l~ tllunil'y in g a11d integrative plnn for the whole 
I ll •Hllitttlhlll l i 1\ .\1\1 lO ptovidc !' Uid Uil CC Ulld direction [or the activities or the 

ld·a ot :;ttatcgy may be seen as an arnpliGcation ol'nn ea rli er view by 
(1\n 'lll . I a\ tratcey as, "1\w coJlll1lon thread" among organiza ti on acti vities. 

ml ua h. 1984) also view strategy us a company's response to the external 
t'm it 'llment gi en the resources the company possesses. (Chane, I 985) direct ly 
imr lu ed the element of stakeholder in her interpretati ve dcJinit ion of stra tegy. She 
\ ie\\t'U .~trateg: as an organizations attraction or ind ividuals in a social contract or a 
culle tion l)f co-operative agreements. Strategy here is seen as a guideli ne that helps 
enhance or elicit co-operation from til(~ various stakeholders ol the company. Such 

· coopl:ration is essential for achieving company success. 

(. tintzhcrg, 19X7) argued that we could not afford to rely on a single tklinilion ol' 
strategy de::;pite our tendency to want to do so. !It: proposed live ddinitiuns ol slrakgy. 
'I o him, su, kg) ould b~.:: seen as a plm, a ploy . a pattern a position tmd a pcr::;pecti c. 
A a phn, tnncgy spt:ci'iies con iou I intl'nd ·I com.c or action ot' a compan . '\he 
strnte 1y is I in ad\•nnc · of a ti lll and i d "V lop · I puq 1 ·full ·. A 1 piny. 

n a 1 • tt ·m em ·rgin in t str till t.:Cil I II 
· in b h viout . 

1\1(1 II\ 

tll lh 

mit i 1 

II tl 



a tettdency to emphasize anal. ti 'a\ n"PL'c ts o!' strategic tTtanagcment almost to the 
exclusion of behavi<.lltral '1\ I I 'litic.ll rll llWS. Some or the writers who have drawn our 
attcn1 ion to lhc lwh:t iournl nspccls or strategy are (Mumford and 
Pctti!~rew I t/5), K tl·r, l . )t titll l, I () 7~) and (Clil es, 1991 ). In recognizing these 
eo lllJ •kllt ntw \:nio tts vi, :ws 011 strategy, (!lax and Majlul', 1998) have 
.a 1 •.t,<:.:t · I 

1111 il'•in• 

\ ll '. 111 i i' lli 

prilltiti • . 

dl !tnitio ll ol strategy. To them, strategy is a coherent, 
pattl~tll ol dr.x: isiom; which determines and reveal s the 

e in terms or long-lctlll objccli ves, action progrnmmes and resource 
iew that strategy sel ects the business the organization is in or 

in an defines the kind of cc<momi c aiKI human organi zations th l! company is 

I 

ml 

l\ll 

1 he al 

to be in. This comprehensive defi niti on is use!'ul to the ex tent that it brings 
t~)g~ther the different dimensions of strategy that other authors had i(IL:nti lied. 

ln tlw study for corporate Strategy for Mex ican Banks, and Market contestability th~ory, 
tLazu and Wood. 1999) argue that bank competitive Strategy is uselul in pursuing growth 
l)pportunities. 1 hey see growth opportunity as being external to banks and me adapted by 
the most economic analysis. (Walter, 1997) maintain that the strall..:gie respnns · ut' 
I:Oll11l\ercial banks in Western Europe in light or changes in the •rowth opporlunit I 

originally fmm lhL: e ·ternal en iromn nt \min • the I 9XO ·was tu adopt two main • ·ner 1\ 
str 11egi or types of organi'lllti mal dc .• i 'llS. < lnc t of hank udo1ted the wid~: pread 

i\crsit • in their g ogmt hie pH \u t nmrl ·ct an I cu tom ·r •roup p rtl~lli . Anoth t ·t 
thcr [! u. d trat · · by p i.1lizin ' iu on ll til 1 th · ·. 

-·- ( . tuha l tll' IH I in han h un 

1 in lu in' l ut 

• h 

Ill 
ll 



in!luence of government wanes, ~t)mpeti t iw relationship in the financial sector and in the 
banking industry pitrticultrh \\ 11l lllllkr~1 0 ·onsidcrnblc change. Development in 
rcgul.ttion and supcrvi i n inl1lltlh l 1\w hi tnk in 1 indnstry via va ri ous channels. Pirstly, 
derctulaLion of the fin n i 1l, l ,(,, will lurt h ~..·r erode the obstacles that deny access to the 

I hl\.11\( i:tl produds. On the other hand , we see an increase in 
mil in 111 · an·u of' co nsumer protection. 

(Whit·. that tcchuologiutl dc~vc l opmcnts l'undamcntall y alter the cost 
1111. and distribution channels or banks, he goes l'urther to say that the 

d '\' I '!Ill ~nt in infonnation 'I echnology arc tbc most l'undamental force for change in the 
linan,·i I c~tor. 1 he gro ing importance or sustainable banking is a trend that cannot be 
d~nied. Bank are judged and selected in their visible social and envi ronm ·ntal 
re:ponsibility b customers as well as investors, (Bouma, 2001 ). All these driving !'orccs 
behind the structural changes in the global banking not only have un imkpendent ef!'ect 
on th~ structure of the market but also interact and can therefore rl.!inl'orce each other. 
'l h~s~.: factors have far reaching implications for the market structure; which encompasses 
l'catu1e like: concentration, capacity, competition, eniciency and prolitability, 
( •meneveld, 1999). 'I here will be in ten ified competition among banl·s nnd other new 
tinanl'ial intermediark . In order to :>HI. competitive und achi~..·ve •mtl am\ objecti •es, 
bank arlo! p ·ri dically rl.!-evaluating th ir strategi . 1 1 t ban ·trive towards aehi ·vin• 
an int" •rate I bankin • hu ine ' hich i 1 ·ration tll 'dlki~ nt (J>car ·, 200 I . (, ·nentlly 
I nk. nim t l n hiev • tr n' or ·~mi r Vt;ll\t" •rowth, im1 r \'l' c11 t me1 I 1 'th • inqrovc 
pr du ti •it renlize '1'0\\ h in r t:til mark t h 11 • m \ rp 1 It .. l mkin' m trkct 
I nrc 
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together to form a market segment i l' 11wi r buying behaviour is seen to be sufficien tl y 
hom<;gcneous and at the s. me titnL', diiT~t\'111 l'rnm those or other groups (M. Ba1 er 
1987 ). 

Marl Cl .'liglll ntntt II r. •• {! liH pt<H'l S~i or dividing large heterogeneous markets into 
.II I'I'(Oglli:t.cs that buyers diiTer in their wants, 

taphH:al lcH al 1ott ,buying altitudes and buying habits. (Bass and 
m · ny can not se1 ve all customers in a broad market, the customers are 

nidi erse in their buying rcquircmenls thus companies are identi !'ying the 
llt.llk ·t ~e~ment they can serve eiTecLivcly. Many companies are embracing target 
markding \\hereby sellers distinguish the major markets segments, target one or more or 
th~ ..:egments and de\'elop products and ~ervices and marketing progmms tailored to each 
egment. (Kotler, 1985.) 

1 h~re i:s no single way to segment the market, but according to (Koller, 2001) 
. egmt ntation should be measurable, ace ·ssible and substantial. Mmh!ting segmentation 
help a tirm to dc:sign an appropriate marketing mix and marketing program that will 
atisfy the target markets needs. 'I here ar · a number or variahks that can bl.! used to 
cgm~nt a mark i. <len rally, th ISC nriable can be gmuped into two hruad call.:gories; 

cu t m ·r charact ri tic and buying ituntions. 'I he traditional base · I 1r ~egm~ntntion 
ha\ • l ·n etas ·iticd a g graphic demographic, ps · hogwphil' , nd h ·haviout tl. 
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accounts for individuals "ho "ish lt) CL)nd\ll: l thGir business in a group such as self help women groups. 

2.3. 1 Importan ce ofm ~r/:; I ,, ••m•'lltatioll 

pntl~lll. or 

l'l·yn11l I . , 

11l'l'ds at the centre or the organi za tion 's decision 
m1 tition better inlonncd and educated consumers and changing 

1iv n tis~..: to the need !'or eJTeclivc segmentation, (Lancaster 
1 h 001\ ept of HIHI ket St~giiWillaliOll has become OllC of the dominant 

'lltK •pt · in th 1 mrketing literature and praclice. Segmentation provid t.:s guidelines !'or litnt· m rk ling strategy and resource allocation among rnarketcts of product s and 
. 'l\ k~ ', 

Lanca ter and Reynold, 2002) came up with three advantages of' target marketing: 
(i) 1 farketing opportunities and gaps that is, sectors of unfurlilkd demand 111 a 

market may be more accurately identified and targeted. 
(ii) Product and market appeals through the marketing mix can be more line-tuned to 

needs of potential customers. 
(iii) ·tarketing efforts can bl.! focussed on thl.! markd segments that o!'ll.:r thl.! gn.:all.!sl 

pot~ntial for the company to achi~ve it objl:ctivc. 

1an · m rketing th 

imp mant 1dvan 

11\l nt, ti l11 l\ H\C of th' 1\\ll t 

mmkct c •m ·ntnti n 1 imp 11ant in m d rn mmkctin , matk •tel wcath '1 m II ot l u • 
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A firm's capability is best m·1h:hed \\ ith ornups of customers who share similar needs 
through segmentation'. (Chri. tl'l ht'r .md t\ Lll' l onn Id s, 1995). Through segmental ion a 
firm gains competitiv · 

Mailntoo, I CJI6) 

i\ L1ny !inns prl'ler to capture bigger prices of fewer 
111 to1 n smnlkr share or every market. (Nariman amJ 

111 ntn1Hlll allows nwnagement to identi ry its best profit 
oppo1 1 tuli 1 i to ., ttHlll! d li Gi c11t a !local ion or company resources, (.1 ohnson, 

11 111 n 1 n 1 mcdy !ell a luw market share or a position in a low growth 
111 ul 1.,' • 'Ill nllll n redefines a market ::; uch that a marketer's market share may now be 
d11t11iu.mt m \ maller niche: alternatively certain segments or a low growth market may 
b' 'Ill\\ ing. \ inter, I 984). 

lark l egmentation helps small busint;ss owners to make very ct ucial dct:isions about 
'' h~n· to direct promotional campaigns and which segment of the market they wish to 
ptu·,u, or concentrate on, (Murphy, 199(,). Small businesses curve a niche from the mass 
market .A niche is a narrowly defined group ·elling a distinctive mix ol benelits. Niches 
are developed b_ dividing a segment into. ub segments, (Kotler, 1985). 

2.3.2 llequirement~ for effective mar/..et segmentation 
1ot all egmentatton chemc are userul and !hey all don't wmk fm all th~.: cnmpanie:;. A 

mple woull h ·a sugar company ividing its cu tomc1 by !·in colom,. but I in 
d linitcly n t r ·I· , nt to th • pm h 1 c 1f ugar. Accord in • to Kotkt, \l)l 5) to 

I it m tk ·t 

•m ntati 111 mu 11 tc f.wourably n fiv · ke , critct i 1: 

h ul n id·ntifi\1·. h· 

lllU t l 
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the returns. Thirdly the s oment shou ld hL' ac · 'ss ible. The segment s should be easy to 
access and effectively 1 'd ·h l h'l be- SL'l' \ ,•d. ivli1rk ·ters must be able to reach the market 
segments ami s~..:rve th m · \'lh'mk.lll\. At't'<'ss ihility is in terms of products and service 
distribution and prom l'l ws' lll ' HilS tllal llle compnny is able to easily 
.'CIVl' tl1 :e~·rn ·nt r 1h 11 <h 111.111d Til ' closer the target segments are, the easier it 

lh 1\\ 

1 ul 1 nt must he dirleren tia ble. The segments tnust be conceptually 
• nd respond differently to di!Terenl marketing mi x elements and 

1 n) ·wm . T· r e.·ample if a young adull and teenager respond similarly to a sale of a bank 
n~.:i:.'L1Hlll then they don't constitute separate segments. Las tl y market segments should be 
'Kti<)nabk. A egmcnt should be ab le to react lo the mmkeling variables Developed 
dTecti\·e programs can be formulated fot attracting and s~..: r vi n g segments. 

2.3.3 Bash.'wzriables f or s·egmenting comumer nwrlcet\· 
Two broad groups ot variable are used w segment consumer markets .Some researchers 
try to form segments by looking at descriptive charactt..:ristics that is geographical, 
demo raphic and psychographic. '1 h ·y then c:amine whether these t.:ttslomer sc 'lllents 
e.·hihit dit'ferent needs or product and servicl.!s response. l·or c.-ample thl.!y mi ,ht 
exanunc thl.! di lerent attinH.h.::-. oi'J roc ionab blue colour and other 1roups towatds uy 
minimal hank charg ·~ in 1 b·mk 1 try to l{mn e 'Ill nt 
by I okin 1 at b h, vi m lll tllll r n.: 1 Ill e tu b nefit ~ u · 

an l hran ( n e 
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variable marketers ask questi ns su ·h tis; \ hi ·h 1vO •raphical areas contain our most , 
valuable customers? Ho\\ d, 11. h.n L' \Vl' nln.·ndy penetrated these segments? Which 
distribution channels an 1 r H11 titm,ll nwdin work best in reaching our target clusters in 
each area? 

(ii) Il l' IIIII ~· •phi • , ~!IH utnfi< n 

11 ntntion, the mnrh:t is divi ded into groups on the basis of variables 
li e cy Je, gender, 1ncoJnc, occupation, ed uca ti on, religion, race, 

dL'Illll 11.1phi • 'ariables o distinguish cu•;tomcr groups. One reason is that co nsumer 
need·. ''• nt . u age rates products and brand preferences are often H'>sm.:ia ted with 
demt)gral hi yariables. Another reason is that demographic variables an~ easier to 
measur~ Kotler (2002) illustrates how c:ertain demographic variables have been used to 
·~gment markets: 

hrst is age and life cycle stage---consumer wants and abilities change with age .Banks 
o ft.:r products and ser ices to target children, young adults, old aged and olhl.!r 
consumer'>. econdly is the life stage. Persons in the same part of' lil'c cycle can diiTer in 
their life st. ge. Life . tagc dclinl.! a pu on' major conc~:rn, such a~ going thmugh a 
divorc · taking can.: of an older parent cohabitin ', buying a new home nnd o on. 'I h~: e 
life tage pre nt l)pp rtunitie or m r et t who c m help p OJ II.! OJ with tlH:ir m·tjor 

• ·nd ·r i an llllJ rt mt at i 1bl • in d ·m •mJhi· 1111 nt lil 11. 1 n nnd lll'll\'lli 
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year or in terms of \\'ell-defined temporal nspL'Cts of a consumer's life. Bnyers can be 
distinguishtd according to o~C!l ll)n:> \\hen 1hL'Y tkvdop a need, purchase a product, or 
use a product. Buyer~ ·. n .11:-.l\ hl t'i:lssi tkd nccording to the benefits they seck 
ReseanJH.:rs idcntifted ft, iii 'lllll lwnl'!its Sl'P ill ·nts, 
(i) l{oad ww tio1s p1 '1\\IUil\ 1ft (hills nne! qun lity s0rvi cc ( 16%) 
(ii) < ll'llt:ltllion I 11 I. I.\ 1 'i 1 vil~l.: ,1;1:;1 !(>od (271X>) 

n cnicnce (2 1 %) 

price (20101) 

U ·er tatu i a beha ioural variable used to segment consumer markets. Markets can be 
:enment d into non users, ex-users, potential users, first time users t~nd r0gulur users or 
the prlh.luct. larket share leaders tend l<1 focus on attracting potential users because they 

. have he mo~t gain. Smaller firms f(Jeus on trying to attract current users awny !'rom the 
markt·t leader. 

U::;ag rate is also u~ed to group buyer into light, medium, and hl'avy product users. 
I h:av. u er: arc often a slllall pen.:t.:ntage of the n.Hlrket but account l'or a high p Tcentage 
of the total con um1 tion. A 1 otentiul pr blcm i that they are e · tr~ntely loyal to onL' 
bran I orne ~.:r stay loyal t 1 u bmnd un I are alway 1 10kin' I(H· th • lo\\e t pric . Lo nlt · 
statu n ·cgmentati 111 vmiahle iivid • buyer into four •rotq n cor lin • tu htand 
lo) nit ' tatu : 

• tli t ---- n mn r "h bu nly n · b1nn I tilth tin 

r thr hran I 
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2.4 The Market Segmentation PnH'l'SS 

According to (Kotler, 2001 th ·r i: n tht\. L' proccdm~ lor identifyi tt g market segments. 
These Hre tlte survey. mg., .111.11 . i. st.1•1<' nnd li tl<1lly the profi ling stage. Malcolm and 
(McDonald, 2001) h l\ it 'llli~ltll tilt S.lllll' ll lllllh ' I" or stages. (!\gar, 1999) on the other 
hHtHI :ugge.: · ·'I 1)1<1:1< h fnt Sl' llll ~ntitl g the rnarkct. First the business 
propt n'llll; Ita nd tlw :;ott or IK'o ple buying their goods and services at the 
tl l!ltll nt , '•cco;;ts 11w1 nu hcr tha11 start with the whole market and try to 
·r ·.•m·nt it th n target partictdar groups, 13anks should star l with the current 
~·u ·(lltll 1 • l • any other groups oJ customers it is trying to sell to. 

'I h~: tir t tage i the survey stage according lo (Kotl er, 2001 ). 'I he researcher conducts 
expltH<llUr_ intcrvie\ s and focus groups to gain insight into co t1 sumcr moti va tions, 
attitud~~ and behaviour. 1 hen the researcher prepares a questionnai re and co llects da tu on 
attributes and their importance ratings; hrand awareness and brand ratings; prodm:t
usag~ patterns; attitudes towards the produ<.:l category; and demographics, geographic ol' 

· the respondents. 

According to kDtmnld, this survey stag1! involv~.:s: Who buys, r~cordin • infotmation by 
the dccisinn maker in lt..!rms of who the) an; !hut i cu tomer prolilin •. miables uch 
a dem graphks and p wting vari hie , ituatiotnl f'actlH , p ·r ona\ ch IIHcteri tics, 
pur ha t: approlch, pur ha ing un ti n rganiz.ution arc Ill con id t~d in id 'tllif' ·in • th<: 
•ariou P • ear hct th n o ah "td ·m I lmt t tin t h · curH: nt 
• 'Ill 'Ill ti H1 hy) 
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who buys what and why. ll inYol ~s, .mon ) oth~r things: Who buys what researchers 
build a customer 'model' of th' m.nl,1'l h:ISl'tl nn th ·ir diiT~rcnt combinations o[ key 
di scriminating ntctors KDFs u. hmwr' _. In' ldh)Wn to put together, or derived [rom the 
randc,tn sample itt are \f h 1 r 1j ll c:111 lw ll Sl'd to construct the Preliminary Segment. 

. mph') is ~ nlbl tni ·ro-scglllcnt. EL1ch micro-segment is 

11 d to 1clkct the va lue or volume they represent in the mmkel. 
f h customers b11y is also addressed. As customers only seek out 
key because of the bcndi t(s) these features are seen to orrer then! , 

th, b ·w·lit \eli ered by each KDI• sbnu ld be li sted. For some customers it is only by 
~:~'llll ining ~ nain KDI·s that they attain the bcnclit(s) they seck. For thoroughness 
b 'tll.:lit can\ e looked at from the persptctive of each preliminary segment. 

On, the ritical Purchase Influences (CPls) for the market have bl!en developed th~se 
bend its per:spective of each preliminary Segment. Di"itributing l 00 points between the 
l'Pls 1sse:-;s their relative importance to eat:h micro-segment. 

' l he last stage i. the profiling tage .Each cluster is prolikd in krms or di tingui ·hing 
d mo n11 hie·. bach .cgmenl is giv ·n a name ba ed on it· dominant ch·m1 ·11.:ri tic. 

J\ < r lin' w 1 D nat I, thi ta , ... inv tve n~1in' .egmcnt . Sc 'lll ·nt ar linmc<l in 
· lit. t a n; i attri utt::d t 1ll the ritical Ptm:h 1 c lnflu ·nc (( Pis lor 

th imil rit an th n l . ' I h · 
n . t m nt ith imil I 1 lllit ·m ·nt ll rm 
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shou ld also remember that not all ·n~tomer:\ hnve the same needs, Successful market 
segmentation focuses on ·u T Hn r 111.xds, but this isn' t easy, lastly once a market is 
scgnJcnted, select a cgm n .mI. ·n 11, dl) th)t str:,ddle segments and sit between them. 

Fo1 tlt l: ptlt po .c of tt 1 lltl , i jop1ion o! Me Donald 's presentation was itnporlunt as it is 
h nl t1 l .In lool·ing at the segmentation process, it is important to 
m ntati< n nppmadtcs. Segmentation approaches typically fall into 

, : a priority approac!H.:s or post hoc approaches (Wi nd , 1978). A 
n ists of analytical methods where management decides on basis or 

·~o· 'Ill ·nt Hion pri r to data collectioJt and analysis. 1\. good exa mple is when.:, 
m~m.lgement ma_ de ide to segment the market based on product purchase rate, customer 
ln) all). cust mer t:pes, or other characteristics .. Once the segments arc f'ormcd, data 1s 
collected to profile the segments according to demographics or other customer 
chara ·teristics. ·fanagement can then evaluate the size and characteristics of the segment 
to determine their potential value for the development or marketing strategies. 

Post hoc approaches consist of analytical methods \'.:here mana •enh.:nt identilies relevant 
segnH:ntation variables such as customer hene!its, needs or attitudes. Statistical methods 
like tegn . .:s inn and clusta analysis are thc;n u ~d to form and prolik the.: nuulet 
~ ·gnwnt . Po~t h apptWH.:he are t •pically more ophisticat ·I than a priorit · 

lu1. h th u of rei, tiv ·ly · mpl · · t ti ti nl mctho Is. Bunk that identif • 
anal z market s"gmc..:nt c Ill u c both pri rit ' an I p, t c •mentation 

ut Iii kr nt m u kl't 
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competitive advantage has also been t' ::lmint'd in this chapter. It has emerged that market 

segmentation leads to c6st kal·r l11p ll)Sttion und diiT'rentiation opportunities, it also 

helps the banks to cvaluat m 1rh·1 h1 ll::-; l~ h:1s l'l11l'r 1cd clearly that market segmentation 

lwlp · i11 

.1 it iltl'll':ISl~S profitability, leads to better resources 

~ ll'if•lllll'l' lwlter by choosing a market segment and 

t\ l~tll ·t ··'Ill 'Ill t1 n an be unde11aken in varw us levels which nrc segm ·nts niche 
' ' 

ual marketing. 'f he criteria f'or choosing a market segment arc that it 

ntitiable, acce<;sible, mea~urable, actionable, and suhstnntiul. The 111arket 

s ·gm~nt,Hil n 1 ro e begins with surveying t!Je market mainly through research then 

anal) ·i and finally the profiling stage, which involves known characteristics. The 

ClHmnonly u. ed segmentation variables for consumer markets are demographic (industry, 

company size, location), geographic, vm iables, behavioural variables, and psychographic 

v, riables. tarket segmentation may also be in existence in a giwn firm but the 

terrninolog) used is different from the one documented. Also or importance is that llHirket 

segmentation alone cannot be taken singlt: handed as the only strategy for the success or 
the linn. It must be u cd in combination ' ith other strnte •ies I(H· prolitability and 

l' 'Ollotnll: of' cale. 
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11\11 <1 .11 ddl'rm in i ng market segmentation strategies 

nya, f\c,:ordi ll g to (Cooper, J 996), a descriptive study 

ho, what, where and how or a phenomenon which is the 

jo ge, 2003 ), (M .tzrui, 2003) and (Kamanu, 200t1 ), have used 

tk Tritli' · ·tu I in rel. ted tudies. 

3.2 The Population 

Th~ population of interest m this study was all the commercial banks in Kenya . 

. \ ccording to the Central Bank of Kenya report as at I t July 2006, there are 42 

commer~ial bank~ in Kenya .A survey study was conducted of the population. 

3.3 Data ollection 

Primary data \\aS col h.: etc ustn' ~emi-struetur ·I qucstionnuir~. (Sel: Hp[ endi: 2). 'I hc 

que ti nn, ire \'\l.!n: di trilutc I n the re 1 • ti~·c lnn ~ hcadqtmrtt:rs in Nairobi and 

ollc t :llm r. 1 t ol there p >11 lent ' rc he td oCmmk ting d 'JHIIIIIl"lll or ·quivaknt 

Ill e 1 ·h l .mk Ill tionn ire ' hich \ l:l'c lat 1 lll ct d by th~.: 

qu tiomMir hn I th cl d and 
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3.4 Data Analysis 

Descriptive statistics was 'b · u 'i t) .m.ll~. l' tlw dnta . Dnta on section one wns analyzed 

using frequ encies and p ·rc 'nt!t • • • Lllll)l\ 1\\o wns also analyzed using frequencies and 

ti n ' hill Sl'l'li\)1\ ~hr ·c wi ll analyzed using mean score 

tabulatious Hlld Ltllldtu l llll 1\ Otilj lll ol' till' datu nnalysis has been presented in pie 

ch111 w, tnhk · lttld •t 11 h 



4.1 Introduction 

both tltv p1 i111111 

!ltv ohlll'liv 

sq~"' ·ut11tiP11 

( '0) ll' '{1\111. 

CHAPTER FOllR 

DAT A , L SL :\Nll FlNl)lNGS 

n I hn Hnp~. tll till~ study based on the interpretation of' 

j,,t' olh cll'd hy the researclwr. The lindings foc\.IS on 

hi h wt're empirica l inves tigation of the market 

mmcrcial banks i11 Kenya. The researcher received twenty 

a t tal of twenty live (25) questionnaires distributed, which 

r •pr · ~ 11 1 ·d m ·i ht percentage (80%) response rate. This enables a meaningl\tl data 

unaly~is 'l hi ~ lh pter analysis the data collected from the respondents interprets and 

pr~ ·~nt: the fin ing in form of tables, graphs charts, percentages and frequencies where 

applicable . 

.t.2 on pan) profile 

The respondent who gave the feedback from various banks were all located within the 

airohi. I·igure 4.1 below shows the percentages of the respondents' in regard to J)llSition 

. hdd by the respondent within the company. From the figure 60% or response came rrom 
thl! hu ines d ·\'clopment manager, 20% \ erl! li·om marketing managers while only 5% 

w ·r got tr m Bank krks. 'I hi indicated that th · Bu inl! ·s 1ana 'crs wer · the mostly 

m l\'cd in th lc\'clopm nt markcl e 'Ill ·ntati lll sllutcgie . 



Figure 4.1: Respondent Position 
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The flnding from Table 4.1 indicated that (50 %) of the banks were owned j intly by 

b th a local and foreign in estor, while45% of the banks w re l cally owned with only 

5% of the bank studied being foreign. This reveal that maj rity of the bank were jointly 

owned. 
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Numbers of Employee 

The findings on figure 4.2 indi at d th t 57° o) ) f th ' respondents said that theirs bank 

had employee in the rang 2001-"' • - o) indi -nt 'd that their employee were in the 

range of 1001 -2000 whil th t ·:-t it li . h. l th w re less than 1000. The results 

revealed that the majotit ' f t t . nk. mplo l: int ' rviewed had employee exceeding 

2000. 

1 .. ~ a~urc . umh • ,r ~mplo 

rrt>er of Bank Errployee 

0 <1000 • 1001 -2000 

057% .29% 0 2001 -3000 

Firm thit) 

to tht.: finding illu tratcd in t bh.: 4.-. 11 the banks (100 "~) \ cr · in-.:ol cd in 

• 111 Hlt.: transfcr, pa) mt.:nt facilit tion. cr dit h.:ndin •, hi! a . malk:r (30%) 

furtht.:r (_ Yo) \ t.:r in oh t.:d in \ tht.:r finan ial 

It: tri it) billin d m lhil lop U! • I pill.: Ill ) l or the 

II >f th~.: lank 
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Table 4.2. Firms Activity 

Activity 

Savings, Money Transfer, Pa) m nb _Q 

Facilitation, Credit Lendin 

Financial Con~ultan I () 

Othcts it ·1 

20 

, 'ourc ·: R · \ 'tlf' ·II 

4.3 larket e mentation 

(%) Percentage Rating 

100 

30 

20 

100 

The Jigure 4."" illustrates that (90%) of the banks use consumer egmentation to segment 

their mark.et hile only a small fraction (1 0%) does not use consumer ·egmentation. This 

fmding indi ate the importance the banks value theirs cu tomers in developing market 

'egmen~ for their products. 

Figure 4.3: Con umer egmentation 

llt 

Consumer Segmentaion 

.10% 

YES •No 



Bcnelfits of market Segmentation 
Table below indicates that 90% )r th~ b~ml..s L'lmsidcr products and services fine turned to 
customer needs to be of high b n ·tit ll' tilL h.mk \.'l)tnp:mxl to others. 70% consider such 

ptllll tnhility to the b:1nk . 40% consider market 
segn H:nt~: e!'l<>1ls focu ·I ' with hq~h return s to be o!' relative importance 
while \O'X, co11 id 1 • •m nt \ll n to h~ ol hi •her co tnpetilive advanlnge and identity and 

aliill l mml·ct <I« matld. These research lindings illustrate that 

pwdm·t 

11\ ill "d n. 

tUIIOtcd 10 cu~tomer requirement is a major factor in regard to 
nsequently, the ~uccess !'ul market segmentation on co nsurncr 

Tahl~.: 4.3: B •ncfit of market Segmentation 

larkct 'cgmentation Benefits Frequency 

Product and 'er\'ice~ fine tuned to customer needs 18 

I Iigher competiti\'e ad antage G 
Increased profitability 14 
Identify, nd apprais" un ultilled market and demand 6 

m nb "ith high r ·turn~ H 

.~·our ·,•: R • · 1r ·h 1 > 111 

( ,u d 1:td• •t .' •IIH nt 

the b mk 

(%) Percentage 

Rating 

~0 

30 

70 

() 

10 

to l 

1\ c th 

I l 



Figure 4.4: Good Market Segment 
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Figure 4.5 b lo\ · indicates that 26% of the bank's client were indi idual ·crvers, 25% 
\\ r mall busine with le s than 30 employee with 23% being corp rat licnt ·. While 
16% and 10% of the banks client' being in titution and oth r 
re p cti 1 . This finding indi at a r lati el balan d lient ase, me 1ing a rdati ely 
through ut mar~ t St;gJ11 ntati n t.;ll d plt;d b ffi t f ll1t; bank ' t n:a ·h 
to difTen::ntle b f lientt.:k. Thi finding indi ale that m t ank 

indi ·id l sa' t:r., mall bu. in . s nd orp >r· tc bu in·. . 



Figure 4.5: Nature of the Clients 

a ure of Clients 

10Yo 
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uun: •: Re · 'arc:h Daca 

Benefits of firm market Segmentation 

Cl Corporate 

• Small Business (>30 
Employees) 

0 Individual Savers 

0 Institutions 

• Others(NGO, Sacco) 

Table 4.5 indicate that a high rating of 90% indicated that they have gained competitive 

edge b} merely egmenting their market. 80% rating indicated that U1ey have had 

increased profit and gained costumer satisfaction, which is much in c nsistent of the 

earlier finding in this re earch. 70% rating considered cu tomer retenti n t b of enefit 

as a r sult of market gmentation whil a le r 10% rating indicate that there w better 

allo ation of re urce . 

bl ~.4: Benefit m otati n 

lit 16 

7 

1 



Extent to which the firms have u etl difft>rent variable to segment the market 
Table: 4.11 below illusmtte the . 1c.m C thL' rL':-lpOnlknts ' rnting as to the extent various 
variables used to s~gmcnt th · m.u l,L • I\) ill n:-;t nit ' this, the resea rchcr coded the 
respon"ies with '·Very (lr ,\t r I· t nt'' l'ivcn tlh vn lUl' liv • (5.0), "Cl reat l ~x tcnt" given the 
vnlue li lltl ' ('1.0}, "Mod 1 1t i til lht~ valu~.: thrl!' (l.O) , " \Small Extent" given the 

iv<:ttl he vnlue o11e (1.0). 

ncfit, WCI'> found to he most orten variable used to segment 

tht 
11

1
11

!-: ll, , 'l grea ere:tenl as its mean moves <.:loser to live (5.0). Income, age and 
till..· L' ·I . g ·n ler, si n, generation and user status were l'ou11d to be variables used to 
segm ·nt the market to a great extent as their means draw closer to !'our (4.0) . Variables 
·uch 'L' ·ocial cia.::;. user rate were con~;idered to be used to a modl~ rate extent, as their 
mean dnm do ·er to three (3.0). Psychographies and geographical wl!re !ound to be 

· variable u ed to :smaller exttnt as their mean draws closer to two (2.0). 'I hi s illustrates the 
high value they place on benefits when doing segmentation in the market place. '!he 
st<.md(lrd de' iation (SD) indicates that all the respondents tenckd to agree with respect to 

their ·esptmse::. as SO wa close to one (1.0). 



Table. 4.5: Extent to which the firm luwe used different variable to segment the 

market 

VariHbles 

Demographic 

!\ !',(.; 1111d Lt 11.~ C cl 

( il:11d 'I 

lnt'(llll~' 

lll..'tll' . tli\111 

l ') chogr.tphlL 

lleh:n ioural 

Occa~;ion 

Benefits 

ser ')tatus 

User ·ate 

eographical 

Source: l?t>.H'w·ch Daw 

Mean SD 

4.0 l.2 

3.7 l.l 

4.0 1.3 

3.8 1.1 

3.3 1.2 

2.2 1.1 

3.7 1.2 

4.9 1.3 

3.5 1.2 

3A 1.4 

2.2 1.3 

L tent to" hich our un· ati. lied' ith the current cgmcntation va 1·iahlc, the hank 

i ll iiiH 

tli lie i hy the \' ti.tbk used h; 

ry t\islic I \ hilc _lV% 

lli n that th 1 

u Ill Ill ti 1\ ll th ll •ht n l 
ti 



Figure 4.6: Extent to which ou ar atisfi cl with the current segmentation 

variables the bank is using 
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ource: Re earch Data 
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ccording to figure 4.7 roo t of the banks (99%) adopted a survey as the first step in 

marl-.et gmentation. "bile (90%) of the banks mo ed t the next step of analy is with 

goo,
0 

mo\ ing to the fmal level of profiling. Thi indic t the importance that the bank . 

pla e \\h n doin !>egmentation. It' clear that maj rit of th banks undergo all the ·tep . 

to h , a \ 11 gment d m k t " hi h will m t their e pcctations. 
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Figure 4.6: Extent to ·hi h ou arc satisfied with the current segmentation 

variables the bank · g 

• 0% Level of satisfaction 
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ource: Re earch Data 

Step~ in market Segmentation 
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Ac ording to figure 4.7 most of the banks (99%) adopted a sur ey as the fir 'l step in 

market egmentation, while (90%) of th banks m ved to the next 'lcp of analy ·is with 

80% mo ing to the fmal le 1 of profiling. This indicate the importance that the ban~s 

pia \ hen doing gm ntation. It's lear that maj rit) of the bank · undergo all the tep · 

t h \ e a well gment d market which v ill meet their e · pc ·tat ion . 
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Segmentation trategie 

Accurding to table 4.7 .\l )\t, (9V'o) rnti11g indicated that they provide what their 
customers want "hil . ,'0'' ll) rn ttnp 111dic:~tcd tlwt they often survey their customer 
11ecds. (51% 1 tin 1 iulil .t1ul th:tt tll~.~y usually target a particular market, serve their 

. clicut · giv ., '. nlllll'S. ;til lJOI Ijl "l served are difCcrenl and large enough segments 

ksse1 (27<!{,) rating indica ted that they analyse their 
rli nt. (\t II nt look lot then1 i11 need ol' their serv ices. This findin g clearly illustrates 

pt l\ lit. 

gmentation of 1he llltll kl:l is being do11e customer needs and wa nts arc given 

r ther things. 

Tahle. 4.6:, cgmentation strategies 

We analyse our potential clients 

We often ;,urvey the needs of our customers 

We produce what our customers want 

We u..,ually target a particular market 

We a~;sume our customers will like our pr1.1duet 

F1·cqucncy 

2 

6 

7 

·I 

3 
btch target group i. proliled according to its distinguishing 3 

hara tt;ri tic 

( ur ·li nt lo k ft r u wh n in need four. rvt e 

,~rv our client cf c tively •i ·n ur 1 • out e~ 

, rc c llll atill with ur bj tiv 

,,, 

Percentage 

Rating(%) 

27 

80 

93 

53 

27 

5 
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llt\l)TRR FlVE 

SUM 1\1 Y, 01 LllSION AND RECOMMENDATION 

5.1 Introduction 

Tt.1s tesewch l a1 

, ('!!Ill ·~tllltion 

s ll'l\ll' )i ·s, rnctors adopted and the importance or 
11\ I 11 a. 1\asul on the research findings outlined earlier in this 

m .m<t the litemtun.: reviewed in Chapter Two, this chapter outlines 

11 as the resemcher's recommendations with respect to the 

·,'Ill tH \ll n t .,tcgics adopted by commercial banks in Kenya . 

.;; , 'ummar . Oi cussions Hnd Conclusions .... - ,.; 

I h~ - ·gmentation of the market call for unique attribute customer to be looked upon to 

remain competiti e and relevant in an already vo latil e market. According to Porter 

ll9~0 . a differentiation strategy calls for the development or a product or servic, that 

offer~ unique attributes that are valued by customers and that customers perceive that 

product to be better than or different from the products or the competition. 

A~cording to the research findings (in Chapter l· our), all the banks surveyed have 

adoptt!d a customer 01 iented approach to 1 emain rekvant and competiti v~:. 'I hey are 

k~l:ner < 11 iSSll~~ directly touching 011 cJi~nt JH.:I!dS. lost of the banks me keen \O follow 

th lit erent st ge of market cgmcntntiou and thi has h · ·n greatly appr ·ciatcd h' the 

, th y fe 1 . upp 1rliv"' < f the lep ndoptc I. htclots ot' hanks in ·om and ·u ·tum., 

centre tngc' h n egm ntati< n i l in l don . 'I hi I "trly indit tl' th t\ 

fit riented th ' hav 

titi n bctt r Ill nn n m I 

im 

lUll\ I Ill\ h 



On the other hand the st' rnwntat ion strntcgy is effective in a highly cornpetitive 
environment as'ev·r b:mk is k:1l in • with nll level s or cli ents as is illustrated by the 
findings in ( hapter l 111. \'nsupwntl y, th ' rcscnrch lindings have guided the researcher 
to tit~.; con lusi n thnt q•nwntnti l)l\ :111d !'actors considered has consistently been 

t t ll ll l ~·1iv~: in th • Sl' '111 ' Illation strategy by the commercial banks 

nc1udcd that 111 os l co111mcrcial banks in Kenya have dt:vclopcd a 
n plan that incorporates the differentiation strategy and has been developed 

\'ll \ient' priority. In addition, the co untries economy as well as the tcchnologicn l 
.l h am.::ements rith in the banking industry has been round to be critical to the success or 
the ~ ·gmt:ntation strategy adopted by com murcial banks in Kenya. 'onsequcntly, 
commercial banks in Kenya have stri ved to main ta in profess ionalism and involvement or 
staff\ •hen developing segmentation stratl:gics. 

5.3 Recommendations 

1 he rt·search findings and conclusions illuslralcd in this paper led to tht: l'ollnwing 
rccommt.!ndations by the rc earcher with n::spt:ct to the s~.:gmentatinn strakgi~.:s by 
comnll:rcial banks in Kenya. 

Ht t ·i n call the han · are 'I !opting egm 'lll 'ttion sll,\te •ics w n:1111in ~..:ompctitivc in th · 
hi •hly · mp titive 'enyan mm ·rein\ hm1k ~ec tor till· b mk shoull on ·id r 

•mcntati n h' mal m) m lcpth the u tom r rc tuin:mcnt hy • in • th ull 
m. 1 k t I· r c · unpl ., a bank ma • to h v n u t Ill\ 1 
1 r filit ' ith th th · 

mk h ' ' uni JUc 1 r du ifi 
Ill! ht t k (' h •m ·nt md h 

f1ttll . 

n 1 m 

\11 1\ Ill 



5.4 Limitation of the ·tudy 

There were s vcral limit,Hit,n:> th~.- r~.·s~mchcr cncmmtcred in the study; first there were 
constrainls in form f 1 • tHtrl't s llh)t\' sp~ci lieally time. 1 ime as a constraint was 
expeJicuce l on th · 1 .111 t'l llw H'spotHknts who nrtc very busy bank managers and so it 
took .:om' lim 'tl hold ol th 'Ill. Secondly there was the availability ol' the 

'Ill 11\ 

' ., h:tt<1 to !'Cl. Th ·y were always in long day meetings and these 
rk hour':o;medings with them. 

olle ted may not he a lull representative of the entire network or banks 
the banks have their beadquitrlers outside of Nairobi. 
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\PPEN DL ' 2- QllESTIONNAIRE 

ll'll' wtll h(.' \ISL' d For acadcrnic purpose nnd will be treated with 
maxirr1unr confi l·nti 11i1 . 

P I' I' 1 

\ l 

I) N m fthe organi;ation 

ear of e tablishmcnt 

P ~ition of the respondent --- ---------
4) I .ocation of the institution --- -

· 5) \ ho owns the company (Please ti el ~ where appropriate) 

Foreign investors 0 
Local investors 0 
Joint (foreign and local) 0 

(indicate positi on) 

6) ( 'urn!111 1o of bnployees: ------·-----------------
7 I In you have a marketing department 

v D D 
8 \ 'hnt ·tivit ( ) i • ur fi11n imliVt' I in tick th •PI r 1pti tte) 

a ' tn • 

h 

P l)lll nt 



Which of the above do) lHI ' l1nsidcr <IS your core business? ________ _ 

PART 13 

Mark..:t st:gment u n i tlk pto~ ~·ss ()r dividing a heterogeneous market into segments 

whiciJ Hit' t !·uti I,, I l<ll 1ht~ pttl pose or dcsigni tl g a product, pricing it appropriate ly 

p1ot 111lin 1 11t h llthutinp it so :ts to JlJ C(; tt!Je needs ol' the consumers in the segments 

Jilt I lh lh firm. 

our firm use consum~;r segmentation as a marketing strategy 

Ye D No [_\ 
I r th~ anS\ 'Cr is yes, go to section 1 if llO go to section II 

SF T!Otl I 

l 0) he following are henefits of market segmentation. 'I ick the ones that applies to your 

firm 

I. Pto lucts and servic~s line tuned to customers needs. 0 
2. higher competitive advanta 'C 0 
3. in rea cd prolitability 0 

i I ·ntify an I ·tppmi e unfulilll ·d nuukct ·m I I mand 0 

I I 

ith hi 1h Idlllll. ( l 

( ] 
( 1 
[ 

I m ttl ·t 'lll'nt (ti ·k th · 



(d) Stability D 
(e) Sub ' t nti. 1 [_] 
(t) " mp.111hk' l- J 
g) l in 1t nti:thk D 

ll)llldictll lh ~Wlhneof yolll'clients by ti ckin g tilecq1propriate boxes 

h Cot poratc Cl icnls 0 
i) Small business (less than 30 em pl oyees) 0 

G) Individual savers 0 
(k) Institutions 0 
(I) Other specify--------------------------------------------------

SECTION 2 

I '2) \ hy doesn't your firm use market sepmentation as stratcgi~,; tool for marketing? 

(m) 'l he firm is too small D 
(n) 'I he concept is new ami not understood ch.:arly 0 
( o) 'I he market is not idcnti liuhl • 0 

D 
D 

p) lhcmHketi 

(q 'I h rn uket i 

'h tt th ·r m rket in • th • Ill Ill ll ' Ill 1t Cll""' fIll II cl 

•m nt ti 

II ur th ll tl 

li 



:3. How do you adapt 'nstnmers to the servi.ces and products you provide? 

•1. In ut n ()pin inn what an.! the main problems hampering the use or market 

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

PART 

14) Please indicate the benefits your firm has denvcd from market segmentation by 

ticking the relevant benefits. 

(r) 

( 

(t) 

(U) 

'I 

1. n 

I n 

increased prolits 

'ustomer Satisfaction 

Ju. tomer rdation 

<lain omp titive edg · 

B tter all , ti n of 1 e ourc 

D 
0 
D 
0 
D 

n ' th ·r 1 lea it"' ..................................................... . 

'Ill 

ur firm u . 
n ll •m ntthcmuk·t' 

Ill 



4. To a great extent 

S. To a very gr ·:u c lt'nt 

segment llt \.tt1:1hks (I} [ 2:J 

In m 

Generation 

"o ial Class 

P _·chographics 

Behavioural 

Occasions 

Benefits 

User status 

lJscr rate 

1- J I=J D DO 
1=1 1=1 D DO 
[J 1=1 D D D 
D [J D DO 
D [J D DO 
D CJ ·o DO 

D [J D DO 
D [J D DO 
D [J D DO 
D [J D DO 
D D D DO 

16 lndi 11 • th • ·,· tent to whi ·h your nrc 1ti fi • I with the lllrt ·nt e llll:lltat illll v u iuhl • 

th I ank i 

Very lt i fi d D 
h ati fi d D 

ti l d CJ 
111 h 11 li ni fi 0 

D 
[ 



17) Does the bank experienc any problems while segn1enting ils customers. l fyes, 

which ones? 

(a 

(b 

e) - ~----~---- ----

PARTD 

l ) In segmentation a market, a company undertakes a number of steps. Which steps are 

applicable to your company? (Tick the appt opriale box) 

Survey Stage D 
l1 Analysis Stage D 

Ill Profiling D 
t 9 ln market ~gmentation process, it i ·important to understand yolll pol ·ntial cli~:nt · for 

th~: ptupl) col coming up with products and crviccs rdcvanl to the e 11111.!111 . 

\ 1hidtofth\: following at tpplicahle to )lllll' c mpany'! 

l . \ 1c u ually analyz • u1 p 1tcntial el i ·nt D 
We ft ·n m vcy th ur cu t m ·1 

Ill 0 

0 
It I lit ' II hm 

7 ar [ 1 
1 



8. We serve our ·Ji~nt ' ct'lt.·cti\'cly given nur resources 

'). Clients ne' b m ~.-'tm1pntihh.· ,, ith ou r objecti ves 

I 0. Wt:- en ur · .tllpt<Htps St'r ul <ll'l' di ITc t\~ lll 

n "l'h . < !l!llt'llts snve( to g'~ n e rt~tc prolits 

0) I ) 1 Ill h 1 nn oiiH' l' ( OlllllleJit s that you deem to be important to this study? 

Thank you for your cooperation 

D 
D 
D 
D 


