CUSTOMER RELATIONSHIP MANAGEMENT STRATEGYAND
COMPETITIVE ADVANTAGE IN COMMERCIAL BANKS IN

KENYA

BY:

PATRICIA WANJIKU CHEGE

A RESEARCH PROJECT SUBMITTED IN PARTIAL FULFILMENT
OF THE REQUIREMENT FOR THE AWARD OF THE DEGREE OF

MASTER OF BUSINESS ADMINISTRATION

SCHOOL OF BUSINESS, UNIVERSITY OF NAIROBI

NOVEMBER 2013



DECLARATION

| declare that this is my original work and has been presented for the award of a
degree in any other university. No part of this kvanay be used without the prior

permission of the University of Nairobi and thefrart

Signed Date

Patricia Wanjiku Chege

D61/70097/2008

The research project has been produced with myogappas the University Supervisor

Signed Date:

Florence Muindi

Lecturer,

Department of Business Administration,
School of Business,

University of Nairobi



DEDICATION

This work is dedicated to my family whose love amtouragement was a significant
ingredient towards my successful completion of taarse. Special mention goes to my
mother Damaris Mwangi the epitome of hope, hardwdddication and prayers; | take
the opportunity to also thank my sister Carolyn ¥vaia who always wanted to know the
progress | was making while challenging me to catgthe course. Last but not least |
dedicate this work to the Lord Almighty for the tgibf life and for granting me

opportunities to pursue my dreams in this life.



ACKNOWLEDGEMENTS

This research project marks the end of my jourmeyatds attaining a second degree.
The success would not have been achieved withewusabrifice, support, encouragement
and advice from several people, some mentioned. iMyesincere appreciation and
gratitude to all of them and may God bless you.ddgcial thanks go to the following;

My appreciation goes to my family for their suppanid encouragement especially when
| tied down by coursework, exams and research.

The many classmates whom interacted with and redesupport from during the
coursework. My lecturers during the coursework apdcifically Florence Muindi who

was readily available and supportive in the develept of my final project paper.



ABSTRACT

The objective of this research project was to itigate the effect of customer
relationship management strategy on competitiveaatge in Kenyan commercial
banks. The study adopted a descriptive researcigrdebhe target population for the
purposes of this study comprised of all commerbgtks in Kenya. Stratified random
sampling was used to select the target commerardtdwhereby a sample of 30% of the
Kenyan commercial banks was drawn from the targpufation to give a sample size of
12 banks. The collected primary data was througéstpnnaires which were structured
into closed and open ended questions. The datamalgzed using descriptive statistics.
The study found out that majority of the banks bleérly defined customer relationship
management strategies and there were defined petfoirmance metrics at departmental
level that were related to customer experience ohitgjof the banks also had designated
governance structure for undertaking customer icglghip management activities.
However, the study found out that commercial bamkd invested in trainings and other
resources to support Customer Relationship Managetne& moderate extent. The study
concludes that for the CRM strategy to be a soaf@®mpetitive advantage, commercial
banks need the commitment support of both the nmeamagt and the staff. The
management should act as the drivers and oversetrs strategy while the staff should
implement the strategy. It can also be concluded @ustomer Care centers, Branch
managers and Relationship managers are the majaresoof feedback from customers
in Kenyan commercial banks. The study recommenalsitis important for the banks to
continue monitoring their customers’ need throupgk tustomer care centers or the
relationship managers continue while addressingctialenges along the value chain.
The banks should always reward and recognize haff to enhance employees’ loyalty
and enhanced success in the implementation. Bytimgea competitive advantage
through CRM strategy the banks would be able tatersuperior value for its customers
and superior profits for itself. The study facedmso limitations which include
dependence on primary data collected from comnlebeiaks through a questionnaire
but some banks were unwilling to give such infoliorgt some of the respondents also
gave limited information and did not want to autieate the information.The study
greatly contributes to research in the field oftoo®er relationship management and
provides bank management with insight as theyestowemain competitive in a dynamic
business environment.
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CHAPTER ONE
INTRODUCTION

1.1 Background of the study

Competitive advantage is the position that a firacupies in its competitive business
landscape. Firms must compete in a complex andecigahg context that is being

transformed by many factors (DeNisi, Hitt and Jacks2003). Therefore, achieving

competitive advantage is a major pre-occupatiosenfior managers in the competitive
and slow growth markets, which characterize manginasses today. In the last two
decades the sources of competitive advantage hemredomajor concern for scholars and
practitioners (Henderson, 1983; Porter, 1985; Coy986; Prahalad and Hamel, 1990;
Barney, 1991; Grant, 1991; Peteraf, 1993). The maypoe of competitive advantage and
distinctive competences as determinants of a firsaiscess and growth has increased

tremendously in the last decade.

Many business choices are made under conditiorsgrafegic interdependence. Game
theory is relevant to the analysis of businesssi@timaking when there are relatively
few firms playing a game. To predict the outcome afame, it is necessary to consider
how the other firms handle their strategies. Susfaéstrategies cannot depend just on
one firm's position in industry, capabilities, adtes; it depends on how others react to
your moves, and how others think you will reactheirs. By fully understanding the

dynamic with others, a firm can recognize win-wirategies that make it better off in the

long term, and signaling tactics that avoid losseloutcomes. (Camerer 1991)



Academics and practitioners have taken a keeneistten professional adoptability of
customer relationship management since 1990s.Cest&alationship Managementisa
strategic approach concerned with creating improskdreholder value through the
development of strategic relationships with cust@m@ayne and Frow (2005).CRM
unites the potential of relationship marketing tetgges and IT to create profitable, long-

term relationships with customers and other keledtalders.

This requires a cross-functional integration obgasses, people, operations, and
marketing capabilities that is enabled throughnmiation, technology, and applications’
(Boulding et al 2005).Kenyan commercial banks haatized that it is no longer simply
enough to offer a variety of products; ease of idafibn and market saturation can
quickly dispel initial indications of a winning fowla. Focus has now shifted to the
diverse customer needs based on the knowledgestbroer expectations, preferences
and behavior; Leveraging on this information thio@RM will enable achievement of a

sustainable competitive advantage.

1.1.1 Customer Relationship Management

A customer is the ultimate user of products or ises/produced by a seller, usually with
the intention to make a profit. CRM is a busingsgraach that seeks to create, develop
and enhance relationships with carefully targetestamers in order to improve customer
value and corporate profitability and thereby maxenshareholder value. In the 21
century the concept of Customer Relationship Mamege has escalated to the top of

corporate agendas. CRM represents a renewed pgvsped managing customer



relationships based on relationship marketing jpias key difference being that today
these principles are applied in context of unpreogetl technological innovation and
market transformation. Adrian Payne,(CRM HandboOk3). The urgent need to find
alternative routes to competitive advantage has loeeen by profound changes in the
business environment including: the growth and e of competition; the

development and availability of new technology; thecalating expectations and
empowerment of the individual; the advent of a globperating environment and the

erosion of conventional timeframes in this eledciteenabled era.

These changes have reinforced the adoption of rwhdisiness horizons and more
customer-oriented perspectives. The focus thussstaifthe ‘relationship’ rather than the
‘transaction’ with the emerging realization thatstamer relationships represent key
business assets. The implication is that relatipsstvith customers can be selectively
managed and further developed to improve custorantion through loyalty and

profitability. CRM stresses identifying the mostofitable customers and building

relationships with them that increase the valu¢haf business asset over time (Adrian

Payne, CRM Handbook 2005).

1.1.2 Competitive Advantage

Many authors define competitive advantage as soipeslue creation for both the

organization and its customers. According to Ppodempetitive advantage exists when
the firm is able to deliver same benefits as itmgetitors at a lower cost or delivers
value that exceeds that of competing products.fifheachieves a sustained advantage

when it is implementing value creating strategy siatultaneously being implemented

3



by any current or potential competitors or wherséhether firms are unable to duplicate
the benefits of this strategy. Firms create conipetiadvantage by discovering better
ways to compete in an industry and bringing themméoket, which is ultimately an act of
innovation. Innovations shift competitive advantageen rivals either fail to perceive the

new way of competing or are unwilling or unableg¢spond.

At the level of strategy implementation, compeétiadvantage grows out of the way
firms perform discrete activities - conceiving nexays to conduct activities, employing
new procedures, new technologies, or different teptlihere is increased focus on the
value of competitive advantage in the current essriandscape. This is as a result of the
belief that the fundamental basis of above-avenagdormance in the long run is
sustainable competitive advantage. Practitioners arademicians have centered their
studies on firm specific characteristics that areque, add value to the ultimate

consumer and are transferable to many differentstrdal settings. (Njuguna 2009)

1.1.3 Commercial Banks in Kenya

According to the Central Bank of Kenya's bank sugon report 2012 Kenya has a
total of 43 licensed commercial banks. The Banknayistry in Kenya is governed by the
Companies Act, the Banking Act, the Central BanlkKehya Act and various prudential
guidelines issued by the Central Bank of Kenya (.BHKie banks are classified by CBK
into three peer groups namely large peer groupjunegdeer group and small peer group.
The ranking is based on a weighted composite intdekx comprises assets, deposits,
capital size, number of deposit accounts and laaounts. A bank with a weighted

composite index of 5% and above is classified d&&rge bank, a medium bank has a



weighted composite index of between 1%and 5% wahilemall bank has a weighted
composite index of less than 1%. As at DecembeP 2Bé&re were 6 large banks which
accounted for 53.7 percent of the market sharen&8ium banks which accounted for
36.82% of the market and 22 small banks accoufiting.46% of the market share. Over
the years, the banking sector in Kenya has cordinige grow in assets, deposits,
profitability and products offering. Players in ghsector have experienced increased
competition resulting from increased innovationsoam the players and new entrants
into the market. The banks have come together utideiKenya Bankers Association
(KBA), which works as a lobby group for the locarixing industry. KBA also serves as

a forum to address issues affecting the bankingpsatKenya.

1.2 Research Problem

Effective customer relationship management impromgstomer retention and loyalty;
satisfied customers are less susceptible to cotopgtiappeal. The availability of
empirical evidence establishing the relationshiptwkeen customer relationship
management and business performance has stimudateskponential growth of the
concept. Woodcock (2000) found a correlation of0Ot&tween how well companies
managed their customers and business performandést whkccenture (2001), a
consultancy active in the CRM space, found thatO&6 limprovement in 21 CRM
capabilities boosted profits (pre - tax) by as mash$ 40- $ 50 million in a $1 billion

company (Ang and Buttle2006).



The Kenya bankers’ association describes the bgnhkutustry as having low barriers to
entry; relatively undifferentiated products and syghological exit barrier. Currently
there are 43 banks in Kenya according to CentrakBd Kenya annual bank supervision
report 2012 (www.centralbank.go.ke). In order tovg and remain profitable these
banks need to retain this market share by adogtiragegies that are not easily replicated
by competitors and are also sustainable. In a gurgenducted by Genesys
Telecommunications on bank customers in Kenya #&edr {preferences in regard to
interacting with financial institutions, 48% of thmustomers indicated that customer
experience and was the primary factor in choosigtdy with a bank, Marketing Society
of Kenya (May 2012); therefore leveraging on mamagnt of customer relationships is

key for the banks.

Various studies have been done in relation to owosto relationship
management.Kiptugen (2002) on strategic responsdsenya Commercial Bank to
changing environment established that KCB'’s stiategsponse was through exploring
growing markets; he proposed research be carrietbastablish the responses that other
players in the industry had adopted. Maximillah 1(P0did a study on CRM systems
among commercial banks in Kenya; he establishedGRM systems were important for
accumulation of customer demographic data. Thidystuas limited to the IT perspective
of CRM. Mutua (2011) did a study on the extent s¢ wf CRM strategies in improving
the retention of retail banking customers in conuaibanks in Kenya; she established

that retail banks in Kenya have adopted custontesfaetion strategies to some extent.



Kyangati (2011) studied quality and CRM as a comtigetstrategy in Kenyan banks; he
established that banks have realized the bendfitpuality and customer relationship
management; he recommended further research hedcaut on the factors affecting
CRM practices adoption to explain the varianceveen performance levels in different
banks. Whereas all these studies have been donastomer relationship management,
none of these studies has concentrated establighmgeffect of CRM strategy on
competitive advantage. This study therefore seekanswer the following questions:
what is the effect of customer relationship manag@mstrategy on competitive
advantage? What factors influence the effectiver#s€RM in attaining competitive
advantage; and what are the challenges of custmtationship management strategy in

achieving sustainable competitive advantage?

1.3 Research Objective

This study’s objective was to establish the efl@ctustomer relationship management

strategy in achieving competitive advantage in cemomal banks in Kenya.

1.4 Value of the study

The findings of this study enable realignment & kKey result areas for performance in
line with the strategic goals for Kenyan commerdiahks. It provides suggestions on
how to enhance the choice of planning methods spaese to the strategic planning
problems experienced in the banking industry. Tiuelys provides a comparison the of
various CRM approaches adopted in achieving commngetadvantage. The study is
expected to fill the knowledge gap on CRM and catitipe advantage which will be of

interest among academicians and students studyamfiny. The study provides an



opportunity for further research on the dynamicaaref differentiation by commercial
banks in response to the changing banking envirahridis study greatly contributes to
the existing body of knowledge on strategic managemn the face of competitive
challenges in a dynamic environment and provideginemt information to policy

makers in developing and adopting differentiatitrategies; it will enable further studies

in areas where the strategic planning needs toriphasized.



CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This chapter presents a review of the relatedalitee on the subject under study
presented by various researchers, scholars, asadyst authors. The researcher has
drawn materials from several sources which areetjoeelated to the theme and the

objectives of the study.

2.2 Theoretical Perspective

Game theory is defined as the mathematical studystadtegies for dealing with
competitive situations where the outcome of a pigeint’'s choice of action depends
critically on the actions of other participants.n@atheory has its antecedents in military
theory, and can be found implicitly, in many treaf on warfare strategies from early
civilizations onwards. From early in the "2@entury, game theory has also played an
important part in the developing economics andrmss strategy. Behavior of firms in an
industry is inter-dependent and actions by one firawe significant impact on others
inducing changes in the behavior of others in raspdo those actions. The 'payoff' to
your firm of a choice you make will depend on whichthe choices open to your
competitors is taken. It then becomes impossibl&now for sure the payoff of any
action you take, even if you had full informatiolboat customers and about your costs.

(Brandenburg ret al 1995)



Several applications of game-theory to strategimagament can be found in the
literature. Karani (1984) used a dynamic game-ttgomodel of marketing conditions
in an oligopoly to investigate how optimal marketiexpenditure is related to the
product life cycle. Karani employed a game-thecratodel of oligopolistic competition
to provide analytical support for the generic gigads of low cost and differentiation
positions advocated by Porter (1980), The gameréitiecomodel explicitly considers
product differentiations, economies of scale aral ithpact of marketing activities on
demand. He used the model to illustrate that firofifability is an increasing function of
market share, that is a superior cost or diffeagioin position leads to a larger market

share that then leads to higher profitability.

Using the game-theoretic model Karani (1984b) shdhat the differentiation and
average cost position are related by two opposaungofs: high differentiation likely
yields a higher cost position independent of schading to a higher average cost
position; high differentiation probably yields higtompetitive strength that leads to
higher markets hare that precipitates a low avecagt position. The dominant factor
will depend on the situation. From the model, camntrto Porter (1980) and Hall (1980),
high differentiation and low average cost is natessarily incompatible. An analysis of
the dynamics accompanying buyer-supplier negotatiasing differential game theory
was modelled by Bard (1987). The study investigabedh cooperative and non-
cooperative bargaining scenarios. For the fornter biuyer and supplier attempt to reach
optimal solutions for both their mutual benefit,ilehin the latter, both parties attempt to

maximize their benefit, with no regard to the other

10



One way a company can change the game and capturee value is by changing the

value other players can bring to it, In summarympanies can change their game of
business in their favor by changing: players whadnstitutes customers, suppliers,
substitutes, and competitors added value whitheissalue that each player brings to the
collective game; rules which are the laws, custorostracts, etc. that give a game its
structure; tactics which constitutes the moves ueeshape the way players perceive the
game and hence how they play and finally the scapéch represents the boundaries of
the game. (Brandenburgeret al 1995)Game-theoreideta are not meant to supplant the
decision maker or strategist in the organizatiothwva model that can mechanically

determine the optimal strategies (Karani, 1984)oNtoy (1985 pp. 279) states that Game
theory cannot be used as a technique that provlesise solutions to strategic

management problems. One rather obvious reasdraisgame theory does not have a

single solution to provide, and there are othesoaa as well.

2.3 Customer Relationship Management Strategy

The emergence of CRM strategy is a consequencevefa important trends: the shift in
business focus from transactional marketing taticdahip marketing; the realization that
customers are a business asset and not simply meamal audience ;the transition in
structuring organizations on a strategic basis ffonctions to processes; the recognition
of the benefits of using information proactivelyher than solely reactively; the greater
utilization of technology in managing and maximgithe value of information; the

acceptance of the need for trade-off between datigeand extracting customer value

and the development of one-to-one marketing appesacAdrian Payne(Handbook for

11



CRM 2005).In literature many definitions have begren to describe CRM.Knox et al.
(2003) defined CRM as strategic approach desigmedmiprove shareholder value
through developing appropriate relationships wigly kustomers and customer segments
that unites the potential of information technolagyd relationship marketing strategies
to deliver profitable long term relationship. Someathors from marketing background
emphasize marketing side of CRM while the othenssimter IT perspective of CRM.
From marketing perspective CRM is defined by Cowli\f1998:12) as “...a combination
of business process and technology that seeksderstand a company’s customers from

the perspective of who they are, what they do,valnalt they are like”.

Peppers and Rogers (1995) provide a technologiefiniion of CRM with the
perspective of the future market place undergoiteghnology-driven metamorphosis.
Consequently, all strategic business units in agamzation must work closely to
implement CRM effectively and efficiently. Peppdiz000) presented a framework,
which is based on incorporating e-business aawmjtchannel management, relationship
management and back-office/front-office integratwithin a customer centric strategy.
He developed four concepts namely Enterprise, Gilananagement, Relationships and

Management of the total enterprise, in the comé&st CRM initiative.

2.4 Elements of CRM Strategy

According to Chen and Popovich, (2003); Plakoyidnaad Tzokas, (2002) the relative
success of CRM strategic initiatives is stronglyjuenced by the interplay between three
key organizational elements: people, process acithtdogy. Additionally, integration

and co-ordination of these activities, as crosstional processes, is cited as the most

12



critical success factor (Wilson et al., 2002; Kal2gD04, Meyer and Kolbe,
2005).Employees are necessary in order to recougsiments made in processes and
systems (Boulding et al., 2005), as they are thieling blocks of customer relationships.
In a CRM context, processes are the collection diviies involving customer
interaction. Information technology has made ityveasy for very large organizations to
manage their customers on personalized basis.CRidsuthe potential of relationship
marketing strategies and IT to create profitabdagtterm relationships with customers

and other key stakeholders.

2.4.1 Information Technology

The increasing use of digital technologies by auets, particularly the Internet, is
changing what is possible and what is expecte@rnmg of customer management. The
function of information management in the CRM canis to transform information into
usable knowledge and to apply this knowledge &ffelst and ethically in the creation of
customer value; technology is a means to achieWiisgend. The right information in the
wrong hands or at the wrong time has little cortdive value Payne (2005). Further, the
‘perishable’ quality of information demands that needs constant updating and
replenishing. The management of information theeefencompasses the organization
(capture, storage, and dissemination), utilizaeomalysis, interpretation, application) and

regulation (monitoring, control and security) ofdrmation.

13



A key role of the information management procestignsure the customer centricity
and relevancy of the organization by embeddingctistomer perspective in all business
activity. In effect, the firm must be able to ‘ragate the mind of the customer’ if it is to
provide the kind of individual or customized seevithat will attract, retain and grow
profitable customer relationships. The design ef tdchnological components of CRM
should therefore be driven not by IT interests,liputhe organization’s strategy for using
customer information to improve its competitiven@agth this in mind, an information
management infrastructure that will support andvdelthe chosen CRM strategy should
be adopted. Knox et al (2003) indicates that teldgyocan certainly help companies to

create satisfied and loyal customers, but it istoyneans essential to successful CRM.

2.4.2 Human Resource Management Practices

Human resources management activities range fromnahuresources planning,
recruitment, selection, orientation, training, peniance management, compensation and
benefits, and career development. People are threersbone in customer relationship
management strategy because they determine thessucc failure of organizational
plans and strategies. Simns (2003) states thatessivte CRM initiative relies on
involving staff in designing it at an early stagather than simply imposing it on them;
employees who interface with customers need torbpowered to address customers
concern promptly. Such empowerment in effect e@icbmmitment from employees to

organizational goals.

14



Changes in organizational structures are importantCRM success. The changes in
organizational structure must reach the degreeihimotivates employees to recognize
the advantage of using CRM, by applying advanceaagerial methods that ensure
effective dealing with new the changes, Dayet &l02 BillCooney, Deputy CEO of

USAA, American property and casualty insurance fiwith over $60 billion asset

management portfolio with almost 100% of custonetemtion and consistently ranked
among 100 best companies to work for in UnitedeSta¢marked that:” If you don’t take
care of the employees, they cannot take care otulstomers. We give employees all
they need to be happy and absolutely enthralled bave. If they are not happy, we will
not have satisfied customers in the long run...Wetrhase passion for customers, if we

don’t we are in the wrong business”.

2.4.3 Internal Process

In many organizations there are inter-functionabktens that inhibit a positive customer-
oriented organizational culture thus preventingdif/e cross-functional collaboration.
CRM requires the integration of customer interaxtioacross all communication
channels, front-office and back-office applicatioasd business functions. What is
required to manage this integration on an ongoiagisbis a purposefully designed
integrated system. The multi-channel integratioocpss involves decisions about the
best combination of channels; how to ensure théomer experiences highly positive
interactions within those channels; and, wherearusts interact with multiple channels,
how to create and present a 'single view' of thst@uner Relationship Management from

strategy to Implementation.
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This involves managing every contact point betwtencustomer and company, be they
physical or virtual. Integrated channel managersaategy involves creating better ways
for customers to experience the company and ergstingncommunications and services
a customer receives through different channelscarerdinate, coherent and tailored to
their particular interests. CRM success lies in enship of CRM by all departments; this
basic structural change from product centric org@aion to customer centric
organization faces impediments in terms of roleflatin, ambiguity, resistance and
attitudinal impediment. Demand for more pro-acteenand flexibility is another factor.

Coordination, communication and joint ownershilbthe departments is essential.

2.4.4 Senior Management Support

Leadership is the process by which an executivieientes the work and behavior of
subordinates in choosing and attaining specifiectbjes. Adoption of poor leadership
style by the management causes misunderstanding®etemployees who in turn offer
substandard services to the customers. Strong rear@ayd commitment to customer
relationship management energizes and stimulatesrgamization to improved service
performance. Without leadership and endorsementopf management, the CRM
initiative may not get the required attention afféctive deployment in the organization.
A particularly important role of top managementtims context is development and

sharing a ‘CRM vision’.
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A study of best practices adopted by organizatsutsessful in implementation of CRM
indicates that senior managers of these firms enaaton for how CRM will change their
organizations. In addition to this, they includetrintites that affect customers’
perceptions of value, how they can bond with orgation, product and purchase intent.
The nature of the leadership is a crucial factor etoployee's commitment and
commitment helps in the creation of the right cliendor change, by increasing
employees’ commitment towards change, thus inangasustomer satisfaction and
customer loyalty. Also helpful will be setting expations to help individuals and groups

align their performance with the goals of CRM.

2.4.5 Strategy Performance Assessment

It is important to ensure that the organizationtategic aims in terms of CRM are being
delivered to an appropriate and acceptable standaudl that a basis for future
improvement is firmly established. Proper monitgrprocesses are needed to safeguard
against failure and manage conflicts in relatiopshiMonitoring processes include
periodic evaluation of goals and results, initigtichanges in the relationship structure,
design, or the governance process if needed, aeatimg a system for discussing
problems and resolving conflicts. Good monitoringgedures help avoid relationship
destabilization and the creation of power asymrmestriThey also help keep CRM
programs on track given proper alignment of goasults, and resources Parvatiyar and

Sheth (2001) and to safeguard against failure aawtbigre conflicts in relationships.
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Monitoring processes include periodic evaluatiorgoéls and results, initiating changes
in the relationship structure, design, or the goaace process if needed, and creating a
system for discussing problems and resolving cosfliOverall, the governance process
helps in the maintenance, development, and execaspects of CRM. It also helps in
strengthening the relationship among relationaltness, and if the process is
satisfactorily implemented, it ensures the contilmma and enhancement of the
relationship. Because CRM is a cross-functionaliviagt CRM performance
measurement must use a range of metrics that sppassathe processes and channels

used to deliver CRM.

2.5 Competitive Advantage

Webster’'s Dictionary defines the term "advantage"tlae superiority of position or
condition, or a benefit resulting from some courgaction. "Competitive" is defined in
Webster’s dictionary as relating to, characteribgd or based on competition. Finally,
Webster's shows the term "sustain” to mean to keepor prolong. Based on these
definitions, sustainable competitive advantagehés frolonged benefit of implementing
some unique value-creating strategy not simultasigobeing implemented by any
current or potential competitors along with thehitity to duplicate the benefits of this
strategy should be viewed by a firm from an extepeaspective. A firm is said to have a
sustained competitive advantage when it is impldingra value creating strategy not
simultaneously being implemented by any currenpotential competitors and when

these other firms are unable to duplicate the lsnaffthis strategy Barney (1991).
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The key is being able to predict the actions ofeghin the industry over time; by
matching the firm’s resources to the gaps and vitidsexist in the industry, competitive
advantage can be created. Day and Wensley (1988%dd on the elements involved in
CA. Specifically, they identified two categoricalsces of CA: superior skills, which are
the distinctive capabilities of personnel that se¢m apart from the personnel of
competing firms and superior resources, which heermore tangible requirements for

advantage that enable a firm to exercise its céipabi

Other authors have elaborated on the specificssiitld resources that can contribute to
sustainable competitive advantage. Barney (199pjoexd the link between a firm’s
resources and SCA. He stated that not all firm ueses hold the potential of SCAs;
instead, they must possess four attributes: rasenedue, inability to be imitated, and
inability to be substituted. Similarly, Peteraf’$993) resource-based view of the firm
designates four conditions that underlie SCA, idirlg superior resources, ex-poste
limits to competition including imperfect imitaliji and imperfect substitutability,
imperfect mobility, and ex-ante limits to compaetiti Dierickx and Cool (1989) discuss
inimitable resources such as non-tradeable asdethare immobile and thus bound to
the firm. Hunt and Morgan (1995) propose that piéémesources can be most usefully
categorized as financial, physical, legal, humarganizational, informational, and

relational.
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Prahalad and Hamel (1990) suggest that firms showtabine their resources and skills
into core competencies, loosely defined as thathviai firm does distinctively well in
relation to competitors. Bharadwajet al (1993) dsses the specific combinations of
skills and resources that are unique to servicagtigks. For example, they propose that
the greater the complexity and co-specializatioassfets needed to market a service, the
greater the importance of innovation as a sourcgffvill become. Intangible resources
may indeed be better suited than tangible onesctoewe SCA. Given that the
achievement of SCA is based on an external fodus, interesting to note that those
intangible assets that are external to the firm o@ytribute the most to value generation
and subsequently SCA. Srivastavaet. al. (1998nedalemarket-based assets into two

types: relational and intellectual.

Relational market-based assets are those thactrdblonds between a firm and its
customers and/or channel members. Examples of asg®ts would be brand equity or a
business-intimate relationship that allows a fimmwork with a customer to produce a
highly customized product. An example of an intlel market-based asset would be
the detailed knowledge that firm employees possesserning their customers’ needs,
tastes, and preferences. Both types are intangitidleemploy an outward focus on firm
customers and/or channel members Porters "ValuanClad "Activity Mapping"
concepts help us think about how activities buddhpetitive advantage. The value chain
is a systematic way of examining all the activigefrm performs and how they interact.
It scrutinizes each of the activities of the firm @ potential source of advantage. The
value chain maps a firm into its strategically velet activities in order to understand the

behavior of costs and the existing and potentiatcEs of differentiation.

20



Differentiation results, fundamentally, from theay a firm's product, associated
services, and other activities affect its buyectvaies. All the activities in the value
chain contribute to buyer value, and the cumulatiests in the chain will determine the
difference between the buyer value and producet. cAsfirm gains competitive
advantage by performing these strategically imporeectivities more cheaply or better
than its competitors. The achievement of competitidvantage is not always permanent,
once a firm establishes itself in an area of achgmt other firms will follow suit in an

effort to capitalize on their similarities.

Under activity mapping Porter opines that a firmalue chain is an interdependent
system or network of activities, connected by lggs Linkages occur when the way in
which one activity is performed affects the costeffectiveness of other activities.
Linkages create tradeoffs requiring optimizationl @oordination. Porter describes three
choices of strategic position that influence thefiguration of a firm's activities: variety-
based positioning is based on producing a subsat aidustry's products or services; it
involves choice of product or service varietiesheatthan customer segments. The
strategy makes economic sense when a company caugar particular products or
services using distinctive sets of activities. Nebdsed positioning is similar to
traditional targeting of customer segments. Thisear when there are groups of
customers with differing needs, and when a tail@etdof activities can serve those needs
best. Access-based positioning - involves segmeriiy customers who have the same

needs, but the best configuration of activitiessimch them is different.
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2.6 Customer Relationship Management and Competitay Advantage

Customer relationship management emphasizes omneestvalue that is not easily
imitated as it involves both the organization amel ¢ustomer thus creating a competitive
advantage .Through a customer orientation, firms gain knowledge and customer
insights in order to generate superior innovatideodruff (1997) sees the major source
of CA coming from a more outward orientation, sfieally toward customers. He
suggests a customer value hierarchy in which figisuld strive to match their core
competencies with customers’ desired value frompitmeluct or service. Slater (1997)

proposed a new theory of the firm that is custowadue based.

Under this theory, the reason that the firm exst® satisfy the customer; the focus on
providing customers with value forces firms to reabout their customers, rather than
simply from their customers. With respect to pearfance differences, this theory
suggests that those firms that provide superiotocusr value will be rewarded with
superior performance as well as an SCA. Theretbeejdea of customer value extends
the resource-based theory of the firm to take aenmrtward perspective (a market
orientation) as one way in which a CA can be addeand sustained. Morgan and Hunt
(1996) examine the role of relationship buildingaasneans of obtaining resources in
order to create an a sustainable competitive adganand state that resources can be
combined in order to form higher-order resources;ampetencies, from which the firm
can eventually achieve a CA,; it is difficult for tsiders to replicate the process of
building a long-term relationship. Resources susHogalty, trust, and reputation are

immobile and cannot be purchased.

22



Therefore, Morgan and Hunt (1996) state that mships formed to acquire
organizational, relational, or informational resms will commonly result in sustainable
resource-based Woodcock et al (2001) found that witoper investment and
management of CRM, a fourfold return on investnanitld be anticipated over 3 years.
In a study of Asia Pacific companies by IBM ConsgtServices in 2004 as part of a
global survey of 346 global organization to exploognpanies experience of CRM, over
half of respondents reported that CRM value improvstomer experience and retention
as well as expanding existing customer base agdioje creators. In the same study, 80%
of companies acknowledged CRM as relevant in irstnggflexibility and 70% in cutting

operational cost (IBM Business Consulting, 2004).

Anderson consulting group also carried out a ciodgstry survey of 264 businesses that
implemented CRM capabilities and found out that CP&fformance account for 64% of
difference in return on sales between average agth performance companies
(Management Today, 2000). Given the above outcom@&umerous studies, it is
therefore not surprising that organizations andrnasses have come to see CRM as a
value proposition in achieving market leadershig profitability. CRM strategy has the
capacity to improve organizational performance e important areas of customer

acquisition, retention and development.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1Introduction

This chapter sets out the various phases and stageas followed in completing this

study. It involves the research design and datecadn and analysis.

3.2Research design

The research problem was best studied through @ipiége research design. According
to Kothari, (2003) descriptive research design dless the state of affairs as it exists.
This study sought to achieve this through an intdepvestigation of the effect of
customer relationship management strategy in acigewompetitive advantage in

commercial banks in Kenya.

3.3 Target Population

According to Mugenda and Mugenda (2003), a targgtufation refers to all the

members of a population to which the results wallgeneralized. The target population
for the purposes of this study comprised of 43 cemuml banks in Kenya classified
according to peer groups by Central Bank of Kemyséhe annual bank supervision

report 2012 (www.centralbank.go.ke).
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3.4 Sampling design

Sampling design is that part of the research phat indicates how cases are to be
selected for observation. In this study, stratifieddom sampling was used to select the
target commercial banks. A list of the4d3commerbehks in Kenya classified according
to peer groups was obtained to assist in the samqgirocess. According to Kothari
(2003), an optimum sample is the one that fulfite requirements of efficiency,
representativeness, reliability and flexibility. i$sample should be in a range of 10%-
30%. A sample of 30% of the Kenyan commercial bawks drawn from the target
population to satisfy these requirements of optitmand representativeness. Based on

the 30% sampling percentage, a sample size of i&shaas studied.

3.5 Data Collection

The study employed a direct collection of primamtadthrough questionnaires which
were structured into closed and open ended qusstioncover issues of customer
relationship management and competitive advant&geail and the drop-and-pick
method of delivery was employed to distribute aalect completed questionnaires from
respondents. Prior formal requests through courtssis and telephone calls were
conducted to increase acceptance to undertakeutbstignnaire. Follow up discussions
were also conducted in  some cases to seek chdrfn on some of the responses
provided in the questionnaire. Respondents weatioakhip managers, branch managers
and senior managers involved in the formulatiorplementation and evaluation of CRM

strategy in the banks.
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3.6 Data Analysis

Before processing the responses, the completedtiguesires were edited for
completeness and consistency. The data was theedctmd enable responses to be
grouped into various categories. All quantitativetadwas measured in real values by
normalizing; descriptive statistics was used to sueathe quantitative data. Tables and
other graphical presentations as appropriate weee to present the data collected for
ease of understanding and analysis. The researalsad the data with the aim of
presenting the research findings in respect toetfeet of CRM strategy for competitive
advantage in Kenyan commercial banks .The genergtezhtitative reports were
presented through tabulations, percentages andumesa®f central tendency while

gualitative data was presented in prose.
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CHAPTER FOUR

DATA ANALYSIS, RESULTS AND DISCUSSION

4.1 Introduction

This chapter focuses on data analysis, interpogtand presentation of the data collected
in the study. The purpose of the study was to éstathe effect of customer relationship
management strategy in achieving competitive adgnin commercial banks in Kenya.

The data was analyzed through descriptive stagistic

4.2 General Information

This section presents the general information ef idspondents who took part in the
study. The researcher found it important to esthbthe general information of the
respondents since it forms the basis under whiehstady can rightfully access the
relevant information. The information captured udgd respondents’ current position,
duration the respondent has held the current posiind duration worked in the

respective banks.

4.2.1 Respondents Position Held

The study sought to establish the position theaiedents held in their respective banks.
This was important as it would establish whetherrdspondents targeted were the right

people to give information and whether the inforigraivould be reliable.
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Table 4.1 Position Held

Position Frequency Percent
Branch manager 1 11.1
Relations manager 5 55.6
Customer service representative/ Supervisor 2 22
Sales and Distribution manager 1 11.1
Total 9 100.0

Table 4.1 shows that majority of the respondens6) were relationship managers

while 22.2% were customer service representatweérwisor. On the other hand, 11.1%

of the respondents were a branch manager and saids distribution manager

respectively. These respondents were very wellrimnéol on customer relationship

management issues in their respective banks.

4.2.2 Duration Held the Position

Figure 4.2 shows the duration the respondents tagd in their position. This was

important as the researcher would establish whether respondents had enough

experience in the area under study and whetharitifermation they provided would be

relied upon.
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Figure 4.2 Duration Position Held
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Majority of the respondents (55.%) revealed thal/theld their respective position fo
duration of 12 years while 44.4% of the respondents indicated tthey had held thi
position for a duation of -3 years. This shows that the respondents had wankegkir

respective position®r a substantial duration of time thus they wwell conversant witl

CRM issues hence reliability of the information gjiv

4.2.3 Duration Worked in the Bank

In this section, the study sought to find out theadion the respondents had workec
their respective bank<This was important as the area under study wouldwb#

understood by employees wisubstantial experience in the industffe resultsare as

shown below in Fure 4.:
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Figure 4.3 Duration Worked in the Bank
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On the duration that the respondents had workethéir respective banks, majori
(66.7%) of the respondents indicated that theywaidked fordurationof 2-5 years while
11.1% had worked even for a longer duration of keetw!-10 years. However, 22.2
indicated that they had worked in their respectbanks for one year and belo
Majority of the respondents had worked for a sutisahperiod oftime in the bank,

hence their responses and information given waabitel

4.3 Customer Relationship Management Stratec

This section addresses the objective ofstudy. The study sougld establish whethe
the commercial banks heclearly defined customeaelationship management strate

and te results are as shovin Figure 4.4
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Figure 4.4 Clearly Defined Customer Relationship Management $ategies

88.9%

M Yes HNo

An overwhelming 88.9% of the respondents revediatl their banks had clea defined
customer relationship management strat. However, 11.1% of the responde
indicated that their bank did not haclearly defined customer relationship managen
strategies.This shows that majority of the commercial banksl lzkdopted theCRM

strategy.

4.3.1Designated Governance Structurs

The study sought to establish whe there was a designated governance structur
undertaking customer relationship management &et The study established tf

majority of the banks had designated governanagctsire for undertaking custom
relationship management activities as reed by 77.8% of the respondenHowever,
22.2% of the respondents indicated that their hdknot have a designated govern:

structure for undertaking customer relationship ag@meniactivities. This shows that
majority of commercial banks were committed to th@lementation of the CR!

strategy and had adoptsttuctures to ensure its success.
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4.4 Elements of Customer Relationship Management i@tegy

This section addresses the objective of the stydgnalyzing the various components of
CRM strategy which includes: information technologanagement, people, internal

processes, senior management support and CRM perfice assessment.

4.4 1Information Technology Management

The study sought to establish whether the organizdiad adopted internet based digital
technologies for superior customer relationship ag@ment and how effective they were
and further establish whether the existing infororasystems in the organization were

efficient as seen in Table 4.2

Table 4.2 Effectiveness of the Internet Based Digit Technologies

Effectiveness Frequency Percent
Very effective 1 11.1
Effective 8 88.9
Not Effective 0 0
Not Applicable 0 0
Total 9 100.0

All the respondents were in agreement that thegawoizations had adopted internet
technologies and majority (88.9%) revealed thatititernet based digital technologies
were effective while a further 11.1% revealed tihavas very effective. This indicates
that majority of the commercial banks were commditte achieving CRM success

through information technology
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When asked whether the systems databases providégeture of individual customer
activity 55.6% of the respondents were in agreentaadt the systems databases in their
banks provided a full picture of individual custametivity; However a significant
number (44.6%) revealed that the systems did nmtige a clear picture of individual
customer activities and the related CRM system®wet integrated. This indicated there
was challenge in obtaining full customer informaticStudy also sought to establish
whether the banks conducted regular use reviewheimformation technology systems
for compliance with data security and personal gatdection requirements; the results
are as shown in Table 4.3

Table 4.3 Regular Review son Information Security

Responses Frequency Percent
Yes 6 66.7
No 3 33.3
Total 9 100.0

Majority of the respondents (66.7%) revealed thatrtbanks conducted regular reviews
for compliance with data security and personal geitdection requirements. However,
33.3% of the respondents indicated that their banks ot conduct regular reviews. This
indicates that a majority of banks were committenl maintaining customer

confidentiality.
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4.4.2 People and the Organization

In this section, the study sought to find out tlxéeet to which commercial banks had
invested in training the workforce to support CRWhether the employees within the
organization were involved in strategic design &N and whether reward incentives
were being used to support customer relationshipagement strategy in the commercial
banks as is evident in Table 4.4

Table 4.4 Investment in Training Resources

Extent Frequency Percent
High Extent 3 33.3
Moderate Extent 4 44.4
Low Extent 1 111
Very low Extent 0 0
Not Applicable 11.1
Total 9 100.0

According to most of the respondents (44.4%) theroercial banks had invested in
trainings to support Customer Relationship Managerteea moderate extent. However,
33.3% of the respondents indicated that their bdrdd invested to high extent. This

indicates that majority of the banks had investegrograms to upskill their staff for

effective CRM.
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Table 4.5 Employednvolvement in Strategic Design

Level/ Extent Frequency Percen
Very high Level 0 0
High level 3 33.3
Low 4 44.4
Very low 1 11.1
Not Applicable 1 111
Total 9 100.(

According to 44.4% of the respondents, the empleyere involved in thestrategic
design of CRMo a low exter; this was also supported by 11.1% who indicated tie
involvement was to a very low extent. However, 38.8f the respondents revealed t
employees in their banks had been involved in tretegyic design of the CRM to a hi
extent. This indicateshait most banks management did not involve emploige&RM
strategic design.Findings on the use of reward incentives to support custc

relationship management strategy are as illustiatéigure 4.5

Figure 45 Reward Incentives ir Support of Strategy

44.4%
45.0% A |
40.0%
35.0% -
;g-g:f 1 22.2%
. o
0, -
igg; 11.1% 11.1% 11.1%
. o
10.0% -
5.0% -
0.0% 1 1 1 1 1
Very high High Low Very Low Not
Applicable
Extent

35




44.4% of the respondents indicathat reward incentives wersed to a higlextent; this
was also supported by 11.1% of the respondentsimhicated that the reward incentiv
were being used to a very high exteHowever, 22.2% revealed that the rew
incentives were being used to a low extent whilel%dlindicated to a very low extel
This indicates that a majority of banks had rewaogntives in place to support Ck
The study alssought to establish how employee loyalty can bated according to the
respondents and how this had been adopted by ringpective banks.67% who are
majority of the respondents stated tlrewards, recognition, motivation, benefits

growth oppontinities within the organization would highly creataployee loyalt

4.4 3Internal Processes

The study here sought to find out whether the bamiesnal cross functional proces:
were coordinated in support of customer relationship ag@ment ancwhether the
organization had adopted a mechanism for continirmpsovement of internal busine
processes.

Figure 4.6Co-ordination of Internal Processe:

M Yes W No
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Majority of the respondents (77.8%) agreed that ltheksinternal cross function:
processes wereordinated in support CRM. However, 22.2% of the respondents w
of the contrary opinion and they revealed tinternal cross functional processwere
coordinatedThis illustrates that most of the internal processéhin banks are custom
centic which supports CRNThe study also sought to establish whether commatinit
with customers was cordinatedacrossbusiness units; the results are as illusti in
Figure 4.7.

Figure 4.7Co-ordinated Communication across Business Units

V\Yes

88.9%

M Yes ®mNo

Majority of the respondents (88.9%) agreed thatroomication with customerin their
banks was coordinated across the business units so tstbroers could view tr
organization as an integrated urThe respondents explained that this was me
through the relationship manager, Customer care or freadoffice. Howeve 11.1%
indicated that communication with customers was camirdinated across the busin

units.
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The study also sought to establish whether the drdd adopted a mechanism for
continuous improvement of internal bank processenhance effectiveness of CRM. All
the respondents overwhelmingly stated that thegawizations had adopted this

mechanism through process reviews and alignment.

4.4.4 Senior Management Support

In this section, the study sought to establishrtile of senior management in driving
customer relationship management strategy; findhmwt the senior management was
supporting CRM implementation and also how thejugriced the organizational culture.
When asked to state the role of senior managenmeniriving customer relationship
management strategy for their organizations; Adl tespondents indicated that the role
of senior management was to provide leadershiputfirariving CRM and allocating
resources for effective implementation of thatsigy. When asked about the influence
of the senior management in the shaping the orgaommal culture majority of the
respondents (80%) stated that the senior managenikmnced organization culture by
establishing the values that govern the workplaceel as policy directions/ guidelines.
This demonstrates that senior management suppwedrysimportant for the success of

CRM strategy.
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4.4.5 Performance Assessment on Strategy

In this section, the study sought to find out tiarmels that the banks used to source
feedback from the customers; to establish whetheMCstrategy had performance
metrics at department level and whether the ovemafirovements had significantly
contributed to the improvement of the CRM strategihe results are as shown in Table

4.6

Table 4.6 Models the Bank Use to Source Feedbaclofn Customers

Least Less Moderately | Highly Very Highly
adopted | adopted | Adopted adopted | adopted
F | % F | % F % F |% F %
Customer Care - - - -
2 222 | 3| 333| 4 44.4
centre
Branch Managers | - - - - 2 22.2 5| 55.6 2 22.2
Relationship - - - -
1| 111 8 88.9
Managers
Research Company 1 11]2 |8 88.9- - - - - -
Suggestion boxes 9 100. | - - - - - - - -
0

From Table 4.6 it is discernible that commerciahks source for feedback from
customers in various ways; 44.4% of the respondextsaled that their banks had
adopted Customer Care centre as a source feedimaclctistomers to a very high level;
this was also supported by 33.3% of the respondehts also indicated that Customer

care centers had been highly adopted by their babkghe other hand, majority of the
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respondents (55.6%) revealed tBranch Managers were also a souwté&edback from
customers Moreover, an overwhelming 88.9% indicated thagirttbanks very highl
adoptedRelationship Manage as source of feedback from customé®vever, a simila
percentage revealed that research companies vasteal@opted while all the resndents
were in agreement that suggestion boxes were delagtted asourcesof feedback from

customers.

Figure 4.8Root Causes of Complaints and Action to Prevent Recrence

M Yes

m No

The study also sought to establish whether theseanaechanism for root cal analysis
of customer complaints as a performancerics; Hgure 4.8 illustrates the result
Majority of the respondents (88.9%) revealed there was alwaysvestigation of the
root causes of complaints and proactive acwas taken to prevemécurrenc. However,
11.1% indicated that there was no invesion of the root causes of complaints &no
proactive actiorwas taken 66.7% of the respondents alagreed thacustomers were
regularly informed of the progress of their complaior sevice reques. However,
33.3% of the respondents indicated that they wetenformed about this. This indicat

that banks were committed to resolving issues daistcustomers.
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Figure 4.9 Definedset of Performance Metrics at Departmental Leve

No
11.1%

M Yes

H No

88.9%

On establishingvhether there was defined performance metrics RIMGt department:
level in the bank&8.9% of therespondents confirmed thétere were defined set
performance meits at departmental level that re related to customer experie.
However, 11.1% revealed that there were no eefined set of performance mics at

departmental level.

The study alssought to establiswhether the banks hadkveloped improvemer in

service offering as a result of customfeedback. Figure 4.10 ulktrates the resu

Figure 4.10Tailored Service Offerings/ Improvements That Have Been Delaped

No
11.1%

M Yes

HNo

88.9%
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Majority of the respondents (88.9%) revealed thate¢ were tailored improvements that
had been developed as a result of customer feedbhlmkever, 11.1% indicated that
there were no tailored service offerings or improeats had been developed as a result
of customer feedback. When asked whether the ingpnewts had helped improve
guality of service offered 77.8% of the respondeatsfirmed that the service levels had

improved significantly.

4.5 Relationship between CRM and Competitive Advarige

In this section the study sought to establish tektionship between CRM and
competitive advantage by determining the bigge#tiencers of the banks’ income, the
banks’ key differentiators, and how the commerdianks could create value for

customers.

4.5.1Biggest influencers on the Bank’s Income

When asked to state what they thought were theebigmfluencers of their banks’

income all the respondents indicated that thedsggmfluencers of their banks income
were a mixture of customers, types of products@iaing and the competencies of staff
within the banks. Customers can only give repeatrnass to the banks if they are happy

with the services offered to them.

4.5.2 Key differentiators of the Respective banks

When asked what the key differentiators were fairthhanks 56% of the respondents
indicated that customer service was the differémtia4d% stated that the banks’ products

was the key differentiator because the productrioifiewas diverse and flexible. 10% of
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the respondents indicated their banks’ differeatiatas branch network.

4.5.3 Creating Value for Customers

Lastly, the study sought to find out from the resgents how the commercial banks can
create value for customers. All the respondentsalked that this could be done through
better services, competitive product pricing, et relationship management and
ensuring customer satisfaction; quality serviceoulgh relationships (personalized
service); products custom made to meet clientstdsieend Regular feedback and updates
on any happenings in the bank. These findings atdithat relationship management is a

major source of competitive advantage in Kenyanroengial banks.

4.6 Discussion

The study found out that almost all the banks hddpted internet technologies and
majority revealed that the internet based diggahnologies were effective and that the
systems databases in the banks provided a fullingiatf individual customer activity.
This is in line with Payne (2005) who revealed thla¢ increasing use of digital
technologies by customers and particularly therh@ewas changing what is possible
and what is expected in terms of customer managerhlEnwever, Knox et al (2003)
were of the opinion that technology can certairgyphcompanies to create satisfied and

loyal customers, but it is by no means essentialitwessful CRM.

The study found out that most of the commercialksahad invested in trainings to
support Customer Relationship Management to a natelextent while the employees
were involved in the strategic design of CRM t@wa kxtent. This shows that most banks

management in Kenya did not involve employees iViCRrategic design and would
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jeopardize the successful implementation of the Cfdtegy and reduced commitment
from employees to organizational goals. AccordiagSimns (2003), successive CRM
initiative relies on involving staff in designing at an early stage, rather than simply
imposing it on them; employees who interface witlstomers need to be empowered to

address customers concern promptly.

On the internal processes and the CRM strategynhapf the banks revealed that the
banks internal cross functional processes weredwated in support of CRM; and that
that communication with customers in their banks waordinated across the business
units so that customers could view the organizadisran integrated unit. This is in line
with the empirical literature which indicates th@RM requires the integration of
customer interactions across all communication oéksn front-office and back-office
applications and business functions; and that CR&tess lies in ownership of CRM by

all departments.

On the senior management support, it was found tbat that the role of senior
management was to provide leadership through dyi@RM and allocating resources for
effective implementation of the strategy. The semanagement also had a role to play
in influencing organization culture through estsbing the values that govern the
workplace as well as policy directions / guidelin@is means that management’s
support is very essential in ensuring the succéfiseoCRM strategy. This concurs with
the empirical literature which indicates that sgonanagement commitment to customer
relationship management energizes and stimulatesrgamization to improved service
performance and; that without leadership and emtoest of top management, the CRM

initiative may not get the required attention affdative deployment in the organization.
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The study also found out that majority of the conuia banks had well defined set of
performance metrics at departmental level that wetated to customer experience.
Moreover, it was found out that, the banks hadtelbred improvements that had been
developed as a result of customer feedback. Thislise with the findings of Parvatiyar

and Sheth (2001) who revealed that good monitgpmogedures help avoid relationship
destabilization and the creation of power asymmetrand; also help keep CRM
programs on track given proper alignment of goaésults, and resources and to

safeguard against failure and manage conflictelationships.
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATION

5.1 Introduction

This chapter presented the summary of key datanfysd conclusion drawn from the
findings and recommendation made there-to. The lasioms and recommendations
drawn were focused on addressing theeffect of oustorelationship management

strategy in achieving competitive advantage in cemumal banks in Kenya.

5.2 Summary

On CRM Strategy, majority of the respondents reagahat their banks had clearly
defined customer relationship management strategigh designated governance
structures. On the information technology managémaih the respondents were in
agreement that their organizations had adoptedneteechnologies and further majority
revealed that the internet based digital technelgvere effective; On people and the
organization, the study found out that commercetls had invested in trainings and
other resources to support Customer Relationshipaglament to a moderate extent. On
the other hand, most of the respondents indic&taidthe employees were involved in the
strategic design of CRM to a low extent. Majority the respondents however
acknowledged that the employee/management rewashtives were used to a high
extent to support customer relationship building.gnployees’ loyalty and in the banks,
majority of the respondents stated that rewaradggmitions, motivation, benefits, growth

opportunities within the organization would higleheate employee
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On the internal Processes, the study found outrtfzgority of the banks internal cross
functional processes were coordinated in suppof€RM. In majority of the banks the
customers could also see one seamless face ofatilevithen interacting with the bank
across business units especially in most of thekdgmoducts. Moreover, all the
respondents overwhelmingly agreed that their omgdiins had adopted a mechanism for
continuous improvement of internal business praeessThis was done through
continuous and enhanced training, feedback revipragess reviews and alignment. On
the senior management support, majority of theaedents acknowledged that the senior
management in their banks were supporting CRM implgation; Moreover, the
respondents acknowledged that the senior managdmadna role to play in setting the
organizational culture by establishing the valuest govern the workplace as well as

policy directions/ guidelines.

On CRM performance assessment, the study founthatiin majority of the banks, there
were defined set of performance metrics at depantamhéevel .The study established that
Customer Care Centre, branch managers and relagomsanagers were the major
sources of feedback from customers. Further, tidystlso found out that in majority of
the banks, there was always investigation of tlué causes of complaints and proactive
action was taken to prevent recurrence. Lastlythenrelationship between CRM and
competitive advantage, the study established thatbiggest influencers of their banks
income were a mixture of competitive product prgineffective relationship
management, product innovations, staffs quality i@sgponsiveness to market trends and

needs and repeat business. These also acted &eyhdifferentiators among banks.
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Lastly, the study sought to find out from the resgents how the commercial banks can
create value for customers. Features such as ys#itvices (personalized service),
competitive product pricing, efficient relationshipanagement, customer satisfaction;
products and regular feedback to customers wenedféa be key in creating value for

customers.

5.3 Conclusion

The study concludes that majority of the commerbaiks in Kenya are implementing
customer relationship strategy in order to achiemapetitive advantage and in majority
of these banks the strategy has been effective.eMemwcommercial banks need the
support of both the management and general sthdft€lis commitment on the part of the
management as majority of the banks have commitiedt resources in ensuring the
successful implementation of the CRM Strategy. imi@tion technology is working well
for most banks although there are some challengas need to be addressed on a
continuous basis. Level of staff involvement oftive strategic design of CRM is low.
There is also need for more training of staff thamce skills since the employees are the
key implementers of the CRM strategy. Commercialkisaely majorly on the Customer
Care centers, branch managers and relationship geenas the major sources of
feedback from customers, there is need to estabimte channels to get the customers
feedback. The study also concludes that customatiaeship management affects

business if not properly managed.
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It is also noted that monitoring of the CRM stptén the organization should be regular
and dedicated upon. Monitoring processes can iecphatiodic evaluation of goals and
results, initiating changes in the relationshipusiure and design. Moreover, CRM
training should be done professionally and put iptactice from the management

cascading all the way to the staffs and the reseftscted to the customers of the banks.

5.4 Recommendation

The researcher recommends that although therecamne shallenges in implementing
customer relationship management strategy in cowialdranks, training of employees
is a critical factor for successful implementati@inCRM. The findings from the study
show that the commercial banks offered training/@ala moderate extent. There is need
for commercial banks to offer more and efficieraiiings to ensure that the employees
are well equipped to serve customers. Enhancenoantse information systems are also
key in dealing with the challenges currently beiegperienced with the systems.
Commercial banks should also continue monitoringl avaluating CRM while
increasing customer feedback channels. Moreover, rdsearcher recommends that
commercial banks should always reward and recogier staff whenever they offer
exemplary services to their customers; offer maitoveal benefits, growth opportunities

since these were found to have an effect on thgalty to the bank.
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5.5 Recommendations for Further Research

From the study the researcher recommends thatiksstudy be carried out to establish
the levels of customer satisfaction among Kenyark®austomers as a result of CRM
strategy. Replicate studies can also be carriedogun the different service industry
segments such as a separate study for the hotelstigd telecommunications,

government parastatals, etc, to see the correlafighe findings. The strategists would

therefore have patterns for comparison.

5.6 Limitations of the Study

In conducting the study, the researcher encount@nedmber of challenges. One of the
challenges was lack of cooperation from some ofoaeks who were unwilling to give

information. This study was dependent on primaryadahich was collected from

commercial banks through a questionnaire, but sbamis were unwilling to give such

information. However, the researcher explainedht ianks authorities that the sought
information was just for academic purposes and dadt be released to third party.
Another limitation was that, majority of the banldid not want to authenticate the
information they gave and they limited the inforroatthey gave. Some banks were not
willing to open up on all the strategies that tHegve adopted due to fear of their
competitors. Some of this information was crucial the study to make a formidable

conclusion.
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5.7 Implication on Policy, Theory and Practice

The study findings are expected to have an impacmanner in which Customer
Relationship Management (CRM) Strategy is impleménnh commercial banks. The
CRM strategy could be more enhanced in commereak® by including the important
and crucial aspects identified by the study. Timelifigs of this study add value to the
body of knowledge in the area of Customer RelatigndManagement strategy. This
would create and form a basis for future reseanch bid to come up with better ways
and improved processes to enhance successful iraptation of the strategy. The
increased focus on importance of the customershasultimate user of products or
services produced and; the need for organizatiorernain competitive is expected to
renew the perspective of managing customer relships. It is expected that more
organizations will shift in business focus fromnactional marketing to relationship

marketing.
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APPENDICES

Appendix 1: Questionnaire Cover Letter

Dear Respondent,

| am graduate student at The University of Nairlirsuing a Master of Business
Administration Degree in Strategic Management. lartipl fulfillment of the
requirements of the degree, | am conducting a resean “The effect of Customer
Relationship Management Strategy on Competitiveahtlvge in Commercial Banks in
Kenya” For this reason | would appreciate if youwdokindly spare a few minutes of

your time to fill in this questionnaire to the be$tyour knowledge.

The information obtained will be purely used faademic purposes and the finding of
the research shall be made available to you upqurest. Feel free to avail any additional
information that is relevant to the research butymat have been covered in the
interview.

Thanks you for your cooperation

Yours faithfully,

Patricia Chege

MBA Student

University of Nairobi School of Business
Cc

The Dean, School of Business

University of Nairobi



Appendix Il: Questionnaire

PART A: GENERAL INFORMATION
1. Details of respondent

a) Current Position and Job title of respondent
b) How long have you held the above mentioned position

c) How long have you worked at your bank? (In years)

a) 0-1 year D

b) 2-5years D
c) 5-10 years D
d) 10-15 years D

PART B: CUSTOMER RELATIONSHIP MANAGEMENT (CRM) STRA TEGY
1. CRM Strategy
a) Does the bank have clearly defined customer relghipp management

strategies?(Key:Yes,No)

b) Is there a designated governance structure forrtaidieg customer relationship

management activities?( Key:Yes,No)

2. Information Technology Management

a) How has the organization adopted internet basedatiggchnologies for superior
customer relationship management and how effeiit@
(Key: 1= Very effective, 2= effective, 3=not effaa, 4= not applicable)

b) Do the systems databases provide a full picturmdifidual customer activity and

are customer management related systems integrated?



c) Does the organization conduct regular reviews éongliance with data security and

personal data protection requirements? ?( Key:Y@as,N

d) Do you consider the existing information systamshe organization efficient and to

what extent? Key: 1= Very efficient, 2= efficieBtnot efficient, 4= not applicable

c) Any other comments on information systems managé&éme

3). People and the organization

a) Has the organization invested in training and otkeources to support Customer
Relationship Management related initiatives ana/hiat extent?

(Key: 1= high extent, 2= moderate extent, 3= lowyvéry low, 5= not applicable)

b) To what level/extent are the employees within tiganization involved in strategic
design of customer relationship management?

(Key: 1= Very high level, 2= high level, 3= low, 4=ry low, 5= not applicable

c) To what extent are employee/management reward timesnbeing used to support
customer relationship building (Key: 1= Very hidls high, 3= low, 4= very low, 5=

not applicable)

a) What do you think creates employee loyalty and Inas this been adopted in the

organization

4). Internal Process

a) Are the banks internal cross functional processesrdinated in support of



customer relationship management?(Yes/No)

b) When interacting with the bank across businesssudut the customers see one
seamless face of your bank? (Yes/No
c) Is communication with customers coordinated actiosdusiness units so that

customers view the organization as an integrat&@ un

d) Has the organization has adopted a mechanism fainc@us improvement of
internal business process-es?

5). Senior Management Support

a) What is the role of senior management in drivingtomer relationship

management strategy for the organization?

b) How does senior management support CRM Implemeniati

c) How does the senior management influence the arghonal culture?

6). CRM Performance Assessment.
1. Which models does the bank use to source fekdlmna customers?

With 1 being least adopted and 5 being highly adoptl, please rank with (X) in the
table belowl 2345

I.  Customer Care Centre
ii.  Branch Managers
ii.  Relationship Managers
iv. Research Company

V. Suggestion boxes

vi.  Others (Please specify)



d) There is investigation of the root causes of comfaand proactive action to prevent

recurrence. ?(Key:Yes,No)

e) There is a defined a set of performance metrickeptirtmental level that are related

to customer experience. ?(Key:Yes,No)

f) Tailored service offerings or improvements havenbeeveloped as a result of
customer feedback. ?(Key:Yes,No)

g) Overall, improvements have helped significantlyitgprove Customer Relationship

Management. ?(Key:Yes,No)

h) Customers are regularly informed of the progresgheir complaints or service

requests. ?(Key:Yes,No)

7.Relationship between CRM and Competitive Advaatag

a)What do you think are the biggest influences auryBank’s income

b)In comparison to other banks, which are the kffgréntiators of your bank ranked in
Priority

c)Who are your major competitors and why do yousater them so

d)What do you think creates value for customers



Appendix IlI: Central Bank of Kenya: Classification of Kenyan Banks by Peer Group

Market % of Total number of

Size Net the Total %of TOTAL %of the | Total no of deposit | %of the | Loan %of the

Index Assets Market | deposits | Market CAPITAL Market | accounts(millions) | market | Accounts(millions) market
Weighting 0.33 0.33 0.33 0.005 0.005
Large peer group >5%
Kenya Commercial Bank Ltd 13.54% 304,112 13.10% 423 13.1% 52,926 14.69 1.283 8.09% 0.221 10{6%
Equity Bank Ltd 10.06% 215,829 9.30% 140,286 8.2% 2,642 11.8% 7.025 44.29% 0.782 37.3%
Cooperative bank (K) Ltd 8.74% 199,663 8.60% 162,2 9.5% 28,967 8.09 2.326 14.67P% 0.259 12.4%
Standard Chartered Bank K Ltd 8.29% 195,493 8.40%40,5P5 8.2% 30,603 8.49 0.171 1.08% 0.038 1{8%
Barclays bank of Kenya Ltd 8.08% 185,102 790% 989, 8.1% 29,583 8.29 1.134 7.15% 0.273 13.0%
CFC Stanbic bank Ltd 5.01% 133,378 5.70% 75,633 %414 18,101 5.0%) 0.088 0.55% 0.031 1.3%

76.50

Sub-total 53.72% | 1,233,577| 52.94% 880,119| 51.50%) 202,853| 56.00% 12.028| 75.83% 1.60% %
Medium Peer Group >1% <5%
NIC Bank Ltd 4.32% 101,772 4.40% 77,466 4.5% 15,065 4.2% 0.052 0.33 0.026 00
Diamond Trust Bank Ltd 4.10% 94,512 4.10% 72,505 2%4 14,878 4.1% 0.092 0.58 0.013 Q.6
Commercial Bank of Africa Ltd 4.08% 100,456 4.30% 9,996 4.7% 11,641 3.29 1.064 6.71 0.089 4.2
| & M Bank Ltd 4.08% 91,520 3.90% 65,640 3.8% 16,99 4.6% 0.058 0.37 0.00y 03
Citibank NA 3.42% 69,580 3.00% 44,012 2.§% 17,346 .8%4 0.002 0.0 0.001 0.p
National Bank of Kenya Ltd 3.00% 67,135 2.90% 55,19 3.2% 10,450 2.99 0.47p 2.99 0.063 B.0




Baroda Bank Ltd

1.929 46,138 2.00P% 38,382 2.2% &[5 1.6% 0.039 0.24 0.002 11
Chase bank Ltd 1.87% 49,105 2.10% 36,506 211% 5101 1.4% 0.055 0.35 0.011 b
Bank of Africa Ltd 1.83% 48,958 2.10% 35,100 2.1% ,019 1.4% 0.037 0.21 0.013 6
Prime Bank Ltd 1.71% 43,468 1.90% 36,7[15 2.1% 4075 1.2% 0.023 0.15 0.008 a1
Housing Finance Co. of Kenya Ltd 1.4900 40,686 1.70% 22,968 1.3% 5,144 1.4% 0.034 0.34 0.905 0.2
Imperial Bank Ltd 1.44% 34,590 1.50% 27,581 1.6% 554, 1.3% 0.041 0.2¢ 0.009 5
Family Bank Ltd 1.42% 30,98% 1.30% 24,680 1.4% 486 1.3% 1.15 7.2§ 0.109 P
Bank of India Ltd 1.08% 24,877 1.10% 18,282 1.1% 063, 1.1% 0.014 0.0¢ 0.001L 0
Ecobank Kenya Ltd 1.06% 31,711 1.40% 21,475 113% 999 0.60% 0.074 0.47 0.036 7
Sub-total 36.82% | 875,566 37.60% | 656,451 38.40% | 126,639 35% 3229 20.36% | 0.389 18.60%
Continous
Small Peer Group <1%
ABC bank Ltd 0.76 19,071 0.8 15,2585 0.9 2,112 P.6 .018 0.12 0.002 0.1
Fina Bank Ltd 0.74 17,15 0. 13,747 Q.8 2,304 0.7 0.017 0.11 0.007 0.1
Consolidated Bank 0.66 18,001 0.8 13,325 0.8 1674 04 0.045 0.28 0.013 0.p
Gulf African Bank Ltd 0.56 13,56 0.6 11,684 a.7 56, 04 0.041 0.26 0.00p 03
GiroCommercialBank Ltd 0.54 12,280 0|5 10,4R0 D.6 773 0.5 0.009 0.0¢ 0.00p 0/1
Equitorial Commercial Bank Ltd 0.52 14,109 0.6 B39 0.8 722 0.2 0.01 0.0p 0.005 g.2
Fidelity Bank Ltd 0.48 11,772 0.5 10,527 0.6 1,185 0.3 0.008 0.05 0.001 0.L




Guardian Bank Ltd 0.44 11,745 0 10,374 D.6 1,219 03 0.008 0.05) 0.001

Victoria Commercial Bank Ltd 0.4 10,323 0 7561 04 2,036 0.6 0.004 0.02 0 0
Development of kenya Ltd 0.4 13,417 Q. 6,953 0.4 1,634 0.5 0.002 0.01 0.001 0
Habib AG Zurich 0.43 9,707 0. 7,748 05 1,530 0.4 0.007 0.04 0 0.0
Krep bank Ltd 0.42 9,544 0. 6,650 0.4 1,527 p.4 21D. 1.33 0.047 2.3
Transnational Bank Ltd 0.42 8,801 0l 6,535 D.4 34,8 0.5 0.037 0.23 0.004 0,
First Community Bank Ltd 0.42 9,95p 0 8,883 5 ,078 0.3 0.047, 0.3 0.00p 0
Paramount Universal bankLtd 0.4 7,255 6,084 4 0. 1,136 0.3 0.010 0.06 0.001 0l
Habib Bank Ltd 0.32 7,014 0. 5,195 0.3 1,348 D.4 .000 0.03 0 0.0
Oriental Commercial Bank Ltd 0.3 6,220 a. 4,806 3D 1,385 0.4 0.006 0.04 D 0
Credit Bank Ltd 0.29 6,407 0. 4,741 0.3 1,479 0.3 0.009 0.05 0.002 0.1
Jamii Bora Bank Ltd 0.27 3,48D 0 1,213 0.1 2,093 0.6 0.098 0.62 0.013 0.
Middle east Bank Ltd 0.26 5,87D 0 3,907 2 1,124 0.3 0.002 0.01 a 0.
UBA Bank Kenya ltd 0.18 2,924 0. 1,343 g.1 1,219 30 0.003 0.02 0 0.1
Dubai Bank Ltd 0.15 2,584 0. 1,361 0.1 onz D.3 06.0 0.04 0 0.0
Charterhouse Bank Ltd 0.0 0 - 0o - 0 0.905 0.03 0.0
Sub-total 9.46% 221,192 9.50% 171,264 10% 32,961 9% 0.605 3.81% 0.102 4.90%
Grand Total 100.00 2,330,335 1009 1,707,834 100%| 362 182 100% 15.861 100% 2.096 100%




