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ABSTRACT 

Equity Bank Limit d is nl' t f th~.: hanks in Kenya and thus faces challenges both from 

withm and outsid th l .mktn' s~.: ·tor. The objective of this study was to establish the 

l:quity hank to changes in the external environment with 

L:tnphu i 

·nvit \111111 'HI 

and regulatory environments. Operating in a dynamic 

nich Bank, l:.quity Bank had to review its strategies in response to 

nablc it remain relevant in the industry and retain its market share. Thi 

" tud~ incc the unit of analysis was one organization and data wa collected 

I - dmini tercd interview guide with open-ended question . The rc pondent of 

thi tud_ ' •ere the enior management staff working at quity Bank Limited. A content 

unaly=i '''a u ed to analyze the respondents' views. 

The -rud identifies various changes in the Banks' operating environment including the 

in ·rea ed and tringent regulatory requirement , shift toward Information Technology 

product and ervices, increased competition from in the banking ect r, innovation of 

ne\\ product and banking models with more empha ·i on rna '' market leading to 

aggre · ·1\e ompetitor behavior. The information in the market i ea ily avai lab le making 

the u tomers more enlightened and demanding on their reqUirement . 

I he tudy identifie the re pon e by ·quity bank to include c. panding the bl,mch 

nt.:twork for a wider reach, in rca ing the capital ba c to enhance thl.! lendin, c.lpactt , 

uiring a robu t core banking ·stem, change of lcadcrship and r · nut in , ol mor · 

pr ft.: ion I t cnsun.: orp r, tc govcrn·mce md enhance eustome1 

nd th:vclopmcnt to idcntil '·md m~..:d th ustomcr 

n n: iv~..: m rhtin' Hnp·ti n lll inctca c vi ihilit ' 

m th tud ,, h'pt 

m II 

n nt Utlll b 

tn 
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CH PT R ONE: INTRODUCTION 

1.1 Background of th stud. 

Organizations pl lit ltlnt tt)k~ in th ' societies in which they operate. The key concern 

n i ( nttll\1 d ' istcncc over time. The continuous existence of any 

.-" ............. not 'U<.II an teed but the respective organization must work for it. 

II \ll • 1111 n ironment dependent Ansoff and McDannel (1990). They operate 

in 111 m iJ nmcnt in which they obtain their inputs and discharge their outputs Porter 

t l > r nizati n environment consist of all the conditions and force that affect it 

·uneg) pti n and defines its competitive situation (Pearce and Robinson, 2005). The 

tur ulen e in the en ironment no doubt, impacts on the organization. This implies that 

th~ organization ha to respond to the environmental changes to remain stable and 

·ucce · ful. In changing environments, the success of any organization is determined by 

it re pon i\enes to environment. To be able to build a competitive advantage, 

organization need to examine their environment both external and internal and respond 

ac ordingly (Porter, 1985). 

The environment con i t of factor that form the context within which organization ' 

exi t. Hunger and Wheel en ( 1999). ·n ironmental condi ti ns affect and inllu l..!nce 

tratt.:gic adopted by an organization for urvival and succi.! s. I·or rganizations to 

r main truly ompditivc over time as the en ironment changi.!s, Ross i.!l al, ( \996) argues 

th t it h to learn, adapt and n.:oricnt it df t thi.! changing en ironment. Ross d al, 

mu t be delib r tc and coordinated, h.: ad in ' to 'ttH.lual l r 

tw en the environment md a firm' tratc ric orientatil n 

nd e tivenc . I hi i r li.:tn: 1 to 

n t > l 1 c with 



leaves the industry. An ff and M Donnell ( 1990) observed that strategy diagnosis helps 

determine the firm ' tr tcgi r~spons . which will ensure success. 

1.1.1 . tratcgic R pon'l' 10 li.n ironmcntnl hangcs 

1\c<.:otding t, P 1 md I <)htnson, (2005) strategic response is a et of deci ions and 

nctiou th 11 ah m th~: formulation and implementation of plans designed to achieve a 

ll . It i thus a reaction to what is happening in the environment of the 

rt r (19RO) points out that knowledge of the underlying source of 

l re urc provides groundwork for strategic agenda in action. When 

~)t uniz ti n~ are faced with unfamiliar changes, they should revi e their strategic to 

mat h the em ironmental changes. 

trategt re pon e refer to the machinery of the resource and activitie · that an 

organization undertakes in reaction to the environmental changes in which it operate· 

(John on and Scholes, 2002). According to Ansoff ( 1990) and Pearce and R bin ·on 

(:WO-), it i through strategic response that a firm i able to po ition and relate itself to 

the environment to ensure it continued ucce and al o ccure it elf from urpri ·c 

brought about by the changing environment. He further argue that thi can be done by 

tir tly. po iti ning of the firm through trategy and capability planning in it· nghtlul 

mpetitiYcnc and ccondly, b u e of real time rc ponsc through i sue management 

nd thirdly, sy tcmatic management of re i lance to trategic implementatiOn (Lm: cs, 

P nd aunde n, 1994). 

nm nt ha b~.: n undct 1oin, dra ti chan '~.:s, which has 

in th carl 19 0 when the O\ crnm~.:nt' 1 llkic on 

liz ti 11 rc[i rm m b Ill! l)f th..: 

in lud~.: 

pn 

11 



the strategic respon e that fi n11 adopt. Failure to do this may jeopardize future success 

of these orgamzahon (.-\ sa, 1 l ) . 

1.1.2 Banking lndthh') in ~t n. n 

C Ollltneici tl b mk Ill thl m,1in pl ayers in the financial sector and particularly in the 

h mkiu · iu lu t1 Ill K n a. I h · Compani es Act, the Banking Act, the Central Bank of 

th '· riou prudential guidelines issued by the Central Bank of Kenya 

the I anking industry in Kenya. There are forty-six banks and non-bank 

lin111 i 11 in ituuon . fifteen micro finance institutions and forty -eight foreign exchange 

but u in Kenya. Thirty-five of the banks, most of which arc mall to medium sized, are 

to~ lh \\ned (www.centralbank.go.ke). The industry is dominated by a few large banks 

mo~t of which are foreign-owned, though some are partially locally owned. Nine of the 

major bank are listed on the Nairobi Stock Exchange. Bank have come together under 

the Kenya Bankers Association (KBA), which serves a a I bby for the banks' intcrc ·t 

and addre e i ues affecting its members ( entral Bank of Kenya, 20 I 0). 

Bank repre ent a significant and infl uential ector of bu inc worldwide that play · a 

crucial role in the global economy. Commercial bank arc financial intermediaric that 

. crvc a tinancial re ource mobilization point in the gl ba\ economy. Th~;y channel 

fund. nt:c.:ded by bu me and hou ehold ector from urplus spendmg to dclictt 

pt.:nding units in the economy. A well develop d effictcnt banking sector is an important 

prt:rt:qui itc for aving and invc tmcnt d ci i n needed f r rapid cconomtc 'IOwth. 

w II un ti nin' banking ctor provides a y tcm b \Vhi h • ountry's most profit tbk 

m 

Ill tl 

n 

Ute m :llldc ry 1 I i y md provide mc.m li.H 

rv1 • in tht: d m ti md im~:m nionalt J.Ilk . 

in nin th I 



1.1.3 Equity Bank of Kenya 

Equity Bank tart d 1t ~ ~..:r:1tions 111 1984 a Equity Building Society (EBS). lts 

establishment was m th .\k I h th' d ·sir' to create a financial service provider which 

would me ·t th · n ·I t 1 th~ m;tjority or the Kenyan population. The need to come up 

with lh ' of the realization that most Kenyans lacked access to 

t simply could not afford them. The initial focus was to offer 

but m the mid 1990's EL3 S changed its business focus to micro finance 

.. u ,.,.,,. .cquitybank.co.kc). 

! ~quit) Bank e pcrienccd difficult financial times in the early 1990 and in 1993 almo t 

tu' d liquidation by Central Bank of Kenya (CBK). However, due to the Bank's (then 

B ) laudable record of creating affordable and easy acce s of financial ervice by 

ordinal) Kenyan , CBK opted to apply rational judgment to allow -- B re-invents itself. 

Equit) Building Society therefore grabbed the opportunity extended by BK, and 

e\ entuall made a mission drift from mortgages provi ion to micro finance in 1994. r r 

ov r 16 year , Equity Bank survived the difficulties of a manual ystem until June 2000 

\\ h n it launched a computerized management informati n y ·tern . This change 

ontnbuted to an mcrea e in productivity and an expan ion of the portfolio. To upport 

the e. pan 1\C grm: th the bank ha in estcd hca ily in it. I r platform m ortkr t 

leverage on th1s strong platform to ho t other delivery channels and ddt cr dllc1ent 

rvi l: to it cu tomcr ( wangi.20 II) . 

L uity B nk c tl\'crt d rom a buildin' o icty to a fully !led •c I commercial bank on 

D mb r in c then, the B( nk h n. wn at hi •h r tc md c. rnndcd it 

In l ~ uit lhnk l..imill:d li ll: I on the tl \.:k 

t l 

11 iti n I 



The bank is Equityed for taking banking service to the people through its accessible, 

affordable and flex1bl r\'1 'C provision.ln 2007 and 2008 consecutively, Equity was 

named the B t Bank m Kcm a b !Uromoncy Awards for Excellence. Equity is a! o the 

htuit b tnk 

t .tl \ t. ll)ll Awnrd in Microlinancc. 

tm.m i.ll s •tviccs through its over 100 licensed and still growmg 

n h n 1\ ork supported by Alternate Business Channels;which include 

A l 1' 2500 Points of Sale (POS).lt also offers a h back service in 

til I 1llin uper markets as well as internet and mobile banking. The Bank run on a 

u t tate of the Art Information Technology Platform upported by Info ys, 

HP. lB I. racle and Microsoft, (World Bank Policy Research Working Paper 3363, July 

2010. 

Recently the bank has embarked on regional expan ion and ha started its operations both 

m udan and Uganda. Equity bank committed it elf toward human re ource development 

b) engaging in taff training, Recruiting profe sionals and ·ourcing experienced tafT 

from the indu try.There is no doubt today that the bank i a leader in the Retail banking 

·ector in the country and it giving competitor a run for their money, 

(http://ww\ .equitybank.co.ke). 

1.2 Re earch problem 

rding to n ofT 19 4) an organiZ'ttion cnviromm:nt within which !inns has b~.:l..!n 

h need evcral hm, m the ccononm: envinmml..!nt 

tion pl pulation in~o:t~.: 1s nd hi •h 

th t han c.;: arc n .vcr pn.: cnt lutm c or 
nitud i nifi \Ill\ ovc r r c 1\t 

in bl niz It il n nn1 t 

iti 11 m ·m nd nw mpl m nt '" "' 



According to McGrath et. a/ .. (1995) . howed that firms in dynamic environments seek to 

continuously renew th tr mpetiti\'e nd anlage through competence-generating strategic 

processes of comprt:h n. wn .md ddtn 'SS. Thoma ( 1996) documented that the ability to 

take action and d t ~"itt\ t. ,\ primary tktcrminant of superior performance in many 

industd . In ·I th: I vdn :-; ·holars who study competition on the Internet have 

th 1t inll:t onncctivity and network externalitie , condition that 

th lnt m t, , lso require that firms adopt inherently dynamic strategies, 

du t 'c ioning, rapid product development, direct relationships with u cr , 

111 t i JU nt "partnering" (Shapiro and Varian, 1999). 

L )cully. tudie ha e been carried out in the area of strategic response by organization 

duet hange in the environment. Kombo (1997) found that the motor vehicle franchi e 

holder re ponded to changes in environment by improving technology, investing in new 

eqUipment o a to make competitive products, adding new feature to their product ' and 

enhan ing cu tomer ervice. Njau (2002) revealed that ~a t African Breweries Limited 

had made variou changes in its principal brewing and bottling technologic by investing 

in ne\\ equipment o as to make competitive products. It al o changed the ba ·ic pr duct 

by addmg ne\\ feature . The Univer ity of airobi re ponded to en ironmcntal change 

by introdu mg ne\ program ba ed on th need of ·takeholdcr., en. uring ta!T had 

p rformancc , kill and revic-. c crci e (Mutua, 2004). 1 oun t hotel re..,pomkd to 

~.:hangt: in the environm~.:nt by u ing re tricti\C, clc tt c hrinking markctmg and co t 

m n, gcmt:nt ( tugambi, 2003). Mwarani, (2003) found that Kenya Rcinstuancc 

rp r ti n u cd tafT training program rdrench~.:d ~tall' and inve~tt:d in 

r I pn.: •td out thdt tin mcial im·~.:~tmcnts 

cnvit Hmtcnl'll h lll'c . 'J he c tudi 

nvir lt\lllc:nttl han 'c in nth t 

I quit 

Ill th nm nt. 



1.3 Objectives of the tudy 

The study seek to fulfill th f 11 wing bjcctives: 

1. To d t rmm • th quity bank Limited in response to the 

1.' 11.rn:1l n ironment. 

11 . 'I o d ·t rmin th~. 1.' t1.'1 nnl ·nvironmental changes affecting the operations of 

1· lllll mk l imill.:d. 

l . V •lu , u ch cucl 

H tnkin m lu t . •hich is directly affected by the dynamic busine s environment and 

'Ill! ti i n in Kenya? 'I he management of commercial banks will ga in insight into 

i ·ue relating to trategic responses due to external forces fac ing the commercial bank . 

The g \ ernment \ ill find the study useful as it may get insight on how it formulate 

polic1e that will govern the creation of a competitive, su tainable financial management 

mdu ti) in the country. 

The policymaker will also benefit from the study in that they wi ll be able to evaluate the 

ability of commercial bank to adapt to change in the operating en vir nment and gaps i r 

any: and provide a framework upon which more efficient re ·pon c tratcgic' can be bui lt. 

Tht.: re earcher and academ1cian on the field of trategic management and en ir nment 

in tht.: om mer ial bank. w1ll be able to u c th1 tudy a a ourcc of refcrence 111 fonmng 

their future rc earch topic and tudie . 1 hey will be able to ident1f the changes that 

h ve t kt.:n pla c in the commercial bank in Kt.:nya o cr th last one decad ·• c plor 

wh th r r n t b nk ha a kd m accordan c with the environmental dep ·mknc · 

nd ntribut to th trat m na cmcnt tudic throu •h litcwlurt.: rcvic.:w md 

uld be don n th uhj 1 m llkl . 



CHAPTER T\VO: LIT RATURE REVIEW 

2.0 Introduction 

'J his dHtptcr pr. 'llh \ I iti ,\I II. ii.'W or th ' literature. The review is done by discu sing 

ot ganinttion 

I ll\'il(llllll 'IIlli 

obi ·li\ 

stt,ll gy and the environment, strategic responses to 

.\(I< pt d hy the organizations. This enables achieving of the tudy 

. I E t rna I l:.n' ironment 

nd leD nnell (1990) state that successful environment serving organiza tion are 

)p~n ') tem and the open property is made necessary by two factors: lir tly, continued 

l)rganization un•ival depends on its ability to secure rewards from its environment wh ich 

reph:~ni ·h the re ources consumed in the conversion proce ·. econdly, continued 

mamtenance by the organization of its social legitimacy. They further argue that a major 

e· alation of environmental turbulence means a change from a fami liar world of 

marketing and production to an unfamiliar world of new technologic , new compctit rs, 

ne\\ con umer's attitude and new dimen ion of ocial control and ab vc all 

unprecedented que t10ning of firm' role in ociety. The pr pect for the 1990' · \ as f r 

th~ ontinucd c calation of turbulence. 

In dcvdoping countric ovcmment y tern regulated econom1c aspect. or !inns' 

b h vi )Ur which hampered competition. 'I hi practiCe cncourag d the c. ist...:nc of 

un r fitahlc and int.: ICit.:nt 'firm and blocked new t.:ntrant . 'J he rcstrictiYc tradt.: 1 ractic~.: 

n fit , ruin' to pr t ll:d firm dm: to manipul titm from the s • t~.:m 

v ti n no hn lo i (World B nk ft.:JOrt I ). 

md havin ' ltr 

ll\ in nm nt i 

ith I h 



refers to the fact that "p opl around the world are becoming more and more 

knowledgeable about h th~r" this is c peeled to increasingly affect the insurance 

sector. 

In today's 

lt u,;n:a cd u 

mit 11111<..'11 1, ~ha ng' rather than stab il ity is the order of the day. 

tli l .lli()n tulu · •s country-based trade barriers, thus increasing the 

opp(Hillllit • ntry (blli s and Williams, 1995). If new entrants have 

and/or developed more efficient business operations systems, 

imcn ity will increase pressure of existing industry to internationalize by 

'' • 1k nin • their c mpctitivc position. Virtually, most industries aero s the globe are 

·urr~ntl) . periencing increased pressures for globalization, reinsurance indu try 

inducted. Environmental forces of change are the forces which are increa ing pre ure for 

globalization of the reinsurance industry and have led to trade liberalization and opening 

of the m ·urance market. 

orne of the changes include the accelerated implementation of economic reform , the 

globalization and liberalization of the economy, di continuation of price contr I , 

privatization and commercialization of the public ector and increa ed competition. In 

th1 changing environment, organization have to con tantly adapt their activitie and 

internal configuration to reflect the new external realitie . Failure to do this may put the 

future uc c. of th organization' m je pardy ( a, 199 ) 

2.2 rgani1ation nvironmentallnt rfac 

·1 1 nvironmcnt l influence and thdr effect on lirm t1,1teg has •aincd 

tr m nd u tra ti n in th m n gcment literature in recent · car~ lPc·trcl.! md Robin {Hl , 

2 

arm 

al 

j 

li 

1 conccrn lWei •ll hal \\\ 11 min •, 

nt tl 

Ill 

ll, 

nt 



development and implementati n f trat gy. Yet the nature of firm strategic response to 

these influence i pr entl) understudied. Moreover, the process by which firms 

incorporate envtronm nt I 1 r'l .' •1nd strat gics into market strategies has not yet been 

examined. 

' l ite ttli •tull 111 I\\ n 11.11 py and environment lies at the center of strategic 

t ,,ti rnmcnt helps commercial banks maximize the economic benefits 

r , c the effectiveness of operations, and boost the fulfillment of its 

11 • \ccording to Porter (1997), globalization, modern technology and 

kn n\ I ·dg 3 u n fer have contributed to the enormous expansion of industry over the 

) \.lr, . ThiL haL in tum increased competitive pressures and contributed to the turbulent 

und d) namic environment. Strategic response requires bank to change their trategy to 

match the environment and also to redesign their internal capability to match thi · 

trateg). If a bank trategy is not matched to its environment, then a trategy gap ari e . 

If it internal capabilities are not matched to its trategy, then a capabil ity gap ari c ·. 

Porter ( 19 5) affirm that it is important that organizati n be able to hift ·trategy with 

chang in the en ironment and match their capabilitie to the elected ·trategy in order 

to ·uf\ tve, ucc t!d and remain relevant. trategic re pon e differ fr m pcrational 

rc. pon 111 cveral" ay . While operational re p n e ar ·h rt-t nn and focusing more 

on c tici nc trategtc rc pon arc 1 ng-tcrm in natun.!, embracmg the 

mire financial 111 tttuti n and more c n cmed " tth the rganiz. tion' c!Tccttvcness 

ligundc, _QQQ) tntl:gic rc pon al 111 lvc large am mnts of rest un; ~.: , and 

mn 

r l tin t thcm arc m dc at corp ratc nd busint.: k\ d . 

n ti n th t 

m t h h l\\ct:n b m 

r t ) ~.:h i 

nd r 111 11 

md th 

7 ). 



changes and competitiv for e in diff r nt way . Some improve current financial service 

and products, di,er 1f) an li\ est, ' hil ' other employ techniques that ensure 

operational effecth n ~- h un h., 000). tratcgy is thus triggered by the rapid 

discontinuous ch m • · fi rms environment. These discontinuous changes 

may hl! \:llll ·I l lut.lli n in ttaditional market , technological changes in or outside 

ompctttor. Johnson and Scholes (2002) points out the 

to include concern with the long term environment, trying to 

' r competition, scope of organiza tions activitie and strategic fi t 

"hi ·h im he mat hing re ources and activiti es of an organization to the environment. 

l 1n 'r t l l) c. plained that firms create and sustain competitive advantage bccau c f 

the capacity to continuously improve through innovation and upgrade their competiti ve 

advantage 0\er time by shifting advantages through the va lue chain by applying higher 

I \el, of kill and technology. In recent years organization have ought to create greater 

rganizational flexibility in responding to environmental turbulence by m ving away 

from hierarchical tructures to more modular form (Bal gun and J hn n, 2004). 

Re pon ibility, re ources and power in financial in titution ha been the ubjcct of 

decentralization and delayering. Mor often, in highly dynamic en ir nment , traditi nal 

approa he to trategy de elopmcnt often do n t lead t intended rc ·ults, and 

org nizat1 n mu t mo e toward a more dynamic c ncept a the under! ing con<.hti ns 

t: bdort: tonnulatcd tratcg1e can e fully 1mplcmcntcd (I ucrcr and htlhtuba •hi. 

19 . A lrdin' to J hn n and cholc ) d aling ' ith the cnvir nn11.:nt i 

di 1 ult be: au co thn.:c main fa tor· the diver it; of the ditfc1 nt inl1ucncc that atk t 
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capability to match this trat g . If an organization's strategy is not matched to its 

environment, then a trat gy g p aris''-. If its internal capabilities are not matched to its 

strategy, then a capabtlit) p , risd. Porter ( 1985) affirms that it is important that 

organizations b abl 1 ... hi I . tr.1t ) with changes in the environment and match their 

capabilities to th ... ·I 1 I tr.\t ' in order to survive, succeed and remain relevant. 

Bunk · dil'l ., It 'Ill m t or anizations in that their trading position is directly influenced 

thci alancc sheets. This is due to regulations set by the international 

n b dy (Trethowan and Scullion , 1997). The importance of capital to 

l ,mk r gulat r i that it is seen as the primary insurance policy to cover risks in the 

indu.:;tn. Bank actively manage their balance sheets to maintain capital adequacy and 

liquidity ratio that meet the regulatory requirements, borrowing short-term capi ta l when 

nece ary from the inter-bank market, and assessing the impact on the balance sheet of 

marketing and pricing policies. Indeed, Llewellyn ( 1992) argue that capital adequacy 

will be the key element in the formation of strategy in retail banking. 

2.3.1 Proactive Strategy 

All organization lend themselve to the external environment, which i highly dynamic 

and continually posing challenge a well a opportunitie . irm therefore need to 

de\ clop capabilitte to manage threat and exploit emerging opp rtunitie . Pc rcc and 

Robi 'On (2000) point out that thi call for a pr active appr ach t bu. inc .. and th, 

formulation f . trat gi that c n tantly match capabilittc t th en tr nmcnt. I he 

m ir nmcnt in an indu try ha great influence on th gr wth , survival and pr litabllit or 

fim1 . ·onJing to hmac ( 19 2). t un•i c and pr per in an indu t1 •, a firm mu t 
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The external environment compri 

but are typically beyond iL 

all condi tions that effect a fi rm 's strategic options 

ntr I (Pearce and Robison, 2000). Changes in 

environmental conditi n sh.li r..: n linn's opportunities and challenges. A new 

environment n e · it tt ·~ thr..; llwmul.1tion of new strategy best suited to cope with change. 

Ac(.;OJdtng to \n > 1 > 1\Jtl ul nt ·nvironmcnts are characterized by unfamiliar rapid 

Hlld llllpt ·di ' I thl 

, \,2 l{l•l I(IIU1 IHJ Slf al g 

\ r ·t1il l mk m ad pt a relationship strategy based on attracting the low profit cash 

tt m mi ' iun u inc of customers in the "carriage trade" segment, and then deepen the 

rdutioiLhip b) ·uperior service, to cross-sell more profitable products (Trethowan and 

\.:ullion. 1997). The arne bank may use another division to crvicc the "bargain 

ba ·ement cu tomer ··, through a non-branch telephone banking sy tem, which ha a 

product ba ed focus. Obviously those banks that operate on low co ts and have good 

Equit policie can offer lower prices, and will dictate price in the indu try. 

Huge relational databa e are being built that capture data on cu tomcr from their day

to-day tran action through the bank' Information Technology (IT) y tcms. Thi 

provide bank marketer with information to improve techniques to identify customer 

cgmcnt and pred1 t cu to mer need . egmentation, in the pa t. " a a crude al l'atr usl!d 

to blanket the markd " tth fatrly un opht ttcat d markcttng te hntques such as the 

ubiquitou mail hot (I rethm an and cull ion, 1997). fhc bjt.:Cttve of segmcntation 

day arc to pro tile the lif tylc of tho~ c in the customer basc (in • ddttton to their 

m r phi ) in order to t ilor product and del in: to mct.:t thc nccd of thc sd~.:ch: 1 

m nt . 
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customers did not ha\ e th arne di retionary time to visit the branches as the business 

community on which bank h d tr, di ti )nn 11 fo ' U cd. 

1 his new mass mark ·t \\' 1~ d\•1 :1 1ld in 'arning their incomes in the 10.00 a.m. until 3.30 

h ~l tl) d l) th ·ir business. Prior to the introduction of computers, 

hanks nc ·d · I tim · 1 1 f( till manual account administration, at which times the public 

\V~; t ~· · • ·u 1 II\ "in 11' ni nc ". 'I hi s is now changing, with 9.00 a.m. until 5.00 p.m. 

l)p ·nin •. cning and Saturday opening returning (Trethowan and Scullion, 

l l)q ). 

2.3. Direct larketing 

Th~ mtr duction of widespread networks of cash machine and the willingne of 

retailer~ to give ca h on the growing numbers of debit cards i reducing the need for 

per onal cu tomer to come into a branch (Trethowan and cullion, 1997). The delivery 

of product to the personal sector is an important area of strategic thinki ng, a there i a 

perception of non-availability of branch service, and thi i coupled with the increa ing 

number of non-branch outlets for obtaining ca h. Pottruck ( 1992) tate that product 

innovation no longer offer bank a ource of u tainablc competitive advantage,a 

ophi tication in IT mean that product can be quickly c pied. 

1arketing ·trateg i thus increa ingly focu , d on deli cry. 'I he survey by rr thO\ an 

nd ~.:ullion ( 1997) how that 4 p r cent of rc pondcnts believe that the number. of 

bank of l:ring an alternative to the traditional bran ·h n twork \Viii increase, and 4 per 

nt bdi v~.: that dir~.:ct marketing and branch network will I o incrcas~: . I in.:l:t 

m rk tin the dvant•t c of 011\'t.:lllCllCc , total lc orientation nnd low 

( 1 rcth w n ulli n 7 . •tr~.: th~.: pt im tr · 
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2.3.4 Quality of Sale and en·ice 

Banks at present u a m1 f 1d\ ~rt isi ng nnd sponsor hips at national , regional , and local 

levels (Trethowan nd ·ulhl)11, 1997). Many bank ' promotion strategies are now 

turning to buildin • 1 uln11 .1l Hh. ntit y or sales and service excellence that will be 

nx:ogniz thl · to th il' ' 1 m t~ ,md the marketplace in general. Whitley (1991) suggests 

Io lii point Ill 1 ·hi ' c c d third party reputations through the quality of their sales and 

' \,'1 "i ... 

I ir t. n 1, • qu lity mu t be intertwined. This requires commitment to the concept from 

the \\hoi~ rganization. The burden should not fall solely on front-line taff in each 

"momem f truth" for quality, to achieve the required standard of ervice. The 

pr duction and upport process must be tracked back through the organization and the 

'Ontribution of all involved should meet these standards. econdly, there hould be 

con i tenc in product and delivery standards. This requires careful de ign of both factor 

to rninirntze the variability of the human resource. Thirdly, control of standard mu t be 

achieved by adopting techniques that will tum ervice into tangible mea urement . 

La tl}, quality will continue to improve, and therefore what wa good today may not be 

good enough in a year' time. For thi rea on, cho en quality level · mu t be kept under 

rC\'ICW. 

Bank today need to work hard to repair their image; it i. a parad( . that ' hen th~ 

con umcr is ccking higher standard of quality, much of the fo us of bank stratcg i on 

man ging to urvivc with depict d c pi tal r ll win' past tratcgic mist·1kcs CI rcthm an 
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standards and performance, both in th internal operation of banks, and in facilitating 

fairness and tandard to th 'U, tom 'r. This is especially so as a major part of their 

operation entail p rforrnm ~ \ numb ' r of routine tasks many times and across a large 

number of rcmot lo 1ti th. 

Hanks will oudnu h lin -tun tlwir organizations to facilitate change, to be more 

costs. 'I his will be achieved by implementing wider, flatter 

~H· • 111i l 1li\lll " ith impr< cd internal communication (Trethowan and Scullion, 1997): 

~.J .~ Human R ource trategies 

rh~ unr rtance of human resource strategy is crucial to banks, as the performance and 

~o ·t of th e employed in the industry is fundamental to its futu re uccess. The urvey by 

Trethowan and Scullion (1997) shows 84 per cent agreement with thi ' tatement. Thi i 

another area where banks are attempting to raise quality and at the ame time cutting 

co ~ t . 

Human re ource trategies must support the strategic direction of the organization. ost 

i a major differentiator in financial ervice and all major participants mu t pay attention 

to tatT co t • which i their major co t driver, to remain c mp titi c. Player ' in the 

indu. try will ontinue to match each other around the market price, so other forms of 

differentiation an: ne ded, wtth ervtce quahty b mg increasingly important in achte mg 

competitive dvantag . fhc tratcgtc challenge ts thu to reduce costs while 

imultam:ou I , improving qua !tty ('I n.:thO\van and l:Ullion. 1997). 

t, bank needed large numb 1 of cleric 1 taft to pn cc the pnpct th \t 
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Contracting out serv1 e i fairly limit d at present, confined to areas such as IT 

development, cash tran p rtati n nd 'h 'qu' printing (Trethowan and Scullion, 1997). 

Thus all bank individu lly en :q<lt~ in non- 'Ore ac tivities which lead to dis-economies of 

scale in prcmis · , . pit tl ,\nd m:mpow 'r, and raise the general level of costs in the 

indu try. '<)flit actors wi ll only happen when suppliers emerge who 

m , n •r at a lower cost than the banks currently incur fo r the 

in part of the value chain, contractors will also be part of the 

qu,ditv ·h lin. md mu t therefore be as reliable as the systems that the banks cuiTently 

p,l\' d~.: HI) f I t ntrol themselves. 

2.3.6 doption of Information Technology 

1 ne) ha · frequently been described as "information in motion" and bank arc among 

the bigge t u er of information technology. Over the past two decade IT has allowed 

bank to expand their activities to the mass market. However the survey rc ults by 

Trethowan and Scullion (1997) show that 85 per cent of retail banker are not fully 

' ati fied with their IT systems. The first generation of automation ha now pa cd, and in 

retro pect three main failings have been identified (Trethowan and cullion, 1997). 

The fir t failure i that they were initially de igned with a pr duct [i cu . 1 hi ha led to 

y.·tem in bankmg re embling patchwork quilt , con. tantly m a state of repair and 

modification. Problems a octatcd with y h!m that no longer match the nccd'i of th~.: 

busine include line taff bt:tng unable to cope\ ith the admini tratin! burden , cau cd b 

th work generated to achieve opt:rating plan ' a well as cu tomer of one di\'ision not 

b in identifi d common cu tomer of the the type o pro lu<.:t bank offer 

which i the V\.:r ' tr~.: · 1 th t 
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had administered their old manual ) t m (Trethowan and Scullion, 1997). It was easy 

to detect the extent of a u t mer's cro ll relation hip by examining phys ical ledger 

pages. However, aut matml thb :1rTnn Y~o: m nt gave banks real headaches in retri eving 

customers' tiles lil>Jll 11 .n un I thl ir ::\ stems. Paradoxically, just as banks' systems are 

addressing this issu -, !It I .mk..., · ol11ntary code of practice is placing constraints on how 

they usl' int'ormtli n n their r l:r onal customers. 

ltiH1ll 'h ·'I iltl i .tr c in the mdustry, banks continue to invest huge sums in IT, as it 

i · n:kn )\\'I dg th t lack of invc~tmcnt in this area damages a bank's ability to compete 

dT~di\ I {1teth wan and cullion, 1997). Banks are making the tran ition to customer

l .1::-~d infonnation being held on relational databases in their efforts to become more 

market-oriented and to resolve the difficulties of holding detail of cu tomers at account 

le\el. The detail of individual accounts are clustered around the cu tomer's static detai l · 

r ord ', uch a name and age (Trethowan and Scull ion, 1997). 

2.3.7 . ron-Interest Income Strategy 

Th main trategy employed to reduce dependence on capital i the growing cmphasi on 

"off-balance heet" or non-intere t income, for example, commi ion for ervicc that 

pre\ 1ou I} were paformed free of charge. In the urvey by I rcthowan and cull ion 

( 1997), 74 p r cent of the re pendent agreed that thi ource f income " uld continue 

to grow in importan e on-intcre ·t mcome ha the added attraction to banks of mcurring 

little ri . k of bad debt. 'I hi . tratcgy i achieved in t\ o main way : 

th 

d ~.:mph i. on charging or crvi «.: con umcd throu ,h fe~.: and commission 

md ullion, Jl 7). B nking i one o the lew profe ionnl crvice "hcr 
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used when condition prevent a - to in titutional capital , or, in extreme cases, merger 

with another institution (Tr tho\\ :m nnd 'u\lion, 1997). 

2.3.8 Market Scgm nh 

I "·'I it,ll has already been highlighted as dictating strategy in 

ba11kiug. I h · t>th k 1.1 tor that in ll ucncc!'l progress in the industry is the market 

·t• til: ·y tdl>pt · II th banks (T rcthowan and Scullion, 1997). apital i in short supply 

iu h1111kiu •. md "1lh cr-capacity in the financial services industry, banks are making 

i deci ion as to which market segments they wish to ervice and in what 

\\an and cull ion, 1997). Banks had previously attempted to be "all things 

to all men" a they embarked on mass marketing campaigns; now increasing effort are 

bemg xpended in determining which customer segment provide the mo ·t profi t 

potential. 

Bank are increa ingly anxious to measure the profitabi lity of their product ·, and with 

thi knowledge, they are able to aggregate a customer's product portfoli to determine the 

protitability of each customer. Similarly, by con olidating the profitability of similar 

cu tomer , egment profitability can be determined, and thi indicates which cgments 

are attractive for bank marketing. 



CHAPT RTHR : RE EARCH METHODOLOGY 

3.0 Introduction 

This chapter pre" ·nt th · tnltlh d()h) 1Y u~~d to conduct the study. It covers the research 

design, dat t coli ti n in 11\llll ·n t ~ and th~ m~thod of data analysi . 

\ , I I{ •); · " ·h ll ''''11 

1 h • pt 1bl m d in thi research is best studied using a case study method . It involved 

·tud\'ing n • rg nization where one or several respondent are interviewed and enable 

c 1\lcctit 11 fin-depth information that helps in understanding ituations or phenomenon 

to uv id generalization. It therefore allowed for an in-depth explanation of trategic 

re p n e · to external environmental changes by Equity Bank Limited. According Terry 

and Franklin ( 199 ) a case study is a description of a situation involving problem · to be 

-olved. It i al o an in-depth investigation of an individual, group, in titution or 

phenomenon (Mugenda and Mugenda2003). 

3.2Data collection 

The re earcher u ed an interview guide a pnmary data collection in. trument. The 

mtef\'t \\' gu1de \va de igned to give a brief intr ducti n f the en ironmcntal changes 

targeted. The mtef\'1 w guide con i ted of open-ended que ttons auncd at obta111111g 

information on hm quity Bank r p nd to en tromnental challenges. I he intervi '\ 

uide wa. l dmini. tt:rt:d through pt:r onal intef\'ie\vs with th direett r managers and 

d p nmcntal h , d )f l:quity Bank. Personal intcrvi~o:\\' nrc , dvoc ted b P uasulaman 

havin, the 1 t nti It yi ld the hi h t qu lit • nd qu·unit: o tht t com1, r~.: 1 
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1996). This method mad it po ible t analyze and logically group the large quantity of 

data and compile the r t f the stu 1 . Na 'hmia and Nachmias (1996) defines content 

analysis as a techmqu tt r m. kin ) r f ' rcnces by ystematica lly and objectively 

identifying specifi · ·lun ' h. tt:-.t k~ of information and using the same approach to relate 

u~ld th data wi th an aim of presenting the research findings in 

t<: pL· ~: t to th responses adopted by Equity Bank of Kenya to changes in 

m 11, nmcnt. 



H PTER FOUR 

D ANDINTERPRENTATIONS 

4. t Introduction 

'I his dlltpt 1 p s ·nt I ll tmdin ·~ It om th ~ li~ld , its analysis and interpretation there-of. 

, nth strat~gic r~sponses to the Environment change with the 

m senior management in Equity bank. 

•n ·r· I int t'mati n 
n the background information about the interviewees on the ba e of their 

department ' . length of time in the organization, respondent ' de ignation 

.t.2.1 Department of the Respondents 

The re pondents were asked to indicate the department they were working in. orm the 

tinding . mo t of the respondents indicated that they were working in iinance, 

accounting, Operation. marketing and Equity department . ther indicated that they were 

working in the cu tamer relation and procurement department . 1 hi implie that the 

re pondent v ere from all the department in ·quity bank and therefore the in~ rmati n 

on the effect of corporate re tructuring on employee' motivation wa collected from all 

th d partm nt . 

.t .2.2 R p ndent • d ignation 

he tudy ought the n.: p ndent de ignati n in the bank. I·om1 the find in ' · . most of the 

indi ated th t the were c111 r b· nk mun 'el in pet ti n n • l untin, 

nd m rk tin 
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working for over l 0 year in Equi Bank Limited . This implied that respondents had 

worked in the bank for a p ri d f mor " than 2 years therefore they had experience on 

strategies response adopt d b. thl; ;quity Bank of Kenya in response to change in the 

external environment. 

4.3 Strat · •I · r .,., u'l' ' w th Knvlronmcnt change 

On d 1 111 , • \h 1t h.1 taken place in the last ten years in the business environment which 

hav · 1IT, ·t 'd :quit Bank Limited, the study found that these change included opening 

~ mmercial banks such as opening of Jamii Bora bank which was offering more 

related ei'\ ice to Equity banks, 

ther change that had affected Equity Bank Limited in its operating environment, the 

intei'\·iewee indicated that technological, legal and economic factor affected the Bank 

operation through Pressure from the regulator to lower intere t rate , market pres ure 

on the foreign exchange rates, evolvement of technology driven product and the 

tringent legal framework through various amendments in the Banking act. To expand on 

it cu tamer base the branch network wa identified a the bank ha limited utlet 

con training it on mas marketing. 

Th 111tei'\ iewee indicated that quity Bank wa n t abl to inter( cc with other c rc 

-y tcm · to facilitate prolific alternate financial cf\ tcc . Th aL o ind1cated that stilT 

·ompetition wa a\ o a fa tor 111 banking indu. try in Kenya . 

he intcrvi~.:wel! indi ated th< t rc ul t ry requirement in the hankin ' 
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be performing. The regulatory r quirem nt has also led to higher costs of operations e.g. 

the introduction of the h qu trun' ti n ' ill require investment in TT infras tructure for 

compliance, introdu t1 n f th~ Anti Money Laundering Act requires more training to 

sta IT to ensure wmpli n . 

4.3. 1 Strut· •t · I '' lw n, ,., Adc r h·d Towards Increasing Competition 

f th tudy were required to indicate the various stra tegic responses 

ad~1pt · 1 b 1 unk t • rd increased competition and regulatory requirements in the 

bankin 1 t 1 in Ken a. 1hc interviewees indicated that the bank recruit the best talent 

in th~: bunking indu try and ensures that there is good corporate governance. They also 

.:a1d that the bank in olves in product development and research team ha been et to 

·ount r inc rea ·ed competition and regulatory requi rement in the banking ector in 

Kenya. The intervie\ ees also indicated that the bank engaged commitment to train and 

develop tatr on both strategic and operational objectivity. The Bank ha al o adopted an 

aggre ive marketing campaign to increase it visibility in the market. 

-1.3 .2 trategic Re pon es Adopted to the hange in xternal nvironm nt 

On the trategic re pon e that the bank ha adopted to the challenge · po ·ed by the 

external 11\'Ironment, the interv1e\ ee indicat d that the bank ha considered acquiring a 

robu t IT y:tcm to enable prO\ i 10n of technology dn en products and more eflic1cnt 

crvi c . the bank ha rebranded to incrca e vi ibihty aggrc ivc markl.:tmg through 

media ad,·crtising and prom tion. are undef\ a . and improved cu tomcr scrvic~.: b 

intr du ti< n o c.:rvi • kvd agn.: ment . '1 he Bank ha I l umkrtakcn into dcq en in 1 

1el mor~.: businc.: lll)Jl1 
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4.3.3 Corporate Strategie in Increa ed Competition and Regulatory Requirements 

The study reque ted th int rvi "~.:r:s to indi ate how the bank make use of the corporate 

strategies . uch a m rk t p~.:n~.:trattl)11, product development, market development and 

diversification as tn ri.SJ)l)nd ing to increased competition and regulatory 

n:quin:m ·ut in th l mkin' :-.ldOt 111 Kenya. The interviewee indicated that the bank 

n trat i ·s through promotions by use of radio programs to ask 

qul:"tilllt · unl h uin p, rticipants' accounts with money. The bank also does product 

d ., ·I )pm ·nt m rkct re carch and the research department has been e tablished, through 

dtv ·1 iii ·ni '11. the bank i moving from secured lending to unsecured lending bank. 

4.3.-t Effect of tr ategic Responses 

The tud) required the interviewees to indicate which response have led to fruit ful 

re-ult . The mten iev ee indicated that recruiting the best talent has changed the ·trategic 

banking model, refurbishment and restructuring ha increa ed cu tomer con lidence and 

the change in leadership has shown the bank commitment in term of leader hip and 

management to the cu tamers. 

4.3.5 Proactive and Reactive trategie ed by quity Bank 

n whether the interviewee con ider the anou re pon e trategtes ad ptcd by t:quity 

Bank Ltmtted to be proactt e or reactive to the changes tn the bank'~ c. tcrn.ll 

environment. the intcrvicv ee indicated that the tratcgtc v ere proactive mcc the bank 

h d b~.:~.:n conservative and wa now confident in r mg a lar 'e market. 1 he also 

indi ted that the bank h, d a b tt r •i ion · nd improved rc ulat01 • environment and 
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the market. They also indicated that training and development of senior team in charge of 

strategy and leader htp ha b' n m·ldc n poli 'Y directive. 

4.4 Adoption of omp tith t: Responsl'S 

I h . lilt 'I \ 1i '\\ 

nd~ tll~ h) hri ' fl y outline the adoption of competitive strategic 

.omp tition and n.:gulatory requirement in the banking sector. 

indi 'll d that the hank's shareholders were committed to increa e its 

committed to hin.: and retaining top notch skilled staff, the bank 

w 1 t1 , 'mmiucd to I 00% compliance to regulatory requi rements and the bank has 

givl:n l:U ·t )mer rvice and centercdness at a high priority 

4.5 \\ orking of the Revenue Generation Strategies 

n hm\ re\ enue generation strategies work for the bank in rc ponding to the compcti tion 

and regulatory requirements in the banking sector, the respondent indicated that the bank 

u 'e diver ification to untapped market slice through unsecured lending. 

4.6 trategic Management practice 

The tudy further ought to inve tigate the trategic management trategie · that were 

adopted by the bank in the changing internal environment in the banking scctor in Kenya . 

The tudy found that pumping of capital robu t I'I y terns, hunting lor htgh talent and 

review of the comp ny' vi ion mi ion and critical succcs factors a the str,\lc 'tC 

were , doptcd by the bank in thc increased competition and 

r ulat ry r~.:quirc.::mcnt in the bank in ' e tor in cnya. 

\ h th r l:.quit • b nk limit d urr ntl 

l th mn m t lm 

mt n 



evolvement of technology dri' n pr du t and the tringent legal framework through 

various amendment in th B nkino n 't. robu, t core banking software was of essence 

as there have been r pid t hn lo 'icnl d' dopments to enable provision of IT based 

solutions. 'I he · at ' in It .It d tlut products and services where innovation and new 

product dcvclopm nt " hin k 1 <.:.d h lack or research and development. 

to • t tbli h 

po er which involved customers moving from different banks 

here they access supermarket model of having all products under 

)1\ • n) )f. pri in due to many players in the market has resulted to lowering of 

pn · , , hen e margin indicating that benefits could only accrue from mas . It wa al o 

found that capital requirements of 1 billion by 2012 would enable the bank have capacity 

t tend more to ingle, corporate or individual borrower. Compliance co t were found t 

be higher and mcrea ing against decreasing margins. It wa al o indicated that the mobile 

tele ommunications are driving banks out of busine s becau e of tringent requirement 

b} the CBK for financial institutions. 

The tudy found that the bank recruit the be t talent in the banking indu try and en ure · 

that there wa good corporate governance. It wa al o found that the bank wa invol cd 

in product de\elopment uch a agent ' product . Mke ho and rc. carch team has been et 

to c unter mcrea ed competition and regulatory requtremcnt. in the banking sector 111 

Kenya .. 

n the trategic re pon. c that the bank ha adaph.:d to the change 111 c. tcrnal 

nvir nm~.:nt . the intl.:fvi wee.: indi t d th, t the bank ha con idc.:rc.:d a quirin , u w\ u t 

nd •a ivd • throu1h me li 1 

I lll 'll k t 

Ill 

p m n m h J nm nt h 



been established developing pr du t u h a agent banking and Mkesho, through 

diversification, the bank" a m Yin.:- from Sr.; urcd lending to unsecured lending bank. 

The study found th tt r IUitin•' th~.o' b st tal 'nts had changed the strategic banking model, 

refurbishment tut in h.HI in ·r~as~d customer confidence and the change in 

lemh.:tship h 1 l.mk commttm~nt in terms of leadership and management to 

tht· 1.:u tl>llt ·• ic were proactive since the bank had been con ervative and 

w '" 11 >\\' >nli I Ill in rving a large market. 

)n h~ w th • ank made u c of strategic alignment as a strategic re ponse to increa ed 

~L)mpditi n and regulatory requirement in the banking sector in Kenya, the interviewee 

indicated that there \\ere annual strategic retreats to review the fi ve year stra tegic plan. 

The plan i re\ te\ ed to make it relevant in the market. They al o indicated that trai ning 

and deYelopment of senior team in charge of strategy and leadership had been made a 

polic directive. The bank was also committed to hire and retaining top notch ski lled 

taff, the bank\ a also committed to 100% compliance to regulatory requirements and 

the bank ha given cu tomers services and centeredne at a high priority. 

The tudy found that the bank u e diver ification to untapped market ·lice thr ugh 

un. ecured 1 nding. The tudy found that pumping of capital robuo:.,t I1 ·ystcms, hunting 

for htgh talent and rc\ tC\\ of the c mpany' 1 ton, m1 ton and en tical succc ·: factors as 
'-' 

the ·trateg1 management trat gic w re adopted by the.: bank 111 the incrca. cd 

mpctition and rc ul tory n.:quircmc..:nt in the banking sc tor in en a. halll:n 'Cs such 

m rkl:t izc c..:rvc..:d by the.: b, nk, con crvativc..: nature.: ol the Board im:rcast: 1 

mp titi n w ll train d 

mp titi n n r ul t I)' r ui m nt in th b nkin 

me.: ll h · 

nk in incre't d 



CHAPTER FlY 

R 

5.1 lntrodu tion 

Ul\1MARY, CONCLUSION AND 

MMENDATIONS 

'I his chapt 1 ptll\ 1 l lh umm.11 of th' lindi ngs from chapter four, and also it give the 
cotu.:lu ·ion u1 I 1 mm ndalions of the study based on the obj ective of the study. The 
llbj . ·th . tu t tc c tahlish the strategic responses adapted by quity bank to 
·h 111 •in · ·11 , 1 nm nl in the banking sector in Kenya .with re pect to change due to 
• 1ll1J ·titi )n. t hn log . legal and regulatory issues, economic change and social 

\:ulturul change . 

5.2 ummary of the Findings 

The tud; found that technological, legal and economic factor affected the Bank 
operation through pressure from the regulator to lower intere t rate , market pre ure · 
on the foreign exchange rates, evolvement of technology driven product· and the 
tringent legal frame\ ork through various amendment in the Banking act. Product and 
f\ ice where innovation and new product development wa. hindered by lack r 

re ear h and development. Thi wa con i tent with Hambrick ( 19 3) and V enkatraman 
and Pre. cott ( 1990) who po ited that the correct alignment help a finn maxim1zc the 
economi benefit from re ourc . improve th cffecti cne . of oper<ttion . <md boost the 
fulfillment of it. trat~.:gtc goals. 'I he fa t rs of tcchn I gy, h.:gal and c onom have in 
tum ina~a t.:d ompditiv pr~ un.: and c ntributcd the turbulent and d •namic 
nvir nmt:nt. A rdin t John n and ... 003) de lin[) with the environment 

thn.: 

h, n 1t: md tht: 

Ill 

h nl l u h 



mobile telecommunication ar driving bank out of business because of stringent 
requirements by the CBK f r tinnnci, l institution . The same views were given by Kazmi 

(2002) who argu d th t rdult or th' buyer characteristics, the environment is 

composed of variou~ 1 , '"' u11:s, ~.·onditions and innuence which interact with each 

other to ucat: 111 l 1\l'\\ d l)l mllucnccs leading to constant environmental change 
in its h tp • 111 l h 1 l •t r. imani (2000) states that a good opportunity is the one in 
wlu ·h th · in lu 11 1 hi hi attractive and companies have the mix of business strengths 

tul. 

It w.1 · ,d I. r und that the bank was involved in product development and re earch team 
h,

1 
· b ·en ·et t counter increased competition and regulatory requirement in the banking 

.;~:ctor in Ken.•a and that the Equity bank engaged in developing new products such a 
mobile banking and agent banking and committed train and devel p taff on b th 

trategic and operational objectivity. To assert the finding of the tudy, Bowman (199 ) 
argue that if a firm wants to remain vibrant and successful in the long run, it mu t make 

impact a e ment of the external environment, e pecially uch relevant group a 

u tomer , competitor , consumer , supplier , creditor and the government and how they 

tmpact on it operation ucce wa dependent on productivtty, customer att faction 

and ompetttor trcngth. 

With r~gard to tratcgic re pon c that the quity bank had adopted t the changl.!s posc.;d 

b , the e:tcmal environment, corp ratl: tratcgie uch m, rkct penetration, pn duct 

dcv 1 pment, me rkct development and div r ific tion the tud fl und that th bank has 

a uirin r bu t l'I y t m th bank h rebt mh.: I and ,,. s m. 1 kc.:tin, 

<. 1 l 1 pot tun it • i 

mt ot bu inc 

h uld 

n l 

unit. 



cost reductions through learning ffe L. and cost minimization in areas like research and 

development, service, al , nd d\ ~rtising loo (2009) . Nj au (2000) noted that firms 

should undertak ubstann 1 lJustm nts in va rious tratcgic response variables in order 

to ward orr omp ·titi n in ht hn.1 m:lnipulation or the marketing mix, cost effi ciency, 

control mea ttt !lin' \II 1 I lot 1 n market distribution centres. 

(200 ) study who noted that strategic responses adopted by 

h}utl , b 111k in lui d rc tructuring, marketing, information technology and cultu ra l 
d 1 111 , • mct th t the tivc main environmental changes that impacted on the bank as 

·n1n 1mi · d line. liberalization, legislative changes, increasing level of education and 

tcdmological advance . the study found that the bank uses diver i ftcation to untapped 

market -h e through un ecured lending and pumping of capital, robu t lT ystem , 
hunting for high talent and review of the company's vision, mis ·ion and critical succe 

factor a the trategic management strategies were adopted by the quity Bank in the 

increa ed competition and regulatory requirement in the banking sector in Kenya. 

Challenoe uch as market size served by the Equity Bank con ervative nature or the ::> 

Board. increa ed competition, lo of well trained taff in the bank am ng others were 

-orne of the challenge that hindered ucce in the trategic re p n c adopted by rquit) 

Bank 111 mcrea ed competition and regulatory reqUirement tn the banking sector. 

Ktptugcn 2003) al o mpha iz d that cc nomic d chnc led t tncrea c in the number 

and v lume o the non performing an (• PLs) con cqucntl lower income, 

~. ( 

d c rnpditi n rom new ntrant like th~.: J mii Bora Bank 

it t king in tituti n . lc i l ti •c h n' h:: I to 11.:du cd m 11 •in 

f u ti n r ultcd t m n lin • licnt~:k vhilc 

m nt m nt n w b n ·in )f th Lquit ' Bank. 

u th uit I n • h limi t utl t • it in 

nm nt 



that stiff competition, economi hange and stringent regulatory requirements from the 
Central Bank of Ken) a n fin n 'i I institution changes were also fac tor in banking 
industry in Kenya. u t )JU r~ ,,bl) h:' ' n '' 'SS to va rious alternatives for their need and 
would choos · th · m 1 m l ntl nt with th ' kast price. The stiff competition ha led to 
loWCJillg or JH i " n I 1\ I.~\) Ill I th~ pro tit margins implying that fo r better results 

tlu.: .111 rnativ ·. Increase in capital requirements is also noted to 
t din capacity where as invasion of the mobile telecommunication 

li1111 · h" · put nk at a di advantage due to the. 

rh, ·~ indud d Equity Bank adopted visionary leadership as the main tra tegic respon e 
to ·hanging in the external changes of successful business, good corporate culture and 
111 ·tttutionalizing of competitive strategies. Institutionalizing of competitive strategic , 
allocation of adequate resources, visionary leadership and good corporate culture, 
among t other are necessary ingredients for successful busine trategie in re p n e to 
environmental challenges. To be successful over time, an organization mu t be in tune 
with it external environment. There must be a trategic fit between the environment 
want and" hat the finn has to offer, as well a between what the firm need and what the 
environment can provide. 

The tudy e tabli h d that recruiting the be ·t talent had changed the strategic banking 
model, refurbi hmcnt and re. tructuring has mcrea cd customer con!idenc~ with the 
hangc in kadt:r hip in rc pon c to changing env1r nmental en in nment. nnual 
tratt: i rdr , ts to rl:vicw the fivc Y ar tr tcgic plan to make it rdevant in thc market 
nd trainin pm nt f t:nior tee m in har e of tr tc • ' nd lc, dcrshi1 ,, , 

p 1i ) dir ti •c h b n put in pi . h n.:h ld ommitmcnt t l in n; ·t 
nd r t inin t p n t h 

nd th b nk i •in up ri r 

th l th di ti n t m l l i 

th 



strategic management trat gi wer adopt d by the bank due to increased competition 
and regulatory reqmr m nt in th~ t nkin 1' sc~tor in Kenya. Challenges such as market 
size served by th b. nk, in r . s~.: i ·omp tit ion, lo of well trained staff of the bank 
among others \\' r · 

adopted b !•quit 

bank111 • · 

I th~.: hnlk ng s that hinder ucce in the strategic re ponse 
in 1n 1~.:as d compctition and regulatory requirements in the 

1 h . ·tud 1 mmcnd that comprehensive research and development hould be done in 
111 in ·tituti n -. tratcgic allowance and partnerships, mergers and acqui ition to provide 
't)m ~lltiYe edge and free sharing of information on fraudulent cu tomers and creating an 
int~rnal hared databa e. It is also suggested that bank hould implement a y tern to 
enable blackh tmg of default transactions. 

5.5 Limitations of the tudy 
The re earcher encountered vanous limitation that tended to hinder accc · · to 
information ought by the study. Thi included: 

The re earcher encountered problem of time a the re earch wa being undertaken in a 
·hort period which limited time for doing a wider r ·earch. llm c cr the n.!searcher 
countered the limitation by carrymg out the rc'learch aero all the dep<lrtment. m the 
bank whi ·h l.!nabkd gcm:ralizati n of the tudy finding . 

nn ti n m th 

lin 

h atl ut tl 



information they had a the re nr h in, trument did not bear their names. Lack of sufficient fund limit d th rt:st:ar 'h~r from a ' css ing all the banking ector institutions in Kenya to collect dat t r , tud lh~..~ r '~·archer however limited himself to the Equity 
t lund~ . 

• . 6 lmpli · lli m m pul ,·y :md pra tic ' 

' lit ~· lim! in ' h m th 1 carch may impact on the policies and practice of the bank as it h 1 ·h •n in i hl n the various responses and their impact on the bank's operation . 
p )li ') 1111k 1 uld recogmzc the need for increasing the branch network for the bank 
ll) hJ\ , 1 ,, ider coverage. This would mean opening new branchc or adopting the ugenc\' ankine model a proposed by the Central Bank of Kenya. There would be need 

.... . ~ 

t allocate more expen e budget on advertising and busine , taff training and capital 
e:\.pendlture on a robust core banking software. 

The re earch findings would also impact on the regulator the entral Bank of Kenya a the] would have to strike a balance between the regulatory requirement and the compliance co t incurred by the bank . They would need to provide a c nducivc bu ·ine em ironment but al o carry out th ir regulatory mandate t prevent banks from takmg exce tve ~xpo ure in the name of bu. inc . The regulat r may also real in: the nel;d of ettmg tmmmum tandard on the c rc banking ·y tcm to enable compiltiblltt of vanous bank y, tcm ' and aL o pro ide a c mmon platform for comm{ n b.mk 
p ration . Regulator would al b t.:ncouragcd t pur uc th ·ir objective to havl! bank 
rr b rat~.: ( n v riou pi tfonn like the rcdit Rctcr~.:ncc Bur~.:au to sh, r inform. tion 

11 d~.: . ht: r ul t r w uld 1 o ontinuc pur uin , the 1 nd•t on '~.:n y b.mkin , 
th B nk in bu in b • h tvin , minim tl ~.:t u1 co t nt 

uti t • 

or I urth r R m .: h . 
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to regulatory environment ar th main nspe t of strategic responses to changing 
environment in the bank.mg a with a bias on Equity Bank. The banking 
industry in Kenya hO\\ '\ r t t m~ ri:-1 d or various other commercial banks which differ 
in their way of 111 n I ·m nt .lnd h;l di rr 'rl!nt settings. This indicate that the need for 

IC J1 l!r<l lization or the study findings for all the 
l"(lllllll ., :i d t mk in K n .. md hence pave way for new policies. The study therefore 
t l:\."llllllll ·n I 111 th r tud be done with an aim to investigate the impact of the strategic 
r · ·p lll · • 

!-,. 'II\ ,1. 

commercial banks to changing environment in the banking ector in 
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APPENDIX 1: Letter of Intr du tion 
AUGUST 2011 

Dear Respondent, 

I atn 111 111b 1 ud nt .It university of Nairobi pursuing a course leading to a Masters in l~u ·in· ·· tdm ini lr li n award (MBA). ln a partial fulfillment of the requirements of the ' llll ·d · ur . I am conducting a Management Research Project on "STRATEGIC l f ._ l E 8 E ITY BANK LIMITED TO CHANGES IN TH EXT RNAL \'lR lE T .. . 

EqUlt) bank i the organization I am researching on based on its resounding success in the banking indu try rapid growth and rising profit margins. 

Thi i to kindly request you to take time an answer the questions herein. The information you provide will be used exclusively for academic purpose . My supervisor and I a sure ou that the information you give will be accorded confidentiality. 

our a i tance and cooperation will be highly appreciated. 

Your truly 

ichuki ~va \ <llrun r. akuru v ' ah m ' 

tu cnt up rv t r 

m ' ity f 'Iir )bi nh cr it • o lir bi 



APPENDIX 2: Interview G ID 

SECTION A: Re pond nh Pr fil 
Appendix II : lnt r i .,, .utdt: 

Kindly answ ·r th · t ,II jUcs1ions by filling the spaces provided. 

Part : ; ·n ·r.tl lnf 

. Whut i · ~ ur de 1gnation in the department? 

3. \\'hal t') our length of time in the organization? 

P RT 8: PECIFIC I JFORMATION 

-l. Plea e de cribe the changes in the business environment affecting quity Bank Limited. 
~. Have there been any changes in regulation policies that have affected your operation ? 
Briet1 outline. 

6. What are the political changes that affect the operations of the bank? 

7. Kindly indicate whether there has been any change in technology ha inOucncc 
trategic re pon eat Equity bank? 

. E. plain \\ h ther trategic re pon adopt d by quity bank arc c mp ·titi d 
adequate to n:. pond t envtr nmcntal hange, kindly explain? 

. ' ( tcchn 1 gi al change what tratcgie. have been ad pted • t 
~quit • b nk t achh.:vc it ob'e tivc '? 

1 . l 

11. l 

I 

n n impr v mcnt in p r nn m 

m n t I uit 

in 



13. What areas does Equity bank Limit d n d to improve to provide financial service competitively despite em ir nm nt I h nac. in the Kenyan banking industry? 

14.Does Equity bank Limth.: t ' \lrtl ntl pos c s the neces ary capability to adopt 
aggressive stwt · •i ·~ t nut h thl c t rnnl environmental challenges? Give reason , 

THANK YOU!! 


