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ABSTRACT 
 

When it comes to marketing strategies, most people spontaneously think about the 4P (Product, 

Price, Place, and Promotion). Market segmentation and the identification of target markets, 

however, are an important element of each marketing strategy. These are the basis for determining 

any particular marketing mix and the corresponding financial performance of any firm. In line 

with this, a number of empirical researches identified profound relationship among the company 

efforts paid to marketing strategy and the overall business performance, both market and financial. 

Based on this, the researcher undertook an assessment on the effectiveness of the marketing 

strategy with the objective to identify the relationship among the dependent & independent 

variables. The case study was Bank of Abyssinia. From the literature, three determinant factors 

are identifies for the first model and four ones the second model.  Each variable is measured using 

5-point Likert-scale. With the objective to answer the research questions, questionnaires were 

administered to target respondents of employees of the Bank that directly involved in formulating 

& implementing of the marketing strategy. The data were analyzed using SPSS version 20. The 

findings of this study revealed that the variation contributed by the three elements of the marketing 

strategy (i.e., segmentation, targeting & positioning) against the effectiveness of the marketing 

program is significantly large. Besides, four components of the marketing program (i.e., product, 

price, promotion & place strategy) played a considerable contribution towards the financial 

performance of the Bank. Finally, the finding showed that the bank considerations to the basic 

elements of the marketing strategy in the form of market segmentation, targeting and positioning 

as a strategic tools is not satisfactory rather it is moderate or average level of consideration is 

paid towards theses major elements of the marketing strategy. Further the researcher concluded 

that this yields an average or moderate marketing program and financial performance at end.
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CHAPTER ONE 

INTRODUCTION  
 

 

1.1. Background of the study 

Every industry including banking has an underlying structure or a set of fundamental economic 

and technical characteristics which give rise to competitive forces. A firm can clearly improve 

or erode its position within an industry through its choice of strategy. Competitive strategy, 

then, not only responds to the environment but also attempts to shape the environment in its 

favor (Porter, 1985).The strategist must therefore seek to position his or her firm to cope best 

within its industry environment or to influence that environment in the firmôs favor.  

 

The country banking industry has witnessed an increasing competition from growing number 

of participant of private and government owned banks. Currently, there are nineteen 

Commercial banks are operating in Ethiopia of which three of them are Government owned 

Banks; i.e.; Commercial Bank of Ethiopia, Construction and Business Bank, and Development 

Bank of Ethiopia. The remaining sixteen banks are private owned Commercial banks. Namely: 

Abay Bank S.C, Addis International Bank S.C, Awash International Bank S.C, Bank of 

Abyssinia S.C, Berhan International Bank S.C, Bunna International Bank S.C, Cooperative 

Bank of Oromia S.C, Dashen Bank S.C, Debub Global Bank S.C, Enat Bank S.C, Lion 

International Bank S.C, Nib International Bank S.C, Oromia International Bank S.C, United 

Bank S.C, Wegagaen Bank S.C, and Zemen Bank S.C (Ethiopia NBE, 2015). 

 

Cognizant with this fact regarding the level of competition in the industry, it is to be clear that 

the attendant jostling for positions, market share and profits. Competition is at the core of the 

success or failure of the banking industry of the country, and to survive and even to grow 

unless otherwise banks are giving the utmost attention to the marketing strategy.  
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The industry is characterized by intense competition, serious poaching and luring of talented 

personnel from one bank to the other. There has been the introduction of innovative technology 

driven products which are more customer-friendly. Various products have being designed to 

suit different categories of customers. The Banks indulge in the use of strong and persuasive 

marketing communication efforts to promote their products, although bank products offered 

by competitors seem alike. (Samuel, 2013)  

 

History of the Banking industry in Ethiopia 

 

Modern banking in Ethiopia was introduced in 1905. At the time, an agreement was reached 

between Emperor Menelik II and a representative of the British owned National Bank of Egypt 

to open a new bank in Ethiopia. February 15, 1906 marked the beginning of banking in 

Ethiopia history when Emperor Menelik II inaugurated the first Bank of Abyssinia. It was a 

private bank whose shares were sold in Addis Ababa, New York, Paris, London, and Vienna. 

In 1931, Emperor Haile-Selassie introduced reforms into the banking system and the Bank of 

Abyssinia was liquidated and became the Bank of Ethiopia, a fully government-owned bank 

providing central and commercial banking services until the Italian invasion of 1936. 

 

During the Italian invasion, Bank of Italy was formed a legal tender in Ethiopia. In 1943, after 

Ethiopia regains its independence from fascist Italy; the State Bank of Ethiopia was 

established, with departments performing the separate functions of an issuing bank and a 

commercial bank. In 1963, these functions were formally separated and the National Bank of 

Ethiopia (the central and issuing bank) and the Commercial Bank of Ethiopia are formed.  

 

Generally, the country banking industry of the country evolved through different major events 

and trends since 1905 starting from the initial establishment of the Bank of Abyssinia in 1906, 
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marking the advent of banking into the country to the final event financial sector reform and 

liberalization according to Monetary and Banking Proclamation number 84/1994. 

 

Bank of Abyssinia is among the earliest peers groups of private group of bank engaged in the 

business immediate after the liberalization of the sector. The Bank was established in February 

1996 with a paid-up capital of Birr 18 Million; 31 employees; one branch office and 132 

shareholders.  Currently the Bank evolved and reached to authorized capital 0f Birr 15 Billion 

while the number of shareholders stands at 60 thousands. Out of this, Birr 1.12 billons are paid 

up with a total shareholders number r of 44.8 thousands. The bank staffs have grown and 

strength has reached 3,290 and branch network grew to 187.  Apart from this, the overall 

deposit mobilized has reached 11.12 billion and its related number of deposit account holders 

of the Bank went up to 478,436 customers. The growth also manifested through 6 billion loans 

and advances. (Annual report, 2014/15) 

 

With regard to the subject matter the Bank designed and implemented three strategic plans 

which give utmost attention towards the market strategy. Hence as mentioned earlier the trends 

in change of the competitions becoming stiffs that forced banks to give attentions towards 

creating and maintaining the competitive edge over other players to survive in the and even to 

maintain  a sustainable growth in the market. Hence, this research paper will tried to address 

the effectiveness of the marketing strategy in terms of financial and non-financial performance. 

 

When we start marketing strategy, the same term apply to the words ñobjectiveò and 

ñstrategyò. The marketing objectives are the aims, the goal to which the entire marketing effort 

of the organization is directed. Marketing strategy, therefore, refers to the means by which the 

marketing objectives will be achieved. The same short hand will also apply; the marketing 
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objectives must begin with the word ñTo...ò and the marketing strategies with the word ñByò 

(Paul Fifield, 1994) 

 

While all marketers do not agree on a common definition of marketing strategy, the term 

generally refers to a company plan that allocates resources in ways to generate profits by 

positioning products or services and targeting specific consumer groups. Marketing strategy 

focuses on long-term company objectives and involves planning marketing programs so that 

they help a company realize its goals. Companies rely on marketing strategies for established 

product lines or services as well as for new products and services. 

 

Marketing strategy determines the choice of target market segments, positioning, marketing 

mix, and allocation of resources. Marketing strategy encompasses selecting and analysing the 

target market(s) and creating and maintaining an appropriate marketing mix that satisfies the 

target market and company (Paul Fifiel, 1994). 

 

 

Ansoff (1970) argues that planning generally produces better alignment and financial results 

in companies which are strategically managed than those which are not. This suggests a 

seeming correlation between strategic planning and the ultimate performance of a company in 

terms of its growth, profits, attainment of objectives and sustained competitiveness (Strickland, 

2004).  

 

Nonetheless, and still consistent with the need for evolving and constantly reviewing strategy, 

it is important to note that having a sound strategy in itself does not necessarily translate into 

desired performance goals if it is not properly implemented. Both strategy and implementation 

must be good and timely to achieve positive results. As for a company driven by wrong 
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strategic planning, Malamud (2004) likens it to a train on a wrong track saying, every station 

it comes to is the wrong station.ò 

 

These fundamental principles largely hold true for all industries globally and as should be 

expected, the banking industry is also subject to the dynamics of these global market trends. 

Against this background, the study looks at the competitive strategy for survival and even 

winning among the crowed in the industry. Thus, the purpose of the study was to assess the 

effectiveness of the marketing strategy practices of the Bank of Abyssinia and to identify 

whether it was aligned with the target marketing, marketing mix and corporate mission to 

satisfy customer requirements. 

1.2. Statement of the Problem 

 

It is natural that every business organization whether small or large, private or government, 

domestic or international operate in a turbulent and uncertain environment. In the context of 

changing customer expectations, technological discontinuities, increasing environmental 

uncertainties, business managers have a big challenge of making the right strategic choice and 

setting their strategic priorities in order to allocate their resources to different functions in an 

efficient manner for business success. Due to this, managers must develop new tools, new 

concepts, new strategy and the new mindsets to cope with the turbulent and chaotic 

environments leading to discontinuous change (Jain, 1997). 

 

In fact when you run a business, everything might not be easily accomplished. Marketing 

success is the lifeblood of any company. Everyone knows that a marketing strategy influences 

the companyôs ability to generate profits or to stay in business. Not all too often good product 

ideas are funded because of a poor marketing strategy. Likewise Bank +of Abyssinia might 

face with some problems while practicing/implementing the marketing strategies. 
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In light of the relationship between adopting and implementing the right marketing strategy 

and the organization performance, a lot of research works have so far taken place abroad.  For 

instance, Lawrence Awuah (2011) had showed how the bank achieved competitive advantages 

over its competitors in the Ghanaian banking industry. We can also quite additional reference 

if keep reviewing the literature. In this reference, Michael Ojo (2012) applied two models were 

formulated to evaluate the effect of marketing strategy on bank performance of the Nigerian 

Banking industry. In the first model, the profit after tax (PAT) of the selected banks were used 

as a dependent variables to capture the performance of banks while pricing, product 

development, promotional activities, and product distribution were used as proxies for the 

marketing strategies. The study found out that hat marketing strategies cannot be employed in 

isolation but rather an optimal combination of marketing mix has to be determined by the 

banks. 

 

 

In the second model, the earning per-share (EPS) was adopted as another proxy of bank 

performance measure while the total customersô deposits (TCD), loans and advances (LA) and 

operating expenses (OPE) were the explanatory variables. The results revealed that High 

volume of customersô deposits and increase credits leads to positive organizational 

performance by the fact that focusing on and increasing the marketing activities of the private 

banks in the Nigerian banking industry. 

 

We can also infers additional research when keep on looking on the research conducted under 

the subject matters but it is still undertaken in the abroad industry. In this case, we have found 

the research conducted by Snehal J. and Krishna G. (2012) that showed the relationship 

between effective implementation of marketing strategy and the bank performance in the 
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Indian Banking Industry. However, these inferences were conducted elsewhere aboard away 

from our country and it will be difficult to conclude as they inferred to our markets because it 

is composed of different culture and organizational structures. 

 

The researcher also goes beyond such literature to reveal what researches have been 

undertaken under the context of the Ethiopia. Hence, as far as the efforts and knowledge of the 

researcher, there appears to be very limited work on the assessment of effectiveness of the 

marketing strategy in the Bank industry. However, we can count the efforts undertaken by the 

study of Samuel (2013) and Christina (2012) which examined the effectiveness of the 

marketing strategy   in relation with the bank performance in the case of Awash International 

Bank and Commercial Banks in Ethiopia, respectively.  Hence from this, we can easily infer 

that there is high level of theoretical gap under this subject matter due to limitation of research 

undertaken within our academic studies.  

 

When we try to consider the practical gap, although as indicated above that the Bank has 

managed to maintain a sustainable growth, it doesnôt get a satisfactory market positions in the 

industry. This clearly manifested when we try to engage in observing the bank positions in 

different parameters. This can easily inferred by simply looking the trends of the Bank position 

of the bank started declining among the competition. Based on the Bank quarter report for FY 

2014/1, it identified that the Bank was at the 4th place from private commercial banks in the 

deposit mobilization. Further, the Bankôs market share for deposit mobilization for the year 

2014/15 had shown been declining.  Ultimately, this report concluded that the growth rate of 

BOA doesnôt keep pace with that of the private commercial banks all together (Quarter report, 

2015). 
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The lack of establishing acceptable positions also depicted while we extends the observations 

to the total outstanding loans and advances by the 16 private banks. Based on this, the share of 

the bank accounted for 7.95%, placed at the seventh position next to Wegagen Bank.  Further, 

the same trend is exhibited when considered with the profitability parameter. In this regards, 

the Bank was ranked at sixth place in the industry with a market share of 6.74%, earned a profit 

(before Provision) of Birr 371.4 Million during the FY 2014/15 due to the private banking 

industry all together earned a total of birr 5.51 billion which has shown increment by Birr 

812.8 million (17.3%). (Quarter report, 2015) 

 

Hence, this study will attempt to investigate the above issues and try to identify the above gaps 

and the reasons behind the mixed performances despite the fact that the bank put an effort to 

design and implement the appropriate marketing strategy and allocate considerable 

investments in infrastructure, human capital, technology, sales and marketing activities and 

essential resources. Specifically the study will answer the following research questions: 

1. How does the activities of the basic elements of the marketing strategy of the Bank in 

the form of segmentation, targeting and positioning helps to win the competitors and 

helps to effectiveness of the marketing program? 

2. Does the marketing programs implementation through four of its mixes contribute to 

the financial performance of the Bank? 

3. What are the problems encountered in implementing the marketing strategies? 

 

1.3.   Objectives of the Study 

 

The general objective of the study was to assess the effectiveness of the marketing strategy 

practices of Bank of Abyssinia in relation with the performance of the Bank and to identify 
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whether it is aligned with the target marketing, marketing mix and corporate mission to satisfy 

customer requirements. 

 

The specific objectives were: 

1. To explore the relationship between the basic elements of the marketing strategy in the 

form of segmentation, targeting and poisoning with the effectiveness of the overall 

marketing program. 

2. To explore the relationship between the marketing programs through its product, 

pricing, promotion and place strategy with the financial performance of the Bank. and;  

3. To identify problems encountering the marketing strategy implementation of the Bank 

and to give recommendations. 

 

1.4.   Scope of the Study 

[  

The scope of the study will cover how the marketing strategies were practiced in the Bank of 

Abyssinia to achieve its stated goals that aligned with target markets, positioning, segmenting 

and the marketing mixes to satisfy customer requirements. The researcher believed that it is 

rational to choose Bank of Abyssinia as center for this research since the Bank provide undue 

consideration to marketing strategy and in line with this, the Bank formulated and implemented 

three different strategies although it failed to maintain the speculated market share.  

 

The study tried to apply both descriptive and exploratory researches. It used descriptive 

methods in order to systematically describing issues under the subject matters and also tried  

to describe beliefs and opinions of different employees of the Bank that mainly involved in 

marketing strategy formulation and implementation of the Bank of Abyssinia. In line with the 
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other method, exploratory research, the researchers need to explore the relationship among the 

dependents and independents variables under both models of the research.   

 

With regards with the conceptual scope, the study will focus on evaluating the marketing 

programs of the bank through the 4 Pôs of the marketing mix. Further, it will try to evaluate 

the major components of the marketing strategy, i.e., market segmentation and target market 

and positioning from only the perspectives of the target market size, profitability, difference 

and accessibility of the target market. 

 

The study will delimited to the marketing strategy practices by the Bankôs side with capturing 

the opinions of employees that involved in managerial role since the researchers believed that 

the major facts and options to answer the research questions can be extracted from this group. 

In line with the research instruments, the research delimited to first hand data captured through 

administering open and closed end questionnaires and secondary data that were relevant to the 

research from internal and external sources. 

 

1.5.   Significance of the Study 

The significance of this research includes the following:  

First, as it will explain in the review of the literature part studies made so far in Ethiopia with 

the objective of identifying the factors affecting the effectiveness of the marketing strategy. 

As a result, this study makes a number of contributions towards extended research in the area 

of topic under research. 

 


