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ABSTRACT 

Corporate restructuring is a stage in strategy implementation where organizational 
managers attempt to recast their organizations, the organizational structure, leadership, 
culture, and reward system may all be changed to ensure cost competitiveness and quality 
demanded by the unique requirements of its strategies. Corporate restructuring is 
therefore aimed at reorganizing the organization from its current state which is viewed to 
be inefficient to one that is not only cost effective but also has a competitive advantage in 
the industry. The study has examined the challenges that KCB Bank Group Ltd has been 
facing in the implementation of the strategy of corporate restructuring, how these 
challenges have been managed guided by the bank's key restructuring aim. The research 
was conducted on a case study research design focusing on KCB Bank Group that has 
just completed its first phase of the restructuring implementation process. Data was 
collected using a structured personal interview with the senior management members of 
staff of the bank. The study has established that the implementation process has faced a 
number of challenges which are not unique in the industry; these challenges are both 
behavioral and systemic. However, these challenges have been managed and the bank 
has used various measures inorder to manage these challenges. It can also be noted that 
the bank is optimistic that she will break through these challenges and emerge successful 
in realizing her key transformation goals which are to be a leaner and more efficient 
organisation with the aim of increasing her profitability and growth both locally and in 
the subsidiaries. On analyzing the data collected, it can be concluded that the bank so far 
is on track but more emphasis is needed on the behavioral challenge management since 
human beings in all organisations are the main cogs in the organizational production 
process. The bank has heavily invested in a strong technology infrastructure which will 
greatly support in the management of the systemic challenges. The researcher 
recommends that more study requires to be carried out in this field of corporate 
restructuring moreso at KCB Bank Group Ltd to establish whether the bank has realized 
its dreams, how the organisation has been fairing in the implementation process, and 
finally how different the organisation is from other organisations in the same industry and 
the progresses made. 
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ACRONYMS AND ABBREVIATIONS 

ATM: Automated Teller Machine 

CEO: Chief Executive Officer 

COO: Chief Operating Office 

DBK: Development Bank of Kenya 

EPS: Earnings Per Share 

IPO: Initial Public Offer 

IT: Information Technology 

KCB: Kenya Commercial Bank 

KES: Kenya Shillings 

M&As: Mergers and Acquisitions 

MIS: Management Information Systems 

PC: Personal Computer 

SME: Small and Medium Enterprise 

TAT: Tum-Around Time 
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CHAPTER ONE: INTRODUCTION 

1.1 Background of the Study 

Organizations, depending on their nature of their business, structure, and size employ 

different strategies in order to achieve their desired level of output. The organisations 

therefore must implement the right strategies that they have formulated if the desired 

performance level is to be achieved. Some of the strategies include; corporate 

restructuring, cost cutting, mergers and acquisitions, diversification, divestitures among 

others. Therefore, those organisations that actively manage their business portfolios 

through acquisitions and divestitures create a substantially more shareholder value than 

those kept in a fixed business line-up (Thompson and Strickland, 2008). 

According to Johnson and Scholes (2002), a restructuring organisation requires a 

restructurer who identifies and maximizes the restructuring opportunities in business. 

This means that they are able to identify the problem and its root causes, and are capable 

of formulating the best approach to counter the problem and any other issue arising out of 

the problems. Corporate restructuring plays a versatile role to the business firm by 

creating value in the midst of integration of the global markets which are competitive and 

highly dynamic. It empowers companies address poor performance, pursue new strategic 

opportunities and attain credibility in the capital markets. The process has a great impact 

on the firms' market share. 



1.1.1 Strategy Implementation 

Strategy implementation is the most important stage in the strategy process. According 

to Wheelan and Hunger (2008), strategy implementation as the sum total of the activities 

and choices required for the execution of a strategic plan that has been formulated and 

agreed upon. It is also the process by which objectives, strategies, and policies are put 

into action through the development of programs, budgets and procedures, (Wheeler and 

Hunger, 2008). Strategy is putting the formulated strategy into action or where the action 

is as defined by Pearce and Robinson (201 0). Once strategies have been developed, they 

need to be implemented in order for their benefits to be actualized in the organisation. 

According to Thompson and Strickland (2003), strategy implementation is putting action 

into the chosen strategy. 

Strategy implementation entails the conversion of the strategic plan into action, and then 

into the desired results (Strickland, Gamble, & Thompson, 2008). An organisation's 

strategy is considered successful when the organisation is able to achieve organizational 

objectives and the targeted levels of financial performance. This involves establishing 

programs to create a series of organizational activities, budgets, to allocate funds to the 

new activities and procedures to handle the day to day details (Wheelan & Hunger, 

2008). Since an organisation's strategy is long-term, its implementation involves a 

specific action plan which must be implemented in a manner that is consistent or fits the 

organisation's requirements (Thompson and Strickland, 2003). This implies that the 

short-term objectives and actions guide the implementation by converting the long-term 

objectives into short-term actions and targets. Functional tactics are therefore needed 

which can be internal or outsourced and their primary purpose is to translate the business 
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strategy into activities that build the o1ganisation's adv<:Ultagt. Pulicie~ ale dlsu needed as 

they empower the operating personnel by defining guidelines for decision making. To 

achieve effective and positive results, the organisation needs a proper reward system. 

The importance of strategy implementation is primarily to gear the firm towards 

achieving positive synergy among the divisions and functional areas in order to establish 

and maintain the organisations distinctive competence, (Wheelan & Hunger, 2008). This 

has the effect of turning around the organisation from loss making, or below optimal 

performance to levels of high profitability, which gives the firm a high market share 

value as well as gaining competitive advantage over its rivals. 

1.1.2 Corporate Restructuring 

Restructuring generally refers to the reorganization of the corporate operations to achieve 

higher levels of operating efficiency. Pearce and Robins on (20 1 0) viewed corporate 

restructuring as a stage in strategy implementation where managers attempt to recast their 

organizations. The organizational structure, leadership, culture, and reward systems may 

all be changed to ensure cost competitiveness and quality demanded by the unique 

requirements of its strategies. 

Corporate restructuring involves the elimination of non-core businesses and business 

processes, the consolidation of related operations and business functions and, to a great 

extent, reengineering of existing processes. According to Mintzberg and Quinn (1991), 

corporate restructuring involves frequently changing the organizational management 

team, shifting strategy, or infusing the organisation with new technology that the 

3 



~ompany may follow up on new C:tcqu!siliuns ur 'ousi11esses .in urJer tu 'ouild a critic&l 

mass, and selling off unneeded or unconnected parts and thereby reduce the effective 

acquisition cost. According to (Strickland, Gamble, & Thompson, 2008), corporate 

restructuring involves divesting some businesses and acquiring others so as to put a 

whole new face in the company's business line-up. Restructuring can also be mandated 

by the emergence of new technologies that threaten the survival of one or more of a 

diversified company's businesses and in some instances, with the appointment of a new 

ChiefExecutive Officer (Strickland, Gamble, & Thompson, 2008). 

Corporate restructuring has enabled organizations globally respond more quickly and 

effectively to new opportunities and unexpected pressures, thereby re-establishing their 

competitive advantage. The competitive advantage established by the restructuring 

organisation is grounded on reorganizing its business processes and ensuring that it is in 

the best position to compete while building best practices and internal process that propel 

it above its competitors. This eventually makes the firm able to adapt quickly and 

prepares it for quick combating the competitors (Gilson, 201 0). He further argues that 

organizations restructure to support corporate strategy or to take advantage of a business 

opportunity. Restructuring equips the firm with requisite competences needed to capture 

opportunities that present themselves in the operating environment through leadership in 

focused value. Gordon (1994), contends that restructuring institutes higher levels of 

operating efficiency and effectiveness ofthe organisation. 
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1.1.3 Kenya Commercial Bank Group Limited 

The Kenya Commercial Bank Group has undergone several changes since it was founded 

and has a long history. Kenya Commercial Bank Group was founded in 1896 and was 

known as The National bank of India and had its headquarters in Mombasa. It started its 

operations in Nairobi in 1904 since it was the headquarters of the Uganda Railway. In 

1958, Grindlays Bank merged with The National Bank of India to form the National and 

Grindlays Bank and this is when restructuring the bank started. In 1963, after 

independence, the government of Kenya acquired 70% of the shareholding in the 

National and Grindlays Bank. In 1970, the government acquired 100% shareholding in 

the bank and took full control of the bank and was renamed to Kenya Commercial Bank. 

It also became the largest commercial bank in Kenya (KCB Bank Group, 2011). 

Over the years, the government reduced its stake in the institution to 35%. Most recently, 

the government reduced its shareholding to 26.2% through a rights issue and raised Kes. 

2.45 billion in capital for the bank. In 2008, the government reduced its shareholding to 

23.1% after raising Kes. 5.5 billion through another rights issue. In 2010, the government 

through a third rights issue reduced its share to 17.7% and raised Kes. 12.5 billion. The 

bank started strategic corporate restructuring in 2003; this program was implemented 

over a period of three years and the bank started registering positive pre-tax and after tax 

income. Today, the bank is implementing a major restructuring that is expected to run for 

five years (KCB Bank Group, 2011). 

KCB Bank Group Ltd today is the largest bank in asset capitalization and also the largest 

locally owned bank not only in Kenya but also in the Eastern African region. The bank is 
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also considered to be the best local bank in East aml Central Africa as a rc:sult of the: 2010 

Central Bank of Kenya survey. KCB Bank Group Ltd is also the largest local bank with 

regional presence in the Eastern African region with 5 subsidiaries and more than 35 

branches spread in all the Eastern African countries save for Somalia and Ethiopia, the 

bank has 221 branches spread across the region. The bank has however been unable to 

take advantage of its strengths to steer its performance to the top. 

The major issues affecting the bank include a bloated workforce especially at the 

management level, low levels of customer service despite being the best training bank in 

the region, frequent cases of fraud and forgeries, and also the most risk averse bank in the 

region. All these issues can be attributed to its many procedures and policies when it 

comes to accessing bank products especially credit facilities. KCB Bank Group Ltd has 

realized that it does not require such a huge number of top level managers and few 

support staff but vice versa. Such a structure makes the bank spend a lot of finances in 

salaries and other benefits to these staff who contribute very little to profitability. Also 

the bank has few seven departments compared to 21 directors . The major departments 

that greatly contribute to profitability of the bank are fewer than the number of managers 

which means that some managers really do not have roles to play in the bank. 

The bank is now implementing a transformation program which will change the bank 

from the originally old generation organisation to a modern organisation where customer 

service is customized to meet their needs, and roles will be rationalized. The theme of 

this transformation process is to change the organisation from a good organisation to a 

great enterprise. This has led to the restructuring program that the bank is currently 

implementing with technical assistance from McKinsey and Company, an international 
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corporate restructuring consultam. This means that the KCB Bank Group Ltd is 1eaJy to 

go through the whole process of corporate restructuring since it wants to achieve a higher 

level of profitability. With KCB Bank Group Ltd engaging a restructuring expert, and 

starting to implement and going to the media to announce what they are implementing, 

means they are ready to undergo through the whole process however painful it may be. 

1.2 Research Problem 

Corporate restructuring entails any fundamental change in a company's business or 

financial structure, designed to increase the company's value. It is the process through 

which a company radically alters the contractual relationships that exists among its 

creditors, shareholders and other related parties (Gilson, 201 0). The process is geared 

towards increasing of the economic viability of the underlying business model. Corporate 

restructuring is a contemporary solution issue to managing and anticipating change 

(Acharya, 2009). He further notes that restructuring tackles issues of economic, social 

and environmental significance simultaneously. Firms must continuously adapt to market 

trends and pressures in order to maintain a competitive advantage. Downsizing, out 

sourcing and layoffs are all parts of the traditional response to the fragile economic 

climate and uncertainties. While training breaks, expansion by mergers and acquisitions, 

job sharing skills, and remote working are some of the contemporary restructuring 

approaches that are employed to tackle and address fragile economic and uncertainties. 
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KCB Bank Group Ltd is undergoing through a restruGturing pro(.;ess alsu known as 

transformation with the vision of being the preferred financial solutions provider in 

Africa with a global reach. To realize this vision KCB Bank Group Ltd has laid out a 

restructuring roadmap inorder to be competitive and ultimately beat the competition. 

Corporate restructuring an organisation is grounded on the notion that the organisation 

needs to do what is necessary to end its underperformance. This in tum protects the 

organisation from collapse and being rendered obsolete by another organisation. KCB 

Bank Group Ltd is today restructuring and it wants to be the pan African market leader in 

financial services. The bank is also keen to increase its efficiency levels with an interest 

in increasing its exposure in the small and medium enterprise (SME) market in the 

region. 

A number of scholars and researchers have studied corporate restructuring and 

implementation of strategic change in many organizations in Kenya and they have 

revealed why they need to change urgently if they are to remain competitive in their 

specific industries. Nadwa (2010) focused on the factors that influence the 

implementation of strategic change at Development Bank of Kenya (DBK). Kisingu 

(2007) studied the relationship between managerial skills and efficiency in commercial 

banks with a focus on how the managers ' skills help to detem1ine their efficiency levels 

and that of the bank. Machuki (2005) studied the challenges that a motor vehicle industry 

faces in implementing its strategies with a focus on CMC Motors. Kiptugen (2003) 

studied how commercial banks respond to a changing external environment. Nadwa 

(2010) focused her study on a small private commercial bank whose regional presence in 

terms of branch coverage is limited. Kisingu (2007) did not solve the problem of how we 
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can restructure an organisation to enable tht organisation managers be more efficient and 

increase the organisation's profitability. Machuki (2005) the study did not provide 

answers as to how we can structurally equip a service industry organisation in order to 

remain competitive with the fast changing operating environment notwithstanding. 

Kiptugen (2003) did not provide a clear formula on how to equip the organisation prior to 

that fast changing phase of the environment. This study seeks to establish the challenges 

that KCB Group Ltd is facing in the implementation of corporate restructuring and how 

these challenges are being managed. With their studies, we identify a knowledge gap that 

we need to seal and answer the question; What are the challenges of corporate 

restructuring and how have they been managed in order to drive the organisation towards 

achieving the desired objectives? 

1.3 Objectives of the Study 

The objectives of the study will be to establish: 

1. The challenges faced by KCB Group Ltd in implementing corporate restructuring. 

u. Measures adopted by KCB Group Ltd in dealing with these challenges. 

1.4 Importance of the Study 

The study will be very important to many parties especially scholars and researchers. By 

studying the implementation of such a strategy in such a big corporation, the study will 

be a point of reference for many scholars and researchers who are studying or planning to 

study strategy implementation in the realm of corporate restructuring in a large financial 
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institution. This study will offer a modem reslructuring model for many instilutions and 

thus contribute to the importance of further research, superior performance, and growth 

ofthe industry. 

The study will also benefit the organizational leaders as they will have a chance to get an 

objective observation, analysis, criticism, and opinion from a business researcher who is 

neither party to the organisation nor to the process itself. The study will also be of 

importance to the national government and its agencies. They will get a chance to 

understand and accept that "sometimes parts are better than a whole" especially when 

fully utilized and with the right structures in place. Today the main issue in many 

corporations is cost reduction but how to reduce the cost is not very clear. This study will 

determine how an organisation can reduce its costs and operate on a leaner and more 

effective structure. 

The study will greatly contribute in the advancement of more knowledge and its 

application to the existing body of knowledge in the field of corporate restructuring. It 

will also assist in the formulation of more advanced theories that will lead to an easier 

understanding of the concepts involved in this field of study. 
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CHAPTER TWO: LITERATURE REVIE'VV 

2.1 The Concept of Strategy 

Strategic management advanced from strategic planning which was widely practiced 

from 1960s through to the 1980s. Strategic planning is the systematic and formalized 

effort of a company to establish basic company purposes, objectives, policies, and 

strategies (Bateman & Zeithmal, 1990). Further, strategic planning involves futurity of 

the current decisions whereby it takes into account the chain of cause and effect 

consequences overtime of actual and intended decisions (Steiner, 1979). Strategic 

planning from the 1960s to the early 1980s often emphasized a top down approach to 

goal setting, a process that involved the senior management and planning staff or 

consultants. A wide gap often developed between the strategic managers and operational 

managers and the employees who would feel alienated and hence lose commitment to the 

process. These problems and rapidly changing envirorunent in the 1980s forced the 

executives to look at all levels of their firms for ideas and innovations. This resulted to 

modem strategic management, a process that involves managers from all parts of the 

organisation in the formulation and implementation of strategic goals (Bateman & 

Zeithmal, 1990). 

Strategic management is the art of drafting, implementing, and evaluating cross-

functional decisions that will enable an organisation to achieve i~s bng term objectives 

(David, 2003). Strategic management consists of decisions and actions used to formulate 

and implement strategies that provide a competitively superior fit between the 
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organisation and its environment to enable: .iL aclueve o1ganiz.al.io11al goals (HruJJ.1ageu1, 

2002). A basic model of strategic management presented by (Wheelan & Hunger, 2008) 

entails environmental scanning, strategy fommlation, strategy implementation, and 

evaluation. It is a process that integrates planning and management into a single process 

which includes internal assessment, environmental analysis, strategy formulation, 

strategy implementation, and strategic control. Thus the process can be looked at mainly 

as a combination of strategy formulation, strategic implementation, and control (Pearce & 

Robinson, 201 0). 

2.2 Strategy Implementation 

Strategy implementation is walking the talk or where rubber meets the road. Wheelan and 

Hunger (2008), defined strategy implementation as the sum total of the activities and 

choices required for the execution of a strategic plan that has been formulated and agreed 

upon. It is also the process by which objectives, strategies, and policies are put into action 

through the development of programs, budgets and procedures, (Wheeler and Hunger, 

2008). An organisation's strategy is considered successful when the organisation is able 

to achieve organizational objectives and the targeted levels of financial performance. This 

involves establishing programs to create a series of organizational activities, budgets, to 

allocate funds other necessary resources to the new activities and procedures to handle 

the day to day details (Wheeler and Hunger, 2008). 

Since an organisation's strategy is long-term, its implementation involves a specific 

action plan which must be implemented in a manner that is consistent or fits the 
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organization's req uiremenLS (Thomp::.on ancl S [fickJanJ, 2003 ). Tlti::. impl.ic:~ that the 

short-term objectives and actions guide the implementation by converting the long-term 

objectives into short-term actions and targets. Functional tactics are therefore needed 

which can be internal or outsourced and their primary purpose is to translate the business 

strategy into activities that build the organisation's advantage. 

The importance of strategy implementation is primarily to gear the firm towards 

achieving positive synergy among the divisions and functional areas in order to establish 

and maintain the organisations distinctive competence, (Wheelan & Hunger, 2008). This 

has the effect of turning around the organisation from loss making, or below optimal 

performance to levels of high profitability, which gives the firm a high market share 

value as well as gaining competitive advantage over its rivals. 

2.3 Corporate Restructuring 

Corporate restructuring entails any fundamental change in a company's business or 

financial structure, designed to increase the company's value, (Gilson, 2010). It is the 

process through which a company radically alters the contractual relationships that exists 

among its creditors, shareholders and other related parties. The process must lead to 

increasing of the economic viability ofthe underlying business model. 

The principal reason for corporate restructuring is to ensure that the business is in a 

position to achieve its strategic objectives (Gilson, 2010). The need is grounded in the 

conception that, as the firm evolves it will encounter a number of influencing factors such 

as new markets, changes in demand or the need to improve working practices and 
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processes internally. Restrw.:turing, therefu.re, frum a busine~s perspective, 1:::. vic:wed as a 

whole integrated commercial sound decision, focusing on optimization, elimination of 

task duplication and reducing costs. 

Corporate restructuring is a stage in strategy formulation at the implementation stage 

which is a process and not an event as may be perceived by many. Corporate 

restructuring plays a versatile role to the business firm by creating value in the midst of 

integration of the global markets which are competitive and highly dynamic. As 

postulated by Johnson and Scholes (1999), corporate restructuring as a strategy must 

reflect the direction and scope of the organisation over the long-term which achieves 

advantage for the organisation through the configuration of resources within a changing 

environment to achieving the strategic objectives of the organisation. It empowers 

companies address poor performance, pursue new strategic opportunities and attain 

credibility in the capital markets. The process has a great impact on the firms' market 

share. 

2.4 Rationale for Corporate Restructuring 

Throughout all the studies conducted in the field corporate restructuring, there is a 

general consensus that there are various factors that prompt corporate restructuring 

among organisations. (Nadwa, 2010), who studied the factors influencing implementation 

of strategic change at Development Bank of Kenya, found out that there are various 

critical factors that make an organization undergo change and restructure. These factors 
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are perceived to be inescapable for [hose who have a vision for urganizatioHal 

progression. 

The a1m of corporate restructuring lies m achieving the long run goal of wealth 

maximization. It generates value gains for shareholders along with creating and 

maintaining the overall market value of business enterprise. In concurrence with (Myat, 

2008), the desired results and mechanisms that are employed by the organization during 

restructuring are informed by the unique environmental conditions that face the entity 

enforcing this programme. 

According to Gilson (20 1 0), the need to address poor financial performance enhances the 

need for corporate restructuring. Declining sales, accounting losses or a falling stock 

price are the silent calls for corporate restructuring to reverse the condition. (Gilson, 

201 0), further argues that the rationale for corporate restructuring is for the restructuring 

firm to correct a large error in how it is valued in the capital market. This problem is 

prevalent in large diversified companies that operate in many businesses. Tracking stock, 

buybacks or leverage buyouts are some of the restructuring tools that can be capitalized 

on to reduce this value gap. 

Corporate restructuring is of essence when a firm has grown to the point that the original 

structure can no longer efficiently manage the output and general interests of the 

company (Myat, 2008). For instance, corporate restructuring may be called for as a 

means of creating a more effective management model as well as taking advantage of tax 

breaks, which would allow the firm to direct more revenue to the production process. 
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Restructuring in this case is seen as a positive sign of growth of the compcu1y and is often 

welcome by those who wish to see corporation gain a larger market share. 

Preservation of commercial morality of an entity is another goal for restructuring. In this 

case a firm seeks restructuring when it is unable to satisfy its debts, when they fall due 

without affecting its ability to continue doing business (Ansoff & McDannel, 1990). 

Preservation of commercial morality option restricts employing insolvency as an easy 

solution for those who can bear with the composure and the disgrace of their own failure. 

Myatt (2008) stresses that restructuring effectiveness depends on leadership recognizing, 

taking ownership over, and acting to correct strategic or tactical business mistakes and/or 

realigning elements of the firm with current or anticipated changes in market condition. 

Finally the driving force during restructuring should lie in the conception that a firm that 

restructures is theoretically leaner, more efficient, better organized, and better focused on 

its core business with a revised strategic and financial plan. 

2.5 The Principles of Corporate Restructuring 

Corporate restructuring provides a powerful strategic avenue for distressed companies to 

resolve financial and operational problems and to navigate through terrible economic 

times (Carson, 2010). The strategic managers have to be aware and be able to utilize the 

five principles for a successful corporate restructuring, these guiding principles according 

to Carson (2010) can help managers and their professionals to streamline the 
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restructuring, minimize time and costs associated with the: proc.;c:::;s, i:lnJ 1uaxi111iLc Ll1~; 

outcome for all involved. 

Restructuring is both a science and an art, managers should be smart and must seek 

consultancy from experienced restructuring professionals (Carson, 201 0). These 

professionals should have wide and necessary experience in managing, and dealing with 

the dynamics and complexities of the corporate restructuring process. The recognized 

authorities in the restructuring industry can guide the company expeditiously in 

negotiating and consummating the transactions (Carson, 201 0). From pre-planning to 

emergence, companies can achieve their goals in a relatively quick period of time with 

strategic planning and speedy execution. A timely emergence is often successful. 

Information should be efficiently organized from planning through execution, 

organization information is very critical at all times. (Carson, 2010), all key information 

should be clearly accessible to help expedite the process, and easily locate and retrieve 

the data needed. Data and other information needed during this process includes: 

fmancial statements, merchant listings, and employee and retiree listings, contracts 

among others. 

It is always important to disclose all the information. Develop a communication strategy 

to enable you disclose forward progress to the relevant constituents during the 

restructuring process; this should range from employee and vendors/ merchants to 

financial institutions and the media (Carson, 2010). It is critical that manage;:s know what 

to say and how to say it, just as it is important to recognize the strategic relevance of the 

communication. 
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Taking care of the stakeholders' fincu1cial in~ecurit1e~ i.nlu t:un~1dera1ion when dealing 

with matters of this nature and amplitude, emotions run high, and a melancholic mood 

prevails (Carson, 2010). Be sensitive to the needs of all the stakeholders and assure them 

that their matters are of great significance in the process and will be addressed during the 

process. 

2.6 The Process of Corporate Restructuring 

A company reengineers its operations first by reviewing its markets and evaluating its 

strengths with regard to those markets. It then determines how it would operate under 

ideal conditions. In other words, if it were entering the business afresh, how it would 

operate. The process of restructuring lies in the establishing of a detailed strategy to 

transform the operations from as it exists today, to the ideal operations it has defined 

(Gordon, 1994). Thisprocess must be performed carefully to ensure the projects bearing 

the greatest benefits are pursued first, and that each project will have minimum adverse 

effect on the operations and the transformation effect. 

The path to successfully turn around a distressed business can be very challenging. 

Kisingu (2007), studied the relationship between the managerial skills and their 

efficiency in commercial banks found that most managers do not possess the requisite 

skills to lead an organisation especially during a change era and mostly depend on the 

input of their juniors and their intuition. According to (Gordon, 1994) the focus is on the 

strategic management to take action quickly through the following four steps: 
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The management should clearly define the scope and what they want to achieve, the areas 

that will be affected, (Gordon, 1994). This is basically determining what needs to be 

done, what requires to be reorganized and how it will be done. The management also 

spells out the urgency for this activity. Also provided at this stage are; the time frame 

which is how long it will take to reorganize the operational activities, and the level of 

investigation which entails the tasks to be performed and the depth or extent to which 

they will be performed, and finally the expected results or deliverables. The organization 

also establishes the measurement of results, how they will be measured and a new 

organizational structure, reward and compensation. This is a very important stage in the 

process. 

A situation analysis is needed which is an onsite assessment of the current situation as it 

is, (Gordon, 1994). The management reviews the cash flows of the business, the debt 

service, organizational capacity and the capital structure, products and services, 

operations, reporting lines, systems and controls, the management team. At this stage, the 

organisation determines the immediate needs and provides an action plan or the road 

map. 

The organisation must prepare a recovery plan which is the stage where the organisation 

examines the current business activities and identifies the areas that need to be re

engineered, (Gordon, 1994). These areas will have new business processes and things 

change drastically. The restructuring team develops a cost reduction programme which 

determines the benefits that will be accrued as a result, the savings that the organisation 

will experience and the cost changes. To ensure that the organisation is on the right track, 
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it develops a clear and well defined performance measurement criterion iu the light of 

some milestones that the organisation will be exposed to. At this stage also, the team 

determines the alternatives for enhancing value in the organizations which is basically 

delivering quality results as well as being productive as opposed to being busy. Finally 

the organisation establishes a negotiations programme in the development of estimates of 

performance. This involves the management and all the employees of that organisation. 

This process according to (Gordon, 1994) is not complete without implementing the 

recovery plan which is the final stage in the restructuring process where the organisation 

focuses on the value drivers and emphasizes on those areas. The management is now 

involved in the organizational activities and clearly defines their responsibilities, the 

duties and responsibilities of all the managers as well as all the employees in the 

organisation. At this stage, performance is measured against plans and targets, determine 

the areas that need improvement by way of evaluation. The corporate restructuring 

professionals available assume interim key roles within the organisation if they are 

required; they serve the purpose of overseeing that the reorganization process takes off in 

the anticipated direction. At this stage, the organisation is able to establish whether they 

are doing what they have always desired with regards to productivity, cost reduction, 

savings, and higher profitability levels. 

2.7 Implementing Corporate Restructuring 

There are several approaches that managers can use to successfully implement corporate 

restructuring. K.iptugen (2003), in his study of how commercial banks respond to 
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changing environment established that the commercial banks imJ?lemcut straLegics gewed 

towards on how to deal with problems or issues as that tend to lag organizational 

performance behind. (Peters & Waterman, 1982), developed a framework identifying the 

key factors to best explain the superior performance of organisations that they studied. 

The framework is known as the McKinsey's 7s framework that provides a useful 

visualization of the key components that all managers have to consider in successful 

implementation of a strategy. After a strategy is formulated, the framework suggests that 

managers focus on six components to ensure effective corporate restructuring which 

include; organisation structure, system, shared values or organizational culture, skills, 

styles, and staff (Pearce, Robinson, & Mital, 201 0). 

Nobble (1991), identified five managerial factors for strategy implementation as follows : 

goals, organizational structure, leadership, communication, and incentives. Goals are 

important in for effective implementation because an effective implementation requires 

clear objectives. Changes in the organizational structure are often needed in the 

implementation stage. Leadership plays a vital role in determining the direction to take at 

the implementation stage. There is need for a powerful champion. Communication is 

important because the details of the implementation effort should be communicated as 

early and thoroughly as possible. Finally, incentives are an important tool for inspiring 

organizational members to change in accordance with the strategy. 

The five major areas important to any restructurer include resource commitment, sub-unit 

policies and programs, structure, rewards and people (Hanbrick and Cannella, 1989). 
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When restructuring, the resource commitments have to be change<.l, new slraiegic::, ufte11 

require revision of organizational structure. Corporate restructuring becomes successful 

due to prevalence of aptitudes, values, skills and contact of people at all levels of the 

organisation. Penning (1996), proposed a diagnostic approach fer strategy 

implementation and organizational change. Strategy implementation involves 

organisation structure, control, and information systems, reward systems, socialization, 

power and politics and organizational culture. By taking into account and adjusting these 

six factors, it is argued that management can implement a strategy successfully. (Bateman 

& Zeithmal, 1990), agree that strategy implementation is supported mainly by decisions 

regarding organizational culture, reward system, culture and style. 

2.8 The Tools of Corporate Restructuring 

There are various tools that an organisation can employ and they are all aimed at 

launching the firm to a whole new level of exemplary performance and higher 

profitability. To realize success of the process to, it is imperative for the organisation to 

select the best method of restructuring (Gilson, 201 0). There are various restructuring 

methods, among them: mergers and acquisitions, divestment, spin-offs, and carves-outs. 

Each of these methods is applied depending on the circumstances facing the firm 

restructuring, and the objectives that the firm intends to meet. They can be expansionary 

or contractionary measures. 

Expansionary measures are those approaches that seek to increase the organisation's net 

worth on its balance sheet; this means that the asset base of the organization becomes 
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bigger than before mostly through mergers and acquisitions (M&A). Conlractionary 

measures on the other hand are those that reduce the organisation's asset base. The 

organisation becomes smaller since it sheds off some of its departments, divisions, or 

entities. Some contractionary measures include divestitures, spin-offs, and carve-outs 

(Gaughan, 1996). 

2.8.1 Mergers and Acquisitions (M&A) 

The phrase mergers and acquisitions refers to the aspect of corporate strategy or 

marketing dealing with the buying, selling and combining of different companies that can 

aid, finance, or help a growing company in a given industry expand rapidly without 

having to create another business entity (Gaughan, 1996). He further stated that firms are 

likely to enjoy the major advantages associated with Mergers and acquisitions which 

include; Increased market share, Lower cost of operation and/or production, Higher 

competitiveness, Industry know how and positioning, Financial leverage, Improved 

profitability, and higher earnings per share (EPS). 

The dominant rationale used to explain M&A activity is that acquiring firms seek 

improved financial performance, (Gaughan, 1996). Some of the motives considered to 

improve financial performance include; Economy of scale which refers to the fact that the 

combined company can often reduce its fixed costs by removing duplicate departments or 

operations, lowering the costs of the company relative to the same revenue stream, thus 

increasing profit margins. 
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According to (Gaughan, 1996), companies can also benefit from li::L{atiCHl where a 

profitable company can buy a loss maker to use the target's loss as their advantage by 

reducing their tax liability. Geographical or other diversifications also assists to smoothen 

the earning results of a company, which over the long term smoothens the stock price of a 

company, giving conservative investors more confidence in investing in the company. 

The companies also benefit from resource transfer because resources are unevenly 

distributed across firms (Barney, 1991) and the interaction of target and acquiring firm 

resources can create value by corn bining scarce resources. 

2.8.2 Divestiture, Spin-offs, and Carve-outs 

Divestment usually involves eliminating a portion of a business. The decision to divest is 

not an easy option for firms. This move often is the final decision to eliminate unrelated, 

unprofitable, or unmanageable operations. It is for this reason that management will 

attempt to increase investment as a means of giving the unit an opportunity to turn its 

performance around, (Gilson, 2010). Despite how difficult it is for firms to make the 

decision to divest, there are many reasons why organizations need to divest. In most 

cases, this move has a strong impact not only on the operations of the subsidiary being 

divested but also on the financial stability of the entire conglomerate or the core 

businesses. (Gilson, 2010), the availability of other profitable investment opporhmities 

leads to the decision to divest some business units or subsidiaries. Therefore, when better 

business opportunities promising a higher rate of return on the same amount of 
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investment are available, corporations decide to shed-off ::.OI11c bus.ine~:; Llllits tl1aL are 

unproductive, unrelated or unmanageable. 

By divesting, the company is in a better position to remain in business (Hunt, 2009). The 

funds from divestment may be used by either the parent company or one of the other 

subsidiaries to finance it. The funds can also be used to reduce debt or for other corporate 

purposes (Hunt, 2009). 

A spin-off is the process by which a division or a department in a company is converted 

into a separate company altogether. In a spin-off, an organisation sheds off a particular 

department which eventually becomes an independent entity (Hunt, 2009). This means 

that the resultant size of the organisation is smaller. The logic behind a spin-off is that 

parts are greater than one. In essence, this implies that when the smaller organisation is 

well managed, it not only emerges successful but also viable. An organisation can opt to 

undertake a spin-off for various reasons which include; creating more effective and take 

advantage of tax breaks which allows the organization to divert much more of its revenue 

to the production processes. This benefits the firm by being efficient in production as 

well as increasing the output (Hunt, 2009). 

A carve-out occurs when a company sells its minority (usually less than 20%) stake in a 

subsidiary usually through an Initial Public Offering (IPO) of a rights issue (Harrington, 

2004). It retains the rest. A carve-out is also referred to as a partial spin-off. The child 

company will have its own board of directors and financial statements, but it will benefit 

from the parent company's resources and strategic support. Usually the parent company 

will sell the rest of the child company in an open market, but the controlling interest in 
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tne company is retained. The saie provides addi.i.iuual ~api.i.a.l i.u L~lc par~ul ~UI11pct.11J 

which may sell the remaining stake (stub) at an inflated price by the carve-out. This leads 

to creation of a new subsidiary which operates in a new market by leveraging on the 

parent's finns strengths such as recognition and the distribution system. The parent 

company continues to function according to the usual pattern while some slight changes 

are usually involved in the running of the child company. 

2.9 Challenges in Implementing Corporate Restructuring 

Every process encounters some challenges and corporate restructuring has its own fair 

share of challenges. Machuki (2005), studied the challenges in strategy implementation at 

CMC motors. The study revealed the various challenges that organisations face while 

implementing strategies. However, all these challenges can be managed. Some of the 

challenges experienced by organisations include: 

Unless the top management provides the direction to take, even the best formulated 

strategies are unlikely to provide the desired outcome (Thompson et al, 2008). David 

(1997), indicated that only 10% of formulated strategies are successful while 90% fail at 

the implementation stage. (Pearce and Robinson, 2002) attribute the reasons for success 

or failure revolving around the nature of the strategy itself, policies and support systems, 

resource allocation, structure, leadership and communication process. 

The main challenge in corporate restructuring in many organisations is creating a series 

of strategic fits between strategy and organizational competencies, internal policies, 

structure, reward systems, budgets among others, (Thompson et al, 2008). Common 
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challenges also include management barriers, unaligned organizatiuna.l structmes ar1d 

resources, uncontrollable organizational factors, communication breakdown, and lack of 

commitment by employees (Pearce & Robinson, 2010). Failing to carry a strategic plan 

intu the day to day operations ofthe workplace according to (Whedan & Hunger, 2008), 

also leads to failure of the organisation to achieve its objectives. (Thompson, Strickland, 

& Gamble, 2007), suggest that organizations need a change of strategies to manage 

challenges within the context of a set of strategic issues and dilemmas. If the 

organizational leadership fails to control, change, or innovate in a dynamic environment, 

the organisation will register low levels of performance. 

In managing the challenges that are experienced during corporate restructuring, the 

strategic managers must put in place able measures to counter these challenges as they 

arise and also pin them down to make the new organisation the accepted organisation 

(Gilson, 2010). Therefore such measures must be geared towards leading the organisation 

where it desires to be. 

The organizational leadership must also be present inorder to galvanize the people's 

commitment within the organization as well as other stakeholders outside the 

organisation inorder for them to embrace the change and implement the intended 

strategies (Pearce, Robinson, & Mital, 2010). This in effect positions the organisation to 

succeed in a highly dynamic and turbulent future. In essence, the strategic managers 

galvanize commitment to make change acceptable through three interrelated activities 

which include: clarifying the strategic intentions of the organization, building an 

organizational culture of change and embracing change, and shaping the organizational 

culture through the new structure (Pearce, Robinson, & Mital, 2010). 
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CHAPTER THREE: RESEARCH l\tiETRODOLOGY 

3.1 Introduction 

This chapter illustrates how the research was carried out. The chapter provides the 

research design that was adopted in this study with its justification as well. It also 

provides the method used in data collection which was conducted through a personal 

interview from the organisations top executives, the list of the respondents and why it 

was appropriate to collect data from that group of respondents. The final part of the 

chapter is the data analysis where it illustrates how the data collected has been analyzed 

in order to relate the findings to existing theories, other studies in the same field and its 

suitability for further research in the same field and related fields . 

3.2 Research Design 

The research was conducted through a case study research design. A case study is 

appropriate for answering the questions "why" and "how" (Choo, 1994). A case study 

can also be defined as an empirical inquiry that investigates a contemporary phenomenon 

and within its real life content especially when the boundaries between phenomenon and 

context are not clearly evident (Yin, 1994). This method is used in research involving 

business and organizational issues, education, development of policy issues, international 

affairs, technology development, and research on social issues (Yin, 1983). A case study 

has the ability to test and generate theories by use of design, the reason why certain 

decisions are made, how they are implemented and what results can be ide!ltified (Choo, 

2001). 
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This design adopted was appropriate because it l1as Lhe ability o[ _prov lJing the cr1ti"'al 

success factors of corporate restructuring that KCB Bank Group has adopted. Also, when 

the respondent gave an answer, it was easy to probe further for any question that may not 

have been included in the interview guide and also eliminated anonymity between the 

researcher and the respondent. It is also appropriate considering the sensitivity of the 

information being provided and therefore gives an assurance that the information will be 

treated confidentially. 

3.3 Data Collection 

The data was collected from primary and secondary sources. The primary data was 

collected by way of conducting personal interviews using a structured interview guide 

where the questions were open ended developed in line with the objectives of the study. 

The secondary data was collected from existing sources which include the KCB Bank 

Group Ltd strategic plan for 2011 and the 2011 mid-year cascade. 

The primary data was collected from the following respondents; The Chief Executive 

Officer (CEO), Chief Operating Officer, Company Secretary, Director Retail Banking 

Division, Director Strategy and Innovation Division, one team leader from the 

transformation team, one regional operations manager, Risk and Compliance Manager, 

one Branch Manager, and one operations manager. The data was collected by noting 

down all the responses as provided by the respondents and scanning through the strategic 

plan and cascade highlighting areas of importance relating to the study objectives. 
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3.4 Data Analysis 

The data collected was largely qualitative and thus considering the data intended as per 

the interview guide, a conceptual and qualitative content analysis is the most suitable 

method for this research. Content analysis is a research tool used to determine the 

presence of certain words or concepts within texts or sets of texts, (Choo, 1994). 

Content analysis also involves the analysis of meanings and implications emanating from 

the respondents information coupled with documented data (Machuki, 2005). Data has 

been evaluated and analyzed to determine its usefulness, consistency, credibility and 

validity. The data collected has been analyzed and compared with the company 

objectives of the strategy the results linked to the existing theories and studies carried out 

earlier to establish its consistency and validity. 
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CHAPTER FOUR: FINDlt~GS AND DISCUSSIONS 

4.1 Introduction 

This chapter presents the study findings and the discussions guided by the objectives of 

the study which were to determine the challenges that KCB Bank Group Ltd faced in the 

implementation of corporate restructuring and how these challenges were managed. The 

findings are out of the data collected by the researcher from the organisation's strategic 

management panel outlining the challenges that the organisation faced during the 

implementation of this process and the measures that have been applied to manage these 

challenges. The data was collected by way of personal interviews and analyzed through 

content analysis. The respondents included; The Chief Operating Officer (COO), Retail 

Banking Division Director, Director Strategy and Innovation, Information Technology 

Divisional Director, Company Secretary, transformation project team leader, Head of 

Risk and Compliance, one regional operations manager, one branch manager, and one 

branch operations manager. The findings are presented on the basis of the objectives of 

the study with sub-themes therein. A discussion of the findings then follows where the 

study findings are placed within the context of existing literature as well as theory. 

4.2 Corporate Restructuring at KCB Bank Group Limited 

KCB bank Group Ltd carried out corporate restructuring with the prime mission of 

transforming the organisation from a good organisation to a great organisation, the 

mission statement being the integration of the Group Support functions and to attain 
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operational efficiency in order lo dell ver excelle11t customer service. Restmcturing is on

going and the bank is in the implementation stage. Through the study, it has been 

established that KCB Bank Group Ltd subdivided its key transformation themes into two. 

They include profitability and growth in Kenya and efficiency in all the subsidiaries 

which include KCB Sudan, KCB Uganda, KCB Rwanda, and KCB Tanzania. 

In Kenya, profitability and growth involved defending and growing the retail banking by 

increasing its aggressiveness and optimizing its operations. The bank also had to seek to 

optimize and grow its corporate and mid corporate businesses together with new product 

new product development. This strategy endeavored to customize customer choice of 

products as well as defining quality of its products, driving efficiency, and result to 

effectiveness. 

In the subsidiaries, restructuring involved the alignment of overall aspirations of the 

bank, enhancing an operating model seeking to fulfill the unique and specific market 

needs. KCB Bank Group Ltd is also looking for potential business partnerships in the 

new countries and thus form strategic alliances either with the existing commercial banks 

or other businesses such as insurance firms. 

From the study, the researcher was able to investigate whether KCB Group Ltd has laid 

out the road map for the transformation program and established that the program has 

been segmented to two major approaches. They include; rolling out best practice and 

leveraging her talent. 

Rolling out practice entails improving her credit processes to enhance Credit Turnaround 

Time (TAT) across the board for all products. This is manifested in reducing the number 
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of stages that a loan has to go through for it to be approved and disbursed lu the 

customers, and at the same time being vigilant so as to be keen on being caught up in 

fraudulent cases. The bank has also improve on her cost management discipline 

especially in the procurement processes and monitoring, this has been implemented 

through a proper and professional vetting of all the suppliers that the bank has engaged 

and will engage with much emphasis on quality, reliability, and cost. KCB Group LTD 

has also been involved in continual improvement of her Management Information 

Systems (MIS) inorder to enhance business decision making. 

Leveraging her talent has been achieved through an effective structure and governance 

model that ensures that there is professionalism and merit are considered in job allocation 

and promotions. The bank has institutionalized a performance focused culture which will 

involve performance management, talent management, and living the KCB values. 

4.3 Challenges in the Implementation of Corporate Restructuring at 

KCB Bank Group Limited 

The first objective of the study was to determine the challenges of implementing 

corporate restructuring at KCB Bank Group Ltd. To achieve this objective, in-depth 

interviews were conducted with the senior managers who were overseeing the 

implementation of the process. The study established that KCB Group Ltd has 

experienced numerous challenges in the implementation of the restructuring program that 

was dubbed the transformation process. Among the major challenges include: presence of 

organizational silos and disengaged employees, lack of trust and accountability from 
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amongst the organizmional members, employees lack of agility, employees and other 

organizational members being comfortable with the status quo, constant system failures 

and outages, lack of an integrated and well coordinated channels for marketing, sales and 

actionable information, existence of a serious people skills gap, and finally improper 

execution of chosen strategies. These challenges may be unique to the industry but the 

bank having been in operation for over a century, has some measures in place to manage 

the challenges. 

The company strategy and employee activity are out of sync that made it appear that all 

the stakeholders were pulling in different directions. The employees felt that because they 

were not engaged in the process, they were not part of the project and in some ways they 

tried to kill the efforts of the implementers. This was manifested in the organizational 

structure where small informal groupings among the members of staff based their age in 

the bank and also on their similarities thrive. These groups have been very difficult to 

break since they have all along been inherited from past regimes and some of the 

members of the groups are managers in the bank. At times it becomes very difficult to 

control the groups' activities and also making them buy into the idea of new strategies 

and their benefits. These groups feel that their jobs are at risk even when a new strategy 

or projects does not involve staff movement. This aggravated the employee 

disengagement challenge. 

In most instances, the employees had been withholding their co-operation hence showing 

no willingness to adopt the change initiatives. This is because they said it in words but 

what they practiced was totally different from what the initial organization intention was. 
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The processes also did not have clear owner::. anJ therefvre lack a clear framework which 

led to lack of accountability and mistrust. 

Agility from the side of the policy makers and implementers made the employees feel 

overworked and their interests ignored. The policies and procedures in the bank did not 

reward delegation which led to the flourishing of unending bureaucracies. This impacted 

to long time being wasted in performing a certain task or authorization of any activity 

however important and urgent it may be. Stakeholders and players also did not have 

sufficient knowledge in the execution of business plans which eventually resulted to low 

quality of work done and high number of customer complaints. 

Despite new benefits being experienced in the course of the transformation, the 

organization continued to operate in its old ways. The reason basically was that the 

organization members were used to a certain way of doing things and also the fear of the 

unknown. Even with new technologies, they still felt that the organisation was trying to 

exit some of them indirectly instead of taking advantage of this opportunity to learn 

something new and refresh their knowledge of the job. The employees showed no support 

for the new program. This was evident from the employee rejection of the use of ATM 

machines for customers to transact claiming that their jobs were being undertaken by the 

machines, agent banks have taken over from bank cashiers and mobile and internet 

banking as well. 

Constant system failures and unstructured architectural applications which some of them 

have their genesis from intentional human causes. The bank had been experiencing 

numerous system (T24) outages and this resulted to a poor turnaround time especially 
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during end month when salaries are being prucesseu and individuCtl L:ustomer;:, rue payiug 

their bills. This is the time when many transactions are taking place and the existing 

systems cannot handle that. The architectural plan of the bank's information system was 

not well structured to enable a fully functional and operational banking system especially 

the Automated Teller Machines (ATM) which most of them could only perform three of 

the eight functions that can be done at the A TM point. After the automation of many 

activities in the bank, the employees especially from IT Division were rendered irrelevant 

in the organisation and therefore sending a message that their future in the organisation 

was short-lived. 

Lack of an integrated multiple channels for sales, marketing and actionable information 

in the bank made the bank suffer from consistent information transfer problem. What the 

marketing team relays to customers was different from the information delivered by the 

sales team which is also different from the information being processed at the back 

office. This was due to lack of coordination of the information and this challenge was 

clearly visible at the retail banking division where the three departments belong. The end 

result of all this was confusion between the three departments and eventually the 

customers also getting confused. 

There was a serious skills gap on the part of the employees on some critical issues such 

as credit skills, IT skills, and marketing. This was attributed to past recruitments that did 

not consider employee skills, competencies, and abilities to perform more than one task. 

This challenge was more common at the regional office centres and at the head office 

where many people just possessed one or just a few skills as opposed to operation tean1s 

36 



at the branch levels. This has been very disastrous to the bank sinl;e the bank has to 

employ more staff with the requisite skills and still cannot flre those with these skill gaps. 

The research also found out that projects were not properly executed since the plans that 

were initially agreed upon were different from was actually done. The result was 

different results from the intended results of the plan. This bred another challenge of 

insufficient risk management and mitigation tools and processes which led to loss both in 

time and finances. These challenges both provided good avenues for fraud and other 

forms of theft cases because monitoring was poor and there was no one to take 

responsibility for their actions. 

4.4 Managing Corporate Restructuring Challenges at KCB Bank 

Group Ltd 

From interviewing the key change champions in the bank, the researcher was able to 

gather that the bank has put in place measures to deal with the above stated challenges. 

The measures were intended to mitigate the degeneration of the challenges to disasters. 

Some of these measures included; building a unified organizational structure, realignment 

of employee efforts, staff empowerment, making of new promises to the organizational 

members, IT development, Reconnecting with customers, and embedding a risk 

management culture. These were the measures that the bank had been applying as the 

way forward to manage those problems at their initial stages and also to build a capacity 

to counter such issues and any other. The study has examined the measures as follows; 
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KCB Bank Group Lt<.l put iu place a Lmi.licd urga.ui.zct.llumJ sL!W; lw·e whose l!la.iu focus 

was to foster synergies, role rationalization, and teamwork. This structure also clearly 

illustrated the chain of command that had to be observed and respected. This helped 

minimize cases of insubordination and intcrdcpa.."'im~ntal conflicts. With that structure in 

place, the organisation has been able to ensure a seamless and harmonized flow of 

activities and eliminate duplication of duties, and the disengaged employees were in sync 

with company strategies. 

The bank realigned the employee efforts to match the company goals through an open 

communication approach. KCB Bank Group Ltd has invested heavily in training her 

members of staff regularly and intensively. KCB Bank Group Ltd has also identified the 

owners and partners to aid in the development of monitoring tools aligned to the 

achievement of critical strategic goals. An employee performance management 

framework aligned to the business goals has also been put in place and was fully 

functional. The bank was also making and delivering on the succession of small but 

highly visible promises to rebuild trust among the employees. Through these change 

initiatives that the bank adopted, the bank clearly demonstrated these benefits of change. 

Through this approach, the bank was able to fight the trust and accountability challenges. 

The staffs were empowered through reviews and realignment of processes, procedures 

and organizational culture to the publicized organizational goals. This was geared to 

improve employee ownership of the progran1 and for their continued productivity 

towards the achievement of organizational strategic goals and objectives. KCB Bank 

Group Ltd developed the technical competencies with the main intention being to drive 

up proper people placement. This approach greatly managed the agility challenge. 
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T1te bank was making new promises to employees who mel lheir key·delivera'ult targets 

with an effort of articulating promises necessary to execute the new strategies and 

delivering these promises. This approach has the primary aim of making the employees 

accept the program and also develop ownership of the program amongst them. 

KCB Bank Group Ltd has continually been developing her IT systems through updated 

technology platform; this was coupleci with project prioritization for a stable T24 System, 

and a branch off-line service when T24 service system runs down. These IT projects 

prioritization are being entrenched on a cross-functional engagement and structured 

approach for the whole banks IT architecture. This approach greatly dealt the 

organisation a good deal in minimizing the frequency of system outages. 

The bank was also reconnecting with customers by revamping its IT help desk services at 

her fully operational contact centre. Customers were being offered most of the services at 

a self service level and the bank has enhanced its mobile banking known as KCB 

Connect, KCB Internet banking services that is expected to roll out operations as from 

November 2011, agent banking, and full ATM banking where customers can access both 

cash deposit and withdrawals from all A TM centres, Cheque deposits, account transfers, 

balance enquiries, and payment of bills. 

KCB Bank Group Ltd was also embedding a risk management culture on its information 

security policy. To seal the skills gap, the bank has been conducting frequent training for 

all members of staff through e-learning. The bank also provided sufficient tools of 
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operations such as fully functional ATM luachiHes, PCs Lu all staff with updated 

specifications and application software. 

4.5 Discussion 

The findings of the study indicate have a high degree of consistence with studies carried 

out in the same field of strategy implementation with a bias towards corporate 

restructuring and organizational change. Mburugu (2010) researched on challenges of 

strategy implementation at Christian Health Association of Kenya and Machuki (2005), 

who carried out his study at CMC Motors both found out that implementation of strategy 

in these organisations, is welcomed by a strong resistance from the side of the employees. 

The employees feel that their jobs are at risk and that sooner rather than later, they will be 

retrenched. The same study by Mburugu (20 1 0) also indicated that the organisation faced 

the challenge of improper execution of the strategy which led to definitely opposite 

results from the expected outcomes. These findings to some extent with Machuki's 

(2005), who found that when and organisation is going through change, it faces resistance 

from the employees, and the employees also feel that their services in the organisation 

were no longer needed. 

Both ofthese studies (Mburugu, 2010; and Machuki, 2005) also found that organizational 

members are out of sync with company the strategy which is a similar challenge that is 

greatly featuring at KCB Bank Group Ltd. The two studies also indicate that there is lack 

of trust, accountability, and commitment from employees while the managers are also 

missing on the agility factor and they feel that they have more to claim from the 
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orgauisation than their suburJinates which nu:tl<..es the employees furious and lack the 

morale to work with synergy towards the achievement of organizational goals and 

objectives. These challenges are also consistent with challenges faced at KCB Bank 

Group Ltd. 

The studies also indicated that the organisations have laid down procedures to manage 

these challenges. Some of the measures include up-skilling and on-the-job training for all 

the employees to increase their productivity and raise their morale as well. Both studies 

also indicate that the organisations have engaged the employees in the implementation 

process which is geared to make the employees develop ownership of the organization 

and be part of the process. Having a harmonized organizational structure has also been 

used as a measure in these organisations to counteract the challenge of employee 

disengagement while KCB Bank Group has employed a unified organizational structure 

that indicates the full organizational chart. The three studies also found out that the 

organizations have embarked on an intensive customer oriented service where products 

are tailored to meet customer expectation and specifications. 

The research findings at KCB Bank Group Ltd are also consisted with the theories that 

have been put forward to guide other studies in the area of corporate restructuring. 

(Strickland et al, 2008) contend that unless the top management provides the direction to 

be taken, even the best formulated strategies are unlikely to provide the desired outcome. 

Similar manifestations of the strategy of corporate restructuring occur when 

organizational strategic managers fail to provide a clear direction and required leadership 
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to deliver the intended results. This i:. C:lbO similar· to the wurks of Da ld (1997), who 

indicated that only 10% of formulated strategies are successful while the other 90% fail at 

the implantation stage. KCB Bank Group Ltd is also facing a similar challenge of 

improper execution of the formulated strategies. 

The study at KCB Bank group is also perfectly consistent with the existing theories of 

strategy implementation in the manner in which these challenges are managed. The bank 

has instituted measures to manage the challenges that she faces. Similar to (Thompson, 

Strickland, & Gamble, 2007), the bank has realized the need to change strategies through 

which the challenges are managed and strategies are implemented. The bank specifically 

has instituted a straight line of communication to both horizontally and vertically in an 

effort to make communication as open as possible and hence increase the chances of 

strategic managers knowing what is happening and the challenges being faced at the 

operational level and the employees get to know about the progress of the process and 

what is required of them. (Wheelan & Hunger, 2008) also noted that failing to carry a 

strategic plan into the day to day operations of the organisation also leads to failure of the 

organisation to achieve its objectives and KCB Bank Group has also realized the same by 

providing a clear work-plan for each department and each business unit which primarily 

provides the roadmap for the implementation process to ensure its success. 

42 



HAPTER FIVE: SUl\tliV'"JARY, CONCLUSION, AND 

RECOMMENDATIONS. 

5.1 Introduction 

This chapter provides a summary of the study findings, conclusions from the study, 

recommendations for policy and practice, limitations of the study, and practice in the 

field of corporate restructuring. The final part of this chapter is the suggestions for further 

studies in this field. 

5.2 Summary 

From the study, we are able to summarize and draw the conclusion that KCB Bank Group 

Ltd is committed in transforming from being a good business to a great organisation and 

has greatly emphasized in the four key areas which are the pillars of this project that is 

aimed changing the bank from its current state. The KCB Bank Group Ltd has been very 

keen on the implementation of the strategy of corporate restructuring and every single 

event in the bank is given a detailed concern to ensure that it does not lag the 

implementation process behind. 

The research study shows that the challenges can be grouped into four key areas which 

include; customer service and back office challenges which have a direct impact on 

customer service delivery. Credit, risk and compliance challenges which affect the TAT 
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of crc:Jit facilities e:md lhe quality and size uf the bfu:tk':::. lofu1 portfolio, due the many 

bureaucracies involved, the bank opted to overhaul the whole credit process and make it 

not only easier to lend but have a credible, functional, and friendly credit policy. IT 

challenges existed and hindered the process flow of many tasks in the bank. All bank 

activities and processes have been linked together such that everything in the bank 

system is now real time. Logistics, procurement, and operations challenges were many 

and they all focused on the bank's inability to take advantage of its resources such as 

huge workforce assets to propel performance and give better results. 

From the findings, the researcher has noted that the bank's key focus is back office and 

customer service which will have the responsibility of optimization of operations to drive 

efficiency and stimulate profitability and growth. The study also established that the bank 

has also realigned its IT capabilities focusing on quality and reliability of IT systems and 

service delivery. In the credit sector, the major issues are credit turnaround time and 

monitoring which have been reviewed, this is an effort to make it possible for their 

customers to access credit easily and in a lesser duration than before the implementation 

ofthe project, and still monitor and control the bank's exposure to losses and frauds. The 

bank's department logistics now has a procurement handbook whose mandate is to define 

and implement procurement best practice. 

5.3 Conclusion 

Strategy implementation is the most important stage in the strategy management process 

because this is where the action is and as Johnson and Scholes (2005) postulated, strategy 
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is the Jirect.iot1 and opt f an !'ga.uizat;on ove1 the long tenn, which achieves 

advantage in a changing nvir nm nt through its configuration of resources and 

competences with th 1m I fu lfilling takeholder expectations. This encompasses the 

implcm ntntion f th trateg formulated. From the study carried out, KCB Bank Group 

Ltd ha impl ment d the strategy of corporate restructuring and is also carefully 

controllino the process in order to steer the bank through an extended future time period 

during time of sudden events such as volatility of foreign currencies and other general 

economic crisis. Therefore, in concurrence with Peters & Waterman (1982), an 

orgarlisation has to change its structure to fit its strategy and hence agree with the fact the 

structure follows strategy. 

Strategy implementation forms the difference between success and failure which is the 

organisation' s ability to adapt to the environment and the other industry players. The 

environment is very dynamic and cares less about laws, procedures, and policies. What 

matters to the orgarlisation are profits and growth, which basically implies that it is 

results that really matter. The study therefore concludes that the restructurer's job is 

therefore to adapt the organisation with its environment. From a business perspective, 

corporate restructuring is basically doing what is necessary to the organisation to stop 

underperformance and manage crisis which cushions the organisation from collapsing or 

b in rendered ob ol te by other organi ation . From the stud the KCB Bank Group 

Lt b au it p 
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m the regwn, a strong regional multinational corporation with the scope of an 

international bank, and m t imp rt. ntly a committed leadership with a youthful and 

skilled workfare . 

To utiliz the e strengths, the study reveals that the bank has determined the overall 

transformation roadmap. This is through the determination of the overall execution 

guidelines and a clear work plan which defines the activities, timelines, and those 

responsible. To enshrine this roadmap, the bank has developed a tracking methodology 

and tools to monitor the progress of this initiative. The study also reveals that the bank 

has devised a communication strategy and a sales stimulation program. The role of the 

communication strategy is drawing up and developing a communication plan to inform 

and align all key stakeholders. The purpose of the sales stimulation program is to involve 

all the bank employees in marketing and selling of the bank products to all customers 

who walk in the bank, the existing customers and this is expected to double revenues and 

increase in profitability. 

5.4 Recommendations for Policy and Practice 

From ·the study, a fe\\ recommendations can be made which concern the 

op rationalization and in titutionalization of corporate re tructuring at KCB Bank. Group 

td. orne of the actions that an be operationali d in Jude· difft:r~.:nti ting u tomc.:r 

n ic andard b: pur uin IYl an uti on I'\'1 
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Err:~dJ;ng icamwork. vi5ible ~~adership and problem solving culture ihrvugh 

empowerment of employees. and having a promise based management culture. The 

strategic managers of the bank should suppon all teams to inspire them to deli,·er 

busines!l results beyond excellence and recognize such performance. 

KCB Bank Group Ltd should strive towards customer oriented IT expectations through 

building and improving a stable system for better customer service. Customer oriented 

information systems on technology which drh e sales, marketing of bank products and 

services. management information systems reporting. and building a customer self 

service platform. A structured architecture ~ill also drive gro,.,.'tb and profitability 

through integration of alternative business channels. Risk and compliance checks should 

::.lso be in place as they are early warning instruments of potential dangers to the 

organisation. 

The management should also build employee ability and thus raise confidence levels. AJl 

members ofstaffofKCB Bank Group Ltd should aspire to live all the KCB values which 

include; putting the customer first, being professional in everything they do, working 

together as a team. ""illingness to change. and caring for the community. These are the 

values the all employees in the bank can embrace in an effort to enable the bank achieve 

her key goals of gro~1h and profitability, and alignment of all activities in the 

subsidiaries. The result will be high profits, and a high market share price for the KCB 

Bank Group Ltd shares in the ~airobi Securities Exchange market. 
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5.5 Limitation of the ,.. tuuy 

The scope and depth of the tudy solei} rehed on interviewing of the senior management 

Staff of KCB Bank Group Ltd. The respondents may have been impartial in providing the 

information and considering the mterview as an appraisal as to how much the)' are of 

support of the initiative or the information may be used for other purposes besides 

academic. This may have led them to give some unreliable information. The researcher 

did not manage to interview the technical team of McKinse} and Company as the) would 

ba,-e provided some information concerning their \iews about the project. 

In the process of intervie,\ing the respondents. the interviewer may have left out some 

questions which would be irnponant in the study. However, it can be concluded that the 

interview was conducted with the highest level of required standards of data collection 

and the study results analyzed carefully. The study is however timely as the bank and 

other parties can refer to the study in establishing success factors of a similar project in an 

organisation. 

5.6 Suggestions for Further Research 

The research was broad as it concentrated on the challenges that KCB Bank Group Ltd is 

facing in the implementation of corporate restructuring and how these challenges are 

being managed. The researcher however suggests that funher research is still required in 

this field as the environment is very dynamic and turbulent. there may be other 

underlying factors that force organisations to restructure and are also of great importance 
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10 the subject matter. Such studies could unearth more infonnation and sdll contribute to 

theor: development and knowledge advancement. 

KCB Bank Group Ltd is still in the initial stages (still in the first year) of the 

implementation of this strategy which focuses on market leadership. The bank wants to 

be the Pan African market leader in fmancial services and is also keen to increase its 

exposure in the Small and Medium Enterprise (SME) market in the region. Therefore. 

funher studies are necessary to establish the position of KCB Bank Group Ltd in 

achieving its strategic goals and objectives during and after restructuring. 
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APPENDICES 

Appendix one: Personal Interview Guide 

1. What is the theme of the transformation program? 

2. How will the organisation achieve these themes? 

3. Who has the bank involve in implementing this strategy of corporate restructuring? 

4. How is the management staff supporting the implementation of the strategy area of skills 

to enable its success? 

5. How does the current organizational structure support the implementation of the 

corporate restructuring strategy? 

6. How does the current organizational size support the implementation of the corporate 

restructuring strategy? 

7. What challenges are you facing in the implementation of the strategy? 

8. How are these challenges communicated to the management? 

9. How are these challenges being managed? 

10. How often do you meet to evaluate the progress of the program and how do you handle 

the burning issues? 

11. How will the organisation change as a result of corporate restructuring? 
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Appendix Two: Letter of I:atroduction 

September 2011. 

To the Chief Executive Officer, 

KCB Bank Group Ltd, 

P.O Box 48400-ooloo, 

Nairobi, Kenya. 

Dear Sir, 

Wachira Bonface K. , 

P.O Box 16873- 00620, 

Nairobi, Kenya. 

Tel. 0721 607 935 . 

RE: DATA COLLECTION; MBA RESEARCH PROJECT 

I named above is an MBA student at the University of Nairobi, School of Business 

specializing in strategic management, am requesting for permission to collect data from 

KCB Bank Group Ltd. My mode of data collection will be through conducting personal 

interviews with some of the senior management members of staff in the organisation. 

I would also like to confirm to you that the data collected is intended for academic 

purposes only and will be treated with utmost confidentiality. A copy of the research 

project will be provided to you upon your request. 

Your assistance will be highly appreciated. 

Yours faithfully, 

Wachira Bonface, Dr. Vincent Machuki. 

Student, (SOB) Senior Lecturer, (SOB) 

University ofNairobi. University ofNairobi. 
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Appendix Three: University Introduction Letter 

Te lephone: 020-2059 162 
Tt: legra111s: ··va rsit y ... Na irobi 

Telex: 22095 Varsity 

a 
UNIVERsm oF NAIROBI 

SCHOOL OF BUSINESS 
MBA PROGRAMME 

DATE ..... 5..~.~ .... . J.?.~ ... . ~ .. \-\ 

TO WHOM IT MAY CONCERN 

r .CJ. Box 30 I ')7 

Na irobi. Ke nya 

The bearer of this letter .. .. W .. ~'='- ...... ~~ ....... \~ , . 

Registration No .... .. . b ~ \ ... - ~ - .. S .'? .. i±-r . .l .. \ ... ~ .. \.0. ........ .................... . 

is a bona fide continuing student in the Master of Business Administration (MBA) degree 

program in this University. 

He/she is required to submit as part of his/her coursework assessment a research project 

report on a management problem. We would like the students to do their projects on real 

problems affecting firms in Kenya. We would, therefore, appreciate your assistance to 

enable him/her collect data in your organization. 

The results of the report will be used solely for academic purposes and a copy of the same 

will be availed to the interviewed organizations on request. 

Thank you. 

J~UTl; 
....--ASSISTANT REGISTRAR 
b MBA OFFICE, AMBANK HOUSE 
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