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ABSTRACT

A maor problem facing the Nigerian banking industry has been a less than
primary attention to or recognition of strategic marketing. Consequently, customers are
not very familiar with the banks, their proucts and services. The banks have not fared
very wel in their effort to stimulate favourable attitude and impression toward their
products and services. In most cases lack of innovativeness and strategic flexibility,
which are the basic ingredients for sustainable competitive advantage have been

deliberately encouraged.

This study, marketing strategies of financial ingtitutions in Nigeria: A study of
selected Banks, was designed to (among other objectives), determine the extent to which
Nigerian Banks have adopted strategic marketing. The study was also designed to
identify current and future functional area strategies relevant to bank service marketing

in Nigeria.

A primary objective of this study was the identification of marketing strategies
used by commercial banks to reach out to their markets. A tota of five commercial
banks (Savannah Bank of Nigeria Plc, First Bank of Nigeria Plc, United Bank for
Africa Plc, Citizens International Bank Ltd., Union Bank Plc) were included in the

study.

The survey research method was used, using a semi-structured questionnaire.
The five banks used were directly selected on the basis of years in operation. Data for
the study were collected from both management and staff of the five banks under study.

VII



Data collected from these sources were collated and analysed using simple percentages,

chi-sgquare and trend analysis. The study revealed that:

d)

f)

9)

Banks apply marketing strategies in the achievement of their objectives.
The marketing strategies are effective.

Majority of bank customers are not satisfied with their banks, and consequently
rated their banks services as being "somewhat" favourable.

The banks have recently adopted Total Quality Managment (TQM) as a means
of satisfying their customers.

There is a relationship between strategic marketing and  customer familiarity
with a bank, its products and services.

Favourable impressions about a bank, its products, and services depend on
effective marketing strategies.

Profitability, growth, and competitiveness are associated with effective

marketing strategies.
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CHAPTER ONE

INTRODUCTION

11 BACKGROUND INFORMATION

The viability of any bank calls for more than assembling men, machines and
materials, and making products and services readily available to target customer. The
bank must design and implement effective strategies that will provide sustainable
competitive advantages - (SCAs). Every bank has this responsibility. Consequently,
they have responded by hiring functional managers to design and carry persuasive
messages, select suitable locations, pricing strategies and position products and services
to attract and initiate enduring relationships with customers. Some banks go a step
further to engage advertising agents to develop attention - creating adverts and using sales
promotion specialists to develop sales campaigns; and public relations firms to enhance
the organization's image. Tﬁey continue to invest large and growing sums in strategy
development. However, for most banks the question is not whether to design and

implement strategies, but, what, when, and how to go about them.

The bank’s strategic, marketing responsibilities go beyond targeting end consumers
and users. The bank must match its strategies effectively with its task environment,
particularly its customers, both individual and corporate. It must communicate

effectively with its internal publics, particularly its directors, managers, and other



workers. It must design strategies to handle major external publics, such as
stockbrokers, the financial community, the media, and various government agencies, as

well as counter the competitive reactions and actions of other banks.

This means that the bank must know how to market itself to various publics in
order to gain their confidence and goodwill. It must develop a clean corporate identity
as an aspect of differentiation. This calls for answering a very critical question - what
does it want to achieve, or be? Kotler (1980) has observed that whether or not the bank
answers this question, it would certainly achieve something and, also be something to its
customers and other publics, since the bank’s products and services, employees, and

actions would certainly create impressions.

Many of today’s banks got their start by coming out with the right products and
services at the right time. Kotler (1980) has argued that many of the past decisions of
the banks were made without the benefit of a financial strategic thinking and planning.
Effective marketing of bank services will certainly require a careful analysis of relevant
market opportunities, choosing market positions, programs, and controls that create and
support the bank’s purpose and objectives. (Kotler 1980).

Recently, there has been a strong awareness within the Nigerian banking industry
that effective marketing initiatives have dramatically reshaped the fortunes and images

of some banks. These successful banks, it is claimed, have achieved success because



they became completely committed to satisfying the needs and wants of target markets
by initiating and implementing market driven strategies. Such market oriented attitude
calls for a complete shift from the traditional methods of satisfying customers to new and

challenging methods that add value to services provided.

Strategic marketing regime derives its importance from its ability to satisfy the
diverse needs and wants of customers. Mazur (1947), believes that marketing is an
activity that delivers a standard of living. The truth however, is that this standard of
living can only be delivered when and if customers’ needs are effectively analysed and
understood, within the limits of society, and relevant functional area strategies are
positioned to provide needed value to the customers. On the whole, the essence of
strategic marketing is to effectively and efficiently meet customer needs and expectations
with recourse to the capabilities of the organization. This calls for innovativeness in

strategy formulation and implementation.

Responsive strategies that are grounded in effective customer orientation are not
easy to initiate and implement. But when they are operational, they become the source
of a powerful competitive advantage that is very difficult for competitors to emulate or

duplicate. .

George Day (1998) has argued that another major aim of strategic marketing is

to create and maintain loyal customers. particularly in mature markets where other



sources of competitive advantage can be quickly eroded. It is therefore, not surprising
that banks are embracing customer-responsive strategies which use critical information
about customers to tailor products and services to them. George Day listed elements
of customer responsive strategies to include excellence of product or service, and
observed that once this was established, personalised interactions with customers,
strategic designs to demonstrate trustworthiness and incentives for customers to remain

loyal could come into play.

The period, 1984 to 1992, witnessed a significant rise in the number of banks in
Nigeria. From a situation of about 25 banks prior to the inception .of Structural
Adjustment Programme (SAP), in 1986, the number rose to 120 by 1992 (66 Commercial
and 54 Merchant Banks), along side several new non-bank financial institutions (Thanda,
1998). The very large number of banks and non-bank financial institutions within so
short a time, unleashed a high level of competition never witnessed in the economy
(Thanda, 1998). In recent tlmcs especially since the first quarter of 1994, the banking
industry as a whole has witnessed systemic distress characterised by capital inadequacy,
illiquidity and losses. The Central Bank of Nigeria (CBN) as the apex banking
regulatory authority responded to these problems by liquidating the terminally sick banks

and taking over the moribund ones with a view to saving them.

Several factors have combined to place the Nigerian Banking Industry where it

is today. Up-till now, strategic marketing of banking services continues to enjoy less

&40,
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than primary attention in Nigeria. Corruption, mismanagement, and foolhardiness in risk

taking continue to feature in the management of banks.

Many Nigerian bank executives are yet to appreciate the benefits associated with
strategic marketing. Consequently, they have failed to see and exploit the abundant
opportunities available to them in the form of unmet needs and expectations of the

customers, and general trends in their marketing environments.

In Nigeria, there is a wide spread tendency for banks "to follow the crowd".
These banks lack focus innovativeness and strategic flexibility. In their attempt to serve

general markets, quality, customer base, and profits are sacrificed.

1.2 STATEMENT OF THE PROBLEM

The problem of the banking industry seems to have been intractable over the
years. Ever since its inceptibn. the sector has suffered one form of distress or the other

contrary to public expectation and despite the government’s effort to sanitize the industry.

Various authors have cited several problems affecting banking services in the
country. Okereke (1999).saw the problem of the banking industry as an image problem
and advanced that while banks were still managing the injuries to image caused by
distress, the management of banks should not leave the shareholders alone 1o bring more

funds as capital to the bank, but to perform at their best to make as much profit as



possible. Ojoma (1999), Olayinka (1999), and Olatoun (1998) have cited the incidence
of poor service and prevalence of lack of confidence in the system. Uduk (1995), has
argued that the increasing mortality rate among commercial banks in the country while
adding to the severe turbulence within the industry has also contributed to the banks’

overall poor 1mage rating and unfavourable customer impression of their services.

Dayer, (1999), believes that the major problem facing the industry focuses on
efficiency, acceptability and service satisfaction. Kofoworola (1996) has identified four
competitive forces that have posed serious threats to the banking industry. These are
threats of new entrants, bargaining power of customers, bargaining power of suppliers,
and threats of substitute firms. Oruma (1998) in his argument points out that customer
demand and expectation for quality banking services have generated problems for those
banks that cannot consistently provide such quality services. He further identified poor
management as one of the factors that led to the collapse and eventual liquidation of some

banks that hitherto were held Ihighly in the Nigerian bankKing industry in recent past.

Looking at all these problems and their consequences to commercial banking
operations in Nigeria, it is very obvious that banks in Nigeria lack effective strategies in
marketing their services. to customers. The author therefore believes that timely
mvestigation and subseguent application of the recommendations 1o be given would go

a long way in alleviating the problems faced by the banking industry in Nigeria.
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1.3 OBJECTIVES OF THE STUDY

Today, the Nigeian banking industry has become very competitive, putting an end
to the era of arm-chair banking. This competition in banking is based on ability to
compete effectively and efficiently. This calls for the design and implementation of

sustainable competitive strategies.

The major objective of this study is to identify the marketing strategies used by
commercial banks in Nigeria to:
a) consistently provide quality customer service;
b) position themselves against competition and threat and exploit
opportunities in the environment;

c) differentiate their products and services.
The goal is to examine the relationships between marketing strategies and
profitability: between growth and competiveness of the banks; and between favourability

and customer familiarity with banks’ products and services.

14 SIGNIFICANCE OF THE STUDY

In the area of corporate repositioning, banks will consistently need to redefine
their focus, mission statements and vision to enhance their presence in the domestic and
investment economy. The liquidation of about 31 banks and the persistence of a cloud

of uncertainty definitely inform the determination of banks to reposition their corporate



and marketing objectives to focus on customer satisfaction. Banks in this millennium
would need a lot of modelling to achieve credibility within the industry. This Study
should provide some thoughts for new models in the banking industry, particularly, in

the area of strategic marketing management.

The answers obtained from the research questions for the study will form the

major contributions of this research work.

L.5 SCOPE OF THE STUDY

The study is designed to examine the marketing strategies of financial institutions
in Nigeria, with particular emphasis on commercial banks. Five commercial banks -
First Bank of Nigeria Plc., Union Bank of Nigeria Plc., United Bank for Africa Plc.,
Savannah Bank Plc. and Citizens International Bank - were selected for the study. The
Selection was based on their years in operation. The first four banks arec considered old
generation banks while the last one is a new generation bank. Also the five selected
banks provide a range of banking services similar to those offered by other commercial

banks in the country.

1.6 RESEARCH.QUESTIONS

In carrying out above stated objectives of the research, the followinng research

questions were asked:



1)

2)

1.7

Does the application of marketing strategies lead to customer familiarity and
favourability with a bank, its products and services”?
Does the application of marketing strategies lead to a bank’s profitability and

growth?

HYPOTHESIS

Based on the above research questions, the following hypotheses were formulated.
There is no significant relationship between marketing strategies adopted and
customer familiarity with a bank’s services.

Favourable impression of a bank’s services significantly depends on effectiveness

of marketing strategies adopted by the bank.

In hypothesis 1, the independent variable is marketing strategies, while the

dependent variable is customer farmiliaritics with the banks, its products and services.

In hypothesis 2, the independent variable is marketing strategies used by the banks

while the dependent variable is favourable impression about banks’ services.

1.8

RESEARCH METHODOLOGY

Survey research method was employed, using a semi structured questionnaire.

Non probability convenience sampling was used in selecting banks to be studied. Five

commercial banks were accordingly selected on the basis of years in operation.



Questionnaires were administered to bank managers and customers. Data relevant (o
strategic marketing of services were collected and collated. The research used both
primary and secondary sources of information. The secondary data came from both
published and unpublished works in the area under study. Simple percentage, chi-square,
and trend analysis were used for data analysis. These methods were used because of

their relevance of application.

1.9 LIMITATIONS OF THE STUDY

a. A major limitation of this work lies in the fact that very few detailed studies have
been conducted in this area. There was therefore, a relative paucity of literature
on the subject.

b. The secrecy of revealing information pertaining to banking operations constituted
a major limitation.

c. Time and funds constraints also prevented the researcher from making repeated

calls on all the respondents.
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CHAPTER TWO

LITERATURE REVIEW

2.1 INTRODUCTION

This chapter carefully reviews relevant literature within the framework of this
study. The chapter is divided into five parts. The first part deals with "the review of
concepts relevant to the study”; the second part reviews strategies used by firms other
than commercial banks; the third part reviews literature "on marketing of commercial
bank services™; the fourth part reviews literature "on Total Quality Management, (TQM)
as a recent strategy for marketing commercial bank services". The fifth part reviews
literature on "selected studies on the relationship between marketing strategies and

commercial banks’ performance in Nigeria”.

2.2 A REVIEW OF CONCCEPTS RELEVANT TO THE STUDY
2.2.1 Financial Institutions

These are organizations that provide financial services to the individuals,
corporate bodies and the government. They iclude commercial banks, merchant banks,
mortgage banks, finance houses, discount houses, bureaus de change, and insurance

companies.




2.2.2 Commercial Bank

An institution incorporated to: (a) accept money and collect cheques from
customers and place the proceeds of such cheque to the customers’ credit in a running
account; (b) honour cheques or orders drawn on the bankers by their customers when
presented for payment to debit their running account accordingly; (c) keep customers’

running account in which credits and debts were entered.

2.2.3 Marketing

Marketing links two basic functions in the society, namely, those of production
and consumption. As society has become more complex, and the processes of
manufacture and supply more varied, so the means by which the community is supplied
with the goods and services it demands has itself become more complicated and
important. Within the business enterprise, it is the marketing activity which should
provide this means by ensuring thai the enterprise supplies its market with goods or

services that customers wish to buy.

According to Morden (1991), marketing is "an activity which is directed at
satisfying the needs and wants of customers through exchange processes which occur in

the market". .

The United Kingdom Institute of Marketing defines it as "the management process

responsible for beautifying, anticipating and satisfying customer requirements profitably.”



Ralph (1960) defines marketing as "the performance of business activities that

direct the flow of goods and services from producer to consumer or user."

According to Backman (1967), "Marketing is the process, in a society, by which
the demand structure for economic goods and services is anticipated or enlarged and
satisfied through the conception, promotion, exchange and physical distribution of such

goods and services."

Holloway and Hancock (1968) see marketing as "those activities necessary and

incidental to bring about exchange relationships”.

Martin, Christopher et al(1975) define marketing as "the ways in which an
organisation matches its own human, financial, and physical resources with the wants of

its customers.”

Rosenberg (1977) views marketing as "a matching process, based on goals and
capabilities, by which a producer provides a marketing mix, (product, services,

advertising, distribution, pricing, etc) that meets consumer needs within the limits of

society.” con

According to Kotler (1991), "Marketing means working with markets" which

means aftempting to actualize potential exchanges for the purpose of satisfying human

13



needs and wants. But in order to satisfy human need and wants, certain things or
activities must be carried out. Considering the day to day exchange process, these

activities will include product planning, pricing, promotion and distribution.

Put in another way, Kotler (1991) says "marketing is a social and managerial
process by which individual and groups obtain what they need and want through creating

and exchanging products and value with others. "

Since marketing is seen as a matching process and the satisfaction of needs and
wants through exchange of products and value, it therefore appears natural that any mis-
match will lead to a failure. It follows then that, a business, whether private or public,
exists by selling its products and services. By doing this it seeks to achieve its profit and
other objectives. To be able to achieve this the marketer has to adopt a method of

carrying out his marketing activities effectively.

The management and staff of an organisation’s marketing department would then
be responsible for a number of inter-related activities that should enhance the
organisations ability 1o achieve its objectives. These activities include, but are not Iimited
to the following (Kotler 1991):

(a) Identifying market opportunities and needs

(b) Keeping abreast with relevant technological developments.

(¢)  Managing its products/services.
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(d) Choosing and motivating channels of distribution.
(e) Advertising and promoting its products/services.
(f)  Selling its products/services

(2)  Setiing prices and terms of supply

(h)  Planning the marketing activity.

From the foregoing definitions of marketing the following key elements are note-
worthy; needs, wants and demand; products/services: utility. value and satisfaction;
exchange, transactions and relationships; markets; marketing and marketers. These key

clements constitute the basic concept of marketing.

It follows then that: "Marketing is getting the right people, at the right places, at

the right time, at the right price, with the right communications and promotion” (Kotler

1967).

2.2.4 The Marketing Concept

Schnaars (1998), admits that the origin of the marketing concept lies with three
prominent authors in the 1950s: (1) Peter Drucker in his landmark book ‘The Practice
of Management’ (2) John B.. McKitterick of General Electric, (3) Ted Levitt, the noted
Harvard Professor and author of the seminal article ‘Marketing Myopia’. -According (o
Schnaars (1998), "all three agree that the purpose of business is to create satisfied

customers.”

15



The marketing concept could be seen to be a common sense managerial
orientation thai understands the needs and wants of customers in the market, and adopts
the operations of the organisation to deliver the right goods and services more effectively
than company’s competitors. Kotler (1991), puts this into two practical perspectives
namely; Company managemeni remaining sensitive to market needs and company

management operating the enterprise in a market-oriented manner.

These constitute the two main areas of responsibility for the management in an

organisation. This is, moreso, where the organisation concerned is a service oriented one.

Kotler (1991), therefore describes the marketing concept as:
the most important managerial task within the organisation is that of understanding the
needs and wants of consumers in the market, and of adopting the operations of the
organisation to deliver the right goods and services more effectively and efficiently than
its competitors. According to ‘him, the premises of the marketing concept are: That
organisations must find out not only needs but wants; must adopt right at the beginning
and not at the end of the production cycle; that is, every adjustment, both in name or
slogan, or in machinery or men must be adapted to the needs of the customer right from
the beginning. Effectively and cfficiently have to do with profitability and met objectives,

which will keep the organisation in business to continue serving (Tende 1998).
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Risley (1973), accepts that the marketing concept has become popular, but argues
that its implications are not always understood. As a result most managers spend a lot
of effort on techniques such as market research and forecasting, but fail to realize the
huge benefits or gains that accrue from changed managerial attitudes. The net result is

that the marketing concept becomes partially implemented if at all.

Infact Risley (1973), strongly believes that "renaming a sales by a marketing
department may look good on a chart for the directors or annual report but it accomplices
little except kid both the viewer and the manager.” Also "arrangement of people on the
organization chart will accomplish little. It is the individual who is oriented, not the

company.”

In the views of Shapiro (1973), "the marketing concept is the focusing of all
company activities on what will best serve the consumer. This according to Shapiro
requires an internal marketing organisation in which all marketing activities are
consolidated under the leadership of an executive placed in top management.”

The problem with the marketing concept has assumed an immense dimension that
there has been a plea for the revision of the concept. Groeneveld and Medford (1973) in
their book. "IS IT TIME TO REVISE THE MARKETING CONCEPT?" sugges! that
"emphasis on the somewhat unique ‘consumer satisfaction” be replaced by ‘the consumer
best interests’." According to them this will leave the supplier with some scope to make

his own interpretations.
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Although the phrase "marketing concept” is routinely used in banking circles,

there remamns substantial confusion as to the essence of its meaning. In recent years, a

number of related forces in the business environment have operated to strengthen the case

for marketing’s significance as an organisational function. These according to Capaldini

(1974), are:

(1)

(1)

ii1)

(iv)

The emergence in the last several decades of an overall economic condition
wherein the availability of goods and services is greater than the demand for
them, continues as the characteristic economic condition of contemporary times.
This state of affairs is commonly referred (o as a "buyer’s market”. "A buyer's
market" gives rise to intense competition among product/service suppliers,
whereas in a "Sellers market," the market tends to buy what is available. In a
buyers market, there is a choice and it becomes economically pragmatic to fulfill
consumer desires. When this objective is important, the significance of marketing
becomes pronounced.

Substantive increases in personal disposable income leading to greater mass
market opportunity, which in turn contributes to intense competition among
suppliers to the market. It becomes incumbent upon the marketing function both
to detect emerging market opportunities before the competition and to develop
effective means for outdoing them once they arrive on the scene.

Advancing technological sophistication in the economy, contributing to more and
more technological "Sameness” among competing products and services in many
industries. In circumstances where competing products or services become more
or less alike, marketing tends to emerge as the real opportunity for distinguishing
one firm from its competitors. For example, eventhcugh Bank P may be unable
to market a superior checking account from a "technical”" or "production”
standpoint, Bank P may be able lo achieve a disproportionately high share of the
market in checking accounts with effective cross-selling, the "packaging” of such
accounts with other services, sensitive pricing practices, well-executed
advertising, and so on. These activities are all marketing activities and are quite
strategic in context. - «

Accelerating social, economic, technological, political and competitive change,
impacting on the shape and nature of markets on a continuing basis. As the
market changes, so must the firm that serves it. Importantly, in a marketing
oriented organisation, it is marketings job to "manage" the market by initiating
change within the control of the firm (new products/services, changed advertising
strategy, different sales-training methods) to adapt to environmental change
beyond the control of the firm that nonetheless impact on its markets.
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The banking industry is, of course, no stranger to a volatile, rapidly changing
market place hence. executives of banks have come (o realise marketing’s importance to
their respective business organisations, basically, because of such forces as those

enumerated above.

There are four basic and ultimate organisational objectives that epitomise the
marketing  concept (Capaldini, 1974), (Porter, 1980): These include: Customer
orientation in all aspects of organisation and operation; Scientific pursuit of profitable
volume;integration of effort towards common goals and Social responsibility in decision

making.

Given these objectives, the marketing concept may be defined as "customer
satisfaction at a profitable volume in an integrated, efficient framework and in a socially
responsible manner" (Porter, 1980). "The marketing concept is a philosophy, it is an
intangible. It is not something amenable to role memorisation but is something to believe
in; it is a frame of reference, a basis for decision making, a guide for effective managing

of resources" (Capaldini, 1974).

A key point of this phiJosophy is that the responsible satisfaction of the customer’s
wants is the economic and social justification for the organisations existence; that in the
final analysis, it is the customer who makes the economic system function, and in a

volatile and competitive buyer’s market, significant resources in the organisation must
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be mobilised and channeled towards determining and then satistying the customer need.

As one reputed scholar has put it,"the customer is the business™: (Drucker, 1964).

The marketing concept is predicated on the conviction that many of the most
critica) challenges now facing firms are challenges of marketing, therefore under the
marketing concept, a principal role for the firm becomes that of change-maker”, "doer”,
innovator”, in continuous search for new products, for new user for old products, for

new markets and new market segments (Drucker, 1964).

The marketing cbncépt Is an aggressiv-e philosophy—.\offensive rather than
defensive in its central thrust. An organisation that understands this becones 1ncreasingly
dynamic and pro-active rat.hcr than becoming reactive to the changes in its operating
environment. Drucker (1964) argues that, under the marketing concept, "it is not only
important for organisations to do things night, it is also important for orkanisations 10
find the right things to do. That s, it is important 10 maximise opportunity which leads
to profit to allocate precious resources on exploiting opportunities rather than solely on

solving problems." {Drucker 1964).

It then becomes the, direct responsibility of the marketing function (o anticipate
and adaprt to a change that is beyond the control of the firm by initiating change that is
within its control. Markets are always changing, and organisations adapt to external

change with internal change. Drucker asserts that to contnue satisfying customers
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profitably, efficiently and responsibly is what marketing and its philosophy is all about.
Good marketing according to Drucker(1964) is concerned with risk taking, with change,
with the customers and profits, with system, with social responsibility and with
maximizing opportunity". It is this function in the bank that is responsible for stimulating
the organisation to adapt iself 1o the customers’ changing desires. It is a function
responsible for creating products/services and product packages designed to satisfy their
desires, and communicating the availability and benefits of such products/services

(Drucker 1964, McGree and Spiro 1988).

Kotler (1991), Rosenberg (1977), and Morden (1991) have identified critical

realities that must exist in the firm if the marketing concept is to succeed. These are:

Top executives in the organisation must understand and believe in the marketing
concept; the marketing concept must be looked upon as a philosophy of the entire
organisation and not | just that of the marketing department; and the total
organisation’s orientation must be to markets rather than to product/services, in

as much as the quality and standards of products/services are maintained.

2.24.1 Making The Marketing Concept Work

Inspite of the difficulties inherent in implementing the marketing concept,
Rosenberg (1977), believes that "Where there is a will (o use the marketing concept,

there will be a way to implement it. However, the proper method of implementation will

21



vary with each organisations size, product, markets, management style etc”. Rosenberg
(1977), beheves that, to make the marketing concept work, there must be Customer
Orientation. This orientation must be top down. That is, it has to start with the head of
the orgamisation. The exccutive must have a thorough understanding of the concept and
its application to the organisation. Infact he has to adopt a marketing frame of mind.
Rosenberg adds that "this commitment to the marketing concept .must also be shared by
key members of the executive staff. There must be a unity of purpose and outlook: The
"Prima donna syndrome” in which a particular person or unit within the organisation

perceives himself (or itself) as the heart of the company, with other persons or unit

performing only peripheral functions should be avoided.”

In addition, Rosenberg (1977), recommends a marketing department with a
marketing executive, integration of marketing functions and a marketing staff. This is the
phenomenon which makes the marketing concept and process possible. In Rosenberg’s
view, integration is necessary because marketing is in nature, one part. art while the
other is science. The conceptual imagination and operational skill of arts must therefore
be integrated with the statistical and behavioural aspects of science. Also. marker
makes use of all the possible elements or actions for reaching and influencing cons:
and customers-product design, price, distribution, and promotion (both sell
advertising).It involves all -t;)p executives of an organisation regardless of the
responsibilitics. All the steps or actions must be unite together in a pw
(Rosenberg 1977). A Profitable Volume Criterion (not just sales

honourable goal 1s also required. This ensures continued service to cus
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marketing concept, it is the long run profits that should be sought. Because of large
production or marketing expansion called for in launching a product, profits may be low
or non exsstent in the short run. Long run profits are often used to measure the balance
between customer satisfaction and organisation f{inancial efficiency (Drucker 1964;

Rosenberg, 1977).

2.24.2 Bencfits of the Marketing Concept

Rosenberg (1977), provides the following benefits of impiémcnting the marketing
concept:

(a) Reduced business risk as a result of systematic market research, the scientific
acquisition and analysis of market data relevant o decision making and better
market and sales forecasting.

(b) Improved business planning as a result of carlier identification and assessment of
future market trends and opportunities and the acceptance of a planning discipline
based on defined objedtivcs with which all departments must gear their programs.

(¢) - Greater competitiveness based on marketing skills. As mare and more of our
competitors achieve technological and manufacturing efficiency, the differences

in the products from companies will tend to narrow.
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Strategy

The term strategy is derived from the Greek word "STRATEGOS", meaning

general. In a military sense, it involves the planning and directing of battles or
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campaigns. In the business sense however, it refers to action by management to offset
actual or potential actions of competitors. The following definitions of strategy are in

common usc.

(a) A term used to describe how objectives are 1o be accomplished (Runvon 1982).
(b) A unified, comprehensive, and integrated plan relating the strategic advantages
of the firm to the challenges of the environment. It is designed to ensure that the

basic objectives of the enterprise are achieved (Gluek 1980).

A business strategy, sometimes termed a competitive strategy or simply strategy,
is here defined or shaped by six elements or dimensions, (Aaker, 1992). Aaker gives the

elements or dimensions as:

a) The Product Market in which the Business is to Compete:

According to Aaker (1'992), the scope of business is defined by the products it
offers and chooses not to offer; by the markets it seeks to serve and not to serve; by the
competitors with whom it chooses to compete and to avoid; and by its level of vertical

integration.

b) Level of Investment
A business scope or strategy can also be defined by its level of investment. The

questions according to Aaker are: is the business investing: to grow (or enter the product
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market), to maintain the status quo,to milk the business by minimising investment,to

recover as much of the assets as possible by liquidating or diverting the business?

c) The Functional area Strategies needed to compete
n the selected product market:
Companies compete using functional area strategies such as: product line strategy,

Positioning stratezy, manufacturing strategy and logistical strategy.

d) The Strategic assets or skills that underlie the strategy providing the
sustainable competitive advantage (SCA)
A strategic skill 1s something a business unit does exceptionally well, such as

manufacturing or promotion which has strategic importance to that business.

Drucker (1964) sees a strategic asset or simply asset, as a resource, such as brand
name or installed customer base that is strong relative to competitor.

To formulate strategy, management must consider the cost and .l'easibilily of
generating or maintaining assets or skills that will provide the basis for a sustainable

competitive advantage.

e) The Allocation of resources over the Business Units:
All resources (people, finance, physical) generated both internally and externally

need to be effectively allocated.
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f) The Development of Synergistic effects across the business:
Aaker (1992) sees this as the creation of value by having business units that
support and complement each other. Business firms that have synergistic effects will have

a competitive advantage over those that do pot.

Aaker has grouped all six elements of the strategy

concept into three core elements as presented below:

Fig.2.1 A BUSINESS STRATEGY

A BUSINESS
STRATEGY

THE PRODUCT FUNCTIONAL BASIS OF SCAS
AREA STRATEGIES

MARKET INVESTMENT PRODOCT ASSETS /SKILLS
DECISION PRICE SYNERGIES
PRODUCT-MARKET DISTRIBUTION

SCOPE ETC

INVESTMENT INTENSITY
RESOURCE ALLOCATION
OVER 5BUE.

SOURCE : AaKER, A. DAVID, STRATEGIC MARKET MANAGEMENT, (JOHN

WILEY & SONS, INC. 1992).

An analysis of figurd 2.1 is as follows:
i) The product market investment decision encompasses the product-
market scope of the business strategy, its investment intensity, and the

resource allocation over multiple business.
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i) The functional area strategies - (what you do).
i) The Basis of SCAS to compete in those markets. This core concept
encompasses assets, skills and or synergies matched with functional

area strategies.

Brown and Asch (1987}, define strategy as the match an ortganization
makes between its own resources and the threats or risk and opportunities
created by the external environment in which it operates”. From the definition,
strategy can be seen as a link between the ortganizations objectives and the

policies adopted to guide the organization’s activities.
There is no limit to the number of strategies an organization can have,

and these strategies are likely to exist at a number of levels in an organization

(Brown & Asch, 1987).
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Fig.2.2 LEVELS OF STRATEGY

GLOBAL

CORPORATE LEVEL
CORPORATE Portfolio Analysis
Decisions About:
diversification, Primary
Studies

BUSINESS LEVEL
BUSINESS Business Strategy
Division Plans

OPERATING LEVEL
OPERATIONAL Product/Market Plans
Functional or
Departmental Plans.

r_LOCAL LEVELS OF STRATEGY

L~ |

SOURCE : CLIFF BROWN & DAVID ASCH, Strategic Management,
(Hounds null, Basinstcke, Hampshire, 1987).

The Various levels of strategy formulation and the way they may

vary on a global local continuum is shown on figure 2.2 above.

The corporate strategy is concerned with the type of business the
firm, as a whole is in or should be in. Issues under consideration here
have to do with the balance in the organization’s portfolio. Emphasis is

on the attractiveness of the entire businesses, with reference to
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important strategic criteria, such as markets, contribution to corporate
profits and growth in a particular industry. Corporate issues subsume
guestions concerning diversification and the structure of the firm as a
whole.

"Business Strategy is concerned with how an operating unit within
the corporate whole can compete in a particular market {Brown and Asch
1987). CRAVENS (1982), sees business unit strategy as including the
mission and objectives of the business unit and the functional plans that
spell out how the unit will achieve its objectives. Such strategies are

regarded as the parts which call for and shape the organizational whole.

A firm's operating level strategy is concerned with how the various
functions - finance, marketing, operations research and development, etc.
- contribute to both business and corporate strategy (Brown & Asch
1987). The preoccupation at this level is likely to be on the maximization
of resource productivity. A point to note is that key elements or variables
in sfrategy formulation vary among organizations. The nature and type
of influences on the formulation process are also Iikély to vary at each

ievel in the three-tier structure.
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From Craven’s (1982) point of view, it is within the strategic
marketing plan that target market strategies, objectives, and maketing
program positioning strategies are specified”. Included in this plan too
are the design of the maketing organization and supporting financial

analyses.

2.2.6  Quality Customer Service

A service is often described as an intangible solution that is
provided to a client’s problem(s). Kotler (1988), defines service as "any
act of performance that one party can offer to another that is essentially
intangible and does not result in the ownership of anything. Its production

may or may not be tied to a physical product.”

Companies’ offers to the market place range from pure tangible
goods to pure services. A pure services offer consists primarily of a
service. Services differ as to whether they are people based or equipment
based and as to whether they meet a personal need {personal services)

or a business need (business services).

- As a consequence of the varying goods-to-service mix, it is difficuit

to generalise about services unless some further distinctions are made.
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Here are some commonly held perceptions of what makes a service

different from a product.

a.

Sales, production and consumption of a service take place almost
simuitaneously,

A service cannot be centrally produced, inspected, stockpiled or
warehoused. It is usually delivered to wherever the customer is, by
people who are beyond the immediate influence of management.
A service cannot be demonstrated, nor can a sample be sent for
customer approval or trial in advance of purchase. The provider can
explain, promise and tell how the service has benefitted others but
the service doesn’t exist for the prospective customer.

The person receiving the service generally owns nothing tangible
once the service has been delivered. The value is frequently internal
to the customer.

A service is frequently an experience that cannot be shared, passed
around or given away to some one else once it is delivered.

The more people there are involved in the delivery of the service,
the less likely it'is the receiver will be satisfied.

The receiver of the service frequently has a critical role to perform

in the actualisation of the service. The customers, then have to

know their role in the delivery process.



h. Delivery of the service qually requires some form of human
contact. Receiver and deliverer frequently coh’re into contact in
some relatively personal way.

. The receivers’ expectations are critical to their satisfaction with the
service. What they get compared or contrasted to -what they
expect to get determines satisfaction.

I ‘ Exerting qua}i.ty control over a service requires monitqring of
processes and attitudes.

“ To some extent m.anaging serv.ice quality is more difficult because
some elements are intangible and difficult to measure. A survey of service
employees by a company {ilnset Systems company of Brookfield,
Connecticut, USA, The Inserter, 1992) concerning what "quality’ means
in terms of job perforrﬁance yielded the following responses (Badiru and
- Ayeni, 1993):Providing e’xtrt_amely polite, prompt, and accurate service".
‘Viéwing the customer as having done us a favour by buying our product;
‘knowing as much as possible about products in order to support them
bétter; researching problems to come up with good, solid solutions;
maintaining good refationships with distributors and dealers to. make
customers feel ccmfortable.; giving your all and going all out to die for the
customer; and providing the customers with simple solutions that enable

them to do their own work more efficiently.
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Despite the difficulty in defining service and measuring some
service elements, one advantage of managing service quality can be that
a greater percentage of a company’'s employees are in contact with the
external customer, therefore customer orientation can be easier to
achieve. This increased customer contact has been described as
‘moments of truth” by Jan Carlson, then president of the Scandinavian
Airlines Systems (SAS). He says "each time customers come into
contact with an organisation, they form an impression; each time is a
moment of truth." The sum of the moments of truth forms the overall
company quality rating. To be successful, companies need to manage
the moments of truth so that a good quality impression is formed and the

customers will come back. (Liswood, 1991)

Berry et.al, {1985) have developed a list of the major determinants
of service quality. They found that customers use basically similar criteria
regardless of the type of service. The criteria are described below:

a. Access: This refers to the receptiveness of the service provider to
the customer requests; the service is easy to access in convenient
locations at convenient times with little waiting.

b. Courtesy: The employees are friendly, respectful, polite,

considerate, empathetic.
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Competence: This reférs to the adequacy of skills and knowledge
required 1o deliver service by employees, |
Communication: .- This refers to the ability to listen to the customer,
keep the customer informed, describe thé service accurately in the
customer’s language, and accept customer feedback.

Credibility: The company and employees are honest, trustworthy
and have the customer’s best interest at heart.

Reliability: This deals with the consistency, accuracy, and
dependability of service.

Responsiveness: The employees respond quickly, willingly,
"promptly and creatively to cﬁstoﬁrhers" request and problemé.
Re.'sp.onsive.ness encompasses timeliness.

.Underlstanding (Compfehension): The readiness of thé service
pro.vi.der and all emb!oyges to know the customer understand the
customer’s needs and provide individual attention.

Security: The service is free from danger, risk or doubt.
Tang.ibles (Tools): This deals with the appearance of physical
-facili-ties', equipment, personnel and communication materials.
Laura Liswood (1991) adds the following customer wants,

' Personal treatment: Not becoming a é’tatistic.- |

Price/Value legitimacy: Getting what you pay for.
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Various studies of excellently managed service companies show

that they share a number of common practices with respect to service

guality. Among them are the following {Kotler, 1991):

a.

A history of top management commitment to quality: Companies
such as Marriott, Disney, Delta, and MacDenalds have thorough
commitments to quality. Their management look not only at
financial performance on a monthly basis but also at service
performance. Ray Kroc of McDonalds insisted on continually
measuring each McDonald’s outlet on its conformance to QSCV,
namely, quality, service cleanliness, and value. Franchisers that
failed to conform were dropped.

The setting of high standards: The best service providers set high
service quality standards. Swissair, for example, aims for 96 per
cent or more of its passengers rating its services as good or
superiaor; otherwise it takes action.

Systems for monitoring service performance: The top service
companies audit service performance, both their own and
competitors’, on a regular basis. They use a number of devices to
measure performance: comparison shopping, ghost shopping,
mystery shopper, customer surveys, and suggestion and complaint
forms. General Electric sends out seven hundred thousand response
cards a year to households to rate its service people‘s performance.

- Citibank checks continuously on measures of ART, namely,

accuracy, responsiveness, and timeliness. It does ‘ghost shopping'
to check on its employees’ delivering good service.

Satisfying the employees as well as the customers: Excellently
managed service companies believe that employee relations will
reflect on customer relations. Management creates an environment
of employee support and rewards for good service performance.
Management regularly audits employee satisfaction with their jobs.

Parasuraman, Zeithany and Berry (1985) have formulated a service

quality model that highlights the main requirements for a service provider
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delivering the expected service quality. The model is shown below in
Figure 2.3 Itidentifies five gaps that cause unsuccessful service delivery.

The gaps are described below:

a. Gap between consumer expectation and management perception:
Management does not always perceive correctly what customers
want or how customers judge the service components. Thus

hospital administrators might think
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Fig.2.3  SERVICE QUALITY MODEL HIGHTING THE MAIN
REQUIREMENTSFOR A SERVICE PROVIDER DELIVERING
THE EXPECTED SERVICE QUALITY '
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that patients judge hospital service by the good quality

whereas patients may be more concerned with nurse responsiveness.

Gap between management perception and service quality specifications:
Management might not set quality standards or very clear ones, or they might be
clear but unrealistic; or they might be clear and realistic ‘but management might
not be fully commutted to enforcing this quality level. For example, an airlines
management may want phones to be answered within ten seconds of ringing but
not provide enough operators nor do much about it when service falls below this
level.

Gap between service quality specifications and service delivery: The personnel
might be poorly trained or overworked. Their morale might be low. There
might be equipment breakdowns. These handling operations typically drive for
efficiency and sometimes this runs counter to a drive for customer satisfaction.
Consider the cross-pressure on the bank teller who is told by the operations
department to work fa.st ai_ld by the marketing department to be courteous and
friendly to cach customer.

Gap between service delivery and external communication: Consumer
expectations are affected by promises made by the service provider’s
communications. Ifa resort hotel’s brochure shows a gorgeous room but the guest
arrives and finds the rooms to be cheap and tacky looking, then the fault lies in

the expectations created by the external communication.
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e Gap between perceived service and expected service: This gap results when one
or more of the previous gaps occur. It becomes clear why service providers have

a hard ume delivering the expected service quality.

A fundamental change in the cuiture of the organisation is required to sustain long
term quality improvement. Changes in the corporate culture i turn demand more than
executive support or involvement. They necessitate leadership by example, objective
analys:is. the courage to take risks and allocate money, a willingness to share
responsibility and rewards with employces, and an intense commitment to the ideal of
creating value and satisfaction for customers. Robert Galvin, Chairman of Motorola,
says the commitment has to be "deeply personal” and that real change won’t take place
until this personal feeling is transmitted throughout the ranks. And John C. Marous,
chairman of Westinghouse Electric adds that "total quality is a cultural change which
rcqﬁircs an emotional experience". Strong leadership is the crucial ingredient to create
and sgsmin a quality culturc.. The leadership must complcicl.y embrace the quality

process in everything it and its organisation does(Liswood, 1991).

Managing quality customer service as Sewell and Brown, (1992) point out
requires the key clement of strategy, systems, standards, staff, communication,
coordination, cooperation, and measurement. A quality service strategy must be guided
by a compelling vision, built around customers priorities, communicated through out the
orga.nizalion and be subjected to frequent and formal measurement. Customer oriented
systems are designed for the convenience of the customers; constantly reviewed, provide
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the customer with added value and allow swift and cffective recovery. Quality staff have
the following characienstics: they are carefully selected; undergo excellent training; are
empowered to work for the customer and are generously rewarded (Sewell and Brown,

1992).

On the whole, pro-active tools of asscssment as essential elements of the
improvement strategics are needed. The techniques listed below are representative of the
sort of proactive methods from which an organisation should select an appropriate mix

and develop its own strategies. To devise a strategy for service you need to:

a. . Have a vision of the sort of experience you want the customers (0 have.

b. Have a vision of how the service strategy will make difference.

c. Express your core purpose in a mission statement and communicate it to your
staff.

d. Know your customers, their needs and satisfaction levels.

¥ Understood how service can be used to create a competitive edge.

f. | Know why some customers choose (0 use your competitors.

g. Build an organisation designed to respond to the customer.

h. Develop systems which ensure quality of your product, service, environment and
delivery.

I Create a climate in avhich staff wish 0 respond to customers needs and provide

them with the skills and knowledge to do so.
A Establish people systems, policies and pr()ccddrcs which facilitate excellent

Service.,
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Ansell (1993), points out that, applying quality in the financial services industry -
is not just a matier of taking the techniques developed in other industries and using them

without change There are some important differences that need to be understood.

a. Customers are usually suppliers as well as buyers.

b. Many areas require cooperation with competitors to complete, example, money
transmission.

c. Customers often have only a very limited understanding of what they are buying.

d. Most banks are large integrated companies with central purchasing and

relationship management for large clients.

Manufactured goods can have tolerance level, money must be accurate (a

(g

customer would not be pleased if he paid in _1,000 and found his account was

credited for _999.99Kk an error of only 0.001%. Bring close is not enough.

Managing quality customer service in the banking industry s difficult but it is
certainly attainable. The first Stcp ‘in that journey is the nced to pay great attention 10
details. Bank management thinks in terms of hundreds of millions of naira and tens or
hundreds of thousands of customers, but that one customer whose cheques are bouncing,
a deposit did not get credited promptly is thinking in equally great terms on a p;:rsonal
level. To the bank managers a N100 returned cheque may seem trivial; to the customer,
it can mean the difference between a good or bad credit rating. To the cashier, a long
gueue may be a normal way of doing banking business, to the customer, it may be the

difference between meeting or losing an appointment. The issue is customer empathy,



as Laura Liswood points out. "Many banks are so caught up in their internal policies.
procedures, and systems that managers and frontline employees forget or never learn,
how to be empathetic towards the customer. For that matter, the delivery chain itself may

contain bunit-in-barrers (0 empathy (Liswood, 1991).

In the delivery of a product or service there is a chain of events culting across
departmental boundaries which need (0 be diagrammed and continuously audited to
ensure that all its [inks are in place. Someone, should have an overview of how the chain
fits together and be in a position to predict where breaks may occur. This is nowadays
called Business Process Management or Mapping (BPM) or Business Process Re-
engincering (BPR). This involves re-examining the fundamental ways in which the
business is operated. Re-engineering is even a more relevant phrase as it involves taking
processes to pieces and building a better, different, more effective process that more
closclf meets the objectives of the customer and the business.

In the Trustee Savings'Ban'k, their BPM consisted of six phases, as reported by

Peter Ellwood, (1993), Group Chief Executive, TSB Group. These were (Ellwood 1993).

a. Identifying, mapping and costing the core business processes.

b. Selecting the process on which to work and establishing stretching goals for their
redesign. "

c: Conducting a detailed analysis of the process, asking fundamental questions like

"what does the customer want?” and "what would we have to do to be, and be

seen as, the best?".



d. Radically redesigning the process by simplifying and rationalising.

o

Managing the change closely to ensure thai real benefits are obtained.
f. Establishing measurement and improvement programmes to ensure that the

process continues o impmvc.

{n a paper written for the 21st Cambridge Seminar of The Chartered Institute of
Bankers, held at Christ’s College. Cambridge, in September 1993, Peter Eliwood whose

bank s implementing TQM said:

We have already identified and mapped 54 key processes, including their
associated costs for our business. The first process we selected for redesign was
home buying because it incorporates major contract with the customer. Even the
first measurements we made showed that there was considerable waste which
could be avoided thereby removing bassles both within TSB 'and for our
customers. The average turnaround time from mortgage application to formal
offer was 30 days, with less than one third achieved within 20 days. It took an
average of four to five interviews with the customer to achieve completion, and
there were five forms covering 167 questions of which only 24 were unique-for
instance we asked them to fill in their account number no less than seven times.
Not only was this an inefficient process, it also put us at some competitive
disadvantage for a key product area. Our only comfort is that in the year to
October 1992, we grew mortgage balances at a rate two and a half times the rate
of national market growth, and in six months to April 1993 this rose four times
the rate of national market growth detracting from credit quality or varying our
criteria for lending, which remain in line with those of the competition. Clearly
the strength of our products and our promotion of them have more than made up
for any deficiencies in processing. But I also suspect that the issues we have
identified are not unique within the industry or indeed to the home buying
process. TSB’s redesigned process cuts the cost by more than 25% and cuts the
time from application to formal offer to less than seven days. The customer needs
to complete only one form, which has been greatly simplified. We believe we
have proved the principle of BPM, and we are now carrying this sort of analysis
forward (0 other parts of the business. (Ellwood 1993)
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Having mapped out the chain, the question arises: Al what juncture is it most
likely that a customer can become dissatisfied? One believes it does not require complex
mathematical calculations to establish the weak links in the service chain. What is needed
15 the organisation’s willingness to see things from the customer’s viewpoint. Seeking and
understanding the customers’ requirements and putting in place a system for regular
customer feedback 15 therefore the necessary starting point. Liswood (1991), suggests
using simple devices such as telephone surveys, mail surveys (with pre-paid envelopes),
in-house suggestion boxes, mystery shoppers, focus groups. mall "intercept” interviews:;

interactive video systems, in detecting how the customer feels.

Another is the willingness of the top management to put in place an organisation
that encourages employees to constantly question the status quo. Employees must be
positively motivated to question "the way we do things around here”. Bland statements
that “constructive criticism” is welcome is never enough. Such gimmicks, as Liswood
(1991) points out can even be coumc_rproduclivc if employees sense unwillingness on the
part of the management to effect changes in the way things are carried out despite
management’s claimed intentions. Take a simple case of almost any bank on a Friday
afternoon. The typical scene is usually the long lines of frustrated customers. What the
banks in these cases fail to recognisc or refuse 10 accept is their own responsibility for
repairing this weak link in their service chain. With same Friday afternoon scenes
recurring week in and week out, year in and year out, its about time some body in the

bank said "we have got a service problem. All these customers cannot always be wrong.
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They must be trying to tell us something”. To ask these sort of questions and initiate an

action process of change requires courage (Liswood, 1991).

A typical banking relationship involves the basic processes of opening the
account, running or servicing the account and closing the account. In between you have
account  statements, remuened cheques, opening and closing hours, forms used,
information aboul available services, Mistakes and errors, procedures 1o control queues
or lines and 1o direct the customer how the account should be operated. Sémetimes you
have a customer who has diligently operated his account for five or eight years and has
had his cheque bounced. tor minor im’ringcﬁ}cn[ w.it.hout iulempt to fi..nd out if there was
a death in the family or something happened that took hitm away from his normal routine.
Somcﬁbdy in the bank may blame the computer for suclh lapses but the cuszomér’s loya-liy
to your company may be suddenly and seriously diminished. The message you have sent
to the customer as Liswood (199_1), say 18 "we are mnterested 1 you when all is well, we

do not really appreciate your loyalty, in fuct, we do not even know about it.”

Organisations and their cmplqyecs .zn_lway_{s have to be alert to the customer-
satis‘fa.ction implications of all the company’s standard procedures and policies. There are |
a number of simpie but effeetive actions that will show customers the bank really cares
about what happens to them. Liswood suggests for exzu.nple, somebody can call the
customer a day after a new cheque booklet is supposed to arrive and ask whether the

booklet arrived and if the cheques were printed correctly. After the first statement is
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sent, somebody can call and ask whether it is accurate and if the customer needs anything
explained. On the first anmiversary of the account’s opening, a phone call or letter might
ask: "Are you pieased with our services? What can we do better? can we advise you on
anything involving finances or perhaps help you with some major purchases you are
planning to make (Liswood, 1991).

One bank sends birthday cards, and sometimes presents to its important customers
and members of their families. Using mformation technology each customer’s birthday
appears on Visual Display Unit (VDU) screens once the account is accessed. As was
pointed out, Citibank checks its customers accounts continuously on measures of ART,
namely, accuracy responsiveness and timeliness (Kotler 1991).

Table 2.1 below by Laura A. Liswood (1991), represents an excerpt from a

commercial bank’s "service attributes” checklist.

Table 2.1

COMMERCIAL BANK’S SERVICE ATTRIBUTES CHECKLIST

Function Timeliness Reliability Responsiveness
Loan Reqguest Chief loan officer will | Lean documents to | Chief Loan Officer
meet within b days credit dept. 100% | will provide
accurate and commitment/ans
complete wer within 30 days
Teller line Limit+% of time Transaction Teller greets,
custamer wanis 3 completed thanks, and uses
minutes accurately customer’s name
Customer Response wanted " | All resolution of
complaint within 24 hours errors within 5
working days

Source: Laura A. Liswood (1991)
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Looking at the customer complaint column we see there is a wide gap between
the customer’s want and the bank’s response. The customer wants a response within 24
hours while the bank’s standard is 5 working days (or 7 where a weekend intervenes).
This presents an opportunity for improvement to align the bank’s standard with the

customers’ requirement.

As Deming (1982), points outl, and Beskeut (1994) reconfirms, it is no longer
adequate to satisfy the customer, it is necessary to delight, even astonish him or her.
Fred Crawley (1993), admonishes "if quality was once a winning ticket, it is now no
more than an admission ticket. The Japanese are already bringing to bear on service the
same intensity, passion and detailed implementation that they brought to product quality.
Quality has become no more than a staging post en rout¢ to a destination that seems
always to recede. This suggests that the sooner we get it done and dusted, the

better(Uduk 1996).

For us in Nigeria this suggests that the sooner we got into the Quality train the
less likelihood that we shall be left marooned in a wilderness of underdevelopment as the

21st century dawns (Uduk, 1996).

Table 2.1 gives a simple checklist, by Laura A. Liswood (1991), that can be used

by top executives to test their customer service satisfaction commitment.
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2.3 SELECTED STRATEGIES USED BY FIRMS

2.3.1 The Generic Strategics

Many firms have used variety of potential strategies to achieve strategic
competitive advantage (SCA). However, Porter {1980) has suggested two most useful

strategies avatlable to firms. These are differentiation and low cost.

In a differcntiation strategy, the product offering is differentiated {or made
different) from | the Competition by providing value (o the customer, either by
performance, the quality, the prestige, the features, the servicelbackulp, the reliability,
or thc‘ convenience of the product. Aaker (1992). Porter (1980), Schnaars (i998) have
emphasized the need not always to associate the differentiation strategy with higher price.
According to the authors, the result of a differentiation strategy is usually to make price

less critical to the customer,

Contrary to the above, ille l_ow cost strategy 1s to provide that sustainable cost
advantage in some important element of the product..or service. High market share,
favourable access to raw materials or stete of flle art, _manufz‘mturing equipment are
factors that can contribute to the overall cost leadership position. A low cost strategy may
not often lead. o low prices,; because lower cost could lead Lo enhanced profits, increased

advertising or proniotion instead of reduced prices(Aaker, 1992).



Aaker (1992}, Collins and Muntgomery (1995, Dareck and Cool (1689) agree
on ather strategic thrusis that are not in the same category with differentiation and Iow

cos:. They are: focus,preemptive moves and synergy.

A focus strategy involves focusing the business on either a relatively smali buyer
group or a restricted portion of the product line. Such a focus s a driving force and can
be instrumental (o the creation of an SCA. Thus, a retailer could focus on students or on

a relatively narrow line such as breakfast items.

" A Preemptive sfratcgic move is a strategic innovation into a business area. And
because it was first that ever was, generate an asset or skill forming on SCA. For a first
stra[egy implementation to create "first mover advantage," competiters must be inhibited
or prevented from duplicating or eniering it. "For example NANET Lid., achieved an
SCA in Nigeria because of ability to design and deliver quality service. Other
competitors are now at a gz:eatc:_r disadvantage because they had beem preempted”
(Hudson, 1998).

Synergy occurs when a business has an advantage because it is linked to another
busiﬁess within the same firm or division. The two businesses, for example, may be able
to share a sales foree, of-ﬁéc or warchouse and thus reduce costs or investment. They
mﬁy be able jointly to offer a customer a combinalion of products such as tennis shoes
and tennis appeal that are coordinated. The combination thus creates a value that would

not exist if the two business were distinct (Aaker, 1992).
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2.3.2 Segmentation Strategies

Segmentation holds the key to developing a sustainable competitive advantage
based on differentiation, jow cost, or a focus strategy. This view is shared by (Aaker

1962) and Kenmichi Ohmae, head of Mckensey 1 Japan.

In a strategic context, scgmentation means the iclcn[ification. oi; customer groups
that responcj ditferently than other customer groups to the competitive strategies (Aaker
1992 Porter 1980). A segmentation strategy couples the identified segmentslwith a
programme to deliver a competittve offering to those segments. Thus, the development
of a successful segment strategy requives the éosxccptualization, development, and

evaluation of a competitive offering (Aaker, 1992). N 4732 3

Specifically, a major'prcmise of segmentation is .that it dil’ficult to serve all
custoﬁwrs in a broad market. In support of this, (Kotler. 1991) point; out that,
"CUSIOIErS are to0 NUINEroUS, gliqursed, and varied in their buying requirements”.
Consequently, "sonie competitors wil] be in a better position to serve particular cLlstomef
segments of that market” (Kotler, 1991). Kotler concludes by saying that, the company
instead of competing everywhere, often against superior odds, needs to identify the most

attractive market scgments that it can scrve clfectively.”

In Morden’s (1991), words, markel segmentation means the analysis of a

particular market demand on the basis of its constituent parts, so that sets of buyers can
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be differentiated”. Like Kenichi (1982), Morden(1991) believes that market segmentation
is an important input to marketing planning, because it can be used in formulating
company - product - market objectives by which the enrérpris:: may:

define its markets, position ranges of brands and product varieties,identify gaps which
offer segmentation opportunities for expansion or new product positioning, rationalize

policies for existing brands, products and mixes.

" The importance of market segmentation s also secn in its ability to serve a dual
role, namely (i) as a marketing tool, and (ii) a5 a basic input to business planning. This

view is strengly shared by Morden, (1991).

Segmentation can also be’cxplained along t\he motion that:
a) Marketers rather than being homogenous are actually hetc:ro_gcnous,(b) no {wo
buyers or potential buyers of a product are the saxﬁc in all respects, (¢) however,
Iarge 2roups lof potcntfal b_uyers of u produqt s[.mrc ct;"rta_in ‘charac[eristics_ of
distinction (Sam Tende, 1997). -
"Before going into details of market scgmenta.tion, however, we need to consider
a broad approach sometimes used by marketers. Instead of subdividing the overall
market into smaller, morc.homogenous (simtlar) segments, they may approach all
conswimers in the aggregate - as one large group (Schewe and Smith, (1980). This gives
rise to two overall stra_tegies available to marketers; market aggregation and market

segmentation (Schewe and Smith, 1980, Rosenberg, 1997)."
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In market aggregation, "a single marketing program is_.used to otfer a single
product to all customers {Schewe and Smith 1980). The (wo authors argue that “even
though the diversity of wants and needs among consumers make it difficult for marketers
to perfectly satisfy the consumers’ needs and @ants through market aggregation approach,
they still use this strategy when they believe that there are enough consumers who will
compromise and buy the product to make it 4 proﬁtuble venure. "ACCOI'diflg to Schewe
and Smith {1980), "Market aggregation is also called undifferentiated marketing and
product differentiation.”  This appmzlcll. is still practiced consciously by some
organizations, prihmr‘i!y for tangible commo;li!ics such as industrial chemicals and raw
agricliliul'al products.  (Schewe and Smith 1980): S(I)mc a‘uthtln'itlies hold market
aggregation as a characteristic of marketing in developing economies.  Porter (1985},
is of the opinion that some compaﬁics try to achieve "overall cost leadership” by offering

one or a few versions of a product.

Schewe and Smith (IQSOj, believe thai "the market aggregation strategy has been
used in the past by m;drketl:rs dealing in muss - appeal, basically standardised items,
such as beer, cigarettes, coffee, houschold cleaners and ga;;oline."; They add that with tﬁe
markr_;t aggregation approach, the products offered are such that little or no differences
can be perceived by customaers”.  That 1. competing products are virtually the same
physically and chemically. In such cases, "marketers use promotion to make their
products seeth different from and better than competitors’ products (Schewe and Smith),

1980). Where this happens, only the brand or packaging s different.
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In the words of Schewe and Smith (1980), "the basic advantage of the market
aggregation straicgy ts that it results in [ower costs Tor both marketing and production.”
Production runs can make maximum use of the principles of mass production, since only
one product is made and assembly technigues do not have 10 be attached for variation,
The strategy too has the effect of reducing media charges since discounts can be obtained

for only one large scale advertising campaign.

From the perspective of demand, "markc[.segmenlzltion means the' analysis of a
particular total demand in terms of its constituent parts, so that seis of buyers can be
determined (Morden, 1991), Murphy ai]:d Enis (IS}HSIS), go {urther to define segmentation
as "the process of breaking down the total hcigrogenous market (environment) into
smaller, more homogenous groups with similar needs that the organiizition can
successfully Satisfy." To Kotler (199'1), "market segmc.n{atio.n is the subdividing of a
market into homogenous subsets of customers, where any subset may conceivably be

selected as a market target to be reached with a distinct marketing mix."

More ofien, the strategy ot market aggregation do.cs not totally satisfy consumers
needs. Consequently, markelers often pursue the alternative strategy of market
segmentation. From the definition therefore, markctcrs who l‘ollﬁw.a_strutcgy of market
segmentation view the overall market as being made up of many smaller parts, whose
elements have common characteristics and resemble one another more than the total

market. Market segmentation then breaks up the larger heterogenous market into smaller
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komogenous segments. The elements of each smaller segment are more similar in terms
of wants, needs or behaviour than the total market is. A separate marketing programme
is developed io best match each segment’s individual needs and wants (Schewe and

Smith, 1980).

" To writers and other professionals, the conceﬁt of scgnicntutién is based upon
threc propositions (Fngel et ai, 1972). 'i‘hc authors list the three propositions as: (a) that
customers are different, (b) that ditfferences in customers are related to differences in
market demand, and (c) that segiments of consumers can be isolated within the overall

markets.

Baker (1985), a-lrgues that. while these three propositions may seem eminently
reasonab.}e, it has t¢ be appreciated that according to the classical economic iheory,
suppl}; and demand are homdgcnuus._ Baker goes on 1o state that i was not until 1930s
when chambelein and Robinson proposed the theories ot imperfect competition that
impliclt recognition was given to the observed reality that in the majority of niarkets,
both supply and demand are heterogenous. In turn, it was not until mid 1900s that a
marketing writer, Wandell Smith (1956), was to point out how recognition of diversity
on hetrogenity in demand and supply suggesied the existence of two quite different

marketing strategies - product differentiation and market.



In his seminai article, Smith (1956) argued that both planned and uncontrollable

differences exist in the products of an industry which result in sellers making quite

different appeal - eflzcts. Smith proposed the following:

aj)

b)

c)

d)

Variations in the production cquipment aﬁd methods or process used by different
manufacturers of products designed for the same ot similar uses.

Specialises or superior resources cmployed by favourably situated manufacturers.
Unequal progress I:lm(.mg competitors in design, dcvclopincnl and improvement
of products.

The inability of manufacturers 1n some industries. to eliminate product variations
even tln‘ough the application of quality control technigues.

Variations in producers’ estimates of the nature of market démzmd with reference

to such matters as price sensitivity, colours, materials, or package size.

The essential production orieatatton ot Smith’s analysis with s emphasis on

variations or heterogeneity can be clearly seen on the supply side of the market. For

example, the last points above scems to tmply that vartations exist in the supplier’s

perception of demand rather than in the demand itself (Baker, 1985).

"However, given that such differences exist, Smith (1956) argues that "marketing

managers could pursue one or two alternative strategies. Either they could seek to bring

about the convergence of individual market demands for a variety of products upon a

single or limited offering to the market which is a strategy of .product differentiation
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usually through advertising or promotions or in some cases, however, the marketer may
determine that it is to accept divergent demand as a market characteristic and to adjust
product lines and marketing strategy accordingly, which is a strategy of segmentation”

(Smith, 1956).

Smith, admirably summarizes the differences between these two strategies as

follows:

In its simplest terms product differentiation is concerned with the bending
of demand to the will of supply. It is an attempt to shift or change the
slope of the demand curve to the market offering of an individual supplier

. segmentation 1s based upon developments on the demand side of the
market and represents a rational and more precise adjustment of product
and marketing effort to consumer or user requirements.

The above definition vividly portrays scgmentation as a genuine marketing
concept which occupies a central location between the polar extremes of the perfectly

homogenous market (Enis, 1980).

Segmentation offers several benefits. Engel et al (1997}., identify the following
benefits of segmentation:
a) A segmentation perspective leads to the market in terms of consumer nceds.
Segmentation thus improves management’s understanding of the customer and

more importantly why he buys.
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Management, once it understands consumer needs, s it 2 much belier pqsitit.m
to direct marketing prégranunes that will satisfy these needs and hence parallel
the demands of the market.

A continuous progrlammc of market scgmentation strengthens management
capabilities in meeting changing market demands.

Managemenl is better able to assess competitive strengths and weaknesses of
greatest 1mportance. It can identity those segments where competition 1s
thoroughly entrenched. This will save company resources by foregoing a pitched
battle of [ocked-in competition, when there s little less hope of market gain.

[t is possible to assess a firms strengths and weaknesses through identifying

- market segments. Systematic planning for future markets is thus encouraged.

chjmcntation leads to a more efficicnt allocation of marketing resources. For
example, preduct and advertising appeals can be more easily coordinated. Media
plans can be developed to minimize waste through cxcess exposure. This can
result in a sharper brénd image, and teﬁ‘gct cousumers will rlecognise and
distinguish products and promotional appeals directed at them.

Segmcntatiol.n leads to a mon:”pﬁ:ciéc sctt;n.nlg of market objectives. Targets aie

defined operationally, and performance can be evaluated against these standards.

Segmentation analysis generales such guestions as these: Should we add another

brand? Should we modify existing products, or should we attempt to reposition

a faded and obsolete brand image?
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As imporiant as segmentation is seen to be, there are still some lmitations of the
concepi. Thomas (1980), provides the following three situations when the concept of
market segmentation cannot be used: (a) where the market is so small that marketing to
a portion s not profitable, (b) where heavy users make up such appropriation of sales
that they are the only relevant target, (c) Where the brand is a-dominant brand 11 the

market, there is no basis for scgmentation,

It is pertinent to note here that segmentation 1s not a cure-all concept., Wl‘lilc its
benefits are noteworthy, the concept has its own disadvantages, Writing in support of
the above, Murphy and Ems (1980), conclude that "segmentation is expensive, and the
resulting pattern of market coverage majr be less than ideal.”

Rosenbcrg (1977), provides four crilcria_t’(nl' selecting markep segments. The

criteria are:

a) MEASURERABILITY:

Characteristics on which the scgment is bused should be able to be measured, e.g.

the population of a city, or coilege graduates.

by - SIZE: ..
The segment has to be large enough to make the marketing effort worthwhile.
There must be enough polential buyers with enough money (o cover the cost of producing

and marketing the product to gain sufficient profits. -
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(c) REACHABILITY:

Segment must be accessible to organization’s marketing efforts.

d) MARKET RESPONSIVENESS:

A clearly defined segment should react to changes in the market mix. E.g. if
segments are determined by reactions o pricing, the potential customers interested in

economy will buy less if a product price 18 raised.

Kotler (1991), has cited segment structural attractiveness as a major criterion for
selecting segments. According to Kotler (1991). "the segment may have desirable size
and growth and still not be profitably aitractive.” Porter (1980), has identified five
forces that determine "intrinsic'long run attractiveness” of the whole market or any
segment in it. According to Porter (1980), the forces which the company must appraise
are: industry competitors, potential entrants, substitutes, buyers and suppliers. Kotler

(1991), believes that these forces pose the following threats:

a) THREAT OF INTENSE SEGMENT RIVALRY:

According to Kotler (1991), any segment that has the following is
unattractive:numerous strong and aggressive competitors, the segment is stable or
declining, if fixed costs are high, if exit barriers are high, If competitors have high stakes
in staying in the segment; price wars, advertising battles, and new product introductions

which will make it expensive for companies to compete.



b) THREAT OF NEW ENTRANTS

A segment is unattractive if it is likely to attract new competitors who will bring
in new capacity, substantial resource and a drive for market share growth. According
to Kotler (1991), a segment is difficult to enter if entry barriers are high and retaliation
from incumbent firms also high. If the two are low then the segment is less atractive.
Porter(1980) holds that "a segments attractiveness varies with the height of the entry and
exit barriers.” "Companies therefore enter during good time, but find it hard to leave
during bad umes. The result is chronic over capacity and depressed earnings for all

(Kotler 1991).

c) THREAT OF SUBSTITUTE PRODUCTS:

The segment is unattractive if actual or potential substitutes exist. Substitutes

have the tendency of forcing prices down thus eroding profits.

d) THREAT OF GROWING BARGAINING POWER OF BUYERS:
Porter (1980), holds that "buyers compete with the industry by forcing down
prices, bargaining for higher quality or more services, and playing competitors against
each other - all at the expense of industry profitability.” Kotler (1991), therefore,
believes that there is segmont unattractiveness if: "buyers possess strong or increasing
bargaining power.” He shares the same view with Porter (1980). that the growing

bargaining power of buyers will force prices down and erode profits.
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According to Porter (1980), buyers bargaining power will grow if: they are
organized or more concentrated: when the product is undifferentiated; when the buyers
switching costs are low: when the buyers are price sensitive because of low profits; and

when the buyers can integrate backward.

e) THREAT OF GROWING BARGAINING POWER OF SUPPLIERS

A segment is unattractive if the company’s suppliers - raw material and equipment
suppliers, public utilities, banks, trade unions etc are able to raise prices or reduce the
quality or quantity of ordered goods and services. Suppliers are powerful when they are
organized or concentrated: when there are few substitutes; the supplied product is an
important input; when the switching costs are high, and when the suppliers can integrate

forward. (Kotler, 1991: Porter, 1980: Schnaars, 1998).

We shall use Schnaars words to summarize segmentation strategies. In his words,
"The pressence of clustered preference  patterns creates an opportunity for
segmentation.” He goes ahead to provide the following six possible segmentation

strategies:

a) GO FOR THE LARGEST MARKET

This is the first possible segmentation strategy a firm might pursue-going for the
largest segment. The intent is to build a strong position in the most attractive segment

and to concede smaller segments to smaller firms.
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b} SELL MULTIPLE PRODUCTS IN MULTIPLE SEGMENTS

Sething multipie products in multiple segments allows the firm to cover the entire

market with difterent product ofterings. This is the case with COCA-COLA..

) SELL A SINGLE PRODUCT TO ALL (OR MOST) SEGMENTS
"Some sellers forego segmentation. The fism hopes that consumers in many
prices. The product may not be exactly what they want bul it is acceptable given the

price.”

d) FOQCUS ON SMALL SEGMENTS

Schnaars (1998), notes that "many smaller firms have succeeded by focusing on

smaller segments of the market whiere they can exploit their competitive advantages.

€) CREATE A NEW SEGMENT

Some firms have succeeded in using innovation to create new market segmenis.
“The new product might reconfigure the market before industry incumbents realize that

the new product s neither a fad nor a farce.”

f) BREAK SBGMENTS INTQ EVEN FINER SUBSEGMENTS
Schnaars (1998), notes that "many firms have succeeded by segmenting big
segments into many smaller segments. He cites the case of NIKE- which designed socks

specifically for eighteen different sports.
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233 Market Share Strategics

Schnaars (1998), has observed that over the years, more attention has been paid
te markes share than any other marketing variable, He argues that the interest has
resulted from a long history of research that show that higher share leads to higher

profits. We shall examine the following four possible market share strategies.

a) Gaining Share, (b) holding or maintaining share, (c) harvesting, and (d)

divestment or abandonment.

2331 Gainine Market Share

Gaining or building market share is an offensive or attack strategy aimed at trying
to increase market position at the expense of competitors. A firm builds market share
by steating it from others. There is a clear sense of a battle Schnaars notes that

discussions of share gaining are rife with allusions to military combat,

Schnaars {1998), has observed that gaining share is expensive and risky and takes
more than desire 0h the part of the firm wishing to gﬁin share. According to Schnaars,
the overwhelming conclusior of rescarch on the topic is (hat 1t is not always possibic nor
advisable to gain share. He however, provides the following five conditions under which

share gains are most appropriate:
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i)

i)

v)

In-High-Growth Markets. Competition is often thought to be less Severe in high
growth markets. This is a central belief of the product life cycle. The logic here
is that buiiding share is casiest when a market is new and competitors have noi
had & chance to -s;stablish an impenetrable position. No competitor witl Tike to

start 1o start a price war when the pie is expanding.

When the firm bas developed a breakthrough innovation.
The argument here is that the introduction of a major new product creates an

opportunity to gain share Irom an assisting product.  That product may offer

- consumers better performance or lower costs.

When an acquisition can be expanded. A small start-up with ;1 hot prdduct may
be starved for cash for Expansion. When a large firm with deep pockets acquires
the small finn, 1t may be able o transrbrm. it into a larger market opportunity.

When a contpetitor is u‘nwil‘ling to fight back. Five reasons ;xist why a market

leader may be unwilling to defend its share.
First, the leader may be unwilling to sacrifice profit margins.

Second, the share leader may be preoccupied with opportunities In other
industries. It may be focussing its attention elsewhere and not on the point of the

challange.
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Third, the share leader may be unwilling to spend the fuinds necessary to defend
its share of the market. It may be willing to cede market position rather than

spend to defend.

Fourth, m some industries there may be no history of vigorous competition. In
fact competition may be viewed as a "gentleman’s game,"” where retaliation are

considered indignified (Porter, 1985).

Fifth, some market leaders are "asleep at the wheel.” They seemingly invite new

entrants to attack thetr markets.

v) When a Compeitor is Unable to fight back. Defending share is expensive. In
some situations a competitor may have the desire to Defend its share but lack the
strength to do so. Two basic reasons exist why a competitor would not be able
to respond to the compézitiv_e threats of an attacher.

First, the eefender may be a large firm in financial trouble. The second reason
why a defender would be unable to fight back is because of a resource mismatch. Small

firms simply cannot match the marketing museles of large, well finance giants.

Schnaars (1998), provides the following six ways to gain share. They are:
a) lowering prices,

b) increasing promotion,



c) new Products,

d) improving product quality,

e) increasing service, and
f) breaking the rules.
2.3.3.2 Holding Share

The strategy of holding or maintaining share is a defensive strategy that seeks to
protect what has already been gained. Schnaars (1998) argues that it is a reaction to an
attacker challenge.

The advantage of holding share belongs (o the defender. It is always ecasier to

hang on to the share one has than to steal some from someone else.

The following tactics are used:

473239

a) Selective Price Cuts -

Market leaders are often reluctant to make outright price cuts for fear of losing
margins. Selective price reductions that target the attacking product is an option. By
targeting price cuts to only part of the market. or to only a few products iﬁ the line, the
defending firm exposes only part of his sales to lower prices. Schnaars (1998), observes
that this Strategy works especially well against smaller competitors with no other source

of income. They cannot retaliate across a broad front.

o
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b) Price Cutting In the Attackers Home Market -

A variation of selective price cutting is o cut prices in the attachers home market.

This ‘entails for exampie a larger ailine going into the profitable routes of a smaller

airline which has expanded into the larger airlines profitable routes. There, the larger

airline cuts prices thus sapping the financial strength. of the weaker opponent.

C} " Heavy Promotional Spending -

Heavy spending on advertising and promotion also favours the share leader since

it has a larger volume over which to spread promotional expenditures. 1n an all-ous war

the advantage in promotional spending lies with the market leader.

d) A Focus On_Cuttings Edoe Innovation -

Innoation can also be used defensively. Market leaders can twart the moves of
aggressive competitors by flooding the market with new. products, leaving no room for

the attacker to leap frog current products.

e) Blocking Access to Distribution -

The rapid introduction of new products offers another benefit to market ’
It }cavcs the competitors products with no shelf space. . Other tactics that can
keep others from gaining share include: exclusive zigreeﬁ'lents, backward in

other defensive measurcs.



f) - Signalling Commitment -

Firms going for share gains will look for opportunities where competitors will not
fight back. That makes it easier for them. Schnaars (1998), argues that competitors will
be reductant (o fight commuitted cump{-:tilors. Attacking new products in test markets is.
one way to signal committment. Often, defending firms offer two-for-one coupons or
blanket a test market area with free samples of their own product while a competitor’s
test market is in progress. Schnaars (1998), observe that more insidious, defending firms
sometimes buy up large guantities of the test-marketed product to analyse and reverse
engincer. As a result, the firm running the test market might mistakenly conclude that

it has a sure winner on its hands when it really has a dog.

Another defensive tactics is the use of fighting brands. Fighting brands are

perepheral brands used to fend off attacks on the mother brand.
On the whole, committment is the key to market share retention. If competitors
think that the defender is not interested, and that they can enter unopposed, they will do

50.

g) Relationship Marketing -

Maintaining cordial relationships with customers has the effect of precluding

competitors from gaining share.
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h) Yigorous Later Entry -

Thus is entering the market {after the attacker might have gained entrv} with a
competitive advantage. This sometimes serves as the best defense against an attacker’s

offensive use of innovation.

Later entranis after regain the share cost through imitation and improvement. -
They introduce a new product that is second but better. To do so the defender must have

an advantage m brand name, reputation for quality, or distribution.
Schnaars provides two additional responses - imitation coupled with heavy
promotional expenditures, and price cutting for a sampler version of the new product

which ts targeted more towards the more price sensitive mass,

2.3.3.3 Havesting Strategics

Harvesting is seen as a -com_promise between defending and divesting. Harvesting
extracts cash from products that face emminent decine c& prolonged stagnation of
demand.

The strateQ;y recognize the fact that the business or product can stifl generate
inco‘n’te, but that future prospects do not justify heavy reimvestment,  Experts have
cautioned that the decision to harvest is & cleliﬁate oné that depend.s on the answers to two

key questions:

69



a) what are the future prospects for the product or service, and

b) what will happen 1f investment in the business is reduced.

IYPES OF HARVESTING

Two different types exist - sustained harvesting and severe harvesting.

Sustained harvesting extracts 2 moderate amount of cash over a long period of
time with the intention of staying in the business for years to come. The guiding
principle here is to extract cash without destroying the product that provides the cash in
the first place. The intention is to reduce costs drastically while reducing sales and

market share only slightly.

Severe harvesting extracts a large amount of cash over a much shorter period of
time. The goal is to get as much cash as possible out of the business before the bottom
falls out of the market. Many situations exist where severe harvesting is an option.
Schnaars (1998), argues thzif short-term harvesting is the best choice when (i) a
technological innovation has made an existing obsolete. (ii) a model change may be in

the work, and (iii) the market might simply be disappearing.
Kotler (1978) provides the following ways:

a) Cutting marketing cxpenditures, (b) Cutting research and development

expenditures, and (c) cutting plant and equipment expenditure.
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Schnaars (1998), points out that harvesting in essence 18 a strategy that lives off
the past good will of customers. He however, cautions that abusing that good will can
quickly boomerang unless the following steps are taken: (1) fergning commitment and

maintaining employee morale.

According to him a firm that shows clear signals that it is not interested in a
product category and is harvesting profits will find the wholesalers and retailers are
relunctant o carry the product. It is important Lo show some commitment to the trade,
the market and customers if harvesting is to continue. Equally, employees must be
considered. Good employees will leave while bad employees will sabotage business

targeted for severe harvesting.

2334 Abandonment

Abandonment is the ultimate lack of commitment to a product or service. A firm
that divests seeks (o sell or abz-mdo‘n the business. Two primary reasons exist why a firm
would want to divest. They are: when the product or service has-a poor market position
and when it does not fit into the company’s strategic base of businéss. Divesting a
product with a poor fit allows the firm to concentrate, and build a sompetitive advantage,

in one area of business. -«
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2.3.4 Image Enhancement Strategy

Over the years, people have come to associate store patronage with several
factors. Such factors range from purely objective attributes to basically psychological

oriented factors as well as functional beliefs of individual consumers (Akpan, 1990).

However, image has been given various definitions. Martineau (1958) thinks of
image as the personalities of the store and defined it as the way in which a store is
defined in the shoppers mind partly by its functional qualities and partly by an aura of

psychological attributes.

Arons (1961), defines image as "a complex of meanings and relationships serving
to characterize the store for people”. Kotler (1991), Richeat et al (1954) see image as
“the impression, personality, or mental picture, generally called to mind when the firm’s

name is mentioned."

As a result, your friend will either react with a lot of excitement to an invitation
to visit a particular store, or turn down the invitation with excuses such as that place is
good for nothing or that place is good for the pigs". These descriptions express your
friends feelings about this store. And since such feelings may be shared by a great
majority of customers, it becomes necessary for this store to embark upon a programme
to erase this impression. This is what image enhancement is all about. However, a store

image is more complex than say the image of an individual or personality because it is
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the cumulative effect of all the impressions made by all the firm’s employee eithér
directly or indirectly. For example, each time a sales clerk attends to a customer, each
time a bank advertises, each window or interior display each assortment of goods, each
remark about the store made by an employee (or anyone else) all contribute to the store;

image.

Since customers are aware of these characteristics, and their decision to patronise
or not depends on whether such image is good or bad or n line with the company’s
mission, management has a responsibility of fine- tunning, its policies to guide employees

in making day to day judgements in their work.

However, at any given time, the current image of a store is likely to lag behind
the reality of its mission. For this reason, management has to continually access the
visibility/favourability position as well as the content of the banks image. In order to

achieve this, management has to carry out an image assessment of the bank.

234.1 Image Assessment

No fruitful image assessment can be done with organization until research is
conducted to determine how the organization 1s seen by its various key publics (Kotier
1991). After the research the store’s management may be very happy with its measured
image and simply strive to maintain it. On the other hand, the organaization might

discover that it has some serious image problems, in which case its interest lies in
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correcting and improving its image, What is involved here is a reassessment of the
specific functional elements of the bank image. The elements are many, but the

important ones are location, design, assorument, services and personnel (Berry, 1969).

Since these elements are vital to any image enhancement program, it becomes

relatively useful to discuss then here in detail to highlight their importance.

Walters (1987) defines location as physical placement of the enterprise in its
environment". Today, many owners and management have realized the fact that location
of their establishments influences the way consumers perceive them and their operations
and are choosing their sites accordingly. Several eating, drinking places, and recreational
facilities are intentionally located at remote obscure corners to depict the "get away"
image. Here individuals as well as partners can "spirit away" from the watchful eyes of

spouses and parents (Akpan, 1990).

Stores that are located adjacent to their primary markets get more customer traffic
than those located elsewhere. Customers see these banks as friendly, interesting and
cooperative and their locations as offering convenience (Walters, 1987).

Another way of enhancing a bank’s image is by locating it among others. A bank
that is located among others that emphasis equality is likely to be associated with high

quality service. Such a location has a sort of trading up effect on the bank. Due to



psychographic tendencies, some customers prefer hotels, homes and offices that overlook
police stations and other security posts because of the safety and security these locations
communicate. On the whole, it is a matter of consumer preference. Consequently, a

location that meets customer preference creates a positive image of the store.

Accessibility is another image enhancement factor. When a seller makes his store
accessible to shoppers, he is communicating convenience. Shoppers consider such
factors as traffic flow, and parking as important criteria for store choice. Some sellers
locate their stores in busy down town areas without adequate parking facilities and expect
customers to beat a path to them. These stores sooner or later become victims of poor
location. No amount of advertisement or other promotional gimmicks can completely
offset the effect of poor location. "Promotion can help to reduce the poor image, but that
1s all it can accomplish” (Walters, 1987).

The store design also creates impressions in the customers mind. Indeed, the
most obvious of the physical‘ qua_litics of a store is the design itself. The type of fixtures,
arrangement of fixtures and equipment and store decoration are all carefully planned to
enhance a particular image. The customer is likely to feel that the bank’s mission is
reflected in these facilities. Consequently, the store should always be designed around
a theme. For example "a men’s store may want to stress a manly and athletic image. By
use of solid wood fixtures, natural wood colours, a few autographed photos of local and
national sports personalities, the store has the basis for the derived image (Wingate and

Samson, 1975).
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some stores convey the children store image by using iight colours, balioons,
pictures of ciowns, wildlife and story books characters on the wall. "If the stores’
exterior and interior are old fashioned, people tend to view the company as traditional

and conservative” (Jones, 1976).

Modern facilities convey liberal images and are viewed as willingness to change
and adopt new methods. Any management that allows its facilities to become run down,

is conveying a message of incompetence and poor quality.

Recently, the uée of burnt bricks in buildings hag brought the rural theme into
prominence. Most recreational facilities are also enhiancing the rural theme by
emphésizing traditional or local-eating_ and drinking implements (Akpan 1990). For
example, sellers of ‘Isi Ewu’ a traditional delicacy, use traditional wooden mortars to
popularize this theme. Sellers of "palm wine and pito” use both local calabash cups and
filters for the same purpose.‘. A}so in this area the use of thatched huts by most

recreational outlets is an example of rural theme properly communicated(Akpan, 1990}.

Display fixtures in a store aid in creating the desired armosphere or the
impression to be made on-a consumer. "If the policy of the slorelis to make an economy
appeal and to handle merchandise at moderate prices, the fixtures should be simple and
not expensive. When the poliéy is 1o handle iop quality merchandise and to extend

considerable personal services, the fixtures should be in keeping with the theme (Jones
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1976}. This means that the finish and construction of such fixtures should suggest quality

and service.

Several aspects of store’s desién can go albng way 10 inhibit fhc store image. A
store entrance with steps and columns is a useful example. These features are hazards
for the company, the elderly , and the customer wha is ina hurry, hencé_do not create
any positive image. Store owners arc now capitalising on this convenience factors by
providing automated doors and éscalators._ In some communities things like candies in
restaurants to create an atmosphere, crosses, triangles as well as certain colours are

considered offensive as they are closely associated with personal issues such as religion.

Assortment refers to different classification of goods, such as ciothing, furnishing,
groceries, building materials etc. "But often the term is used to refer to the range of the
variations of a single product as, for example, the different kinds of light bulbs that may

be carried (Jones, 1976).

"Laboratory experiments and surveys indicate that stores offering-either a deep
assortment or wide variety of product lines are preferred over stores having medium.
depth or breadth of assortmrent (Alderson and Sessions, 1962). "However, as customers
cont.inue to fook for savings through one-siop shopping, the completeness of product
assortment becomes an important evaluative f:rite.rion. It tak;as a little time for a

restaurant owner who offers only Okro soup to realise that he is losing business to a
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competing restaurant that happens to have more than three types of soup on its menu. In
the same mapmer, a bar owner who sells ahhost every available brand of beverage is
likely to get moré patronage than his competitor who sells only one or two brands (Tende
a.;nd Alfa, 1998). A wider assortment encourages suggestive selling, expilanation, and

service, all of which give compieteness to the product {Akpan, 1990).

Related to product‘.assortmcnt 15 the products package. The products package is
considezed a stimulus factor, and has the abiiity of shéping conslumers-percéptibn of the
product. For instance, when an hotel uses toilet paper to wrap its meat pie for customers,
they are more of less associating their meat pie with the kind of human wastes. that go
with toilet papers. The customers.’ perception of their meat pie is not far from this either.
An appropriate packaging evokes good impression and awakens the store’s image

(Akpan, 1990).

The price of the product is another image enhancer. However, the importance of
price in this area depends on the type of the product, store and customer. If a seller
emphasizes low prices and is appealing to the low income group, discount pricing is

recommended (Tende and Alfa 1998).

To maoy customers, high prices are surrogate indicators of high quality and
sellers can use high prices to appeal to a particular market segment. But as the present

economiic trend continues to make what should be necessities to become luxuries for most
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consumers, the importance of discount pricing as an image factor is bound to increase

{Akpan, 1990).

Rachman (1969), defines services as "none price devices used to help the retailer
differentiate his offering in order to achieve high sales and thereby maintain a certain

segment of the market”.

Larson et al (1976), sees services as 'all those non price activities undertaken by
a retailer to assist him or her in carrying out the mission to achieve the firm objectives
of customer satisfaction and higher sales volume. Unfortunately, Nigeria store owners

do not seem to consider service as an important aspect of their image (Eguche, 1998).

There 1s no questioning the fact that firms that offer similar merchandise use
services to make specialized appeal to consumers. A seller who wants tb increase his
product satisfaction can employ such services as credit, alterations, installations and
performance checks. Delivering, parking, and wrapping, can also be employed to

enhance convenience(Tende and Alfa, 1998).

Special benefit serwices such as product return, handling of complaints and
repairs, all add up to create positive impressions in the minds of consumers. It is sad to
realize that many stores in Nigeria do not provide shopping baskets and carriers for

shoppers. How then can they expect people who buy in bulk to patronize them? Shopping



baskets provide convemence, while the provision of carriers communicates appreciation
and friendiiness (Akpan, 1990). " Installation and alteration are iype of service that
usuaily can not be separated from the product as they are necessary to complete the
product (Walters, 1987). "As a nésult sellers of heavy equipment and apparel can
effectively enhance their images if they make these services available to consumers.
Imagine the magnitude of embarrassment one gets trying on a trouser in a general apparel

store which has no fitting room.(Akpan, 1990).

Anothe; image enhancer is availability of clean basic conveniences. Most of our
stores especially recreational places provide only make shitt urinanries. They forget about

oihcr important facilities, like toilets and related fixtures (Akpan, 1990).

On the whole, while the provision of service may appeal to either the real or
whimsical needs of many consumers, "the reduction of service has been converted to a
positive selling tool since it infer that a retailer is pursuing a policy of low prices

{Larson, 1976].

"Store personnel are the living symbols of the company (Walters, 1987)." All the
good effects of product assortmient, location, store design and service offering can be
destroyed by ineffective personnel. Many consumers consider the attitude of employees

as the best guide to the true personality of the business (Burstiner, 1973).
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Following this, observers agree that ... failure of a storc to make sales is a
direct result of the negative attitude of store employees (Olsharsky, 1973). They also
agree that an estimated 70% of consumers who stép patronizing a particular store do so
because of employee attitude. I order therefore, to create a favourable image of their
company, employees have to treat customers fairly. They have to show interest and
attention rather than focus on the sales. It Is part of an e):pected service for store
ampldyees to-be able to direct, be friendly, courteous, helpful and knowledgeable in the

area of product features.

According to Waliers (1987), "any enterprise, whether self service or using sales
personnel can benefit from a company of friendly, courteous, helpful customer relation.”
How often have you been ’disgﬁsted’ by the presence of unkempt personnel, especially
in the food service busine:gs (Akpan, 1990). Personnel’s personal appearance matters a
lot. Management can buiid on this by stressing e1ﬁployee personé_l cleanliness and dress

code (Jones, 1976).

This is as a result of the great emphasis that 1s pl.aced on consumer Comact— in:__
retailing. Excessive méke ups, unacceptable dress styles, unkempt hair and nails coupled
with offensive body odourscan communicale a negative image of a store {Akpan, 1990).
To avoid this, managémcnt must presc‘ribe dress code and proper length of hair for both
male and female employees (Jones, 1976). Obscx'vation shows;that several personnel

actions, such as chewing gum, sleeping on duty, staying on the phone, throwing
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customers change on the counter, playing loud music in the store, using offensive
ianguage, picking on certain parts of the body/especially nose) and exhibiting preferential

treatment can be very detrimental to a store image (Akpan, 1990).

To check this, a very effective training program is prescribed. "Training changes
attitude. Rt ... helps the employee to gain confidence in his or her ability and this s
reflected in overall attitude and behaviour toward the customers, store itself, and fellow
employee” (Larson 1976)'.Effective n‘aining feads'to customers satisfaction which helps
to buiid patronage. If management is anticipating the opening of a new store, employees
should be trained before the new store is opened (Larson, 1976). However, for any
training that is directed toward enhancing the firm’s image to be effective, it must be
"top-down". The top down method is important because workers are more attentive to
training if their supervisors thoroughly understand the program and are sold on it. A
chain that embarks on a training program that is based on the company’s manual of
0pe@tioﬁ offers better store 'oper_ations, and customers get a consistent product from

Calabar to Sokoto (Akpan, 1990).

2.3.472  Oljectives of Image Enhanccmént

Kotler's (1991) definition of image as "Lthe set of beliets, ideas and impressions
that a person holds of an objects clearly captures the major objectives of image
enhancement- that of conditioning the attitudes and action of people toward the business.

Other objectives are given as: the need to cultivate are image in the customer’s mind;
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the need to captive a given target market; the need to increase the orgarusations market
share; 1o develop confidence and social staius in its customer; to benefit from an
expected,. untapped market opportunity and to éorrect negative }IJI‘Ofit..

Kolter {1991}, however, points out that an organisation might, not warng a very
specific tmage, some settle for a  diffused image so that different groups will-see the

organisation in different ways.

2.343 Benefits of Imape Fnhancement

The benefits of image enhancement are th.ree dilﬁcnsional (Kotler 1991). They
are:

a. the benefits to the organisation

b. the benefits to custoniers and

¢. the benefits to e_mployeefs.

The benefits to the organtsation can be listed as follows:

a. increased market share,

b. establishment of a long term good- .will,

C. creation of confidence in customers,

d. increase va.lueiof organisations offerings,

e. increased customers patronage leading to high profit,

f. leads to a sustainable competitive advantage (SCA), and

2. acts as a factor ‘of differentiation between the organisation and the
competition.

83



The benefits 1o the customer are: {4) It creates awareness on what is soid and the

type of service offered; (b) It affords convenience to customers.

To the employees of an organisation an eftective image enhancement programme

stimulates and sustain high employee morale toward high productivity.

2.32.5 Customer Satisfaclion

It has been observed that starting in the late 198:05, customer satisfaction turned
from a back water curiosity into a mainstream CI‘Z;ZE. Schnaars (1998}, has also noted”
that companies in virtually every industry recogmized that they could gain competitive
advantage by keeping customers happy, or even "delighted.” Companies embraced the
idea that satisf{ied cuétomers Were Imore loyal, less lik_ely {0 swi;i:h to a competitor who

offers lower prices, and could spread favorable word-of-mouth communications.

Schnaars notes that th’c C.‘mze. for customer Satisfaction grew out of the total
quality management (TQM) movement of the 1980s, z-md that as the 1980s faded, it
became clear tiat merely providing customers with products that were reliable and
durable was not enough. The search for quality evolved into the search for total

customer satisfaction. -+
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2.3.6.1 . Why Customer Satisfaction Is Important

Schanaars (1998), has 1dentitied the following clear Strategic benefits to customer

satisfaction. Theyv are discussed below:

a) A Reaciton Ta Low Cost Producers

Schnaars (1998). has observed that competition in_ many indusiries are
characterized by over capacity and over supply, that has led, in s.omlc cases, Lo sheer
price cutting as a means to gain maket share. The recent interest in customer satisfaction
can therefore be seen as an attempt to defend against low-cost producers. The argument
is that firms have discovered thaf many customers are willing to pay higher prices for
better service and higher quality. |

A macro economic effect has also been associated with those countries that have
higler cost structurtes that have cmbréced customci‘ satiéfaction i4$ 2 means (o compete.
globally. They offer higher-priced’, but betler-quality merchandise, giqng with supperior

service as an antidote to low-cost producers.

1) The Economic Benefits of Customer Retention

Versus Perpetual Prospecting

Sound cczonomi(_I: reasons exist for keeping customers satisfied, even if doing so
cost money in the short run. Numerous economic studié_s have showﬁ that it is cheaper
to kéep current customers satisfied than to prospect continually for new customers.

Current customers have no acquisition costs. Keeping them happy, and hopefully loyal,
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can boost profits compared to a firm that must perpetually replace the 10 to 20 percent

of its customer base that the average firm loses every year.

c) The Cumulative Value of Continned Relationships

In recent years, there has been a growing recognition of the life-time value of
customer relationshps. Schnaars (1998), has observed that keeping a customer loyal to
the firm’s products and services for an extended period of time creates an annuity thaz

dwarfs the value of individual purchase.

d) The Power of Word of Mouth

The persuasiveness of opinion leadership i1s well documented .(Schnaars, 1998).
Schnaars, observes that many ébmpanies have found that the opinions of friends and
family are far more persugsive than advertisements. For that reason many firms track
not only overall satisfaction but how willing a customer is to recommend the firm’s
products to others. It is an :;spc:(“:ial]y pop.u[zlr pl.‘zl-CtiCCIiI‘l mmdustries such as cars and
appliances, whare co.nsumcrs purchase once and are ther out of the market for years.

In such instances, recommendations can mean more than satisfaction ratings.
Schnaars (1998), notes that recommencdations are especially important in business

where every firm is given a high customer sarisfaction rating. A firm that earns high

ratings but low recommendation scores has a problem.
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Experience has shown that nega'tive word of mouth can be as devastating to .a
company as posiive word of moull_l is beneficial. Dissatified customers infect others
with a strong, negative predisposition toward 1 firm’s products ar%d services even though
the recipients of that advice have no direct experience with the firm. The problem is said
to grow exporentially as the number of dissatistied customers increases. "If the firm
creates enough dissatistied custgmers, negative word-of-mouth communtcations dominate,
and even define, the firm's public image. That is why dissatisfied customers can be

“terrorists” to a firm’s repotation.” {Schnaars, 1998).

Schnaars (1998), notes that an equally tro_ublesome is thf; tendency for negative
word of mouth to spread faster and farther Ithan positive word of mouth. Dissatisfied
customers arc more likely to tell ofhers about their bad experiences than satisfied
consumers afe likely to relate good experiences. That alone is a poteht reason for ﬁ.rms

to adopt a customer satisfaction program.

e. Reduction In Price Sensitivigy

It has been proven that satistied customers with long-term ties to a company are
less likely to bargain for lower prices on every Individual purchase. In many instances,

customer satisfaction takes the emphasis off price and puls it in service and quality.
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2.3.5.2 Consumer Satisfaction As A Forward Looking

{ndicator Of Business Suceess

Consumer satisfaction is believed 10 be a long-term strategy. It takes time o
cultivare a reputation for superior service, and requires that a firm invest heavily in a
wide range of activities meant to plase present .ancl future cusfomers. Schnaars, has
argued that whereas customer satisfaction programs are expensive propcesitions that add
nothing to the immediate boitom ling, the payoft he notes comes long after, and the
benefits persisit long-term. This according to Schnaars is what makes customer
satisfaction a fﬁrward-looking indicator of bué.iness success that measures how well
consumers will responﬁ {0 a company in the future. Other measﬁres of market
performance, such as sales and market share, are backward-looking measures of success.
"They teli how well the firm has done in the past, not how well it will do in the future.
A firm may sport fine financials but if it is sowing dissent and dissastifaction among its“
customer base those financials wiil not last" (Schnaars, 1998). Customer satisfaction

measures are said to be more predictive of future performance than current accounting

data.
2.3.6.3 Seven Elements Of A Successtul Customer

Satisfaction Program

Schnaars (1998), *has identified the following seven customer satisfaction
programs. (a) Quality products and services, (b) relationship marketing. (c) loyalty
promdtion prozrams (d) a focus on the best customers, (€) effecient complaint handling,

() unconditional quaranties and (g) pay-for-performance packages.
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a) Qualitv Products And Superior Service

Before a firm can even hope to implement a customer satisfaction program, it
must have a guality product and good service. At the very least, standards must meet
those of major industry players. Quality comes first, satisfaction programs follow. The'
truth is that hugh customer satisfaction firms tend to provide high levels of suctomer
service. That according to Schnaars (1998), is often how they justify their higher prices.
It has also been observed that on the average, high service firms .éharge 10 percent more

than lower-service firms.

b) Relationship Marketing -

A key ingz'edient to any loyalty prpmotion program is the building of long-term
relationships with customers. The assumption is that strong, mutually beneficial
rela;ionshps between buyers and sellers build repeat business and promote consumer
loyalty. Schnaars (1998), has noted an increase iln the trend tovgard more and stronger
relationships. e points out tﬁat tpday, an ihcreaéing number of economic transactions
take place between buyers and sellers who are work'ling together.. The following
differences between single-transaction and relationship marketing .have been identiﬁed:
Single-transaction marketing focuses on a discrete, individual sale. Like a one-night
stand, the relationship is- said (o ¢nd onee the sale is consummated. | Relationship
mearketing assumes a different kind of courtship. It proposes a veritable marriage

betwen the buver and seller that starts once the first sale is transacted.
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Other differences have been cited. While single-transaction marketing forcuses
on prices, relationship marketing shifts the emphasis to non-economic satisfactions, such

as service, delivery time, and the certainty of continued supply.

Relationship marketing presupposes the oppor{unity for shared bene_fif Based on
this experts believe that it can only work if the buyer and seller can agree on a
relationship that satisties both partners.  Single transaction marketing according to
Schﬁaérs (1998}, wo_rks on a model of contradictory needs - the buyer wants a good

price; the seller wants a high profit.

It has also been observed that some relationships are forced. This happens when
firms enginner switching costs into their transactions. Buyers can however léave the
realtionship, but will do so at a cost. "Firms that rely on proprietary technologies and
patented parts also form forced relationships. Long term contacts do the same. In each

of these cases the seller may bolt given the opportunity to do so."  (Schnaars, 1998).

. Relationship; marketing has its own risks. A firm that builds a relationship with
its customers usually charges a premium price for increased service. That leaves the
firm vulnerable to price competition from low-price Sellers, who offer less service but

also charge less.
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The defectzon may however be partial. That s, customers may switch their large,
easy to fill orders to lower-priced competitors who specialize in such transacticns, and

feave the smaller, more difficult orders to the high-Service.

1t has also been noted that attempts to build relationships with customers may fail

because:

a) Some customers may refuse to become dependent on a single supplier. (by There’
may be no mutual benefit for buyer and seller. (c) Some customers may prefer a short-
term focus based solely on how prices ... Schnaars (1998), argues that relationship

marketing is often, but not aiways, successiul.

c) Loyalty Promotion Programs

Loyalty promotion i)rograms have become a widely used way to build buyer-seller
relationships. The objective is reward heeavy users for ‘staying loyal to a single sefler’s
product. The airline industry, hotels and car rental companies engage in loyalty

promotion programs.

d) A FFocus On The Best Customers

Schnaars (1998), argues that although loyalty promotion programs vary greatly,
what all have in comumon is that they target the most valued customers. Their focus s

almost on 20 percent of customers that routinely consume 80 percent of sales. Attention
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is drawn to the fact that the best customers are more than merely heavy users. Other
qualities inciude prompt payment of bills, requii'ement of less service (because they
already know how to interact with the firm) and less price sensitivity, preferring Stability

over perpetually changing to the vendor that currently offers the lowest price.

~ While pursuing a focus on the best customers ﬁrogrmn, the Seﬂer must be ready
to let bad customers go. Studies have shown that many small customers not only do ot
generate enough sales volume to make their business worthwhile but they often take up
2 disproportionate amount of the seller’s servife time. There is always a tendency for
the seller to lose money on éa_ch sﬁch transation. It has been observed that just as loyalty
bromotion programs reward heavy users, so too do additional fees and annoying

surcharges discourage continued patronage of small, unprofitable buyers.

e) - | Effective Complaint Handling

Schn_a;drs (1998}, has observed that complaint handling is tied tightly to product
quality. He opines that a firm must make products that work right the first time before
it even considers installing a complaint handling system. He summarizes by saying that

quality assurance must precede complaint handling.

Strong economic arguments exist for installing a complaint handling system.
Areas of customer complaints include the products delivery times, or Service. . The figure

2.4 below shows what happens once customers have a problem.
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Fig. 2.4: THE COMPLAINT-HANDLING PROCESS

CUSTOMER
ACTION

CUSTOMER DCES

NOT COMPLAIN

COMPANY
RESPONSE

LIKELY
GUTCOME

NONE
POSSIBLE

CUSTOMER
DEFECTS

CUSTOMER

DOES

COMELAIN

COMPLAINT
NOT
RESOLVED

CUSTOMER
DEFECTS

SOURCE : Schnaars, p.192.

The dissatisfied customer typically decides either to complain or not to compiain.
Schnaars (1998), cautions that an absence of complaints is not necessarily a good thing.
- He notes that 70 percent of customers experiencing a problem with a product or service

do not complain, either because they do nt have the time or they do not think it will do

any good.

COMPLAINT
RESOLVED

CUSTOMER
LOYAL

These dissatisfied customers usually unknown to the firm defect.
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Compla.ining customers are said to be a “top of the ice-berg.” They give firm a
chance to resolve the complaint to the satisfaction of the customer. It takes speed of
response to turn the dissat_isfied customer inte a loyal patron. This 1s one of the reaons
front-line empioyees must be empowered 1o aét quickly on customer complamts, without

having to obtain myriad signatures and approvals.

Complaining customers must have casy access to the company. “A firm that
allows for easy access stands 1n stark contrast to a firm that passes consumers from one
person to another in the organization until they give up and shop elsewhere.” (Schnaars,

1998),

It is also important to be ‘customer sensitive. It is through having empathy with -

irate customers that continued brand loyalty is sustained.

f) Unconditional Guarantees

Unconditional quarantees are required for any cﬁstomer Satisfaction program.
" They reduce tlu:.risk. of consumer pﬁrchasc, signat p_roduct quality, and unequivocally
state that the company stands behind its products. Schnaars (1998), argues that the best

quarantec 13 the one that thg customer will never have (o act on.

Fraud has been cited as one of the risks of unconditional quarantees. However,

it is generally believed that the vast majority of consumers involve quarantees only when
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they are truly disatisfied. Also, the good will and positive word of mouth that is created

by the quarantee usually outweighs the inevitable vip-off.

2) Performance-Related Pay

People make a customer satisfaction program to work. Employees must be
rewarded for helping increase customer satisfaction. In fact, a recent study found 26
percent of all sampled companies has sales compensation programs tied customer

satisfaction and quality measures (Romano, 1995).

2.4. MARKETING OF COMMERCIAL BANK SERVICES

Olalusi (1986), defines marketing of commercial banks services as "identifying
and stimulating demand f‘oi the banks servicés; meeting that demand byl mak.in'g available
the banking services in the most effective manner to present and potential customers; and
achieving the profit and other objectives related to the identification, stimulation and
satifaction of demand for thér bank services.” In Seebohm’s (1998) wolrds (see Kuru
2000), marketing of banking serificcs can be described as: (i) identifying present and
_ future markets for services; (ii) selecting which markets to serve and identifying customer
needs within them; (ii1) setting long and short-tern goals for the progress of existing and
‘new services; (iv) mzriiziging_tlle services as (o persuade customers (o use them at a profit,

and controlling their success tn s¢ doing.
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in Ajayr’s (1996), view, marketing of bank services involves the provision of
arrangement for orderliness at banks; efficiency in the performance of basic tasks such
as cashing a cheque; the need to speed up the process of intra-city and inter-city clearing
of cheques; provision of basic information on customer accounts; and the training of staff
to be courteous and effective in rendering services to the customers, Accordin;g o
Nwankwo (1982), the customers of the bank must be placed in the forefront 6f the“
corporate thinking, since the sprvival of the whole business lies on the customer’s
patronage. In his opinion, effective marketing of bank services implies the following:
a) The forward thinking followed by forward action i.e. identifying and anticipating,
which involves courageous decision taking. It also involves the defennination of
good image projecti.on to the F:ust01nel' and the public at large.
b} . A total company audit to identify areas of sﬂéngths and weaknesses, to determine
areas of speciaiizati_on.
¢)  Meaningful market segmentation that allows serviéezs to Be éffelctively' tailored to
identifed interests.
d) provision of the right service at the right time at ihe right .price to the right
customers at the right place. |
4732239
N-wankwo emphasizes that the starting point of marketing is the “need
indetification.” "Once the need of the customer is idenﬁfied, me-.bank will be able to
develop a product 01'.sewic':e that will suit this customers need at a profit to the bank."

He goes on to state that since the banking environment is very ddynamic, the banker
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must always be on his toes scouting the environment to see whether his services is still
satisfying the cusiomers need or there are changes in the demand for his financial
services. Nwankwo (1980), conciudc.s by stating that "with the maketing approach, the
bank no longer sees itself as offering traveller’s cheques or safe deposits, but as
marketing security, no longer as issuing cheque books or crdit cards but as facilitating
cash requirements, and no longer offering loans but enabling customers to satisfy their
needs and wants today instead of wating tili tomorrow when they would have saved

enough.”

Seebohm (1973), stresses the role of Chief executives in determining marketing
strategy. He identifies two important responsibnilities of the chief executives - strategy
determination and seeing that the bank is always properly positioned in the business
environment. Seebohm concludes by pointing out that the survival of banks as
individuals and as industry, depends on the management at all .levels being market
oriented. lﬁ this regards the b‘ank_must decide what customers want in the form of
service and make them available. Ajayi (in I(ur'u. 2000), is also of the opinicn that for
a successful marketing of bank services to take __place, there must be commitment at all
levels of the organization. Acording to him, every member of staff from lower level
to top level management must realize the importance of bank marketmg. He concludes
by pointing out that the quality, effectiveness and‘good face to face selling of financial

services rendered by bauk are vital factors for successful marketing.
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Maiden (1983), has Obéel'ved that the ﬁwrkctkng of bank.ing services "was
concerned primarily iwith the problem of establishing its_;clf as an-acceptable worth-while
function.” In Maidén’s view, many bankers are faslt inl realizing the importance and
impact of maJ..'.kcting in changing not only the banking business but globai financial world.
’ They are coming to grips with the idea that consumers needs and desires are the basis
upn which the future of their busmess depends. Maiden (1983) .attributes the increasing
importance of marketing in the banking industry to four occuring market place factors.

The factors are:

a) * increase competition

b) increase technology

) increase sophistication of those customer and

&) increase cost ofl meeting customers needs profitably.

Oguntade (1987), holds that bank marketing lis relaticly new in Nigeria.
According to him, "until reeeﬁtly,‘ the banks operated 1n the sellers market and this gave
rise to the phenomenon of demarketing." Oguntade, argues that the Nigerian banker ié
an "arm-chair” banker who aims for busikness and cares little or nothing about his
customers.

Arguing in a similar direction, Nwankwo (1980) observes that "Nigerian today
is a sellers market. It is a place where the problem is not selling but producing because

anything and e erything sells.” Accoding to Usman, Banking is no exception. Oge
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would therefore question the rarionale for bank marketing in nigeria since the country is

in a sellers market.

Usman (1988), is in support of Oguntade (1987). He argues that "the marketing
of financial services in nigeia is characterized by what is commonly known as "arm-
chair”, where officers simply stay glued 1o their chairs and waited for the business 1o

come to them."

Olayinka' (1999), has however, poiﬁted out that "it 1s pertinent to know that the |
banking. sector is no longer operating under_the sellers market again.” According io the
auth‘or. the whole industry became very competitive as a result of the entry of merchant
banks and other finance housés, coupled with the in_strodu_c‘tio_n of the_ Structural

Adjustment Prcgramme by the governmeat in 1986.

2.4.1 Market Segmentation In the Banking Industry

Kotler (1991}, defines market segmentation as "the sub-dividing.of'a market into
homogenous subsets of customers, where any subset may conceivably be selected és a
farget market to reach with a distinct market mix.” Kuru {2000), observes that the
market for banking scrvices 1s divided into two distnct categorics; the personal and
carporate customers. In his opinion, each ségment caﬁ be further sub-categorised l.e.,
the pcr56n31 customers can be segmented 1nto age 'groups, incone levels, social class, |

marifal status, geographical location, etc. On the other hand corporate customers can be
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segmen.ted into small medium and large scale businesses, or importers, exporters and
domestic traders. Kuru aiso _believes that "segmentation analysis may be used to
influence decision about how many and what types of products and services are needed
io satisfy different demands. Alternatively, it is used to plan different ways of selling
the same product or service." Kuru identifiéé the essence of market segmentation to the
banker as follows:

a) The bank can make adjustments to their produéts or services., ulfhich give a more

deirect appeal, by satisfying customers’ needs specifically.

b) The bank is able to discover and develop market opportunities more readily.
c) The bank is able to develop a marketing plan and programme with a better

perception of how distinct segments of the market will respond 1o their

programmnes.

The choice of target markets by a bank and its decision about developing a service
more energetically or cutting a service will depend on profitability of the service. profits
- depend on market demand; the price at which services can be sold, their cost and

competition from other banks and organrizations.

242 . The Marketing Goneept and Bank Service Marketing
Gwarzo (1999), strongly believes that executives in our banking industry have
traditionally not been marketing oriented. In his view these executives have lagged

behind sellers of other products in accepting the marketing concept, and . have been
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generally slow in adopting promotional methods, "product” strategies and other
marketing techniques. However, Gwarzo believes that most banks are striving to wear
a new image. According to him, a major contributing reason has been the dynamic

nature of the industry.

;‘icvcml banks are making concerted efforts to attract and keep retail (consumer)
business. "Buildings and internal la’t-youls arc now designed to project an image of.
warmth, friendliness, and informality,” (Gwarzo 1999). These banks have also 'enlarge:-q_
the assortment of their service to include insurance, persomi ﬁnaﬁcial- counselling,
payment of customers’ monthly bills, 24-hour outside deposit and withdrawal facilit.ics,

and programs for electronic banking in supermarkets.

Gwarzo (1999), has however, noticed a trend in the banking industry. He argues
that "new banks had overtaken quite a number of old ones, and had surprised everyone
by way of returns." He howéver,_ warns that those who are growing too fast may be
swimming in troubled waters. Patrick J.D. (Former M.D., Merchant Banking
Corporation) confirms this. He argues that, the too aggressive banks may go under
because banking is a conservative business. From the MD’s experience, those banks that
grew too quickly had problems, but those that grew conservatively stayed. The former

Chief executive believes that one way to get on well as a bank is to try to be different

from allghe others.




2.5 TOTAL QUALITY MANAGEMENT (TQM) AS A RECENT STRATEGY

FOR MARKETING COMMERCIAL BANK SERVICES

V;r’ithin the TQM ‘franiework the terms Quality and E)_(celle;nce are nowadays used
illterchaﬁgeably. The term Excellence became popular in the late *70s and early 80s with
the p.ubl'ication of the book I‘N SEARCH OF EXCELLENCE by Tom Peters and Rober:
H. Waterman Jr. The book did a lot to raise Quality awareness in America and the rest |

of the world.

In one of its numerous graphic examples, the book tells the s-tory of how workers
in Frito Lay, a. subsidiary of the Pepsi Cola Company, braced snow, sleet, mud, hai; and
storm-to service customers all in. their 'continuou# bid 1o 'uphcild.-th'e company’s service
© record (Peters and Waterman Jr 1982). Such i%;_the ‘emotional appeal TQM has cm-

people when it takes hold.

Globgl_ly, it has been I'c_:c_i;;}gnised that _the. pracess of c‘c.mtinuous .improvemem
(Kaizen in Japanese), thf: _hallma;'l( of the Total Quality_ Movement has been the key to
]apan_’_s econ&:mié ascendancy, Ina rél_ativelf shorf peribd 6f 40 yeﬁrs from the end of
the Second World Wér, the Japanese have taken over and now dominate so completely
certain markets that wefe‘ previously the cxclusive. préserye of American and Européap
companies. These inciudc stee_l, shipbuilding, cars, cameras, watches, television:and
other househo.-ld entertainment. é?éctrdnics, o mention a -few. Such names as Sonny,

Toyota, Honda, Toshiba, Sanyo, 10 mention a few, are now household names worldwide.
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The success of the Japanese industries cannot be separated from their close attention to

~Quality. Mcdonald; (1993) Juran (1961) predicted the Japanese miracle.

So whé_-t _’is TQM,-all about and \&hét_ are the pay offs? Total Quality Management
(TQM) is a .cdntept ﬂiét_ has emerged as a way t0 ﬁchicve a systeins_approach to Quality
1ﬁanétgemént. TEM féfe_rs to a total commitment_ to Quality. Total in this sense refers to
an QVeralI i_nteg_rated a.p';'::).roach td QII aspects of quality, considering all the people, all the
hard:ware_-, all 3t;1€'. sof;\aff;re,.'and' all the organisz;tiopal,resources. Quality mahégemeﬂt
involves an .inte'.;.gratcctl nianagemém of all the .j’un_cbions that can 1mpact on'the quality of
3 product (o1 s.é_rvicq)u. .'Surnmai-'i'sing tﬁe essence of Total Quality Management, Badiru
‘and ";Ayen'i (1-993), gi-vg ';fhis-illlportan{ clarification: “Quality assurance sets the standards
for .prod-uct' (a:n‘r:l serwce} 'Quéliij, while quality Control inuplen}épts or enforces those
_ standards. Qéalit}f '_r_ﬁainagement overseés and iﬁtéjgre_ttes all functions that can influence

quality.” (Badiru & Ayeni, 1993).”

TQM is a (.:L.o.mpﬂehensive .system tor achieving continuous improvement in
customer satis__f:laction.: Itisa philosophj of total integration of the businéss to a_chjevc
the required result. The goal is (o achieve greater efficiency and etfectiveness, lower
o-pcfating cost, and incr;:a-éed markc_t 'shzu‘é. TQM pi‘acticé_s focus on Satisfying customer
needs. This means makmg thé needs of the customer the priority, expanding the
relaﬁbnship beyond 'itra-ditional services and ‘incorporatin.g the custorﬁer’s needs in the

company’s business plan and corporate strategy. For top management, TQM means

103



Ed

improving the inlernal financial and operational management of the company thereby

better serving the needs of all stakeholders (AIMR, 1993).

Fortuna (1992)., writing in the same vein says "what we mean by quality is more
than - the traditidnal nqt_ion of quality of products and services. Qur definition
sllimdlfaneousl y encompésses improvement cost position, delivery performance, time taken
o get products unto th;: market, and responstveness to changes in the market—plac‘:.- it
18 a b.'.{.)_ttom fine iésue that addresses the very roots of a business, and it requires a change

in thinking from the top of the organisation to the bottom” (Fortuna, 1992},

TQM means changing the way people do things so as te minimise the potential
f?r erro:r' and or Jefects. The TQM approach uses statistical methods to find problems
that CAUSE errors or defects. The TQM philosophy is so called because as Mike Robson
(.1990), poinfs out, "It involves everybody in the organisation, it involves every single
piece-}_ of work done iﬁ th;: 0}‘ganizatioﬁ, and it requires total (management)

c.o-m_mitment(Robson, 1'990),_

__ Badim. and Ay_éni (1993} use the business-customer integration loop to expiain the
TQM approach. Quality_ systems integration requires that the business looks out for the
customer, while the customer looks out for the survival of the business. For, if there
lS .n(;::.bl.;siné's_s, there wili '_be no product, if there is nO product, customers’ needs cannot

be met. If the customers are satisfied, they will be more willing 10 embrace the products
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offered by the business thereby creating further profit potential for the business. This
is illustrated in the model of the business-customer intcgraﬁon loop, Figure 2.7, below.

A busmmess in this virtuous circle will mevitably achieve unending success.

Fig. 2.5 BUSINESS-CUSTOMER INTEGRATION LOOP

Customer - : . - Business

Satisfaction _ | Profit |

- ] : - .
Better ?roductsJ | More Patronage
L

Source: Badiry A. B and Ayeni, 1993.
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As Walker (1990) who helped design the strategy underpinning the 'Customer
First’ campaign at the British Airways points oul:

customers are constantly measuring actual or perceived service against the image
you are projecting and the promises you arc making. They are also telling other
potential customers of their experiences and creating their expectations and
prejudices. If customer service really differentiates you from your competitors,
you need to tell your customers about it. But if you cannot match your own
propaganda, you will not be treated kindly in the market place. Advertising raises
customer expectations 10 a certain level. If the product or service meets those
expectations, the market position is strengthened but, at the same time, customers
expect even better service next time. If services fail to meet expectations, then
customers are dissatisfied, particularly when an advertising campaign has
promised them something better. Staff morale suffers and economic performance
declines.

Numerous research have established the strong relationship between quality and
business success. In the US, one of the most extensive studies carried out and that has
established conclusively the strong connection between quality and business performance
was the Profit Impact of Market Strategies (PIMS) studies by Buzzell and Gale (1987).
Buzzell and Gale note that "there is no doubt that relative perceived quality and
profitability are strongly related. Whether the profit measure is return on sales or return
on investment, business with a superior product/service offering clearly outperform those
with inferior quality. Market share is key to a company’s growth and profitability, and
one factor above all others - quality drives market share. And when superior quality and
large market share are both present, profitability is virtually guaranteed”. They believe
that there are two basic ways to beat the competitors. "One is to achieve superior

perceived quality by developing a set of product specification and service standards that

more closely meet customer needs than competitors. The-other is to achieve superior
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conformance quality by being more effective than your competitors in conforming to the
appropriate product specifications and service standards. These ways of winning are not
mutally exclusive, so you should try to out perform your competitors on both perceived
quality and conformance quality. Achieving superior perceived quality gives your
business three options: first, you can charge a higher price for your superior quality
offering and gain higher profit; second, you can charge a higﬁer .pri.ce and invest the
premium in Research and Development and in new products to ensure your perceived
quality and market shave for the future. Third, you can offer the custorhers better value
by charging the same price as competitors, but for your superior product/service
offering. This will allow you 1o build for the future by gaining market share. The gain
in share means volume growth, rising capacity utilisation, and ultimately allowing you
to introduce new equi;}mem that embodies the IatcSt cosi—saving technology. Achieving
superi'or conformancé_quality yields two key benefits. First, it'means a lower cost of
qualitj* than that of competitors, and thercby a lower overall cost. Second, cdnformance
guality is often one of the ke.y attributes that count in the purchase decision. So,
achieving conformance quality yi_éids both a Jower cost and superior perceived quality -
a double benefit. Quality is related not only to profitability, but also to growth, the
other key dimension of business performance through the impact of quality on perceived
valee. Value is the relal‘i011§l1ip between quality and price. A cusiomer who gets
supérior quality at a low price gets better value; a customer who gets inferior quality at
a high price obviously getls worse value. Ina competitive marke[; it is the customer who

determines what constitutes a good or a poor quality, high or jow price. who he buys
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from and at what price, determines who wins or foses. Therefore, quality is whatever
the customer says it is, and the quality of a particular product or service is whatever the
customer Iperceives it to be. The customer decides whether a particular offering
represenis superior or inferior quality, or a high orlow prﬁce on the basis of comparison:
is this offering (pfodluct and services) better or worse than those of competitors? At how

much higher or lower 2 price? (Buzzel and Gale, 1987},

- The relationship between financial performance and customer satisfaction holds

- true in service-oriented businesses as well. For instance, the Technical Assistance
Research Programime (TARP) Institute in the US reported that each customer retained

by a bank for over five years equated to roughly $263 in profits (Fortuna, 1992).

The TARP research findings is similarly sunimarised below:

& - 26 out of 27 people having a -bad séfvice éxperience do not report It i.c. o;lly
about 4% uctual}y- cmnﬁain_.’

b. .91% of those W;ho don’t complain don’t comelback.

C. On average though, they tell 9-10 éolieugues about it,

d. 13% tel} more than 20 people

€. 90% retutn if "saved" by a well handled recovery (Fortuna 1992).
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The service company thai shuns its complaining customers is taking a very shori term
view. Losing a customer usuaily has a "domino effect” which is poorly understood or

not recognised at all by management {(Liswood, 1991).

Two other US surveys carried out in 1998 by the American Soctery for Quality
Conrrol (ASQC), the Gallup Organisation also suggested a strong relationship between
quality and price realisatioﬁ. Survey respondents indicated that they were willing to pay
éubstantial premiums for highei' quality goods over the baseline price for the same goods

for "average” quaiity (Fortuna, 1992).

In a Mckinsey & COmp#ny Survey "Customer Satisfaction Versus Repurchase
Intent", 85% of customers who were satisfied‘ with sales and service expressed the iritent
to repurchase from the same dealer compared to 1% by dissatisfied customers. In
another Mckinsey, 36% of respondents said they would switch banks because of poor
service compared (o other factors such as high fees(32%), long lines at window (28%)
incopvcnicnt hows (27%), and el:FOI'S on statements (22%). In yet another survey by
Mickinsey titled "Why Industrial Companies Lose Customers”, company indifference was
cited as the most important teason for leaving (68%}, while other factors such as Jower
price (else where), and relocation, to mention a few, ranked far below at 9% and 3%,

- %

respectively(Seminar Material,1994).

There is ample evidence in the literature to the positive contribution of the focus

on quality to business performance. Here are some further examples.
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The company JWS Technologies saw their late deliveries per month drop from
gver 300 to bélow 10 within six months after implementing a TQM programme (Seminar
Material, 1994}. Also International Business Machines (IBM), the computer giant saw

its products defect rate drop sharply after embracing total guality.
Tabie 2.2

IBM DEFECT RATES (19380-1983), RATES PER MILLION PARTS

1980 1983
Transistors 2800 ' ' 200
Transformers - 4200 100
Capacitors | 9300 g0
Source: Paul Cyril Uduk, "Quality of Customer Service In the Nigerian Banking

Industry,” MBA Project, Department of Business Administrtion, A.B.U.,
Zaria, 1995,
Similarly between 1987 to 1990, the Wallace Corporation in.Texas increased it
sales by more than 75%, from $52m to $90m; market share rose from 10.4% to 18%:;

operating profit increased 7.4 times, after the company embraced TQM. The company

went on to win the MBNQA in 1990 (McKibbin, 1990).



From the experience of world class companies, it is clear that high quality and
fow cost can be achieved simultaneously. This is certainly contrary to thq conventional
wisdom that higher guality can only be achieved through hig-_her costs, such as for
mereased inspection. This again points 1o an expanded view of quality as a way of doing
business rather than as a tactical objective, v?here quality and cost are determined long

before manufacruring.

Research by TARP indicates that only about a third of all instances of customer
dissatisfaction are traceable to production preblems. In the world class quality colmpany,_‘
costs are lower because customer requirements are better known, reducing the need for
redesign and engineering and for expensive solutions to customer problems. Design are
optimised before production, further reducing manufacturing costs. Higher quality in the
field is not coincidental to lower costs. It goes hand in band with a low internal rate of

defects, scrap and rework.

Regardless of the exact definition .of quality, quality and satisfaction are
determined ultimately by the customer’s perception of a tofal product’s value or service
relative o its competition. As Berry (1985), powts out "customers’ expeérarions about
levels of service are entirely rcasonable.” Philip B. Crosby is quoted as saying in his
book QUALITY IS FREE that manufacturing companies spend around 20% of revenues
doing things wrong and doing them again. According to Croshy this can be 35% of

operating expenses for service companies (Uduk, 1996).
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Certainly, the economics of Total Quality are Lotally:compelling. .The spectacular
gconomic growth of Japan and other countries of the Pacific Rim has been attributed in
part to their relentless pursuit of Quality, which was erroneously ascribed to Eastern
culturat values, by conmpanmies in the West. The World Bank gives i_:he following
€conomic comp;arison of countries on major indices and the indices speak for themselves.
See Table 2.4 beiov. The phrase "The Custome;' is King" may sqund hackneyed, but
like it or not, nations, states, clties, corporations, agcncie:; and individuals run away from
Quality at their own .peril. Now 1s the tume for Nigc_rian banks\ to turn to Quality. As

Buzzell and Gale (1987), put it, "Quality is King."



Table 2.3:

GNP PER CAPITA (1980-92), AND GDP (1965-1992)

PERFGRMANCE OF SELECTED COUNTRIES BY:

Country GNP per GNP Ave. GDP{M$), GDP{MS$) GDP{MS$
Canita Growth Rate, | 1965 ?970 1992
$,1992 % 1980-92
Nigeria 320 0.4 5,850 11,594 29,567
Sudan +4-80 0.c* 1,330 1,764 | 1 1,240 +
Ghana 450 -0.1 2,050 2,214 6,884
South Korea | 6,790 8.5 3,000 8,887 296,136
Malaysia 2,790 3.2 3,130 4,200 57,568
Indonesia 679 4.0 3,840 9,657 126, 364

Source:

+1988, *1565-£8

World Development Report 1850, 1994.

26 SELECTED STUDIES ON THE RELATIONSHIP BETWEEN

 MARKETING _STRATEGIES _AND COMMERCIAL BANKS

PERFORMANCE " *

Recently, Oruma (1998), Ameh (1998), and Ojoma (1999) have used the simple

trend analysis to show the existence of relationship between marketing strategies and

bank performance.
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In her study of the effect of Advertising on the financial performance of Citizens
International Bank Ztd., from 1993 to 1995, Ojoma reported a significant rise in trend
values for after iax, fotal d_éposits, total assets, and shareholders’ funds for the same
period.  According to Ojoma, the bank spent M3 million in 1993; N3 million in 1994
and K5 million in 1995 on advertising. In Qjoma’s conclusion, "this shows that
adverusing as a marketing strategy plays a very vitaf role in the banking industry and the
financial institution In general as the amount of cash invested gocé along way in boosting
the mrnover at the end of each fiscal year.” Ol'urha (1998) and Ameh (1998)
independently used simple trend analysis to show a relationship if any between Total
Quality Management (as a strategy) and bank performance. The two studies showed
steady increases in trend values for profit after tax, total deposits, total assets, and

shareholders’ funds of Citizens International Bank Ltd.

Jang (1998), and Hussaim (1998) have used the Chi-Square (X% test io find
whether there is any correlation between quality customer service as a sirategy and

customer satisfactior with commercial bank services.

Gyallesu (1994) studied ‘the impact of advertising on banking services. In his
study of 200 customers of the Nigertan Universal Bank Limited, Sb percent of .
respondenté admitted that they were influenced by the bank’s advertising campaign.
Cther studies op fhe impact of ;1dverti.sing on banking services include Hussain (1998),

Ndajiya {1998); Olatuun (1998) and Kofowarola (1996). Al the studies report'a



significant relationship between advertising and marketing strategy and the profitability

of commercial banks.

Other studies exist outside the banking industry that confirm that there i5 a

relationship between marketing strategies and profitability.

Aaker (1992) has argued that a host of empirical studies suggest that profitability
is related to marker share. One of the most relevant, because of the extensive database

involved, is the PIMS (Profit hmpact of Market Stmtcgy)_ study._‘

The well-publicized Pfoﬁt Inipact of Market Strategies (PIMS) studies by
Schoeffler, Buzzel:, and Heany ('19?4)', indicate that profitability (meastred by pretax
ROI) rises with market sha_rc. The analysis of the PIMS data base generated the
relationship shown in figure 3.1 below. On the average, a difference of 10 percent in

market share is accompanied by a difference of abour 5 percent in'pretax RO1.



Relationship Between Market Share and Pretvax ROIL

Number of business: approximately 2,000

40%
AVERAGE PRETAX 32.3
|
30 :
20
10
1 H ! "
Market share Under 10-20 20-3GC 30-40 over
10 40%

SOURCE:  Rber. D. Buzzell and Federerick D. Wicrpema
Successful Share - Building Strategies

-Havard Business Review, January - February, 1981, p.137.

In the early 1960s, General Electric used the PIMS database to explain the
differcnces in profilability. among its various strategic business units (SBUS). Al! the

3000 SBUs representing over 450 firms provided data for the study.. Each SBU supplied

to the database detalled information such as;
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a}
b}
c)
d)

»

ROI (Rewurn on Investnient)

Market Share

Investment Intensity, the ratio of investment to sales

R & D. expenditures

Marketing expenditures

Perceived product quality, the peﬁ:ent of offerings that were superior {o

competttors and the percent perceived by the SBU managers as inferior,

Analysis of these data revealed that highly capital-intensive businesses did not tend

to have high ROl because they tended to be capital-intensive industries characterized by

vigorous price competition (Aaker, 1992).

Another PIMS study by Carolyn R.Woo (1984), determined that high-market

share businesses with reltively low ROI tended to have low-quality reputations, charge

higher prices, share marketing resources with other businesses and be in regional and

fragmented markers.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 INTRODUCTION

This chapter discusses the procedure adopted in this research work. For the
purpose of this rescarch, the survey method was used. The administration of the
questionnaire is discussed and the method of data analysis selecf_ed for: this research is

examined,

3.2 THE RESEARCH DESIGN
The rescarchers Scope in this work is limited to five (5) Commercial Banks 1n the

country.

3.2.1 Population

The study f:xélnines the 'mal'}(eting strategies of financial institutions in Nigeria
with reference t0.1"ive {5) selected commeicial banks ill Nigeria namely, Pifst Bauok of
Nigeria Plc., Union Bank of Nigeria Pic., United Bank for Africa Plc., Savannah Bank
Plc. and Citizens Iﬁnternational'B_énk. The population o.f the study therefore, covers all

the cusiomers and management staff of these selected commercial banks.
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3.2;2 Sampling

~ Random sampiing procedure was used 10 select the samples from the
total nopulation in each of the banks covered. In each of these banks,
respondents were selected from both management and customers were
randomly picked by means of ballotting. The researcher believed that random
sampling procecure would drastically reduce the degree of error, thus
enhancing the chance of obtaining representative opinions on the subject under
study. Some of the ballot papers were marked "X" while some were marked
"Y". Those who picked "X" were the ones who were given the questionnaires.
Eight-{8) managers from e.ach banlk Weré picked at random while two hundred -
and fifty (250} customers in each of the five (5) banks were also picked at
random. Based on the above'proqedure, a total number of 1,290 respondents

were used for the study, comprising 1,250 customers and forty (40) managers.

3.4 RESEARCH INéTR!JMENT AND ADMINISTRATION

The study used a semu-structured duestionna[re to coilect relevant
information. Sample frame was difficult to secure as the banks were reluctant
o pfovide a comprehensive Hst_o‘f their customers. Conseqguently, the
resercher resorted to administering questionnaires to customers within and

outside bank premises.
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CQuestionnaires were administered to itwo hundred and Tfifty {250j
customers per bank, over a period of six months. A total of one thousand, twe
hundred and fifty {1,250) customers of the five banks under study were
therefore administered with questionnaires. Eight questionnaires each were
.administéred per bank to the managers of the selected banks. A total of fourty
{40} questionnaires for managers were therefore administered. Five commercial
banks were selected by the researcher and they are: First Bank of Nigeria Plc.,
Union Bank of Nigeria Plc., United Bank for Africa Plc., Savannah Bank of

Nigeria Pic. and Citizen International Bank.

The selection of these banks was based on their years of operation and
percentage of customer patrohage enjoyed by these banks. Apart from Citizens
Iinternational Bank which is a new bank, the other four are oid generation Banks

in Nigeria.

The five selected banks provide a range of banking services similar to .

those offered by any' other commercial banks in the country,

3.5 METHODS OF DATA ANALYSIS

' Simple percentages, trend analysis and the Chi-Squre were used for data

analysis and test of hypothesis.



The chi-square, denoted by the Greek letter X* seeks to determine
whether a significant difference exists between the observed frequencies of a
sample and a corresponding set of expected frequences. The chi-square X?
was used and considered most appropriate in 1_:his research work because of its

simbliciw of application.
The values of the chi-sqaure X? were obtained using the formular: '

X: = _(0-F2
E
Where & = observed frequency
| E = Expecred_frequen'cy

X? = Chi-square Value.

In order to test the‘hypothesis using the chi-square X?, the observed
frequencies and the computed expected frequen_cies were used in the chi-
square formular above to obtain the calculated value. Reference was made to
the chi-square table of. critical values for each number of degree of freedom {df)

at a predetermined levetl of significance.

122



DECISION BRULE

The values of the chi-square X? calculated were compared or matched
with the computed values from the chi-squre table. it is the rule to accept the
Alternative Hypothesis when calculated X2 is more than the computed critical
X* vélues. When the caiculated. X* value is less than the computed X* value,
we accepi the Null Hypothesis. it and w‘nen. the Null Hypothesis is accepted,

the Alternative Hypothesis is rejected and vice versa.
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CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

4.1 INTRODUCTION

This chapter deals with the presentation and analysis of data collected.

- The daté presented here is based on returned questionnaires. Twe sets of
questionnaires were administered. The first set of questionnaire(A) was meant for and
adminisiered to forty (40) senior management staff of the five under-studied banks. Out
of this number five(5) of them representing 12.5% were wrongly filled thus the analysis

is based on Thirty five(33) correctly filled questionnaires.

The second set of quéstionnaire (B) was administered by the researcher to a
cross section of bank customers in the eight selected branches across the country. Cne
thousand, two hundred and fiffy qgestionnaires were administered and one hundred and
fifty were cither wrongly filed or destroysd. This represents 12% of the total number.
The analysis of guestionnaire ‘B’ was therefore based on 1100 correctly completed and

returned questiornaires. The analysis is shown in tables 4.1 and 4.2 below.



Table 4,1

PERCENTAGE OF RESPONSES FROM MANAGEMENT STAFF OF BANKS

BANK NO:OF NO.QOF PERCENTAGE
QUESTTIONAIRES | QUESTIONAIRES (%)
SENT OUT RETURNED
FIRST BANK QF . & 6 17.4
NIGERIA PLC
UNION BANK OF 8 7 20
NIGERIA PLC
UNITED BANK 8 6 17.4
FOR AFRICA - - -
P1LC
SAVANNAH 8 8 _ 22.85
BANK PLCE : _
CITIZINS
INTERNATION 8 8 22.85
BANK
TOTAL 40 ; 35 i0C

SOURCE: QUESTIONNAIRE A



Table 4.2

PERCENTAGE OF RESPONSES FROM CUSTOMERS OF BANKS

BANK ' NO.OF NO.OF ! PERCENTAGE
QUESTTIONAIRES | QUESTIONAIRES (%)
SENT OUT RETURNED
FIRST BANK OF 250 200 1818
NIGERIA PLC
UNION BANK OF 250 240 21.82
NIGERIA PLC
UNITED BANK 250 200 18.18
FOR AFRICA
PLC
SAVANNAH 250 250 2273
BANK PLCE
CITIZINS
INTERNATION 250 210 19.09
BANK
TOTAL 1,250 1,100 100

SOURCE: QUESTIONNAIRE B

ANALYSIS OF QUESTIONAIRE A

Table 4.3

EXISTENCE OF MARKETING DEPARTMENTS

RESPONSES NO. OF PERCENTAGE (%)
RESPONDENTS
Yes 35 100
No 0 0
- Total 35 100
SOURCE: FIELDWORK.




Table 4.3 above shows that all the five banks under study (First Bank Plc,
Union Bank of Nigeria Ple, United Bank for Africa Plc., Savannah Bank of Nigeria

Ple, ané Citizens international Bank Ltd.) have marketing departments.

Table 4.4

FUNCTIONS PERFORMED BY THE MARKETING DEPARTMENTS

FUNCTIONS . Yes NO
Research ; 35 0
Product/Service Design 35 0
Promotion 35 ¢
All of the Above : 35 0
Others (Specify) _ 0 | 0

SOURCE:  FISLDWORK.

Table 4.4 shows that the marketing departments of the five banks'perfonn
various dutics. The duties include: research and devciépmcnt, product and service
design, prospecting for customers, complaint handling, strategy formulation and

implementation.

126



4.2 STRATEGIES USED BY THE BANKS

The banks use many customer oriented strategies. These include segmentation,
innovation strategy, fortification strategies, harrasment strategy, Nicher strat‘egies_,l
differentiation strategies, market share strategies, customer satisfaction, imagé
enhancement, new product planning and development, positioning strategies, credit

service, and total quality management.

4.3 BASES FOR SEGMENTATION
The bases used by the banks for segmentation include the type of services
required by the customers. However, all the banks group their customers into operative

and non-operative customers.

Operative customers are those who operates savings accounts with the bank.
Operative customers are {urther divided into current account holders and savings
account operators, while the noh-operatives fall m_ainly mto thosel'who seek one service
or another from the bank without prior b'us.iness' contract. Such businesses include

business advice, loans, etc.
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Tabie 4.5 -

EFFECT.VENESS OF STRATEGIES USED BY THE BANKS

RESPONDENTS NO. OF PERCENTAGE (%)
 RESPONDENTS
Very Effective 20 57.14
1 Fairly Effective 15 42.86
Not Effective 0 C
ol 35 %

SOURCE: FIELDWORK,

Table 4.5 above shows that 20 respongents out of 35 sampied, (six from
Citiiens International Bank, 4 from Savannah Bank Plc, 4 from United Bank for Africa
Ple, 3 from Union Bank Plc and 3 from First Bank of Nigeria Pl;:):, representing 57.14
pc.rcent SAW their. strategies as being very effective. However 15 respondents out of 35,
(1 from Citizens Internationa Bank Pic, 3 frorri Savannah Bank Plc, 3 from United Bank
Pic, 4 from Union Bank of Nigeria Plc and 4 from First Bank of Nigeria Plc.)

representing 42.86 percent of those interviewed saw thelr strategies as being fairly

effective.
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4.4

PROMOTIONAL METHGDS USED BY THE BANKS

The study reveals that the banks adopt all the tools of promotion (advertising,

personal seiling, sales promotion, and public relations). A major promotional strategy

used by the banks is the pull étrategy.

Table 4.6

- THE PRIMARY OBJECTIVES OF THE BANKS

FIRST BANK PLC

| SAVANNAH BANK

CITIZENS INT.BANK

"The objectives of First
Bank are embedded in her
Mission statement- "the
mission of First Bank of
Nigeria Ple is nistorically
determined. Its primary
objectives must be to
remain true o ifs name at
all times as the leading
financial institution in the
country by providing to its
customers across the nation

1.

Growth and
diversification

Provision of
efficient banking
Services to the
people.

To be more
forward looking to

.market forces

1. To become No. 1 or

2. In every market that
We Serve.

3. To be a leader in the
use of Banking
Technology in Nigeria.

4. To bhecome No.l
exports and energy
sector Bank in Nigeria.

and beyond, within the 4. To create a more
parameters of regulatory - pragmatic and -
policies, the best banking corpeorate image
services available,”

SOURCE: FIELDWORX

Table 4.6 shows the objectives of the five banks. It is clear that Union Bank,

UBA and First Bank have not stated explicitly their objectives. Union Bank, UBA and

First bank refused to give their objectives since management said it was not the culture

of their banks to give their objectives to outsiders. The objective stated by First Bank

was from its ‘Mission Statement’. This represents 60% of the banks that have refused

1o give out their objectives from the 5 banks studied.
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Tabie 4.7
SOURCES OF NEW PRODUCT IDEAS

SOURCES NO. OF PERCENTAGE
RESPONSES

Competitors - -

Customers Suggestions - --

Customers Complaints - -

Staff w g -
All of the above 35 100
Others specify e -

Total 35 100

SOURCE: FIELD WORK

Table 4.7 above indicates that the five banks studied (First Bank, Union Bank,
UBA, Savannah and Citizens International Bank) collect new product ideas from
different sources including competilors, customers’ suggestions, customers complaints,

and staff. In fact all the 35 managers representing 100 percent are of this opinion.

Moreso, because of the need for the banks to be alert in reaction to the recent

traumatic experience in the banking industry in the country, all the five banks have

adopted the proactive method of developing new products.
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Table 4.8

MEDIA USED FOR PROMOTION

MEDIA USED NO. OF PERCENTAGE
RESPONDENTS

Television - -
Radio - -
Bill Board (out door) - -
Newspapers 5 14.29
Magazines - i
Journals - -
All of the above 30 85.71
Any other 0 0

Total 35 100

SOURCE: FIELD WORK

Table 4.8 shows that 14.29 percent, that is 5 respondents which happened to be
two from Citizens Internatignal Bank and one each from Savannah, Union and UBA are
of the opinion that the media used to inform customers of the services and products of
the banks is Newspapers. However, for the remaining 30 respondents which represent

85.71 percent, the media used by the banks include Television, Radio, Bill Boards,

Newspapers, Magazines and Journals.
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“The major customers of the banks cut across all shades of customers.

On the tocation of branches, many factors are considered. They range from:

a Commercial Viability

D. Competitors

<. Management decision, efc.
Table 4.9

NUMBER OF BANKS THAT HAVE ADOPTED TQM

RESPONSES NO. OF BANKS PERCENTAGE
HAVE ADOPTED TQOM 35 ¥ 100
HAVE NOT ADOPTED TQM 0 | 0
TOTAL ' ‘ 35 100

SOURCE: FIELDWORK

Table 4.9 shows that 35 respondents representing {00 percent agree that their
banks adopt Towal quality Management (TQM). For instance Citizens International Bank
Iid. has a cohesively ﬂaitened hierarchical type of managcmc.nt and organizational
structure. This is to enable free flow of communication, authority and responsibility
within the organization. This is purely in line with TQM's core conceﬁt of having

flattened structures in organizations.

- 132



Table 4.10

RATING OF BANKS PRESENT QUALITY ORIENTATION?

LEVEL OF QUALITY (NO. OF RESPONDENTS i PERCENTAGE
 {RATINGS
Excellent , i0 28.57
Satisfactory 5 14.29
Avegage _ 15 42,85
Noz: Satisfactory 5 14.29
Total 35 % 160
i

SOURCE: FIELD WORK

Table 4.10 above shows that 10 respondents representing 28.57% are of the
opinion that quality orientatipn in their banks is excellent, while 5 others representing
14.29 percent view quality orientation in their organization as being satisfactory. lfj
respondems which represents 42-.85 percent see quality orientation in the barks as being
on the average. Yet still 14.29 percent which is 5 respondents are not satisfied with the

present quality orientation.

_ In respect to handling customers com'plaiﬁts most banks are of the opinion that
they permit first and foremost the clearing of complaint;s, by counter clerks or from an
immediate officer who recetves the complaint; But where the compiaint is such that can
not be handled by the immediate officer room is given for onward treatment of the said

complains.



ANALYSIS OF QUESTIONNAIRE ‘B*
Data coliected from customers are analysed below:
The customers of the banks (First Bank, Union Bank, UBA, Savannah and

Citizens Internationa) have different motivating factors for the choice of their banks.

These are:

a. = proximity to bahk premisses,
b lmage att_ractidn,

C. advertisement,

d. solicitation from banks staff, and

e. recommendation from friends or colleagues.

Table 4.1}

LEVEL OF KNOWLEDGE OF BANKS SERVICES
‘LEVEL OF ‘ NO. OF - PERCENTAGE
- KNOWLEDGE - RESPONDENTS

Never heard of 150 13..64
Heard of only 250 | 22.72
Know a littie bit | 550 50.00

Know a fair amount. , _ - _

Know very well 156 13.64 !

TOTAL B 1,100 - 100

SOURCE: FIELD WORK



Using the familiarity scale, the rating of knowledge of bank services by

customers shows that 150 respondents representing 13.64 percent, have never heard of

most services offered by their banks. 250 bank customers representing 22.72 percent

have only heard of some services but do not participate in them. On the other hand 550

customers representing 50 percent know a little bit about services provided by the

various banks, while 150 customers which represents 13.63 percent know very well

about the services and actually patronize them.

Table 4.122

TYPE OF FEELINGS ABOUT THE BANKS’ SERVICES

NO. OF RESPONDENTS (PERCENTAGE
TYPE OF FEELINGS |

Very Unfavourable - _

Somewhat unfavourable 150 13.64
Indifferen[ 150 13.04
Somewhat favourabie 550 - 50.00
Very favourable 250 22.72

TOTAL 1,100 100

—

SOURCE:  FIELD WORK

From the table above (Table 4.12) the feelings expressed by customers show that

150 respondents representing 13.64 percent have a somewhat unfavourable attitude

towards services offered by the various banks. 150 others representing another 13.64

have an indifferent attitude, while 550 customers representing 50 percent have a

| somewhat favourable attitude offered by the banks, yet still another 250 customers

representing 22.72 perécnt have a very favourable attitude towards services offered by
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the five banks under study (First Bank P1LLC, Union Bank PLC, UBA PLC, Savannah
Bank and Citizens iniernational Bank).

Table 4.13
LEVEL OF SATISFACTION WITH THE WAY THE BANKS HANDLE
COMPELAINTS '
LEVEL OF NQO. OF RESPONDENTS I PERCENTAGE _!i ’
SATISFACTION RATING
Satisfied 750 68.18
.Not satisfied 350 ' 31.82
TOTAL 1,100 ! 100
[
SOURCE: FIELD WQORK

Table 4.13 shows that 750 bank customers 1'epresenting 68.18 percent are
satisfied with the way their complaints are handled, by the various banks. However,
350 others representing 31.82 percent are not satisfied with the way their complaints

are treated by the banks.

4.5 HYPOTHESES TESTING

4.5.1 HYPOTHESIS 1

There is no significant relationship between marketing strategies adopted and

customer familiarity with a bank’s services.
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Here the independent variable is marketing strategies while the dependent
variable s customer familiarity with__"the bank, its products and services. The chi-square

iest 1s used to test the hypothesis.

Question 2 in Questionnaire ‘B’ (for customers) was used. The responses are

tabulated in table 4.6 as reproduced below:

Table 4.11

LEVEL OF KNOWLEDGE OF BANKS’ SERVICES

LEVEL OF NUMBER OF RESPONDENTS  |PERCENTAGE

KNOWLEDGE |

Never heard of h 150 : : - 13.64

Heard of only 250 22.72

Know a little bit 550 50.00

Know a fatr amcunt

Know very well _ 150 13.64
TOTAL 1,100 100

SOURCE:  FIELD WORK
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TEST STATISTC

CHI SQUARE ANALYSIS OF LEVEL OF KNOWLEDGE OF BANKS’ SERVICES

Table 4.14
RESPONSES | Observed  |Expected O-E | (0-E)? (0-E)
0 E E
Never heard of 150 20| -70(4,900 22.28
Heard of only 250 220 30( 900 4.5
Know a little bit 550 220 330108900 495
Know a fair amount 0 220|  -220|48400 | 220
Know very well 150 220 -401{4900 22.27
TOTAL s 1100 1100 0 X?=764.05

Table Score:
g=35
m =1 |
Degree of Freedom (df) = 5-1 = 4

Significance = 0.01

Critical Value at (.01 level of significance with 4 degrees of freedom:

X20.01 - = 13277

Decision Rule
(L IfX > 13.277 reject H, and accept H,

2y X< 13.277 accept H, and reject H,

MSan, 22
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Since the computed X* value of 764.05 greatly exceeds the critical value of
13.277, the Null Hypothesis of independence beiween strategic mé.rketing and customer
familiarity with a banic, its products‘, and services is rejected. This shows that there is
a strong relationship between strategic marketing and customer familiarity with a bank,

its products and services.

Our findings confirm Jang's (1998), and Hussaini’s (1998) studies which
established a strong relationship between quality customer services as a strategy and

customer familiarity, and satisfaction with the banks’ products and services.

4.5.2 Hypothesis 2

Favourable impression of a bank’s services significantly depends on

effectivenees of marketing strategies adopted by the bank.

The Chi-square test (x%) is used to test this hypothesis. The independent variable
here. is effective marketing sirategies used by the banks, while the dependent variable
is "favourable impressions of a bank." Question 3 in Questionnaire ‘B’ for customers

will be used. The responses are tabulated in table 4.7 as reproduced below:
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TABLE 4.12

TYPE OF FEELINGS ABOUT THE BANKS’ SERVICES

TYPE OF FEELINGS NUMBER OF PERCENTAGE
| RESPONDENTS

Very urnfavourabie | 0 0
Somewhat unfavourable 150 13.64
Indifferent ; 150 13.64
Somewhat favourable 0 0.00

Very favourable 250 22.72
TOTAL 1,100 100

SOURCE: FIELD

TEST STATISTIC

Table 4.15

WORK

CHI SQUARE ANALYSIS OF TYYPE OF FEELING ABOUT
THE BANKS’ SERVICES

473239

RESPONSES Observed |Expected |0-E {0~E)* 0-E}?
' 0 E E

Very unfavourable 0 220 -220 ] 48,400 22¢C

Somewhat 150 220 -70 4,500 22.27

unfavourable

Indifferent 150 220 -70 4,900 22 .27

Somewhat 550 220 330 1083800 495

favourable

Very favourable 259 220 30 9ad 4.0¢%

TOTAL 1100 1100 0 | 16800 |X*=763.53
SOURCE: FIELD WOERK
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g =5
m = 1
Degree of Freedora (df) .=. 5-i=4
Significance = 0.01
Critical Vaiue at 0.01 ievel of significance with 4 degrees of freedom:

X2 0.01 = 13.277

Decision Rule
I x> 13.277 reject H, and accept H,

2 X< 13.277 accept H, and reject H,
Since the computed X' value of 763.63 is greater than the critical value of
13.277, the Null hypothesis is rejected. This means that favourable impressions of a

bank, its products and services really depend on effective marketing strategies.

4.5.3 Investication of Research Question 2

Does the application of marketing strategies lead to a bank’s profitability and
growth?

Profitability, growth, and competitiveness of a bank are not significantly

associated with effective marketing strategies adopted.

The investigation is based on data shown on tables 4.11 to 4.26.
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Here simple trend analysis was used to analyse the performance of the banks.
The independent variable still remains marketing strategies adopted by the banks, while
the dependent variables are growth and profitability. Growth here is simply measured
by total deposits, shareholders” funds, and total assets. ‘. _Profitabilitjis measured by

profit after tax.

Since the researcher had no access to actual yearly targets for profits after or
before tax, total deposits, total assets and shareholders’ funds, it was not possible to
measure performance in terms of a détailed comparison between actual operating results
and ‘set targets in order to arrive at both positive or negative deviations. However,

simple trend analvsis was used to enable the researcher make some inferences.

It is worth noting here that reliance on these indices alone does not imply an
exhausﬁve or schemed spread of the bank’s stétements; the study recognizes the
importance of ratio analysis cover_ling every statement of source and uses of funds as
well as bonus issues and dividend sharing. This eispec{ of the analysis is ﬁot intended
to be exhaustive since adequate data on set targets are not available for such details.
These 1ndices will onljf serve as a guide purely for the academic purpose of this
investigation as regards thesperformance (profitability, growth and competitiveness) of

the banks under study.

All trend value figures (see Tables 4.11 o 4.26) for the four banks show a
gradual steady corresponding increase in total deposits, total assets and shareholders’

funds, except for profit after tax for Citizens International Bank Ltd (1993-1994) which

L
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stumped from X 156,963,000 to

N134,306,000. The profit-before tax for UBA PLC slumped from M368,000,000 to
3213,000,000 for the sarﬂc period while profit before tax for Union Bank PL.C. feil
from M615,000,000.00 to M606,000,000 and profit before tax for First Bank of
Nigeria PLC aiso dropped from ¥932,000,000.00 to ESM,OO0,000. for the same

perod.

Since there is a gradual increase in the indices undeér consideration, (total assets,
total deposits, total shareholders funds), the Null hypothesis is rejected. This then
means that profitability, growth and competitiveness are associated with effective

marketing strategies.

Our findings confirm Oruma’s (1998}, earlier result which found that there is
a significant relationship bet\ﬁeen marketing strategies and bank p;crformance. -QOjoma’s
{1999), also supports our ﬁndiﬁgs._ In her study of the effect of Advertising on the
financial pérformance of Citizens Internationai Limited from 1993 to 1995, she reported
a significant rise in trend values for profit after tax, total deposits, totai assets, and

shareholders’ funds.

Studies thar have had similar findings to ours include Oruma, (1998) and Ameh

(1998) earlier cited in the literature review.
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4.6 TREND ANALYSIS FOR PROFIT AFTER TAX, TOTAL DEPOSIT,

TOTAL ASSETS AND SHAREHOLDERS’ FUND
TABLE 4.16
CITIZENS INTERNATIONAL BANK (CIB) LTD.

TIME PLOT FOR PROFIT AFTER TAX (1991 - 1995)

Year | Actual Value 2 Years Moving Trend Values
X000 Average N000

X000

1991 24,252 24,252 +53,845 39,048.5
2

1992 | 53,845

1993 |156,963 33.845+156.963 105,404
2

1994 | 134,306 156.963+134 306 | 145,634.5
2

1995 208,973 134 306+208.973 |[171,639.5
2

SOURCE: Five Years Financial Statements of CIB Ltd.

Table 4.16 above shows a gradual increase in the value of profit after tax for
Citizen's International Bank [td. for the period 1991 - 1995, from N24,252,000.00 to
N208,973,000.00. The table however, shows a slum in profit after tax from
N156,963,000.00 1o N134,306,000.00 from 1993 to 1994. The table also shows a
gradual increase in the trend values for profit after tax from X39,048,500.00 to

N171,639,500.00 from 1991 to 1995.



TABLE 4.17  CITIZENS INTERNATIONAL BANK LTD.

TIME PLOT FOR TOTAL DEPOSITS (1991' - 95

Table 4.17 shows a gradual increase in total deposits for Citizens Internal Bank
Lid, for the period 1991 to 1995 from N240,252,000.00 to N4,870,164,000.00 The
table also shows a gradual increase in the trend for total deposits- from

N584.987.000.00 for 1991 to N3,655,378,000.00 for 1994,
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Year Acwal Value 2 Years Moving Average Trend Values
| NOOO NO00 ®G00
a
1991 240,252 240,252 +929 720 584,987
2
1992 929,720 929.720+2.171,162 1,550,441
2
1993 2,171,162 2,171,162 42,440,592 2,305,877
2
1994 2,440,592 1,440,592 +4 870,164 3,655,378
2
1995 4,870,164
SOURCE:  Five Years Financial Statements of CIB Lid.




TABLE < .18 CITIZENS INTERNATIONAL BANK LTD.

TIME PLOT FOR TOTAL ASSETS (1991 - 1995)

Year ]Acmaﬁ Walues 2 Years Moving Average Trend Values
BO00 ' 1 OHO000 OO0
1991 505,287 505,287 +1.474 7317 590,002
2
1992 11,474,717 : 1.474 717 +3.245.981 ’2,360,349
' 2
1993  |3,245,98. 3.245.981 +3.505.003 3,375,492
2
1994 [ 3,505,003 3.505.0033 48,097 66 5,801,334.5
2
1995 18,097,666

SOURCE:  Five Years Financial Statements of CIB Ltd.

Table 4.18 shows a significant increase in total assets of Citizens International
Bank Ltd. from N505,287,000.00 in 15691 to M8,097,666,000 in 1995, The trend

values for total assets of Citizen International Bank Ltd for this period also show a

significant increase - from #990,000,000.00 in 1991 to ¥5,801,334,500.00 in 1994,
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TABLE 4.1¢  CITIZENS INTERNATIONAL BANK LTD

TIME PLOT FOR SHAREHOLDERS® FUNDS (1991 - 1995)

Year |Actual Value 2 Years Moving Trend Values
NQ0O Average N000 E

H000

1991 51,003 51.003+77.848 64,425.5

1992 153,845 77,848+199,811  -1138,8229.5
2

1993 | 199,811 199,811+284,117 241,964

1994 |284,117 284,117+493.089 |388,603
2

1995 493,089

SOURCE: Five Years Financial Statements of CIB Ltd.

Table 4.19 shows a signiﬁcanf increase In share holders funds for Citizens
Internationa Bank: Lid. for ¥51,003,000.00 in 1991 to N493,003,089,000.00 in 1995,
The trend values also show a sig'nificant increase from M64,425,500.00 tn 1991 to

}388,603,000.00 in 1994..
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UNITED BANK FOR AYRICA (UBA) PLC. -

TABLE 4.20

TIME PLOT FOR PROFIT AFTER TAX (1991-1995)

Year | Actual Value 2 Years Moving | Trend Values
MO00 Average NQ00
=000
1991 - - -
1992 oo - S -
1993 (368000 |368000+13000 |290,500
P 2
!
1994 213,000 213000-+488000 350,500
2
1995 1488000 1

SOURCE: Fi_ve Years Financial Statements of UBA PLC.

Table 4.20 shows a slump in the prbﬁt tax for UBA PI¢ from M368,000,000.00
in 1993 to H213,{}00,Q00.00 in 1994, and a slight increase to 488,000 in 1995. The
trend figures also shov{la slight increase. No profits were recorded for the yers 1991

and 1992. oo
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TABLE 471

UBA PLC TIME PLOT FOR TOTAL DEPOSITS (1991 - 1995}

Year |{Actual Values - |2 Years Moving Trend Values
' Average =000
K000 000
1991 111,894 11894417356 14625
2
1992 [17,356 17356+18627 | 17991.50
2
i
1993 [18,627 18627 +18353 18490
2
1954 118,627 18353 +33161 125757
- 2
1995 {33,161 |

SOURCE: Five Years Financial Statements of UBA PLC. |
Table 4.21 shows a gradual increase in total deposits for UBA Plc from

#11,894,000 in 1591 to N33,161,000.00 in 1995, The trends values also show a

gradual increase from M 14,625,000 in 1991 o0 25,757,000 in 1994.
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TABRLE 4.22

IBA PLC TIME PLOT FOR TOTAL ASSET (1991 - 1995)

Year iActual Value §2 Years Moving Average | Trend Values
NOCO - NQOG KO0G
1991 12,688 12.688+18 649 2 115,668.50
1992 118,649 18.649 +22975 20,812.00
! i 2
1993 . 22.675 22975+24281 23628.00
2 .
1994 24,281 - 24 281 +44200 34,240.50
2
1995 144,200

SOURCE: Five Years Financial Statements of UBA PLC.

Table 4.22 shows a significant increase in total assets for UBA Plc from”
N12,688,000.00 in 1991.t0 N44,200,000.00 in 1995. The trend values also show a _

significant increase from ¥15,688,500.00 in 1991 to ¥34,240,500 in 1994.
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TABLE 4.23

UBA PLC TIME PLOT FOR SHAREHOLDERS FUNDS

Year | Actual Values 2 Years Moving Average Trend Values j
NOOO ~000 ’
| NO0O
199 488474 488474 4-509,742 499,108.00
2
1992 (509,742 509,742 +739.149 624,445.50
2 : |
1993 739,149 739.149+1577,392 115,8270.50
L
1994 |1577,392 1.577.3924-3.611.309 2594350.50
2
1995 3,611,309

SQURCE: Five Years Financial Statements of UBA PLC.

Table 4.23 shows a significant increase in shareholders fund from X488.474,000

in 1991 to N3,611,309,000.00 in 1995. The trend values also show a significant

increase from N499,108,500 in 1991 to N32,594,350,500 in 1994.
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UNION BANK OF NIGERIA PLC TIME PLOT FOR PROFIT

AFTER TAX (1993-1995)

TABLE 4.24
Year Actual Value 2 Years Moving Trend Values
2000 Average N0OO
NOOO
1991
1992 - - -
1993 615000 615000+ 60600 610500
2 5
1994 606000 606000+ 838000 422000
9
! st
i 1995 838000

SOURCE: Five Years Financial Statements of UBN PLC.

Table 4.24 shows a drop in profit After tax for Union Bank Plc from

¥615,000.00 in 19%4.

N606,000,000.00 in 1994 to N 838,000,000 in 1995. The trend figure shows a gradual

increase from ¥610,500,000.00 in 1993 to ¥722.000,000.00 in 1994. No profits were

recorded in 1991 and 1992.

152

The profit after tax shows a signiicant rise from




TABLE 425

UNION BANK OF NIGERIA PLC TIME PLOT FOR TOTAL DEPOSITS

(1991 - 1995)

| Year |Actual Value |2 Years Moving | Trend Values
2000 Average N000
000
1991 19,739 9739+15712 1272515
2
1992 15,712 15712420114 17913
2
1993 120,114 20114+24913 22513.5
2
1994 124913 24913451606 38259.5
2
1995 |15,606
L

SOURCE: Five Years Financial Statements of UBN PLC.

Table 4.25 shows a graduate increase in total deposit for Union Bank Ple from
}9,739,000.00 in 1991 to ¥15,606,000.00 in 1995. The trend values for this period
also shows a gradual increase from ¥12,725,150.00 in 1991 to N38,259,500.00 in

1994. No profits were recorded in 1991 and 1992.



TABLE 4.76
UNION BANK OF NIGERIA TIME PLOT FOR TOTAL ASSETS

(1991 - 1995)

Year | Actual Value 2 Years Moving Trend Values _?
~000 Average | N000 !
NOOO ! i
1991 |13,166 13.166+23869 ’
2 18517.5 |
1992 23,869 23869 +32008 27938.5
2
1993 |32,008 32008-+43273 |37640.5
2 :.
1994 (43273 43273 +76550 59911.5
9
1995 |76550

SOURCE: Five Years Financial Statements of FBN PLC.

Table 4.26 shows a significant increase in Total Assets for Union Bank Plec from
¥ 13,166,000.00 in 1991 to ¥76,550,000.00 in 1995. The trend values for the period
in view also show a “significant increase from MN18,517,500.00 in 1991 1o

§59,911,500.00 in 1994.
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TABLE 4.27

UNION BANK PLC-TIME PLOT FOR SHAREHOLDERS FUNDS

(1991 - 1995)
Year | Actual Values 2 Years Moving Trend Values
X000 Average NO0O
N000
1991 | 524184 524184 +587869 556026.5
2 i
11992 |587.869 587869+992,608 790238.5
2
1993 | 992.608 992608+ 1317551 1155079.5
2
1994 |1,317551 1317.551+1733250 1525400.5
2
1995 |1,733,250

SOURCE: Five Years Financial Statements of FBN PLC.

Table 4.27 shows a signiﬁcaﬁt increase in Shareholders fund for Union Bank Plc
from ¥524,184,000.00 in 1991 to 51,733,250,000.00 in 1995. The trend values also
show a significant increase from ¥556,026,500.00 in 1991 to N1,525,400,500.00 in

1994,
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TABLE 4.28

FIRST BANK OF NIGERIA PLC.-TIME PLOT FOR PROFIT AFTER

TAX (1991 - 1995)

§ Year Actual Value 2 Years Moving Average | Trend Values %‘1
| MO0 N000 NO0O _!
1991 |- : : '
1992 - = .
1993 932000 932000 +874000 903000
2
1994 874000 874000+ 1006000 940000
3
1995 1006000

SOURCE: Five Years Financial Statements of FBN PLC.

Table 4.28 shows a slump in profit after tax for First Bank of
Nigeria Plc from N932,000,000.00 in 1993 to MN874,000,000.00 in 1994. It also
shows a significant inc_:lfeasc in profit from N874,000,000.00 in 1994 (o
N1,006,000,000 in 1995. The trend figures also show a significant increase from
%903,000,000.00 in 1993 1o N940,000,000.00 in 1994. No profit figures were

recorded in 1991 and 1992.
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TABLE 4.29

FIRST BANK OF NIGERIA PLC-TIME PLOT FOR TOTAL

DEPOSITS (1991 - 1995)

Year Actual Values |2 Years Moving Trend Values j'l
' 5000 Average N000 '
N000
1991 8,287 8287 +11.965 10126
2
1992 11,965 11.965+16439 14202
_' 2
1993 16,439 16439+23,275 19857
2
1994 23,275 23.275+41.641 32458
2
1995 41,641

SOURCE: Five Years rinancial Statements of FBN PLC.

Table 4.29 shows a signigicant increase 1n Total Deposits for
First Bank Pic from N8,267.000,000.00 in 1991 0 M41,641,000,000.00 in 1995. The
trend values for total deposit within the period a significante increase from

%10,126,000,000.00 in 1991 to N32,458,000,000 in 1994.



TABLE 4.30

FIRST BANK OF NIGERIA PLC-TIME PLOT FOR TOTAL

ASSETS (1991 - 1995)

Year } Actual

2 Years Moving

Trend Values

5

Values Average NOOO |
N000 N 000 i
1991 |11,319 11.319+16986 14152.5
2
1992 |16986 16986423552 20269.00
2 l
1993 23552 33955423552 28753.50 1|
1694 133955 33955+59621 46888.00

1995 |[59821

SOURCE:

Five Years Financial Statements of FBN PLC.

Table 4.30 shows a significant increasc in total assets for First Bank Plc from

511,319,000.00 in 1991 to N59.821,000.00 in 1995. The trend values for this period

also show a significant increase from N 14,,152,500.00 in 1991 to X46.888,000.00 in

1994,

158



TABLE 4.31
FIRST BANK OF NIGERIA PLC., TIME PLOT FOR

SHAREHOLDERS FUNDS (1991 - 1995)

- _
Year |Actual 2 Years Moving Trend Values
Values Average %000
NOOO NO0O

1991 |457000 4570004955000 276,250.00
2

=

1992 | 955000 955000+ 149000 1,224,500.00
1993 |1494000 |1494000+1831000 |1,662,500.00
2

-

1994 11831000 18310004-5775000 |3,803,000.00
2

e

1995 |[577500

SOURCE: Five Years Financial Statements of FBN PLC.

Table 4.31 shows a gradual increase in Shareholders funds for First Bank Pic
from M457,000.00 in 1991 to N5,775,000,000.00 in 1995. The trend values for
sharcholders fund also show a gradual increase from N276,250,000.00 in 1991 to

N3,803,000,000.00 in 1994.
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CHAPTER FIVE

SUMMARY, FINDINGS AND RECOMMENDATIONS

5.1 SUMMARY

This study "Marketing Strategies of Financial Institutions In Nigeria: A Study
of Selected Banks", was informed by recent events and trends in the Nigerian banking

industry.

The banks’ major problems were identified to include poor image, poor services,
systemic nefficiency, unfavourable customer impression about the bank services, poor

management and the banks’ inability to design and implement sustainable marketing

strategies.

The objective of the study was to identify the marketing strategies used by
commercial banks in Nigeria to consistently provide quality service, position themselves

against competition and differentiate their products and services from the competition.

The goal was to examine the relationship between marketing strategies and bank
profitability and growth and also with customers familiarity and favourability with

banks services. -
The study was limited to commercial banks in Nigeria. Five (5) commercial

banks (First Bank of Nigeria Plc, Union Bank of Nigeria Plc, United Bank for Africa

Plc, Savannah Bank Plc and Citizens International Bank) were involved in the study.
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The Study covered eight (8) Nigerian cities - Kano, Kaduna, Abuja, Aba,

Lagos, Warri, Onitsha and Port-Harcourt-.

The study applied the survey research method, using a semi-structured
questionnaire. Two sets of questionnaires werc designed. One set was admimstered

on the management staff of the S banks.

Simple percentages, trend analysis and the chi-square were used for data analysis

and test of hypothesis.

The study revealed that there is a significant relationship between the marketing
strategies adopted by a bank and the banks profitability and growth and also with

customers’ familiarity and favourability with the bank, its products and services.

The study strongly recommended that banks use effective marketing strategies

to achieve sustainable competitive advantages.

32 SUMMARY OF MAJOR FINDINGS

The study’s major findings are summarized below:

5.2.1 There is a significant relationship between strategic marketing and customer

ramiliarity with a bank’s services.
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Reactions from bank customers confirm this finding. All the customers
auributed their familiarity with the banks’ services to deliberate efforts of these banks
-0 create awareness and initiate favourable opinion change through promotion, and
favourable word of mouth. Commercial banks are also taking advantage of the
persuasiveness of opinion leadership by planting favourable testimonials by well-known
business people and celebrities in the media. However, the banks need to spend more
on adverts aimed at creating customer awareness, as 50 percent of bank customers still
know a litllej‘bil about the services they provide. The advertising expenditure for
Citizens Iﬁtemational Bank Ltd. decreased from N5 million in 1994 to M2 million in

1997; instead of increasing the advertising budget to enhance the volume of business.

5.2.2 Favourable impression of a bank’s services significantly depends on effectiveness

of marketing strategies adopted by the banks.

The ongoing efforts by'banks to be totally customer focused supports this
finding. All the banks under study have adopted Total Quality Management as a means
of achieving continuous improvement in service quality. Citizens International Bank
Ltd. for example has adopted the TQM prescribed flattened hierarchical type of
management and organizational structure, that permits free flow of communication and
employer empowerment. All the five banks have started providing their customers with
bags for carrying large sums of money. The provision of bags provides convenience
and security to customers while stimulating favourable customer impression. The banks
have also scored high marks in other areas of high customer sensitivity, such as

complaint handling, customer-friendly hours of operation, and timely provision of



castomer related information. However, the banks still have a lot to do in the areas of

waiting time, and simplification of customer related processes.

5.2.3 Profitability, growth, and competitiveness of a bank are associated with effective

marketing strategies.

The gradual increase in the indices under consideration (total assets, total
deposits, total shareholders funds) for the banks under study confirm this finding. The
entry of new commercial banks into the industry, and the establishment of new branches
ty the older banks are other indicators of profitability, growth and competitiveness.
Recently, Citizens International Bank Ltd. has opened new branches in Kaduna, Warri,

Ariaria, Port-Harcourt and Abuja.

$.3 CONCLUSION

The study made definite conclusions from the data analysis. The major

conclusions are given below:

It was found that all the banks under study have elaborate marketing
departments. It is within the marketing departments that policies and strategies relating
to product and service positionings as well as customer cultivation are formulated.
Other functions of the marketing departments include: marketing research, service
design and development. Promotion, and quality related activities aimed at delighting

the customers.

A, '-/L
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The Study also revealed that all the banks studied apply marketing strategies.
This means that the banks deliberately follow through strategic marketing in the
achievement of their objectives. However, 57.14 percent of respondents saw their
marketing strategies as being fairly effective. This lack of total effectiveness of
strategies accepted by the banks, might have been responsible for the fact that only
13.64 percent of customers were very familiar with the banks’ services. Another 13.64

percent of customers never heard of these banks' services, while 50 percent of

customers know a little bit about such services.

The study also found that 22.72 percent of customers had very favourable
attitude toward services offered by the banks. 50 percent of the customers had some-
what favourable attitude toward the banks’ services, while 13.64 percent had some-what
unfavourable attitade toward services offered by the banks. This may explain the
general lack of confidence in our banking system as well as a high incidence of

customer switching.

All the banks studied adopted Tota! Quality Management (TQM). Totai Quality
Management is a comprehensive system for achieving continuous improvement in
customer satisfaction. TQM practices focus on satisfying customer needs through
quality service. However, the study revealed that 14.29 percent of bank staff rated
their quality orientation as not satisfactory. Also 31.82 percent of customers were
dissatisfied with the way complaints were handled by the banks. This shows that the

banks still have a long way to go on the journey to Total Quality Management.
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3.4

RECOMMENDATIONS

In the light of the findings and conclusions arrived at in 5.1 and 5.2, the

following recommendations are made:

a)

b)

c)

Commercial banks must deliberately stimulate customer familiarity with their
services through purposeful communication, and at the same time initiate and
sustain favourable impression of their services through selective advertising,
personal selling, publicity and sales promotional efforts. For this effort to be
meaningfully successful, the author further recommends effective customer and
competitor analysis for effective service positioning.

The commercial banks should create and sustain positive customer impression
of their services by going into rapid modernization of the banking system to
keep pace with the rapid development all over the industrialized world. The use
of more computers and other electronic devices and modern techniques of
operation for faster dispénsa_tion of banking services in both urban and rural

centres will immensely add to this awareness and positive image.

It is also recommended that commercial banks should initiate and maintain

favourable impression-of their services by:

i) monitoring the degree of customer satisfaction with their services on a
continuous basis. This can be achieved through consumer research. It
is generally agreed that satisfied customers are more loyal, less likely to

switch to a competitor who offers lower prices, and could spread
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e)

iii)

favourable word-of-mouth communication. In recent years there has
been a growing nterest i;'l measuring customer satisfaction using
observational methods. "Mystery Shoppers” are sent into banks to seec
if employees meet or exceed service standards set by the banks.

establishing human resource departments in their head offices to be
charged with the responsibility of selecting, training, and empowering
employees to provide quality service to customers. Effective training
provides employee confidence and competence. Confident employees
know their job and they are prepared to handle any situation that might
be presented to them. Confident employees mean reassured customers.
This is very important because customers want to be reassured; they do
not want to worry that what they are buying is substandard or unreliable.
Contact with a confident and seemingly competent employee reduces the

uncertainty of the purchase.

infecting the customer service, people with transparent humility, hard
work, friendliness and knowledge of their bank’s offerings as well as
those of the competition to enable them provide consistency of service

quality between employees, visits and geographical locations.

One of the major findings of the study is that growth, profitability and
competitiveness of a bank are associated with effective marketing strategies.
For the commercial banks to grow, remain competitive, and be profitable, we

make the following recommendations:

166



1) The banks must focus on growth markets while adopting systematic ways
of analysing customers, competitors and their marketing environments.
ii) They should be consistently innovative, striving to match and or improve
customer satisfaction and loyalty by increasing attention to quality
control as service expands.

iii) They should focus advertising on stimulation of selective demand; stress
services superior features and benefits; as well as increase reminder
advertising. Effort should be made to increase sales forces servicing of
current accounts and alsc consider the formation of key account

representatives for major customers of the bank.

iv) The banks should encourage, and simplify repeat transactions by making
customer services accessible and consistent with simplified processes.
They should also reduce attractiveness of switching by developing
services with féalu;es or prices that are more appealing to a specific
segment of current customers, while deliberatcly seeking new customers

both within and outside their target markets.

5.5 SUGGESTIONS FOR FURTHER STUDIES (RESEARCH)

We strongly suggest a comparative study of the effectiveness of marketing

strategies adopted by commercial banks in Nigeria.
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APPENDIX I~

MARKETING STRATEGIES OF FINANCIAL INSTITUTIONS IN NIGERIA:
A STUDY OF SELECTED BANKS

QUESTIONNAIRE ‘A’ FOP BANK MANAGERS

. Does your bank have a marketing depurtment?
@ Yes 0
® No {
2. If ‘Yes’ above, what function(s) i_ioes the departnﬂent perform?
ka) ﬁése:mch ) . 0 |
(b) Productisefvice dcsign._ B 0
{¢) - Promotion o : i]
(@) Others specify ......... ..... . s

3. What are the primary objectives of your bank?

.................................................

z. Are these objectives
(@) .Fully customer oriented? -
(b)  Partly customer Q_riented'f 1
(c) Not ail customer oriented? | 1
5. Dees your bank apply marketing strategies in achieving objectives?
@ Yes {
{b) No i :
. &g
S8 Ly
| Ze
- a7
6. Are these objectives . - L1y :
T - </4
Req
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10.

11

12.

(=N
)

14.

15.

16.

{a} Very ‘f:ffectiire .[]

(®)  Fairly effective g

(c) | Not_f_:ffective 0

How do you measure thé effecti\-feness of theée stra'tegi_es?

¥hai are your major problems in gtratcgy implementation? '

Does your bank group the customers into district segments.
@ ‘fes | 1
) No N

What bases does the bank use to segment its market?

......................................................

- What are the services provided by your bhn_‘k‘?" '

Where do you collect your new product ideas?
(a) Competitors R {1

(b)  Customers Suggestions 1

{c) Customers complaint o '_[]
(d)  Staff ' n
(€r  Others - specify o

Do you follow the traditional method of developing new products.

- 'What are your pricing objectives?

What pricing strategies do you adopt to achieve these objectives?

What are the promoticnal methods used 'by your bank?
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17.

18.

19.

20.

21,

(a) Advertising 1

(b)  Personal selling (l
(c) Sales promotion N
(d) Public relations []
(e) All of the above (1

Which of the following media does your bank use to reach its customers?

(@)  Television [l
(b) Radio [}
(©)  Bill Board (out door) i
(d)  Newspapers []
(¢)  Magazines : [l
()  Journals [l
(h) Any other ... LS CRTTCTIPRTRPE Ry

(2) ATl o The DR . ool sermisesss e R
Who are your major customers?
What factors influence the selection of locations of your branches?

................................................

Has your bank adopted Total Quality Manneement (TQM)?
(@) Yes [l

(b) No (l

How would you rate your bank’s present quality orientation?

(@)  Excellent [



(b)  Satisfactory [l

(c) Average []
(d) Not satisfactory [
22. How do you handle customers complaints?

QUESTIONNAIRE ‘B’ FOR CUSTOMERS OF THE BANKS
1. What factors motivated the choice of vour bank?
2. How would you rate your knowledee of vour banks services? Use the familiarity

scale below:

Never | Heard | Know a | Xnow a | Know
Head of of only Lirtle big fair out very well
: 38 How do yoa feel about the banks services? Use the favourability

scale below:

|
|
|

Very Somewhat Indifferent Sumewhat Very
unfavourable unfavourable Favourable Favourable

4, Are you satisfied with the way your bank handles your

complaints?
(a) Yes t
(b) No s
5 How do you channel your complaints to your bank?

6. What strategies would you recommend to your bank for
effective marketing of its ~sorvices?

.................................................

.................................................
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1995

. N0

USE OF LN !
Cash and siort b fonds 19,825,479
Cash rese rve dep e, SE2L051
IO TP
R L )
207074+
A,220,]12
4,001,346
1.753.6321
44,200,384

e P "

Sabilisannn oo,
Bills Discounted
nvesiments

Loans and Adyarces
Other Assets

Fixed Asser.

CLIABILITIES

Lieposii and other
Customers” Accounts

1L,161,587

~ Accounts pavable, including

items in tronsit, el

ard din idends 7,427,484
40,589,078

CAPITAL AND RESERVES

Share Capityl 300,000

Resers ey L3300

3,611,309

e ——

44,200,384

Sharcholder 5" ‘Iurl-ls

TTm m s asenIvIR &OWAN SN IRILAA

R
1994 1993 1992 1991%
N'000 N'000 N'000 N'mi.‘
0162560 4367020 7,856,001 4,235,555

LR T 137,351 134,230 159,71
LR I T 3,824,958 Q7,404 437,108
1,446,945 999413 1,353,%94 1,461,385
290,05 73,106 41,764 22,409
1317546 5.428,590 3,630,186 2,435,482
2461290 6220903 3,680,068 3,440,782
LS4R,048  1.117.690 908,980 496,003
24,281.979  22975.170 18,649.831 12,688,495

18,353,987 15,627,500 17,356,193 11,894,450 %
4,350,600 J.608.52 783.896 JU5.571
22704587 22236021 18040089 12,200,091
100,000 100,600 100,600 100,000
1,477,392 639,149 409,742 388,474
1,577,302 739,149 509,742 488,474
21281970 22975 170 1649831 12,688,495

e e




APPENDIX IV

FIVE YEARS FINANCIAL STATEMENT OF UNION BK.NK OF NIG.PLC

Assels

Cash and short-term funds
Balances with other

banks and financial institutions
Bills discounted

Investments

Investments in subsidiaries and
associated companies

Loans & advances

Other assels

Equipment on lease

Fixed assels

Total Assels

Financed by:

11.75% Loan Stock 1988/92
Customers’ deposits
Other liabilities

Capital & Reserves

Share capital
Statulory reserves

Loan stock redemption reserve -

General reserve
Reserve for bonus issue

Shareholders’' Funds
Revaluation reserve

Exchange difference reserve

Capital Funds

1995 1994 1993 1992 1991
N'000 N'000 N‘000 N'000 N'000
7,153,714 5,331,047 5,434,252 3,012,059 947 46
45,666,513 15,925,847 17,397,421 14,138,113 6,641,100
4,511,235 10,453,686 1,237,053 110,481 1,570,523
38,507 77,973 77,870 62,648 39,815
62,000 17,000 . — — —
11,254,763 7,105,544 4,218,678 3,773,168 1,736,617
4,767 464 2,335,583 2,074,805 1,304,869 1,636,808
232,675 114,945 83,103 71,810 10400
2,863,224 1,912,208 1,484,914 1,396,478 563,728
76,550,095 43,273,833 32,008,096 23,869,626 13166437
-— - — - 8,000
51,606,688 24,913,583 20,114,764 15,712,902 9,739,954
21,447,393 16,337,301 10,215,980 6,939,079 2.750,107
73,054,081 41,250,884 30,330,744 22,651,981 12,498,061
158,760 * 158,760 79,380 79,380 79,380
344,914 258,745 195,715 127,860 15,33
— - - - 31,115
991,436 860,356 717,513 380,629 298,359
238,140 39,690 - - -
1,733,250 1,317,551 992,608 587,869 524,184
228,625 228,625 228,625 s s
1,534,139 476,773 456,119 401,151 144,192
3,496,014 2,022,949 1,677,352 1,217,645 668,376
76,550,095 43,273,833 32,008 096 23,869,626 13,166,437




FIVE YEARS FINANCIAL STATEMENT OF FIRST BANK OF NIG.PLC

ASSETS

Cash, bank balances
and bills discounted
Inveslinenls

Loans and advances
Erupment on lease
Fieed assels

Other assels

Tolal assels

LIABILITIES

Depomalg
Liventhion
Dividond
Cithier labihitios

SHAREHOLDERS' FUND

1995
H'm

38172
153
1,741
151
3,520
6,081

Rl

- o

00
)
Ji2

I TEN

f-*!.ﬂ i

5,115

H a2

(R ——

1994 1993 1992 1691
H'm Hm N'in H'm
22,532 16,019 11,316 7114
115 91 93 il
5911 3,073 © 2,379 1,635
34 s — -
1,107 | 671 a2
1,226 2.h88 2047 1.925
31,955 £3.562 16,966 11,319
23,275 16,119 11,965 8,207
370 56 33 5
241 161 71 --
4,238 5,102 3,062 25710
32,124 22,058 16,031 10,862
1,831 1,404 955 457
33,955 23,582 16,986 11,319




