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ABSTRACT

The financial sector has been growing at a rapid rate not only locally but also internationally 

However the sector has been facing many challenges which include internal and external 

environmental challenges and this has led to shrinking profit margins. As a result of these 

challenges, this study was carried out to identify environmental challenges faced bythe 

financial sector in Kenya and strategies that can be adopted to overcome these challenges

To achieve this, a case study of National Bank of Kenya was undertaken by 

interviewingsemor and middle level stall to identify challenges and strategies adopted by the 

bank against internal and external environmental challenges The stmeturod interview guide 

wasused in collecting data fromNHK staff in Nairobi head ofliceand its branches within the 

Nairobi citywhereby a total of 12 respondents were interviewed which included 3 general 

managers. 4 divisional managers and 5 branch managers Data was analyzed using content 

analysis

Environmental challenges which include entry of new competitors, high cost of operations, 

unstable economic conditions, tight policies and regulations among other were identified 

The strategies to overcome those challenges identifiedinclude new product development and 

branding strategies, adopting new marketing strategies, expansion, outsourcing, I Cl 

infrastructure upgrades to list a few.

The study observed that financial institutions have not emphasized much the influence of 

environment in their daily operations. Therefore the research recommcndsthe need for the 

financial sector to factor in organization environment in their operations plans and budgets
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C HAPTER ONE: INTRODUCTION

1.1 Background of the Study

Organizations operate within an environment that influences us operation cither positively 

or negatively depending on the nature of its business. As Porter (1996) explains, “Many 

firms operate within an environment whereby they are expected to meet \arious 

stakeholders' expectations hence the need to formulaic strategics that would help them 

meet this need" (p. 61) On the other hand organization operates within an environment 

with high competition which influences the firm’s strategic process and hence determines 

the firm's achievement and purpose (Sharma, 2008)

Therefore the sur\i\al and success of an orgam/auon can be achieved if flic firm has the 

resource capacity to create and align its strategies to the environmental challenges This is 

not only influenced by the internal environment but also the external environment Kumar 

(2006) explains that rapid technological change, easier entry by foreign competitors and the 

accelerating breakdown o f traditional industry boundaries subject firms to new 

unpredictable competitive forces He further adds that contemporary firms operating hi a 

dynamic market contexts, often deal with these contingencies by implementing strategies 

that permit quick reconfiguration and redeployment of assets to deal with these 

environmental changes

Environmental influence has not spared the financial sector either, both locally and 

internationally. Tins was observed by Kumar (2006) when he explains that “Environmental 

influence has necessitated the need for financial institutions to redefine their modes of
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service delivery and goals so as to maintain and remain relevant in the ever changing and 

d>namic environment" (p 104-105) These changes therefore pose a lot of challenges to 

financial institution since this change comes with a cost.

1116 tremendous and lar-reaching changes occurring in today’s world can be understood by 

defining and examining components of the external environment The external organization 

environment includes all elements existing outside the boundary o f the organization that 

have the potential to affect the organization The environment includes the competitors, 

resources, technology and economic conditions that influence the organization It does not 

include those events so far removed from the organization that their impact is not perceived 

(Daft and Marcic, 2005)

Organization environment from the discussions of the authors cited above point out clearly 

tliat organizations operate in an open environment where it is often influenced by both 

internal and external environment It is also clear that these environments has a far reaching 

effect to the day to day operations of an organization and should be considered of a critical 

value This entails formulation objectives and strategies having in mind the fact that there 

will be a lot o f influence from the organization environment

1.1.1 Organization Environment interface

Daft (2010) defines organization environment as all elements that exist outside the 

boundary of the organization und have the potential to affect all or part of the 

organization. He explains that organization environment can be understood by 

analyzing its domain within external sectors In this case, he points out that domain is
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Ihe chosen environment field of action which in this ease it is the territory an 

organisation stakes out for itself w ith respect to products, sen ices and market served

Daft and Marcic (2005) illustrates that the environment in which organization operates 

is continually changing, sometimes quite rapidly and managers has to be on their toes 

They further explain that organization environment has been viewed to influence the 

organization over time but often arc not involved in day to day transaction with

In this regard, they explain that organization external environment includes all elements 

existing outside the boundary of the organization that have the potential to affect the 

organization This env ironment includes competitors, resources, technology and 

economic conditions that influence the organization It does not include those events so 

far removed from the organization that their impact is not perceived

1.1.2 Strategic Responses

According to Porter. (1996), strategic response refers to the process of creating a unique 

and valuable position with means of a set of activ ities in a way that creates svnergistic 

pursuit o f the objectives of a fimv(Olwany, (2011) refers strategic responses as the 

processes employed by the executives of the firm in order to deal effectively with 

everything dial affects the growth and profitability of the firm so that it can position itscll 

optimally in its competitive environment by maximizing the anticipation of the 

env ironmental challenges

Johnson and Scholes (2002) distinguish strategic response into three categories internal 

development strategies, acquisition strategy and joint development strategies Internal
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development strategy according to them refers to the point where an organization develops 

through its own management new markets and new product

On the other hand acquisition strategy involves mergers between two or more companies 

and involves full ownership between two or more companies and involves full ownership 

o f another company Thirdly is the joint development strategy which implies that a firm can 

only achieve its objectives by co-operating with other companies (Johnson & Scholes. 

2002) Therefore strategic response enables organizations to deal with increased turbulence 

and dynamism of the env ironmenl

1.1.3 The Financial Sector in Kenya

Kenya's financial sector can be described as being relatively diversified in terms of the 

number of financial institutions The financial system had 51 commercial banks. 23 Non- 

Banking Financial Institutions (NBFIs). 5 building societies. 39 insurance companies. 3 

reinsurance companies, 10 Development Financial Institutions (DFIs), a Capital Market. 13 

Forex bureau, and 2.670 savings and credit cooperative societies (NgugtandKabubo. 1998)

Kenya's economic performance weakened over the last decade because ol the Inilure to 

sustain prudent macroeconomic policies, the slow pace of structural reform, and the 

persistence of governance problems The often lax fiscal policy led to a rapid buildup ol 

short-term government debt which, in combination with declines in the saving rale, 

translated into lending rates in excess of twenty percent in real terms. Iliis, together with 

oilier high costs of doing business in Kenya - because of corruption, a deteriorating 

infrastructure, and an inefficient Paraslatal sector (e g , utilities, and transportation services) 

depressed investment and its effectiveness, and as a consequence economic growth. 

(International Monetary Fund. 2000)
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The IMF (2000) report further explains that “since early 1998 Kenya’s economic 

performance was mixed It has achic\ed fiscal adjustment against the difficult backdrop of 

worsening terms of trade, a dearth of external financing, and adverse weather conditions 

At the same time, the rescue o f a major bank in laic 1998 strained fiscal polic>- and 

temporarily weakened monetary policy In this context, investor confidence has remained 

weak, and growth has continued to decline", the report concludes

Kenya's banking industry registered a 16.9 percent growth in pre-tax profits, from 34.9 

billion in June 2010 to 40.8 billion as at end of June 2011. according to information 

published in Central Bank of Kenya (CBK) website This rate of growth has also led to 

increase in mode o f sen ice deliver from hall banking to street banking.

Price Waterhouse Coopers (2012) publication explains some of the mam challenges facing 

the financial sector today which include, new regulations imposed on financial institution 

by the Central Bunk, for instance, the Finance Act 2008. which took effect on I January 

2009 requires banks and mortgage firms to build a minimum core capital of KShs 1 billion 

by December 2012 This requirement was hoped to help transform small banks into more 

stable organizations

Ngugi and Kabubo. (1998) further explain more challenges facing the growth of Kenya's 

financial sector which include unpredictable inflation rates They explain that inflation 

remained subdued in 1998 and in the first half of 1999, but it increased in the third quarter 

of 1999 mainly owing to increases in fuel and food pnccs as well as the lagged effects of 

the depreciation of the shilling. Real GDP growth slowed from 2 3 percent in 1997 to I 8
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percent in 1998, and it was expected to slow further in 1999. and unemployment continued 

to increase

Financial Institutions play a very significant role in the Kenyon economy. Ranks, for 

example usually meet the needs of high end investors by making available high amounts of 

capital for big projects in the industrial, infrastructure and service sectors of the economy 

At the same time, the medium and small ventures must also have credit available to them 

for new investment and expansion of the existing units.

1.1.4 National Bank Kenya

National Bank of Kenya Limited was incorporated on 19th June 1968 The main objective 

o f its establishment was to help Kenyans to get access to credit and control their economy 

after independence (National Bank of Kenya. 2012)

National bank in the past has been operating below its capacity due to increased bad debts 

in loan portfolio amounting to 36 billion which was politically motivated that pushed the 

bank into massive losses in the late 1990* and early 2000 However this situation has 

changed since recently the bank posted a profit before tax (PBT) of Sh2 6 billion in the 

year 2011 compared to Sh2 I billion in 2009. according to its audited financial statements 

(NBK, 2012)

The financial changes outline by different authors above, explains some of the challenges 

that live financial sector is facing and in particular National Rank of Kenya In this era of
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rapid technological development and changes in market environment, NBK. has to put its 

strategic responses right to enable it compete both locally and internationally

1.2 Research Problem

In today's fast changing world, few companies operate in u stable environment, and 

most managers are shirting toward culture that are more flexible and in tune with 

changes in the environment The environment in which companies operate is 

continually changing, sometimes quite rapidly and managers have to be on their toes 

and to be prepared to respond quickly to even subtle env ironmental shirts. (Daft ct al. 

2010) This is furtlier explained by Schutt (1986) where lie points out those 

organizations do not exist in a vacuum They function in an env ironment composed of 

other organizations and individuals, and their success and failure, their growth and 

contraction cannot be understood apart from that environment.

In this regard, organizations need to consider the effect of the environment in which 

they operate since this has an effect on their day to day activities However 

environmental uncertainties have had a great impact on organization operations and the 

bigger the orgamzatioa the great the environmental influence it experiences

In the event that financial institutions fail to develop quick response mechanism against 

these challenges, this often results to these institutions registering losses, and losing its
m

customer base to their competitors It is this strategic decision that will determine whether 

the institution shall remain profitable in the current and ever changing market 

environment.Burton and Thakur (1998) points out some of the gaps in literatures which
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focus on organization environment These include what major dimensionsthe external 

environment is changing.

Ihe research quesuon focused in this research was what environmental challenges do 

financial sector in Kenya face and what strategic responses has been put in place against 

these challenges by these institutions, especially National Bank of Kenya

1 J  Research Objective

Ihe main objective of the research was to identify environmental challenges facing 

financial sector and in particular National Bank of Kenya and live strategic responses 

adopted by the bank to overcome these challenges

1.4 Value of the study

'Ihe results of this study have value in the academic field in that it will help in filling 

existing gaps in literature as relating environmental challenges experienced by 

organizations and in particular financial institutions. This is fundamental in the academic 

field as it becomes a valuable repository of knowledge to academic scholars which include 

students, lecturers and researchers who will be able to refer to the document in the future 

while carry ing out related studies

The study will be o f importance in policy making not only to the bank and other tinanciul 

institutions but also government financial regulatory organ in developing and enacting 

policies which ensure sustainable operation of financial institutions in the country External 

and internal environment has a great influence on operations by financial institutions, hence
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the results of the study will act as a guide to all stakeholders in the financial sector in 

developing operational policies which will ensure that any strategic responses adopted is 

effective in realizing objectnes of financial institutions

Furthermore, the study will be of great value in management practice in that the study will 

identify* environmental challenges faced by financial institution in the current times and 

through its findings, the study will be able to recommend strategic responses that can be 

adopted by these institutions. In addition, having knowledge of these environmental 

challenges, management will be ublc to set their priorities and goals in line with the 

challenges they expect of face hence giving them better competitive advantage in the ever 

changing market environment

9



CHAPTER TWO: LITERATURE REV IEW

2.1 Introduction

This chapter explores previous studies related to the topic The chapter begins with 

literature on concepts of strategy. Organisation and the environment, internal and external 

environmental challenges and lastly strategic responses to these challenges

2.2 Organization and the F.nvironment

The environment refers to the pattern of all the external and internal condition that 

influences or affects the life and development of on entity or a business organization 

According to Johnson and Scholes (2007) they explain that the organizational environment 

encapsulates many different influences and hence tlvere is difficulty in making sense of this 

diversity They further argue that the environment is defined by its complexity which arise* 

because of many of the separate issues in the business environment that arc interconnected

Porter (1985) observes that the global uncertainly in environmental changes increased 

dramatically in the 1970** due to fluctuating raw material, prices, swings in financial and 

currency markets, electronic revolution among others Therefore by accepting this diversity 

and complexity of the environment, the organizational env ironment is defined in different 

layers.

Ihe first general environmental layer is the macro environment layer which consists of the 

environmental factors that impact to a greater or lesser extent on almost all organizations. 

Scholes (2007) The macro-environment is defined by the PESTEL framework which can
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be used to identify how future trends in the political, economic, social and technological 

and legal environment might impinge on the organization This would help identify the key 

drivers of change which differs from one organization to another

Organization in the world today operate within an environment that is very dynamic and 

uncertain and this therefore calls for the need by the management to strategically position 

themselves in order to adopt to the various changes and dynamism of the environment 

Kirapash (2010) explains that an organization needs to look out for opportunities to exploit 

their strategic abilities and seek improvements in their business units building an awareness 

and understanding of current strategies and success

Porter (1085) defines the organizational environment into two categories the external 

environment which is constituted bv the forces that arc outside the organizations control 

These forces arc non-specific but would otherwise affect the firms' activities and strategies 

On the other hand, the internal environments consist of all the forces within the 

organization, and are within the organization control.

Daft et al. (2007) in discussing the topic on organization environment, points out that 

environment comprises several sectors or subdivision that contains similar elements They 

analyzed ten sectors tliut arc found within an organization set up These include industry, 

raw materials, human resources, financial resources, market, technology, economic 

conditions, and government, socio-cultural and international
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Burton and Thakur (1998) argues that every organization needs to be perceived as 

operating in an environment that reaches beyond its official boundaries It’s functions 

within ail external environment that is defined as all the forces and conditions outside the 

organization that influence the organization and its behavior On the other hand internal 

environment is defined as all the forces and conditions within the organization that 

influence its behavior They explain that environmental context become clearer if the 

external environment is divided into two distinctsegments First the general environment is 

composed of those major forces that affect the organization and its environment

1'he general environment consists of economic, technical, socio-cultural. political- legal 

and international dimensions Inside this overall sphere of influence, the firm operates 

within a narrow task environment that consist of influencing groups and organizations, 

including clients, competitors, suppliers, regulators and labor
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The relationships of the general environment, the task environment, and the international 

environment is depicted in figure 1 below

Figure 1: Orguni/ntion mid its Environment

2 J  The Concept of Strategy

Johnson and Scholcs (2002) define strategy as the direction and scope of an organization 

over the long term which achieves the advantage for the organization through its 

configuration of resources within a challenging environment to meet the needs of markets 

and fulfill stakeholder's expectations The concept of strategy explains where the
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institution is aiming to achieve in the long term and organize which activities and resources 

that will have to be committed to achieve the intended goals

Mintzberg (1994) defines strategy as a plan, a pattern, perspective and position As a plan 

because strategy defines the means through which an organization moves from one state to 

another that is from bad to good state Strategy is also defines as a pattern since it is 

concerned with repetitive actions over a period of lime further, he defines strategy as a 

perspective since it provides a clear vision and a sense of direction of where the 

organization is heading to. Finally he defines Strategy as a position which means that 

organizations arc willing to offer particular products and sen ices to new markets other than 

the existing markets 'ITiis therefore implies that they are able to position themselves better 

in new markets by offering new products or serv ices

I’orter (1987) views strategy as what makes the corporate whole add up to more than same 

of its business units He further classifies strategy in two levels that is corporate level 

strategy and business level strategy Corporate level strategy defines what kind ot business 

the organization is in and also the managers should manage their various business units On 

the other hand business level strategy explains how to creute competitive advantage in 

each of the business unit in which the organization compete

Thompson and Strickland (2(X)7) argues that the concept o f strategy defines the various 

approaches that lop corporate managers use os to be able to able to achieve a better 

performance o f  the set of business in which the organization has div ersified to ITierefore 

he emphasize on the role of key business units managers to influence the strategic decision
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of the business units that they head to achieve cross business synergies and turn them into a 

gain of competitive advantage to the organization

Ansoff and Mcdonml (1990) deline strategic management as u process through which a 

firm manages its relationship with the environment in which it operates It involves aspects 

of strategic planning and management of change He argues that strategic management has 

the ultimate objective of developing corporate values and managerial capabilities and 

through it. the will focus the decision of the entire organization in one direction Porter 

(1980) outlined very clearly tlut ihc concept of strategic management provides the central 

purpose and direction that has enabled management of organization to adopt the changing 

environment

2.4 Strategic responses to Environmental challenges

Competition in the recent past has become one of the major challenge and factor that has 

contributed to the diverse strategic behavior among organizations in general Organizations 

in Kenya arc characterized by an aggressive competitive environment with u lot of 

competitors which calls from them to a* adjust and adjust their strategies often so that they 

can become strategically fit.

This is more common so for example in the banking industry in Kenya which is 

characterized by intensive competition and show aggressiveness for customer satisfaction 

and customer loyalty. This has posed a lot of challenges to bunks in Kenya hence there is 

need for banks to respond to these challenges which forces them to review their strategies 

so as to become strategically fit This is because of the fact that whenever there is rise in 

competition it has a negative influence on pnccs of a firm's product .its productiv ity and
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finally the wages due to employees will diminish leading to restructuring and downsizing 

of the organization as a result of the intensive competition.

Porter (1987) has outlined the various challenges and forces tint firms face from gaining 

competitive advantage, they include buyer and sellers bargaining power, threats of new 

substitute products and rivalry among products as out lined in his five forces model He 

further defines the various strategies and strategic responses that can be used by firms to 

curb with the various challenges within the environment in relation to competition They 

include cost efficiency strategy, product differentiation strategy, focus strategy, avoidance 

strategy and low cost strategy

Cost efficiency strategy, one of Porter's generic strategies is cost leadership .This strategy 

mainly focuses on how firms can gain competitive advantage by having the lowest cost in 

the whole entire industry (Porter 1987) lie argues that in order to achieve low cost 

advantage, a firm must have a low cost leadership strategy, low cost manufacturing and 

more so a work force that is willing and committed to the low cost strategy Tins helps to 

achieve cost efficiency strategy that will outperform competitors in the same markets In 

relation to the banking industry this can only be achieved when banks put the cost of their 

services as low as possible so as to gam customer loyalty and customer satisfaction

Product differentiation strategies refer to those strategics that strive to create unique 

products that cannot be easily matched or duplicated by other competitors This can only be 

achiev ed if firm's have a resource-based view strategy' (Porter 1985).This implies that the 

firms should have the resource capability to carry out product differentiation This can only 

be achieved through innovation and faster speed of services offered lo customers
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Pierce and Robinson (2007) argue that the differentiation strategies are aimed at achieving 

customer satisfaction and loyalty by stressing on attributes of a product that will allow 

firms to charge a premium price for their products.

Thirdly avoidance strategies focusod on environmental change that aims to raise market 

entry cost Mucndo (2011) outlines that the challenges of competition within the 

environment that a firm is operating on may take the form of increased prices, buildup of 

capacity which may require companies to fore-go short term profitability in the hope that 

they will maintain a long term presence in the muikct

Focus strategies refers to the type o f strategic response whereby a firm targets a specific 

segment of the market (Thomas & Strickland. 2007) They outline that a firm or 

organization can choose to focus on a selected customer groups and specific products that 

meets the criteria and the need of the selected customer groups This would go a long way 

to ensure customer loyalty hence boost the profitability of the firms Focus strategy 

depends upon an industry segment that should be large enough to have good growth 

potential that is o f importance to the nuyor competitors

2.5 Challenge* in the External Environment

The organization’s external en\ ironment includes the factors outside its boundancs that 

afl'cct its performance Although managers can control the internal environment, they 

have very limited influence over what happens outside the organization. Organization 

must respond to environmental changes They need to continually align their internal 

environment with changes in the external environment which can result in changing the 

mission and shifting priorities and goals (l.uisser, 2009)
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Pearce and Robinson (2003) argue lhai organizations are not closed systems since they do 

not operate in a vacuum They are instead open systems since they arc likely affected by 

the environment in their operation A firm's business environment can be broadly 

categorized into two categories micro-environment and macro environment. The micro 

environment involves those stakeholders in whom the organization with on a regular basis 

such as suppliers, distributors, employees and customers (Muendo, 20II).He argues that 

these groups are stakeholders who have direct interest influence on a manager's decision 

making

On the other hand a firm's macro-environment refers to all the factors that arc outside the 

organization also known as the external environment It includes all the relevant factors and 

influences outside the organizations boundaries Therefore a firm's external environment is 

infinite and consists o f all the elements outside the boundaries of the firm The firm's 

environment provides all the required inputs for the firm from which the firm produces the 

outputs which is finally delivered to the environments (Wachira, 2011) The firm's remote 

environment comprises of all political, economic, social, cultural, technological, ecological 

and legal factors

Political factors refer to the regulatory parameters within which a firm must operate and 

hence serves as a major consideration for managers when it comes to decision making Ihe 

knowledge of government regulation is gained through the scanning of remote env ironment 

which can help a firms avoid unnecessary confrontation with the laws that go\crn the 

environment They include the tax laws minimum wage legislation, tariffs and quotas all of 

which constitute the legal framework
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Kcologica! factors refers to the relationships and the coexistence between the environment 

and other living creature such as the air.soil and water that support them (Wachira, 

2011) lie further suggest that threats to our life supporting ecology is caused principally by 

human activities, the industrial society and therefore poses a major threat to the public 

welfare hence need for environmental legislation and its impact on corporate strategies in 

Kenya In Kenya. NKMA is tasked with the responsibility of carrying out environment 

assessment of any project that is undertaken by companies

Technological factors refer to innovations which serves as o means through which firms 

can respond to the various technical challenges that a firm facing within the environment It 

refers to all the creative adaptations that can suggest the possibilities for new products or in 

manufacturing and marketing techniques (Hammer, 1996) According to t.uisser (2009), he 

explains that few organizations operated today as they did even a decade ago. Producers 

not envisioned a few years ago are now being mass-produced Computers and internet have 

changed llie speed and the manner in which organizations conduct and transact business, 

and they are often a major part of a firm's systems process

Economic factors refer to the nature and direction of the economy w hich the firm operates 

It refers to all live factors within the economy that have a direct influence to die economy 

and aflocl strategic decision making by managers They include the consumption patterns 

that arc determined by the income levels hence firms need to evaluate the general 

availability of credit levels, interest rates, taxation rates and the propensity of people to 

spend money on certain products and serv ices
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Social factors are the effects that affect the organization and involve beliefs, values, 

attitude, opinions and lifestyles of persons in the firms external environment as it is 

developed from cultural demographic, religion, educational and ethnic conditionality hence 

therefore firms should align their strategics to counter changes within the social factor

2.6 Organization response to environmental challenges

Burton and Iliakur (1998) explains “the interrelationship between the organization and ns 

many environments are so numerous that at times, it is difficult to determine exactly where 

the organization ends and where its environment begins” (p. 80) Therefore the difficult 

arises when determine exactly what an organization should do in response to a particular 

situation in the environment 'live following arc suggested organization responses to its 

environment as suggested by Burton and Thakur (1998)

2.6.1 'flic boundary-spanning response

They explain that one o f the common reactions to its environment is through the 

management of information and therefore one of the popular information management 

techniques is the boundary-spanning process. The> explain that in every organization, (here 

arc boundary roles, or those positions dial link the organization with its various external 

environments. In this case boundary roles are filled by public relationship representative, 

sales representative and purchasing agents In this regard they convey information about 

the organization to the environment and convey information about the environment to the 

organization’s management
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2.6.2 Forecasting

Burton and Thakur (1998) explains that "successful organization must continually monitor 

the changes in the environment and make long-range plans for dealing with those potential 

changes" (p 80). Forecasting in this sense they explain that it involves a number of 

common techniques ranging from the simple task o f monitoring current events in news­

papers and journal to the more sophisticated number-crunching by econometric models of 

an industry’s complex factors

2.6.3 Strategic responses

Once forecasting processes have successfully identified potential opportunities and threats 

that lie in the future, it is necessary for the organization to develop a strategic response for 

exploiting the opportunities and defending against the threats One strategic response might 

be to simply do nothing or. at least, pause long enough to further analy ze the situation. On 

the other hand, the organization may decide to alter their existing strategy, to pursue new 

markets for old products, to introduce new products to old markets, or to introduce new 

products to new markets (Burton & Thakur (1998)
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter highlights (ho methodology that wasadopted by the researcher in order to 

execute the study and realize its objective It included the research design, data collection 

and data analysis

3.2 Research Design

Ihis research design adopted in this study was as a case studyapproach where the 

researcher focused on National Bank of Kenya This involved sampling National Bank 

branches and earning out an interview on their stalT. The fact tluit the bank is recovering 

from the past financial shocks, it was best to focus on such institution since it had the direct 

impact of the environment and which the study was seeking to finding answers to

Case study research design has been known to excel at bringing us to an understanding of a 

complex issue or object and therefore is helpful in understanding and research issue 

dearlylts importance comes in handy by the fact that us results can be applied to the 

institution which the study focused and this can be further applied to other institutions with 

similar characteristic^ Hammer. 1996)

3.3 Data Collection

The data collected in this research focused mainly on environmental challenges facing 

financial institutions in Kenya and the appropriate strategies aimed at overcoming these 

challenges The nature of the data collected was mainly elaborate discussions which the
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research documented from the respondents and the points noted and this formed the major 

pan of the discussion of this research

Ilte interview guide was sent to the potential respondents at least two weeks before the 

actual interview This is meant to give respondents ample lime find answers to some of the 

questions if they didn't have instant answers An interview guide pre-test was done by 

randomly selecting staff in one of the NBK branches w here they w ere interviewed and the 

responses noted, used to ev aluate if the quesuons to be asked during the interview will be 

able to answer the questions that the researcher sought to find answers

Data was collected from the top level managers of NBK. and to achieve this objective at 

least six respondents were targeted They included General Manager-HR. manager-credit. 

Manager Finance, various branch managers within the Nairobi region, manager K"l and 

manager corporate affairs. These respondents were resourceful enough to provide the 

required data.

The researcher further collected secondary data front published sources such as 

newspapers, websites, annual financial statements and the financial performance data 

available on the Nairobi Stock Exchangcw ith respect to NBK so as to compare and enrich 

the data collected from the interview.

23



3.4 Data Analysis.

Datu was analyzed using content analysis guided by the objective of the study to establish 

the responses used by National Bank of Kenya to challenges within the environment 

Content Analysis has been defined ns "a research technique for the objective, systematic, 

and quantitative description of the manifest content of communications" (Berelson, 1974).

Content analysis is a research tool focused on the actual content and internal features of 

media. It is used to determine the presence of certain words, concepts, themes, phrases, 

chaiacters, or sentences within tests or sets of texts and to quantify this presence in an 

objective manner

The research specifically used issues of reliability and validity The reliability of a content 

analysis study refers to its stability, or the tendency for coders to consistently re-code the 

same data in the same way over a period of time, reproducibility, or the tendency for a 

group of coders to classify the categories membership in the same wav. and accuracy, or 

the extent to which the classification of a text corresponds to a standard or norm 

statistically. (Berelson, 1974)

Advantages of content analysis are that it looks directly at communication v ia texts or 

transcripts, and hence gets at the central aspect of social interaction This method of data 

analysis also allows for both quantitative and qualitative operations can provide valuable 

historical/cultural insights over time through analysis of texts Limitation with this method 

is the fact that it can be extremely time consuming and also it is is subject to increased 

error, particularly when relational analysis is used to attain a higher level of interpretation
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CHAPTER FOUR: DATA FINDINGS, AND DISCUSSION

4.1 Introduction

The study had one main objective, which was to establish the strategic response undertaken 

by National Rank of Kenya to environmental challenges within the financial sector 

Primary data were colleclcdbv interviewing senior and junior NUK staff in the Nairobi 

head office and five working branches. The data were analyzed in relation to the study’s 

objective and the findings presented ut the various categories below

4.2 Respondents

Respondents interviewed during data collection included three General Managers from 

National Bank Head office located at National Bank Building in Nairobi, five branch 

managers drawnfromthe Times Tower branch. Hospital branch, Kcnyatta avenue branch, 

Card Center and Kitengcla brancheswcre interviewed The respondents also included four 

divisional managers drawn from four branches which include Kitengcla. Kenvatta Avenue, 

Hospital and Head office branches The respondent's tenure is os categories and analyzed 

in the table below;

Table 1: Respondent* Tenure

RESPONDENTS NO.OF YEARS IN FREQUENCY PERCENTAGE

TENURE TIIE BANK

General Managers 20-30 years 3 25%

Divisional 10-25 years 4 34%

Managers

Branch Managers 10-30 years 5 41%

Total 12 100%
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4.3Cli:illcnj>c* in undertaking strategic responses

As much as organization develop different strategies to minimize environmental 

challenges, there arc several challenges that these organization face llresc are outlined 

bdow>

4.3.1 Cost of implementing the new 1C I infrastructure

According to the general manager I d .  The ICT infrastructure adopted by the bank has 

brought great success in terms of service provision by the bank However according to the 

NBK product officer, there has been challenges in implementing the new technology 

Information gathered points out that the bank Kshs.300 million in acquiring new systems 

Apart from these costs, there is the cost of hiring trainers, length of time taken in training 

the staff' and the upkeep cost for the staff during the training Such cost adds more to the 

total expense records

4.3.2 Dishonest employees

The general Manager Human resource pointed out that the Success of any business lies 

with the staff who provide serv ices to the customers and outlined how the management is 

able to set policies which will ensure the staff provides quality services in a transparent 

manner However this has become a challenge in the financial sector where by the junior 

staff who are in most cases new graduates have a lot of experience with technology as 

compared to their bosses who may not be having wide experience with the use of 

technology.

As the NRK information technology staff explains, this oflen leads to a scenario w here the 

dishonest staff take advantage of this knowledge gap and perform transaction which 

defrauds the company lots of money, without the bank management realizing this, and if 

they do, then it is already too late Some of these dishonest staff collaborates with criminals 

who pose as customers and steal money from the bank This aspect according to the general
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manager strongly believes that it hinders the bank’s growth since they have to keep on 

dismissing and hiring new and competent employees which is hard to get from the market 

and poses a big challenge to the bank

4 J .J  High cost of training staff

Further the general manager Human resource pointed out that in the 21“ century, college 

education is not enough to ensure one performs his or her duties well in the work place 

There are rapid external and internal changes that are frequently adopted bv the financial 

sector and to keep pace with this, stall's have to be trained regularly to ensure they provide 

quality services to the customers. These changes include technological changes and 

adoption of new policies in the financial sector which means staffs are to be trained on this 

However the challenge comes in where the company has to use a lot of money in 

contracting firms with the skill to carry out the training Other cost arises from the fact that 

the in facilitating the staff during the training in terms of meals and transport apart from the 

cost of hiring the venue. Additional a lot of lime is used in corning out this training and 

this means fewer stall'left to attend to customers arc oflen under pressure to deliver

4.3.4 Increased service breakdown

The general manager operations pointed out that one of the challenges the bank is lacing is 

the issue of the increased service breakdown This lias manifested itself through delayed 

approval of loans He emphasized that N’BK'S customers are dealt seekers and they always 

look for a financial institution that can serve them within the minimum time possible.

However, live approval of loans takes weeks or even months depending on the availability 

of the required documentation Tins delay is costly especially when the customer or a firm 

has a limited lime frame to demonstrate that it can raise the required capital to cany out a
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particular task Moreover intrusive documentation is o f concern At the point of application 

for banking serv ices, some banks are known to be too demanding on documentation.

Customers feel that the documentation required (such as a tax compliance certificate) 

before the approval of the much needed loans is an intrusion into their financial privacy 

Discouraged by this exercise some customers have opted for other informal financial 

institutions that do not require too much detail The operations manager also pointed out tl»c 

bank has got challenges on flexibility which has a lot of impact on customer preferences, as 

they arc bound to react to the value added offerings lie noted Customers have become 

demanding and the loyalties are diffused since the bank is not serving them well need 

hence Customers want to have a sense of belonging that will keep them from seeking 

alternatives

He noted that the financial sector and the economy in general economy has become 

increasingly competitive, and there is a need for live bank to develop efficient products that 

can quickly satisfy a more demanding customer base und build long-term customer trust 

Therefore the bank has a challenge to optimize both internal and external innov ation, while 

seeking operational excellence at all levels Therefore the marketing manager meeting 

these challenges would require new business and marketing strategies that boost revenues, 

improve operational efficiency, cut costs, and enhance the overall management of the 

business She emphasized that in today's bonks are looking beyond traditional practices to 

new tactics and tools that analysts and thought leaders have identified as the best in the 

industry
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4.4 External challenges faced by the bank.

External challenges include those challenges that result outside the company's operations 

and which the company had very little control It results from the company’s interaction 

with the outside world in its process of service provision The following are the external 

challenges which were identified during the research process -

4.4.1 Economy

Financial institutions operate in an open economy where the impact of external 

environment usually felt at greater extent Growth in the economy means a subsequent 

growth in other sectors of the economy. In such situationfinancial institutions gain through 

increased savings and borrowing of loans by the public. However in case where there is a 

negative growth in the economy, the effect will be felt by financial institutions such as 

National Bank of Kenya and other w here there’s high tendency of decrease in savings, loan 

borrowing and repayment

4.4.2 Compctilivr hanking environment

The Marketing manager emphasized that increased competition within the financial sector 

has bocn one of the biggest challenges that live bank has faced is competition He further 

noted that with the liberalization of the central bank rules to the financial institution has 

caused Competition in the financial sector to rise at a phenomenal rate This is mainly as a 

result of increased change of customer’s needs, taste and differences. Other than customer 

base.the financial industry' is also characterized by an increased number of financial 

institutions within the industry that ha\c competitively designed and packaged products
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that have pulled customers from the major banks to micro finance institutioas and small 

banks within the industry.

This situation has kept a National Bank of Kenya on its toes to innovate products packaged 

to meet the needs o f the customers so as to maintain them Different financial iastitution in 

the sector is developing attractive products and providing quality of sen-ice to their 

customer which means if a bank does not keep the pace w ith the competitive environment, 

there is the likelihood of it being kicked out of business. Banks are imesling in technology 

so as to reach and internet with their customers with a lot of ease According to the NBK 

marketing officer interviewed, she reckons that due to competition, NBK lias lost a great 

deal o f its customers to other banks However she was categorical that the bank has put in 

place strategies to attack former and new customers

4.4.3 Increased frauds and money laundering

The operations manager pointed out that technological innovations are taking place at a 

very' high rate in all sectors of the economy and the banking sector has not been left out 

However with such advances, technology has become a double edged sword since despite 

great benefits it brings to the society, there is also Use negative side whereby cases of 

technology abuse have risen Banks are the latest victims of this crime where frauds and 

production of fake money has increased Banks are losing huge sums of money through 

online transactions while at the same time production of fake money has become a 

challenge for the staff to differentiate real and fake money

Money laundering has become a set back to the financial sector since this has been done 

with a lot of ease by tech-savvy indiv iduals w ho carry out this practice w ilhout being easily
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detected In addition, frauds involving staff and criminals ha\e led to the banks losing 

billions of shillingsand this has derailed banking operations. Despite light security 

measures put m place, the hackers come up with new techniques which banks have not 

been able to outdo

4.4.4 economic Liberalization and Regulation of business

There has been significant liberalization o f cross-border access to foreign banks Tins has 

seen increased entry of international and foreign banks into the country. Since some of 

these banks have a well-developed network of branches across several countries, their entry 

into the market poses great competition to the local banks such as National Bank of Kenya 

which are not well of Competition they bring in including lower lending rates and 

attractive interest rates which attract large numbers of customers These banks also have 

good technologies in place which is far bevond what the local banks have and therefore this 

creates high competition to the local banks.

Competition posed by external banks forces the government to enact legislation to guide 

financial operations in the country such as price control so as to control inflation resulting 

from large circulation o f money in the economy Such regulations may not be favorable tor 

the local banks thereby limiting their role of prov iding financial services to the public

4.4.5 Political influence

Banks often experience political influence in the process of proving financial services An 

interview with the human resource manager of National bank emerged that since the 

government has a big share in the company, some strong and influential politicians usually
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lake advantage by endorsing individuals of their own choice to certain managerial posts 

hence locking out qualified and cvperienced people from acquiring such posts

This often leads to poor decision making and policy implementation by such staff In 

addition, political instabilities such as the one experienced in the year 2007 led to foreign 

investors shying away from investing in Kenyan banks since during such period, 

destruction of property caused huge losses to investors, whom the bank depends for its 

success

In addition, there has been a situation where bills aimed at improved service provision by 

the financial institutions has been delay ed or even rejected by members of parliament, not 

because the bills arc not good, but because of their own selfish interest thereby hindering 

transformation in the financial sector

4.4.6 Industry Regulations

Hie constant evolution of local and international regulations is a major driving force in the 

banking industry The central banking regulations on the lending rates, enactment of bills 

guiding local ;uid international transaction, the minimum Central Bank requirement and the 

instability of the local currency against foreign currency lias been the other challenges 

experienced by banks

Hence the introduction of these new oversight rules and bodies has had a far reaching 

implication on the growth and performance of the banking industry according to the NBK 

marketing officer
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The other industry regulation has been on the security measures that need to be pul in place 

by the banks and other financial institutions The aim of this is to ensure security on 

clients'savings and investments especially cheque clearance, internet and mobile money 

transfer In as much as this is good, some of these regulations limit adoptions of new 

innovations in the financial sector.

4,4.7 Increasing and complex market demands

It has emerged that there has been increased and complex market demands from customers 

due to different emerging needs This may be attributed by die fact consumer preference 

keeps on changing and the financial sector should always try to keep this in pace

Therefore in as much as the banks and other financial institutions work hard to meet high 

and complex market demands which always come with extra cost in terms o f investments, 

them arc always left behind The situation worsens if the bank is not in position to 

strategically align itself with the new demands in the market since this often lead to 

customers moving to other banks.

Adopting some of these market demands require high skilled man power and technology 

which may not be available in African economies. Such situations usually attract foreign 

banks which have the capital and manpower in place to adopt the new market demands 

locking out the local banks
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Business in the financial sector is unusual There has been high degree of product 

innovation and the way financial operauons have changed dramatically as compared to 

previous years In this era. internet banking, agency banking and mobile banking are 

among some o f the new ways in which the financial sector has transformed

4.4.8 Sophistication in ways o f doing business

Change in mode of operations by these financial institutions has been influenced mainly by 

the high technological revolution experienced in this century These sophisticated ways of 

doing business has brought with it challenges such as security concerns, high capital 

investments, marketing of these new technologies and competition from other banks 

adopting these technologies

Hence for a bank or any other financial institution to remain in operations, has to adopt 

these sophisticated ways of doing business Otherwise failure to adopt this, they risk being 

locked out of business

4.5Adaptivc strategies adopted by the National Bank of Kenya

Having analyzed some of the major evicmal challenge that are faced by NBK from gaining

a competitive advantage, the study further reveals some of the strategic responses 

undertaken by the National Bank to respond to the challenges facing the financial sector. 

Some of the strategic responses were as follows



The NBK is adopting a new core banking platform and updating its infrastructure to 

effectively support Kenyan businesses for example, accommodating changing regulatory 

requirements - which will attract new trade finance customers At the same time, it will 

driv e down operating costs through the use of efficient technology

4.5.1 Investment in inform ation technology

In the year 2(X>6. NBK expanded its ICT infrastructure where they were able to extend 

service provision to their customers through increasing the number of Automated feller 

Machine (ATM) This was achieved through partnership with a third party service provider 

Pesa Point Limited This arrangement made it possible for the bank to provide services to 

their customers beyond the areas covered by the Banks' A I M network

Moreover the bank recently invested Kshs 2 2Billion to acquire a new banking system 

known as Bank Universal Fusion Banking systems This was a great migration from the 

previous Branch Power System which had challenges especially offline issues. The new 

system has helped in centralizing operations apart from improving efficiency and 

effectiveness in the operations of the branches According to the operations manager the 

BFUB system would help the bank go a long way to improving customer service and 

realize increased customer satisfaction

The bank lias also adopted mobile and internet banking so os to reach its customers 

wherever they arc The mam reason for this according to customer care officer was to 

address most of the challenges which their customers, both locally and internationally 

experienced such as having to travel long distance looking for an ATM and long queues in 

the banking hall 1 he adoption of this technology has cased congestion in the banking halls.
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the ability of customers to pay for their bills without having to visit the bank On the 

positive note, this has seen the revenue of the bank nse as a result of transactions earned 

out using mobile and internet In addition, adoption of this technology has put the bank a 

notch higher as compared to the other banks, who have also adopted the same technologies

The bank recently acquired Bank Fusion Universal Banking System (BFUB) worth 2 2 

Billion in the year 2011 to enhance networking between its branches and the head office 

The system has the capability of allowing transactions earned out in the branch transferred 

automatically to the head oflice and to other branches This has created a central network 

of all the company's transaction thereby enhancing efficiency in meeting customers' needs 

in terms of making deposits, withdrawal and more important reducing cost of lime spend in 

getting these services The BFUB systems have also led to increase accuracy by 

minimizing errors and decrease chances of frauds occurring

4.5.2 Product innovation and development

According to the marketing manager and some of llic branch managers interviewed in the 

study noted that part of the strategic responses that the bank has undertaken to respond to a 

competitive environment is Product innovation and development The bank has gone a long 

way to incorporate new products to the existing range of products This has come about as 

a result of increased competition and increased diverse customers’ needs accompanied with 

increased market niche.
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The bank has made efforts to launch new products which included the Taifa accounts, 

pinnacle accounts. Al-Mumin savings accounts for Muslims. Superchanu accounts to add 

to the existing range of saving accounts available to their customers Other than saving 

accounts the bank has made efforts to improve their lending product which 

includcsSuperchama loans and Stima loan that were not in their loan portfolio Moreover 

more strategic responses observed included the review of the mortgage policy that would 

include mongage for commercial and construction purpose other than the mortgage for 

residential purpose.

During one of the interviews with the sales manager, it emerged that that the bank has in 

the recent past developed new and attractive products These include different personal and 

corporate banking accounts which meet div erse customer needs. Loans offered by the bank 

also come with favorable interest rates and payment periods which attract customers

The bank has also been running promotions where customers arc encouraged to save 

money in their accounts and by doing this.lhey stand a chance of winning lots of prizes 

This has led to increased savings thereby widening loan lending base of the bank. All these 

products have proved to he very attractive and have gained a lot of appreciation to both the 

existing and new customers according to the product manager interviewed

Sim-ple banking is a new product developed by NBK Banking which allows its customers 

to receive short messages on their mobile phones containing up to-date information about 

the latest transactions on their Accounts, as well as information about new developments 

on products and services offered by National Bank to his customers It is the new Mobile
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Banking Service from National Bank, offering access to more than three times as many 

Bank Functions as any other service currently in the market in Kenya and the aim is to 

offer accessible

4.5.3 Advertising and Marketing Strategy

The company has diversified its marketing strategy through using different channels of 

advising their products and services Some of the means adopted by the bank is through the 

internet where the company has made its website user friendly by making it easy for 

customers to get information quickly on the products that arc being offered by the bank.

In addition, the bank has adopted the use of radio and Television, agents and through 

facilitation sporting major competitions such as uthlctics. Through such means, the 

company has been able to reach out to a large audience with information about their new 

products

4.5.4 Expansion strategy

ITie General manager of operations strongly feels that the bank needs to make its presence 

to be felt in every corner of the country and the region as a whole Therefore in respect to 

this The bank has gone a long way to increase its branch network from 37 to 53 branches 

between the year 2007 and 2011 The reason for doing this, during the interview was the 

fact that the bank was focused on reaching out to middle and low class customers hence 

increasing its customer base to approximately 3 million
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The bank also developed agency banking to reach as many people as possible and also to 

counteract high competition from other banks Other strategies aimed at expanding the 

banks operations including mobile banking which has reached even the interior parts of the 

country

In comparing the literature review findings and the research findings, the following were 

noted The literature, focused generally on the role of external environment on the 

operations of any organization The study of literature clearly showed that organization 

cannot operate successfully without considering its external environment in which it 

operates. On the other hand. Uie research focused on specific institutions and identified 

specific ways in which external environment influence operations of an organization

Tile literature Author brought into light some of the environmental challenges facing 

organization and the strategic responses Of major emphasize in literature is the fact that 

organization environment can be categon/ed into internal environment, task and general 

environment The research findings identified specific environmental challenges in each ol 

the category identified in the literature rev tew

In summary, the research findings and those identified in the literature corroborate Both 

studies emphasized the need of organizations to consider the influence of external 

environment in its operations, since this has a great influence on the operations of an 

organization
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CHAPTER FIVE: SUMMARY, CONCLUSIONS AND 

RECOMMENDATIONS

5. Introduction

This is a chapter on summary, conclusion and recommendations It presents the summary 

of the research findings based on the research objective The conclusion drawn on these 

findings and discussion are then presented. The chapter also presents the recommendations 

on policy and practice that draw from the studs finding. Finally, the chapter ulso presents 

the recommendations on policy and practice that draw from the studs findings Finally the 

chapter presents the limitations and suggestions further research

5.2 Summary

Ihe study findings on the strategic responses by national bank of Kenya to environmental 

challenges within the financial sector revealed that the bank has been facing a lot of 

challenges that poses a hindrance to us growth and its sustainability within an environment 

that has proofed to be very competitive. Tins has required that bank to define the various 

strategic responses that would assist the bank gain competitive advantage in the industry.

One of the biggest challenges is competition Ihis is mainly as a results liberation of the 

rules and regulation as have been stipulated by the banking act and CBK rules Tins has 

resulted into increased number of financial institutions and microfinance institution that 

have offered similar products as the major banks operating within the industry including 

National bank This has forced banks to come up with adaptive strategies that would enable 

them to respond to the challenge of competition.

Ihe second major challenges revealed in the finding include financial challenges Every 

financial year the bank always set targets of the various financial targets in terms of
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profits.loans and advances that they aim to achieve at the end of the year hut due to the 

competition and CBK regulations like interest rales have made the bank not to realize this 

objective until recently they realized a 10% decline in the profit levels.

Other challenges include changes in technology, increased frauds and money laundering, 

dishonest employees. High staff cost, and poor implementation of strategies In line with 

this the bank has adopted some strategic responses to he at curb with some of these 

challenges Some of the strategies to curb with the challenges includcUpgradmg 

information technology infrastructure expansion strategics, product innovation strategies, 

intensive marketing and advertising strategies, outsourcing and upgrading of the human 

resource policy strategy that emphasize on good management practice, staff training and 

performance contracting

Finally the study reveals that the bank has adopted strategic planning as one of live 

initiatives that the bank has undertaken to guide in its policy formulation und 

implementation to curb with the challenges that the bank is facing within its environment 

The Bank has a five-year strategic plan containing the strategic issues and challenges to be 

faced by the organization, the vision and mission statements, situational analysis, the 

proposed organizational structure and the proposed staffing levels, funding and revenue 

sources, a monitoring and evaluation framework, monitoring methodologies and evaluation 

mechanisms and finally key assumptions and risks

The strategic plan at National Bank of Kenya is broken down to annual work plans to 

facilitate us achievement and progress reports are prepared to evaluate their achievement 

The bank as part of its strategic responses to the challenges facing the bank, it
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hasinstitutionali/cd its strategics by adopting a new organization structure, policies and 

stall training

5 J  Conclusion

In conclusion from the study we can conclude that the challenges that is facing NBK and 

its branch network has caused a real threat to the smooth provision of sen ices to its 

customers And gain competitive advantage over other commercial bank that operates 

within the financial sector Therefore In this sense NBK needs to always counter this threat 

with the appropriate strategies and strategic responses to ensure that customers do not have 

a reason to change where they bank

Moreover customers arc always seeking for better deals and banks need to assist them by 

being as flexible as possible This study established that a number of challenges that NBK 

is facing within the financial sector They include high cost o f implementing ICT 

infrastructure, dishonest employees High cost of training, poor management 

structure.competition,increased frauds and money laundering.pohtical influence and CBK 

regulations. With these challenges in place they need to be addressed if the challenges arc to 

be contained in the bunk

Secondly the study found out the various strategic responses that the bank has undertaken 

to curb with the challenges They arc outsourcing.mvestment in ICT. product innovation 

and development advertising and dcvelopment.expansion of branch network strategies and 

revision of HR policy.
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In conclusion ihc quality of services provided by NBK and its ability to identify that the 

challenges facing the bank and the financial sector and more over its ability to come up 

with appropriate strategies to curb with the challenges will in the long run determine the 

survival of the bank and help it remain competitive advantage and maintain its status quo 

over oilier financial institutions within the financial sector

It will be of important to note that Customers will alw ays look for tailor made serv ices that 

satisfy their needs and financial institution have placed different dimensions help them 

identify the challenges within the sector, place appropriate strategic responses, define the 

service quality, these are reliability o f sen ices provided, and ns responsiveness

5.4 Recommendations for policy and practice

The results of this study points out the need for the gov ernment to put in place policies 

that w ill protect local financial institutions from high external pressure This should be 

done m consultation with the management team o f these financial institutions Such 

policies should be ublc to check on competition from foreign financial institution, clear 

mechanism that will ensure information technology is adopted and implemented in the 

right was Lastly policy aimed at minimizing political interference on financial 

institutions operation should also be put in place

5.5 Suggestion for further research

Tins study mainly emphasizes on the objective of revealing the various strategic responses 

used by NBK to the challenges facing the financial sector Though this study has mainly 

focused and has put more emphasis on the financial sector, but Kenya's economy is
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characterized by many industries that affect the growth of the Kenya's economv other than 

the financial sector Therefore this study recommends further studies on strategic responses 

to the challenges facing other sectors o f the economy like the agricultural sector, mining 

among others

Secondly, the study recommends further research on evaluation of effective strategies 

outlined in this study which can be adopted by the financial institutions, since this study 

limited itself to identifying the challenges and strategies put in place, without critically 

evaluating effectiveness these strategies.

5.6 I .imitations of the study

The limitation in the research study stemmed from bureaucracy There were a number of 

approvals that had to be made for authon/ation to conduct research. The respondents also 

had busy schedules making data collection difficult especially because the primary mode of 

collection was through an open ended interv icw hence the need to keep adjusting interview 

dates Finally, due to live varied nature of the responses from open ended interviews, 

content analysis was used in data analysis, this technique was lime consuming However, 

the researcher did look out for contraindications in the information given and no 

inconsistencies were found
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APPENDIX 1: INTERVIEW GUIDE

1. How is the financial progress of NBK over the Iasi 5 years?

2. What arc some of the challenges that the bank has been facing in its process of service 

delivery?

3 Of these challenges, which one(s) do you think ansc within the bank i.e. Internal 

challenges?

4 Which o f the challenges outlined aboxe, can be described as external, i e Emerge outside 

the bank's operations0

5 In your opinion, of the two categories of challenges discussed (internal and external) which 

one do you think has the greatest influence on the operation of the bank?

6 In overall, w hat are some of the strategic response that the bank has put in place to meet 

internal challenges outlined aboxe?

7 What about strategic response put in place by the bank against external challenges?

8 To be specific, what are some of the strategic responses put in place by NBK to -

a) The challenges o f competition from other banks?

b) Ever changing needs of its customers0

c) Marketing challenges?

9 Are there any strategic responses pul in place against technological challenges within and 

outside ns business environment?

10 Any strategic respoases put in place by the bank against social cultural environmental 

challenges?

11. What about NBK’s strategic response to the various economic challenges it faces?

12. What strategic response lias been pul in place against the political and legal environment'’

13. Arc there new strategics that the bank is using currently to address the various challenges 

facing the financial sector0
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14 What steps is NBK taking to ensure that they formulate proper strategies that would ensure 

the bank is well prepared to meet future environmental challenges'.’

15. Have there been any challenges in implementation of the above mentioned strategic 

responses by the bank’’ If there's what ore llicsc challenges and how what are banks 

strategic responses'7
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