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ABSTRACT

The purpose of this project was to examine thd gpality management practices and
operational performance of commercial banks in Kenyhe banking service sector in
the entire world is getting competitive every dajedo the changes in technology and
quality issues. In order to be successful totaliyumanagement (TQM) practices ought
to be the integral part of any commercial bankingaaization’s strategic management.
The Kenyan government liberalized the financialt@ethrough reforms that bestowed
banking laws that encourage the entry of private&kbanto the financial system in order
to stimulate competition with the public banks whisignificantly promoted the
development of the banking sector. A census dhald3 commercial banks was done for
this study. The study relied on data collectedufjioa structured questionnaire to meet
the objectives of the study using five point Likedale. The questionnaire questions
focused on the total quality management practiceplementation and operational
performance of the Kenya commercial banks. Thetoqpreswere both open ended and
closed ended. The process of data analysis invalega clean up and explanation and
responses in the questionnaires were tabulateddcadd analyzed using Statistical
Package for Social Science (SPSS) version 20.0r8héts were represented in form of
tables, pie charts and bar graphs. The study wgsfisant as it will provide the
management of sampled commercial banks and the aksthe banking sector,
information that they can leverage on to improvelair implementation of total quality
management. It will also add to the knowledge neglito assist policy makers and
regulatory bodies such as Central Bank of Kenyma#ie decisions that will change the
way commercial banks’ operations are carried ouemya in terms of quality service
delivery. Total Quality Management is expecteddaduce total cost and improve service
delivery to the end customers at the same timee réasoning in existing literature is
however seldom underpinned by more rigorous engintaterial and becomes therefore
conceptual and superficial. In this project thespective of all responding commercial
banks was taken into consideration to concretizeithplementation of Total Quality
Management in service delivery. Lack of empiricatadon TQM implementation in
commercial banking sector gives a good ground foremresearch in this area. The
researcher strived to find out implementations otal Quality Management (TQM)
practices and operational performance among conmahé&anks in Kenya. The study was
guided by the following general objective: To detare the total quality management
practices implementation and operational perforrmanccommercial banking sector in
Kenya.
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DEFINITION OF OPERATION TERMS

Continuous Improvement refers to better and better quality, less and leriation,
which results from process management practice$ kneng improvements and

innovating in products, services, and processes

Quality: is the totality of features and characteristita @roduct or service that bear on

its ability to satisfy stated or implied needs.

Total Quality Management (TQM): a management philosophy under which an

organization operates, which seeks to improve tyuatid increase customer satisfaction.
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CHAPTER ONE: INTRODUCTION

1.1 Background to the Study

Total quality management has now become an impoaspect of management due to
increased competition among companies and qua#yes associated with company
operations; the survival of a business mainly ddparpon the quality associated with the
product. However, competition has become more ehgihg today than ever before,
while customer expectations of service quality laigher than ever. To deliver superior
quality of service to the customers, organizati@me re-engineering their systems,
operations, culture and adopting strategies inrotmlde customer focused. Quality has
emerged to be the key component and critical sgcfador in most manufacturing as

well as service organizations.

1.1.1 Total Quality Management Practices

Total Quality Management, TQM, is a method by whimhnagement and employees
become involved in the continuous improvement efghoduction of goods and services.
It is a combination of quality and management taoleed at increasing business and
reducing losses due to wasteful practices (Has0il,0). In fact Total Quality is a

description of the culture, attitude and employaemivement to provide customers with
products and services that satisfy their needs.cUliare requires quality in all aspects of
the company’s operations, with processes being dghethe first time and defects and
waste eradicated from operations (Peters, 1994M pilosophy begins at the top, from

the board of directors to the line employees.

TQM is an ideology which is focused on the satisfec of customer’s need. TQM
require organisations to develop a customer focugeztational processes and at the
same time committing the resources that positiostazuers and meeting their
expectation profitably. This implies an approackclénging the corporate culture of an
organisation to be customer centric. TQM requirBecéve change in organizational
culture which is enhanced by the deep involvementfoitment of management to the
organisation’s strategy of continuous improvemepen communication and cooperation
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throughout the organisation; broad employee integggticipation and contribution in
the process of quality management. Leaders inld $¢stem view the firm as a system;
support employee development; establish a multtp@ommunication among the
employees, managers, and customers; and use irtfomficiently and effectively. In

addition, leaders encourage employee participatiatecision-making and empower the

employees.

TQM requires effective knowledge management scoasnsure that employees obtain
timely reliable, consistent, accurate, and necgssdata and information as they need to
do their job effectively and efficiently in theriirx. TQM is concerned with the continuous
improvement in all the process of design and omerafrom the levels of planning and
decision making to the execution of work by thenfrtine staff. The focus on continuous
improvement leads to the formation of formidablentewhose membership is determined
by their work on the detailed knowledge of the ss; and their ability to take
improvement action. TQM also implies reducing atr@anlining the supplier base to
facilitate managing supplier relationships, develigpstrategic alliances with suppliers,

working with suppliers to ensure that customer eiqieons are met

1.1.2 Operational Performance

Operational Performance can be defined as the gsanequantifying the efficiency and
effectiveness of action. Effectiveness refers wdhtent to which customer requirements
are met, while efficiency is a measure to how eaanally to firms’ resources are
utilized when providing customer satisfaction. Effee implementation of TQM will
increase customer satisfaction with the serviceeroffs, ensures that organisations
change how they perform activities so as to elit@naefficiency, improve customer
satisfaction and achieve the best practice (O24)3). According to Sila, (2007) TQM
helps in improving the quality of products and ateduces the scrap, rework and the
need for buffer stock by establishing a stable petidn process. He argued that TQM
will reduce the cost of production and time of protlon. TQM enhance employees’
training, information system management, relatignstith suppliers (Khanna, Laroiya,
& Sharma, 2010).



The performance criteria include: quality leadgsshhuman resource development,
quality strategy, information resources, qualitguaance in process and product, people
satisfaction, customer satisfaction, social andrenmental impact and, the results. Most
of the previous studies report that overall TQMcticees have positively been related to
operation performance, quality performance, emmoysatisfaction/ performance,
innovation performance, customer satisfaction/tssutompetitive advantage, market
share, financial performance, and aggregate firfopaance. The success of TQM will
result in improved employee involvement, improved@dmmunication, increased
productivity, improved quality, improved customaetisfaction, reduced costs of poor
quality and improved competitive advantage (Arummg& Mojtahedzadeh, 2011).
Kaynak (2003) suggested that the effectiveness@¥Tin an organisation should be
measured by the degree of integration with thegapsar bases because supplier quality
management is a critical component of TQM. Openaii@ffectiveness is then a function

of how well the various units of an organisatiomrgaut their functions with quality.

1.1.3 Total Quality Management Practices and Operatnal Performance

The effective implementation of TQM practices wvititrease customer satisfaction with
the service offerings (Omachonu & Ross, 1994). uanhances customer loyalty
through satisfaction; this in turn can generateatfusiness and lead to the attraction of
new customers through positive word of mouth. Thedaof mouth communication will
help in cost reduction. The improvement in qualiiyl result in increased market share
and profitability. Total quality management is a magement philosophy which
emphasises the devolution of authority to the filore staff. It ensures the participation
of everyone in the decision making process throagjivities such as quality cycles and

team work.

The implementation of TQM ensures that every workehe organisation does his work
with quality the first time, thus improving the iefency of operation and avoiding some
cost associated with waste. This in turn will offeore value to customers in terms of
price and service quality, thus making them sausfimplementation of TQM further

ensures that organisations change how they perfactivities so as to eliminate
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inefficiency, improve customer satisfaction andiacé the best practice (Porter, 1996).
According to Sila (2007), TQM helps in improvingetilquality of products and also
reduces and establishes a stable production pra€Cessinuous improvement which is a
feature of TQM is said to reduce the product cyalee thus improving performance

(Huang &Lin, 2002). Many other TQM practices suchteaining, information system

management, relationship with suppliers etc havpositive impact on operational

performance. The efficient management handling te#sé practices will improve

efficiency and no doubt affect the profitability thie firm

According to Sila (2007), TQM can minimize the totast of production through sole
sourcing. The cost in this case is reduced by iligithe number of suppliers used by the
firm and providing them with necessary training atethnology. The efficient
functioning of an operation will then depend on heell the suppliers meet up with the
expectations of the organisation. This is why ti@gMI principle emphasizes the totality
of quality in all facets which includes the suppieThe total quality approach creates an
integrated method of analyzing operation by foogdine processes of production on
customer satisfaction. Thus, it requires that quéle built into all the processes so as to
be efficient in the overall operation (Andrle, 1994

1.1.4 Overview of Commercial Banks in Kenya

The Banking industry in Kenya is governed by thenpanies Act, the Banking Act, the
Central Bank of Kenya Act and the various prudérgiadelines issued by the Central
Bank of Kenya (CBK). The banking sector was libeed in 1995 and exchange controls
lifted. The Central Bank of Kenya, which falls @ndthe Ministry of Finance, is
responsible for formulating and implementing monetaolicies and fostering the
liquidity, solvency and proper functioning of thadncial system (PwC, 2011).

Over the last few years, the Banking sector in Kehgs continued to grow in assets,
deposits, profitability service and products offgri The growth has been mainly
underpinned by an industry wide branch network egmm strategy both in Kenya and

in the East African community region, inclusion apfality processes, automation of a
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large number of services and a move towards emploasthe complex customer needs
rather than traditional ‘off-the-shelf’ banking jphacts (KBA, 2012). However, Kenyan

financial institutions like many others across thebe are being faced by some
challenges.

Some of the challenges include; decline in the mawf new customers, globalization,
fraud, rapidly changing customer needs, technotdgadvances such as mobile money
transfer, and competition from microfinance ingtdos (Allan, 2006). These challenges
have forced many executives to implement total iguahanagement as a management
tool to reduce costs since it is centered on guabarticipation of all its members and

aiming at continuous quality improvement.

1.2 Problem Statement

Over the years the banking sector have consigtéan characterised by persistent
operational inefficiency and poor customer probleshgoor services and in order to
address the problems of inefficiency in serviceivdey these organizations are fast
adopting TQM in order to make them effective in tireepublic demands (Manivannan
& Premila 2011). Therefore many banks quality paogs are still in their infancy having
in the past operated in an environment where tvaelimited competition and customer
satisfaction was not a cardinal business objecti@vever, many banks are frequently
unclear in articulating specific objectives in implenting quality programs.
Additionally, whatever objectives may be in platdegse tend to evolve over time and
focus on different goals and objectives. Furtheemeome banks are inadequately
equipped with precise outcome metrics to identiigd document the benefits of quality

programs

According to Deming (1986), major determinant ofrfpemance in competitive

environment is quality. Feng et al. (2006) argueat tn today’s concurrent market place,
firms must focus on improving quality and innovatiess. Lagrosen & Lagrosen (2003)
found that Quality management implementation ledbusiness performance. In the

same way, Huarng and Chen (2002) also reportedngadt of quality management
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systems on business performance. Brah et al. (200@heir studies found positive
relationship between quality management systemslemmgntation and business
performance. Kaynak (2003) revealed that qualityag@ment system is relevant to the

indicators of organization performance

A number of studies have been undertaken in tatality management in organizations.
In their study Hassan, Mukhtar, Qureshi and Sh@@12) examined the association
between quality management practices and perforenamd?akistan’s manufacturing
industry. The study established that quality mansge systems practices positively
impact the performance. Irfan, ljaz, Kee and Awaa1@) in their study on improving
operational performance of public hospital in Pakis, established that selected Quality
management systems practices have a significantiygosmpact on operational

performance.

Dawn, (2011) investigated the application of TQM &ound out that despite the fact that
guality management has been addressed within a Tiotal Quality Management and its
underlying assumptions could also be applicablsttategy management. However the
study shows application of TQM in a telecommunmatset up, results of which may not
be applicable in banking organization. Gayah, (20b2his study tries to show how
human resource planning practices are affected@\y &nd what needs to be improved
for implementing TQM in any firm, but his study didot focus on operational
performance. Mwangi, (2013) in his study foundttstakeholders including non-
governmental organizations continue to focus tag@ntion on education but he does not
mention what other areas are for focused on fofopeance improvement. Harari
(1997) in empirical study of the influence of qialsystems concludes that only about
one in three quality management systems progranpsittfic and corporate institutions

achieve significant improvements in quality andfpenance.

Thus this study seeks to fill this gap by estaloligtihe relationship between total quality

management practices and operational performancenofmercial banks in Kenya.



The study will attempt to answer the following ras#h questions: to what extent have
commercial banks in Kenya implemented total quatitgnagement practices? What is
the relationship between total quality managemerdctges implementation and

operational performance in Kenya Commercial Banks.

1.3 Research Objectives

This research project focused on the following otiyes:

i.  To determine the extent of implementation of toahlity management practices

in the Kenya Commercial Banks.

ii. To establish the relationship between total qualianagement practices

implementation and operational performance in Kedgaamercial Banks.

1.4 Value of the study

In practice the study will be significant to indivial commercial banks as they will be
able to establish and appreciate the effects optatp and implementing total quality
management systems in their organizations. Theyalgib be able to take full advantage
of the quality management systems effects to erthaervice delivery in their respective
banks. The study will also facilitate other finaaddnstitutions to know and appreciate the
benefits of quality management systems in enhanoirsgomer service delivery in their
respective banks and in enhancing their competigse in the market. The study will
also benefit the regulatory authorities and theegoment as they will be able to establish
the benefits of the implementation of total qualifanagement system in banking
institutions and facilitate the implementation bétsame through effective and relevant

policies and regulations

In theory the study will provide the backgroundoimhation to research organizations and
scholars who will want to carry out further reséairt this area. This study will facilitate
individual Researchers to identify gaps in the enatrresearch and carry out research in

those areas.



CHAPTER TWO: LITERATURE REVIEW

2.0 Introduction

In this chapter, literature, which is related talaonsistent with the objectives of the
study, is reviewed. Important theoretical and pcattproblems were brought out;
relevant literature on the aspects pertaining ® rblationship between total quality
management practices implementation and operatiopatformance in Kenya

Commercial Banks are discussed.

2.1Theoretical Foundation
The theory of quality management has been develspadthree different areas: First,

Contributions from quality leaders (Deming, 198&hikawa, 1985; Juran, 1992), Second,
formal quality award models (Malcolm Baldrige Nai#b Quality Award-MBNQA,
European Quality Award - EQA; The Deming Prize; K&usiness Excellence Model)
and third, measurement studies (Rahman, 2001;Zi@5; Prajogo, 2005; Brah and Lim,
2006;; Ya'acob, 2008; Salaheldin, 2009; Satish &ni8asan, 2010; Arumugam &
Mojtahedzadeh, 2011).

This theory of quality management has recognizedynuality management systems
practices such as quality management systems ggactvhich have been documented
and empirically analyzed in measurement studiesrastudies that have investigated the
relationship between quality management systemstipeg and performance. Saraph,
Benson and Schroeder (1989) proposed Seventyitdgig that were grouped in to eight
critical quality management systems practices: aflelivisional top management and
guality policy, process management, product andicerdesign, training, quality data

and reporting, supplier quality management, role tlié quality department and

8)employee relations. To measure quality managenienand Sohal (1993) used nine
quality management systems practices: Top managernemmitment, Strategic quality

management, Process quality management, Designtygomanagement, Education and
Training, Information and Analysis, Benchmarkingged@urces and Statistical process

control.



In the same way, Flyyn, Schroder and Sakakibar@94)l proposed seven quality
practices of quality management systems: top mamege support, product design,
process management, quality information, suppheolvement, workforce management
and customer involvement. Powell (1995) comprehénttee dimensions of quality
management and identified 12 factors from a thonowyiew of literature These factors
are Committed leadership or executive commitmentpleyees empowerment,
Adoption and communication of quality managemensteays or adopting the
philosophy, Closer supplier relationships, Traini@gpen organization, Closer customer
relationships, Benchmarking Process improvement, ro-defects mentality,
Measurements and Flexible manufacturing. Myoung- Iéto et.al (2000) says quality
management systems focuses on customer orientgiptbagh so as to pursue
strategically the continuous improvement of theittssrom all process.

2.3 Empirical Review
Mwaniki, & Bichanga (2014) focused on determininge tEffects of total quality

management on financial performance in the bankimgor: a case study of national
bank of Kenya . This study was limited to estalighhow the pillars of TQM, namely
supplier relationship, customer relationship, psses and top management involvement
relate to financial performance. The four pillar TQOM formed the independent
variables of the study while financial performaneas the dependent variable. The
findings of the study indicated a positive relatbip between top management

involvement, process and supplier relationshipfarahcial performance.

In their study Hassan, Mukhtar, Qureshi and Sh@@12) examined the association
between quality management practices and perforepane. quality, business, and
organizational performance. The quantitative da¢gewobtained through a survey from
171 quality managers of Pakistan’s manufacturingustry. This study supports the
hypothesis that quality management systems pragbiositively impact the performance.
Quality management systems tools and techniqueerftive and Recognition System,
Process, Monitoring and Control and Continuous twpment) and Behavioral factors

(Fact based-management, top management’s commitri@niquality, employee



involvement and customer focus) contribute to thecessful implementation of quality
management systems. The study reports that suateskiption and implementation of
guality management systems practices results inrawmgy the performance of
organization. The main implication of the findingg managers is that with quality
management systems practices, manufacturing ogonzs are more likely to achieve
better performance in customer satisfaction, emgsdokelations, quality and business

performance than without quality management sysfaadtices.

According to Irfan, ljaz, Kee and Awan (2012) iretetudy on Improving Operational
Performance of Public Hospital in Pakistan usedi@stionnaire with fourteen Quality
management systems practices to measure the irnp&uality management systems
practices on operational performance of public takp Pakistan. Structural Equation
Modeling (SEM) approach with AMOS 16.0 was employted develop a Quality
management systems and performance model. A to28%questionnaires was included
in the study and the results show that selectedifuaanagement systems practices has
a significant positive impact on quality managensystems implementation and also on
operational performance in terms of increased Ifidky, improved quality of services,

reduction in service time and effective diagnostics

In examining whether quality management work in piblic sector Stringham (2004)
focused on the quality movement in the United Staligring the past two decades in the
context of public management. The paper reviewed ithpact of the Pennsylvania
Department of Transportation’s twenty-year expeargenvith its quality improvement
program on overall organizational performance armtyctivity. The study concluded
with a discussion of the challenges of sustainimality program through the frequent
changeover of senior political appointee leadersing the inherent tension between
process improvement quality approaches and cosigsdeost avoidance approaches that

surface during times of government fiscal crises.

Adeoti (2003) examined the gains of applicationtattl quality management in the
service industry with particular reference to tleenenercial banks in Nigeria and also to

see how the application of TQM can prevent futumeedts of distress in commercial
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banks. Three banks were selected randomly, oneptesent each of the three generation
banks. The results of the study showed that thditguand quantity of employees
employed determine to a very large extent the satvof any bank, also that the
application of TQM is not immunity against distrdsst a preventive mechanism for

distress.

2.4 Operational Performance

TQM has been widely regarded as a tool for imprgyperformance through measures
observed such as waste, quality of product, prodficiervice as well as efficiency.
Operational Performances such as profit and matkate, customer satisfaction, people
satisfaction, business performance, and impact amiety and environment due to a
guality management programme may also be obsefdl Quality Management is not
a static attribute, it is constantly changing tatgecause it represents a delighted (not just
satisfied) customer. As the customer’s expectatitges so must the product’'s quality.
This tenet leads to the principle of continuous ovement and every month new ways
of improvement must be considered and implemenMdreover, this continuous
improvement should be directed not at outputs bubea inputs and processes that the
manager can directly control. The manager showddsanstead, according to TQM on
improving organizational processes and inputs ideorto improve quality, because
increased quality will lead to customer loyaltydalong-range profits will inexorably
follow (Scholtes & Hacquebord, 2002).

The effective implementation of total quality maaagent will increase customer
satisfaction with the service offerings (Daé al., 2000). Quality enhances customer
loyalty through satisfaction; this in turn can gexte repeat business and lead to the
attraction of new customers through positive wardhouth advertisement. The word of
mouth communication will help in cost reduction.id'm return will provide competitive
edge to the company. The improvement in quality wult in increased market share
and profitability. Total quality management is a nagement philosophy which
emphasizes the devolution of authority to the flore staff. It ensures the participation

of everyone in the decision making process thraagjivities such as quality cycles and
11



team work (Lagrosen, 2002). Devolution of authotityemployees may motivate them to
give better service. This is said to increase timpleyee’s level of job satisfaction
(Ugboro and Obeng, 2000).

The implementation of total quality management essuhat every worker in the
organization does his work with quality the firghé, thus improving the efficiency of
operation and avoiding some cost associated witstavand rework. This in turn will
offer more value to customers in terms of price aadvice quality, thus making them
satisfied. Implementation of total quality managemwill ensures that organizations
change how they perform activities so as to elit@naefficiency, improve customer

satisfaction and achieve the best practice (Zh20@0).

Total quality management helps in improving theligqpaf products and also reduces the
scrap, rework and the need for buffer stock byldistaing a stable production process
(Daleet al.,1994). Total quality management will reduce thstad production and time
of production. Continuous improvement which is atfee of total quality management is
said to reduce the product cycle time thus impmvioroductivity (Wiklund &
Edvardsson, 2003). Many other total quality manag@nprinciples such as training,
information system management, relationship withpsers, have a positive impact on
operational performance. The efficient managemeamtdling of these principles will
improve efficiency and no doubt affect the profitéypof the firm.

2.5 Total Quality Management Practices
TOM involves the application of quality managemenictices in all aspects of

organization including customers and suppliers #meir integration with the key
business processes. Oakland (2000)There are sewmeticps that should be taken in
TQM implementation these includes leadership angl meanagement commitment,
customer management, people management and empemiersupplier partnership,
guality planning and strategic process managengsvands and recognition and effective

communication.
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Dale (1993) found there are eleven total qualitynagement practices: management
commitment, role of the quality department, tragniand education, employee
involvement, continuous improvement, supplier peanship, product/service design,
qguality policies, quality data and reporting, conmeation to improve quality and
customer satisfaction orientation. Brahal. (2000) in their study on TQM and business
performance in Singapore service sector came up eféven constructs of TQM
implementation, which are the top management suppmstomer focus, employee
involvement, employee training, employee empowetms&upplier quality management,
process improvement, service design, quality imenoent rewards, benchmarking,

cleanliness and organization.

Based upon the above literature, the researchesdiasted the following list of seven
main practices of TQM implementation for this studyanagement support and
commitment, employee involvement, employee empowatm information and

communication, training and education, customeud$and continuous improvement.

The below figure shows the 6 Cs of TQM process @mpntation

( Committment

(Control ‘ Culture
Y e /———-“
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~ Customer (ontinous \

~._ Focus -~ . Improvement ~
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& i v
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Source Gaurav, (2012)

Figure 1: showing the six Cs of TQM implementation
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2.5.1 Leadership and Top management Commitment Préices

Top management commitment and leadership requifestige change in organizational

culture and this can only be made possible withdiéep involvement of top management
to the organization’s strategy of continuous imgment, open communication and
cooperation throughout the organization. Total dwamanagement implementation

improves the organizational performance by influegmther total quality management
dimensions (Eskildson, 1994).

Juran (2003) most problems are associated withtguatributed to management. This
indicated that successful quality management ifilfiigependent on the level of top
management commitment. It requires that top managesommitment to quality must
convey the philosophy that quality will receive ighter priority over cost and that on

long run will achieve operational performance a#l a&reduced operational cost.

2.5.2 People Management and Empowerment Practices

In the traditional sense, employee involvement wasceived to mean a feeling of
psychological ownership among organizational mesf@aleet al.,1994). Unlike total

guality management ideology, the traditional empinvolvement is narrow minded,; it
is job centered rather than process-centered. dtad quality management approach
involves achieving broad employee interest, paoditon and contribution in the process

of quality management (Motwaat al., 1994.

Cultural change to Dalet al., (1994) implies an approach to changing the codeera
culture of an organization to be customer centefaxtording to Daleet al., (1994),
culture influences what the executive groups attendhow it interprets information and
the response it makes to changes in the extermabements. It is exceedingly crucial in
the drawing up of the strategic position of thenfias it dictates how members of staff

approach their day to day activities.

Training helps in preparing employees towards miaggthe total quality management
ideology in the process of production. Training ipgupeople with the necessary skills
and techniques of quality improvement.
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It is argued to be a powerful building block of mess in the achievement of its aims and
objectives (Zhang, 2000). Through training, empésyare able to identify improvement
opportunities as it is directed at providing neeegsskills and knowledge for all
employees to be able to contribute to ongoing gualmprovement process of
production. Training and development programmeisukkhnot be seen as a onetime

event but a lifelong process (Daeal, 2000).

2.5.3 Quality policy and Strategy Practices

Strategies and objectives are also a crucial soofaaganizational capability. Powell
(1995) also argues that strategy should be pudigkdlg higher than the current limit of
the capability to ensure the perfection of thospabdities. Effective strategies and
objectives are also considered an organizationphlmbty. Leaders must set clear,
measurable and achievable objectives so that tliieget the right direction for the firm.
Once the specific objectives have been set ancedgipon, resources and capabilities
can be employed to attain those objectives (M8i€2ardinal, 1994).

The purpose of objectives are to provide directiaid, in evaluation ,create synergies,
show priorities, focus coordination and provideasib for effective planning, organizing,
motivating and controlling activities (Miller & Cdinal, 1994). Therefore, objectives are
fundamental for organizational accomplishment. Gumting to the objectives, being
equipped with strategies is the mechanism to aelmwy-term objectives (David, 1995).

Top management needs strategic planning in théutish to raise the performance bar,
both in terms of institutional goals and challengasd in individual expectations.

Through strategic planning, structures and sysienas institution should be designed to
promote lateral processes, including communicasiod coordination, between those in
direct contact with customers and suppliers andehiovolved in the internal functions of
the institution. Strategic planning also needskiine of foresight that provides a vehicle
for managing perceptions of environmental uncetyaamd change, thereby enabling the
clarification of perception that is fundamental ttee prescient and innovative use of
macro-environmental phenomena and the early retiogrof institutional opportunities

(Rahman & Siddiqui, 2006).
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The importance of strategies and objectives anid tékation to organizational resources
and firm performance have been recognized in tieeature. Karia and Asaari, (2006)
indicate that companies which plan strategicallpegally outperform those which do
not, in terms of sales growth, earnings’ growthpatst growth, return on assets, return
on equity, return on sales, and return on totaksted capital. Such benefits are even
higher in more turbulent environments (Miller & @aral, 1994). Moreover, companies
which plan for the longer term, as opposed to wmstertaking short-term forecasting or
annual planning, deliver higher returns to investooth relative to their industry and in
absolute terms (David, 1995).

2.5.4 Supplier Partnership Practices

Supplier quality management is an important aspgciTQM since materials and
purchased parts are often a major source of quaitlylems (Crosby, 2000). Poor quality
supplier products results to in extra cost for puechaser. In order for both parties to
succeed and business to grow a partnership isregfjuiuran, Oakland (2000) states that
companies should treat their suppliers as long-teantners as they are integral part of
the organizations business operations. Quality gemant practices facilitate
establishment of relationships with suppliers angteamers so as to promote and
facilitate communication with the aim of mutuallynproving the effectiveness and

efficiency of processes that create value.

There are various opportunities for organizatiangtrease value through working with
their suppliers and customers, such as: optimitieghumber of suppliers and customers;
establishing two-way communication at appropriaggels in both organizations to
facilitate the rapid solution of problems, and tmid costly delays or disputes. It also
involves cooperating with suppliers in validatioh tbe capability of their processes;
monitoring the ability of suppliers to deliver comining products with the aim of

eliminating redundant verifications.
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It is also essential to encourage suppliers to emeint programs for continual
improvement of performance and to participate ineotjoint improvement initiatives;
involving suppliers in the organization’s designdadevelopment activities to share
knowledge and effectively and efficiently improveetrealization and delivery processes
for conforming products. Finally, involving partisan identification of purchasing needs
and joint strategy development is essential, inolgidevaluating, recognizing and

rewarding efforts and achievements by supplierspanthers.

2.6 Summary of Literature Review

The adoption of the total quality management apgrda to ensure that organizations
manage quality at all functional areas of operatiathout giving room for lapses in the
inter functional processes of operations. It isd@ology which is holistic and allows for
the participation and contribution of everybodythe quality improvement drive of the
organization. This is aimed at satisfying customesnd all stake holders alike, as the
implementation brings about added value to therorgdion.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.0 Introduction

This chapter outlines the methods that were useth#study. It adopted the following
structure: research design, population and samplaylation description, data collection

methods, research procedures and data analysisethdds.

3.1 Research Design

The study applied a descriptive research desiga.rébearcher chose this design due to
its ability to ensure minimization of bias and nmakiation of reliability of evidence
collected. A descriptive research is more rigoracsurate and seeks to find out who,
what, when and how, aspects of the research (Cdehindler, 2006).

3.2 Population

The population of the study consisted of all consiambanks in Kenya. Currently there
are 43 registered banks (bankers association recd@d4) from which a bank manager
and operational manager were drawn from each baakijng a total of eighty six (86)

respondents. A census survey was done on all eegtstbanks since the population is

small

3.3 Data Collection

Primary data was used in the study. The data wHsected from respondents using
closed ended questionnaire. Questionnaires arab$gito obtain important information
about the population and are said to reach largebeu of subject who are able to read
and write independently (Orodho, 2004). Drop arzk pnethod was used to administer
the questionnaire. Hence each respondent recelneedame set of questions in exactly
the same way. The respondents were made awarerpbgauof the research and were

assured of their confidentiality will.
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3.4 Data Analysis

Collected data was chronologically arranged wipeet to the questionnaire outline to
ensure that the correct code was entered for theatovariable cleaned and tabulated.
The tabulated data was analyzed using descriptoveelation and regression statistics in
with the aid of Statistical Package for Social &ces (SPSS 21.0). Multiple regression
statistics was used to establish the relationskeipvéen the total quality management
practices and operational performance among Kemyanwercial banks based on the

regression model shown here below

Y = Bo + P1X1t PoXot PaXat PaXs t €

Where;

Y= Operational Performance

X1= Leadership and Top management commitment Rescti
X2= People management and empowerment Practices
X3= Quality policy and Strategy Practices

X4= Supplier partnership Practices

BoP1 P2 B3 B4 is the coefficient of the variables.

e is the error term
Presentation of data is in form of tables, charid graphs only where it provides

successful interpretation of the findings. Desoviptdata will be provided in form of

explanatory notes
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CHAPTER FOUR: DATA ANALYSIS, RESULTS AND DISCUSSION

4.1 Introduction

This chapter presents the analysis of study firgliog the relationship between total
guality management practices and operational padaoce of commercial banks in
Kenya. This chapter analyses the variables invoivethe study and estimates of the
model presented in the previous chapter.

4.2 Data Presentation

4.2.1 Response Rate
The study targeted 86 employees of all the 43 regid banks (bankers association

records, 2014) from which a bank manager and apeedtmanager were drawn from
each bankThe objective was to determine extent of implemtgonaof total quality
management practices and relationship between tpiality management practices
implementation and operational performance in Ke@gaamercial Banks. Out of the 86
issued questionnaires, 81 questionnaires repregeft.1% of the total questionnaires
distributed were returned fully completed, whileqGestionnaires were not returned
representing 5.9% of the total questions distrithutethe respondents. It can be inferred
that the response rate was good. According to Migemd Mugenda (2003) a response
rate of 70% and over is excellent for analysis esqbrting on the opinion of the entire

population.

20



4.2.2 Highest Level of Education
Table 4.1below indicate (23.5%) respondents whagyaated in the study were diploma

graduates, 30.9% indicated they were undergradud®e5% were postgraduates and

11.1% indicated others. This shows that majoritthefrespondents were postgraduates.

Table 4.1 Level of Education

Education level

(n=281)
Education level F %
Diploma 19 23.5
Undergraduate 25 30.9
Postgraduate 28 34.6
Others 9 11.1
81 100

Source: Research Data, (2014)

4.2.3 Respondent categories
Table 4.2 below indicate majority of the operationanager filled in the questionnaires

(72.8%) and branch managers at (27.2%).

Table 4.2: Respondent categories

Years of Service

(n=281)
Respondent categories F %
Branch Manager 22 27.2
Operations Manager 59 72.8
81 100

Source: Research Data, (2014)
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4.2.4 Work Experience
Results of the study indicate that 7.4% of the oeslents had worked between 0-4 years

17.3%, and 60.5% of the respondents had workea foeriod between 5-9, and 10-19
years respectively, while 14.8% of the respondéwis a work experience of over 20

years as indicated on table 4.3.

Table 4.3: Work Experience of Respondents

Years of Service

(n=281)
Work Experience F %
0-4 years 6 7.4
5-9 years 14 17.3
10-19 years 49 60.5
20+years 12 14.8
35 100

4.3 Total Quality Management Implementation
Table 4.4 indicates that 69.1% of the commerciakban Kenya have implemented total

quality management while 30.9% of the banks have implemented total quality

management.

Table 4.4 Total Quality Management Implementation

Measurement Frequency Percentage
Yes 56 69.1
No 25 30.9

81 100

Source: Research Data, (2014)
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4.3.1 Extent of Implementation of TQM
The study aimed at establishing the extent oflementation of TQM. The scale that

was used was Likert scale of 1-5, where 1= stroragyee; 2=Agree; 3=Neutral;

4=Disagree; 5=Strongly Disagree.

According to the study Critical success factoryellgped measures and metrics obtained
mean and standard deviation of 2.6 and 1.1 resedgtiwhich define the element has
being key in implementation of TQM, followed by nzement and employee
empowerment, stakeholders consultation, implemef@W¥ improvements initiatives,
initiated the process of clarification of the bangion, mission and values and least being
reviewing the implementation process with mean staddard deviation of 1-9 and 11.1
respectively, as indicated on Table 4.5.This camowith Eskildson( 2006) Critical
Success Factors can be defined as “the limited epumbareas in which results, if they
are satisfactory, will ensure successful competigerformance for the organization, they
are the critical key area where 'things must gdtridor the business to flourish.
Meanwhile, Black and Porter (2004) place emphasis Baldrige Award criteria,
revealing ten critical factors for TQM, these fastare: supplier partnership, People and
customer management, customer satisfaction orientaxternal interface management,
communication of improvement information, strategi@lity management, , operational
qguality planning, quality improvement measuremeydgtems, teamwork structure for

improvement, and corporate quality culture.
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Table 4.5 Extent of Implementation of TQM

Extent of Implementation of TQM N Mean S.D.
Initiated the process of clarification of the bank | 81 2.16 1.066
vision, mission and values

Identified the critical success factors and Devetbyg 81 2.63 1.156
Measures and Metrics

Management and employees empowerment, 81 2.46 1.370
stakeholders consultation

Process of reviewing the implementation procesy 81 1.98 1.060
Implemented TQM improvement initiatives 81 2.23 1.087

Source: Research Data, (2014)

4.4 Operation Performance
The study sought to find out the operation perforogaindicators of implementation of

TQM. The scale that was used was Likert scale & Where 1= strongly agree;

2=Agree; 3=Neutral; 4=Disagree; 5=Strongly Disagree

Table 4.6 Operation Performance

Operation Performance indicators N Mean S.D.
Increased bank profitability 81 2.36 .088
Enhanced sales 81 2.70 .188
Increased bank competitiveness and bigger mark 81 2.35 .305
share

Enhanced service delivery 81 2.38 241
Effective waste reduction in operations 81 2.41 104
Improved operation efficiency 81 2.74 233
Increased retention as a result of customer 81 2.72 .399
satisfaction

Source: Research Data, (2014)
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From the results of the study respondents agrat TQM implementation improve
operation efficiency ,increased retention of costcs as a result of customer satisfaction
and enhanced sales with least on increasing dsbawrofitability and increasing market
share., The results of the study concurs withdhafs is in line with the findings of
Ozaki( 2003) who established that effective impletagon of TQM will increase
customer satisfaction with the service offerings)sures that organizations change how
they perform activities so as to eliminate ine#frety, improve customer satisfaction and

achieve the best practice.

4.5 Leadership

4.5.1 :Effect of leadership on TQM implementation
The study sought to determine the effects of leddpron implementation of TQM. The

scale that was used was Likert scale of 1-5, wherestrongly agree; 2=Agree;

3=Neutral; 4=Disagree; 5=Strongly Disagree.

Table 4.7 Effect of leadership

Effect s of leadership N Mean S.D.
Bank leadership has provided the necessary 81 2.56 1.235
resources

Bank leadership has provided conductive working 81 2.64 1.197
environment

Bank leadership influences the decision of selgct 81 2.81 1.151
qualified suppliers

Bank leadership plays an active role in creating 81 2.37 1.249
strategies, plans and systems

Bank leadership has inspired staff and managem{ 81 2.49 1.295

Source: Research Data, (2014)

25



The study results show that the respondents afjagehte bank leadership plays an active
role in creating strategies, plans and systemshanttal on Bank leadership has provided
the necessary resources bank leadership has pdovateluctive working environment,
bank leadership influences the decision of selgctyualified suppliers and bank
leadership has inspired staff and management. Sthdy results are in line with the
findings of Juran (2003) who indicated that sucitésguality management is highly
dependent on the level of top management commitnitergquires that top management
commitment to quality must convey the philosophgttuality will receive a higher
priority over cost and that on long run will acheegperational performance as well as

reduced operational cost.

4.5.2 Influence of Bank Leadership
The study on Table 4.8 below sought to determine itifluence of organization

leadership on TQM implementation on commercial Isaik Kenya. Majority of the
respondents represented by 58.0% of the responditési that organization leadership
influences operation performance, while 42.0% oénth stated that organization

leadership does not influence operation performance

Table 4.8 Influence of Organization Leadership

Measurement Frequency Percentage
Yes 47 58.0
No 34 42.0

81 100

Source: Research Data, (2014)

4.6 Employee Empowerment Practices

4.6.1:Effect of Employee Empowerment Practices
The study sought to determine the effects of eng#ogmpowerment practices on

implementation of TQM. The scale that was used \hi&srt scale of 1-5, where 1=
strongly agree; 2=Agree; 3=Neutral; 4=Disagree;tber®)ly Disagree.
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Table 4.9 Effect of Employee Empowerment Practices

Effect of Employee Empowerment Practices

N Mean S.D.
Employees quality of life is effectively managed 81 227 0.959
Employees training and development 81 214 0.216
Employees have the responsibility and authority 81 2.07 0.355
Quality management systems programme promates81 2.13 0.281
the freedom of employees
involvement and communication to employees 81 2.18 0.117
Reward systems have been instituted in the bank 81 213 0.235
Establishment of an environment that encourages 81 2.02 0.139
employee efforts

Source: Research Data, (2014)

According to the results the respondents agreeettablishment of an environment that
encourages employee efforts, give the responsikditd authority, reward, train and
develop them affects TQM implementation. The stalgds and enriches the study
findings of Motwani et al.(1994 and Zhang, (2000) who established that totalityual
management approach involves achieving broad ereplogterest, participation and
contribution in the process of quality managemdittat training helps in preparing
employees towards managing the total quality mamageé ideology in the process of
production; equips people with the necessary skdlsd techniques of quality

improvement.

4.6.2 Influence of Employees’ Empowerment
The results of the study on table 4.10 below shthwesinfluence of TQM employees’

empowerment practices on operation performance oohneercial banks. From the
findings majority (70.4%) of the respondents stathdt employees’ empowerment
influences operation performance while 29.6% of nthestated that employees’

empowerment does not influence operation performanc
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Table 4.10 Influence of Employees’ Empowerment

Measurement Frequency Percentage
Yes 57 70.4
No 24 29.6

81 100

Source: Research Data, (2014)

4.7:Quality Strategy Practices

4.7.1 :Effect of Strategy Practices on TQM Implemetation
The study sought to determine the effects of eng#ogmpowerment practices on

implementation of TQM. The scale that was used \hi&srt scale of 1-5, where 1=

strongly agree; 2=Agree; 3=Neutral; 4=Disagree;tber®)ly Disagree.

Table 4.11 Effect of Strategy Practices

Strategy Practices N Mean S.D.
Strategic practices ensure effective 81 2.44 .056
service delivery

Strategic practices result in custome 81 2.39 211
and employee satisfaction

Strategic practices shape external 81 2.41 .302
business environment

Strategic practices build banks core 81 2.49 .205
capabilities

Strategic Synergy strengthens its 81 2.30 .245
competitiveness

Source: Research Data, (2014)

The study results indicated that respondents dbedestrategic practices affects the
TQM implementation and are related to operatioesiqggmance. These study findings
provide a direct relationship between quality stgéts and operational performance of
Banks like the studies of (Miller & Cardinal, 19%)d Karia and Asaari, (2006) that
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give the importance of strategies in general tdmgnmdicating that companies which
plan strategically generally outperform those whdchnot, in terms of sales growth,
earnings’ growth, deposit growth, return on asgetsirn on equity, return on sales, and
return on total invested capital. That effectivatggies and objectives are also

considered an organizational capability.

4.7.2: Influence of Quality Strategic Practices
Findings of the study shown on table 4.12 belownshthe effects of strategic practices

influenced by TQM on operation performance of comuiad banks. Majority (67.9%) of
the respondents stated that quality strategic ipegctnfluences operation performance of
banks, while 32.1% of them stated that strategactmres do not influence operation

performance of banks.

Table 4.12 Influence of strategic practices

Measurement Frequency Percentage
Yes 55 67.9
No 26 321

81 100

Source: Research Data, (2014)

4.8 :Supplier Partnership

4.8.1 Effective Supplier Partnership
The study sought to determine the effects of sepplartnership on implementation of

TQM. The scale that was used was Likert scale ®f @here 1= strongly agree;

2=Agree; 3=Neutral; 4=Disagree; 5=Strongly Disagree
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Table 4.13 Effective Supplier Partnership

Effective Supplier Partnership N Mean S.D.
Strategic partnership with suppliers 81 2.57 0.167
ensures continued quality performand

Effectively harnessed benefits of 81 2.25 0.245
establishing partnerships

Promotes and facilitates communicati| 81 2.43 0.313
with key suppliers

Enhances sharing of information 81 2.39 0.061
Promotes supplier quality cooperatiol 81 2.31 0.056

Source: Research Data, (2014)

The study results indicated that respondents datpae supplier partnership affects the
TQM implementation .The study results concurs \tfith views of Crosby, (2000) who

avers that supplier quality management is an inapbraspect of TQM since materials
and purchased parts are often a major source tifygpeoblems. The findings are also in
line with the findings of Juran, Oakland (2000) ehiindicated that companies should
treat their suppliers as long-term partners as #reyintegral part of the organizations
business operations. Quality management practicaslitdte establishment of

relationships with suppliers and customers so ggdmote and facilitate communication
with the aim of mutually improving the effectivelseand efficiency of processes that

create value.

4.8.2 Influence of supplier partnership
The study below was used to determine the influefcipplier partnership on operation

performance of commercial banks. Majority of thep@ndents represented by 76.5% of
the respondents stated that supplier partnersfilipeirces operation performance while
23.5% of them stated that supplier partnership do¢#fluence operation performance.
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Table 4.14 Influence of supplier partnership

Measurement Frequency Percentage
Yes 62 76.5
No 19 23.5

81 100

Source: Research Data, (2014)

4.9: Relationship between Total Quality ManagemenPractices and Operational
Performance in Commercial Banks in Kenya

Results on table 4.8 below shows the correlatlmetsveen Total Quality Management
Practices and Operational performance of commidraizks in Kenya, while holding the
correlation coefficient (r) value at between pluslaninus one (-1.00 and +1.0). The
study used the significance level of alpha = .084% Degrees of freedom (df) of 5, and
two-tailed test.

Based on the study, correlation coefficient (r) #mel coefficient of determination (r2) on
table 4.15 indicates that (54.3%), (43.3%), (47.4&6)d (33.5%) of operational
performance of banks is affected by the leaderghgrtices, people empowerment
practices, quality strategy practices and supatnership practices respectively.Since
the correlation is positive it can be concludedt tifze correlation is statistically
significant, hence there is a positive relationshgiween Total Quality Management

Practices and Operational performance of commebeiaks in Kenya.
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Table 4.15 Relationship between Dependent and Indepdent Variables

Independent Variables r r2 Df Sig.
Pearson Constant 0.000| 0.000| 0.000 0.000
Correlation _ _

Leadership Practices 737°| .543 5 011

People Empowerment .658° 433 5 .038

Practices

Quality Strategy Practices | .689° | .474 5 .024

Supplier partnership practicg .579° 335 5 .015

Source: Research Data, (2014)

4.9.1 Regression between Independent and Depend&fariables
The results shown on table 4.15 and 4.16 below ldotm establish the regression

between

operational performance of commercialk®an Kenya and total quality

practices. The degree to which total quality pcadgi are related to operational
performance of banks is expressed in the pesttorrelation coefficient (r) = 0.453 and
coefficient of determination, (r2) =0.205 as showntable 4.16 below. This implies that
the four independent variables together predictuab®0.5% of the operational

performance of banks

Table 4.16 Model Summary

Std. Error of the

Model|R R Square |Adjusted R Square |Estimate Df Sig

1 .453a |.205 152 0.160 5 .004

Source: Research Data, (2014)
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4.9.2 ANOVA Results

Analysis of variance was used to test the signiiteaof the regression model as pertains
to differences in means of the dependent and indbkgre variables as shown on table
4.16 below. The ANOVA test produced an F-value @873 which is significant at
p=0.004. This depicts that the regression modsigsificant at 95% confidence level.
Thus the regression model is statistically sigaific in predicting how leadership

practices, people empowerment practices, qualitatey practices and supplier

partnership practices affect operational perforreasfdoank.

Table 4.17 ANOVA

Model Sum of Squardgdf Mean SquargF Sig.

1 Regression 3.55( 5 710 3.871 .004
Residual 13.734 75 183
Total 17.284 80

4.9.3 Multiple Regressiondetween Independent and Dependent Variables

The findings on table 4.17 below are based ondhewing regression model:

Y = Bo + P1X1+ BoXot BaXat BaXy + €

Where;

Y= Operational Performance

X1= Leadership Practices

X2= People Empowerment Practices

X3= Quality Strategy Practices

X4= Supplier Partnership Practices

BoP1 P2 B3 B4 are the coefficient of the variables.

e is the error term
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The study sought to establish the extent to whieladership Practices (LP), People
Empowerment Practices (PEP), Quality Strategy Rext (QSP) and Supplier
Partnership Practices (SPP) predict Operationdbfeance of Banks (OPB).

Hence the regression model became:
OPB :Bo + B]_LP + 132 PEP+B3 QSP+B4SPP‘€

Therefore Table 4.17 below shows that leadershigctimes, people empowerment
practices, quality strategy practices and suppbartnership practices have positive
coefficients, implying that these independent \#ea positively predict operational
performance of banks. Therefore taking all independ/ariables (leadership practices,
people empowerment practices, quality strategy tiges and supplier partnership

practices) constant at zero (0); operational parérrce of banks will be at 2.132.

Therefore a unit increase in leadership practipesple empowerment practices, quality
strategy practices and supplier partnership prestall lead to 1.204, 1.019, 1.109 and

1.033 unit increases in operation performance nkba

The results of the study further indicates thatapie of = (0.003) for leadership
practices, (0.001) for people empowerment practic662) for quality strategy practices
and (0.004) for supplier partnership practices smaller than the significance level of
0.05. The implications of these results is thatehs a significant relationship between
leadership practices, people empowerment practigeslity strategy practices and

supplier partnership practices and operationaloperdnce of banks.
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Table 4.18: Coefficients

Coefficients'
Variables B Standard peta t Sig
Error

(Constant) 2.132 521 .000 4.092 | .000
Leadership Practices 1.204 .601 .189 2.003 | .003
Peoplle empowerment 1.019 507 .020 2.009 | .001
practices
Quiality Strategy Practices | 1.109 .549 120 2.020 | .002
Supplier Partnership Practicg 1.033 510 .037 2.025 | .004

Source: Research Data, (2014)

4.10 Summary & Presentation of Findings

4.10.10perational Performance of Banks
Results of the study shows respondent agree thalt qoality management improve

operation efficiency thus reducing operation c&her results show that increased
customer retention as a result of customer satisfacenhanced sales, effective waste
reduction in operations, enhanced service deliverythe bank, increased bank
profitability a increased bank competitiveness amdulted in acquisition of bigger

market share.

4.10.2 Leadership Practices
The results of the study show that majority (58.08f6)he respondents acknowledged

bank leadership practices affect the operationdbpeance of banks. The study results
also indicated that bank leadership plays an actle in creating strategies, plans and
systems resulting from quality management systepneyided conductive working

environment to employee involvement in quality ngaraent process, influenced the

decision of selecting qualified suppliers and ég@rtg suppliers for quality material,
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creates strategies, plans and systems for achisuvperior quality in the institution and
that has inspired staff and management in effeetne efficient use of the resources and

efforts of the institution towards quality excelde.

4.10.3 People Empowerment Practices
From the findings majority (70.4%) of the responderstated that employees’

empowerment influences operation performance. Tindinfgs of the study shows that
implementation of quality management has affectegpleyees quality of life, bank
spends a large amount of its annual budget on gm@otraining and development on
total quality management systems, employees dewadls have the responsibility and
authority to make decisions that affect them aradrtivork teams, quality management
systems programme promotes the freedom of empldgease their initiative in matters

of customer delivery.

There is widespread involvement and communicatmerployees on all matters that
concern their job and organization performance, &dvsystems that support employee
performance, participation , initiative and fostgriof team-work have been instituted in
the bank and Bank management has promoted thdisistabnt of an environment that

encourages employee efforts toward attainmentstititional objectives.

4.10.4 Quality Strategy Practices
Findings of the study shows that majority (67.9%j}h@ respondents stated that quality

strategic practices influences operation perforreant banks. Results of the study
showed that Strategic practices has become a outdome of establishing quality
management systems in the bank and in ensurfegtiee service delivery, quality
strategic practices has resulted in customer anplogie satisfaction and effective
allocation of resource for organization functioi®rategic practices has provided a
mechanism for bank managers to shape their extbusahess environment, limit threats,
take advantage of opportunities and enable tooresgo quality issues proactively,
quality strategic practices have facilitated theldimg of banks core capabilities and
strategic synergy in the bank has strengthen itspetitiveness enabling it to deliver

effective services to customers.
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4.10.5 Supplier Partnership Practices

The results of the study shows that supplier pastip influence operation performance
of commercial banks as indicated by the majorityhef respondents (76.5%). The bank
has entered into strategic partnership with suppliso as to ensure continued
performance of the bank processes uninterrupted,b@ink has effectively harnessed the
potential benefits of establishing partnershipshwatippliers, The bank promotes and
facilitates communication with key suppliers thienaof aim of improving their
effectiveness and efficiency of provision of tleguired supplies, The bank frequently
shares with suppliers information such as theeds and expectations and that the

Bank promotes supplier quality cooperation resgltmoperational performance.
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CHAPTER FIVE: SUMMARY, CONCLUSION AND RECOMMENDATIO NS

5.1 Summary
The study found out that total quality managememproves operation efficiency thus

reducing operation cost. Therefore the implememtatif quality management systems
has increased bank profitability, enhanced saleseased bank competitiveness and
resulted in acquisition of bigger market share,astled service delivery in the bank,
ensured effective waste reduction in operationgoraved operation efficiency thus
reducing operation costs and increased customentr@ as a result of customer

satisfaction.

The study established that bank leadership pracétfect the operational performance of
banks. That the implementation of total quality mgement has facilitated bank
leadership to provide the necessary resources & the new requirements resulting
from quality management systems, provided condectivorking environment to

employee involvement in quality management proceésiyenced the decision of

selecting qualified suppliers and certifying supmi for quality material, creates
strategies, plans and systems for achieving supguality in the institution and that has
inspired staff and management in effective anctieffit use of the resources and efforts

of the institution towards quality excellence.

The found out that employee empowerment practicigeinces operation performance
of banks. The findings of the study shows that enptntation of quality management
has affected employees quality of life, bank spemdizrge amount of its annual budget
on employees training and development on totalityuslanagement systems, employees
at all levels have the responsibility and authoritymake decisions that affect them and
their work teams, quality management systems hes@ed the freedom of employees
to use their initiative in matters of customer dety. There is widespread involvement
and communication to employees on all matters ¢batern their job and organization

performance, reward systems that support employedormance, participation

initiative and fostering of team-work have beestitnted in the bank.
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The study established that quality strategic pecastinfluences operation performance of
banks. That quality strategic practice has becomiéahoutcome of establishing quality
management systems in the bank and in ensuringtieeservice delivery, quality
strategic practices has resulted in customer anploy®e satisfaction and effective
allocation of resource for organization functior@uality strategic practices has
provided a mechanism for bank managers to shapeetkiernal business environment,
limit threats, take advantage of opportunities andble to respond to quality issues
proactively. In addition quality strategic pracBckave facilitated the building of banks
core capabilities and strengthening the ban comisiess enabling it to deliver

effective services to customers.

The results of the study showed that supplier pastrip influence operation performance
of commercial banks. The implementation of totablgy management bank has
entered into strategic partnership with supplieras to ensure continued performance of
the bank processes uninterrupted, The bank hastigély harnessed the potential
benefits of establishing partnerships with suppli@rhe bank promotes and facilitates
communication with key suppliers the aim of aifrimproving their effectiveness and
efficiency of  provision of the required supplieBhe bank frequently shares with
suppliers information such as their needs amqetations and that the Bank promotes

supplier quality cooperation resulting in operasibperformance.

5.2 Conclusion

The implementation of quality management systens ihareased bank profitability,
enhanced sales, increased bank competitivenesseantted in acquisition of bigger
market share, enhanced service delivery in the bamured effective waste reduction in
operations, improved operation efficiency thus padg operation costs and increased

customer retention as a result of customer satisfac

Implementation of total quality management haslifabéd bank leadership to provide

the necessary resources to meet the new requiremesniiting from quality management

systems, provided conductive working environmenéraployee involvement in quality

management process, influenced the decision ofctsale qualified suppliers and
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certifying suppliers for quality material, createfrategies, plans and systems for
achieving superior quality in the institution amat has inspired staff and management in
effective and efficient use of the resources arfidrisf of the institution towards quality

excellence.

Quality management has affected employees qudlilijep bank spends a large amount
of its annual budget on employees training and ldgweent on total quality management
systems, employees at all levels have the respbtysdnd authority to make decisions

that affect them and their work teams, quality nggmaent systems have promoted the
freedom of employees to use their initiative in t@@ of customer delivery. There is

widespread involvement and communication to emmsyen all matters that concern

their job and organization performance, reward ewst that support employee

performance, participation , initiative and fostgriof team-work have been instituted in
the bank.

Quality strategic practices has become a vital @mu of establishing quality

management systems in the bank and in ensurfegtiee service delivery, quality

strategic practices has resulted in customer anplogie satisfaction and effective
allocation of resource for organization functior@uality strategic practices has
provided a mechanism for bank managers to limédts, take advantage of opportunities
and enable to respond to quality issues proagtiveladdition quality strategic practices
have facilitated the building of banks core capabe# and strengthening the ban

competitiveness enabling it to deliver effectivevgges to customers.

The implementation of total quality management kbamas entered into strategic
partnership with suppliers so as to ensure contimexformance of the bank processes
uninterrupted, The bank has effectively harnestedpbtential benefits of establishing
partnerships with suppliers, The bank promotesfanilitates communication with key
suppliers the aim of aim of improving their efieeness and efficiency of provision of
the required supplies, The bank frequently shanath suppliers information such as
their needs and expectations and promotes supgliality cooperation resulting in

operational performance.
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5.3 Recommendation

There is need for the bank management to impleorggainizational culture change in the
organization so as to enhance the implementatiaiotaf quality management so as to
enhance the organization’s strategy of continueogrovement, open communication
and cooperation throughout the organization. Initemd the bank management
commitment to quality need to convey the postutglopophy and actions that total

guality management implementation will receive ghler priority in the organization.

There is need for the bank to prioritize and enbaatal quality management training
process to help in preparing employees towards giagdhe total quality management,
so as to be able to identify and contribute to amgayuality improvement process of
operational efficiency.

There is need for bank management to set clearsuredale and achievable objectives so
that they will set the right direction for the firmin addition they need to effectively
allocate adequate required resources and capedbiit as to attain those objectives and

subsequently improve operational efficiency anditaoility.

There is need for bank management to establish gratreat their suppliers as long-
term partners as they are integral part of the rorgdéions business operations and
materials and purchased parts are often a majaceamf quality problems. This will

promote and facilitate communication and therebyrowing the effectiveness and

efficiency of processes that create value.

5.4 Limitations
The study used questionnaire that rely on selfontepesponses, however the problem

with using a questionnaire is that it is based e assumption that participants would

respond to the questions in an honest and accwateer.

Nevertheless, it is not always the case thatq@pants answer in an honest manner. This
is because participants often give answers thatlibkeve to be desirable. However the
researcher used qualitative data to complementirnfoemation obtained through the
guestionnaire.
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There were some respondents who did not provideeatit information but instead
provided general information making it difficult tobtain the required information.
However the researcher alternated closed and amsdeguestions in order to get direct

answers.

Some respondents did not provide authentic infdonabut instead provided general
information making it difficult to obtain the reged information. However the

researcher alternated closed and open ended questiorder to get direct answers.

Owing to the nature of the subject respondents,esmtuctance was experienced from
some respondents in terms of disclosing informatuth regards to the TQM practices
rising from fear of being reprimanded by the mamsge the organization who are
responsible for handling issues related to theanaitder study. However the researcher
assured the respondents of the confidentialityhefibformation that they provided and
sought authority from management to undertake reBea the organization. The
researcher also attached the letter of authorifyoim the university to the questionnaire

So as give further assurance on the purpose cittioy.

5.5 Suggestions for Further Studies
This study only examined specific TQM managemeantiices effects on total quality

management practices and operational performanceowimercial banks in Kenya.
However there are other effects TQM managemeattioes which likewise contribute
operational performance of commercial banks hentes recommended that further
research on TQM management practices be dongetdify and examine additional

variables effect on performance of banks.
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APPENDIX1: LIST OF COMMERCIAL BANKS FOR THE STUDY

1 | ABC Bank (Kenya)

2 | Bank of Africa

3 | Bank of India

4 | Bank of Baroda

5 | Barclays Bank

6 | CFCStanbic Bank

7 | Chase Bank (Kenya)

8 | Charterhouse Bank Itd

9 | Citibank N.A.

10 | Commercial Bank of Africa
11 | Consolidated Bank of Kenya
12 | Cooperative Bank of Kenya
13 | Credit Bank

14 | Development Bank of Kenya
15 | Diamond Trust Bank

16 | Dubai Bank Kenya

17 | Eco Bank

18 | Equatorial Commercial Bank
19 | Equity Bank

20 | Family Bank

21 | Fidelity Bank

22 | Fina Bank (Kenya)

23 | First Community Bank

Source: Central Bank of Kenya
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24 | Giro Commercial Bank

25 | Guardian Bank

26 | Gulf African Bank

27 | Habib Bank AG Zurich

28 | Habib Bank

29 | Imperial Bank Kenya

30 | Investment & Mortgages Bank
31 | Jamii Bora Bank

32 | Kenya Commercial Bank

33 | K-Rep Bank

34 | Middle East Bank Kenya

35 | National Bank of Kenya

36 | National Industrial Credit Bank
37 | Oriental Commercial Bank

38 | Paramount Universal Bank

39 | Prime Bank (Kenya)

40 | Standard Chartered Bank

41 | Trans National Bank Kenya
42 | United Bank for Africa

43 | Victoria Commercial Bank




APPENDIX II: RESEARCH QUESTIONNAIRE

Thank you for taking your time to fill this questizaire. Your response to the questions
herein will be treated confidentially.

Please answer all the questions as best as yolPlemse Tick as appropriate

PART 1: Demographic Factors

1. Name: . iorapt

2. Respondents level of Education

] Diploma level [ ] Degree level Masters Degfee] [ ] Others (specify)

3 Respondent Categories

Bank Manager [ ] Operation Manager [ |

6. Years of service in the Bank

( )O-4yrs []59yrs [] 10-38s [ ] 20+yrs [ ]

7.Has the bank implemented total quality manageéme

Yes[ ] No [ ]
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PART 2: Extent of Implementation of TQM

8.Using a scale of 1-5, where 1= strongly agreeAd?ee; 3=Neutral; 4=Disagree;
5=Strongly Disagree, Please indicate the exterwhirh you agree with the following

statements

agree

disagree

©| Strongly
®| Agree

©| Neutral
®| disagree
O| Strongly

The bank has initiated the process of clarificatbthe
bank vision, mission and values with the a view to
implementing TQM

The bank has clarified bank vision, mission anidesand ® ®@ |0 |0
Identified the critical success factors ardeveloped
Measures and Metrics to Track them thgplementation of
TQM

The bank has clarified bank vision, mission anldesand ® @ ® @ ®

Identified the critical success factorBgveloped monitoring
measures and metrics and embarked on management an

employeesempowerment, stakeholders consultation

The bank has implemented TQM and is in the mpocd| ® @ |® 0 O
reviewing the implementation process

The bank has implemented, reviewed and is implésaen
TQM improvement initiatives
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PART 3: Operation Performance

9. Using a scale of 1-5, where 1= strongly agree; ¢red; 3=Neutral; 4=Disagree;
5=Strongly Disagree, Please indicate the exterwhih you agree with the following

statements

©| Strong|
y agree

®| Agree

©| Neutral

®| disagre

©| Strong|
y

Implementation of quality management systems
increased bank profitability

®
©)
®
©

Quality management systems have enhanced | ®
which have contributed to bank performance

té
®
©)
®
©

Effective implementation of quality managem¢
systems has increased bank competitiveness| and
resulted in acquisition of bigger market share.

Quality management systems has enhanced ser@ce | @ | O @ | O
delivery in the bank

Implementation of quality management systems |Has ORNE©) @ | ®
ensured effective waste reduction in operations

én (®6 (@ |O

Quality management systems improve operat
efficiency thus reducing operation costs

Implementation of quality management systends ORNE©) @ | ®
focuses on increased retention as a result of Eusto
satisfaction
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PART 4: Leadership

10. Using a scale of 1-5, where 1= strongly agree; ZeAp 3=Neutral; 4=Disagree;
5=Strongly Disagree, Please indicate the exterwhirh you agree with the following

statements

> _ Qo > ()
209 E | 5|25
c 90| 95 T | 6«
s o | 9 9 0|59
N o | 2 T | W Do
Bank leadership has provided the necessary resouf2e @0 @ | O
to meet the new requirements resulting from quality

management systems implementation

Bank Leadership has provided conductive workir® ® 0 | O
environment to employee involvement in quality
management process

The bank Leadership influences the decision of | ® ® 0 |@ |
selecting qualified suppliers and certifying supi
for quality material

The bank leadership plays an active role in crgati® ® e | |
strategies, plans and systems for achieving superio
guality in the institution

The bank leadership has inspired staff and
management in effective and efficient use of |the
resources and efforts of the institution towa
guality excellence

11. In your view does organization leadership efice operation performance of
commercial banks?
Yes [ ] No [ ]
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PART 5: Employees EmpowermenPractices

12. Using a scale of 1-5, where 1= strongly agree; ZeAg3=Neutral, 4=Disagree;
5=Strongly Disagree, Please indicate the exterwhirh you agree with the following

statements

agree

disagree

©| Strongly
®| Agree

©| Neutral
®| disagree
©| Strongly

As part of implementation of quality managementthe
bank employees quality of life is effectively mged by
the bank top management

The bank spends a large amount of its annual buadiget® ® |60 |O
employees training and development on total quality
management systems

employees at all levels have the responsibility amithority| © @ |® |0 O
to make decisions that affect them and their wedkts

guality management systems programme promotes Ghe @ |® 0 O
freedom of employees to use their initiative in @i of
customer delivery.

There is widespread involvement and communicaton t
employees on all matters that concern their job |and
organization performance

Reward systems that support employee performance,
participation , initiative and fostering of team-ko have
been instituted in the bank

Bank management has promoted the establishmenn of a
environment that encourages employee efforts toward
attainment of institutional objectives

13. In your considered opinion does employees’ emapment influence operation
performance of commercial banks?
Yes [ ] No[ ]
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PART 6: Strategy Practices

14. Using a scale of 1-5, where 1= strongly agree; ¢=A; 3=Neutral; 4=Disagree;
5=Strongly Disagree, Please indicate the exterwhirh you agree with the following

statements
> o > O
AP
c 29 |5 | © S &
= O O Q|9 s .90
N | < Z | © O ©

Strategic practices has become a vital outcome Gof @ |® |0 O

establishing quality management systems in thé band

in ensuring effective service delivery

Strategic planning practices has resulted in custoamd| ® ®@ |0 |0

employee satisfaction and effective allocatiorregource

for organization functions

Strategic practices has provided a mechanism &mk p® @ |® |0 O

managers to shape their external business envimmme

limit threats, take advantage of opportunities andble to

respond to quality issues proactively

Strategic practices have facilitated the buildinfgbanks| ® @ |® |0 O

core capabilities

Strategic Synergy in the bank has strengthen| &s @ |® 0 O

competitiveness enabling it to deliver effectivevemes to

customers

15. In your view do strategic practices influengemtion performance of commercial

banks?
Yes [ ] No[ ]
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PART 7: Supplier Partnership

17 Using a scale of 1-5, where 1= strongly agree; 2eAp 3=Neutral; 4=Disagree;
5=Strongly Disagree, Please indicate the exterwhirh you agree with the following

statements

agree

disagree

é Strongly
®| Agree

©| Neutral
®| disagree
©| Strongly

The bank has entered into strategic partnership
suppliers so as to ensure continued performanteedbank

processes uninterrupted

The bank has effectively harnessed the potentiadfits of| © ® |60 |O
establishing partnerships with suppliers

The bank promotes and facilitates communicatiom wkiey | ® @ |® |0 O
suppliers the aim of aim of improving their efigeness
and efficiency of provision of the required supgl

The bank frequently shares with suppliers infdrom © @ |® 0 O
such as their needs and expectations

The Bank promotes supplier quality cooperation ltegpin | © @ 0@ |O
organization performance

18. In your considered opinion does supplier pastmip influence operation performance

of commercial banks?
Yes [ ] No[ ]

THANK YOU FOR YOUR TIME AND COOPERATION
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