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ABSTRACT

The increase in the number of commercial banks in Kewgapled with the new regulatory regimes,
globalization and changes in technologies has resulted in high ttaompamongst banks. As a result, banks have resorted
to market their services in different and attractiveysvéo satisfy customer needs and desires which arencaitiyi
changing. One such intervention can be achieved through anuadigstanding of market orientation, which leads to the
development of appropriate product and service strategiesie®t customer needs. However, in doing so, due
consideration should be given to the specific firm capadslitised to implement market orientation in the tamgeket.

The objective of this study was to determine the efféeharketing orientation on business performance of commercial
banks in Nakuru Town, Kenya. The study targeted all eysgs of these banks and used a survey design using
guantitative approaches. From the target population 8f &fatistical formulae were used to tabulate the samvpich
gives a sample 74. The study used primary data whick eatected using self-administered questionnaires. The data
collected was analyzed using statistical packagesdoial sciences and presented in tables. A regressioysanalas
undertaken to determine the relationship between marketiegtation and business performance. The/&tue of 0.336
implies that 33.6% of the variations in the business pedoom of banks can be explained by the variations in the
independent variables. It was also established that alhttependent variables, namely; market dynamism, competitiv
intensity, technological turbulence and regulatory policieséhpositive effect on market orientation. However,rnizeket
dynamism had the strongest effect while competitive iitiehad the least effect. It is hoped that the findingghf study

will be beneficial in outlining the effect of market @ntation on business performance in commercial banksrigKe
KEYWORDS: The Effect of Marketing Orientation, Business Perfatog&a Commercial Banks
INTRODUCTION

The competitiveness in the banking industry has incceagmificantly in recent years due to deregulation and
globalization. Since the products and services offered Imksbaan often be easily duplicated, banks are nog onl
competing with each other, but also with other non-bamenéial institutions (Hull, 2002). When banks providerhea
identical services, they can only distinguish themselves @makis of price and quality and use of innovative solutions.
Globally, the banking industry has reached saturatiahhes become commoditized since banks offer nearly identical
products. Thus, it is essential for bank management to eiy lblest to retain as many customers as possible in twrder
remain competitive. The increase in the number of comuidsanks in Kenya, coupled with the new regulatory regimes,
globalization and changes in information technologies hadteel in high competition among banks. As a result, banks
have resorted to market their services in differamd attractive ways to satisfy customer needs, whictc@mgnually
changing. Banks are therefore exerting their best effortshe purpose of achieving profits that help in coverimgjrt
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expenses, ensuring their survival, and maximizing their vatus thus critical that, managers identify and understand
strategic orientations as well as the key drivers inbilginess environment, in order to remain competitive. One such

intervention can be achieved through an adept understandihg obncept of market orientation.

Market orientation is significantly important in enablingnfs to understand the marketplace and develop
appropriate product and service strategies to meet custueeels and requirements (Liu et al., 2012). Market-oriented
firms that actively understand and utilize information alibeir customers, competitors, and business environmeays m
directly improve new product and firm performance througlasplects of their marketing mixes and not just their product
portfolios (Narver et al., 2004). Moreover, market origataprovides firms with market-sensing as well as customer
linking capabilities. Although empirical researches have lwagried out in Africa, results show showed mixed findings.
For example, Mahmoud et al., (2010) reported a positiVatisaship between market orientation and business
performance in the Ghanian public sector, while Cheldraal.e(2002) found limited market orientation in Ivoriamfs.
Oduyi (2014) established that there was a significant ipesitelationship between market orientation and bank
performance in Kenya. Although a substantial amount of rdsearcmarket orientation and firm performance can be
found in the marketing literature, little attention hasrbpaid in investigating the effect of market dynamism, petitive
intensity, technological turbulence, and regulatory poliore®ank performance.

STATEMENT OF THE PROBLEM

Globally, the banking industry has reached saturation and has @emmmmoditized since banks offer nearly
identical products which carry the danger of creating a dowhwpiral of perpetual discounting such as fighting for
customer share. In Kenya, the increase in the number ofmeatal banks in Kenya has resulted in high competition
among banks. The recent enactment of laws on interest cappirigrtines increased competition and limited sectors of
profitability amongst Kenyan banks. This has resultethénrecently reported layoffs and cost cutting measuastgited
by these banks in order to remain competitive. AccordinthéoKenya Bankers Association Report of 2016, the major
issues facing the banking industry include new regulations, edyesith the passing of the new constitution, capping of
interest rates, customer expectations, increasing coiopefitom financial technology companies and regulatory
pressures. One area of critical importance, in which, baaksmitigate such challenges is through enhanced market
orientation strategies. Although a substantial amount efarek on market orientation and firm performance can be found
in the marketing literature in Kenya, most have esitlely focused on the traditional strategies proposed bipus
proponents of the market orientation approach which incleggomer, competition and inter-function orientation.
Regulations of the Central Bank like capping of interates have made it difficult for some small banksutwige in the
market and some have even gone into receivership like Dwyd(, Bmperial Bank and Chase Bank as a result of stiff
competition in the market due to technological advanceahthanges in market orientation. Technological chaiiges
introduction of digital programs like Safaricom’s MPESAdaother digital financial platforms like TALA have takewver
traditional banking processes. Agency banking has also causksltoadownsize and lay off staff and prefer working with
agents as compared to hiring or retaining work force, harstedy of the effects of market orientation is vitatletermine

its effect on business performance of commercial banks.
OBJECTIVES OF THE STUDY

The general objective of the study was to establigheffect of market orientation on business performance of
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commercial banks in Nakuru Town, Kenya. The study wadegliby the following specific objectives:

* To determine the effect of market dynamism on busipestormance of commercial banks in Nakuru Town,

Kenya.

» To establish the effect of competitive intensity on busimesformance of commercial banks in Nakuru Town,
Kenya.

» To evaluate the effect of technological turbulence on busipesormance of commercial banks in Nakuru Town,

Kenya.

» To examine the effect of regulatory policies on busines®imeance of commercial banks in Nakuru Town,

Kenya.
LITERATURE REVIEW

Various ways in which organizations attempt to develop tharketing orientation. For the purpose of this study,

empirical review was presented in line with the objextiof the study.
Market Dynamism Effect on Business Performance

In a highly competitive market, banks operate in aens¢ly competitive atmosphere and further globalization of
markets, fundamental changes occurred, and forced many tan&think and adapt their strategies to searcméoy
philosophies and innovative management techniques to improve cibraipetitive position and performance. Banks,
therefore need to adopt a strategic management approseth b managerial philosophies and non-traditional gieste
to address market dynamism aiming to achieve supenitarpence via more interest in external environment varsatd
bring added value for their customers. Therefore, markeardigm is a widely-explored construct in organization
theory/strategic management literature. It has a grpwiportance according to the degree of instability/turbwewfc
such key operating concerns as market/industry conditionsetisas more general technological, economic, social,
political forces. An organization’s ability to adapt ¢banging environmental circumstances is key to survivalrkit
dynamism has to be an essential factor for strategylafgwent and source of profitability. Market dynamismrespnts
the rate of change in an environment. Wijbenga and van W4gglijn (2007) outlined market dynamism as the rate at
which the preferences of consumers and the services ahipagions change over time. Studies such as those by Gl
(2011) have linked market dynamism directly to improvenh firerformance. In the present context, the focus withrioe
customer’s product preference, new banking products, unique pretatetd needs developed and variation or consistency
in the nature of customers served by commercial banks iorN&lown.

Competitive Intensity Effect on Business Performance

The estimation of the competitive intensity is of gloimaportance in the market analysis, as it allows rengal
the general appeal of intrusion on the market, making giratEpromotion of the goods, preliminary estimating activity

results.

The estimation of the competitive intensity includes: #malysis of distribution of market shares among
competitors; the analysis of growing rates of the matke analysis of profitability of the market.
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According to Ceptureanu (2016), for further estimation raériference of the competitive intensity and the
distribution of market shares among the enterprisesngdgssary to assess the competitive intensity in treosemodity
market by means of measurement of the degree of siyitdrmarket shares of competitors. According to B4l00),
the indirect approach to an estimation of the size ofcimpetitive intensity is based on an estimation of really
controllable causes and/or consequences of the giveronslafihe essence of all indirect methods of estimatosists
in the fact that, it is carried out not by an estimatbthe scale of intensity of manifestation of the competiforces,
counteracting the activity of the considered subjeet @dmpetition, but by an estimation of the scale ofdlors causing
their manifestation with a certain level of intensity (SR811). For purposes of the present study, the focus wilhkiae
nature of competition in the banking sector, type of proomali campaigns, bank unmatched unique features and relative

functional weaknesses amongst commercial banks in Nakuru Town.
Technological Turbulence Effect on Business Performance

The state of technology in any organization has afgignt influence on the quality and quantity of production of
its goods or services (Dauda, 2009). But despite this, temimdd prone to constant change which organizations have to
monitor, manage and cope with. Repeated economic crisesealil\stncreasing competition, brought about in particular
by the globalization of markets, are forcing an unprecedeatgonalization of resources. Improved productivity thas
become a concern of all banks. At the same time, technolodgvisloping with blinding speed and is becoming the
principal instrument for meeting this concern. This exglaifhy many banks are investing large amounts of mamey i
implementing information systems. However, the advantagesedffby technologies, especially in terms of enhancing
productivity, depend upon how these technologies are integratedn organization. Technology in most organizations
provides the required forces through various forms by whiclug and services are produced. Dude (2009) suggested that
technology may be in forms of machine equipment inforonaéind communication made up of knowledge, tools, method
and system directed to work in a specific mannerliK{2000) sees technology to be the result of man’s labazquired
knowledge or his technical skills regarding how to do thingl.\ihe state of technology determines the quality and
guantity of goods and services produced. For the purposesa$tudy, the changing nature or technology, opportunities
and threats of these changes, unreliability in foretggchnology change, the unpredictability of the global inank
sector use of technology and related security challengg@sgfrom technological turbulence will form the cooelis of
the study.

Regulatory Policies Effect on Business Performance

The empirical work reviewed provides evidence that cusdee, poorly functioning regulatory business
environments undermine entrepreneurship and the economic perforaidnggnesses and economies. They do so by, for
example, impeding entry to production and labor markeiich promotes the informal economy and unemployment, and
by making trades, accessing credit markets and resolegaj issues more expensive for businesses. Thus, efforts t
promote economic and social development should focus onulating policies that make business, regulatory

environments work and not obstruct their creation, proditignd competitiveness (Djankov et al., 2010).

Although empirical research provides ample evidence for peditiks between better business regulations and
economic performance, more rigorous research is needbdtter understand whether and to what extent the forme

causes the latter. Some of the most convincing evidencatéocdmes from natural experiments, which have focused
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mostly on firm entry regulation. Other areas of businessagguo$ such as trade, taxation, labor markets, credit nsarke
and protecting investors would benefit greatly from reseaiiclg sgmilar techniques (Ramalho, 2006). Furthermore,rgive
that only a handful of studies separate out the impact®fbusiness, regulatory environment for the overath fir
performance more research on these issues would sualiyeentihance our understanding of the multifaceted relatipssh
between business regulations and performance. In thempretidy, government making too many banking decisions,
legislation of restrictive rules for banks, stringenesubn market entry for new banks, adequacy of lawgegdations

for fair competition and nature of application of theggutations and policies will be the key focus of the study.

RESEARCH METHODOLOGY

The study adopted a descriptive research design. Saunaér2009) descriptive, descriptive research design as
a systematic, empirical inquiring into which the researcloers not have a direct control of independent variabltheir
manifestation has already occurred or because the inheoamthot be manipulated. The target population comprised all
66 employees of the Department of Lands, County GovernmeNgkifiru, Kenya. The study utilized simple random
sampling technique which ensured that the target populat&enrepresentative, reliable, flexible and efficient. Irs thi
study an appropriate method to collect the primary data avgsestionnaire survey. For the purposes of this study,
guantitative data were collected using a closed-endedtionnaire. The primary data were sourced from nevers the
participants gave during the survey process. The dadkectsa from the questionnaires were analyzed withisSizal
Package for Social Sciences.

RESEARCH FINDINGS AND DISCUSSIONS

According to the findings, the majority of the respondents wele 1161.8%) while the female respondents were
38.2%. The study attributed this trend to the existingdgegap in employment in the public sector in Kenyactvhis
predominantly dominated by the male gender. The majority efréispondents were in the age group 46 - 55 years
(52.6%), while the least age group was between 26 — 35 yéa&%). The majority of the respondents (58.2%) hold a
university degree qualification, which was attributed to thyhdri entry requirements in the organization and the tedhnica
nature of the work undertaken. In terms of working expege most of the respondents (41.8%) had between 5 — 10 years
working experience. Cumulatively, more than 72% had mone Shgears of experience while only 7.3% had less than 2
years working experience.

Effect of Market Dynamism on Business Performance

Majority of the respondents agreed that over time in theik, customers’ product preferences had changed a lot
(4.23), that new customers tended to have product-related regtdwré different from those of their existing customers
(4.05), The they catered to many of the same customarshilly used to in the past (4.02), that their custoteeded to
look for new banking products all the time (4.02), that bepective banks often tailored their products based on new
market trends (4.12) and that the banking sector is dynand thus commercial banks continuously changed according to

the market changes (4.10).
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Table 1: Effect of Market Dynamism on Business Performance

n Min | Max | Mean | Std. Dev.

Over time in our bank, customers’ product
preferences have changed a lot

New customers tend to have product-relate
needs that are different from those of our 60 2 5 4.05 .811
existing customers

We cater to many of the same customers th
we used to in the past

Our customers tend to look for new banking
products all the time.

We often tailor our products based on new
market trends

60 2 5 4.23 122

60 2 5 4.02 .892

60 1 5 4.02 1.000

60 3 5 4.12 739

The banking sector is dynamic and thus we

continuously change according to the mark¢ 60 1 5 4.10 706

Effect of Competitive Intensity on Business Performance

The respondents, on average, agreed that there were maagsaggypromotion campaigns in the banking sector
(4.17), that anything that one bank can offer could be readitghmd by other banks (4.18), that competition in the
Kenyan banking sector was highly intensive (4.30), that dedipé competition, most competitors were relatively weak
compared to their commercial bank (3.63) and that the intenfitpmpetition had made their banks to invest more

resources on marketing activities (4.03).

Table 2: Effect of Competitive Intensity on Business &formance

n |Min | Max | Mean | Std. Dev.

There are many aggressive promotion campe
in the banking sector.

Anything that one bank can offer can be rea
matched by other banks.

Competition in the Kenyan banking sector is
highly intensive

60 1 5 4.17 847

60 1 5 4.18 .965

60 2 5 4.30 .809

Despite the competition, our competitors are
relatively weak compared to our bank.

The intensity of competition has made our ban
invest more resources on marketing activities

60 1 5 3.63 1.178

60 1 5 4.03 .843

Effect of Technological Turbulence on Business Performame

From the findings on Table 3, The study established that wfodte respondents agreed that technological
changes provided big opportunities in the Kenyan bankiotpisé4.32), that the technology used in the Kenyan banking
sector was changing rapidly (4.12), that technologiealelopments in the banking sector were rather minor arsl riue
affect their performance (3.70), that their bank had 8ffecstrategies aimed at mitigating the effect of textbgical
changes (3.98) and that the technological turbulencetedfabeir bottom line (4.13). The respondents however were
unsure as to whether it was difficult to forecast wheretgbbnology in the banking sector will be in the next fewarge
(2.77).
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Table 3: Effect of Technological Turbulence on Busirgs Performance

n | Min | Max | Mean | Std. Dev.

Technological changes provide big opportunities in
Kenyan banking sector

It is difficult to forecast where the technology in the
banking sector will be in the next few years

The technology used in the Kenyan banking sect
changing rapidly.

Technological developments in the banking seare
rather minor and does not affect our performance

Our bank has effective strategies aimed at mitige
the effect of technological changes

Technological turbulence often affects our bottom Il 60 2 5 4.13 .769

60 | 2 5 4.32 .813

60 1 5 2.77 1.079

60 1 5 4.12 922

60 1 5 3.70 1.139

60 1 5 3.98 .948

Effect of Regulatory Policies on Business Performance

From the findings in Table 4.8, majority of the responidenere in agreement that the government had very
restrictive rules on the business scope of banks (4.30)néray more new banks would enter the banking sector if there
were fewer regulations to comply with (4.30), that g@vernment was making too many decisions on behalf of the
banking sector (3.92) and that the regulatory policieshim Kenyan banking sector often affected their business
performance (4.15). The respondents were however unsue vaisether there were adequate laws and regulations to
ensure fair competition in the banking sector (2.77).

Table 4: Effect of Regulatory Policies on Business Flermance

n Min | Max | Mean | Std. Dev.

The government has very restrictive rules or|

business scope of banks 60 3 > 430 591
Many more new banks would enter the bant
sector if there were fewer regulations to con| 60 2 5 4.30 .962

with.

There are adequate laws and regulations to
ensure fair competition in the banking sectol

The government is making too many decisio
on behalf of the banking sector.

Regulatory policies in the Kenyan banking
sector often affects our business performang

60 1 5 2.77 1.294

60 1 5 3.92 .850

60 1 5 4.15 .899

Business Performance

From the findings in Table 4.9, it was established thatt mespondents were in agreement that profitability of
their bank in comparison to their competitors was higher Y4ihat they often posted better return on investment in
comparison to their competitors (4.37), that their @ngtrs seemed more satisfied than those of their comgefit@7),
that their market share was bigger than those of twirpetitors (4.35), that their bank’s profitability had beerthen
increase over the past few years (4.57) and thajrtheth of their banks market share in the past fewsybas been on an

upward trend.
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Table 5: Business Performance

n | Min | Max | Mean | Std. Dev.
Prof|tab_|I|ty qf our bank in comparison to our 60 3 5 4.97 516
competitors is higher.
We ofte_n post better return on investment in 60 3 5 4.37 637
comparison to our competitors
Our customers seem more satisfied than tho: 60 2 5 4.97 686
our competitors.
Our ma'rket share is bigger than those of 60 3 5 4.35 606
competitors
Ourbanks profitability has been on the incre 60 3 5 457 563
over the past few years
The growth of our banks market share in the 60 3 5 4.98 555
few years has been on an upward trend

Regression Analysis

The study carried out a regression analysis and model sunsrdepicted in Table 6.

Table 6: Regression Model Summary

Model R R? Adjusted R®

Std Error of the Estimate

1 0.579| 0.336 0.287

0.25074

The R value of 0.336 implies that 33.6% of the variations in thsiress performance of banks can be explained

by the variations in independent variables. This therafaans that, other factors not studied in this study corgrib®i

% of business performance of banks in Nakuru Town, Kefiye researcher further conducted a multiple regmessio

analysis and the findings of the multiple regressiodehts depicted in Table 7.

Table 7: Multiple Regression Analysis

Model Unstant_je_lrdized Standgr_dized
Coefficients Coefficients
1 B SE B t p
Constant 2.550 .367 6.939 .000
Market Dynamism .196 101 .304 1.92§ .059
Competitive Intensity .047 .076 .089 611 544
Technological Turbulent .101 .091 .18C 1.107 27¢
Regulatory Policie .10¢ .07¢€ .181 1.43¢ .15€

Further, it was established that a unit increase in etadynamism would cause an increase in business

performance by a factor of 0.196, a unit increase in comyetittensity would cause an increase in business perfaanan

by a factor of 0.047, a unit increase in technologicalulerice would cause an increase in business performanae by

factor of 0.101 and a unit increase in regulatory policiesldvoause an increase in business performance by a dctor

0.109. The un-standardized beta coefficients in Table 4.11 there used to obtain the overall relationship of the

independent variables and the dependent variable and modtrwasated as:

Y =255+ 0.196X+ 0.047>%+ 0.101%+.109X,
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ANOVA findings (P-value of.000) in Table 4.12 show that thisreorrelation between the predictor variables
(market dynamism, competitive intensity, technological ulebce and regulatory policies) and dependent variable

(Business performance of banks).
CONCLUSIONS

The study concluded that over time in their bank, custshproduct preferences had changed a lot, that new
customers tended to have product-related needs that arewmliffeom those of their existing customers, that thegred
to many of the same customers that they used to in 8tetpat their customers tended to look for new banking products
all the time, that the respective banks often tailored fheiducts based on new market trends and that the banking sector
is dynamic and thus commercial banks continuously changeddamgoro the market changes. Further, the study
concluded that there were many aggressive promotion campaitims banking sector, that anything that one bank can
offer could be readily matched by other banks, thatpmgition in the Kenyan banking sector was highly intensivat t
despite the competition, most competitors were relativelgkncompared to their commercial bank and that the intensity
of competition had made their banks to invest more ressuote marketing activities. the study concluded that
technological changes provided big opportunities in the Kerbanking sector, that the technology used in the Kenyan
banking sector was changing rapidly, that technological deredats in the banking sector were rather minor and does not
affect their performance, that their bank had effectirategies aimed at mitigating the effect of technolbgltanges and
that the technological turbulence affected their bottora. IThe findings differ from those of other scholars and they
indicate a minimal positive effect on business perforrmaridanks. The study further concluded that the governhazht
very restrictive rules on the business scope of banksythay more new banks would enter the banking sector if there
were fewer regulations to comply with, that the governnveag making too many decisions on behalf of the banking
sector and that the regulatory policies in the Kenyan bankingprsedten affected their business performance.
The findings differed with those of other scholars who repomegative effect of regulatory policies on business

performance.
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