LOGISTICS OUTSOURCING AND PERFORMANCE OF COMMERCIAL
BANKS IN KENYA

KIMULU JOSEPH MULINGE

A RESEARCH PROJECT SUBMITTED IN PARTIAL FUFILLMENT OF THE
REQUIREMENTS FOR THE AWARD OF MASTER OF BUSINESS
ADMINISTRATION (MBA) SCHOOL OF BUSINESS, UNIVERSITY OF
NAIROBI

NOVEMBER, 2014



DECLARATION
| declare that this research project is my origiwatk and has never been submitted to

any other university for assessment or awarddggiee.

Kimulu Joseph Mulinge

D61/75644/2012

This research project was submitted for assessmiéimtmy authority as the university

supervisor

Michael K. Chirchir

Lecturer,

School of Business, University of Nairobi



DEDICATION
To my family, for your love and support.



ACKNOWLEDGEMENTS
My sincere gratitude goes to the University of Mhirfor granting me an opportunity to
pursue my post graduate studies. Most importah#incerely wish to acknowledge the
support from my supervisor Mr. Michael Chirchir atut whom | could not have gone

this far with my project work.
| wish to acknowledge my family for their moralpgort and continued encouragement.

To every other individual who through one way oothwer directly or indirectly involved

themselves in making me realize my child hood dream

May our good Lord Richly bless you.



TABLE OF CONTENTS

DECLARATION. ..ottt ettt ettt e e e e e e e e e e s snt e e e e e nbaeaeeaansbeneenseeeeeannnneens i
D711 [ 2 1 (] PR il
ACKNOWLEDGEMENT ....oiiiiiiiiite ettt ee e e e e e st e e e e snntee e e e e nnnseeeneneeas iv
LIST OF TABLES ...ttt ee ettt e e e e et e e e s snneeesnsneaaeeennes Vii
LIST OF FIGURES .....oii ittt ettt et e sttt e e et ee e e st eeennne e e e ennees viii
LIST OF ABBREVIATIONS AND ACRONYMS .....coiiiiies sttt iX
ABSTRACT ..ttt ettt e et e et e e e bbbt e e e e bbbt e e et e e et b e e e e e nbnee e e e X
INTRODUGCTION. ...t ittitte e e ettt e e ettt e e s mme e e e e s sstee e e s et e eeeassnbeaeeeasssaeeensnneeessnsnenaenns 1
1.1 Background Of the STUY ..........cooeiiii i 1
1.2 Statement of the Problem ...............u e 7
1.3 Objectives of the StUAY ........oooee i 9
1.4 Value Of the STUAY .....cooiiiiiiiiii e 9
CHAPTER TWO ...ttt ettt ettt e ettt e e s me e e e s eee e e 10
LITERATURE REVIEW ...ttt ettt et e 10
2.1 INETOAUCTION ...ttt ettt e e e e e e e e e e e e e bnbnbr e e e e eeeeeneas 10
2.2 LOQIStICS OUISOUICING v.evevevieiiiieieeiieurnnsinsnnnnnsnsnnns s sss s s ses s e s ssmssssssnsnsnsnns 10
2.3 Logistics FUNCLIONS OULSOUICE..........cooeeeeiiiiiiieieeeeeeeeeee e 13
2.4 Organizational PerformancCe............ccciumeerreriurmirininiiiuiereiernnn .- 16
2.4 Logistics Outsourcing and Organizational Perfomance............ccccoeeeeeieiiieeeeeeen. 18
2.5 Challenges of Outsourcing LOGISLICS ........cuuuuviuiviriuiiiiiiiieiiiiiiiinninnnnennnnsnnnnneees 21
2.8 Conceptual FrameWOrK.........ccooii oo ceee it mnnmne e e eee e 22
CHAPTER THREE ...ttt ettt e e et e et e s esnnne e s annneeees 23
RESEARCH METHODOLOGY ...cceiiiiiiiiieiiiiiie e iee e eieiee e e sivee e snniae e e s snnneee e e 23
G300 11 (o Yo [T i [0 o TP 23
3.2 RESEAICN DESIGN ... .ttt n e e e e e e e e eeeeeeeee e 23
3.3 Population and SampPle ... 23
3.4 Data COlIECHION ... ettt e e e s eaeeas 23
3.5 DAtA ANAIYSIS ...ceeeeiiiiiiiiiieiieitie et eeeee et e ee et ettt et e ettt t et ta et et b et bbbt b e b e nnrne et e eeeeeeeeeeeeeeees 24
CHAPTER FOUR ..ottt ettt ettt e e s me e e e eee e e 25
DATA ANALYSIS AND INTERPRETATION ......ootiiiiiiis ceiiiiee e eiiiee s sieiee e siiee e 25



v R [ g1 (0T (U Tt i o o PP O PR PR PRUPPPPPPPPPTN 25
4.2 General INfOrmMatioN ...........ooi i 26
4.3 Extent of Logistic outsourcing among commerciabanks in Kenya..................... 29

4.4 Relationship between Logistics Outsourcing an@rganizational Performance .33

4.5 Inferential Analysis on Logistics Outsourcing ad Performance of Banks ......... 36
4.6 Challenges faced in Outsourcing Logistics in @amercial Banks........................ 42
CHAPTER FIVE: SUMMARY, CONCLUSION AND RECOMMENDATI ONS..44
5.1 INETOAUCTION ...ttt e e e e e e e e e e e e e bt e b e e e e eeeeenea 44
5.2 Summary of the fINAINGS ... ..o e 44
5.3 CONCIUSION ...ttt e e e e e e e e e e e e e bt et e e e e e eeeeenans 45
5.4 RECOMMENUALIONS ... .ttt e e e e e e e e 45
5.5 Limitations of the Study and Suggestions for Fther Research ..............cccccuuu... 45
REFERENCES...... .ottt ettt ettt e e e st e e et e e e e nssaee e e s nnnaeeeas 47
APPENDICES ..ottt ettt ettt et e e ee e e et e e nbne s 51
Appendix 1: Research QUESHIONNAITE. ... e eeeeieieiee e 51
Appendix Il List of Commercial Banks in KENYA ...........uuuviiiiiiiiiiiiiiiiiiiiiiiiiiineninen. 57

Vi



Table 3.1:
Table 4.1:
Table 4.2:
Table 4.4:
Table 4.5:
Table 4.6:
Table 4.7:
Table 4.8:
Table 4.9:
Table 4.10
Table 4.11

Table 4.12:
Table 4.13:
Table 4.14:
Table 4.15:
Table 4.16:
Table 4.17:
Table 4.18:
Table 4.19:
Table 4.20:

LIST OF TABLES

Summary of Data collection and Data #sialMethods............ccoooeeeeeeeennnn. 24
RESPONSE RALE.....cuiiiii e e 25
Age and Gender Factors of the Resposdent............coooevieiiiiiiiineee e 27
Agreements with Various Inventory Mammagat Practices by Banks .......... 29
Agreements with Various Warehouse Mamage Practices by Banks........ 30
Agreements with Various Information Mgeaent Practices by Banks....... 31
Agreements with Various Material ManagatrPractices by Banks ............ 31
Agreements with Various Transport Mamaget Practices by Banks .......... 32
Agreements with Procurement Logisticadgement Practices by Banks ... 32
: Relationship between Bank Performanddmventory Management......... 33
: Relationship between Bank PerformandevVdarehouse Management ...... 34
Relationship between Bank Performanddformation Management..... 34
Relationship between Bank PerformandeMaterial Management........... 35
Relationship between Bank PerformandeTaansport Management......... 36
Bank Performance and Procurement Liogistanagement....................... 36
Coefficient of COrrelation...... .o e 37
Coefficient of DetermMiNatioN ... ... .eeeeeeeeeereeeeeiieieeeneieeeeenenerreeeeeee e 39
Multiple Regression CoefficientS ..., 39
ANOVA e mtee et e e e e e et e e s e e e nnrraea e 41
Challenges faced in Outsourcing Loggsth Commercial Banks ............... 42

vii



LIST OF FIGURES

Figure 2.1: Conceptual Framework

viii



LIST OF ABBREVIATIONS AND ACRONYMS

CBK - Central Bank of Kenya

CSCMP - Council of Supply Chain Management Professi®nal
GM - General Motors

IT - Information technology

KBA - Kenya Bankers Association

KES - Kenyan Shilling

LSP - Logistic Service Provider

SPSS - Statistical Package for Social Sciences



ABSTRACT

Outsourcing of services has become a common peaeticong commercial banks in
Kenya and this is due to the various benefits #itatue to an organisation as a result of
outsourcing. Contracting out production of goodd aervice to third party providers has
been a growing concern by organizations. The needutsourcing by organizations is to
enable them concentrate on their core businessitedj and therefore delineate the
activities that are none-core and which would beegally expensive to undertake to
other service providers. Just like other organiretj commercial banks in Kenya have
continuously been involved in the outsourcing ofimas services; amongst them the
logistic arm of their operations to other bankseTimplied need for the process of
logistic outsourcing by the commercials banks i;twease their performance level, and
therefore help improve their productivity, compgghess and profitability in general. In
the past the various studies covered have not gixtdy delved into logistics outsourcing
practises in relation to the performance of comiérganks. As a result, this study
explored outsourcing practises viz a viz the penfmmce of commercial bank in Kenya.
The population of the study in this research wathal (43) commercial banks in Kenya.
A census method was applied to come up with thepkagize since the target population
was relatively small and it involved a descriptresearch design. The primary data was
collected from Logistics and procurement managersheir equivalent by the use of a
standard questionnaire which was administered lyp‘@nd pick’ method. The response
rate was 69.8%. The results established that timenmycial banks were outsourcing
transportation management, warehouse managemematedial handling management.
The commercial banks opted to outsource their sesvdue to its advantages and its
possible influence on organizational performaneseit nables the commercial banks to
focus on their core competencies. The outsourcragtises adopted by the commercial
banks will in the long run determine their surviealthey would seek to reduce operating
costs, improved customer satisfaction and timeliveley of services to clients which in
turn will increase productivity and reduce lead dirand improved profits. The study
confined itself to commercial bank in Kenya and fimelings may not be applicable in
other sectors as a result of its uniqueness of cciad banks. It is therefore
recommended that the study is replicated in otherice sector to establish the logistics
outsourcing services and performance.



CHAPTER ONE
INTRODUCTION

1.1 Background of the Study
In recent years, the advancement in informatiohrtelogy has revolutionized the way

companies conduct business. Outsourcing of busipessesses is one of the key
outcomes of the technological advancement. Duestmformation technology intensive

business processes the potential for outsourcipgaap to be particularly high in the
banking industry. This is further enhanced by #e that most of the data in the banking
sector are in digital form coupled with the incre@sise of internet (Gewald and Dibbern

2005).

Outsourcing is defined as the use of a third paeiyher an affiliated entity within a

corporate group or an entity that is external ® ¢brporate group’ to perform activities
on a continuity basis that would normally be unalesh by the regulated entity, now or
in the future. It is the initial transfer of an ti@gy ( or a part of that activity ) from a

regulated entity to a third party or the furtieansfer of an activity ( or a part thereof)
from on third party service provider to anothesgmetimes referred to as
‘subcontracting’, in some jurisdictions , the iald outsourcing is also referred to as

subcontracting .

Outsourcing is increasingly being used as a meabsth reducing costs and achieving
strategic goals; Basle Committee (2005). Its paénhpact can be seen across many
business activities , including information techowl( e.g., application developments,
programming, and coding), specific operations(,esgme aspects of finance and

accounting, back — office activities and processamgl administration), and contract



function ( e.g., call centers). Industry reports aagulatory surveys of industry practices
indicate that financial firms are entering intoagrgements in which other firms- related
firms within a corporate group and third-party seevproviders conduct significant parts

of the enterprise’s regulated and unregulated iietsv

Activities and functions within an organizatiore @erformed and delivered in diverse
ways, some of them may be split such functionsraducts manufacturing, marketing ,
back office and distribution within the regulatedtity. The outsourcing of logistics

functions has become the obvious choice with comega@yeing for cost reduction and
value enhancement while distributing and transpgrthe product and by-products. As a
result outsourcing all or part of logistics funct®in a logistical supply chain to logistics

service providers has now become a norm acrossdhstry.

1.1.1 Logistics Outsourcing

With the ever changing financial world, banks caricates their efforts on particular

skills or core business or service and letting th®ovide non- core services. This is
referred to as outsourcing which occurs when a hesgls another party (either a related
party or an independent party) to perform businesgtions that would have been

undertaken by the bank itself. It is managemeratedfyy which  an organization

delegates major, non-core functions to a specthlarel efficient service providers, or as
Corbett (1999). Outsourcing is nothing less thae thholesale restructuring the

corporation around our core competencies and autsidtionships.

Initially, logistics outsourcing was treated as ariation of the traditional make/buy

decisions process (Maltz and Ellram, 1997). Theleass being on tactical benefits like



cost reductions, having more recently been repldmegroductivity, flexibility, speed
and innovation in developing business applicati@mgl access to new technologies and
skills (Greer, Youngblood, and Gary 1999: Bacon@9%ccording to Niemeyer (2006)
he argues that nowadays bank tend to concentratarmus functions, i.e.; funding, risk
management, liquidity management or credit decisiaking, to specific centers of
competences and take advantage of benefits relete@conomies of scale or
specialization. These centers can be locatedraitit®ome economies or abroad and can
serve affiliates of these banks located in otharntges. Logistics outsourcing does
influence not only the organizational structuresl @osts but also does an impact on
competition in banking sector. Wood and Batiz- a.a/1997) indicate also that
outsourcing in banking can indirectly stimulate @atition in banking industry. They
indicate that dynamic development of outsourcingkeis can lower the capital and scale
barriers in banking sector, as a result, weakenpetition position of key players in

banking.

1.1.2 Organizational Performance

Performance refers to output and their outcomeaimdd from process, production and
services that permits evaluation and comparisoativel goals or standards expressed
both in monetary and non- monetary terms, in tesdirterms, a performance measure is
a quantifiable expression of the amount, cost, cesalt of activities that indicate how
well or badly a firm is performing both financiallgnd non-financially (Kargar and

Parnell, 1986; Ramanujam and Venkatram, 1987).



Most banks measure their performance using finhacid non- financial measures. The
financial measure includes profit before tax anth tover while non- financial measure
focus on the issues pertaining to customers’ safiin and customers’ referrals rates,
delivery time , waiting time and employees’ tunen Financial measures are objective,
simple and easy to understand and compute, butost tases, they suffer from being

historical and are not readily available in thelpubdomain (Kerandi et al, 2014).

Outsourcing of logistics continues to play a majole in the financial industry
(Khan,2008), .Industry research and surveysrdgulation show financial outsourcing

form a significant part of the regulated and guteted activities.

1.1.3 Logistics Outsourcing and Organizational Pedrmance

The organizations performance as stated by WhesaldrHunger (2009) is an end result
of an activity and an organization performance gésuaulated end results of all the
organisation work in progress ad activities. Mamagaeasure and control organisation
performance because it leads to better asset maeageto an increasing ability to
provide customer value, to improve measures ofrorgiional knowledge and measure
of organizational performance which has an impactorganisations reputation. When
the performance of the organisations is assesbedpast management decisions that
shaped investments, operations and financing ar@suned to know whether all the
resources were used effectively, whether the @dofity of the business met or even
exceeded expectations and whether financing che@e® made prudently. The most
frequently used organizational performance incladganisation efficiency, organisation

effectiveness and industry ranking.



Organizational performance can be seen as a muigrsional construct consisting of
more than simply financial performance (Swanso®020According to Swanson (2000)
organizational performance is the valued productiugput of a system in the form of
goods and services. Organizational performancebeasubdivided into three categories;
financial performance (profit), internal non-fingac performance (production) and
external non-financial performance (customer satt&hn). Private sector organisations
strive for good financial results whereas publigasrisations are aimed at non-financial
like delivering good public services to citizens.ottBedson et al, 2005 many
organisations have been pursuing similar arrangemvéh their suppliers whereby the

companies outsource much of the products desigpéoialist design companies.

1.1.4 Commercial Banks in Kenya

A commercial bank can be defined as a company,hwtecries on, or proposes to carry
on banking business (Kenya Banking Act, 1995). Wnie constitution of Kenya
(2010), it is governed by the Companies Act, thewkdag Act, the Central Bank of
Kenya and the various prudential guidelines istiyethe Central Bank of Kenya (CBK).
Banking in Kenya started with British colonialistcafew Indian traders towards the end
of the 19" century. The first bank to start in Kenya was Nzgional Bank of India which
was re-named Kenya Commercial Bank in 1986, foltblwg the Standard Bank in 1910.
The banking sector has been changing steadily myrageas such as asset base, target
customers, marketing strategies, information teldgyy competitive strategies and their

role in the economy.



Up to the 1980s, regulation in the financial sezgiovas mainly based on restriction of
both the range of products that a bank could @ffef the nature and volume of contracts
in the geographical area in which the servicesatbel offered. The liberalization brought
about many changes, which have impacted the barkisiness both positively and
negatively. One major positive change is the lgtiof foreign exchange control. The
reforms also increased the intensity of competitonong banks (Oloo, 2007). As a
result, organizations are made to change their whgsing business so often and almost
constantly in some environments in order to rencaimpetitive (CBK, 2006) .The CBK
is responsible for formulating and implementing mi@my policy and fostering the

liquidity , solvency and proper functioning of thieancial system.

According to the Kenya Bankers Association (KBA 2Pplthere are forty three
commercial banks in Kenya with branch network innahjor towns of the county. The
banks have come together under the Kenya Bankesscéstion, which serves as lobby
for the banking sector’s interest. The KBA servefmm to address issues affecting

members.

Over the last few years, the banking sector in leehgs continued to grow in assets,
deposits, profitability and products offering. Acdimg to the Banking Survey Report of
2009 (Oloo,2009), five players —Kenya CommerciahiBaBarclays Bank, Standard
Chartered, Cooperative banks, and CFC Stanbic Bamake the main players in the
market , controlling 34% of the total customer algfs and 52% of the total assets in
the banking sector in Kenya. This growth has bagnbuted to an industry wide

branch network expansion strategy both In Kemyad in the East African community



region, automation of a large number of servie@sl a move towards emphasis on the
complex customers’ needs rather than traditioatitthe shelf banking products.
Players in this sector have experienced increasetpetition from the mobile banking.
The CBK has estimated the value of M-pesa( MobaeKing services by Safaricom
Mobile Telephone Company) transactions at KES 2®ion in December 2008 up
from KES 0.06 billion in March 2007( Oloo,2009)sudting to increased innovation

among the players and new entrants thiomarket ( CBK,2006).

1.2 Statement of the Problem

Logistics outsourcing involves a relationship betw a company and a Logistic service
provider which compared with basic logistics seegi has more customized offerings
encompassing a broader number of a service aetivitharacterized by a long term
orientation and thus is rather strategic in natlitee profitability of commercial banks
depends heavily on their performance. Due to theblpm of profitability and stiff
competition in the industry, commercial banks nezdhnovative techniques to enable
quality improvement and cost reduction in order gain or maintain competitive
advantage and avoid elimination from the marketa@ja et al., 2012). The front runners
of logistics outsourcing were the commercial banks developed countries
(Schniederjans & Cao, 2006). Dickerson (2004) Safinand Chen (2003) have noted
that the banking industry tended to rush to outsmwvithout adequate information thus

calling for a further study.

Despite the growth in logistics outsourcing, ist8l an emerging business area in many

countries, Jiang and Qureshi (2006), points outtti@ results of logistics outsourcing is



still vague and an unexplained puzzle hence thes ledighis study. Kirui (2001) found

out that ¥ party logistics providers are ahead of manufaetudompanies that operate
logistics departments on quality implementation amgrovement issues in logistics
services. However this study was done on manufagiwompanies. Barako and Gatere
(2008) noted that banks have increasingly beengengan outsourcing however there is
no regulation guiding outsourcing. Rono (2011) ot that the concept of outsourcing
arrangement is increasingly becoming complex argl en@otential to transfer risks to
management or to third parties who may not be eggdl This calls for further study on

how logistics outsourcing may affect the performeatcommercial banks.

Mulama (2012) found out that large manufacturingn§ had adopted transportation
management, warehouse management and materiairfganthtnagement. However this
study was done on large manufacturing firms. Mwg@@i12) found out that there are
benefits of outsourcing some of the logistics fiort. However there are numerous
challenges which do demonstrate the need for fursearch to develop a good logistics
outsourcing framework in the supply chain manageémkrnvas out of these existing
research gaps that more information is needed terstand the effect of logistics
outsourcing and the challenges encountered. Thay sherefore sought to answer the
following research questions: What is the extenlogfstics outsourcing in commercial
banks in Kenya? What is the relationship betweerstics outsourcing and performance
of commercial bank in Kenya? What are the challengk outsourcing logistics in

commercial banks in Kenya?



1.3 Objectives of the Study
This study sought to achieve three objectives:
i. To determine the extent of logistics outsourcingoagh commercial banks in
Kenya;
ii. To determine the relationship between logisticssoutcing and performance of
commercial banks in Kenya; and
iii. To establish the challenges faced in outsourcigisiis in commercial banks in

Kenya.

1.4 Value of the Study

Commercial banks and financial institutions woblehefit from the insights  with

respect to this study in their policy formulaticand implementation in their strategic
plan with respect to continuous improvement afskgistics outsourcing in order to
create competitive advantage and optimize resousee in order to serve their clients

better and improve on their performance .

The government and the Central Bank of Kenya ahdratrganizations are expected to
use the findings in policy formulation and implertedion with respect to logistics

outsourcing by commercial banks in Kenya.

The finding of the study are expected to help neteas and academicians wishing to do
studies or further research on this subjecthenfuture as it will identify some of the

research gaps in areas related to logisticoautsig and organizational performance.



CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction

This chapter will provide information from publicats on the related topics as well as
theories related to Logistics outsourcing. It veidamine findings from various scholars
and authors about logistics outsourcing. The chmapiié cover the theories of logistics
outsourcing, levels of logistics outsourcing, am tlogistics outsourcing practices,
benefit of logistics outsourcing to firm performanperformance measures and lastly the

knowledge gaps and conceptual framework.

2.2 Logistics Outsourcing

Logistics outsourcing involves a relationship bedswea company and LSP (logistics

service provider).In 2005 the Council of Supply @haanagement Professionals

(CSCMP 2005) defined logistics as ‘that process phens implements, and controls the

efficient, effective forward and reverses flow atdrage of goods, services, and related
information between the point of origin and themadf consumption in order to meet

customers’ requirements.”

On the other hand outsourcing is seen as a mesmgthwhich a business condition or a
problem can be alleviated in a manner that is nedfieient or effective than in-house
performance of logistics functions. Cognitive mation involves careful analysis of
alternatives or a well thought out corporate polimmgicating that outsourcing is the best

path for a company (De Boer, Gayfan, and Arroyo&00

10



It is defined as the operation of shifting previgusiternally guaranteed transactions to
an external supplier through a long term contreerjdently involving the transfer of staff
to the vendor. Raiborn et al (2009) describe outsog as the act of turning to an
external organisation to perform a function presiguperformed in-house. The
outsourcing process is a complex structure congisbf numerous activities and sub
activities; it therefore does bring about some rganal dilemmas dues to the additional

costs.

Transaction cost refers to the costs of physicdllmmman resources incurred in order to
complete an exchange of goods and services betpagéas. It is generally accepted as a
useful framework for analyzing logistics and outsing decisions (Hobbs 1996;

Andersson 1997). Factors that contribute to tlwests include opportunist’'s behavior,

the search for the ‘true’ price at which purchaseght to take place, and the need to
discover the ‘true’ quality of goods and servicEgcessive transactional cost may be
transferred to other units in the organizationsn®action cost proposes that firms exist
in order to maximize profits by reducing transactexdded cost through three different

forms of governance structures, market.

Agency theory on the other hand is the contractieuwhich one or more persons ( the
principals ) engage another person ( agent) ettopm some of the services on their
behalf which involves delegating some decisiorkingaauthority to the agent ( Jensen
and Meckling 1976). The principal cannot monitoe thctions or activities of the

organisation without a cost, two agency problemssdarise; adverse selection and moral

hazard. adverse selection refers to the probleat the principal cannot determine if the

11



agent accurately represents his ability tol®work for which he is being paid;
moral hazard refers to the problem that the gpalccannot be sure if the agent has put

forth maximum effort( Eisanhardt 1989).

Resource based theory developed by Barney JJB94 and is based on the factors that
enable a firm to gain competitive advantage. Tle®my argues that firms earn sustained
competitive advantage because they have accedsategic resources. This resources
have four characteristics, they are rare (compstitan’t obtain them) valuable (generate
high returns), cannot be imitated, and have noectpbstitute. When these conditions are
met, competitive advantage has been created (R&idsartler, 2001). This has led to

firms drastically changing the manner in which tleeynduct business and thus coming
up with ways of exploring various means of orgamgziheir operations. All these actions
cannot be explained from the perspective of reduan eliminating transaction cost

alone. The decisions to outsource may be driverthigyneed to focus on the core

competencies by engaging more specialized firntaty out peripheral operations.

Systems theory focuses on organization and intertignce of relationships. The early
works of von Bertalanffy (1950; 1968) heralded tis® of the systems perspective to
analyse a variety of complex operations, many oiclvlare based on the central theme
that businesses are systems comprising processesB#&ftalanffy (1950; 1968) argued

that it is necessary to view and analyse diffepamts of complex operations as a whole.
A system is characterized by the interactions ®fcimponents and the nonlinearity of
those interactions. The notion of a system maydesm @s simply a more self-conscious

and generic term for the dynamic interrelatednéssomponents. The impact of actions

12



occurring at any point within the system can be lbgl the whole system. This systems
theory concept is used to explain how materialg/flcelated activities, and information
within and outside firms are so complex that thay be considered only in the context of

their interaction (Roberts and Edwards 1971).

In the network theory perspective, logistics outsog enables the firm to manage its
supply chain as a single entity through the appboaof relational contracting (Ellram
1990) and network coordination (Hakansson and Saet@95; Ford 1997). This view of
the logistics channel as a whole versus a fragrdesee of individual parts is similar to
the traditional vertical marketing systems (BuckKl®66: Scott and Westbrook 1991) and
theories of distribution channel structures andndearesearch (Stern et al. 1989). The
necessity for organizations to exchange resouses iimportant explaining factor for
inter-organizational relationships in this approagtakansson and Snehota 1995).
Network theory provides an explanation for the fation of different types of 3PL-client

relationships, based on the extent of contractoaddtions and freedom.

2.3 Logistics Functions Outsourced

The need for outsourcing has grown over the lastdecades as there is an increase in
global competition , downsizing , the move totBatorganizations, the need to reduce
costs, improve quality ,service and delivery, orgaional focus , increase flexibility |,

facilitate changes and the emphasis on core comgete(Fan 2000).

The organization of market places has shifted fymme hierarchy and market based
modes to hybrid arrangements involving significaenhdor participation (Fritsch and

Wullenweber, 2007).Some of the Logistics outsowgcipractice include Inventory

13



management, Warehouse management, and Informatdoageament, Material handling

management, Transport management and Logisticsigoents practices.

Inventory management - Inventory management inglpmoviding the required

inventory levels that will sustain the organizatgdaily operations at minimum costs.
This covers issues like determining the level otktto order, when to order, establishing
receipt and inspection procedures and providinggragtorage facilities. Without proper
stock control procedures in place, firms are likedyface two undesirable inventory
levels. That is to say excessive/ high levels ekmory or inadequate/ low levels of

inventory (Dickerson 1995).

Warehouse management-Warehouse management of aldgistics system stores
product (raw material parts, good in progress angHed goods) at end between the
points of origin and point of consumption. It plamsveekly activity forecast on such
factors as statistics and trends. It is also ddfiae the systematic location, storage and
recording of goods in such a way that desired degfeservice can be made to the

operating shops at a minimum ultimate cost” (S.@r8fa (1999).

Information Management -Information Management he thandling of information
acquired by one or many different sources in a thiay optimizes access by all who have
a share in that information or a right to that mfation. With companies outsourcing
significant portions of their business operatiosach as supply chain management),
information systems can play an important role. €&ehMotors (GM) is one company
that outsourced many of its information technoldtly) operations in 2003. Doing so

required coordinating operations and informatiorstey;ns among GM's internal IT

14



operations and numerous other companies. One naglr in this process has been

standardizing information technology and otherwsafe processes.

Material Handling Management - Material handlinghis science of movement, handling
and storage of material during transportation. Reepn move material by lifting the

items directly or with the use of Material Handliaguipment such as handcarts, slings,
and other handling accessories. Material can aksonbved using machines such as
cranes and forklifts. These are generally used wieavy materials need to be moved
(Mulama, 2012). Material handling requires systematcording, critical review and

overseeing of all related activities to eliminate many unnecessary movements as
possible. It is a primary activity in all industieand involves numerous people and

specialized material handling equipment.

Transport Management Logistics service provideesvadely used in practise (Lieb and
Bentz 2005; Langley, Sykes et al.2006; Lieb 20@8)tfansportation services as well as
the management of the transport companies proviti@gervice (Hannon 2006; Hannon
2008). Logistics can have a great influence ongoerédnce of the firm. If inbound
material flows from the supplier are erratic, thvenfs internal operation will not be able
to sustain their production strategies withoutghHevel of safety stock. Similarly, if the
flows of the finished goods to the customer araterrthe firm’s customer base will be
dissatisfied. Thus, the performance of the firndgistics operation can significantly

influence both the cost and revenue of an operation

Procurement Logistics- It consists of activitiextsias market research, requirements

planning, make-or-buy decisions, supplier managénodering, and order controlling.
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The targets in procurement logistics might be aattory: maximizing efficiency by
concentrating on core competences, outsourcingewhdintaining the autonomy of the
company, or minimizing procurement costs while maxing security within the supply

process, Mulama (2012).

2.4 Organizational Performance

The business environment in which organizations agrerating in currently is highly
competitive, rapidly changing courtesy of InfornoatiTechnology thus organizations
have been forced to consider, and adopt or impleneemwide variety of innovative
management programs and techniques. One such pralgea has been used extensively

is Benchmarking (Nyaoga et al., 2012).

Performance is focused behavior or purposeful wBtkdman, 2008). That is, jobs exist
to achieve specific and defined results (outputs)l @eople are employed so that
organizations can achieve those results. Thisri®mpeed by accomplishing tasks. High-
performing organizations actively identify “key fmmance indicators,” and measure
their progress against established target valuagbdse indicators, as a way of measuring

their effectiveness.

The key indicators are the performance measuresnietrics) of the enterprise.

Performance measures are based on data, and sdhyaabout whether an agency or
activity is achieving its objectives and if proggas being made toward attaining policy
or organizational goals. In technical terms, a grenBnce measure is a quantifiable

expression of the amount, cost, or result of ansgithat indicate how much, how well,
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and at what level, products or services are pralvidecustomers during a given time

period. Measures are a tool to help understandagerand improve (Rudman, 2008).

Most organizations measure their performance usg financial and non-financial

measures. The financial measures include profibreefax and turnover while the non-
financial measures focus on issues pertaining stoaters’ satisfaction and customers’
referral rates, delivery time, waiting time and émypes’ turnover. Financial measures
are objective, simple and easy to understand angpete, but in most cases, they suffer

from being historical and are not readily availabléhe public domain.

Recognizing the limitations of relying solely ontheir the financial or non-financial
measures, owners-managers of the modern orgamgatave adopted a hybrid approach
of using both the financial and non-financial measu These measures serve as
precursors for course of actions. The combinatiohgdhese two measures help the
owners-managers to gain a wider perspective on umegs and comparing their

performance.

The most common non-financial measures adopted rggn@ations are number of
employees, growth in revenue across time, markateshnd revenue per employee.
These measures need to be reviewed and updateldriggnsuring that they remain
suitable for the changing environments, competjt@vailability of resources, meeting
the stakeholders’ needs and expectations, anatditimternal planning and target settings

(Haber and Reichel 2005).
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2.4 Logistics Outsourcing and Organizational Perfomance

The organizations performance as stated by WhesaldrHunger (2009) is an end result
of an activity and an organization performance désuaulated end results of all the
organisation work in progress ad activities. Mamagaeasure and control organisation
performance because it leads to better asset maeageto an increasing ability to
provide customer value, to improve measures ofrorgdional knowledge and measure
of organizational performance which has an impactorganisations reputation. When
the performance of the organisations is assesbedpdst management decisions that
shaped investments, operations and financing ar@suned to know whether all the
resources were used effectively, whether the @dofity of the business met or even
exceeded expectations and whether financing che@e made prudently. The most
frequently used organisational performance inclodgnisation efficiency, organisation

effectiveness and industry ranking.

Organizational performance can be seen as a muolgfsional construct consisting of
more than simply financial performance (Swanso®020According to Swanson (2000)
organizational performance is the valued productiugput of a system in the form of
goods and services. Organizational performancebeasubdivided into three categories;
financial performance (profit), internal non-finaac performance (production) and
external non-financial performance (customer satighn). Private sector organisations
strive for good financial results whereas publigasisations are aimed at non-financial
like delivering good public services to citizens.ottedson et al, 2005 many
organisations have been pursuing similar arrangeméh their suppliers whereby the

companies outsource much of the products desigpéoialist design companies.
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The efficiency and effectiveness of the logistigemtion has a considerable influence
not only on the business performance of manufacubait also on the customer’s
perception of the quality of the products and smwiprovided by the plant. If inbound
material flows from the supplier are erratic, tivenfs internal operation will not be able
to sustain their production strategies withoutghHevel of safety stock. Similarly, if the
flows of finished goods to the customer are unbddiathe firm’s customer base will be
dissatisfied. Accordingly, logistics is strateglgalmportant in many industries as it is

central to achieving competitive advantage (Bower&oss, & Cooper, 2010).

Empirical evidence suggests, however, that plantsiat always experience consistent
improvement in financial performance when outscgaome portion of their operation
(Ehie, 2001; Jiang et al., 2006; Kotabe & Murra@02). This failure may be due to
competitive priorities that emphasize dimensionseptthan cost or cost alone (i.e.
supplier retention, access to additional capaciy).second explanation relates to
mitigating and contextual factors, many of whick aroposed in the research literature.
Krizman (2009) investigated logistics specific auting based on a survey of
companies in the Slovenian market and found thgistizs involvement, knowledge
sharing, and innovation have a significant effactooitsourcing performance. Hilletofth
and Hilmola (2010) investigated the effects of #&higis outsourcing on companies in
Northern Europe and found that outsourcing of wansing, IT, and customs brokerage

could have impact on some managerial and strassgiects of supply chains.

The performance of a firm when outsourcing logssti@as been investigated using cost

related performance measures, along with operdtahr@mnel and relational dimensions
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in Knemeyer and Murphy (2004) and Deepen, Gold$tiyemeyer and Wallenburg
(2008). Earlier research largely investigates tifeiénce of relational antecedents such
as cooperation, communication, trust, opportuniddehaviour, prior satisfaction,

responsiveness, assurance, and empathy on perferimathis domain.

Firms evaluate outsourcing to determine whethereotiroperation costs can be reduced
and if saved resources can be reinvested in monpetitive process. Most of the studies
done have not fully expressed the relationship betwlogistics outsourcing practises to
the performance of commercial banks (Physica- \geteidelberg 2007). Thus this

study wishes to explore the outsourcing practigesrst the performance of commercial

banks in Kenya.

Miles and Huberman (1994) defined a conceptual éwork as visual or written product,

one that ‘explains, either graphically or in nakm@tform, the main things to be studied —
the key factors, concepts, or variables- and tresiypned relationships among them.
Mulama (2012) found out that logistics of servidems become a common practice
among organisation worldwide and this is due tovmgous benefits that accrue to a firm
as a result of logistics outsourcing. Mwangi (20i@)nd out that there are numerous
challenges of logistics outsourcing some of whighld be delays in service delivery due
to supplier inefficiencies, complication of an inhgtion supply network which in turn

may affect the organizational performance.

With the rapidly completion in the financial market Kenya, banks are extraneously
using growth performance indicators, that providem with a platform of competing

well in the markets. Different banks are thereforeating products services with the
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central aim of emerging as key players in the itrgusVhile the above is normative,
there are basically four prime indicators with whibanks evaluate the performance
levels. These are the level of profitability, brarexpansion, growth in the client base,

and the debt capital ratios held by the banks.

2.5 Challenges of Outsourcing Logistics

According to Perry (2006) questionable efficienclyen services are outsourced, either
because of the risk of suppliers reducing quabtgdmpensate for low margins arising
from the lack of barriers to entry or because afessive interest in economies of scale,
leads to organizations to distrust of suppliersligddurg (2004, P 48) in the relationship

with logistic service provider (LSP) coordinatiorffogts between the parties are

necessary, adding some other form of complexityctvldepending on its context could

turn into a serious obstacle enroute to successtsburcing.

While outsourcing is associated with various begsefit can also be a serious risk factor
(Bahli & Rivard,2003) some of the challenges ineludterface within activities, loss of
competitive base, opportunistic behavior, risingnsaction and coordination costs,
limited learning and innovation and higher procoeat costs in relation to fluctuating

currency exchange rates.

One of the most commonly cited risk is the lossaftrol (Wentworth 2003, Bardi &
Tracey 1991). Other authors point to the complexityoutsourcing projects as one
immanent and a significant challenge. According Melvor (2000), the strategic
dimension of outsourcing projects is often negleéctieading to sub-optimal result based

on the short term reasons of cost reduction aphaty issues. He concludes that
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problems frequently occur because complex issues, a&s a formal outsourcing process,
an adequate cost analysis and a thorough defirofitime own core business has not been

paid sufficient attention.

2.8 Conceptual Framework

The organizational performance of commercial bgdkpendent variable) is as result of
various logistic outsourcing factors (independeatiable). However, other auxiliary
practices describe the scope of the independeiablar Figure 2.1 shows the conceptual

framework, which describes the relationship betw&entwo sets of variable.

Figure 2.1: Conceptual Framework of Logistics Outsorcing and Performance of
Commercial Banks in Kenya.

Independent Variables DependentN&able

Inventory management
Warehouse management
Information management
Material handling management Organizational Performancg
Transport management
Procurement Logistics
management [

Source: Research Data (2014)

22



CHAPTER THREE
RESEARCH METHODOLOGY

3.1 Introduction
This chapter presents the research methodologysapplied in conducting the study.
It discussed the research design, target populas@mpling design, data collection and

techniques for data analysis.

3.2 Research Design
The study involved a descriptive research desigocofding to (Salaria, 2012)
descriptive research is devoted to gathering armétion about prevailing conditions or

situations for the purpose of description and prietation.

3.3 Population and Sample
The study population included all the commerciatksain Kenya. According to CBK
there are 43 Commercial Banks actively operatingenya (see appendix Il). Since the

target population was relatively small a census pvaposed.

3.4 Data Collection

The primary data was collected from Logistics anocprement managers of all the 43
commercial banks in Kenya. The Logistics ManagesRrocurement Managers or their
equivalents were considered appropriate. The dataoellected by the use of a standard
guestionnaire that was administered by ‘drop am#t’pnethod. The questionnaire was
in the form of Likert scale where respondents werglired to indicate their views on a
scale of 1 to 5, (Kothari 2004). The questionnaoatained 4 sections: Section contained
data on the company profile; Section B had datasomgzgy the extent to which
commercial banks in Kenya had done logistics outsng; Section C contained data on
the relationship between logistics outsourcing arganizational performance whereas

section D covered data on challenges of logistitsaurcing in commercial banks.
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3.5 Data Analysis

The data was analyzed by the use of descriptiieststa and regression analysis. The
descriptive techniques was used to generate fretggenmean and percentages for
objectives one and three while the regression amncklation analysis used multivariate
regression model to link the independent varialiteshe dependent variable. The
researcher utilized Statistical Package for So&aiences (SPSS) software. The
following regression equation was used. P= a +lbfxb2x2 + b3x3 + b4x4 + b5x5 +
b6x6 +e Where: P= Organisation Performance; atiercept, bl, b2, b3, b4, b5 and
b6 are regression coefficient of respective vaespk is the error term; x1= Inventory
Management; x2= Warehouse Management; x3= Infoamdflanagement x4= Material
Handling Management x5= Transport Management amd R®curement Management

as shown in Table 3.1

Table 3.1: Summary of Data collection and Data Angkis Methods

Section Questionnaire Data Analysis

Objective 1 Section B Descriptive Statistics
Objective 2 Section C Regression & Correlation Asisl
Objective 3 Section D Descriptive Statistics

Source: Research Data (2014)
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CHAPTER FOUR
DATA ANALYSIS AND INTERPRETATION
4.1 Introduction
This chapter provides the data analysis, presentand interpretation of the results of

the study as set out in the research methodolofg. durpose of the study was to
investigate the relationship between logistics autsing and performance of commercial
banks in Kenya. The study used primary data thas wallected through a self-
administered questionnaire that consisted both apéerclosed ended questions that were
designed to elicit specific responses for qualimtnd quantitative analysis. The data
obtained was fed into SPSS version 21.0 and usedrtpute the ratios used as proxies
to measure the relationship between logistics amtsog and performance of commercial

banks in Kenya.

4.1.1 Response Rate

The study targeted the logistics managers and peotent managers or their equivalents
working in the 43 commercial banks in Kenya. Frdms tpopulation a sample of 43

respondents (one respondents from each of the bdrdta the target population in

collecting data with regard to the relationship westn logistics outsourcing and
performance of commercial banks in Kenya. The dgomsaire return rate results are
shown in Table 4.1.

Table 4.2: Response Rate

Response Frequency Percentage
Responded 30 69.8
Not responded 13 30.2
Total 48 100.

Source: Research Data (2014)
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According to the results depicted in Table 4.1,08® of the 43 respondents from the
commercial banks in Kenya respondents filled in asttirned the questionnaire. The
response rate achieved for the questionnaire wa®©9This response rate was quite
commendable and was made a reality by the facttligaresearcher administered the
guestionnaires by himself to the commercial barikkis was valid and reliable

representation of the targeted population hencequade for the study analysis.
According to Mugenda and Mugenda (2003) 50% respoate is adequate for analysis
in descriptive study. This is further supported@rgswell (2003) who provides guidance

that a 40% response rate is adequate.

4.2 General Information

The study found it crucial to ascertain the broafbrimation of the respondents and
their organizations since it structures the chautger which the study can fairly
entrance the pertinent information. The analysigedeon this information of the

respondents so as to classify the different resadtording to their knowledge and
responses. They are presented in this section udeerographic characteristics of

respondents, organizational structure,

4.2.1 Demographic Characteristics of Respondents
The study sought to find the demographic charattesi of the respondents in order to
understand the population dynamics. The aspecesiigated here are age and gender of

the respondents. The findings are presented itatile below.
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Table 4.3: Age and Gender Factors of the Respondent

Factor Variable Frequency Percentage

Gender Male 16 53.3
Female 14 46.7

Age Under 30 years 18 60.0
31-40 vyears 9 30.0
41-50 years 3 10.0
Over 50 years 0 0.0

Source: Research Data (2014)

Table 4.2 shows the gender and age factors of rtiogees in Commercial Banks in
Kenya. Accordingly, 53.3% of the respondents wesdemvhile 46.7 were female. The
findings imply that the views expressed in thegdifigs are gender sensitive and can be
taken as representative of the opinions of bothdgenas regards to the relationship

between logistics outsourcing and performance ofroercial banks in Kenya.

In addition, an overwhelming majority of the resgdents were less than 30 years of age
as represented by 60% response shown in table3@%2, of them were between 31-40
years while only 10% were aged between 41-50 yaldrsThere were no respondents of
age above 50 years. This depicts that commercigtsom Kenya have a more youthful
employees hence can contribute constructively i $tudy on the relationship between

logistics outsourcing and performance of commeiuzaiks in Kenya.

4.2.2 Organizational Structure
The length of service/working in an organizatiortedmines the extent to which one is

aware of the issues sought by the study. As wék length of operation of an
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organization determines its orientation in the stdy of operation. In this regard the

length of operation of the respondents and thgjaoizations were assessed in the study.

Table 4.3: Year Factors of the Respondents and threiRespective Organizations

Factor Variable Frequency Percentage

Years worked in|Lessthan5 years 17 56.7

the organization 5-10 years 10 33.3
Over 10 years 3 10

Years of existencg Less than 5 yea 0 0

of an organization | 6-10 years 4 13.3
1115 years 6 20
Over 16 years 20 66.7

Source: Research Data (2014)

Table 4.3 shows that 56.7% of the respondents haweked in their respective

commercial banks for less than 5 years, 33.3% @hthad worked between 5-10 years,
while the remaining portion (representing 10% af surveyed population) have worked
in the commercial banks for a period of more th@nygars. This shows that majority
respondents had enough work experience in the bamishence were conversant with

issues sought by the study.

Further, of all the commercial banks sampled, nbag existed for less than 5 years.
Particularly, majority of the respondents, shown@#y7% unanimously indicated that
their commercial banks had been in existence forentban 16 years, 20% of them
recapped that have existed for between 11-15 yeduite 13.3% of the banks have been
in operation for a period of 6-10 years. This deptbat the commercial banks in Kenya
have been in existence for 16 years thus had bperating in the industry for a long

time hence are better placed to respond to thesssought by this study.
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4.2.3 Geographical Operation of the Commercial Barkin Kenya

The study sought to find out Commercial Banks inny@ with branches in other

countries. According to the study, 53.3% of thepoeglents operate in other countries
outside Kenya while 46.7% operate in Kenya onlyjdviy of the banks have operations
in other countries like the entire of Africa (mainUganda, Tanzania, South Africa,
Zambia, Botswana, Rwanda, South Sudan, Ghana, BwdaVauritius, Seychelles and
Malawi), UK (London and Jersey), USA, Japan, Fraiew Zealand, Belgium, lItaly,

Hong Kong and Sultanate of Oman among others.

4.3 Extent of Logistic outsourcing among commerciabanks in Kenya
The first objective of the study was to determihe extent of logistics outsourcing

among commercial banks in Kenya. As such the respus were required to indicate
their level of agreement with various statements tbe extent to which their

organizations had been practicing the various tmgipractices.

Table 4.4: Agreements with Various Inventory Managenent Practices by Banks

Inventory Management Mean Std.

Deviation
Proper flow of inventory 3.7000 .79438
Inventory accuracy has been achieved 3.8333 .83391
Good inventory turns/ proper space utilization 868.7 .81931
Good housekeeping practices have been achievetehy3t8333 .83391
org

Source: Research Data (2014)

According to the results depicted in Table 4.4, argj of the respondents agreed that

there have been good inventory turns/ proper spticzation to large extent as shown by

29



a mean score of 3.8667, inventory accuracy has aekieved to large extent as shown
by a mean score of 3.8333, good housekeeping peactiave been achieved by the
organizations to large extent as shown by a meane sif 3.8333 and there is proper flow

of inventory to large extent as shown by a meamnesab3.7000.

Table 4.5: Agreements with Various Warehouse Manageent Practices by Banks

Warehouse Management Mean Std.

Deviation

Proper receipt procedures have been undertakstaffy | 3.8000 96132

Less damages to commodities due to proper storage | .8333 | .83391

Staff welfare has been achieved due to implemientatf | 3.9000 .84486

health and safety standards

Source: Research Data (2014)

From the results shown in Table 4.5 above, thers agreement from most of the
respondents that there has been staff welfare é&s &chieved due to implementation of
health and safety standards to large extent asrshgva mean score of 3.9000, there are
less damages to commodities due to proper stomafggde extent as shown by a mean
score of 3.8333 and proper receipt procedures baea undertaken by staff to large

extent as shown by a mean score of 3.8000.
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Table 4.6: Agreements with Various Information Managyement Practices by Banks

Information Management Mean Std.
Deviation
Visibility = between various departments in th&8667 .77608
organization
Paperless operation in the organization 3.8000 6886
Availability and proper flow of information in the4.0000 74278
organization
My organization utilizes information technologyn |i3.8667 .81931
coordinating its activities with suppliers

Source: Research Data (2014)

According to the study results, majority of the pmsdents agreed that through
outsourcing in their banks there has been avaitgbdnd proper flow of information in
the organization to large extent as shown by a nseare of 4.0000, as well as visibility
between various departments in the organizatiolarige extent as shown by a mean
score of 3.8667, their organizations utilizes infation technology in coordinating its
activities with suppliers to large extent as shdoyra mean score of 3.8667 and there has
been paperless operation in the organization gelaxtent as shown by a mean score of

3.8000.

Table 4.7: Agreements with Various Material Managerent Practices by Banks

Material Management Mean Std. Dev
Quality check on the materials 3.8000 .84690
Adoption of modern storage infrastructure 3.8000 051%

Efficiency due to use of modern material hargllir3.7333 .86834
equipment
The supplier to the organization show compliancthwB.7333 .82768
particular regulations such as emissions capgartdaus
material labeling , product specification and hawvin
environment related documentation, this has entiance
quality of the product delivered
Source: Research Data (2014)
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As shown in Table 4.7, majority of the respondemtsapped that due to outsourcing
there has been quality check on the materials, tadopf modern storage infrastructure,
efficiency due to use of modern material handlimgiipment and the supplier to the
organization show compliance with particular regjalss such as emissions caps,
hazardous material labeling, product specificatemmd having environment related
documentation, this has enhanced quality of thelypbdelivered as shown by mean

scores of 3.8000, 3.8000, 3.7333 and 3.7333 rasphct

Table 4.8: Agreements with Various Transport Managenent Practices by Banks

Transport Management Mean Std. Dev
Vehicle scheduling has improved 3.4333 .85836
Route optimization has been achieved 3.5667 .89763
Fleet tracking tools have increased vehicle iisib 3.5000 .90019

Source: Research Data (2014)

From the study, the respondents opined that roptienzation has been achieved to a
large extent as shown by a mean score of 3.566 flegidtracking tools have increased
vehicle visibility to large extent as shown by aamescore of 3.5000 while they indicated
that vehicle scheduling has improved to a modegatent as shown by a mean score of
3.4333.

Table 4.9: Agreements with Procurement Logistics Maagement Practices by Banks

Procurement Logistics Management Mean Std. Dev
My organization practices transparent sourcirfg 329333 .78492

suppliers
Good supplier relations is maintained by the oizgtion | 3.9333 90719

Effective information delivery is maintained withe| 4.0333 .76489
supplier of services and provider

In the assessing the potential outsourcing seryittes| 4.0000 78784
organization’s benchmarks to determine whether |the
company meets your targets
Source: Research Data (2014)
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According to the results shown in table 4.9, thiowgtsourcing, effective information
delivery is maintained with the supplier of sees and provider to a large extent as
shown by a mean score of 4.0333, in the assedsingdtential outsourcing services, the
organizations’ benchmarks to determine whethectmpany meets the targets to a large
extent as shown by a mean score of 4.0000, thean@tions practice transparent
sourcing of suppliers to a large extent as showra bbgean score of 3.9333 and good
supplier relations is maintained by the organarato a large extent as shown by a mean
score of 3.9333. In general, a large number ofaredents said that there’s a large extent
of material management, transport management araiment logistic management in

commercial banks in Kenya.

4.4 Relationship between Logistics Outsourcing an@rganizational Performance
In its second objective the study sought to find éxtent to which commercial banks
have been practicing various logistics practicastae results are shown in the following

sections.

Table 4.10: Relationship between Bank Performancena Inventory Management

Inventory Management Mean Std. Deviation
Logistics outsourcing has led to reduction in laate 3.9000 .66176

Logistics outsourcing has made the organization | 3@667 .66868

achieve timely delivery of services to clients

Orders and deliveries are easily processed to alalals | 3.9667 .71840
Source: Research Data (2014)

The results depicted in Table 4.10 show that migjofi the respondents agreed with that
logistics outsourcing has made the organizatiorectoeve timely delivery of services to

clients to a large extent as shown by a mean swoB9667, orders and deliveries are

33



easily processed to avoid delays to a large eseshown by a mean score of 3.9667 and
logistics outsourcing has led to reduction in |¢ade to a large extent as shown by a
mean score of 3.9000.

Table 4.11: Relationship between Bank Performancenal Warehouse Management

Warehouse Management Mean Std dev.

Database of the supplier can be easily maintained .8663 .73030

All activities and processes are pulled into a @&@nt3.7667 .67891

database

Incoming stocks are properly recorded after reogiyi3.8667 .77608

from suppliers

Stock bins and other recording methods a well ecddin | 3.8000 .66436
Source: Research Data (2014)

Further, the respondents agreed that database stigplier can be easily maintained to a
large extent as shown by a mean score of 3.866@mimg stocks are properly recorded
after receiving from suppliers to a large extensta@wvn by a mean score of 3.8667, stock
bins and other recording methods a well enhancedlémge extent as shown by a mean
score of 3.8000 and all activities and processespatied into a central database to a

large extent as shown by a mean score of 3.7667.

Table 4.12: Relationship between Bank Performancena Information Management

Information Management Mean Std dev.

The organization has achieved the use of modenninoo3.7667 .85836
offering its services
Sharing of information improves organization&.9000 71197
performance
Information moves faster and this reduces lead imtbe | 3.9667 .61495
organization
Maximum security is accorded against informatighO000 58722
proliferation

Source: Research Data (2014)
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With regard to information management, the respotsdagreed that maximum security
is accorded against information proliferation, mhation moves faster and this reduces
lead time in the organization, sharing of inforroati improves organizational
performance and the organizations have achievedsté®f modern tool in offering their
services to large extents as shown by mean score9@00, 3.9667, 3.9000 and 3.7667

in that order.

Table 4.13: Relationship between Bank Performancenal Material Management

Material Management Mean Std dev.

All incoming material are adequately safeguarded 53383 .86037

A database for all receivables and outgoing mdtésia3.8333 .74664
available

Adequacy in staffing to undertake material managense 3.8667 .93710
in place

Material tendering and purchases done on merit 63.86 .81931
Source: Research Data (2014)

Table 4.13 shows the results on the respondenteeatent with statements concerning
the organization performance in relation to matenanagement outsourced in the banks.
Majority of the respondents recapped that adequacstaffing to undertake material

management is in place to a large extent as shgwan hean score of 3.8667, there is
material tendering and purchases done on meritleoge extent as shown by a mean
score of 3.8667, a database for all receivablescatdoing material is available to a

large extent as shown by a mean score of 3.833alamtoming material are adequately

safeguarded to a large extent as shown by a meas a3.5333.
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Table 4.14: Relationship between Bank Performancenal Transport Management

Transport Management Mean Std dev.
Monitoring of stock movement is made easier 3.700095231
Organization applies optimal transport system 37766 .81720

Adequate logistical function is one core attribirtethe | 3.8333 .74664
organization
Source: Research Data (2014)

In regard to transport management, majority of tbgpondents agreed that adequate
logistical function is one core attribute in thganizations to a large extent as shown by
a mean score of 3.8333, organization applies optimasport system to a large extent as
shown by a mean score of 3.7667 and monitoringagksmovement is made easier to a
large extent as shown by a mean score of 3.7000.

Table 4.15: Bank Performance and Procurement Logigts Management

Procurement Logistics Management Mean Std dev.
Logistics outsourcing leads to higher profitability 3.6000 .89443
Logistics outsourcing has led to overall sustailitgbof | 3.8000 .80516
the firm
Logistics outsourcing has improved productivity (€3]] 46609
The organization recognizes the role of logistigsits | 3.6667 54667
functions

Source: Research Data (2014)

From the study majority of the respondents recappatllogistics outsourcing has led to
overall sustainability of the firm, logistics outscing has improved productivity, the
organization recognizes the role of logistics ® fiinctions and logistics outsourcing
leads to higher profitability to large extents aswn by mean scores of 3.8000, 3.7000,

3.6667 and 3.6000 respectively.

4.5 Inferential Analysis on Logistics Outsourcing ad Performance of Banks
The study sought to complement the descriptiveyaisaby carrying out an inferential

statistics analysis. This involved carrying out altiple regression analysis and a
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correlation analysis. Pearson’s product momentetation analysis was used to assess
the relationship between the variables while mldtiggressions was used to determine

the predictive power of the factors on the procueenprocess

4.5.1 Coefficient of Correlation
To quantify strength of the relationship betweee thariables, the study used Karl

Pearson’s coefficient of correlation.

Table 4.16: Coefficient of Correlation

Variables

S . n — — — — — -
582 5|o5/<5| 5| 5|8 &
TS S| ~E| SE| 8E S cE | g E
NED®| 58108/ 88 |83 38|89
c52| 22 |G ER |58 L S =
o552 25| 83| S3 |58 | 83| O
Ool | Ee|=2€e|l5€ |=€ |FE|aoE

Organizational 1 507 | .136| .181 272 166 .235

Performance (of the

Banks)

(p) Sig. (2-tailed) . 135 | .708| .616 A47 214 .076
Inventory .507 1 .295| .208 277 A74  .205
management

(p) Sig. (2-tailed) 135 . .009| .494 .359 1300 .478
Warehouse 136 295 | 1 .267 .098 .023 .103
management

(p) Sig. (2-tailed) .708 .009 | . 377 751 864 .435
Information 181 .208 | -.2671 228 235 | .097
management

(p) Sig. (2-tailed) .616 494 | .377] . 453 076/ .461
Material 272 277 | .098| .228 1 1460 213
management
(p) Sig. (2-tailed) 447 359 | .751| .453 . 273 .102
Transport .166 235 | .023| .235 .146 1 123
management
(p) Sig. (2-tailed) 214 .076 | .864| .076 273 335
Procurement 174 .205 | .103| .097 213 123 1
logistics management
(p) Sig. (2-tailed) .130 A78 | .435| .461 .102 .335

Source: Research Data (2014)

37



The researcher used the Karl Pearson’s coeffic#ntorrelation (r) to study the
correlation between the study variables and thdirfiggs. Pearson’s correlations analysis
was then conducted at 95% confidence interval &oadcénfidence level 2-tailed. Table
4.15 above indicates the correlation matrix betwenfactors (inventory management,
warehouse management, information management, ialateandling management,
transport management and procurement logistics gesment) and performance of the
commercial banks in Kenya. According to the taliteere is a positive relationship
between performance of commercial banks and prosemelogistics management with a
correlation value of 0.235, between performanceébaiks and transport management
with a correlation value of 0.166 as well as perfance of commercial banks and
material management with a correlation value o¥P.2n addition, there exist a positive
correlation between performance of commercial bamkd information management,
warehouse management and inventory managementgsfitonde 0.181, 0.136 and 0.507
respectively. The positive relationship indicateattthere is a direct correlation between
the aspects outsourced and the performance of coriahdéanks with inventory
management having the highest value and warehoasmgament having the lowest

positive correlation value.

4.5.2 Regression Analysis

In addition, the researcher conducted a multipjeession analysis so as to determine the
relationship between the six variables and perfomeaof commercial banks. The
researcher applied the statistical package forabaciences (SPSS) to code, enter and

compute the measurements of the multiple regresdamrthe study.
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Table 4.17: Coefficient of Determination
Model R R Square | Adjusted R Square| Std. Error of the Estimate
1 792 (a) 627 .303 125

Source: Research Data (2014)

Predictors: (Constant), inventory management, warehouse mamage information
management, material handling management, transpanagement and procurement

logistics management.

The six independent variables that were studiede(itory management, warehouse
management, information management, material hamdimanagement, transport
management and procurement logistics managemeplgie 62.7% of the performance
of commercial banks as represented by theTRis therefore means the six independent
variables only contribute about 62.7% to the pentomce of banks while other factors not

studied in this research contribute 37.3% of théopmance of the banks in Kenya.

Table 4.18: Multiple Regression Coefficients

Unstandardized | Standardized |t Sig.

Coefficients Coefficients

B Std. Beta

Error

(Constant) 1.646 2.993 .550 .621
Inventory management .165 .647 170 .255 .0315
Warehouse management 119 .28[1 .029 .067 .0481
Information management .708 .632 .602 1.121 .0140
Material management .130 .687 .092 .189 .03p2
Transport management 482 .857 .360 .563 .0237
Procurement logistics .327 222 .016 077 .0339
management

Source: Research Data (2014)
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The researcher conducted a multiple regressionysisalso as to determine the
relationship between logistics outsourcing and grernce of commercial banks in
Kenya. As per the SPSS, the equati¥n=(fo + B1X1 + PoX2 + B3Xs + PaXgt PsXst

BsXet+ €) becomes:

Y=1.646+ 0.165 X+ 0. 119 %+ 0.708 X%+0.130X%+ 0.482X%+ 0.327%

Where Y is the dependent variable (performancédefitanks in Kenya), X1= Inventory
Management; X2= Warehouse Management; X3= InfoonatManagement X4=
Material Handling Management X5= Transport Managemend X6= Procurement

Management.

According to the regression equation establisheaking all factors (inventory
management, warehouse management, information rmamey, material handling
management, transport management and procurengstide management) constant at
zero, the performance of banks will be 1.646. Ta dindings analyzed also shows that
taking all other independent variables at zeropiaincrease in information management
will lead to a 0.708 increase in the performancearimercial banks. A unit increase in
transport management will lead to a 0.482 increagerformance of commercial banks;
a unit increase in procurement logistics managemelhtiead to a 0.327 increase in
performance of commercial banks; a unit increagevantory management will lead to a
0.165 increase in performance of commercial bar&ksunit increase in material
management will lead to a 0.130 increase in perdoca of commercial banks, while a

unit increase in warehouse management will leaa @119 increase in performance of
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commercial banks. This infers that information n@eraent contributes more to the

performance of commercial banks followed by tramsp@nagement.

At 5% level of significance and 95% level of comfitte, warehouse management had a
0.0481 level of significance, material managemead h 0.0322 level of significance,
inventory management showed a 0.0315 level of fogmice, transport management had
0.0237 level of significance, procurement logistmanagement had a significance of
0.0339 while information management had a 0.0146l lef significance hence the most

significant factor in determining the performanéeoammercial banks in Kenya.

4.5.3 ANOVA Test

Table 4.19: ANOVA

Model Sum of | df Mean Sig.
Squares Square
1 Regression | 2.534 2 1.267 54.455 024
Residual 9.307 40 2.327
Total 3.465 42

Source: Research Data (2014)

From table 4.19 above, the significance value @24@which is less that 0.05 thus the
model is statistically significance in predictingwh inventory management, warehouse
management, information management, material hagpdimanagement, transport
management and procurement logistics managemerctathe performance of

commercial banks in Kenya. The F critical at 5%elesf significance was 3.23. Since F
calculated is greater than the F critical (valu#4455), this shows that the overall model

was significant.
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To be able to quantify the reliability of the estiims the study made assumption of
linearity, the assumption of independence (Durbigitd¥n test indicated a result of 2.123
meaning that there was no auto-correlation betvieernresidual values), the assumption
of constant variance (there was no outliers inititeependent variables as the results
were less than 0.50) and the assumption of noyng@ample size was more than 30;
hence met the central limit theorem). These assongptvere met to a significant extent

as the results obtained were consistent to thergdgans made and hence positive.

4.6 Challenges faced in Outsourcing Logistics in @amercial Banks

The study further sought to establish the extentwtuch various challenges are
experienced in the organizations in outsourcingstors. The results are tabulated on
table 4.20.

Table 4.20: Challenges faced in Outsourcing Logists in Commercial Banks

Statement Mean Std dev.
Lack of appropriate technology 4.1200 .65900
Failure to integrate logistics outsourcing in comcred | 3.8800 74615
banks

Lack of information about outsourcing logistics 7800 .78999

Lack of appropriate business process need ineaciy| 3.6800 .84370
logistics outsourcing practices

Lack of tools to optimize the supply chain 3.6400 .96384
Employees resistant to change 4.0600 .84298
Government policies 3.7200 .80913
Lack of top management commitment 4.54007.19470
Risk associated with Logistic outsourcing has iasesl 3.5800 1.03194

Source: Research Data (2014)
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Majority of the respondents indicated that theinksaexperienced challenges of lack of
top management commitment to a great extent asrsbygva mean score of 4.5400, lack
of appropriate technology to a great extent as shtwy a mean score of 4.1200,

employees resistant to change to a great extesh@asn by a mean score of 4.0600,
failure to integrate logistics outsourcing in commai@ banks to a great extent as shown
by a mean score of 3.8800, lack of information abmutsourcing logistics to a great

extent as shown by a mean score of 3.7800, goveinpwicies to a great extent as

shown by a mean score of 3.7200, lack of apprtgphiasiness process need in achieving
logistics outsourcing practices to a great extergleown by a mean score of 3.6800, lack
of tools to optimize the supply chain to a greateak as shown by a mean score of
3.6400 and risk associated with logistic outsowdias increased to a great extent as

shown by a mean score of 3.5800.
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CHAPTER FIVE
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.1 Introduction
This chapter deals with the summary of the resefncings, the end results that have
been found from chapter four of the research ti disws the conclusions that have been

made from this research, as well as recommendirayeas worth of further research.

5.2 Summary of the findings

This research was done so that logistics outsogiraid the performance of commercial
banks can be established and the probable solut@mse found. The factors can be
external or external. This research found thabtaltcommercial banks are composed of
a group of people who are adults and below fiftgrgeof age. Only a few people work in
commercial banks for a long time, most of them wianknot less than five years. Most
commercial banks are spread worldwide. Most petgkeve that most commercial
banks rely on outsourcing of advice, employees, ideds from outside the country.
Example is the outsourcing warehouse managememhe Sthallenges however have
been faced while outsourcing. Inappropriate teabgwis a great area that largely affects
the logistics department in commercial banks; ihisecause this department is not well

integrated to ease this section.

Lack of information about this sector, affects sany operations. This is because they
like the tools that are very appropriate for thester. So many employees according to
this study are resistant to change. Governmentipslialso influence so many areas.
Some areas need government flexibility in ordewtok well. Some recommendations
have been proposed through the findings such ag thes to be established reliable
people if possible from the government, who will Wwell financially supported. The
procurement sector has to be made effective amthgtby the various sectors of the
commercial banks. The external factors that reaffigct the running of most commercial
banks are reliability factors such that the top thafScials who can be relied on are not

supportive enough to the banks.
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5.3 Conclusion

This study concludes that logistic outsourcing bynmercial banks with respect to their

performance is an imminent exercise, which is highdactices and endowed to these
institutions. In lieu of the challenges which thelsanks face in their process of

outsourcing logistic services, it can however bactuded that these are practices that

add value to the banks overall competitive margirthe industry they operate in.

Significantly also, it can be concluded that loigistutsourcing being a non-core activity

by the banks is however well established and endawéhese institutions.

As much as the results of the analysis revealttigabanks are less faced with the various
challenges there is however dire need to isolasetlthallenges as areas prone to leading

to reduced performance by the banks.

5.4 Recommendations

The study found out that commercial banks had adbptansportation management,
warehousing management and material handling mamage It therefore recommends
that the organisations should adopt those pradiisgesvould guarantee them competitive
advantage in the competitive environment and that dame time they outsource the
processes to the organizations that provide higilitguservices which will achieve the

desired objectives.

The study also found out that outsourcing of preessby the organisations has
influenced its performance and it is recommendatlcbmmercial banks should continue
outsourcing other services which they do not hewmpetitive advantages over its

competitors so that they can continue improvindggseance.

5.5 Limitations of the Study and Suggestions for Fther Research

The study was limited to commercial banks that atgein Kenya only. However, it
would have been more rational to include all thelkdseand non-bank financial institution
in Kenya, for a more extensive and deeper studytimis issue. Time limitation and the

sample of respondents were also important issuas Were done in limited scope.
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Perhaps, using some other methods of data colfeetauld have yielded different and

more pronounced results.

Given the above shortcomings therefore, the stiebpmmends further research to
address how the issue of logistic outsourcing agrdopnance among commercial and
other non-financial institution in Kenya. The inslon of non-bank financial institutions
and other intermediaries will help to explore ifetéd is any divergent relationship

between this study and such future more expounideiies.
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APPENDICES

Appendix 1: Research Questionnaire
Introduction

This questionnaire has been designed for the sotpope of collecting data on the
Logistics Outsourcing and Performance of the comsrakbanks in Kenya. The data
collected will be treated with a very high degrdeconfidentiality and it is meant for

academic purpose only.
Section A: General Information

1. Gender Male ( ) Female ()

2. What is your age bracket? Tick as applicable)

a) Under30vyears ()

b) 31- 40 years ()

c) 41-50 years ()

d) Over 50 years ()

3. How long have you worked with the Organization?
a) Lessthan5 years ()
b) 5-10 years ()
c) OverlOyears ()

4. How long has your company been in operation?

a) Less than 5 years ()
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b) 6-10 years ()

c) 11-15years ()

d) Over 16 years ()

5. Do you operate in other countries outside KeYws( )No ( )

If yes, please give the countries that you operaten

Section B: Extent of Logistic outsourcing among comercial banks in Kenya

6. Please indicate the extent to which you agritle the following statements on the
extent to which your organization has been prawidihe following logistics practice
Use the scale of 1- Not at all 2- Small Extent 3ddrate extent 4- Large extent 5- Very
large extent

Inventory Management 112 |3 |45

1 | Proper flow of inventory

2 | Inventory accuracy has been achieved

3 | Good inventory turns/ proper space utilization

Warehouse Management 112 |3 | 4|5

Good housekeeping practices have been achievétlmyg

Proper receipt procedures have been undertakstath

Less damages to commodities due to proper storage

AW N
P ==

Staff welfare has been achieved due to impleatiemt of health anc

safety standards

Information Management 112 |3 4|5

1 | Visibility between various departments in tnganization
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Paperless operation in the organization

Availability and proper flow of information imé organization

My organization utilizes information technology coordinating its

activities with suppliers

Material Management

Quality check on the materials

Adoption of modern storage infrastructure

Efficiency due to use of modern material harglequipment

Bl W N

The supplier to the organization sh@ampliance with particuld
regulations such as emissions caps , hazardousriatdabeling ,
product specification and having environment relatecumentation

this has enhanced quality of the product delivered

Transport Management

Vehicle scheduling has improved

Route optimization has been achieved

Fleet tracking tools have increased vehiclabiity

Procurement Logistics Management

My organization practices transparent souroinguppliers

Good supplier relations is maintained by theaargation

Effective information delivery is maintainedtlvithe supplier o

services and provider

In the assessing the potential outsourcing sesyithe organization’

benchmarks to determine whether the company meetstgrgets

[72)
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7. Any other? Please indicate

Section C: Relationship between Logistics Outsoumsg and Organizational

Performance

8. State the extent to which you agree with théowahg statement concerning your
organization performance in relation to the outsed practices you adapted Scale 1-

Not at all 2- Small extent 3- Moderate extent 4rdegextent 5- Very large extent

Inventory Management 112|3(4|5

Logistics outsourcing has led to reduction in laatke

2 | Logistics outsourcing has made the organizatioractiieve timely

delivery of services to clients

3 | Orders and deliveries are easily processed to alaal/s

Warehouse Management 112|3(4|5

Database of the supplier can be easily maintained

All activities and processes are pulled into a idmtatabase

Incoming stocks are properly recorded after reocgiviom suppliers

Bl W N

Stock bins and other recording methods a well ecdin

Information Management 112|3(4|5

1 | The organization has achieved the use of modefrnamfering its

services

2 | Sharing of information improves organizationalfpenance

Information moves faster and this reduces lead timethe

organization

4 | Maximum security is accorded against informatioolifgration
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Material Management 112|3(4|5

All incoming material are adequately safeguarded

A database for all receivables and outgoing mdteriavailable

Adequacy in staffing to undertake material managenssin place

Al W N|

Material tendering and purchases done on merit

Transport Management 1/2|3(4|5

1 | Monitoring of stock movement is made easier

2 | Organization applies optimal transport system

3 | Adequate logistical function is one core attribut¢he organization

Procurement Logistics Management 413|415

Logistics outsourcing leads to higher profitability

Logistics outsourcing has led to overall sustailitgiof the firm

Logistics outsourcing has improved productivity

B W N

The organization recognizes the role of logisticgs functions

©

. Any other important issue? Please indicate
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Part D: Challenges faced in Outsourcing logisticsnicommercial banks

10. Please tick the extent to which the followirtpltienges are experienced in your
organizations in outsourcing logistics. Use thdesda Very large extent 2. Large extent

3. Moderate extent 4.Small extent 5. Very smaléakt

No Statement 1123 ]4]5
Lack of appropriate technology

2 Failure to integrate logistics outsourcing in coencial
banks

Lack of information about outsourcing logistics

N

Lack of appropriate business process need Inewng

logistics outsourcing practices

Lack of tools to optimize the supply chain

Employees resistant to change

Government policies

Lack of top management commitment

Ol 0| Nl O O

Risk associated with Logistic outsourcing haseased

11. Any other challenge? Please indicate

THANK YOU
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Appendix Il List of Commercial Banks in Kenya

1

African Banking Corporation Ltd

Bank of Africa Kenya Ltd

Bank of Baroda (K) Ltd

Bank of India

Barclays Bank of Kenya Ltd

CFC Stanbic Bank Ltd

Charterhouse Bank Ltd

Chase Bank(K)Ltd

O 0 Nl o gf | W DN

Citibank N.A.Kenya

=
o

Commercial Bank of Africa Ltd

[
[

Consolidated Bank of Kenya Ltd

[EEN
N

Co-operative Bank of Kenya Ltd

=
w

Credit Bank

=
SN

Development Bank of Kenya Ltd

=
a1

Diamond Trust Bank (K) Ltd

=
(o))

Dubai Bank Kenya Ltd

-
\‘

Eco Bank Kenya Ltd

=
o

Equatorial Commercial Bank Ltd

=
©

Equity Bank Ltd

N
o

Family Bank Ltd

N
[ixy

Fidelity Commercial Bank Ltd

N
N

G.T Trust Bank

N
w

First Community Bank Ltd

N
N

Giro Commercial Bank Ltd

N
(6]

Guardian Bank Ltd

N
(o]

Gulf African Bank Ltd

N
~

Habib Bank A.G Zurich

N
(o]

Habib Bank Ltd

N
(o]

Imperial Bank Ltd

57




30

| and M Bank Ltd

31

Jamii Bora Bank Ltd

32

Kenya Commercial Bank

33

K-Rep Bank Ltd

34

Middle East Bank (K)Ltd

35

National Bank of Kenya Ltd

36

NIC Bank Ltd

37

Oriental Commercial Bank Ltd

38

Paramount Universal Bank Ltd

39

Prime Bank Ltd

40

Standard Chartered Bank (K) Ltd

41

Trans- National Bank Ltd

42

Victoria Commercial Bank Ltd

43

UBA Kenya Bank Ltd

Source Banking in Kenya.com/banking-Kenya (CBK 200230hours 13/05/2014
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