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\IISTK U  I

11k  banking industr> in Kenya has been in the upwards trend in terms o f development 

and growth This has lead to an increase in the number of hanks in the country and 

opened an environment tor serious competition. I he banks have used many strategies to 

outclass their competitors and one o f the major problems tlicy are currently facing is how 

lo maintain and successfully manage the different kinds of employees they have.

Kenya Commercial Bank being one of the leaders in the market has not been left out in 

the competition. The bank lias managed to expand its network not only in Kenya hut also 

in the entire Fast African Countries. Despite being one o f the leaders in the industry, the 

bank has not been exempted from the challenges resulting from competition It has in the 

past witnessed an increased number o f employees mo\ ing to other competitors due to 

poaching and offers o f better terms o f employment. Ihe bank normally develops 

strategies each financial year to enable it meet its financial needs and to work in line with 

its mission; to drive efficiency whilst growing market share in order to Ik  the preferred 

financial solutions provider m Africa with global reach, and vision; to be the Preferred 

Financial Solutions Provider in Africa with Global Reach

The Kink has over the years been using the balanced scorecard to manage its employees. 

TIk  balanced scorecard is a management system (not only a measurement system) that 

enables organizations to clarify their vision and strategy and translate them into action. 

The balanced scorecard was developed in the early I W s  by Kaplan and Norton o f 

Harvard Business School Recognizing some o f the weaknesses and vagueness of 

previous management approaches, the balanced scorecard approach provides a clear 

prescription as to what companies should measure in order to balance' the financial 

perspective ( Arvcson I *)<)« >

K( B as a banking institution will be the ease study for this project. The project will seek 

answers on how banks use the balanced scorecard as a strategic management tool. Its
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results should help other Kinks to improve their management process and have a 

competitive edge on other players in the industry . It will also enable them to remain 

relevant in the industry and help them identity the challenges faced by banks in the use of 

the balanced scorecard



\cronvms and Abbreviations

i. KCB Kenya commercial Bank

ii \ :(i<> Non Governmental Organizations

1,1 BSC Bnlunced Scorecard
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vi. SACCOS Savings and (. redit Co-operative Societies 

vii USD United States Dollars
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xi ( 'F O  —C hief Executive Officer
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CIIAPTKKONK

INTRODUCTION

1.1 Background

According to Kaplan and Norton (1996) the collision belween the irresistible force to 

build long-range competitive capabilities and the immovable object o f ihe historic cost 

financial accounting model has created anew synthesis called Ihe balanced 

scocccard.BSC is more than a tactical or un operational measurement system Innovative 

companies arc using it as a strategic management system, to clarify and translate vision 

and strategy, communicate and link strategic objectives and measures plan, set targets 

and align strategic initiatives and to enhance strategic feedback and leaming.KCB being 

one o f the players in the competitive banking industries has not been left behind in 

employing the BSC as a strategic management tool to remain relevant in the market.

I.I.I Balanced scorecard

Ihe BSC is a management system (not only a measurement system) that enables 

orguni ah ions to clarify their vision and strategy and translate them into action. It 

provides feedback around both the internal business process and external outcomes in 

order to continuously improve strategic performance and result (Aversion. 1998). 

According to Kaplan and Norton. 1996 it is "system o f linked objective, measures, targets 

and initiatives which collectively describe the str.itegv o f the organization and how the 

strategy can be achieved.

Kaplan and Norton (1992) divide the BSC into lour quadrants o f measures: financials, 

customer, internal business process and learning and growth. Ihe BSC philosophy 

assumes that an organization's vision and strategy are best achieved when the 

organization is viewed from four perspectives (Drury. 2004). Kaplan and Norton (1992)
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argue that adoption o f  ntcasures from the tour quadrants arc not mandator). rather it is 

the need to establish measures that link them to an organization's strategy that guides the 

adoption

1.1.2 I he Hanking Industry in Kenyu

According to the law o f  Kenya, the banking Act Chapter 488, a bank means a company 

■which carries on. or proposes to carry on. banking business in Kenya and includes the 

Co-operative Bank o f  Keny a limited but docs not include the Central Bank.

I he hanking industry in Kenya comprises the Central Bank o f Kenya ns the regulatory 

authority with the regulated being commercial hanks, non bank financial institutions and 

foreign exchange bureaus. As at 31 December 200*). the banking sector comprised of 44 

commercial banks, one mortgage finance company, one deposit taking microfinance 

institution and 130 foreign exchange bureaus. Commercial banks and mortgage finance 

companies arc the major play ers in the banking industry and are licensed and regulated 

under the Banking Act. Cap 488 and Prudential Regulations while foreign exchange 

bureaus are licensed and regulated under the Central Bank o f  Kenya Act. Cap 491. 

According to the Central Bank ol Kenya’s Annual report on the Banking Industry: out of 

the 45 licensed banking institutions. 32 are locally owned and 13 are foreign owned. The 

locally owned financial institutions comprised o f three banks with significant government 

shareholding. 28 privately owned commercial banks and one mortgage finance company. 

The foreign owned financial institutions comprised o f eight locally incorporated loreign 

banks and four branches ol foreign incorporated bunks. All foreign exchange bureaus are 

100% private and the majority is locally owned.

Asai 31 December 2008. locally owned private financial institutions which accounted for 

64% ol tlic sector’s institutions controlled over 55% o f the total net assets, financial 

institutions with foreign ownership o f over 50% accounted for 26% o f the sector's 

institutions and controlled over 40% of the total net assets. 10 out o f the 45 licensed 

financial institutions are listed at live Nairobi Stock Exchange. These include Barclays
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Bank CFC Stanbic. Co-operative Bank. Diamond I nisi Rank. Equity Bank. Housing 

Finance. Kenya Commercial Bank. National Bank. N it Bank and Standard Chartered 

Bank O f these financial institutions, only Kenya Commercial Bank is cross listed in 

stock exchanges within Foist Africa and Equity Bank is cross listed in the Uganda Stock

Exchange.

I here are other players, who are offering a challenge to the banking industry in Keny a. 

These to include micro finance institutions which offer various products which are either 

similar or substitute o f  what the banks are offering. Fxamp!cs are SACCOS and various 

NGOs. I he availability o f  the various players makes the industry competitive and 

dynamic The players in the industry need to make a strategic analysis o f the industry m 

order to know the appropriate strategies to be applied in order to sustain the business 

continuity

1.1.3 Kenya Com m ercial Bank

I he banks vision is to be the preferred financial solutions provider in Africa with global 

reach by 2013. Its mission is to grow its existing business whilst building the platform to 

be the preferred financial solutions provider in Africa with global reach by 2013. The 

KCR Limited group is the largest financial services group in East Africa, with an asset 

base estimated at over US$2.5 billion. As o f march 2009, KCB group has the widest 

network o f banking outlets comprising o f over 170 branches in Kenya. Rwanda. Southern 

Sudan and 1 anzama Kicked by over 276 automated teller machine outlets. The hank has 

a wide network o f correspondent relationships totaling to over 200 bonks across the globe 

lorn  seamless facilitation of their international trade requirements. The history o f Kenya 

Commercial Bank dates back to 18% when its predecessor, the National Bank o f India 

opened an outlet in Mombasa eight years later in 1904. the bank extended its operations 

to Nairobi, which had become the head quarters o f expanding railway line to Uganda. 

Die next major change in the bank’s history came in 1958. Grindlays Bank merged with 

the national bank of India to form the National and (irindlays Bank I pon independence
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m 1963 the government o f  Kenya acquired 60% shareholding in National anil (innJIavs 

Hank in un clTort to bring banking closer to the majority o f Kenyans. In I ‘>70. the 

government o f Kenya acquired 100% ownership o f the bank's share to take tull control of 

ihe largest commercial bank in Kenya. National and (irindlays Bank was renamed Kenya 

Commercial Bank I be government has reduced its shareholding in KCB to 23% as of 

December 20<)8 In 1972. Savings & Loan (Kenya) limited was acquired to specialize in 

mortgage finance. In 1997. another subsidiary. Kenya Commercial Bank (lan/aniu) 

limited was incorporated In Dar-es-Snlaam. lan/aniu to preside hanking services and 

promote cross border trading.

In May 2006. KCB extended its operations to Southern Sudan following licensing by the 

Bank o f  Southern Sudan In November 2007. the lirst branch o f KC'B I ganda limited 

opened in Kampala. Uganda following licensing by the Bank o f Uganda In 2008. KCB 

expanded to Rwanda, where the lirst branch opened in Kigali in December 2008 A 

subsidiary is expected to be opened in Burundi during 2009 KCB has more than 

ISObranchcs thought Kenya, making it tlie largest banking network in the region. It has 

the largest number o f own branded ATM’s in Kenya. Since 200-1. all o f  the brunches m 

Kenya have been rebranded as purl o f a wider corporate branding exercise. KCB has 

partnered w ith Pcsa Point to increase the number o f  A I'M points customers can access 

their funds The bank's vision is to be the preferred financial solutions provider in Africa 

with a global reach by 2013. Its mission is to grow its existing business whilst building 

the platform to be the preferred financial solutions prov ider hi Africa with global reach o f 

2013. (KCB booklet 2009)

Owing to its popularity in the market and unique position as the regional bank. KCB has 

experienced immense growth in both infrastructure and business volumes in the recent 

past. Ihe bank serves close to one million customers spread across the region and boasts 

the largest balance sheet o f any indigenous commercial bank in the region (over USD 2.5 

billion). Ihe bank provides a wide range of banking services; from corporate banking and 

trade finance products through propositions for small to medium enterprises and 

individual clients, to mortgage finance and credit card facilities. The bank is planning to 

increase further its regional footprint to ensure increased reach and convenience for its
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customer* It plant to open 50 new branches across blast Africa and also install a 

commensurate number o f  AI Ms. It also reviews its products and services to tailor them 

to specific customer needs and add variety to their offering. As the regional bank, it is 

committed to working with other stake holders to boost the region’s capacity to conduct 

trade among members. I his w ill be by providing an improved information technology 

platform that facilitates online real-time one-branch banking, fast transmission of 

payments and easy access to funds wherever their customers may be in the region. I he 

banks’ ultimate dream is to a Pan- African bank, supporting growth and development lor 

a majority o f  people in Africa into the foreseeable future.

1.2 Research Problem

Managers operating in organizations perform a number o f activities including 

planning and organizing the work o f  their subordinates, motivating them, controlling 

what happens and evaluating results. Decisions by managers have a strategic impact and 

contribute to strategic change in organizations. I he organization is shown as one o f a 

number of competitors in an industry: and to a greater or lesser degree these competitors 

will be affected by tin: decisions, competitive strategies and innovation of the others 

(Pearce und Robinson. 2007).Kenyan banks are faced with numerous challenges 

including intense competition, satisfying the needs o f customers, and development of 

now products and services not to mention selection and maintenance o f good employees. 

In their desire to gain competitive advantage they are considering various strategic 
options.

Various studies have been done on balanced scorecard (L)'Souza 2007. Njiru 2007. 

Mbogo 2008. and Odongo 2008) These research however mainly focused on strategy 

implementation and the performance management in other organizations but none has 

been done on KCB thus giving a gap in knowledge.KCR has been applying the balanced 

scorecard as a tool o f management across its business for over a decade but this has not
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exempted them Irwin the challenges o f management I hus the question how is KCB 

applying the BSC as a Strategic management tool?

| J  Objective o f the Studs 

I he major objective ol the stud) ts to:

i Establish how the balanced scorecard is used .is u strategic management tool in 

KCB

ii. To identify the challenges faced b> the bank in using the balanced scorecard

1.4 Im portance of the Stud)

The stud) will be important to organizations in hoili the private and public sectors that 

arc interested in strategically managing their employees using the balanced scorecard. It 

will also provide an in depth understanding o f the balanced scorecard as a powerful 

management tool that organization can adopt.

lo  KCB it will help both the management and the staffs to effectively manage their 

performance again strategic advantage over their competitors llic knowledge provided 

will also Ik  available to students and researchers for referencing and further research
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2.1 Concept of SlnHcp

The word strategy is derived from lwo Greek words: stratus (army) and ago (ancient 

Greek for leading) “Strategos" referred to u military commander during the Athenian 

democracy (W ikipedia. 2007). While it has no single definition, strategy may he seen as a 

multidimensional concept that embraces all the critical activities o f  an organization, lack  

of a single definition points to the selective attention given to the various aspects o f 

strategy b> different authors (Aosa. 1992).

Mintzbcrg et al (1999) defines strategy as the pattern or plan that intergrates an 

organization's major goals, policies and action sequences into a cohesive whole. They 

view strategy us a ploy, pattern, position, plan and perspective. Strategy as a ploy is the 

action taken by an organization with the intention o f outwitting its rivals. As a pattern, 

strategy emerges without preconception from a series o f actions visualized only after the 

events it governs. Strategy as a position is a means o f competitively positioning an 

organization in its external environment. As a plan, strategy specifies a deliberate course 

ol action designed before the action it governs, while as a pattern strategy reveals an 

organization’s perception o f the outside world. According to David (2007). strategy can 

be described as the unique and distinctive actions that a company takes on the

organizations value chain to achieve a competitive advantage that will contribute to 
greater net profitability.

ohnson and Scholcs (2001) define strategy us the direction and scope of an organization 

RfW, .Ihe long term which achieves advantage for the organization through its 

configuration o f  resources within u challenging environment, to meet the needs o f market 

and to fulfill Stakeholders’ expectations.
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Strategy cun he divided into different levels and in most organization there are several 

levels o f  strategy Strategic management is the highest level since it is the broadest, 

applying to all parts o f the lim» It gives direction to corporate values, corporate culture, 

corporuic goal* and corporate missions. I !nder this broad corporate strategy there are 

otten functional and business unit's strategies, functional strategics include marketing 

strategics, financial strategies, legal strategies and information technology management 

strategies. Many companies consider a functional organizational structure as an efficient 

way to organize activities so they have reengineered according to processes or strategic 

business units ( SBUs). SHU is a semi-autonomous unit within an organization; it is 

usually responsible for its own budgeting, new product decisions, hiring decisions and 

piicc setting Fnch SBU is responsible for developing its own business strategies, 

strategies that must be in tune with the broader corporate strategies (Drucker I‘>54)

Corporate strategy refers to the overarching strategy ot the diversified firm. Such strategy 

ollcn answer the questions ol "in which business should we compete** and "how does 

being in one business add to the competitive advantage o f  another portfolio firm, as well 

as th: competitive advantage ol the corporations a whole?" (Carpenter and Sanders 

2002).According lam b  ( l ‘>84). Strategic management is the art and science of 

formulating, implementing and evaluating cross-functional decisions that will enable an 

organization to uchieve its objectives. It is the process o f specifying the organization's 

objectives developing policies and plans to achieve the various functional areas o f a 

business to achieve organizational objectives

2.2 Performance M anagement

cam!mg to Armstrong und Murlis (2(M>4). performance management is a process for 

lavishing n shared understanding about what is to be achieved and how it is to be 

hieved. an approach to manugmg people thai increases the probability o f  achieving 

cess. Armstrong (2006) also defined performance management as u systematic 

rocess o f improving organizational performance by developing the performance of 

tvidual(s) and teams. It is a means o f getting better results by understanding and
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managing performance within an agreed framework o f planned goals, standards and 

competency requirement.

Amaratunga et al (2001) argued »hat perlbmuuicc management describes the use of 

performance measurement information to effect positive change in organinational culture. 

N\stem and process, by helping to set ugreed performance goals, allocating and prioti/ing 

resources. informing managers to either confinn or change current policy or directions to 

meet those goals and sharing result o f  performance in persuing goals. Smith and (ioddard 

(20021 argued that performance management can be characterized as an integrated set 

of planning and review procedures which cascade down through the organization to 

provide a link between each individual and the oxcrull strategy ol the organization

According to Smith and Goddard (2002) there are font broad categories ol actions that 

constitute performance management, formulation of strategy with the aim to determine 

what constitutes performance, development o f  performance measurement instruments, 

application o f analytic technique to interpret such measures and development of 

instruments designed to encourage appropriate organizational responses to performance 

information.

( hon (2004) defines performance management as a strategic and integrated process that 

delivers sustained success to organizations hv improv ing the performance o f people who 

work in them and by developing the capabilities o f individual contributors and teams. For 

effective management ol performance there is need for performance measurement. 

Amaratunga et al (2001) defined performance measurement as a process towards 

achieving pre-determined goals, including information on the efficiency with which 

resources arc transformed into goods and services, the qualit> o f those outputs and 

outcomes and the effectiveness o f  organizational objectives.

Kennedy, et ul (?000| argued that performance measurement frameworks should reflect 

jRntlWlal And non-l'mancial measures, internal and external measures and efficiency and 

measures. I he role of the performance measurements according to
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Artkinson cl al f |W 7) is to monitor the implementation o f an organizations plans and 

detenmnc when the plans are successful and how to improve them.

2.3 The Balanced Scorecard

I he balanced scorecard is a management system (not only a measurement system) that 

enables organizations to clarify their vision and strategy and translate them into action. 

I lie balanced scorecard was developed in the early I990’s by Kaplan and Norton of 

Harvard Business School. Recognizing some o f the weaknesses mid vagueness of 

previous management approaches, the balanced scorecard approach provides a clear 

prescription as to what companies should measure in order to balance' the financial 

perspective ( Arvcson. 1008).

Pearce and Robinson (2007) defined a balanced scorecard us a set o f measures that arc 

directly linked to the company's strategy. They observed that balanced scorecard is a 

management system that can be used as the central organizing framework lor key 

managerial process.

Kt>ch and MacDonald (2006) slated that a bank's balanced scorecard presents financial 

information comparing what a bank own with what it owes and the ownership interest ol 

stakeholders. A balanced scorecard is a performance measurement system that strikes a 

balance between financial and operating measures, links performance to rewards and 

ves explicit recognition to the diversity o f stakeholders' interest. (Homgrcn, et al 19%).

ccording to Kaplan and Norton < l ‘>%) the balanced scorecard emphasizes that financial 

nonfinanciul measures must he pan o f the information system for employees at all 

vcls of the organization. Front-line employees must understand the financial 

unsequences o f  their decisions and actions; senior executives must understand the 

N w to f long-leim financial success. I hey note that the objectives and the measures for 

balanced scorecard are more than (ust a somewhat adhoc collection of financial and 

°^ftntncial performance measures; they are derived from a top-down process driven bv 

He mission and strategy o f the business unit.
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Kaplun and Norton (1996) staled that the balanced scorecard should translate a business 

unit's mission and strategy into tangible objectives and measures. I lie measures should 

represent a balance between external measures tor stakeholders and customers, and 

internal measures o f critical business processes, innovation, and learning and growth.

According to Kaplan and Norton (200-1). the balanced scorecard model is a conceptual 

framework lor translating an organization's vision into a set ol performance indicators 

distributed among four perspectives: Financial. Customer. Internal Business Process, and 

I earning ami Growth us shown in tlic figure below.

Adatnol Aim  Kufcen s Kaplan anj OuwJ r  1**1,*. 
iWunr.. «<*«,•„ iljmur\.rchruai\ |<Xy,|

l *,n* U* »<•*»•.»<« SftMMMd • SUMtpc MwufcmcM S>«ctn"

first perspective is the financial perspective which holds a huge value in the balanced 

orecord. According to Lynch (2001). the financial perspective translates the purpose o f 

organization into action through clarifying precisely what is needed and gaining

S T  10 lL  11,0 flnancial Perspective includes measures reflecting financial 

« « » n cc . The balanced scorecard retains the financial perspective since financial 

-^ures are valuable in summarizing the readily measurable economic consequences of

B| ' y  lakCn' KapIan and Norto» (19% ) argued that financial performance 

B T *  C WCa,hcr a co,nPony's strategy, implementation and executions are 

U» bottom line improvement They noted tin,, balanced scorecard should
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Ui1 ^ i|!t lo [ink ihcir financial objectives to corporate strategy li serves .is the 

focus for the objectives Olid measures in all the other scorecard perspectives. I very 

measure selected should be part o f a link ol cause-and-effect relationships that culminate 

m improving financial performance. They note that financial objectives and measures 

must play a dual role: they define the financial performance expected from the strategy , 

mui they serve as the ultimate targets for the objectives and measures o f  all the other 

scorecard perspective

I he second perspective is the customer litis is where the company identifies the 

customer and market segments in which they have chosen to compete Kaplan and 

Norton (19% ) argued that it enables companies to align their core customer outcome 

measure that is: satisfaction, loyalty, retention, acquisition, and profitability to targeted 

customers and market segments. It also enables companies to identify and measure 

explicitly, the value propositions they will deliver to targeted customers and market 

segments The perspectives help organizations to translate their mission and strategy 

statements into specific market und customer based objectives. Arveson (1998) argues 

that p »or performance from this perspective is a leading indicator of future decline, 

regardless o f  the current financial indicator. The customer perspective enables business 

unit managers to articulate the customer and market-based strategy that will deliver 

superior future financial returns (Kaplan and Notion 19%)

Ihc third perspective is the internal business process perspective \ccording to Kaplan 

and Norton ( IW i|,  it is where the managers identify the processes that are most critical 

for achieving customer and shareholder objectives. I he objectives o f  this perspective are 

I normally developed after the first two to enable it focus on the customer and financial 

I objectives According to Lynch (2003). the internal prospective concerns internal 

p i f o n n u c e  measures related to productivity, capital investment against cost savings 

pWttVtd* labour productivity improvement and other factors that will indicate the way 

I *  OT®an*2a,ion was undertaking the strategy inside the company. In this 

executives identify the critical internal processes in which the organization 
1Us1 CXcd (Kaplan and Norton 19%).

12



I he lust perspective is the learning and growth perspective I he objective ol this 

perspective provides the infrastructure to enable ambitious objective in the other three 

perspectives to be achieved (Kaplan and Norton IW 6) I he two further note that the 

three principle categories in this perspective arc employee capabilities, information 

y\stcm capabilities, motivation empowerment and alignment Ibis perspective has the 

effect o f  highlighting the importance ol communicating and linking people with the 

purpose through education, goal setting and reward fro achieving the required 

performance

2.4 Benefits of Balanced Scorecard

he balanced scorecard holds a major importance in most organisations in both private 

public sectors According to Ritter (2003). the balanced scorecard helps in promotion 

f o systematic development of vision and strategy, and therefore the understanding of 

m  things arc carried out at all management lev els. This allows for the creation o f the 

v. less model specifying on a  small group o f measurements which are critical for the 

rtormance o f  the organisation’s and the business* and making it possible to recognize 

essential adjustment elements o f  the business and its management through cause-and- 

Ifcct analysis. As a result, it enables the identification o f  all activities that act as a trigger 

reach established goals and to which it is therefore convenient to allocate the 
y 's resources.

strategic management system forces managers to focus on the important performance

incs that drive success. The balanced scorecard fills the void that exists in most

*mcnt systems: the luck o f a systematic process to implement and obtain feedback

*«tegy. According to Kaplan and Norton management processes bu.lt

the scorecard enable the organisation to become aligned and focused on

plcmcnting the long-term strategies. The balanced scorecard is also used as a 
munication tool



\cvvm (|904) suggests that one o f the main challenges o f a balanced scorecard is the 

complexity and time involved in the designing an appropriate scorecard tor the particular 

business or organisation in mind and its implementation The balanced scorecard has 

been criticised for failing to include important perspectives like the employee perspective 

and the environmental impact perspective (Kiragu 2005). Kaplan and Norton (2001) 

however note that the four perspectives simply provide a framework rather than a 

constraining -.traitjacket. Companies can therefore omit or include additional perspectives 

to meet their own requirements but they must however avoid the temptation o f creating 

too many perspectives und performance measure us this may result in distortion.

2.5 < hallcng.' of » Balanced Scorecard.
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3.1 Kesearch Design.

I he research was a case study on Kenya Commercial Bank. I he Kink has adopted the 

balanced scorecard in the implementation o f  its strategy across the business. The case 

,tudy was deemed suitable as this had the benefit o f providing an in depth analysis on the 

implementation and use of the balanced scorecard as a management tool I he study used 

both exploratory and descriptive methods. The exploratory method established and 

answered the 'how* and ’what' questions while the descriptive method provided 

description o f what happened Fxploratory method provides insights into and 

comprehension of an issue or situation, it helps determine the best research design, data 

collection method and selection o f subjects.

The ease study also provided qualitative evidence which is o f  interest to this study. 

Previous studies o f similar nature have successfully used this method (Koske. 2003. 

Muthuiyn. 200-1. Machuki, 2005).

3.2 Ih lu  f  ollretion.

Both primary and secondary data were used in the study Primary data were collected by 

way o f personal in-depth interviews with top management in the organisation and 

through observation. The interview guide consisted o f both open and closed ended 

questions to allow respondents express their v iews without undue limitation I he 

interv iew took place within the respondents* place o f work during less busy times.

pBjW dliy data were collected from the hank s newsletters, intranet, strategic papers.

P®fc™**ncc development articles and in-house journals. I his data prov ided information

^  ailablc form the respondents. Four respondents from top 
management were used in this study.
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3 J  Data An*,-V,i‘*
WQJi analysed using content anal} sis I Ins involves anaKsis ol meaning

•‘m iniating from the respondents fom ent anaKsis has been successlulK and implications enwiu. *
to conduct similar studies in the past i koske. 200 f  kamau. 2000. DSou/.a. 2007). 

According to Cooper and Schindler (l<W8). conteni analysis measure the semantic 

conientor the ‘what' aspect o f  message. Its breath makes it a llcxible and wide ranging 

,iM>l ,|m, may be used as a methodology or as a problem specific technique
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CHAPTER FOI K

K IM  \K< II FINDINGS AM ) DISC I SSIOVS

4.1 < >v c n  ic"

IhiN chapter presents the analysis and findings o f the study. It provides general 

information 0f  the sample studied from lop management in determining the role of BSC 

xs a strategic management tool in M B A  sample ot 5 employees was selected based on 

various management levels. Overall response rate of S()°n of the targeted sample wus 

realized the  analysis was thus done using the four tilled interview guide. I his was 

deemed adequate and sufficient lor purpose o f data analysis. The data prov ided was taken 

be a live representation o f  the respondents views due to independence o f the study 

cJ out from the organization

.2 Strategy at KC 'lt

he bank normally develops strategy at the beginning o f each financial year. The strategy 

then communicated to all employees through meetings and documents presented to 

mi At the beginning ol the year the CEO confirms the goals and objectives o f the 

mire organization These are then communicated to line managers in each business units 

rho ' n,crn develop SMART' objectives linked to the key value drivers from the C IO  

hese objectives are then cascaded to individual employees in the bank

tw individuals' employees objectives arc thus developed inline with the overall business

fWcgy through performance development plans. These plans are inbuilt on the

scorecard. Jo improve on the strategy development the bank has developed a

| tstness unit called the strategy unit which is mainly concerned with the development of 
e hnnk strategy.



^  bonk has used the BSC for over X ycurs. To maximize its use and get the required 

lesults each employee in the bank has to have his own individual scorecard which must 

bo inline with die overall bank objectives. The BSC at Kl'B consists ol dilTerent 

perspectives. The perspectives are commonly categorized into four groups that is 

financial, customer growth, internal business process and learning and growth I licy form 

the basis of all measures within indiv idual objectives. I he perspectives are defined and 

confirmed every financial year and have changed overtime I hey arc normally dependent 

,»n the overull hank strategy and they are normally in line with the overall mission and 

vision o f the hank

I \cr> financial y ear the group OOF. has the responsibility o f developing his BSC which 

is then communicated to all employees at the hank. The groups COF.s scorecard is then 

used b\ managers at different business units to develop scorecards for each and every 

employee in the hank. When developing individual scorecards each group has to discuss 

their taigcts which arc communicated from the group CF.O to the deputy COF.s.The 

indi\iduul scorecards are then reviewed quarterly by line managers to assess the outcome 

ofc\ei> employee. I he line mangers in the process are able to identify areas where more 

effort or attentions is needed with respect to the BSC or where works need to be done 

differently Quarterly communication from the CFO is also structured towards the BSC 

with updates on areas where more effort emphasis need to he pul

4.3 Balanced Storcc*'rtl M‘ K< "

4 1  , ,u  role of balanced scorecard at K< B

tank uses the BSC to achieve different roles Hath individual has the responsibility 

o f ensuring that his/her BSC is SMARI ami he she works towards achieving the 

OOjMives stated in it I he BSC results ate normally used at the end o f  the financial year 

o make critical decisions in management. I lie bank has categorized performance in the 

J1St in 5 major categories:
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a  Series 1

Figure I : Balanced scorecard ratings

• 0-I.99 - Docs Not Meet targets

2 2-2.9V- Partially Meets Targets

3 J-3 99 • Mcl Performance Targets 

i 1 i 50 Generally exceeds Targets 

5. 4.51-5 00- Exceeded Targets By Far

Depending on what an mdisiJual employee scores, the bank has reward and disciplinary 

WCliotK. Those who score three and above are normally given bonuses while those who 

seme below three are given warnings. Promotion at the bank is also pegged on individual

Insults that is employees are only considered for interviews if  they achieve three and 
[above in the -corecurd

main role ol the BSC at KCB is enabling the bank to work towards its strategic plan 

achievement o f its objectives. I hese plans are developed yearly and since the bank is 

ptplif making company it needs a well laid down strategy to enable it satisfy its 

and maintain the customers. Without a plan the bank would remain
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'rrelevailt 'n ,*K’ mar*4Cl (*ue 10 Pressure from iis many competitors, ii thus uses the BSC 

gj^uic that each aiul every employee works towards the hanks strategic plan. It puts 

written plans into implementation through day to day work tlows of employees. It 

hk* managers to keep track o f individual employees performance and to monitor 

consequences arising from their performance. I he BSC. helps the hank in planning its day 

,0 day activities which intern culminate to the achievement o f the overall banks 

objectives and living o f their mission and vision.

4.5 challenges in the use of BSC

It was evident from the respondents that the BSC has been an effective management tool 

ut KCB.BSC have improved the individual performance o f  employees at the hank as they 

have set goals to achieve and it also improved the understanding ol the bank strategy and 

plan There is however some challenges being experienced in the use o f  the BSC at KCB. 

Hie first major challenge was the resistance to change. Most employees had in the past 

bfcn rewarded as a function o f the number o f  years worked, so when the BSC was first 

introduced and the reward shifted to performance achievement and work delivery there 

was major resistance. It has also taken along time for management staffs to appreciate 

BSC a* a performance management tool. Some managers still uses tribalism and 

connections in reviewing scorecards.

Whereas some o f the objectives in the BSC are quantitative others arc qualitative thus 

making it difficult to measure objectively, a good example is the customer perspective 

whivsc measures cannot be quantified in numerical terms. Some managers also lyck the 

to analyze the CFO scorecard and to develop SMART BSC thus making it 

impossible to achieve the set targets and objectives. I he environmcntal changes also have 

mipau on the set targets, this intern results in continuous review o f  the scorecard.
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C IIAPTKK H \K

s t  MM M O , Kl COMM ENDATIONS AND CONCLUSIONS

5.1 Summary

major objective ot' the study was to identify the role ol BSC as a strategic 

management tool in KCU and to identity challenges faced b> the bank in the use o f BSC 

Ms findings indicate thut the bank has u strategic plan that is normally developed every 

financial year It has revealed that the strategy is well communicated through out the 

organization by the use o f BSC. However each employee in the business unit develops 

their own strategies inline with the overall a bank strategy. I he BSC has been fully used 

in the bank for the last X years. Apart from communicating the banks strategy it has been 

employed to enable the hank live its mission and vision

Ihe bank has used the BSC as a management tool to reward its employees. However 

incases where the employees were performing below per they have been given warning 

letters to enable them improve their performance. It is also evident that the hank BSC’ 

plays a major role in the banks achievements o f set down goals and objectives. The bank 

has used it to maintain a clean track o f what each individual is doing in the organization. 

Despite sc oral benefits o f  BSC the bank has faced several challenges in its use. The

ni.ijor challenge has been on the resistance to change by employ ees in the first lime when 

it was introduced. I his led to unsuccessfully implementation o f  the BSC at its

troductory stages. The bank also faces challenges in the BSC perspectives; whereas

t of the perspectives are quantitative others are qualitative making their measurement

d to evaluate. I his normally brings challenges when the BSC is being reviewed at the 
1 o f the year

'D’onmctil challenges have also made employ ees to loose locus on the objectives in the 

has some changes have resulted in continuous review o f the BSC.
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5 2 lim itation of the study

^ || of the respondent* were based in Nairobi Kenya, this left out valuable contribution 

from the bank subsidiary respondents in l ganda. Southern Sudan. Rwanda and Zanzibar 

pot to mention regional managers in Kenya I tie other respondents could have added 

l0orc information to the study.

I he study was focused on only one organization KCB It therefore may not be 

representative o f  all organization in the country. However it has taken into account other 

licws along theoretical analysis.

5.3 Recommendation and suggestion for fu rth er studies

Ihc recommendation to the study includes both suggestions to KCB management as well 

as other organizations that wish to employ BSC as a strategic management tool. The 

overall bank organisation strategy needs to be communicated to all employees. The bank 

should do thorough training to ensure all employees understand its strategy, goals and 

objectives. To use BSC as a management tool, managers should understand the different 

perspectives o f  BS( to avoid development of non SMAKI BSC. I o add more value to 

the BSC. management needs to objectively reward individual employees who meet their 

objectives.

Further studies needs to be done to understand how organizations cun use more than two 

performance measurement tools like KCB is currently employing both BSC and 360 

degrees feedback. An in depth research needs to done on junior employees to get how 

‘hcy y‘C'v the BSC and to understand the challenges they get from top management.

Conclusion

•Te study found out that BSC play a major role in KCB as a management tool, of 

Significant importance is the fact that BCS is seen to improve the implementation o f the
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r
bank strategic plans. The BSC provides better and more complete management 

inform ation needed in planning. It is a tool for management and employee motivation. 

|)uc to its significance and compliance ability, it represents a readily available 

combination for organizations that ore willing to move then organizations in the desired 

strategic directions

BSC provides substantial guidance for actions, alter formulation o f  overall organization 

strategy it must he broken down to understandable units within each business unit. It is 

also the duty o f the management to ensure that employees understand the BS( to avoid 

resistance.
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Appendix ii: Interview Guide

SECTION A

1. Mow long have >ou worked in KCB?

2. W hat is your current position (grade) in the bank?

Have you ever heard o f the KCB balanced scorecard?

a) Yes

b) No

Please give details

4. \ \  hat role does the BSC play as a strategic management tool at KCB?

5. How has the RSC impacted your individual role in the achievement o f the 

organization's objectives?

a) Positively

b) negatively

SECTION II

1* What challenges do you face in using the BSC at KCB?

2. In your ovvn personal opinion would you recommend BSC as a management tool?

a) . Yes

b) . No 

Please give details

3. Would vou recommend to improve the use o f  BSC in the management of 

employees performance at KCB?

II
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Nairobi

I'd: 0720-997-6*2 

I m ail: ndisiusu yahoo.com

Dear Sir Mudam

MBA KKSF.AC II PKOJKC'T

Appendix I: l.cller of Introduction

I am a |h»si graduate student at the University of Nairobi pursuing un MBA-Strategic 

management course. In partial fulfillment o f the course requirements. I am undertaking a 
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Being one o f the respondents. I kindly request you to till the attached questionnaire. 

I he information requested is needed purely for academic research purpose and will 

therefore be treated with utmost confidentiality.

Your assistance in facilitating the same will be highly appreciated.

I hank you

Yours faithfully 

Ndisi Gordon 

Student

Dr. Regina Kiliabi 

supervisor
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Appendix ii: Interview Guide

SECTION A

1. Mow long have you worked in K.CB?

2. Whal is your current position (grade) in the hank?

3. 1 lave you ever heard o f  the KCB balanced scorecard?

a) Yes

b) No

Please give details

4. Wliat role docs the BSC plus as a strategic management tool at KCB?

5. Mow has the BSC impacted your individual role in the achievement o f the 

organization's objectives?

a) Positively

b) negatively

SECTION It

1. Wliat challenges do you face in using the BSC at KCB?

2. In your own personal opinion would you recommend BSC as a management tool?

a) . Yes

b) . No 

Please give details

3. Would you recommend to improve the use o f BSC in the management of 

employees performance at KC B?

II


