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financ the cdu ·ati n f p r n. " h had n thing ut dream · l 

ibling hr thcr ·md i tcr fi r their labour. pra: r and c mradc:hip. I ~ ill 
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I he purpo. e f thi tud) \ a. t , lind 1 ut th \: B 

among c rnm r i I hank in Ken nd al the t nl o 

f B among them. fhc tud) I n all the ·L mrn\:r ·i.ll h·m th tl 

the time of the tu I . qu ti nnuir · ,... cot t th chief c. c uti c ami lin~•n c ,, th · 

bank.. he que. ti nn ire had open-ended and cl . cd u ti n • und que ll n requiring m .... , ·r nn 

u 5 point t:ale. 1 he r p n c ' · n t high as ·7 rc nt rctumc.:d the filled que. ti nn ir . I h d:ttt 

' th n c d d, d int a c mput r r gram and analyzed. In r sult ' n: pr • ·cntcd in th · I rm 

tab! . frequen y table and ross tabulati n . 

h tudy r vealc<.l Lh t th m in g al ·n a·r·ma tmwng 

rp rate cia! r p n ibilit , all ining market lead r hip and prolit hilit) 'c\cr I fa t rs uflc h:J 

(I rmulatlon and implemcntati n of 1 aL. rh main n · arc the hie • ccutJ ffi cr. avail 'hi · 

re ur e . man gcmcnt. mpctiti n and mark t ti rcc ·t han s r • i · d th ir , 1al \otithin liH: 

· ars and inv tmcnt in infl rmati n te hn I y. pr vailin 

mmitment and impr ' d cu ~ m r rvic were th m in t t r 

Jim tc. lcade hi 

mpan; perf~ nn 111 •• 

to t bank had poli ic · n empl ·ee com pen ation link cmpl ) c · omp..:n. Li n to rll n tr1 c 

and ha c their training need · a1Tc ted by changmg manag m ·nt pra ti I.!S. 

m ng re ·p ndent , 71 perc nt practiced . ut v.ith nl 2 r cnt ing torm 111~ . 

he cone ntrati n f th e ' h pra ticed was h1gh t am n • th lJU t d ank. p ·r nl) . I h..: 

BM wa a much admired pra ti iall; \ ilh allth s ' h p in 

it ' de ira le. f r m t bank . , 1 was n t the m in mana em 'Ol ~ ·u and lilt t I h.u:l 

practi ed B fi r lc than ·i. · year . 

\'II 



I he main pert nn un to J V I P whi h i ith th. p 

VB I. ·n1 • m i henclit. f B. t ' I und 1 that it I d to im in m ·nt 

mere •. ~d profit . cnh n cd strulcgy tonnulati n. imprmcd de i ion mukin un i nC'f't'·!l~i'·tt 

organizati n \aluc. I he m in pr hlcms cxpcricnc d in implcmcntin• VB f ' r~.: found tc be 

inadequate tr ining. diffi ulty in changing cultur . Ia k f · llllmitn1cnt, nu a\ 'lilablc ben hm rk 

and re ·i tance to change. 

In con lu i n. it ' (I und that B.1 w practi cd b: Kenyan bank • ' ith maj rit. 

finding it de irahlc. H WC\Cr. il ·cern that me f the bank . h d n l implcm ntc \! n, t lull but 

only partial! . It an thus be concluded that BM i well appr iatcd and th •, t nt (I U\\ n:n 

and practice i quite high. 
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II P ER l .: IJRJ)(JI 

1. 1 

1 he ~.; mple. ·it: and phi ti tion t m J m u in 

mana •cmcnt. 1 f n •ing \1tri multi a ted int nnl ti iti 

J with the !Inn' 

fc I \ ill · ilit t· the ptim tl pn 1ti 

mpctitivc emir nmcnt. 'I his is p . ibl all 

anlicip. tit n f m tr nmcnt I h ngcs nd impr cd prcparcdncs. for rc·1 ling 

internal r m titi d m nd. (Pear c and Robin n. _ I). 

m 

their 1nn ir th 

the un ted 

mpani 

ch ngcs c cry fi 

ft n fail t rc •niJ'c that th ir en ir nm nt. both m rkc nd r tt i n I 

car . u ·t mer rcquirem n and m •tith 

cv r · fev ear in m t indu tric . ·r hi means lh l I t )cur': \! inning tratc ) 

l da. •. I ·ing trateg and a · me me nee ob erv d, th r • ar tw< kind f 1m1 : thusc ' h 

chan •c and thri\' and tho · d n't and di app·ar Kotl·r 1 

'1 he rin ipal ap at fan. man erial appr a h 

incre cd profit tcgi 

impa t n b th the fi rmul ti n and implem ntati n f plan · 

' ill I · I 11 

ith 11 ynr 

Jn n .• 01 . I 

ar •uc that fi r a lirm 

purpo c i to make pr lit. but thL i. 

it mu t dcfin it purpo e. tan. t\.:cl that th 

linn·.- g Jls. the thcr •Jn har ·h ll·r 

, . lu . . r alu an be a hicv d and me . ured in a number of' '3) . 

lnten if~ ing f pita! mark l!. and in r in I~ th tnd 

p : \\ h e managers ar cnga d in ad -

hattie. ar putting pr > , ure n limt l deli ·er value t th cultur I 

heritage Hasp lagh t at 2 0 . fbi attl for u cc. h·. ~ r cd manag r t tum to m r in 



m nagcmcm pra tic s to h lp them rc p mu tt thi hatlr.:n . < nl) 

hi •h quality fim1 oing hi •h u·•lit) \\ork · 11 sur i\ c •I bal m iti< n. Add in lu 

nm i aid h. climinatin n n-\: lu dding wor or in clir 

l 'I\\~ ·n the wa. thing arc n '' 1110 th · ' y thing w lulu 

\\hi hi th 

rc 

uuld • w, stc of material. apital. lu l opportunitie r pet lc tim , c:n •. ur l lcru nd 

han. 1999). 

ne f lhe em rging management pra lice that fimts ha c turned to help them rn the h ttl 

for harch lder value i. Valu anagcment 13 1). B 1 owe its r t h I n st.rn Jill • 

financial thcol) hen: a firm creates vaJu only when it rcturr n it o l nl 

c· pi tal. 1 hus the true measure 1 pr fitability fa firm i the net pr fit left >\ r aft r c.Jcdudin • 

<.:h rge or the c t of capital utilized. fhis m asure i all d l·c n mic Pr fit I ~P . I h . idea nf I P 

tea he. people lhat capital i n t free but rather that it ha. u t that must be 

is rc ted for the 

I here are ariou \ ic' · on ' hat g V M pra t1 in · lvc . C nc i · that .t linn needs In 

<.lopt an P metric as a key me ur • f c rporate and bu inc p rfi rmancc. c nJ, i that 

m cntivc mpen ation mu l be ued t agre d up n impro cmcnt target in thi · • P m ·tric. r h t i 

if managers achie c thi target, th y are reward <.1 ac rdin •I . 'Jhird. is that it h uld le t u 

deli ate alance between short-tcm1 earnings objectives and I ng term growth g I. h ac nuntin 

r rca h when w rkin' LO\ ard ·a alu target e ta lishcd. 

r r man_ h br ught nl: mcdi cr(! rc ·ult. but 1 r a elect cv •• it' I I tn u 

:u tained increa! e in pr fit. and to k rice· ( Ha peslagh ct al 2 ). I h y argue th. t I r lirm that 

ha\c practic d BM ffccti\ •I} and for a 1 n time. tt h . be me a holt lie man m ·nt appr h 

th t cnc mpa · e: redefined goal . rcdc igned r ani7 tiona! 

:tratcgic and pcrati nal pr B Jpo r1 



unlca h a tcr sc\ I years nl' 

fused t ' th •r un ·r th..: O\;crriding u jccli\;c f pur uing h r I ldcr \; tlu ll II 11 th Vf I 

" oflifc 

1 cah) (2 0 I), state th·u th m tric th mpan) ch lo I 

sup rt strategi • als and cmpl ;cc c mpcn ali n mu t h \\ \\ell th y ol hie 

h ppcn ) dcv I ping I 

the prin ipal me ·urc f sue • · r failure. BM · ·:tern arc un ci cd I< reduce d c I 

g al c ngrucncc b tw n the bjecli es o ag nt (mana em nt and th l • th • 

( hareh l<.ler ), b m king manager think m r O\\ncr . Arne I ct ul ( ... 002) t tt 

l re car h b Kins y, hareh ldcr- riented hell r th n :-.th r 

e nomic stem and that th r takch ldcrs don t ufli rat th hand 

According t J ''ge 20 3), VB is lik I t h m r benclictal t c mpa i 

a ital-imcn th • ervic - rientat d om panics ecau n capital 

h yond the c l r the capit I. hi ias toward pit l-int nsc lim1 mean thut firm '' ith hu 

balan e ar g< candid tc fi r B. r. Kenyan c mrn rcial bank . . \;\h the lish.:d un th 

r held am rivate inv t rs h \C hu •c b, I nc he ·t cl.ui · to firm: 

f imilar iz in ther indu tri (e peciall) en i e-oricnt ·d . 

' I he i ·. ue mea uring perf~ rmanc . identifying pr fitahl• in' •. tm~.:nt < p rtunitic 

·c uring capital ~ r c pan i n arc central mana 'em nt c n em b< th ithin the prh·atcl. held 

banlui and the nc li ted at th to k c change. Due to thL re4 lll it i. im r· ll\ that b nk 

able t tak d antage f the ben fits f BM 



1.2 b nkin r in n~ a. 

ankin t r in Ken a i d minat d larg pla •e '"-h 

T). lhi trend h n t ch n d mu h • en th u 1h the 

ankin ra u I tran ~ nn ti n fr m a ~~.: and un ta 

t r d Thi · i p rtl} du t impro ing r ul t I) d the in rc. cd 

d r ulated. h intr du ti n of a p rli mcntary 

re ulat the int r t ban ommi ion and rv1 harge . \ ill "h n 

im I ment d ha,· ar r aching 

The I t tv decad s h n many cornm r ial bank th 

faJlin 'j th W8) id or oil p under th \\' ight f mi manag m nt and 

in lud ru Bank. rad Bank, Rural- rban r dit and K nya inance nk. 

Jn\' ha far d adl v h n makin Jn\' tm nt d n tr iti nal finan ial 

m uch di id nd p r earning p r p nd pri -

aming PI rati ially ' h n as m companie that ha\ e mad Jar e wmg · tw n 

r rted pr fi and I ar. 

fa ing th anking ctor h e n the r gulator r quir them t pu li h 

uart rl re ul in th pr , \ hich i li I to creat m re penn and pr ide a uide l 

e peel d perfi nnance. Thi will radically r du th hance f big surpri 

ank w uld fail vith ut n ti n 1d n a a wh I . han ' in the 

,.,.a_ land i char d fi r I nding purp impo ed • the g ernment mini try in charg f land 

matt r wi II pr \ id a chall nge t the ank . II the chall ng will m an th mpetiti\· and 

4 



rati n· l n ir run nt 'ill me ti r r th an · 

th If it th ar t urvi · tt r ) ·t m man em nt nd t v.ard hip an.: n cdcd t 

r their un; i I. 

Th an·m· a I t t ntial r O\\th and pr peril} iall v ith th h ng in 

v mm nt in th I th e n m inning 

r i hug . m n ank held K h: 4 

makin th igge t in u. trie In gen •rat 

h. 14 illi n in 2 v.h n lh eon my\\ perfi nning rl era I t n d l · d n 

ntinu t d mint the an xten i n 

their rv1 th rural ar and t th infonnal her gr wth i 

phen mcnal tar t Jntelli en 
' 

pril2 4 . 



1.3 m nt f th Pt I m. 

nt inK n. 

m amc ha t\:cr hip rep rte 

andm aztn 

r r I at d to ther c untri . lan 

tim fl m 'in und rth ir It. 

n fi und n fi ial t man) mp m 

ank in 

pit 1 h ld y th bank . has b en found t 

e n m}. are an imp rtant ind try in c untry. an m re 

m I'\ invc in th pr du tive tn 

en \:CI)' di 1 ult. \1an. 

m i 1 tement and in 

tile and h 

mpani ar fa ing 

ith r 

th hug 

c mpam \\-ith large 

th 

d 

employm nt pp rtunitic . D cern r 2003. K nyan ank held K h: 4 

gr \\th an 

billi n in a t • 

il on th big t industri in arket lntcllig n . and pril 

In ny n mpreh n. i e re ar h h be n arried t d termin ' h lher ank pra ti 

and ' heth r th r ar t thr ugh u h practice. 

arried r arch n the extent th B 1 and ra lice am n firm li t d at th 

air bi t ck xchan . A m ~ rit . 59.4% r v at d lh y ra ticed VBM. ear h •l ·ewher 

enefi cru to finn · practicing . Th re i ther tud the 

pra tic V am ng Kenyan c mm r ial banks t d termine th extent practic and t also 

find out wh ther the pr tition r find it n ficial t lh"m. 

ng\ ae 2 has rved th t BM h een u ed to h lp mpanic impr 

pcrfonnan . B fi use c mpany' manag ment n aJu creation and henc ignifi anti 



tmpr' ,. rail c rate rfi rm c. an m ani und r re ur t re tc m re 

har h ldcr -.alu . I h y tum in hi nyan omm r ial · nk ar tri\ ing 

d an c.· ted t tum t V 

ti n i h \ th } d n 

7 



1.4 f th tud. 

• ta li h th lent th pra tic o alu management \ B among 

• and appr iati n f th ncfi of lh pra ti c f 

mm r ial ank in K n a. 

Imp rtan of th tud 

• h tud ~ ill o im rtanc t c rpor t manag wh will \ ant t kn \ wh t 

tr tcgi th ir com 

• Th ·tud will uild 

imp rtant indu try in th 

practicing to nhanc hareh lder alu . 

ar hand hed light n the pra ti 

• ch Jar adcmician and r ar her will find th r earch important 

wh \\ uld want t furth r re earch n B f practi n fit and th 

rate r orman · 

B I y a \. I') 

n 



ppr man un the w rid. Uln all rcating 

value. hi 

"'r up. 

n'crge. the) realil' that" rkin t 

h m fth ir wn ti 

Jl finn are in th 

bu ine. mu t make th m ptim I 

nl with th 

difli r nt 

th r t realiz th multi at. 

t al2 2. 

o m r apital. B 

f the apit I at i di sal. 

th eh I cr 

r gr up · n t alv.ay 

fthc finn i the nl} ' a: 

pit I i ar e. 

thu t find 

f u ing th capital a ail bl . i m an manag r ar pr cupi d with th 

pursuit f i ntifyin r li ble in e tment pportuniti , m urin p rfi nnan and • uring 

0 

f alu in th ir finn . 1u th y mu t, lik • in 

kn ' ju t wh t as t th ir firm wn. ' h th wn th m, wh t th paid fl r th m. nd the 

r tum th ult n t I 2 

an cri a a m nagem nt ppr h phil ph 

rna; 1mu hareh ld r vaJue } pr ducing return w II f apit I or n al h 

d fin d a ram w rk r measuring and, mor im rtantly, mana ing u ine. '. t 

ng-t nn lue [! r har h lder that sati fie b th the c pi tal an pr duct mark t.. 

R ward ar measured in t rm f enhanced har pri per rmanc and di "dend gr w h m I 

et aJ 2 02 . B can aJ b d fin a mbinati n th t 

9 



eflccti I. arm th mpan~ t uc in th b ul a' inst c mpetiti n r m lh ut ' id and the 

in tituti n l imperati\'e m th in id . Th lief ' principl rm th oa ·is fa 

t mat i uppr a h t a hi •ing the c mpan) · go\-erning bj tiv c I aggart t al. 19 4 . 

cncompas · hareh Jder value cr ·ati an <.I \\ ·n 

mployec c me a dri\ ing phil phy. F r e ample KP • ( 199 d fin 

BM mana ment appr ach '' hich pu shareholder alue creati n at th cent r of the 

c mpan. philo oph . Th maximizati n of harehold r alue directs c mpan. trateg~. tru ture 

and pr ce es: it g em executi e remuneration and dictate " hat mea ures are u ed to m nitor 

pert! rman e. 

In general the di tincti e feature f alue-based management can b explain d thu . Fir t in 

terms of managem nt fl cus. 8 is a manag m nt t I, a contr I s stem, an apparatus that i us d 

to integral re ourc and task toward the achievem nt of stated organizati nal g als. The g at 

are ari d as organizations ar but VBM creates a distin t focus. e ond, in terms f appr ch and 

pro es, BM j a pre cribed and usually rep titious way f carrying ut an activity or a et of 

acti ili s that propagate its alue all o er the organization. It i a robust di iplincd pr ce that i 

m ant to b apparent in the heart of all bu ioe s deci i n . Finally in tenn of rna imizing 

harehold r alue r reating alue creating opportunitie . VBM purp e i to g n rat as much 

alue added or net worth as po sible. in other words to distribut the gi en re ource to the m t 

aluable in estmen . This maximizati n invol e crafting a winning strateg ncompa ing thical 

practice . having a clear forward i ion offering progre i e and rewarding career , generating 

superior returns to hareholder and practicing a sustainable production or service phil ph 

(Am els et al 200- . 

Re earch conducted by Haspe lagh et al (200 I that covered 1862 large companie in rtb 

merica. the nited Kingdom rest of urope and sia found that VBM was spreading fa t aero 

10 



h vin d \\ith 

fhi m n that th pra ti 

nd 

1 

h ultur and p r[l nnan m ur m nt. In th 

d )' in r r ' 

oft n th g ~cmin, idu J in me th ry appli d t 

r ' I that n t ev ry gr \\ th d thing t pur u . ana_!ement m r• and m r 

realil th t tr diti n I earning m d n l r n tth real aJue r ali n. Th tra iti nal 

metri • unting a d n t take int a 

mflati n. n r rtunit)' t \\ rt all thi ' th \\it h r m 

managin [i r earnin l man ging 1i r alu . 

2.2 li in B t rp rat al 

r effe ti e a mana m nt practi e, it m help rgani7ati n 

achiev their goal and li e their piration . 

p rfi rmanc m a ur t th rpor t and 

c nt th prin ipl f differ nt ac unting [i r di cr nt 

In r ent time , usin e e uti e ha e c n entrat n impr rati 

u h manuf: turing, ppl hain. ale and mark.etin . iti have 

not that r ult in impr vement that d taina 

the large maj rit f large han ha e iled t pr duce th r ul 

r as n that th y ar mi ing an imp rtant ingredient. Thi ingredi nt i a I k f c rre p ndin 

chan and in the organizational cuJtur . I k f change 

I I 



ani in d plo d and m d in th futu 

hip d unta ilit. balan d th \ aluc 

~.:hain. nly c.:rvc t und m1inc the u. t inability of th 

r r 

· ential mana ment pr·oc(:ssc::s 

tar •ct t ing and p r rman m urcment ) t m ~ rm ti n. B 1 c mmuni ati n i c entia! 

nd thi , uJd in ludc ni r manag mcnt I der hip and mmitm nt, training pr gram , nt nt 

k a ti\iti [I r mpani implementing B in lud 

definin 

value t 

, tran latin the alu target into erational measure , c mmunicatin ' th 

tting appropriate e ·p tati n m urin p rfi rman e, establi hing cc unta ilit 

and aligning th ·value tar t with the Ianning pro e 

T h ad pti n f VBM y t m rna 1 ad t crp 

differenc appear betw n their pur ·uit of alue and i mpanie have 

tangibl and intangible. Th as l can all w th compan to tap int untapped alu " h n 

alue creati n p t ntial and reality i c mpar d regularly. cc rding t uh n et aJ 

2 0). a compan real valu b c mbining and r combining all i different 

t [i rrn i ec n mic D . F r exampl , the illiam om any i creating alu b runnin 

fi thr ugh it natural g pipeline and leasing them t t rt-ups in the 

tele mmunic tion indu lr} . en rat lectri creal . alu ia i apit I el'\ ic financial 

annuall tarbu k , the ialt) offi 

r tailer, create alue b turning its gen r u empl yee b n fi 

m titive ad antag . 

J_ 

o k opti n pa kage int a ke 



.3 In \ II ign d B 

I ul ful \ B~f 

m h m r th n th pr fit m tri k m ur o 

peru m1 nc . n t n 1mpr 

ul fundam ntal han , in th mpany" ultur . I h 1r 

h ri d bel vv. \hi h •t up a virtu 

h n fit a [! undati n [! r u tain d aJu cr ti n. Th fir t ke Jemcnt i 

an xpli it c mmitm nt to · lu , whi h me apparent t wh~n th c m an 

r aJ t uid and tret h ut th ir thinking and ati n an int n i\ 

train in a large num r of mana er and mplo in th harehold r vaJu re ti n pr 

in th v arene f h w their an ntribut ec n mi pr fit cr ti n. fi nn nd 

lcmcnl. Buil \\11C hip i warding large num fm nager 

pr fit m ur h a • itive influen 

f \\11 hip. 

fi h m in lement 

wcring b ine s uni i th unh m in el m nl. 

e m t im rtant rule c n crning 

th ad pr gram are, a iding a untin c mple. ity, id ntifying th lu dri r . int grating 

ud tin with trate ic plannin an tly. inve tin in in rmati n tern t d cl pan ,eraJI 

rporat tratcg . A clear ·pli it c mmitm nt to 

fthe 

Jr 

impl m nt tion pr e . h in" I em •nt f th 

pra ticc. 

r ·alu nd inten iv 

ituat d 

fa t r 

ining [I r 

ginning 



-.3.1 m nt nd mmitm nt 

lh l pIt to th imper th m imizing har h ld r ,. luc 

lh m tnt ti mparu m t in uncquiv ni r man em nt 

n en u ur und lh Th } must h vc a lid analyti al under tandin f \\ohi h 

rfirrran dri ·e th valu f th mpany. lh team and m n trat it. c mmitment t 

th irnpl mcntati no \ B t ·pr 

und rl~ in • fin iaJ 

implem 

in) an mtcr tin th 1mpl m ntati n pr 

m ur. and 

rp rat> t.. 

r ,qu l)ingth 

ing h w the 

uti\ · an h \\ th ir upp n y h lding mp rum , pr \ iding 

. an c mmuru atin th ' lu tar ad quat r 

mmitm nt the chi f uti ffic r c mmittin th c mpan t deli rin unmatched 

hareh ld r alue is n d d. 11 h en e ample of mpanie that h h th ir hicf 

uti p nly tating their mmitment. bank pic and adbury 

n I ar \ idenc f c mpani s in Kenya tating th ir plicit mmitmcnt t rcatin ' 

c plicit mmitm nt b)' the t p e e uti al tm rtant 

r ult th tud ngwa 20 2 h influ nee f chi f x uti 

t dri r f c rp rate poli yin maj rity f th mpani he urv d. 

2 .2 

J Iaspe lagh et aJ lm t 

th 

th) 

in ol\'e 

in re in e ery ne· wner hip stak th r [i re in th pr ram. In th ir 

re arch, th y fi und ut that c mpani 

mploye om nsati n to a hie,ing pe ifi 

and adbury 

aJu add d tar 

thcr for a that mpanie n d to link inc nti c mpensati n to p ifi value dri 
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' Ju mctri . t t:thcr ith valu mind~ t. v.hi h i den ted ru th w man g ment 

inh.:rn li:tc · the ide t har h ldcr \·alu imcn i ns in aluc thinking. fhi i 

fh organizati n n ds t b ubi t p n.: ui itc I r m ing value hap n ( land et I 2 

m 1 e Lh right tru ·tural de i i n. fo u · n the hallcn · o tr amlinin the rganization and the 

n and · d en.e cust m rs" rldv.ide. 

II ·pe. lagh et al (20 1 , tat th t a finn n cd t make r ad change and n t deep n . 

The compan n ed to make BM te hnicall imple. l-or c ample, w (a c mpan ~ used 

on eas L u counting y tern pplying one t all units. It n ed 

rnploy alu reati n b. identifying alu dri er at ach le el. It aJ o d to integral 

udgeting with trategy planning. L tly th company need to in e t in y tern pinp inl 

pr du t, crvice, market and u tomer alue, with which t a s each unit ' c mpetiti e p iti n 

BM a that employe wh 

understand the impact their jo have n compan) performance can tum ar und an ailing mpan . 

2.3. mmuni ati n nd Int mal c ntribution 

rding to the rp rate ecutive B ard (2 02). communicati n 

emplo e to und r tand lh c n ep ehind alue cr ation and di cover h " the decisi n the 

make c ntribute to the alue target g al. t only i communication an opp rtunit peed 

implementation but al a L I to impr r ults r alized during implemenlati n. ssful 

mmunication typicall emplo the foil wing tra~ gi . Repeating th ke 

ers maintain focus. h ighten a" ar ne sand build under tanding. cond, b integrating 

the ch n alu target into c rporate activiti . Third. tting reali tic tim xp ctation . that i 

allo\! the new de isi n proc s timet taker tat all the op rating le el f the mpany. urth. 
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uhur • the 

int m I nd 

u t mer and mpl * 

Im I m ·ntin \ 

• al nh n 

d 

1 an hurri d n ultati n and bu. -in. 

h uld pply th · me c mmuni ti n tratcg. f r 

ati n. I h ~ ug . th in\ tmcnt mmunity. 

all ' ith the 

nt. 

apabiliti 

h bu ine 

-h riz n and m ti ati n t 

mana . lhi an 

rp r t 

d n• b 

a \alu ent r. wh re it und rtak : 

a analy i f th un riJ ing attra ti ene it gment and it "'" r lath· 

c m iti n nd m up \\ith fe" trat gi pti n . 

2 . .4 I pm nt • nd D plo m nt 

Th re i · need ran o erar hin m in d "'i th rganizati n tru tur that ·up rt 

th ch d n the th appr priat 

ompetiti po iti n n the fi d ant g . 

c rdin to t al 2 2 , arak n iate h e de el pcd a uni\'e al 

frame\\ rk for trateg d el pment. Th en i i n thi a primar 

d I. Th Mar n fram v ork is b d n thrc hara t ri tic . ir t fall, it n 

. it i ns qu ntial which implie that th 

di. us i n. 
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2 :: Pr ~ rr d t tri 

lh nd d ign tc th lu m ur " ith whi h p r nn n c and 

\alu n i t be judge rding t me 1 2 n t\\ith tanding th fa t 

h I \cl h di r nt trat gi im rtant that th y ar • II link > the n 

'mm n har h ld r alu . 

\ rdin t th rporat ·ccuti e ard _ 1 , wh n tran lating lu targ t int 

b er e thr 

prin ipl n ere t finan iaJ and n n-finan ial g aJ n k y dri er . w , t il r th 

targ di rent level " ithin th organizati n and thr e link h rt and J n -t nn targe t 

en ure th t the lar r ·alu tar e \\;11 m t O\ r tim . Thi rn an that peratin man n d 

to th alu reati n potential o a1t mative trategi all th time. The r [i rred metric 

u d to in e lm nt traL gie , in the earch or acqui iti n candi ate r merg r 

and c ui iti n and in all eating rc our e t di erent u in unit . 

2 .. mpl du atioo and Tr inio . 

h trainin and ducati n pr gram h uld up rted b the ap intm nt 

BM chan e charnpi ns or ilitat r thr ugh ut the rganization, wh h uld (! u n 

popularizing BM change pr e erv the c t champi n dri implcmentati n 

and n ur th u tainability of th alu cr ation as a core hi f e. e uti offi er 

h uld 

. managin fl r alu i 20% a ut num r and % 

a ut th p pJ . ause pe pie r te alue. u cc ful V M compani train aim all 

manag rs. hey al o train a larger p rtion of their entir workforce than unsuc e U1 B 

companie · do. rainin program all em pi yee to ask que ti n and build their und tanding 
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> th B t initi ti hi h ullin at I~ help r Ju the an. i 

mm n m mpl )C urin th 

h ' th mpan) i impl m n in th pr h. 

2.4 h fuln of B Pra ti c t a mp• n: 

d r ·i tan c iatcd '' ith th 

rve to impr ' 

I r mpani ur c n impl m ntin and u t ining a 

• it mu t d ri u ful n fi that B 

LUI tc .. \: mut 

t or el it ma 

B 1 u uall inv h h y investm n in in 

n fit. m t be I r and ,.. rthwhil . 

thu . 

n t e a lu 

i ttm f it.· \\O 

m r th n i 

er nd e 

y tern and trainin , hen th 

M appr ach an b xplamed 

2.4.1 li nm nt nd Perf rm o lmpr m nt 

B 1 a trat gy. y mean. f alignment and m in aJI ·ati n f the 

rganizati n· limit d re our h e n e n t pr du ear marka le perfi rrnan r akthrough. 

n valu creati n; hen orporate perfi rman dri en an dir a et 

o oal . The g al I b tt r or up rior rfonnan du t th tin th 

pcrformanc tar •ct . In al an tter d fined aus f th uni nnit. r mm n 

language ro 

Ha pc lagh t al 2 tate that diagn i b d n anal i i onl a tarting p int fl r 

d velopin a n ' valu rate trategy. In m ompani th portfi li diagn 

e tm nt . B fi r e ample initially di d m t it bu ine 

u id f r tail b nkin . and aJ old ff mo t of i int mati nal operation . 



A .... .nh n In" tm nt 

ml 

Am 

ith VB 1. in mm n hurdl rate 

rtunilie m r criti all} . 

p th ir ovm a qui iti n trat gy. whi h will 

' m nt in their arch r a qui iti n andidatc wh m m r vatu 1 fl r th ir \\n 

II 

r defin the natur o 

t \ n th m. 

pr ,j c d ta and in£ rmati n t u 

in management in rmati n 

, ,,h ,n imp! m nt d uc full . h Ips 

r lati nship and n w alan ed partn r hip 

uir men on upgrading mana ment infi rm ti n · tem · 

mpani lik Daiml r. D wand II 

n ure c nun nality f infi rmati n 

\ 

very clo cl , w II 

mpanie at 1 t ti trat 

tr teg and budg t. 

and the pr ~ t appr at r 

2.4. n II o and ultur I r n f, rm ti n 

m I et al I) relat d t th 1mp t f alu d management 

on b th e t rnaJ an intern I mmuni ti n, i th in ucnc n lla rati n. M king man cr 

into \\11 r ·nhan in thinking to\! ard rati n. n : a th 

onJ) measur t pursu r du 

makin 

d con ion in th rganization and impli 1e 

I I int ut th t pr ide fi u an clarity the rridin 

guiding prin iple, pr ide r peat d r inti rcemen of har h lder alue th glu bindin th 

mpan) · s tru tur , mana ment pr ce and s t m , and put a big nus on the p ple to p nd 

th r t impl ment th pr ram uc e full . Chi f e e uti e o k for B 1 
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tcnti I a cnt ultural tran fl nn ti n. makin ' f) 

n h uld in a 

r anizati n. 

2.4.4 P rl rmanc nag m ot R " rd and r· ining 

· and \ id 

. tart n a 

mmunil.ati n f 

B \11 enhan . lh per rman man gem n t nd targ t 

perfonnan e. r ard and 

tting in an rganizati n. 

v lu targ an mpen ati n \' ithin th 

r aniati n. Thi 

ti d to mplo. 

ill u ually in,ol th rc tion integrity and mean that per[! rman 

ntra t re era ted and h n red y th th hi f ex cuti e 1c ran th bu in . · unit . 

r\1 that th fir t uildin bl k relate t th ail ilit fa I rl 

define lu - r atin trat th im rtan of li nm nt tw en 

the tar e and the pe ifi alu dri r at busine unit I L Th tructure p r 

uring which th re ul are di uss d in r lati n t th k y p rforrnanc imperati PI ar th 

third fa t r. Th e PI r op r ting , . lu dri ar u eful r wardin 

h uld d pi y d thr ugh ut th ntir organizati n. on ntrating n t p I I fi t. r ha\ ing 

r I the y fi r r lati e perf; rmanc . 

nhancem . as th ar helpful t Is t d m n trate h ' th dail d 

indi idual. ind p nd nt fth ir I vel in rgani/.ation. ec th h reholder alu . 

2.4.- n bl B ochm rlon and t ·in d 

mpani pra ti ing can it. n hmarking am ng their p cr • \\-hich 

ena le them to determin th ir r lati e com titi iti n. 8 n hmarkin i relat d t 

vatu b d m tri uch as T tal hareh lder Return (T R) r Econ mic aJu dd d . and 
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an r~ rmcd · · d n kc: m n gem nt pr"'"~·~~~·c like t t gt plannin 1 • r 

and mark t · lu add d. 

II pe I gh t aJ (2 , ·tat th t mpant are a d with unrelentin pr ur fr m 

hareh I r r hi •h r rfi rrnan and th hall n ta. ah 

·turns r l ng-t nn \\th. fh y n lud , that alth ugh the) arc le 

an_ inc.: a ut th ability f to r; ter inno ati n an growth e ntial in r dient fi r the 

pursuit f pr fita le r wth. the r c rtain that, B when applied pr p rl a 

agent will l e a great de I f mpan pro lcm and will put pr fita ilit ba k n tra k, lc ding 

ustaina har h lder ' lu ere ti n. 

2. B P rform nc M tric 

Th r are era! traditional mancial metric that are u d t m ure and mpare c mpan: 

p rformance that ha\e been a plied er man nturie . ccording to Pande) ( 19 9) and 

an ·ch (I 0 . the main er rmanc m asure , which have a dir ct impact n har h ld r 

value, can be li ted Di idend p r hare apit I mpl y d R . R tum n 

har h Jder quity, aming p r hare P ) and Pri aming rati (P/ · . 

h financial m ure d cri d abo\e ha eral v eakne . v hi h m n the) re n t 

efficient indicator of c mpany performan e e pe iall ' h re a compan h a large capital 

har h lder fund cademic and nsultan ha e me up with ther p r rman metri . 

which ar founded n hareholdcr alue. Th ne metric are meant t addre the w ak.ne f 

the financial measure and include, Ec n mk Valu Added V nomi Profit ( P). arket 

Value dded (MV hareh Jder lue dded 

Ilaspe ·tagh tal 2 1) Am Is t a1 2002), and 

abo e p rformance metrics as th c mer tone of th 

VA) and tal hareh ld r R tum R). 

M narnin I 999) ha identifi d om f the 

BM proa h. 



t I 

Thi. ppr ti\C a qu t d rnpany . [t i t t I 

Jd r r tum R th t i • hare pri n plu · di\id n h B ul 

tat th t Ri appli d in 7.4% th rt d t d 

R r pre nt h ng in capital value 

dh;id n . e pre d a lu r minu rc nt ge f th h f 

Ri that 1 t cann l eu d t lculat har hold r return t bu in unit I cl 

market ri c ). or p ifi produ t mar l gment r r n n-li t d c rn ani nd it i dri n b · 

ntrol f man ment. 

2.-.2 ark t alu dd d 

Thi is the difference twe n the equity mar et aluati n fa c rnpany an the urn f the 

dju t d k alu . Thi mcth d i uniqu in it ability g uge hareh I r valu ere ti n 

ca it apture b th \aluati n ( harehold r w alth an mar et a · m nt of 

mana cne hav p ition d th mpan n th I ng term. 

The B ulo urve tat that M the mpanie that rc rtcd t 

u alue-b ng\l a< (2 2 , h \! ed that 52. % re p nd nt 

com pam !aimed t e V metric . 

2.5. con mi alu dded 

fhi a traight[4 n ard anteced nt f r idu I in rn . It i al call d 

P an h e n dvocated as the tru m ure of a c m an pr fitabilit . It i c lculated y 

u tra ting a t of apital fr m th op rating pr fit fi ure. hen V i pr ~e t d and di unt d 

t pre nt alu • it a count for m rket alue that managem nt add to or ·u tra fr m. th c ital 
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mpl • h:\ ·an 19 9. 

for n n-li ted mpani b us it ass1essjes 

rath r than nits market value. 

ur· 

tim ted alu 

a pi 1 charge n the finn· e n mi k vatu 

oul 

rep rted to u 

t aJ 2 I). urv ) tat th t appli d in 47. % f th c mpanie that 

alu -ba ·ed me ure . In Kenya tudy • wed that 8 .5% f 

re nd nt mpani s claim d to us metric . 

2.~.4 har hold r alu dded 

ren twe n the pre ent valu in r m ntal 

cash fl w b fore ne in e tment and the pre nt alu in e tment in fixed and w rking apital. 

VA depend on eral kc alu dri ers u h as sales growth. perating pr fit margin. h tax 

rat , fi d capital need , w rking capital need, c st of capital and capital planning peri d r aluc 

grov.th duration. A i u eful in helping managers appre iat and und tand th d nami f 

alue ere tion. 

he Boulo t al 20 1). urve) tat that V i applied in 7.9% of lh c mpanie that 

rep rted to us alue-ba ed measur . ln Kenya, stud b ngwae 20 2 h w d that 47.4% f 

re pond nt companies claimed to V metrics. 

h a in akn or F ailure of Pra ti 

According t a1 200 ). one pr bl m that mpanie enc untcr \l hen 

intr ducing BM is that it r quir a fundam ntal ultural bange. H we er. tran rming b lief in 

large or anizations i arguably th mo 1 diffi ult of all mana erial hall nge . may al 

fail ause th c mmitment of th and chief xecuti e officer ar in d ubl. Many 

_J 



mpam ilt m· · th1 mmitm nt · pli it fl r ·amp I %in th II 

urv }. m ani m ) il t m . pli it mmitm nt th [I r ant ni110 ' 

th oth r tak h ld rs up t I % nd n ). 

th r mpani il t m B 1 f ilin t 

training t . ln th H c mpanie 

r rt d ha in trained 7 % f 1h ir mana m nt nl _7% th 

compani d r p rted imilar training. Tr ining h uld u uall tn e m r than ' 

I ad t hake ut am n nior manag ment th " ho [; il t g t thin Mway. 

fail to implement c mpen ati lu tar • 

\\her mpl 

fi und 

a clear link twe n th ir p and p rfi rman e. Hasp lagh 

mpani had a larger numb r of mplo e in th ir 

u ce ful VBM c mpanie int gr tc 

th ntire r ur M. 

ompani th ir pr gram ntir ly on han ing th ir ac unting an 

mu h tim and effi rt in d lopin and ppl ing mple me ur of p rfi rman e. 

B 

ucce call r in e ·ting h ) r ur e n managcm nt infi rmati n t m · 

th t em alu . Many mpanic ail t mak th n re ur c 

a ailable ith r du t limitation f re ur e r failure to VB . 

c mpanie fund mpl t trat rath r than di fl r th r ati n a 

\ilrtu trat impl ment d o r many ars and ycl . 

B on alu ing alu . H v ·e r. it rna. 

tj that d e n t d ju tice t th multi· ar u d that thi [I u depi 

dim n i nat r quirem n m d rn u ine management. It rna not qu cze a 
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hareholder m d I. and c rat rfi nnan 

m ure b alu lher than th capture VB I (II ' I 2 3). 

2. Th R ali ' f B in en •a 

mpanie m nya ha not been known to be fervent pra tion rs f B . Th m in 

forum \\-h re compani exp und n their prin iple and ar in in e t r ricfin s carried 

out by m t li ted c mpani , annual finan ial tatern n rts filed with th r i trar by all 

companie requir d by law and by using rp rate ne\ lett r that ar publi h 

k at m of the tatements r veal that compani in K nya d n t d tare . pli it 

commitmen to harcholder alu . Wh th r thi is du t the fact that nl a m II min rit ( 4 

compam of compani in K ny i li ted in a sto k exch nge and henc qualific t b publi 

companie or it i du t the d cility of shar h lders has not en detennined re arch. H w cr 

orne K nyan companie ha e tarted to xpli itl commit th m I cs t th g al f in r ing 

hareh lder alu en from tatemen made in th ir annual r p 

• In th 2003 financial stat m nt r ast Africa rewerie , the chairm n tate th.t. 

·•c rporate g rnance i by wh.ich companies are dire t d and c nlrolled with 

the ultimate aim f achl ing har h ld rs long t rm value while takin int a cow1t the 

intere t of the ther tak h lder . 

• In i ~ r 20 3 (a fir t of its kind in Ken a) ritish m n an ac 

tate that it vision to achie leadership of global to ceo indu try m b th a 

qu ntitati e nd qualitati c en e. We eek n t nl to ntinue cr ating long tenn 

t inable har h lder alu , but t lead th t ba 

ial res n ibility." 
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m ·ure in di'i i nali d m an1 · m en ·a. 

It main fo us wa n traditi nat p r rmanc m ur mcm and did n t d I v ith em r nt 

pcrformanc m tric v R, r 

urv n the practice f VBM c mpanie m urv fi c ed 

on c mpanie li ted at th rding t there ult fth ur m ~ rit_ 

nden 

tudi her in th w a great r num r mpani 

2 urv d b 11 pe lagh t al (2 ur ntinen ·. r 

th 

led th t 

majority pra ticed V 

admir d c mpani 

tud allace-11 , using th rankin ' rtune m 

eh ld r nefi and m u tat databa. e t 

omput M r ealed that cr ating alu a pr requi it ~ cnhan in tak hold r n •lit . 

Therefl re. mpanie th t fail t add alu th ir har h Ide en rail ended u ailin' t 

pro id [I r th r akehold r . e c n lud en rail d w II ) doing g d but 

e time. th ) m t d \!\ mpanie · to m ra the pra ti 

of 8 in n a \; h ther th li ted r be pri aL . har h ld r alue i f im rtan c t all. 
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H R y 

. J 

R ar h d ified xpcrimental. urv ; , c tud ·, ar hiv I anal) ·i and 

h1 tori I d ign. rdin to m 

mmunicati n used to gather primar ur c data. It i al o a ram v. rk [i r 

r lati n hip am n th tud •'s ariablc , tarting with a cle ti n plan, nd ty • 

d to answ r the que ti nnaire. 

The r ear h us d a urvey de ign, thi " us th re arch ne ded t 

data fr m all rc pon en of the tudy at th same tim urve) d ign " 

I sili d } the 

in rmati n 

tandard 

~ he ·t 

uited {; r the e requirem n and also aus it pr id sa mprehen i e b [! r 1al_ is and 

c uJd gather primar infi rmation pecific to thi ur cy. uc t the fact th t th x ricncc of th 

re nd nt " a sought. a urvey de ign w consider d mor appr priate . 

. 2 Populati o. 

Th number f pcrational comm rcial bank in K nya in year 2 5 i 42 with 7 ·mg 

li ed at the airobi tock chan e and the oth rs ing unl i t d and th refore n n-pu li . 

th diver ity within commercial ank in Ken a. it n t appr priate t am le th m [! r thi 

tud} ut r ther all them wer urvcy d. du th anticipat d di crgcn in wn r ·hip, 

tru tur and th e perien m ing part f large multinati naJ gr up . 

oth in parastatal, v hjle oth b ing mall indi en us, it was m r a propri t t in ludc th 

\\hoi pulati n of omm r ial anks. 
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. A ata nal · 

ata oll t d wa ta ulated. ificd an ed. Th ing \1 in u h a i t 

n. t ulat and lyz th nn tr r ch he 

r pond nt . rder t de vel p ummari k [I r p Hem and en bl th~: 

appli at10n hniqu .Th p mputcr d t e 

anal. 7. th data usin analytical tati ti u h di tri nd r 

ta ulation . requ n y unt rc ult w in man) · perf~ nn d. 

Th r ar h analy i did n t r 1 preliminary pr blem th t mu t ha e e n rrc ted 

fo r ad anc d mm n 

r m st applied analy i wa u d t d t nnin th t nt f the pra ti of n , the 

re pond n . ariabl with th highe t con ider d t ha be n m re pre[! rr d whcrca 

'aria I cho n I t or by th nden t effect. 

influ n e r to be least us d. pr erred r applied. ther r ar her ha e u d th an 

m th konge 19 and ng a 20 2. 
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: I 

a qu tionnair . h d t w 

and r liabilit d · re fl und. th re ndcnt ' · 

c nta t d nfirmati n. n data thu ed int c mputcr pa k 

aly i . Th anal 1 " don and th r ulting infi rm ti n pre ente in th fi rm table'-

de- ripti tali ~ tic frequen diagram • and ro tabulati n . The anal i w m ant 1 

th xtent of B practic and th xt nt f awarene and appre iati n of th b nefits f BM 

am ng comm rciaJ banks in Kenya. 

Th qu ti nnaire was nt to all th perationaJ comm r iaJ ank in K n a at the tim 

tud . Ther were 44 commer ial bank when the tudy c mmenced ut tw ank ha •nee 

merged an on closed befor the study could b finaliz d. There wer th refi r 42 

rc ·eiv d th qu ti nnaire. out f th e. 24 r pre enting 57% re pond d and th ir rc. p n e w re 

thu analy7ed. 

4. I n th of p rati n and r bu ine . 

The able 1 a and 1 b elo summarize the b nk a cording to the length of tim in 

~ c r the have n operation I in K nya and their core bu in 

Tahle 1 (a) : Analysis of banks by length of operation 

.\g_e Frequency Proportion 

1 0~1 0 vrs 4 17% 
1 tl -20vrs 6 25% 

21-30 ~ I 4% 

11-40 yrs 2 8% 

Over 49 y~ 8 33% 

'\ot Indicated 3 13% 

TOTAL 24 100% 

\ourcl! Questionnair . 
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Thr e r p ndents did not indic t th • th • rc t ofth re \c : ll! than 

I 0 years 1 7 percent bet w en 11 and 2 and 30 ar 4 p rcent. 

betw n 3 l and 0 year percent and ab c 4 

Whenb w re asked t us in were able 1 ( b b I \ : 

6 
9 
0 
9 

rhe re ults h w that: 25 rcent were in th corporate bu in , 38 percent in retail and 3 p rcent 

wer in all the three categ ric . When the ank are further analyzed ba cd on the trength f their 

tafT complim nt, the following arc the results. 

\ ording to the urvey ( able l ) abo , 54 percent of th re pond n had les than 2 taff 

an only p rcent had more than 1500. his implie the anking ect r in Ken~ a i mainly 

populated b. mall players. wh are largely unquot d in th t ck mark t and ho haw pcrated 

or a period of les than twenty years. 
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4.2 mpan at ion tat m nt. 

The study ught t g t r sp nd n to tate th •ir main goal -, isi n and mi · i n tatem nt . The 

re ult btain d ar : 

Tuble 2 (a) Do 

Fr m the able. 83 ere nt had mi si n tatem nt, I p rc nt bad cl ar g al and 79 r cnt had 

'1 ton tatement . h n th re p ndent ere ked t clas i their bank · main goal . th re ult 

\\ere as h wn by able 2 b below. 33 p rcent tated that th ir main goals were financial: n ne had 

non-financial or cial goals as th ir main goal . How er 7 per ot tated that their main g at 

were financial, non-financial and cial at the arne tim . 

Pro rtion 
33% 

0 0% 
0 % 
16 67% 

SfJurce QuestiOnnaire 

funh ran I , i w undenaken by going thr ugh their writt n i i nan mi i n tatcm nt . ·1 he 

analy is re ·eats that able 2 c beiO\ . anking companies tat ments put mor mph is n the 

follm ing factors; 3 percent emphasizes maximizing shareholder alue and in olvem nt in 

rporate cial rc p nsi ilit 5 percent on attaining mark t leader hip 54 p rc nt pr fitabilit 42 

p rc nt pr duct inn ali n, 33 percent ther financial go I and 33 percent ther n n-financial 

goal . 
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.t3 act r that f~ ct ormulati n f mpan) oa t '. 

The re ndent ~ re a ked t cho among e cral aria le th eil ct th y h d n the 

[I nnulation and implem ntation of com pan} goal . The re p n n a fiv p int · ale r nging 

Table 3(a) E.fli!cl of the followingfaclors on goal formulation 

Minor Effect Moderate EfTect Major Effect 
Frequency Percent Frequency Percent I Frequency Percent 

( hief exec. Ofticer 2 8% I 4% 21 88% 
Board of directors 3 13% 0 0% 21 88~'() 

\ vai I able resources 0 0% 4 17% 19 79°o 
~cnior management I 4% 3 13% 19 79% 
lom~titivc forces .... 13% 3 lJO,'Q 17 71% .) 

Market forces 2 8% 4 17% 17 71% 
1\onom ic forces 2 8% 4 17% 16 67% 
Cimernment policy 2 8% 5 21% 16 67% 
\lission statement 4 17% 3 13% 15 63% 

1 1-.:ey shareholders 4 17% 5 21% 14 58% 
l c_gal requirements 5 21% 5 21% 13 54% 

l . mplo~ccs 6 25% 5 _I% 12 50% 

L lndustr~ rcgu la!Q_r 4 17% 10 42% 8 33% 
~ •urce Questionnaire 

The r ults indicated th factor · with th rno t effi ct n the [I rmulati o and imp I mentati n or 

c mpan goal t b ; ch ief ex cuti e offic r and b ard f dire t r at per nt. a ai Ia le 

urce and senior manag ment at 79 percent. comp titi 

e onomic rce and g rnm nt polic at 67 p rcent. the mi ion tatement at p rcent. ke 

shareholder at 5 percent, legal r quirernents at 54 p rcent, ernplo ees at 5 per enl an the 

mdu try re ulator at 33 percent. n the other ide no rc pondent indicated th t a ailable re urce 

had a minor effi t on al formulation and only 4 per nt fell cnior management had minor fil L 

percent felt that the chief e, ecuti e offi er market fore , econ mic fi r es and gov rnment 

polic had a min r efn t. 
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find in ul l aJ _ 1 ). that hief Ull c ffi C l"') and 

mrman n lh [I rmulati n and 1mplem ntatl n 

\\ h n n mpan} g a1 

fr nd nt · id th t lh ir c mp nie r i ed th ir al l\\ n 1 and - ·car . -

r cnt it annu II)' and r per nt d it aft r 

% 

mpan P ri rman . 

R • nd n were ask d t indi te h w m fifte n 'aria lc · a ted lh' p rf< rman lh ir 

bank. on fi e p int cale ranging fr m min r t maj r r; l. 

I ' ' h w , lh r ult indi at d that lh fa t r that m t influ need c mpan 

tn · ·tm nt in in rmali n ~ hnolo 3 percent. pr iling e n mt clim le. I der hip 

mmitmcnt and impr ed cu t mer rvi e at 75 p rc nt a h. the hief c uti c 

ofti er and impr d int mal lla r tion l 71 p r ent each. in re e pr du t range at 7 

per ent and new pr du t d el pm nt t 5 per ent. 

felt the a e fa t had least influ n \\ere in th 

min rit · a : 4 per nt fi r in e tment in in£ m1ation t . pre ailin ' e n mi clim t , th 

f hi fex cuti ffic r. impr ed int rna! II rati n and in r · d pr du t range each. 
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Table .fft;:t Factors affectingpeiforman_ce 
Minor Influence I Moderate Influence Maj r lnflu n 

f-requency Per,~nl 1 Fr~quency Percent frequency Pcrcem 
,,, cstment in inJormation l~ch 1 4% - go/o 20 81° . II 

p~,·a1line economic climate I 4% 4 17% 18 75'~·,. 

I cadcrship commitment 3 )1_0~0 2 811/n 18 7-u, 
• Ill 

lrn pro' cd c ustomcr sc IV icc 2 8% 3 13% IR 75%, 
( hoicc ofC.l· .. O 1 4% 5 _J% 17 71% 
lmpro\'ed internal collaboration l 4% 5 _)o/o 17 71% 

,ln~r~~d product ran1.1,e 1 4% 6 :!5°111 16 £,7o'n 

_i\ev. product development 3 13% 6 _5% 14 58% 
I Shar~holder \'alue 7 29% 4 17% L 5011

1o 

Downsiring/cost management 6 25% 6 25% II 46% 

t lm e~tment in training 5 21% 8 33111o 10 4 .. % 
lncrea:,cs in bad debts 10 42% 6 25% 8 33% 
ferg~r'acquisitions 15 63% 3 13% 4 171lto 

Creatwn of value centers 8 33% 1 I 46% 3 11% 
Insider loans 18 75% 4 17~'0 - 8% 
Source Questionnaire 

ccording t the urve b B ulo et aJ (20 J , VB I c mpani have certain 

haracteri.stic . They ha e leader hip c nunitment inve more in information t chn lo ' •. align 

internal proce es and strateg train a hi h num er of their ta.ff, emp wer busine uni and fi u 

on sha..rehoJder aJue. Th urve al o identifi d some of the e factor as drivin perf~ rman . 

How r. re nd n did not feel that the creation f aJue center , mergers and a qui iti n 

pla}ed a maj r roJe in influencing performance. 

om pan ana ment Practic and their Imp ct on P rformance. 

In th tudy. r sp ndent were k d l indicate the averag durati n of the l nure of the chief 

exe uti\'e officer in their bank . able 5 a b low summarizes th re ult . Mo t er e an 

average 2-5 years - perc nt). his means there i tability at the top as 3 percent of 

more than five years. tability is important in p lie fi nnuJati nand impl mcntati n. 
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Re pondents wer furth r asked to ch e am ng t\1 el e ari which had th 

on th formulation and implementation th anks management practic s. 

Tab I ' s th re ul of lh re p ndenr answ r . The urvey h -.; ed lh t m re than 

one fact< r inOuenc the formulation of mana em nt pracli per ent [i It th chief · utiv 

oJ 1 r had lh m t influence 7 per cu t mer ti facti n, 7 

dir tors. 71 percent chang s in techn log . 63 p rcent de ire [I r increased mark t har 54 

per ent ch e camp titi nand changes in inter t rate qually. 

0 

4% 
l 4% 
0 0% 

4% 
4% 7 

% 7 
0% II 

13% 12 

4% 13 
29% 8 

[mplo ec mpensati n. and advisor con ullaots ( 3 p r nt ea h) and mpl ee uni n (I 

per ent had the I ast infiuenc . 
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Th · h ic f the hief xe utive of 1 r. Lh IJcr luc. and 

ompetiti n and p rman e vari ble lh t dri\ the \ luc o a mpany influcn tl man rem nt 

pradt uth B d 2 1 ). 

Th tudy al o ught t find the imp t management pra ticc h d n me twcl\e 'ariable~ 

dealing with ompany p rformanc p r epti n and me ur . here ul arc ·h wn in r blc -(c 

I \\. 

T cJble 5 (c) Impact of mana~m~nt practices on rollo~ng 
Minor Impact Moderate Impact Majorl~t 

Frequency Percent Frequency I Percent Fr~quency Percent 

Operational practices 0 0% 7 2__2_% 17 71_% 

Customer satisfaction 1 4% 5 21% 17 71% 
c,,~l manaeemcnt 1 4% 7 .... 9°/o I_§_ 67~o 

l:.amings per share 3 13% 6 _5% 15 63% 

Income diversification 3 13% 6 ~5% '-~ ~% 
Or1!aniLational cultun.: 3 13% 6 25% 14 58°n 
I ublic percl!plion 4 17% 6 25% 14 1!0'0 

i\ larkct price 7 29% 5 _J% I I 46°'o 
Emplo~ cc training 2 8% II 4.2_% 11 j6% 
~ 1arkct !\hare 5 21% 7 29~rn I 1 46°'o 

i':ccd togct public 7 29% 5 21% 11 46% 

I rofi t!\ b' SBt· 3 13% 8 33% lO 4_% 
Source Q ue. lionnaire 

to that wer to be a ect d in a maj r wa) y manag m nt pm tic ar : per ti nal 

and cust ti facti n at 71 percent, co t management t 67 percent, earning.· p r har and 

inc me di er ificati n at 63 p •rcent ea h • rganizati n I ultur and publi per cpti n at 5 

p rcent a h.Manag ment pra tice w r jud ed t have a m derat influ n e n r fi mad by 

B ( trategic bu ine - uni at 4_ p r ent. empl training. market hare and lh need to get 

public at 6 perc nt ea h. 
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Th finding wer con ·i tent ' i th r et al 2 I ), h (I und that a 

·u ce ful VB 1 ulture ntails intr ducing fundam nt I chang' l mpan. · cultur . an · pli ·it 

int n i v training clear alu tar t and m \! rment f th usin · lead r . 

C mmer ial banks in K n a app ar n t to pr ctice m 1 entinm th } d n t 

m to be too fo used on empl ye training. market pric r harch lder alu and mp wcring 

lead in trat gic bu in s unit . Tru c uld be du t the fact Lhat a maj rity f them are n t 

uot don a stock exchange are too small to have ibrant strategic b ine uni and ar wary f 

public per eption. 

~- om pan ana ement Pra tice and tb ir lnflu nc n raining. 

he tud ought t gauge the heth r Kenyan bank have clear financial targets m t th ir g at . 

,,hether hange in management practice affect d training and whether the ha e an emplo. ec 

c mpensati n package which i performance d. 

Lxpli it finan ial goal 
~ plicit profit large 23 
't r tching g als 12 12 
chie e goal all tim 4 20 
hang in management practi lead t training 19 7% 5 

Poli n empl y e c mpen ation 22 92% 2 8% 
79% 5 21% 

Table 6(a a c hows the r ult of th urvey· 92 p rcent had explicit financial g al . 9 perc nt 

ha e pr fit target, 17 percent achie e their goal all th time 79 percent had h nges in 



mana ement pra tices 1 ading t training, and 79 per nt ha th ir empl y c c m n tion linked 

to performance. 

llte findings ere with th e b Hasp I gh et al (2 wh ~ und that B 

ompani had cl r and expli it value targets, align training t change in trat g and had mo t 

. a ( e pe iall) manag r on p rfonnance linked pa . Thi lin to perf~ rman targ t mp \\cr 

manage to think like v. ners. 

llte tudy ought to know the I el of training condu ted a re ult of change in mana cment 

practice • abl 6 b b I w. 54 p rcent indicated that er 5 per ent of ni r mana r. were 

trai ned. 63 perc nt had o er 5 percent f middle management and 17 per cnt and 4 percent had 

le than 25 p r cnt of nior and middl mana ers trained r p ctivel . 

. \ccording to I laspeslagh et al managin ' ~ r alue i 20% about number and 0% a ut th 

peopl . cau e peopl creat alue. ucc ful VB compani s train almo t all manager . Th 

al o train a larger p rtion of th ir entir workforce than un u c fu l VBM compani . K n an 

mmercial bank appear to pra tice V Min relation t training and employee mpen ation. 

Table 6(b) Training Conducted 

Percent of ~tafT trained 

I 0-25% 25-50% 50-75% Over 75% 

Freq. Percent Freq. Pe~cnt £reg. Per~~_nt £r~. P~rcent 

Senior management 4 17% 5 2]0/f) 6 25% 7 _9"~;, 

Middle management 1 4% 4 17% ~ 3~% 6 25% 

Supef"\ isory 4 17% 6 21% 8 13% 3 13% 

Junior staff 4 17% 6 25% 4 17% 6 25"1o 

Other 7 29% 6 25% 1 4% 2 ! %, 
fiource Q uestionnuire 

40 



-- - ---------------------

... h Pr tic f a lue Ba d 1 1 na m ot am on Ban in enya . 

Re nd nt were k d ' heth r the pra ti d VB hi w ne f the main bjccti e f th 

_lud). The result v ere a b abl 6 a) bel " . 

w 

liOtmaire 

big 71 percent indicated they practiced VBM, 21 p rccnt did not practic VBM and 8 p rccnl 

w re not awar wh ther what they pra tj ed was VBM. Wh n th r ult were analyzed furth r t 

whether there was me relation hip betwe n banks that practiced B and lh that were 

quoted on the airobi tock exchange the r ul are as hown on Ttable 7 (b 

Ta I 7 b) omparison of being quoted er u practic VBM 

Banks quotad on NSE versus Practice VBM 

Practice VBM 

Are ou quoted on Practice VBM 

NSE Don't mow No Yes Total 
No count 2 4 II 17 

percent 12 2-*% % IOO""o 
%of Total 8 17.,. 46% 71,. 

Yes COunt I 6 7 
percent 1~% 86% I 00°1o 

%of Total 4% 25~ 29o/. 
~otal Count 2 s 17 24 

percent go• 21% 71% 100% 
%of Total 8~~ 21% 7 let. IOO'Vo 

The r ults h w that per cnt of quoted banks pra tice BM as ppo ed l 65 percent of the 

non-qu t d. hi i 25 percent and 46 p rcent of the total re pond n re pe ti ely. Iov e er, 14 

r rcent f the quoted banks did n t practi e VBM as oppo ed to 24 percent for th non-qu t d. 
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I r\: qu t d mpam \\ re more lik I)' t pra ti VB, 1 aus f it b ic r qui ment t l 

·omm•t l -hareh lder value. thi i il d t nnined v.b re mpani - ar li -t d and Lhu. 

ha\ e il) ailabl market pri e. 

Tah/e 7(c) How is VBM practiced'! 

I Frequency Proportion 

I Formally 10 42% 
1 lnfonnally 6 25% 

I Explicitly 0 0% 
Implicitly 2 8% 
Don't know 6 25% 

TOTAL 24 100% 
)ource Q ue tionnaire 

he tud further ugbt to find ut how BM wa practiced among re p ndents. a lc 7(c a e 

sho\1 s that 42 percent do it fonnally 25 percent informally. p rcent implicitl and 25 per nt did 

n t know h w or if practiced. 

\\'hen asked wh ther B was the main mana ement fi cus in the banks th re p ndenl an w red 

ye (3 percent), n (42 p rcent and 21 p rc nt did n t kn w. Tru is hown b Ta J 7(d) el \ . 

Tah/e 7(d 1 

9 
10 

5 
24 

r1urce Que. tionnam! 

The tud furth r ought to find out h long VB bad been pra ticed by the re pondcnt ank . 

fable 7 below how the r ult. 25 p rcent had practiced VBM for up t thre year , 3 per ent 

for twe n 4 and 6 years and I percent for 7 years and o er. This rna h lp explain wb th 

ingredient of VBM su h as training. c mmitment to har h ld r alue in estm nt in inC! rmati n 
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techn log) and reation of vatu enter ored mi ·ed re ·ul n the part d aling with mana 'Cmcnt 

practice. 

Tahle -re 

3 
7 2% 

fhe tud sought to k.no-. the performance metric comm rciaJ bank ad pt d fi r mea uring 

peril rmance. m ng the option availabl were total hareh ld r returns ( R . e n mi \alue 

added ( A economic profit =p . market aJue added M A . hareholder alue added (. 

and oth r pecify). 

the abo eTa le 7 f) show 46 percent ch e T R, 29 p rcent A. 54 percent P. 13 per ent 

percent and on I 8 percent cho e other unsp cified m tric . Thi m ans l\\0 thing . 

that bank · u edmore than one performance metric and two, that VA which i also caJled Pi th 

most popular metric with 83 percent. he results were con i tent with research findings b B ulo 

et al (20 1 wh found that c mpani that practic VBM ad pted 

performance. Further, T R eem to core more high! than the Boulos et a1 (2 0 I find in (at 
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- . 01o). b cau e maj rity o th ampl d ank " ere n t qu t ·d n th t k c. ch ge and dtJ n t 

av mark t ric . R i m rc popular am ng n n- u ted c mpanie . Ill can be better 

J an cd fr m Tab! 7 g b low that ou ht to find ut whi h p rfi rman e m tric · v.cr ad ptcd 

· mpared again t " h ther bank w re qu t d n the •. he r ult ho" th l maj rity of the non-

quot d (47% ad pted Rand P equ lly. 24 percent, 1 VA and p r nl M 

H w er am ng th quoted bank . 71per nt ad pte P, 43 per cnt • and nl) 14 per cnt fl r 

T R. 

Performan e metric adopt d 

24% 

5 47% 
6% 

3 43% 18% 

The re nden w r further ked t tate ho\ wide! th p rformance metri were applied 

within the banks. he results able 7(h b I w indi ate that. 50 percent applied th m acr th 

has two impli ati n . one. i that Kenyan bank adopt lu as d me ure tn ing th ir 

pcrfi rman . thu stren thenin the ca e r their being VB mpanic and tw . thi 1 tn 

a c rdanc with finding b H pe lagh et aJ (20 and ul et aJ 2001), wh fi und · BM 

c mpanie adopted the bo en perfi rmance metric aero th whole c mpany. making br ad 

hanges and internalizing the idea of har holder aJu creati n. 
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The rc earch stud ought Lo find out h w th practic or V aOected the bank nd 

performance. ixtc n ariables hich are kn wn benefi nd ingredien f VBM pra ti c w rc 

forth e. Th resul of the tudy ar urnmarized n abl 7 1 bel w. 

Table 7 (/) Impact of _practice of VBM on banks 

I 
Minor Impact Modera~ lm_Qact Ma_j_Q_r I tnQ_a_~t 
Freq. Percent Freq. Percent Freq. Percent 

l tmpruved imestmeol decisions 0 0% 1 ()% 16 _24% 
lncrcased profits 0 0% 2_ ~% 12 71 °'o 

I Enhanced strategy fonnulation 0 0% 5 29% 12 71 % 

lmpro" ed the decision making 1 6% 4 24% L .. 71 % 

Increased organi7ation value I 6% 5 29% 1 I 6_1% 

I .cd to goal congruence 1 6% 5 29% 1 I 65°'o 
l::.nhanccd communication 1 6% 5 ~% II o_~n'o 

Enh~tccd training 3 18% 3 18% 11 65% 

Erwblcd benchmarking 3 18% l_ 1_!% 11 6_;; 0,o 

Fnhanccd l!mployec motivation 2 12% 4 :!4% 11 6~U,1J 

Increased shareholder \alue 0 0% 6 ~5% 10 59% 
Market price 1 6% 7 41 % 9 53% 

I rnprO\ cd govanance 0 0% 6 _15% 9 53°'o 
Income divcrc;ification 1 6% 8 47% 8 47% 

Resulted in culture changes 2 12% 6 15% _! 47% 

l cd toO\.\ nership of decisions 3 18% 6 J S% 7 41 °/c1 
Source Que ltomrair e 

VB had a maj r impact as it I d to impro ed inve tment de ·i ions at 94 per ent. incr ascd profit, 

cnhan ed trategy formulation and improved decision makin at 71 percent each at 65 perc nt each 

\' ha' in r d organization alu , led to oal c ngru n e. enhanc d communication. enhanced 
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training, en bled nchmarking and in re ed empl c • m ti\.ati n. lncrc ed h r~h ld r vatu 

ot :<>per nL ~ hil 53 r ent ·aid in r and impr vcd g ~cman ·c. 

The t: finding w r con i tent with m ulo. >t al ( .. argue that 

\'8, 1 companie ocus d on increasing shareholder aJu . profita ility, empl yee training. 

communication and incr ed in e tm nt in s terns and op r tions. Th ir w rk al identified the 

·n fi o B l a impr ed de i ion making. in c tm nt d ci i ns, benchmarking. ·trateg.} 

formulation. employee m ti ation, better g aJ d finiti n and in reas d organizati nat aJu . 

Wh n asked ,. h ther the practi e of VBM was desirable th resp n e wa as able 7U b lO\\ 

how·. 79 percent aid ye . none aid n and 21 percent did n t kn w they did n t practi c B 1. 

Tah/e 
Pro rtion 
79% 
0% 

w 5 21% 
24 100% 

The data c llect d was urther anal zed to find whether tho c that ra ticed VBM und it de irabl 

r whether even among the one wh did n t practice al und it de irable. re ult were 

tabulated Table 7 k el w. 
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Do you Don't know 
PradJC;e 

'18M? 

No 

Yes 

Tota 

ource Questionnaire 

Table 7(k) Practice VBM and find it VBM des rable ? 

Count 

% hm PractiCe 
VBM 

%of Total 

Count 

% hln Pracbce 
VBM 

% of Total 

Count 

% hln PractiCe 
VBM 

% ofTotal 

Count 
0.4 within Practice 
VB 
%of Total 

Is the oraCIJCe of V8M de~11rable ? 

Don't know 

2 

I OO~o 

2 

-to'1;. 

8°o 

17~ 

Yes 

3 

• 
13% 

17 

IO~o 

7Lo 
20 

Total 

2 

10 ~. 

J()O& 

71"o 
24 

1 n~ 

\ll th e who pra ti ed VBM ( 1 0 perc nt) found it de ira le, 60 per nt of th e v. h did not 

pra Lie BM found it de irabl 8 percent did not practice and did not therefi re k.nov whether 

BM \ a de irable. 

inall , th re pondents were asked to choo e among om t n ariable , which w rc th main 

problems in implementing BM .The r ul were a hown in a le 7(1) b I w. 

uency 

1% 

24% 
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_perc nt h e in dequate training 47 percent difficulty in hanging culture. 41 p r · m hud Ia k 

ommitment. no a ailabl benchmark , and re i tanc to han e h. per nth d 

in d quate 1\ ourc . inadequat communicati n. and inad quat prcpar dne l:rc ·nt 

bo e lack fa I ar change fo u . l p rc nt b d Ia k fa uni , ing mpany g al nd 24 percent 

th r reas n n L ch sen e. 

1 h finding supp rt w rk by I laspe tagh et al 20 0 an ul et aJ (2 01 . \\h found that 

omparu adopting BM found chan in culture ry difficult. oth r failed t mak expli it 

omrnitm nt, failed to train en ugh staff • lacked I adership fi cu did n t int grat, their entire 

r ource- II cation syst ms and did n tin e t enough in managem nt infi rmati n t ·m . 
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R 

The bj ti 

R H 

arch tudy wer to c ·tabli h th ·tent r th f B 

among mmer ial ank in K nya and to e tabli h the degre f av arene and appre iati n f the 

racti c f B l am ng tht: am ank . Th re arch was arried ut am ng th 4_ c mmer ial 

hanks that w r perational during the tim fth tud • . The r arch ad pt d a urve, m ·as th 

ulation v · con idered mall to warrant a ample meth d. que ti nnair addre ed t th • 

hief ecutive or th chie fmanc officer . wh n id r d t be in th kn w nccming the 

at th r pecti e hea ffice of all commercial bank . The ue. ti nnaire w 

!Jter picked. checked for minor err rs and clarified with there. p ndcnt . 

1 w nt) four 24) fill d que tionnaire were received r pr enting 57 perc nt). th ue. ti nn 1r~ · 

thu re ei d were cod d and anal zed. The resulting infl rmati n w tabulated. prt: ent d 

requ n y table eros tabulati ns wh re m re than on aria I wer b in te ted and 

de ripti tati tical tab! . The e were ubjected to further anal i and ught fr m 

the ry and c mpari on with other research findings el wher . 

5.1 Th xtcnt of Pra tic f VB a moo ban in n a. 

The linding were that a maj rity o the re p nd nt , (7l per ent claimed t racti e V . _Q 

per cnt did n ~ while rcent \'ere not ure wh th r tb y did pra tic . A maj rit r the ank 

quoted on the t ck ex hange 86 p rcent practiced V M while among th n n-qu ted the 

proporti n was 5 percent. Am ng the ank that did not practic VBM, 17 p r nt \.\ere u ted 
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\\hil 6 per m w r n n-qu ted. It m that B mor attra ti \ t 

n harch ldcr 'alu reati n. 

·r h • finding aJ 

J\cr thin. y 

b3Jlkin . per nt as r tail and 

mp· nic ·: thi 

n pcrati n I t r 

rp rall.: 

nking. n 

11e 54 per nt ha e tafT c mpl m nt f lc 2 ta wh.il nl) percent ha c m rc th n I 50 

tall Thi means that m t Ken ·an ank ar mall operat r . 

rne finding h w that all bank have e plicit g al wh.ich r 3 per ent financial nJ} and 7 

per nt ha financi I. non-finan iaJ and ial als. per ent f th bank hav written mi ·i n 

tatem nt and 79 p r ent ha e clear i 1 n tatem n th mi i n and ,j i< n 

tatement h w that Ken an ank put cmph i on th foll win : t ma.ximiz har h ld r alu 

and rporate p rcent ea h ach.i ving mark t I ad r hip at 5 p r cnt. 

m r ·e profita ilit at 54 perc nt and pr duct inn ati nat per ent 

fhe ·tudy r ' al that m t ank re\ 1 · th ir al \i ithin fi c ar 75 per nt) and nl a 

min rity (2- perc nt do it after m re than five ea 

the al . Am ng r p nden the fact judged t m 

ted th [! nnulati n f 

rmulati n ar' th 

hi f executiv ffic r and ard 

man gement (79 p rcent , mark t and 

gov mm nt 1icy 67 percent . The 

dir tor 

mpetiti\e 

found that amon B omp ni th chi 

\'B f pr mecl · 

per nt . a aila 1 r 

rce 71 p rcent • and e 

ul 

r that afTe t 

ur an :mr 

) \\h 

wh 1 

I formulati n and 



implem ntation ar nior manag ment, mpctition. m rk L c ndition ke) harch ld r. and Lh 

rt:sour that ar a ailabl fi r depl yment. 

look at the factor idemi lied as having mo t impa t n company performan are invc tm nt in 

information technolog 83 per nt , lead r hip mmitm nt. th ituati mg 

·tom rs 75 p rcent , choic of chi f e, cutive offi e and impr ved int mal lla rati n 71 

percent), increased pr du t range 67 percent and n w product d elopm nt (5 p rcent). 1 he · 

linding are consist nt with tudy b Haspeslagh et al 2 \ ho found that ommitm nt t 

:hareholder alue, impr ed internal proce es, in e tm nt in information t chn logy the 

commitment of the chief executi officer and training and mpensati n of empl yee v ere tr ng 

dnvers of performance especiaUy among B companies. 

The finding al o r al that the factor with m t influ nee n management practice are the chief 

cxecuti e officer 8 percent) customer sati facti n (79 percent, the b ard f director (T 

p rcent) changes in techn logy 71 perc nt , and de ir to increase market 3 percent. Th 

tud further re eal that management practices ha e maj r impact on op rati nal practice and 

cu tomer atisfaction 71 percent , co t management 67 percent earning per hare and inc me 

diver ·ificati n (63 percent) and rganizational culture and company image or percepti n (5 

percent . 

The tudy further reveal that 2 percent of re pondent ha e financial goals, 96 percent h ve 

profit target 92 ercent hav polici on mployce compensation and 79 p rcenl ha e Lh ir 

employ e mpen tion linked t achi ement of set goals r performance. 
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Amon re pond nt , 8 percent ha e ad pted onomic alu added or cc n mi pr fit 

(EP), 46 p r nt total har holder r turn ( R . and 33 percent hart:hold r -.alu add d \' ) a 

lh ir perfi rman e m tric . Thi c n i tent -..vith pra ti of M alue m tri t getht:r with a 

\alue mind t \ ere id ntified two dimensions in har h lder alue cr ati n peland et al 

_QQO). L ahy 200 1 , tate that the metrics the com pan ch o n mu t r fleet and 

upp rt strategic g al and empl y e c mpen ation mu t b tied t how well the achie e th c 

m tric targets and hence th more alue th y create t the organization. Th tud re eat that the 

practice of VB is airly well und rstood by bank in Ken a. 

-.2 The tent f Awarene and ppreciatioo f B 

fhe rudy reveals that for 79 perc nt of the re pondent banks, change in management practic lead 

to training needs. raining is imp rtant for employee to appreciat and under tand n 

management practices. According to Boulos et al (200 I) the adopti n of VBM yst m may lea 

to a firm r iewing its corporate practices if difference app ar b tween their pur uit f aJuc and 

its proce e . 

The tud ' r eals that 54 percent ha e conducted training on at I ast -o percent of th ir em r 

management, 63 p rcent on their middle management and 4 p rccnt of other taff. Am el l aJ 

2002 , ar ue that trainin and educati n pr gram hould be upp rted b the app inlment f 

change champion and that the chief exe ·utive fficer houl a i ible lead r of the BM pr ce . 

The fact that staff training i undertak n on a big cale means that banks in Ken a appr iat the 

r I of tafT training in th aJu proce . . 
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\\ n re pon nt wer B i pra ti d. 42 

·rc nt a h eith r did n t kn \\ or did in[! nnaJly. m an 

~ rmall. or in[l nnall ugg ting th t awaren high am ng 

u .... ht t ng tic d the re p nd n . Th tud 

ha\ e don o fi r I than thr year 3 p rcent twe n [I ur and 1 ye and 13 p r cnt \cr 

. ' n i m an th number j ining th VB n are in re m . the 

r ·. pon nt aid V was th ir main manag m nt fi aid th } did n t 

now. i further nfirm that I i appr iat d an th r i hi h d gr e 

, · ·ed wheth r the practic B i d irable, 79 p r ent id e , 21 percent did n t kn \i nd 

n n aid it i not d irabl . Furth r check confirm that II th qu t d bank p r nt li • d 

Lhat the practic of B was d irabl opp to 60 r ent f th n n-qu hi m n 

VB 1 i mor p pul am ng qu ted bank and thi c uld the fa t that mph ·izc 

-.alue reati nand mmitrn nt t har h lder alu ier t m ure [I r quoted anks. 

L 11} r pondeo id otifi d th main pr 1 m nc untcrcd in implem nting th pra ti c f A 

111 e \! er inad qu te training 2 p rc nt difficulty in hanging culture 47 p r nt, Ia k f 

mmitm nt, no a ailablc b n hmark and r ·istan to hange at I r ent a h. in dequ t 

re ur mmunicati n an pr par dn at 5 per ent h and la k of han [I u at ..A 

perc nl. 

Th r ult ar y H tagh t aJ 200 1 and ngwa 

ha\ identifi d r i tance t hang . inad quat trainin • I \1 m tment in t r 

and difficulty in hanging ultur BM implem ntation. Th 



d ree of awaren and appreciation i uit high r re nd n to bl t pinpoint the 

pr lem and difficulty in implementing B 

S.J ooclu i n. 

The focus o the study was n commerci I bank that v ere operational during the time th tud . . 

Th questionnaire was ent to all the 42 commercial bank in Kenya and 24 qu ionnaire w re 

r ei ed b~ k as completed. a fi w wer r tum d unanswer d and no am unt of p rsu ion c uld 

move me f the banks to agree t answ r the questi nnaire. 

Re pon e \J ere recei ed from all the 7 quoted banks while only 17 ( 4 .7 p r nt) of the n n­

quot d bank re p nded. 

fhe tudy r ealed that all bank ha e goal . 3 perc nt hav mi ion tatem nt and 7 rcent 

have \ i ion ·tatemcn . r ie of the w that r m t Ken an 

ank . their main goals are maximizing hareh lder alue b ing g d corp rate citizen , attaining 

market I ad rship incr a ing th ir profit ility and inno ating n w pr duct and er ic . 

Th tudy al o rev aled that the chief xecuti e officer, b ard of directors, r ur a ilable D r 

deploym nt. em r management, mark t and competiti c fore ha e a maj r effe t on th 

formulation and implementation f company goal . to t bank r i and re iew their g I "ithin 

a p ri d of fi e ear and only a minorit 25 p r nt did this after fi year . 

4 



fh re ul are con istent \Vith the re ult f re carch y B ul et at {2 I and J I pc tagh ct at 

found that hief . ecuti offic pla ed the large t role in nnulating and 

imp! rnentin compan g aJ . V h n ask d \ hich fa t had th m t influ n n manag~m nt 

ti faction, ard f dire t r , 

hange in t chnol gy. de ire to increas mark t hare and c mpetiti e force in Lh market in that 

order. be tudy re eals further that managem nt practic s ha e the greatest impa t n per ti nat 

pra tices u tom r atisfaction, cost managem nt earning p r bar incom dive ifi ati n and 

organizati nal culture~ in that order Be aus the chief executi e pia ed the greatc t rol n the 

fonnulation of goals their implementati n and on Lh ch ic of management pra tice , it w 

important to know how long they erve in tho positi n . Th re pon was 58 p rccnt ervcd fl r 

period up to fi e year and 38 percent m r than fi e year . 

It was found out at o that company per onnance was affected mo t by in e Lment in infl rmation 

tc hnology, prevailing economi climate leadership c mrnilment. improved cu t mer cr icc, 

choice of chief executiv officer impro ed internal collab ration and incre ed product r n e in 

that order. look at the above driver of performance and management pra tic re eaJ mo t of 

the e dri r ha e a common theme with the characteri tic f VBM companies. BM c mpanie. 

ha e management focu . alu ere ti n or harcholder value c mmunication and internal 

collaboration strategy de elopment employee training and educati n as key prer ui ite to th 

pra lice f BM. 

Ban al ha c explicit fmancial targ t and goals. ha e tret hing alue targets, lign tr ining t 

hange in management practice , ha p licie on employe c mpen ation. and link compt:nsation 
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perfonnan e and achie m nt o t alu tar . The e chara teri ti 

p tie of BM. 

fne tud al reveal that most b nks (71 perc nt) practi VB . 

so formally. Among tho that pr tic B 38 per nt 

maj rit th 

id th t it \ . 

pra ti ing 

th ir main 

manag m nt fo us ' hile 42 percent said it was not. wa found to b pra ti d m r ~ id I 

among ank that were quoted on the sto k exchange 6 percent as oppo d to th e that v ere n t 

quoted (65 percent). lt was found ut that roo t f thos wh practice B had d ne (i r up t 

ix ~ear 58 p rc nt and 13 per ent had done for er e n years. 

The findings reveals that conomic alu added ( ) or economic pr fit P ' a the mo t 

omm n measure of performanc or m tric at 3 p rcent, t tal stakeholder r turn (T R at 46 

percent and shareholder alue add d ( V ) at 33 p rc nL Among quot d bank . 1 00 per ent had 

dopt d EV P while among th no-qu ted 71 percent had. Howe er. am ng th later gr up, R 

was ad pted b 4 7 percent. The indicat that among BM banks th m t V P ' a the mo 

adopted metri . 

The find.in~ also r eal that VBM impact d on per£ rmanc as it impro ed in tment ci i n • 

led to increas d pr fits. enhanced trat g formulation, impr ed decision makin . led t increa d 

organizati nal alu • Led to goal congru nee, enhanc communi ation and training an enabled 

benchmarking. he e ar als among the ke b nefits of VB , indicating K n an bank ha e 

adopted to help a hi ve better corp rat resul . 
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ong re p nd nt 79 per ent found B de irable and n ne found it und • irabl m n th 

\ o pra ticed BM. 1 00 p r ent fi und it irabl . 60 p rcent f th that did n t pra tice [! und 

it de irabl . Thi sugge ts that VB i a much de ir d practice am ng bank in n a. fhe main 

difficultie identi fi ed as experienced during implem ntation ar inadequ te training. difficulty in 

hanging culture lack of c mrnitm nt. n a ailable b nclunark r i tan to chang inadequat 

re ur e and ommunicati n. Th \ere among the problem identified b the 8 ulos ct al _Q 0) 

tud_ on VB 

From the tudy, it is clear that most bank desire the practice of VBM a g d maj rity 71 p r nt 

practice it and a bigger majorit 3 p rcent adopted 

These finding are consistent with the pr ctice of VBM and therefi re bank in K nya are hi hi 

aware and appr ciate VBM. 

5.4 Recommendation of tb tud 

Th tudy h \ s that among the bank practicing VB , the practice has een impl mentcd in full. 

This could be du to the problem identified as hind ring imp! m ntation r t other factor . 

good _9 p rc nt did not practic VBM and among tho e who pra ticed nly 42 p r cnt did 

fonnally. only among 38 p rcent did VBM feature as th main man gement fo u . Th re r 

the pra tic f VB am ng bank in Kenya 

are ugge t d: 
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Fi L 'v1 h uld b p pularized pe iall companie t pra tic . th t th > an n lit 

fr m th arious b nefi f B . Th w uld h lp th m commit them 1 rc tin 

lh tr t keh ld r , whi h i a de irabl c rporate objc liv . 

mmiued 1 ad r hip, h w uJd guarantc organizati nal su al and r ""th thr u h ·up ri )f 

performance. 

ond. ompanies p ciall bank should implement VBM full . hat i t ay that th 

fi us their r urc leadership training and trat gy towards d li ering up ri r takeh ld r 

\alue. Th y sh uld en ure committed lead r hip. ha e value c nt rs nhan th ir mmunicati n. 

align trategy formulation t goal , choo e and designat alu metri . and implem nt training and 

ducati n pr grams. doption of th measure will I d to nhan d alu creati n and 

ustaina le comp titi e ad antage, \ hich i in orporated in th ir corp rat A. 

:".5 imitation of th tud 

fhe tudy was limit d by the foil wing r a on ; 

First, the a ilable time and res ur est condu tam r d tailed tud wer limit d. 

·econd. m re nd nt did n t an \! r me of the qu f 

d1 I ing to mu h in.il rmation. rom th r pon e the c ect of thi guardedne 

quantifi d. In om cas s. orne informati n w only di cJ ed aft r a lot er al per ua i n. 

Third. was th failur by 1 43 rcent ank to resp nd. Jthough all th maj r anks re p nde 

the high number the o rail v ho did n t could potentially alter the o,·erall findings ofthi stud . 
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Fourth, no attempt was mad to find ut whether th practi f VB led to tter 

perfonnance among the banks. I o the benefi and c t f implementing B l ' as neither 

quantified n r directly as es ed. It was not clear what fa tors led orne bank l pra ticc VBM and 

others not to. 

h i therefore suggested that further tudies be carri d out t find out wh m bank did n L 

pra lice VB • what quantifiabl ben fits can e deri ed r m such practi c. and " hat le\ I of 

resources n ed to be deployed t ensure a ucce sfuJ V M practice. 
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pp ndu n : ommercial Ban in 

1. B Bank 
Ak.i Bank 

3. Bank of Baroda 
4. Bank of India 
5. Chart rho us Bam<. 
6. Chas Bank 
7. Citibank 

.City Finance Bank 
9. ommercial Bank f Afric 
I 0. Cons I idat d Bank 
II . Co-operativ Bank f Ken a 
1 2. Credit gricole Indosuez 
13. Cr dit Bank 
14. D lopment Bank of Kenya 
1 S. Du ai Bank 
1 . Equatorial ommercial Bank 
17. Fidelity Commercial Bank 
1 . Fina Bank 
I . Giro ornmercial ank 
20. uardian Bank 
21. Habib G Zurich 
22. Habib Bank Ltd 
23. Imperial bank 
24. lndustria1 el pment ank 
25. In estm nt & M rtgag 
26. K-Rep Bank 
27. Middle East Bank 
2 . Oriental ommer ial Bank. 
29. Paramount ni er aJ Bank 
30. Prime Bank 

1. Prime apital & r dit 
32. outh m redjt B nk 

. tanbic Bank 
4. Tran - ational Bank 

mm rcial Bank 

1. arclay Bank fK n a 
2. Bank 
3. 

nk 
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App ndix o: L tter oflotroductioo. 

lay 1 L 2 5. 

Dear tr dam: 

air bi, Fa ulty mmer e and The undersigned is a po t graduat tud nt at the Uni er ity 

as part of the requirem n for a\! ard of th degr e of m ter o dministration. i ' required 

to und rtake a managem nt re arch project. He is undertaking a tud n the pra ti eo aluc 

Based Management (VB am ng comm rciaJ bank in Kenya. 

You hav been I cted [i r in lu ion in this study. Thi is to kindly r quest you t 

by fill ing ut th accompanying questi nnaire. 

fhe information c llected will u ed ex lusi ely for re arch and will be held in tri t onftdence. 

Y ur name will n t appear in the fmaJ report. he finding f the survey wilJ e c d d o a n Ll 

di clo e the id ntity of the indi idual re p ndent . 

Y ur input and co-op ration i highly appreciated. 

y u faithfully, 

P ul Kariuki. 

tB tudent. 
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pp ndi hr : Th Qu tionnaire. 

Part 1 

I. I ng ha · ur bank e n eration I in Ken ' ? ............... . 

D y u ha c g I . 'i i nand mi i n tat m n ·> 

oat · 

1 ton tatement 

i ion tat m nt 

a What are the g at·'? 

1--inancial 

n- financial 

' cial 

II abovl: 

ther 

y [ 1 
y ·[ ] 

y s l ] 

r 1 
[ I 

r 1 
r 1 
l I 

) \Vhat i ... ur i i n tat mcnt 

b \1 hat is our mi i n tatcmcnt 

) \ h t are ur k y goal '? 

I l 
[ ] 

0 [ ] 

T inaol:ial: ................................ .... ... · ·. ·. ·.- · · · · · · · · · · · · · · · · · · · ·· · · · · · · · · · · · · · · · · · · · · · · · · · · · 

on-l"inan i 1: 

ial: 
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V.. hat" uld) u ·a 
~ 

i the c r f ~our b nk ! 

R tail banl...lng [ 1 
rp rate banking [ J 

n umcr banking [ ] 

thcr [ I 
4. n a . ale f J least 5(highcst . hov would u rate th~.: ffcct f f lh ''in..' on ~our 

bank f4 rmulati n of it. goals? 

2 3 5 

< hief executi e flic r [ ] [ J [ I [ ] [ 1 
Board of dire t r [ I r 1 [ I r 1 [ I 
lndu tr) regulat r r 1 [ ] r 1 [ 1 [ J 

1\. '. • han.: holder I I r 1 l I [ J [ J 

I cg.aJ requirements r 1 [ I r 1 [ I [ 1 
\lls-i n tatement [ J [ ] L J r I l J 

Leon mic r; rccs l j L l [ I l J [ J 

omperiti e force [ 1 l J [ J [ J l I 
l:mploye~ [ J [ ] l 1 r 1 r J 

\\'ailable re ource · [ J [ ] r 1 [ J [ ) 

, vemm nt polic .. r J I 1 [ 1 r l I I 
~.: nior mana gem nr r 1 r 1 r 1 I 1 I I 

r J I I l I l I I I 

5. HO\., ftend u rC\. i our g al · 

Annual l J 

1-5 )Cars [ ] 

flt:r Syear r J 
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To\ hate tent haH! th flllowing ta t r ' aflect y )Ur hank· per~ rmm1 c'. 

2 4 

th icc of 'hicf ex Utl\- officer r J [ I r 1 r 1 I 1 
[ I I I I I I I I I 

In id r loan [ 1 l I r l r 1 I J 

C mmitm ntto shareh lder 'alu L J [ J l ] [ J I I 
Ime unent in information techn I g} [ j L J r J [ ] l J 

lmpro,ed internal colJab rati n [ ] [ ) r J [ ] [ ] 

Pre\. iling e nomic climate [ ] [ l [ ] [ ] [ J 

L adership commit:m nt r 1 [ 1 r 1 [ ] I J 

kr • ·r a qu· iti n. [ I r 1 I J r J I 1 
lnve tment in training [ I r 1 I I I 1 [ I 

D \ .. n·izing co t management [ I r 1 I I r 1 [ J 

[ J l J l J I 1 l I 
Creation of alue center l J [ J r 1 l ] r 1 

\\ produ t de el pment [ J [ ] [ J [ J I J 

lmpro\ed cu omer sen i e [ J [ ] [ ] [ J l J 

7. hat i th ize of our bank' taff c mplcmcnt? 

Le · than 2 [ J 

201-5 [ 1 
501-15 0 l I 

verI 01 l I 
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Part 11 

hat is the average durati n of. ur chief e. c uti\ t: fticcr' tenure? 

l .e. than 2 years 

--5 year 

ver Syears 

[ ] 

r 1 
l I 

9. n a scale r I (lea ' t - S(highe t). h w would y u rat the effc t off llov• ing nn ) lUI' 

anks management practices? 

2 3 4 

< hief cxecuti e officer [ ] [ ] l I I 1 [ I 
Board of director [ I I I r J I I l I 
lndu tT) regulator [ 1 I I I I l J [ ] 

ompeli live force [ I r J [ 1 I 1 I I 
r mplo. ee c mpcn ·ation [ I [ ] l J [ ] l I 
Desir to in rea e profits [ J L J I J [ J [ J 

De! 1r~ to in rease market hare [ I [ ] [ ] [ ] [ I 
C.hange in technology [ 1 I J [ ] [ ] [ I 
Changes in intere •t rate r 1 [ ] r 1 [ l [ I 
< u ·tomer . ati fa ri n [ ] I J l 1 r I I I 
l·mployee union [ J I 1 I J l J r 1 

( onsultants/advi r I I I J I I l J [ I 

I 0. 11 a scale f l(lcast 5(highest). how w uld · u rate the impa t of) our management 

practice n the following? 
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E ming: per hac 

\ larkct price 

b pi )CC training 

Pr ti~ b) I L 

perati naJ practices 

c t management 

ln~.om di \'er ificati n 

>r~aniati nal culture 

tarket har 

Public perc ption 

ecd t get ublic 

11. Please answ r Lbe following qu 

l>o you ha-ve explicit financial g al 

D y u have e plicit profit target 

D }Ou l.hink your goal ar trctching 

D 1 y u a hi eve ) our g a! all th rim 

r 1 
r 1 

[ I 

l J 

r 1 
[ ] 

[ J 
[ ] 

[ J 
[ 1 
[ ] 

[ I 

Change in managcm nt pra ticc lead to training need 

Du )Ou ha \! p li on cmplojce c mpen ation 

mpen ation linked to perf~ m1anc 

2 4 5 

r 1 I I r 1 I I 
r 1 I I r 1 [ 1 

I I I I I J [ 1 
I I I I I I I I 
[ I r 1 I I r 1 

[ J l I I J I I 

I J [ J [ l [ j 

[ I [ ] I 1 l J 

r 1 [ J I J [ J 

l I r 1 r 1 r 1 

l I I I r J r 1 
[ I I J [ I I I 

Yc I I II 
Ye ( ] 0 [ J 

e [ 11 0 r 1 
Yc r 1 o r 1 

c I IN II 

e r I or 1 
Ye l I 0 [ j 

12. :..~)Has mplo ee training been nece sitatetl h change · in rn nagemcnt practice? 

Yc l 1 1 o I l 
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b) \Vhat adr and pr p rti n of taiTh b n afT cted b) th tr ining c n uctcd'.1 

_s- % er75% 

cnior manal!em nt [ I [ ] [ 1 [ 1 
ti dl~ managem nt [ J r J I I I 1 
u rvi ry r 1 l I l l r l 

Junior ·tatT [ J [ ] l I [ J 

ther I l [ ] l J l J 

Part 111 

L . w· bank practice alu B -d Manag m nt VB ? 

y I l 
[ ] 

Don t know l j 

14. Howi VB pra ti din our bank? 

r rmally [ 1 
lnformally [ ] 

Jxpli itl l ] 
lmpli itl I J 

n lkn "' l 1 

l :. I M the bank's main man gemcnt [! u. ? 

y r 1 

0 r 1 
n't know r 1 
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16. For hov, I ng ha ou practiced VBM'? 

L ·. than 3 years [ l 
4-6 years [ ] 

ver 7year [ ] 
I t applicable l j 

17. hat perfl rmancc m tric has ur bank ad pled? 

T tal har hold r Return-TSR 

I con mic Value ddcd-E A 

~conomi Pro tit- , P 

arket Valu dded-MV 

har h ld r alue ddcd- Y 

ther pecify) 

[ 1 
[ 1 
[ 1 
[ 1 
I l 
[ J 

I . Ho\\ wide) are the a ve metri s applied in }OUr bank? 

Acr s th bank 

llead ffice 

tratcgic bu incss unit 

thcr pecify) 

r J 

r 1 
f l 
[ I 

19. n a caJe of J(least) 5(highest). h w w uld y urate th impa t f B pm ·tices n 

your bank under the ~ llo\1 ing? 
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In ·r ·a d r •anizati n alue 

1ar~ct pri c 

In ·n.:a'i ·d pr tiL 

l:nhan d mmuni ation 

. nhun ·cd trat g) r rmulati n 

lm:om di\t:r iftc ti n 

nh:mced lraimng 

lmpr ·e th d ci i n making 

l·nahlcd h n hmarking 

Rc. ultcd m ulturl.! chang . 

· d harch ldcr alu • 

,.,.111..:r ·hip ld 

lmpr \C •O\ n1 n · • 

lmpr ve ime tm nt d 

20. D y u c n id r th 

Yc 

Dn'tknw 

[ 1 ( ] 

[ l r 1 
r 1 [ 1 
[ 1 ( J 

r 1 l 1 
l 1 [ I 
[ I [ ] 

[ l [ ) 

[ I [ ] 

I 1 [ 1 
r 1 r 1 
I 1 l I 
[ ) I J 

[ J l I 
l I I J 

I I l I 

f BM de. ira le? 

r l 
I I 
! J 

3 4 

I 1 I 1 

I l I I 
I I I I 
I I I I 
I I I I 
l l I 1 
l l l I 
l 1 [ 1 
[ I l I 
[ ] r 1 
[ ] r l 
r J l I 
[ l l I 
[ 1 l l 
l J l I 
l l [ ] 

21. Wh~ t ha\ be~.:n th main pr lem in impl menting B '> 

a k < f mmitm nt 

lnad~quate tr· ining 

La f unit) ing mpany 

I nad quate rl! urc 

o a ail blc n hmarl.. 

at 
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I I 
I 1 
I I 
I I 

I I 
I I 
I I 
l I 

I 1 

l l 
l l 
I J 
[ l 

r J 

I I 
r 1 

I 1 

I I 
l ] 
[ 1 



I I ~ I AIL 

ln d quatc mmunicati n 

Difficult~ in changing culture 

Inadequate pr~parcdne 

I ack o ·k r hangc f ·us 

hange 

( thcr 

l I 
[ I 
[ 1 
I I 
r 1 

l I 

'lnur r iti n ........................................ ······························· ............... . 

umb r f}car in iti 0 ............................................................... . 

un1ber f; ar in lh bank ............................................................... . 

fhank } u [I r taking )'OUr time. 
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