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ABSTRACT 

In the setting or modern business companies arc persistent!) striving to create mechani sms !'or 

d i ITcrentiati ng themselves from their compcti tors ' i thin !.!i' en markets. Because m~\11) market s 

arc quite saturateu ''ith numerous lirms endea\oring lt)\\ard like core competencies. 

organi;ations arc l'orced to dissect their business processes for the purpose or determining \\hat 

stratL:gics can bl! usl!d tt) achic\ c compditi\ c a(.h antage. Commercial banks like an;, other !inns 

stri\e to sun i,·c and succl.!ed in competition b) pursuing strategies that enabk them to perl()nn 

better than their competitors. lherefore this research stud) sought to establish specilic strategies 

used b;- el)llllllercial banks to gain competiti\e ad\antage in efficienc) and dTecti' cness. 

I he stud;, used a de .... cripti\e surve) approach in collecting data from the respondents. rhe 

number of the respondents was 38 senior managers out of the -+-+ commercial banb operating in 

Kc1l\a \\h ich \\ as sufficient for the studv as \1ugcnda and \fu~enda (2003) indie.Hcd that a 
"' 

.. t...,; .... 

popu lation of mnrc than 30 is :.ufficicnt for the studies. A qt11.:stilmna1rc \\ hieh \\ ~b drnp and p1ck. 

"•' u cd in g:t thc ring oC primar) and sccondar) data . '!he qu. litathc dat.l \\ a an:ll )!Cd u:-. mg 

~.:ontcnt tn:tl ) sis md find in • pn.:scntcd in pro 1..' ti.mn. 

I he tUd) · tabli hcd th.ll ~.: lllllllc l ~.:iu l h<Jnk n cd t .1< .. h 1 t UJ ·Iilli t ·hniqu • . lllll Ill· !I ' ll · •i 

pin 1\ 

•r \\th 1111111 11natiun techn l1g). intr du ti n n '' finan i lm tn1m nt. mt n 1.: .._,,tnl ·ttllon 

in the market and rapi I e\olution tu~ ~ .... mdu kd th.ll 

h n need t finn re\ ie\\ their trat 

e lccmc in rder t , in I ln. I ~.~,, i c 

an cu t uner need it th m. 1 

I r rn tl I 111 Ill , th 11 111) Jlll l 

Ill 

II n tl 1111 



CHAPTER ONE: INTRODUCTION 

1.1 Background of the study 

A competitive strateg) '"hich emanates !'rom strategic planning is not a ne\\ management tool as 

its ori12.ins can be traced to the late 1950s and earlv 1960s . Under conditinns \lr C'\trcmL' ._ . 
competiti\ e turbulence the n.:discovery or the competit ive <Kh anlage concept is 11\\t unusu<ll. In a 

stable em ironment. firms can e'\plain their historical strength and any emerging npptH·tunities. 

hut '"ith increased le' el or competition. '"hat used to \\Ork pcrlectl). ma) 11l\\\ l~1il (~a plan and 

'-orton. 2001 ). lhc competiti\eness of a firm in an industr) depend · on its abilit: ttl tlrganilc its 

mwa\1 policies cutting across planning. organizing. controlling. starting. leading. moti' ating. 

directing and communication in order to increase its producti\ it: and efTicienc\ in the 

management nr resources (Johnson and choles. 2006 ). 

I urhulenc~: in thl external en\'ironmcnt. market competitiLll1 and n)l)re di~cl.'rnin!! cu:-.tLlll11.'rs h,n c 

1111 lc it , 1\t.:le it) that u)mmcrcial banks constant!) rvappraise their n)mpctiti\ 1.' :-.tratl.'gtcs . ln 

Lr.negi IC\ IC\\ or the K~:n) a banking intlthtl') it i pl) tulall.:d that tlk 1.'1111.'1' 'in I lll.'llds <llld 

'\idcncc u •gc 1 tlwt significant chan •c \\ill mot likd) 1..1 111 \\h\.'1\.' th 'I· .u~.·. p111spc~.:ts till 

c pi< 11111' c~:onotnic of l:.llc, \o\\ lt.:\t.:ls ol m·sti ~:on cnll.ttion Ill iII\ tittllinn II il\\1.' ll\1~ ,, 

the k ) !a ilitm r hank li inll:rm diati m an _ll071 . 

lor 'O\ cr. nc\\ deli' ·r: hannel arc nun m l h,m 111 I 

mer · lo:, It_ "hen de idmg t pur h 

Jn t d ) ' f; t- h nging mp titi\ c m 1r nm 

hullcn cd b) the emcr ' n e 



gro~th and profitability by linking its internal capability which include resources, goa ls. \'alues 

and S) stems to its external environment whi ch relates to politica l situation. techno log), 

competiti on and Social pressure or the commercial banks as well as sa tu ra tions o l' the market" 

( Porkr, 2004 ). 

1.1.1 Concepts of compctitiYc :u.lvantagc 

\ccording lll ! ~arne:. (200 I ). an organi;ation that has a competitive ad\ anlage " Ilene\ er it hn~ 

an edge O\ t'r ns ri\ als in securi ng customer and defending aga inst Clllnpctiti\e II.H·ccs ( l ht)mpson 

and Stnckland. 2002). , u tai nablc competitive advantage is born out of core competencies that 

yield the long term benefi t to the company. Prahaland and I [amd ( 1990) dcline a core 

compctclKC .ls an area of spec ialiLed expertise that is the result of harmonizing comple\. · tream~ 

or tcchnolng) and \\Ork activity. The) further explain that a core competence h.1:, three 

c harac tcri~ tic ~: one it provides access to a wide \'ariel) of markets. secondly it increases 

J~.:r~.:ci\ cd cu tnn11.:r bcndits and lastly. it i · hard for a competttor tn 1111llatc. Compctim c 

·• h :mta •c i :tl. n cklincd a ~ the stralt..: gic advantage one bu ... ine"~ entit) has l)\Cr it" ri\ '11 cnlltlcs 

\\ ll hi n it ~.:ompc tit i\c indu 11') . t\ chic,in • ~..:ompctiti\1.' a h .una • ~.· ... t1~.:n '!h~.· n .md ptb.it inn ..... t 

bu inc h ·ll c t \\ ith inthc busincs ~o:ll\ irotHtll.;llt ( Ballll.; \ . _001 

l l under t.1nd \\ h) ~.:cn. i n comp tithe twtcgi ar· mor dl·l'liH thm llh , . tll\ 11111 

C 11 id •r the <Jj tributi 11 f IC ource ill C mp till' finn . \ hh lll >h l l!i \ 11 lirtll 1111) 

m te r le 1 an) particular rc ur e. nl) th th 1 • ' tlu<~ll . md il1i\.'ult 

t tmit. tc pr 'tde a u tainable mp titi' e d' nt e ( I 1 mp n md lit 

\\ hen the trnte 'ie empl • ed th linn ' 1 u . ', lu.1l h:. md 

te re ur e th t fim1 1 Ill in th 

mtr ctpl. 111 thu 

lc d t ) ht ,, 

r 



1.1.2 Commercial banks in Kenya 

The commercial banks in Kenya arc regu lated by Central Bank o!'Kcn;a (CRK) Act Cap ~91 

and the Banking ct Cap ~~4 . Thcsl.: acts arc intended primarily to ruci litate the de\clopment 

and maintcnaJKC ol' sound mnnetar; poliq (CIOK 19R9). !'he competition !'or sun i\al nnd 

gn)\\.th ''ithin the industr) is C'Jrcmc. l his poses a major challenge O\\ ing tn pnor p~.:rll.lrll1<111CL' 

or the econom). Lkclin~.: or inDo\\ or imestments and shrinkage or prolits. 1--..~.:n:a 's banking 

sector has been said to be e\ oh ing quite fast and adapting to the challenges in its ~.:m ironm~o:nt 

"hich include .1 poor and a declining economy. cyclical interest rates. high incid~.:ncc tll' non­

performtng loan~. changes in regulatory em ironment and a fluid and 'tllatile political 

em· mlnnH~nt. The issues and challenges facing the corporate sector ha' e ne\ er been as turbulent 

and unpnxl!ctablc as the) are toda;. following the globalization. intensi' e competition. emerging 

multi I. kral tradinl! Mder and hence the need for sustainabk de\ dopment (lhe B.mk.ing sun C). 

2()()1) ). 

A h. nk.ing indu tr~ fa<..:e:-; .stiff competition. the need tt) tlkntit~ and de\ dt)p a compelltl\ e 

.~d,,rmnge h~.:conl\.:s ~\en mon: critical. 'l he bank::. ma\ dl'\dt)p :-ustainabk CtHnpetiti\e 

ad\,uH, •c throtl 'h clfici~.:lll mHI dh.·cti\c sllatl' •ic en k · . Althtlll d1 1:!111lp~.·titl\ · sttat~o: 'll's i:-. 

Ill l • ph~ ical [I luct. It an C Wkcn ap.trl. C, ,ttnin d. lc lc i .Ill i I • 11 •in • ·r \ 1\1 'll t.tsl •t, 

c t-h: s Ill pcrlorm nc\\ tri k to help tht: bank •ain ·om1 titi' · .ld' .mt.l • ·. It multi · 

1111cn i nal. it c mpri c of ditferent fa et t inf uu lUll:. Ill \\hr~.h 1mt t b~,· 

d re d 111 the que t ft r excel! n 

~.:nerall~ the Ken. ban ing indu tf) i 

it. ''ith impr ' hen~ 

hi h i tal 

lh lutur\; I 

th 11 II h cr b cn uh 0 ~..nr 

Ill I 'Ill I I 

Ill I Ill th 

I h B. nldn 

II 



exceed a customer· s expectation. do something that makes customer reel spec tal and 'alucd. and 

create positive and memorable experience for customer. B; delivering stcllnr sen icc ) ou not 

only build customer loyalt) and associated reeling or trust and conlidcncc. but also enhance 

dlicienc) and i..!ITectl\eness required in gaining compctiti\e tH.Ivantage (Mbobua. 2007) . 

1.2 Research problem. 

Organitations operate in a stilT competitiH~ environment due to e\istence or ~)ther !inns 

producing and or 'ielling the ·ame products or ser\ices. Morct)\'cr. Barnc: (200 l) highlights the 

importance or implementation competiti\e strategies v.hich lead to attainable or compctiti\ e 

ad\ antagc results from a linn's unique capabilities that are' aluable. ran~ and inimitable (Barney. 

1991 ). 1 hi..! strategy implementation approach involYes 'ie\\ ing stratcg: as affecting 

orga nizati1mal d11ncn ·inns. or organitational dimensions are adapted to str<neg: . '' hich then 

re ul! in highe r linn performance (\tlbobua. 2007). 

Bankmg ha trad itionally operated in a rclati\cl) table cmironmcm tl.w decades. Il o\\e\er. 

tc d, ) t hl.! i ndu t1 ) is fal.!in g Jramat ic< 11) agl.!r~.:~ ~ i' e om petit ion in ~~ ne\\ dere!!ul,ned 

em ir nment. H nk in 1 indusll) are n.:alizin 1 that stift comp ·tit inn "ithin th ~..· h. nkin" mdthll\ 

neec ll.tting lhc lcsign o ompetiti\ c tt.tll.! 1ics 1 

tr,nc 1 lc •t i< r pcr!ot mrmcc an 

firm t l mm, nd a compctithe mh anta' d J nd 

d' amugc that the~ C< mm 

I he bu ine em 1r nment in the unt~ h 

~run 1 num b 

II 

·t(l l l ll\ I ll ·~..·. Su · 1..' ~ !ttl 

l \ nt,t ' '. I h · .tl dit) nl .t 

ll t.ain1bilit~ l l l th' t.:l llllJ'I..' I i t i \ l.' 

d 11.: uhin 1 111 llll l1 ~ .11 .md 

11 lu 

It I t 

h 

, lllJl..'tition 
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increasingly being established. However the rate or establishment or the ne\\ banks is not 

commensurate \\ ith the existing market demand for the sen ices enough to full: ensure that the 

banks arc profitable . Commercial banks in Kenya arc current!) racing increasing compdition 

and tn..:mcndous challenges due to industr) glohali;ation, pri\ ati;ation or gm ernmcnt-tm ned 

banks. advcrscl) changing economic and political patterns lkspitc "idening prolits mmgi ns. Fm 

them therdore tl) sun i\ l.:. they must de' dop compctiti\ c alh anlage tn cnntitllll' attracting 

customers ( l he Bank.ing Sun C). 20 l 0). 

I he concepts or competiti\ c ·trategies and competiti\ e ad\ antage hm c been studied b: mam 

'icholars due to their increased importance in modern da) management of the firms. For e\.ample. 

Omondi, (2006) carried out a research on the structures and grm\ th of the bank.ing industn in 
~ ~ -

Ken) a . • 'Jeg"a (2006) looked at the commercial banks and financial in~titutiL)11S !'rom a 

mmk~.:ting J1llilll \)f \'ie'' h) as::,cssing the qualit) of sen 1cc I\lyakang'o (2007) carried out a 

rc carl'11cd ( n the C()lllpetllJ\ c strategies adopted b: audn !inns in . 'airobi and llHI11d lHll that 

llt Itt li till an: ahk hl perform betkr \\hen they adopt l.:lH11pct it it \1.: strak gic-. . ( 1akcnia ( 2008) 

111\cd n11 th~.. tr:ttcg) impkm~..ntation in Ku1~a ( lHllllh:r i !I Hank , l1itun ,., (_OllX) studkd nn 

the \ .trilll rc p 111 c lr, h.: •ics ol Bank in • indu tr~ Ltd to ' tlllll <.:titilln in th~..· K~o.'ll) ,111 han hill • 

1nlu ll) . Kihc (200XI rc c.trchcd on the trmc ') im1 km nt.tti nat l· 111it~ H.ml\ l inlltl.:d . 1 h~.:tl.' 

no kn \\ n tu ) that ha titi\' ll,ltl.' 'I Ill I • hi~\ ing 

mpcuti\c \dltag in mm rial bank in Kcn)a. 1-.in' '' m \\Ct th~o.· 
fi II \\ing que ti n. \\hat 

\\ h. t arc the trategie 

of in rea ed m titi n t 

pted b) th m K n. ' ·Ill )lllJ'dlll\ ~ 

1 .. R . l'.IJ'Ch ()hj di 

I u II\ n • • 

II lltl 

Il l 



1.3.1 Value of the Study 

rhe banks are interested in creating a sustainable competitive advantage through cl'licienc) and 

eiTectiveness ol' services pro\idcd to their customers. Banks will be abk to utKkrstand the 

impact or competiti' e advantugL: and im est more in long term strategies to outsmart their ri' <1ls. 

l he general public "ill want to kmm the best hanks that'' ill gi \1.:· them 'uluL' II.H· their mone) 

and the -.ame time. ol'l'cring eCiicient and dTective sen ices " ithout compromising the qual it) ~)r 

the products and ..,en ices. 

'I he stud: is important as a catal;st to explore the area further. This is particular!: so because the 

study is suitable Cor further research. It would also facilitate the conduct or other studies that 

requires the resulb of their stud) on their information. Students and academicians '' ho "ish to 

utn) nut tunher research in creating sustainable competiti\'e ad\'antage Ill organi?ation usmg 

cnm1 t:llti\e trategies \\ill greatly bcndit from thts study. 



CHAPTER TWO: LITERATURE REVIEW 

2.1 Introduction 

I his charter re' ie\\ed the concept or struteg) and cnmpetiti\e ath antagL' put 1\\J\\<trd h) , arinus 

..,cholars and early n:-.e.trchers in L'.\plainrn 1 the11 usc rn Strate 1 ic nwrw ~1 L' I11L' 11l tn n hustl1L'Ss . 

2.2 The concept of Stmteg~ 

\ccordin 12. to 1\.lrnl!bcn..! ct. al. ( 1998). then! 1s liH! main and interrdatcd dclinltturts \)r -.tnttL'"' · 
..... .... 

~ .. 

Plan. Ploy. Pattern. Position and Ptrpecti\e. \ndre\\ ( 1908) ddined stt.tt~.:g:- ,ts a pattL'lll t~l' 

decisions in a com pan~ that determines and re,·eal · its object!\ C'-'. gt)i.lls. plans !'or achk,·inL'. 

thllsc goa b. and defines the range of business the compan;. i. tt) pur-.u~.?. \ lint l.b~.?rg l.?t al ( 1 99~0 

dnl\\::. distinctil)ll bl.?t\\een planned or deliberate strategy and emergent 1H1es. lkhb~.?rate trateg;. 

lncu lll1 ClHHnll '' hile emergent strateg~ emphasizes learnmg. \\ hlllingtl)n ( 1993) attempted 

t m,tl,~ ense of the mam definitions and cate!.!ori~.: L1f tr, 1 !!\ b' identif\ in!! 1\.nu· ••enenc 
- - -- .. . ..... ~ 

I" c lnH lei. e~ ptolitrtl ilit) , ~.:tllllll1 I lr m the ·fklli' c detl ) m 111 nf uniqu r our~.· tlrtt 

til( \\ 

pr lu 1 111.11 kct p iti nin ' (I uh). -

11 b) \\hi ffil ll\ lu d l u m 11\1\ 

rap hi pan i 11. di' 111.11 k I 

n •trati n. retren hmcnt. di' c titure. 

th t r qui~ 
f th linn· 

ttl 
I I ll 

ll I. tn tl tum 

I II I 



tend to lo lltm the more forma l process or planning while the rea li zed stra tegies arc those that 

undergo cu ltural and polit ical process as we ll as learning and logica l insti'LIITlcntalism. 

lloskin {1990) agreed v.: ith chandler's \'iCW or the dC \ C1opmcnt or modern busi ness stmteg) 

since the industrial rc\ olution . 11oskin IH)\\C\ er docs take issue \\ ith both Chandler .md Bracker 

in t\\ o cruci.ll po ints. hrst he mgue -; that the modern concept or organi;ation strateg:- he.1r-; little 

resemblance to military strateg) . at kast as it exi sted up to the First \\ orld \\ ar. Sec~)ndl) . he 

challenges the 'IC\\ that the origin of business strateg) is untraceable. \\'hen inwsting the 

emergence or modern strateg). he did find a link '"ith the militar) ''orld. thlnigh it " as not quite 

the link that Brad,er and Chandler proposed. 

2.3 Co mpctiti\ c ad\ antage. 

t\ compan) ha:. <.I competiti\ 1..! ad\antage \\hcne\er it has an ed g~? 0\ 1-?r Ib ri,als in :-.1-.!c un ng 

cu llHnt:r and def~? nd i ng aga inst compet1ti\ I? fore~?:-. (l hompsnn and \t nckLmd. .200.2 ). 

Su t, inabk wm[l.'ti ti\ ~.: adY:mtage is born out or co r~? comp~?tl?ncie~ that ) ield the \L)ng term 

h'lll:lit t1 thl.' compan) . Praha land and lbmd (1990) k·tin~.: a t'1He uHnp~.:h.:nle a~ an ~Hea L)r 

p·ci, lw: I c:pcrti c th ll is the I C ult of h·um lllilin' ompl strcam l'f t · ·hn('h'') md \\1IIK 

CIJ\ it) . I he) funhc1 C."J l,aill that a ~1 1 c C( mt t 

' cc tn ,, ''ide 'arict) ot mru kct . econdl) it in 

it 1 hard I lr ,, mpctitor t imit te. mpctiti\ 

d' ntagc nc bu inc entit) ha \Cr it 

hic\in, _ mpctiti\c d\ant gc tren 1 then nd 

emir nrnent 

bu 111 

, \Ill i\ (1\l\ id' 

.11\llltl) . 

Ill ll 11) 

ttct nhm th lu in 
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Competitive advantage occurs when an organi zation acquires or deve lops an attribute or 

combination or attributes that all ows it to outpcrl'orm its competitors. These attributes can 

include access to natura l resources, such as hi gh grade orcs or inexpcnsi\'C po\\ cr. or access to 

hi gh!) trained and sk.illcd personnel human resources. C\\ techno logies such as robotics ~md 

in!'ormution techno log) either to be incluucd as a part ol' the product. or tu uss ist making it . 

ln!'ormation tcchnolog) ha" become such a prominent part or the modern business \\\ll'ld tlwt it 

can also contribute to compctiti\ e ad\ antage b) outperforming competitor" "ith regard tn 

i ntcrnct pre"encc from the 'er) beginning (Porter. 1985 ). 

2.-J Strate~ and Co mpetith e Advantage 

t\ mn and '-.chncmJkcr. ( 199"' ). noted that strategic response · im oh c changes in the linn· , 

tnttcgic hcha\ ItH·s to assure success in transforming future em ironment. Porter ( 1998). defined 

trall:gic re pnnsc a the set of decisions and actions that rcstiit in the lonnali?,llion and 

implcm( ntallnn nr plans dc::.igned to achieve a lirm · s objcc ti\ cs. 'I herc ti.H·c it IS a rc,Ktion lt) 

\\h,n 1 h•tlcning In the l:Conomic emironml:nt nf t)rgani:ta titHh. 1\wtcr (199~). \ IC\\ S 

Ol J,l!iot II rc Jill\ t; 41 pat or a plannin I procc th.ll 'tltH' Iinat..:~ np l:llltll).d 't):\1::. \\ ith tlhhL' 

ot the lar 'C.:t or ',llli / ation. I h:m:~: op~:ta t ional i sue rii'L' lll\l tl) Cllll '1.'1 111:d "ith •t t.lin hn1,1ll 

p li 1c , nd JDiicic or utilizin' the firm t th · l it "'"' 1 'Ill\ 

mpctnh c trateg) (II) att. _oo I 1 

J \\1 (:! 10 a) that then.: i nee to d pt ne\\ trate 1 i th t lllJt h th~.: hlllll·ng, 111'"' thL 

en\ 1r nmcnt. Rt:enginecring. d "" 1zin_. 
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strategic 1ssue responses are necessary to facilitate the firm ·s preparedness 111 handling the 

impending issue. \vhich may have profound impact on the firm. 

According to I Iambrick. ( 1986) there is no agreed all embracing delinition tlt' strateg). Indeed . 

strateg) is an elusi,·e and some\\ hat abstract concept. I k argues that thi s is e\.pectl.!d "hen 

dealing \\ ith an area that is constant!) di..!' doping. Strategy is the dirl..!ctil\11 and SCllpe \lt' an 

organitation l\\ ~.:r a long term. Strategies arc systematic choices bout ho'' to d~.:plll) rcsoun.:cs tn 

achic' e goals. r\ strateg) is a long term plan of action designed to achie' e a particular gLlal. most 

oltcn ""inning" ( rhompson. 2007). Strateg) is differentiated from tactics or immediate actions 

\\ ith resources at hand b) its nature of being extensiYel) premeditated. and often practical\) 

r~.:hears~.:d. 

Str:ncg) i a deliberate search for a plan of action that ''ill de\ dop a businl.!-.s ·-. Cl)tnpetiti\ e 

a h amag~: and cnmpt)Und it. For any compan). the search IS an HeratiYe prlh.:ess that begins "ith 

ICl.'ngnitinn of\\ h~:~e) ou are no\\ and\\ hat you ha\ e 110\\. \'lmr 111t)St dangernu CtH11petitt)l'S arc 

tho c th.ll arc rno t like )Oll . l h~.: ditfcrcnccs hel\\ccn a tirm: nd its Ct)tnp~titln arc the basis l)r 

it t hdl1lrl'C. If n li1m is in hu in~.:ss and is sclt-sup(l)l'lin •. th~.·n it .llt~.·:td) ha-. stHnc \..ind 1lf 

I 1\ nntng~.:. no mallei ho\\ mall or suht k . 'I h<.> L)hj • ·t i'..: i to nl. r • th1.· ~ ~~1 · 11 1 h~.· .1~h .1111:1 'l.' . 
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usc these strategies to sustain a competitive advantage. The) are called generi c because the) arc 

not ll rm or industry de pendent and arc applied at the business unit level (Porter. 1 980) . 

I he cost leadership stra teg; invo h cs the organi ;ation aim ing to be the lo\\est cost producer 

within their industr;. The organi;.ati on aims to dri ve cost dov. n through all the clements or the 

production of the product rrom sourcing to labor costs. Some organi;a ti on may aim to dri\ c 

dm\ n co:-.t hut \\iII not pass on these cost sm ings to their customers aiming 1\.lr i ncrcascd pro lit s 

clear!) because their brand can command a premium rate. 

With a di ITcrentiation strateg). organization focus their effort on a particular segment or the 

market and charge tor the added differentiated \a] ue. e\\ concepts \\hie h a! h.m for 

dirt i: remiatttm can be patented. However. patents ha\e a certain life span and organiLational 

\\ ll)s l~tc e the danger that their idea that gi\e the competitiw Jdvamage \\ill be copied in one 

tinm m another !<rupta and Govindarajan. 199-f) ftrms that succeed in dttlerentt ~Ht l)ll strateg: 

o lt ~ n ha \ c :ll: Cl' s to leading scienttlic research. high!) killed and creat i\l' pmduct de\ eh)pment 

I am. tmng ~ti cs tcnm \\ith the ability to stH.: l:l. ssfull) l.Otnmunicah.: thl· p l..' tl~o.'i \ ~..· d s ll c n •th s tlt' ~\ 

ptoduct and a corpora l ~: n.: putation for quality tllld inlltl \(tt iiHl. 
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must have a large market share (Hyatt, 2001 ). There are many areas to achicn~ cost leadership 

such as mass production, mass distribution, economics or scale. techno log). product design. 

input cost. capacity utili;:ation or resources, and access to r<.m material s. Porter ( 1985) purport s 

on!) one lirm in an industry can be the cost leatkr and il' this is the onl) dil'i'crcncc bct\\ccn <I 

firm and competitors. the best strategic choice is the low cost leadcrship role . 

Lo\\ er co~ts and cost ath antages result from process innm at ions. learning cun e bcndits. and 

economic-. or -.cale. product designs reducing manufacturing time and costs. and reengineering 

acti\ itic-.. \ lt)\\-cost or cost leadership strategy is e1Tecti\el) implemented "hen the business 

Jestgn-.. produces. and markets a comparable product more e1Ticientl) than its competitor·. The 

linn may ha' e access to ra"" materials or superior proprietnr) teclmolog) "hich helps to kmer 

cn ls. 

omn11.:n.:ial hanks do not hm 1.! to sacri lice revenue to be the cost k<1der since high re\ enue is 

achic\cd thrnugh nht:tining a large market :-.hare (Brene:-.. ~lena. and ~h1\ina. 2007). l.L)\\er 

prk · lc<td to highct demand and. therefore. tn , largl.'r markt'l hate. t\ .1 hm CLbl kader. 

11lllllc11.:ial han!-. c:m pte ~ cnt h:urkts a '• inst lli.'\\ m:'ukt•t ~.ntr.lllh \\hll \\tlldd tlt..'l.'d lm • 
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kno\\ledgeable consumer interested in a unique or quality services and '' illing to pa) a higher 

pncc. 

lh: kl~) step tn devising a di!Tcrentiation strategy ts to determine \vh:.ll makes local and 

multinational banks dir!l:rent Crom u competitor's (Mintl.berg and Quinn. I 99..J.). Factors 

including market sector. qualit) or \VOrk. the size or the linn. the image. geographical reach . 

im oh emcnt in client orgnnitations. product. deliver) S) ·tem. and the marketing appr01.11.:h ha' e 

been suggested to differentiate a firm. To be effective. the message or di1Terentiatit1n must reach 

the clients as the customer's perceptions of the bank are important (Oa' id. 1997). 

I.e\\ in. and olbcrda. (1999) indicated that some ke) concept for e ·tablishing differentiation 

strategies in thc commercial banks include speaking about the product to select panel·. "riting 

on kt:) topics alfccting thc company in the association's magaLine or ne'' sletter. becoming 

Ill\ oh l:d in th~.: community. bcmg creative \\hen composing the com pan~ 's pnnfnlto. offering 

omtthmg the competitor doc not or cannot olkr. pw' iding c-commcrcc. makinl.!. access w 

I nnk intormmion and produ~.:t both qukk and ~.;:ts). usin, bank i:tc a an ·td\ anta"c. trainin~ 

cmplo)c s \\ith in-depth prodm:t and crvicc kno\\kd •c. \ 1klin • itnpto,~,:d lit inthi\,Ht\\..' 

pr luct • ClllJ hu j;ing the bank's statc-tll-th -an techn llO'). lll.tlit) ~~ \ i ., .md uniqu · 
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strategies. But. focus strategies are most e1Tective when consumers have distinct prc!'erenccs and 

\vhen the niche has not been pursued b) rival firms. 

Commercial bank ma) also choose a combination strategy by mixing the uroremcntioncd generic 

strategies. For C\.amplc, a lirm may choose to ha'c a rocuscd differentiation stratcg). J'his means 

the commercial banks has a unique sen icc offered to a targeted market segment. l'hc 

Commercial banks may aLo choose to hme a focused cost-leadership stratcg:. In this instance. 

bank:, \\Otlld usc a cost kadcrship ·trategy targeted to a ·pecific market ·egment. !'here is much 

t.khate as to "hether or not a bank can have a differentiation and lo\\ -cost leadership strateg) at 

the same ttmc. Porter. ( !980) felt differentiation and cost-leader hip \\ere mutual!: exclusi' e. 

Kumar et al. ( 1997) in their stud: of generic strategies used in the hospital industr: found that 

\\hen hnspitab t(,lhm a tocu~ed cost leadership hybrid strateg: the: exhibit higher perform .. mce 

than those l'nll1m ing c:ithcr cost leader hip or ditTerc:ntiation alone Ll)\\ er cost and 

litlcrcntiation are direct!) connl:cted \\ith protitahilit). 

2.: hu:tnrs lnflau:ncin14 ( twice of Str:ltt•gy 

!thou •h mnna •crs ide, II) pn.:kt to linnntl3tl: dcdsh1n thwu'h a ) h.m Ilk 'I pt11:1 h. th~.· 
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dectronic payments requires banks to change their strategies to collaboratin~ strateg) in order to 

meet e-pa:rment demands. 

Banks raced competitive pressures which forced them to migrate their branch net\vOrk S) stem 

tlmards the development or integrated sen icc channels : that is rrom is\llated channel s t\l an 

integrated one (l\lilcs and Sm)\\. 1978). I his is because the compctiti\ c altcrnati\ cs in tl1l' hank ·.., 

Ptl) ment transmissionS) stem Internet. mobile phones mean that banks canmlt usc a net\\ orh. l\lr 

clearing and settlements to achieve competiti\c adYantage. The on:rall thrust is that banks 

reali/e the importance of hm ing control over the payment networks through e-banking '' hich 

gi\ es a competi ti\e ad,·antage 0\ er other competitors. 

'I he nature or the local em ironment influences adoption of competiti\ e strategies b) 

cun1mcr-c~ ral hanks \!though defined a~ a critical factor in the strategic management literature. 

onl ) t\\n nrdics nr subsidiary roles (Prahalad and Hamel 199-f) idcntitlcd the em ironment a:::. a 

k ' l.11:tu r a !T~:c tin g hanks in Kenya. irm t:nvtronmcnts may n.:pre cnt opptwtllntttcs or threats in 

lhl~ lormu\ntiun of" stratCg) (BrcnC , i\.kna and i\1oJina. 2007). ~fl)lu)\ Ct. 1.:11\ irt)I1111CI1l S are 

•rcath uhducd h) political m cconomic hanier u~.:h a lol'ai ~.: nnk· nt .md lmn~.: r shr p 

rc •t rl atr on \\ hich 111ft\ ' con 11ain autmwm' for h, nk k d il'll i ntha t ~:n ' irorun ·nt. . . 

2.6 Challcn~rs of impll'rncntin~ compctitin~ "tratccit:,. 

I h r le of appropriate manag ment in tratt:gi 1 highl~ i •nifi mt h h. h:~n 
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The ri sks assoc iated with a differentiation strategy include imitation by co mpdi tors and changes 

in customer tastes. Addit ionall y, various firm s pursuing focus strategies ma) be able to ac hi e' e 

even grea ter di fTcrentiation in their market segments. Furthermore, it ma) be f'a irl ) eas) f'o r a 

broad-market cost leader to adapt its product in order to co m pete d i rec ti ) . Fi na II y. other It H.: users 

ma; be ab le to can c out sub-segments that the; can sen e C\ en better ( Pnrtcr. l ')9X ). 

Lc\\'in anu Volberda ( !999) stated clear!; that most of the indi' idual barriers tn strakg) 

implementation that hm e been encountered fi t into one of' the folio" ing interrelated categoric-; : 

too many and cnnflicting priorities. the top team does not function \\ell : a top do,, n management 

St) lc : mter-functional conflic ts: poor vertical communication. and inadequate management 

de\ clopment. I hco.;c categories can be translated into the folkm ing problems: competing 

acti\ itie~ di stracted attention !'rom implementing this deci~ion. changes in responsibilities or ke ~ 

1.: 111plu) CCS \\ CI"e nnt ckarl) defined. key fom1ulators of the Str,Hcglc decl-..,it)l1 did IWt play an 

t~.:t i \ c rn k in implementation and probk:ms requiring top man~l!.!Cmcnt 1m t)h emcnt \\ ere nL't 

~.:unumtn it.:. t ~.: d cad) c.: no ugh ( Hurnc:-.. 1996) 

< h~gc (_OOX J argue that in imp! mcnting comp~.:titi' 1.' stl ~ll cgio..: in o 1 •.mi:rHil'll . mana • ' ll ll..' t\1 
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to be applied by the company are as follows. Differences in quality or des ign among output . 

Ignorance of buye rs regarding the essential characteri sti cs and qualities or goods the) an: 

purchasing. Pervas ive sales promotion ac ti vities or se llers and adve rti si ng. Poss ihil it) o l' 

den~loping signi!icant prod uct di !Terenti ati on th ro ugh adverti sing is gn:at l; enhanced and 

Dif!'crentiation in the loca tions or se llers or the same good "here the product !i ll s no technical 

function but rather can sa tis!') man) di rrercnt sort or personal needs Porter (I 9X" ). 

1 he objectiw of ditTcrcntiation ·trateg; is to develop a position that potential customers " ill sec 

as unique . I r the com pan)· s target market sees their product as different !'rom the competitors 

then. l',c,:,, \\ orld "ill ha' e more ilexibilit; in developing ) our mark.eting mix .. \ successful 

product di!Tc.:rc.:ntiation tratcg; vvill move their product from competing based primaril: on price 

to competing on nnn-pricc factors. DitTerentiation has been ·ho" n to imp"1ct linn performance 

pn iti\cl) hnth theoret ically and cmpiricall) . DitTercnttatwn primanly tmp~1cts performance 

lhr lltgh t\\o mechani. nb reduced price scns tti vi t~ and reducing directness t)f Ctlmpetttwn 

In Co t I ca h.: r l11p Strategy. (Porll:r !9X5) cmpha~i zc cl lt dt' ll~o:) h) prml ut'in~.: hi •h ' tllum tll' 

tand:u di ~: cd prodllct : the firm hop~:~ to wkc dvantagc o l c~.:ontl lllic o l ~.:ak 11 1d ~,.· p ~_· t i~.· t ll.' l..' 
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skill s, incentives based large ly on subj ective measures, be able to communicate the importance 

of the di!Terenti ating product characteri sti cs and stress continuous iml1rO\'Clllcnt and inno\'a ti on. 



more than 30 is surficicnt for the studies. The structured questions were used in nn elTon to 

con ervc time and money as well as to facilitate in ensier nnal) sis as the) arc in immediate 

usable form; while the unstructured questions \.Verc used so as to encourage the respondent tn 

give an in-depth and t'elt rc ·ponsc without feeling held bad, in rc\ eating ot' any inl'ormation. 

3..4 Data Analysis. 

I he collected dnta was \\ell examined and checked for completeness and compn:hcnsibilit~ . l'hc 

data ''a~ then summari1ed. coded and tabulated. Descripti' e statistics such us means. standard 

de,·iation nnd t'rcquenq distribution ''as used to analyze the data. 1 his "as used to perform the 

anal) sis as it aid-. in oruaniLing and summarizing the data by the use of descri11ti' c statistics such 
~ .... 

as table Data pre-;entation ''a done b) the u e of pie charts. bar charts and graph 'I. percentages 

and lh:qucncy tables . This ensured that the gathered informatiLm is cle<lrly underswod b) 

de crihing \\hat the rcspom.knts arc saying. The qualit:.nin~ data \\as anal) ;cd usmg contcnt 

tn,d) is and tinding prcscntcd in prose form. 



CHAPTER THREE: RESEARCH METHODOLOGY 

3.1 Resea rch des ign and setting 

In this stud). a survey design adopted. Thl.: research probkm \vas best studied through the usc nr 

a census sun C). Census is to the stud; of the total popu lation \vhere all the ikms under stud) iii'L' 

in,cstigatcd and this is applicable where the population v\as so small that sckcting a sample \\as 

lllcaninglcss ( Mugcnda and Mugenda. 2003 ). 

3.2 Target popula tion 

\ccording to Kothari (2004 ). a population refers to the entire group of '\ubjccts that conform to a 

gl\ en specification that can be u ·ed as a data for research purposes .. \ population also refers to 

the total collection or elements about \\hich the re ·earcher "ishes to make some inference-; 

( ooper and Schindler. 2003). In this stud} the population \\as all the -l+ Cl)mmercial b.mh.s 

opl'rating in Ken) a as at ~fa) 2011 (CBK.. 2011 ). 

J., Data ( olkc tio n 

I he stud) u~~.-d the qu~.::-.tionnain: a~ the data ~olh:ction hlt I I h~..· )th: tiunrl.lit~o ~,~, 111 litll..·d ht)th 
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CHAPTER FOUR: DATA ANALYSIS, RESULTS AND DISCUSSION 

-'.1 Introduction 

'I his chapter discusses the interpretations and presentations or the findings. l'h~ ob,i~cti\ ~s or thi s 

study werc to establish specific strategies used b; commercial hunks to ga in cnmpetitin.: 

ad,antage in efTiciency and eiTectivcness. !'his chapter discuss~.:s data analysis. interpr~tatinn ami 

presentation and presents the discu ·s ion and conclusion or the stud). 

-'.2 Response •·ate 

hom the stud). the stud) population was 44 v.here 44 respondents re ·ponded and returned the 

questionnarres. Jhis constituted an 87°o response rate. Mugenda and \lugenda (2003) indicated a 

l'i.:spnndent rate or 50° o. 60° o Or 70°·o is Sufficient for a StUd) and therefore a respondent rate of 

44u u fnr this stud) ''as' cr) good. 

-'.2.1 Background information 

I h~: tud) lllt'htthl.' background ofth~.: stud) r~.:spnndcnt on th~.·l t i oltheit p, 11i1, 1h. il,;, ·1 11 ( 

llh:ir ~:dlll:ation and th~:ir Workill' p rind inth1.· hank 

-'.2.2 Respondent'-, position 

I h Ill I_ ought to in\ t: tig~llt: n.: pon ent p it ion in th nk. F nn th tindm' . mu t ol th~.: 

rc p llldent ittdic, ted that the) \\ere em r ban Ill 
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-t.2.3 Respondent's level of education 

The study sought to inve tigatc the respondent' s le\ el or education . From th~ lindinus. majorit\ 
'- . . 

..J...J. 0 'o or th~ respondents indicated that th~) had bach~lors ' k\ el or ~ducation . I J O () ol' the 

respondents vvere post graduates whik most I ooo or the respomknts indictlled to he diploma 

holders. This implies that the stud) had the inli.mnation !'rom literate and competent personnel 

\\ho vvere able to adopt strategies to gain competiti\ each antage in eflicienc) and cl'!\.:cti\ cncss. 

Figure-'· 1 Re pondent' · level of education 
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Figure -t 2 Working period in the bank 

f{espondents" orldng pt•rind 

so 

40 JU 
30 

20 

10 

0 1'1'1 \ \'111:1!_!\'' 

0 

4-6 years 7-10 years 2-3 years Over 10 years 

4.3 Compctith c ;,tratcgics implemented 

I h~..· study sought the comp~titi\t.~ strat~gies that are best implemented in the bank. From the 

lindin!.!,s. majnrit) of th~.: r~spondents indicated that banks best implemenh mixing the strategies. 

lncu ing 011 pnn iding unique fin:mcial product or sen ice. focusin!..!. l)n the cost l)l the financtal 

prndu~..t s and ~n ic~s and Commercial Bank aJopt ltli..Us strate '' n tndi ll..'d h\ 1 1,1 '()ll 
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4.4.1 Describing competition in the industry 

The table 4.3 belo-w indicate how the respondent described competition in the bank industr) . 

From the findings, majority 56% of the respondents indicated that competition in the bank 

industr) has been very strong. most :?J<>:o or the resroiH.k:nts indicated that there has been h) per 

competition in bank industr) whik 2 1° o or the respondents indicated that competition in th~.: 

bank industr) has been strong. Thi s concurred v.ith Kotkr and \rmstrong. (.2002) . ,, lw round 

that bank. industr). is Cacing dramaticall) aggre ·si\ e COmpetition in a ne\\ deregulated 

em ironment. rhis implie · that banking indu tr) needs to reali.Le the stilT competition ,, ithin the 

hanJ..:ing industr) nccc ·s itating the de ·ign of competitiYe strategies to guarantee their 

Pt.:rf'ormance. 

Figure 4. 3 l)co;cribing competition in the indu try 
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increased banking services demand, well remunerated staiT b) competitor. ciTicicnt and dTccti\ 'C 

management and awareness by public to have banks accounts \\Crc the ractors that caused 

competition in the commercial banks to a very great extent as indicated b) a mean o l· ..J..97 . ..J. .H9 . 

..J..8..J.. 4.76. 4.75. 4.63. 4.60 and ..J.S' with standard de' iation or OKL 0.6-J.. O.H7. 0.5-J.. 0.59. 0.51. 

0.55 and 0.51. The stud) rurthcr found lhat most or the respondents indic<tkd thai cntr: nl' 

f'oreign-Lwvned banks in the murl-..et and countcr-stratcgie'i b: ri\<.ll bani-.-; cau-.;ed competitinn itt 

the commercial banks to a great extt.::nt as indicated by a mean or ..J. . ..J.9 and ..J. . ..J.7 \\'ith standard 

dt.::\ iation or 0.59 and O...J.I. 

·y his imp! ieJ that rae tors influencing competition 111 the commerci<II banks ,, ere changing 

consumers demand. go\ ernment policies. introduction of ne\\ financial in~trument. prices or 

producllsen ice"i. tncrt.::ascd banking sen ices demand. \\ell remunerated staff b: competitor. 

L'fficil..·nt and c!Tecti\ c manag~.:m~.:nt. awareness by public to h:l\ e banb LlCCL1ttnl'i. entr: nf 

lorei 'tHl\\ ned hanks in the market and counter-strategte h: ri\ a! hank . 1 hts ct1ncurred "ith 

<rallicrs and Leidner ]006). \\110 f{mnd that the hu inos emimnmcnt in the etnmtr) h~ts 

drasticall) changed r~~:-.ultin' in solllt' lo~. I and multintional b:ml...s o1 nil l , numh~T nl' ht~mdh .. ' 

acrns hmdcr:-; ~tnd tllll incr asing wmp~.:tition in thl: indu II') •l1 ,\II) Lmkin' indusll) 

fa ~: tilt c llllp~titi 11 . the n·ed to identity and I \'cl p, mp titi' .td\ nt ~Hh: l lllll..: ., ·n 

111 r~ criti .tl . 'I h.: bank ma) de\el p u tainablc c mpetith~ ad,ant.t c thtou •h ilil'i 111 ml 

effective trat gi en tee 



Table 4. 2 Factors causing competition in the commercial banks 
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(10 I 0), V\ hi ch stated that firms must adopt umque strategic measures to cope or ri sk being 

throvv n out of the market by the same competition because o r the linkage or competit i\ e 

strateg ies <.md competiti ve advantage. Pearce and Robinson (:W05 ). S<.l) s that then: is need to 

adopt nevv strategies that match the challenges !'rom the em ironment 

Table 4. 3 Factors influencing adoption of competitive strategies in han I{ 
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4.79. 4.61. 4.59 and 4.53 supported by standard deviation or 0.44. 0.74. 0.61. 0 . .51 and 0 . .50. 

Most or the respondents indicated that bank adopted the corporate social responsibilit). quick 

delivery timelincs. intense competitions in the market and take advantage or 1 !" opportunit' 

strategies highly as indicated by a mean or 4.49. 4.46. 4.\9 and 4.\4 supported b) standard 

de\iation or 0.53. 0.48. 0.49 and 0.\7. The study further found that most ol' the respondents 

indicated that bank. used were lo\\ cost products strategies llltKkratel) as indicated by a 111 ·an til" 

-+.37 with a standard de\ iation or0."3. 

hom the findings. respondent, stated that bank used cost leader ·hip strateg: "ith the aim of 

heing the ltm e~t Cl) t producer '' ithin their industr). competiti\ e strateg: in order to gain a 

competitive ad' antage through a distinctive wa) of competing and cost ad\ antage 

ditfl:n:ntiatinn. 1 his implied that bank institution were ll\\are of the relationship that exists 

hl..'t\\een Cl)mpetiti\e trategy and competiti\"t~ advantage. The~e concutwd "ith Porter ( 198.5 l. 

,,hn ~trgued that a firm· . !>trength ultimately falls into eo~t ad\ant:.lge and difti?rentiatil)n t(w tht' 

threL' •~.:n~.;ric str~tll;gie re ult a~ 't form of creatin' a Cl)lllpetiti\ 1 • .' tr. te ·~. Cllst leadership. 

lirtl:rcntiatinn and ti 11:u . 1 he firm canu the 1.: stratc •i~.:s t1 su tain .1 c '11lf'dill\ . a~h tlll.t, .. 



-t.5.2 W hether regula rly review strategies 

The study sought to know whether the firm regularly reviewed its strategies. From the findin gs 

111ajorit) 96% or the respondents indicated that the firm used the given strategies regularh while 

4°·o 0 r the respondents i ncJ icated that the n rm did not used the strategies n:gularl) 0 

Figure 4 . .t W hether r eguhuly review strategies 

4% 

0\ t'\ 

4.5., ll •m oftt.·n the firm rcvicncd it'i str;ltcgit.' li 

I he Ill I) ought 10 irl\t:~ligatc ho\\ c)llcll t h~.: li11n 1<.:\ it:\\<.: I it . IJum th~,· tindl!l, . 

lllajorit~ 54°n indic, ted that the Jinn rc\ iC\\C I it .tt th mi I 11 

rc p ncll:nt in licnt I that linn re' i~o:\\ed it uategi(' ) ·ar. l_,o o in 
1 

.tt. Inn <.: 

a 111 nth. lJ0 0 ofth~.: re pl ndent indicah.:d aft~.:r -- m nth \\}ule "0 th re p nd Ill 

th 1 the finn ne\er 11 r ,je,,ed their tr te•i lhi impli d th t tinn I'C\It:\\t:d th~.:Jr 

Irate it: 

J 'gun 4. 5 flo\\ 0 ten th . finn rt.' ' in td it lr 

t lo\ n f (lll It>\ I 

I t 

,, ''"'h 



4.5.5 Ex tent to which respondents agreed the given statem ent 

fhe study ought to know the extent to which respondents agreed the gi,·en statement concerning 

competitive strategies in the bank. On the competiti\e strategies in )Our bank. a fiYe point Iikert 

scale was used to interpret the respondent's extent. ccorded to scak those issues that ,,ere 

strong!; disagreed on were awarded I '"hilc those '"hich ''ere strong!) agreed 011 \\ere i.l\\cll'lkd 

5. Within the continuum are 2 for disagn:e. 1 tor neutral and 4 for agree . t\ kan und standard 

de, iation ,,ere used to anal) /C the data .. \ccording to the researcher. those factors "i th a m~:an 

close to 4.5 '"ere rated as to a \Cr) great extent vvhile those ''ith a mean close to 3.0 ,,ere rated 

to no e\tent ore' en not con ' idered at all. On the same note the higher the standard de\ iation the 

higher the le\ el of disagreement or di per ion among the re-;pondents . 

hom the finding. majorit) of the respondents strong!) agreed that 'ommerc~al bank adopt c~).., 1 

k-.1dership strategies du~.. to lan.?.c market. bank adopt focu ... stratcg) tl) pnn 1dc htgh customer 

lo, nit\. th~..· need for quality tinanctal sen tees mtluencc adoption of compctlll\ c :-.tratcuics b\ 
.. .. 

.... . 

l:llllHn~..·n.:ial hank and that the hank tocu:-. on prndul:t dil fcrcntiatil)n h) tl.kus tlll uswmcrs need 

a indkatcd b) " rnean of 4.44. 4.X4, 4.80, and -L75 supponcd h) :1 t.m htd d~.,.·, iatitlll t)f o.n. 
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.... 6 C hallenges in implementing strategies 

The tudy sought the challenges in implementation strategies in Commercial Ban!,.s in Ken; a . 

.... 6.1 C hallenges faced in adopting competitive strategies 

(he table heiO\v indicates the response Of the 1"\.!Sf>Olldents 011 the challcngL'S hanks 1 ~\ced in 

adopting competiti\c stra tegies. From the findin gs. majorit_y of the respondents strong!) agreed 

that weak management roles in implementation. unaligned organi1ational S) stems and resources 

insufficient re ·ources. inefTecti' e management t: les. inflation challenges ,, ere i~tced b) the 

commercial hanks. \1ost or the respondents agreed that improper or inadequate planninu. lack or 

commitmcnt. lack t)f communication. lack of coordination and stringent partner-.,hip requirements 

challcngcs ,,ere laced by the bank as indicated b) a mean of -1-.-1--1-. -1- .36. -1- .2 1. -1-.1 1 and -1-.0 1 

\\ ith standard dcvli.ltWn of 0.5 1. 0.43. 0.33. 0.34 and 0.22 . This concurred \\ ith I C\\ in and 

Volherda 11 999) \\ho clearly stated most of the indi\'idual barrier::. to strateg) 1mpkment::Hion are 

lull 111<111) ,llld lllllfliding prioritic.::s. the top tc.::am docs llt)l Cunction \\CI]: '\lop dtl\\11 managCll11..'1ll 

l)k: inh.: r-t'unlliona l conflict:-.: poor \c.::rtical ~;ommunkatitll1. and rn d ·qth II.' m.m~t 'l'l1h..'nt 

de\ ·lopmcnt. 

I a hie-'· 6 ( hali(•nge faced in adopting l'CJmpctiti' c strat gt ., 
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objective of differentiation strategy in order to develop a position that potential customers will 

sec as unique, have pervasive sales promotion activities or sellers, considerable market share. 

preferential access to raw materials, components ach antugc, advertise it products and sen ices in 

order to move their product from competing based primaril) on price to competing on non-price 

factors. The study round that maintaining the strateg) implementation the lirms requires to 

al\\ays searching Cor cost reductions in aspects or the business . This implied that tinns needs to 

be strategic in implementing the strateg) to be succe-;sful. I hcsc lindings concurred "ith 

Johnson and Scholes (2002). \\ ho argued that successful implementation calls 1\.H· process 

l.!nginccrin~ sk.ills. products de ·igned for ea e of manufacture. sustained access to inexpensi\ c 

captl<ll close :.upen i..;ion of labor tight cost control. incenti,es based on quantitati\ e target. 

strong research and de\ dopment sk.ills. strong product engineering sk.ills. strong creati\ it~ 

ski lb. gnod cnl)perauon with distribution channeb. strong mark.eting ·kills. incenti\ e.., b.lSed 

largL·Iy on ~ uhjccti\\.: measures. be able to communicate the importance of the dtC!~n:ntiating 

produl: l clwr:u.: tcri tic::. and slrt:ss continuous impro\cmcnt and imW\'tlt il)n. 
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or valuable. rare and imitable products influenced the adoption or competiti\'e strategies in the 

bank .This implied commercial banks need to adopt superior techniques to outperl'orm their 

rivals. The study found that bank adopted product difTerentiation. high k' el of' sen·ice qual it:. 

great customer service. a wide range of product base. maintain a good brand image. continuous 

training of staff and quick deliver) timelincs strategies to gain compctiti' c advantage . !"he stud: 

further founu that hank adoptcd the corporatc social responsibility. quick dcli\er: timelincs. and 

intense competitions in the market and take ad\ anLage of I I' opportunity strategies high!: . 

hom the findings. majoriL) of the respondents strong!) agreed that \\eak management roks in 

implementation. unaligned organizational systems and resources insufJicient resources. 

inert eel I\ c management st) ks. inflation challenges were faced by the commercial banh.s. r-..Iost 

ol ' the rc~pnndentS agn:ed that 1111proper Or inadequate planning. lack of Cl111111litment. lack of 

communication. lack nf coordination and stringent partnership requirements challenges ,,ere 

l:t~.:cd hy the hank 



CHAPTER FIVE: SUMMARY, CONCLUSION AND RECOMMENDATIONS 

5.1 Introduction 

In this chapter a summary of' the findings from chapter four \\ere. discussed. conclusions dr<J\\ 11 

and recommendations or the stud) based on the objecti\es or the stud) \\hich \\ere to establish 

'>peci lie strategies used b) commcrc ial banks to gain com pcti ti \'e alh an tage in el'lic ienc, and 

e !Tecti' eness. 

5.2 SummaJ1 of the findings 

!-rom the lindings. the ..,tud) established that banks best implements mt\.mg the strategies. 

tncustng on pn)' iding unique tinancial product or sen ice. focusing on the cost or the financial 

producb and sen ices ami Commercial Bank adopt focus strateg::- as indicated b::- -1--1-o o. goo o. 

7X% and r:..•, 11 t)f the respondents. This implied that Banks are able to understand the impact or 

competiti' e ath antage and invest more in long term strategies to outsmart thetr ri\'als. l his 

concun ~..·d \\ ith Kumar ct a!. ( 1997) v.ho found that commercial hank ma::- aL t) chnt)se a 

llmhin.ttiu11 tr.tteg) h) mi:in • the :tltltementinned generk strat ... ·giL· 

:.2.1 ( au'c:" of compc:tition in commcrci;ll hank" 
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adoption or competiti ve strategies in the bank. Thi s clearly indicates commercial banks need to 

adopt superior techniques to outperform their riva ls, as a result or this competit ion thi s concurred 

Vvith The Banking urvey, (20 I 0), which stated that fi rms must adopt unique ...; tra tegic measures 

to cope or risk be ing thrown out or the markd b) the same competiti on beca use o l' the linkage o l' 

competitive strategies and compctitiv c adv anlage. Pearce and Robinso n (2005 ). sa: s that there is 

need to adopt nevv strategies that match the challenges !'ro m the em iro nment 

5.2.2 Strategies adopted to gain competitive advantage 

hom the findings. the stud: e ·tab li ·hed that bank adopted product differentiation. high ~c, el ol· 

scnict: qualit). great customer service. a vv ide range of product base. maintain a good brand 

ima!..!e. continuous training of ·tatT and quick deliver) time lines strategie::. to a , er: high u·e. 

\lost nr the respondents indtcated that bank adopted the corporate ...;ocial re-,pon.;;ibilit:. quick 

deliver) timelincs. and intense competitions in the market and take ad\ antage of IT opponunit) 

~tr:t~t. .. ·git..:s 111 gain cnmpetitiv e aJV"antage. 1 he stuJy ftn1her found that nw~t L)l the respundents 

indicat1.:d that h.tnk u 1..'d In\\ cn:-.t products trawgies. co~t kadcrship strait..: g) "ith thc ann L)f 

1 cing the hl\\e 1 ~.:n t producer V\ithin their industr). ~.:nmpditih.' tr, t~..· ') Ill 1)ttkr 10 ,,11 n ,t 
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From the findings, the study established that weak management roles in implementation, 

unaligned organizational systems and resources insu!Ticient resources. ineiTecti\'e management 

Sl) Jcs, inllation challenges were faced b) the commercial hanks. Most or th~.: rcsponlknts agreed 

that improper or inadequate planning, lack or commitment, lad. or communication, lad. ol· 

coordination and stringent partnership requirements challenges ""ere !·aced b) the banks. !'his 

concurred \\ith Lev.in and Volberdu (1999) \\ho clear!) stated most ol'the indi,idual harriers tt\ 

s trateg~ implementation arc too man) and conllicting prioritit.:s. the top team docs not runction 

\\ell: a top lllmn manag~.:ment ·t) le: inter-runctional coni1icts: poor \t.:rtical communication. and 

inadequate management de' clopmcnt. 

hom the lindings. the stud) establi ·bed that banks need to have the objecti' e of differentiation 

strateg) 1n order w develop a position that potential customers \\ill see as unique. hm e pen asi' c 

sa les pmnwt inn activities t\C ·ellers. considerable market shan~. preferential .lCce-.,s to ra\\ 

materi al . compnnenb adHmtage. adn.!l11se it products and sen Icc -., Ill twder to mm e their 

pruduct !'rum competing based primaril y on price to competing on non-price t'ac tt\rs. The s tud~ 

found that ma intaining th~;: stlall:g) impkm~.:ntation th~.: tirn1s 1\~quire~ tn .tl \\ ,1\ s ~ea rch 111 , 1 I ~ \I· . ~ 

cost re luc ti11 ns in , 1 -; p «.: l~ t s ot' the hu inc . I hi s implk· l th·n fi nn n ·~.: i (I) h: 11 ~ 11 • •h. in 
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From the findings the study concluded that banking industry needs to rea li ze the aggressive 

competition in a new deregul ated envi ronment within the banking industr) necess itat ing the 

design of competit ive strategies to guarantee thei r performance. l'he changing co nsumers 

demand. govern ment po licies. introduction of' ne\\ fina ncia l instrument. rmces of ' 

product.sen ices. increased banking scn ices demand . \\ell remunerated stafT h) competitor. 

enicient and cfTecti' e management. tmareness h) public to ha ' e banks accounts. entr: ur 

forei gn-o,,ned banks in the market and counter-strategies b) ri\al banks cau ses the competition 

in the commercial. 

From the findin gs the stud) concluded that commercial banks needs to adopt superwr 

technique '>. auopt unique strategic measures that match the challenges from the em ironment in 

order tn C(l j1C \\ ith the c:-; pl oS I\ e grO\\ th in information technology. introducti on of ne\\ linancial 

instrument. intense competitions in the market. raptd C\ olution ot tnnLn atll)n. ch<llH!inl!. 
.... .... 

consumer:- demand. rare and imiwble products and be able to sustain competiti\ e advanuge 

I rom th~.· li nd ing the tudy concluded that 

h 1)m the fi ndi ng the ~ tud.\ condud ~:d that needs to be <mar~.· ur t h~.· r~.·I ·Hilll1::- h i 11 that ., · 1 \. .,IS s 

lcl\\e\.ll ~.omp·titi\c tra t c~n .111d compctiti\ 1.: :td \'a nt , •~.: :m l aiopt th• pt l lu~.· t lilkt~.:nti.t t tlln , 

hi •h k· ,· ·I of ~ en icc qual it). gt .11 cu tomc1 ct \'il:c. a "id 1 angc f 1 n lu t b:-t . 111 llnt.lin .t 

g1 0 brand image. l:Onti nuou trai ning of tu11. qui k clh cr~ timclin . c rpoJ.tt~.· 11 ial 

11 ibilit~. imen e ompctiti HI in the market. take ad\ nta ... e 11unit~ lr.tl •i • 

,, 1 pr 1du l tr, tegie . c l le er hip trateg~ and tr te ·~ 111 rd r 1 1 , tin .I 

mpetiti\ e d\ antage thr ugh a i tin ti\ e ''a~ m 

I r m th fin ling. th tu I) ncluded that b nk ne d t 

t en ur th t tht: • d pte I ~ tr tegie 
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From the findings the study finall y concluded that bank need to ha\'e a process engineering 

ski ll s, strong research, development, creati vity and marketing skill s and inccnti \·es based large!) 

on subjec ti ve measures in order to maintain the strategy implementation in the fi rm. 

SA Recommendations 

From the find ings, the stud) highlights the fo lltm ing recommendations. 

5.-t.t R ecommendations to the industry 

r rom the conclusion the stud) recommended that management 111 commercial banks should 

adopt the imp l ~mcntation or · t rat~gies to create competitive adnmtage in cfficienc: and 

d(~.,;cll\ cncss. 1 his \\I)Llld ~nahk the firm to cope with the e'Xplosi'e gro\\ th in informatilm 

tcchnolog). introduction nt' nC\\ linancial instrument. intense competittons in th~ market. rapid 

c\nlutinn or inrHl\ ati1m. changing consuml:rs dcmand. ran~ and tmitahk products and hc able lL) 

:-.u t:tin u1rnpctiti\ c ad\anwg~.,;. 

hom th~.: ~.,; 11 nclu ion thc study n.:~.:ommcnd~.:d that mana •~.:n11.:nt in Ctllntnt.'t"l.'ial bank sht)uld 

ClllJ h.l iz~.: 1111 the ll c nnd IC\ ic\\ill I or the product dirt~t\:llliation. Cl \ i c Jllaht). \\ id ... · 1".111 ..... ll1 

pr
1 
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enabl e them gain competiti ve advantage and overcome challenges espec iall y 111 vvcak 

management and unali gned institutional systems. 

5A.3 Recommendation for further study 

1 he stud) ill\ esti ga ted the strategies used h) commercia l banks to ga in compctiti\'c ac.h anlage in 

ellicienc\ and e iTecti vcncss. The stud) recommends that a rurthcr stud\ -.; hould he carried ou t to 
. . 

establish \>va\ s thro ugh \vhich banks could enhance competit i\ c au\ anlage -.;o as to impnn c 

efficienc) and effectiveness on bank . 

5.-lA Limitations of the s tud~ 

·1 he main limitatiOn of ~tudy was inability to include more financial institutions such as 

\IH.:rolinam:e institutions and 'la\ ings and redit ooperati\e ocietie-.. l'his stud;. considered 

~ollll11l.'n:ial hanks in the banking industry. The sllldy \\Ould ha\ e CO\ ered mnre institutions 

a~n 1 all scdm 11 a to prmiJ~ a more broad bast.:d anal;.sis. lltn\e\er. n:~tHirce Ct1Ibtrainb 

plat.:cd this limitation. 

1 h<.: tud~ abo laces dwllt.:n•c of time rc oun.:cs limiting th · tlld) It< m lt II t.:tin' intu1mni(ll\ 

t1 r th tu 1~ p.trtkulnrl) ''here th rc pondent d Ia) in filling th 
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APPENDIX 1: A QUESTIONNAIRE FOR STRATEGIES FOR ACHIEVING 

COMPETITIVE ADVANTAGE IN COMMERCIAL BANKS IN KENYA. 

SECTION A: BANK AND RES PONDENT PROFILE 

l. Kind! ) indicate your Position in the bank ....... . ......... . .. . ........... . . .. . .... . .. . . ..... . ... .. . . ... . 

2. Indi cate your level or education 

1. Diploma [ ] 

11. Bachelor [ ] 

ttl. Post Graduate [ ] 

1\ . '\ny other 

.\ Ki nd! ~ indtc:.lle the period or year you have been \VOrking in ) our bank 

I. 2-J ~ear:-

II , -l -() )Cars 

Ill . 7 -I() ~ C<ll 

I\ . i\hll\l' I()) L'<ll':S 

\1 \1 I '-,'-t l l· '-t 

4 I ndil: .11~~ "hich o I the gi H:n com petiti' c strategies i be t i lll J I ·men ted in ) out l ani-. 

1. \ 1 u ing on 1 nn iding unique financial product or n tee [ j 

11. I· u ing n the co t of the financial product l ] 
ut . · mme1 i. I B. nk dopt fl cu trategy [ ) 

1\ . li m th~.: trttt gie . 

B: \t•st:. OF CO I 0 . t~ILR 

n 111 ) ur in u tl') . 

b 



6. To what extent arc the following factors caused competition in the commercial banks? Please 

tick the most appropriate. 

me rated sta lT b} competitor 'A ell remt 
~ Go\ ern me 

hanging 
nt policies 
con-;umer ' demand 
~b) public to hm e banks accounts 

~ ----l . \\\ an~ne 
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7. !11 \\ll:lt extent do )Oll agree \\ith the following stat~..:nh;nt uH1cernin, taLhH intluL11Linl.! 
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SECTION C: STRATEGIES ADOPTED TO GAIN COMPETITIVE ADVANTAGE 

8. To v. hat extent arc the strategies belovv used in ) our bank to gai n compcti ti\ c <.Kh an tag(:? 

(Gaining superi or performance than competitors) please ti ck as appropri ate. 

I -not at all 2- littlc extent 3-modcratcly 4-hi ghl ) 5-\ cr) high usc 

Product difCcr 
\ \\ide range 
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or product ba ·e 
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C ommcrc ial bank adopt cost leadership strategit:s due to 
1 larl!e market 
~adopt focus stratejl~ to provide hi.gh customer lo)alty 

- r--- -1--- ~ 

·bank focus on product differentiation to focus on 

1 customers need 
The need for qual it) financial service influence adoption of 

I compctiti\ e strategies b) commercial banks 

Our h<mk flxu-.; on offering financial sen ice to egment of the I 

m.l!"k:ct - -
Our bank focus customers needs and product specifications in 

I L pnn iding_ sen 1ccs tn our cus~omers __j 
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APPENDIX 11: LIST OF COMMERCIAL BANKS lN KENYA 

1. Afri can Banking Corporation Ltd . 

1 Bank of Africa Kenya Ltd . 

3. Bank or Baroda (Kenya) Limited 

.f. Bank or India 

5. Barclays Bank or Kenya Lim ited 

6. CFC Stanb ic Bank Ken) a Lim ited 

7. Chase Bank Limited. 

8. Citibank . '\ 

9 lIt\ hnancc Bank 

l 0 Cnmmcrcwl Bank or Arrica Ltd. 

II . Consnlidatcd Bank ol K.enya Ltd . 

12. Cu-opcrathc Bank of Ken a Ltd. 

I ' · ( r\.·dit Bank Limited . 

14. I k' L"lupnh:nt B ~111k of' Kenya Ltd . 

I -. Di.r nwnd lru I Bank Ltd . 

I o. I )uhai Hank Ltd . 

17. I· ank Kenya Limited . 

1 '. I. JUat ri I Commer ml Bank Ltd. 

1 . l:quity Bonk Ltd. 

_o. I mily Bank Lt I. 

21. l1ddit. mmer iol Bank Ltd . 

., I ina B n I td. 

mmunit. nk I td. 

n~ I t • 

nlm ltl 

• /u 1 

l1m11 



31. Imperial Bank Limited. 

32. Kenya Commercial Bank Limited 

33. K-Rep Bank Limited. 

3-t. Middle East Bank Kenya Ltd. 

35. ational Bank of Kenya Ltd . 

16. IC Bank Limited . 

3 7. Oriental Commercial Bank. Ltd . 

38. Paramount Uni\ ersal Bank Ltd . 

)9 . Prime Bank Limited 

40 Southern Crc.!dit Bank 

-+I. Standard ( h.utercd Bank of Kenya 

-+2 . 'I rans-:--Jatinnal Bank Ltmned 

l"' . l ' H,\ Kenya Hank Ltd . 

-+4 . Victnria Comnkrcial Bank Ltd. 

·~ urc I hl: Banking Survey. 20 I 0. 


