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ABSTRACT

The rapidly changing business environment has doted a number of challenges
that organizations have to deal with to remain ceiitige. It has become increasingly
crucial for businesses to make decisions not oa$tefr, but smarter especially for
businesses that operate in a highly dynamic mavkbtchanging client demands and
fierce competition. This study was guided by fobjeatives including; to find out the
various Bl technologies employed by commercial Isaakd how they are utilized, to
examine the personnel capacity to use Bl, to inyat# whether application of Bl
systems improve a bank’s competitiveness, and e the various challenges
faced by the management in implementation of Bkesys. This study adopted a
cross section survey design which aimed at findinggthe prevalence of an issue by
taking a snap-shot of the population at the timstoély. The population of interest in
this study consisted of all 44 commercial banksrajreg in Kenya. The sample size
included the same number in the population, spedifi comprising of ICT
managers, Operations managers, Bl heads and Bs.uUser the commercial banks
sampled, the study concluded that through the egjdin and utilization of the BI
systems; strategies for product diversification,oduct development, market
development and market penetration are effectivacimeving competitiveness are
highly effective, the level of product innovatioashgone up, the level of customer
satisfaction, customer loyalty and retention in thenks has improved, banks are
experiencing growth in size, increase in sales@odt as well as increase in market
share as compared to other banks. This study reeosrthat the management of the
respective banks to strategize and embark on dgpawgilding so as to enable the
staff be able to use some of the Bl technologiey tre not aware of, and that the
management seek strategies towards mitigatingdhreasy challenges related to use
of the BI system in their banks. In this case, til@nagement needs to establish the
risks at once and thereafter establish the righht@yactions towards each of them.
This way, the competitiveness in the banking seateach of the banks too will be
realized. Risk management enables bank to monitakr @ontrol the sizes and
concentrations of risks resulting from its actestisuch as lending money to their
customers.



CHAPTER ONE

INTRODUCTION

1.1 Background

The rapidly changing business environment has doted a number of challenges
that organizations have to deal with to remain cefitige. It has become increasingly
crucial for businesses to make decisions not oastef, but smarter especially for
businesses that operate in a highly dynamic mavkbtchanging client demands and
fierce competition (Bogdan & Emina, 2011). The &aye comes in where
information for making decisions is either not detied accurately and effectively to
the intended person in the right format and im@ety manner or it is ambiguous and

often not enough to base a decision on.

Business Intelligence (BI) systems improve the liness and quality of information

by using analytical tools to combine operational arstorical data to present valuable
and competitive information to business plannerd decision makers (Khan &

Quadri, 2012). Modern organizations implement Bg&in a sustainable competitive
advantage and some regard such intelligence akiabla core competence (O'Brien
& Kok, 2006). According to Olszak and Ziemba (2Q0Banks are among the wide
group of users of Bl who can greatly benefit franFurthermore, banks are known to
be among the leaders in the area of adopting nelmtdogies which is why they are

the fertile soil for implementing such a complekastructure.



Implementing Bl tools will enable banks to undemstdheir business better, manage
risk and compliance, improve performance, exparartmarkets, increase their
understanding of their customers, analyze chanmefit@bility, devise product
strategy, achieve operational excellence, and al@legain visibility into their
profitability (icreate, 2014). It is also importaior banks to respond to issues such as
process automation, increased client expectatiaggressive competition, mergers
and acquisitions, new product development, markgmentation among others as
well as manage their risks. Banks have to harmahigie operations with the national
and international policies regulating the bankindustry. By providing a detailed
view of a company's performance, Bl allows comparte spot trends and other

behaviour that may fall foul of compliance reguas (IBM, 2014).

Despite the benefits, there are several techriicahan and business issues inherent to
Bl implementation. From a business perspectives & challenge to determine what
data should be available to whom and what levek Train challenge is that the
organization might resist the change of as incadog a Bl culture, processes and
technologies needed to implement Bl such. Mugd, €2812) reported that high cost
in adoption of the technology, lack of adequatetilled personnel and failure to
prioritize on the technology are some of the cimgiess a bank can face during
implementation of Bl. Generally, the main challengee lack the necessary skills to

use Bl tools, high cost of deploying Bl tools amnplexity of Bl tools.



The core purpose of this research was to studyaamadyse how Bl Systems are
integrated in banks to drive decision making afedént levels of management. It
sought to understand how Bl impacts on the conipetiess of a bank and the

challenges they face in implementing and derivialy& from these systems.

1.1.1 Business Intelligence

Bl can be defined as an umbrella term to descrimeepts and methods to improve
business decision making by using fact-based stippgstems (Power, 2007).
Herschel et al, (2005) described it as a set dfitelogies that gather and analyse data
to improve decision making. Generally, these are tharious technologies,
methodologies, applications and tools that orgdiora use to collect analyse and

interpret data.

Bl aims at optimizing an organization’s ability tarn high volumes of data into
actionable insights that can ultimately drive decismaking hence facilitating
managerial work (Negash, 2004). It allows expeastgdther and analyse information
from disparate sources across various lines ofnlegses. This integration of data
across the enterprise provides the end users wittifizd version of information used
for the purpose of self-service reporting and nwmnig of business activities. BI
incorporates data-driven visualization tools thahsform the way a user absorbs and
understands the information at hand, thereby exipgdiheir time to value insights,

and enabling them to make better business decifiRtergan, 2009).



1.1.2 Competitiveness

For a company, competitiveness is the ability tovjgte products and services more
effectively and efficiently than the relevant corifmes (Blunk, 2006). Michael Porter
is recognized as the leading authority on competitess and competitive strategies in
various sectors of business and economy. In hik bGompetitive Advantage’,
Porter (1985) states that cost minimization, présldifferentiation and market focus

are exclusive functions of competitive advantage.

Strategic competitiveness is achieved when a firmcassfully formulates and
implements a value-creating strategy where stratagybe described as an integrated
and coordinated set of commitments and actions gdedi to exploit core
competencies and gain a competitive advantage @dital, 2011). Competitive
Advantage describes the attributes that organizatiave that allow them to perform
better than their competitors in the industry. Arfibuilds competitive advantage
when it creates or develops attributes or resouticat enable it to outperform its
competitors (Bernard & Koerte, 2007). It should lempent a strategy that
competitors are unable to duplicate or find tootlgo imitate. When choosing a
strategy, firms make choices among competing atenes as the pathway for

deciding how they will pursue strategic competitiges (Hitt et al, 2011)

Hitt et al. (2011) argue that technology is sigafitly altering the nature of
competition and contributing to the unstable comtipet environment. It is notable
that the rate of technology diffusion, (speed aticiwhnew technology become
available and are used) has increased substaniallyer (2012) states that a firm can

gain an advantage from having better informatiahm®logy and better information



resources. In some situations, making better, faatel more effective decisions can
actually create "decision superiority” (Power , 2D1 According to (Porter, 1998),
technology intelligence has a significant influersethe ability to innovate and is a
major source of competitive advantage. Barney (198dsents a resource-based view
of firms which argues that a sustainable competitadvantage is achieved by
developing existing resources and creating newuress and capabilities in response

to changing market conditions.

1.1.3 Banking Industry in Kenya

According to the financial report of the year 20ft® banking sector is comprised is
43 commercial banks, 1 mortgage finance company.oDine 43 commercial banks,

30 are locally owned and 13 are foreign ownedtidise are regulated by the Central
Bank of Kenya. Despite the country facing poor ecoit performance and being a
victim of the global financial crisis in 2008, thanking sector has maintained a solid
growth path and remained largely profitable. Thepscand scale of bank operations
has widened nationally and regionally with 11 Kemylaanks having subsidiary

branches operating across East Africa. This grasvixpected to remain stable in the

future.

Bl systems have been largely adopted to meet ted far faster reporting of data
flow among Kenyan banks (TechnologyBanker, 2012)tidshal Bank of Kenya for
instance, has implemented Misys BIl, which enables bank to adapt to the
customers changing demands and respond quickly rimgibg new products to
market much more rapidly, adapt to local managemedtregulatory changes, and

meet any future technology changes (PRNewswirel2@hase Bank has partnered



with Naivas Stores by giving their customers loyatards that double as prepaid
cards. Bl will help them analyse customer behavimul make future decisions on
managing our client’s financial base and theirslij#e. African Banking Corporation
(ABC) has also implemented a Bl system under thEXXLUBE Universal Banking
Solution. Imperial bank also uses Oracle FinanSevices Software solution which
helps them obtain complete view of its customehngjrtproduct relationships and
transaction behaviour to drive loyalty, customeiséaction and targeted campaigns
for customers and prospects (Oracle, 2010). Anditesolution is the Microsoft Bl
solution which has been implemented at Barclayk bkirenables conversion of data
to meaningful business information crucial to driyimaximum value for their
shareholders. Estimates are that by implementingyBtems that help in generating
quick, predictive reports among others, banks ms&engs that far exceed the

investments made towards this technology.

1.2 Problem Statement

Banks have over time accumulated a large repositbdata which is not efficient for
decision making (Rajesh, 2012). BI tools provide thnctionality of converting this
data into an asset to the organization by extrgdtiformation and knowledge that is
valuable when making operational and strategicriass decisions (Negash, 2004). It
can change the way the bank analyses and segmesttsmer data by providing
information about what products a customer usesidtere of their business relations
with the bank and how often they interact with Hank. The bank can also evaluate
and monitor the effects of marketing campaignsubhout the life of each product to
see which customers are generating revenue with ptieeluct and which are

delinquent (Bannan, 2007). The benefits of Bl aysteon banks are; cost saving,



better support on decision making, time saving thame faster delivery of readily
accessible data, achievement of strategic busipeats based on forecasted trends
and data analysis (Horakova & Skalska, 2013). $wectefits suggest that Bl systems

hence is no longer just an option, but rather atinage for all banks.

Today, the competitive landscape in Kenya’'s banlgegtor is intensifying as the
economy opens up to several bank and non-bankutistis who are offering various
financial services. This competition has prompteddeploy new operational and
technological strategies to remain competitive. Tieav banking environment in
Kenya is all about differentiating banking produdtscreased choices, security and
accessibility. They are increasingly diversifyirg toffered products and services and

drawing business away from the traditional formb&anking.

Technological advancements have had a significapact on the transformation of
the banking sector by providing platforms for oiifier competitive products. Banks
have introduces internet banking, mobile banking ather E-Banking facilities to

enhance delivery channels to their customers (Alais2010). IT is becoming more
of a service partner and companies need to havwersgsin place to collect data,
analyse and give projections on how they will gaterevenue, thus Bl is used to
deliver reports and projections (Nalika, 2013). Barare moving from handling

normal customer transactions to analysing theentd, by collecting information

about their lifestyle, and then use this informatito provide better services.
Consequently, implementation of Bl technology cacdme a key differentiator and
decisive factor as automation takes the centreestaghe competitive landscape

(icreate, 2014). From a reporting and data visatibn perspective, banks require the



ability to present data in different and meaningialys and in real-time. It is critical
that banks should have the ability to generatesiveireports thus a fast turnaround
time on information, enabled by BIl, is key in thentgetitive environment.
Implementing Bl tools will enable Kenyan banks tadarstand their business better,
manage risks and compliance, improve performanqgearel their markets, increase
their understanding of their customers, analysenblprofitability, device product
strategy, achieve operational excellence and akmlegain visibility into their
profitability (Shailendra, 2011). Such Bl tools imde data warehousing, data mining,
scenario development and reporting and analytadstfor predictive and descriptive

modelling.

Macharia, (2014) argues that there is a link beiwtbe resource-based capabilities of
firms to the firms’ competitiveness, emphasizingttBl is a resource that improves
competitiveness. Moreover, Karama (2014) conclutthed Bl systems are valuable
given that it enhances KM, improves decision makimgnaging customer’s issues
and innovation. Additionally, Mugo et al. (2012)coenmended that technology
intelligence can greatly increase competitivenasderms of product innovation,
customer satisfaction and market orientation. Adgtdone in South Africa by
O'Brien & Kok (2006) concluded that Bl gives an amgation a sustainable
competitive advantage since it can assist an argdon to retain high-value
customers through improved quality and superioviserdelivery, and reduce costs
through more effective and responsive managemémy Turther argue that the main
reasons for under-utilization of Bl application® dack of knowledge, shortage of

technical skills, lack of training and weak implanteion of Bl processes.



Ubiparipovi & Durkovi¢, (2011) argue that in order to make full use ofada
generated by basic information systems, banks dhoyblement Bl systems which
can give insight into historical data and enablekisao anticipate future behaviour of
the system and most of their business indicatongyTalso enable modelling client
behaviour, not only in terms of using new servibes also from the perspective of
potential risks. Eckerson (2008) presents that kibg to making Bl pervasive is
getting users to adopt and use the Bl tools thatrganization purchases for them. In
support of this, Maria,(2010) argues that delivgrBl value is the responsibility of
the organization itself, rather than the respotigibof the vendor/s of the products.
This means that the organization should focus aofa that will enhance the

adoption of BI.

Despite the notable number of studies done ondhgpetitiveness and profitability in
the banking sector, research on Bl in the bankewas is generally limited. It was
important to conduct a research that investigates Bl enhances competitiveness in
the banking sector. The study therefore intendestudy the various methods that Bl
can facilitate operational and corporate decisioakimg leading to improved
competitiveness of a bank hence the research que&toes the use of Bl in Kenya's

banking Sector improve profitability and competiness?

1.3 Objectives of the Study
This research sort to establish the influence ofoBlcompetitiveness in Kenya’'s
banking sector. The specific objectives of the pindlude:

1) To establish out the various Bl technologies emgtbipy commercial banks

and how they are utilized.



2) To establish the personnel capacity to use BI.

3) To determine whether application of Bl systems iowpr a bank’s
competitiveness.

4) To determine the various challenges faced by thenagmment in

implementation of Bl systems.

1.4 Value of the Study

The research findings will be beneficial to variom®ups of users such as bank
managers, vendors of Bl systems, researchers haswdle government.

Previous researchers have shown that banks arendirgatheir ICT strategy
framework to make their operations more efficienbdaimpact on their
competitiveness. The research findings will providsightful knowledge to the
leadership of a commercial bank regarding the bisnef applying Bl in their
organization. They will appreciate that investing developing Bl skills in their

organization will make them more competitive in banking industry.

The government, particularly the ICT board, Minjystif Information, Kenya Bankers
Association and the Central Bank of Kenya can hseoutcomes of this research to
aid in establishing policies that can enhance s af Bl Systems by firms in the
country. Moreover, they can formulate regulatiomat tcan improve the competitive
landscape on the banking industry thus attractotgrgial investors which will have a

positive impact on the economy.
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It is also hoped that the research findings wilphesearchers as a source of future
reference for those who wish to advance the reBeamcBI in banking. The further
areas of study to be established upon completiothefresearch can be used by
scholars to carry out further research along timeestne. Bl vendors can also utilize
the research findings to evaluate customer satisfacso as to identify ways of

improving their products and services and addrgssiistomer concerns.
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CHAPTER TWO

LITERATURE REVIEW

This chapter explores the concept Bl and discugseyarious ways Bl impacts on
the competitiveness of a bank. It also analysesttiberies associated with Bl and

competitiveness.

2.1 Business Intelligence

The history of Bl dates back to 1865, when Richditar originally coined this term
to describe how Sir Henry Furnese, a banker, redefirst-hand information about
his business environment, enabling him to readefakan his competitors and thus
gain greater profits (Devens, 1865). In his popuaticle titled The Business
Intelligence System’computer scientist H. P Luhn defines Bl as thditabto
apprehend the interrelationships of presented factaich a way as to guide action
towards a desired goal (Luhn, 1958). He descrilbeswdomatic intelligent system

developed to disseminate information to variougigas of an organization.

Bl systems are responsible for analysing the awigilaata and transforming it into
important information and knowledge used for effectdecision making, strategic
thinking and strategic action in organisations f@ks& Ziemba, 2007). Bl is not just
about tactical issues like reporting, Bl value nsreasingly linked to performance
management frameworks. That means Bl can be usedefioe new sets of
performance metrics and making more decisions irdacts-based analysis. It's not

just about getting the right information to thehtigpeople at the right time but

12



determining that the information is in fact beinged to make better decisions (IBM,

2014).

Figurel.1l below is an overview of the architectafex Bl system. It illustrates how
data from various sources is gathered, validaiedned, transformed, aggregated and
loaded into a data warehouse through a process rknasy ETL-Extraction,
Transformation and Loading. In this context, a barid operational database layer
can be comprised of including Customer Informat®ystem, Loan Management
System, Product Management System and Transactmre$sing System (Negash,

2004).

(Data Sources ) Data Flow »(_ Blresults

OLAP

Operational Analysis

Data ——
Validation

Data
Cleaning

|—ll:- Data
-F' Transforming

Data Warehouse

£ i
ﬁ’w
.. __/:’_ - Data
e Mining
Data
== Visualization
Reports

Dashboards
7 =
Flat Files, ) "
Spredsheets/ EXxtract,lransforr Alerts
- rad \

Fig 1.1: Business Intelligence Process Flow.

Adapted fromintechopen.comby E. Krmac (2010)Retrieved 25/06/2015, from
http://www.intechopen.com/books/supply-chain-mansayg-new-
perspectives/intelligent-value-chain-networks-bassgtintelligence-and-other-ict-

tools-and-technologies-in-suppl
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Online Analytical Processing (OLAP) tools enablerssto analyse multidimensional
data interactively from multiple perspectives. Daiaing and knowledge retrieval
deal with complex statistical analysis, discoverimidden relationships between data
and forecasting the behaviour trends of businestes)s thus allowing business to
make proactive knowledge-driven decision (Ubiparipo& bDurkovic, 2011).
Querying tools offer a user a static view of infation to be analysed, answering
predefined questions. Reporting tools are moreiflexand customized to user
specific needs. They enable users to create, sheohd run their own reports.
Visualization tools i.e. dash boards, graphicals@nd scorecards give the user the
visual interpretation of complex data relationshthat facilitate decision making

(Vatovec, 2011).

2.1.1 Types of Business Intelligence
According to Sandu (2008), Bl is categorized intaditional Bl, Operational Bl and
Real-time BI. Strategic Bl and Tactical Bl form ttraditional Bl which, but not the

operational workers on the front lines of business.

Strategic Bl focuses on reaching long term objestiby providing valuable
information needed to monitor the key performan&grits only to senior executives
and analysts (Sandu, 2008). These BI applicati@ier dor the need of top level
management and financial analysts who are intetdsteanalysing the company’s
performance in areas with a key role in reachirggdtrategic objectives and whose

decisions are based on analysis of historical data.

14



Tactical Bl focuses on achieving short term busnagectives by analysing current
data. Rather than planning, tactical Bl addredsesittion steps that must be taken to
achieve the company's short term objectives suchmasketing campaigns and
promotions (Sandu, 2008). It provide a departmeabager with a quick view into
how his or her department is performing and hidttligreas of concern, so the

manager can take appropriate action.

Operational Bl embeds the analytical process wWithdperational business structure
to support near real-time decision making in thg ta day business operations
(Santosh, 2007). BI at this level requires moreadginularity so as to address the
specific needs of every business function. San@08P point out that operational Bl
helps companies to provide visibility into the @nt status of the business operations
to thousands of users across the organization. &mees are able to spot emerging

trends, make fast decisions and take immediaterectvhen problems arise.

Real-time Bl systems have evolved from operatid@lalvhere by it analysis data as
soon as it enters the organization and deliveirtftmation about a business as they
occur (Sandu, 2008). Its main objective is to mimerthe time from when a business
event occurs to when a corrective action regarthiegevent is initiated. Operational
and real-time Bl optimize the decision making psx®y reducing to eliminating

latency (Popeang, 2012).

15



2.1.2 Personnel capacity to utilize BI

As pointed out earlier, one of the main challenglen implementing a Bl solution

revolves around meeting the needs of end user. S8imsolutions can only be

mastered by a few highly-trained users thus; thetism might not generate insights
across the organization (Microsoft, 2009). In additEckerson (2008) reports that Bl
tools were historically designed to serve the nemfdpower users, not executives,
managers, and field staff. As a result, the casseats, who typically represent 80% of
employees in an organization, found the first gatien of Bl tools hard to use, which
increased training and support costs, adding sogmifly to the expense of a BI

solution. Today’s conventional Bl implementatior$yron IT departments to develop

reports for the end user.

According to Oracle (2013), a Bl solution shouldyde business users with the
ability to access the information they need withthwe need for assistance from
professional analysts. It is important to choo& solution that supports the skill sets
of the organization and that is easily accessiblallt Bl solutions featuring familiar

tools and interfaces will increase adoption rategenreducing training time and cost.
Furthermore, Eckerson (2007) recommends that tee@se Bl usage among the
casual workers, the Bl solution should focus onbiléa by delivering a clean

interface where extraneous functions are hidden.

2.1.3 Business Intelligence and Competitiveness
Bl can be a key internal strength that can plafterain a superior market position as
compared to its competitors. Power, (2012) reirdgsrthis notion by stating that the

ability to make business decisions based on tigluused, fact-based analysis is
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emerging as a measurable competitive edge in thigableconomy. Businesses that
use Bl systems are capable of analysing data telai@wntelligence information that

contributes towards achieving competitive advantageugh forecasting competitors'
moves, facilitating the making of fact based decisj identifying gaps in the market

and internal information (Frost, 2015).

The bank’s marketing department can use data mioimnalyse customer databases
and develop statistically sound profiles of indivadl customer preferences for
products and services. Products and services camffeeed by understanding the
customers’ requirements which ultimately lead teirsgg money on promotions and
offerings that would otherwise be unprofitable (R&oDey, 2012). Banks can
construct models to predict the probability of isgllcertain products or services in
order to facilitate cross-selling. Advantages ofihg correctly estimated probabilities
are two-fold; lowering the marketing campaign cadtsng with a high response rate

and raising the quality of customer relations (De$/2013).

Bl achieves customer segmentation by analysingomest characteristics and
behaviours with an appropriate criterion. The gysigentifies the customers and how
they behave in terms of customers’ past purchagaiterns and how the bank can
influence changes in customer behaviour in a way enefits both the organization
and the customer (Loshin, 2003). This helps thek harunderstand customer needs
about banking products and services, and consdygwnielop, implement and offer
new market leading products and services to gaid mmintain competitive
advantage. Identification of customer segmentsemamcurately can also aid in

developing tailored promotions for target customerscertain market conditions
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thereby ensuring a successful marketing campaigmafttank. The Bl can build
models for expected client lifetime value, so thatkers can treat clients accordingly,

considering client's profitability based on his qaete history (Rao & Dey, 2012).

Risk management enables bank to monitor and catfiieotizes and concentrations of
risks resulting from its activities such as lendingney to their customers (Bogdan &
Emina, 2011). A BI solution enables banks to measund manage operational risks
in a scientific manner, not just to conform to istiy best practices and regulations,
but also for making sound business decisions (iere2014). Lack of knowledge
regarding customers’ risk profile may prove to bgraat disadvantage in offering
new customers credit cards, extending existing otnets lines of credit, and
approving loans. Construction of models to givenalg of possible transactions on
stolen credit cards can show that number of tramgecincreases rapidly after the
theft. By comparing expected average number orevalii daily transactions, the
authorization system can issue an early warning &@®ey, 2012). Moreover, being
able to detect fraudulent actions is an increasimgcern for many businesses and
with the help of Bl system, fraudulent actions dsndetected and stopped (Pratte,

2001).

The productivity paradox of IT implies that thesenio significant empirical evidence
for productivity increases by IT investment (Bryifgson, 1993). Bannister and
Remenyi (2000) dispute the phenomenon by arguiaigthie increasing growth rate of
IT investments would not be ocurring if it added value and that the apparent
productivity paradox is due to the application ofappropriate measurement

techniques that do not clearly quantify the resoltdT investments incomparison
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with the inputs. Additionally, Maria (2010) preseithat Bl investment is often made
to maintain or achieve a competitive advantage thei$enefits are mostly qualitative
and difficult to tie back to productivity measureShe further argues that the
productivity impact of technology takes time to egee and if assement is made
immediately after imlplementation, no benefit mag Wisible. Bl benefits can be

described as lagging benefits.

The benefit of Bl is seen in improved decision gyaind decision speed by using
available data of a firm in offering tools that popt the managemenet and the
stakeholders (Greitemeyer, 2002). A firm can measiser satisfaction, based on a
set of predefined Bl objectives such as user satisin with the relevancy, accuracy,
consistency and timeliness of data being used teerdacisions (IBM, 2014). Rockar,
(2009) argues that the only paradox of Bl is tha an ever evolving concept driven
by competition, market demand and new technologjiet that as business strategies
and technologies change so must Bl strategies ehangrder to support and keep

pace with the needs of business organizations.

2.1.4 Challenges of Business Intelligence

Lupu et.al (1997) reported that about 60% - 70%Bbapplications fail due to the
technology, organizational, cultural and infrastane issues. Most Bl projects fail to
deliver the promised benefits because of one ngssiement; a business centric
focus. Organizations can achieve Bl success by exdimy it to organization’s
strategic goals, culture and strengths (PalaniagpBamanigopal, 2012). In support
of that fact, Yeoh et al (2009), argue that sommdiexperience Bl failures because

business needs and requirements for the Bl systernmat clearly defined early. In
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such firms, Bl initiative is mainly driven by th& imanagement alone and is viewed
as a technological issue. Studies show that Blemehtation should take a business
orientation approach i.e. without a specific bussnpurpose, the Bl initiatives rarely

produce a substantial impact on business (Yeoh &#os, 2009).

Though the demand for BI tools is growing at a dgmice, there is still criticism that
the programs are too complex and difficult to ugedodinary Bl system users
(Palaniappan & Ramanigopal, 2012). Many firms stdl not consider them to be
highly essential for its complexity and demandshigchnical knowhow. Such firms
do not have sufficient expertise or is not ableht@ such expertise to manage a
project implementation on time and within budgetmdesign the system adequately.
Furthermore, as operational Bl gains popularityrenmaive users get to interact with
the system, not only the traditional system analyst it is not only the number of

users but an increase in support for these usarsdn implementation standpoint.

Most Bl systems are limited due to their high aafspurchase and maintenance such
that small companies cannot afford them. This isttgcassociated with operational
Bl which is expected to capture and analyse lajerves of data without degrading
the performance of existing business processes(gok, 2007). Not only are many
Bl solutions expensive, they are resource-intendigeause they require you to
maintain multiple, non-integrated systems and tdets a cost-effective solution that
fits your budget, you need to work within the teslugy infrastructure you already

have in place, minimizing start-up and implemepotatosts (Microsoft, 2009).
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2.2 Theories of Bl and Competitiveness
This section examines Bl on the theoretical basehef Resource-based view of
Strategic Management, the Technology acceptanceeMadd the Knowledge

Management Theory.

2.2.1 Resource Based View

Resource based view (RBV) is founded on the ided th achieve competitive
advantage, a firm must conduct an appraisal otdaspetencies, capabilities and
resources (Andrew, 1971) and identify the distioes or those that are superior in
relation to those of rivals and match them appaiply to environmental
opportunities (Peteraf, 1992). Greitemeyer (20023cdbes the term resources as
input goods that are refined with the ability akdl ©f a firm and transformed to a
competitive advantage and that cannot be used itated by rivals in the long run.
According to Peteraf (1992) and Barney (1991), ues® heterogeneity and resource

immobility are the fundamental assertion of thedrese Based View.

Using the above mentioned dimensions of RBV, Bl banregarded as a valuable
resource that can lead to sustained strategic &atyanAccording to Pareek (2006),
the demand for information in enterprises is cardsly increasing and constantly
changing with a greater need for current, accuiategrated information, often on
short notice, to support its activities. He procedad argue that the increase in
information demand has led to an increase in Bl ateibecause of the benefits
derived from its usage. He presents that Bl inwhtke coordination of core
information with relevant contextual informationdetect significant events and give

its users the ability to evaluate business treadgjst to changing situations and to
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make intelligent decisions. The demand for Bl taslgicreasing as firms continue to
accept the advantage of data warehouse solutiomsté¢@eyer, 2002). On the other
hand, supply of Bl is low compared to its demandcakding to Greitemeyer (2002),
firms do not have the competences and knowledgmptement the Bl applicatons
and thus they need the support of external congslt&lowever, there is a scarcity of

such specialists.

2.2.2 Theory of Knowledge Management

Lucey, (2005) defines Knowledge Management (KM)tlaes process by which an
organization formally created, gathers, organizeslyzes, shares and applies its
knowledge in terms of resources, documents, expezi@and people skills. Draft et.
al. (2010) define KM as the efforts to systemadljcgather knowledge, organize it,
make it widely available through out the organizatand foster a culture of continuos
learning and knowledge sharing. Knowledge shouldnbeaged in a systematic way
that combines technoloical infrastructure and oiion in such a way that value is
created and leveraged from intellectual assets @\&iBruton, 2007). Knowledge
can either be explicit or tacit. Explicit knowledgan be codified or writted down as
ruled, guidelines processes or manuals. In conttastt knowledge comes from
experience and is internal to an individual i.etuiion, perspectives, values etc.
(White & Bruton, 2007). Lucey (2005) states thag tkey objective of KM is to
transform tacit knowledge into explicit knowleddeu$ enbling personal knowledge

to be available to others in the organization.
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IT systems facilitate the enabling of organizatitmsollect, store & analyze data so it
can be transformed into information and knowledge shared across the enterprise.
Bl is an IT application for KM that analyzes datadaextracts significant patterns and
relations (Draft et al. 2010). In the effort of Everaging competitive advatage
through investing in technology, Bl and KM have shaa good return on investment
(Cody et al. 2002). Nemati et al. (2002) propodest ta knowledge warehouse
architecture can serve as an extention of the dat@house. This will enhance
capturing, coding, retrieval and sharing of empés/eknowledge across the
organization hence gaining and sustining stratagiwantage in the market (Khan &
Quadri, 2012). In the integration of KM and BI, &gj information is blended and

integrated with the data and techniques used imoBdrovide a richer view of the

decision making problem set and alternative satusoenarios (Herschel & Jones,

2005).

The effectiveness of Bl system should be measuaseédon how well it promotes
and enhences mental models and understanding alettision makers and how well
it improves decision making and hence, firm perfance (Rostami, 2014). Bl should
therefore be viewed as an integral part of KM. Rroptegration of Bl & KM can
help organization to get wide benefits includingxim@zing organizational efficiency,

enhancing organizational learning and improvingaaigation performance.

2.2.3 Technology Acceptance Model
Technology Acceptance Model (TAM) was initiallyiatluced by Fred Davis in 1986
as an extension or adaptation of the theory oforeas actions (TRA). Davis, (1989)

brought out two main assumptions that TAM is basedPerceived Usefulness (PU)
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and Perceived Ease of Use (PEU). He defined PUhasdégree of performance
improvement expected from using the system. Thiamaehat people tend to use or
not use an application to the extent they beli¢wgill help them perform their job
better. PEU refers to the degree to which a pebsdieves that using an application
would be free of effort. An application should moily be useful but also it should not
be hard to use. Essentially, the performance bsnsfiould outweigh the effort of
using it (Davis, 1989). Additionally, Davis argubst if a system is easy to use, it can
make the system appear more useful to the usés.dtguable that TAM enables
analysis of technology perceptions of a user imseof the tasks that are to be

performed resulting in implementable outcomes.

In this research context, TAM can enable measwirgeliefs towards Bl by studying
individual user perceptions. The choice to use 8adechnology is preceded by the
belief that users have regarding the capabiliteBldVessy & Galletta, 1991). The
effort expended when using a Bl system for decisi@king will determine whether
the user goes on to apply the system or not (Dedfé1). The reward for using a Bl
system is the perception by users that using ithélp them perform their decision
tasks with minimum required effort. In a study dohy Deane (2011), it was
established that the perceived ease of use of sy&Eem will positively affect the
intention to use the BI system. The perceived usefis of Bl can be proved to be
positive whereby a user prefers to use the Bl syssince they believe that it
enhances the process of decision making as compathd older system. In contrast,
Arvidsson & Pettersson, (2012) concluded that heeful a usesr perceives the Bl
system to be does not affect the amount of usagieetsame extent as predicted by

TAM. Their research results indicated that whawelrBl usage is not merely its
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usefulness but rather, other factors that are rdoextly ties to the purpose of the
system itself, such as what tasks or decisionss#rds actually faced with. Bl system
is not predefined but instead it is supposed t@méeeral enough to accommodate

whatever informational needs its users have.

2.3 Summary of Literature Review & Research Gaps

The key research issue is to study how implememtadif Bl impacts competitiveness
of a bank. It also aims at identifying personngdamity to utilize Bl tools as well as
the challenges associated with implementation of BAM is widely used by
researchers to provide explanations of usage betwawn relation to adoption of
information technology. So the model of the tecbggl acceptance becomes very
important and critical in relation to Bl system. eltRBV model is applicable in
analysing Bl as an organization resource that ingpa@mpetitiveness. In addition, Bl
techniques are used in KM for generating and teansig knowledge. Integrating KM
and Bl will enable the measurement of the effectss of Bl activities based on how
well it promotes and enhances knowledge withinfitme, hence improving decision

making and performance of the firm.
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2.4 Conceptual Framework
The conceptual framework below depicts bank’s cditipeness as the dependent

variable while Bl usage is the independent variable

Bank’s Competitiveness

Type of Bl
yp \ « Market share
* Growth rate
Implementation "
»| ¢ Product Competitiveness
level _ .
» Customer satisfaction &
Personnel / Loyalty
Capacity

Figure 2.1 Conceptual Framework

Hypothesis
This research seeks to test the hypothesis thataBlimprove competitiveness in
commercial banks in Kenya.

1. HO: Bl application decreases Bank competitiveness

2. H1: Bl application increases Bank competitiveness
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CHAPTER THREE

RESEARCH METHODOLOGY

This chapter discusses the methodology that was insthe research so as to achieve
the research objectives. The areas covered inclidecesearch design, population of

the study and data collection methods.

3.1 Research Design

Research design is a plan and structure of in\astig used to achieve the research
objectives (Kerlinger, 1986). It describes the meh used for collection,
measurement and analysis of data. This researcll@gmsiptive in nature since it has
a clear statement of the problem, specific hypashasd detailed information needs
(Malhotra, 1999). It adopted a cross section sudesign which aimed at finding out
the prevalence of an issue by taking a snap-shitteopopulation at the time of study.
It was appropriate because information from thegigsample was collected only. It is
used for generalization within a particular paraneahus; data collected can be

standardized to allow easy comparison (Kothari 4200

3.2 Population and Sampling

The population of interest in this study consistafdall 44 commercial banks
operating in Kenya. A census study was carried ol out since the population
was small (Kothari, 2014). Moreover, all banks halveir head offices in Nairobi
hence easily accessible. The targeted respondestes T managers, Operations
managers, Bl heads and Bl users. These groupsmdmdents were perceived to have

relevant information required to achieve the obyecof the study.
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3.3 Data Collection

The research used primary data which was collacsgty a structured questionnaire.
This was the tool of choice since it allowed foifarmity of questions and responses,
and it was deemed as a fast way of data colledioen the time constraint of the
research activity. The questionnaire had closedogreth ended questions categorized
under four sections. Section A covered demograpticomation of the respondents.
Section B focused on personnel capacity to utiBteools while Section C focused
on data pertaining to Bl usage in the banks to awprcompetitiveness. Finally,

Section D covered the benefits and challenges fdaadg implementation.

3.4 Data Analysis

The questionnaire data was checked for accuracycantgpleteness of recording of
the responses, it was coded and checked for cedings and omissions. Quantitative
data was analysed through descriptive statistiosgyuStatistical Package for Social
Sciences (SPSS) and presented through percentages), standard deviation and
frequencies. Descriptive statistics was used tdyaeadata regarding the types of Bl
technologies utilized in banks as well as the Balieémges. Inferential statistics,
specifically regression model were used to anafyse integration of Bl tools in the

banking system impacts the bank’s competitivenBssik’s competitiveness is the
dependent variable Y, was considered to be a fomatf several independent variable
including type of Bl system X1, training and pemseh capacity X2 and BI

implementation level X3.
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CHAPTER FOUR

DATA ANALYSIS, INTERPRETATION AND PRESENTATION

4.1 Introduction

This research sought to establish the influenceBbfon competitiveness of
commercial banks. The specific objectives of thelgtwere; to find out the various
Bl technologies employed by commercial banks and they are utilized, to examine
the personnel capacity to use BI, to investigatetivr application of Bl systems
improve a bank’s competitiveness and to examieevéitious challenges faced by the

management in implementation of Bl systems.

Table 4.1 Response Rate

Response rate Frequency Response rate
Responded 36 81.8

Not responded 8 18.2

Total 44 100

A total of 44 questionnaires through the survey kegicom were sent to the
respective banks in an attempt to gain the respusdgew on influence of Bl on
competitiveness in Kenya’'s banking sector. Out bese, only 36 of the
questionnaires were returned while the rest 8 wemeceived back giving the study
a response rate of 8.82% which is adequate according to Ogier, (2006p w

advocates for a response rate of 70% or more.
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4.2 Demographic information
4.2.1 Role of respondent in the Bank

Table 4.2: Role of Respondent in the Bank

Roles Frequency Percentage
General Manager/CIO 2 7
Head of IT 7 20
Head of BI 2 7
Head of Business Development 5 12
Bl administrator 2 7
Others 17 47
Total 36 100

The study wished to find the roles of respondenttha bank. Majority of the
respondents sampled (47%) indicated that they tgubia other departments besides
IT, Bl and Business Development mentioned. Accagydim the findings, 20% of the
respondents were heads of IT, whereas 12% wereshafadusiness development.
This was an implication that majority of the sta#fre well informed of the Bl system
in the commercial banks which would positively impan competitiveness. The

same information is shown in the figure below;
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Figure 4. 1 Role of Respondent in the Bank
4.2.2 Category of the Bank
Table 4. 3 Category of the Bank
Bank Category Frequency Percentage
Top tiel 7 20
Middle Tier 24 67
Small Tiel 5 13
Total 36 100

The study wished to find out the category of thakbaithin the banking industry in

Kenya. According to the findings, 67% indicatedtttizeir bank was a middle tier
whereas 20% said their commercial bank was a tbjs implied that banks in the
middle tier category are keen on utilizing Bl topirave their competitiveness. The

figure below presents the same information;
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Category of the Bank

Figure 4.2: Bank Category

4.2.3 Duration of Bank Operation

Table 4. 4 Duration the Bank has been in Operation

Frequenc Percentac
Years of operation 0
<2yrs 7 20
2-5yrs. 7 20
6 — 10 yrs. 2 7
>10 yrs. 19 53
Total 36 99

The researcher wanted to find out on the duratientiank has been in operation.
Majority of the respondents as shown by 53% indidabhat their bank had been in
operation in more than 10 years, whereas 20% ssatidelen 2-5years. This was an
implication that most of the banks were in operatior many years which would

probably been contributed by Bl usage.
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4.2.4 Duration of Bl usage in Bank

Table 4. 5 Duration the Bank has been using Bl Tosl

Years of Bl usage Frequency Percentage
< 2yrs. 5 13

2-5yrs 10 27

6 -10yrs 10 27

>10 yrs. 12 33

Total 36 100

The study was to establish the duration the bamissdeen using Bl tools. It was
established that most of the banks had been udifgy Bhore than 10 years as shown
by 33%. This shows that there is a positive reteiip between the duration of Bl

usage and the duration of Bank’s operation.

4.2.5. Products/Services offered by Bank

Table 4.6 Average no of Products/services the BarR®ffer

Frequency Percentage
Products and services offered 0
<15 7 20
15-30 17 47
30-50 7 20
> 50 5 13
Total 36 100
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The researcher was to find out the average no adyats/services the bank offer.
Majority of the respondents as shown by 47% satd/éen 15-30 products/services,
whereas 20% said less than 15, an implication tthatBIl systems alongside other

practices has enhanced the development of the pi®dund services they offer.

4.2.6. Types of Bl systems used by Bank

Table 4. 7 Types of Bl Systems used By the Bank

Bl system used Yes Percentage
BOARD 1 2
Comma Soft 0 0
Corporate Planning 3 7
Cyberscience 1 2
Dimensional Insight 0 0
IBM 6 14
Microsoft 9 22
MicroStrateq 0 0
Oracle 6 14
Phoca 0 0
Pyramid Analytics 1 2
SAF 4 1C
TARGIT 0 0

According to the figures displayed in the table\adVicrosoft Bl products was the
highest as shown by 22%, IBM and Oracle followethwli4% then SAP had 10%.

Corporate planning had 7% and Cyberscience, BOARPamid Analytics as shown
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by an equal 2% each respectively. The study found that; Comma Soft,

Dimensional Insight, MicroStrategy, Phocas and TAR@ere rarely used by the
banks in their operations. This implied that MiaftsIBM, Oracle and SAP are the
most commonly used Bl systems since they are vetdibdished in the market. The

percentage use of Bl system in the banks has akso presented,;

Bl usage in the banks

22%

Figure 4. 3 Types of Bl Systems used by the Bank

4.3 Personnel Capacity to Utilize Bl Tools
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Table 4. 8 Personnel Capacity to Utilize Bl Tools

_; g g © 7: %)
aala |2 |<Z A | R )
| frequently use SQL 0 0| O 10 24 36 4.40
| frequently use Plain 0 o |7 17 12 36 4.13
Reports
My knowledge and 0 0 |5 26 5 36 4.00
experience in Bl is above
average
| have gone through 0 0 12 | 14 10 36 3.93
sufficient BI training.
| am very satisfied with the| O 2 10 | 14 10 36 3.87
performance of packages
used for retrieving data for
analysis
| frequently use Dashboard 5 2 2 14 12 36 3.73
| frequently use Blasan |0 2 10 | 12 10 36 3.60
input for decision making
| am very satisfied with the 0 2 14 | 17 2 36 3.53

overall satisfaction level of
the Bl solution?

| frequently make 2 2 7 10 12 36 3.53
presentations that uses data
from Bl analysis

Management always 0 2 17 | 12 5 36 3.53
employs Bl as the basis for
their decisions

2 12 12 36 3.41

N

| frequently use Scorecards 5

| frequently use OLAP 5 0 12| 12 7 36 3.47
| frequently use Crosstab | 2 5 |10 | 17 2 36 3.33
Analysis

| frequently use Drill- 2 2 14 | 14 2 36 3.33
through Analysis

| frequently use Data mining5 2 10 | 14 5 36 3.33

& Predictive Analytics

Overall mean of the variable55.18/15=3.68
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The results in the table above depict the extenthh respondents agree with the
statements related to Personnel Capacity to utizeols. According to the results,
majority of the respondents indicated that theiowledge and experience in Bl is
above average and that they have gone throughcieumi Bl training. Many

respondents also indicated that they frequently®Q¢&, Plain Reports, Scorecards,
OLAP and Dashboards. Majority of the respondentsewesutral on the statements
that; they frequently use Crosstab Analysis, Dhitibugh Analysis, Data mining &

Predictive Analytics. This implied that the respents are only conversant with the
basic functionalities of Bl systems and may noatare of complex functions of data
mining and analytics, thus, the organization shcdaddkeen on training their staff

more on Bl usage.

Majority of the respondents indicated that theygérently use Bl as an input for
decision making, they frequently make presentatibas uses data from Bl analysis
and that management always employs Bl as the barstbeir decisions. Moreover,
majority indicated that they are very satisfiedhatihe performance of packages used
for retrieving data for analysis and they were veatisfied with the overall Bl
solution. This shows that Bl is being utilized iretbanks and its usage has a positive

impact on the bank.
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4.4 Bl usage and Bank Competitiveness

Table 4. 9 Ways of Improving Competitiveness throug Bl System

=0 S | = >
D = = @© [=)] (2]
a6 |a |2 |2 |8 |8 [=5
We use BI tools for Forecasting 0 5 24 7 36 4.07
We use Bl tools for Customer | O 2 2 24 | 7 36 | 4.00
Credit Risk Profiling
We use BI tools for Marketing | O 0 12 | 14 | 10 36 | 3.93
strategy analysis
We use Bl tools for Customer | O 0 10 | 19 | 7 36 | 3.93
Segmentation
We use BI tools for determining| 0 2 2 26 | 5 36 | 3.93
interest rates
We use Bl tools for Credit Risk | O 2 7 17 | 10 36 | 3.93
Assessment
We use Bl tools for 0 5 5 14 | 12 36 | 3.93
Security/Fraud detection
Improved the quality of decisionsO 0 10 | 19 | 7 36 | 3.93
I make in this organization
The speed at which I analyze | 0 0 72| 24 | 5 36 | 3.93
decisions had increased
We use BI tools for CRM 0 2 7 19 7 36 3.87
We use BI tools for product 0 2 7 19 7 36 | 3.87
Innovatior
We use Bl tools for Strategic 0 0 12 19 | 5 36 | 3.80
planning
We use BI tools for Market 0 2 10 17 7 36 | 3.80
penetration & development
analysis
We use BI tools for Pricing and | O 0 12 | 19 | 5 36 | 3.80
profitability
We use Bl tools for loan 0 2 12 | 12 | 10 36| 3.80
assessment
We use Bl tools for Market 0 0 12 | 22 | 2 36 | 3.73
Segmentation
We use Bl tools for Product 0 2 7 24 | 2 36 | 3.73
portfolio analysis
Greater use of analytical aids in| 0 2 12 | 14 | 7 36 | 3.73
decision making
Bl provides relevant information O 2 12 | 17 | 5 36 | 3.67
for individual & collaborative
decision making

Overall mean of the variable

73.38/15=4.892
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The results in the table above depict findings @pondents’ level of agreement on
statements related to ways in which the bank imgsosompetitiveness through Bl
system. According to the results, majority of thepondents were in agreement that;
they use Bl tools for Forecasting, Customer CrRBabk Profiling, Marketing strategy
analysis, Customer Segmentation, Determining istesges, Credit Risk Assessment,
Security/Fraud detection, product Innovation, ®gat planning, Market penetration
& development analysis, Pricing and profitabilitypan assessment, Market
Segmentation, Product portfolio analysis and CustoRelationship Management. In
addition, many respondents indicated that Bl imptbthe quality of decisions they
make in their organization, the speed at which theglyze decisions had increased,
there was great use of analytical aids in decisiaking and that Bl provides relevant
information for individual & collaborative decisiomaking as shown by the mean
scores above. This clearly implies that Bl usage &gositive impact on various

factors that impact a bank’s competitiveness.
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4.5 Level of Bank Competitiveness

Table 4. 10: Performance of the Banks in Kenya

= <

3 [ T |- | e o
Rate the increase in market share of | 0 0 10 10| 17 36| 421
your bank in the banking industry
Rate the effectiveness of the bank's | O 0 10 10| 17 36 | 4.07
product diversification strategies in
achieving competitiveness
Rate the level of product innovation as 0 2 7 12| 14 36 | 4.07
compared to other banks
Rate the increase in sales in your bank @ 0 19 ®B6 | 4.07
What is the level of customer 0 0 5 26| 5 36 | 4.00
satisfaction in your bank as compared|to
other banks?
Rate the effectiveness of the bank's | 0 0 10 17| 10 36 | 4.00
market penetration strategies in
achieving competitiveness
Rate the Growth in size of your bank a<0 0 12 10| 14 36 | 4.00
compared to other banks
What is the level of citomer loyalty 0 0 10 |19 |7 36 | 3.9
and retention in your bank as compared
to other banks?
Rate the effectiveness of the bar 0 0 12 |14 | 1C 36 |3.9¢
market development strategies in
achieving competitiveness
Rate the bank's profit growth 0 2 7 17 |10 36 | 3.9
compared to other banks
Rate the effectiveness of the bar 0 0 10 (19 |7 36 |3.92
product development strategies in
achieving competitiveness
Overall mean of the variab 44.13/15=2
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The study was to establish the respondents’ levafjeeement with statements related
to performance of the banks in Kenya. Accordingthie results, majority of the

respondents were in agreement that there is aleigh of increase in growth rate,

market share and sales of their bank in the banikidgstry. The results also show
that the strategies for market penetration, madeselopment product development
and product diversification for achieving compettiess were highly effective and
the level of product innovation as compared to obanks is high. Moreover, there is
a high increase in sales, a higher level of cust@atsfaction, and customer loyalty
& retention in the bank as compared to other baRespondents also indicated a
higher bank growth rate, profit growth as compdeedther banks shown by the mean

scores above.

This results depict that usage of Bl in commerdianks leads to improved

competitiveness of the bank.
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4.6 Challenges of Business Intelligence System

Table 4. 11 Bl Challenges

Strongly
Disagree

Disagree
Neutral

Agree

Strongly
Agree

Total

Means
score

Lack of business strategy, objectives an
measures of Bl progress hinders
successful Bl implementation

do

(6]
~

[EY
©

a1

w

6

Establishing and maintaining an
appropriate level of data quality to feed
into the Bl system is very challeng

22

36

3.53

Integrating the BI tool with other
operational, performance management
and transactional systems is very
challenging

19

36

3.40

Maintaining and managing Bl solutions
very challenging

s2

17

36

3.33

Transforming the workplace to a culture
of fact-based decision-making using BI
tools is a challenge

10 | 7

19

36

3.27

Securing executive sponsorship and
financial backing prevents Bl adoption

12

36

3.27

Overloading of IT specialists in
supporting Bl usage has strained the
adoption process and utilization of Bl
tools

14

36

3.20

It is difficult to find a cost-effective Bl
solutior

10 | 12

14

36

3.13

Bl tools are very complex to the end use

ers

19

36

2.87

Bl system end users do not know what
they want from a Bl system

12

36

2.87

The quality of the presentation,
visualization of the information and
response time is poor or limited

36

2.80

Bl systems are inflexible and
incompatible

36

2.73

The company does not have sufficient
expertise or is not able to hire such
expertis

10 | 19

36

2.73

IT experts building the system do not
understand the business thus the BI
system does not meet the needs of the
Business

10 | 14

36

2.67

Overall mean of the variable

43.47/15=2.898

42




The researcher wanted to know the respondentshiegfeagreement with statements
regarding Bl challenges. Majority of the respondenere in agreement that; lack of
business strategy, objectives and measures of &jress hinders successful Bl
implementation and that establishing and maintgiram appropriate level of data
quality to feed into the BI system is very challelggas shown by the mean scores of

3.67 and 3.53 respectively.

As shown in the above mean scores, majority ofréispondents were neutral on the
challenges they face as users of Bl systems suatteagating the BI tool with other
operational, performance management and transattioraintaining and managing
Bl solutions, securing executive sponsorship amdarfcial backing prevents Bl
adoption, Overloading of IT specialists in suppwtiBl usage has strained the
adoption process and utilization of Bl tools. Tlago agreed that it is difficult to find
a cost-effective Bl solution, Bl tools are very quax to the end users, Bl system end
users do not know what they want from a Bl syst€he quality of the presentation,
visualization of the information and response tisi@oor or limited, Bl systems are
inflexible and incompatible, the company does retehsufficient expertise or is not
able to hire such expertise and that the IT expbti#ding the system do not

understand the business thus the Bl system doenewttthe needs of the Business.

4.7 Relationship Between Bl Usage and Bank’'s Comptteness

The following section presents the inferentialistas for the study (regression model
and correlation analysis). Additive results for lea€ the independent variables were
regressed alongside those of the dependent variabteder to obtain the below

results;
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4.7.1 Regression Model

Table 4. 12Model Summary

Model R R Square Adjusted R| Std. Error of the
Square Estimate
1 0.889(a) 0.790 0.785 1.14624

a Predictors: (Constant),

Table 4.6 above shows that the value of co-effic@ndetermination (adjusted R
square) is 0.785 for all the variables studieddtgpBI system, training and personnel
capacity, Bl implementation level). This therefarelies that there was a variation of
78.5% between the independent (type of Bl systeamihg and personnel capacity,
Bl implementation level) and dependent variable mpetitiveness in Kenya’s
banking sector). Thus it means that (type of Blteys training and personnel
capacity, Bl implementation level) explained 78.586 the competitiveness

commercial banks in Kenya.

4.7.2 ANOVA- Analysis of Variance

Table 4. 13ANOVA- Analysis Of Variance

Model Sum of df Mean F Sig.
Squares Square
1 Regression 202.537 2 202.537 154.154  .000(a)
Residual  53.868 41 1.314
Total 256.406 42

a Predictors: (Constant), type of Bl system, tragnend personnel capacity, Bl
implementation level

b Dependent Variable: Competitiveness in Kenyatskbray sector.
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The study used F-statistics to establish the ap@temess of the regression model to
give reliable results. An F-significance value eD00 was established. This shows
that the regression model has a less than 0.0@lihidod (probability) of giving a

wrong prediction.

4.7.3 Coefficients Results

Table 4. 14: Coefficients Results

Model Unstandardized Standardized t Sig.
Coefficients Coefficients
B Std. Error| Beta
Constant 10.654 1.734 - 6.143 0.000
Type of Bl system 0.416 .036 .614 11.626010
Training and 0.413 .000 .678 7.012 0.032

personnel Capacity

Bl implementation 0.042 .015 .006 0.109 0.021

level

a) Dependent VariableCompetitiveness in commercial banks.

The study results show that Bl has an impact onpstitiveness of commercial
banks. The un-standardized regression coefficishtswv how every metric unit
change in the independent variable, the dependatdble changes by X units. The
equation’s constant was found to be 10.654. Thigiew that a unit increase in Type
of Bl system would lead to a unit increase in cotitipeness of commercial banks at
a factor of 0.416. A unit increase in Bl implemeiaia level would influence

competitiveness of commercial banks by a unit 64R. A unit increase in Training
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and personnel Capacity would also lead to increasempetitiveness of commercial

banks by a factor of 0.413 and vice versa.

The Standardized regression coefficients are basechanges in standard deviation
units. This is the slope coefficient that resulisew X and Y are both standardized
(i.e., transformed into z-scores) before the amalissrun. The coefficient value of
(type of BI system, training and personnel capadtyimplementation level), it also
implies that one-standard deviation increase ipgtyf Bl system, training and
personnel capacity, Bl implementation level), cotitpeness in commercial banks

would increase by 0.614, 0.678 and 0.006 respédgtive

The results further shows that there is a significaelationship between
competitiveness of commercial banks and the theéables (type of Bl system,
training and personnel capacity, Bl implementalievel), as shown by the p value;

(p=0.000<0.05).

The equationY= 0.416X% +0.413% +0.042X% was obtained indicating that the type
of Bl used matters the most and that it is the nioisiential component towards

competitiveness of commercial banks.

All the components influencing competitiveness ofenercial banks were found to
be significant, the type of Bl system leading &1@, Bl implementation level at
0.021 and training and personnel capacity at 0.@3pectively. Form the results

above on Beta, there exists a positive relationbkipveen Bl and competitiveness of
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commercial banks, thus the hypothesis that “theneoi relationship between Bl and

competitiveness of commercial bank” proposed is $udy is rejected.

4.8 Discussion of Findings

4.8.1 Personnel Capacity to Utilize Bl Tools

Training is concerned with increasing the knowledgm skills of employees for
doing specific jobs, and development involves trewvgh of employees in all aspects.
There is therefore a need to well train and develap employees concerning Bl
usage. It was established from the study that camiaiebanks frequently use basic
functionalities of Bl systems such as SQL, Plairppétes, OLAP and dashboards.
Moreover, their knowledge and experience in Bldewe average and they have gone
through sufficient Bl training. It was also estabkd that banks frequently use Bl as
an input for analysis and decision making and tiwit level of satisfaction on the Bl

solution is high.

However, the results indicated that the banks dob fatly utilize the complex

functionalities of Bl systems such as Data miningl gredictive analytics. This
shows a gap in training. The literature by (Micfbs@009) asserts that it is not
always possible for the employees to understandhat some Bl solutions can only
be mastered by a few highly-trained users thus; sthletion might not generate

insights across the organization.

4.8.2 Ways in which the Bank improves Competitiverss through Bl System

Competitiveness which is the ability of a firm tifey products and services that meet

the quality standards of the local and world mazkatt prices can be enhanced in
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many ways; one being the effective utilization lo¢ Bl systems. It was established
from the study that commercial banks use Bl toolsHorecasting, Customer Credit
Risk Profiling, Marketing strategy analysis, CustnfSegmentation, Determining
interest rates, Credit Risk Assessment, SecurayfFrdetection, product Innovation,
Strategic planning, Market penetration & developmemalysis, Pricing and

profitability, loan assessment, Market SegmentatProduct portfolio analysis and

Customer Relationship Management.

These results agree with the literature that byd?p{2012) who asserted that Bl can
be a key internal strength that can place a firmaisuperior market position as
compared to its competitors. Power, (2012) reirgsrthis notion by stating that the
ability to make business decisions based on tigluused, fact-based analysis is
emerging as a measurable competitive edge in tiisabkeconomy. The results agree
with the literature that Bl achieves customer seagat@n by analyzing customer
characteristics and behaviors with an appropridteron. The system identifies the
customers and how they behave in terms of custorpass purchasing patterns and
how the bank can influence changes in customenii@ivain a way that benefits both
the organization and the customer (Loshin, 2003jcltagain helps the bank to
understand customer needs about banking produdtsenvices, and consequently
develop, implement and offer new market leadingdpots and services to gain and

maintain competitive advantage.

4.8.3 Level of Bank Competitiveness

The BI can build models for expected client lifetimalue, so that bankers can treat

clients accordingly, considering client's profitétyi based on his complete history
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(Rao & Dey, 2012). An emerging theme over the gasade has been using business
intelligence and analytics solutions to store, repenalyze and distribute role-based
feedback to employees empowered to take actionselbelutions enable companies
to combine feedback collected across multiple ceaThis in turn helps managers
to think of ways in which they can enhance the oetiipeness of their banks through
several ways (Rao & Dey, 2012). The results in shigly agree with the literature in
that, the study found out that the strategies foarket penetration, market
development product development and product difleasion for achieving
competitiveness were highly effective and the leel product innovation as
compared to other banks is high. Moreover, theeehggh increase in sales, a higher
level of customer satisfaction, and customer Igydlt retention in the bank as
compared to other banks. Respondents also indiealtégher bank growth rate, profit

growth as compared to other banks.

4.8.4 Challenges of Business Intelligence System

The study found out that most of the challengest thanks face during
implementation and utilization of Bl solutions ame line with the challenges
discussed in literature review. The literature gssthat most Bl systems are limited
due to their high cost of purchase and maintenanch that small companies cannot
afford them. This is mostly associated with opersl Bl which is expected to
capture and analyse large volumes of data withegratling the performance of
existing business processes (Eckerson, 2007). Mot are many BI solutions
expensive, they are resource-intensive because réopyire the bank to maintain

multiple, non-integrated systems and tools.
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CHAPTER FIVE: SUMMARY OF FINDINGS, CONCLUSIONS AND

RECOMMENDATIONS

5.1 Introduction

This chapter presents the summary of findings, lesians and recommendations on
the influence of Bl on competitiveness in Kenyaanking sector. The specific
objectives of the study were; to find out the vasdl technologies employed by
commercial banks and how they are utilized, to erarthe personnel capacity to use
Bl, to investigate whether application of Bl systemmprove a bank’s
competitiveness and to examine the various chaderigced by the management in
implementation of Bl systems. Recommendations forther studies are also

presented.

5.2 Conclusions

Thorough training ensures staffs are current wibiveng technology, software and
the needs of the customer. The study concludedtleastaff and the management in
the commercial banks frequently use basic Bl fumalities such as SQL, Plain
reports, Dashboards, OLAP and scorecards. It was @ncluded that complex Bl
modules such as data mining and predictive analytvere not frequently used

because of lack of training or resources.

The study concludes that Bl usage in Bank impraxasapetitiveness because Bl is
used in various operations of a bank such as Custddredit Risk Profiling,
marketing strategy analysis, Customer Segmentati@iermining interest rates,

Credit Risk Assessment, Security/Fraud detectiomdyct Innovation, Strategic

50



planning, Market penetration & development analyBiscing and profitability, loan
assessment, Market Segmentation, Product portfa@ilysis and customer
relationship management. Bl also improved the tpali decisions they make in this
organization, The speed at which they analyse wesishad increased and use of
analytical aids in decision making and that Bl pdeg relevant information for

individual & collaborative decision making.

The study concludes that through the applicatioth @atilization of the Bl systems;
market share has improved, there have been eféaetss of the bank's product
diversification strategies in achieving competitigss, the level of product innovation
as compared to other banks has gone up, thererisaise in sales in the banks, the
level of customer satisfaction in the banks as @b to other banks has improved,
the effectiveness of the bank's market penetratgirategies in achieving
competitiveness is good, the growth in size ofithek as compared to other banks
has improved, the level of customer loyalty aném&on in the bank as compared to
other banks, the effectiveness of the bank's madetelopment strategies in
achieving competitiveness, the bank's profit groaghcompared to other banks and
the effectiveness of the bank's product developmsinategies in achieving

competitiveness were high for the commercial basakapled.

There are various challenges that face Bl systesagaiand utilization for optimal
commercial bank’s competitiveness. This study asdetl that lack of business
strategy, objectives and measures of Bl progressdeins successful BI
implementation and that establishing and maintgiram appropriate level of data

quality to feed into the BI system is very challergg The study concluded that;
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integrating the BI tool with other operational, fmemance management and
transactional systems is very challenging, Maimt@rand managing Bl solutions is
very challenging, Transforming the workplace to wtuwre of fact-based decision-
making using Bl tools is a challenge, Securing axee sponsorship and financial
backing prevents Bl adoption, Overloading of IT gpbsts in supporting Bl usage
has strained the adoption process and utilizatioBldools, It is difficult to find a
cost-effective Bl solution, Bl tools are very comylto the end users, Bl system end
users do not know what they want from a Bl syst€éhg quality of the presentation,
visualization of the information and response tisi@oor or limited, Bl systems are
inflexible and incompatible, the company does retehsufficient expertise or is not
able to hire such expertise and that the IT expbu#ding the system do not

understand the business thus the Bl system doese®ttthe needs of the Business.

The equation; Y= 0.416X+0.413% +0.042)% was obtained indicating that the type
of Bl used matters the most and that it is the motiential component towards
competitiveness in Kenya's banking sector. All tlkemponents influencing
competitiveness in Kenya’s banking sector were fiotmbe significant, the type of
Bl system leading at 0.010, Bl implementation leatl 0.021 and training and

personnel capacity at 0.032 respectively.

5.3 Recommendations

The recommends the management to continue withmibkve of usage of the BI
system at the same time establishing any new amdected technologies for this has
been found to enhance the banks performance aridnoeis satisfaction to a large

extent.
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The personnel capacity on the usage of Drill-thhougnalysis, Data mining &
Predictive Analytics was very low according to tresults. This study therefore
recommends the management of the respective bankiategize and embark on
capacity building so as to enable the staff be &blese some of the Bl technologies
they are not aware of. This can be achieved bydiexperts from outside of course
at a reasonable price to train employees on how thadusage of Drill-through

Analysis, Data mining & Predictive Analytics.

The study recommends that the management seeggitrmtowards mitigating the so
many challenges related to use of the Bl systerthé@ir banks. In this case, the
management needs to establish the risks at onceahaneafter establish the right
counteractions towards each of them. This way,cthrapetitiveness in the banking
sector, in each of the banks too will be realiZRgk management enables bank to
monitor and control the sizes and concentrationss&b resulting from its activities

such as lending money to their customers (Bogd&ména, 2011).

5.4 Limitations of the study

The researcher experienced various limitationshen dourse of the study; financial
constraints, one of the major problems that thearher encountered is inadequate
financial support which consequently slowed dowa phocess of data collection and
production of the final report of the study in tinTéme constraints was a limitation as
the research involved distributing questionnaiedifferent organizations most of
whom were busy to spare enough time to respond.dLination within which the
research was undertaken was also short leadingriaush strain in time management

and that’s why the research focus on major manufexcf companies in Nairobi area
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only. Lack cooperation; the researcher experiemacked of unwillingness to cooperate

among most of the respondent organization, somerrneven responded and others
even delayed in responding to the questionnaitegas difficult to have face to face

communication as most of the respondents prefarsedof emails and this was the
main challenge during the whole research perioe. [lHert scale that was used might
have produced some bias as it is possible thae8pondents provided non-committal
answers by responding to neutral range of scaleeSespondents were biased while
giving information due to reasons such as privany busy Schedules at their work

place.

5.5 Recommendation for Further Studies
This study recommends that further studies be aoeduon influence of Bl on
competitiveness in Kenya’s banking sector whileolming a large sample size than

the one used in this study to find out if the resulill be the same.

The study recommends that further study be donether sectors to find out the
extent to which they use the Bl systems and wheathemhances competitiveness of

the same organizations while establishing the ingpac

The researcher recommends that a more comprehessidy be done while

establishing more and more effects of Bl usageuitidation where the results used

could as well be used to validate the model oubpthis study.
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Appendix I: Questionnaire

BUSINESS INTELLIGENCE AND COMPETITIVENESS OF COMMER CIAL

BANKS IN KENYA

This questionnaire is designed to collect informran the strategic value of business
intelligence systems in Kenya. The information oked will be used for academic
purposes only. Confidentiality of the informationdathe respondents will be highly
observed.
Instructions:

1. Kindly respond to the following questions by plagia tick in front of the

most appropriate response.
2. Where explanations are required, use the spacelibéitems.

3. Kindly answer all questions.

SECTION A: BANK INFORMATION
1. What's your role in the bank and under which departt are you in
General Manager/CIO
Head of IT
Head of BI
Head of Business Development

Business Intelligence administrator

2. Which category is your Bank?
Top Tier
Middle Tier

Small Tier
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3. How long has you bank been in operation?
<2yrs.
2—-5yrs.
6— 10 yrs.

>10 yrs

4. How long has the bank been using Bl tools?
<2yrs.
2—5yrs.
6— 10 yrs.

>10 yrs

5. What is the average number of debit and creditaus@
< 100,000
100,000 — 500,000
500,000 - 1,000,000

> 1,000,000

6. How many products/services does the bank offer?
<15
15-30
30-50

>50

61



7. What BI system do you use?

Vendor

Vendor

BOARD

Microsoft

Comma Soft *

MicroStrategy

Corporate Planning

Oracle

Cyberscienc

Phoca

Dimensional Insight

Pyramid Analytics

IBM

SAP

Information Builder

TARGIT

Others

62




SECTION B: PERSONNEL CAPACITY TO UTILIZE BI TOOLS
1. Please indicate the extent to which you agree thigifollowing statements.

Key: 1 — Strongly disagree, 2 — Disagree, 3 — Ngudr— Agree, 5 — Strongly agree

1 2 3 4 5

| have gone through sufficient Bl training.

My knowledge and experience in Bl is above average

| am very satisfied with the performance of paclsdge

used for retrieving data for analysis

| am very satisfied with the overall satisfactlemel of

the Bl solution?

| frequently use Bl as an input for decision making

| frequently make presentations that uses data Bbm

analysis

Management always employs Bl as the basis for their

decisions

| frequently use Crosstab Analysis

| frequently use Drill-through Analysis

| frequently use Dashboard

| frequently use Scorecards

| frequently use Data mining & Predictive Analytics

| frequently use OLAP

| frequently use SQL

| frequently use Plain Reports
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SECTION C: WAYS IN WHICH THE BANK IMPROVES

COMPETITIVENESS THROUGH BI SYSTEM

2. Please indicate the extent to which you agree thitfollowing statements.
Key: 1 — Strongly disagree, 2 — Disagree, 3 — Neéudr— Agree,

5 — Strongly agree

Bl tools are very appropriate for Strategic plagnin

Bl tools are very appropriate for Product analysis

Bl tools are very appropriate for Market trendslgsia

Bl tools are very appropriate for New branch analys

Bl tools are very appropriate for Performance

Management

Bl tools are very appropriate for Customer Segntenta

Bl tools are very appropriate for Market Segmentati

Bl tools are very appropriate for Forecasting

Bl tools are very appropriate for Operations Plagni

Bl tools are very appropriate for Pricing and ptadfility

Bl tools are very appropriate for determining iety

rates

Bl tools are very appropriate for Financial anaigti

Bl tools are very appropriate for Sales analytics

Bl tools are very appropriate for Operational atiesy

Bl tools are very appropriate for Customer relattup

management

Bl tools are very appropriate for Custonper

service/service
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Bl tools are very appropriate for Customer CredikR

Profile

Bl tools are very appropriate for Credit Risk Assaent

Bl tools are very appropriate for Portfolio evaloat

Bl tools are very appropriate for Quality analytics

Bl tools are very appropriate for Innovation

Bl tools are very appropriate for Security/Fra

detection

ud

Bl provides relevant information to me for decis

making

on

Greater use of analytical aids in my decision mgkin

Better able to set my priorities in decision making

Better possibilities for collaborative decision rmak

Improved the quality of decisions | make in t

organization

Nis

The speed at which | analyse decisions had incdease

Discover more possible solutions

| personally benefited from the existence of Bltlms
bank

Bl is extremely useful & important to the bank

Bl usage has increased my KPI's

Bl usage has increased my productivity

Bl use reduces operational costs
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SECTION D: CHALLENGES OF BUSINESS INTELLIGENCE SYST EM

3. Please indicate the extent to which you agree whth following statements
regarding Bl challenges.
Key: 1 — Strongly disagree, 2 — Disagree, 3 — Neudr— Agree,

5 — Strongly agree

Integrating the Bl tool with othgr
operational, performance management pnd

transactional systems is very challenging

Establishing and maintaining an
appropriate level of data quality to feed ifto

the BI system is very challenging

The quality of the presentatio

=

visualization of the information and

response time is poor or limited

Maintaining and managing Bl solutions

very challenging

Bl systems are inflexible and incompatible

Bl tools are very complex to the end usefs

Transforming the workplace from a cultyre
of instincts to one of data-based decisipn-

making is a challenge

Securing executive  sponsorship  gnd

financial backing prevents Bl adoption
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Lack of business strategy, objectives &nd

measures of Bl progress hinders succes

Bl implementation

sful

It is difficult to find a cost-effective B

solution

Overloading of IT specialists in supporting

Bl usage has strained the adoption prog

and utilization of Bl tools

LESS

Bl system end users do not know what they

want from a Bl system

IT experts building the system do 1
understand the business thus the Bl sy9

does not meet the needs of the Business

ot

tem

The company does not have sufficignt

expertise or is not able to hire su

expertise

Other Challenges:
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