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ABSTRACT

This study set out to explore the challenges oflemgnting Agency Banking as an
expansion strategy at Kenya Commercial Bank Growp Kenya Commercial Bank is
one among 42 other commercial banks in Kenya tivat &2 subset in the set of Financial
Institutions. The emphasis of this study was lad l@ow the structure, leadership,
processes and culture affected the implementatiohgency Banking as an expansion
strategy in KCB. It also shows how the precedingdies favored or challenged the
implementation. The project used the approach ehse study to have an in-depth
analysis of how the various factors attributedttategy, challenged its implementation.
Primary data was collected through the use of aerview guide and data collected
analyzed through content analysis. Secondary dai® eollected through the use of
circulars, staff magazines emails and staff notegraining for Agency Banking. Key
findings of the study revealed that KCB underwentwanber of challenges while
implementing Agency Banking as an expansion styatége study details the use of
communication, leadership, training and recognitienfactors that helped mitigate the
influence of challenges to implementation. Thegedatailed to show specifically how as
key factors, KCB used them to prepare and trairstaf and other key stakeholders that
were deemed important for the implementation. Theartance and dependence of other
organizations that would give support to Kenya Caruial Bank Group Ltd are noted in
the study and how they too influenced Agency Bagkmplementation. The study also
presents the competitive environment and how otmenpeting financial institutions
played a part in shaping key decisions that wouddp hin implementation. Key
competitors are depicted in this study not onlyter commercial banks and financial
Institutions but also Mobile Phone providers whokia lead in the introduction of
mobile money. The study also found out that chartgestructure and culture were
inevitable for the smooth implementation of Agemanking. The study concluded that
Agency banking faced a number of challenges dutsgnplementation stage at KCB
and it recommends that a similar study be carrigd® cover other financial institutions
that have embraced Agency Banking as a growthesgjyail his will help develop policies
that will govern and streamline Agency Banking las same is developing within the

economy.
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CHAPTER ONE: INTRODUCTION

1.1 Background of The Study

The environment in which organizations exist isyv@ynamic and changes are frequent
and punitive if there are no strategies to combaniigate them. Yet in this turbulent
environment, organizations are not only expectedstovive but also to have a
competitive advantage over their competitors. Ttasessitates the need for strategy as
defined by Porter (1996). Porter (1996) noted thtaategic decisions are aimed at
differentiating an organization from its compet#an a way that is sustainable in the
future. Organizations therefore need strategy stasu their rapid expansion in the very
competitive environment. The current consumer i®rined, he keeps abreast with
technology and has a broad spectrum from which Hoose. This challenges the
organizations not only to come up with good stratedut also with mechanisms to

implement them.

Conditions to implement strategies must prevadriger for the success of the strategy to
be successful. Companies have long known that toopepetitive they must re-align
structures, systems, leadership behavior, humasures policies culture, values and
management processédhis negates the idea that a well communicatetegly equals
successful implementation as does a narrow nomsyic and programmatic approach.
Implementing strategy would have key challenges ity need to be overcome in order

to fully appreciate the results of implementatiém organization that seeks to achieve



any strategy in order to attain a key success ffattoh as growth will need to define its

concept of the strategy.

1.1.1 The Concept of Strategy | mplementation

Strategy implementation involves the translatiormahosen strategy into organizational
action so as to achieve the desired goals andtolgeclt can be defined as the manner in
which an organization should develop, utilize antalgamate organizational structure,
control systems and culture to follow strategiest flead to competitive advantage and

better performance (Mintzberg and Quinn, 1991).

Strategy implementation will bring into focus theste for the company to adapt to
change, or to be a pioneer in change in order twiva the turbulent waters of

competition (Muthuiya, 2004). It may take a proaetiapproach where the company
management takes a bold move to functionalize taedoroom decisions to swim in un-

familiar waters or to adapt a wait and see attitiosvard change.

It is widely accepted that strategy’s role is indiaing an organization’s interaction with
its environment and thereby propelling it towardsihg a competitive advantage over its
competitors (Ansoff, 1990). To remain at the helmt@ grow to the top requires the
organization’s mechanisms of strategy implementatm overcome the challenges of
implementation. To assess growth, the company reguihe adoption of a growth

strategy that defines the measure of growth whetbalitative or quantitative.



1.1.2 Expansion Strategy

Every business even monopolies believe that thezecastomers it has not reached;
customers that would otherwise be purchasing frieamt but due to certain reasons are
not (Koske, 2003). It believes that there are qusts it can attract from competition and
a number of customers that it could loose. It tfoeeeneeds to attract more customers by

appealing to them and reaching them with its préglutneeds to expand.

There are a number of strategies for expandingsaess and the owners of the business
have the responsibility of making sound decisiohise management has a range of
choices to pick in line with how they want the Imesis to expand (Gakenia, 2008). A
business may use mergers, acquisitions, IPOs, Hising or borrow from Ansoff's
Growth Matrix amongst many other strategies of dhovnsoff's Growth Matrix acts as

a good summary for all.

It is in exploring the strategy of growth and exgian that the financial sector in Kenya
in support of the government’s Vision 2030 came with the concept of Agency

Banking. The financial institution in Kenya was egped to explore and implement
innovative models that would deepen its suppothécountry’s savings and investment

growth.



1.1.3 Agency Banking

Agency Banking as a strategy, depicts its conceph fthe Branchless banking model
onto which the wordings are used interchangeabignéhless banking is a distribution
channel strategy used for delivering financial ggs without relying on bank branches
(lvatury and Mars, 2008). It represents a cheafternative to conventional branch-
based banking through the use of delivery chanliiadsretail outlets, mobile phones,
internet, automated teller machines (ATMs), Poirfale devices etc. Agency banking is
a type of branchless banking where third partiesimrolved in performing some of the

activities that are traditionally performed in barkhalls by bank personnel.

The Consultative Group to Assist the Poor (CGAR)jdates that branchless banking or
Agency Banking should comprise of the followingreénts; use of technology, such as
payment cards or mobile phones to identify custesmand record transactions
electronically and in some cases to allow custont@isitiate transactions remotely, use
of (exclusive or non-exclusive) third party outlstech as post offices and small retailers
that act as agencies for financial service prowderd that enable customers to perform
functions that require their physical presence hsag cash handling and customer due
diligence for account opening, offer service suslibasic cash deposit and withdrawal in
addition to transactional or payment services drey tshould have the backing of a
government-recognized deposit taking institutionhsas a formally licensed bank. The
Agency outlets should structure the above so tlhigtocners can use these banking
services on a regular basis (available during nbbmsiness hours) and without the need

to go into banking halls (lvatury and Mars, 2008).



The deregulation of some controls within the bagksector introduced a considerable
amount of flexibility, e.g. the Finance act of 200fat became operational in January
2010 amended the banking act to enable the usegeh@y bankers by Commercial

Banks. The deregulation has increased competitimongst the banks and resulted in
rapid product developments and great expansions A&s necessitated the banking
regulators to review legislation that seeks to gebtustomers and also curb forms of
money laundering and terrorism financing (Madu@0&). The controls do not attempt to
manage individual banks but impose some discigméhat banks assuming more risks
are forced to create their own form of protectigaiast the possibility that such activities
should take place (Onyango, 2010). The CBK has atsne to enforce regulations

against breach of such in institutions that are Finaincial Institutions but that have a
form of money transaction from one customer to lamotMost of such institutions are

mobiles phone operators which allow the transaabiomoney contributing a great deal
to Branchless Banking (BB). This has increasedfith@ncial services outreach to the
unbanked population. This study has limited its pecdo challenges in strategy
implementation the case of agency banking in corai@ebanks. However, commercial

banks cannot take on agency banking without the loélother market players like

telecom companies and technology service proviflgreacio and Hannah, 2008). Such

companies in Kenya assist greatly in the exchahgdgarmation between parties.



1.1.4 Overview of Kenya Commercial Bank Group Limited

There are about 42 commercial banks that form #r&king industry in Kenya. These
banks play a vital role within the country by en@ging the culture of formal saving
(Madura, 2008). KCB is among the five largest bamksasset growth and the largest by
branch network. The bank was established in 188&gahe East African Coastline when
its predecessor, the National Bank of India opeaedutlet in Mombasa. It acquired
Savings and Loan (K) Ltd in 1972 to specialize iortgage finance and in pursuit of its
Vision: To be the preferred financial solutions\pder in Africa with a global reach the
bank extended its operations to Tanzania, Ugandath8n Sudan and Rwanda (KCB
website. March 2011). The Government has over gagsyreduced its shareholding from

100% to 17.74% following the rights issues exeraistne years 2004 and 2008.

The Central Bank of Kenya is the main regulatohwmithe country following the statutes
laid down in the Kenyan laws. This limits the freed within which the commercial
banks can operate and also determines how fasetiter can grow. KCB’s performance
was good during the years before 2000 with itsiggaharginally improving but in the
year 2002 the bank returned a Ksh2 billon loss mearly went under (KCB Cascade

staff Newsletter July, 2008).

The bank provides its customers with a wide arfapamking and financial services in
Corporate banking, Retail banking, Trade Financertyage Finance, Asset Based
Finance, Card Facilities all through propositiorenf small to medium enterprises and

individual clients. It also focuses on exploringpoptunities across the region for further



expansion. The bank is run by a CEO who reportthéoBoard of Directors (KCB

website. March 2011)

The banks expansion strategy is to be a broad baggdnal bank by venturing and
expanding its operations in the East African regibbradopts the strategies of market
expansion and penetration in embracing modern tdobgy to reach the unbanked
population and penetrate to new territories, whiatonsiders potential. Its growth into
the East African market is greatly necessitatethbymove towards economic integration

and trade liberalization (KCB Cascade staff Nevisteiuly 2008).

1.2 Research Problem

Overcoming challenges in strategy implementatiocessitates the successful adoption
of strategy. Many strategies are not fully realigee to inability to overcome challenges
or poor implementation structures and proceduresleds strategy is translated to
measures that employees can understand, it bedamt=d to accept its functionality
(Lynch, 2002). This curtails the positive attribaiter development that the strategy was
to bring. The organization must therefore work wndtion in a way that mitigates any
form of challenges to strategy implementation. Mgrind Hepplewhite (2004) have
noted that companies face two key challenges wihiddilhg strategic capabilities these
are how to create a tight fit between strategiorjies of the business and management
education programs and how to deliver programs #natpowerful enough to change

behavior. These two work hand in hand to facilims@mooth implementation of strategy.



Agency Banking has become a new way through whishrék can provide services to its
customers without the necessity of the customemsrgginto the banking halls. Through
mobile phones, point of sale materials, internet eash dispensing machines, customers
can transact money through their accounts. The lgrécates through defined and
regulated Agents to reach its clientele. DevelopngAgency channel for a bank and
implementation of the same could present a rangeedfnological and operational
challenges that are new for a bank. The main amgdlebeing strategic that is in
understanding specifically how the new channel wotit within its customer
segmentation, service proposition, and brandingaives. (Ignacio and Hannah, 2008).
The challenge would particularly be important faCB& as a commercial bank as it works
on the implementation of AB as a way to offer bagkservices. The bank required to
tackle basic financial education, develop apprderoducts that target their customer
needs, find effective ways to reach their custonvath effective marketing messages

and put in place a good system for checking custadeatification.

KCB in following its vision and mission introducédyency banking in 2010. A team of
senior managers from different divisions headeda lojvisional director was put in place
to form a workable model that could be used to comevith an operational manual to
define KCB Agency Banking and implement it. Thismstrategy would increase ways
and means through which the bank’s customers doatgsact without the need to come
to the banking hall. It would reduce the need tb ygu banking premises with staff and

work stations and associated costs yet it woultcgintrol or mitigate banking risks. It



would empower customers to access their monies laengawithin the republic as long as

there was a banks’ Agency within reach.

Previous studies have dealt with challenges in emgnting strategy but none specific
has dealt with the study of challenges of implenmgnagency banking as an expansion
strategy within Kenya Commercial Bank Group Ltd.k&asa (2008) for example did a
study on Strategy Implementation by KCB, Kanini@pdid a study in Implementing
Strategic Information Systems in commercial banksKienya, Waweru and Kalani
(2009) did a study on the Commercial Banking Cirisi&enya — Causes and Remedies.
Nabutola (2004) did a study on Risk and Disasten&@@ment in Commercial Banks and
Juma Kiprotich (2008) did a study in Strategic iexpentation and its Challenges but at
the African Braille Centre. CGAP 2010 Notes on Ration of Branchless Banking in
Kenya studies the legal and policy changes throtingh end of 2009. To the best
knowledge of the study, no known study has beenedon the challenges of
implementing Agency Banking as a growth strategK@anya Commercial Bank group
Limited. The study seeks to answer the questiorgtwhallenges has KCB undergone in

implementing agency banking as an expansion sirateg

1.3 Research Objective

The objective of the study was to establish thellehges of implementing agency

banking as an expansion strategy at KCB Ltd.



1.4 Valueof The Study

This study helps the KCB management to understdm@ dhallenges that AB
implementation has undergone and how good praétare the same can be used in
future implementation developments. It elaboratsgists them to assess how effective
the implementation strategies have been and ifidsred end product was achieved. It
also assists them to improve systems in areas whersame is seen as necessary. The
study is in line with the bank’s overall missiongrbwing their existing business whilst
building the platform to be the preferred Finan@&allutions Provider in Africa with a

Global reach.

This study enhances knowledge on how the implertientaf agency banking as an
expansion strategy undergoes a metamorphosis, ¢lgefdctors that challenge the
development of a new strategy and how factorstibht to mitigate the negative aspects
of implementation can be overcome. This will he@tld value to the practice of Agency
Banking and its implementation to other organizatiahat may need to implement it.
This study helps other organizations to avoid eppre for implementation challenges in

good time.

This study assists the Government to understanegssen agency banking which can
then help in policy formulation as AB is still ametrategy with limited regulations. The
study assists the government realize an open averareate more jobs for its citizens as
more people embrace AB. This can improve the gdassestic product (GDP), due to

increased disposable income to individuals, helpradication of poverty and also work

10



towards the fulfilment of Vision 2030. The Goverent also stands to make more

revenue from increased business in agency banking.

This study benefits Researchers, Academicians andeBts especially for those who
may want to undertake a similar study in futureadts as a bench mark, an eye opener
for more studies in the same or similar fields anitlalso act as a lead or pioneer study

in the specific field.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter entails studies that have been doredation to this study and a summary of
major issues to what has been established. Thaerhalgo relates the empirical studies
on the subject matter in order to expound the direstablished theories. The sources of

this literature review are books, Internet websitesvsletters, reports and journals.

2.2 The Concept of Strategy

Different authors have defined the practice anccephof strategy variedly for example,
Ansoff and McDonnell (1990) define Strategy as & cfedecision making rules for
guidance of organization behavior. Scholes and slwhrf2004) defines Strategy as the
direction and scope of an organization over the ltamm which achieves advantage for
the organization through its configuration of resas within a challenging environment
to meet the need of markets and to fulfill stakkleoexpectations i.e. where the business

is trying to get in the long term.

Johnson and Scholes (2004) definition identifiegselcomponents of strategy. One is the
need to define scope and range of organizatiomgtaes within the specific environment
it operates in, two is the need of customers andkets® matched against resource

capabilities to determine long term direction ahid the role which stake holders have

12



on the strategy circulation because of their infkee over the values, beliefs and

principles which govern organization behavior andibess conduct.

Drucker (1998) traces the word ‘strategy’ from &é&gu” meaning ‘to plan the

destruction of ones enemies through effective dseespurces. This was due to early
Greek developing the concept for military commasderachieve winning in a war. The
concept changed in the 1960s to incorporate dedsibat corporate organizations
adopted in order to compete effectively with othearghe same line of manufacturing. It
can be seen that formal strategic managementsbeginnings in the 1950’s as the early

writers of strategy depict. The works of Drucke®%8) collaborate these findings.

Strategy will be conceptualized as a term for ojpegeat both corporate and competitive
levels (Lucy, 2008). Corporate Strategy is defirec the action plans which influence
the portfolio of different activities in the firnOperationally this can be seen as a level of

diversity and the management of diversified se¢tgssnd businesses.

Pearce and Robinson (1997) define strategy as& detisions and actions that result in
the formation and implementation of plans desigteedchieve a company’s objective.
This brings about the concept of planning systerallyi towards the desired effects if
particular decisions are articulated for implem#aota Best performances are put in

place to assist the decisions taken in order teeaelthe desires of the company.

13



Bryson’s (1995) definition of strategy incorporatebroad spectrum of plans of purpose,
policies, actions, decisions and/or resource dilogss that defines what an organization
is, what it does and why it does what it does. Bms definition incorporates the
definitions of many writers as it shows the pragitiourpose of planning with a thought
process supposed to end at a precedented endtailsea broad overview of looking at

corporate planning.

2.3 Expansion Strategy

The strategic decisions companies make often imvaleciding on how to grow and
develop the business using the resources and opi@s that it has. Understanding the
different ways a company can grow is necessaryreedied (Clare, 2008). Companies
can spend money on undertaking internal expansiateveloping externally. This may
include licensing, franchising, alliance buildingdaacquisitions. Businesses may achieve
expansion by undertaking the developments themsehie being referred to as organic

growth (Clare, 2008) or by contracting other orgations to do it for them.

A survey of 100 companies carried out in the US#nTfr1909 to 1948 stated that few
companies that have stuck to their traditional potsland methods have grown in stature
(Ansoff, 1954). Ansoff noted that there is no reasm believe that organizations now at
the top will stay there except as they keep abreaghe race for innovation and
competition. This necessitates the proactive natarean organization to adopt an
expansion strategy. Mc Cathy (1986) pointed out thabasic problem existed in

understanding growth. He noted that larger devdirads are so different from small

14



firms that in many ways it is hard to see that they of the same genus. In enterprise
growth this metamorphosis is explained more grdgumlterms of a business life cycle
comprising of a number of phases or stages. Thagesare then associated with generic
management problems and organizational charadtsribat manifest with time (Cooper,
and Pamela, 1998). This shows that a businessyswach an open system that needs to

continuously develop a system of internal learimgdapt to an implemented strategy.

Young firms are said to have a high propensity b because new organizational
members cannot quickly adjust to new roles and imgrkrelationships and these
organizations lack a ‘track record’ with outsideyers and suppliers making it difficult
for the organization to grow (Stacey, 1992). Thidig of this phenomenon known as
‘the liability of newness’ has been supported inuanber of studies that seek to explain

the life cycle of an organization and how strategg help them grow or expand.

Ansoff’'s Growth Matrix (Ansoff, 1990), shades mdight on how an organizations can
adopt different strategies for expansion. The mede developed by H. Igor Ansoff and
it serves to set a firm thinking about the direction which it could benefit more in
embracing growth. The matrix helps the firm to aesto whether it wants to expand to
new markets or target the existing market. Iniitsptest form, the two axes in Ansoff’s

growth Matrix are marked by product and market eesigely.

15



Figure 1: Ansoff's Growth Matrix

Existing Products New Products
Existing Markets Market Penetration Product Development
New Markets Market Development Diversification

(Adapted from Ansoff and M cDonnell, 1990)

There are four quadrants in the matrix describingrewth strategy. In the Market
Penetration segment, the firm aims to sell moré&soéxisting products in the markets
they are already in. More resources are therefbtweated to sales and marketing. There
is minimal risk here as the firm is dealing in anfort zone. The great draw back in this
strategy is that there is a limitation on how mubk market can grow (Ansoff and

McDonnell, 1990).

In the market development segment, existing pradact sold to new markets. The new
markets would either be geographical markets oeva target market that had not been
sold to before. The firm in this segment requirpensling more resources in sales and
marketing to persuade the new consumers to purchias@roducts (Ansoff, and

McDonnell, 1990).

In the product development segment, the stratedy iacrease the product range as a
company cannot rely on one product for its sustemam good example is with

companies in the cosmetic sector, apparels molbitengp communications banking etc

16



which are always coming up with new products oreligwing the existing ones in order
to remain competitive and relevant. This is net¢atsd by the changing needs of the

market and consumer tastes are paramount in prdduetopment.

Diversification is always seen as a high risk sqgtwhere a firm sells entirely new
products to new customers in new markets. This rhaye been driven to great
opportunity that has been identified in a new miarkes a strategy that needs high level
assessment before a decision to venture in is égupen. It could include related
diversification where e.g. a chocolate manufacturindustry goes into pastry or
unrelated diversification where the firm engagesinompletely new venture where it
has limited knowledge e.g. when Virgin went intovadising (Scholes and Johnson,

2004).

2.4 Agency Banking Strategy

With the advent of technological advancement asbeas seen in the 2entury, it has
become possible for several services once considepeeserve of certain providers to be
incorporated and used with an ease of accessilbditmany more would be channels.
Such is the case with Agency banking which is idezhto enable institutions provide
banking services in a more cost effective and dygwdleaper way to its customers. A
good example is depicted in Peru where the intrbolicof Agency Banking increased
financial services access from 5% to 14% of theankbd population (lvatury and Mars,
2008). In Brazil, a total of 100,000 outlets hawei turned into agency banks reaching

an extra thirteen million people since 1999.

17



The goals of agency banking as a strategy is toe@se revenue from additional
investments, to increase customer base and mahkee,sto improve indirect branch
productivity by reducing congestion in the branchesl to offer low cost solutions in
areas with potentially less number and volume afgactions. It is further intended to
enhance easy financial accessibility both for tindaked and the banked population
(lvatury and Ignacio Mars, 2008). It is said thatvlincome earners often feel more
comfortable banking at their local store than wadkinto a marble branch a fact that is

well manipulated by Agency banking.

2.4.1 Agency Banking Models

Agency banking can be categorized into three mosigt$ as one-to-one, one-to-many
and many-to-many. In the one-to-one model, one hzffders mobile phone banking
services in collaboration with a specific superrageg. when Equity Bank partnered
with Safaricom to offer an M-Kesho product (Mwar2@07). The one to one model does
not require exclusivity and thereby a bank can tsexeeral one to one arrangements with
different providers. In the one-to-many model, akbaffers banking services using e.g.
mobile connections of several telecom companies Mlodel offers the possibility of the
bank reaching any bankable customer who has a enphibne. In the many-to-many
model, many banks and many telecom companies jamd$ to offer services to all
bankable customers. This model requires a centmlegsing system which should be
capable of; settling all transactions on a reaktimasis, store all proof of transaction and

provide a day end transaction of accounts to alkba
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2.4.2 Agency Banking Agents

In its most basic form, a retail outlet servingaas agent for a bank is a transactional
channel permitting bank customers to withdraw aegogdit cash into or from their
accounts, open accounts as well as perform a rahgkectronic transactions, including
enquiries on account balances or recent movemeamds naoney transfers between
accounts (lvatury and Mars 2008). This requires #ugents be trustworthy to both the
bank and its customers. To enhance trust and aidignall transactions must be
initiated by the customer and are recorded elewtatly by the bank through the POS
terminal. The three parties to a transaction he.dgent, the customer and the bank all
have two factors of security. These are a seceettification code or card and a pin to

authenticate the transactions (Kunetal. 2006).

The Agents key role is to act as a go-between #mk fand the client ensuring that the
client gets the services as fast and as accurdie asuld in a banking hall. The agents
achieve this through the use of technological de/such as a mobile phone connection
that supports information interlink between thetoogers account at the bank and the
Agents main account referred to as a float accignacio, M and Hanna, S. 2008). The
interlink provides that the money can be transtéekectronically from the Agents float

account to the customers bank account in the daaaeleposit where the customer gives

liquid cash to the Agent.
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2.4.3 The Legal Framework on Agency Banking in Kenya

In November 2009, Kenya amended the Banking A¢ht¢tude provisions on financial
institutions’ use of Agents to provide banking see¢. The amended law established
‘agency’ as an entity contracted by an institutesrd approved by The Central Bank to
provide the services of the institution on behdlfttee institution in such a manner as
prescribed by the Central Bank. It is also stipadathat banks will need to obtain annual
approvals from CBK as to the overall use of agdhis.required that an agent must be a
commercial entity that has operated a commerctaligcfor at least two years. But in all
cases banks will still remain ultimately responsilaind liable for the actions of their

agents and for all compliance responsibilities {esr 1998).

2.4.4 Agency Banking Operations

The main instrument that governs the bank-ageatiogiship and therefore dictating the
agents operations is the contract between themtlamdechnology platform through
which all transactions occur. The contract woulpidglly cover the type of transactions
the agents can undertake and a list of prohibittigtiaes, the process to be followed for
each transaction, the physical and service infregire the agent needs to make available
and maintain, the process to be applied by bothitigate risks, the supervisory rights of
the bank and the commission structure of the agédrisse will detail the type of
accounts the agents are allowed to open on behalieobank, how the agents will
deposit or withdraw funds to and from customergcamts and how they shall carry out

the process of bill payments or loan disbursemeéritese types of transactions will be
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the agents daily operations as far as agency bamkiconcerned and will be the channel
through which the agency banking expansion strategpyemented by the bank will be

monitored.

2.5 Strategy |mplementation

Strategy implementation largely depends on the 'sirmbility to internalize and
functionalize the defined strategies. It is more aof internal affairs activity of the
organization that takes into consideration howdrganization is run. This incorporates
the organizations employees their culture and dipesa In early approaches to this
study, strategy implementation was treated as divitgcthat followed strategy
formulation but Galbraitlet.al (1978) asserts that the process of strategy fatmoul and
implementation is a matter of adjustment and mdatpn of organization structures and

system in tandem with strategic goals.

Thompson and Strickland (1997), asserts that glyateplementation is primarily an
operations driven activity revolving around the mg@ment of people and business
processes. This implies that the implementationstoategy would involve working
through people to attain the desired goal. Strategyementation is thus seen more as a
top down function with collaborative effort of alhvolved in the running of the
organization. A manager’s great role will therefoeeto create a fitting environment for

implementation.
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Strategy implementation may involve operationalng®s which could dictate a new
system of work and re-definition of duties. It mayolve human resource reorganization
where a number of jobs are redefined others fadyawhile others are merged as it was
in the case of KCB when there was leadership ctmangkrough this changes, new
practices are introduced which may be classifieddefined as adaptive changes,

innovative changes or radically innovative chan@eygars, 1991).

A number of writers distinguish strategy formulatiand implementation. Ansoff and
McDonnell (1990) state that implementation of stggt does not automatically follow
strategy formulation. There could be a time-spatwéen which formulation and
implementation takes place as to allow for resoailttecation, to allow for mobilization
or restructuring in order to implement. Aosa, (1P82gues that strategy needs to be
implemented once developed otherwise they remaloeless unless translated into
action. In contrast to this school of thought, Mlrgrg (1979) argues that if one believes
that strategy is explicit, implementation would meearrying out the predetermined
strategic plan. But an emergent view would holdt thtaategy emerges and evolves

without the aid of strategy formulators or in spfehem.

Pearce and Robinson (2003) advice that structesership and culture need to be
considered when implementing strategy. In structiieeshows how the different roles of
the organization are organized and how they workinison for the objective of the

organization. The leadership is the vision carailed through communication it helps to

coordinate the implementation of the strategy witdldture dictates the expected
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behavior of individuals in the organization. It ¢sucial that leaders of start up and
developed companies alike, understand the progesghich strategy is shaped in order
to guide their organizations. Understanding the dieyensions of the process of effective
strategy implementation can help executives keep thands more precisely on those
levels that control how strategy gets defined anplémented and to adjust the workings
of that process as the competitive environment gbsnin both emergent and intended
strategy, communication becomes a key role in gffeémplementation. Clare, (2008)

note that effective communication is a key requeatrfor effective implementation.

Factors that affect and ultimately comprise a camg{sastrategy implementation stream
continually from either the intended or emergentrses must flow through the resource
allocation process (Burnes, 2004). This is becamseompany’s actual strategy is
manifested only through the stream of new prodymts;esses, services and acquisitions
to which resources are allocated. Aosa (1992) sthte strategy implementation is likely
to be successful when congruence is achieved beteeeeral elements which include;
organization structure, culture (shared valuesgpuece allocation, staff competencies

and capabilities, support systems, leadershipcigsliand procedures.

Birnbauma and Associates (2009) condense Aosa%2j1@odel to five key supporting

factors of strategy implementation as; action piagnorganization structure, human
resource, annual business plan or budget, monit@nd control. He says that all these
determine how effective the implementation canHbe.introduces a concept of linkage

of all the five factors and defines linkage as tiyiag together of all the activities of the
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organization to make sure that all the activitiésh® organization and organization’s
recourses are rowing in the same direction (Birnteaand Associates, 2009). Successful
strategy implementation require linkage both vailyc and horizontally to establish

support between corporate, divisional and deparah@fans in an organization.

Firms that successfully implement a corporate egioen strategy can apply both
financial and strategic controls. How those costianle used to implement an expansion
strategy can be seen through important manageratepses such as evaluating
divisional performance and allocating capital asrdssisions. Each of these processes
can be thought of as a monitoring and bonding n@shathat a firm can use to help

reduce urgency problems and develop linkages (Bunta, A and Associates, 2009).

2.6 Challenges of Implementing an Expansion Strategy

James (2008) noted that it is much easier to tbfr&kgood strategy than to implement it.
Much of the shortcomings in strategy implementateme attributed to failures in
implementation itself. James (2008) indicated thadst companies attempting to
implement new strategies stumble over common orgéional hurdles, competencies,
coordination, and commitment. These can be tradlanto four implementation
problems that are; Ineffective coordination and langentation activities, insufficient
capabilities of employees, inadequate training amstruction given to lower level

employees and inadequate leadership and dirggtoonded by departmental managers.
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Al-Ghamdi (1998) stated that most individual bawgieo strategy implementation
encountered, fit into one of the following intead categories; too many and
conflicting priorities, lack of good functionalitamong the top team; a top down
management style that forces things down; intectional conflicts; poor vertical

communication and inadequate management developniEmese categories are
translated into the following four problems; conpegtactivities that distract attention
from implementing the decision, Key formulationstbé strategic decisions that do not
play an active role in implementation, Changesesponsibility of key employees not
clearly defined, Problems requiring top managemiemblvement not communicated

early enough.

Lingle and Schiemann (1994) expose six areas dl vinportance to long term
successful strategy implementation which they iaicas; market, people, finance,
operations, adaptability and environment. Al-Gharfifi98) expounded these areas as
uncontrollable factors in the environment which deave adverse effect on strategy
implementation. Major problems which had not besentified earlier could also surface

while dealing with these six areas and hinder ssafaéimplementation.

Galbraith and Nathanson (1978) reasoned that giestefail for several reasons
including, lack of senior management support, ¢iffec competitor responses,
insufficient resources, failure buy-in, communioatitimelines and distinctiveness, lack
of focus and bad strategy and poorly conceivednassi models. Kimeli (2008) indicates

that the way to get strategy executed is not biyntepeople what to do but by sharing the
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strategy in a way that everyone can understandbarydinto it. Bossidy and Chavan
(2002) emphasize the need to incorporate both peapld processes in strategy

implementation in order to fulfill the business @uatial of the organization.

Aosa (1992) exemplifies the importance of culturémplementing strategy. He says that
a lack of compatibility between strategy and cdtwan lead to a high organization
resistance to change and the motivation which im toan frustrate the strategy
implementation. The organization culture determitiegs employee behavior towards
changes in new methods of accepting strategy aadrdte of adoption to it. It is

necessary to project the culture of the organimattoforecast how the strategy will be

adopted.

Gakenia (2008) indicated that the political turlmgle is an important aspect facing any
strategy implementation process. The politics iroeganization are tactics that strategic
managers engage in to obtain and use power in tmdefluence organization goals and
change to change strategy and structure to futtieer own interests (Hill and Johnes
1991). Al-Ghamdi (2003) indicates that organizatmslitics may cause the advocates
and supporters of the strategic decisions to lehgeorganization. This will cause the

internal wrangles of power to d lay the implemeotabf the strategy.

It is paramount that top managers and executivesmamicate the same language when
implementing strategy. Poor communication serves sy impediment to employees in

the organization. With poor communication, the vwyanessage may be sent thereby
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resistance to change developed. Structure aneégyratust also be matched to enhance
smooth implementation. Growth may influence streetor structure may influence
growth otherwise structure may distort and diluitemnded strategy. A leader’s great role
is to implement structures that will align withategy. His other role of selecting right
talent and right mix of the same catalyses the @mgs acceptance into adopting and
implementing the right strategy for growth. Brys@995) says that changes do not

implement themselves it is people that make theppéia

Challenges to effective Strategy implementationehagt widely been investigated but
several issues have surfaced among many studieghiddu 2004). A good strategy

should be better than just a paper write-up andséime should be implemented for its
good results to be used. Scholes (2004) indichisimplementation of the appropriate
strategies remains one of the most difficult afananagement. It takes effort time and
at times patience to first communicate the strat@gpreak it down to units within the

organization that require to digest the informati@ommunication plays a vital role and
is divided into how it will be carried out and ahat intervals and how the intended

recipient will absorb the said communication.
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CHAPTER THREE: METHODOLOGY

3.1 Introduction

This chapter entails the methodology that had hesed in order to depict the findings of
the study. It was necessary to adapt to a methggdiat would entail an in-depth study
into what challenges KCB underwent in order to iempént agency banking as growth

strategy. In this regard this study chose a casly/ ts its research design.

3.2 Research Design

A case study involves an in-depth study rather thagingle superficial evaluation to
understand the required findings. Mugenda (2003nee a case study as an in-depth
investigation of an individual, group, institutiam phenomenon. Yin (1989) said that a
case study allows an investigation to retain thiestio and meaning of real life events.

This study is more descriptive than explanatory.

The case study provided a systematic way of lookingvents, collecting data, analyzing
information and reporting the results. This helpge study to present a sharpened
understanding of why the event happened as it dd what might become more
important to look at in future studies (Gerring2005). Although case studies may bring
guantitative evidence, the design of this studyutdized the qualitative aspects of a case
study. Gerring (2005) defined a case study as eares approach situated between
concrete data taking techniques and methodologaradigms.
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3.3 Data Collection

This study incorporated the use of both primary secbndary data. An interview guide
was used to gather primary data as guided by tfextdes of the study. This study was
mainly concerned with the challenges that KCB Gratgh faced in implementation of

Agency Banking as a growth strategy. The infornmati@s collected from a one on one
discussion with the senior management team. Sdohmation is best collected using an

interview guide.

The respondents were the Head of Agency BankingTéredRegional Agency Banking
Managers. This is because they played a key rolmmtementing the Agency Banking
expansion strategy and the challenges they fadg idaiheir line of work were of great

significance to this study.

In documentary analysis, the study incorporategstimg documents from the bank to
get more information on Agency Banking and its iempéntation. Staff circulars were a
good source of information and how it was carriedl together with the content of the
information that was carried out. This helped tersgthen the fact that there was a form
of communication to KCB staff in preparation forethaunch of Agency Banking

Implementation.

29



3.4 Data Analysis

After collection of data, the study checked for gbeteness, clarity, accuracy and
consistency in preparation for analysis. The ctdiéadata was analyzed using content
analysis in order to come up with conclusions aeadommendations. According to

Cooper and Schindler (2003) content analysis meastlre semantic content or the
‘what’ aspect of a message. The content analysrgedaout shows the challenges KCB

went through in implementing Agency Banking as apahsion Strategy.
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CHAPTER FOUR: DATA ANALYSIS FINDINGS AND DISCUSSION

4.1 Introduction

This study was guided by the objective of the stwtych was to establish the challenges
of implementing Agency Banking as an expansiortetgain KCB. This chapter presents
the analysis of the qualitative data collated ws#condary data obtained from the

organizations documents, circulars, newsletteessgreleases and media adverts.

In following the objective of this study, detailed in-depth interviews were done with
the Head of Agency Banking together with senior aggament in the team. This senior
management in the team comprised of the Regionahéy Banking Managers in the
organization. KCB has divided the country into fregions which are the Coast Region,
Central Region, Nairobi Region, Western Region RiftiRegions. Each of these regions
is headed by a Regional Agent Banking Manager veponts to the Head of Agency
Banking. The interviews were suited according toheaf the positions and this was

helpful in gathering detailed information.

4.2 Agency Banking at KCB Group Limited

The Finance Act 2009 that became operational inal3 2010 amended the banking act
to allow the use of third party agents by bankdsTdas an advantage to KCB and it set
the pace for the bank to adopt Agency Banking asxgansion strategy. KCB adopted

the Agency banking model in the same year in 20hd get out to plan its
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implementation. A series of meetings were put acelto plan on how KCB would adapt
to the new strategy. The planning had the backintp® Chief Executive who himself

appointed the lead members of the planning comenieveral factors were considered
to asses the viability of the strategy such as wliee strategy had been implemented

before in the world and what were its success fadtothe various countries.

A skeleton team was formed under the DivisionakBlior Special Projects in KCB. This
team was used to spearhead the implementation éwithg of the strategy with a
number of Agents. The team divided the country nggions and selected a number of
key businesses which they approached, recruitatheti and commissioned to carry out
the business of Agency Banking. Since then, KCB d¢@tinually been increasing its

Agent numbers and this has favored the bank’s drowt

4.3 Challenges of I mplementing Agency Banking at KCB Group Ltd.

From the in-depth studies carried out, several déegllenges are picked as a present
threat to an expansion strategy implementations $hidy elaborates on these challenges
and the roles that each of them played during Ag@&anking implementation in light of
several other factors such as the operating envieo, the demand of the banks
customers and its stake holders and employees tatipas. Competition also fueled the
wheels of change which saw the expansion of otberntercial banks, micro finance
institutions and mobile phone companies joining bae@dwagon by introducing mobile

money.
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The introduction of mobile money came as a douliged sword in regards to Agency
Banking as an expansion strategy. This is becdugsenbbile services providers were the
first to embrace the technology of transferring eonia the use of mobile phones. At
the time, this was seen as a sure way of winnia32% of Kenya'’s bankable population
that was totally outside the orbit of financial\sees. This would embrace the technology
faster as it came as a sure way of sending andviegenoney without the hassle of
lining up or filling forms in a queue. The sectoasvalso not regulated then and was seen
as a way of limiting the banks towards expandinthia sector. On the contrary, Agency
banking heavily depends on the use of mobile phonascessing, sending and receiving
money to and from clients’ bank accounts. Therefbeeintroduction of mobile money

has helped its implementation.

The in-depth interview revealed that the informadtomer of today has a product
diversity requirement that needs frequent develppite is dynamic and not averse to
risks yet the bank is an institution that depeneavily on history of performance. As
much and as fast as technology is dynamic, theytodatomer too is dynamic and what
would have taken weeks or months to achieve imtem®nths is archived in a matter of
hours. A dynamic customer requires very dynami@tsgies that are sometimes

overtaken by events even before they are implerdente

Government regulations are sometimes a major hieeréo strategy implementation. It
is the government through the central bank thauletgs the banks Agents and

determines the minimum criteria that one require®rder to be approved to conduct
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Agency banking. Some of these regulations sometimader a certain number of

personnel that would have qualified to conduct Algency business. It was found out
that some of these regulations dictate the licéesecharged by the central bank and an
additional fee for the municipal or county licengdenumber of potential agent bankers

thus view this as additional overheads that areesipe to maintain each year.

Staff turnover especially in AB is a factor thatsmaoted in the interview. This being a
new strategy for local banks, staff that hold thigerience have suddenly become
marketable with other banks as no other bank wiankee left out in implementing AB.

The other banks therefore entice these staff wittrative offers that increase staff
turnover hence hindering the smooth implementatiothe strategy. This has affected all
caliber of staff some of whom were used at thetegsaformulation stage that saw the
development of AB as an expansion strategy. Thaltagy back in staff turnover is that

it reduces the momentum of implementation as neffsstake time to be trained and to

start performing in the new roles. This also brimgthe issue of lack of continuity.

The pressing social needs of the economy made K&Badepartment to address these
needs. The Corporate affairs division deals wigués of sponsorships, environmental
care, medical camps and general public wellnesss Btem from a corporate
responsibility platform that demands an organizatjive back to the community from
which it operates. Sad as it may seem, a numbe&owipetitors have taken this as a
platform for the show of might almost to dictateattHevels of profits should be

commensurate with Corporate Social Responsibil@$R). The drawback here is that
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money which would have been used for strategy implgation may suffer as a result of

the organization giving more outside that it retain

Price wars have not left the banks unscathed ardehed the implementation of strategy.
By analyzing the product range in AB in the difi@réanks that have embraced it, it was
depicted from the interview that implementationAd was delayed due to the pricing
structure that have been accepted by the targefpgaad still be profitable as to earn
revenue for the bank. The drawback was what woajgpan if competition came with
the same product but priced it lower. When woukel phoduct be expected to break even
and would its growth be sustainable at the chosee?D This was a question the in-depth

interview picked from the concerns of the strategglementers concerns.

Technological advances have presented challengssrategy implementation. In the
case of AB in KCB, the team had to shop for a gegstem that would support the
interface between mobile phone services and bawckuat information. This would
necessitate the smooth running of AB through mqfiilenes. This presented a two faced
challenge: one was to depend on another organizdtio the implementation of the
bank’s strategy and the other was to find if adyuthlat type of system was in existence
and how much would it expose the bank and its costs to risks. The question then
arose of which service provider to choose or wdahklsystem cut across all the service
providers? And as the implementation would invorether organization, how would
the payment to the other organization be sustaiedthe in-depth interview sought to

find out this information, it became clearer tha involvement of another organization
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would present a challenge as their interest woakkho be chattered for in a way that
KCB would not have known at the time of formulatiand would only have become
evident after implementation when the other orgation acted or reacted to it in case

they had not been involved.

System acceptance was depicted as a major challerigg implementation. This would
be widely viewed as bringing in a big change totthditional method of banking where
for any withdrawal, the customers image would bensky the teller, his identification
and other security credentials viewed before ttsh ¢areleased to him. The new system
was bringing in a form of cash withdrawal where tistomers image was not going to
be paramount, his signature would not be an identiut a confirmation; a system where
ones mobile phone number would become almost synouay to his personal identity.
This was not going to be an easy sell to tradifidrankers who had been brought up

through countless paper transactions that prowdsanable audit trails.

The use of Banking Agents to accept deposits atlodvawals into customers’ accounts
brought an integrity challenge. The interview dégcthe issue of acceptability of the
chosen agents bearing in mind that they shall beking in a community where their
integrity is known. If for example he passes adl banks vetting process of a good agent
yet his community does not want to do financialibess through him as he is known for
letting clients’ information out what would the bado? The challenge posed the issue of
vetting that the interview guide depicted. At thed eof the day, the perception for the

agent will be seen as the perception the custoh@ars of the bank. This would have had
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minimal challenge in implementation as an altesgatigent would have to be sought but
would have been a big challenge in a favorable statat is controlled by a monopoly
yet it is the monopoly depicting such a characdemonopoly meaning that he controls

all the business in a particular area i.e. he alwashop, the butchery, the pharmacy etc.

The interview depicted that staff perception of Alas also a challenge seen in
implementation. Although there had been afore dilutzon AB and the benefits it
would bring, some staff were still divided over whhaey thought was still the overall
objective of AB. Some saw it as a tool for ratioration; others saw it as a strategy to
close non-performing branches while others thoitglias a method to declare some jobs
redundant. Such mindsets posed a challenge to mnepl&ation as; if the people counted
on to bring the implementation to success wouldaraas that, what support would the
strategy receive once implemented? Would AB’s gholng supported or would it always

be looked at with suspicion?

A five-year strategic plan for the bank had putvwgtoand expansion as a key strategy for
development. The divergent approach from this &t tihhe plan does not detail the
methodology to be used for expansion. This broaghiew to assess the risks inherent in
implementing AB. Part of the senior management thednotion that implementation
should be kept on hold for some time until the niddewell developed. The senior
management support was strong but the disagreeometite timing of implementation
was a slight set back. This made the team that symsar heading the strategy

development take more time to study foreign modats how the same regions had taken
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their time to mitigate the risks. A node from theni®r management was necessary to
convince the Board on the positives that would ti@eved through if the strategy was

implemented. A shift would have had to be attaifteth the status quo.

The budget to be used to implement the strategyseas as a challenge. The Bank was
coming from a period where it had spent a substhathount in implementing a new IT
operating System and the same was not fully ouhefteething problems. The same
system had cost the bank a colossal amount andnii@eers implementing it had not
fully handed its operations over. Going to face Bward of Management with another
budget of a different system was going to be adaler. This ensured that the budget
would have to be lean but workable. It would induwall the necessary requisites to pull
the strategy from the boardroom to the streetsendtithe same time giving an allowance

for adjustments.

The staff to be employed in AB presented a cha#langtself. There was the question of
hiring from within through internal job advertisemte or from outside using media
adverts. As AB was considered a new phenomendmeicauntry, it was as assumed that
experienced staff would not be easily found anthitng was going to be paramount.
Developing the job profiles for the staff and wheds going to be their daily, weekly,
monthly and annual requirements had to be discuasedthe same evaluated to the
positions regarded as fitting. The challenge of twbethe job grading for the preferred

candidates would be acceptable to them would adsdiscussed. As in many bank job
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profiles, they are developed in such a way thaerdam criteria or threshold can be

attained for a job to be profiled.

The structure would have to be changed to accomtadba new strategy. It was found
from the interview that the then structure woulddé#o be changed to accommodate AB.
The issue of reporting lines to the new personaied| where the team to spearhead the
implementation would sit had to be discussed. Theae the discussion that the same
would need to be a whole new division with a dimml director an argument that would
see the light of day. AB was then placed underDhgsional Director Special projects
but it was required to run closely with the retdiitision as the projections were that AB
needed a bigger support that could only be attamedeing together with the Retail

Division.

The institutionalization of the strategies formathtin the five-year development plan
faced an inherent challenge of strategic fit betwsteategy and culture. The findings of
this study revealed that the culture in the banls wat compatible to the changing
industry and operating environment. There was aegovent or parastatal culture that
was still evident in parts of the bank. This invedva don't care attitude that was
common in the public sector in the 1980s and 198Bs.culture was enforced by lack of
performance appraisal system and lack of ratioatiin of salaries and allowances. AB
was bringing with it a major culture challenge t@mpote a market driven approach of
performance and accountability. This would be vigwespiciously as it was going to

shake the comfort zones of many staffs.
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The human resource performance was a major challenghe implementation. The
implementation was coming at a time when a consultam was developing a new
organization structure for KCB. It was feared thatumber of personnel would lose their
jobs due to the restructuring that would henceféotlow. This reduced the staff morale
of the workforce and increased anxiety levels thaught in a hush for employees to
concentrate on exit plans in case the axe felllmmt Low morale coupled with the
increased levels of anxiety would slacken the pddemplementation. The new structure
was being implemented slowly and at different mamagnt levels starting with the
directors. It was feared then that cases of absmmtedisrespect coupled with under
productivity would become apparent in the bank. Thallenge to management would
become how to recruit, select, train, disciplimansfer, promote and even lay off some
employees to achieve the new organization strucisrevas being proposed with the
consultants. This would have an effect on AB immanmation as it had been decided that

the staff to run with the new department wouldoalifrom within the bank.

The issue of physical resources to be used in nifementation presented another
challenge. This was because the strategy requiedige of handsets, pos terminals or
computers whichever of these would be suitable. ditedlenge came about as either to
purchase them for the Agent Bankers or to let tlaeguire their own sets. If the same
had to acquire their own sets, would they be coiblgatwith the system or would

modifications be required. The issue of afford&pibf the POS terminals at all agent

outlets was seen as a budgetary issue that woutddited through two throngs i.e. to
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lease the machines at a premium as it still beloogse bank or to let agents who could
afford the same purchase for themselves. The ietgnalso depicted the issue of

merchant outlets. These were outlets that weregdbusiness and already had the
machines installed at their premises and would cgdyiire a systems upgrade in order to
carry out the AB transactions. A similar approaeid bbeen done by Post Bank and was

working out well albeit during the banking hourdyon

The importance of communication was underscoreda asajor requirement of the
successful implementation. Communication was tdréguent timely and calculated. It
was seen from secondary data that emails, circalaigpresentations were done through
all the regions to prepare staff for implementatidn such communication, the
management always aired the benefits that woulattagned when the strategy would be
implemented. The challenge that faced the issusonfmunication was one that would
answer on how communication would be received aoerao how much of it would be
deemed enough. The channels of communication vsascainsidered as it became clear
from the interview that the management had a fgehat not all staff gave the required
interest in the circulars. If the circular would &¢ool to be used, they would require the
support of other methods of communication. Commatimg the right message at the

right timing to the right people proved a challenge

External communication was also viewed as a chgdlehe right information was
required to reach the customer. This would be tagisbthrough which the customer

would build a basis for trust to the agents. Comication via the media both audio and
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visual would stamp the ability of the Agents to fpan the function on behalf of the

bank. It would show that the transactions throughAgents would be as trustworthy as
transactions through the banks premises. To stémspthe Agents would also form a
channel for external communication. The custombey twould serve would pass the
same information of how the service was to anogigeson who would then want to try
the service. It would then be a big challenge ifavlvas being advertised as being
offered would be different from the experience ttiet customer would receive once at

the Agents outlet.

KCB has a wide product range covering about 11@dyets. The interviews revealed that
there was a challenge in defining the product segrtieat would fit well with the new

strategy. An approach had to be decided on whatdimest benefit the bank while at the
same time remain appealing to the customers. Theerducustomer is informed and

geared towards a product range that would meeelisirements while at the same time
remain affordable. He is a consumer who is geasedrids instant satisfaction; he is a
consumer who is concerned with time and how fastareattain what he requires. This
presented the challenge of online real-time pregemt of information that the customer
would deem satisfactory. Incidentally the custorhad the view that KCB had the

inherent culture of a parastatal of being slow. Tiba strategy would have to address
this challenge and present it as a system of a gooe. This would require that for any

transaction via AB, the feedback would be instaetais and accurate.
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The simple products of withdrawal and deposits vetresen to pilot the performance of
the strategy before implementation. In the protes®uld detail the technicality of what
information was needed by the Agent that would thered by the customer. At this pre
implementation stage, the interview gathered thatmber of customers did not know
their account numbers off head and had to movenarauith their ATM cards to be sure
of the account numbers. Some customers in thetbieek forms indicated that they
normally would not move around with their ATM carfids security reasons. They said
that in the case where they lost their ATM carasplocess of disarming the cards would
require them to call the KCB head office of whitle numbers they did not know. Thus

the implementation team had a task of finding aw Ibest to serve such customers.

The success of implementation would also requikC8 platform referred to as KCB
Connect. This was an earlier introduced system ¢banected the customers’ mobile
phone numbers to their KCB accounts using the serproviders. Through the KCB
Connect system, customers could access informationt their account balances, they
could know if there was a credit or a debit inte #iccount, they could send money to
their m-pesa or any other KCB account and theydcalgo pay a number of bills. KCB
Connect was therefore structured in such a wayitllsatted out most issues that required
e-money and only fell short when the customer meguliquid cash. This would then
force the customer to visit an ATM machine or akbahhe challenge that the new
strategy presented was one where all customersdebived to withdraw cash from an
Agent outlet would have to have been connected @B KConnect. The numbers of

customers who were already connected was very ralnimcomparison to the number of
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account holders in KCB. Apart from the number bemmgimal there was also the issue
of utilization of the KCB Connect Service. Onlyimited number was using the service
then and to make AB known and appreciated, cus®mveuld need to be informed of

the positives of having KCB Connect.

The in-depth interview also revealed a greaterlehgé in its operations; the challenge
of frauds and money laundering. CBK was more coresrabout this issue as
internationally the threat of terrorism was verglrdt was easy that a person suspected of
having done such criminal activities would have pistures shred in the system of the
banks and the staff would then be on a look oustarh individuals. Through an Agent
outlet, the same would not be possible as onlynadd amount of information would be
let out. Before the strategy was to be implemeritecs found necessary that an Agents
handbook be developed. This would help mitigatesria frauds and money laundering.
The agents would also need deeper training on howmitigate the same. The
international Anti Money laundering Policies issustker the twin attack in the United
States of America have been more responsible iariexgsthat countries and more so
banks follow a particular system, rules and procesiwhen dealing with international
money. KCB being an international bank would alsmply with the same to ensure its

continuous existence.

The geographical adaptability of the Kenyan popoitatand their diversity in socio-
cultural issues presented another challenge. Ttheviaw revealed that in certain parts of

Kenya, the level of trust amongst the customer #rel service providers e.g. the

44



shopkeeper, the barber, the hotelier etc is vegh to the point that some information
deemed secret would openly be shared. An examplédwae a little boy being sent to
the m-pesa with a small sheet of paper on whictwitiredrawers pin number, national ID
number and amount to be withdrawn is indicated. Hteendant would use the
information to withdraw cash and issue it to the do had probably been sent by a
parent or grandparent. The challenge that thisepted to AB implementation would be
one of integrity of the attendant. With this infation, it would be easy for such an

attendant to defraud a bank customer.

4.4 Discussion

All organizations must continually be geared towaithproving their products and
services in order to ensure survival (Johnson afbl8s, 2002). This is because the
current consumer is dynamic and he at all timesiireg to do things differently with
improved efficiency. The Y generation is for exampkry informed with matters that
involve IT. Products that are geared towards tsiagraphic segment must therefore
entail these needs in order to look relevant tanttes they are making the next big
purchasing decisions. The study shows that KCBargeting AB segment of this
population by the introduction of AB. Through ABCB Group Ltd is making use of
modern technology to reach this market segmentwshmas it appreciates reaching its

entire network of clients.

This study supports the argument that the abititypuild and manage effective teams is

an important part of implementing strategies (Swat985). Effectively managing the
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teams may include recruiting, selection, trainidigcipline transferring and promotion of
team members to achieve the organizational obgxtiWhile implementing AB, KCB
was undergoing a restructuring process that allcavgdod structure to be put in place to
facilitate AB implementation. The structure tooAB changed severally in KCB from
being headed by a director, then a Unit Head andllyi a Divisional head. This
metamorphosis was to identify a suitable workingteym that would propel the strategy

to attain its objective.

Leadership has always been associated with sucsefslure of a strategy. The top
leadership always takes the credit for a successfalegy or responsibility for the same.
Leadership entails making decisions from amongoogtand mobilizing others to get the
job done. When the organization feels the leadeppat in a project, the same will be
embraced with both hands but the absence of |dagethrows the strategy into
ambiguity. This is because the vision is carriedhsy leadership and leadership has the
responsibility of communicating the vision to theyanization. The leadership in KCB
took up the role of communication to the staff invay that the staff had a feeling of
ownership of the strategy. They were built as anteath the aim of success in achieving
the organizations objective. The findings of thisdy do agree with that of Dr. Lucy
(2008) in her study of challenges to implementatdrstrategy in JKL found out that
leadership plays a big role in strategy impleméma¢specially through communication.
The leadership in KCB emphasizes the need foregiyatmplementation by emphasizing

the need for the same.
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Strategic Planning is an important tool throughchkhé number of challenges to strategy
implementation can be overcome. During the planpirogess the organization was able
to identify quick wins through which implementatiovould have to pass through. A
research conducted by Gray in 1986, (Gray 1986yvetathat planning helps mitigate
implementation problems. About two thirds of thependents in Gray’s research traced
their implementation problems to poor or lack dadrpling. A successful implementation
relies heavily on how the, systems, relationshipd structures in an organization are
institutionalized and how easily they can adapthange (Johnson and Scholes, 2003).
The flexibility or the rigidity of these factorscagupport or challenge the effectiveness of

implementation.
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CHAPTER FIVE: SUMMARY, CONCLUSION AND

RECOMMENDATION

5.1 Introduction

This chapter provides a summary of the findingsjctusions reached as well as the
recommendations there-of. The chapter concludds thi limitations of the study and

suggestions for further studies.

5.2 Summary of Findings

The objective of the study was to establish thellehges of implementing Agency

Banking as an expansion strategy in KCB. The resu#ire analyzed and presented in
order of the objective. The findings showed thatliemges faced were both from the
external and internal environment. The identificatof these challenges was paramount

so that methods to mitigate or to minimize them l@doe overcome.

From the discussion it is noted that the exterhallenges to implementation included
political factors which dictated the political eraiment of doing business, government
policies issued through the Central Bank that tectahe requirements of the prospects
who could be allowed to do the Agent Banking bussnehe use of other company’s
networks which the bank has no power or controlrosmed other factors such the
competitive market. These were identified to berienflly to implementation as they
dictated certain regulations that brought limitaido how much the expansion could be
attained. Some regulations discouraged potentiahtag e.g. the licensing regulations
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required payments upfront and these reduced the glonplementation as Agents did
not have ready money to pay. The findings inditlha# the competitive environment was
a challenge to the implementation as it encouragkijjh staff turnover. AB was new in
the Kenyan market and therefore staff movement fid@B Group Ltd to other

organizations was common and slowed down impleniental he result was that more

staff needed to be trained to mitigate on the merem

The internal challenges to the implementation idetll behavioral resistance to change
from the common norm of slackness in a public sexitiure to the dynamic culture that
is expected of companies operating in a competiterevironment. The initial
management structure was changed severally todachB as a Division that could
stand on its own and later as a unit under a brodoksion. The system was also
inappropriate and needed modification in orderupp®rt implementation. There were
challenges in communication and how the informati@s received. The study depicts a
misunderstanding of the communication as portrayedhose receiving it. There were
inadequacies in human resource capital as all sedtled training yet the time span had
not been enough. Physical resources were limitedtduhe use of new technology and

financial resources were strained as the initialgats had not included AB.

The findings of this study indicate that implemeiota of strategy is not easy and many
factors have to be in place for a smooth impleniemta The study showed that the
strategy implementation came with some structurbanges. This did help to

accommodate the new strategy in a way that it fag@dmum resistance especially when
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a unit was created to undertake the implementatiuh success of the new strategy. It
was noted that there was some resistance frommpegbarhich may have been due to the
organizational culture or the fear of the unknowa.overcome this, the leadership took
an active role in spearheading the change and gawv&ant communication so that the

staff were well aware of the benefits that thetetyg would bring into the organization.

5.3 Conclusion

The key findings of this study were that KCB faadthllenges in implementing Agency
Banking which included the government regulatiohsoigh the Central Bank, this
stands for the external environment, competitors wkre playing a different ball game
by head hunting employees or pricing their prodwadterdably and coming up with
systems that are easier to manipulate, the systegiEwhich brought the challenge of
introducing it to the people, training and thenwirgy that it was up all the time in order
for it to be appreciated and recruiting and stractuthe staff in order to appreciate the
required benefits of implementation. These findiagpport the argument that key factors
such as structure, processes and organizationalreuheed to change in order for
strategy implementation to take place successflillglso supports the argument that the
benefits of a strategic decision can only be se&enwstrategy is implemented. In
implementing an expansion strategy planning musbime paramount and not only on
the strategy itself but also on other key factacshsas personnel. It is seen that personnel
or staff play a key role in strategy implementatsod the aspect of their morale, feelings
or ownership of the project should be into congden the planning stage. Methods such

as employee recognition or compensation act asvatots for performance and morale
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which adds to the support that staff give to tleeganization. The aspect of involving
employees in key decisions or in the planning stafjea strategy helps overcome

challenges that would otherwise be eminent froristasce.

The study also depicted that during a period a@ftegry implementation certain negative
forces work towards hindering implementation. Iséen from the study that staff exits to
other organizations either voluntary or forcechsvitable. This is due to new job profiles
created while others fall away. This raises theassf uncertainty on the personnel as
they often become anxious and unwilling to paratgpwholly in the firms operations

until their fate is known. Good and timely commuation helps to mitigate this as a risk

of the organization not performing to the correandards.

KCB has faced challenges in the implementation Bfas an expansion strategy in the
bank. These challenges as discussed were botimahtend external to the organization
therefore limiting the control within which the Banwould have had over
implementation. It is notable to say that althotigg challenges were many and diverse,
the implementation took a reasonable length of tieffort and budgetary measures that
the KCB has considered as a learning process. KGBgrowing from the tags that had
been accorded to government institutions of slownasd lack of interest to its
customers, to an organization that is focused owtr, modernization and technological
advancement. The ability of KCB to appreciate tleed for strategy is a catalyst for

appropriate expansion.
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5.4 Recommendation for Policy and Practice

KCB stands to benefit a lot from the implementatidrAgency Banking. The bank is set
to see its customers reduce the time spent in guaude banking halls for services that
can be rendered by its agents. This will free alemof bank staff to concentrate on
other key activities of the bank such as salesastiomer visits thereby improving its
customer service and relationship management. K@Beby needs to develop policies
that help train its agents to treat its customeith the acceptable standard of the bank

and also come up with methods that audit the sey@lity of each agent.

There will be a remarkable reduction of the operstl costs to the benefit of the bank.
With the introduction Agency banking, the bank veéde no need to put up in buildings
that attract rent, additional staff or other opersl costs. This will improve the banks
balance sheet and thereby its value of shares Heiting its shareholders. The bank
therefore needs to develop channels that enhagoednetwork of its presence in areas
where it is seen as uneconomical to put up brancBgsestablishing geographical
boundaries and the maximum number of agents tmabparate in a particular place, the
bank will not only provide motivation to its agetist also regulate the business in a way
that is acceptable to the public without the normabkasive relationships among

competitors.

The government’s vision 2030 has been a catalysheoinception and acceptance of
Agency Banking. It is clear that the Agents conadhgcbusiness on behalf of the banks

will have to handle money that is owned by the pmibthey will come into the
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knowledge of the public’s documents and bank adsourhis information needs to be
regulated and policies put in place on how thesgaimns are conducted. Information as
this was generally considered confidential and nwied to be treated as so even at this

times when the world is becoming a global village.

Many other commercial banks and institutions widni/ to join in the fray of Agency
banking. Regulations should be put in place byGi@&K through the CBK to regularize
entry into AB. Without this, many banks enteringpithe Kenyan market will not see the
need to put up buildings but will operate througfersts and the liquidation of such sin
simple. The economy may suffer from such an infifbanks whose setting up does not
require a large capital infrastructure. This studgommends that strict adherence to
banking regulations should still be the basis tovang Agency Banking within other

Fls.

Other organizations that deal with mobile moneyhsas Safaricom, Airtell, Orange or
Tangaza and are not financial institutions but r@obervice providers also need to be
regulated through the Central Bank when this produconsidered. This is because strict
adherence to regulations some punitive as prestrilye the Central Bank give the
Mobile phone service providers an easier operanognd in comparison with the banks
yet the principle in operating the two products i@ same. There is therefore a need to
develop regulations and policies for any organaathat wants to enter into the mobile
money market and the same should be adhered toder to have uniformity in the

sector.
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The government should also come up with suppommeehanisms to encourage such
ideas that aid in attaining its vision 2030. Thisdy recommends that strategies such as
these that improve the level of technology, createloyment, expand services to the
remote areas and also improve the levels of edaucatiould be given tax exemptions or
rebates for a number of years till the same imptegete and takes root. As the
government gives tax holidays to international canmes and organizations that set
operations in the country, the same should be tsezhcourage local companies that

show support to government strategies in suppateeélopmental goals.

5.5 Limitation of the Study

The approach to this study was that of a case stmdytherefore cannot be used for
generalization. The study depicted the use of wigars which may have been prone to
bias. The respondents could not give informatiat thas considered confidential to the
organization and the same cannot be used in tivediads. The face to face interactions
with the respondents was also limited and defingbimvthe times when the respondents

had appointments.

The findings of this study are also limited to K@B an organization. The factors that
were in operation at the time of the study wouldlifferent for any other organization at
a similar or different time. These negate the it of any generalization for other

organizations undertaking a similar strategy amdefore limits the findings to KCB.
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The findings of this study are also based on thdysalone and not on any other similar
study that may have been carried out before. linsilax study would have to be
undertaken for a different organization, the firgdinof this study would either be

different or similar but would not be exactly eqtmthe other one.

5.6 Suggestionsfor Further Studies

There is need to undertake further studies in Hadlenges to strategy implementation in
the banking sector. This will necessitate the ustdeding of the challenges as a way to
help reach the population that does not use bardengces due to the lack of buildings
housing financial institutions. It would be impartao study Agency Banking in other
financial institutions as this will provide more-dtepth analysis of AB as a strategy that
can be used in expansion. It will also help to gelee key findings from cross-sectional

and longitudinal findings from different studies.

Many organizations are currently looking for expansstrategies and this study can act
as a catalyst to give leads in areas of interesteMtudies in this area will reveal new
methodology of reaching the goals of different oigations, or in coming with better
ways to attain the profits for organizations. Ass®ectional study should be undertaken
to allow for comparison between organizations ahatvwchallenges are faced in strategy
implementation. To understand variables and how thkate, a longitudinal study needs
to be undertaken to help in collection of data aber implementation period. This will
help in understanding how each variable affectetl oxdy the process and time of

implementation but also how important that variakées in relation to the others.
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APPENDICES

APPENDI X |: Letter of Introduction

| want to thank you for taking the time to meethwite today.

My name is Edwin Otieno, | am a Postgraduate Stiidethe school of Business at The
University of Nairobi .I am undertaking an acadestiedy on the challenges of
implementing an expansion strategy. | would likeatits to you about your experience in
the bank more especially on the challenges yournwetd during the implementation of

Agency Banking as an expansion strategy.

The interview should take less than an hour. Algiouwill be taking some notes during
the session, | may not write as fast as possibtapture everything, in this regard | may

request for some clarity.

All responses will be kept confidential. This me#mat your interview responses will
only be shared with the study team members andiwengure that any information we
include in our report does not identify you as tégpondent. Remember, you do not have

to talk about anything you do not want to and yayrand the interview at any time.

Might you have any questions about what | haveguptained?

Are you willing to participate in this interview?
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APPENDIX Il: Interview Guidefor the Head of Agency Banking.

10.

11.

12.

What does Agency Banking entail?

What role do you play in implementing Agency Bargin

What would you say are some of the reasons thadl éead an organization to adapt
an expansion strategy?

How do you operationalize your strategic plans?

Please describe briefly how implementation plansewaeveloped and who were
involved.

What was the leadership’s role in the implementetibAB?

How was the staff prepared for the implementatibAgency Banking?

In your own words can you say to what extent compation advanced or hindered
Agency Banking?

Were there any barriers e.g. staff turnovers, t#déey support or lack of technical
assistance experienced during the implementati@v? ¢id you overcome the
barrier(s)? Please explain.

What role would you say training played in the ieypkentation process? Would you
say the training period was adequate?

Would you say that the management and staff hadetii@red skills to oversee the
implementation of AB? Please explain

Could you say that there were some policies andgahares that had to be changed

to allow for implementation? Please explain.
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13.

14.

15.

16.

17.

18.

19.

20.

Can you share with me how the organization strecsupported or did not support
the implementation? Have there been any changéseastructure since?

What plans (if any) were put in place to reward kEayges who played key roles in
the implementation? How would you say this boosied motivation?

Did you experience any uncontrollable factors & éxternal environment that
adversely impacted on AB implementation? Pleasé@xp

What measures were taken to mitigate these undlaitie factors?

Is there a monitoring system or plan put in plaeAB to ensure it is in tandem
with the corporate plan?

What can you say did not work well to support tm@lementation?

What practices, procedures, tools, etc., wouldrggommend be sustained and/or
scaled up? Please provide a justification for yesponse.

What recommendations do you have for future effeutsh as these? Is there

anything more you would like to add?

Thank you again for your time.
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APPENDIX I1I: Interview Guide for Regional Heads of AB.

9.

What in your opinion would you say was or were ogasthat led KCB into
adopting Agency Banking?

How would you say the management prepared fomtipéeimentation of Agency
Banking?

How sufficiently would you say the other staff paegd for the implementation of
Agency Banking?

How was the implementation communicated to you?cCgou say there was
enough or lack of it that advanced or hinderedriementation?

Was there any kind of assistance that you wereatixypeand was it forthcoming
during the implementation? Please explain.

What role would you say training played in the ierpkntation process? Would
you say the training period was adequate?

Would you say that operations policies and proocesltavored the
implementation? Please explain.

Would you know of any plan(s) that was (were) pupliace to reward employees
who played key roles in the implementation? How ldgwu say this boosted
their morale?

What can you say did not work well to support timpliementation?

10. What practices, procedures, tools, etc., wouldngmommend be sustained and/or

scaled up? Please provide a justification for yesponse.

11.What recommendations do you have for future effeutsh as these? Is there

anything more you would like to add? Thank you adar your time.
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