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ABSTRACT

Strategy has its historical roots in military adtes from the early times of Chinese
general and strategist Sun Tzu, through to thé@itgbhilosopher, Niccolo Machiavelli.
Organizations initiate strategies to survive andi&e competitive advantage. Strategy
implementation is how a firm creates the organtrati arrangement that allows it to
pursue its strategy most effectively in order teate sustainable competitive advantage.
It is the manner an organization develops, utilizes&l amalgamates organizational
structure, control systems and culture to followatslgies that lead to competitive
advantage and better performance. The strategyemwitation process involves
application of management process to obtain deseedlts by designing organization
structure, allocation of resources, utilizing infation for quality decision-making and
effective management of human resources. This shatl two objectives namely to
establish the factors influencing strategy impletagon at Kenya Commercial Bank
Limited and secondly, to determine the influence safch factors on strategy
implementation at Kenya Commercial Bank Limited.eT¢tase study on KCB Group
found out that a number of factors that affecttsttg implementation such as leadership,
communication, resources, budgets, staff, systetng;ture and culture were very critical
for implementation by guiding and transforming #fered values to be aligned with the
strategic objectives. Top management is the clitgrading element in facilitating
strategy implementation at KCB Group. Leadershigkay to implementation success
since it is more heavily involved in strategy fodation and control processes.
Leadership is delegated to middle and lower levehagement to afford delegation and
ownership of the implementation process. The baakodrs top-down strategy
implementation and control so as to guide the impletation process in line with the
strategic objectives and the organization’s vahres vision.



CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

Organizations are in continual strategic realigniméa dynamic and turbulent
environments they operate in. A number of factoetednine the direction of
achievement of strategy implementation. AccordingWheelen and Hunger (2008).
“Strategy implementation is the sum total of théivattees and choices required for the
execution of a strategic plan. It is the processvhich objectives, strategies and policies
are put into action through the development of paots, budgets and procedures.”
Formulation of strategy by a firm's management isclallenging task but the
implementation and operationalization of the styatis even more challenging. Hrebniak
(2006) argued that strategy implementation is enfdable challenge and that politics and

resistance to change provide a major setback.

The study analyzed the paradigm of how strategyedristructure and the Resource
Based View of the firm theory pioneered by (Werkefe984) which states that, internal
resources within management control and their gondition are important in strategy
implementation. The researcher undertook a studtherfactors that influence strategy
implementation at Kenya Commercial Bank Limitedkienya. The study examined the
whole range of influences on the implementatiorcess, the challenges encountered and

tools for successful strategy implementation.

1.1.1 Concept of Strategy
Strategy has its historical roots in military attes from the early times of Sun Tzu, the

fathers of military strategy through to Machiavelliho reasoned that power conflict and

1



war are at the center stage of any strategy (Clegg)., 2011). Organizations initiate
strategies to survive and achieve competitive aidhegn (Otieno, 2012). According to

(Porter, 1996) organizations make strategic deassito differentiate themselves from
competition in ways that are long-term and sustdento the future. Strategy is the game
plan by management on how to position a firm incit®sen market place, competing
successfully, satisfying customer needs and aatgegood business performance with a
long-term focus (Thompson and Strickland, 2008he Environment in which a firm

operates is dynamic with frequent changes that efedtive strategies to stabilize them.

The implementation of any strategy is quite impairia achieving the desired goals.

1.1.2 Strategy Implementation Process

(David, 1997) posited after a firm survey analyiat 10 percent of strategies are
successfully implemented and 90 percent of welirldated strategies fail at the
implementation stage. According to (Charles ande@®ar2001), Strategy implementation
is how a firm creates the organizational arrangertiet allows it to pursue its strategy
most effectively in order to create sustainable jgetiive advantage. It is the manner in
which an organization develops, utilizes and amakgas organizational structure,
control systems and culture to follow strategiest tlead to competitive advantage and
better performancéMintzberg and Quinn, 1991).

According to Nyambane (2012) strategy implemenitapoocess involves application of
management process to obtain desired results bignieg organization structure,
allocation of resources, utilizing information fquality decision-making and effective

management of human resources.



1.1.3 Factors Influencing Strategy Implementation

According to (David, 1997) in retrospect, sometled factors behind effective strategy
implementation include fit between strategy andaaigational structure, allocation of
resources, organizational culture, leadership, comeoation, monitoring, evaluation,
rewards system and the nature of strategy itsélin fnanagement has to balance all
these factors in operationalizing a strategy. Agaaizational structure is necessary for
purposes of coordinating activities of employeed arotivating them to achieve quality,
innovation and skill and customer responsivenesscoiling to (Hill, 2001) an
organization structure controls the way people belend determines how they will act
in the organization. A number of scholars arguet thaganization design directly
correlates with bureaucratic costs, whereby a kighierarchical and integrated
organizational structure involving many managersoistly to maintain and erodes profits

while a good organizational design can give a fom-cost advantage.

The other aspect is motivating employees to enthii@estrategy to work which can’t be
achieved by the structure alone but by strategittrob mechanisms. Thus, strategic
control motivates and receives specific feedbaclpeniormance progress. According to
(Jones and Hill, 2001), strategic control is hownagers monitor work progress,
evaluate efficiency and effectiveness as well @sate corrective measures to improve
performance. Strategic control raises efficienaiele and optimizes resource allocation,
while consistent quality monitoring enhances cardirs quality improvement. Strategic
control raises firm innovation by empowering emgey to be creative and enhanced

reward system inspires high performance.



One increasingly influential model vital in effecti strategy implementation, is t
Balanced Scorecard Model thaas developed by Kaplan amébrton Organizational
culture is the shared norms and valuesthe companyand members that control th:
behavior and interactions. It functions as a typeamtrol which strategic managers ¢
use to shape the desired norms and values to ackét\goals. Organization culture i
product of strategic leadership and matchthe structure with culture will ensul

successful strategy implementat

1.1.4 Banking Industry in Kenya

The banking industry in Kenya is relatively moreveleped than most of its East Afri
neighbours and is amorige fastest growing sectors in the continent. Tdatas traces it
roots to early European trade on the East Africaast; chiefly Zazibar, in the later pa
of the nineteenth century. In 1887 Sir William Mawgton, with the endorsement of t
British Foreign Office, set up what later came ®HKnown as the Imperial British Ee
Africa Company (IBEAC). The formation of the IBEACaptued the attention of tr
National Bank of India, (NBI) which entered intoragment with the East Africe
representatives of the merchant company, Smith kbtasie & Company to act as
banking agent on the East African cc Interest in banking began to steadily swell at
coast —especially after Britain declared a protectorover Zanzibar in 1890. Thre
years later, National Bank of India set up offineZianzibar at No.10 Portuguese Str
In those formative yee, National Bank of India fortunes in East Africa wi
inexplicably linked to the fortunes of IBEAC, whictlespie the patronage of the Forei

Office, was an independent corporate entity conephath its own flag, currency, posta



stamps, private army and capital city consistingaofluster of a few corrugated iron

offices, warehouses and bungalows in Mombasa.

1.1.4.1 Banking Industry Crisis

In the 1980s and early 1990s, several countriegewreloped, developing and transition
economies experienced several banking crisis negua major overhaul of the banking

systems (IMF, 1998). In a similar manner, Kenyaegigmced banking challenges since
1986 culminating in major bank failures (37 faileahks as at 1998) following the crisis

of 1986, 1993-1994 and 1998. (Kithinji and WawezQ07; Ngugi 2001). Most of these

banks collapsed as a result of non-performing I@sommercial banks were exposed
to the risk of default from borrowers without pratieisk assessment and creation of

adequate provisions for bad and doubtful debtsighion the bank risks.

The industry is governed by the Companies ActBaeking Act and the Central Bank of
Kenya Act. Since 1995, Kenya’s banking industryrapes in a liberalized environment
without the restrictions of exchange controls. C#®iKmulates, controls, supervises and
implements monetary policy in the financial secldre Kenya Bankers Association is an
umbrella association that lobbies on behalf of laeking sector interest. As at May
2014, the sector had 43 banks, 1 mortgage finaoogany, 7 representative offices of
foreign banks, 9 micro-finance institutions, 97€ign exchange bureaus and 2 credit

reference bureaus according to CBK Monthly Econdreeiew., (May, 2014).



The sector has grown over the years to be amongntist profitable sectors and has
expanded to neighboring countries. Despite the tiroilw numbers a large population of

Kenyans remain unbanked.

1.1.4.2 Banking Sector Performance

Two of the four largest banks namely KCB Group &mtional Bank of Kenya are

partially government-owned and the other two areigm owned namely Barclays Bank
of Kenya and Standard Chartered Bank, while mosthef smaller banks are family
owned. One bank, Equity Group has grown tremengoorgr the last decade from a
Building Society to become the largest bank indbentry in terms of customer numbers.
Rapidly changing technology, customer demands amd; @f well-established global

players have made banks to frequently examine toapetitive strategies. Commercial
banks are evolving from traditional banking halbnsactions, savings and loans
institutions to untapped areas and partnerships large retail stores, international card
providers such as MasterCard, Visa, telecommumicatompanies and providers of

agency banking.

The banking sector balance sheet expanded by &5cémt from Kshs 2.5 trillion in May
2013 to Kshs 2.89 trillion in May 2014. The majeangoonents of the balance sheet on
the asset side were loans and advances, goverrseeutities and placements, which
accounted for 58.5 percent, 21lpercent and 5 pemfetdtal assets, respectively. The
banking sector gross loans and advances rose freins K.44 trillion in May 2013 to

Kshs 1.75 trillion in May 2014, which translatedagrowth of 21.6 percent. The growth



was attributed to increase in lending to househdldsle, manufacturing and real estate
sectors. Loans and advances net of provisions stoghs 1.73 trillion in May 2014, up
from Kshs 1.42 trillion registered in a similar e in 2013. A robust banking
environment is considered a key pillar for economiowth, wealth creation and the
ability of a country to engage in foreign trade attract Foreign Direct Investment

(FDI).

1.1.5 Kenya Commercial Bank Limited

Kenya Commercial Bank Limited was established iB6L&/hen its predecessor opened
its first outlet in Mombasa as National Bank of imdn 1958, Grindlays Bank merged
with National Bank of India and upon Kenya'’s Indegence the government acquired 60
percent shareholding and in 1970 it acquired 100gue shareholding. It was renamed
Kenya Commercial Bank and acquired Savings and L@&amya) Limited in 1972 to
offer mortgage finance. Kenya Commercial Bank s rgest bank in terms of asset
base and has the largest balance sheet in EasaARggion of Kshs 439 billion as at end

June 2014.

The banks vision is “to be the preferred finan@alutions provider in Africa with a

global reach.” The bank has operations in Kenyajzdmia, Uganda, South Sudan,
Burundi and Rwanda. KCB Annual Report and FinanStatements (2014) indicates that
KCB has over 235 outlets in the East Africa regiover 958 ATMs and over the years
the government has reduced its shareholding frodnpBdcent to 17.7 percent following

rights issues in the years 2004 and 2008. KCB pmdace was good until 2002, when



the bank recorded a Kshs 2 billion net loss andIyeallapsed but a change in top
management provided a turnaround strategy thatyfiput it back into profitability. The
bank provides its customers with a wide array afilkobag and financial solutions in
corporate banking, retail banking, trade financestgage finance, asset-based finance,

card facilities and agency banking.

The bank has pursued an expansion strategy iBdbeAfrica region as it adopts modern
technological innovations like mobile phone bankin@T convergence and modern
customer-driven banking experience in banking hétésgrowth has been enhanced by
the economic and political integration processhaf East African Community member
states. It endeavors to reach the unbanked popualatithe wider East Africa region in
line with its vision. KCB Group won the Best BankKenya at the Euromoney Awards
for Excellence 2014 and is rated the world's B4#&gest bank based on assets. Similarly,
KCB Group is ranked as thé®dest bank in Africa based on Return on Assethast
KCB Foundation arm, which focuses on financing ryegjects in five thematic areas
namely education, environment, health, humanitariatervention and enterprise

development.

1.2 Research Problem

Kenya Commercial Bank faces a lot of challenges ittdude stiff competition from 43
banks and rapid evolution of technology trends,r-et@nging customer needs and
preferences and wider external environment dynathetsare rapidly changing. All these

create an environment that warrants effective egfas and effective implementation to



survive and sustain banking competitive advantdde weakest link in the strategic
management process can easily be traced to thegstranplementation process among
many organizations. Unless Strategy is translatedneasures that employees can
understand, it becomes limited to accept its fumatiity. (Lynch, 2002; Morleyand

Hepplewhite, 2004) argue that the two key challengempanies face when building
strategic capabilities are how to create a tightb&tween strategic priorities of the
business and management education programs thapaaverful enough to change

behavior among employees.

Kenya Commercial Bank has initiated a raft of n¢nategies with an orientation towards
continued international expansion, capacity buddim ICT infrastructure, renewed
customer focus, partnerships and products, humagmtatamanagement, small and
medium-sized enterprises (SMEs) and corporate Isosiastment. However, KCB has
good products and services such as KCB M-Benkiafthge Banking and KCB Internet
Banking. Some of the products and services, weglyp@lanned and implemented or
rolled out while some experienced success in impfgation. In-order to achieve its
intended objectives, it needs to effectively impésinits chosen strategies to sustain its
competitive advantage and remain the biggest batike region. The study will examine
the execution of various past strategic program&®G group and discover the factors

and their influence that led to the programs swsEeand failures.



Previous studies have been done on challengespdémenting strategy by a number of
scholars such as Wambugu (2013). Strategic resp@utkspted by KCB to cope with the
competition in the banking industry; Upendo (201Rpesponse strategies adopted by
KCB to competitive environment, Kipng’eno (2011)hallenges of the implementation
of centralized credit process at KCB Otieno (201The role of Balanced Scorecard
Model as a strategic management tool at KCB Nj{&09), Strategic responses of KCB
to changes in the Kenyan banking industry Gake2i®§), strategic implementation at
KCB Muguru (2007). The role of executive developmem corporate strategy
implementation: A comparative study of KCB and NBKom the above studies, none
has dwelt on “Factors influencing strategy impletagon at Kenya Commercial Bank
Limited in Kenya” hence the researcher’s motivatiorundertake the study and uncover
new research insights. The study sought to andveequestion; what influences strategy

implementation at KCB?

1.3 Research Objectives
The objectives of the study were:
I. To establish the factors influencing strategy impmatation at Kenya
Commercial Bank Limited.
ii.  To determine the influence of such factors on stratimplementation at Kenya

Commercial Bank Limited.
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1.4 Value of the Study

The study is useful to the KCB management in undeding influential factors that
contribute to the development of strategy implemgomh. Some of the challenges
brought about by these factors and how the ovstategy implementation process can
be improved. The study uncovered some of the diffes, lower and middle-level
employees encounter during the implementation godkat management may not be
aware of. The study has immense value to schalanagovering new insights in strategy
management process and examining theory and pralitikages with regard to the
strategy implementation process. Investors in thekimg industry, policy makers and
other banking industry stakeholders find the studgful in their application areas and
assist in the development of policies that enhamfesctive strategy implementation

process.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter examines various literature by sclkplauthors and publications on the
concepts of strategy, strategy implementation @edature on factors that influence the
implementation process. The study was anchored thieaetical framework consisting

of various theories. Thompson and Martin (2010)indektrategy to be “means to an
end”. All organizations have a purpose articuldtgdhe vision and mission statements

and strategies are created and implemented in ipofghis purpose.

2.2 Theoretical Framework

According to (Hunger and Wheelen, 2003: p. 121atsgy implementation is the sum
total of the activities and choices required fag #xecution of a strategic plan. It is the
process by which strategies and policies are gotawction through the development of
programs, budgets and procedures. Normally befopeimentation, strategists consider
three important questions namely; who are the meaplo will carry out the strategic
plan? What must be done? How are they going tow&@cThe first question is how to
involve the entire organization even though marg ot involved in the formulation
stage. It is important to involve middle-level mgament in strategy formulation as well
as in implementation to achieve better organizaligrerformance. What must be done
involves developing programs, budgets and procadimethe strategy implementation
and achieve synergy among different units or depamts. According to Alfred Chandler
paradigm structure, strategic changes in corpositategy leads to changes in

organizational structure according to Hunger ance@én (2003).

12



Chandler’'s paradigm implies any particular strategy firm chooses whether
diversification, stabilization or retrenchment, Malffect the organizational structure by
either requiring additional functional rearrangemanthe organization or removal of
certain positions to enhance effective operati@aasibn that will achieve intended
objectives. According to David (2003) strategy iempkntation involves translating
strategic thought into strategic action. Manages @mployees of the firm must have the
understanding and commitment to implement the egiyat Constant and open

communication in a learning environment makes ithiesiation into action easier.

2.2.1 Resource Based View Theory (RBV)

Resource Based View Theory views resource as Jgnyfisant in differentiation of a
firms’ uniqgue advantages and competences. “RBV fisnoknown as the inside-out
approach which views the firm internal orientati@ther than external orientation as a
bundle of assets or resources inscribed in thenorgton culture, human resources and
intellectual property to provide long-term supen@rformance over competitors (Clegg,
et al. 2011, p. 84). He argues that for a resotwcleave a competitive advantage, it
should possess the following qualities referredddhe “VRIN model”, namely Valuable
(adds value by enhancing efficiency and effectigsheRare (rare and in high demand),

Imperfectly imitable (difficult to imitate) and Nesubstitutable (not readily substituted).

It can be argued that the value of a strategic ureso provides a multiplier effect,
contribution to a firm’s competitive advantage. Addveloped competences in
implementation (experienced human capital), unigue firm, can be easily replicated in

a new different strategy implementation progranths/same firm to fit the definition of

13



a strategic resource. The Resource-based View YJle@r the years has given forth to
what some scholars define as the Resource Advartagery (Chandler, et al., 1990).
The strategy implementation stage offers the litbess on how efficiently and effectively
the firm will utilize tangible and intangible resoes to take advantage of opportunities

in the market place and maintain a sustainable etitye advantage.

2.2.2 Mckinsey’s 7S Model

The McKinsey 7S Model is a management tool that eeasloped by Robert and Peters
(1984). The 7s model is an assessment and momtwol an organization can use with
significant relevance to strategy implementatioh.id a holistic framework that
continually analyses and improves the effectiveradsan organization, Tomas, Robert
and Julien (2011). The seven fundamental elememesred to as 7S of this framework
comprises of skills, structure, systems, strateipgred values, style and staff. These
elements can be categorized as the soft elemecisasuskills, staff, shared values and

style while the hard elements are strategy, stra@ad systems.

The framework is a vital tool in strategy implenegidn since a firm with the right skill
set and staff numbers, shared values aligned gyopéth the good structure, strategy
and operational or monitoring systems can operalios its’ implementation objectives
well. Thus a firm’s management looks to which degaefirm has these elements that it
can count on as internal strengths and plan farréustrategic changes. According to
(Arthur, et al.2010), lack of shared values andesys is a liability which makes a firm

vulnerably weak during strategy implementation. r8tdavalues are central to all the

14



elements, they represent the company’s cultureiorvisbeliefs that define the

organizations future orientation and what it stafafs The hard elements are easier to
change while the soft elements are much harderhtinge since they consist of
humanistic elements, corporate culture, valuesetsend competencies acquired over
time. All the elements are mutually reinforcing amdhange in one affects the functions

of the others.

2.3 Theories on Strategy Implementation
A number of factors that affect strategy implemaata include structure, strategy,
resource allocation, corporate culture, leaderslaipd communication and rewards

system.

2.3.1 Strategy Formulation

According to Hrebiniak (2006), “good execution cahaovercome the shortcomings of a
bad strategy or poor strategic planning effort."plyng that part of implementation
challenges that firms experience are due to poddsigned strategies by managers,
which sometimes, is a result of lack of inclusivity lower middle managers input.
Strategy formulation is key to the success of im@atation. A number of scholars such
as (Alexander, 1985) and (Alio, 2005) hold the camnnview that the kind of strategy
that is developed and how it is developed in threntdation process will influence the

effect of implementation.
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Table 2.1 Strategy Implementation Outcome

Strategy Formulation

Good Poor
< Good Success Roulette
g % (Gamble)
% é_ Poor Trouble Failure
E

As illustrated, success is only one out of fourgpmgities. Only a good strategy which is
also well implemented contributes to the succestheffirm. While implementation of
strategy is such an important activity, it is nasg Hence, many excellent strategies falil
when attempts to implement them are made. Strategguld be effectively

operationalized and institutionalized in the orgation for effective implementation.

2.3.2 Resource Allocation

According to (Okumus, 2003) resource allocationuees provision of time, financial,
human and knowledge resources vital for strateggl@mentation. (Sterling, 2003) notes
that chronic lack of resources, capital and capadiinders effective strategy
implementation. “Effectiveness of strategy impletagion is least in part affected by the
quality of people involved in the process” (Govirglan, 1989). “Quality in this case
refers to the skills, attitudes, experience, cdjieds and other characteristics of people

required for a specific task or position” (Peng aitteljohn, 2001).
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2.3.3 Leadership and Strategy Implementation

Hrebiniak and Snow (1982) found out that “interactiand participation by top
management typically leads to greater commitmenth® firm’s goals and strategies
which in turn leads to successful strategy impletaigon.” Cited in (Dess, et al.1986)
found that the level of effort an individual manageerts depends on the perception of
both his or her individual and organization abilagd capacity to perform in strategy
implementation and the individual's desired perfante outcome. If the managers feel
their self-interest will be compromised they can-dimect the strategy, delay
implementation timelines, reduce quality or sabet#ite effort. (Okumus, 2003) views
leadership as the support the CEO provides righthfinception to conclusion of the
strategy implementation process. The CEO shouldgraze achievement and success
among team members throughout the implementatiascegs. The influence of
leadership starts from the CEO and top level masaggose commitment levels are

read from their level of strategy implementatiomtjggoation.

Leaders who provide for autonomy and encourag&imvé from middle to lower level

managers create a conducive environment for tiraety quick decision-making. Heavy
bureaucratic decision-making normally slows dowre timplementation process.
According to (Kroon, 1995) leadership is the hurfestor that facilitates organizational
goals achievement through voluntary cooperation ramall people in the business.
(Chimhanzi, 2004) “suggests that cross-unit workelgtionships have a key role to play
in the successful implementation.” Top managembatilsl provide a supportive role by

enabling synergy among departments using differaplementation tactics including
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playing an interventionist role when necessary. deeship responsibilities are not
exclusive function of the CEO alone but cascadegdndine middle management levels to
lower level management. (Govindarajan, 1989) natiest individual managerial

characteristics such as functional background, mpee and industry familiarity, locus
of control and decision-making style play a keyerol strategy implementation process.
More importantly, lack of shared knowledge from to@anagement with lower level

managers and non-managerial lower-level employeeates a barrier to successful

strategy implementation (Noble, 1999).

2.3.4 Communication and Strategy Implementation

(Miniace and Falter, 1996) state that communicaisothhe key success factor in strategy
implementation. A comprehensive communication ptawital for the effective roll-out
of implementation programs. Communicating strateggans exchanging information
regarding a change in systems, processes and behavihe firm. Communication
should be open between top management and lowelslet the firm to inculcate trust,
sharing of knowledge and guide decision making @secin strategy implementation.
According to (Alexander, 1985) successful impleraoh and execution requires top
management to clearly communicate what a new gitatéecision is about to all
stakeholders and operational personnel. (Rapperiéaen, 1985) findings in a survey
suggest that organizations with open supportiverasanication environment tend to out-
perform organizations with restricted communicatienvironment (cited in Rapert,

Velliguete and Garretson, 2002). Communication asdtcted through both written,
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formal and informal means and pervades throughloaitdrganizational structure and

context of implementation programs.

2.3.5 Organizational Structure and Strategy Implematation

According to (Drazen and Howard, 1984) structuteategy fit or alignment is the

precursor for successful new business strategyemnghtation (Noble, 1999). Changes in
competitive environment require modifications ingamizational structure. Lack of

structural realignment might cause a firm to laghibd and be competitively

disadvantaged. Differentiation, customer centricirorovation strategies might require
decentralized structures that facilitate easy metion flow for frequent decision-making
process while low cost strategies or standardizedswn oriented strategies require

more centralized structures.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction
This chapter outlines the particular type of metilogy used in the study research

process. Areas highlighted include research dediaa, collection and analysis.

3.2 Research Design

The study was a case study of Kenya Commercial Ramited, a single unit of study
out of the 43 banks in the Kenya’s banking indusiitye form of the research design
correspond to the case study method requiremerdiwdliows for in-depth study of the
subject matter unlike the survey method. It waslitaiave in nature and used primary
data to a large extent facilitated by face-to-fenterviews. Secondary data was also used
from publications, online sources and relevantdiigre. The case study approach is quite
ideal since it involves careful holistic in-depthvestigation. Feagin, Orum and Sjoberg
(1991) and (Cooper and Schindler, 1998) emphasiae dersonal interview is of great

value when in-depth and detailed information isurssg.

3.3 Data Collection

Data collection was facilitated by interview methmqahlitative in nature. Qualitative was
relevant to the nature of the study since the rebea attempted to explore various
themes that emerged from discussions, a factorthieatjuestionnaire method does not
achieve easily. (Bryman, 1992) asserts that quiaitapproach allows for a wider range
of issue to be examined unlike the quantitative rapgh. The researcher used a

combination of open-ended unstructured and semctstred interview questions. The
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researcher favoured interview method which requimgé personal contact, flexibility
and control of confidentiality. (Saunders, et al2Dargues that one-on-one interviews
tend to achieve high response rates accordingsiareh findings. Prior appointments
had to be planned for and secured in line withréspondents convenient schedules. The
respondents were drawn from top, middle and loweels. They included the CEO,
Chief Operating Officer, directors, departmentadd® line supervisors, bank tellers and

junior staff.

3.4 Data Analysis

The analysis of collected qualitative data was yae using conceptual content analysis
method. Content analysis as defined by (NachmidsNathmias, 1996) is a systematic
and objective technique that identifies messagesti@mds with specific characteristics
for making inferences that explain the study fimgginThe main purpose of content
analysis is to study existing information that Isekpxplain the factors relating to a

specific phenomenon (Mugenda, 2003).
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CHAPTER FOUR: DATA ANALYSIS, RESULTS AND DISCUSSION S

4.1 Introduction

This chapter presents data analysis findings gatheérom interviews with the
respondents. The face-to-face interview method wsesl for data collection using the
interview guide attached in the appendix. The da#s analyzed using the content
analysis technique where the researcher preserstiedus themes to respondents and
summarized their responses about the factors tiflaence strategy implementation at
KCB Group and how they influence strategy impleragah. This chapter also interprets
and discusses the findings in relation to the stlajgctives. The researcher managed to
interview respondents drawn from the top, middld kxwer-level cadre of organization

hierarchy.

4.2 Background Information

Strategy implementation involves all levels of theganization’s structure and the
interview guide gathered various employees’ expers at different organization levels
at KCB Group on past strategy implementation pnogréhey have participated in. The
respondents interviewed included the Chief Exeeu@ificer, Chief Operating Officer,
Head of Strategy, Human Resources Manager, He@ompiorate and Regulatory Affairs,
Internal Communication Officer, Marketing ManagBank Teller and Office Messenger
and Driver. Majority of the respondents intervieweave worked between three to 10
years with the KCB Group. The years the respondeswe worked as indicated in table
4.1 is sufficient time to have been adequately Ivew and experienced in either the

success or failures of strategy implementation.
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Table 4.1 Respondents’ Positions and Years of Secel

Position Years of Service
Chief Executive Officer 3

Chief Operating Officer 4

Head of Strategy 7

Head of Corporate and Regulatory Affairs 10

Human Resources Manager 5

Marketing Manager 4

Bank Teller 6
Driver/Messenger 10

Source: Survey Data (2014)

4.3 Factors and their Influence on Strategy Implemeatation

According to the respondents interviewed, the prifaetors that influence strategy
implementation at KCB Group include resource alfiiora and budget capabilities,
employee motivation, culture; internal and exterrammunication; leadership,
organizational structure, training, staff goodvaifid strategy formulation. These factors
were common among responses from different respsdéhe study sought to find out,
first, the factors that influence strategy implema¢ion and secondly, determine their
influence on strategy implementation. The studyntbout from interviewees’ responses
that leadership plays a critical role in strategplementation. The respondents indicated
that KCB top management is actively involved inattgy formulation and
implementation. New strategies must be approvetbpyand middle management levels.
The CEO, chief officers and directors play a supperrole during the implementation

stage.
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4.3.1 Leadership
Strategy choice usually follows a top-down approadhereby senior management

decides on the strategy the organization will parand decisions are relayed to the
bottom level organization tiers for implementatidhey further adduced that meetings to
discuss the implementation process are attendecdbdily senior and middle-level
managers to ensure that any challenges and thiteattsvould impact negatively on
successes are identified and addressed immedidglychallenges associated with
leadership, they concurred that structural botdeks include long reporting and
approval procedures within the organizational $tmec which normally interfere with
meeting implementation budget and timelines. Theosé challenge experienced by
middle to lower-level employees, according to therviewees, is lack of commitment
by top leadership in bearing shared responsibitityimplementation failures. The top
management is quick to take glory and ownershiprfigrlementation successes but not
responsibility for failure. The study also foundtdhat lower-level employees are not
adequately empowered by top management to undectakective actions without top

management approval.

4.3.2 Internal and External Communication

The respondents were interviewed on the influeoteeffective communication in
strategy implementation and they indicated fromrthesponses that communication is
vital for successful strategy implementation. Thedg found out that interdepartmental
communication is facilitated by accessible worktistes in the headquarters where
employees work in the same premises and can eagilgr walk in to fellow employees’

work stations. The respondents indicated that mprdcommunication is encouraged by
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the Group CEO who emphasizes that his office isnope new great ideas.
Communication to external publics who include costos is via banking hall videos,
brochures, publications, print and electronic atisements among other forms of
communication such as Website, Facebook, blogstetwkouTube and WhatsApp. The
respondents further indicated that internal comigations is in a variety of forms such

as memos from the CEO to all employees, emailgnet and departmental meetings.

The bank has KCB Social Time where all staff gatitean event every three months to
be addressed by the CEO and other chief officerhe take soft drinks and interact
without any social or career borders. Accordinghte respondents, additional forms of
communication include a staff newsletter, the KC&8€ade. However, the interviewees
indicated that there are other challenges in aaigetimely communication from the
communications department to all branches and gmoyiindividual attention to all
5,300-plus employees throughout the 236 branchethanEast African region. They
revealed that a number of branches are locate@nmote locations in the wider East

Africa region where telecommunication or ICT intrasture is underdeveloped.

4.3.3 Strategy Formulation

The respondents were interviewed on strategy fatimr and its role and influence on
implementation. Strategy formulation requires prapgernal and external environmental
scanning, assessment, planning and coming up wigboa strategy fit with intended
objectives. The study findings revealed that a nermtf differentiation strategies to

launch products such as M-Benki, Advantage Bankimgternet Banking and

25



Biashar@Smart were not very well implemented astiperstrategic objectives due to
challenges at the strategy formulation phase. Téetioned strategic initiatives were not
adequately researched on and relevant stakehatdérproperly engaged to provide a
formidable strategy formulation process. Accordioghe respondents, the East African
Market regulatory regime for opening accounts \hanes was not conducive and many
banks were targeting the unbanked low-income gwhien Advantage Banking, for the
high-end market was officially launched. The new B<@Group products were not
uniquely differentiated from similar competitor pect offerings according to the
interview responses and the interviewees indictitedbank was a follower and not a first
entrant to the market in introducing the produétence they further adduced that the
strategic objective of meeting the consumer needs wnot effectively realized and
secondly, the implementation phase encounteredersgdic hitches. The interview
responses collected indicate that good strategyndtation has a huge impact on

implementation success.

4.3.4 Resource Allocation and Budget Capabilities

The respondents were also interviewed on systefluente on strategy implementation
and they indicated that properly functioning syderfacilitate easy strategy
implementation. The study found out that KCB hasdytechnology, financial, human
resource, administrative and marketing systems. §thdy found out from interview

responses that some strategies have not been slutlgeisnplemented such as M-Benki
and Internet Banking. This is because their laumah followed by system failures which

brought a lot of customer complaints and less feati®n. The respondents indicated that
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electronic Queue Management System (eQMS) modeleniestomers are conveniently
served through the use of tickets in the sequencehich they arrive has been well
implemented. The model has been pioneered by KGBaafew banks in the Kenyan
market as a differentiation strategy. The model fmhieved a good strategy

implementation success facilitated by well-estdigcs modern technology systems.

4.3.5 Organization Culture

The study also found out from the interview resgsnghat shared values and
organizational culture had a strong influence omatsgy implementation. The

interviewees indicated that bureaucratic culturkerited from past years where the
Government was the dominant shareholder still pexsiThey concurred that long

approval processes associated with bureaucratiareuteduced the speed of strategy
implementation. According to the respondents, tee rculture of open consultative

employee interaction that is being promoted by meanagement and team building
initiatives that are shaping up shared values laapesitive influence on the success of

strategy implementation.

4.3.6 Organization Structure

The interviewees were requested to respond to whetiganization structure influenced
strategy implementation and the study found out ti@ respondents viewed the
organization structure as critical in impeding acifitating the pace of implementation.
The interviewees concurred that the transformagioategy which was initiated in 2010

and spearheaded by business consultants Mckingggngpany to transform KCB from a
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Good Bank to a Great Bank whereby there was rdsating and transformation of
employee roles and reduction of the bank’s hiegasthucture arrangement has made the
organization leaner and responsive. The key agemdao review the business model as
well as operating structures and processes withea wf recommending practical
solutions that will make the bank more efficiendgmoductive while moving it to the
next level. It also reviewed the bank’s corporat®l governance structures, business
model, jobs roles and people placement, risk manage and mitigation mechanisms,
employee performance management and reward frarkewas well as the its IT
infrastructure and subsidiary businesses. Theoretgnts indicated that changes in top
management structure and organization-wide jobstoemmation have contributed to

easier implementation of strategies by the KCB @rou

4.3.7 Employee Motivation

On the contribution and role of resource advantagfe&KCB Group to influencing
strategy implementation with regard to resourcecaliion, the respondents indicated that
staff skills, KCB Group reputable brand name anajlbistory of 118 years, its big asset
size, branch network in Kenya and financial resesirbave been critical to meet the
resource requirements during strategy implememtatiche study found out that the
group has diversified to banc-assurance and inwdtianking management and has
trained and recruited staff with requisite skillsr fimplementing the diversification
strategy programs. The respondents indicatedfitieicial resource advantage has been
pivotal for international expansion and financingpacity contributing to effective

resource support during strategy implementation.
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4.4 Discussions of Findings

The first objective of the study was to find out tifiactors that influence strategy
implementation and the respondents identified leskide as one of the critical factor
among a host of other factors that have influerstesitegy implementation at KCB. The
type of leadership from the respondents interviewsticates that top management
pursues a top-down approach in strategy formulatind implementation. The CEO,
chief officers and directors play a supportive rdlging the implementation stage. They
attend meetings to discuss implementation to enthat any factors that could bring
challenges and successes are identified earlyintbeview response findings agree with
Okumus (2003) who posited that the influence ofiégahip starts from the CEO and top-
level managers whose commitment levels are readh ftbeir level of strategy

implementation participation. The respondents coecu that top leadership has
interactions with lower level employees where th&QC and chief officers have

interactive meetings and social events.

4.4.1 Top-down Approach

This agree with literature by Hrebiniak and Sno®82) who stated that “interaction and
participation by top management typically leadsgteater commitment to the firm’s
goals and strategies which in turn leads to subdessategy implementation.” The other
factor influencing strategy implementation from tsieidy findings is communication.
The respondents interviewed indicated that comnatioic is top-down when it comes to
strategy implementation and the CEO has encouraggeh communication and

employee interaction during KCB Social Time. KCBsHacilitated communication in
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various forms through technological medium suchviggeos to customers and social
media both to employees and publics. Communicascan on-going process that aids
implementation by employees and informs while etlngathe publics and other

stakeholders of KCB programs under implementation.

According to respondents, ease of flow of informatboth top-down and the feedback
delivery upwards hastens the pace of implementafibrs is in line with Miniace and
Falter (1976) who asserted that communication shbalopen between top management
and lower levels of the firm to inculcate trustashg of knowledge and guide decision-
making process in strategy implementation. Theysfundlings found out from interview
responses that the other factors that influencategty implementation at KCB were
resource advantage in resource allocation whetebydputable brand, staff skills, asset

size and financial resource provided the impetuagilitating strategy implementation.

The interviewees concurred that budgets constedt allocation priorities influenced
the success of implementation. Senior managemerkie nlae budgetary allocation
decisions with input from middle management. Acaogdo (Sterling, 2003) notes that
chronic lack of resources, capital and capacityléis effective strategy implementation.
Govindarajan (1989) and Peng and Litteljohn (20@ither assert quality of resources
affects implementation, quality implying skills,tiatides, experience, capabilities and

other characteristics of people required for a ifjegask or position.
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4.4.2 Shared Values
Other factors according to the respondents inclusteded values and culture, systems

and organization structure. According to the resigoits shared values have benefited
implementation process while bureaucratic cultuae slowed implementation speed of
past strategy programs. The organization has undergiassive restructuring to change
past culture by aligning structure to present sg@s. The innovative strategies
implementation has relied on well-established tebtgical systems at KCB Group.
According to the study findings the top managentea reorganized the organization
structure to transform the organization culture arake it more customer-centric due to
intense competition in the banking industry. Thiedings support the view by Nobble
(1989) that “changes in competitive environmenunegmodifications in organizational
structure. Lack of structural realignment might smwa firm to lag behind and be
competitively disadvantaged”. According to (Arthet, al. 2010), lack of shared values

and systems is a liability which makes a firm weaking strategy implementation.
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter will present the summary of findingenclusions and recommendations
from the analysis of data in the previous chapibe study findings were based on the
research study objectives which were to establlsh factors influencing strategy
implementation at KCB and secondly, determine tha&fluence on strategy

implementation.

5.2 Summary

The research study was a case study on KCB Grodiph@ndata collection was through
an interview guide and the respondents were dramm the all levels of the organization
structure. The study findings revealed that a numbgk factors affect strategy
implementation at KCB Group and these include lestdp, communication, resources,

budgets, employees, systems, structure and culture.

The study findings found out that leadership igical for implementation by guiding,
being involved and transforming the shared valuese aligned with the strategic
objectives. According to the findings, KCB Groupdership has undergone successive
leadership transformation. The top leadership sdppetrategy implementation by

holding interactive meetings with lower-level emyes. The study reveals that
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leadership is needed in taking responsibility foplementation failures and removal of

bureaucratic approvals processes to facilitatefastcision making.

The study also revealed that communication is caiitifor implementation success.

According to the study findings, open communicatiath internal to the employees and
external to the publics and customers facilitagesean knowledge sharing and guidance
in strategy implementation. KCB Group strives tonoounicate to employees and publics
through various mediums and forms to all its brascéven in remote locations about its
strategy implementation programs. The study redetiie employees have undergone job
transformation, re-structuring and change in shaeddes so as to be competitive in the

market.

The dynamic market place has forced organizatistraktture changes to keep up with
changing innovations and customer needs. The dtadiyngs reveal that recent strategy
implementation successes have been enhanced hydrganizational structure changes
that seeks to position the bank in line with itsien to be the preferred financial solutions
provider in Africa with a global reach. The studydings reveal that strategy formulation
needs inclusivity of lower-level employees inputdagood planning that affords

implementation timelines be met. According to thespondents, KCB has heavily
invested in Information Technology systems andning programs which have paid

dividends to customer service experience and malpittication differentiation strategies

Success.
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5.3 Conclusions

From the study findings, research concludes thatmanagement is the critical guiding
element in facilitating strategy implementation KXCB Group. Leadership is key to
implementation success since it is more heavilylved in strategy formulation and
control processes. Leadership is delegated to midddd lower level management to
afford delegation and ownership of the implemeataprocess. From the study findings,
KCB Group top management favours top-down strategpfementation control so as to
guide the implementation process in line with theeategic objectives and the
organizations values and vision. However, the @it lengthy approvals should be
freed up structurally by top management to allowtda decision making, trust and
delegation. KCB Group is undergoing on-going transfation process “from a Good

Bank to a Great Bank” which will guide the strategyplementation process.

The other factors according to the study findingsljcate that organization’s systems
have facilitated strategy implementation by enhage customer centric approach which
has put customer convenience paramount in mobilekibbg, electronic Queue
Management System (eQMS) and improving customeerexpce at banking halls.
According to the findings other strategic implenadian programs are influenced by
employee skills, organization structure, resourtesigets and planned timelines. The
study findings reveal that KCB Group has investe@ontinuous training of its staff to
enhance their skill set in meeting changing custodwmands and also recruit top

managers who are highly qualified and experiencBie respondents agreed that
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allocation of resources greatly influences impletagon budgets and top management

should consider input from lower level employees.

5.4 Recommendations of the Study

The following recommendations are given to bothigyomakers and researchers. The
factors that influence strategy implementation @B<Group include resource allocation
and budget capabilities, employee motivation, caltuinternal and external
communication; leadership, organizational structtreening, staff goodwill and strategy
formulation. Leadership plays a critical role imas¢égy implementation. The KCB top
management is actively involved in strategy forrtiala and implementation. New
strategies must be approved by top and middle nesment levels. The study therefore
recommends that strategy formulation needs indliysof lower-level employees input
and good planning that affords implementation times to be met. The heavy investment
in Information Technology systems and training paogs which have paid dividends to
customer service experience and mobile applicatifierentiation strategies success

should be referred to ensure higher success rdkee aftrategy implementation process.

5.4.1 Implications of the Study on Theory

Various studies have been done on factors influgnstrategy implementation and the
study findings concur with McKinsey 7s model deysld by Robert and Peters (1984)
where skills, structure, systems, strategy, shaatuaes, style and staff play an influential
role in strategy implementation. The framework igtal tool in strategy implementation

since a firm with the right skill set, right stafimbers, shared values aligned properly
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with the right structure, strategy and operatia@rahonitoring systems can operationalize
its implementation objectives very well. Howevére study findings reveal that as much
as each element equally counts, the right leadenrshich is not emphasized much by
this model is critical in delivering the right ersmment where these factors can

effectively enhance strategy implementation.

5.4.2 Implications on Policy and Practice

The KCB Group can apply the study findings in siteening strategy implementation
weaknesses evident in some of its past strategylemegnmtation programs. The

management needs to ensure inclusivity of all $takiers including middle and lower-

level employees when designing the strategy fortimdastage which is useful for

effective implementation. Bureaucratic and long rappls procedures need further
transformation of structures and decision-makingnbance speedy implementation to
meet timelines. Adequate environmental scanningketaesearch and pilot tests can
prevent strategy implementation system hitches esdction by customers during

implementation phase. KCB Group needs to accoatiesfy and innovation a higher level
in the organization’s structure pecking order, t@eginnovation and strategy prime

importance and prominence in order to be an innonstleader rather than a follower in

Kenya’s banking industry.

The banking industry in Kenya can utilize the fimgs to implement effective strategy
implementation practices by creating an enablingrirenment. Policy makers,

government agencies, Capital Markets Authority @edtral Bank of Kenya can come up
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with policies that favourably guide research, ragoh, training of personnel and
financial technology use by commercial banks to amck effective strategy

implementation.

5.5 Study Limitations

The study findings are limited to one bank outhd 43 licensed in the Kenya’s banking
industry, leaving out many banks who employ différepractices in strategy
implementation. A survey could have uncovered aewarof strategy implementation

practices by various commercial banks licensedeny4.

There was limitation of time to interview many tapd middle level managers and some
of the respondents’ responses were cautious iraliegeor disclosing more information
much due to the fear of bank’s information confiaity clause. The limitation of
finances and time limited the researcher from dogeother branches which are over 175
spread out across all the 47 counties in the cpurithe study is only limited to Kenya
although KCB Group is a regional bank with a presem Kenya, Uganda, Tanzania,

South Sudan, Rwanda and Burundi which could haee bensidered in the study.

5.6 Suggestions for Further Research
Further research can be carried out to examingegiramplementation practices carried
out by other banks in the industry. There is anoofymity for further research into KCB

Group’s control and evaluation of strategy impletagon which this research never
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covered. Research on strategy implementation berotimancial institutions can be

undertaken for purposes of benchmarking.

The bank should invest in research and developmepartment so that it can use the
best global banking practices and develop prodamts services that are tailor-made to
each market it operates. This will in effect makedo be the pioneer and leader in
unveiling innovative products, services and unigo#uitions in these markets where it

operates.
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APPENDICES

Appendix I: Letter of Introduction

University of Nairobi,
School of Business,
P.O. Box 30197,
Nairobi.

Dear Sir/Madam,

REF: REQUEST TO CARRY OUT ACADEMIC RESEARCH IN YOUR
ORGANISATION

This letter is to introduce Francis Ochieng Ongangho is a post graduate student at the

University of Nairobi pursuing a degree of MastdérBusiness Administration. As a
fulfillment of the degree programme, I’'m working arResearch Project Proposal where
| intend to carry out a case study of KCB on “Feastanfluencing strategy
implementation at the Kenya Commercial Bank in KehyCB is the largest bank in
the region in terms of asset base and branch netwsoprofitable and has a very rich
history spanning over 118 years.

| intend to use primary data, conduct face-to-faterviews as well as employ drop-and-
pick questionnaire method to reach out to the KOBuUp Chief Business Officer and
Managing Director (Kenya); Head of Strategy, arehéi of Corporate and Regulatory
Affairs; a community champion and a teller. Thigonmation is purely for academic
purpose and will be treated with utmost confiddityial will produce my student card,
which carries a photograph as proof of identity.

Any enquiries you may have concerning this projettould be directed to

ochiengf@gmail.com

Your assistance and co-operation will be highlyrapgted.
Yours sincerely,

Francis Ochieng Ongong’a



Appendix II: Interview Guide

SECTION A: General Information

1. Gender:Male..........covveiiiiiinnnn Female ...
WRAL IS YOUI A0E ... vviie et e e e e et e e e e e e e e eeaeeneas
Which is your department ...........c.oovie i e
What is your highest academic qualification ................ccocemeeieieann ...
How long have you worked at KCB Group.......cc.coviiiiiiiiiii i e

o a0k w DN

What position/positions have you held.................ooooii e,

SECTION B: Strategy Implementation
1. Have you been involved in any strategy implemeaotagirocess at KCB?

2. To what extent does management facilitate suppagthamisms during

strategy implementation process?

3. What major influences can you describe play a rahe strategy

implementation processes that you have been ingoh2z



4. To what extent did the particular influencing fastadetermine the success or

failure of a strategy implementation program youeniaevolved in?

5. In terms of priorities how would you rank them? tfwiL being the best that

determines success and 5 being the worst thatndietes failure)
S I S 2, 1.

6. What have been the most successful strategy impitien programs that

you have been involved in and what was the reasothéir success?

7. Which are the highest achievements or succes®stofiyour organization?

8. How would you describe the relationship betweenaog lower management

levels? How would you rate the relationship witdepartments?



9. What have been the notable changes within yourrttapats that have been

necessitated by various strategies?

10.How would you describe the communication level guyrganization, open
or restricted and to what extent is it interdeparital or vertically top-down

communication?

11. Are there training programs before any strategsn@emented?

If Yes, please provide detailS ..........ccceveiiiiiiiie i

12.How would you describe reward system in relationstwcessful program

implementation in your organization?

Thank You



Appendix IlI: List of Licensed Commercial Banks in Kenya

ABC Bank (Kenya)

Bank of Africa

Bank of Baroda

Bank of India

Barclays Bank Kenya

CfC Stanbic Holdings
Chase Bank Kenya

Citibank

. Commercial Bank of Africa
10.Consolidated Bank of Kenya
11.Cooperative Bank of Kenya
12.Credit Bank
13.Development Bank of Kenya
14.Diamond Trust Bank

15. Dubai Bank Kenya
16.Ecobank Kenya
17.Equatorial Commercial Bank
18. Equity Bank

19. Family Bank

20.Fidelity Commercial Bank Limited
21.First Community Bank
22.Giro Commercial Bank
23.Guaranty Trust Bank Kenya
24.Guardian Bank

25. Gulf African Bank

26.Habib Bank

27.Habib Bank AG Zurich
28.Housing Finance Company of Kenya
29.1&M Bank

30.Imperial Bank Kenya
31.Jamii Bora Bank

32.Kenya Commercial Bank
33.K-Rep Bank

34.Middle East Bank Kenya

35. National Bank of Kenya
36.NIC Bank

37.Oriental Commercial Bank
38.Paramount Universal Bank
39.Prime Bank (Kenya)

40. Standard Chartered Kenya
41.Trans National Bank Kenya
42.United Bank for Africa

CoNoOrWNE



43.Victoria Commercial Bank
Representative offices of foreign banks

HDFC Bank
Nedbank

FirstRand Bank
Bank of China

JP Morgan Chase
Bank of Kigali
Central Bank of India

NookrwhpE

Source: Central Bank of Kenya
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