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ABSTRACT

Cloud computing is the offering of computing resms over the internet. Cloud
computing is the most popular rising computing notlat benefit from massive
approval. Strategy is depicted as a set of betisfaow a firm can achieve success. The
purpose of strategy is to provide directional cteeghe organization that permit it to
achieve its objectives while responding to the opputies and threats in the
environment. Competitive advantage is an orgarumati ability to perform in one or
more ways that competitors will not and cannot imaithe objective of the study was to
determine the strategic implication of cloud conmpgiias a competitive advantage in the
banking industry in Kenya. This study adopted ass#®ectional survey. The target
population of the study was the top 10 best periimgncommercial banks operating in
Kenya. Both primary and secondary data were catedor the study. The completed
guestionnaires were first edited and checked fanpeteness and consistency and
analyzed by the use of descriptive statistics usSRSS version 20.0. The study
established that cloud computing transformed theking experience and customer
relationships by leveraging social and mobile mediaThe study also established that
cloud computing can hold ground for the banks di/ersion, mission and objectives in
achieving the overall competitive strategy. Thedgteoncluded that leveraging social
and mobile media has enabled the banking industimprove on customer relationship.
The study also concluded that costs, lack of teatkinowhow and security were major
challenge faced when trying to use cloud computimgstrategic/competitive advantage.
It is also recommended that the banking industoukhconsider migrating its services to
in the future to a digital platform so as to impeawstomer relationships and other areas
of operation. It is recommended that further stedie done to establish in depth the
challenges facing adoption of cloud technology a®mpetitive advantage in banking
industry and a recommendation on how they can lkeeaded. The implications of this
study to the Kenyan banking sector is that it stidad used as a guide to further pursue
interest in identifying the strategic implication$ cloud computing in their banking
environments.
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CHAPTER ONE
INTRODUCTION

1.1 Background of the Study

The rapid occurrence, prevalence and potential einpficloud computing has ignited a
significant amount of concern amongst Informatiogst8m (IS) and information
technology (IT) industry and research. Cloud conmguis perhaps the most popular
rising computing model that benefit from massivprapal (Hayes, 2009). It is envisaged
that this latest IT model will transform the whaemputing setting from technology to
human resource to companies and their yields (Y086i0). Cloud computing is the
offering of computing resources over the interieis a growing and latest mode of
delivering computing services online, which aretoafed by third parties at secluded
locations (Rima, Choi and Lumb, 2009). Technologin&astructure is key in running
the operations of any sector. Cloud services pepmarsons and businesses to utilize
technological systems via the internet from distsités. There has been an increasing
level of internet connection and this rising amoohtdata has resulted to numerous
providers and particularly data centers to implemarger infrastructures with dynamic

load balancing (Hayes, 2008).

This study is founded on two theories: Systems #rel competitiveness theories.
According to systems theory, the specific environteeén which organizations operate
are very competitive throughout the network of digpp, distributors, government
agencies, and competitors with which a businesergmse interacts. As such, an

organization is affected by the environment in $hene way that it affects it. In order to



be competitive, organizations need to adapt th@#rations to the changing environment
or else they get extinct (Pallis, 2010). A competitess theory proposes some kind of
advantage as enabling a country gain more outtefriational trade. The same is true for
the firm if it is to remain competitive among iteropetitors. If sustainable superior

performance is to be achieved a firm must diffaegatitself (Alderson, 1937).

The banking industry has become very competitivdbasks seek to outperform each
other and secure their market share (Lucky, 20@8@ny banks have now launched data
centers where majority of their enquiries are hadd\Vith the increased demand for data
centers such as power utilization, cooling strustumfrastructure, space, competent IT
experts and day-to-day running costs, cloud comgusi developing as a vital shift and a
changing model on the way services are brought idule to its financial and operational
gains to businesses (Goyal & Joshi, 2011). Manykéamave opted for information
technology in their expansion strategies as opptsegening physical branch networks.
Distributing and duplicating data when demand arisesource utilization is found to be
drastically enhanced through cloud computing. lditamh, web server hosts portray
images of pertinent consumers who demand some ¢d\adcessibility across numerous

servers and direct requests in accordance to hrdage load (Benedikter, 2011).

1.1.1 Concept of Strategy

Strategy is depicted as a set of beliefs on howna ¢an achieve success (woods and
Joyce, 2003). Thompson and Strickland (2007) dedingtegy as the match between an
organization’s resources, skills and the environsaespportunities as well as the risks it

faces and the purposes it wishes to accomplisis. & multi-dimensional concept and



various authors have defined strategy in differeays. The purpose of strategy will be
provide directional cues to the organization thexint it to achieve its objectives while
responding to the opportunities and threats ingheironment (Pearce and Robinson,
2007). Several scholars have viewed strategy eifty. For instance, Ansoff (1999)
views strategy in terms of market and product ammi@ccording to his view, strategy is

the “common thread” among an organization’s agésiand the market.

Johnson and Scholes (1998) define strategy asirbetidn and scope of an organization
that ideally matches the results of its changingrenment and in particular its markets
and customers so as to meet stakeholder expectatoording to Colin (2004), strategy

is a unified and integrated plan that relates tineteyic advantages of the firm to the
challenges of the environment and that is desigoezhsure that the basic objectives of

the enterprise are achieved through proper exetbiidhe organization (Peppard, 2000).

1.1.2 Cloud Computing

Cloud computing is a subscription-based service revhen organization can obtain
networked storage space and computer resourcesa(Rhoi and Lumb, 2009). It is a
model for enabling convenient, on-demand networkess to a shared pool of
configurable computing resources like the netwosesyers, storage, applications, and
services that can be rapidly provisioned and relgéa#th minimal management effort or
service provider interaction. It is perhaps the thpmpular rising computing model that

benefit from massive approval (Hayes, 2009).



Cloud computing model is composed of five essentlaracteristics including: on-
demand self-service where a consumer can unilbtgradvision computing capabilities,
such as server time and network storage, as neadkxnatically without requiring
human interaction with each service provider (Lewi809). Secondly, broad network
access where capabilities are available over tihwank and accessed through standard
mechanisms that promote use by heterogeneousttlimc& client platforms like mobile

phones, tablets, laptops, and workstations (Sti&wewis, 2010).

The third characteristic is resource pooling wheeeprovider's computing resources are
pooled to serve multiple consumers using a mutiate model, with different physical

and virtual resources dynamically assigned andsmg@asd according to consumer
demand. Rapid elasticity where capabilities carelbstically provisioned and released,
in some cases automatically, to scale rapidly ordvaand inward commensurate with
demand. Measured service in which cloud systemsnaatically control and optimize

resource use by leveraging a metering capabiligoate level of abstraction appropriate
to the type of service like storage, processingydiadth, and active user accounts

(Strowd & Lewis, 2010).

1.1.3 Competitive Advantage

Competitive advantage is an organization’s abtiyperform in one or more ways that
competitors will not and cannot match (Kotler, 2p0@nd is realized by the

organization’s marketing strategy, the implementatf this strategy and the context in
which competition unfolds. Barney (1991) has argthed competitive advantage can be

gained if the firm’s current strategy creates vane is not being implemented by any



competitor at present or in the future. Day and ¥l&n (1994) have focused on two
categorical sources involved in creating compeditadvantage: superior skills and
superior resources. To succeed in building a susde competitive advantage, a firm
must try to provide what buyers will, perceive apevior value of the goods/services
amongst other substitute goods/service in the maikes entails either a good quality
product at a low price, or a better quality prodihett is worth paying more for (Day and

Wensley, 1994).

A particular competitive advantage over rivals ime@aspect of competition may help the
firm better serve the customer in that particulgveat. To achieve superior performance,
especially persistent superior performance, a foften needs multiple competitive
advantages. Beating rivals on multiple strategycatiportant vectors is essential for a
winning firm (Ma, 1997). Creating a constellatiof multiple evolving competitive
advantages and renewing such a constellation imayt fashion, however, will likely
make persistent superior performance more reattdynable (Ma, 1997). Barney (1991)
concluded that not all firm's resources hold thdeptial of sustainable competitive
advantage; instead there are four attributes t@teness, value, inability to imitate and

inability to be substituted.

1.1.4 Banking Industry in Kenya

The Banking sector in Kenya is governed by the Cammgs Act, the Banking Act, the
Central Bank of Kenya Act and the various prudergidadelines issued by the Central
Bank of Kenya (CBK, 2013). The banking sector wherhlized in 1995 and exchange

controls lifted. The CBK, which falls under the Maial Treasury docket, is responsible



for formulating and implementing monetary policydaiostering the liquidity, solvency
and proper functioning of the financial system. TKenyan banking industry has 44
banks; 31 are locally owned and 13 are foreign awriée locally owned financial
institutions comprise three banks with significahareholding by the Government and
State Corporations, 27 commercial banks and onégage finance institution, Housing
Finance (Bank Supervision Report, 2012). The bamkge come together under the
Kenya Bankers Association (KBA), which serves a®laby for the bank’s interests.
KBA serves a forum to address issues affecting neesalOver the last few years, the
Banking industry in Kenya has continued to growassets, deposits, profitability and
products offering (Angulu, 2007). The growth hasereamnainly underpinned by an
industry wide branch network expansion strategy lotKenya and in the East African
community region and automation of a large numldesesvices and a move towards
emphasis on the complex customer needs rathertthdiional ‘off-the-shelf’ banking
products (CBK, 2012). Players in this industry hax@erienced increased competition
over the last few years resulting from increasewwuations among the players and new

entrants into the market.

1.2 Research Problem

The general business environment has become mdatile/ounpredictable and very
competitive as the effects of globalization anckinationalization of firms continue to
manifest themselves and affect the competitivenésisms. The increasing competition
that companies are facing today requires that tleeyelop appropriate strategies that will
maintain their competitiveness. According to Arig&B90), rewards will accrue to those

who can read precisely the operating environmedt @amtinuously scan it to develop
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appropriate solutions that will remain competitiviherefore, strategy is vital to the
adaptation of the changing business environment @exklopment of sustainable
competitive advantage. The banking industry ha®inecvery competitive as more and
more banks seek to either enlarge their marketesbarincrease their customer base
(CBK, 2007). Some commercial banks have adoptedipalybranch expansion while
others have adopted information technology as tagiansion strategy. A good example
includes Barclays Bank Limited which invested hgaun branch network expansion
while Standard Chartered Bank invested in inforomatitechnology. Information
technology has been poised as the next technologhgvieraging the operations of

commercial banks (Kenya Bankers Association, 2014).

Several researchers have reviewed the applicafiamoad computing to organizations
and its effects on organizational performance. iRstance, Ylatupa (2011) examined
cloud computing in the ICT of Finnish public adnsination and established that in the
public administration of Finland, cloud computirsgniot familiar to the employees, and if
some ministries or departments are using cloud coimgy they are not doing it centrally.
Kim (2009) examined cloud computing by looking tatimpact on today and tomorrow
and established that cloud computing was in itanay in terms of market adoption.
However, it was a key IT megatrend that would taget. Quoc, Perkuhn, Catrein,
Naumann and Anwar (2011) studied optimization amdluation of a multimedia
streaming service on hybrid Telco cloud. Their apph of modelling the mobile
network and its cloud-related properties matheraliyicproved to be a quick and
efficient way to analyse relevant aspects of mobdevork configurations from a cost-

perspective. Locally, Kiiru (2011) did a survey doud computing adoption in Kenya’s
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banking industry and revealed that banks were nbingyto put their IT services to
cloud in the next 2 years. Mwaura (2013) studiechhology acceptance of cloud
computing in ICT departments of the Kenya Governniinistries and established that
ICT officer's use of cloud computing tended to bé&iad of involuntary and natural
activity. Kituku (2012) studied adoption of cloudnaputing in Kenya by firms listed in
the Nairobi Stock Exchange and found various factdffecting the adoption of cloud
computing in Kenya and recommended that in ord@réonote cloud computing among
commercial companies cloud service providers shguttvide successful case studies
and statistics in order to help companies reahseapplications of the cloud. This study
therefore seeks to fill the research gap by evalgahe strategic implications of cloud
computing as a competitive advantage in the bankidgstry in Kenya. What is the
strategic implication of cloud computing as a cotitpe advantage in the banking

industry in Kenya?

1.3 Research Objective

To determine the strategic implications of cloudhpoiting as a competitive advantage in

the banking industry in Kenya.

1.4 Value of the Study

To the management of commercial banks in Kenyay thél be in a position to
understand the effects of cloud computing on tbearall performance and especially on
competitiveness. Through the findings of this stuidyis hoped that the managers of
commercial banks will be informed on how to useudiacomputing for competitive

advantage.



To the management of ICT firms in Kenya, the firgdirof this study will be important in
understanding the role played by cloud computindpuiiding sustainable competitive
advantage. Therefore they would invest in develogna skills to promote cloud

computing role out in Kenya.

To the government and in particular the ICT Boand ghe Ministry of Information and
Communication, the findings from this research \will in formulation of policies and
procedures through which they can intervene andnpte ICT business growth in the
country at large. This can also be further refirel extended towards attracting

potential investors for investment opportunities.

The findings of this study will also help futuresearchers and scholars. It is hoped that
the findings of this study will be used as a sowtauture reference on scholars wishing
to extend the level of knowledge on cloud computm&enya and commercial banks. In
addition, the study will suggest areas for furtretudies where they can further

knowledge on.



CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction

This chapter presented a review of the relatedaliiee on the subject under study
presented by various researchers. The materiaks drawn from several sources which
are closely related to the theme and the objectofethe study. The exact sections
covered include theoretical perspective, cloud aating, competitive strategies and

cloud computing and competitive strategies.

2.2 Theoretical Perspective

Systems theory has dominated as a framework for ageral behavior and
organizational analysis. It argues that no one ruipgdion operates in a vacuum but they
all operate in a society and therefore, they afectdd by the happenings in their
operating environment (Checkland & Scholes, 19@pen systems reflected the belief
that all organizations are unique in part becadigheounique environment in which they
operate and that they should be structured to acwmate unique problems and
opportunities. Environmental influences that affepen systems can be described as
either specific or general. According to Laszlo98)p the specific environment refers to
the network of suppliers, distributors, governmagéncies, and competitors with which
a business enterprise interacts. The open-systdrasryt assumes that all large
organizations are comprised of multiple subsystezash of which receives inputs from

other subsystems and turns them into outputs ®byother subsystems.
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The subsystems are not necessarily represente@pdmrtchents in an organization, but
might instead resemble patterns of activity (Sangé991). Another relevant theory for
this study is the competitive theory. Early litena on the theories of trade between
nations provided the basis for competitivenessrgheo alluded to the development of
sustainable competitive advantage well beforeiie.t Competitiveness theory evolved
from the traditional trade theories, fundamentéllge effect of the Wealth of Nations’
Adam Smith in 1776 (later translated in 1937), whwgas revolutionary. In his book
Adam Smith disputed the then existing philosophyrddatilism view on trade which
suggested that trade was a zero sum game in whicida surplus of one country is
offset by a trade deficit in another country. Smithhis argument viewed trade as a
positive sum game in which all trading partners leanefit if countries specialized in the
production of goods and services in which they &bsblute advantage. This came to be

known as the theory of absolute advantage.

Competitiveness theories proposed some kind ofrddga as enabling a country gain
more out of international trade. The same is tretlie firm. If sustainable superior
performance (which equals sustainable competitdxeaatage) is to be achieved a firm
must differentiate itself. Alderson (1937) hinted a basic tenet of sustainable
competitive advantage, that a fundamental aspectoofpetitive advantage is the
specialization of suppliers to meet the variatiotnbuyer demand. Later Alderson (1965)
recognized that firms should strive for unique eletristics in order to distinguish
themselves from competitors in the eyes of the wors. He stated that differential
advantage might be achieved through lowering pricetective advertising appeals

and/or product improvement and innovations. Whihese concepts lay the core
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foundation for firms in moving toward sustainablenpetitive advantage, the intense
nature of competition today requires that firmsni@re innovative and entrepreneurial in
their strategy planning than just lowering pricesngproving existing products. The most
important question then would be how then can congsabuild sustainable competitive
advantage? In order for organizations to remainpeditive in a highly volatile operating
environment, they need to develop appropriate egfr@as that will optimize their
operations. Cloud computing is one of the straseg@opted by organizations to ensure

they acquire and maintain competitive advantagau$¥p2010).

2.3 Cloud Computing and Competitive Advantage

Ylatupa (2011) defines Cloud Computing as a megnstich highly scalable and elastic
technology-enabled services can be easily conswwedthe Internet on an as-needed
basis. According to Bell (2008), Cloud Computingisollection of IT enabled resources
and capabilities that can be delivered via therivgteas a service. In the cloud computing
environment, working is through virtualized apptioas on a networked architecture.
Cloud computing provides an on-demand computingehadd changes the traditional
allocation of IT resources to a more collaboratirkemework (Hayes, 2008). National
Institute of Standards and Technology (NIST) hasoanced the definition of cloud
computing, which has been widely used as a baskimferther discussion (Chang, Dean
and Ghemawat, 2008). In general, cloud computires wsgrtualization technologies to
provide on demand computing resources via netwasksl has the following
characteristics: on-demand self-service, resourpémaation, scalability, flexible

pricing model, and measured service (Vanderwi€ég2
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The flexibility of a cloud-based framework allowfowd service providers to support
multiple products with shared resources (Anandasivand Premm, 2009). Cloud
computing basically consists of three service madilfrastructure as a Service (laaS):
the provision of storage capabilities and compupoger; Platform as a Service (PaaS):
the provision of a programmable environment wittederl programming languages,
libraries, services, and tools; Software as a Ser(&aaS): the provision of web-based
applications. In addition, there are basically fauays to deploy cloud computing,
including private cloud, public cloud, communityoet, and hybrid cloud (Bollinei and
Neupane, 2011). Each deployment model has its eaeid drawbacks (Mueller, 2011).
The decision of choosing a proper cloud computieglayment model should take

technological as well as organizational factors icinsideration.

Mueller (2011) suggests that, banks can make usdoatli computing in several areas.
Identity management process is a key area thabeanoved to cloud thereby enhancing
linking of identity information between accountshig can significantly reduce costly

provisioning, mitigate security loopholes and resotraditional user issues caused by
rigid application architecture. Enterprise contemnagement is another candidate for
Cloud Computing in banks, specifically on custorrgeraction archival and searches
(Chang, Dean and Ghemawat, 2008). Banks can adduestransaction processing in the
cloud through Extreme Transaction Processing (X¥Rith pertains to a certain class of
applications that need to handle large volumes aih dhat needs to be absorbed,
correlated, and acted upon such as fraud detedtisi,computation, and stock trade

resolution.
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Other services that banks can move to cloud comguicludes managing schedules by
using web-based scheduling whereby everyone plaisdser schedule in the cloud thus
enabling the meeting organizer to easily see whavalable. E-mail archiving, e-mail
security and document creation, back-office acésitsuch as credit card processing,
Foreign exchange among others can also be movetbta (Bollinei and Neupane,

2011).

According to Pearce and Robinson (2010, p.259)nkas managers evaluate and choose
strategies that they think will make their businesscessful. Businesses become
successful because they possess some advantageerdia their competitors”.
Competitive advantage can be found in the busimess structure and its ability to
differentiate the business from competitors (Hoffim000). Businesses that create
competitive advantage from one or both of thesercasuusually experience above
average profitability within their industry whil&dse that lack a cost of differentiation
advantage usually experience average or below gegrafitability within their industry

(Barney, 1991).

Competitive strategy depends on an organizationgpabilities, strengths, and
weaknesses in relation to market characteristiat the corresponding capabilities,
strengths, and weaknesses of its competitors (Thompand Strickland, 2006).
According to Porter, competition within an industiyy driven by five basic factors
namely; threat of new entrants, threat of substipsbducts or services, bargaining power
of suppliers, bargaining power of buyers and rigadmongst existing firms (Porter,

1985).
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Porter (1996) argues that competitive strategyalsolt being different.” He adds, "It
means deliberately choosing a different set ofvdies to deliver a unique mix of value."”
In short, Porter argues that strategy is about etine position, about differentiating
yourself in the eyes of the customer, about addialgie through a mix of activities
different from those used by competitors. In hidieabook, Porter defines competitive
strategy as "a combination of the ends (goals)wbich the firm is striving and the
means (policies) by which it is seeking to get ¢hieiThus, Porter seems to embrace

strategy as both plan and position.

Effective strategy may enable a business to infiteethe environment in its favour and
even defend itself against competition. ForresBf09) asserts that given the current
focus in business, there is need to understand etmpstrengths in the market and then
position one’s own offerings to take advantage eknesses and avoid head on clashes
against strengths. Mintzberg (1994) argues thategly emerges over time as intentions
collide with and accommodate a changing realityusfhone might start with a
perspective and conclude that it calls for a cergaisition, which is to be achieved by
way of a carefully crafted plan, with the eventoatcome and strategy reflected in a

pattern evident in decisions and actions over time.
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Strategy is an essential part of any effective nmess plan. By using an effective
competitive strategy, a company finds its industishe and learns about its customers
(Porter, 1990). Porter (1985) asserts there aiie basinesses strategies — differentiation,
cost leadership, and focus — and a company perfoeasby choosing one strategy on
which to concentrate. However, many researcheitsafeembination of these strategies
may offer a company the best chance to achievergpetitive advantage (Hlavacleh
al., 1990). Whatever strategy a business choosesuyst fit with the company and its

goals and objectives to gain a competitive advan{Rgrter, 1980).

2.4 Knowledge Gap

For most organizations, moving to a new technoltwt is not fully understood is a
position that many people are scared to ventuee Atack of basic cloud knowledge has
hindered its adoption across different busines3dss is however believed to be

changing according to Computer Technology Induassociation (CompTIA, 2012).

This positive change in perception of cloud hasnbpeished as more and more
companies embrace cloud services. While compangeBexoming more aware about the
use of cloud in business environments, throughouarsources such as their in-house IT
resources and/or consultants, there is still aligapany organizations as to the enormous
advantages that can be accrued through cloud camgpigichnology. Banks in Kenya

are included in these groups that have a knowlegige when it comes to cloud

computing and the edge it gives in competitive ativge. There is need to address this

knowledge gap and hence the reason for this péatistudy.
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1 Introduction

This chapter presented the research methodologywisused to carry out the study. It
particularly presents the research design to beptadp population and sample of the

study, data collection and analysis.

3.2 Research Design

This study used a cross-sectional survey. Crogsorat survey is a type of descriptive
research design involving the collection of infotima from any given sample of the
population element once (Cooper & Schindler, 2008)genda and Mugenda (2003)
notes that a survey attempts to collect data fraambers of a population and describes

phenomenon by asking individuals about their peroep, attitudes, behaviour or values.

Cross-sectional research design was chosen betapgealed for generalization within

a particular parameter. The data obtained was atdizetd to allow easy comparison.
Moreover, it explores the existing status of twormre variables at a given point in time.
This design will enhance a systematic descriptlaat ts accurate, valid and reliable as

possible to the research objective.

3.3 Population of the Study

The target population of the study was the top &6t lperforming commercial banks
operating in Kenya as at June 2014 (CBK, 2014)thalten banks were included in the

study hence a census.
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According to Cooper and Schindler (2008), a pojpaais a well-defined or set of
people, services, elements, and events, group infghor households that are being
investigated. Mugenda and Mugenda (2003) definerget population as group of
individual to which the researcher would like tongealize her results from. It comprises

of all potential participants that can make upghaly group.

3.4 Data Collection

Both primary and secondary data was collected. Afing to Mugenda and Mugenda
(2003), primary data is data the researcher calledtile secondary data refers to data
from other sources. Primary data is considered melrable and up to date. The main
instrument for data collection will be structuregegtionnaires that allows for uniformity
of responses to questions. The questionnaire astarfay of obtaining data as compared
to others instruments (Mugenda & Mugenda, 2003edflannaires gives the researcher
comprehensive data on a wide range of factors.edlended questions will be used.
Questionnaires allow greater uniformity in the wpestions are asked, ensuring greater

comparability in the responses.

The population of this study was 44 commercial Isaogerating in Kenya as at June
2014. However, since all the banks are easily ssiole as they have an office in
Nairobi, the study included all the target popwlatinto the study hence a census study.
The study targeted information technology directmesause of their key involvement in
cloud computing and strategy formulation and impamation in banks. The
guestionnaire was administered using a drop anil laiter method in order not to

inconvenience the respondents owing to their babgdule. For those who may want to
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respond on soft, a soft copy of the questionnaie 8end to them through their mailing
addresses. The particular officers to participatehie study were chosen amongst the
senior ICT Infrastructure managers of the fortyrflisted banks in Kenya. These officers
were selected upon because of their key role inlamenting and interacting with

emerging technologies in their business environmrtcompetitive advantage.

3.5 Data Analysis

The completed questionnaires were first edited ahdcked for completeness and
consistency. Quantitative data collected was aedlyzy the use of descriptive statistics
using Statistical Analysis for Social Sciences (SR@rsion 20) and presented through
percentages, means, standard deviations and freiggeffhe data was split down into
different aspects of cloud computing aspects amgrozational competitiveness. This

offered a systematic and qualitative of the stuijgctive.

The analyzed data was grouped using percentagemaasures of central tendency to
help generalize the findings. Descriptive statsstrecluding, cross-tabulation, frequencies
and percentages, mean and standard deviation \edsfarscomparison. From the cross-
tabulation, the study undertook a chi-square tesédtablish the association between
cloud computing use and competitive advantage. Téss was conducted at 95%

confidence level.
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CHAPTER FOUR
DATA ANALYSIS, RESULTS AND DISCUSSION

4.1 Introduction

This chapter presents research findings, analydiseodata and interpretation of the data
collected from the respondents. It also presemsdirigs and the discussion about
strategic implications of cloud computing as a cetitfjye advantage in the banking
industry in Kenya. The data was collected and rspwere produced in form of tables

and figures and qualitative analysis done in prose.

4.2 Response Rate

The study targeted top respondents in 10 most penfig commercial banks operating in
Kenya as at June 2014. Out of 10, a total of 9 tqpesaires were filled and returned
hence giving a response rate of 90%. This respaatgewas made a reality after the
researcher dropped the questionnaires and madenpéngsits and phone calls to the

respondents who then completed the questionndinesfindings are shown in Table 4.1

Table 4. 1: Response Rate

Completion Status Frequency Percentage
Completed 9 90%
Not Completed 1 10%
Total 10 100%

Source: Researcher (2014)
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4.3 Demographic Information

The study sought to bring out various demograpbpeets of the respondents in order to

show the criteria used to determine the best spigesions to collect relevant data from.

4.3.1 Gender of the Respondents

The study sought to establish the gender distobutif the respondents. The findings are

distributed in Table 4.2.

Table 4. 2: Gender of the Respondents

Gender Frequency Percent
Male 6 66.7%
Female 3 33.3%
Total 9 100.0

Source: Researcher (2014)
From the findings, the study established that &hef respondents were male which
represents 66.7% while 3 of the respondents wanaltewhich translates to 33.3%. This

findings reveal that majority of these respondevese male compared to female.
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4.3.2 Position Held in the Bank

The study sought to establish the position heldhim bank by the respondents. The

findings are distributed in Table 4.3.

Table 4. 3: Position Held in the Bank

Position Held Frequency Percent
IT Manager 1 11.1
ICT Infrastructure Manager 1 11.1
Other IT roles 7 77.8
Total 9 100.0

Source: Researcher (2014)

The findings revealed that majority of the respantde@7.8% (7) held other roles such as
IT Finance Officer, senior database administratoigrmation secretary, DC systems
administrator, general manager, network and infuasire analyst, information security
officer and retail support.11.1% (1) respondentsl llee positions of IT manager and

ICT infrastructure manager.

4.3.4 Perception of the term Cloud Computing

The study sought to establish the respondentsepéon of the term Cloud Computing.
The findings indicated that all the respondentsicewed cloud computing to be

Transformational IT Technology.
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4.3.3 Length of Time in the IT industry

The study sought to establish the length of time tbhspondents had been in the IT

industry. The findings are distributed in Table.4.4

Table 4. 4: Length of Time in the IT industry

Length of Time Frequency Percent
3-5 years 3 33.3
6-8 years 4 44.4

9 years and above 2 22.2
Total 9 100.0

Source: Researcher (2014)

As indicated in table 4.4 above, 33.3% (3) of thgpondents had been in the IT industry
for between 3-5 years, 44.4% (4) of the respondbats been in the IT industry for
between 6-8 years. 2 (22.2%) of the respondentdbad in the IT industry for 9 years

and above.

4.3.5 Knowledge on Cloud Computing

The study sought to establish the extent of respotstd knowledge of cloud computing.
This was crucial to the study as it would help thsearcher to establish whether the
respondents were in a position to confidently giveir knowledgeable views regarding

the subject matter. The findings are distribute@able 4.5.
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Table 4. 5: Knowledge on Cloud Computing

Level of Knowledge Frequency Percent
Extremely Knowledgeable 2 22.2
Somewhat Knowledgeable 3 33.3
Average Knowledge 4 44 .4
Total 9 100.0

Source: Researcher (2014)

As indicated in the above table, 22.2% (2) of tegpondents indicated that they were
extremely knowledgeable on cloud computing, 33.3%adf the respondents indicated

that they were somewhat knowledgeable on cloud atimgp while 44.4% (4) indicated

that they had average knowledge on cloud computing.

4.3.6 Number of years the bank has been Operational

The study sought to establish the number of ydssbnk has been operational. The

findings are distributed in Table 4.6.

Table 4. 6: Number of years the bank has been Operanal

Number of Years Frequency Percent
Less than 5 years 1 11.1
5-10 years 1 111
11-15 years 1 111
16 years and above 6 66.7
Total 9 100.0

Source: Researcher (2014)
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From the findings, majority of the respondents 6%9 indicated that the bank had been
operational for 16 years and above whereas 11.3%f(the respondents indicated that

the bank had been operational for less than 5 yB&k6 years and 11-15 years.

4.3.7 Extent of Cloud Computing Adoption in the Busiess Environment

The study sought to establish the extent to whakb have adopted cloud computing in

the business environment. The findings are distedbin Table 4.7.

Table 4. 7: Extent of Cloud Computing Adoption in he Business Environment

Extent of Adoption Frequency Percent
Not at All 4 44.4

To a Low Extent 1 111
Moderate Extent 1 11.1
High Extent 2 22.2
Very High Extent 1 111
Total 9 100.0

Source: Researcher (2014)

Majority of the respondents 44.4% (4) indicatect tthee banks had not adopted in the
business environment at all. 11.1% (1) of the redpats indicated that the banks had
adopted cloud computing in business environmeatltav extent, moderate extent and to
a very high extent. 22.2% (2) of the respondentscated that the banks had adopted

cloud computing in business environment to a higerd.

25



4.3.8 Percentage of Banking Services Delivered thugh Cloud Computing

The study sought to establish the percentage dibguservices delivered through cloud

computing. The findings are distributed in Tablg.4.

Table 4. 8: Percentage of Banking Services Delivatéhrough Cloud Computing

Percentage of Services Frequency Percent
None 3 33.3

1% - 5% 1 11.1

6% - 20% 2 22.2
21% - 50% 1 11.1
51% - 75% 1 11.1
76% and above 1 11.1
Total 9 100.0

Source: Researcher (2014)

From the findings in Table 4.9 above, majority bé trespondents 33.3% (3) indicated
that no banking service is delivered through clar@mputing, 11.1% (1) of the

respondents indicated that 1% - 5%, 21% - 50%, 51P%%, 76% and above of the

banking services are delivered through cloud comgut

4.3.9 Favourable Cloud Computing Platform

The study sought to establish the respondents'rédle cloud computing platform. The

findings are distributed in table 4.9 below.
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Table 4. 9: Favourable Cloud Computing Platform

Platform Frequency Percent
Infrastructure as a service 2 22.2
Platform as a service 2 22.2
Software as a service 2 22.2
None 3 33.3
Total 9 100.0

Source: Researcher (2014)

The findings in the above table indicated that mgjoof the respondents 33.3% (3)
indicated that they had no favorable cloud platfo22.2% (2) of the respondents
indicated that the banks favourable cloud compuplaform was infrastructure as a

service, platform as a service and software asvicse

The respondents were asked to indicate whetherh#mk was ready to migrate its

services to the cloud.

Table 4. 10: Customer Relationship Management

Statement Frequency Percent
Agree 7 77.8
Disagree 2 22.2
Total 9 100.0

Source: Researcher (2014)
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On whether the bank was ready to migrate customlationship management to the
cloud, majority of the respondents 77.8% (7) agnebde 22.2% (2) of the respondents

disagreed.

Table 4. 11: Sales and Marketing

Statement Frequency Percent
Agree 7 77.8
Disagree 2 22.2
Total 9 100.0

Source: Researcher (2014)

The findings revealed that 77.8% (7) of the resgoitsl agreed that the banks were ready
to migrate sales and marketing to the cloud wh22% (2) of the respondents disagreed

with the statement.

Table 4. 12: Business Operations

Statement Frequency Percent
Agree 1 111
Disagree 8 88.9
Total 9 100.0

Source: Researcher (2014)
On whether the bank should migrate its businessatipas to the cloud, majority of the
respondents 88.9% (8) disagreed while 11.1% (1pordent agreed that business

operations should be migrated to the cloud.
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Table 4. 13: Functional services

Statement Frequency Percent
Agree 5 55.6
Disagree 4 44.4
Total 9 100.0

Source: Researcher (2014)

The respondents were asked whether the bank sihagldte its functional services to
the cloud, majority of them 55.6% (5) agreed theictional services should be migrated

to the cloud while 44.4% (4) of the respondentagilised.

Table 4. 14: Research and development

Statement Frequency Percent
Agree 6 66.7
Disagree 3 33.3
Total 9 100.0

Source: Researcher (2014)
On whether the banks should migrate research anelagement to the cloud, majority of
the respondents 66.7% (6) agreed that indeed bahksld migrate research and

development to the cloud while 33.3% (3) of thesadreed.
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4.4 Strategic Implications of Cloud Computing as a&Competitive Advantage in the
Banking Industry

The respondents were asked to rate the extentithliey agree to the general trends in
IT keeping in mind that banking and financial seevproviders are not exempt from the

impact of cloud computing. The findings are showable 4.15.

Table 4. 15: Strategic Implications of Cloud Compuig

Statement Mean | S. D

Cloud computing will transform the banking expederand customer4.00 | .707

relationships by leveraging social and mobile media

Core banking business requirements will dynamica#iytranslated to 173.11 | 1.36
solutions through cloud computing that reshape rhle of the IT

function

The virtualization characteristic of cloud compatiwill enable greater3.77 | 1.09
automation, scale out and the ability to handlearfoont end and back

end business activities

Today’s banking consumer’'s move towards digital, biteo and| 4.33 | .86
contactless services will affect their tastes, bgyhabits, channels and

customer services

Source: Researcher (2014)
As indicated in the table above, majority of thep@ndents agreed that cloud computing
will transform the banking experience and customedgtionships by leveraging social

and mobile media as shown with a mean of 4.000aaddviation of 0.707. Majority of
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the respondents were neutral on whether core bgnkumsiness requirements will

dynamically be translated to IT solutions throudgbud computing that reshape the role
of the IT function as shown with a mean of 3.11 argkeviation of 1.36. On whether the
virtualization characteristic of cloud computingllv@nable greater automation, scale out
and the ability to handle more front end and baudk leusiness activities, majority of the
respondents agreed with a mean of 3.77 and a deviat 1.09. The findings revealed

that majority of the respondents agreed that talagnking consumer’s move towards
digital, mobile and contactless services will affdweir tastes, buying habits, channels

and customer services with a mean of 4.33 and iatitmv of 0.86.

Table 4. 16: Bank’s Future Strategic Goals

Description Frequency Percent
Disagree 1 11.1
Neutral 2 22.2
Agree 3 33.3
Strongly Agree 3 33.3
Total 9 100.0

Source: Researcher (2014)

On Bank’s Future Strategic Goals, majority of tkspondents 33.3% (3) agreed while
others strongly agreed that banks future stratggats were aligned to cloud computing,
22.2% (2) of the respondents were neutral whild%l1(1) respondent disagreed with the

statement
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Table 4. 17: Bank’s Next Anticipated Service Deliwy through Cloud Computing

Description Frequency Percent
Infrastructure as a service 4 44.4
Platform as a service 1 11.1
Software as a service 1 11.1
None 3 33.3
Total 9 100.0

Source: Researcher (2014)

The respondents were asked on the banks nextgatéadi service delivery through cloud
computing. Majority of the respondents 44.4% inthdathat the next anticipated service
delivery was infrastructure as a service, 33.3%efrespondents indicated the there was
no anticipated service delivery while 11.1% respontsd indicated that that platform as a

service and software as a service.

The respondents were asked whether the use of clmaguting technology has strategic
implications on competitiveness in the banking stdy majority of the respondents
44.4% indicated agreed while others strongly agithed the use of cloud computing
technology has strategic implications on compeditess in the banking industry while
11.1% of the respondents were neutral on the saterihe respondents were asked to
rate the extent to which they agree with stratégplications of cloud computing as a

competitive advantage in the banking industry.

32



Table 4. 18: Strategic Implications of Cloud Compuing as Competitive Advantage

Statement Mean | S.D
Cloud computing can hold ground for the bank’s alterision, mission 3.00 | 1.13
and objectives in achieving the overall competistategy

Cloud computing can transform the bank’s competifwoduct offers t¢ 4.00 | .70
reflect the changing demands of the upward mobid social needs

customer

Core banking operations can be reshaped and rdedeby cloud 3.66 | 1.17
computing to enable a more competitive, custometrice efficient and

sustainable business model

Cloud computing can be used as a platform for newpetitive IT| 3.66 | .86
strategy for your bank

Cloud computing is in line as a key strategic ddfdgiator when it comes3.55 | 1.42
to new technology adoption in a bank

Testing environment can be enhanced by cloud canguin the| 3.77 | 1.30
innovation and invention of new products and s@wic

A healthy return on investment can be accrued wh#h use of cloud3.88 | 1.05
computing through lowered costs and shifts in ehgixpenses

Customer relationships can be enhanced by us®@ofl domputing which 4.11 | .78
enables making services more convenient, accesgblsonalized and

easy to use

Source: Researcher (2014)

The findings in table 4.18 above indicates thajomitg of the respondents were neutral

on whether cloud computing can hold ground forlihek’s overall vision, mission and

objectives in achieving the overall competitiveastgy as shown with a mean of 3.00 and

a deviation of 1.13. On whether cloud computing tansform the bank’s competitive

product offers to reflect the changing demandshef upward mobile and social needs

customer, the respondents agreed with a mean Of @@ a deviation of 0.70. The
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respondents agreed that core banking operationbecagshaped and reinvented by cloud
computing to enable a more competitive, customertrice efficient and sustainable
business model as shown with a mean of 3.66 areliattbn of 1.17. The study found
out that majority of the respondents agreed thaticclcomputing can be used as a
platform for new competitive IT strategy for thenkaas shown with a mean of 3.66 and a

deviation of 0.86.

Regarding the statement as to whether cloud comgus in line as a key strategic
differentiator when it comes to new technology adwpin a bank, the respondents
agreed with a mean of 3.55 and a deviation of 1T42. respondents agreed that testing
environment can be enhanced by cloud computinganrinovation and invention of new
products and services as shown with a mean of 8wV a deviation of 1.30. The
respondents further agreed that a healthy returmwestment can be accrued with the
use of cloud computing through lowered costs arifissim capital expenses as shown
with a mean of 3.88 and a deviation of 1.05. Thelstestablished that majority of the
respondents agreed that customer relationships bearenhanced by use of cloud
computing which enables making services more caemenaccessible, personalized and

easy to use as shown with a mean of 4.11 and atamviof 0.78.

4.4.1 Strategic Motivations of Adopting Cloud Compting

The respondents were asked to prioritize the sgfi@atmotivations of adopting cloud
computing for competitive advantage as would applthe bank. The findings are shown

in Table 4.19.
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Table 4. 19: Strategic Motivations of Adopting Clou Computing

Description Mean | S.D
Capitalize on the growing number of internet sessic 3.22 1.20
Technological edge over competitors 2.88 1.45
Flexibility of IT resources 2.00 1.22
Resource optimization and diversification 2.34 1.67
Economies of scale 2.77 1.20

Source: Researcher (2014)

Majority of the respondents indicated that captaly on the growing number of internet
services was a third priority as shown with a mef3.22 and a deviation of 1.20. The
respondents indicated that technological edge owerpetitors was second priority as
shown with a mean of 2.88 and a deviation of 1REgarding flexibility of IT resources,
the respondents second prioritized the strategitvaton with a mean of 2.00 and a
deviation of 1.22.The respondents gave Resourcenzption and diversification a
fourth priority as shown with a mean of 2.34 andleviation of 1.67. Finally the
respondents gave a third priority to economiescafesas shown with a mean of 2.77 and

a deviation of 1.20.

4.5 Perception of the Future use of Cloud computings a Competitive Advantage in

the Banking Industry

The respondents were perception of the future i@doad computing as a competitive

advantage in the banking industry. The findingsstn@wn in Table 4.20.
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Table 4. 20: Perception of the future use of Cloudomputing as a Competitive

Percentage Range Frequency Percent
11%-15% 3 33.3
26%-50% 4 44 .4
51% and above 2 22.2
Total 9 100.0

Source: Researcher (2014)

From the findings, majority of the respondents %4.#) perceived the future use of
cloud computing as a competitive advantage in teking industry as between 26%-
50%, 33.3% (3) of the respondents perceived thaerdutise of cloud computing as a
competitive advantage in the banking industry asvéen 11%-15% while 22.2% (2)
perceived the future use of cloud computing asrapsditive advantage in the banking

industry as 51% and above.

The respondents were also asked the percentagankiny services delivered through

cloud computing platform. The findings are showable 4.21.
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Table 4. 21: Percentage of Banking Services Delivat through Cloud computing

Platform

Percentage Range Frequency Percent
None 4 44.4
11%-15% 1 111
16%-25% 1 11.1
26%-50% 1 11.1
51% and above 2 22.2
Total 9 100.0

Source: Researcher (2014)

As indicated in table 4.21 above, majority of tkspondents 44.4% indicated that there
was no banking services delivered through cloud ppdgmg platform. 11.1% of the
respondents indicated that 11%-15%, 16%-25% and-28% of the banking services
were delivered through cloud computing platform.222 of the respondents indicated
that above 51% of the banking services were d@tethrough cloud computing

platform.

4.6 Challenges Faced when trying to use Cloud comiing for Strategic/Competitive

Advantage

The respondents were also asked the challengesl faben trying to use cloud
computing for strategic/competitive advantage. Tineings are shown in table 4.22

below.
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Table 4. 22: Cost

Description Frequency Percent
Not at All 2 22.2
Moderate Extent 3 33.3
High Extent 4 44.14
Total 9 100.0

Source: Researcher (2014)
The findings indicated that 44.4% of the responslagreed to a high extent that cost is a
major challenge faced when trying to use cloud astimg for strategic/competitive

advantage, 33.3% to a moderate extent and 22.2% éxtent at all.

Table 4. 23: Lack of Technical Knowhow

Description Frequency Percent
Not at All 1 11.1

To a Low Extent 2 22.2
Moderate Extent 1 11.1
High Extent 5 55.6
Total 9 100.0

Source: Researcher (2014)

Regarding lack of Technical knowhow, majority ofpendents 55.6% agreed to a high
extent that lack of technical knowhow is a majoalldnge faced when trying to use
cloud computing for strategic/competitive advanta@®.2% indicated to a low extent
while 11.1% indicate to no extent at all as welt@a moderate extent.
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Table 4. 24: Security

Description Frequency Percent
To a Low Extent 1 11.1
High Extent 4 44.4
Very High Extent 4 44.4
Total 9 100.0

Source: Researcher (2014)

Regarding security, 44.4% of the respondents agieedry high extent and high extent
that security is a major challenge faced when ¢yio use cloud computing for
strategic/competitive advantage, 11.1% to a lovemxt

Table 4. 25: Compliance

Description Frequency Percent
Moderate Extent 4 44 .4
High Extent 3 33.3
Very High Extent 2 22.2
Total 9 100.0

Source: Researcher (2014)

As indicated in the above table, 44.4% of the redpats agreed to a moderate extent
that compliance is a major challenge faced whemdryo use cloud computing for
strategic/competitive advantage, 33.3% indicated high extent and 22.2% indicated to

a very high extent.
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4.7 Discussion

Strategy is a multi-dimensional concept and variauthors have defined strategy in
different ways. Colin (2004) alleges that strategya unified and integrated plan that
relates the strategic advantages of the firm toctialenges of the environment. The
purpose of strategy will be to provide directionaks to the organization that permits it
to achieve its objectives while responding to thgpartunities and threats in the
environment (Pearce and Robinson, 2007). Stratedigit of the topic of this study
focusses on strategic implications of cloud comuutin the banking industry. Cloud
Computing is perhaps the most popular rising comgumodel that benefits from
massive approval (Hayes, 2009). It has been idedtds pay-per-use consumption and
delivery model which enables real-time delivery ainfigurable computing highly
scalable resources over the internet to multipleanies. These companies pay for only
what they use. In relation to competitive advantddmy and Wensley (1994) focused on
two categorical sources involved in creating contipet advantage and they include

superior skills and superior resources.

In light of the area of study focused on this resieathe objective was to determine the
strategic implications of cloud computing as a cetiiye advantage. This was as applies
in the banking industry in Kenya. Over the last fgzars in Kenya, the Banking industry
has continued to grow in assets, deposits, praifiyaland products offering (Angulu,
2007). It has become very competitive as more ancerbanks seek to either enlarge
their market share or increase their customer K&K, 2007). With this said,
Information technology has been poised as the meeshnology in leveraging the

operations of commercial banks (Kenya Bankers Aasioa, 2014).
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Several studies were previously carried out locaflyrelation to cloud computing
(Mwaura, 2013) and (Kituku, 2012) however the dme stands out the most is one that
sought to establish the level of cloud computingKienya’s banking industry (Kiiru,
2011) and the findings revealed that banks werewibihg to put their IT services to the
cloud in the next two years. Two years down the,lifindings from this study have
shown that there is a level of understanding ofid¢loomputing and even further brought
out the perception that there are strategic impboa that can be accrued from this
emerging technology for competitive advantage hineffort to explain how the findings
from the study relate to expectations, a discusheneby follows in trying to establish

this.

To begin with, in a bid to establish the level ookledge of the respondents on cloud
computing, the findings revealed that 44.4% of tegpondents had been engaged or
involved in the IT industry for between six to eigfears while some had been in it
between three to five years (Table 4.4). Two of rdepondents had more experience in
the IT industry as compared to the rest. Ylatufd {2 examined cloud computing in the
ICT of Finnish public administration and establidlibat in the public administration of
Finland, cloud computing is not familiar to the doyges. This finding was very
significant to the study as it made it possibletriast the respondents’ view of the
technology unlike if they had no knowledge abouwiud computing. The more the
experience in the industry the more knowledgeabéble 4.5) and exposed they are to
new trends in IT Technology inclusive of cloud cartipg. When asked about their
perception of the term cloud computing, all respond indicated that they perceive and

understand that cloud computing is a transformatiéhtechnology.
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From the demographics of the targeted banks, itfaasd that 66.7% of them had been
in operation for sixteen years and above (Tablg M6re than 50% of the banks had had
a touch of cloud computing in their business emmnents (Table 4.7) in one way or
another. This is also supported by more findingab(& 4.8) where respondents were
asked to rate the percentage of banking serviggsatbre being delivered through cloud
computing. According to Chappell (2008), there dheee major types of cloud

computing platforms and they include software asewrvice, platform as a service and
infrastructure as a service. When it comes to itlent) the favorable cloud computing

platform, 66.6% identified infrastructure as a s&yplatform as a service and software

as a service. 33.3% of the respondents did notifgenfavorable platform (Table 4.9).

The respondents were asked if the bank would neadibve specific core banking
services to the cloud and the response was vagpdndient of the identified function.
77.8% were in agreement that customer relationghgnagement and sales and
marketing could be moved to the cloud technolo@9% of the respondents dis-agreed
that business operations could be moved to thedc{@able 4.12). Above 50% of the
respondents agreed functional services, reseamdidevelopment could be migrated to
the cloud. Mueller (2011) suggests that, banks rmake use of cloud computing in
several areas. ldentity management process is alagy that can be moved to cloud
thereby enhancing linking of identity informationettveen accounts. This can
significantly reduce costly provisioning, mitigateecurity loopholes and resolve
traditional user issues caused by rigid applicatiahitecture. As a suggestion, enterprise
content management is another candidate for ClaudpDting in banks, specifically on

customer interaction archival and searches (Chaagn and Ghemawat, 2008).
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In part three of the research instrument, this ene the focus of the study was as it
sought to establish the strategic implications fud computing as a competitive
advantage in the banking industry in Kenya therelertly addresses the laid out
research objective. To begin with, four generaudlcomputing trends as pertains to the
banking industry were introduced to the respondantsthey were required to rate their
view on each. With a mean of 4.00, a majority of tiespondents agreed that cloud
computing will transform the banking experience aodstomer relationships by
leveraging social and mobile media. As far as baigoes, it's in line with the statement
that customer focused enterprises deliver a supeusistomer experience and because of
cloud computing they can now offer a consistens&ichannel experience (IBM, 2013).
The findings revealed that the respondents wertraean whether core banking business
requirements will dynamically be translated to idlusions through cloud computing.
Cloud has the power to fundamentally shift competitandscapes by providing new

platform for creating and delivering business vdBermanet al, 2012).

From Table 4.15 findings, more than 80% of the oesients are of the view that
virtualization characteristic of cloud computinglivéinable greater automation, scale out
and the ability to handle more front end and bau#t business activities. Bermahal
(2012) established that Information Technology atuidity is recognized by many as a
major benefit accrued from cloud computing. Morartt85% of the respondents agreed
that banking consumers’ move towards digital, mebihd contactless services will affect
their tastes, buying habits, channels and cust@@mices. From this we continue to see
that the strategic implications of cloud computarg visible even though we have a long

way to go in embracing the cloud technology fuflyour business environments.
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Strategic implications of cloud computing stem ogrywmany variables and present
themselves in different forms depending on wherdieg. Cloud computing can play a
strategic role for all companies not just thosadohnology or services industries, by
doing away with typical IT constraints and freeittgpursue growth and innovations
(PWC, 2011) From Table 4.18, the study findingsest®d majority of the respondents
agreed that cloud computing can transform a ban&ispetitive product thus giving

competitive advantage and that it can also be ased platform for new competitive IT

strategy. As to whether cloud computing is in lae a key strategic differentiator, the
respondents agreed to this. Banking and Finan@ali&s Institutions are possibly the
most advanced in terms of technology adoption aedituas a key differentiator (Suresh,

2010).

There was a strong agreement that this technolagynhance research and development
of new and innovative products and services by lamgah strategic testing environment.
The belief that banking operations can be reshapeénable a more competitive,
customer centric, efficient and sustainable busine®del is in line with the study
findings. As for challenges with cloud computingpae 85% of the respondents agree to
cost, security, lack of technical knowhow and caamde as significant impediments.
Suresh (2010) emphasizes on these and also addsregurity of solution, integration

and complexity of governance to mention but a few.

In conclusion, the cloud will inevitably impact mbaall facets of the IT ecosystem such
that IT solutions and service vendors will now néecdapt their infrastructure, people
and processes (KPMG, 2011). The banking industry significantly change in order to

accommodate this new technology and would havemtrue to adopt cloud computing
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in order to stay ahead of the curve. There are slmmations that arguably would

slightly water down the quality of this study aseats primarily on the time especially
for data collection. It would have been even magadficial for the study to have on top
of the research instrument, a one on one intervigtv each of the respondents to bring
out a deeper insight in trying to achieve the redeabjective. Further research would
enrich this study by digging deeper into the chegks identified as to affect, impair or

impact negatively the adoption of cloud computinghe banking industry in Kenya.
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CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter sets to draw conclusions that willrads the research objectives outlined in
chapter one above and make recommendations infithe findings from the study. The
objective of this study was to determine the sgiatemplication of cloud computing as a
competitive advantage in the banking industry imy@ The findings are discussed as

below.

5.2 Summary

To begin with, the profiling of the respondentseaaled that a significant number of them
had spent a significant number of years in thendustry and were quite knowledgeable
of the Cloud Computing concept. Through the statémas to whether banking and
financial providers are not exempt from the impattcloud computing, the study
established that majority of the respondents agtieadcloud computing will transform
the banking experience and customer relationshipdeberaging social and mobile
media. It also established that majority of thepagglents were neutral on whether core
banking business requirements will dynamically tenglated to IT solutions through
cloud computing that reshape the role of the ITcfiom. Bell (2008), indicated that cloud
computing is a collection of IT enabled resourced eapabilities that can be delivered
via the internet as a service. On whether the afization characteristic of cloud
computing will enable greater automation, scaleamd the ability to handle more front

end and back end business activities, the studgbkestted that majority of the
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respondents agreed with the said statement. Tldenfja revealed that majority of the
respondents agreed that today’s banking consumasige towards digital, mobile and
contactless services will affect their tastes, bgyiabits, channels and customer services.
The study established that majority of the respatslevere neutral on whether cloud
computing can hold ground for the bank’s overaBiom, mission and objectives in
achieving the overall competitive strategy. Mue(2011) suggests that, banks can make
use of cloud computing in several areas. ldentignagement process is a key area that
can be moved to cloud thereby enhancing linkingidetity information between
accounts. On whether cloud computing can transftivenbank’s competitive product
offers to reflect the changing demands of the ugwaobile and social needs customer,

the study established that the respondents agritedh& said statement.

The respondents agreed that cloud computing i;mends a key strategic differentiator
when it comes to new technology adoption in a bdile study further established that
the respondents agreed that testing environmenbeanhanced by cloud computing in
the innovation and invention of new products andise. It was revealed that majority of
the respondents agreed that customer relationst@psbe enhanced by use of cloud
computing which enables making services more caemgnaccessible, personalized and
easy to use. This is consistent with Pearce andnRoib (2010) who argued that business
managers evaluate and choose strategies that thely will make their business
successful. On challenge related elements, they stgthblished that majority of the
respondents agreed to a high extent that cosimsjar challenge faced when trying to
use cloud computing for strategic/competitive adage. The lack of technical knowhow

was also revealed as a major challenge faced wiyergtto use cloud computing for
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strategic/competitive advantage. Security also caateas a major concern faced when
trying to use cloud computing for strategic/comipeti advantage. The study also
established that majority of the respondents agteedmoderate extent that compliance
is a major challenge faced when trying to use clooithputing for strategic/competitive

advantage.

5.3 Conclusion

The study was set out with an objective to deteentite strategic implications of cloud
computing as a competitive advantage in the bankmugystry in Kenya. From the
findings of the study, one of the conclusions tbére that the banks in Kenya are aware
of the cloud computing concept and that the IT depents within which the
responsibility for adopting technology lies havgrsiicant awareness to the fact that this
technology can be used as a competitive advantagen the ratings of the extent to
which the respondents agree with cloud computing asmpetitive advantage, we can
conclude from the responses that a majority re@agtiie strategic implications of cloud
computing in various use cases in the banking itmgushe most significant conclusion
can be drawn from the results that cloud computiag be used as a key strategic
differentiator in different capacities and capala$ for competitive advantage despite the
presence of various challenges that can stiflérttezest in adopting cloud computing as

a form of competitive advantage.
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5.4 Recommendations

Focusing on the concepts of cloud computing andpatitive advantage, this research
has primarily brought out the strategic implicasaas applies to the banking industry in
Kenya. It is recommended that the leaders andrtrgiérs of the IT departments in the
banks in Kenya to acknowledge this trend in teabgyland embrace the strategic
opportunities that can be accrued from it. Clouchpoting is becoming a very hot topic

nowadays and many enterprises are interested @ kmare about it.

The study recommends that the banks in Kenya stamdg@t cloud computing as a future
strategic technological and economic tool for cottipe advantage as well as for use in
IT operations. As a start, they can focus on agbeivcloud model since it is more
effective to adopt as they can save on costs amé h&tter security and control
especially for those whose challenges centeredsts @nd security concerns. Non-core
areas of business such as helpdesk, internal coroatiam can be piloted for this. They
can also exhibit flexibility by isolating buildingnd enhancing customer relationships to

accommodate for the upward mobile and social neest®mer.

Before all of the above, it is paramount to underdtcloud computing in a broader and
more detailed perspective in order to identify ftetegic and competitive gaps to fill

with this type of technology.

5.5 Limitations of the Study

The concept of cloud computing is still at its mfatages within the banking industry in
Kenya. This was a limitation as not many resporgl@rdre ready to give ample time to

have a knowledgeable conversation about this tdpi¢che process, it was difficult to
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measure the understanding of cloud computing om-alepth perspective to draw better
conclusions. My study targeted specifically thaseharge of IT departments within the
bank and because of challenges with availabilityas difficult to follow up respondents
to have the fill the questionnaires on time. Aseauit, the respondent criterion was
opened up for other significant roles within the d€partments that can effectively

provide the data needed.

Other concerns surrounded the university requirérneehave questionnaires stamped for
certification of feedback provided by the intendslirce. This was a limitation since a
majority of the respondents would fill the queshaites but not have them stamped
alleging fears of using a bank’s stamp for the eiser Most of respondents cited that the
information that was being requested was highlyfidential. There is a possibility that

the information provided in the study did not gavérue scenario of the banking industry.
The study however, ensured to design a researtiunmsnt that sought to elicit general

and specific information on the subject matter.

Time and financial constraints respectively limited desired attention given to conduct
data collection and analysis hence exhaustive amitreely comprehensive research
could not be carried on the data that was providdds however did not stop the
researcher from analysing the data in depth ascgagend providing findings that fulfil

the objective of the study.
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5.6 Suggestions for Further Studies

Challenges hindering adoption of cloud in the bagkindustry were identified in the
study. However, the survey did not seek to findusohs to these challenges. The
researcher therefore recommends further studiesthen challenges facing cloud

technology in banking industry and a recommendatiohow they can be addressed.

The study also suggests that further research maucted on all the commercial banks in
Kenya to establish the level of cloud computingaagsompetitive advantage in the
banking industry in Kenya. Security concerns sthprogme out of this study as one of
the major hindrance of adoption of this technolofye study therefore recommends that
a research be conducted on how cloud computingorsnare addressing the security

concerns.

The Kenyan banking sector should use the study@sde to further pursue interest in
identifying the strategic implications of cloud cputing in their banking environments.
Technology is changing continuously so is the essnenvironment and the needs that
need to be met. In line with this, the banks shdwutdable to keep up to meet this
challenge of competitive advantage. Academiciamsateo use this study as a basis for
further extending knowledge in this concept of dawomputing and its use in strategy.
The government and other policy makers can usesthdy as an insight into formulating
policy on technology and strategy even as applegdvernment bodies and their

operations.
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APPENDICES

Appendix I: Letter of Introduction from the Univers ity of Nairobi

UNIVERSITY OF NAIROBI
5CHOOL OF BUSINESS

MBA PROGRAMME

==
Telephone 020-2035162 {3 Hox 30097
Tekegraie “Vamaly  Kanabi Mool Ketya
Tekex T304 S Varsigy

paTE 12 }.G‘? v'éli?"r‘

T0 WHOM IT MAY CONCERN

The bearer af this lettsr E/Ef"l':jh Hfiﬂwl-t Mw}unaﬁ

Registration Ne..._......... DG'{I:"MS?' ’mﬂ:"

is @ bona fide conlinuing student in the Master of Business Adminisiration (MBA) degree
program in this University.

Hefshe is required to submit as part of his/her coursework assessment a research project
report on a management problem. We would like the students to do their projects on real
problems affecting firms In Kenya. We would, therefore, appreciate your assistance o
enable him/her collect data in your arganization,

The results of the report will be used solely for academic purposes and a copy of the same
will be avalled to the interviewed organizations on request.

Thank you.

PATRICK NYABU
MBA ADMINISTRATOR
SCHOOL OF BUSINESS
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Appendix Il: Research Questionnaire

STRATEGIC IMPLICATIONS OF CLOUD COMPUTING AS A COMP ETITIVE
ADVANTAGE IN THE BANKING INDUSTRY IN KENYA

PART I: RESPONDENT DEMOGRAPHY

1. Name (Optional)

2. Gender (select your gender)
Male [ ] Female[ ]
3. Position held in the bank (Please tick the appetgyi

IT Manager [ ]
ICT Infrastructure Manager [ ]
Chief Information Officer [ ]

Other IT role (please specify)

4. How long have you been in the IT industry?

Less than 2 years [ ]
3 -5 years [ ]
6 — 8 years [ ]
9 years and above [ ]

5. What is your perception of the term cloud compuzing
IT gizmo term [ ]
Transformational IT technology [ ]
No idea [ ]
6. Classify the extent of your knowledge of Cloud Catinpg (Select one of the below)
Extremely knowledgeable [ ]
Somewhat knowledgeable | ]
Average knowledge [ ]
Limited knowledge [ ]
No knowledge at all [ ]
PART Il: BANK DEMOGRAPHY AND CLOUD COMPUTING ADOPTI ON
1. Name of bank
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2. Number of years the bank has been in operation

Less than 5 years [ ]
5-10 years [ ]
11 - 15 years [ ]
16 years and above [ ]

3. To what extent has your bank adopted cloud comguritthe business environment?

Not at all [ ] To a low extent [ ]
Moderate Extent [ ] High Extent [ ]
Very High Extent [ ]
4. If yes in question 3 above, what percentage of ymanking services is delivered
through a cloud computing platform?
None [ ]
1% - 5% [ ]
6% - 20% [ ]
21% - 50% [ ]
51% - 75% [ ]
76% and above [ ]

5. What is your bank’s most favourable cloud platform?

Infrastructure as a service [ ]

Platform as a service [ ]

Software as a service [ ]

None [ ]

6. Would the bank readily invest to migrate the beloove banking functions to the
cloud?

Customer relationship management Agree | ] Disa@re |
Sales and marketing Agree [ ] Disagree [ ]
Business operations Agree | ] Disagree [ ]
Functional services Agree [ ] Disagree [ ]
Research and development Agree [ ] Disagree [ ]
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PART Ill: STRATEGIC IMPLICATIONS OF CLOUD COMPUTING AS A
COMPETITIVE ADVANTAGE IN THE BANKING INDUSTRY

Banking and financial services providers are noenept from the impact of cloud
computing. Rate your view on the general trendowehccording to the scale; 1=

strongly disagree, 2=Disagree 3= Neutral, 4= Agmee 5=strongly agree.

Description 1123 |4|5

Cloud computing will transform the banking expedenand

customer relationships by leveraging social anditasbedia

Core banking business requirements will dynamidadiytranslated
to IT solutions through cloud computing that reshdpe role of

the IT function

The virtualization characteristic of cloud compagtiwill enable
greater automation, scale out and the ability todleamore front

end and back end business activities

Today’'s banking consumer’'s move towards digital,biteo and

contactless services will affect their tastes, bgynabits, channel

[72)

and customer services

1. Does your bank’s future strategic goals align withud computing?

Strongly Disagree [ ] Disagree [ ]
Neutral [ ] Agree [ ]
Strongly Agree [ ]

2. If yes in question 1 above, what is your bank’stnamticipated service delivery

through cloud computing?

Infrastructure as a service | ]
Platform as a service [ ]
Software as a service [ ]
None [ ]
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3. Do you believe the use of cloud computing technplogs strategic implications on

competitiveness in the banking industry?

Strongly Disagree [ ] Disagree [ ]
Neutral [ ] Agree [ ]
Strongly Agree [ ]

4. Below are strategic implications of cloud computeg a competitive advantage in
the banking industry. Kindly indicate the extenttbich you agree to each using the
following scale; 1= strongly disagree, 2=Disagree Reutral, 4= Agree and

5=strongly agree.

Description 1123 |4|5

Cloud computing can hold ground for the bank’s allevision,
mission and objectives in achieving the overall petiive

strategy

Cloud computing can transform the bank’s competitproduct
offers to reflect the changing demands of the ugwaobile and

social needs customer

Core banking operations can be reshaped and re¢ed/é&y cloud
computing to enable a more competitive, customentricg

efficient and sustainable business model

Cloud computing can be used as a platform for newpetitive IT

strategy for your bank

Cloud computing is in line as a key strategic dédfgiator when it

comes to new technology adoption in a bank

Testing environment can be enhanced by cloud cangput the

innovation and invention of new products and s@wic

A healthy return on investment can be accrued With use of
cloud computing through lowered costs and shiftscapital
expenses

o

Customer relationships can be enhanced by use ofd
computing which enables making services more caewgr
accessible, personalized and easy to use
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5. Prioritize the following strategic motivations ofd@pting cloud computing for
competitive advantage as would apply to your basingithe scale; 1= Highest
priority, 2 = 2% priority 3=3" Priority, 4= 4" Priority and 5= Least Prioritysgect
one for each)

1) Description 11213 |4]|5

Capitalize on the growing number of users of inkéservices

Technological edge over competitors

Flexibility of IT resources

Resource optimization and diversification

Economies of scale

6. By what percentage growth do you perceive the é&utige of cloud computing as a
competitive advantage in the banking industry?

None [ ] 5% - 10% [ ]
11% - 15% [ ] 16% - 25% [ ]
26% - 50% [ ] 51% and above [ ]

7. If yes in question 3 above, what percentage of ywanking services is delivered

through a cloud computing platform?

None [ ] 5% - 10% [ ]
11% - 15% [ ] 16% - 25% [ ]
26% - 50% [ ] 51% and above [ ]

8. The below are some of the major challenges faceehwitying to implement cloud
computing for strategic/competitive advantage. gdeaate accordingly as would

apply to your bank.
Cost: Not at all [ ] Toalow extent [ ]
Moderate Extent [ ] High Extent [ ]

Very High Extent [ ]

Lack of technical knowhow: Not at all [ ] oRlowextent|[ ]
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Moderate Extent [ ] High Extent [
Very High Extent [ ]

Security: Not at all [ 1] Toalow extent |
Moderate Extent [ ] High Extent [ ]
Very High Extent [ ]

Compliance: Not at all [ ] Toalow extent |
Moderate Extent [ ] High Extent [ ]

Very High Extent [ ]

THANK YOU FOR TAKING YOUR TIME IN COMPLETING THIS

QUESTIONNAIRE
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Appendix IlI: List of Commercial Banks in Kenya

ABC Bank

Bank of Africa

Bank of Baroda

Bank of India

Barclays Bank Kenya Ltd.
CFC Stanbic Holdings
Chase Bank

Citibank

Commercial Bank of Africa
Consolidated Bank of Kenya
Cooperative Bank of Kenya
Credit Bank

Development Bank of Kenya
Diamond Trust Bank

Dubai Bank Kenya

Ecobank

Equatorial Commercial Bank
Equity Bank

Family Bank

Fidelity (Commercial) Bank Ltd.
Fina Bank Ltd.

First Community Bank Ltd.
Giro Commercial Bank
Guaranty Trust Bank
Guardian Bank

Gulf African Bank Ltd.
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Habib Bank

Habib Bank AG Zurich
Housing Finance Co. Ltd.

I&M Bank

Imperial Bank

Jamii Bora Bank

K-Rep Bank Ltd.

Kenya Commercial Bank Ltd.
Middle East Bank Kenya

NIC Bank

National Bank of Kenya
Oriental Commercial Bank Ltd.
Paramount Universal Bank Ltd.
Prime Bank Ltd.

Standard Chartered Bank
Trans-National Bank Ltd.
United Bank of Africa

Victoria Commercial Bank

Source: Central Bank of Kenya (2014)
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Appendix 1V: Letter to Report Data Collection Challenges

Everlyn N. Mutunga

P.O Box 26367 — 00504
Nairobi, Kenya

Phone: +254 720 423571
Email: ndanueve@gmail.com
Reg: No: D61/ 70157/ 2007

Dr. Zackary B. Awino,
Senior Lecturer,
School of Business,
University of Nairobi,
Nairobi, Kenya

Dear Sir,

RE: REQUEST TO CHANGE MY POPULATION OF STUDY FOR MY MBA
PROJECT DUE TO DATA COLLECTION CHALLENGES

| would like to change my population of study tdleet the Top Ten (10) Commercial
Banks from my initial Forty Four (44) in Kenya ashé&ve been experiencing quite a
number of challenges in data collection.

In my efforts to collect data from the banks, qutaumber of respondents will not have
the questionnaire stamped and this is one of mpmnadjallenges as it is a requirement by
the University to have all data gathered certifiedbe from the intended source. The
respondents cite various reasons as to why thdyneil have the documents stamped
citing reasons such as fear of being quoted, appegrihnk stamp is a sensitive matter
and could get one in trouble or is against theiermal poilicies. Other respondents as
well are taking too long to provide feedback evéieraseveral polite reminders just to
mention but a few.

Kindly approve for this change so as am able topeta data collection satisfactorily

and hence work towards finalizing on my final MBAopect as required. | can guarantee
to get feedback from the top 10 Commercial banktheg happen to be my employer’s
customers and | have contacts who | can reacloout t

Your assistance in this matter will be highly amseed.

Yours sincerely,
Everlyn Mutunga
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