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ABSTRACT

The development in the banking industry in the present age are fast changing and at the same
time taking an aggressive posture whereby success in the industry is only for the most
aggressive and innovative operators in the game. The dramatic changes taking place in the
industry have further hardened the competition, therefore making it intensive and a survival of
the fittest. The zero sum nature of the competition resulting from the interactors of complex
environmental factors such as political, social, cultural and economical, all operate to influence
the operators in the industry. Banks whether commercial or merchant, big or small, government
or private-owned, cannot be stagnant in their operations especially in the area of rendering
services to the public. But as a necessity has to strive to keep pace with the changes in the
industrial competitive environment.

As a result of the generic environmental influences, most banks are involved in the practice of
strategic marketing in order to achieve their desired objectives. For example, most of these
new generation banks are adopting aggressive marketing strategy as an optimum strategy to
reach to their customers. This objective is achieved if bank management can find out the needs
and wants of their target customers and at the same time, fashioning out products and services
to meet the needs of these target customers at a profit to the bank. In the present day, banks
especially First Bank of Nigeria Plc practice strategic marketing in diverse ways such as in new
product development, by providing special incentives to stimulate customers' patronage.

Gone are the days when banks rely heavily on their capital base as a prerequisite for
customers' patronage. The idea of marketing is to tell people about the product on sale, the
benefits and the reasons why the product is preferable to others. Therefore, for any bank to
achieve appreciable degree of success in the banking sector in Nigeria competitive business
environment, it must devote a lot of time, personnel and money to seek and service their
customers satisfactorily more than their competitors.

The central focus in the project is to ascertain the effectiveness of marketing of banking
services in a competitive environment using First Bank of Nigeria Plc as a case study. The
Bank as one of the banks in the industry, has developed and introduced some technologies in
the banking sector especially in areas of customer services, efficiency and general operations
to stimulate staff to put in more efforts towards her customers satisfaction which is the
foundation for her existence.

It is indisputable fact that the industry is so competitive that survival is for the fittest, therefore
achieving the objectives of any bank, especially First Bank in the set up, and at the same time
meeting up the demands of teeming customers, is not mere practicing the banking business.
That is, it goes beyond the mere banking operations, it includes carving out marketing
strategies to get to and maintain their target customers and attract prospective ones.

vii



Furthermore, major strategic marketing policies of the bank will be reviewed and the
advantages and the disadvantages of the schemes will be stated. Thus, the findings are likely
to be of high value to both the bank and her customers in general and marketing students in

particular, because of its literary contribution to knowledge.
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1.0

CHAPTER ONE

BACKGROUND OF THE ST
Marketing is vitally important to the success of any organization as well as banks as it

covers all business activities that direct the flow of goods and services from the producer
to the consumer or user {customers).

In the recent years, marketing is making a fremendous change in the business world, the
banking business inclusive, as the Nigerian business environment is becoming more
competitive. The dramatic changes constantly being experienced has further made the
banking business operation more challenging and even more competitive. These
changes, usually resulting from the interactions of complex environmental factors such as
political, social, cultural, economic forces as well as religion, operate to influence the
people in all aspecis of their existence. Therefore, every organization, whether big of
small, private or public cannot afford to be stagnant in its general operations, especially
marketing, but as a necessity, has to keep pace with the changes in the environment.

Banking institution which is primarily a financial industry, operated by human resource for
the benefit of the general public and the banks themselves engage in commercial trading
of customer services, which range from less complex to highly complex with the global
economic transformation. Traditionally, marketing as a management process was of
relatively little importance to the banking institution. Banks only occupied the position as
financial intermediaries between depositors and users of investment funds and also as
catalysts of the economy. However, because of the ever increasing competition in the
business environment, the Nigerian banks, in order to survive and ensure relevance in
the highly competitive environment, compete in the market place by using marketing
strategies that would single-handedly provide quality services to customers, price the

services appropriately as well as promote such services towards satisfying their
customers.

The competition, which arose as a result of the influence of Structural Adjustment
Programme (SAP), has become tjffer and tougher. Banks would not only compete with
each other, but also with non-financial institutions and semi-financial institutions while
provide related services. Thus, with these activities, the banks no longer just bffer a place
to take out, pay in and borrow money, but offer high quality service delivery.

The Nigerian banking environment had become more open, freer and more competitive
since the deregulation of the banking sector. The programme encouraged and enhanced
competliion among the banks and brought some developments which includes;
liberalization of bank licensing by government policy, changes in the foreign exchange



policies of the government to encéurage competition in the banking industry, deregulation
of the interest rate.

Subsequently, it is on the basis of competitiveness that marketing of banking services
can become meaningful and relevant in the country, Nigeria. With greater competition,
more quality services and customers, success in banking business requires this adoption
of marketing orientation.

The marketing (customer) orientation is a very important foundation stone of all sectors in
the economy, the financial services sector, inclusive. It gives the clear insight of the
markets in which banks operate with a view to developing and producing quality services,
which would satisfy customers’ needs and wants. Thus, it is imperative for all financial
services industries to strongly adopt this aspect of the marketing concept. Though it is
evident that the approach towards the adoption of the marketing concept by the financial
service industry, especially banks has been a slow one, but due to the ever changing and
dynamic environment or increasing competition in the banking environment, the reverse
s the case, that is, banks are swiftly adopting the marketing philosophy, developing some
aggressive marketing strategies or merchandising techniques to develop, promote and
deliver quality services towards customers satisfaction by meeting their demands.

In the nutshell, as the content of this research work unfolds, an attempt shall be made to:
look at the application of the marketing activities in the commercial banking business in
Nigeria; assess the effect of the Structural Adjustment Programme and government
legislation on the banking activities; unfold marketing strategic moves the commercial
banks can employ to enjoy customers satisfaction as well as other conditionalities for
operating as commercial banks. These marketing strategies would help the commercial
banks to effectively market their services successfully and with courtesy and this in turn
enhance the corporate image of the banks as well as the general development in the
Nigerian economy.

1.1 STATEMENT OF PROBLEM
Banking, as a service provider, has been faced with series of criticisms by experts as
armchair banking, since the economic reform programme (SAP) in 1986. This is as a
result of the reluctance of the banks in adopting and employing marketing strategies,
appreciating marketing concepts and functions in the banking business. Thereby, making
marketing in banking difficult to achieve. Their perception of marketing in the banking
business is narrowly centered around cheap and or cost free deposit mobilization for
investment into the highest yielding ventures. However, in the present competitive
environment, marketing of banking services goes beyond this shallow end. Therefore, it is
expedient for banks in order to survive in the present age and in the new millennium to



design and employ certain unique marketing strategies and merchandized techniques for
a purposeful and customer-oriented approach to the banking business.

Banking as a profession engages in service marketing business and as sellers of
financial services, banks have two goals to achieve in the marketing approach. These
include the mobilization of deposits through various accounts like; saving, current, fixed,
demand depaosit accounts & making maximum profit from investment of these funds.

in ensuring competition in the banking environment, it is imperative for the banks to adopt

the marketing orientation and apply the marketing tools in order to survive and be

successful providers of financial services. Hence, in the course of this research work, the

following problems would be investigated and they include: -

(i) Inadequate quality banking services;

(i) Lack of innovation on the part of the banks in packaging and delivery of their
services;

(i) Customers’ (dis)satisfactory responses at the manner banking services are offered;

(iv) Inadequacy of bank facilities to make customers comfartable; etc.

1.2 AIMS AND CTIV FTH

Marketing of Banking services in Nigeria has become so complex and sophisticated that
individual bank has to adopt various tactics and sfrategies as a master approach to
winning new prospective customers and at the same time maintaining the corporate
loyalty of the existing customers. The competitive nature of banking industry has made it
a battlefield where survival is the fittest and thus, most innovative banks in the industry
survive such competitive pressures. The choice of banking services has developed {o a
stage where banks are becoming more aggressive both in their thinking and operations.
Gone are the days when bank managers confirmed themselves in their offices waiting for
customers to come, but nowadays managers do a lot of promotional selling that is,
“personal selling” to win a customer. The idea of creating a marketing department in the
organizational structure of a bank is to intensify the aggressiveness and efforts toward
meeting the needs and wants of their customers.

The objective of this research work is to scrutinize the roles and functions of marketing in
the commercial banking industry with much emphasis on First Bank Nigeria Plc and the
marketing strategies adopted and implemented by the Bank for speedy service delivery.
The examination of the role of marketing in the banking industry will include the following;
(i) Strategies used in marketing of banking services,

(i) The similarities between the marketing of banking services and that of tangible

products;
(iii) The application of marketing activities in the banking services.



(iv) Suggestion on the best and efficient ways of marketing banking services in a
compelitive environment.

1.3 JUSTIFICATION OF THE STUDY

Competition is the key word in the Nigerian banking environment in the recent years. The
recent dramatic changes that are constantly experienced in the banking operating
environment as well as the economy in general has brought about an era of tough
competition. These changes of developments, which the Nigerian economy witnessed,
resulted from the adoption and implementation of Structural Adjustment Programme
(SAP) in September 1986 and this has continuous and direct bearing on the banking
industry. These changes and developments tended to encourage deregulation of the
financial sector which resulted in increase in the number of operating banks in the country
and liquidity mop up exercises of the Central Bank of Nigeria (CBN).

Further, some developments, which geared up competition, are as follows;

(1) Liberalization of bank licensing by government

(2) Deregulation of interest rates.

(3) Introduction of foreign exchange market (SFEM/FEM/IFEM).

(4) Removal of government and government agency deposits from all other banks to the
Central Bank of Nigeria (CBN).

(5) Use of foreign currency denominated guarantees for Naira credit facilities by banks in
Nigeria was prohibited.

(6) Use of stabilization securities by the CBN to mop-up excess liquidity.

(7) Use of prudential guidelines by government to control the quality of services in terms
of loans and advances granted by banks in Nigeria.

The programme has successfully engineered the banks to plan strategically, make some
innovative moves with a view to ensure continued survival of banks in the competitive
environment.

1.4 RESEARCH METHODOLOGY
Two methods were used in the course of collecting information and data for this research
work and they include: Primary source and Secondary source.

Primary source involved the use of interviews with the First Bank management staff,
while guestionnaires were distributed to other staff as well as customers of the Bank
where their views were obtained as regards the services offered by the bank and the
manner at which the services were offered.

The secondary source involved data collection from internal records e.g. textbooks
journal, annual reports efc.



Moreover, data analysis was based on data and information supplied through personal
interviews and questionnaires and also from secondary source. From this, descriptive
and mathematical analyses were made in form of calculation in tabular forms and figures.

1.5 SCOPE STUDY:
This research work is centered on marketing of banking services in competitive
environment with focus on commercial banking in Nigeria, because of its operation in
retail marketing business which largely affects the lives of the average man in the society
and whose impact is far-reaching than those in the investment banking business.

Special reference is made to First Bank of Nigeria (CBN) Plc, as a case study of this
research work. The bank would be expected to provide all the necessary data required,
sufficient enough to give meaningful inferences about banking services in Nigeria
considering the fact that Nigeria operates branch banking and networking systems which

goes with uniform operating system in all the units and, or branches throughout the
country,

1.6 LIMITATION F THE STUD

The major constraint of this research work was as a result of paucity of relevant and
current literature.

The other constraints encountered during the research in relation to data collection were
the uncooperative attitude of the bank officials and access to official documents. Also
include secrecy and bureaucratic procedure, shortage of funds and time.

1.7 A PTI AND HYPOTHESIS:

This research work is based on the following assumptions;

(i) Every organization has an objective to achieve. This objective may be clear or vague
in interpretation

(ii) The competitive nature of the banking industry has made it a fight for the survival of
the fittest.

(iii) The primary objective of First Bank of Nigeria Plc is to satisfy her existing and
prospective customer at a profit.

(iv) In a banking industry, customers’ loyalty is won and maintained, only when he/she is
satisfied with services offered by the bank.

In accordance with the chosen method and base on the above assumptions, the following
hypotheses are made:

HIl:  First Bank Plc is the best commercial bank in the country from any perspective.

HO: First Bank Plc is the best commercial bank in the country from any perspective

HI:  FBN has the highest number of customer in the banking industry.



HO: FBN has the highest humber of customer in the banking industry.

HI: The bank services to customers are second to none in the industry.

HI:  The financial status of the bank is as a result of aggressiveness and quality services
offered to customers.

HO: The financial status of the bank is as a result of aggressiveness and Quality
services offered to customers.

HI:  Money transfer system of the Bank i.e. “Western union money transfer” is the
fastest, convenient and secured means of remitting money to families from abroad.

HO: Money transfer system of the bank is not the fastest, convenient and secured
means of remitting money to families abroad.

1.8 DEFINITION OF TERMS.
BANKING: The Banking Act of 1969 defined banking business as ‘“the business of
receiving monies from outside sources as depositors irrespective of the payment of
interest, and the granting of money loans and acceptance of credits or the purchase of
bills and cheques or the purchase and sales of securities for account of others or the
incurring of the obligation to acquire claims in respect of loans prior to their maturity or the
assumption of guarantees and other warranties for others or the effecting of transfers and
clearings and such other transactions as the commissioner may, on the recommendation

of the Central Bank, by order published in the Federal Gazefte designate as banking
business.

BANK CUSTOMER: in Nigerian context is that person who must have opened an account
with the bank and has at least one transition on the account.

PERSONAL CUSTOMERS: are mainly workers whose salaries and wages are paid direct to
banks for the credit of their accounts. Other categories of personal customers are
pensioners and students who receive cheques for their maintenance.

BuSINESS (CORPORATE) CUSTOMERS: are primarily corporate organizations, ranging
from the sole trader (entrepreneur) to partnership and to public and private limited liability
companies.

HYPOTHESIS: this is a tentative and testable explanation, usually in a declaration form of
relationship between variable either general or specific.

AssumPTION: this is a tentative and testable opinion of an individual concerning a
phenomenon.

RESEARCH: Research is simply the process of arriving at dependable solutions to
problems through the planned and systematic collection, analysis and interpretation of
data.
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2.1

CHAPTER TWO
LITERATURE REVIEW:

INTRODUCTION.

This is one of the interesting part of the project work. This is because the chapter
contains all the vital literature definitions and extracts from the research work of some
authors, which formed the bulk of the study.

In this, chapter, many textbooks in marketing would be consulted, a comprehensive
review of literature is widely delivered to be an essential ingredient in the development of
knowledge through research. The significance of the literature review derived from the
basic belief among researchers that the more one knows about the methodologies,
findings and conclusions to one's area of research solutions to one's problems is visible.

MARKETING - WHAT IS IT ALL ABOUT?

Most people, including some business managers say that marketing means “selling” or
‘advertising”. It is true that these are parts of marketing, but marketing is much more than
selling and advertising. Marketing is a set of activities, which provides needed direction
for production and helps to ensure that the right goods or services are produced or

performed and find their way to consumers. Thus, it is enough to see that marketing plays
an essential role in providing consumer with need satisfying goods/services.

Marketing, from all indications, relates to production and neither of the two must be left in
isolation, as it is obviously practised in the business organization in the recent years,
whereby people overrate the importance of production in relation to marketing, thinking
that once you just have a good/service your business will be a success. This is not so,
because, bath marketing and production are simultaneously important parts of a total
business system aimed at providing consumers with need-satisfying goods and services
and together, they provide the four basic economic utilities — form, time, place and
possession utilities that are needed to provide consumer satisfaction. See figure 2.1.
Here, utilities mean that power to satisfy human needs.

Fig 2.1: of Utility and how they are provid
R Provided by production with
Valueutttl\’gt .come Form } guidance of marketing.
from satisfying - Time
human needs
Place Provided by markeling
Possession

Source: McCarthy & Perreault Jr. (1990); Basic Marketing: A Managerial Approach, Irwin Inc, USA.



219

Form Utility: Is provided when someone produces something tangible, for instance,
tennis racket. But just producing tennis racket doesn't result in consumer satisfaction.
The product must be something that consumers want or there is no need to be satisfied.

This is how marketing thinking guides the production side of business. Marketing
decisions focus on the customer and services to produce. It doesn't make sense to

provide goods and services consumers don't want when there are so many things they
do want or need.

Even when marketing and production combine to provide form utility, consumers won't be
satisfied until possession, time and place utilities are also provided.

Possession Utility: this means obtaining a product and having the right to use or
consume it. Consumers usually exchange money or something else of value for
possession utility or satisfaction.

Time utility: means having the product available when customer wants it.

Place utility: means having the product available where the customer wants it. For
instance, Tennis rackets that stay at a factory does not amount satisfaction just by its
production until concerted effort is made to get it to its consumers.

Time and place utilities are important for services too. For example, banking industry has
become recently popular- for bank services to amount to providing satisfaction, the siting
of operating offices should be recessable and operation time should be made convenient
to existing and prospective customers. This is why recently most banks introduced
Saturday banking.

Stated simply, marketing provides time, place and possession utilities. It should also
guide decisions about what goods & services should be produced to form utility
(satisfaction).

DEFINITIONS OF MARKETING:

There are several ways to consider the subject marketing, so, there are also a number of
ways to define the ierm itself. Because for most people marketing has a business
connotation, it is best to begin by discussing marketing from a business perspective.

In a business firm, marketing is what brings in the revenue. Marketing generates the
revenues that the financial people manage and the production people use in creating
products or services. The challenge that faces marketing is to generate those revenues
by satisfying consumers’ wants at a profit and in a socially responsible manner.

The American Marketing Association (AMA) also defines marketing as:



“The performance of business activities that direct the flow of goods and
services from producers to consumers or user’.

This definition includes the marketing of services— intangible “Products” that are usually
consumed immediately such as entertainment, lodging or transportation.

The definition is also applicable to marketing of money, financial services and insurance.
Certainly, a bank must market its services and some even have special marketing
departments. Banks use many modern merchandising techniques to encourage people to
open accounts and to rent money to them for a price, (called interest). Securities (stocks
and bonds) are also marketed aggressively.

William .J. Stanton (1978) gave his own definition of marketing as:

‘A total system of business activities designed to plan, price, promote and
distribute want-satisfying goods and services to present potential customers”

It would be seen from the above definition that marketing covers all business activities.
However, the marketing manager is not concerned with the manufacturing process, but
only responsible for the type of goods that are produced, the time of their production and
how, when and where the goods are delivered to the consumers with a view of meeting
the demands of the customers. In other words, the marketing manager or division is
directly responsible for such activities as; selling, advertising, transportation and
promotion, and indirectly responsible for production and accounting.

Nonyelu G. Nwokoye's (1987) definition of marketing involves economic goods and
services and is ultimately concerned with satisfying human economic needs. According to
him, marketing is;

“Set of activities that facilitates exchange transactions involving economic
goods and services for the ultimate purpose of satisfying human needs”.

The activities implied in this definition include product design, development, production,
branding, package, distribution and promaotion.

Philip Kotler (1981) sees marketing as;

“Human activity directed at satisfying needs and wants through exchange
processes”.

This means that human activity, which leads to the satisfaction of consumers’ needs and
wants by means of exchange is marketing. Therefore, marketers must recognize and
understand consumers’ needs and wants and then determine how best to satisfy them.
Satisfaction becomes available through the process of exchange in society.

Marketing as applied to banking has also been defined by Lord Frederick Seebohm,
given by Hanson (1982) as;

“Identifying present and future markets for service; selecting which markets to
serve and identifying customers needs within them; setting long and short-term
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goals for the progress of existing and new services; and managing the services

so as to persuade customers to use them at a profit and controlling our success

in so doing".
This definition has been made for bankers in the same phraseology now used in the
marketing world in general: the marketing mix (4Ps) which includes; product, place,
promotion and price.

McCarthy and Perreault (1990) see marketing as existing at two levels: “micro level” and
the "macro level”. The first looks at customers and the organizations that serve them. The
second takes a broad view of whole production distribution system. Thus, they defined
marketing as,

“‘Both a set of activities performed by organization and a social process”.

Micro-marketing according to McCarthy and Perreault is the performance of activities that
seek to accomplish an organization's objectives by anticipating customer’s needs and
directing a flow of need satisfying goods/services from producers to customers.

Micro-marketing is more than just persuading customers, i.e., it is more than just selling
and advertising, but it is aimed at identifying customers; needs and meeting these needs
so well that the product aimost “selling itself".

Macro-marketing on the other hand, is a social process that directs an economy flow of
goods and services from producers to consumers in a way that effectively matches
supply and demand and accomplishes the objectives of society. Like micro marketing,
macro marketing is concerned with the flow of need-satisfying goods and services from
producer to consumer. However, the emphasis with macro-marketing is not on the
activities of individual organizations, but on how the whole marketing systems works. This
includes looking at how marketing affects society and vice versa.

In the nutshell, marketing begins with potential customer’s needs, not with the production
process. Marketing tries to anticipate needs, determine what goods and services are to
be developed, including decisions about product design and packaging, prices or fees;
credit and collection policies, use of middlemen, transporting and storing policies,
advertising and sales policies; and after the sale, installation, warranty and perhaps even
disposal policies.

MARKETING SERVICES:

The generic definitions of marketing are applicable to both goods and services, thus the
features of a service, like that of a product, bears on its ability to satisfy stated or implied
needs of users (consumers).

Service is therefore given by Philip Kotler (1988) as:

AN



“An act or performance that one parly can offer to another that is essentially
intangible and does not resuit in the ownership of anything”.

Services generally differ from goods in a number of respects, especially in banking, it is
rare for goods to be marketed (although some banks have included physical objects like
moneyboxes in their range of products from time to time). The emphasis in banking is
therefore on marketing services, and it is useful to consider some of the specific features
of services, which create such difference. The key features include the following:

1. Intangibility: services are intangible (which means they cannot be touched, tasted,
felt, heard, held or smelled), so potential buyers cannot usually look at or try out what
they are going to buy or have bought. For instance, money (fund) transfer service is a
service which customers pay for and is performed by banks, but the customer does
not obviously have anything to show as a result. The same can be said of insurance,
savings and investment services.

2. Inseparability: unlike the tangible products that are manufactured, stored and sold
later, services are typically produced and consumed at the same time. It is difficult to
separate the service provider from the service. If the service is rendered by a person,
then the person is part of the service. Since the client is also present as the service is
being produced, both the provider and the client affect service.

3. Heterogeneity: services are helerogeneous, i.e., services are often specific to the
individual buyer rather than identical. The quality of the service is highly dependent on
the quality of the personnel conducting the transactions. As a result, the potential for
variability is high and quality management and control is difficult. The quality service a
customer receives from a bank when making a loan application depends in the
performance of the loan assessor; the bank would be judged on that rather than the
quality of the resulting loan. Variability of service quality can be reduced by the use of
techniques to standardize service delivery. For instance, the use of ATM (Automated
Teller Machines) and the development of expert systems to control loan evaluation
and account opening.

4 Perishability: Services cannot be stored, they must be produced on demand and
often in the presence of the customer. This however, creates problems especially in a
situation when demand exceeds supply or vice verse. For example, when economy is
booming and interest rates on loans and advances are low, mortgage loan demand
will be high, but banks may often be in a difficult situation to raise funds to finance the
demand for laan® é"g rhgrﬁage The banks cannot simply store mortgage funds

from odfwhen's awngs were. hlgh and mortgage demand low, -
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2.3

In addition to these general features of services, which are not necessarily separate and
distinct from one another, many services, especially banking services are characterized
by a client relationship where the customer uses a particular service because he/she likes
the sales staff. Buyers of goods are less influenced in this way. They are more likely to
decide what to buy before deciding where to go rather than deciding first which supplier is
the best.

A key aspect of marketing within any service organization is to confront these issues
(features) and attempt to resolve them, by employing a strategy towards achieving a
specific goal. For instance, developing a tangible representation of a service, for example
cheques, credit cards and smart cards are tangible representations of money
transmission and credit facilities.

THE MARKETING CONCEPT:

Since World War |l, it has become important to serve the customer, and marketing has
become to be equated with an approach known as “fotal marketing”. Total marketing
added to the traditional definition of marketing concept of ‘giving the buyer a say in what
goods and services the firm sells’. In other words, the effort of a firm or organization is to

produce what the consumer wants.

The marketing concept is a philosophy of business, which states that the customers’

want-satisfaction is the economic and social justification for a firm's existence. Hence,

William J. Stanton (1978) said that the marketing concept is based on two fundamental

beliefs:

1) Marketing Orientation: this means that planning, policies and operations should be
customer-oriented, that is, emphasis should be on customer's wants.

2) Profitable Sales Volume: this should be the goal of the firm and not just volume for
the sake of volume alone. First determine what the customers want and then figure
out how to profitably make and deliver a product or service to satisfy those wants.
Consequently, all organization activities in production engineering and finance as well
as in marketing must be devoted first to determining what the customer’s wants are,
then satisfying those wants while still making a reasonable profit.

Stanton (1978) further stated that for a business organization to realize the full benefits of
the marketing concept, the philosophy must be translated into action. In other words, the
marketing activities must be well coordinated.

Peter Drucker (1973), elaborated on this issue giving that it is customer who determines
what a business is and that it is the same customer alone whose willingness to pay for a
good or service, converts economic resources into wealth, things into goods. What the
business thinks it produces is not of first importance, especially not to the future of the
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business and to its success. What the customer thinks he is buying, what he considers
value, is decisive: it determines what a business is, what it produces and whether it will
prosper. And what the customer buys and considers value is never a product. It is always
utility, that is, what a product or service does for him. Peter Drucker went further saying;

“‘Because its purpose is to create a customer, the business enterprise has two—
and only these two-basic functions: marketing and innovation. Marketing and
innovation produce results, all the rest are costs”.

The marketing concept can be represented by figure 2.2 below.

Fig 2.2: The Marketing Concept.

The marketing Concept = Praduce what peaple want to buy, NOT sell
Means that we v what we like making.

Put the customer first B organize and so-ordinate the company so that
So we must “ this happens

Find ouf what customeis need = carry out market research.
In order to v

Supply satistaction for those needs
Which we do by +
offering the right

Marketing Mix = Product - the right article

= Price - at the right price
= Place - available through the right channels
Promotion — presented in the right way.

n

Source.: John Wilmshurst (1980): The Fundamentals &Practice of Marketing, William Heinemann Lid,
London

Furthermore, according to Philip KKotler (1980), the “meat” of the marketing concept is
customer satisfaction, the largest hurdle a firm has to overcome to develop a marketing
orientation. Hence, banks or firms that are skillful in doing what suits their customers are
neckdeep involved in the marketing concept. According to McCarthy and Perreault
(1990), there are three basic ideas included in the definition of the marketing concept
which have to be pointed out and they are as follows:

(i) Customer-Orientation

(i) A total company effort

(i) Profit — not just sales as an objective.



Fig 2.3: The Marketing Concept.

Cusfomer |«

Total compan
satisfaction pany

effort

o~

The Marketing
Concept

Profit as an
objective

Source: McCarthy & Perreault Jr (1990); Basic Marketing: A Managerial Approach, 10" Edition. Irwin
Inc, USA.

A Customer QOrientation guides the whole company. This is because the output from
one department may be the input to another. Hence, the marketing concept becomes a
philosophy of the organization not just the marketing department.

The Total Company Effort is guided by what customers want, instead of what each
departiment would like to do. Thus, marketing concept emphases on customer
satisfaction, which is logical for each and every part of the system.

Profit, as an Obijective is necessary for the system's survival. The marketing concept
as it pertains to profit objective is concerned with making of money, not just making sales.
That is, it creates profitable volume not just volume.

The adoption of marketing concept has not been easy and universal, many firms or
business organizations are still production-oriented. For instance, in the past banks
offered a range of products or services, which they had the resources or skills to provide.
If customers wanted to use the banks’ services they could choose to do so and would pay
what the bank decided was a fair price. Thus, the basic philosophy was product-centered.
But there has been a dramatical change due to government deregulation programme,
which encouraged stiffer competition among the banks and enables many businesses to
be more competitive.

Banks, in order to survive in the existing competitive environment has become marketing-
oriented. For example, Nigerian banks, which used to be opened for limited hours (i.e.
8a.m-2pm) that were convenient for bankers not customers, now stay open for longer
hours (i.e. 8am-5pm) and also on Saturday They also offer more services for their
customers — automatic banking machines that take credit cards or a personal banker”
which gives financial advice. With the deregulation of the interest rates, banks compete
with themselves and also with other financial institutions for checking accounts and
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2.4

retirement investment. Most banks now aggressively advertise their special services and
even interest rates so that customers can compare bank offerings.

Branch banking system, which has been commonly associated with lending, is now
devoted to marketing of other services such as: savings and investment schemes.
Hence, branches are more devoted to marketing rather than lending, especially since
many of the data processing tasks of the branches are now automated. Therefore, to
encourage the process of using retail bank branches more as a place for marketing a
range of financial services, the banks have strongly started to:

1) Develop specialist corporate branches to deal with large company customers and to
allow the retail branches to concentrate more on the ‘mass-market” of individual
customers;

2) Spend heavily on information fechnology by acquiring more computer system with
Y2k(Year 2000 compliance) which will enable the banks to analyze customer data for
marketing purposes,

3) Train branch staff to be excellent “sales people”;

Social responsibility has now become an important objective of the marketing concept. It
is quite possible for a company to satisfy its customers and be irresponsible to the larger
society e.g., a company may sell a product that satisfies a number of customers, but
dangerously pollutes the environment. Banks have been traditionally taken seriously their
responsibility fo be good corporate citizens and to promote and enhance good quality of
life. For example, banks through various community programmes, contribute to the
promotion of arts, education and sports.

Conclusively, it is evident that marketing concept idea is not just to satisfy customers, but
to do it at a profit through an integrated, whole-company effort. All the three (see figure
2.3) are considered simultaneously. Profit opportunities depend not only on outdoing
some other firm, but also on doing the right thing. In fact, often the best way to be at the
competition is to be first to find and satisfy a need that others have not even considered.

MARKETIN E T:

Marketing management, which can also be referred to as strategic marketing

management begins to develop when marketing philosophy, has been translated into

action. That is, when the following two changes take place;

(a) The marketing activities in a firm has been well coordinated and managed; and

(b) The chief marketing executive has been accorded a more important role in company
planning.

Kotler (1980) explained marketing management in the following words:

15



‘Marketing management is the analysis, planning implementation and control of
programmes designed to create, build, and maintain mutually beneficial
exchanges and reiationships with target markets for the purpose of achieving
organizational objectives. It relies on a disciplined analysis of the needs, wants,
perceptions and preferences of target and intermediary markets as the basis
for effective product design, pricing, communication and distribution”

Simply defined, management is getting things done effectively through the organized
efforts of other people with the view to achieve desired objectives.

Management however, does not take place vacuum, it takes place in an environment,
either external, internal, national or international. The environment provides the inputs
and offers the forum for disposing the outputs. The manager decides which inputs and
mix and also process to adopt the inputs and where to obtain them. He/she decides how,
where and which of the outputs to dispose and this can be done effectively if the manager
has a clear understanding of and is responsive to the environment.

Since management is getting things done through people, it also follows that manager is
concerned not only with physical processes, organization structures and tasks, but the
‘people” he deals with and must take account of their attitudes, beliefs, values and
reaction. Hence, marketing management with the view of satisfying the needs of these
people. Therefore, to get things done, the manager, especially the marketing manager, to
be specific, adopts the marketing management process, which is the pracess of:

(1) Planning marketing activities;

(2) Directing the implementation of the plans; and

(3) Controlling these plans.

The planning, implementation and control are basic jobs of all managers. The jobs are all
connected to show that the marketing management process is continuous. In the
planning job, managers set guidelines for the implementing jobs and specify expected
results. They use these expected results in the control jobs to determine if everything has
worked out as planned. The link from the control job to the planning job especially
important. This feedback often leads to changes in the plans or to new plan.

Similarly, this marketing management process planning, organizing & directing and
controlling can be regarded as inputs and outputs, as they are viewed as a system. For
instance, in case of a bank, the inputs are capital, buildings staff, equipment and
consumable, while outputs can be summarized as payment transmission, credit services
and non-credit services. The latter includes overdrafts, discounts, loans, acceptances efc,
while the former include investment advice, trustee services, credit informant, status
report etc. The inputs are processed into outputs in the black box or factory — see figure
24,
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2.5

Fig 2.4. Banks S htoM in nagement.

Inputs: Qutputs:
Buidings | Fheog OMGS, Credit Services:
Loans, Overdrafts,
Staff MD fo the least Black Box discounts. acceotances
(messenger) (Money Management)
il : \ Non-Credit Services:
Maney o y \ Investment advice,
- loan repayment ‘ Credit informaion. ec.
Equpment |} Conumaties: | | Crods cords
Shgs | stationary cheque clearing

Source: Nwankwo G.O (1991): Bank Management: Principles & Practice, Malthouse Publishing Lid,
London.

The five inputs are involved in every input or output. A loan, for example which is an
output, a financial service, involves the customer approaching the manager (a staff input)
in his office (building) seated on a chair with a table (equipment). It also involves the
customer completing the loan application form (consumable) before collecting the loan
(cash output). The bank must, of course, first acquire the money before it can offer the
service, this input may come from share holders, debenture holders or from depositors.
Again, all other inputs are involved - buildings, staff (in form of cashiers), equipment (in
form cubicles), counters and consumable (in form of tellers), etc. Recording the

transactions and clearing the cheques will involve other equipment such as strong rooms,
cheque sorters etc.

Marketing management of the bank involves planning the inputs, the outputs and the
process of converting the inputs into outputs and getting them delivered to the ultimate
consumers at a profit, with the view of satisfying or meeting the needs and wants of these
customers. In this way, the basic abjective of a bank, especially marketing-oriented bank
does not differ from that of any of the profit-making, marketing-oriented organization.
Though, the scope and sophistication may differ, but the basic functions are the same:
Planning organizing and directing and controlling the inputs, their processing into outputs
and their delivery to the ultimate consumer.

ARKET P ING:
Marketing planning means finding attractive opportunities and developing profitable
marketing strategies. It focuses on market environment facing the firm, particularly the
competitors and customers. The emphasis is to have an in-depth understanding of this

market environment and also to be able to anticipate changes that have strategic
implication.

Marketing planning according to Christopher Martin, given by O. Hudson (1998), is ‘“the
systematic application of marketing resources to achieve marketing objectives.” It is the
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means by which an organization sceks to monitor and control the hundreds of external
and internal influences on his ability to achieve profitable sales. Planning is therefore
seen to provide an understanding through organization intends to take to achieve its
objectives. This helps managers of different functions to wark together rather than to
pursue their own functional objectives in isolation.

Marketing planning is described as a process by Busch and Houston (1985), consisting of
the follow steps;

(i) Situation analysis

(i) Establishment of objectives

(iii) Determination of product markets and market segmentation.
(iv) Budget determination

(v) Management of the marketing program, and

(vi) Evaluation and control.

Strategic marketing planning is an on going process whose application should result in a
statement of strategy content. The results of activities and actions in one part can and
often do require changes in another part. For example, a firm may establish objectives
only to find they need adjustment in response to competitive changes. The process goes
on at several levels throughout the corporation. Organizations can do strategic planning
at the corporate division and product levels and at function level such as marketing. At
the corporate level, planning emphasizes situation analysis and statement of corporate
mission and objective, while at the division level, planning focuses on implementation of
strategic planning.

N TRATEGIC MARKETING PLANNING:
The strategic marketing planning as described by Channon (1986) is the core of bank
strategic marketing management, resulting in the development of bank's long-term
marketing objectives and the development of an action marketing plan throughout the
bank to lead to the achievement of this objective. In specific terms, a bank’s marketing
strategic plan makes explicit the following:
(i) The market priorities which determine resources allocation;
(i) The assumption behind the choice of market priorities;
(iii) The changes required to capitalize on market opportunities;,
(iv) The timing of strategic moves;
(v) An estimate of the environment in which the bank will act; and
(vi) The expected rate of progress in strategic implementation.

From the above, it follows that customers’ needs and above all satisfaction, have to be
given a pride of place in the bank's strategic management, if it is to be successful.
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2.6

Therefore, in the setting of market priorities, the marketing concept requires that this must
be customer-focused, in order to achieve the objectives of the bank as derived from the
mission statement of which improved performance in terms of profit, market share,
improved public image and integrify of the bank.

In executing its marketing plan banks prepare a situation analysis which identifies clearly;

(i) The range of business the bank is currently engaged in;

(i) The strength and weaknesses of the bank;

(i) Opportunities available to the bank;

(iv) Threat which the bank will have to face,

(v) The different kinds of customer which the bank wants;

(vi) The reasons why customers choose the bank in preference to others;

(vii) What financial needs customers have which the bank does not meet;

(viii) What competition the bank faces in all its different services;

(ix) The range of products to be offered, prices of those product (e.g. Charges for current
accounts) and methods of pron‘totibn to be used;

(x) The distribution methods to be used for different products and to different markets;

(xi) The kind of marketing staff needed in the organization; and the fraining needs of
these staff;

(xii) The costing of the marketing process, including budgets (e.g. advertising);

(xiii) Any constraints on marketing (e.g. Legal restrictions).

M Tl TRATEG

The word strategy is a general statement of the way in which an organization plans to
achieve its objective. Technically defined, a strategy is “a fong-ferm commitment of
resources to achieve specified objectives in a competitive environment.”

Marketing strategy, therefore can t2 described as a new positive move towards satisfying
both present and future needs and wants of consumers (ultimate or industrial), by so
doing, achieving quick sales volume and increased profits. This thereby places the
organization in an advantageous position against its competitors even in a competitive
environment.

Philip Kotler (1980) gives his own definition of marketing strategy as:

"a consistent, appropriate and feasible sel of principle through which a
particular company hopes to achieve its fong-run customer and profit objectives
in a particular competitive environment’.

Notably marketing strategy specifies a target market - a fairly homogeneous group of
customers to whom organization wishes to appeal by putting the controllable variables
(marketing mix) together to satisfy, this target customers. This approach is called "target
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marketing” to distinguish it from “mass marketing”.

2.6.1 DEVELOPING MARKETING STRATEGIES:

2.6.2

In an attempt to develop marketing strategies, the following philosophical marketing

strategies are used as the foundation on which other strategic moves can be built on.

These emanate from the marketing concept and they are as follows:

(i) All organization's planning, policies and operating procedures which are customer-
oriented: ¥

(i) The decision as to what product or service to be made available and how must they
be got from customers;

(ii) Marketers on a continuous basis must have a good knowledge of their customer to
know their behaviour;

(iv) Marketers must endeavour to use effective means of communication on the
application of sales promotion, personal selling advertisement and possibly publicity;

To develop marketing strategies, there is the need to have information about the
environment, competition, market characteristics (i.e. supply and demand), the customer
etc. Also there is need to consider both controllable factors (marketing mix: product,
price, promotion and place) within the organization and the uncontrollable factors
(political, economic, cultural, technology, social) which are outside the organization, but
normally present in the environment the organization operates.

GUIDES ON DEVELOP STRA IES:

Strategy to be developed consists of the following components:

(i) A definition of the desired future in terms of scope of activities of the organization
must be clearly stated.

(i) A statement of the competitive advantage of the organization is given.

(iii) A statement of the objectives to be achieved.

(iv) A statement of how resources required to implement the strategy will be allocated.

As a market-oriented business organization, with a view to making maximum profit and
creating customers’ satisfaction, the organization would therefore consider the cost and
feasibility of generating or maintaining strategic assets or skills that provide the basis for
a sustainable competitive advantage (SCA).

To achieve SCA the organization, having the marketing concept as a foundation to
developing strategies and using the components as a guides in developing strategies can
then make a number of strategic choices about;

(i) Which market segments to be in;

(i) What the marketing objectives is to be, market share, sales value;
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2.6.3

(iil) What products or services to offer, and how they should be positioned in the market
(e.g. as value for money);

(iv) The relationship between quality and price of the product;

(v) How the product is to be delivered to the customer;

(vi) How to promote the product.

ARKETING S TEGIES INC ETITIVE ENVIRONMENT
The present competitive environment is making top management think and act
strategically. In this regard, top management of most organizations today are putting
increased pressure on markefing execufives to ensure that all sfrategic move are
consumer oriented (i.e. keeping the consumers satisfied at all times).

There are four important issues that have to be clarified in relation to the choice and use
of a strategy at any given time.

Firstly, the nature of competitive environment in which the company exists needs
identification.

Secondly, the strategy appropriateness to the environment and the company in terms of
suitability and benefit must be ascertained.

Thirdly, its feasibility with regards to the company’s ability to execute the strategy in terms
of human and material requirements.

Finally, consistency as it relates to“the extent to which the chosen strategy can be in use
for a reasonable period of time for the achievement of the stated objectives.

Generally, a company’s marketing strategy takes the following factors into considerations:
() The company's competitive size and position in the market;

(i) The company's resource, objectives and policies;

(iif) The company's target market's buying behaviour;

(iv) The company's competitors marketing strategies;

(v) The company’s stage of product life cycle;

(vi) The characteristics of the economy.

Theoretically in a competitive marketing environment, marketing managers use different
strategies depending on the position their product(s) are occupying in the market.

However, in a typical market, firms occupy positions such as:

L7

< Market leader — who controls the greater share of the market,
<+ Market challenger — is the next stronger firm in the industry after the market leader.
< Market follower — is the next strong competitor following the market challenger, and

lastly,
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“» Market nichers.

MARKET LEADER STRATEGY: Markel ieader, controls the greater share of the market. The

main objective of a market leader is to maintain its enormous market leadership position.

Hence, in order to achieve this objective in a compelitive environment, the market leader

pursue one or more of the following broad strategies. With these strategies, the market

leader can protect its market share by leading other firms in the industry in new product
innovation, cost cutting discoveries and improving the marketing number.

(a) Fortification strateqy: This strategy helps the dominant firm to maintain its
leadership by keeping reasonable price in relation to perceived value of its offer to
that of competitors. If also produces brand in a variety of sizes and form to satisfy
consumer preferences.

(b) Confrontation strategy: This is normally applied when engaged in massive
promotional war with the aggressive competitor.

(c) Harassment strategy: This is achievable by the dominant firm through threat and
pressure on a competitor by attracting better executives of the competitor into his own
firm and also on distributors by insfructing them not {o carry the products of the
competitor. Also the dominant firm can restraint its competitors through legal devices
or lobby through legislation to get a law established that would be unfavourable to its
competitors than itself.

By practicing or adopting the above strategies, the dominant firm would be able to

expand the total market in the three ways,

(i) Attract new users to the product class, using market penetrating strategy or new
market strategy or geographical-expansion strategy.

(i) Discover and promote new uses for the product through research effort.

(i) Convince people who are customers and users of the product to use more of the
product for different occasions.

MARKET CHALLENGER STRATEGY: The market challenger is a firm in the industry that
occupies the second pasition in the sales product. The main objective is to gain more
market share and by so doing, it uses one or more of the following three strategies;

(a) Direct-attack strategy: This is also referred to as “head on sirategy”, whereby the
market challenger faces the market leader *head on” in its competitive war, by offering
lower prices, better packages and effective advertisement campaign.

(b) Back-door strategy: using this strategy, the challenger runs around the market
leader rather than directly into it.

(c) Guppy strategy: This stratlegy is used by the challenger to attack smaller
competitors, instead of the market leader in a2n attempt to gain market share. Other
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strategies that can be used by the market challenger to gain more market share
include; price discount, offering cheaper quality goods, prestige goods product
innovation, improved services efc.

MARKET FOLLOWER STRATEGY: The market follower occupies the third position in the
market. The follower does not engage in any form of compefitive war instead it tries to
copy what the market leader and challenger are doing in terms of prices charged,
services offered, promotional strategies used and so on. In most cases, the follower
attempt to hold on to current customers and win more if possible, always try to identify
area by which it can achieve distinctive advantages (e.g., in areas such as location,
services, financing etc); enters new markets by keeping its cost of manufacturing low and
product quality and services high.

Market follower can adopt a number of strategies. It can identify a target market to which
it can profitably serve and tries to expand to new markets that are opening and also avoid
any action that would create infense competition and relation.

MARKET NICHER STRATEGY: The market Nicher occupies the fourth position. Nichers are
minor firms in an industry that operate in some part of the market and try to avoid clashes
with bigger competitors. They are specialists in particular products and they effectively
serve market niches that are likely over looked by competitors. Nichers do identify viable
forms of specialization along market, customer, product or marketing mix lines.

Conclusively, the development and implementation of marketing strategies in competitive
environment is unavoidable if business organizations are to survive and grow. Hence, the
choice of which strategy to employ at any given competitive situation depends on the
company, and its ultimate aim of satisfying the consumer.

2.6.4 BANK MARKETING STRATEGIES:
In banking, for effective marketing of financial services, every member of staff is a
marketer, a practitioner of total quality management as well as strategic manager, since
without repeat business from customers, none of these good plans can be operationally
successful. Effective marketing of banking services requires bankers to emphatise with
customers, that is, putting themselves in the position of the customers, identify their
needs and wants, being patient in dealing with them and above all endeavour to give
error free service. In other words, total satisfaction of customers should be the uitimate
customer service delivery by bank management, especially in competitive environment.
To achieve success in executing these plans, the following practical strategies are
normally adopted:
(1) Deposit mobilization
(2) Granting of credit facilities
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