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ABSTRACT

The exodus of customers from one bank to anotheir éencern in commercial banks in Kenya.
The objective of the study is to establish theti@hship between Relationship marketing and
customer loyalty in commercial banks in Kenya. Shely adopted a descriptive research design
where by data was collected by questionnaires wivete self-administered through drop and
pick method. The population of interest for thisdy comprised all 44 commercial banks in

Kenya.

The study used primary and secondary data. Pridary was collected using questionnaires.
Secondary data was gathered by a review of existiatgrials on the topic under study and the
Kenyan banks. The data from the field was codedrdang to the objective of the researcher.

Data was coded and analyzed with the aid of StaldPackage for Social Sciences (SPSS). The
data collected was analysed using descriptivessitatimethod tools of analysis, such as mean
scores, percentages, and frequencies. The anahysikred descriptive statistics and content

analysis. Data was then presented using tableshpits and graphs.

From the findings of the study, 48% agreed thati@hship marketing affects customer loyalty
to a great extent, 26% agreed that relationshipgketizng affects customer loyalty moderately,
16% said that relationship marketing affects custolmyalty to a small extent and 10% said that
the factor affects to no extent. From this datazam be concluded that relationship marketing
affects customer loyalty to a large extent.

The study recommends that for organizations to meéds customer loyalty, it should enhance
its customer service quality in order to ensuretamasr satisfaction, thus the researcher
recommends that commercial banks should come upsitridtegies that are realistic, measurable,

well understood, all inclusive and easy to impletregrall levels of the organization



CHAPTER ONE
INTRODUCTION
1.1 Background of the study

Relationship marketing is a concept that has gapuggulilarity over the recent years; companies
are beginning to understand the value that cus®mather than products, generate from them.
The concept of relationship marketing was origyafitroduced by Leornard Berry in 1983
when he made the distinction between relationstagketing which was based on the concept of
developing a long term relationship with a custgna@rd transaction marketing, which viewed
the customer in terms of one off transactions (@onalvin, Evans, 2005). Relationship
marketing (RM) aims at establishing, maintainingl amhancing relationships with customers

and other parties at a profit so that the objestnfethe parties involved are met

The concept of Relationship Marketing emerged withie broad areas of service marketing and
Industrial Marketing (Lemon et al. 2002). In an efincreasing competition, firms have
resorted to using Relationship marketing as aeiyato attract, maintain and enhance customer
relationship and build loyalty (Wood 2008). Relasbip marketing aims to establish maintain
and enhance relationships with customers so teablfectives of the parties are met. Customer
loyalty is considered to be a key factor in ordelathieve company success and sustainability
over time (Bansal et al. 2006). Developing custotogalty has been an objective traditionally

aimed at as this enables greater future purchasetion.

Due to increased competition today's companiesbagnning to understand the value that
customers, rather than the value the products gendor them. To retain these customers
companies are now striving to develop meaningfiati@nships with key customers and more so
to manage those customer relationships more preehict(Connoret al, 2004). Relationship

marketing therefore attempts to create a more timligersonalized brand experience (service) to

create stronger customer ties.

Kenya's commercial banking sector is poised foranagalignments on account of the stiff
competition that the sector is witnessing. Bankiaga customer oriented services industry;

therefore the customer is the focus and Relatipn8farketing the differentiating factor. To
1



enhance their relationships with select profitatilstomers, some commercial banks in Kenya
are now specifically targeting special segmentsustomers like Muslims, Women, Chamas,
Diaspora clients, Athletes etc. For instance, sbarks such as National Bank of Kenya (NBK),
Barclays Bank of Kenya (BBK) have special accouiats Muslim clients that are ‘sharia’
compliant. The Standard Chartered Bank also intedun the market Diva club account and
Diva chama account, the latter targeting womennirestment clubs. I&M Bank on the other
hand also introduced the Malaika account that ngeted at women. Recently BBK launched
Barclays Premier Life, formerly Barclays Prestigeiah are exclusive customer-centered outlets
targeting its high end valued customers. Banksvewmeking hard on maintaining customer
loyalty, demonstrated by how banks are seekingecloslationships with target customers.
Banks are seeking to understand fully their tacgstomers and create superior value for them in

order to achieve market competitiveness.
1.1.1 The Concept of Relationship Marketing

According to Doyle P and Stern P (2006), Relatigmsharketing is a long term continuous
series of transactions between parties which ocatnesn each trusts each trusts each to deal
fairly, reliably and helpfully. Traditional trang@&mn marketing focuses on the completion of the
transaction and the pursuit of maximizing profibs €ach transaction. Relationship marketing,
on the other hand, focuses on the establishmesttafg relationships and stable partnerships in
order to maximize the pursuit of the interests lbfagpects of the relationship. Relationship
marketing has therefore emerged as a popular neadigan due to shift in focus from customer
acquisition to customer retention (Sheth and Paaal995).

The concept of relationship marketing has evolvedaaresult of intense global and local
competition. Organizations have realized that ltergh mutually beneficial relationships are the
way forward. Gummesson (2004) a number of compaaiesoday shaping separate officers,
services and messages to individual customers basedformation about past transactions,
demographics, psychographics and media and distibpreferences. By focusing on the their
most profitable customers, products and channelsetfirms hope to achieve profitable growth
capturing a larger share of each customer's expgadby building high customer loyalty.



Relationship marketing is aimed at retaining ergtcustomers since attracting new customer

may cost up to 5 times more than retaining an iejstustomer.

Relationship marketing is not only at the custosewice point or at relationship manager level
but at every point in the organization. Customesse today become more knowledgeable,
sophisticated and assertive, with an increasingathenfor tailor-made and innovative products
and services. It is therefore crucial for banksh&we strong relationships with their evolving
customers, in order to ensure long term relatigpsshiith them. Commercial banks in Kenya are
now aiming at increasing the size of their custésngallet. They have realized the benefits from
lowered costs and increased profitability from litveg term relationships.

1.1.2 The Concept of Customer Loyalty

Oliver (1999) has described loyalty as a deeplyd ®mmitment to rebuy or patronize a
preferred product/service consistently in the fefuhereby causing repetitive same-brand or
same brand-set purchasing, despite situationalienfies and marketing efforts having the
potential to cause switching behavior. Customealkyyexpresses an intended behavior related
to the service or the company. This includes tkailhood of future renewal of service contracts,
how likely it is that the customer changes patrendgpw likely the customer is to provide
positive word-of-mouth, or the likelihood of custera providing voice. If real alternatives exist
or switching barriers are low management discovieesorganization's inability to satisfy its

customers via two feedback mechanisms: exit anceM@ronroos 2004)

Customer loyalty in banking has been a major cantepractitioners due to severe competition
and higher customer expectations. Customer loyalgonsidered a vital link and aspiration to
organizational success, profit and business pedono@ (Oliver, 1997; Gronroos, 2000). The
consumers that show the greatest levels of loyalisard the product, or service activity, tend to
repurchase more often, and spend more money. Toyed, customers do not only increase the
value of the business, but also enable businesstotain costs lower than those associated with
attracting new customers (Barroso and Martin, 198®)reover, loyalty rather than satisfaction

is becoming the number one strategic goal in talagmpetitive business environment (Oliver,



1999). One of the ways to enhance customer loyaltipanking is by focusing on offering

excellent services and meeting the needs of custome

1.1.3 Commercial Banks in Kenya

Banks in Kenya are either locally or foreign ownkeénya has 44 banks; 31 are locally owned
and 13 are foreign owned. The locally owned finahmstitutions comprise three banks with

significant shareholding by the Government of Kemayal State Corporations, 27 commercial
banks and one mortgage finance institution. In1®@0s the government introduced a number of
policy reforms aimed at a gradual liberalizationtloé¢ financial markets opening the banking
sector to unprecedented growth. As a result, tinibg sector grew to 33 commercial banks and
50 non-bank financial institutions (NBFIs) by 198k the end of 2009, this number amounted
to 46 banks with a total branch network of 500 (@edrBank of Kenya, 2009). Currently the

number stands at 44 due to mergers.

In the wake of the changing dynamics in the finaheservices sector, commercial banks in
Kenya have the uphill task of retaining key valustomers, acquiring new customers, building
their confidence and maintaining a robust finanp&tfformance. The banking sector is becoming
increasingly competitive in Kenya. This is partemly true since the number of banks has been
increasing over the years and all compete for #mescustomers. This calls for measures to
ensure that banks maintain good relations withrtobénts by increasing brand equity and
customer loyalty. There is an increased need farkdato differentiate themselves from
competitors at the augmented product level. One tlatythis might be achieved is to develop
longer-term relationships with their key custom@&anks ought to identify who their potentially
profitable customers are, understand their padrcaeeds and offer the customized services
needed to attract, retain and grow their relatigpsshwvith them in order to attain competitive

advantage.



1.2 Research Problem

Pelsmackeet al (2005), one of the trends in marketing today B ithcreasing importance of
building customer loyalty instead of attracting aslucing new customers. Traditionally banks
operated in relatively stable environment for desadout today the industry is faced with
increased competition from upcoming new banks amdaiinance institutions. Customers who
have traditionally been reluctant to switch banies row demanding for better services and are
willing to switch banks if they are offered betwgrvices elsewhere (Farquhar, 2004; Lam &
Burton, 2006).

In the banking industry the importance of relatidpsdevelopment and maintenance with key
customers has previously been investigated (Matlidll., 2002). Some of the benefits of strong
relationships with key customers include increagedfit through reduced risk, improved

communication links, and referrals (Hawke and Heff@, 2006) and an increase in customer
satisfaction leading to more loyal customers (Tyed Stanley, 1999). Further, studies of the
banking sector in different corners of the worldvdaghighlighted how the development of

effective relationships has led to increased custosatisfaction (Jamal and Naser, 2002) and
commitment (Abratt and Russell, 1999). Probablyrttest researched component of successful

relationships is the development of trust (Morgad Bunt, 1994).

In Kenya, relationship marketing concept has alsgceived a considerable focus from
researchers. Locally, various Scholars have rexiethie concept of relationship marketing in
different contexts. Kuria (2001) investigated thates of relationship marketing strategy in the
Kenyan banking sector. Njuguna (2003) did a studyhe use of relationship marketing strategy
by supermarkets in Nairobi. Chemutai (2006) diduavesy of the adoption of relationship

marketing strategies in the Cooperative Bank ofy@emanza (2010) did a survey of Customer
Relationship marketing practices among commercaikb in Kenya. From her findings it

emerged that loyalty oriented customer relationghigrketing activities are not enhanced in
most commercial banks in Kenya. Little research basn conducted to obtain a better
understanding of relationship marketing and custolmgalty in commercial banks in Kenya.

Thus the study aims to answer the following redegrestion; what is the relationship between

relationship marketing and customer loyalty in coencral banks in Kenya?



1.3 Objective of the Study

The objective of the study is to establish theti@hship between Relationship marketing and

customer loyalty in commercial banks in Kenya.

1.4 Value of the Study

It's expected that the study will be of importaatviarious audiences. Management and policy
makers of commercial banks in Kenya may use thdirfgs of the study in crafting of viable
strategies to assist in attaining and retaining &agtomers in the bank as well as remain
competitive in the industry. It is anticipated tiia¢ findings will help in come up with strategies

of improving the level of service quality.

Relationship managers and other practitionersenstirvice industry will also find the results of
this study useful. They may use the findings winl@ating the process of customer acquisition
as well as when offering financial services andis&lto the customers on the banks products.
From this they will be able to make informed demisi to evaluate the value of the customers,
and this will ultimately lead to good customersvgsx and low level customers switching to

other service providers.

Academicians, researchers and scholars will gaim fihis research. The academicians will find
the study useful as it will be used as an avenuduither research and also will contribute to
new knowledge. Researchers will use the study titndu their study in this area by reviewing

the empirical literature and establishing studysgayfill.



CHAPTER TWO
LITERATURE REVIEW
2.1 Introduction

The develomert of maiketing s influenced by tle development of theociety and itseconony.
Ngahu(1986, statesthat marketirg managment nust change taosuit the neds d the sogety. It
has to kep abreast of the changes keing experenced in the wider saety for it to maintain its
place and play its role in the sogieOver the past yeara major &ift has occurred in the way
marketers approach customefResearchers assert a pagadi shift from the traditional

marketing to relationship marketing (Gronroos 2000)
2.2 Theoretical Background

Gronroos (2000) contend that relationship markgtis a process where all marketing
activities are directed at establishidgyveloping, and maintaining successful long-term
relational exchanges. It is the process atracting, maintaining, and in multi-service
organizations enhancing customer relationshipsr{3983). Relationship marketing consists
of three important elements, namely planning androdling of customer satisfaction, building
and maintaining customer loyalty, and customer eahanagemer(Doyle, 2002) Customer
satisfaction is one of the important results ofgmseful marketing activity. Servidems
leverage relationship marketing to develop andivatk long-term mutual and beneficial
customer relationships (Huat al. 2006).

Customer satisfaction encompasses overall constutidiment and experience aboat firm’s
product or service (Oliver, 1999). It is one of theportant determinants of long-term
customer relationship. This study is based on twanntheories namely the social exchange
theory and the commitment-trust theory. The theosieek to explain the basis of Relationship
marketing

2.2.1 The Social Exchange Theory

A theoretical basis that explains the relationdigpween relationship marketing and customer

loyalty, customer satisfaction and value can bevdr&rom the social exchange theory. The
7



theory attempts to explain the nature of the retethips between service quality, perceived

value, satisfaction and loyalty. The theoreticabdelcadopted for this study was derived from the

social exchange theory (Homans, 1958), which pdisésall human relationships are formed by

the use of cost-benefit analysis and comparisomteimatives. Homans suggested that when an
individual perceives the cost of a relationshipwaighs the perceived benefits, then the person
will choose to leave the relationship. The theaustHer states that persons that give much to
others try to get much from them, and personsdkaimuch from others are under pressure to
give much to them. Social exchange theory indic#tt@s individuals are willing to maintain

relationships because of the expectation that teodwill be rewarding.

Social Exchange theory has served as a theorébigatiation to explain different situations in

business practices. It has contributed to the stidyrganization-stakeholder relationships and
relationship marketing. The investment model preposy Caryl Rusbult is a useful version of
Social Exchange Theory. According to this modelestments serve to stabilize relationships.
The greater the nontransferable investments a pd1@® in a given relationship, the more stable
the relationship is likely to be. The same investtreoncept is applied in relationship marketing.
The theory is appropriate for this study becauseis®e encounters can be viewed as social
exchanges with the interaction between serviceigen\and customer being a crucial component
of satisfaction and providing a strong reason tmtinuing a relationship (Barnes, 2007). Social
exchange theory attempts to account for the dewsdop, growth and even dissolution of social

as well as business relationships.
2.2.2 The Commitment-Trust Theory

The commitment-trust theory of relationship mankgtsays that two fundamental factors, trust
and commitment, must exist for a relationship tesbecessful. In other words companies must
develop both commitment and trust with the customeorder to successfully retain them.

According to Brink and Berndt (2004), trust is tbenfidence both parties in the relationship
have that the other party won't do something halrmofurisky. Businesses develop trust by

standing behind their promises. Commitment on tiierohand involves a long-term desire to
maintain a valued partnership. That desire causebusiness to continually invest in developing



and maintaining relationships with its customersodigh a series of relationship-building

activities, thus the business shows its commitrnt@itite customer.

In their white paper "Commitment-Trust Theory ofl®®nship Marketing," marketing experts
Robert M. Morgan and Shelby D. Hunt name threeaessvhy commitment and trust are so
important in Relationship marketing. It encouragesoperation between the two parties,
discourages companies from putting short-term radit@re clients in front of long-term clients
and also allows them to feel more comfortable tgkiisks knowing that the customer is
committed and trusts the company. Relationship etarf involves forming bonds with
customers by meeting their needs and honoring ctmenis. Rather than chasing short-term
profits, businesses following the principles ofatainship marketing forge long-lasting bonds
with their customers. As a result, customers ttinsse businesses, and the mutual loyalty helps

both parties fulfill their needs.
2.3 Empirical Literature Review

The relationship between the client and bank isi@rfced by the quality of the service the client
receives from the banks they operate with (Crostogl, 1990). Much emphasizes is therefore
placed on the need to maintain high service leswlse all the banks products are easily copied
and all the banks are competing for the same cuwswmAccording to Gronros (2000),
relationship marketing is the ongoing process antdying and creating new value with

individual customers and benefits of a lifetimeaggociation.
2.3.1 Relationship Marketing andCustomer Loyalty

Hawkins et al (2001) listed five key elements of relationshiprkeding; developing a core
service or product around which to build a custore&tionship, customizing the relationship to
the individual customer, augmenting the core sereicproduct with exa benefitspricing in a
manner to encourage loyalty, and marketing to epga@e so that they will perform for
customers.The primary goal of relationship marketing is toiltbuand maintains a base of
committed customers who are profitable for the nizgtion. Relationship marketing recognizes
that it is more profitable to retain and grow besis with existing customers than to keep

winning new ones and therefore has customer reteias its main objective. To build customer

9



loyalty, companies try to improve customer satisfe; which strengthens bonds by adding
more value to the core product (the product quaiiynproved; supporting services are included

into the offering and so on.).

According to (Gronroos 2000) customer satisfaci®mmone of the most important criteria for
customer loyalty. Customer satisfaction indicate® lvell a product use experience compares to
the buyers value expectations and the value expmtsaof competitorsCustomer lgalty
through one on one-customedationships is oa of the mat important eal assets wth
messurable long-term value for botharge and smaltompanies. According to Hkins et al
(2001) comnitted customersin a retail setting are developed by understandingtomer’s
desires at every stagétbe shopping process, from retail advertisemewmiuthin to disposition of
the products.Aevey stage the retailer needs to move custombeyond satisfaction through
delight and to affectionin a stug¢ conducted by Gabarino and Johngtf99) in a consume
envronmentin which customers renee highly smilar sewices like in the bankingsector, the
future intentions of low relational customers wasani to be druen by overall satisfaction
whereas the future intensions of the highly refaiaccusomers was found toddriven by trust

and commitment.

In today’s hypercompetitive environment decisiorkera must understand the various aspects
of relationship marketing as they are impeeatfor the effective relationship development
between the firm and the customer, and for impldémgneffective relationship marketing
strategies (Musa 2009). Jamal and Nasser (2002fspout that an increase in a retail bank’s
quality service results in an increased customyailtp and retention. Both product and service
quality are essential for customer satisfaction @atention. Their study of retail banking sector
in UAE found that service quality dimensions argartant drivers for customer satisfaction,
where core and relational dimensions of servicelityuare causal antecedents of customer

satisfaction
2.3.2 Relationship Marketing and Banking

Today's world is one where customers have a loptbns of product vendors, which makes for

a very picky customer. This means that customeve laa increasing rate of expectation and a

10



decreasing level of tolerance. These and other m#gotors like intense competition,
undifferentiated products have resulted in the nieedrelationship marketing. A number of
authors like Yavas et al, 2004; O’Loughlin et @&004; Lang and Colgate, 2003; Jamal and
Naser, 2002, have investigated the imperativeglationship marketing in the financial/banking
sector. Relationship marketing is a new paradigift ishmarketing theory and practice used in a
number of industries such as in service industryat¢quire and retain customers and most

importantly to build and maintain customer relasibip and loyalty (Gronroos, 2004)

The need for firms to remain competitive and susitgsn the long term has created the concept
of Relationship Marketing, that is, establishinggveloping, and maintaining successful
relational exchanges, which constitutes a majdt shimarketing theory and practice (Morgan
and Hunt, 1994). Relationship marketing emphas@meshe value of retained customers and
advocates that firms must be successful in retgitheir customers if they are to grow profits
and sales. Over the last few decades there hasabslift of the marketing theory and practice
from transactional-oriented marketing to relatieaaénted marketing. This is out a realization

that maintaining customers already acquired isdgp&nsive than acquired new ones.

The banking industry traditionally offers produetsd services that are simply commodities.
Essentially, there are little or no differentiatsom products and services banks offer to their
customers. However, where there is no differemtmtihere is no competition. Panda (2003)
asserts that because most of the core productssandces banks offer to customers are
commodities, it is difficult for them to competelo differentiate their products and services,
build long-term relationships, and gain competitigdge banks must embrace customer
relationship marketing strategy. Thus, these neadslead to growth in the implementation of
relationship marketing in banks and in financialveses. Abratt and Russel (2000) emphasizes
that long-term relationship is an importamurge of marketing strategy firms can deploy to

ward of competition and sustain profitability margjin the long run.

11



CHAPTER THREE
RESEARCH METHODOLOGY
3.1 Introduction

This section describes the method the researclpdiedpn carrying out the study. It includes the

research design, target population, instrumentiate collection and data analysis.
3.2 Research design

The researcher used cross sectional descriptiwands design. A cross sectional descriptive
survey was undertaken in order to ascertain andbbe to describe the characteristics of the
variable of interest in the study. A cross secticavey enables data to be collected across
several respondents at the same time (Cooper ahohdber, 2003). The research aimed at
offering a profile of the phenomena of interestinfra specific perspective. The research was
restricted to fact findings and the results weredus forming important principles of knowledge

and solutions to significant problems.
3.3 Population of study

The study had a population of 44 commercial baskissted by the Central Bank of Kenya as at
December 2013 (see appendix 3). The banks are ggdupCentral bank according to total asset
base with 12 being large, 19 medium and 13 beinglldmanks. This being a survey all the 44

banks were incorporated in the study.
3.4 Data Collection

The study collected data from all commercial baiksKenya. Respondents for the study
comprised the Corporate banking relationship marsage their equivalent, from each banks
head office in Nairobi. This therefore gave riseattotal number of 44 respondents. Research
guestionnaires were personally administered tagbpondents. The questionnaire had have four
parts; section A covered background informationthed bank, section B covered relationship
marketing strategies in commercial banks, sectiooo@red customer loyalty in commercial

banks and finally section D covered relationshigkeang and customer loyalty in commercial
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banks. The drop-and-pick method of distribution waed to administer the research instrument,
because of the need to collect detailed and welight out responses. The method offered the

respondents time and privacy to fill in the quastiaire at their convenience.
3.5 Data Analysis and Presentation

Both quantitative and qualitative techniques wesedu The data from the questionnaires was
coded and analyzed with the aid of Statistical Bgekfor Social Sciences (SPSS). The data
obtained from the research instruments was anallgyade of descriptive statistics; frequencies
and percentages, means and standard deviationsllagswnferential statistics; correlations and
one away variance analysis and regression of yasaEontent analysis was used to analyze the
respondents’ views about the nature and exterglafionship marketing and customer loyalty in
commercial banks in Kenya. The data was then pteden form of frequency tables, charts and

bar graphs.
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CHAPTER FOUR
DATA ANALYSIS,FINDINGS AND DISCUSSION
4.1 Introduction

This chapter presents analysis and findings okthdy. The purpose of the study was to analyze
and logically present the data collected by theaesher in the light of the objective. The data of
the study was gathered exclusively by use of qoesdire as the research instrument. The
guestionnaire was designed in line with the obyectf the study. The analysis is presented
inform of frequency distribution tables and expess&n terms of percentages, bar graphs and

interpretations to that effect.
4.1.1 Response Rate

Out of the forty-four commercial banks that weregéded, forty responded by returning filled
guestionnaires. This formed 92% response rate,hmigre considered adequate for analysis as

shown in the table below.

Table 4.1: Response Rate

Response Rate Frequency Percentage
Responded 40 92
Non-response 4 8

Total 44 100

Source: Author (2014)

To achieve the study objectives, respondents weesepted with a number of relationship
marketing practices and were required to score brpaint likert scale the extent to which the

adopted by the commercial banks.

4.2 General Information
4.2.1 Ownership structure

In this question the respondents were asked teatelithe ownership structure of their banks.

The results are as shown in the table below.
14



Table 4.2: Ownership structure

Ownership Frequency Percentage
Locally owned 34 85
Foreign owned 6 15
Total 40 100

Source: Author (2014)

The data above shows that the majority (85%) ofrélspondents indicated that their banks were
locally owned while 15% of the respondents said thair bank was foreign owned. It can be
argued most clients are likely to transact busingigk local banks due to the fact that the
majority of banks are owned locally. However, fgrebanks are likely to attract foreign clients

or clients with huge amounts of money becauseef gtability.

4.2.2 Length of operation

The question sought to establish the length th&kdduave been in operation in Kenya. The
findings are shown in the table below.
Table 4.3: Length of operation

Length of operations Frequency Percentage
Less than 10 years 10 25
10-25 years 18 45
26-50 years 8 20
More than 50 years 4 10
Total 40 100

Source: Author (2014)

The above data shows that the majority (45%) ofrélspondents said that their banks have been
in existence 10-25 years, 25% said that their bdrdd existed for less than 10 years, 20%
reported that their bank had existed for 26-50 y@ad only 10% indicated that their bank has
existed for more than 50 years. It appears theanthjority of banks had existed for 10-25 year.
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This can be attributed to the fact that the orgaions have been able to satisfy the needs of

their clients hence building customer loyalty.

50

45

40

35
30
25

B Frequency
20

M Percentage
15

10

5
0

Less than 10 10-25 years 26-50 years  More than 50
years years

Figure4.1: Length of operation

4.2 .3Current client base

To the studysought to find out the client basehaf banks that are operating in Kenya. The
results are as follows

Table 4.4: Current client base

Client base Frequency Percentage
Less than 1 million 5 12

1-5 million 32 80

6-10 million 3 8

More than 10

million 0 0

Total 40 100

Source: Author (2014)

The data in the table above shows that the ovemihgl majority (80%) of the respondents
reported that their banks had 1-5 million clierit2% indicated that their banks had less than 1
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million customers while 8% se that their banks have B3 million customers. None of the bar
had a customer base of over 10 million customengs finding suggests that the majority of -
banks have been able to attract many customers thear years of existence. This can
explained by the fact that the banks have given ingeatand thus switching cost could be F

due to loss of beneéitthat are given to custome

90
80
70
60
50
40
30
20
10

O .

m Frequency

m Percentage

Less than 1 1-5 million 6-10 million More than 10
million million

Figure 4.2: Current client base

4.3 Relationship marketing strategies in CommerciaBanks

4.3.1 Mission Statement
The study sought to knowhether thevarious commercial banks haaamission stateme

Table 4.5: Mission Statement

Response Frequency Percentage
Yes 40 100

No 0 0

Total 40 100

Source: Author (2014)
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The above data shows that all (100%) of the respatsdsaid that their banks have a mission
statement. It can be argued that all the banks taveloped a strategic plan which contains the
mission statement. This plan would help the bankseae a competitive advantage in the
banking industry. This is supported by the findirigsthe literature review that a mission

statement contains the core values that help 1d belationships with their customers

4.3.2 Content of the bank’s Mission statement

The study required the respondents to state the el@ments captured in the mission statements
that the bank

Table 4.6: Content in the bank’s Mission statement

Content in Mission Frequency Percentage
statement

Profitability 1 3
Family ties 0 0
Shareholder statistics 3 7
Social concern 8 20
Customer satisfaction 4 10
Service quality 24 60
Total 40 100

Source: Author (2014)

The above data show that 60% of commercial bank&imya have captured service quality in
the mission statement of the bank, 20% have captaceial concern, 10% have captured
customer satisfaction, 7% have captured sharehofdatistics and 3% have captured
profitability.
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Figure 4.3: Content in the Mission Statement

4.3.3 Relationshipmarketing in commercial bank:

The respondents were asked to indicate the d to which they agreed or disagreed w

statements related t@lationship marketing in commercial banks theestants focused ol

retaining and growing customer relations with existing customeyrsittracting new clients ar

developing new business,ciease of name recognition and awareness and yfieéfiective

communication. Théndings are shown belc

Table 4.7: Retaining and growing relationships withexisting client:

Cumulative
Frequency| Percent |Valid Percentf  Percent
Valid Neutral 4 9.5 10.0 10.C
Agree 6 14.3 15.0 25.C
Strongly Agred 30 71.4 75.0 100.(
Total 40 95.2 100.d
Missing System 2 4.8
Total 42 100.4

Source: Author (2014)
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The majority (75%) of the respondents strongly edréhat the banks have a keen interest on
client service and customer satisfaction. The nigjqB8%) agree that the bank encourages
cross marketing and cross selling of bank prodiactdients. Over half (60%) of the respondents
agreed that banks have adopted an open door polidg customers. 40% disagreed that the
banking hall is comfortable and relaxing for clenthis section have been used to shade more
light on what extent banks are working on retairamgl growing relationships with the existing

clients.

Table 4.8:Attracting new clients and developing newousiness

Cumulative
Frequency | Percent | Valid Percent Percent
Valid disagree 35 83.3 87.5 87.5
Neutral 5 11.9 12.5 100.¢
Total 40 95.2 100.d
Missing System 2 4.8
Total 42 100.G

Source: Author (2014)

The majority (83%) of the respondents agreed thak® work on introducing new products or
upgrade its current products to suit the market ©kerwhelming majority (95%) strongly
agreed networking is one of the means that ban&staugarget new clients and develop new
business for the bank. Below half (35%) disagreael bank encourages targeted business
development. The majority (87%) agreed the bankageg in marketing research in order to
keep up with market trends and have consumer inhsififis section sought to investigate

strategies banks are using to attract and devedapbusiness.

20



Table 4.9: Increase Name recognition and awareness

Cumulative
Frequency | Percent | Valid Percent Percent

Valid Neutral 4 9.5 10.0 10.G
Agree 24 57.1 60.0 70.0
Strongly Agree 12 28.6 30.0 100.d
Total 40 95.2 100.d

Missing System 2 4.8

Total 42 100.d

Source: Author (2014)

The majority (77%) agreed that banks use marketmmmunication tools e.g. Advertising,

sales promotions, trade show etc. to create ofymtodwareness for the various products that
they have to offer. An overwhelming majority (90%f)the respondents strongly agreed banks
recognize the value of brand and identity develaunier the purpose of awareness of the bank

and brand loyalty. Half (50%) of the respondentsead that the banks use public relations and

media relations as a means of reaching out to utdigs. Slightly over half (55%) of the

respondents strongly disagreed that banks engagemmunity involvement and development
as a way to reach out to its clients. With thislé@ar that banks are working on increasing name

recognition and awareness in order to build retesingps with their clients
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Table 4.10: Effective Communication

Valid Cumulative
Frequency| Percent| Percent Percent

Valid  strongly 8 19.0 20.0 20.G
Disagree
disagree 16 38.1 40.0 60.¢
Neutral 2 4.8 5.0 65.0
Agree 6 14.3 15.G 80.¢
Strongly Agree 8 19.0 20.G 100.4
Total 40 95.2 100.d

Missing System 2 4.8

Total 42 100.d

Source: Author (2014)

Below half (38%) of the respondents strongly disagr that the bank has well laid out
procedures for handling to customer complaints a.gall center. Below half (45%) of the
respondents strongly disagree that the bank hasngprehensive marketing data base and
information management system for data collectidmnciv enables collection of customers bio
data. The majority (73%) of the respondents stipuiggagreed the bank holds events for their
long standing customers’ e.g. golf tournamentsches, dinners with the senior team from the
bank in order to interact with the customers. Therahelming majority (95%) agreed that the
bank has a website where clients can get comprafeeinéormation on the bank and its products

4.4 Customer Loyalty in Commercial Banks

The respondents were asked to rate statementsdétatustomer loyalty in commercial banks.

1. Strongly Disagree2. Moderately disagree 3. Not sure. 4. Agree 5.Strongly agree

Table 4.11: Customer loyalty in commercial banks
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Loyal customers give positive word of mout@ 0 0 38 2

testimonies to others about this bank

Loyal customers do not intend to leave the bankGn 0 0 0 40
the future
As compared to other banks, customers are Io§al | O 31 9 0

with this bank

Customers of the bank are quick to take and|ude | 3 10 16 0

other products and services of the bank

D
o
=
o
=

Loyal customers find it difficult to switch to oth 38

banks because of what they get from this bank

The bank’'s achievement thrives on the solid 0 1 4 35

relationship it has with its customer

Source: Author (2014)

The overwhelming majority (95%) agreed that loyaktomers give positive word of mouth
testimonies to others about this bank. All (100%)he@ respondents strongly agreed that Loyal
customers do not intend to leave the bank in thedu The majority (78%) of the respondents
were not sure whether As compared to other banisgpmers are loyal with this bank. Below
half (40%) of the respondents agreed that Custoofetfse bank are quick to take and use other
products and services of the bank. The overwhelnmvagority (97%) strongly agreed loyal
customers find it difficult to switch to other bankecause of what they get from this bank. The
majority (88%) of the respondents strongly agrdet the bank’s achievement thrives on the
solid relationship it has with its customer.

23



4.5 Relationship Marketing and Customer Loyalty inCommercial Banks

In this section the respondents were asked to Btatethe service quality of the bank is unique
from other banks. The majority (81%) said that pmeducts were highly differentiated, 68%
reported that the services were customized tacssibomer needs and others (50%) indicated that

the services were cost effective.
4.5.1 The relationship between the bank and bankieints

The study sought to find out the relationship betmvéhe bank and its clients. The results are

shown on the table below.

Table 4.12: Relationship between the bank and bandlients

Classification Frequency Percentage
One-time/transaction based 12 30
On-going relationship 28 70

No relationship 0 0
Total 40 100

Source: Author (2014)

The data in the table above shows that the maj@ri@fo) of the respondents said that the
relationship between the bank and clients is omgon nature while 30% indicated that the
relationship is one-time transaction based. Fosg¢heho said that it is an on-going relationship,
it can be attributed to the fact that the cliemtsacount holders in the bank. For those who said
it was a one-time transaction, the clients mightlhaving bank accounts and could either be

depositing cheques for other people, withdrawingi@yoor making enquiries.
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Figure 4.4: Relationship between the bank and bank clients

4.5.2 Client relations and loyalty

The study sought to find out if a client’s relatowith the bank lead to customer loyalty. The

results are shown on the table below.

Table 4.13: Client relations and loyalty

Response Frequency Percentage
| don’t think so 0 0

| think so 39 98

Not sure about this 1 2
Total 40 100

Source: Author (2014)

The data above shows that the majority (98%) ofrélspondents indicated that they agreed that
client relationship led to loyalty and only 2% weret sure whether or not client’s relation with

the bank led to loyalty.
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4.5.3 Has Relationship marketing improved customeloyalty?

The study sought to find if the adoption of Relasbip marketing has improved customer

retention and customer loyalty in commercial barike results are shown on the table below.

Table 4.14: Has Relationship marketing improved cusmer loyalty

Response Frequency Percentage
Yes 37 93

No 3 7

Total 40 100

Source: Author (2014)

As shown in the table above, the majority (93%)eadr that relationship marketing has
improved customer loyalty and 7% disagreed thaiticgiship marketing has improved customer
loyalty.
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CHAPTER FIVE

SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter provides the summary of the findimgsnf chapter four. The chapter also gives the
conclusions and the recommendations of the studgdan the objective of the study. The
objective of this study was to establish the rel&hip between Relationship marketing and

customer loyalty in commercial banks in Kenya.
5.2 Summary of the Findings

Relationship marketing has become one of the hgstoaches that an organization can adopt
with the aim of building relationships with its ¢asiers and maintaining their loyalty. The aim
of exceeding customer expectations and ensure mesteatisfaction is best achieved through
Relationship marketing. Improved Relationship mane greatly helps an organization to
remind customers of their importance and assunm thiethe best thus winning their trust and
increase their loyalty. From the findings, 48% @agrethat relationship marketing affects
customer loyalty to a great extent, 26% agreed téktionship marketing affects customer
loyalty moderately, 16% said that relationship neting affects customer loyalty to a small
extent and 10% said that the factor affects toxterg. From this data, it can be concluded that

relationship marketing affects customer loyaltytiarge extent.

The study found that banks have various relatignstrategies that are used to retain and grow
relationships with existing clients, attract newewts and develop new business, increase name
recognition and awareness, and effective commuaitdietween the bank and its clients. The
study went further to look into elements that emage customer loyalty and how to know if
customers are loyal to the organization. This wasight out through positive word of mouth,
customers not intending to leave the bank, quidiegp of new products that the bank
introduces, difficulty in switching banks and bartkgving on the solid relationship it has with

its customers. With this in mind the study foundtttihe majority (93%) of corporate relationship
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manager in commercial banks in Kenya agreed thitioaship marketing has improved
customer loyalty in banks and 7% disagreed thaticglship marketing has improved customer

loyalty.
5.3 Conclusions

The findings indicated that the banks, to a largeerd, have adopted relationship marketing
practices that range from entering into one-to-cammunication with customers up to and
including ensuring adherence to laws and regulatigoverning the conduct of business and
maintaining high ethical standards. The study figdialso revealed that commercial banks have,
to a large extent, adopted customer satisfactiaotiges. Key among them is that he banks strive
to provide a range of quality products, appropriatthe customers' needs (mean score-4.09) and
being speedy and efficient in handling customer gamts (mean score-4.06). With respect to
the second objective, the study findings showed #flathe relationship marketing practices
presented to the respondents were, to a large texterceived to have an effect on customer
loyalty. It was observed from the findings that mo&the practices had mean scores ranging
between 3.00 and 3.99, and only two had mean socb#e80 and above.

5.4 Recommendations

Analysis from the study findings indicated that &&nship marketing affected customer loyalty.
Thus the researcher recommends that commerciaklsduld come up with strategies that are
realistic, measurable, well understood, all inalasand easy to implement at all levels of the
organization. The study recommends that for orgdmas to enhance its customer loyalty, it
should enhance its customer service quality in rotdeensure customer satisfaction. Customer
satisfaction can be enhanced through reducingmggiime in banking halls, resolving customer

complaints in a timely manner and effective comration with its customers.

Commercial banks should also desire to involvekifne persons in the business set up who in
most instances are the employees. This would im toput more meaning during the
implementation process. Training should be enhartoednprove on the performance of the
employees through taking them to seminars or hgldiarkshops for them to learn more on the

necessary operations pertaining the well-beinghefdompany. Training is important in every
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commercial bank in order to attain compliance. Caruial banks should study their

competitor’s strategy to be able to deal with stdmpetition. Adopting a competitive advantage
approach may be offering differentiated products #atisfy the target customers better than the
competitors. Also targeting different markets tloher competitors have not ventured and

producing variety of products/services so thatamustrs are lost for choice.

Employees should be empowered and well trained $o0 affer exceptional services. In order to
empower employees, it is recommended that the coniahdanks adopt a service recovery
approach which seeks to give employees some autpsaoh that they can attend to customer
issues without seeking the intervention of managgmEransport commercial banks can also
establish a fully-fledged relationship marketingarte that is mandated to train staff and
administer relationship marketing issues. Quakiywige means happy customers and guaranteed

repeat business.
5.5 Suggestions for Further Study

This study has explored the relationship betwedati®aship marketing and customer loyaltyin
commercial banks in Kenya. There are various factbat may have a direct bearing on the
study but were not the focus of this study. It herefore suggested that further studies be
conducted to establish the effects of market lilzeaon on relationship marketing. Further it is
suggested that further study be conducted to find the relationship between modern

technology and relationship marketing in commeroaiks in Kenya.
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APPENDIX 1
Letter of Introduction
Sylvia Nyatichi Momanyi
University of Nairobi, School of Business
P.O Box 30197 - 00100
Nairobi.

Mobile Number; 0722 997690

Dear Respondent,

RE: Collection of Survey Data

| am a post graduate student at University of Nmjr&chool of business pursuing a Master’'s
degree inMsc. Marketing — Brand and Sales ManagerRant of this course entails undertaking
a research study in order to fulfil the requirersesftthe degree programme

My research topic iISRELATIONSHIP MARKETING AND CUSTOMER LOYALTY IN
COMMERCIAL BANKS IN KENYAN” This is to kindly request you to assist me collbet

data by filling out the accompanying questionnaire.

The information you provide will be used exclusivér academic purposes and will be treated

with total confidentiality. This will not take motean ten minutes of your time.

Your co-operation will be highly appreciated

Sylvia Momanyi

D65/61590/2013



APPENDIX 2

Research Questionnaire

Instructions

This questionnaire is designed to provide general information about Relationship Marketing and
Customer Loyalty in Commercial Banks in Kenya. Your department has been selected for this study. Be

assured that your answers are confidential. Please answer all the questions in the questionnaire.

SECTION A; Background Information

Please select the correct option (Tick as applicable)

1. What is the name of the current bank you are working for?

2. What is ownership structure of the bank?

Locally owned Foreign owned

3. How long has the bank been operating in Kenya?

Less than 10 year 10-25 years

26-50 years More than 50 years



4. What is the current client base for the bank?

Less than 1 Million 1-5 Million

6 - 10 Million More than 10 Million

Section B; Relationship marketing strategies in Commercial Banks

1. Does your bank have a mission statement?

Yes No

2. Which of the following are captured in the banks mission statement

Profitability Family ties
Shareholder statistics Social concern
Customer satisfaction Service quality

3. The following statements relate to relationship marketing in commercial banks.



In your fair view, kindly rate them on the given scale with the reference to your bank.

Please tick the correct answer in each section:

1. Strongly Disagree 2. Moderately disagree 3. Notsure. 4. Agree b5.Strongly agree

Retaining and growing Relationships with existing clients

The bank has a keen interest on client service and customer satisfaction

The bank encourages cross marketing and cross selling of bank products

to clients

The bank has adopted an open door policy to its customers

The banking hall is comfortable and relaxing for clients

Attracting New clients and Developing new business

The bank works on introducing new products or upgrade its current

products to suit the market

Networking is one of the means that the bank uses to target new clients

and develop new business for the bank

The bank encourages targeted business development




The bank engages in marketing research in order to keep up with

market trends and have consumer insight

Increase Name recognition and awareness

The bank uses marketing communication tools e.g. advertising, sales

promotions, trade shows etc. to create of product awareness

The bank recognizes the value of brand and identity development for

the purpose of awareness of the bank

The bank uses public relations and media relations as a means of

reaching out to its publics

The bank engages community involvement and development as a way

to reach out to its clients

Effective Communication

The bank has well laid out procedures for handling to customer

complaints e.g. a call center

The bank has a comprehensive marketing data base and information
management system for data collection which enables collection of

customers bio data

The bank holds events for their long standing customers’ e.g. golf
tournaments, lunches, dinners with the senior team from the bank in

order to interact with the customers

The bank has a website where clients can get comprehensive

information on the bank and its products




Section C; Customer Loyalty in Commercial Banks

1. The following statements relate to customer loyalty in commercial banks. In your fair view,
kindly rate them on the given scale with the reference to your bank clients. Please indicate the

extent to which you agree with the

1. Strongly Disagree 2. Moderately disagree 3. Notsure. 4.Agree 5.Strongly agree

Loyal customers give positive word of mouth testimonies

to others about this bank

Loyal customers do not intend to leave the bank in the

future

As compared to other banks, customers are loyal with

this bank

Customers of the bank are quick to take and use other

products and services of the bank

Loyal customers find it difficult to switch to other banks

because of what they get from this bank

The bank’s achievement thrives on the solid relationship

it has with its customer




Section D; Relationship Marketing and Customer Loyalty in Commercial Banks

1. How is the service quality of your bank unique from that of other banks?

2. How would you classify the relationship between your bank and bank clients?

a) One-time/ transactional based

b) On-going relationship

c) No relationship.

Others, please specify

3. Do you think a client’s relations with your bank lead to loyalty to the bank?
a) ldo not think so
b) Ithink so

c) Not sure about this

4. Has the adoption of Relationship marketing improved customer retention and customer loyalty

in your bank?



Yes No

Describe Briefly

Thank you for your time and cooperation.



APPENDIX 3

List of Licensed Commercial banks in Kenya

1. ABC Bank (Kenya) 23.Giro Commercial Bank

2. Bank of Africa 24.Guardian Bank

3. Bank of Baroda 25.Gulf African Bank

4. Bank of India 26.Habib Bank

5. Barclays Bank Kenya 27.Habib Bank AG Zurich

6. CFC Stanbic Bank 28.Housing Finance Company of Kenya
7. Chase Bank Kenya 29.1&M Bank

8. Citibank NA Kenya 30. Imperial Bank

9. Commercial Bank of Africa 31.Jamii Bora Bank
10.Consolidated Bank of Kenya 32.Kenya Commercial Bank
11.Cooperative Bank of Kenya 33.K-Rep Bank

12.Credit Bank 34.Middle East Bank Kenya
13.Development Bank of Kenya 35. National Bank of Kenya
14.Diamond Trust Bank 36.NIC Bank

15. Dubai Bank Kenya 37.Oriental Commercial Bank
16.Ecobank Kenya 38.Paramount Universal Bank
17.Equatorial Commercial Bank 39.Prime Bank Kenya

18. Equity Bank 40.Post Bank of Kenya

19. Family Bank 41.Standard Chartered Bank Kenya
20. Fidelity Commercial Bank Limited 42.Trans National Bank
21.First Community Bank 43.United Bank for Africa

22.GT Bank 44 Victoria Commercial Bank



