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ABSTRACT
The banking industry must continuously adapt iterapons to the constantly changing

environment in order to succeed in business. Seukhemnges have taken place in the world
economies particularly in the banking industry. dnder to survive in this dynamic
environment, banks need strategies that are focusékir activities and deal with emerging

environmental and industry challenges accordingly.

Chase Bank Kenya Limited is a financial institutihrat is facing environments such as
global and dynamic. Within a span of two yearsafficial institutions with a heritage of one
hundred years have either ceased to exist or besprirad by more adapt players thanks to
the current global financial crisis. This crisis lisinging unprecedented change to the
financial services industry irrespective of orgaian size, focus or geography. This study is
set up to establish the responses being utilizedCbhsse bank in the face of increasing
environmental changes and industry forces. The diogective of the study was to determine
how Chase bank has responded to changes in theoemént. These are: technological,

economic, political and social factors.

The second was to determine how Chase bank haenasgp to changes in the industry
forces. Theses are: threat of entry, threat of tdubes product, bargaining power of buyers,

bargaining power of suppliers and competitive nyal

According to the study, the bank has been influenbg various factors which were
identified as being facilitators or challenges. Hoable facilitators unique to the bank were;
strong customer relations with recognition, opeynainic, youthful and energetic culture,
competitive foreign exchange pricing and branchvoet which is attractive to the High Net
Worth individual. The documented challenges arectimabersome and complicated banking
system, low brand awareness in the market, incdeesmpetitive rivalry, entrance of new

more dynamic players into the local market and miavklatility.

Chase bank has managed to be successful thusrfeanaging environmental challenges due
to the open-minded attitude of the management laungl gtrategic responses to these changes.
The future of the business will depend on how whedl bank is able to adjust their business

operations to the volatile environment. The redearmgests a study to find out how the firm
\"



formulates these strategies, specifically to deiteenfiactors which influence the choice of

strategies within the organization.

From the study, it is clear that Chase Bank recmmihe fact that it is working in a dynamic
environment. It also realizes that for it to sustgood performance, it has to continually
make changes so as to adapt to the environment.filfhesees the need to delight its
customers by satisfying their needs and exceetlieig ¢xpectations. The firm has chosen to

adopt a proactive posture.

vi
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CHAPTER ONE:
INTRODUCTION

1.1 Background of the Study
All organizations are environment serving. They @ependent on the environment for their

inputs and outputs. Therefore changes in the emwiemt trigger changes within the
organization. Strategic responses are hence requirany organization to enable it to cope

with the turbulence in the environment.

Responsiveness of an organization often dependbeotevel of turbulence in the external
environment. With increased turbulence in the ewtkeenvironment, an organization may
undertake some adaptations such as Product / Mehkegtges, Process changes, Structural

changes, Leadership changes, Technological chaagé$?olicy and Cultural changes.

Turbulence is not only confined to the externaliemment. Changes may emerge from the
internal environment, which is within the organiaat Changes in the internal environment

may be as a result of Management changes and Changeman Resources policies.

Ansoff (1987) noted that the environment is condyachanging. This therefore makes it

necessary for organizations to constantly align eedlign various activities in order to

survive in this turbulent environment. The orgati@as need to formulate and implement
strategies that will enable them to plan and actfudare eventualities. Strategy is about
winning. Strategy articulates how organizationgmat to combine their resources in order to
convert its broad intentions into organization dalitees (Schoenberger, 1985). Strategy
formulation therefore guides the actions and densimade by an organization and helps

them achieve long term survival and prosperity.

Various approaches have been adapted in the protessponding to turbulence in the
environment. Organizations may adapt either plaraqgatoaches or emergent approaches.
The planned approaches are predominant in thatnizagéons formulate pre-planned
methods in prediction of the changes likely to wdeuthe environment. These approaches
enable the organization to predict their positioreg certain changes in the environment.



Emergent approaches view environmental turbulergea acontinuous, open-ended and
unpredictable process for align and re-align araoization to the turbulent environment.

The two approaches are significant in Managingaese to change within any organization.

1.1.1 Strategic Responses

Strategy is about winning (Grant, 1998). While &éhex no dispute regarding the importance
of strategy in business management, there doeappar to be any agreement as to what
exactly is strategy or how exactly the ‘winning’ a&hieved. Indeed, there are as many
approaches to strategy but none are universallgpaed (Stacey, 2003). Likewise, Ansoff,

(1987) says that strategy is an elusive and someatdsaract concept.

When a firm's environment moves to a new turbuldecel, the responsiveness of the firm's
capability to the environment stimuli must also mde a different level. If the capability
fails to keep pace with the environment, the fisnin danger of losing its competitive

position and becoming unprofitable (Ansoff and Maripel, 1990).

According to Porter (1980), a firm’s attempt to lsee competitive advantage is based on
three generic strategies. First is striving for rallelow-cost leadership in the industry, the
second being striving to create and market unigueelycts for varied customer groups
through differentiation and lastly having a speeippeal to one or more groups of consumer
or industrial buyers focusing on their cost or elifintiation concerns. Porter (1985) further
emphasizes that competitive advantage arises fedecteon of the generic strategy that best
fits the organization’s competitive environment ahdn organizing value-adding activities

to support the chosen strategy.

Once the strategist has assessed the forces affemimpetition in his industry and their
underlying causes, they can identify the compastyesngths and weaknesses. The crucial
strengths and weaknesses from a strategic staecth@rcompany's posture Vis a Vis the
underlying causes of each force. Where does idsagainst substitutes? against the sources
of entry barriers? Then the strategist can devigkam of action that may include positioning
the company so that its capabilities provide thst lokefence against the competitive force;
and /or influencing the balance of the forces thtoatrategic moves, thereby improving the

company's position; and/or anticipating shifts e tfactors underlying the forces and
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responding to them, with the hope of exploitingra by choosing a strategy appropriate
for the new competitive balance before opponerdsgeize it.(Mintzberg et al, 2003).

Thompson, Strickland and Gamble (2007) outlined cbmpany’s five menu of strategic
responses. The first strategic choice is the Gen@ompetitive Strategic option, which
includes the cost of leadership, differentiatiord aiocus strategies. The second set of
strategic choices is the complementary strategimopvhich includes employing strategic
alliances and partnerships, mergers with or aaugiiother companies, backward or forward
integration, outsourcing selected value chain &g initiating offensive strategic moves
and employing defensive strategic moves. The thnal the Functional-Area Strategies to
Support the above Strategic Choices, the fourthgogming a Company's Strategic moves in
the market place and the fifth being the websit&tat)yy being employed.

The bulk of managerial time in business firms isaded to coping with uncertainties
induced by the environment; competitors’ movesnecaic fluctuations, availability of raw
materials, labour demands (Ansoff and Mc Donnel§9d). All organizations are
environment serving and therefore totally dependentthe environment. The small and
medium size enterprise (SME) sector in Kenya isamoexception to this inter-dependency
with the environment. The SMEs have to adopt slétalrategies for survival within the

highly competitive and volatile environment.

Changes in environmental conditions such as palitissues, socio — cultural effects,
economic stability in the country and advancemantechnology have resulted in the fund
coming up with new techniques to enable it suniivethe Industry. The environmental
turbulence has posed various challenges such asased competition, variations in
customer needs and expectations, increased knosvladd alignment to technological

advancements to the fund.

Burnes (2000) explains that because of politiaadnemic, social and technological changes,
the history of organizations has been that of chaagd upheaval since the industry age.
Since the pace and uncertainty of such changefuamy organization to organization, some
appear to operate under relatively stable conditiamile others operate under extreme

turbulence. Organizations therefore need to detexrthe level of turbulence experienced in



the environment and align themselves to the chamygerienced in the environment.
Strategy therefore is the match between an orgamige resources and skills, and the
environmental opportunities and risks it faces &ne purpose it wishes to accomplish
(Schendel and Hofer, 1979).

Banks have experienced major challenges causedthyelsternal and internal factors. The
Kenyan economy, in the 90’s and early'2Entury, has been very unstable and there has
been increased competition from other banks. malefactors that have affected banks’
performance were attributed to the fact that maamkb were ill prepared to handle demands
such as provision of diversified range of finan@alvices, demands on liquidity, foreign

exchange, credit products and capital finance abbgs (Mumbi, 2005).

In order to counter the challenges, the banks mesponded by offering financial services
under the umbrella of universal banking instituionThese include insurance brokerage
licensing and insurance premium financing. Bairlks Kenya Commercial Bank, Standard
Chartered Bank and Equity Bank have in additimmlemented changes which include but
not limited to change in reporting structure hewceating flat structure; restructuring of
some departments and division in order to centakey operational areas; review of
operational processes so as to improve efficiemzy effectiveness ; branch modernization
programmes so as to improve physical infrastrectind customer service and installation of
automated teller machines (ATMs) (Market intelige, 2008). Co-operative Bank of
Kenya has responded to the challenges by comingvitip new products and services
(Kathuku, 2004) and Kenya Commercial Bank has neded to the challenges by improving
internal resource capabilities through staff tnagnand reviewing of operational processes as
well, hence enhancing the bank’s business procéstesgo, 2003).

Chase Bank is operating in a rapidly changing emvirent. The bank, like any other market
participant is facing challenges from the extereaVironment. Technological challenges
such as undependable core banking system and flac&lole/internet banking is threatening
Chase Bank. Also, the bank’s cards are not intemmally accepted as they have no
international partnerships like VISA or Mastercarbgroduction of non-traditional players,

who now offer financial services products for ex#&nfafaricom through M-Pesa and



Nakumatt through the cash back arrangement witht{pank also poses a threat to Chase
Bank.

Economic factors such as interest and inflatioag&iave affected the availability of and cost
of capital, prices, costs and consumer demand®riducts. Increase in interest rates is
expected to reflect the higher risk of lending &inel increased risk of doing business. This

poses a challenge to Chase Bank as customersuwkiifor the best rates globally.

1.1.2 Chase bank
In 1995, Chase Bank was just an idea. That idedraaa its origins to when a group of local

investors got together to buy out a bank that uas under Central Bank of Kenya statutory
management. The bank effectively began its operaitiio January 1996 in the lake side town
of Kisumu, in Western Kenya. In 1997, the bank nibie headquarters to the capital city of
Nairobi. The Kisumu branch was closed in 2000 as glarationalization measures. Today
the bank has branches in strategic locations in dhe centre, at the village market,

hurlingham, parklands, Eastleigh and Mombasa.

The steady and sustained growth of Chase Bankcisn#bined achievement. The Bank’s
shareholders have shown their commitment with @guijection of funds. The clientele’s
continued custom and good faith have bolsterediéposit volumes. From its initial issued
share capital of Kes 75 million, in 1996, the sheapital has constantly increased over the
years through a combination of rights and bonusgeisgo stand at 600 million as at®31
December 2006. This growth can be attributed t@stor confidence in the institution and

consistent retention of earnings.

Chase Bank has enjoyed rapid growth over the lasetyears and is positioning itself as the
relationship bank. This growth has also broughtualmhallenges particularly in terms of
existing structures, systems, processes and proeeddor over 10 years Chase Bank has
been actively engaged in financing corporations iaddviduals in Kenya. They provide a
broad range of financing products for companies @mg@nisations and consumer financing
through our branches found within Nairobi and Mos®arhe bank caters for the discerning

top end of the retail market tier, high net wontldividuals as well as small and medium



enterprise segment. Their expansion and branchidoceeflect their strategic focus to serve

this selected market niches through their supremeparsonal banking.

1.2 Statement of the Problem

According to Ansoff and McDonnell (1990) organipais are environment dependent
and environment serving. Organizations are in ast@ot two-way interaction with the
environment. They receive inputs from the environtngansform or add value to them,
and return the outputs in form of goods and sesvitack to the environment. They
therefore affect and are affected by what happerka external environment, which is
beyond the organization’s control. Environmentarale creates pressure for change in
the organization and this means that they havedpand to relevant external change to

ensure that they survive.

The business environment within which the bankiegter operates has been very
volatile. The political anxieties, competition fromew entrants, social reforms,
technological advancement and globalization are esah the challenges that have
greatly affected the growth of this sector. Althbupere are numerous scholarly works
existing on the subject of strategy, most of theavehconcentrated on competitive
strategies of individual organizations. The resears extensive review of the literature

showed no study on the subject, particularly indbmtext of a whole industry.

Although some researches exist on strategies mokfin mature or declining industries,
they are mainly in respect to normal growth curveemeby a firm has to develop
strategies to survive in a mature market. Kotl&d8d) pointed out that organizational
change usually lags behind environmental changadi€a(2001) undertook a study on
the strategic responses to competition by TelcomyeKathuku (2005) also undertook
a study on the strategic responses to changesierthironment by the Co-operative
Bank of Kenyan as the Second largest commerciakdhaMigunde (2000) also

undertook a study on the strategic responses byd&&neweries Limited. They found

out that the organization had made some stratatfiptations in its products, markets,

and technology as well as making strategic alliance



While these studies have addressed various aspieeisponses to environmental challenges,
none focused on the strategic responses to emv@otal changes in the banking industry in
Kenya, especially the small upcoming banks, hehiestudy seeks to address the issue of
what strategies does Chase bank adopt to responchatlenges posed by changing

environment in the industry?

1.3 Objective of the study
This study has been carried out to explore theegfiaresponses by Chase Bank Kenya Ltd

to environmental changes in the banking sector.

1.4 Importance of the study
This study will help the management of Chase barikentifying factors of the environment

that affect their organization and hence be ablmake informed decisions and appropriate

strategic responses for continued survival and trow

Findings of this study will highlight pertinent igss regarding the industry which can help

government in policy formulation.

The research will be a useful source of referencedsearchers and scholars who might be
interested in carrying out future research basetherfindings of the current study. It will

also help fill the knowledge gap regarding strategsponses to environmental changes.



CHAPTER TWO:

LITERATURE REVIEW

2.1 The concept of strategy
Mintzeberg and Quinn (1991) define a strategy as phttern or plan that integrates

organizations major goals, policies and action eaqge into a cohesive whole. Porter
(1980), states that strategy is creating a fit agn@rcompany’s activities. The success of a
strategy depends on doing many things well notguistw- and integrating them. If there is

no fit among activities, there is no distinctiveastgy and little sustainability.

Thompson and Strickland (2002) define a strateghapattern of organizational moves and
managerial approaches used to achieve organizhtiectives and pursue organizational
mission. Strategy is the match between an orgaaoiZatresources and skills, and the
environmental opportunities it wishes to accompl{§cthendel and Hofer, 1979). It is
important to provide guidance and direction for #udivities of the organization. Strategy
can also be seen as the process of deciding afatwrse for a business and has a role on

organizing and steering the business in the attéonpting that future course.

Aosa (1992), states that strategy is creating &dttveen the external characteristics and
internal conditions of an organization to solvdrategy problem. The strategy problem is a
mismatch between the internal characteristics of aganization and its external
environment. The matching is achieved through ldgweent of an organization’s core
capabilities that correlate to the external enviment enough to enable the exploitation of

opportunities existing in the external environmamd organizations internal capabilities.

Bateman and Zeithaml (1993) define strategy adtampaof actions and resource allocations
designed to achieve the goals of the organizalfibe.strategy an organization implements is
an attempt to match the skills and resources obtganization to the opportunities found in
the external environment. They point out that eadjanization has certain strengths and
weaknesses. The actions or strategies the orgemzatplements should be directed toward
building strengths in areas that satisfy the want$ needs of consumers and other key actors

in the organizations external environment.



2.2 Strategic Response

Pearce and Robinson (1997) define strategic respamshe set of decisions and actions
that result in the formulation and implementatidrpans designed to achieve a firm’s

objectives. Mpungu (2005) sees it as a reactiomhat is happening to the environment

of the organization. Aosa (1992) asserts that nodpproach to strategic planning has
developed as a response to increasing challengssd#®y high levels of environmental

turbulence. When firms are faced with unfamiliaraees, they should revise their

strategies to match the turbulence level (Ansoff dasDonnel, 1990). Some of the

strategic responses firms use in different competiituations is the generic strategies

reviewed below.

2.3 Environmental Changes
According to Ansoff and McDonnell (1990) organipais are environment dependent and

environment serving. Organizations are in constawb-way interaction with the

environment. They receive inputs from the environthgansform or add value to them, and
return the outputs in form of goods and servicesklia the environment. They therefore
affect and are affected by what happens in therexiteenvironment, which is beyond the
organization’s control. Environmental change cregiessure for change in the organization
and this means that they have to respond to redexeernal change to ensure that they

survive.

Under deregulation market players have set them pvwofit margins (Nyoike and Okech,
1999). Sull (1999) wrote that when successful camgsa face big changes in their
environment they often fail to respond effectivelgcording to Miller, (1998) organizations
exist in a complex commercial, economic, politiceéchnological, cultural and social
environment. These environmental changes are ntonglex to some organizations than for
others. For survival, an organization must maingastrategic fit with the environment. The
environment is important and an organization hag$pond to its dynamism, heterogeneity,
instability and uncertainty (Thomson, 1967). Indiéidn, the competitive environment
continues to be driven by technological innovatjogkbalization, competition, extreme
emphasis on price, quality and customer satisfacticAs a result, organizations must

continuously create and innovate in order to sédgvant and be successful.
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Miller (1998) postulates that a sustainable contipetadvantage is achieved when there is a
strategic fit between the external and internaliremvnent. An organization’s external
environment includes economic forces, social-calfurdemographic, political and
technological, while its competitive environmentclude; competitors, customers and
suppliers. This external component should haveadeg)ic fit with the internal environment,
which includes the organization’s systems, policiesource capability and its corporate

culture (Pearce and Robinson, 1997).

Sauvé (2002) noted that the environment is a atifiactor for any organization’s survival
and success. It should be seen as a biospherddh wldividuals and organizations live over
the long term and as a community project in whizbé actively involved. It is a resource to
be managed and to be shared, hence the need ttivefieg manage the value chain system
and establish collaborations, partnerships andefoimvolved in social responsibility to
enrich this resource and enhance the corporateeiméghe organization. It is noted that,
many organizations are now more than ever beinglwed in social responsibility activities
since a good corporate image can also be a sourosoropetitive advantage (Price
waterhouse Coopers and Nation, 2001). It is impeyathat managers apply critical
investigation into the realities of the changingviemnment of this millennium through

enlightened diagnosis of the problems it poses.

2.3.1 Remote environment/Macro environment
The remote environment comprises factors that roaitgi beyond and usually irrespective of

any single firm’s operating situation (Pearce amdiRson, 2007). All organizations operate
in a macro environment which is defined by the mgsheral elements in the external

environment that can potentially influence stratedgcisions (Bateman and Zeithmal, 1993).

According to Scholes and Whittington (2005), thecronaenvironment consists of the broad
environmental factors that impact to a greateessér extent on almost all organizations. He
analyzes this environment using the PESTEL framkwdrich can be used to identify how
future trends in the political, economic, sociagchnological, environmental and legal
environments might impinge on organizations. If thieire environment is likely to be very

different from the past it is helpful to construstenarios of possible futures. This helps
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managers consider how strategies might need togehdepending on the different ways in

which the business environment might change.

2.3.1.1 PESTEL Framework
Political Factors

The political environment may create significanpogunities or threats for organizations.
The government can affect business opportunitiesugh tax laws, economic policies and
international trade rulings (Bateman and Zeithat8B3). Scholes and Whittington (2005),
identify government stability, taxation policy, &gn trade regulations and social welfare
policies as the main factors that play a significare in the political environment. He also
identifies several laws and regulations that impacthe legal factors. These include laws
relating to competition, employment, health andesafproduct safety and the environment
among others.

Pearce and Robinson (2007), states that the direaid stability of political factors are a
major consideration for managers on formulating pany strategy. Political factors define
the legal and regulatory parameters within whighftrms must operate. Political constraints
are placed on firms through fair-trade decisiom$itraist laws, tax programs, minimum wage
legislation, pollution and pricing policies and mgaother actions aimed at protecting
employees, consumers, the general public and theoement. Because such laws and
regulations are most commonly restrictive, theydtemreduce the potential profits of firms.

However, some political actions are designed teheand protect firms such as patent laws
and government subsidies. Thus, political factoes mither limit or benefit the firms they

influence.

Even though the banks are not that much affectgaobtical environment of a country. The
politics of Kenya can easily hinder the growth obank this is seen in some banks where
they are associated with one community. Harmorthiwithe coalition government as this
will be a key determinant of political stabilignd will ensure that the parliament and the

government work effectively.
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Economic Factors

Economic factors concern the nature and directiathe economy in which a firm operates.
Because consumption patterns are affected by tladivee affluence of various market
segments, each firm must consider economic tramdisel segments that affect its industry.
On both the national and international level, managnust consider the general availability
of credit, the level of disposal income, and thepensity of people to spend. Prime interest
rates, inflation rates, and trends in the growthtltdé gross national product are other

economic factors they should monitor (Pearce arfairiBon, 2007).

Scholes and Whittington (2005), identify businegsles, GNP tends, interest rates, money
supply, inflation, unemployment and disposable meaas being the significant factors that
affect the economic environment. Economic condgiohange over time and are difficult to
predict as periods of dramatic growth may be foddwby a recession. Even when times
seem good, budget deficits or other consideratiag create concern about the future. The
economic environment dramatically affects companadslity to function effectively and
influences their strategic choices. Interest afidtion rates affect the availability and cost of
capital, the ability to expand, prices, costs anohscmer demand for products.
Unemployment rates affect labour availability ahé tvages the firm must pay as well as

product demand (Bateman and Zeithaml, 1993).

The need to employ more sophisticated tools andoappes to assess credit and liquidity
risk. They need to prepare for more intense regojabversight of their management of
financial risk, operational risk and compliance.eTloles of regulators and the rating

agencies will also be redefined to better managieand compliance.
Technological Factors

To avoid obsolescence and promote innovation, m finust be aware of technological
changes that might influence its industry. Creati@eehnological adaptations can suggest
possibilities for new products or for improvemeimtsexisting products or in manufacturing
and marketing techniques. A technological breakthnocan have a sudden and dramatic
effect on a firm’s environment. It may spawn sopb&ed new markets and products or
significantly shorten the anticipated life of a m#acturing facility. Thus, all firms and
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mostly those in turbulent growth industries musivet for an understanding both of the
existing technological advances and the probabtarduadvances that can affect their
products and services. Technological forecasting balp protect and improve the
profitability of firms in growing industries. It afts strategic managers of both impending

challenges and promising opportunities (PearceRaidnson, 2007).

According to Bateman and Zeithaml (1993), a compaannot succeed without

incorporating into its strategy the astonishinghtemdogies that exist and continue to evolve.
Technological advances create new products, pragtuttchniques and ways of managing
and communicating. As technology evolves, new itrikgs markets and competitive niches
develop. For example, with the advent of computarbuge industry was created. Scholes
and Whittington (2005) identify the key contribigaiowards technological factors. These
include government spending on research, governarahtindustry focus on technological

effort, new discoveries, and developments, speedeohnology transfer and rates of

obsolescence.

Chase bank in the recent past has embraced ICE 8w keep abreast with changes in the
technological environment. Changes in methods @hmanication and increased use of
technology have forced the company to come up witite reliable and efficient ways of

serving customers. It is therefore important thea€2 bank should monitor changes in the
technologies that affect their operations and ntarkérms must be flexible and be ready to

innovate and adopt new technologies as they cormmpGell, 1990)
Others Factors

According to Pearce and Robinson (2007), the sda@brs that affect a firm involve the
beliefs, values, attitudes, opinions and lifestyles persons in the firm’'s external
environment, as developed from cultural, ecologidamographic, religious, educational and
ethnic conditioning. As social attitudes changedees the demand for the various types of
clothing, books, and leisure activities among athéike other forces in the remote external
environment, social forces are dynamic, with camstdange resulting from the efforts of
individuals to satisfy their desires and needs omtrolling and adapting to environmental

factors.
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Scholes and Whittington (2005) identifies populatidemographics, income distribution,
social mobility, lifestyle changes, attitudes tortv@and leisure, consumerism and levels of
education as the major factors that influence taas environment. According to Bateman
and Zeithaml (1993), social trends concerning haepte think and behave have major
implications for management of the labour forcerpooate social actions and strategic
decisions about products and markets. Today corapahat want to create or maintain a
competitive advantage are introducing more supp®rpolicies regarding maternal and
paternal leave, flexible working hours and child@car

Pearce and Robinson (2007) identify the most prentifactor in the remote environment as
being the reciprocal relationship between busimesk ecology. They define ecology as the
relationships among human beings and other livinggs and the air, soil and water that
support them. Threats to our life-supporting ecglogused principally by human activities
in an industrial society are commonly referred sopmllution. Specific concerns include

global warming, loss of habitat and biodiversity, water and land pollution.

According to Pearce and Robinson (2007), the glolmlate has been changing for ages but
it is now evident that human activities are ac@lag this tremendously. A change in
atmospheric radiation, due to in part to ozone etepi, causes global warming. Another area
of great importance is the los of habitat and hiediity. Ecologists agree that the extinction
of important flora and fauna is occurring at a dafgte and if continues, it could constitute a
global extinction on the scale of those found issibrecords. Air pollution is created by dust
particles and gaseous discharges that contamihateait while water pollution occurs
principally when industrial toxic wastes are dumpedeak into the nation’s waterway. Land
pollution is caused by the need to dispose of exaeasing amounts of waste and is more
dauntingly caused by the disposal of industriaidoxastes in underground sites. Johnson,
Scholes and Whittington (2005) identify environnairotection laws, waste disposal and

energy consumption as the key contributors to tivirenmental factors.
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2.3.2. Industry Environment

2.3.2.1 The Five Forces Framework
Inherent within the notion of strategy is the issafecompetitiveness, which deals with

gaining advantage over competitors. Michael Patéve forces framework was originally
developed as a way of assessing the attractivépesfg potential) of different industries. As
such it can help in identifying the sources of cefitpn in an industry or sector. According
to Pearce and Robinson (2007), the cornerstoneodie™s work first appeared in the
Harvard Business Review, in which he explainedfitheeforces that shape competition in an
industry. His well defined analytical framework pe&lstrategic managers to link remote
factors to their effects on a firm’s operating eowment. Every industry has an underlying
structure or a set of fundamental economic andnieah characteristics that gives rise to
these competitive forces. The strategist, wantingosition his or her company to cope best
with its industry environment or to influence tlevironment in the company’s favour must

learn what makes the environment tick.

Porter (1980) identifies five contending forcesttdave industry competition namely the
threat of entry, bargaining power of suppliers &uogers, threat of substitute products and

competitive rivalry.

Fotential
Entrant=s
Threat of
MNew Entrants
Industry
Bargaining Power Competitors Bargaining Power
of Suppliers _ of Buyers

Buvers

Suppliers - =
Rivalry armong
existing firms

Threat of
Substitute Products

or Service

Substitutes

Figure 1: Source: Porter (1985)
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Threat of Entry

According to Scholes and Whittington (2005), threhentry will depend on the extent to
which there are barriers to entry. These factoesirte be overcome by new entrants if they
are to compete successfully. These should be se@noaiding delays to entry and not as

permanent barriers to determined potential entrants

The seriousness of the threat of entry dependsherbarriers present and on the reaction
from existing competitors that the entrant can ekpH barriers to entry are high and a
newcomer can expect sharp retaliation from theeestred competitors, he or she obviously

will not pose a serious threat of entering (Pearad Robinson, 2007).

African financial institutions particularly the WeAfrican banks are focusing on expansion
across Kenya. A number have already establishesepce in Kenya like Eco Bank and
United Bank of Africa. This has posed a great thteaChase Bank as they have lost key

staff particularly at senior management to the bawnks.
Bargaining Power of Suppliers

Suppliers can exert bargaining power on participantan industry by raising prices or
reducing the quality of purchased goods and sesvi€@®werful suppliers therefore can
squeeze profitability out of an industry unablerégover cost increases in its own prices
(Pearce and Robinson, 2007). There is a significatrease increase in the core capital
requirement by CBK to improve the financial strdrsgof banks expected.

Bargaining Power of Buyers

Customers can force down prices, demand higheritquat more service, and play
competitors off against each other all at the egpenof industry profits (Pearce and
Robinson, 2007). Bank customers require banks fer séasonable interest rate. This is
forcing companies to rethink on how to capture @tdin customer. The banks need to focus
on creating unique product and services that mket nteeds and expectations of its

customers.
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Threat of substitute Products

Substitution reduces demand for a particular ctdsproducts as customers switch to the
alternatives, even to the extent that this clasgrofiucts or services becomes obsolete
(Scholes and Whittington, 2005). Introduction ofnfteaditional players who now offer

financial services products for example safaricomugh M-Pesa and Nakumatt through the

cash back arrangement with Equity Bank.
Competitive Rivalry

Johnson, Scholes and Whittington (2005) define aitipe rivals as organizations with
similar products and services aimed at the samwomas group. Rivalry among existing
competitors takes the familiar form of jockeyingr fposition using tactics like price

competition, product introduction and aggressiveeatising (Pearce and Robinson, 2007).

Chase bank faces competition from other banks sgckina bank, Prime Bank, Bank of
Africa as they all focus on the same customer gnebfch is corporate clients and Small

Medium Enterprises.

2.3.3 Operating Environment

The operating environment, also known as the coithgebr task environment comprises
factors in the competitive situation that affedtren’s success in acquiring needed resources
or in profitably marketing its goods and servicésong the most important of these factors
are the firm’'s competitive position, the compositiof its customers, its reputation among
suppliers and creditors, and its ability to attrapable employees. The operating
environment is much more subject to the firm’'s uefice or control than the remote
environment. Thus, firms can be much more proaciveoperating with the operating

environment than in dealing with the remote enuinent (Pearce and Robinson, 2007).

Bateman and Zeithaml (1993) points out that allaoigations are affected by the general

components of the macro environment. Each orgaaizatiso functions in a closer, more

immediate task environment. The task environmentgrees the specific organizations with

which the organization directly interacts. Thesg@anizations include regulators, labour
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unions, suppliers and customers. The organizatiamgmpetitors face the same task

environment whereas competitors are key compordrise another’s task environment.
Competitive position

Assessing its competitive position improves a fgnchances of designing strategies that
optimize its environmental opportunities. Developinef competitor profiles enables a firm
to more accurately forecast both its short and Itergh growth and its profit potentials
(Pearce and Robinson, 2007). When organizationpetarfor the same customers and try to
win market share at the others’ expense, all meettrto and anticipate their competitors’

actions (Bateman and Zeithaml, 1993).
Customer profiles

Developing a profile of a firm’s present and pragpe customers improves the ability of its
managers to plan strategic operations, to antieighanges in the size of markets, and to
reallocate resources so as to support forecastssinifdemand patterns. The traditional
approach of segmenting customers is based on cestq@rofiles constructed from
geographic, demographic, psychographic and buy&aweur information (Pearce and
Robinson, 2007).

Suppliers

Choosing the right supplier is an important stratedecision. Suppliers can affect

manufacturing time, product quality and inventaeydls. The relationship between suppliers
and the organization is changing in some compariedead of having many suppliers,

organizations are having fewer suppliers who hawdanlong term commitments to

cooperative relationships in which trusted supplgmovide high quality materials (Bateman
and Zeithaml, 1993).

Dependable relationships between a firm and itplgens are essential to the firm’s long
term survival and growth. A firm regularly relies ots suppliers for financial support,
services, materials and equipment. In additiompctasionally is forced to make special
requests for such favours as quick delivery, liber@dit terms, or broken lot orders.
Particularly at such times, it is essential foirenfto have had an ongoing relationship with

18



its suppliers. An important way for suppliers t@rease their power over customers is to

extend them credit (Pearce and Robinson, 2007).
Creditors

With regard to its competitive position with itseditors, the firm should seek to understand
whether the creditors fairly value and willinglycapt the firm’s stock as collateral, the
perception of the firm as having an acceptablerceobpast payment, strong working capital
position, compatibility of creditors loan terms lwithe firms profitability objectives and the

creditors ability to extend the necessary linesretlit (Pearce and Robinson, 2007).
Human resources

A firm’s ability to attract and hold capable empd@g is essential to its success. However, a
firm’s personnel recruitment and selection alteuet often are influenced by the nature of
its operating environment. A firm’s access to nekegdersonnel is affected primarily by the
firm’s reputation as an employer, local employmgaies, the ready availability of people

with needed skills, and its relationship with labanions (Pearce and Robinson, 2007).
Labour Unions

Historically, the relationship between managemerd @bour unions has been adversarial.
Troubled labour relations can create higher costs @roductivity declines. But declining
productivity and high quality overseas competitican create layoffs. To increase
productivity and competitiveness, management abduaare increasingly working together
in friendlier relationships (Bateman and Zeithah®193).

Unions represent the workers in their negotiatiam employers through the process of
collective bargaining. When managers’ relationshifith their employees are complicated
by the involvement of a union, the company’s apilt manage and motivate the people that

it needs can be compromised (Pearce and Robin86i).2
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CHAPTER THREE:
RESEARCH METHODOLOGY

3.1 Introduction
In this chapter, the research design, data cablecthethodology and data analysis, are

presented.

3.2 Research Design

The research was conducted through a case studywd&t assist the researcher achieve the
objective of the study. This research problem west Istudied through the use of a case
study. This is because from the underlying liteatabove, Chase Bank Kenya Limited
operates in the same competitive environment cdupi¢h common internal and external
factors. The case study method gave in-depth irdtion on the strategic responses of Chase

Bank towards competition from other banking insittns.

Young (1960) wrote that a case study is a compherstudy of a social unit. The unit of
study could be an institution, family, district,amunity, or person. Kandie (2001) argues
that a case study is a form of qualitative analygiere studies are done on institutions and
from the study, data generalization and infereramesdrawn. In general, a case study is a
gualitative study that has been narrowed down $peific unit but comprehensive enough

to give representative information for similar @niperating in the same environment.

3.3 Data Collection
Data collection procedures are the steps takemgare that the data collection captures the

desired objective the study using the data coblectinstrument (Robson 2002). The

procedures therefore adopted the interview guidiages collection instruments.

The respondents of this research were the senioagement staff of Chase bank. Such
senior management staff comprised the Chief Exeeudfficer, six divisional heads and

eight branch managers.

The interview guide has three parts. The first peas used to collect data on the general
background information. The second part was usezbllect data on strategic responses to
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the environmental changes while the third part wasd to provide data on strategic

responses adopted to the industry forces.

3.4 Data Analysis
The data collected in this study was qualitativedegnce content analysis was be used. The
researcher analyzed the data obtained to idemh\strategic responses applied by Chase

bank to the environmental changes in the bankidgstry.

This technigue has been successfully used by otsearchers such as Mwanthi, 2001,
Migunde, 2003, Ngunjiri, 2005.
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CHAPTER FOUR:
DATA ANALYSIS AND FINDINGS
4.1 Demographics of the respondents.

Table 1: Demographic information about the regondents.

Factors Category Number Percentage (%)
Gender Male 8 57%
Female 6 43%
Age 20-30 4 29%
30-40 10 71%
Education Undergraduate 9 64%
Masters 5 36%
Departments Operations 1 7%
Human resource 3 21%
Finance 2 14%
Business development| 4 30%
Customer service 1 7%
Procurement 1 7%
Information technology| 1 7%
Marketing 1 7%
Period worked at1-2 years 1 7%
Chase Bank
2-3 years 3 21%
Over 3 years 10 2%
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Table 1 shows the respondents were almost evestiyhiited in terms of gender with males
comprising 57% and females 43%. Out of the respaisgd@9% were between 20-30 years of
age and 71% were between 30-40 years of age. Nereeabove 40.

Regarding education, 64% had pursued a MasterseBeaghmile 36% had undergraduate level

of study.

Out of the sample, 7% were from operations, custoseevice, procurement, Information
Technology and marketing department. 21% were fnoiman resource, 14% from finance

and 30% from Business Development department.

Most of the senior management have worked for 8wsrars, 7% having worked between 1-
2 years, 21% having worked between 2-3 years afd Maving worked for over seven

years.

4.2 STRATEGIC RESPONSES TO ENVIRONMENTAL CHANGES

4.2.1. Vision of Chase Bank Kenya Limited
The organization has a vision for the future whgh

‘The premier Pan-African relationship bank offering one-stop financial solutions.

Majority of the respondents described competitiorthe industry as being very strong as
summarized in the table below:

Table 2: Extent of competition in the industry

Extent of competition Number Percentage
Weak competition 0 0%

Strong competition 1 7%

Very strong competition 12 86%

Hyper competition 1 7%
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From the table above, no respondent described ddiopeas being weak, 7% described
competition as being strong, 86% as being veryngtmompetition and 7% as being hyper

competition.

All the respondents indicated that they reviewrtis¢tiategies and this is usually done after

every three years.

4.2.2. Technological factors
The interviewee was asked to comment on how teolgical changes have affected their

organization and the strategies they have emplayedsponding to technological factors.
The following data was obtained:

Chase Bank has a cumbersome and complicated basystgm. The ongoing core banking
system has been a great challenge to the bankl é@s g@rocesses, policies, procedures,
controls and other supporting systems rely entioglyit. The system is slow and therefore
clients take a longer time to transact as comptaredher banks which have robust systems.
Also, the system is not in a position to handl&putansactions and this has seen consistent
system lapses.

Chase Bank’'s cards are not internationally accepedthey have no international
partnerships like VISA or MasterCard. This creaevice constraints and encourages multi-
banking for High Net Worth clients who would appege an international card. There is also

no mobile or internet banking to reach out cust@ner

Technology is driving customer interactions, sesvidelivery and operational costs.
Therefore the bank is focusing on changing the barking system by the end of 2010. The
change management team is currently developing sinéss case for the core banking
system, constituting a dedicated project team amedcarrently assessing what banking

software best suits the bank needs.

The bank has recently introduced internet bankergises to reach out to clients. Clients are
now able to obtain their account balances andraties by use of internet. Internet banking
is currently being introduced phase by phase abdh& gets feedback from selected clients

and employees for every phase introduced so asgmwve on the system.
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Plans to have the VISA cards internationally acegpare also in progress. The bank is
embarking on deepening money transfer servicesgoyng) up more partnerships to be able
to offer a variety with convenience to the businasg personal customers. The services
include the recent two new services which are esgoraoney and global transfer services.
Chase Bank has also continued to expand its ATNvarét in line with its strategy of

increasing service outlets and customer convenience

4.2.3 Economic Factors
The interviewee was asked to comment on how ecar@dnchanges have affected their

organization and the strategies they have employegsponding to economical factors. The

following data was obtained:

The general Kenya market and economic trends hase summarized in the table below:

Table 3: Kenya’s key Economic Trends

2002 | 2003 | 2004 2005 2006 2007 2008
Population 42% | 31% | 2.5% 3.0% 2.9% 3.0% 3.0%
GDP (%) 0.6% | 2.9% | 5.1% 5.8% 6.4% 7.0% 7.0%
Inflation 41% | 8.4% | 16.3% 7.6% 15.6% 12% 21%
Exchange Rate(USD)| 78.7% | 75.93% 79.28% | 75.55% | 75% 721% | 67%

Source: Economic Survey 2008 & Monthly Economic ieey August 2008.

Kenya’'s economy has been on the raise over thesiasyears. The political turmoil and

resulting clashes at the beginning of year 200&setya back economically. There has been
a lot of market volatility from the effects of tiggobal crisis. Retail customers are converting
some of their investments and assets to cash donaricet volatility. The increased demand

for liquidity has translated to a greater investtnercash or cash equivalent.

The key feature is the on-going global financiasist The effects are still unravelling and it
is difficult to tell its full implications. Howevermany experts expect the global economy

and liquidity to stabilize within a two year periothis has been a turbulent period for banks
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in particular presenting new risks and opportusifer growth and enhancement of business

operations.

The current economic downtown in the United States&merica and increased liquidity
levels due to government intervention in the gloliabncial industry has prompted
significant changes in exchange rates. This hasechaurrency volatility particularly with
regard to the US dollar. The global economic dowmtdnas contributed to reduced Foreign

Direct Investments specifically from the Diaspdmagign investors and donors.

Chase bank has considered focusing on local maikek® short term and is in the process
of creating new innovative products to reduce #leamnce on financial income and foreign
exchange gains. Apart from focusing on only thenhimgt worth clients, Chase Bank has

shifted its strategies to also focus on Small amdliMim Enterprises.

The global economic depression has seen banksaddat lending rates on fixed deposit
accounts in order to cut costs. Chase Bank hagisagntly reduced its interest rates on fixed

deposits.

Changes in the economy have affected people’s ircamich in turn affects the saving
power. This has significantly affected the bank&paisit base and ability to grow. Chase
bank has employed the strategy of continuouslyaygtessively skewing their advances to

increase short term lending and lending has bestriated to being below 5 million.

The bank has also significantly reduced some offéss and commissions like for

withdrawing against uncleared cheques, bankersugsegnd bankers drafts.

4.2.4 Political factors/ Government Directives.
The interviewee was asked to comment on how palitthanges have affected their

organization and the strategies they have emplayadsponding to political factors. The

following data was obtained:

Research conducted on political factors that affehtise Bank showed clearly that the

Central Bank of Kenya (C.B.K) regulations have gyeaffected the Bank.
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The regulatory changes in the regulatory framewvg@kicularly in terms of governance, risk
management and capitalization have had an impatieperformance of Chase Bank. The
Central Bank of Kenya (C.B.K.) has repeatedly pminbut that the financial market is over
banked and has created a need to raise the capB&l.has raised the core capital of all

banks which should be at Kenya shillings one hilloy the end of year 2010.

CBK also requires all banks in Kenya to be ISOifted by the end of year 2009 and this
requires that all customer files should be havéhallrequirements for account opening. Such

documents are like utility bills, pin certificateyurce of funds among many others.

Chase Bank has focused on strengthening their b@ard senior management teams to meet
the regulatory requirements and stringent revielve bank has recapitalized to meet the

new requirements by the CBK.

In order to reach the core capitarget of Kenya shillings one billion by the end ya&far
2010, the bank has embarked on targeting Kenydirgsil Lbillion increase in capital for
each year till 2010. The bank has also introdueas shareholders under private placement
SO as to receive new capital injection. The baisk akceives additional share capital from
current shareholders. It is also focusing on idgmniy potential sources of long term debt
that would strengthen core capital position. Thisr@also a plan to partner with strategic
investors. They are still evaluating partnershig arvestment opportunities so as to receive

new capital injections from strategic investors.

To acquire the ISO certification from CBK, the bdrmds employed the risk and audit team to
go through all the customer files and ensure allrtbcessary documents are present so as to

get approval from CBK.

Chase Bank has taken an integrated and comprekeagproach to CBK compliance

requirements to boost efficiency while at the saime improving risk management.

4.2.5 Social factors
The interviewee was asked to comment on how sodmnges have affected their

organization and the strategies they have emplayegsponding to social factors. The

following data was obtained:
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Other factors that seemed to affect Chase Bankauial factors, but to a very small extent.
Due to the differences in culture, Chase Bank bas she need to introduce Islamic banking.
The bank has appointed sharia banking champioaaryéranch, rolled out Islamic banking

products and acquired sharia banking computerstatidnery.

Islamic Banking has changed overtime whereby mutdisiies prefer being served by their
fellow ladies. Chase has employed muslims and lessgded counters specifically for

serving muslims and has ensured that muslim ladeserved their ladies.

4.3 INDUSTRY FORCES

4.3.1 Threat of entry
The interviewee was asked to comment on how tlufeantry has affected their organization
and the strategies they have employed in resportdirigreat of entry. The following data

was obtained:

There is entrance of new more dynamic players th# local market. African financial
institution particularly the West African banks afecusing on expansion across the
continent. A number have already established poesenKenya like ECO Bank and United
Bank of Africa. This has posed a great threat t@¥ehBank as they have lost key staff
particularly at senior management to the new bamid it is only a matter of time before
Chase Bank clients move their accounts to the reaws

Entry by the Islamic banks like Gulf Bank and Fi&mmunity Bank (F.C.B.) had also
posed a great challenge to Chase Bank as theydaged off most of the bank’s Islamic
clients. The Chase Eastleigh branch almost weat laige loss with the entry of the Gulf

African Bank in Eastleigh.

Chase bank is currently focusing on building stymtepartnerships with other financial
institutions in the region. Currently, there is larpfor Chase Bank to partner with United
Bank of Africa, though it has taken too long foistplan to be implemented.

Chase Bank has also introduced Islamic banking¢addoss of its Islamic clients to banks
such as Gulf Bank and FCB. The bank is focusingswangthening Islamic banking by
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rolling out more innovative Islamic banking prodsicand has appointed Sharia Banking

champion in every branch.

4.3.2 Threat of substitute product
The interviewee was asked to comment on how tlofestibstitute product has affected their

organization and the strategies they have emplayecksponding to threat of substitute
product. The following data was obtained:

Introduction of non-traditional players who offemdncial services products such as
Safaricom through M-Pesa and Nakumatt, throughctsh-back arrangement with Equity
Bank has brought about challenges to Chase BanRes& has revolutionalized how Kenya
people send or receive money, with a majority prafg to use this service as compared to

transacting through banks.

Chase Bank has formed a strategic partner with B&Rar purposes of growth. The bank has
also increased its retail network through partripsstvith money transfers such as PesaPoint.

Chase has also incorporated new relationship ptatkwelopment such as bancassurance. It
has developed and implemented products, strucamdscontrols of offering the insurance

and assurance services in their outlets.

4.3.3 Bargaining power of buyers
The interviewee was asked to comment on how bargapower of buyers has affected their

organization and the strategies they have emplayegsponding to bargaining power of

buyers. The following data was obtained:

In this case, the customers of Chase Bank are uler. Customers will look for the best
rate rates globally taking into consideration timpact of exchange risk. Client will shift to
the banks with the best interest rates. They preeteaink that has products suited for all their
needs and with favorable prices. Chase Bank’s tslieave moved to other cheaper banks
such as Equity Bank Limited, as they have constti€¥hase Bank to have highly priced
products and the majority believe that Chase Ban& bank for only the High Net Worth
clients. Until 2007, Chase had put all its focuscorporate clients.
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The bank has increased flexibility by shifting fitgus to Small and Medium Enterprises. It
has introduced retail products such as the In&amer account, Raia Salary account and the
Crystal Savings account which is cheap to openiamnglitable for the low and medium

classed individuals in the country.

Chase bank has also reduced its lending rates 2d®nto 18% but this is applied on a case
to case basis. It has become fairly flexible inmi® of lending rates as compared to other

banks.

4.3.4 Competitive Rivalry
The interviewee was asked to comment on how comtetrivalry has affected their

organization and the strategies they have employegsponding to competitive rivalry. The

following data was obtained:

Competitive rivalry has been on the increase infitnencial sector. There is increased price
competition among players and low differentiatidmpoeoducts between competing banks.
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The table below represents the key competitors@gment.

Table 4: Competitor Evaluation per segment

Segment Main Competitor Strength
High Net Worth | CBA Legacy, strong IT platforn
individuals and IT based product

BBK (Prestige and Premier)

SCB(Excel and Priority)

superior CS, positioning as
HNW bank.

Defined models for HNW

clients.

)

a

Corporate clients Imperial Bank Strength in lending, pricing
_ and flexibility.
Bank of Africa
Fina Bank
Prime Bank
Retail clients NIC Bank IT platform, value added
services like debit card
SCB
services, ATM network
BBK defined asset products and
i established brand names.
Diamond Trust Bank
SME Fina Bank Well positioned and focused
) in this area, strong in
Equity Bank _ o
lending, pricing, fast
K-Rep Bank turnaround time, flexible and

well defined products.

Source: Chase Bank Analysis
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An analysis of the financial performance of ChasmlBagainst its competitors is provided

below:

Table 5: Competitor Financial Analysis, 2007

Aspect Chase | CBA NIC Imperial | Fina

Kshs Kshs Kshs Kshs Kshs

‘000 ‘000 ‘000 ‘000 ‘000
Total deposits 4,905 36,101 24,806 9,750 9,703
Total advances 69.05% | 50.54% | 92.23% 75.23% 69.47%
Cost income ratio 56.11%| 52.15% | 51.97% 57.78% 77.27%
Core capital/total deposit liabilities 15.56% | 9.93% 16.36% 16.95% 9.25%
Core capital/total risk weighted assets | 15.67% | 13.47% | 15.78% 17.90% 13.80%
ROCE 25.76% | 30.01%| 22.16% 35.69% 9.97%

Source: The Banking Survey Kenya 2008.

The analysis highlights the need for Chase Banlgrmw its deposit base to remain
competitive within its selected target markets.tld¢ same time, with a total advances to
deposit ratio of 69%, it demonstrates Chase Bastké&tched lending base indicating the need

to grow its deposit base, a strategic focus thah&ed by its competition.

It is therefore not surprising that all its compm® are aggressively growing their branch
network. The cost to income ratio ranges from 52k WIC and CBA to 77% with Fina
Bank.

Admittedly, Fina Bank’s change of strategy to foamsthe SME market is still at the initial
stages and this may contribute in part to it behgutlier. All other comparator banks fall
within the 52% to 58%. Chase Bank has the oppdstusfi being one of the lowest cost
operators within its comparator group. Indeed taild increase its margins to 30% range

like CBA or Imperial Bank.
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Chase Bank has been one of the lowest cost in cesions for withdrawing against
uncleared cheques. It gains a 2% commission oartf@int withdrawn as compared to other
banks like Equity Bank and BBK which are at 3% a®d respectively. Chase also has
competitive foreign exchange pricing compared teobanks.

Chase Bank has also embarked on longer custonezaation time by extending the bank’s
opening hours. The bank opens its doors at 8.30ahtkses at 4.00pm on weekdays, and
opens at 9.00am and closes at 2.00pm on weekerajsrity of the banks like BBK and
SCB open at 9.00am and close at 3.00pm on weelalayopens at 9.00am and closes at
11.00am on weekdays. This has seen clients sbift other banks to Chase Bank due to

flexibility on the opening hours.

Chase has also continued to expand its ATM netwotke with its strategy of increasing
service outlets and customer convenience. The haslkalso introduced internet and mobile
banking services to reach out to customers anddoce on the long queues in the banking
hall.

The bank has focused on strong customer relatiatimsracognition. Chase bank has created
and built customer value by delivering innovativeducts and maintaining strong customer
relations. This includes enhancing stake holderfidence through enhanced return to
shareholders and additionally undertaking its caaf® social responsibility activities to
demonstrate due care to the community it servethitmway, the bank has grown with its

clients.
Bargaining power of Suppliers

The interviewee was asked to comment on how bargapower of suppliers has affected
their organization and the strategies they havel@red in responding to bargaining power

of suppliers. The following data was obtained:

Chase bank has not been affected by the bargapomgr of suppliers. The suppliers of
goods such as stationery and furniture have handhgased or reduced the prices or quality

of purchased goods or services.
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CHAPTER 5:

CONCLUSION
This chapter presents the summary, discussion @amdusions from the research findings. It

also includes limitations of the study, suggestifmmdgurther research and recommendations
for further study.

5.1 SUMMARY, DISCUSSION AND CONCLUSION.
In this section, the results of the study are surmed, discussed and conclusion drawn. The

presentation is in order of the objectives of ttuglg. The objectives of the study were one to
establish how Chase Bank perceives changes in mkgoement and industry forces

affecting the banking industry and two, to detemnitne responses of Chase Bank in
addressing the environment and industry forcesh\Wéspect to these objectives, the study
showed that firms cannot remain reactive in the faicchanging environment. Chase Bank

has had to come up with strategies to respond ppptely to the environmental changes.

On the perception of Chase bank to environmentahghs, the organization perceives the
economical factors as the most environmental fabttrhas affected it. This is mostly due to
the Kenya’'s economy that has been on the raise theetast three years. The on-going
financial crisis seems to be the key feature ansl reduced Foreign Direct Investments
specifically from the Diaspora, foreign investoradadonors. However, the bank has
responded to this by considering focusing on lonafkets in the short term and is in the
process of creating new products to reduce thammedi on financial income and foreign

exchange gains.

The bank also seems to be affected strongly byntdohical changes. Chase bank has an
undependable core banking system which is compliaati cumbersome. But there are still
plans to changing the system by the end of 2016.slstem cannot handle bank and this has
caused system lapses every other time. Howevelhdhk is doing well in terms of cards.
Their cards are internationally accepted and ths éncouraged multi-banking for the High
Net Worth clients who appreciate international saithe organization has also implemented

mobile and Internet banking.
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On the perception of the bank to industry forchs, drganization perceives the intensity of
competition as very high. There have been manyaet#rin the industry. This increases the
bargaining power of customers. Customers are deimgrdgh quality services at lower

costs. Clients are increasingly becoming award&eif rights and have very many alternative

banks to move to.

Chase bank is operating in a free market theredotey to the industry is not prohibited. The
biggest threat the firm is facing is the fact thadoes not advertise to make itself aware to
the consumers but its rivals such as CBA, Fina Bamk BBK are aggressively advertising.
Without advertising, it is difficult to reach theaarget markets .

Chase bank is also affected strongly by competitidost people perceive Chase bank as a
bank for the rich people and most clients tend twenaway from the bank to other cheaper
banks with better rates. From the interview guitieas clear that most of the organizations’
products seem to be more expensive than for otaeks But plans on how to reduce the

prices are still being discussed.

As a conclusion to the discussion above, it isrdlleat Chase Bank recognizes the fact that it
is working in a dynamic environment. It also reefizhat for it to sustain good performance,
it has to continually make changes so as to adaibtet environment. The firm sees the need
to delight its customers by satisfying their neadd exceeding their expectations. The firm

has chosen to adopt a proactive posture.

5.2 LIMITATIONS OF THE STUDY
The organization could not disclose all the detaflsts operations because information on

competition is considered confidential. The indys$tas many players thus other firms in the
industry could use information from one firm foethadvantage. The firm was not willing to

discuss the nature of its internal environment. fitme was not also comfortable discussing
the specific strategies that it intends to usédnenftiture to compete. This limited gathering of

relevant information.
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The study was also carried out within limited tian& resources. This constrained the scope
as well as the depth of the research. In additi@cause the research utilized a case study
design, the findings cannot be used to make gematiahs regarding planning in other
banks in Kenya. Also, the environmental changesstlletaking place and the bank is still

responding to these changes.

This study focused on the senior management staéflved in strategic issues. It proved
extremely difficult to access the Chief Executivifi€@r and this made the researcher opt the
views of head of departments and branch managérs. Chief Executive Officer has a
deeper understanding of strategic issues and wwaud given more clear responses.

5.3 RECOMMENDATIONS FOR FURTHER RESEARCH
A further study can be carried to outline the stgat responses to environmental changes by
other banks in Kenya.

The organization gave strategies that it is applyin response to the changes in the
environmental and industry forces. It may be irdgng to find out how the firm formulates
these strategies. Specifically to determine factagch influence the choice of strategies

within the organization.
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APPENDICES

Appendix (1): Interview Guide

Section One: General Background Information

. Name of employee ------=-=s-mmmommm e e e
. What IS your gender-------=----mmmm oo
. What iS your age---=-=======smsmememe e e e e e oo e

. What is your level of education -----------=-=-—mmmmmmmmmm oo

. Which department do you work for---------------——-mmmmmmm oo

. How long have you been employed by Chase bank——-----------------—---
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Section Two: Strategic Responses to Environmentall@anges

7. Does your business have a vision for the future?
8. How do you describe competition in your industry?

a) Weak competition []

b) Strong competition []

c) Very strong competition [ ]

d) Hyper competition []
9. Do you regularly review your strategies?

10. Please state how the following changes havectaidi your organization and the

strategies you have employed in responding todaheviing factors:

a) Technological Changes
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b) Economical Changes
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Section Three: Responses adopted to changes inustry forces.

11. Please state and briefly explain the natuhahges you consider to have occurred in

each of the following factors and strategiegployed in managing these factors?

a) Threat of entry
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d) Bargaining power of suppliers
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