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1. Introduction 

 

Customer has become the key to any service or product. Most organization seeks to satisfy customer leading to retention and 

loyalty on specific product. Price is one of the strategies used in marketing to win the loyalty and retain customer to specific 

products. Oliver (2010) clarified that consumer loyalty involves the full gathering of client desires of specific items and 

administrations. On the off chance that the apparent execution coordinates or even surpasses clients' desires of administration, at 

that point they will be fulfilled. In the event that it doesn't, at that point they are disappointed. Beforehand, various researchers 

have utilized administration quality as a measure of consumer loyalty especially with regards to benefit writing. Current managing 

an account has been impacted by globalization. Components such as Basic, mechanical and administrative are very important in 

managing domain of an account in an extreme world full of aggressive weights. Consumer loyalty has come to be viewed as a key 

business technique of each association and a benchmark against which many banks have set their principles. As per Adongo 

(2005), keeping up existing clients for associations is perpetually vital than the capacity to catch new ones. Clients are basic for 

any association's prosperity. Without clients, associations would have no assets, no benefits and in this way no market specialties 

that can empower them contend in the worldwide field. The worldwide business condition is continually evolving. Beforehand, 

organizations' concentrate was on benefits and survival. This has since changed. Keeping in mind the end goal to get by in a 

dynamic situation, associations including banks require methodologies to concentrate on their clients and to manage the rising 

patterns and difficulties (Pearson and Robinson, 2016).  

 

Under unpredictable business and economic situations client administration can be the basic contrast between an association's 

prosperity and disappointment. Clients are progressively cautious about buys, the cash they spend and what they need (Griffins, 

2002). Clients expect quality administration and will pay for it. High fulfillment makes a passionate connection to a brand, not 

only a sane inclination and results in high client devotion (Kotler, Armstrong, and Cunningham, 2002). The Kenyan keeping 

money industry has experienced tremendous changes instigated by administrative and focused powers. This has definitely caused 

the Kenyan retail banks to create procedures went for expanding consumer loyalty and devotion through enhanced administration 

quality. In this evolving condition, associations working in Kenya need to always adjust to these progressions by initiating inner 

changes to mirror the new rising substances. As indicated by Aosa (2000) inability to adjust to the business flow may put the 

future accomplishment of numerous associations in peril.  

 

As per the OECD (2003) banks rely upon consumer loyalty and reliability for long term success. The capacity of commercial 

banks to offer client’s access to a few markets for various classes of money related instruments has turned into a significant 

aggressive methodology. Meeting in the saving money industry to provide food for the changing statistic desires of the client has 

turned out to be clearer. Clients are fulfilled when their desires are met and pleased when their desires are surpassed. Banks need 

INTERNATIONAL JOURNALS OF ACADEMICS & RESEARCH 
(IJARKE Business & Management Journal) 

Abstract 

Customer is the most overlook in modern era. Customer satisfaction can be measured through customer loyalty, customer 

retention and customer survey. Rise of many substitute product and high completion the customer satisfaction has become 

crucial concept in marketing. Pricing strategies is one of marketing strategy that can be used to counter the effect of customer 

dissatisfaction. The study sought to investigate the effect of pricing strategy on customer satisfaction in commercial banks. 

Theoretical review was based on consumer power theory. The researcher used the multi-stage sampling technique to select 

148 respondents. ANOVA analysis was also used in data analysis. The study covered all commercial banks in Kericho 

County, Kenya. The finding indicated price strategy significantly influenced customer loyalty and retention. The study 

concluded that pricing strategies was important aspect in market mix that brought customer loyalty, retention, survey and 

satisfaction in commercial banks. It recommended price strategies should be used often to improve on customer satisfaction. 

Continuous customer satisfaction leads to customer loyalty and retentions. 

Key words: Price Strategy, Customer Satisfaction, Customer Retention, Customer Loyalty, Strategic Management, Kericho 

County 



INTERNATIONAL JOURNALS OF ACADEMICS & RESEARCH                                                                 ISSN: 2617-4138              
IJARKE Business & Management Journal                                                               DOI: 10.32898/ibmj.01/1.2article16                                                                 

www.ijarke.com          

 

169 IJARKE PEER REVIEWED JOURNAL                           Vol. 1, Issue 2                                                             Nov. ’18 – Jan. 2019 

 
 

to comprehend the requirements of clients with a specific end goal to fulfill them; accomplish and keep up high consumer loyalty 

levels.  

 

As the negative impacts of the 2008 worldwide monetary emergency keep on waning, in Kenya managing an account is set to 

encounter development in the industry. With the expanded rivalry, commercial banks have been hit by the bear truth for the 

importance of giving quality products and services to benefit its clients and keep its market share. A portion of the measures seen 

have been the presentation of client benefit work areas, posting of client benefit officers in each saving money corridor and an 

establishment of recommendation boxes. At present, no investigation has been attempted to quantify if these techniques have 

converted into more fulfilled clients than some time recently.  

 

Consumer loyalty is an idea that requirements appropriate thought if a business is to get by in a focused domain. In the saving 

money segment, many banks have created different procedures, for example, the improvement of products or administrations 

which seem to go for enhancing consumer loyalty. In any case, the customers’ contributions to impact enhanced consumer loyalty 

are not generally considered. It is basic to distinguish and get adequate data and information about clients with a specific end goal 

to fulfill them (Bruce and Langdon, 2002; Islam and Ahmed, 2005). Consumer loyalty is a basic factor in client maintenance. 

Customer retention is the ability to maintain customer. These can be achieved using different strategies including product 

positioning, branding, customer service and customer experience. There variant strategies that can maintain customers and thus 

market mix is been examined in this research as one the strategies. This creates customer satisfaction with in an organization. 

 

Changes in marketing mix is of incredible importance amid money related emergency (Köksal and Özgül, 2007). Marketing is 

mostly entering action in administration, this is on the grounds that marketing is an apparatus that is swung to clients and their 

needs. Thus, it's insufficient to pull in the clients once; the association should develop an association with the clients this is 

proficient in influencing them to return to the organization even in circumstances where the market and their needs change. 

Associations for the most part utilize marketing as a key to adore a descending pattern during emergency (Jobber and Fahy, 2009).  

Choices about the 4 P's rely upon changes in the association's condition. The association should accept favorable 

circumstances of open doors and limit the potential dangers. With a specific end goal to limit dangers, it is imperative that the 

association is perceptive to changes that can show up in the hierarchical condition (in the same place). The association ought to 

pull back from those business sectors in which they are not sufficiently solid to perform with benefit and concentrate their assets 

on those business sectors they are solid (Jobber and Fahy, 2009). 

 

Banking institutions that have an objective to stay competitive in the commercial center, need to fabricate and improve 

consumer loyalty in view of advantages that are gathered including productivity, business referral and attention, client share and 

competitive situating. Given that it is progressively getting to be plainly hard to accomplish consumer loyalty and dependability in 

a competitive situation; scientists have endeavored to create models to explore consumer loyalty in an assortment of settings. In 

investigating these models, it has been built up that showcasing blend, consumer loyalty, saw esteem, trust and responsibility are 

the most basic factors in making and keeping up client loyalty (Liang and Wang, 2005). Cronin & Brady (2009) points out that 

when advertising and fulfillment are researched independently as the causers of outcomes which are dependable on behaviors, all 

of which they continuously have an important statistical influence on loyalty of customers. Chakravarty & McEvily (2003) in his 

study on relationship and individual bank switching behavior in South Africa, found that there is a meaningful negative relation 

among marketing mix dimensions, responsiveness, empathy and reliability, with customer tendency to be satisfied.  

 

2. Objective of the Study 

 

The general objective of the study was to establish the effect of pricing, customer loyalty, customer retention and customer 

satisfaction in Kenyan commercial banks. 

 

3. Review of Literature 

 

3.1 Theoretical Framework 

 

Consumer power theory was used to describe customer loyalty, retention and hence explain satisfaction in relation to price 

strategy. Consumer power theory was developed by Davies in the year 2002 who asserted that consumers make a particular 

interest for an item and drive its prosperity by embracing and utilizing it. The potential risk of client stir could apply some weight 

on the bank to plan an answer that satisfies consumers’ needs and fulfills them. In any case, customers don't really affect the 

suppliers at a beginning time of improvement. This is obvious from bank items that were acquainted with the market without a 

communicated request by the customers.  

 

3.2 Price Strategy and Customer Satisfaction 
 

Cost is the entirety of qualities that purchasers trade for or utilizing a product or administration. In saving money, the cost is 

characterized as a component of the customer's assets, communicated in financial terms, from which the customer is willing leave 
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in return for the potential advantage offered by this product. Cost is the main component of marketing blend that creates income 

for the organization. That is the reason estimating is a critical errand of marketing blend (Grzeczyk, 2007). Realizing that valuing 

choice can impact the benefits, an organization in the season of an emergency, may consider expanding deals volume in the here 

and now by diminishing the costs. Along these lines of acting can hurt the association in the long haul, in the way that the client 

will in any case expect a similar value level after the emergency. This can cause frustration on the client side, and thus may 

prompt abatement in the request. In this manner it is vital to fit the estimating choice with other marketing blend activities in the 

time of an emergency.  

 

When setting costs, banks should consider both, inside and outside components. Among inner elements expenses and 

marketing technique destinations can be called attention to (Kotler, 2008). Urgent outer components are: focused position 

(WACS, 2009), clients’ impression of the products esteem, nature of the market and request, business cycle organize and the level 

of expansion. Critical effect on cost has likewise lawful directions of the national bank's fiscal arrangement (i.e. the level of 

mandatory saves), the level of client reliability, market loan cost and the whole of bank's wage from contributing the assets on the 

global market).  

 

The cost of the managing an account product comprise of various segments. Cost in saving money incorporates financing cost, 

commissions and charges (on the same page). Choice about cost should cover the estimations of the costs as well as issues such 

like rebates, stipends, installment period or credit terms (Kotler, 2010). As indicated by keeping money products, a marketer needs 

to check in the product’s conditions, for example, advance term, the technique for ascertaining premium, expenses of security, the 

conditions for early reimbursement of advances or the outcomes of the abdication from the product. From client viewpoint, the 

cost in saving money is of extraordinary significance.  

 

Regardless of the part of producing incomes, cost likewise is critical in making clients esteem and building client relationship 

(Kotler, 2010). Most clients regard costs as a standout amongst the most vital criteria while picking a bank. It is essential to call 

attention to that costs are just acknowledged by clients in the predefined level. Costs set at a much lower or considerably more 

elevated amount may demoralize clients. As indicated by Kotler (2010) amid a financial emergency there is no critical contrast in 

the execution of organizations that apply distinctive estimating procedures. did neither discover distinction in deals volume 

between organizations that increased the cost and those which diminished the cost amid the emergency. Market cost of a product 

likewise needs periodical survey and alterations. The value charged ought to be sufficiently high to give satisfactory benefit to the 

organization however sufficiently low to propel buyers to buy product. It ought to likewise be appropriate to confront market 

rivalry successfully. Cost is one of the much of the time examined marketing methodologies in smaller scale back establishments. 

In purchaser viewpoint, for the most part a positive connection between cost and quality is normal likely on the grounds that 

customers see cost as a hint to product quality (Yoo, 2000).  

 

4. Research Methodology 

 

The study adopted descriptive survey design. It targeted a population of 498 customers in 6 banks in Kericho. Purposive 

sampling was used to select the sample since it is appropriate extraction of required information with respect to the objectives of 

the study (Kerlinger, 1986). The study adopted Cochran (1963) formula as shown below: 

 

n =           NC
2
 

   C
2
 + (N – 1) e

2
 

 

 

Where:  

n = sample size;  

N = population size;  

C = Coefficient of variation which is ≤ 30%;  

e = margin of error.  

 

The study sample calculated at 25% coefficient of variation and 5% margin of error (Nassiuma, 2000). Making a sample of 

148 responded where 7 were excluded for piloting. Data was collected from the respondents using structured-questions. ANOVA 

test was used to test hypothesis of the study. 

 

5.  Research Findings and Discussion  

 

5.1 Descriptive Statistics 
 

Descriptive statistics was used to analyze a Likert scale of 1-5 from strongly disagreed to strongly agreed. Mean, standards 

deviation and percentage were interpreted as follows; 
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Table 1 Price Strategy 

Questions Mean S.D 

Pricing of bank transactions indicated in quality 

influence customer loyalty 

4.487 0.600 

Different pricing of types of services offered affect 

customer retention 

3.757 0.635 

Affordable interest rates on loan influence customer 

credit applications  

4.493 0.600 

Pricing strategies affect customer satisfaction 4.405 0.569 

 

Pricing of bank transactions used as indicator of quality influence to a great extent customer loyalty had a mean of 4.487. 

There was small variance on pricing of bank transaction on customer loyalty with standard deviation of 0.600). Results revealed 

that different pricing of types of services moderately influenced customer retention had a mean of 3.757. The variation in 

customer survey due to different pricing was low with standard deviation of 0.635). Highest number of respondents agreed that 

affordable interest rates on loan had great effect on customer credit application repeat had a mean of 4.493). Variation in credit 

application due to affordable pricing of types of services was low with standard deviation of 0.6989. 

 

Pricing strategies had great significance in determining customer satisfaction had a mean of 4.493. There was little variation 

on customer satisfaction because of pricing with standard deviation of 0.569. This research concurs with the findings of Anderson 

(1994) where there existed relationship between pricing and customer satisfaction in banks. Anderson did a study in Swedish 

banking sector and concentrated on customer satisfaction, market share and profitability. This means the concept of pricing cuts 

across banks despite the regional boundaries. Consuegra, Molina and Esteban (2007) found also prices affected the quality of 

products and purchasing power of customer. Customer satisfaction is then related with customer satisfaction which concurs with 

the current study. 

5.2 Inferential Statistics 

ANOVA analysis was adopted to test the objective on the relationship between price strategy and customer satisfaction as 

shown in the table below. 

 

Table 2 Pricing strategy ANOVA 

 
Sum of Squares df Mean 

Square 

F Sig. 

Between Groups 5.351 1 5.351 10.084 .002 

Within Groups 77.480 146 .531 
  

Total 82.831 147 
   

 

The results indicated that pricing strategy used by commercial banks had significant influence to customer satisfaction (F= 

10.084, P (0.002) < 0.05). Pricing strategies extensively determine customer satisfaction. This finally leads to customer loyalty 

and retention at long term basis. 

 

6. Conclusions and Recommendations 
 

Pricing strategy in bank sector is used to differentiate products. According to the findings pricing of bank transaction indicated 

in quality affected customer loyalty. It was concluded that by differentiating products on price of the types of services it affected 

significantly customer retention in the banks. Also through introduction of affordable interest rate on loans leads to increase of 

customers that could access credit facility repeatedly. Pricing strategy did affect customer satisfaction. According to the study’s 

results there is significant effect of price on customer satisfaction. Pricing strategy has been used for long time in organization. 

Banks use of different transaction fee, service pricing and interest rate has affect customer satisfaction. Sustainable customer 

satisfaction leads customer loyalty and customer retention.  

 

It also recommends that pricing strategy be incorporate as products differentiation strategy. Each product should target a 

customer need or market niche. This result to product differentiated with price strategy which increases the number of customers. 
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