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ABSTRACT

Retail banking traditionally offers two major categories of services namely deposits and
advances. These two core banking services have been the main gauge for performance
and source of profit for banks worldwide. Service system design provides a needed
insight into the issues relating to the senice products themselves and the effect of this
serv ice concept on suitability of a given product and its performance. The study sought to
establish if the two service products can be classified into one category and if common

service design in many retail banks can bejustified.

In survey of several branches of one bank, the study finds that two core bank service
products ought to be treated differently when decision on service design are being made.
While deposits appear to fall within the classification of maintenance interactive services,
advances services can be more appropriately grouped as task interactive services. The
study also establishes a relation between service concept location and performance of
both service products, flic study concludes that the two products require different servicc
delivery systems and hence optimization failure would be expected if a common service

concept is designed for them as is commonly the case.
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CHAPTER ONE: INTRODUCTION

1.1 Introduction

Operations constitute organizations' on-going or daily activities. Operations
management is defined as the design, operations and improvement of all activities
directly related to the creation of goods and/or serv ices through the transformation of
inputs into output of higher value. Value creation is through transformation of inputs
to outputs useful to other people or processes. While transformation in manufacturing
operations is physical, varying types of transformation are involved in service
operations and these include location-transportation, exchange-retailing, storage-

vvarehousing. physiological-healthcare and information-telecommunications.

1.1.1 Service Operations

Service is an economic activity in which the output is neither a product nor
construction. Serv ices are generally classified according to the degree of intangibility,
customer contact, simultaneity, heterogeneity, time perishability, demand fluctuation,
serv ice customization, labor intensity, whether they arc towards people or objects.
Although all services are intangible which means there is no physical output, there is
v ariability in the degree of intangibility. While some of the serv ices like hair dressing,
entertainment, legal services arc 100% intangible, some have some elements of
tangibility like car hire where the car is tangible but lack of transfer of ownership

creates intangibility.

Pride and Fcrrell (2010) while discussing service characteristics suggest that services
varv in the level of customer contact which is the level of customer interaction
between the customer and the service provider. Based on the extent of contact with
the customer. Chase (1981) groups serv ices into high-contact or 'pure'" serv ices, low-
contact services or "quasi-manufacturing" and "mixed" services. Customer contact

can be high as witnessed in services with higher customer presence like in hair



dressing, low as experienced in travel reservations, tax preparation or mixed as
experienced in banking services where different services products require absence or

prcscnce of customers.

Another characteristic- of service is simultaneity. Simultaneity refers to when the
ser\ices are rendered and consumed during the same period of time. The degree of
simultaneity varies within services and is dependent on the service place. A higher
degree of simultaneity, by definition, requires a higher degree of interaction between
the producer and the customer (Hirsch, 1993). Services like entertainment,
hairdrcssing are produced and consumed almost immediately creating a high
simultaneity. However, legal serv ices are spread over indefinite periods and thus have

low simultaneity.

1.1.2 Service Classification

These characteristics have impact in management of service operations as they result
in the need to emphasis different aspects. They have given rise to bases for classifying
services. External factors like social factors, simultaneity, customer involvement
causes variability in service quality which results in heterogeneity of serv ices. This is
supported by Zeithaml. Parasuraman and Berry (19X5) who asserts that heterogeneity
reflects the potential for high wvariability in service delivery. Another characteristic
that classifies services, perishability, refer to services not being able to be stored and
carried forward to another time period (Donnelly 1976 and Zeithaml et al.. 1985). An
example is of an unused capacity in the banking halls which cannot be stored to be

used on another day as a result of simultaneity and intangibility of their serv ices.

Serv ices direction, as a characteristic of services, can classify services towards object
or individuals. Services like motor vehicle repair are geared towards objects while
services like hair dressing, banking are towards individuals. Services are also

characterized by demand fluctuation which can be caused by economic situations.



social factors, personal tastes etc. Service customization refers to the degree by which
a service is standardized/customized. Preset processes are more standardized like the
preset lending processes while the customized processes are more diagnostic like a

surgeon's sen'ices.

The generic models for classifications of services are based on the general
characteristics discussed. Mills and Margulies (1980) classified services into three
dimensions based on the t>pes of customer interactions namely: maintenance
interaction, task interaction and personal interaction. Maisters and Lovelock (1982)
framework involves the degree of standardization or customization of processes and

degree ofcustomer contact which included high, low and mixed customer contact.

It has been suggested that these characteristics and variations that bring about these
classifications need to be considered while designing a service delivery system. Such
design is built around a service concept that ensures what the service needs to produce

for both the customer and the service provider is aligned

1.1.3 Scrvice Concept

The term service concept has been defined by numerous researchers among them
Johnston and Clark (2001) who define service concept as the service operations,
service experience, service outcome and the value of the service. Service operation
referring to the way the service is delivered to the customer by the service provider.
Service experience on the other hand entails the direct experience of the customer
with the service. While service outcome outlines the benefits and results derived by
the customer from the service, value of service refer to the benefits the consumer

perceives as inherent in the serv ice weighed against the service cost.

According to Goldstein. Johnston. Duffy and Rao (2002), service concept is useful at
the operational level during service design planning and during designing and

enhancing serv ice encounter interactions. These are achievable since scrv ice concept
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defines the "what" and the "how" of the service design, l-urther. service concept
enhances interactions between the customer and the servicc provider by linking

customer needs and organizational intent.

An organization thus has to define its service concept necessary at the strategic level
of planning and also define how useful the service concept is at the operational level
particularly in integrating service strategy into the service delivery system and in
determining appropriate performance measures for evaluating servicc design. Using
the service concept to drive these design decision helps managers to be consistent and

competitive in their scr\ ice design.

1.1.4 Service System Design

In designing a service, the Operations manager has specific components to vary and
configure. These are physical and processes component which constitutes the
structural capital while the technical skills and personal characteristics components
both constituting the human capital (Mills & Margulies. 19X0). Haywood-Farmer
(1988) has conceived the concept of a servicc triangle for representing these

components as illustrated in Figure 1.1.

Service design loeates this concept in the space in triangle bordered by the three
components. The suggestion is that a service concept could be placed closer to
structural capital by investing more on the physical and processes components.
Alternatively, service concept could also be placed closer to human capital by
investing in the personal characteristics. Investing in technical skills component

requires placing the service concept closer to the human capital.



Figure 1.1 Service Triangle
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Source: I laywood Farmer (1988) service triangle model.
Operations manager can also design a service according to Maislers and Lovelock
(1982) framework. The suggestion here is that service concept should be placed
depending on the degree of standardization and the level of customer contact. The
relationship between these concepts and the key skills needed to locate the service is

illustrated in figure 1.2.

Figure 1.2 Maister's and Lovelock Services (1982) Classification Matrix

Standardized Process Customized Process
Key skills: User friendliness. Key ski/ls: real time diagnosis of
[ligh Contact Preset process complex, ill-specified problems

Key skills:  supervision, low | Key skills: creativity and innovative

Low Contact . .
cost delivery system solutions

Source: Maister's and Lovelock (1982) Serv ices Classification Matrix, pp. 19.

1.1.5 Location of service concept and service classification

How services differ has been explained in section I.I.I, and how different

components that entail service design are configured to make the service concept is



explained in section 1.1.3. These configurations could probably be brought about by
the managerial and organizational context. It has however been suggested that, for
strategic success, this configuration should be dictated by the nature of services being
offered. The differing service offers can be explained by the generic service
classification by Mills and Margulies (1980) and Maisters and Lovelock (1982)

frameworks.

In Mills and Margulies (1980) framework, maintenance interactive service product
has short and standardized interaction, the information transmitted bv the customer is
important, customer has knowledge on what he/she wants, judgment by service
provider are of simple nature and the interface is highly interchangeable which
requires locating the serv ice concept at the physical and processes component. When
service interactions are characterized by long durations of service, extensive
information How from customer, customer's information not being critical to value
creation, complex decisions bv service provider and power disparity in favor of
service provider, the service is a task interactive services which should be located at
the technical skills component. Alternatively, personal interactive serv ice product is
characterized bv an interaction that is a process, customer information is confidential.
t>pe ofdecisions by service provider are judgmental and task requires novel solutions

which requires location ofthe serv ice concept at the personal characteristics.

The service concept location chosen by the operations manager has an effect on
varietv of management decisions affecting an organization namely: competitive
positioning, market segmentation and focus, location transferability, customer loyalty
and centralization /decentralization. Johnston (1998) states that there is growing
aw areness of the importance of linking business driv ers such as leadership, customer
orientation and more operational issues such as benchmarking, quality control and

serv ice design, with their impact on business performance.



As a service sector, banking industry would be expected to be subject to these
concepts. Management decisions are the pillars for investment in organizations. The
banking sector in Kenya provides useful context for studying theoretical propositions

suggested above. The issues are investigated under National Bank of Kenya.

1.1.6 Performance in the Banking Sector

Organization consists of various components including physical, human,
informational and financial resources that are combined to achieve certain objectives.
Business organizations arc primarily formed for the sake of profit b\ performing legal
activities. Banking is also one of the business organizations that offer a large number
of products and service for profit. Banks, like other organization, try to enhance their
performance and those of individuals for overall improvement of the whole
organization. Drivers to performance in banks arc efficiency and effectiveness and

can be evaluated by comparing w ith set objectives or competitors.

The banking industry use a range of performance measures. These include*
profitability, quality, design of products, liquidity, management performance, market
share, productivity, innovation, human resources and sales volume can evaluate any
bank. Each organization would select a measure that is consistent with its strategic
objective. According to IMF and World Bank (2005) report, financial indicators like
return on assets, return on equity, return on investment, earning per share are used by
number of banks to measure their progress. Return on assets measures efficiency of
management in using its assets to generate earnings while return on equity measures

profits generated from sharcholders investment

Bank's performance reflects an organization's understanding and knowledge
regarding customer needs and expectations. Adeoye and Olukcmi (2012) in their
study on Islamic banking practices find that there is a positive correlation between

performance ofthe bank and customer satisfaction.



1.1.7 Banking Sector in Kenya

Banks receive deposits, give advances, provide checking services, invest in securities,
discount notes besides offering other financial services. Consumers of banking
services are individuals, businesses and governments. As at 2012, the Kenyan banking
sector comprised of43 banks. | mortgage finance company and 123 foreign exchange
bureaus (CBK. 20II). In terms of business activities, Kenyan banks reported deposits
totaling Kshs. 1.24 trillion in 2010 (CBK. 2010). According to CBK (2010) report,
advances given out in the same year totaled Kshs. 914 billion with profit before lax of
Kshs. 74.3 billion being realized. While deposits account for most of the money
supply in use today, advances arc a bank's primary asset category and when advances

and deposits quality becomes suspect, the foundation ofa bank is shaken to the core

Deposit services are offered by banks to all its customers. Banks maximize their
profits through a variety of deposit services like checking services, sav ings services,
fixed deposits, charging ledger fees and earning fees and commissions on
cash/cheque/internet withdrawals and money transfers. More deposits ensure
availability of funds for advances to customers, expansion of operations and scope of
financial intermediation (CBK. 2010) which also drive profit maximization. With
limited customer interaction involved in deposit transactions, the key to retain
customers is to give them value through time efficiency, low stress level to the
customer during service offering and efficient payment facilitations. Economic
situation, confidence in economy by individuals, social factors can affect the growth

momentum of deposits volumes.

The types of bank advances arc secured loans, unsecured loans, overdrafts and credit
facilities. Banks advances loans to businesses community and other members of the
public. The rate charged on advances is higher than the deposit rates, with the

difference being the profit. Rates charged increase with increase in the level of risks



involved. The more the advances, the higher the profitability since the banks realizes
income from interests, fees and commissions for advances. However. Kenyan banks
experience the challenge of nonperforming advances which constituted 6% of the
total advances in 2010 (CBK, 2010) and less borrowings from customers which in
turn reduces bank's profitability. Mistakes in loan issuance, bad debts, poor training

ofadvances personnel and regional challenges are the main issues affecting advances.

1.1.8 National Bank of Kenya (NBK)

According to CBK (2010). National Bank of Kenya is grouped as a medium bank
based on deposits volume which is about Kshs. 47.X billion of the entire banking
industry's Kshs. 1.24 trillion, with advances of about Kshs. 20.8 billion of the sector
total of 914 billion advances. With a profit before tax of Kshs. 2.7 billion (NBK.
2010). the bank's profitability performance as a percentage of its adv ances comes up
at about 13 % which fares much better than the industry average percentage of 8 %.
However, the profitability performance to deposits ratio of the bank falls slightly less
than the industry average during the same year. NBK reported a better Return on
Assets of 4.49% against the banking sector's 3.6%. However. NBK's Return on

Equity slightly lower at 27.17 % against the sector's 28.2%.

National Bank of Kenya has 50 branches spread within the country with a customer
base of 449.798 as at end of 2010 (NBK Annual Reports, 2011). NBK branches are
managed by the General Manager - Operations. Branch performance is measured by
setting performance targets according to performance history, location consideration
and economic situation of each branch. General Key Performance areas are financial
performance, marketing and business growth, operational controls, customer service
and people management with each area having varying performance indicators. While
financial performance ensures profitability and maximum shareholder value, business

growth and operational control ensures increase in volume of business and market



share and customer serv ice and people management ensures efficient serv ice delivery

in order to achieve customer satisfaction, loyalty and retention.

Number of new accounts, deposits volume and advances volume are performance
indicators for business growth in National bank of Kenya. Key issues in bank's
operations include how to increase the deposits and advances, retain deposit and
advances clients for longer periods and speed up operations. This would entail
maximizing the customer experience in the delivery of both products and more
effective and efficient value enhancement. But of equal importance is the maintenance
of consistency across the different outlet branches. This should be despite the branch
managers hav ing freedom in infrastructure design and staff deployment at different
interface point. Outcome ofthese are differences in setup and serv ice delivery design

from branch to branch.

1.2 Research Problem

Retail banking traditionally offers two major categories of services; deposits and
advances. While the core requirements for deposit services are efficiency at the
interface, timeliness in delivery of services and smoothness of contact, key issues in
advances would appear to be good diagnosis, good advisory skills and risk avoidance
in credit system. Non-performing loans are known to not only affect profitability but

has an effect on the survival ofthe bank.

These issues have often been studied at business sector level. However, in depth
studies that extend to organizations and configurations are limited. Goldstein et al.
(2002) established the role of service concept in service design and development,
Johnston (1998) study on service operations management: return to roots, linked
operational performance to business drivers, service design and operational
improvement. In Kenya. Mathara (2007) established ways in which bank respond to

non performing loans in a case study set in one of the major retail banks. Recently,
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Mullci (2008fs study found that deposits rate and advances rates had a positive

correlation with deposits, advances and risk free rate.

A study focused on service system design provides a needed insight into the issue
relating to the products themselves and the effect of this service concept on suitability
ofa given product. The study tills this gap by examining these issues in the context of
one retail bank in Kenya - National Bank of Kenya. It seeks to get answers to this
question: is the variability observed in performance ofthe branches of the bank due to

difference in the service concept?

1.3 Objectives

To answer the research question, the research sought to achieve the following
objectives:
1. To determine the service concept location in the different branches of
National Bank of Kenya.
2. To determine the relation between service concept location and

performance among the branches of National Bank of Kenya.

1.4 Value of the Study

The findings of this study are of interest to a number of target groups. Managers of
retail banks will find the knowledge and lesson learnt useful in strategy formulation.
The findings will improve the decisions managers must make on service

configurations.

The study also provides scholars and academicians with important reference material
from which to placc future studies in the area of operations management and service
operations in particular. The studv provides important basis to lest service concept

serv ice characteristics relationship theories.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

In this chapter, literature reporting studies on service operations is reviewed. The
issues involved can he determined in terms of how the classification can influence
profitability and how the service concept in place can influence that profitability. Hie
literature is therefore reviewed in three streams; first, a review of how classification
determines the location of the service concept. Then the literature on organizational

performance. Finally, how the location ofthe service concept influences performance.

2.2 Service Classification

A study b\ Becker. Bottchcr and Klinger (201 1) finds that service characteristics and
classifications act as a foundation in structuring the service concept. The studs
reviews existing approaches and systemizes sen ice classifications with the objective
of analyzing services and systemizing classifications. A conceptual discussion
approach is taken so as to gain insights on ser\ ices and classifying them according to

different characteristics.

The study categorizes these characteristics into four: customer interface
characteristics, process characteristics, outcome characteristics and miscellaneous
characteristics. Customer interface characteristic describes the interaction between the
service providers and customers during the provision of ser\ ice. This enables analysis
of activities conducted and customer's decisions and participation. According to
Becker et al. (2011). customer interface characteristics vary depending on the degree
of customer contact, relationship between customer and provider, customer interface
activities and variety of customer demands. This variation, the study suggests, causes

uncertainty in terms of quality, processes and costs.



In contrast. Becker et al. (2011) suggests process characteristics focus on the
viewpoint of the service provider and thus it's not wusually transparent to the
customers. The researchers suggest customers would not usually realize these
characteristics. Key variables in this characteristics category include degree of
flexibility, workload, complexity of service and degree of routine work and

technology use.

A third category in Becker et al. (2011 )"s model is the outcome characteristic which
describes results of service provision i.e. services from the customer's viewpoint.
Under this category, key variables are the level of materiality of services, variety of
services, customization level and varying services recipients. Lastly, the study
establishes a miscellaneous characteristics which classifies services according to goal
incongruence referring to customer and provider pursuing different objectives and

performance ambiguity which is a result ofdifficulty in accessing value of service.

A stud> by Biittgen and Ales (2010) suggests that services can be classified according
to the impact and importance of customer participation on the production and
delivery. They argue that services can be classified by the extent of customer
participation, service provider's uncertainty and the consequences for the scrvice
provider. The study concludes that the primary consequence of customer participation
for service providers is increased uncertainty, especially due to the varying
characteristic and behavior of customers. These arguments are consistent with the

findings of Becker et al. (2011).

Becker et al. (2011) and Biittgen and Ates (2010) are both conceptual papers and an
empirical study would help strengthen the knowledge by examining the issues
through observation. With these studies explaining the dynamics of service
operations, they have not made suggestions on possible responses to the situation. The

study examines one potential response - variation in the serv ice concept.
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2.3 Organizational Performance

A study by Richard. Devinney, Yip and Johnson (2010) reviewed the contexts that
frame organizational performance as a dependent variable with specific emphasis on
how it is operationalized and measured. According to the study, organizational
performance comprises three specific areas of firms' outcomes namely: the financial

performance, market performance and shareholder return.

Organizational effectiveness on the other hand captures organizational performance,
effective internal operations and external measures. Due to dimensionality in
measurement of performance, Richard et al. (2010) argue that measurement requires;
weighing the relevance of performance to stakeholders, taking into account
heterogeneity of environments, strategies and practices and understanding of time

series oforganization activity to performance.

The study identifies different measures of organizational performance namely
subjective, objective and quasi-objective measures. The most common and readily
available subjective measures enquire from well informed workers about the
performance of organizational. Objective measures involve assessments of more
specific dimensions like accounting or financial measures therebv minimizing scope
for biasness. Lastly, quasi-objective measures employ self-report techniques. Contexts
and time influence the specific performance measures. Richard et al. (2010) identifies
the need to use combinations of subjective, objective and quasi-objective measures

that best capture performance.

2.4 Service Concept and Performance

A study by Goldstein et al. (2002) proposes that defining of the serv icc concept is
critical before and during design and development of services. The studv concludes
that service concept acts as the driver of the many decisions a firm makes during the

design of the services. lhe argument is .that the service concept and related goals or

14



specifications should be used as the basis

performance measures for the sen ice.

for the foundation of appropriate

A study by Frei and Marker (2001) analyzes approaches for designing and managing

key service deliver) processes. The conceptual research suggests design of service

plays a key role in the overall competitiveness of modern organization. The study

mentions that in services, and in particular in banking, the process orientation deals

directly with customer interaction with the organization. The study suggests that

designing serv ice deliver) channels from the perspective ofcustomer interaction leads

to better performance through improved ability to anticipate the changes in customer

beha\ ior that will eventually affect their cost structure throughout all their channels.

Table 2.1 Summary of reviewed literature

STUDY

FINDINGS

GAP/LIMITATION

Becker et al.

Identifies basis for classifying

An empirical examination to

(2011). services. strengthen the conclusion of the
concept research
Buttgen and Ates | Presents typology of services | Need to be tested empirically

(2010) based on the relevance of customer

participation.
Richard et al Measurement  approaches  that | Need to be tested empirically
(2002). align  research  contexts  with

organizational performance.

Goldstein et al.

A service recovery model and a

A conceptual research Can be

(2002). service design planning model are | strengthened by empirically,
development. confirmed know ledge.

Frei and 1 larker Approaches for designing and | A conceptual research. Can be

(2001). managing ke\ service delivery | strengthened by empirically

process

confirmed knowledge.




2.5 Summary of the findings of reviewed literature and Conceptual framework

Taking Becker et al. (20110 findings, it can be argued that services can have one of
two positions in a quantum in four dimensions. One quantum could demand higher
contact, with associated high level relationship or with variety of demand from the
customers entailing a need for interface non-interchangeability. This would appear
consistent with the descriptions of customer interface described by Becker et al.
(2010) and customer participation described in Buttgen and Ates (2010) customer

contact dimension.

I'he suggestion is that a service situation can have one of two values in their
dimension: high customer contact or low customer contact. A high customer contact
will be indicated by more customer involvement in development and provision
process and a relatively high customer interface/presence while reverse in these

indicators below a threshold would denote low contact.

Becker et al. (2010) description of process characteristics suggests a service system
evaluation in terms of the extent the process is standardized, understood and
anticipated by the customer. Addition of the outcome characteristic creates a third
element which describes the results of service provision. There appears to be a
consensus in the studies by Goldstein et al. (2002) and Frei and Marker (2001) that
meeting the needs of service customer will require different management in the
delivers system depending on the characteristics as described in Becker et al. (2010)

and Buttgen and Ates (2010).

These reasons lead to a conclusion that the characteristic interact with the service
delivery system arrangements and in the extension, a given service process leads to
customer satisfaction as a component of performance. This can be taken as

conceptualized interaction between two concepts to influence what happens in a third

16



concept. These two concepts are serv ice characteristic and serv ice design as may be
described in Becker et at. (2010) and Goldstein et al. (2002). The third concept would

be serv ice operational performance as described in Richard cl al. (2002).

Since the service characteristic as a variable can be represented by service
classification and service design can be represented by the service concept, the

resulting framework can be represented bv figure 2.1.

Figure 2.1 Conceptual Framework

— e —

Service Concept ' B 2]

Service Classification

The proposition is that appropriateness of the serv ice concept is determined by serv ice
characteristic through service classification. As illustrated in chapter one. service
concept varies in terms of configuration of the service delivery system. These arc
based on relative emphasis placed on the three organizational components. Two broad
options exists; a service concept that largely emphasis the structural capital is
indicated by the relative importance placed on the physical and processes components
of an organization. A second option is the human capital as indicated by the relative
importance placed on the personal characteristic components and the technical skills

component of an organization.



CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter describes the research approach that was used in this study. It highlights the
research design adopted and why it was appropriate. This is followed by an explanation of
the population that was targeted and the sample design. Further, tools and techniques that
were used for data collection are discussed. Finally, how data collected was analyzed and

presented is described.

3.2 Research Design

lhe key issue in this study was to determine how deposit and advance services, under a
case of National bank of Keny a, can be classified in terms of Mills and Margulies (1980)
classification framework. To clarify this issue, decision was to be made as to whether to
use empirical research or conceptual research. Fmpirical research was used in this study as
it is based on evidence gathered from real life experiences and observations. This research
involved getting data from the branches and need for observation was limited to the fact

that it is a study of what happens.

The research could either be a longitudinal studv or cross sectional study. Due to time
limitations, cross sectional study was considered appropriate based on Geoff and Judy
(2004) view that cross-sectional studies collect data only once and in one short period
unlike longitudinal studies that collect data from the same sample of people on more

than one occasion over a period oftime.

Another decision point was w hether to use single case research or large sample statistics.
The study used large sample statistics. As Coppedge (2002) points out. large sample
statistics is relatively general; both in its aspirations and in its empirical grounding,
than small-sample research and also has the advantage of making at least some

assumptions that are empirically supported.
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3.3 Population

The unit of analysis for the research was branches. The population comprised ofall the
branches of National Rank. This bank was chosen because it is a government owned
organization and it's listed for privatization. Another reason for the appropriateness of
the bank as a context to study the issues was the organization. Despite the bank
products being common, each branch is treated independently and branch managers

have the freedom in determining their serv ice delivery design.

A census was used because the branches are only 50. Kothari (2000) suggests that when
study ing few units of interest a census should be carried out. To ensure no other factor is at
play, branches which had been in existence for less than 5 years were excluded. This left 35
branches to be surveyed. Purposive sampling was used and managers ofeach branch tilled
the questionnaire, fhis was because ofthe nature ofthe banking industry which is heavily

regulated.

3.4 Data Collection

For this study, two types of data were available. Primary data was obtained by using a
questionnaire with structured questions. Choice of questionnaire as a research instruments
was informed by the considerable ease and advantages of administration (Blumberg,
Cooper & Schindler. 2008). The questionnaire was administered to the 35 branch manager
through email and collected through normal inter-bank mailing system. This was reliable

and made it easy for collection. 100% response was observ ed.

The questionnaire collected data on service categorization based on Mills and Margulies
(1980) classification framework. Indicators of service classification were based on
attitudinal data collected from staff which included extent of interactions, importance of
information, nature of decisions and judgments by stalT. Indicators of serv ice concept on

the other hand were attitudinal data collected from staff and included the emphasis the
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branch placed on processes, procedures, systems, traits, staff attitudes, diagnosis and

advisory skills as performance indicators.

Ilie instrument included semantic differential scale data for measuring service
classification and paired comparison questions for measuring the service concept.
Performance analyzed was based on objective data from records and included historic and

current performances of deposits and advances for each branch.

3.5 Data Analysis

Semantic differential and paired comparison data were converted to quantitative
measures representing the relevant variables. Data collected were presented in respect
to the two issues. I irst. service categorizing attitudina! data indicated where the
deposits and advances belonged in terms of Mills and Margulies (1980) framework.
Second, service categorizing attitudinal data indicated the position of the service

concept branch wise.

Descriptive statistics were obtained from the data. For the first objective, mean and
standard deviation of variables from each branch determined how each branch
classifies deposits and advances and where they locate their service concept. For the
second objective, correlation analyses were used to determine the relationship and

direction between serv ice concept location and performance.

Data collected were presented in three streams namely data on classification, serv ice
concept location and performance of the service products. Mean and standard
dev iation of the three different classification levels namely maintenance interactive,
task interactive and personal interactive services were presented in a table form.
Secondly, location of the service concept was presented in terms of mean and
standard deviation of the relevant variables namely structural capital component
variables, technical skills component variables and personal characteristic component

variables.
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Data analysis involved testing the differences of means of the classification variables
and serv ice conccpi location \ariables to establish which variable has a greater mean
and significance. A correlation analysis was then performed to establish the
relationship between the service concept location and performance by testing the

relevant hypothesis.
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CHAPTER FOUR: FINDINGS, ANALYSIS AND DISCUSSION

4.1 Introduction

This chapter presents the findings, analysis and discussions of the study set out in the
research methodology. The findings, analysis and discussion give answers to the
study objectives on the location of service concept w ithin the branches of NBK and

the relationship between the service concept and performance.

4.2 Classification of Deposits and Advances.

Section A of the questionnaire contained questions on how deposits and advances are
classified by the different branches of National Bank of Kenya. The questions
involved the indicators of service classification as identified bv Mills and Margulies
(1980) framework. Respondents were supposed to rate the factors on a five point

semantic differential scale. Table 4.2.1 and 4.2.2 summarize the results.

Tabic 4.2.1 Classification results of Deposit services by NBK Branches

Maintenance Task Interactive | Personal interactive
2 | Branch Code Interactive variables variables variables
Mean S.D Mean | S.I) Mean S.D

1. | 002 4.6 0.548 1.4 0.548 2 1.732
2. 1003 5 0 1 0 1.4 0.894
3. | 004 4.6 0.548 1.4 0.548 1.6 1.342

005 4.2 0.447 1.8 0.447 2 1.225
5. | 006 4.6 0.548 1.4 0.548 2 1.732
6. | 007 4.6 0.548 1.4 0.548 2.2 1.789
7. | 008 4.6 0.548 14 0.548 2.4 1.673
8. 1009 4.6 0.548 14 0.548 2 1.732
9. 1010 4.6 0.548 1.4 0.548 2.4 1.673
10.1)12 4.6 0.548 1.4 0.548 2.4 1.673
11013 4.6 0.548 1.4 0.548 2 1.732
12.1 015 3.4 0.894 2.6 0.894 2.2 1.095
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Maintenance Task Interactive | Personal interactive
4 | Branch Code Interactive variables variables variables
Mean S.D Mean | S.D Mean S.D
13.] 016 4.2 0.447 1.8 0.447 2.6 1.342
14.1 017 4.2 0.447 1.8 0.447 2.6 1.342
15.1 018 4.2 0.447 1.8 0.447 2.2 1.095
16.] 019 4.8 0.447 1.2 0.447 1.6 1.342
17.] 020 4.8 0.447 1.2 0.447 1.8 1.789
18.] 021 4.2 0.447 1.8 0.447 24 1.14
19.] 022 4.6 0.548 14 0.548 1.6 1.342
20.] 023 4.2 0.447 1.8 0.447 2.4 1.14
21.1 025 5 0 1 0 1.8 1.789
22.1 026 4.2 0.447 1.8 0.447 2.4 1.14
23.1 027 4.6 0.548 1.4 0.548 2 1.732
24.1 028 4.6 0.548 1.4 0.548 2 1.732
25.1 029 4.2 0.447 1.8 0.447 2 1.225
26.] 030 4.2 0.447 1.8 0.447 2.2 1.095
27.| 032 4.6 0.548 1.4 0.548 2 1.732
28.| 036 4.2 0.447 1.8 0.447 2.4 1.14
29.] 038 3.4 0.894 2.6 0.894 2.2 1.095
30.] 039 4.2 0.447 1.8 0.447 2.2 1.095
31.| 040 4.6 0.548 1.4 0.548 1.8 1.789
32.| 042 3.4 0.894 2.6 0.894 2.2 1.095
33.| 043 4.2 0.447 1.8 0.447 2 1.225
34.| 045 4.6 0.548 1.4 0.548 2 1.732
35.1 050 4.6 0.548 1.4 0.548 1.8 1.789
MfcAN 4.40 1.61 2.08
S.D 0.39 0.39 0.29
The stud> revealed that in offering Deposit Services, indicators of service

classification pointed to deposits being classified as maintenance interactive services

by the branches. Visually, the means of maintenance interactive v ariables were higher
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than the means of task interactive and personal interactive variables indicating the

classification ofdeposits fall under maintenance interactive services.

Table 4.2.2 Classification results of Advance services by NBK Branches

Maintenance Task Interactive | Personal interactive
Interactive variables variables variables
# | Branch Code
Mean S.D Mean | S.D Mean S.D

1. | 002 1.2 0.447 4.8 0.447 3.4 1.517
2.1003 1 0 5 0 3.4 1.517
3. 1004 1 0 5 0 3.4 1.517

005 1.6 0.548 4.4 0.548 2.4 1.517
5. 1006 1.2 0.447 4.8 0.447 2.6 1.817
6. | 007 14 0.548 4.6 0.548 2.6 1.517
7. 1008 1.2 0.447 4.8 0.447 3 1.414
8. 1009 1.2 0.447 4.8 0.447 2.4 1.517
9. 1010 1.2 0.447 4.8 0.447 2.6 1.817
10.] 012 1.6 0.894 4.4 0.894 3 1.414
I1.| 013 1.4 0.548 4.6 0.548 2.4 1.517
12.1 015 1.2 0.447 4.8 0.447 2.2 1.304
13.1 016 1.2 0.447 4.8 0.447 3 1.414
14.1 017 1.8 0.837 4.2 0.837 2.8 1.095
15./ 018 1.4 0.548 4.6 0.548 3 1.414
16.| 019 1.2 0.447 4.8 0.447 3.4 1.517
17.| 020 1.2 0.447 4.8 0.447 3.4 1.517
18.] 021 1.4 0.548 4.6 0.548 2.6 1.517
19.] 022 1.2 0.447 4.8 0.447 3.4 1.517
20.] 023 1.4 0.548 4.6 0.548 2.8 1.789
21.1025 1.2 0.447 4.8 0.447 3.4 1.517
22.] 026 14 0.548 4.6 0.548 2.6 1.817
23.1027 14 0.548 4.6 0.548 3 1.414
24,1028 1.4 0.548 4.6 0.548 2.6 1.517
25.1 029 1.2 0.447 4.8 0.447 3 1.414
26.| 030 1.4 0.548 4.6 0.548 3 1
27.1 032 1.4 0.548 4.6 0.548 2.6 1.817
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Maintenance Task Interactive | Personal interactive

# | Branch Code | Interactive variables variables variables

Mean S.D Mean | Mean S.D Mean
28.1 036 1.2 0.447 4.8 0.447 3 2
29.]1 038 1.2 0.447 4.8 0.447 2.2 1.304
30.| 039 1.2 0.447 4.8 0.447 2.6 1.817
31.] 040 1.2 0.447 4.8 0.447 3.2 1.304
32.] 042 1.2 0.447 4.8 0.447 2.8 0.837
33.| 043 1.4 0.548 4.6 0.548 2.8 1.789
34.| 045 1.4 0.548 4.6 0.548 2.8 1.789
35.1 050 1.2 0.447 4.8 0.447 3.2 1.304
MEAN 1.30 4.70 2.87
S.D 0.16 0.16 0.36

The study found that indicators of service classification pointed to advances being
classified as task interactive sen ices b> the branches. Visually, the means of task
interactive variables were higher than the means of personal interactive variables and
maintenance interactive indicating the classification of advances fall under task

interactive services.

4.2.1 Current classification of Deposits and Advances

Statistical analysis was conducted to test the classification ofdeposits and advances in
NBK. In classifying deposits, the hypothesis being tested was:
* Hoi: Mm< 3 (Deposits do not belong to maintenance interactive services)
Hn: Hm 3 (Deposits belong to maintenance interactive services)

Where \i,,- mean of maintenance interactive v ariables

The lower confidence interval was 3.74 which is significantly greater than the
hypothesized measuring scale mean of 3. We therefore reject the null hypothesis and
conclude that deposits in National Bank of Kenya belong to maintenance interactive

services.



On the other hand, in classifying advances serv ices the hypothesis being tested was;
* Hyi: Hi< 3 (Advances do not belong to task interactive serv ices)
IV11 - Ht> 3 (Advances belong to task interactive serv ices)

Where n,= mean oftask interactive variables

The lower confidence interval was 4.43 which is significantly greater than the
hypothesized measuring scale mean of 3. We therefore reject the null hypothesis and
conclude that deposits in National Bank of Kenya belong to maintenance interactive

serv ices.

4.3 Service Concept Location

Section B of the questionnaire contained questions on where branches locate their
service concept when offering deposit and advance services. Indicators ofa service
concept located at the structural capital component were banks processes and
procedures, bank systems and infrastructure. Indicators of service concept located at
the technical skills component were advisor) skills, diagnostic skills and risk
avoidance skills while indicators of service concept located at the personal
characteristics component were attitude toward work and customers, individual traits
and fundamental values. Questions were phrased as to how branch managers

emphasize these indicators as performance indicators in the branch.

A paired comparison scale was used to determine which indicator is preferred more
than the other and a count was performed to establish the number of times an
indicator was preferred. Results in table 4.3.1 and tabic 4.3.2 summarize, in mean and
standard dev iation, how each branch locates the service concept of its deposits and

advances.
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Table 4.3.1 Results of Service Concept location of Deposit services in NBK branches

Structural Technical skills|Personal characteristic
Emphasized
# |Branch capital variables variables variables
concept
Code | Mean |S.D Mean | S.I) | Mean |S.I)

1. | 002 5.67 0.58 0.67 0.58 2.67 0.58 Structural capital
2. 1003 6.00 0.00 0 0.00 3.00 0.00 Structural capital
3. 1004 5.33 0.58 0 0.00 3.67 0.58 Structural capital
4. 1005 4.67 1.53 0 0.00 4.33 0.58 Structural capital
5. 1006 5.33 1.15 0 0.00 3.67 1.15 Structural capital
6. | 007 6.00 0.00 0 0.00 3.00 1.73 Structural capital
7. 1008 5.33 0.58 0.33 0.58 3.33 0.58 Structural capital
8. | 009 4.33 0.58 0.67 0.58 4.00 1.00 Structural capital
9. 1010 4.67 0.58 0.33 0.58 4.00 1.00 Structural capital
10.| 012 5.33 0.58 0.33 0.58 3.33 0.58 Structural capital
11.] 013 5.00 1.00 0.67 0.58 3.33 1.15 Structural capital
12.| 015 4.00 0.00 1.33 1.15 3.67 1.15 Structural capital
13.1 016 5.00 0.00 0 0.00 4.00 1.00 Structural capital
14.1 017 4.67 0.58 0.33 0.58 4.00 1.00 Structural capital
15.| 018 5.33 0.58 0.67 0.58 3.00 1.00 Structural capital
16.| 019 6.00 0.00 0 0.00 3.00 1.00 Structural capital
17.1 020 5.33 1.15 0.67 0.58 3.00 1.00 Structural capital
IX.| 021 4.33 0.58 1.67 0.58 3.00 1.00 Structural capital
19.] 022 5.67 0.58 0.33 0.58 3.00 0.00 Structural capital
20.] 023 5.67 0.58 0 0.00 3.33 1.15 Structural capital
21.| 025 6.00 0.00 0.33 0.58 2.67 0.58 Structural capital
22.| 026 4.33 1.15 1 0.00 3.67 0.58 Structural capital
23.| 027 5.67 0.58 0.33 0.58 3.00 1.00 Structural capital
24.1 028 4.67 0.58 0.33 0.58 4.00 1.00 Structural capital
25.1 029 4.33 1.53 1 1.00 3.67 0.58 Structural capital
26.| 030 4.33 1.15 0.67 0.58 4.00 0.00 Structural capital
27.1 032 6.00 0.00 0.33 0.58 2.67 0.58 Structural capital
28.| 036 5.00 1.00 0.67 0.58 3.33 0.58 Structural capital
29.1 038 4.67 0.58 0.67 0.58 3.67 0.58 Structural capital
30.| 039 5.33 1.15 1 f 1.00 2.67 0.58 Structural capital




# Structural Technical skills|Personal characteristic
Branch Emphasized
capital variables variables variables
Code concept
Mean S.D Mean S.D Mean S.D
31.] 040 5.33 1.15 0.67 0.58 3.00 1.00 Structural capital
32.1042 4.33 0.58 1 0.00 3.67 1.15 Structural capital
33.1043 4.00 0.00 = 0.00 3.67 1.53 Structural capital
34.| 045 6.00 0.00 0.33 0.58 2.67 0.58 Structural capital
35.1050 5.33 0.58 0.33 0.58 3.33 0.58 Structural capital
MF. AN 5.11 0.53 3.39
S.I) 0.63 0.48 0.48

Structural capital component were visually observed to have the highest mean
followed by personal characteristics and lastly technical skills. This indicated that in
offering deposit services, structural capital components were the most emphasized

performance indicator in all the branches.

Table 4.3.2 Results of Service Concept location of Advance services by NBK branches

Structural Technical Personal characteristic
Emphasized
Branch [capital variables |skills variables variables
concept

Code Mean S.D Mean S.D Mean S.D
1.1 002 2.67 0.58 5.33 0.58 1.00 0.00 Technical Skills
2.1 003 2.67 0.58 6.00 0.00 0.33 0.58 Technical Skills
3.1 004 3 0.00 6.00 0.00 0.00 0.00 Technical Skills
4.1005 3.33 2.08 5.33 0.58 0.33 0.58 Technical Skills
5.1 006 3.33 0.58 5.00 1.00 0.67 0.58 Technical Skills
6. 007 4 1.00 4.67 0.58 0.33 0.58 Technical Skills
7.1 008 3 1.00 5.00 1.00 1.00 0.00 Technical Skills

009 3.33 2.08 4.67 1.15 1.00 1.00 Technical Skills

010 3 1.00 5.67 0.58 0.33 0.58 Technical Skills
10| 012 4 1.00 4.67 0.58 0.33 0.58 Technical Skills
11/ 013 3.33 0.58 5.33 0.58 0.33 0.58 Technical Skills
121 015 3.67 0.58 3.33 1.15 2.00 0.00 Technical Skills
13/ 016 3.33 0.58 3.33 1.53 2.33 0.58 Technical Skills
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Structural Technical Personal characteristic
Branch [capital variables |skills variables variables Emphasized
Code Mean S.D Mean Mean concept

14/ 017 3.67 1.53 5.33 0.58 0.00 0.00 Technical Skills
15/ 018 3.67 2.31 5.33 0.58 0.00 0.00 Technical Skills
16/ 019 3 1.00 5.67 0.58 0.33 0.58 Technical Skills
17] 020 3 1.00 5.67 0.58 0.33 0.58 Technical Skills
18| 021 3 1.00 5.00 1.00 1.00 0.00 Technical Skills
19| 022 2.67 0.58 5.33 0.58 1.00 0.00 Technical Skills
20| 023 3 0.00 4.67 0.58 1.33 0.58 Technical Skills
21| 025 3 0.00 6.00 0.00 0.00 0.00 Technical Skills
22| 026 3 1.00 5.67 0.58 0.33 0.58 Technical Skills
23| 027 3.67 0.58 5.00 1.00 0.33 0.58 Technical Skills
24| 028 3.67 4.67 0.58 0.67 0.58 Technical Skills
25| 029 3 1.00 5.67 0.58 0.33 0.58 Technical Skills
26 0 3 0.00 5.67 0.58 0.33 0.58 Technical Skills
271 032 4 1.00 4.67 0.58 0.33 0.58 Technical Skills
28| 036 2.67 0.58 4.33 0.58 2.00 1.00 Technical Skills
29| 03X 3 0.00 3.33 0.58 2.67 1.53 Technical Skills
30| 039 3.33 0.58 3.33 0.58 2.33 0.58 Technical Skills
31| 040 2.67 0.58 5.67 0.58 0.67 0.58 Technical Skills
32| 042 3.67 1.15 3.33 0.58 2.00 0.00 Technical Skills
33| 043 3.33 0.58 4.67 1.53 1.00 0.00 Technical Skills
341045 3 0.00 3.67 2.08 2.33 0.58 Technical Skills
351050 3 1.00 5.67 0.58 0.33 0.58 Technical Skills
MEAN 3.22 4.93 0.85

S.D 0.40 0.84 0.79

Technical skills component were visually observed to have the highest mean followed
by structural capital and lastly personal characteristics. This indicated that in offering
advance services, technical skills components were the most emphasized performance
indicators by all the branches. Table 4.3.3 illustrates further the mean of the different

concepts.
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Table 4.3.3 Summary of service concept location

DHPOSITS ADVANCES
Serv ice Concept Location

n Mean S.D Mean S.D
i. | Processes and Procedures 5.54 0.61 3.40 0.60
2. Branch Systems 5.17 0.86 3.69 0.90
3. | Infrastructure 4.63 0.91 2.57 0.74
Aggregate Mean 5.11 0.63 3.22 0.40

4. Individual traits 3.63 0.69 0.94 0.87
5. | Attitude towards staffand customers | 3.74 0.70 0.86 0.97
6. | Fundamental values 2.74 0.85 0.74 0.89
Aggregate Mean 3.39 0.48 0.85 0.79

7. | Diagnosis Skills 0.57 0.65 4.94 1.14
8. | Adv isory Skills 0.29 0.57 4.66 1.19
9. | Risk avoidance skills 0.74 0.66 5.20 0.80
Aggregate Mean 0.53 0.48 4.93 0.84

Concept most emphasized Structural capital | Technical  Skills
for deposits for advances

In locating the service concept for deposits. Processes and procedures has the highest
mean, followed by branch systems, infrastructure, attitude, individual traits,
fundamental values, risk avoidance, diagnosis skills and lastly advisory skills in that
order. However, in advances services, risk avoidance skills has the highest mean
followed by diagnosis skills, advisory skills, branch systems, processes and
procedures, infrastructures, individual traits, attitude and lastly fundamental values in

that order.
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4.3.1 Current Branch Service system design

Statistical analysis was conducted to test the difference between means and
significance of the structural capital variables mean, technical skills variables mean
and personal characteristics variables mean to determine the service concept location
of both deposits and advances.

In offering deposits, a t-test was used to compare the means of structural capital
(Mean- 5.11. S.I)- 0.63). technical skills (Mean- 0.53. S.I)= 0.48) and personal

characteristics (Mean= 3.39. S.D~ 0.48). The hypotheses to be tested were:

* Hoi : Mc - Hw (there is no difference between mean of structural capital and
technical skills
H:: : n, 4- Ht* (there is a difference between mean of structural capital and
technical skills
And
*  H2 : Mc ™~ Mg (there is no difference between mean of structural capital and
personal characteristics
II:: : H* 4- Mg (there is a difference between mean of structural capital and
personal characteristics
Where u, = mean of structural capital variables mean oftechnical skills variables

and Upc mean of personal characteristics variables.

The two-tailed I' value for both cases is less than 0.0001. By conventional criteria,
this difference is considered to be extremely statistically significant. We thus reject
the null hypothesis in both cases and conclude there is a significant difference
between the three mean scores at the 95% confidence level, i.e. the mean score for

locating the service concept at the structural capital is significantly higher than the
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mean score for locating the service concept at the technical skills and personal
characteristics as visually observed in the results.

In offering advances, a t-test was used to compare the means of structural capital
(Mean=3.22, S.1> 0.40), technical skills (Mean- 4.93. S.D- 0.X4) and personal

characteristics (Mean= 0.85. S.D= 0.79). The hypotheses to be tested were:

e Hoi : Hu =~ Mkt (there is no difference between mean of technical skills and
structural capital
I':: « His £ Mc (there is a difference between mean of technical skills and
structural capital
And
e 1Ilo2 : Ms ~ M (there is no difference between mean of technical skills and
personal characteristics
H22 : ~ r- Mc (there is a difference between mean of technical skills and
personal characteristics
I he two-tailed P value for both cases is less than 0.0001. B\ conventional criteria,
this difference is considered to be extremely statistically significant. We thus reject
the null hypothesis of both cases and conclude there is a significant difference
between the three mean scores at the 95% confidence level, i.e. the mean score for
locating the service concept at the technical skills is significantly higher than the
mean score for locating the service concept at the structural capital and personal

characteristics as visually observed in the results.

4.4 Performance of Deposits and Advances
The performances of deposits and advances were obtained by averaging annual
achievements of each branch for the last 10 years. The bank considers a target

achieved ifa branch gets 100% (i.e. Performance index of 1.00) of its yearly target.



Table 4.4.1 Results of NBK branch performances in Deposits and Advances

DEPOSITS ADVANCES

# Branch  Performance | Category # | Branch | Performance | Category

Code Index (P.I) Code Index (P.I)
1. 003 1.48 1.| 004 "1.66
2. 023 1.47 2.1 025 1.63

019 1.44 3. 029 1.47
4. 032 1.40 040 1.45
57 025 1.25 5.| 050 1.36
6. 039 123 6.1 030 1.29
T. 006 1.23 7.1 020 1.25
8. 045 U9 8.1 023 1.24 Achie\ed
9. 002 1.17 9.1 026 1.21 Target
10 004 1.16 Achieved 10| 002 1.20
11 022 1.10 Target 11| 022 1.18
12 040 1.09 12/ 010 i.17
13 027 1.07 13/ 013 I11
14 012 1.06 14/ 005 1.06
15 007 1.05 15/ 019 1.05
16 036 1.02 16, 003 1.03
17 018 1.01 17, 032 0.83
18 050 1.01 18] 028 0.81
19 008 1.00 19 007 0.78
20 020 1.00 20| 043 0.77
21 028 0.94 21| 027 0.73 "
22 013 0.93 22| 006 0.71

Below Target
23 016 0.93 23| 012 0.62
24 005 0.89 24| 009 0.61
25 010 0.86 25] 021 0.60
Below
26 009 0.83 26| 008 0.60
Target

27 "030 0.82 27,018 0.55
28 038 0.77 28| 017 0.50
29 017 0.75 29| 036 0.45 Much below
30 042 0.69 30| 015 0.40 Target
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31, 026 0.69 31| 016 0.24
32. 021 0.53 32| 042 0.20
33 015 0.48 Much 33| 045 0.19
34, 029 0.45 Below 34| 039 0.14
35 043 0.43 Target 35/ 038 0.14

The study established that majority of the Bank's branches perform fairly good in
deposit mobilization. This is evident by 57.1% of NBK branches which achieve
targets set in deposit mobilization. While the performances of 31.4 % ofthe branches
are below target.

general 42.8% of branches which do not achieve targets which is almost half of the

11.4% of them perform much below target. This therefore gives a

branches under study, lable 4.4.2 depicts the analyzed performance ofdeposits.

Table 4.4.2 Deposits Performance

Frequency Percent Cumulative Percent
Valid  Achieved Target 20 57.1 57.1
Below Target 11 31.4 88.6
Much below target 4 11.4 100.0
Total 35 100.0

Only 42.9 % of the branches have a good lending book according to the study.
Majority of the branches fall below set targets in performances ofadvances as evident
by 37.1% which are below targets while 20 % are much below target in performance.

These sums up to 57.1

summarized in table 4.4.3.

Table 4.4.3 Advances Performance

% of the branches not meeting targets in advances as

Frequency Percent Cumulative Percent
Valid Achieved Target 16 42.9 42.9
Below Target 12 37.1 80.0
Much below target 7 20.0 100.0
Total 35 100.0
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4.5 Location of Deposit services and performance

A correlation analysis was performed to test the relation between the service concept
location and performance. In offering deposits, service concept was observed to be
located at the structural capital component. A correlation analysis between structural

capital and performance ofeach branch was conducted.

Pearson Product-Moment Correlation Coefficient (r) - 0.89.

This indicates an almost perfect positive correlation indicating a positive relationship
between the variables. This means that as the location of the deposit serv ice concept
at the structural capital increases so does the performance ofthe deposits.

On the other hand, a correlation coefficient between technical skills and performance
of deposits was -0.72 while the correlation coefficient between personal
characteristics and performance of deposits was -0.56. This indicates a moderate

negative relationship between the two variables and performance of deposits.

Alternatively, in offering advances service concept was observed to be located at the
technical skills component. A correlation analysis between technical skills and

performance ofeach branch was conducted.

Pearson Product-Moment Correlation Coefficient (r) = 0.86.

This also indicates an almost perfect positive correlation indicating a positive
relationship between the variables. This means that as the location of the advances
services concept at the technical skills increases so does the performance of the
deposits.

On the other hand, a correlation coefficient between structural capital and
performance of advances was -0.42 while the correlation coefficient between personal
characteristics and performance of advances was -0.71. This indicates a moderate

negative relationship between the two variables and performance ofdeposits implying



that an increase in emphasis on structural capital components and personal

characteristics moderately impacts the performance ofadvances negatively.
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CHAPTER FIVE: SUMMARY, CONCLUSION AND

RECOMMENDATIONS

5.1 Introduction

This chapter presents the summary of research findings, conclusions of the study,

recommendations, limitations ofthe studs and suggestions for further research.

5.2 Summary

The objectives of the study were to determine the service concept location in the
different branches of National Bank of Kenya and also determine the relation between
service concept location and performance among the branches of National Bank of

Kenya. The findings ofthe study were guided by the research objective.

According to Mills and Margulies (1983) framework, classification influences serv ice
concept location. Generally, the study identified that National Bank of Kenya's major
two products, deposits and advances are classified differently according to the
analyzed results. 100 % of the bank's branches classify deposits as a maintenance
interactive service. Alternatively, the study found that 100% of the branches of
National Bank of Kenya have their advances services classified as task interactive

services.

In service concept location, the study identified that when offering deposit services
structural capital had the highest mean (mean=5.11. S.D=0.63), then personal
characteristics components (mcan=3.39. S.D=0.48) and lastly technical skills
components (mean-().53. S.D-0.48). Branches that have higher means in structural
capital were identified by the study to perform rather well as shown by the correlation

analysis results.



On the other hand, the study identified technical skills components as having the
highest mean when offering advance services (mean=4.93. S.D=0.84). followed by
structural capital components (mean=3.22. S.D=0.40) and lastly personal
characteristics components (mean=0.85. S.1)=0.79). The study observed that branches
with higher mean in structural capital and technical skills perform better in deposits

and advances respectively.

5.3 Conclusion

I hat stud) concludes that the National Bank of Kenya's deposits arc classified as
maintenance interactive while their advances are classified as task interactive serv ices
owing to their respective features observed during their daily operations. The study
also concludes that in offering deposit services NBK locates the serv ice concept at the
structural capital component while when offering advance services the study

established that NBK locates the serv ice concept at the technical skills component.

Further, the study concludes that performance of deposits and advances increases with
increased positioning towards the relev ant service concept location. This implies that
branches that strongly position their deposits and adv ances at the structural capital and
technical skills components perform better than those choosing other alternatives as
observed b> the positive correlation between concept location and performance of
both service products. The study thus concludes that the two products require
different serv ice delivery systems and hence optimization failure would be expected if

a common serv ice concept is designed for them as is commonly the case.

5.4 Recommendations

The bank should consider strongly designing the deposits and adv ances differently for
the branches performing poorly to ensure stronger serv ice concept location given the

positive correlation between relevant serv ice concept location and performance.
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The study also recommends that the bank should ensure branches performing poorlv
should have their managers' emphasis strongly on the relevant service concept

location for the services to boost performance and competitiveness.

5.5 Limitations of the Study

Data was collected from one bank, this may limit the application of this study to the
entire banking industry as far as locating the service concept of deposits and advances

and performance.

5.6 Suggestions for Future research

For future research, the study recommends that a similar study be carried out in other
banks to establish their approach in locating the service concept of advances and
deposits. The inter-banks comparison will help conclusions regarding the influence of

different bank characteristics in locating their service concept and performance.
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APPENDIX 1: QUESTIONNAIRE

Branch Code:

SECTION 1: DEPOSITS SERVICES

Part A: Please answer the following questions either by circling or crossing the
appropriating rating.
1. When I work on deposit services:

1 take considerably short time -2 : -1 : 0:1:2 I take considerably long to

with the customer provide to one customer
2. In deposit services.my interaction with the customer is:

Rather Cosmetic 22 -1 0:1:2 Very Important

3. In deposit services, the information I receive from the customer is:

Limited 2 -1 ¢ 0:1:2 Extensive

I can still know what to do ifam -2 .-1:0:1:2 Key to what I am to provide
not given service for.

Is recorded for use by any -2+ -1 : 0:1:2 I mustkeep for myself

service prov ider
4. In deposit services, the customers;

Knows what I am to do 2 -1 : 0: 1 :2 Mayknow what he/she wants
but doesn't know what 1 have to

do exactly.

5. In deposit services, the value is created for the customer

In what I will have done in the -2 - : 0:1:2 During the close interaction

outcome
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6. In deposit sen ices, the descions i make

Can be arrived at by any of my -2 - : 0:1:2 Everyone ofmy colleagues

colleague given the same

information

would probably arrive at
different decisions given same

information

7. 1In deposit services, the service i give to my customers

Could be given by any of my 200 -

colleagues to the same standard

8. In deposit services, tasks are

Clear as to what 1 am to do -2

0:1:2

I : 2 Will be different ifany of my

other colleagues gives it.

There are always some

ambiguities I have to deal with.

Part B: For each pair below, tick the one which is more close to what your branch

emphasizes when considering deposit service delivery facility .

In my branch. Processes &
Procedures arc more emphasized as

factors in performance

In my branch, individual personality
traits are more emphasized as factors in

performance

In my branch, branch infrastructure
are more emphasized as factors in

performance

In my branch, knowledge diagnostic
skills are more emphasized as factors in

performance

In my branch, branch systems are
more emphasized as factors in

performance

In my branch, individual fundamental
values are more emphasized as factors in

performance

In my branch, individual's attitude to
work &  customers are more

emphasized as factors in performance

In my branch, advisory skills are more

emphasized as factors in performance
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In my branch. Processes &
Procedures are more emphasized as

factors in performance

In my branch, individual fundamental
values are more emphasized as factors in

performance

In my branch, branch infrastructure
are more emphasized as factors in

performance

In my branch, risk avoidance are more

emphasized as factors in performance

In my branch, technical training arc-
more emphasized as factors in

performance

In my branch, branch systems are more

emphasized as factors in performance

In my branch, knowledge diagnostic
skills are more emphasized as factors

in performance

In my branch, branch systems are more

emphasized as factors in performance

In my branch, individual personality
traits are more emphasized as factors

in performance

In my branch, branch infrastructure are
more  emphasized as  factors in

performance

In my branch, branch infrastructure
are more emphasized as factors in

performance

In my branch, individual's attitude to
work & customers are more emphasized

as factors in performance

In my branch, individual fundamental
values are more emphasized as

factors in performance

In my branch, knowledge diagnostic
skills are more emphasized as factors in

performance

In my branch, branch systems are
more emphasized as factors in

performance

In my branch, individual personality
traits are more emphasized as factors in

performance

In my branch, advisory skills are
more emphasized as factors in

performance

In my branch. Processes & Procedures
are more emphasized as factors in

performance




In my branch, branch infrastructure
are more emphasized as factors in

performance

In my branch, individual fundamental
values arc more emphasized as factors in

performance

In my branch, knowledge diagnostic-
skills are more emphasized as factors

in performance

In my branch, individual's attitude to
work & customers are more emphasized

as factors in performance

In my branch, individual personality
traits are more emphasized as factors

in performance

In my branch, risk avoidance are more

emphasized as factors in performance

In my branch, branch infrastructure
are more emphasized as factors in

performance

In my branch, advisory skills are more

emphasized as factors in performance

In my Dbranch. Processes &
Procedures are more emphasized as

factors in performance

In my branch, knowledge diagnostic
skills are more emphasized as factors in

performance

In my branch. Processes &
Procedures are more emphasized as

factors in performance

In my branch, individual's attitude to
work & customers are more emphasized

as factors in performance

In my branch, risk avoidance are
more emphasized as factors in

performance

In my branch, individual fundamental
values are more emphasized as factors in

performance

In my branch, individual personality
traits are more emphasized as factors

in performance

In my branch, advisory skills are more

emphasized as factors in performance

In my branch, risk avoidance are
more emphasized as factors in

performance

In my branch. Processes & Procedures
are more emphasized as factors in

performance
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In my branch, branch systems are

more emphasized as factors in

performance

In my branch, advisory skills are more

emphasized as factors in performance

In my branch, individual's attitude to

work & customers are  more

emphasized as factors in performance

In my branch, risk avoidance are more

emphasized as factors in performance

In my branch.individual fundamental

values are more emphasized as

factors in performance

In my branch, advisory skills are more

emphasized as factors in performance

In my branch, individual personality
traits are more emphasized as factors

in performance

In my branch, knowledge diagnostic
skills are more emphasized as factors in

performance

In my branch, branch systems are

more emphasized as factors in

performance

In my branch, individual's attitude to
work & customers are more emphasized

as factors in performance

SECTION 2: ADVANCE SERVICES

Part A: Please answer the following questions cither b> circling or crossing the

appropriating rating.
1. When 1 work on advances services
I take considerably short time -2

with the customer

b

:o-1

0:1 ;2

I take considerably long to

provide to one customer

2. In advances services.my interaction with the customer is;

Rather Cosmetic -2

-I

0o;1:2

Very Important

3. In advances services, the information I receive from the customer is:

Limited 2

Extensive




I can still know what todo ifam -2 : - : 0 : 1 : 2 Key towhat I am to provide

not given sen ice for.

Is recorded for use by any -2 -1 + 0:1:2 I must keep for myself

serv ice provider
4. 1In advances services, the customers:

Know s what I am to do 2 -1 0:1:2 May know what he/she wants but

doesn't know what I'll doexactlv.
5. In advances services, the value is created for the customer

In what I will have done in the -2 : -1 : 0:1:2 During the close interaction

outcome

6. In advances services, the descions 1 make

Can be arrived at by any ofmy 2 -1 0:1:2 Any ofmy colleagues would
colleague given the same probably arrive at different
information decisions given same information

7. In advances services, the service i give to my to my customers

Could be given by any of my 2 -1 : 0 : 1 :2 Wil be different ifany of my

colleagues to the same standard other colleagues gives it.
X. In advances serv ices, tasks are
Clear as to what I am to do -2 -1 : 0: 1 :2 Therearealways some
ambiguities I have to deal with.
Part B: For each pair below, tick the one which is more close to what your branch
emphasizes when considering Advances service delivery facility.

In m> branch. Processes & Procedures In my branch, individual personalis
are more emphasized as factors in traits are more emphasized as factors in

performance performance
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In my branch, branch infrastructure arc
more emphasized as  factors in

performance

In my branch, knowledge diagnostic I
skills are more emphasized as factors in

performance

In my branch, branch systems are more

emphasized as factors in performance

In my branch, individual fundamental
values are more emphasized as factors in

performance

In my branch, individual's attitude to
work & customers arc more emphasized

as factors in performance

In my branch, advisory skills arc more

emphasized as factors in performance

In my branch. Processes & Procedures
are more emphasized as factors in

performance

In my branch, individual fundamental
values are more emphasized as factors in

performance

In my branch, branch infrastructure are
more emphasized as factors in

performance

In my branch, risk avoidance are more

emphasized as factors in performance

In my branch, risk avoidance arc more

emphasized as factors in performance

In my branch, branch systems are more

emphasized as factors in performance

In my branch, branch systems are more

emphasized as factors in performance

In my branch, knowledge diagnostic
skills are more emphasized as factors in

performance

In my branch, individual personality
traits are more emphasized as factors in

performance

In my branch, branch infrastructure are
more emphasized as  factors in

performance

In my branch, branch infrastructure are
more emphasized as  factors in

performance

In my branch, individual's attitude to
work & customers are more emphasized

as factors in performance




In my branch, individual fundamental
values are more emphasized as factors

in performance

In my branch, knowledge diagnostic
skills are more emphasized as factors in

performance

In my branch, branch systems are more

emphasized as factors in performance

In my branch, individual personality
traits are more emphasized as factors in

performance

In my branch, advisory skills are more

emphasized as factors in performance

In my branch. Processes & Procedures
are more emphasized as factors in

performance

In my branch, branch infrastructure are
more emphasized as factors in

performance

In my branch, individual fundamental I
values arc more emphasized as factors in

performance

In my branch, knowledge diagnostic
skills arc more emphasized as factors in

performance

In my branch, individual's attitude to
work & customers are more emphasized

as factors in performance

In my branch, individual personality
trails are more emphasized as factors in

performance

In my branch, risk avoidance are more

emphasized as factors in performance

In my branch, branch infrastructure are
more emphasized as  factors in

performance

In my branch, advisory skills are more

emphasized as factors in performance

In my branch. Processes & Procedures
are more emphasized as factors in

performance

In my branch, knowledge diagnostic 1
skills are more emphasized as factors in

performance

In my branch. Processes & Procedures
are more emphasized as factors in

performance

In my branch, individual's attitude to
work & customers are more emphasized

as factors in performance




In my branch, risk avoidance arc more

emphasized as factors in performance

In my branch, individual fundamental
values are more emphasized as factors in

performance

In my branch, individual personality
traits are more emphasized as factors in

performance

In my branch, advisory skills arc more

emphasized as factors in performance

In my branch, risk avoidance are more

emphasized as factors in performance

In my branch. Processes & Procedures
are more emphasized as factors in

performance

In my branch, branch systems are more

emphasized as factors in performance

In my branch, advisory skills are more

emphasized as factors in performance

In my branch, individual's attitude to
work & customers are more emphasized

as factors in performance

In my branch, risk avoidance are more

emphasized as factors in performance

In my branch, individual fundamental
values are more emphasized as factors

in performance

In my branch, advisory skills are more

emphasized as factors in performance

In my branch, individual personality
traits are more emphasized as factors in

performance

In my branch, knowledge diagnostic
skills are more emphasized as factors in

performance

In my branch, branch systems are more

emphasized as factors in performance

In my branch, individual's attitude to
work & customers are more emphasized

as factors in performance
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