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ABSTRACT 

This study is about strategic chang' m nngl:'mcnt nt Nl -Bank ofKcnya . It contends that 

the banking industry inK nya lrl~ t l 'n •'H)\ ing v~ry fa st in numbers, range of services, 

number of regulation.... n l '' 11 .1 I.IJI.Ihdtt to compl ~x customer relations; however, 

there has not h e11 m • tudy or findings on strategic change management. 

'l'lli ~ tud '. th •t •h,t • • the question, how arc strategic changes managed in 

N I( · llt11k i11 th f fa t changing banking industry in Kenya and what factor 

i n l1u~:n~:~: it': 

Th~ obj ~tive: of the tudy included investigating how strategic changes were managed 

at ·1c -Bank. and determining the factors influencing strategic change management at 

' IC-Bank. 

The ~rudy finding will contribute to strategic change management at Nl -Bank, and to 

the generation of knowledge on trategic change management in organization·. Through 

the finding~. 'IC-Bank will be in a po ition to restructure their perfom1ance in such a 

wa as to cnabh.: them achieve their goals and objectives. In addition. the study' ill add 

knowlcdg~.: to the e:i ting body of knO\\'kdg~.: and open up url.!as for furthl.!r 

re a h. ln ddition. thl.! tudy will ontributl.! to sll tl.!gic ch·mgl.! mana •~.:mcnt th~.:ot'}' h • 

mp titi ' riv lry in the banking indu try th t i. imc l nt pmlit 

m . imiz ti n y int r u ing 1 m nt u h th n ' ' ph n m n 111 ot 1ohil Bankin ' 

n lnt m t B n ·m th t h vc 11 it •ul ti n 

K n) th t. hi h n 

h n m th 



This study was a case study. The data of the study was collected from 54 N IC-Bank 

management and staff in the h ad ffi 'C nnd its sixteen branches. The respondents 

included the branch manag r~ nd kpartmcntnl heads and managers. The data was 

co llected qualitatively thin • illl ·n i " -.dl~o:du l ·s and analyzed qualitatively by checking 

l(>r intcmal con i leu •, or missing cases. This invo lved narrati ve analyses 

to cstahli h p 111 'Ill 111 I ant 11 I tion hips among vari abl es. The data was then interpreted 

lll'C\ll'dlll • ll1 ·m •t in theme and presented in the form of narrati ve. 

'I hL· ·tudy ~\ n ludcd that tratcgic changes occurred in the bank frequently and these 

''ere dktuted y intemal factors, extemal factors and technological factors. Micro- and 

ma ·ro le\ el policie- in Kenya that included lower inflation rates, lower intere t rates 

·harged b) Central Bank of Kenya to commercial banks, good perf01mance of Nairobi 

tock Exchange. and lower cost of electricity contributed to the change experienced by 

the bank. 



TABLE OF CONTENTS 

Declaration ...... ....................... ............................. ..................................... ...... ............ .......... 11 

Acknowledgements .......................................................................... ........................ ..... .. .. . Ill 

Dedication .............................. ......................... ........................................................... .... .... iv 

Abstract .................................................................................................................... ........... v 

I . f'f" lX ~tst (> tgUt 'C ,,,,,,,,,,,,,,,,,,, .,,,,,,,,,,,., ....•......... ....................... . .................. . 

( ;II 1,' 1'1 •~ 1{ > I•: I ' II ( l lU '110 ............................................................................ ! 

1.1 H 1 ·kg1 1und l the tudy ......................... ............................................................. l 

I . I. I , ll at 'gi hange Management .......................................................................... I 

l. l.- Banking Industry in Kenya ................................................................................ 3 

l.l .• 1IC-Bank ........................................................................................................... 3 

l Re eal·ch Problem 4 ·- ····································································································· 
1.3 R earch Objecuves .................................................................................................. 6 

1.4 alue of the Study .................................................................................................... 7 

CHAPTER T" 'O: LITERATURE REVIEW ................................................................ 8 

2. l Introduction ...................................................................... · ..................... · .. · .......... · .. ·· 

2.2 trategic Change Management ......................................................... ....................... . 

2.3 trat gi Change Model .......................................................................................... 9 

-.4 I or c ot trategic hnnge ..................................................... ... ........... ................. II 

2. . I . . . 11 trnkgtt: 1nngcs m rgamzatron ........................ .......................... • 

f u 1tcgi h n c 1an gcmcnt in r aniz 1tion ............................. I > 

(.., I\' • •••• ••• •• •• • •••• • • ••• ••• •• • ••••• •••••••• • •• • l 

u ti 11 •••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••.•.••••••••••••••••••••••••• 1 

i 11 ••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• ••••••••••••••••••••••••••••••••••••••• 1 

ti Jl ••·•••••··••••••••••••••••••••••••••••••••••••··•••••··•••••··•••··•••••···•••••··••••··••••••••••••••• 1 



3.3 .1 Sources ...... . .......... ............... .. ......... . . . .... ... ... .. ..... . . .. .. . ......... .. 18 

3.3.2 Methods .......... . . .. ..... . ..... . ............. .. ..... .. ......... . .... ..... . . .... . . . ... 18 

3.3.3 Tools ... .... ... ... .. . ... .... ... ........................ ... .... .. ...... ... . .. ........ ... 18 

3.3 .4 Proc ~our"' ·········-······· ··· · ····················· · ···· ··· ····· ··· · · ············ ··· 19 

3.4 1)ata 11 II ' i ....................................................................... .. .... .. .. .. .... .. .. .......... .. ... 19 

< II 1,'11'1{ I« t 1{ : I \I \ \ AL SIS, FINOJNGS AND ANALYSES .................. 20 

1.1 lnl&\1 lu ti 1 ............................ ... .... ............................................ .... ...... .... .... ....... ..... 20 

h r:actcri tics of Respondents ........ .. ........................ .. .. .. ................ 20 

)Ill . l f drategic hangc Management with Respect to N l -Bank ...... .. ....... ... 24 

4.4 'ature fChange ........................................................... ........... ........ .... ................. 25 

4.: hnpact of Changes .......................... .... .......... ... ....................................................... 26 

4.6 our e of the Changes ............................................................................................ 27 

4. Re i tance to Changes .................. .. ......................................................................... 27 

4. Change Management Approaches ............. ... .. ................................. .. ... .. ................ 2 

CHAPTER FIVE: t:MARY, C01 CLU 10 DR OMME DATIO .. 29 

- .2 Conclusion ...... .... .. .. .................................... ....... ..................... ........... ................. .... 29 

- .3 Re ommcndation for Further tudy ..................... .. .......... .. ...... .............. .. ....... .. .. .. 29 

. 
Ill 



Ll T OF FIGURES 
Fig. 4.1: Age of Respond ·nb 

Fig. 4.2: Occupation Pr )f "it\n t\1 P u.pond 'n ls 

Fig. 4.3 : l!du ati~ n 1 u lifi .tlinn <ll R<.:sp()l)cknls 



CHAPT R ONE: INTRODUCTION 

1.1 Background to th tuu. 

This study is on tt. 1 h.ml'l mn n:l''~mcnt strategies at NlC-Bank of Kenya. It 

k is :-.tratcgic changes when their obj ectives can no longer 

h~ ud ·qu11 ·1 II\ 1 "ithin the scope of their present operating environment, and then it 

manugc these changes. There arc many strategic changes in the banking 

indu ·tr_ in Ken_, a that have to be managed. 

They are a a re ult of the new banking regulations; for instance, the Finance Act 2008, 

which took effect on I January 2009 requiring banks and mortgage Grm to build a 

minimum core capital of KShs 1 billion by December 20 12. This requirement will help 

tran form small banks into more stable organizations. The implementation or thi 

requirement poses a challenge to some of the existing bank and they may be forced to 

merge in order to comply. Global financial cri is experienced in late 2008 i expected to 

affect the banking indu try in Kenya e pecially in regard to depo ·it· mobilization, 

redu ti n in trade volume and the performance of asset ore en the declining intl.:rcsl 

margin . hen e reducing the prolitabilit f the b nk · ( entral Bank or Kenya, 20 l 0). 

1.1.1 trat gi han g \l anag m nt 

han •ing the organiz ti mal •i ion mi ion )bj tiv~.: an I th~.: 

Ul mp tith 

nt r rd in th nn 



quality, or state over time in an organization' alignment with its external environment 

(Rajagopalan & Sprcitz r, l 7 . 

In his age of dis ntmuit .. I'·" .Hii m, Dru~k~r id~ntifi ~d four sources of strategic changes 

all in ' 'itahly I ace as new technologies, globalization, cultural 

apital. lie argues that it is now virtuall y impossible to predict 

ing conclu ion from the past. The business enviro nment continues to 

b~ '~r~ tluid: there~ re, it i most unlikely to arrive at an accurate prediction of the firm 's 

future 01 'rating environment, though it is possible to account for the common trategic 

change to organizations (Drucker, 1969). 

Drucker' position is further strengthened by the observation of Tonler. Through his 

argument that technological changes tend to have shorter lifespan with each succeeding 

generation, the major problem i how firm can adapt to the 'C change ·. omctimc · the 

re i tance or acceptance of the changt= cau e chao , confu ion or even crious probkms 

t th timt and their bu incs environment (T filer, 1970). Thi is l'urther observed by 

Hamel in hi one pt of tratcgic de ay that h~ a scrts that no matter how brilliant the 

trnte i hange t an organizati n urc they will pa \vith time (llamcl , 2000). 

ui t fi mt 

nh imin • i 1\ in 

. In th 
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quality, or state over time in an rganizntion's alignment with its external environment 

(Rajagopalan & pr itz 'r, 1 ). 

In his agt of di mtinuir 1 .u.tdi 1m, Drucker identi lied four sources of strategic changes 

n 111 in it, hly face as new technologies, globalization, cultural 

c capital. lie argues that it is now virtually impos ible to predict 

\in • conclusions from the past. The business enviro nment continues to 

b ·' ·r. lluid: therefore, it is most unlikely to arrive at an accurate prediction of the firm 's 

futu1 perating environment, though it is possible to account for the common tra tegic 

change· to organizations (Drucker, 1969). 

Dru ker' position is further strengthened by the ob ervations of Tofller. Through his 

argument that technological changes tend to have horter life pan with each ucceeding 

generation. the major problem i how firms can adapt to these changes. ometime. the 

n.: i tan e or a c ptan e of the change cau e · chao , confusion ore en ·e1ious problems 

to the firm and their busine environments (Tofller, 1970). 1 his is ltll1hl.!r ohse1 ed by 

H md in hi oncept of tratcgic de~.;ay that he a si.!I1 that no matter h)\\' brilliant thl.! 

nh ) th 

n rg nization 1rc, they will pa with time (I lamcl, 2000). 
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organizations, Tichy (19 3) fonnulnt ' d three things that should be carefully watched: 

technical and produ ti n, p 1hti 'al. nd r 'source allocation, and corporate culture. 

1.1.2 Hunkin • In h1,H·. in"-''" ·:\ 

' lh B tuk in • in lu t in K " a is 'OV~.:rn ~.:d by the Companies Act, the Banking Act, the 

K n ·a Act and the various prudential guidelines issued by the Central 

BK . The banking sector was liberalized in 1995 and exchange controls 

Jill L TI1ere ~ere forty six banking and non bank institutions, liftcen micro linance 

in tituti n and one hundred and nine fore ign exchange bureau . The banks have come 

together under the Kenya Bankers Association (KBA), which serve as a lobby Cor the 

banking ector's interests with the increased reserve money, declining intere t rate· and 

impa t of global financial crises (Central Bank of Kenya, 20 l 0). 

0\ er the la t few years, the Banking ector in Kenya has continued to growth in assets, 

dcpo its. profitability and product offering. The growth has been mainly underpinned by 

an indu. try wide branch network cxpan ·ion trategy both in Kenya and in the Eust 

fri an c mmunity region. and automation or a large number of services . '1 h~.:t~.: is 

in rca d Hnp tition over th~.: Ia t few ycat te ulting from in rca~cd innov ttions sudl 

m bit b nking n I lntcm t b nking that ha e p u d high libet t1.: hn )lo ' ' 

ri. 2 

1.1 nk 

t1 m in 



performance sine it in eption. Th ' Bank's capital base is Kshs. 4.7 Billion and NIC 

Bank share ar qu t -J n th~.: nirobi tock xchange with approximately 21,000 

sharcholdets of "hi h 7 1'1 , .nt institutional investors. The bank has 17 branches, 9 of 

which uc in 

mmcrcial banking license in 1995. ln order to effectively divers ify into 

m in tt am c mmercial banking, NIC Bank merged in November 1997 with African 

l\let antilc Bank Limited (AMBank), which was then owned by FCS, by way of a share 

.,, ap. The purpose of this merger was to allow NIC Bank to enhance its market position, 

prO\·ide a broader and more efficient range of services to it customers and increase the 

return to shareholders. The bank has grown from a small micro-credit company to a fu ll

blown bank offering variety of service . However, there has not been any sy ·tematic 

tudy to explore strategic change management trategies u cd by the bank in order to 

cope with it fa t growing pace ( IC Annual Report, 2009). 

1.2 Re carch Problem 

ut t nciing · ompani lo c their mark~.:t lcadcr ~ hip wh~.:n conlhmtc l with distuptiv~.: 

tt: hn I •y. hen the nc d for tt tcgi 

n. I 7. P (I 0 

bu in 

h 

nt in ' 

ntinu u ly 1 ~.:-in • nt th m h•~.: \ • 

nut,ulin • 
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migrations concept in bu in em ironment. He says that businesses arc in a state of 

strategic anticipation I p )Ssibk future ' hangcs in their businc s environment, hence the 

need to introdu · n l m uu~·~ ~tr:lk •il.' changl.!s. 

'I h · b mkin • i1 tu u in K~c·n a has hl.!l.!ll growing very fast in numbers, range of services, 

uluti n an<l al so adaptability to complex customer relations. The 2008 

H lllk in t, r in tance, forces banks to have attained a minimum of I billion in Kenya 

hillin minimum reserves by 2012 (Central Bank of Kenya, 20 10). This will force 

mrnl) bank~ to merge. In addition, because of the increased competition, the profitability 

le\·el of bank diminishes resulting to many strategic changes within the speci fie banks in 

order to make up. Such cases are not unique to NIC-Bank that ha , grown from a financial 

In titution to a vibrant commercial bank through many trategic change ' (N lC -Bank, 

2010). 

Pre\ tou tudie m establi hing tratcgic change imposed by competition into 

organizations ar a follow : Gckongc ( 1999) studied stratcgtc hangc manag~.:ml.!nt 

P cti c by Kenyan Companie with rdcrcncc to compani~.:s listed in uirobt • tock 

E: h ng and on ludcd that many companies listed in air lhi tock l~. chan •c wcr • 

till truggling with how to mun. gc h, ngc to cnh m:c their pet h 11 c value, und 

Ru m nt P1 ti in 1 il lbi B lt\1 1 md 

th u l if nd pi m nt m rc up n r Ul 

In 
1\ 



private public organization "ith resp' t to Kenya Commercial Bank Ltd and concluded 

that Kenya Comm r i I B m\.. mnnng 'd change by project model , which entailed 

restructuring op 

increa ing th u 

tit· Kl'l 

. n l t~hrnndin) of their products using KES 60,000,000 and 

1 .. Mu •o (2006) on strategic change management practices in 

""L'" .. " '~o:d 1ha1 KPLC faced many changes as a result of policy and 

n of electricity in Kenya in addition to vandalism. The company 

th 'n uneillancc of its installations and rationing of electrici ty. Amenya (2008), 

1.m th"' thcr hand, tudicd management of strategic change at Rift Valley Railway 

{Ken~ ) Limited and observed that the reason why the company failed wa as a result of 

p or management of strategic changes, and in crafting new vision·. Finally, Ndope 

(200 ) studied strategic change management process at the Nair bi tock xchange and 

con luded that orne of the ways that they managed change included the increased 

automation of activities; for instance, tarting of the cntral Depo it ystem and a\ ·o 

introdu tion of legi \ation in 2006 and 200 to that effect. 

How~.:vcr, there wa no y tcmatic ·tudy or findings from the foregoing on strategi · 

h ngc man emcnt at I -B, nk. 'I hi tudy then.: fore ought to sk the question. h l\\' 

rnanag d at I -B mk in the !~1 c of ft t h m•in • banking 

m u ll)' in Ken) influ n I it. 

l. ll th 

lh d lU 
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11. To determine the fa tors intluen ing strategic change management at NIC-Bank. 

1.4 Value of the tud) 

1 he study findin ·~ iH ( ntt ihllk 1() strategic change management at NIC-Bank, and to 

the g ·11 't llt 111 , kn ' 1~ cl l~ on strategic change management in organizations. Through 

-rank will be in a position to restructure their performance in such a 

n ble them achieve their goals and obj ectives. In addition, the study w ill add 

· 1tn' kn ' ledge to the existing body of knowledge and open up areas for furth er 

1 ·earch. 

In addition. the study will contribute to strategic change management theory by 

di cu ing competitive rivalry in the banking industry that is aimed at pro lit 

max.imization by interfusing elements such as the new phen menon of mobi le banking 

and Internet Banking that have been perfected in Kenya and a requisite regu lation 

enacted by the Central Bank of Kenya to the effect. Thi ha · ncce itatcd ·trategic 

hangc in the banking indu try. 



CH PT R T\VO: LITERATURE REVIEW 

2.1 Introduction 

'I hi chnpt ·r pr nl thl \Hll i~·a l nnd •mpirica I I i tcrature relating to strategic change 
uuu1 1 • ·m ·nt . 

h n ' tan agcmcnt 

1 h' m u r i uc \ ith trategic change management in the banking sector has been 
t ·~tm l gical changes that have resulted to strategic changes in lirm ·. mpanics have to 
adapt to f~t changing technological knowledge that the competitor · would usc to have a 
competiti\'e edge. By this decision, the company tries to conquer the ever changing 
demands of external environment by using existing knowledge more c!Tectivcly. This i · 
not different from , IC-Bank whose competitor have embraced mobile banking and 
internet banking technology ea il y. 

In hi attempt to unravel the nature or strategic change managcml.!nt. Mmtzbl.!rg ( 199 )) 

nclude that there arc live type or strategies: strateg as plan - a din:ction. guid~.:, 

ti n - intended rather than a tual; · tratcgy a ploy - 1 numcuv~.:r inh.:ndl.!d to 
ut ~it a mpctit r: tmt gy p tt m- a ~.:on it nt pattcm of p t bch tvior- tc tlizl.!d 
th r th n im nd d; 

ithin th 

t m1in pnm nl~ b 

t m1'n prim ril b 

h 

iti n - I bt nd • p lu t , ot tltnp mi.: 
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It could be affected by th ~ . tnt e. of firms and their external environments. Because the 
performance of firms mi_lht b~ kp 'ntknt on the lit between firms and their external 
environm nb, th 'PI .ll .ln1..'1.s or novd opportunities and threats in the external 

cnviw11111 ·nt , in th r "ot d:-.. th~.: change of external environments require firms to adapt 

n It< nm nts again. As a result, firms would change their strategy in 

th n ironmental changes. The state of the firm s will al o affect the 

f tratcgic change. ror example, firms tend to adopt new strategies in the 

fu" '~l financial di tress for the purpose of breaking the critical situations. Additionall y, 

012anization would possess structural inertia that they tend to keep their previous 
·tructure and strategy (Hannan & Freeman, 1984). 

Rajagopalan and Spreitzer ( 1997) suggest that the external environment could not be 

con tantly decided; it would be decided depending on the decision maker's cognition of 
e. temal environment. The occurrence of strategic change would be related to the1r 

cognition of . temal environment. Therefore, the factors " hich at't'cct decision maker's 

ognition of cxtcmal environment would al o af cct strategic change. 

2.3 trat gi hangc M odel 

n rg niz ti n nb ithcr r tiv or pro 1 ti\ c. With 11.: pcct to , tt.llc' ' 

m ry mm to thut 

th ry nfl i t m d 1. ~um 

-b 
nd up n r finn 

in th ir d ired bj In hi 
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environment. Strategic onfli 't theor looks at strategic changes within an organization 

and managing th m i u~st10n or ' ilher managing competitors or rivals or just 

m.,· 01 lll<Hkls on strategic change management. They include 

mmic and open system::; school. The behavioral school expounded 

h ' th rc ponds to the effect that strategic changes in organizations arc as a 
1 ' uh f indi idual actions and can be resolved by indiv idual related management 
ltudkc-. Thi reflective of the psychological experi ments of B. F. Skinner and Pavlov 
\\ ith dog . The resolution comes from motivational model as advanced by Ma ·low 
(Cumminga & Warley, 2001). 

The groups dynamics model of strategic change management talk of change management 

a a group management paradigm and is responsive to the idea of collective bcha ior. In 
thi model, for trategic change to be managed effecti ely, there should be a group-wid~.: 

management model (Cole, 2004). The open 'ystcm theory is an organization model that 

t lk about change manag mcnl a an all-encompassing pro ~.:ss in th~.: organization. 'I his 

in the r aim of organization vi i n, mission, res urces that the organization deploys to 

1intzbcrg et al. I 9 ). 

In dditi n. Fi h r' nd K \ ·onh m nti nm 

pi in h p pl rc 1 

m in n 



than others, depending on their temperament , life experiences, degree of control and so 

on. People may regr s t .m carlil.'r stng' depending on their situation (Fisher, 2005) . 

Kottc1 id ulifi d i In :.ll'J . th.ll tll: d to be taken in order to manage change success fully. 

'l in.: • t p '-' t.1hlishin, a sense of urgency, formin g a powerful guiding 

<1 diti 11\. 1 un a lear ision, com municating the vi sion, empowering others to act on 

th · 't i n. 1lanning and creating short-term wins, consolidating improvements and 

pt ' lu ing till more change, and institutionaliz ing new approaches. These steps arc ba ed 

on lid foundation of communication, empowerment and locus. nee the change has 

een made. it is important to embed the new approaches so that people do not slip into 

old habit . ~lonitoring, feedback and intervention arc necessary for a suflic ient period 

after the changes has occurred (Kotter, 1996) . 

2A Forces of Strategic Change 

There are two major force to strategic change in an organization: intemal and external 

fa tor . orne of the factor:s that nccc itate change in an organization include n.:sponse to 

demand, tncrg 1 , takeover , failure of · uppliers, trading rdah:d changes such as 

hange rat pr blcm . he intem. 1 changes. requite olkn the de iled chung~.:s that an.: 

d n in n. t l cnhan e cl 1 .icn y md qualit •, n~.:ed 

pl ym nt in v rna 1 n 1 betl 1 pwlu thit: 

Ki 
rc ult mp titi n n l n 
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liz ti n 
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creating change in organizati n,. The,' ' hnngcs affect decision-making as organizations 

are forced to rccogniz ' th t th~?~ n~?~?d I -nders who arc innovative, creative visionaries 

who undc1 t nd th '.1ri \h ~·n ttnnml.'n ts that their organizations are operating in, and 

arc tbl 

ill I Ill IIi 

n1 i .1t~; Ill'> c n these di ITerent environments. A convergence of 

1 h as the increase in overseas production of goods and ervices; 

n umcr demand in emerging markets worldwide; declining barriers to 

e aided by rapidly changing technology, have created a globalized 

~ n m. in \\ hich inter-dependency among countries has emerged as the norm today. 

Th refl re the hiring practices of companies who arc seeking the best talent have changed 

becau .e the best talent might no longer be resident in the home country. 

Technology is like a two-edged sword that can make our live caster or worse. The 

Internet ha revolutionized the way in which infonnation i · exchanged, communication 

facilitated and commerce conduct d. Technology is rapidly changing and eflccti c 

m nagcmcnt d ·mand more knowledge in these areas in order r r companies to manage 

thdr re ource nd dcvdop. maintain or keep their cornpetitivc edge \i hilc t~.:dmolog 

h ~.:n bl d tim1 t ave time and mone. bye( nductin • bu in..:s such a negotiations. 

t d • nd 
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Knowledgeable worker 

creative people with n 

mpri.c n ompany's intellectual capital and are made up of 

1 h.;l$ nnd problem-solving skills. Managing its knowledge 

assets can gi' m1. n .1 'l) tnpditivc edge as it effectively utilizes the experti e, 

kill , iut 11 ·t, m I ld.ttion:-.lups ol' members of the organization. For example, a 

ment ef f'mts can be great! y enhanced when knowledge that is 

1 • i I 111 m it mtcm tiona! taknt pool is tapped at its source, since a manager who is 

the und and part of the local culture might be better able to ense 

'll\ i1 nmemal change than one who is not. Keeping knowledgeable workers motivated 

and in\..enlivized by both intrinsic and extrinsic means will cau e organizations to re-think 

and hange their benefits and compensation methods and, perhaps, even redefine the 

traditional vie\: of the employer-employee relationship into omething new, uch a· a 

company-contractor model, for example (Kotter, 1996). 

An important pan of knowledge management is effectively managing rganintion-wide 

ollaboration. U of appropriate technology and applications can facilitate 

ommunication bdwccn an organization and its . takl:holders, and help in di!Ter\:nl t>pcs 

f internal and krnal ollabotatiYc pn cc. scs. This then act as a r)r c for ~.:han • 
D vid, 2 
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other words, that change i rarely for th ' b ~;tt er. There arc some reasons employees res ist 

change: uncertainty nd m~~.; 'tmt., reaction aga inst the way change is presented, threats 

ni i m .md Ia '"- of trust, and perceptual differences and lack o f 

undc1 tnn lin • 

refreezing. nl'rcczing involves developing an initial awareness of the 

t 1 h ngc and the forces supporting and res isti ng change. Because most people and 

org nizati n prefer stability and the perpetuation of the status quo, a succe ·s!u l change 

pr cc · mu t overcome the status quo by unfreezing old behaviors, processes, or 

·tructure. This approach includes the use of one-on-one discussions, presentations to 

groups. memo reports, company newsletter , training programs, and demonstrations to 

educate employees about an imminent change and help them ce the logic of the decision. 

Deficicncie in the current situation arc identified and the benefit · of the replacement arc 

trc ed (David, 2009). 

hanging fo u e on learning new behavior . hange n.:sults fr Hn indi idua\s being 

un mforta le ith the idcntiticd negative bchavio und hcin , pre nted with new 

b h va· rol 1 • n nd upp rt. In thi ph c. umcthin • th.:\\ t1ke plac~.: II\ ,1 

lly impl m nt d. hi i th 1 int t 
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processes, structure . or people, th"' annot sit back and expect the change to be 

maintained over tim . B ·hn\ ttW::\ that nr ' positively reinforced tend to be repeated. In 

mi '"must b~: pnid to how th0 new behavior wi ll be reinforced and 

n:wUtd ·d K tt • , I 

I h u < n m '• nL~ation a l culture changes as a way of managing resistance 

ulture and people change in an organization refers to a shift in employees' 

' 1lu . 1 nn • attitude , beliefs, and behavior. Changes in culture and people pertain to 

h)\\' emplo) e think; they're changes in mind-set rather than technology, structure, or 

produd . People change pertains to just a few employees, such as when a handful of 

middle managers are sent to a training course to improve their leader hip skills. ulture 

change penains to the organization as a whole, such as changing an organization from a 

bureaucratic structure to a more participatory environment which focuse on employees 

providing cu tomer ervice and quality through teamwork and employee participation 

David. 2009). 

To ov~.:rcomc r~.: i tancc, manag~.:r can imolvc worhrs in th~.: change process h} 

mmuni ating p~.:nly ah mt hangc , providing advance..: notice ol an up~.:omin • dum•~.:. 

nd r urin • w lrkcl that ch,m •~.: will not 

urity. In dili n, m t ) imph:m~.:nt 
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There are a couple of oth r ways to manage resistance to change. Leaming to love change 

is paramount. In additi n. inn 'l \ ntion, llcxibi lity by empowering people in the 

organizations and ~t.\bli. hin_, '(mit ol ::;y::;tcms wi II enable in managing change (Kotter, 

1996). I. ·ad 1 

of th' I i 'Ill\ 

th · ' lliU I 

pt lb\ 'Ill• 

t I t\ id. 

'ill inp h) ·mhracc change; they must be curious and appreciative 

it of other cultures. The must be trust-worthy and llexible; and 

trong time management, communication, conOict-management, 

nd people-skills in order to effectively manage the e drivers of change 

2.6 hallenge of trategic Change Management in Organizations 

Planning and managing change, both cultural and technological, i one of the most 

hallenging elements of a manager's job. A manager can plan in anticipation of a change. 

Diagno ing the cause of change and tructuring a program to promote a smooth 

tran ition to the new proce . structure, etc. i critical to a manager's success (Bumes, 

2 

ne~.::d t b~ awan: that organization change in a numbl!r of diml!nsions that 

nc an th r. 'I h e dimension in ludc e:tent of plmnin •. de •n:e of 
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organizational member are a ' tiYcl im ol cd in lea rning how to plan and implement 

change while help ing }y ~ n ~ t~ting problem (Kotter, 1996). 

In addition, org niz ui n. 1 lun .' ~ pm ' rams can va ry with respect to the hierarchical 

level o < I ' hk h tlt ~..: change is targeted. Some changes are des igned to 

iullu ' It l , 1 m:um mcnt and a~s i st them in becoming stronger leaders. Other change 

I c ba ic learning, such as customer services techniques for lower 

I ,. ·1 e . 1 it very stiff and bureaucratic? Is there a need for emphas is on 

. p edure . and rules? Some organizations are very stiff and bureaucratic and 

muy need to "loosen up." Other organizations may suffer from lack of organ ization 

'trudure. They may need to emphasize policies, procedures, and rules (Kotter, 1996). 



CHAPTER THREE: RESEARCH METHODOLOGY 

3.1 Introduction 

'· n ., · .. ·h 1 .. , .. n 

rhi a a ca c study. Research design is the arrangement of conditions for 

· )lk ti n and analysis of data in a manner that aims at combining relevance to the 

II! ,ean.:h purpo e with economy in procedure (Mugenda & Mugenda, 2003) . 

3.3 Data Collection 

3.3.1 Sources 

The data of the study was collected from 54 NIC-Bank management and ·tuff in the head 

offi e and it 1xteen branche . The Management re pondcnt included the branch 

manager and departmental head and manager . The other respondents were starr at 

upcrvi or and officer le\"els. 

3.3.2 leth d 

h d t [i r th tudy \ '8 11 tc I qualit tivcl • u in inh.:n icw s ·h~.:dulc . 
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Nachmias, 1996). It wa appropriate for this study because it will allow for clarifications 

and probing ofrespon e a th int~?l i~?\ is on '~"O ing. 

3.3.4 Procedure 

'I he iutervi w . tmini ll:.n.:d dir~ctly to th~ respondents after consent is secured 

" ·' " h 

,1t.1 anul) i i more or less the ways with which to handle the raw data in order to 

fu 'ilitate understanding and reporting of fi ndings to meet the obj ectives of the study. 

After the interYie~ schedules are administered, they were then checked for internal 

con i tency. extreme cases or missing cases. The data was analyzed qua litatively. This 

involYed narrative analyses to establish patterns and intetTelationships among variab les. 

The data was then interpreted according to emerging themes and presented in the form or 

narrative. 



CHAPTER FO R: D TA ANALYSIS, RESULTS AND DISCUSSION 

4.1 Introduction 

1 his chaptct pr nt th 'lin lttw. and nnalys~s or the study. It specifically focuses on the 

di.:mo •wplti · of tlw respondents, the context of strategic change 

Ill 1111 '.'Ill 'Ill t to J(> Hank objccti ves and goa ls, nature of the changes, 

h ngc , impact of the changes, resistance to the changes, and change 

man 11; mem approachc . 

4 ... Demooraphic Characteristics of Respondents 

There ''ere a total of 54 respondents out of the targeted 70, making 7 5% o [ the 

re 'pendent . 

4.2.1 ge of Respondents 

Al there pendent interviewed were between 35 and 60 year of age. Those between 35-

40 years were the majority at 35 %, followed by 41-45 years at 24°1o, 46-50 years at 19°o, 

-1--- :-car at 15% and 56-60 years at 7%. 



• 35·40 ye<JrS 

• •l1·45 ye.1rs 

• 46·50 years 

• 51·55 vears 

• 56·60 years 

4.2.2 Occupation/ Profession of Respondents 

Majonty (83°1o) of the n.:spondcnts were qualified banker:-., except those in Technology 

and operations, HR. and administration and premises, making 17%. 

Fig. 4.2: Occupation' Profession of Respondents 

• B.'lnkcr 

• Others 

4.2.3 Educational Qualification of Respondents 
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.\tajorit) (57" o) of the respondenb ''ere graduate:-. ha' ing first and ccond degree and 

some with professional qualilicutions: ''hereas the rest (43%) \\ere ccnilicate and 

diploma holders. 

Fig. 4.3: Educational QualificatiOn of Respondents 

• Gr~tlu3 1C 

• Ccrtt f •.;,Uc/ d•Pium:l 

4.2.4 Posi tion/ De ignation of Respondents 

Majority (57°'o) of the resondents were in senior management positions at the headquarter 

office:>. \\ hereas 43~o were 1\mrobi branch managers. It was also worth noting that most 

of the baranch mangers were female. There was no explanation given by the management 

for this. 

Fig. 4.4: Position De~ignation of Respondents 
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4.2.5 Departments of Rc poodcots 

• Senaor hcadquJrlcr 
management 

• Branch man ... gcml•nt 

The rcspondcnb were drawn from se,en (7) department~. Majority (26%) came from 

corporate banking. foiiO\\Cd by technology and operations at 18% and persoanl banking 

at 17%. 

Fig. 4.5: Departments of Rc:,pondcnts 
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4.2.6 \\ ork Experience of Respondents 

Majorit) (39°'o) of the respondents have had between 4 and 5 )Cars of cxpcnencc in thc4 

bank. This is follov.·ed by those with 2-3 years and 6-7 years at 31 % and 15°/o 

respectively. 

Fig. 4.6: Work Experience of Respondents 

3,G% 

m 2·3v••ar$ 

• .2 5y.:ar:. 

6 7 ~~ar:. 

• 8·9vcar$ 

• over t 0 y('<JrS 

4.3 Con teAt of Strategic Change Management with Respect to NJC-Bank 

4.3.1 Customer Need 

According to the respondents, strategic change management in the bank was necessitated 

by and large by customer needs that were manipulated by changes in the external 

environment, especially the activities of the competitors. ln the case of N lC-Bank, 

customer need entailed targeting the unbanked, improving on efficiency, satisfactory 

service, following ethical standards, boost economic growth and major in corporate social 

responsibility. 
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The corporate social responsibility component of the bank centred on education, child 

health. em aronmental protection and employee welfare. The latter \\th implemented 

through constant communacauon. obsen ing ethacal standards, and truining. 

4.3.2 Fulfilment of OrganiTational Objectives 

There \\Cre many factor:-. that influenced the fulfilment of the organizational objecti\'CS, 

while amposing strategic changes. They include socaalization of bank's customers on the 

use of technology and personalized sen ice, corporation with shareholders, product nnd 

geographical da\ersilication. employee skills and experience enhancement. and proper 

sen icc delivery. 

ln addition. business friendly micro- and macro economic policies in Kenya such as 

lo\ver inflation, reduced interest on lending by Central Bank of Kcn)a. increased anvcstor 

confidence after a peaceful referendum and passage of the new constitution in 20 I 0, good 

perfom1ancc of 1\.uroba Stock Exchange. good weather condHtons that lowered cost of 

electricity and impro\'ed people's purchasing power. Finally. improved corporate social 

responsibility framework also helped to shape strategac changes at the bank. 

4.4 aturc of Change 

According to the respondents. there were both positi\e and negative changes experienced 

b) the bank. In the positi\'e changes. the following were recorded : 

• lncn.:ascd usc of technology 

• Mobile banking 

• Internet banking 
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• Reponing u ing International Financial Rt.-poning ) tern (IFRS) 

• Gro\\ th of the bank as cen in the number of branchc that mo\ ed from 12 to 16. 

profit margin and capital ba c of the bank 

The negati\C change~. according to the re pondcnt . centred on competition. 1 hi::. \\US 

more SC\crc in asset finance and intcre:-.t rates charged. The bank was C\Cr on high alert 

monitoring the performance of competitors with rc~pcct to the same. hence incn!ascd 

work load and :.tress to the employecs. 

4.5 Impact of Changes 

The change \\:ere reported to have impacted both on the individual employees and the 

organization. 

4.5.1 Impact of Changes to the lndi\iduals 

The respondents said that the challcng\..-s expcnenced by the bank affected them in many 

way:s. The po iti\e changes enhanced their profc sional gr0\\1h. whereas the negative 

change increa~cd the•r workload. A paltry I ~o of the respondents inter\ icwcd affirmed 

that the changes experienced by the bank did not affect them in any way. 

4.5.2 Impact of Changes to the Organization 

According to the n.">Spondent.. the changes experienced by the bank affected it in the 

following ways: 

• The bank was forced to develop new products to cater for the ever expandmg 

needs of the customers 
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• The bank experienced decreased number of customers 

• The bank experienced customer retention problems 

• The bank was forced to rcvie\\ tlS interest rates C\"CI)' time to reflect market 

dynamic~ 

4.6 ourcc o f the Changes 

The changes experienced by the organization emanated from internal change of focus by 

the bank (i.e. strategic changes), external environment and technological changes. The 

internal change~ entailed change of vision from corporate banking to offering variety of 

services including mtcro-finance and dividend polic) that rooted for ploughing back for 

the gro\\:th or the bank. In addttion. the top management pla)cd a significant role in 

initiating the l:hangcs. According to the respondents. they decided on the system of 

change to be cncctcd and also on the financial allocation for implementation and 

management of changes. 

The external environment through the forces of demand and supply, on the other hand, 

dictated what was happening with respect to the charges for services; whereas 

technological changes that increased customer convenience and decreased the use of 

physical banking \t,.·crc very significant. 

4.7 Rc~i ta nce to Changes 

According to the respondents. majoril)' of the changes to do with vision. mission and core 

values did not experience any resistance. HO\\<ever, technological changes faced the 

strongest resistance from both employees and customer:;. For mstance, most customers 
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did not use their mobile phones to check their balances C\ en if it \\as the most convenient 

way to do so. and most employees \\ere not enthusiastic in learning how to usc new 

accounting or banking software. 

~.8 Change Management Approaches 

There were only tow major approaches to managing change at the bank. according to the 

re pondcnts: ( 1) training. and (2) change of missiOn. The bank was forced to effect 

trainings for both stafl' and customers in order to manage the changes. Workshops and 

scmanars were utilized \\ ith respect to staff: whereas press ad' crtiscrncnts. events and 

notifications. c-mails and bulk short messages were used for training customers. 

ln the second approach. the bank was forced to change its mission from purely corporate 

banking engagement to oiTering multiplicity of services that included micro-finance in 

order to be competiti\e in the mdustry. 
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CHAPTER FIVE: li\IMARY, CO~CLlJSIO~ A~D REC0\1\lE"iO:\TIO'S 

5.1 Introduction 

This chapter pn.:scnts the conclusion to the study and recommendations for further study. 

5.2 Conclusion 

In the fulfilment of the objccti\cs. the study has been \el) successful. In the first 

objecti\e of investigating strategic change:, at the bank. the study found that strategic 

changes occurred in the bank frequently and these \\Cre dictated by internal factors, 

external factors and technological factors. 

ln the ccond objccthc. micro- and macro level policies in Kenya that included lower 

intlation mtes, lower interest ratt..'S charged by Central Bank of Kenya to commcrctal 

banks. good pcrfonnance of ~airobt Stock Exchange. and lower cost of eh:ctricity 

contributed to thl! changes experienced by the bank. 

5.3 Recommendations for Further Study 

As an extension of this study. there is need for a comparative study 111 any other banks to 

ascertain if there arc similariue:; or differences with respect to change management io the 

banking sector m Kenya. 
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