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Abstract 

The concept of segmentation in marketing recognizes that consumers differ not only in the price they 

will pay, but also in a wide range of benefits they expect from the product (or service), and its method 

of delivery. Most organizations have been striving to tailor make their products to cater for different 

market segments in order to enhance their competitiveness. Barclays has integrated Premier banking 

which targets the crème of the society such as chief executive officers, boards of directors, managing 

directors amongst and others. 

The purpose of this study was to investigate the sustainability of niche market segmentation in the 

banking industry using the case of Barclays Bank Premier Account. The study was guided by the 

following research question: what are the effects of niche segmentation on the customer acquisition 

and the customer retention? 

This study adopted purposive sampling and random sampling technique. Purposive sampling was 

used to select the employees deliberately due to the fact that they were the front office staff who dealt 

with customer acquisition, satisfaction and retention in the bank. 

The study found that niche market segmentation greatly affects customer acquisition; customer 

satisfaction; customer retention; and customer attitude at Barclays Bank Premier Package. The study 

also found that branding, price segmentation, service quality customer relationships and referrals 

affected customer acquisition, customer satisfaction, customer retention and attitude of the customers. 
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Background of the Study 

Segmentation is central to marketing strategy because different customer groups imply the need for 

different marketing mixes (Doyle, 2007). The technique of segmenting a market also reveals profit 

and strategic opportunities for new competitors to challenge established market leaders (Abell, 2008). 

As a market develops on, new segments opens up and older ones tend to decline. For instance, the 

deepening of the product range has seen the introduction of a greater variety of services for several 

market segments (Speed and Smith, 1992). The concept of segmentation in marketing recognizes that 

consumers differ not only in the price they will pay, but also in a wide range of benefits they expect 

from the product (or service) and its method of delivery (Doyle, 2007).  
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Geographic segmentation calls for dividing the market into different geographical units such as local 

town, region or country as a whole. However, the nature of the financial services industry is such that 

banks cannot discriminate in terms of locality or region. For one thing, under the influence of 

technological innovation, definitions of market boundaries keep on changing. For instance, by using a 

plastic card or telephone banking, one can transact business from anywhere in the country and in 

many cases from anywhere in the world, without visiting a branch office. Moreover, differences in 

preference and purchase patterns for financial products or services do not appear to emerge along 

regional lines, thereby removing the usefulness of geographic segmentation (Chee and Harris, 2003). 

Demographic and socio-economic segmentation, based on age, sex, marital status, income, 

occupation, education, religion, social class and so on, assumes these variables have an influence on 

consumer behavior and that they can therefore be used as proxies for direct needs analysis.  

Statement of the Problem 

The pursuit of higher market share through various promotional gimmicks to stimulate brand 

switching proved to be expensive. With a plethora of product offerings, minimal differentiation in 

product features and advertisement campaigns, market share has more often than not been fought on 

short-term sales promotion such as coupons and rebates. Product couponing has not lived up to its 

promise, rather it has further diluted brand loyalty (Olsen and Johnson, 2003). 

The emphasis on producing, marketing and advertising to a large homogeneous market is increasingly 

less effective, mainly because a massive upheaval in the social landscape has fragmented the mass 

market (Kauffman, 2008a). Some aspects of this social upheaval are: the increased number of women 

in the workforce, the changing family unit, the ageing population, the rise in the ethnic population, 

and the shrinkage of the middle class. These changes have stimulated the search for new ways to deal 

with the fragmented market. Niche marketing, database marketing, and relationship marketing are 

promising strategies which are attracting a high level of attention, as alternatives to market 

segmentation (Kauffman, 2008b).  

However, these concepts have evolved independently from different perspectives. Consequently, little 

attention was paid to the fact that they might complement one another and their integration may lead 

to a synergy and the creation of a powerful marketing tool to deal with the changing marketing 

environment. Hence, it is against this background that the study aims to close the gap to determine the 

suitable market segmentation on customer retention of high net worth clientele with Barclays Premier 

Package.  

The purpose of the Study: 

The purpose of this study, therefore, was to investigate the sustainability of niche market 

segmentation in the banking industry on acquisition and customer retention of high net worth clientele 

using the case of Barclays Bank Premier Package. 

Literature Review on Customer Retention 

Intensified Customer Acquisition Strategy 
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Client acquisitions are one of the main issues facing the banking industry today. As the battle for new 

customers has intensified, the banking environment is forced to increase its consumer responsiveness. 

With deregulation, globalization and automation, customers now have a wide array of choices in 

banking services. These environmental changes, coupled with the saturated demand for banking 

products, have made most banks marketing oriented. As banks are struggling to improve their market 

share and the revenues, one important method of doing this is to acquire the potential customers from 

the competitors through market segmentation (Mintel, 2001). 

The level of competition amongst banks has led to segmentation of the market to attract new 

customers, but which do not appear to strengthen loyalty in the existing customer base. In bank 

services, customers are increasingly prepared to change their provider or switch, usually to achieve 

more favorable product or service value. It has been observed that customers usually switch from one 

high street provider to another in order to seek for better and convenient services (Ehigie, 2006). 

Role of Brands in Customer Acquisition 

The dimensions of brands may play different roles in customer acquisition (Dall’Olmo and De 

Chernatony, 2000). Customers acquired in mass market conditions, for example, may be responding 

to rational dimensions such as price and performance, whereas customer retention and loyalty may be 

associated with the emotional dimensions of the brand. Organizations still are increasingly concerned 

with loyal customers who, it has been asserted, contribute to increased revenues (Reichheld, 2003), 

make further purchases (Payne, 2000) and generate positive word-of-mouth (Gremler and Brown, 

1996) in acquiring other customers. However, branding would appear to be associated with values 

that are not necessarily consistent with the direction that banks want to go in. Further research into 

branding within an acquisition may be able to provide insight into how branding can be reconsidered 

(Farquhar and Panther, 2008). 

Role of Price Segmentation in Customer Acquisition 

It has been argued that new customers are sometimes not attracted by a bank’s product brand but 

purely by its low prices. Farquhar and Panther (2008) argue that, customers attracted by low prices 

present a challenge to banks if they are attempting to retain them. It is in this situation that any tension 

between acquisition and retention is at its most acute level and gives rise to critical questions about 

conventional measures of market shares, growth and profitability and their viability in contemporary 

strategy development. On the hand, to counter its low-price strategy, the bank planned to increase 

spending on advertising as part of strengthening their brand (Farquhar and Panther, 2008).  

Role of Service Quality in Acquisition  

In a study into service industries, Bloemer et al (1999) found that service quality appeared to have a 

positive effect on service loyalty but that the relationship between them varied across the industries. 

Service quality and customer satisfaction have both been found to be instrumental but, in themselves, 

not sufficient to retain customers. The relationship between satisfaction and loyalty and customer 
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acquisition can be likened to a seed that needs supportive conditions to grow into a healthy plant, has 

merit in that it draws attention to the range of variables that are involved in the transformation. 

Role of Referrals in Customer Acquisition 

Financial services like most services are low in search qualities; therefore word-of-mouth plays a 

critical role in the decision-making of others (Gremler and Brown, 1996), such as potential bank 

customers. To encourage positive word-of-mouth, banks try to encourage ‘net promoters’ (Reichheld, 

2003), in other words existing customers, to become advocates to enable them to increase their 

customer base. Trafalgar was aware of the value of advocacy as the informant explained. 

Role of Customer Relationships in Customer Acquisition 

Banks also aim to build relationships with their customers, many of whom are generally receptive to 

such overtures (Alexander and Colgate, 2000). It has been argued that customer relationships are one 

of the key assets of a business. The emergence of relationship marketing with its emphasis of not just 

acquiring customers but on keeping them and the growing body of research on the relationship 

between customer retention and increased profitability has encouraged companies to view their 

relationships with customers as assets in themselves (Reichheld, 2003) 

Some retailers, however, have recognized the drawbacks of new customers this is because certain 

customers are more valuable than others. Those customers who are regular purchasers and are 

relatively easy to serve and therefore, they cost the retailer less. On the other hand, new customers 

might be more expensive to look after. They demand more information and make more store visits or 

ask for more sales assistance before they buy; and they buy in smaller quantities, even though the cost 

of processing a small transaction is often the same as the cost of processing a larger one. These 

customers cost the retailer more to serve. They are therefore less profitable. For this reason, loyalty 

programs through customer relationships are widely used in retailing and also in banking (Hunt, 

2007).  

Loyalty and Retention 

Loyalty has emerged as a strong predictor of customer retention; this is where a customer continues to 

do business with a service provider or purchases the same brand repetitively. The concepts of 

satisfaction, loyalty and retention may be used to refer to the same underlying behavior. As such, it 

encompasses an affective component as well as a behavioral dimension. As an affective state, loyalty 

represents a psychological reaction and conviction to a product or service experience. The behavioral 

dimension is simply a manifestation of that affective state, which is sometimes equated with customer 

retention.  

Gerpott, et al., (2001), found that satisfaction links into customer retention, but only via customer 

loyalty. They also found that the mobility barrier created by the lack of portability of mobile access 

numbers in the German mobile cellular market is a strong driver of customer retention. Gerpott et al. 

(2001) Studying the German mobile cellular phone market, showed that customer retention, loyalty 

and satisfaction were causally interlinked and that mobile service price, mobile service benefit 
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perceptions as well as lack of number portability have strong effects on customer retention. The same 

could also be applied in the banking sector where a product monthly charges and an account benefit 

perception could have a strong effect on customer retention.  

Pricing Decision 

Besides customer satisfaction effects on customer retentions, price has been mentioned as one of the 

most important determinants of customer decisions (Srivastava and Nicholas, 2001). Managers could 

utilize price matching to stimulate repeat purchase behavior (reducing price defection), because price 

matching may indicate a commitment to protect customers (objective: to keep customers happy so 

they would come back and buy again). Understanding long-term price matching effects on customers 

is important in order to determine whether price matching has a lasting impact on customer behavior 

that is evaluating the effectiveness of these policies in stimulating customer retention, in addition to 

customer acquisition (Kukar-Kinney, 2006). 

 The Gaps between Customer Expectations and Perception 

The usual measures of customer satisfaction involve a survey with a set of statements using a likert 

Scale. The central focus of the Gaps Model is the Customer Gap, the difference between customers’ 

expectations and perceptions. Firms need to close this gap between what customers expect and 

receive, in order to satisfy their customers and build long-term relationships with them (Ziethaml, 

2009). 

Research Design 

This research problem adopted a descriptive research design. The research design was chosen because 

the study was not confined to the collection and description of the data, but sought to determine the 

existence of certain relationships among the research variables. 

 Population 

The population of this study comprised of 48 employees working at the premier branches and 5012 

customers on premier banking as at December 31st, 2011.  

The study was based on the 5 Barclays Premier branches namely: Waiyaki Way, Westgate, Muthaiga, 

Queensway and Barclays Plaza. The selected branches were in Nairobi and offered Premier packages. 

The population targeted for the study included Premier employees and customers. The survey was 

carried out in the period of September 2012. The study concentrated on premier branches in Nairobi 

region because this service had not been expanded to other areas yet. 

 Sample and Sampling Technique 

The sampling frame was divided into employee and customers respectively. Because of the high 

homogeneity among the customers, the study applied random sampling technique to select 50 

customers who were distributed equally across all departments. For the employees, the study included 

all of them because of the small population and the fact that they handle different tasks in the Bank. 

This ensured inclusiveness of the study and improved the validity of the research findings.  

Table 1. 1: Sample Size 
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Sections Population (Frequency) Sample Ratio                                   Sample 

Employees                    48                          100%                                                     48 

Customers            100                            50%                                                     50 

Total                        148                                                                              98 

 

Instruments  

The researchers used both primary and secondary data. According to Sproul (1998), a self-

administered questionnaire is the only way to elicit self-report on people’s opinion, attitudes, beliefs  

and values. Primary data was obtained through self-administered questionnaires with closed and open-

ended questions. As much as possible, a 5-point likert scale was used to investigate the niche market 

segmentation of the Barclays Premier Banking.   

Data Collection Procedure 

Data collection involved a self-administered questionnaire. The researchers dropped the 

questionnaires physically at the respondents’ place of work. The researchers left the questionnaires 

with the respondents and picked them up later. Further, the questionnaires were accompanied by a 

brief introduction of the research purpose to the selected management of Barclays Premier Banking. 

During data collection emphasis was given to both primary and secondary data.  

Pilot Testing 

The researchers selected a pilot group of 5 individuals from the target sample of the staff working in 

the banks to test the reliability of the research instrument. The pilot study allowed for pre-testing of 

the research instrument. The clarity of the instrument items to the respondents was necessary so as to 

enhance the instrument’s validity and reliability. The aim was to correct inconsistencies arising from 

the instruments, which ensured that they measure what was intended. The pilot data was not included 

in the actual study. 

Data Analysis and Presentation 

The study found that niche market segmentation greatly affected customer acquisition at Barclays 

Bank Premier Package. The study established that customer acquisition contributed to revenue, profit 

targets and shows growth in the short-term. The bank planned to increase spending on advertising as 

part of strengthening their brand and counteract its low-price strategy and customers usually switched 

from one high street provider to another to seek for better and convenient services. New customers 

were sometimes not attracted by a bank’s product brand but purely by its low prices. In addition, the 

level of competition amongst banks led to segmentation of the market to attract new customers which 

did not strengthen loyalty in the existing customer base. New customers were more expensive to look 

after as they demanded more information the bank. The study also concluded that customer retention 

and loyalty might be associated with the emotional dimensions of the brand and that customers who 

came through a referral had lower acquisition costs while those who didn’t were more loyal. Finally, 
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on customer acquisition, environmental changes coupled with the saturated demand for banking 

products had made most banks marketing-oriented.  

The study established that intensified customer acquisition strategy, role of brands, price 

segmentation, service quality, customer relationships and referrals in customer acquisition affected 

customer satisfaction to a great extent.  

On customer retention, the study established that niche market segmentation affected customer 

retention at Barclays Bank Premier Package to a great extent. It was revealed that loyalty, customer 

satisfaction, pricing decision, sales representatives and corporate reputation affected customer 

retention to a very great extent. The respondents strongly agreed that banks were renovating their 

products to meet customer satisfaction in order to minimize customer defection. Long-term customers 

bought more and were less costly to serve, whereas replacing existing customer by ‘new’ ones was 

known to be a more expensive and risky strategy. In addition Customers’ perception of 

communication performance had a strong impact on customer satisfaction, which, in turn, predicted 

customer loyalty. 

Finally, a customer might not feel any loyalty to the service provider, but remained in the business 

relationship for various reasons such as inertia, habit, and high switching costs; and banking sector 

with a product monthly charges and an account benefit perception had a strong effect on customer 

retention. 

Findings: 

The study sought to establish whether niche market segmentation affected retention as a customer at 

Barclays Bank Premier Package. From the findings, most of the respondents agreed that niche market 

segmentation affected their retention as customers at Barclays Bank Premier Package at 88% while 

12% disagreed. On the extent to which niche market segmentation affected their retention at the bank, 

53% of the respondents said to a very great extent, 38% said to a great extent while 9% indicated to a 

moderate extent. 

The study further sought to determine the extent to which following factors had affected their 

retention as customers in the organization.  The respondent indicated that loyalty, customer 

satisfaction, pricing decision, sales representatives and corporate reputation affected customer 

retention in the organization to a very great extent with means of 4.62, 4.74, 4.86, 4.78 and 4.64 

respectively. 

Conclusions: 

The study established that niche market segmentation affected customer acquisition and retention at 

Barclays Bank Premier Package to a great extent. It was revealed that loyalty, customer satisfaction, 

pricing decision, sales representatives and corporate reputation affected customer retention to a very 

great extent. The respondents strongly agreed that banks were renovating their products to meet 

customer satisfaction in order to minimize customer defection. Long-term customers bought more and 

were less costly to serve, whereas replacing existing customer by ‘new’ ones was known to be a more 
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expensive and risky strategy. In addition Customers’ perception of communication performance had a 

strong impact on customer satisfaction, which, in turn, predicted customer loyalty .Finally, a customer 

might not feel any loyalty to the service provider, but remained in the business relationship for various 

reasons such as inertia, habit, and high switching costs; and banking sector with a product monthly 

charges and an account benefit perception had a strong effect on customer retention. 

Niche market segmentation affects customer retention at Barclays Bank Premier Package. Factors 

such as loyalty, customer satisfaction, pricing decision, sales representatives and corporate reputation 

influence customer retention in the bank. 
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