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ABSTRA T 

Customer attraction nnd retention is an important element ol' bunking stm tegy in tndny 's 

increasi11gly competitive environ111ent. lhmk nwnagemenl •nusl identily und improve upon 

1':.\clors that can lim,it customer attraction and retention so that they can gain competitively. 

' ustomer sa l is ll.1ct ion is a customer's response, or a j uc.l gment to a product or service in ter111 s o I' 

the extent to which consumption meets expectations. High customer e:>.pectations and 

intensifying fierce competition are environmental demands surrounding most busine e . These 

th.:mands emphasize the need for high quality performance and service excellence in all aspects 

of' the business. Such relationships should add value to both the producer nnd consumer, the 

dl'ci inn to .serve bc:ing based on a lon.:cast or the: economic lil~tim~.: value or the cu tomer to the 

or •ani1ntion. 

' I h objective ol th tudy wa to l·tcrmin th ll o 111 'I llt• 1 ·ti 'll :111 I 1 ·t Ill ion n " 

un.:c of compctiti e nd amao at th o- rntiv I imill.: I. I '" td th 

realiz, lion of the arne objective tu I •. ' I 11~.: 

data c llecti n t wa ll 

qu lit, ti prim ry d t hi h h n int n i ' tmm thl 

r • mi1 ti n 
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gained competitive advantage through; customer sntisi';1ction, customer perceptions ol' vnlue, 

corpornte image, switching burricrs, cu-;tomer loyalty, 'onsumcrs' hehnvinurnl inll~ntions nnd 

complaint hnndli11g. 

!'he conclusions n·o1~1 the study was that the bank should continue o!Tering their customers more 

products and nt an affordable price so that they derive value for banking \\ith the bank. ustomer 

sati s f'action , corporate image and switching barriers influence the decision of c-ustomers to stay 

with m leave the bank. 1 o ensure customer satisfaction, contact personnel could be empowered 

to deul df'ectively and courteously with problem:-; when opportunities t'l1r service recO\er. arise . 
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IIAPTl~R O N j,: l NTROlHJCTION 

1.1 Bacl<.ground of I he sl udy 

As the competitive environment becomes more turbulent, the most important issue the se ll er· 

lllLe is no longer to provide excellent, good quality products or services, but also to keep loya l 

customers who will contribute long-term protit to organinHions ( rseng, 2007). ln today's ra t­

changing competitive environment, firms' competitive positions are constantly chal lenged by the 

emergence or rh!W technologies, products, markets and competitors. Flexibility and adaptabi li ty 

have become key n)c.lllagement coricepts to develop a stbtninablc competitive ad\ antngt.!, and 

lui firm . apply them in new org:mit. tion. I trat gics that put into question m.m) 

nti( nnl 1 ·n 1 on or •ani;ation · ~111d tht:ir man1 111 nt (S.tlontr t'f (1/ , _001). 'I ht:sc 

involve a d ccntrali7cd and r 1011 1\t.: \ otk 01 'dllll ti\Hl, h 1 d on l oplt.ltl\' 

r I, lion rH t nly \ ithin th firm but tl o in it r lui n \\ ith \:ll t 'Ill uppli 1 nnd 

th II 11,1\ omp tit r . I, 1ge number o re earch tudie 

dopted tr~lte Jic management ar likely t b m r p ul th. n th 

n, th lh I I lm I f I 



20 I 0). Organizations that strive tow~mls satisfying customers should be n customer-centric 

organinltion. Service lll~lllill'.L'llH:nt is bttsed <111 n <.:ustnme1 cente1ed organiz:ltinn that nwkes tile 

customer's needs and e'pect:1tions the celllral fm~us of' tile business M;1ny ll1:1nilgL•rs reulitL' that 

their businesses mu:t tkliver goods and services that really do meet with the ri ·i ng e pectatHlns 

of' their customl!rs. Ultimately this will be achieved only when organi:tatinns tlt'Yeltlp a better 

understanding or customer needs and motivation. In recent years. increasing pressures ha\'t! 

linced bank to reconsider and improve their eniciency to maintain their profit<lbi!ity and 

competitive nature ( ronje 20()7). Winning customers an I keeping them coming back are the 

11111 1 11 rd-li.H1ght elements of modern bu ine ~. u:.tome1 , re fought mer because the) nre 

• p1c i 111 , 11HI 111 111 anization' bi!ity ll\ \ •in 

ind · I 
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Comparati ve ly, customer acqu is iti on nnd retenti on requires substnntial skill s in lead generation , 

leacl qualillca ti on, and account conve rsion. Consequentl y, it is not enou gh to nttmct new 

customers; the co mpany must I ccp them. Custo111 er rl!Lc ntion al so depends on customer loyull y. 

It is importa nt to ident i ly the causes or perceived loyalty and nrgues that loyally does not 

necessa rily uri ·e from customer sati sfaction, as customers may seem to be loya l because or 

:;everal reaso ns. The argument for customer attraction and retention is relatively stra ightforward. 

It is more ecorH)mical to keep customers than to acquire new ones. f he costs of acquiring 

err tnml.!r:; to "replace" those who have been lost are high. This is because the e)l.pen 'e of 

1 ·quiring cu::;romcr:. is incurred only in the beginning tages of the cnmmercial relationship 

(I{ ·i .hhdd a11d I cnny, I 990). In additinn , Inn •er-tcrm cu lt)llll'r buy nwrc, nd, it' ati tied, ma 

''lll:lfrtc positive word -of'- rnouth pmmntion lor th t lllJ my. dditionally, l111 •· ltrrn tl1S i l)l11t' r s 

tl c 1, k · I ' ol th • conrp rny' tim .11 I nrc I 

highlight the opportunity r r mnnag ment to 

quality and ine,'pen i e t btain. 'I hu , it i 

little fi e percent can d uble the pr 
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segment) represent dif'f'erent 'itrategic oricntntions nvnilablc to a firm to cotnpetc and achicvL: 

competitive advunlngc it its industry. Thus, cost kadcrship and dif"l()rcntiation represent two 

l'undnmentnlly cliiTercntmeans of' achieving competitive advantage and superior pcrf'onnance. !\ 

li rm that implements a cost le<lclershi p strategy ach ievcs com peli live ud vun tnge by becoming the 

lowest cost producer or service provider in the industry. A cost leadership strategy places 

emphases on "aggressive construction of' efficient-scale facilities, vigorous pursuit of cost 

reductions liom experience, ti ght cost and overhead control, avoidance or marginal customer 

ac.:c.:nunts, and cost minimization in areas like Rc·D, sen ice, sales force, advertising, and so on" 

(l'nrtc:r, I 1)!W, 35). A firm can, therefore, gain a cnmpetitive ad anrage over its ri\ <1ls through 

aclli ving tile lowe:;l cost tructun: in an in lustry \\ ithout i 1 norin • other are. · such ~s product 

Hlld rv1ec qu tlity ( l'o11cr, 11JlW). t\ ditf\:H.:nti tlilll 11 tt'g), 011 tit nth., lhtnd, ft)l'\lsc nn 

d ·v loping 1 pmduct or s 1 v1c~..: that i lllll Jll 11 1 

u tomers to tente competitive udv nt g . "I he fim1 

pr lu t ami servi es , re uperior t th e f it 

(e.g., design, quality, inno ati ene th t re di tin ti\ 

1988. 
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wither away. Adding va lues lor customers, l.! mployel.!s, and owners hns become 8 central theme 

in str<l tcgic nwn ageme nt for seiVIl'l! compani es. To cren te va lues !'o r these stnkdwl tkrs, n firm 

shou ld ac hieve a competi ti ve ndva ntagc over its competitors by adapting it se l I' to the uncc rtu in 

industry environment , under ·tanding the changing needs of customers, nnd re ·ponding to new 

market entries ( later and Olson, 200 1). 

'l'he abili ty or an organization to capture the opportunity that an industJ") gi' es depenus on its 

l:!lle Ct)lllpetency. Porter ( 1980) noted that a firm can gain its competi tive adYantage by 

p1 Jdu in' v~duc for ib cu:;tomers . Porter abo tres~cd that a tirm can gain its competiti\ c 

Eldvnntn c hy pCI fmlllill • thl: chain or II 11egi lily imp0111111 activi t it' . (~uch U prnduc tit)ll, 

111c1rk tin •, 1 Vll, , hu111an n.: otu·~ mun • 'Ill 111, l l111ol< • d ·vl·lnplll~'lll , pwcw ·nw111 

n tivitic ch 'llply r h Uct thn11 it COitlpctih r . ' l 

fum mu l ither pro .. vidc equal alul: t the 

v lue nd c mrnan a premium pri e n t a/, 
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have to do with the changes in the environment such ns lcgnl changes, political clwngcs, and 

econon1ic conditions such as recession , social factors and tt..!chnological nclvanccmcnts. 

According to the Cl3K Annual Peport (2010) , tl1ere arc a total of'45 licensed commercial bunks 

in the country and one mortgage finance company. Out or the 45 institutions, 32 arc locally 

owned and 13 are foreign owned. The locally owned rinancial institution comprise 3 banks with 

significant shareholding by government and state corporations, 28 commercial banks and I 

mortgage finance institution . llowever out of all the banks only 10 of them are listed in the 

Nairobi locke ·change having met the conditions of listing and applied for the ame rhe ( BK, 

_0() 1)) ntegori:tcs the financial institution::; into three tic;r:s; Large, }..tedium and Small in tem1s of 

n I a 1 • < >ul of the 15 in titulion , 

u ·• ' h. I billion. ' J he 111 dillln p 'I 'I'Oll[ mp• i 

p~ I" g rOIIp With:\ "'IC.: •ate l1d as:-;CIS Of 

17 ill Litllti{li\S \\ ith ll ·t i1 'I s t:lll •in • 

I ·twe 11 ' h. 5 billion and 15 billion, \\her .1 the mall 1 r ' lll liJl h t I in titutinn with n t 

o ts of I · th. n Ksh. 5 bi ll i n. 
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remain competitive. Down streaming into thl.! rct<1il market segment will also be expected to 

continue pnrticulnrly with the anti<.:ipalctlli<.:cnsing of' deposit taking Microl'irwncc Institutions. 

According to the 131 · 1\nnual Report (2009) diversi lication into other financial services is <1lso 

e\pectcd as consumers increasingly seek "one stop linancial supermarket." These developments 

nrc e\pected to enh<mce banking products being o!Tered and bring more Kenyans into the 

banking space. llowever, the main challenges facing the banking sector today include the 

l'inance Act 2008, which took effect on 1 January 2009 that requires banks and mortgage firms 

to huild a minimum core capital of Ksh 1 billion by December 2012 ( BK Annual Report, 

21 OCJ) . ' I hi r~.:quirement , it is hoped, will tran:sf'l)rn1 ::;mall bank::; into more :stable organi?ation. 

' I he im1 h.:rnt:nlrtion of' thi rcquin.:rnl:rll po c: n lwllen ·to om~.: of the c. istin > bank::; and the) 

lllny b • fc I d 10 111 I ' ' l I l llllj)l y. ' I h l(h l Jill . lf h. !I II 'j 0 lir1i11' illtl'll' I 111,11 •it\S, 

1.1.4 'I hl' ( oop •rativc Bank of Kenya Linutctl 
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ll owcvcr by li sting at the NS F, the hunks shan..: holtkrs grew to over I II ,720 shareholders. Out 

or· thi s, Coop I !old ings 'o operati ve Soc iety Limited owns 6- 1. ~6%>, with the rest held by other 

investors. The Bank runs tluce subsidiary companies, namely: Ki11 gdom Securities Limikd , u 

stocl broki ng li nn with the bank holdi ng a con tro ll ing 60% stake; Co-op Trust In estmcnt 

Services Limited, the fund management subsidiary whol ly-owned by the bank; and a-opera tive 

onsu ltancy Services (K) Limi ted, the corporate fi nance, Jinancia l adviso ry and capacity 

building subsidiary whol ly-owned by the bank (Annual Report, 20 10). 

'I hl: bani~ has a branch network or 89 branches spread acros:s the country and in the cun·ent 2009-

2013 strat ·gic plan; th~.: bank has planned to open 20 mor~.: branches by the year 2012. A tota l or 
10 I t\'1 Is rr al o pr , d aero the courllt)'. In the Ill .mtime th~.: hank i in the fin,ll ~1.1ges ot' 

Ill ·tin' I al r quir Cll nt or V~o;llturin l int outh~o:l 1\ Su ll, HI . I 01\ it mi inn of olll.: r it I) 
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tile need lor high quality perl'ormancc and ·crvicc exce ll ence in all aspec ts ol' til e bus iness. The 

enticements busineo.;se-> usually emp loy to create and maintain loyally an~ nnl e!Tc<.:tive as they mny 

entice customers into n repeal vi sit , but they do not lend to true cu ·tomer rctent1nn. Fi nnn ·iu l 

in stitution s bee challenges as the Introduction and expansion o!' the use or tec lmologicu l 

intcrlllcl.!s such as automated kller machines (ATMs), electronic banking and mobik banki1 1g 

a!'!'ects relationships with clients and therefore banks need to know who they are serving, what 

their nt.:eds and problems are, and what their financial priorities are. lt is therefore important for a 

h:ml· to !'ocus on the retention of customers because it is more protitable to retain a customer 

th nn tn rec ruit a new customer. 

I h I Cllt kin ' industry i hi hl y comp ·tili\ ·, \ ith h mk not only CO lllJk linu amon • ca~ h other: 

but tl wit h 111 n-hunk uHI othct ft na 11 i tl in tituti 111 

a y t lu pli at nd when bank pro i I n .trl • i lenti 
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commitment to customer satisf'nction, inkgmtion or customer sutisfn 'lion in u firm's goal ~md 

vision, being responsive to customer L'Onlplnints, having n high und continuous leve l ol' 

interaction with customer keeping u record or company's loyal customers und having nn efTiei •nt 

and eiTective complt1int handling. lmbuga (2005) researched on determinants or customer 

satisfaction in supermarkets 111 Nairobi and round out that the customers in Nairobi are satislied 

with the services offered by supermarkets. They were specifically they were satisfied with the 

tore layout, cleanliness or the l~1cilities , convenient operating hours and ea e in finding things. 

tvluturi (2005) researched on attitude or personal banking customers in Nairobi towards the 

lcpo <; itionin • strategy adopted by Kenya ~ommercial I3ank limited and found out that the overall 

tltitu I ol the Cli Sillll\c:rs towards I' B i vcr I po itive, int.:e tn t~ority or the n:spt ndent ' trust in 

th hankin • ervi · · o l th . hank, lc I that th hank i n>w mor· lricndly nnd "ill l.'Ontintlt to 

op ra t 111 ac ' unt with th • bank. 
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1.4 Valu e of th e study . 
lhe nu1nagement oi' the bank will unckrstnnd the henelits ol' dir'ctitl g nttention to custom 'r 

attraction <llld retention f'urtiler tb:pctlin 1 tile >etlernl npprecintion and interest in the rekvnnce 

or these concepts as vital tools in the deci sion-making process !'or the bunk <lllll the comtnerciu l 

banking sector in general. Apc.ut !'rom this general gain, ooperative Bank of Kenya Limited will 

improve its ef'f'orts towards customer attraction and retention, service qual it and development of 

customer relations through customer feedback on product and services rendered . 

I he banl ·ing !rall.:rnity in the country ' ill obtain details on the benefits of customer attraction 

Ill I rdention in the !itcc or lllllllt:fOll chall nge r 111 the indu try both fwm within and 

out i I th indtl lt y. Adap1abili1y o firm' the tc n1 unptcdi table httsinc s 

nvirtntn 'tit anl 111 d I< il o r 1 on to th ' ill h lp th · li11n in th itldtt It tn 

r 1 o iti mth m elvc 111 retain c mp titi e cd in th m r t. 
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CHAPTER TWO: LlTERATllRE REVlRW 

2.1 lntrodudion 

'I his chapter is concerned with the review of' li teralurl! rl!lall!d to the ·tudy which is custom ' r 

attract ion nnd relent ion, determinants of' customer attract ion and retention, competitive ad va ntage 

and CU'ltnmer attraction and retention as a source of compt!litive advantage. 

2.2 11 ·tomer· Attraction and Retention 

It take a great deal of time and money to attract ever) ne\\ customer (Murphy 2001). Yet, 

111pri ~ ingly tl:\ companies tah.! equal trouble to retnin e. istino customers (Brink and Berndt 

200M . 'I his is ,tl o trllt.: ({Jr m ny bank ns tlky de\' t m st of their re ·our c and energ, to 

.turn tin, 11 ·w lll torn r , h11l fi·w t k th · uoubl t' 1 t tin .· i tin • tltll.: (1\r ink .1nd Ht rndt 

r ·t.tin til that th ' 111hl lltlt I • ,, w:1 It , 
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is not enou gh to attract new customers; the comp<my must keep them. According to Murdock et 

al ( 19R6) managers are !'aced with the issut: nl' attm ·ting and rdainin g custom ·r · nnd hnse thi s 

e!Tort on the service atttihut t:s or pricin g or service, repul<ttion ol' the nrgnni 'l: ttinn , services 

o!Tered, time co tt\ e·ni ence, locati on conveni ence, ~..: mployee convenience, emplo 'l!e attitude·, 

ownership or institut ion, return on in vestment. security or depos its, phys icnl appearance, and 

promotion efrorls. '1 he se rvice marketers, in parti cular, must be sensit ive not onl) to the arious 

characteristics that may be eva luated but also to the unique needs o r potential customers. That is 

In ·ay, j (' perceiv~.:d service f'all s be low the expected sen ice, the customers lose interest in the 

pro ilkr (I' ottler 1989). On the other hand, if the pen;eived ser ice meets or e:\.ceeds the 

llt lom~.:r' eXpt.:t: lllliuns they <H~o: apt toll · the ptn\'itkr, onin. 

l .J Ddn·11linanfs of ( usforlll'l' Att rarfion :lnd I~ 'fl•ttfion 

In th ·aft rmnth ol gluhalii'alion, th op r nin 1 nvir nm ·nt t f th I .mkin I inlu tt \'It 1 l ·n tll 

m re dyrt< rnic nn I c mJ etiti . In e rch mp tith b.mk mm~ 

and retenti 

n rally undi erenti t d pr du 

Kurn r, K h rl 

the in th m uk 1 pl1 \\ ith 

Ill( titi l: \ t.lJ Hl 

nt m th ltn th i. I 

mp t in thi 



l'ullillmenL response. In businesses where th e underlying products have become commodity- like, 

quality of service depends heil vil y on th e quality or its pl.! rsonnel. 1\ ccording to I Cl.!ds ( 1 992), 

npp m'{ im alely <10 r en:ent ol' customers switched banks because ol' wlwt they eonsitkred to be p()tlr 

service . 1 ecds l'urther argued tl wl nea rly three-quarters ol' the banking customers nH~ 11ti oncd tell er 

cou1 tcsy as a prime e?nsiderati on in choos ing a bank. 

Indeed, cus tomer satisfaction has lo r many yea rs been perceived as key in determining why 

Cll tnme r.s leave or stay wi th an organi zation. Orga nizations need to know ho\\ to keep their 

custnmers. even i [' they appear to be satisfied. Reichheld ( 1996) suggests that unsati sfi ed 

l ' ll tn1ne1 s rnny cl)l)osc nt>l to defec t, because they do not e. ·pet: t to rece i e better service 

wiH:I •. Addition:tlly, snti lied cu tom r nw ' It ok for oth r provider because the • helle\ e 

th y mi ght 1 •c iv IH.:ttcr ~ r vice cl C\ h 1c. 11 w ·v r, k 1 in' l ' U l Hner is .tl o dl p •nd ·n t l ) ll :1 

llllrnbt.:r of other l ~l c lors. ' I he e inc lud • ' wid 

b tl r price , and enhanced inc me ( t rba k et I. I 9 ). 
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buying experience, friends and nssocintes' ndvice and mnrkctcrs' unci competitors' inl(mnnl ion 

ancl prom iscs. 

2.3.2 IISiomer Perception . or Value 

I oday, customers are more value onented 111 their consumptinn of sen ice · because tile) have 

nlternative clwices (Slater, 1997). Gale and Wood ( 1994) explained how customers make purchase 

dl.!cistons between competing providers. rhe customers bu) on \alue; the} do not simp ly buy 

products as customers learn to think objectively about value in the form of preferred attributes 
' 

attnhute perlonnancc, and consequences from using a product in a use situation (\voourufl~ 1 997). 

'( htts , banl·s must be able to provide .. up-close" personal ·crvice ror customers who come \ ith high 

c. pc.; ' t:ttion . hll' custo111t.:ts who value convcnicm:c 1111 t, b nk llllt t llft~.:r 1he lale ' t pmtluct su 'h n:-. 

I· tronil: han ing, tout.:h · tonc piton , ( tll\l 
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techniques to diiTerentinte themselves. llnrwn()d (200:2) nrot1ed tlwl branding, ns n tool In build 

i111agc, is critical in the banking industry whl•re all firms otTer nbout the sume kinds of' products. 

lienee, it is critical that banks have tl COlllprehi.!llSiVC l\llOWiedgc of' Cll'ilOllli..!rs' Vi!lll 'S, !lllitudcs, 

needs and perceptions or various sen ices the bank otTers ami the image which cu-;tomer · lw w ol' 

the bank itself (Kaynak, l986a). Accordingly, bankers must be able to build and manage their 

bnnk's image in order to clearly define the differences bet\\een their bank and it · competitors. 

11hnradwaj et at. ( 1993) argue that services are highly intangible and are, therefore, high Ill 

experience and credence qualities. As a consequence, brand reputation is important as <1 potential 

l 0 1llfh.:titivt: advantage. 
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2.3.4 Switchina BatTicrs 
b 

Switching barriers lwve been used us mnrketi1tg slr<tle >ies In Jltnke it cost ly lor c11 stnmers In 

switch to anotltc:r orguni:ration. Such ban icr-, includl.! '>earclt costs, trunsm:tio11 cnsts. Jeamin" 

costs, loyal customer discounts and emotional costs (l'ornell , 1992). ' I hc:sc b:trriers provide 

disincentives lor the customer to leave the current organiJ'ation. 'ustomer satisfactit)n does not 

predict thl.! continuation of the relationship. lligh switching costs are an important f~lctor bindinn 
b 

lh ' l' tl s tomer to the service organization . Even with relati\ ely low levels or '<llist~1 ction, the 

t lls tnmcr continues to p<llroni:te the service pro ider because repurchasing is ea ier and more 

en 1 clfectivt: than seurching ti.H· a n~w provider or samplino the ervices ot'nn unknm\n prO\ ider 

~ 

(C llJ H i :tnd K!.! lllh.:dy, 2002). 
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of' the l'uturc purchases and mnximi1e 1he likt•lihond llwt the customer will ptll'c lwse l'rom n 

co111pctitor. J~clationship equity mailers most when tilt' ht.:ndits the custo1ner n'lsociilks \\ ith the 

loyalty !Jl'Ogrum arc si 'IIi JicnntJy grt..:ntcr than the ~H.:tuaJ beneJits, WilL'll tl\e COll\lllllllil) :lSSlll'inted 

with the product or service is ns important as the product or sen ict:, \\hl!ll the lcmnin, 

relationship created bet\veen the firm and the customer becomes as imporl<111t as the prm ision or 

the product or service and when customer action is required to discontinue the sen ice. 

2.3.5 Con,umcrs' Beh:l ioural Intention 

'In ClllllJkle ucce:;sfully in today's competitive marketplace bnnb mu ·t fi.)cus on under ·tanding 

th flceds, auitude , satisfactions and hdwvioural path:rn L)f the m. rker (Kaynak and 

f'tll.:ukcrniiO •lu, I 1J'J2). ( o11 um 1 valutlc 1 rwrnl r ll rit ·ri t \\hl:n dhlt inf) 1 b.ml. 
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intent ions. As changes in the broad linnncial fields nccekrnte nnd business nc tivi ties converge 

(the orterin g or insurance, linnnci;JI plilnninu , and sh;lre bmkeruge by" bnnk) , il is irnpernt ive to 

di f'le rentinte banking products f'mm other sirnilm or cornplernentmy ones that url' ol'l\;red b) 

bank nrti lintes or non -banks (Mylonakis eta!., I 998) 

2.3.6 usto mcr Loya lty 

Winning customers and keeping them coming hack are the most hard-fought element , of modern 

bus iness. ustomers are fought over because they nre precious, and an organization' , abilit) to 

win customers and keep customers coming back are indeed extreme! · precious attributes When 

ell IOilH.: r!i ft.:d !hey are ckalino with the right compllll)' or rg ni?,Hion fnr !heir needs, they don ' t 

wan! to change. 
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portrayed ns being less price sensi tive nnd more indtned ln increase the number nnd/or l'requency ol' 

purchases. They may become advocates or the nrgani;at 1011 concL'rned nnd play a role itt the dec is inn 

making of' their peers or rami!) . Sntisfitdion with a bank's products and SL:rviees thus nlso plays n 
1 
ole 

in generating loyally that might be absent 111 the retention situatton ( 'o lga!e ct a!. , 1996). 

2.3.7 omplaint Handling 

C 'o lllplainL handling refers to the strategies firm s use to resolve and learn 1i·om service fuilures in 

ord~.:t to establish the organizations reliability in the eyes of the cu·tomcr (llart, llesk.et and 

'a set 19<)0). !'rom a process perspective complaint handling can be iewed as a sequence or 

t!Vt:rll in which n procedure, b~.:ginning with communicating the complaint, generates a process 

of int~.:r:~c t ion through which a decision an I tllll t)llll.! t Lt:llt. l· l ~ ti\ ~.: t:t)lllplaim handling can 

h, v 1 dr:urwti imp~tel on tit cu·tntn r n.:tcuti t tht pt I ol d 11111 in, \\tHd t\l 
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be used to correct prob lems wit h service dcsig11 <liH I de livery, w hich mnkcs it more li ke ly th nt 

perf'ormancc will be done ri ght the lirst I iml! (I ovc lock I ')0•1). 

2.4 Competitive Advantage 

In a highly competitive market, the shortest route to differentiation is through the de \ elop 111 ent or 

brnnds and active promotion to both intermediaries and final consumers (Parasuraman, !997). ln 

the long run , however, branding, targeting and positioning would all be much more etfective i f 

the supplier had some tangible advantage to ofler consumers. Th i:s ts e\ ident in the banking 

industry, when.: man y banks are providin g more or less the i lentical product s !()r nearly the same 

pl'icc. U1tl t:s a bank can extend its product qualit y beyond the.: nwe ~ c.:rv ice \\ith additional and 

P 1t nt i: d sc1vic l: tC. ullll l:S and value, it i unli~dy to •u in .t u t tinthlc l' tHllpt·titi\·c.: .tdvama •e. 
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capti v ity, lower producti on costs, or eco nomies ol' scn lc, it cnn mnnnge these ndvuntngcs, 

nnti cip8le competit ors' moves, or <tchi l!vc stability through bargaining and coopcmtion . It is 

c laim ed that add ress ing bnrri l!r.s to entry is hy t:u· the most important adivity in husin l!ss .s tr<ttcgy, 

ancl avo id ing competiti on is the only way to escape nn open p lay ing f'ield in which only the best 

surv ive and prosper. 

2.5 u tomer Attraction and Retention a a Source of Competitive Advantaae 
0 

Today's busi nesses are racing fi erce and aggressi\e competit ion wh ile opera ting in both 

domestic and globa l markets. Most managers and marketers would or course agree that establ ish 

lon' lcrm rt:lar ion.ship · are nbout development and survival. According to Woodruff ( 1997) the 

w )J ld hn ncv~:r !>~:en !}0 inll.:nh:p ·nlknt. All trcn I p im to 0 I I Ilion a rundarn !Hal, 'rt)\\ ing 

IIHc in hwine · . tvlarkc!in • i al o rhnut h w t 
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Custom er se rvice is n strategic tool l'or in creasing Ctl stomcr snti s f'n clion nnd snles (11 ' rkowit 1. ct 

al 19R9). Custo111 er scrv1cc is th e nhility of' n sys tem to snti s l'y users in terms ~)r til11l\ 

dependability, comll!uni cn tion relations, and conveni ence. Customer service is intlu 'l try spcc ilit: . 

In the case or banking services, customer service can be s~:e n as th ~: perf'onnnncl! or COt"l! 

se rvices, provision or support services, complaint handlin g, and interpersonal comn1unica tion by 

service prov iders. The key to generating high customer loyalty is to deliYer high cu ' tomer value. 

Accord ing to Lann ing ( 1989), a company must develop a competit ivd ) superior , alue 

proposition and a superior deli very system. A company's value proposition is much more than it s 

po itinning o11 a single attribute; it is a statement abnut the re ulting experience customers wi ll 

havr..: fi·om the total resul ting expe r ien~.:e that customers~.:, n ' I<.: ~r . \Vh<.:thu the pr"t)mi e i kept 

d pend on the cunp ny' ability to Ill Jlll' it km intlttdt's ,111 
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Lanning ( 1989), a company must develop a compditivcly superior Vtlluc proposition and u 

superior delivery system. A company 's v<littc proposition is nwcilmorc than it'i positioning 011 n 

s ingle attribute; it is n stnterm:nt ubouttili..! rl.!sulting e pcril..!nc:e customer'> will have fhHn til, tot :ll 

resulting experience that customers cnn expect Wiletlwr the promis~.: is kept depends 011 tile 

company 's ability to manage its delivery sys tem . The value syskm includes all the 

communication and channel experiences the customers "viii hm e on the way to obtaining the 

Mferin g. ustomer value is the judgement by a customer of the worth of a product or service 

relati vc to substitutes that sati sfy the same need s (Berkowitz et al 1989 :286). Kottler (2000) 

ftrgul..!s that cu tomer's ~.: stimate which offer will deli ver the mo 1 alue. In turn customers are 

Vh ltr ~..: rn axim L.r ~..:r , wi th in the hounds or ~carc: h co I .tnd limited mohilit ' and income, ' ustnmer:­

loll n nn ex pel'l£l tio 11 of aluc.:: tlld , d upon il' ' h thc t or ru I th o il 1 l iv~: up to tht v.tlut• 

e ·pe tn tion a ffl:c.:l bot h nti n tion arrd r·1 ur ha pr labilit . 
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CHAPTER Tlll{lf.: E: RI~Sfi~ AI{C'Jl METJIODOLOCV 

3.1 lntroduction 

This chapter describes tht: propo ·ed rl!sean:h des1gn, data co llection and the tec hn iqu~.~s for duta 

ann I ysi s. 

3.2 Rc ' carch De ign 

'l hl! l"l!search design was a case sLudy. ooper and chinJer (2005), states that ca e studie, place 

rnnn.: emphasis on a full contexrual analysb or fewer events or conditions and their interrebtions. 

'I he m~.:rit of using a c;\SI.! study was that it alit)\\:> an in-depth lllllh.:r Iandin,: of the bthavior 

patlt'rn ofthl.: conc.;;c:IIH.:d unit. Additinnally a ~;.t t.: tudy .llow In.: t:lrchl:r tn list onl' or nwrl' l)f 
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and r~sea rch di vision, and publi c u.ITn irs and cnmnumi ca ti on di vision . Thi s nHJtk it poss ible In 

obtain data require~! to mee t spec ilic o hj~c ti ves nl' th e stud y. Til t! results wert! l'\pL: L' !l'd 10 

provide nn insight in understanding how the comp~1n y gains con1pctitive ndvantag • hy uttmeti 11g 

nnd re tai ning customers. The resea rcher be li eves that th is made it poss ible to obtain data required 

to meet spec i lie objectives or the study. 

3.4 Data Anal ' i 

'I he data obtained from the interv iew guide was analyzed qualitati\'e ly. Qualitative data analysis 

makes general sta tements on how categories or themes of data are rela ted. The quali tat i\ e 

llil:tly i i . dop t ~.:d in this tudy because the rescnr hl:r wn hie to describt:, interpret and at the 

Sflllll" time l.'litkile th ubj~.:l:l lllU l ll:l o!' th l'l• ar•fl in~ • it\ l difticult (t) dO :;t) llllfllt:lil':tlly, 
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CllAPTRR FOUR 

OATA ANA L YSI S, FI NDI N( ;S AN D DISC USS ION 

4. 1 Introdu ction 

The research objective ,,.,·as to establish customer attraction and retention as a sourc, ol' 

competitive advantage at a-operative Bank of Kenya Limited. This chapter presents the 

ann lysi s and findings with regard to the objective and discussion of the same. 

4.2 Re pond ents P r·o fil c 

' I hi cction 0 (' the imerview guide wished to c tablish the targeted respondent's academic as 

w ·II :1 prole.: sional qualilicHtions. In addition, thdr \\ork ~.:, 1 erienre w~.:rc al 0 10 be 

· lthli hcd. hnlll there t nd 111i quulitication h.t 
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hum an reso urces division, mnnnge r operati ons dt vision, nHlllflgc r ri sk di vision, mnn ngc r rL'SCnrch 

department and custotn cr se rvice depmtn H.: nt. I lavi 11 g '' nt ked in the b<lnk l'or Slt ·11 a peri od, til , 

resea rcher believes that tl w respondents wi ll have lirsthallll experi ence on the rok or ntstomer 

att rac tion and re tent ion us a source or compet it ive adva ntage at Co-operuti ve 13a 11 k. or 1 enyu 

Limi ted. Wi th thi s solid background, it was fe lt that the respondents were knowledgeable enough 

on the research subjec t ma tter and thus of' help in the rea li za ti on ofthe research objec tive. 

4.3 ustom r Attraction and Retention 

'I his • eel ion 0 r the interview guide aimed at establishing from 1 he respondent. the strategies 

, hich they h:tVl: put in plucl: in Mdcr to attract and rdain customers. 'I he respondents noted that 

the hank ha lt'it!l: •ie~ which ar in u c to ttra t and r t·tin u t Hlh:t . In knns of atttaction the 

h·tnk ke ·nly u c an out id~-in appr '• ·h' h 1 ·b 'th nk li 

hack nnaly i nd hen tnt 1ur produ I th t 
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lends money to the small and medium enterpri')e sector up tn KES 50 mi ll ion at very [(wornb lc 

terms. 

In order to enhance its custo111er sen ice and 111anage attrition as competition grips the nwrkl't, the 

bank has embarked on a joumey or opening regional orfices across the nation and this approach 

releases the branch ' manager · fl·om handling issues that require urgent attention and allowing 

them to concentrate on business growth. In terms of retention the bank has a fully fledged 

r~latinnship management department that offers dedicated relationship management to 

cu tnmers. ' I he sta l'f'in the department ensure that the customers' issues are attended to prompt!) 

und l: rticicntly. 

In tcnns of'hoth l~ll toll1t.r :tl!l'ttl:tion, nd n::tention til b.mk hn' t hli hl.!d :~t nitlll: li.H its •If' aller 

•ll'l:tivcly ring 1 ·ucing the ·o-<11 crutivc 111 vetnent in th 

i n lot:us trategy which lnr ely n ur that the c 
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I· 

the bunk walks hand in hand with the customer to assist nnd build capacity where ncccssnry 

through ollering adviso ry services \\hill! monitming projects tlwt it has f\mdl.!d. J.'or potl.!nti;ll 

customers, the bunk has benefitl.!d heavily f"rom n.! f~rral ar1d reciprocal business ll·om sati,dicd 

customers who tnlk well about its services and products. While addressing the needs ofpo!elltial 

customers the bunk listens to them first before taking them on board to ensure they are well taken 

care or. The bank th~refore adopts <ind implements an adaptability nnd flexible strategy where 

custo mer needs are addressed from a knowledge point of view while striving to maintain a 

cnmpl.!titivc edge over competi tion . 

' I lie rc ponder ItS WI.!I"C in agreement that the osts of acquiring cu tomer~ to replace those \\ ho 

have bccn lost arc hi 1h as a c11 tomer who 1s with th\.! bank nd i br. nd lovnl m:n not be . . 

I othcn:d uhout prkin 1 r1s ion 1 1 tile cl vi<.:: md i hi 

11 h n c11 t< mer means that y< ll will m d to u e • p tttr ct oth ., i!hl'l hy 

way of price r duction which will affe t the pr fit m rgin r thr u •h 
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There are several l~t c to rs whi ch inlluencc customer nllrncti on nnd retenti on, ho wever the most 

distingui shing fea ture w<Js custolll t:r service whi ch is criti c<li as customers urc either workin g 

class or business people who va lue I i Ill e. A.s such speedy and Cri end I y deli ve ry with :tero L'ITOI' 

percent age is criti ca l !'o r the bank. Owi ng to compet ition and considerin g the stale ol' the 

cconom y i 11 terms o I' in ll at ion among other challenges wh ich has eroded the purchasing power 0 r 

the popul ation, pric ing is becom ing a key determinan t ofwho banks with the bunk. This call s for 

a careltll analysis oC the cost of funds amid high expectations from the shareholders considering 

thnt the b;mk is lhted at the stock exchange. f-urther, location or presence of the ban king 

inf'rn tructrrrc b critieal in nttracting customers. Autnmated teller m, chines have hdped the ba nk 

Ill lll:lllil •e lh~~ good problem or long queue in tht' h tnkin I h lll \\ hik enhancin) dclt\cr. 

'flil.il·ncy. 'I 11~.: bnnk i al o u' in' e pnn ion tral ' ' 1) rc h th un-b mk d a owin • It varintts 

inlrn tluctuJal ~hallcngc , ccurity and prcl r ·n ll t 11ll r nr I' nkin• '·itlt thn h. 11 11 · 

within their pre in t . 'I he bank It 1 tlu:re~ re di vcr d thi ml i tit .1 ft, 11: 

u ing inn vutivc and altemati e elivery ch nn in ludin m 1bil 1 mkin 

luti n mel bran h expan i n in rder t an 

mer n ed 

\ith nhan ed 

me nt 

n , n Jmm 



4.4 Cus1omcr AHraction and Retention as a Source of ompclilivc Advantage 

The respondents indi cnt~d that the bn11k en"l un.:s tlwt the servi ces they otTer their customers suit 

them as the bank uses nn out side in nppmach to develop pmducts. This is don· through n ·urc l'tll 

and systemati c enquiry through reputab le research agenc1es and bank's internal ex perts to stud y 

and appraise customer needs befo re rolling out products. The bank all oca tes adequ ate re ·ou 1-ces 

to resea rch, innova tion and development both in terms or product deve lopment and mode o r 

de live ry. !Ieavy investments have been done to ensure turnaround time is achieved. l'he bank 

also uses customer ,feedback questionnaires that are assessed weekly and reports shared ,, ith 

mana 'l'll1l!lll and product driver '. This feedback is then disseminated to the re levant business 

lin. l(ll' ltd I illlpknH:lltntinn ;md if i ue~ rai ~.:d m~.: . ddr~.: , blc , t the ~t:rVile point, rhey are 

r olwd irnr11 ·diately while tho e H;qui• in' poli ) fr un " Ilk k I 1011 11 • ~ l.tll'd . 'I his hl'! p ~ 

111 ddt . ing ·hall 11gc md al o 111nintainin' hi 'h nnd tion, ll ollltion 
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security further, the bank has a fl.illy fkdgcd department handling security mntters on n daily 

basis. This department is f'ully equirped \\'ith I 'T S<lvvy st<~fT who c~1n track IC'T related f'rauds 

or thel'ts among others by ensuring that the customers <Ire treated equally throughout the network. 

In addition the bank has nn e!Tecttvc corporate govemance policy. 

' I he rec;pondents indicated that the bank has determined how customers del'ine value in order to 

provide V<llue added sen ices through feedback from service points. The bank describes alue as 

quality service that addresses customer specific need and that is delivered at the time its needed 

in thl' 111nst ef ficicm and cost effective way. 'fhi.s incorporates certain attributes through the 

value elwin. 'I h~.: bani· has a department that constantly looks at the tt, nsaction n,)\\' from end to 

end. I{ ·C ll •inccring of' th 11'!111 .t tion flO\ j appli ·I \\her h ltlknt:Ck :lrl' St't:ll, 'I hl hank 

Cllll t tlltly 1 -e ll •itH!Cl it deliv 'IY ell IIIII I tilHJ ll 1h cHI ful tu i • 011 th i\.·l lh:tll ' 1 '1.l'iWd 

lmm 11 to Iller ' 11 < d.tily b.1 "i . 'I hi bu iu han • 11\ Ill I \ lll\l l 'II \II th 1\ t\\111 • 

c mp titive pr, cti e within th tran n lion ch in re ith r dr p d r im11 w 1 'I h 1 ult 

indicate that the b, nk ha empl yed dcdic. te rei tion hip m n 
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bankin g services that open more hours. Through innovn ti ve lCT platfo rms the bonk has roll ed 

out vn ri ous so lutions that ca n make the customers access Hccounts and pny l(w utiliti es like 

electri city and water at the palm of their hands or th ro ugh the internet where transaction Vl)lunH.:s 

are hi gher. The bank also negoti ates its prici ng vvith customers on most negotiabl e produd lines 

giving it a sharp co lllpetiti ve edge over competition where most charges are fi xed Iii e the 

Treasu ry related produc ts like fore ign exchange deals and loans. 

!handing is a l·ey di!Terentiation factor to the bank's produc ts and corpora te image as it help m 

po itioning of the bank and it:s products to the cu::.tomer. Visibility is critica l in des igni ng 

htunding. t\ such clwi e of color cheme ·is very irnpot1ant in branding for the bank. The banks 

t:otpor!lll~ coloms in~lude fl COtllhin'ation or fore t "l't: nand whill:. Ench product is alsn htanded 

to ha l: 11 unique and appealing 'pp ar:utn.: ani t dillu nti.tt · it r HI\ illlilat tl)ll\pdit 11 1 

product . Btnnding hus c ·rwinly help ·I the b, nk by J itionin, 11\ o th I tOll' 1 p1o In ts 

in the mtrket induding the Ju111bo Junior a~c unt Biz \Vi 

mortgage pr duct that have d ne e ·tremely well in th m rket. 13 
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in service de livery. The bank has gone through various cha lk ngcs over the years nncl pnrlic ularl y 

after the terrorist attack that rod.ed the country in I<J9X . Despitt.: the threa t ol' los i11 g cli ents to 

competitors the bunk remained intllct with 01liy u small number ol' customers movin g business to 

comretition and who have since come back. ' I he bank ably weathered the storm by exhibiting 

one ol the strongest financial stamina and confidence ever seen in corporate Kenya. Th is 

outcome strongly contributed in enhancing the confidence the customers had on the bank and 

proving tn tht.: market its stability and ability to withstand uncertainties and threats in the market 

and the bank currently .s tands as the f'ourth largest bank in the country. 

Pc •ard in • lh ~.: :satis l:tl'tion or custtH11CI'!) in order to di :scouruge them from switching to other 

hank , til 1 porHh.:nt ind il: al d rll. I til · hank li ten to lh • cu 1 Hncr , nd provide lhl:tn ex acrl y 

what the c11 tom ·r wnnt ut , omp titivc ~: o t un i thi ha h lp I Ill t mtdt· it ·.tskt llH til l' hnnk . 
to tr, tc •il.:<t ll y d i •n it p10dll t that pc ifica lly m et hi ha h lpu l 111d 

made it e. sier fo r the bank to lr tegically de i n it iii til I fl\\; 

ne·e 1 . In thi regard the bank has in e ted he ,.it_ in t hn 
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worked very well lor the bank as evidenced by increased customer nll!nbcrs and minimal 

customer attrition rate. Customers identify with b:1nks that meet their specific needs in the most 

cost e!'!'eclivc way. The bnnk is committed to this achievement and that's why customers sec 

little need to switch banks. 

'1 he bunk has made great stride to ensure that their customers do not switch to other bnnks by 

valuin g them. ' I his value proposition has been i ncu lea ted in the staff through various training 

programmes where the bank culture is defined to the staff. The bank also uses performance based 

lecdhaLk tn reward and rdain staff. The bank also has put in place elaborate customer feedback 

littc.: , here at the brunch level tiH:rc.: i ~ customer feedback forms that are gi en to the cuswmers 

to fill j 11 1 ~.: poll c tn the service' fk:n.:tl . ' f hi infomwtion i ~ then fnl in. Cu ll1nh.:r R latinn 

luna •c mc.:nl tvlodul tlwt di cmi~tatc tlli le ·dhud: to th · pr lu"t m\ nl..'l 11 II .td ( )llitt , 

f{. nlut itlll or key i ll. h don "ithiu hou1 
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cnsu re that customer needs are met. This i '> done through cnre l'ul research and systemal ic cnq u i ry 

in what is happening both locally and ahrond. 'I he bank then designs products thnt suit the needs 

ol' the clients. 

1 he respondents indicated that the prices which the bank charges are competitive as they arc 

reviewed regularly by the pricing committee that comprises various senior managers !'rom all the 

business lines. This review is done to keep pace with the strategy of the bank and competitor 

trend . llnwever the bank fight - on serv ice deliver front rather than on pricing alone. Iloweyer, 

the ( entral 13ank or Kenya occasionally publishes charges that banks levy to their customers in 

the lncnl dailies. ' I he bnnk h<b over the years featured among the mo::.r compditive. The bank has 

1 nidtc in tin: co-op~.: rati vc movern Ill that latgdy rv~.: th~ comnllm tn\\\ nam:hi. 'I hi ca ll t'tw 

,tpproprial pricing in onkr to lt.tvc a~.:omp titivc udV<Illla) •. 
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relations relnted activities like corpornle soc ial respon. ibility. The competition in the banking 

indu stry has m8dc the banks to leuve nothine to clwncc nnd thcrGI·ore the bank ensure Llwt the 

sta!Ts have exce llent relationship with customers through rigorous and e!Tcctivc customer 

handling courses in order to enhance their sk ill s in this area. ustomer being the employer for 

the bank remains a key locus in all aspect of strategy building. A carerul vetting is done nt entry 

level to ensure correct staffs are engaged on board. l he bank also ensures that close monitorina 0 

is done on starr relationships with customers. This is important for the bank as it checks the 

attrition rate l'nr the customers. The bank uses a performance method to appraise and retain the 

most indtt!>lriou and well rnunded and good behaved staff. The performance apprai 'a l document 

lor th~.: tal 1 which us~.: th ~.: balance core card method prominently features the customer pillar 

\ ith lll tOillCI Ill in • tuff taking the highc t wei •Ill in". ' I hi ·n ur ·s 1 LlHtntuhility on thl. part 

of the tall' to 111 intainund 11 lain •o d Cll tnlll'l r·l.ttion hip. 

f he re p ndent indicnt ·d that the bank ensure thut th y ure re 
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I I APTER FIVE 

SUMMARY, CONCLUSIONS ANI) RECOMMI~NDATIONS 

5.1 ummary of Findings 

[n summary, the study shows that the resrondents are aware or importance or customer att rnct ion 

and retention as a way or gaining competitive advantage over its competi tors. The knowledge 

about the operations or the institution was exhibited by the internal respondents by v irtue of all 

or th~m having worked in the institution for more than six years on average and also due to the 

li 1 ~t that all or the interviewees were engaged in the day-to-day management and operations of 

th. v:uiou~ ann nl'thc bank. In addition, the rc:-,pondcnb were fnund to be \\dl ersed' ith the 

uhj ll 111att 1 ofthl: study and had all solid academic hack•'rnund ha in' ntt lined a fir~l d )rcc. 

' I h' lind in , 1ro111 the 111 ly \ a th, t in 111 d 'I to 1tl1 1 t 111 I 1 ·ttin ·u t Ill 1 th hnnh: IISl's 

, ut tl -in approach whereby th h, nk li l thr u ,h 

, nd then tnt tures pro luct that uit cu t mer pe ifi n e 

competitor trend n I thi woull re ult to the bank c min up\ ith t 

d n t h . I h h nk at o u e gre i e nd pr 

111 I) .., i 

tu I) in • 



The cost or acquiring new customers are high and th~refore the bank in order to retnin the 

customers, the bank has put in place strntcgi~s tn ensure thl!y do not lose <111Y customer. Tlw 

strategies include heavy investment in I '' I to clllwncc service dcliwry and turnmound time, 

quality stan: close monitoring or customer reedback, efficient customer service, pricing nnd 

location to reach the un-banked. The bank prefers to under rromise but over deliver the services 

in order to attract customers and in order to ensure the security of customers information the 

b:ud~ employees sign orr to observe customer confidentially through their career and with the 

help ol'l T savvy sta!Tthey can track I T related frauds or thefts. 

' I hl: ll: ults indicutt: that the bank ensurc:s that the customers are satisfied in order to di:scourane 

th 111 tlo1n witchin • to other hanl shy lllll:ri11' them what thl: lh.:t:d I a u)lllpctitivc cost and 

th hn h ·n tchil:YC I by th h 111k in ul 'Htin' it of t:Ll to111 r tluou •h ltuinin •, 

perf )rman c hu ·d tccdb k to n:wat I md 1 'I tin tn j ll I promt t 11 on wh 11 th 11 tn111 1 

ne s. 'I h • pr i e \\ hich th bank charges are frequently nal rz d th t m r m in 

c mpetiti e relative to what other bunk charge at the me tim th th ll th \' 

en ure I that th ir cu tomer r~;m in I y I by u 111 111 \ hit th 
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mainta in a relati onshi p with them by offering the customers sunic ient produ cts and va luin g 

customer service such that they do not sr)L'nd a lot ol· timl! wni l in g to bl! se rved. Ct1 stomer 

sa tisfaction, corporate image nnd switching burriers influences the decision or customers to stuy 

with or leave the bank and the nwnagers shou ld do all that they can to improve customer 

retention in today's competitive banking environment. 

·r he customer's wants value lor their loyalty and banking with the bank and therefore the bank it 

is p~m11nount that the bani · monitors the changing financial environment, and responds with 

prnducts that add value to customer's accounts since if the bank offers ne\ or refines current 

pn luct in a prnCtdiv~ ill!lllner it will enhance ib customer relationships. 'I he management of the 

hnnk hould bear in 1nind th.L delivering supc.!rior service i not ~.:nou •h. In eii~Lt, tlw' should 

d jj Cl !'VI tlwt m h tt ·r th, n LOilSUillcls' ·:1 cct ti >ll in ord ·r l) ·nh tllle ati l.tL:th'n :tnd 

m, int1in a 1 o iliv i111age. I o n me cu t me1 ati 

m1,)were I to deal cf c tively and urte usly •.'ith pr bl m 
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customers do not switch to other banks although the other banks could be prov iding better 

services ns the customers reels thnl tlwt they would be no better o!T i'rotn switchin g. 11 is 

recommended therelore that the bank should n1al ·e nn ci'f'ort to dis! inguish itscl r from 

competitors through the generation or sustainable competitive advantage and di stinctive bank 

image. The prices charged b) the bank were also rated as bei11g as a result of thorough 

consultation. Thus it is recommended that it should be pegged at competitive rates . 

'I he study round out that the bank values customer service and it is recommended that the bank 

Jwuld en me that al l its customer service points are manned by employee who have the 

requi. itc knowledge of the banks activitie so that they can serve the cu romers promptly and ir 

th ·y c11 n110t, then ther• should he a nh:chanism which will en ure thm thl: i ue' raised by thl: 

lll tom ·rs tm: addr cd <tdeljll!lkly within a hort'lilllc. 

1 in lly, the tu iy found out that the bank h. put in pi \\hi h ' ill n ut that th~: ' 

, in ompetitive a tvnntage. It i rec mmended that th m na em nt th l.mk h lllld 1: n 1111. 

th t the p li ic which they put in pia e are ea y t b implem ntd th ll it 
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e!Tective in building customer loy<'llty thus gaining competitive ndv<mtngc, f'uturc research may 

attemrt to exrlore t11e ''unexplored" constructs that consume,·s would value most. For cxumpl \ 

are consumers more concerned about tilt.: convenience issue such as location or bnmches or tile , 

use or technology? Or are consumers more Cocused on how bank staff' delivers services? (liven 

the importance or employee competence, future research should also examine the impact o!· 

emrloyecs' behaviour that could arrect customer retention. 
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APPI~NDIX I : L ICTTI1: R O F INTROD UCTION 
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APPENDIX 11: INTERVIJI:W ClllDE 

The interview guide will seek lo nchil!ve til· f(lllowill g objl!ctive; 

I. To detl!rminc customer attraction and retention as a source ol' competitive adv<mlu 1c at Co­

operative Bank ol' Kenya Limited 

Cu tom~r Attraction and Retention -FINANCE AND PLANNING DIVlSlON lN 

CII \RGE OF ORPORATE TRATEGY 

I. I Ia ~ the hank developed strategies to attract and retain customers? What strategies are they? 

2. I ,, you tuh: into con~ideration the needs of both existing and potential customers to attract 

tnd IIIli i nta i 11 customer::.'? 

1. f)o you ugn:c wjth till.! tatl!tlll.!llt that 'the en ( or acquiring lll (1)11\l'l" to "rt.:place" those 

\\ hn h IV. he 11 lo t II c hi •h''! I ryes, what st ·p lw th hntlk und 'llaken tn lll:shhH\ it:sl'll 

"'nin 1 uc..:h en t ? 
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6. li as the bank ensured that the empl oyees become s it1C C n~ to the custom ers 1n so lvin g 

probl ems in ord er to ga in competiti ve mlv<mt age? 

Cu ·tomer Perceptions or Value- OPJ•:RATJONS D1VISION/ ' USTOMER ~mRYICE 

DEPARTMENT 

I . !Ins the bank determined how customers de fin e value in order to provide added-value 

services to them thus havi ng a competiti ve advantage? 

2. I low has the bank ensured that the customers get value Cor banking with them in order to 

gain competitive advantage? 

1. l im dncs the hank provide "up-close" personal service to customers \\ ho come \'v ith high 

c. ·pectat ions'? 

1. I >oe the h.mk have flc.;xihle banking pol icies which they usc a a competitive advan tage? 
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Consumers' Behaviourallntcntions-HESEARCll DEPARTMENT 

I. I low has the bnnk ensured thnt they ~1re able to meet consumer's chan ging needs in order to 

attract and maintain customers thus resulting lo competitive nclv<mlugc? 

2. Are the prices which the bunk churges for the services, acceptable to <lllract and retnin 

customers? 

3. Does the bunk have convenient brunch locations in order to attract and retain customers thus 

gaining competitive advantage? 

4. Does the bank otTer a variety of products of superior service quality 111 order to have 

competitive advantage? 

< ustomer Lo alt - , TO fER SERVI E DEPARTME T 

I . I >o s the bani· offer loyalty promotions/programmes which attracts and retains customers 

tllll •uinin • competitive advantage? 

2. I )nc th · hank c11 tile thut the lull s havt.: ·• c~..~ lknt rclatinn ~hip "ith l' ll tomcr · thu gain in, 

Olllp ·titivcly'! 

I low lw th hank en urcd that the' ar r p Hl ive to u t m ·1 n · Is in nrd ., tP atlt,l 1 utd 

tel in them? 

C omplaint Handlin~- CtJ 'I 0 ICI~ J HVI 

I. D e the b nk h ve trategie hi h h ndl 

2. II th b. nk e pi ited effi ien ) in mpl 

u tom r 

tl I nk h u llh 


