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ABSTRACT

Businesses in the real world are faced by a chgdleéa either grow their portfolio or

shut down due to the state of competition in mardustries. The shareholders also
demand value for their investments. Managers isdlggganizations have to craft and
implement strategies that will spur growth. Thiadst focused on the basic growth
strategies being used by Commercial Banks in Keanya especially in the last ten

years up to year 2010 to grow and maximize retoitheir shareholders.

The study adopted a descriptive census surveyl ttiemcommercial banks in Kenya.
The population of interest was all the commercaiks in Kenya. The type of data to
be collected was both primary data and secondaty. déhe researcher collected
primary data by the use of questionnaires, whicttaioed both open-ended and close
ended questions. Secondary data was collected thenrespective banks financial
reports and management reports on performance iapethe business growth
strategies in use in their banks. Descriptive aialwhich aims at finding out what,
where and how of a phenomenon was used mainlyrtonsuize the data collected.
The data was presented using statistical measucesas bar graphs, frequency tables
and graphical presentations.

The study concludes that commercial banks in Kdraxee employed business growth
strategies. These include product development a&s rfain strategy, market
development and diversification strategies. Thelystfurther concludes that there
were various factors that influence growth stragegidopted by commercial banks in
Kenya. These included better performing economyraved technological factors
and management changes in senior management leddingetter strategy

implementation and hence increased growth

The study recommends that commercial banks in Kerged to employ various
growth strategies in order to stay competitive ammease productivity and growth.
Low performing commercial banks need to merge \oigiter performing banks to
boost growth of their operations. In addition, coenoial banks in Kenya need to
invest in technology and market penetration methadsh as increasing number of

bank branches in various locations to target mastoeners and hence boost growth.



CHAPTER ONE: INTRODUCTION

1.1 Background Of The Study

Business growth is defined as the process by whiblusiness increases or expands
over time. There are a number of ways to measuseéss growth. These include
profitability, employment, market share, assetmduers/ sales, number of branches
among others. One of the defining factors of a dobusiness is the potential for
growth. A company should grow over time if well raged. Speed of growth may
vary from firm to firm and from market to marketmding on environmental factors
affecting a firm (White, 1984).

1.1.1 Concept of Business Growth

In the context of turbulent business environmeot&y, many firms are focusing on
ways to grow their businesses. For a businessrforp@' it must grow and therefore
most business people want to see growth in themsti Growth is exciting and fast
paced and for most businesses, is an indicatisnadess. According to Barringer and
Ireland (2008), the seven primary reasons why finms to grow include the
attainment of economies of scale which are gengrateen increasing production
lowers the average cost of each unit of productdsy to capture economies of scope
whereby the firm deals with a range of productsattain market leadership whereby
the organizations want to be leaders in their narké& business may decide to grow
in order to execute a scalable business model wthere ask how high in terms of
growth can the business go. Another reason wouldobethe business to gain
influence, power and survivability. It could alse the need to accommodate growth
of key customers while at the same time being ablattract and retain talented

employees.

Growing the business can also be taken to meatingrafnd implementing strategies
that will bring profit to the business, attractiagd pleasing customers, competing
successfully with other competitors in the industopnducting operations and
improving the companies financial and market penfmce (Thompson and

Strickland, 2003).1t is about claiming and maintagna share of the market. Porter



(1980) observes that having a growth strategy esablfirm to achieve a profitable
and sustainable position in its market of operatiimere are many growth strategies

that a firm can undertake to grow and expand igatons though it is important to

note that not every growth strategy is appropriateevery business. The key to
finding the right growth strategy is properly matahit to your company and its
specific market place considering that a wrongtegy can devastate the business
(Ansoff, 1965). Some of these strategies includeerdification, market development,

product development.

Growth can be measured using various parametets ascapital adequacy, sales
turnovers, profitability assets, dividends paymeatsd a business earnings and
liquidity. Growth as discussed by Mintzberg (2003@h be influenced by factors such
as political change whereby regime change throutiterea coup or a democratic
election which cab influence any future businesatsgy. Political uncertainty can
lead to a fall in investments by a business andenice decisions on expansions and

business and influence decisions on expansiondasidess ventures.

Political doctrine can affect the ease with whialsibess is conducted. Economic
factors such as the tax systems, monetary and fist@ies, interest rates, internal
regulations and exchange rates need to be condidetgusiness venture in order to
excuse growth. Social factors can influence growstla business such as religious
considerations, the impact of the business on lomadmunities, ethnic considerations
and cultural factors. Technological compatibilitydadevelopment in of technologies

in business development, and access to bandwistbhedfflects growth in any business.

Growth presents challenges to the business owndes, employees and the
organization. It requires change, and successfahgé is facilitated by developing
attitudes, behaviors, and processes focusing &s tagl organizational processes that
lead to a successful and mature organization. yt ca#l for addition of finances into
the processes. It is a multi-faceted phenomendrigltmmonly associated with firm
survival, achievement of business goals and sucoes$se scaling up of activities
(Storey, 1994).This therefore means that everybiodthe organization should be

involved in the growth process entirely to achiever all positive results.



1.1.2 Banking Industry In Kenya

The banking system in Kenya is regulated by thett@eBank of Kenya (CBK) Act
Cap 491 and the banking Act cap 488.The Acts demded primarily to facilitate the
development and maintenance of a sound monetargypbovernment of Kenya,
1989). It comprises of 46 financial institutionstlvd4 commercial banks and 3 non
bank financial institutions. The competition forngual and growth within the
industry is extremely intense and this poses a nadjallenge owing to the recession
of economies in the world, a decline in the inflovinvestments and unpredictable
environments.

The banking industry in Kenya has been exposedidb @f controversies in the past.
The general public has accused the industry ofoégpion .Banks have been accused
of making immoral profits by charging exorbitane$eand charges in an economy
under recession. But amidst all these accusatibaenyan banking industry is said
to be more stable than it has ever been, with ¥¢epé core capital/deposit, with
solvency of 8 percent as required by the CentrakB# Kenya and liquidity margin
far beyond 20 percent which is the total requireserve with most banks having 40
percent or more in the reserve. The future of titustry looks promising with the

financial and legal sector restructuring (CentrahB of Kenya, 2005).

While the need for developing growth strategies noanbe over emphasized,
strategists agree that grand strategies are tritidhe long term success of the firm
and especially the banks. A number of developmientise recent past both at policy
and industry level will shape the future growth dmancial health of the banking
sector. First are interest rates. The implementatiofinancial sector reforms within
the structural adjustment program framework inehdy 1990' s marked the end of
controlled interest rate regime in Kenya. The gowents' initial unwillingness to
implement the program followed by high domestic tdetecipitated unprecedented
levels of interest rates reaching 50 percent paumn Secondly there is the issue of
profitability. As a consequence of high interestrgmas and a better performing
economy in the recent past, the banks have con#isteecorded comparatively
higher profits than other companies in other sectdrthe economy. (Daily Nation,
03/06/2010). Thirdly, the issue on non performingrs (NPLs) continues to be of

great concern to the industry. Finally, there isigh degree of product and service



differentiation in the industry. The level of diféntiation is growing in the industry.

For example many banks are specializing in arestshiey feel they

have a better chance at growth than their compstifthe NIC bank in Kenya has
come to be known as the market leader in assendeas a way of growing their
books while the Diamond Trust bank is differentigtitself by dealing with mainly
the Small Medium Sized companies. The co-operdiargk is known to deal mainly
with Sacco's movement as one of their strengthe. Bérclays bank talks of having

the best brand in provision of services to its conrs.

Banks are of crucial importance in any economy.gkamd Levine (1993) emphasize
the importance of banks in developing economiesadisgrve that firstly, banks have
an overwhelmingly dominant position in developirgpeomy financial systems, and
are extremely important engines of economic gro8#condly, as financial markets
are usually underdeveloped, banks in developingh@oees are typically the most
important source of finance for the majority ofris. Thirdly, as well as providing a
generally accepted means of payments, banks inajgng countries are usually the
main depository for the economy's savings. Fourthdgny developing economies
have recently liberalized their banking systemsubgh privatization/ disinvestments
and reducing the role of economic regulation. Cqosetly, managers of banks in

these economies have obtained greater freedomairittey run their banks.

Growth is seen to be taking place in most of thekban the Kenyan economy with
many of the banks reporting high margins of praifhereas in the past banks used to
offer traditional products like cash handling, lsaand savings accounts, now they
have revamped their products like mobile bankingrtgage, stock broking etc, all in
the effort to grow. The concept of marketing andnioling is a growth concept that is
working for many of the banks in the industry. Orgeneral point, the banking
industry today is rich with growth strategies teaen other industries can use to spur

their growth and hence be said to grow.



1.2 The Research Problem

Businesses in the real world are faced by a chgg#léa either grow their portfolio or
shut down due to the state of competition in mardustries. The shareholders also
demand value for their investments. Managers iadlmganizations have to craft and
implement strategies that will

spur growth. It is only by adhering to the parangethat determine quality growth

will any institution be said to grow.

Banks in Kenya as at the year 2010 are reportinge hprofits in their financial

reports. Many have been accused of making immaxlte by charging exorbitant

fees and charges. Still, the Kenyan banking inglustsaid to be more stable than it
has ever been in the recent past. So what growditegtes are the Kenyan banks
using to grow at such a rate? Are the profits they able to make immoral or is it
because most have learnt to apply growth strateagigsessively? At the same time
any business has to grow in order to maximize nstuo its shareholders, attract
investors and sustain its development amidst trelmes challenges brought about by
industry globalization, stiff competition from bamkffering the same products and an
environment of decreasing interest rates. Thispushed me to want to know what

the banks are doing differently in order to be saigrow.

Many researchers have touched on the field of drawttheir research works. For
example, a study was carried out by Nyamai (1989¥stoucture and growth of the
banking industry in Kenya. Mbaya (2008) evaluateel thallenges faced by Kenya
Commercial Bank in its regional growth strategy.tofa(2008) looked at strategic
responses to financial distress by commercial bank¥enya. Warucu (2001)
evaluated competitive strategies employed by coroialdranks that participate in the
clearing house. Chesang (2002) touched on the ¢atmins of merger restructuring
and financial performance by commercial banks iny&e Kiptugen (2003) identified
strategic responses by Kenya Commercial Bank to hanging competitive

environment.



This study focused on the basic growth stratege@sgoused by Commercial Banks in
Kenya and especially in the last ten years up &r Y910 to grow and maximize

return to their shareholders.

1.3 Resear ch Objectives

The objectives of this study were:
() To determine the business growth strategiesl I,y commercial banks in Kenya.

(i) To determine the factors influencing the gtbwstrategies adopted by the bank.

1.4 Value Of The Study

The study is important to different authorities;

Any industry study should have a learning pointdtrer industries. Banks today are
making billions which is not directly so in manyhet industries. What strategies are
the banks using to do this, strategies that caadopted by managers and directors in

other industries?

The various stakeholders in the banking industguiing shareholders, customers
and the general management will appreciate thetedfaplied by the banks in the

quest for growth which touches positively on each of them.

Academicians and researchers may find the resiuttisoresearch useful in providing

secondary information in the study of commercialksin Kenya.



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter summarizes the studies from othearebers who have carried out their
research in the field of growth strategies in oigations. The specific areas covered

in this study are strategies of business growth.

2.2 The Concept Of Growth

Without growth in an organization, all other asgeat the firm remain without good
performance. Growth has been defined in many diffewvays. One popular way is
the ability to increase in size. (Cambridge intéoral dictionary, 1995). When a
company has grown in size, it has expanded. Iinede profits. It is bigger in terms
of its operations than where it began. Businessvtirdvas also been defined as the
process by which a business expands over time.rigpag over time here means that
effort has been put into the business to makerfopa better. It is about ensuring that
the shareholders of the firm get value for theirestment. The creation of value is

what calls for critical strategies that will enstinat the business will be said to grow.

To achieve successful growth, a firm has to undatbtits internal and external

environment. Strategic management literature uwcdees the importance of the
environment to the firm. It is important to undersd the internal and external
business environment which touches on businessitstaimd profitability. To survive

in today's business environments a company's mar&gdeam must be able to react
to changes in the internal and external environng®aherrer, 2003).The ability of a

business to grow can be regarded as the compegtgeof business under the
marketing economies. Based on the analysis of itleeHorter model, Porter (1980)

pointed out that the competitive advantage, esfhedize differentiation advantage

determines the competitive ability of business leegrowth.

Business growth strategies are about the long threction of an organization. It is
about the major decisions taken about the futureteinining when to expand
depends on two main factors: the condition of theitess and economic conditions

in the market place in which the business oper@ekerrer, 2003). On the condition



of a business, an organization can determine whes time to grow or expand
business through evaluating the following: If thasimess is recognized by the
community and the industry in which it is operatimg or if sales are rising as
expected. What is the firms' customer base, iethegssure to hire more employees
and if at all there is need for more growth of trganization. On the economic
condition assessment, if the condition of the besinshows that it needs expansion,
the business should analyze the economic climaie dbntrols the business. The
business organization should ask the following tjoes: How is the national
economy performing? What are the economic conditionthe industry or region?
Have the demographics of your market changed?nwdd for the company products
or services expected to remain strong? Does yosméss face new competitors?

Growth is an important aspect of an organizati@t thust be embraced by all.

2.3 Reasons For Growth

It is an immutable law in business that words wailays be words, explanations will
always be explanations, promises will always bempses but only performance is
reality. All organizations exist in complex commiaic economic, political, cultural
and social settings that are always under constaange and hence the need tq come
up with strategies that will ensure that the conypagrows amidst all the
environmental challenges (Johnson & Scholes, 2@®&ry business should grow in
order to create value for all its stakeholdersudiig shareholders, employees and

even its customers.

There are many other reasons why firms would wargrow. These include being
able to attain economies of scale which are gese@rathen increasing production
lowers the average cost of each unit of producfilancapture economies of scope is
another good reason to grow whereby the companybeildealing with a range of
products hence a bigger market. A company shoude gn order to attain market
leadership whereby the organizations want to bdelesain their markets. A business
may decide to grow in order to execute a scalaiéniess model where they ask how
high in terms of growth can the business go. Anoteason would be for the business
to gain influence, power and survivability. It cdudlso be the need to accommodate
growth of key customers thereby developing loyastomers. Developing loyal

customers is a simple and proven tactic used by&formers to improve business



growth in today's challenging economy. The busimessalso decide to grow so as to

attract and retain talented employees (Barringdrigeiand, 2008).

Good business growth aims at increasing profitgbilnd efficiency of organizations
and their enhanced ability to create wealth foreshalders, increased employment
opportunities with better terms for workers andréased benefits to stakeholders.
Corporations have to grow in order to promote eaunodevelopment and social
progress. It is the engine of growth that is inégionally and increasingly responsible
for private services, goods and infrastructure.ifss growth is necessary so as to
attract investors both local and foreign and asthee that their investments will be
secure and efficiently managed. Without efficieapanies or business enterprises,
the country will not create wealth or employmentithdut investment, companies
will stagnate and collapse. If business enterpri@sot prosper, there will be no
taxes paid, and invariably, the country will notvei®p. Businesses can decide to
grow in order to attain power and respect statusetable to influence people. To be
able to achieve optimal levels of productivity isother good reason for growth
(Mintzberg, 1979).

2.4  Business Growth Process M odels

Research findings have been assimilated and usadoagding block for models of
growth as shown. in the foregoing discussion. Aitess growth model describes the
rationale of how an organization creates, delivars] captures value - economic,
social, or other forms of value that leads to gfowt the firm. The term business
model is used for a broad range of informal andhidrdescriptions to represent core
aspects of a business, including purpose, offeringsategies, infrastructure,
organizational structures, trading practices, grefational processes and policies.
2.3.1 S-Curve Growth Model

The S-curve shows the various stages of businessgtlyr This is the most accepted
growth model also referred to as the generic gromthdel by Green (2006). A
successful organization jumps to transform theisitess by either starting a new

business or adding on a service as shown on theefigelow.



Figure 1.

S- Curve growth model

Rate of
growth \

Time
Sour ce: Green Cynthia. (2006). Entrepreneurship Ideasin Action Third Edition.
Thomson-South Western

The graph above is the S-curve growth model, itnshbow a company grows from
the conception of an idea to the starting a busiradisthe way to the decline. The
graph superimposed above is a new S-curve showiagera business owner should
innovate again and start a new cycle.

Stage one depicts the area in which a businesst isrexistence and the owner and
the business are the same. The owner is in theeptipo mode; conception of an

idea, planning and preparing to start the business.
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Stage two depicts the survival stage where the pwnstarting a business and the
major

goal is survival. The planning at this stage istiah, staff is limited and the business
is a workable entity. At this stage there are fearfgrmance indicators and a small

team to manage. There are also several informakpses and structures.

Stage three is called the profitability and stahilion level where business has grown
to a profitable level. The entrepreneur is engamgetiusiness and developing the
systems of business. This stage is also referred tgp scaling. The entrepreneur has
to invest cash and not expect for the reward tacm#tie cash invested. This is also
the stage of brand recognition, developing a masdkeire and finding some key

performance indicators.

Stage four is the profitability and growth stageandgrowth is the key focus of the
organization. The firm recruits more staff to gr@nd the strategic focus here is
clearer for the organization. This is the stageoperate the business and gain
momentum. Staffing is to capacity and the key peménce indicators include
balance and growth cost, return on investmentjeeeand satisfaction. There is also a

strong desire to beat competition and gain format@sses for the organization.

Stage five is the stage for take-off; this is whre entrepreneur must delegate to
keep the organization in momentum. At this levehavation level is low and the
organization needs to be managed. Key performartieators here include cost and
control, there is little investment necessary aht tis the time to reengineer
processes. This reengineering leads to a new $dbat starts the process again.
This is the best time for an entrepreneur to selldtusiness and start a new one or hire
management and let the company run. The entrepreaausit on the board and not

be part of management.

Stage six is the maturity stage where managemededentralized, all necessary
resources are in place and there is need for eetreprship. This is where the
entrepreneur should be able to transform into drepreneur who works within the
confines of an established organization. This ésstage to identify new opportunities

and generate innovative strategic ideas to createl@ organizational perspective. At
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this stage there is also a lot of ambiguity andeutaenty that is not healthy for the
organization. The key performance indicators heoai$ on minimization of costs and

there are low investments in skills training.

2.3.2 Neo Classical Theory of Growth

The starting point for any study of economic grhows$ the neoclassical growth
model, which emphasizes the role of capital accatran. This model, first
constructed by Solow (1956) and Swan (1956) shaws économic policy can raise
an economy's growth rate by inducing people to sawee. But the model also
predicts that such an increase in growth cannaétinaefinitely. In the long run, the
country's growth rate will revert to the rate ofchieological progress, which
neoclassical theory takes as being independentamicenic forces, or "exogenous".
Underlying this pessimistic long-run result is tenciple of diminishing marginal
productivity, which puts an upper limit to how muoktput a person can produce

simply by working with more and more capital, givte state of technology.

The logic behind the Swan model is that when chjstacarce it is very productive,

so national income will be large in relation to #epital stock, and this will induce
people to save more than enough to offset the eedrtear on existing capital. Thus
the capital stock will rise, and hence nationalbme will also rise. But because of
diminishing marginal productivity, national incomal not grow as fast as the capital
stock, which means that savings will not grow ast fas depreciation. Eventually
depreciation will catch up with savings; at thainpodhe capital stock will stop rising,

and growth in national income will come to an e8dlow, 1956).

Limitations of the model include its failure to &akccount of entrepreneurship (which
may be catalyst behind economic growth) and streafjinstitutions (which facilitate

economic growth). In addition, it does not explaow or why technological progress
occurs. This failing has led to the developmenemfiogenous growth theory, which

endogenizes technological progress and/or knowladgemulation.

12



2.3.3 Endogenous Growth Model

In economics, endogenous growth theory or new dratwory was developed in the
1980s in response to criticism of the neo-classigaivth model. The endogenous
growth theory holds that policy measures can havemgact on the long-run growth
rate of an economy. For example, subsidies on refs@ad development or education
increase the growth rate in some endogenous gromddels by increasing the
incentive to innovate.

Because growth makes a firm bigger the firm begmbenefit from economies of
scale. For example, higher volume increases pramuetfficiency, makes the firm
more attractive to suppliers and therefore increate bargaining power. Size also
enhances the legitimacy of the firm because firnad are larger are often perceived
by customers, financiers and other stakeholdeiseasy more stable and prestigious
therefore the growing of a business can provide ghtepreneur more power to
influence firm performance. But as the firm grows,changes. These changes
introduce a number of managerial challenges. Thesdlenges arise from the
following pressures:-Pressure on existing financedources, pressure on human
resources, pressure on the management of employees, pressure on the

entrepreneur's time.

2.5 Growth Strategies

Johnson & Scholes (2002) define strategy as thectiin and scope of an

organization over the long term which achieves athge for the organization

through its configuration of resources within al#@ing environment to meet the
needs of markets and to fulfill stakeholder exp@ats. Strategy is about answering
the following questions:- Where is the businessngyto get to in the long run?

(Direction) Which markets should a business competnd what kinds of activities

are involved in such markets? (Market scope) How tt@ business perform better
than the competitors in those markets? (advantalybpt resources (skills, assets,
financial relationships, technical competence, tauilities) are required in order to

be able to compete.(resources),What external emviemtal factors affect the

business ability to compete.(environment),What thee values and expectations of
those who have power in and around the busineaisetsblders)?With the unrelenting

pace of change and competition today, clear sti@tamking is more important than
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ever. To survive and prosper in a globalized marn@tporate strategists will have to
not only formulate the correct strategy but alsglement it effectively so as to
ensure growth. The key to finding the right growtrategy is properly matching it to
your company and its specific marketplace. It ipamiant to determine whether you

are selling new or existing emerging products mew or existing market.

Strategy ultimately requires achievement of a &tween the external situation and
internal capabilities (Mintzberg et al 2003).Theiegral situation which constitutes
threats and opportunities include influences frooiitipal, social, economic and
technological arena. The internal environment andther hand constitutes internal
capabilities including the strengths and weaknesdethe organization systems,
policies, resource capacity and the organizatioftueu (Koigi, 2002).Various
strategies are available to the firm dependinghencircumstances in the environment
the firm operates in. Circumstances in this casddcbe friendly so as to encourage
growth into the market segments or entry into neadpct markets. On the other
hand, circumstances may be hostile hence forcimmsfito even decline in
performance. There is thus increasing realizatibat tthe road to improved
performance must involve renewed emphasis on grgitker, 1998). One available
growth strategy is to grow within an existing protmarket by increasing market
share or product usage. Product development caaded on adding product features,
developing new generation technologies or addiffgréint products that are sold in

the same market.

A third growth direction is market development eitlyeographically or by targeting
new market segments. Vertical integration represeanother potential growth
direction which can be forwards or backwards (Aak#998). Diversification

represents yet another growth chance. This istila¢egy of entering into products/
markets that are different from those in whichrenfis currently engaged. A number
of studies have sought to classify growth strateditofer (1980) proposed a situation
specific model in which what strategy would be addp and under what

circumstances. He classified growth strategies strategic and operational. He
identified two strategic strategies for growth nmagroduct market refocusing and

dramatic market share increase through expansmmhga@quisitions.
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Hambrick and schecter (1993) distinguished betwe@nepreneurial and efficiency
strategies. They proposed two entrepreneurialegfies and two efficiency strategies.
One entrepreneurial strategy was revenue generatiowhich the attempt is to
increase sales by some combination of productroglottion, increased sales effort
and lower prices. The second is product refocusingtegy involving a shifting of
focus into definable or lucrative niches. Efficignstrategies were cost cutting
strategies involving typically research and devalept, marketing, administration
and other expenses as well as reduced interesthcoagh liquidating receivables and
inventories. Scherer, (2003) introduces financralgh which involves restructuring
financial operations of the business. The objediieee is to use the financial strength
of the business as an asset and restructure theebssto take advantage of its

financial strength.

Powerful growth strategies are those that can fectet as strategic because they tend
to focus on the functioning of the organizations&#ing to many diverse strategies
makes growth more probable. Growth battle shoultbbght at all fronts. The greater
the resources of strategic growth actions, the ract®ns are likely to be catalyzed
and therefore better growth results. Which stra®egio use and at what time
determines growth success. Using inappropriatéesfyato grow could be a terminal
error. The unique requirements of the businessdetermine which strategies to be
used (Hofer,

1980).

Other actions to take when growing the businedsidgcmaintaining a purposeful and
organized search for new opportunities, injectimglantless growth attitude into the
company, building a coaching organization wherebytre staff are on the spot
concerning all the happenings on growth, developamginnovative value chain
management system, developing a licensing straktemreby protecting the businesses
trade secrets, exploring opportunities for a jei@hture or a merger with a strategic
partner to best exploit your short term technologgvantage and realize the full
potential of the companies entrepreneurial visibransfer technology and establish
strategic alliances to stay technologically comtpeti because winning is not

necessarily achieved without partners and parents.
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2.6 FactorsInfluencing Growth Strategies |n Businesses

Businesses can only grow after they have attaingtdagegic fit according to Ansoff,
(1965). This strategic fit allows for the varioualwe chains in the business to allow
for growth. The growth of this value chains of gthvis influenced by a number of

factors including:-

2.6.1 Resour ce Capability.

How well endowed a business is in terms of theuess at its disposal determines
the growth strategy adopted to push the compangicaiiResources can include the
financial capability of the business, the humanoweses available, technological
resources, etc. A company that has enough finaandsmodern technology will
adopt a different growth strategy from one thatleas of that. How the human factor
as a resource in management is handled determineth@r a company grows or not.
A number of authors, Biseaut (1982), Slatter, (3984, Finkin, (1985) suggest that
changes of senior management in any organizatioanismportant step towards
enacting a successful growth strategy. Changeeteéhior management team is seen
as a means of restoring stake holder's confidencéhe future viability of the

organization, thereby ensuring their continued supp

New senior managers are able to offer first insighto the best growth steps, skills
and motivations necessary to bring about growtitheamore, the appointment of top

new managers can be an important indication thabrganization is committed to

proper growth. Replacing the executive director atiter top managers especially in
a non performing company is always seen as a pestep. It also serves as a simple
functional purpose of removing managers who laek lecessary leadership skills
and competencies or whose managerial performarmaoisand are not suited or able

to take on the challenges of growth.

From the journal of strategy and leadership, th®l Isearch team identified that
most successful growers/managers have a clear pbiniew on their industry,

addressing both where it is headed and how thdycvahte value in its new form or
environment; they evolve their product market mitf on an ongoing basis; they
sustain the growth quest by developing multipleaghoinitiatives that are backed by

ongoing cost and asset management to create fund@imgy foster a culture that

16



responds to the necessity of change and a cadeadérs with passion and follow
through to make the change stick which is charmstierof many banks today that

have not been left behind in terms of growth.

2.6.2 The Status Of The Economy

An economy that is not growing will not encouragey growth of its firms. A laid
back economy will not encourage any investmentsy government should aim at
improving its economy through the various availadil@tegies so as to foster growth
even in the existing and upcoming businesses. Ar pmmnomy means fewer
opportunities for employment and development. Sometries even have the twenty
four hour economy, all in an effort to be the bestformers in the world. A stable
economy encourages more investments and this lgiraigects the growth strategy
adopted by the business. The following factorsugfice the economic condition of a
country and hence the growth strategies adoptedk 3Fgstems, investment
considerations and allowances, monetary and figolties in the country such as
interest rates, government aid etc. Internal regula, bureaucracy and exchange

rates also influence the growth strategies thdtheiladopted by the firms.

2.6.3 Competition In The Mar ket

The competition in growth among businesses in mamaykets has driven many
institutions to better understand their client®dwand take a market led approach to
their businesses. Ngeera (2003) while studyingptiermaceutical industry observed
that when firms are faced with competition, thewealep strategies to help them
achieve a competitive edge. He pointed out that imhs capable of developing and

implementing competitive strategies will achievefpability and growth.

Porter, (1980) observes that every firm competm@m industry has a competitive
strategy, whether explicit or implicit. He pointsitothat the competitive strategy
enables the firm to achieve a profitable and soalde position against the forces of
the industry competition. Depending on the statearhpetition in an industry, the
firm will decide on the best growth strategy toddk order to emerge as winners in

their chosen areas of operation.
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2.6.4 Political Change

Regime change through change in government, caupolence can influence future
business strategy. Political uncertainty in somentdes can lead to a fall in
investments by businesses and influence decisioegpansion of business ventures.
Political doctrine can influence the ease with whibuisiness is carried. Politics in a
country plays a crucial role in the type of growskrategies chosen and the

implementation of the same (Johnson & Scholes, 005

2.6.5 Social And Technological Factors

The impact that business may have on the envirohiaueth local communities will
determine success of any growth strategy adoptetigiBus considerations, ethnic
considerations and cultural issues should be ineptzefore a growth strategy to be
used is adopted. Availability and development ichtelogy can have a powerful
influence on business strategy. The compatibilftyechnologies in management can
lead to success or failure of a business stratégghnology change creates both
opportunity- as firms begin to explore how to usehnhology to create new products
and services and threats- as technology changeesfoftms to rethink their

technological strategies (Johnson & Scholes, 2005).

18



CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter outlines the methodology used in thiection of data. The chapter
specifies the research design, data collection odsthdata collection procedures and

data analysis.

3.2 Resear ch Design

The study adopted a cross sectional survey ohalcommercial banks in Kenya The
descriptive survey is useful in locating and obtairsecondary data for the study and
describes issues as they are. Bordens&Abbort (1888)es a survey as "an attempt
to collect data from members of a population ineorh determine the current status
of the population with respect to one or more \J@da." He says that a descriptive
study determines and reports the way things arecantmonly involves assessing

attitudes, and opinions towards individuals, orgations and procedures.

3.3 Study Population

The population of interest was all the commercehks in Kenya. All commercial
banks represented in Nairobi were considered imofuébreign owned, private and
public owned banks. According to Central Bank ohit@ (CBK) monthly bulletin,

there are 44 commercial banks in Kenya today.

3.4 Sampling And Sample Size
The researcher targeted the entire population afofdmercial banks but only 30 out

of the 44 banks responded.

3.5 Data Collection

The type of data to be collected was both primaajadand secondary data. The
researcher collected primary data by the use o$toqprenaires, which contained both
open-ended and close ended questions. The questiesiwere administered to the

managers who were expected to provide informationgwth strategies in their
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banks as well as provide any other necessary irdtom for the study. The researcher
used the drop- and -pick method of administering tjuestionnaires. The use of
guestionnaires was preferred for this study bec#usethe typical method through

which descriptive data is collected.

Secondary data was collected from the respectiveksbdinancial reports and
management reports on performance especially thmé®ss growth strategies in use
in their banks. The broad areas of focus to be reaveluring the study included
growth strategies in use in the company, the firrmosition in the company, the
future prospects of the company and the factotaenting the choice of the various
growth strategies adopted. This involved the follgyv An introductory letter from
the University of Nairobi to the respective indiibins introducing the researcher as a
student of the same university and outlining theppse of the research study, a visit
to the commercial banks to organize and drop thestipnnaires with the managers,

and the actual data collection, by picking the tjoasaires from the respondents.

3.6 DataAnalyssMethod

Before processing the responses, the completedtiouesires were edited for
completeness and consistency. Descriptive analvisish aims at finding out what,
where and how of a phenomenon was used mainlynorsuize the data collected. It
aids in thinking systematically about aspects given situation and offers ideas for
further probing and research. The data was editd aiccuracy, uniformity,
completeness and arranged for coding. A computegramme SPSS was used to
analyze the data further. SPSS is a computer paclteasy can be used to generate
frequencies, descriptive statistics, tables anglggaThe data was presented using

statistical measures such as bar graphs, frequaht®s and graphical presentations.
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CHAPTER FOUR: DATA ANALYSIS, RESULTSAND
DISCUSSION

41 I ntroduction

This chapter presents analysis and findings ofstiuely as set out in the research
methodology. The data was gathered exclusively fquastionnaire as the research
instrument. The questionnaire was designed inwitk the objectives of the study.

To enhance quality of data obtained, Likert typesiions were included whereby
respondents indicated the extent to which the blesawere practiced in a five point

Likert scale.

4.1.1 Response Rate

The study targeted 35 respondents in collecting dath regard to business growth
strategies used by commercial banks in Kenya. Rgedfrom the study revealed that
30 out of 35 target respondents filled in and retdrthe questionnaire contributing to
80%. This commendable response rate was madeity i&atr the researcher made
personal calls and visits to remind the respondentfill-in and return the

guestionnaires.

Table 4.1: Response Rate

Frequency Percentage
Responded 30 70%
Not responded 5 30%
Total 35 100

Sour ce: Resear ch data
4.1.2 Financial Position
In this section, the aim was to establish the fomnposition of the respondents.
Results depicted in the study revealed that a ntyajof the respondents were branch
managers comprising 44 percent while 36 percente wWarancial managers. 20
percent of the respondents were administratorss ifhplies that the study inquired

information from the right respondents.
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Figure 4.1 Financial position
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The researcher wanted to have a feel of differerégectives on growth from various
representatives of the banks. A closer look atrséaxy data on financial position of
most of the banks over the years especially trgeldanks depicts a positive growth
in figures with Barclays Bank leading in terms obfis.

4.1.3 Profits

Figure 4.2 Rate of growth
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The graph above depicts a rising rate of growthrfaially for most of the large banks
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Figure 4.3 Barclays Rate of Growth
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Source: Barclays Kenya internal bulletin
4.1.3 Number Of Years The Bank Have Operated In Kenya
The study went further to inquire on the numbey®ars the bank had operated in

Kenya.

Figure 4.4 Banks operation in Kenya (Number of years)
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Sour ce: Resear ch data

Findings from the study revealed that majority leé banks have operated in Kenya
for a period of below 10 years comprising 36 pereemile 28 percent have operated
in Kenya for a period of 10 to 20 years compriskf) percent. 24 percent have
operated for a period of 21 to 30 years. This ieyplihat the banks interviewed had
enough knowledge on banking and finance expertise t extensive period of

operation in Kenya.
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4.2 Mar gins Of Growth For The Banks
The study established that all respondents agreddhe banks had grown in the last

ten (10) years. The study further inquired on tregomareas that had grown more

compared to the past.

Figure 4.5 Major areasthat had grown mor e compar ed to the past

Product offering 8
18
Technology 14
10
Capital growth in net assets 16
14

Branch network 20

Sour ce: Resear ch data

Results from the study revealed that majority @f blanks had experienced growth in
areas such as branch network (20 percent), profiya{d 8 percent), capital growth in
net assets (16 percent), customer numbers and huesanrces (10 percent). The
implication on the study was that the banks hadcegpced growth in major areas of

interest to the study being undertaken.

43 Strategies That Have Been Used To Bring Growth Into The Banks
In this section, the study aimed at establishirgy\thrious strategies that have been
used to bring growth into the bank. Results dediatetable 4.3.
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Table 4.2 Strategies that have been used to bring growth into the bank

Strongly | Agree | Neutral | Disagree | Strongly | Mean | SD
agree disagree
Mergers and
agency 51% 30% | 5% 4% 3% 3.212 0.7788
banking
Market
_ 64% 18% | 7% 7% 4% 2.0083 0.5508
penetration
Diversification
67% 10% | 7% 10% 6% 1.943 1.106
Market
73% 10% | 10% 4% 3% 1.1090 0.60p4
development
Product
74% 8% 7% 7% 4% 1.068 0.5508
development

Sour ce: Resear ch data

The above table revealed that majority of the bahks&l employed product
development as the main strategy used to bringtrowo the bank as was shown by
a mean of 1.06, market development shown by a noéhid0 and diversification
shown by a mean of diversification. The least usteategy used to bring growth into
the bank was mergers and agency banking shownnigaam of 3.21. The implication
to the study was that most banks had employed wangpowth strategies aimed at
achieving advantage for the organizations throughcbobnfiguration of resources
within a challenging environment to meet the neeflsmarkets and to fulfill

stakeholder expectations. This was the major drstudy.

4.3.1 Product Development
The table below shows the extent into which varimasiuct development strategies

have been applied in banks to boost their growth.
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Table 4.3: Extent into which various product depetent strategies have been used

to boost bank growth.

M ean SD

Product development strategies | 2.1042 1.2922
have been used to improve featurgs

of existing products

New types of products have been| 2.6583 1.3677
designed

Reducing interest rates on loans tp2.3625 1.1091
attract more clients

Creating awareness of existing | 3.1875 1.29904
products

Sour ce: Resear ch data

The study in this section aimed to establish thierg into which various product
development strategies have been used to boostdrankh. Results from the study
revealed that most respondents agreed that proeéweiopment strategies have been
used to improve features of existing products shdwyna mean of 2.1, reducing

interest rates on loans to attract more clientsvshmy a mean of 2.3 and designing
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new types of products shown by a mean of 2.6.Howexemajority of the respondents
disagreed that they were creating awareness direxigroducts shown by a mean of
3.1. The inferences to the study is that majorftthe banks utilized various product

development strategies to boost growth.

4.3.2 Market Penetration

The study in this section aimed at establishingakient into which various market
penetration methods have been used to boost ginwiie bank

Table 4.4: Extent into which various market penetration methods have been used

to boost growth in the bank.

Mean SD
Sending sales people out into the| 2.1042 1.2922

market to look for more business

Increasing number of bank brancheés4125 1.593

in various locations

Creating segments of the market | 2.6583 1.3677
whereby particular products were

designed for particular people only

Sour ce: Resear ch data
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Results depicted in table 4.4 revealed that mgjoritthe banks sent sales people out
into the market to look for more business shownahyean of 2.10 and increasing
number of bank branches in various locations shbwra mean of 2.41. However
most respondents were neutral that they createthesstg of the market whereby
particular products were designed for particulaygbe only shown by a mean of 2.65.
The implications to the study is that majority detcommercial banks employed

various market penetration methods aimed at bapgtiowth.

4.3.3 Diversification

In this section, the study aimed at establishirg dheas into which the banks had

diversified into in order to boost growth.

Table 4.5 Areasinto which the banks had diversified intoin order to boost

growth

Mean SD
Stock brokerage 1.943 1.106
Mortgage sales 1.109 0.6064
Agency banking 1.063 0.5508
Security services 3.212 0.7738

Sour ce: Resear ch data

Findings from table 4.4 revealed that majority led banks had diversified in agency
banking , shown by a mean of 1.06, mortgage sdlewrs by a mean of 1.10 and
stock brokerage shown by a mean of 1.94 in orddyowst growth. The least cited
area into which the banks had diversified into idev to boost growth was security
services shown by a mean of 3.21. This implies thast banks had diversified into

many areas in an effort to enhance growth.
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4.3.4 Market Development

The study went further to establish the variouskeadevelopment strategies used by
the banks in order to expand its businesses.

Table 4.6 Market development strategies used by the banksin order to expand

its businesses

Mean SD
Opening up of new branches within the

1.023 1.106
country
Opening up of new branches in other

_ 3.523 0.606

countries
Creating Segments of the market and

2.512 0.773
products
Use of relationship managers to manage

2.003 0.550
market

Sour ce: Resear ch data

Results depicted in table 4.6 revealed that mestaedents agreed that the banks had
opened up new branches within the country as wawarstby a mean of 1.02, use of
relationship managers to manage the market showa mean of 2.0 and creating
segments of the market and products shown by a mkarbas the various market
development strategies used by the banks in omexpand their businesses. The
least cited market development strategy was openam@f new branches in other
countries shown by a mean of 3.5. This implies i@ commercial banks had

employed various market development strategies

435 Mergersand acquisitions

This section aimed at establishing the various emsrgnd acquisition strategies used
by the bank so as to boost growth of its operations
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Table 4.7 Mergers and acquisition strategies used by the bank so asto boost
growth of its operations

Mean SD
Merging with another | 3.6042 1.2922
bank
Acquiring other new | 2.8125 1.593
businesses

Sour ce: Resear ch data

Findings from the study revealed that respondemtiseeutral that most banks had
acquired other new business shown by a mean ofwhi& most respondents
disagreed that the banks had merged with othersbanéwn by a mean of 3.6. The
implications is that most banks did not employ neesgand acquisitions as a strategy

to boost growth.

4.4 Factors That Influenced The Banks To Choose Particular Growth
Strategies.
In this section, the study aimed at establishimgvidrious factors that have influenced

the bank to choose particular growth strategies.
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Table 4.8 Factorsthat influenced the bank to choose particular growth
strategies.

M ean SD

Political situation in the country: The
current political situation has contributed|to
) o _ 3.124 0.7738
better strategies applied in looking for

growth.

Competition in the market: Do you feel that
competition is a major threat to growth of 2.363 0.5508

your bank?

Better performing economy: The country
of Kenya has in the last few years seen a
o 1.023 1.106
better economy. Did this affect your

growth strategies chosen?

Technological factors: Improved
technology has increased the chances of
o _ 1.123 0.6064
better and efficient services offered by your

bank.

Changes in senior management:

Management changes in the bank has
_ . 2.003 0.5508
ensured better strategy implementation and

hence increased growth.

Resource capability: The resources

available in the bank including ready
_ _ 1.943 1.106
capital to ensure growth has influenced

growth strategies chosen.

Sour ce: Resear ch data
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Results revealed in table 4.8 revealed that mgjaitthe respondents agreed that
better performing economy, improved technologieatdrs and management changes
in senior management leading to better strategyeimentation and increased growth
were the main factors that influenced the bankhtwose particular growth strategies
as was shown by means of 1.02, 1.12 and 2.00 r@sglgc The least cited factor that
influenced the bank to choose particular growtlatetsies was political situation in

the country shown by a mean of 3.12.

4.5  Discussion Of Findings

Empirical studies show that good business growtisait increasing profitability and
efficiency of organization and their enhanced #&pilio create wealth for the
shareholders and increased benefit to other stédetso An analysis of the above
study shows that most banks are doing a good japplication of growth strategies
to boost their growth. This includes penetratint ithe existing markets and getting
new businesses, coming up with new products th@edsulifferent groups for
example the Standard Chartered Bank created amsictar women only called the
divas club. The co-operative bank came up with @roant for the youth known as
the Yea club. This identifying with particular gmmsias helped this banks to capture a

bigger share of the market and thus creating growth

Agency banking seems to be the current mode ofrslfieation for the banks to add

to their profits percentage. Most of the banksudeig Equity bank, Barclays bank,
Co-operative bank are all joining together with coumication companies such as
Safaricom Limited in order to offer banking sengcesing mobile handsets. This
study revealed that the commercial banks have gragloarious growth strategies.
These include product development, market developrard diversification shown

by a mean of diversification. These findings cosfier Ansoff (1965) who found that
there are many growth strategies that a firm cashertake to grow and expand its
operations though it is important to note thatenery growth strategy is appropriate
for every business. The study revealed that bgieforming economy, improved

technological factors and management changes iiorsemnagement leading to
better strategy implementation and increased growhe the main factors that

influenced the bank to choose particular growthtstyies.
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CHAPTER FIVE SUMMARY, CONCLUSION AND
RECOMMENDATIONS

51 Introduction
This chapter gives a summary of findings from thuelg, a conclusion of the findings,

the recommendations given and suggestion for fugtulies.

5.2 Summary

The study revealed that majority of the respondemtse branch managers,
comprising 44 percent while 36 percent were finahmangers. Further, the study
revealed that a majority of the respondents hackedbffor a period of less than 10
years comprising 40 percent while 27 percent hatkedbfor a period of 10 to 20

years. The study also established that majoritthefbanks have operated in Kenya
for a period of below 10 years comprising 36 pereehmile 28 percent have operated

in Kenya for a period of 10 to 20 years compris28gpercent.

On the topic of the major areas that had grown morapared to the past, majority of
the banks had experienced growth in areas suchraastb network, profitability,

capital growth in net assets, customer numbershantin resources .On the area of
the various strategies that have been used to lgriogth into the banks, the study
revealed that majority of the banks had employemipet development as the main
strategy used to bring growth into the bank, madeselopment and diversification.

On the extent into which various product developirstrategies have been used to
boost bank growth, the study revealed that prodagelopment strategies have been
used to improve features of existing products, cedy interest rates on loans to

attract more and designing new types of products.

On the issue of the various market penetration austlused to boost growth in the
bank, the study established that majority of thekbasent sales people out into the
market to look for more business and increasingbamoef bank branches in various
locations. On the area into which the banks haerdified into in order to boost
growth, the study revealed that majority of the Ksamad diversified in agency

banking, increased mortgage sales and stock bro&enaorder to boost growth. The
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least cited area into which the banks had divexiinto in order to boost growth was

security.

On the various market development strategies ugékebbanks in order to expand its
businesses, the study revealed that most bankspgeated up new branches within the
country, use of relationship managers to managentimket and creating segments of
the market and products. On the area of mergersemuaisition strategies used by the
banks so as to boost growth of their operatiores sthdy established that most banks
had acquired other new business. However, mostsbhall not merged with other

banks as a merger and acquisition strategy.

On the various factors that influenced the ban&hmose particular growth strategies,
the study revealed that that better performing eoon improved technological

factors and management changes in senior managdesatihg to better strategy
implementation and increased growth were the maatofs that influenced the bank

to choose particular growth strategies.

5.3 Conclusions

The study concludes that commercial banks in Kdraxge employed business growth
strategies. These include product development a&s rfain strategy, market

development and diversification strategies.

The study further concludes that there were vari@aesors that influence growth
strategies adopted by commercial banks in Kenyas@&hncluded better performing
economy, improved technological factors and mana&genchanges in senior

management leading to better strategy implememtainol hence increased growth.
5.4 Recommendations

The study recommends that commercial banks in Kerged to employ various
growth strategies in order to stay competitive anmtease productivity and growth.

Low performing commercial banks need to merge \oigiter performing banks to

boost growth of their operations. In addition, coemamial banks in Kenya need to
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invest in technology and market penetration methgdsh as increasing number of

bank branches in various locations to target mastatners and hence boost growth.

5.5 Limitations of the study

The findings of this study, however, should be daered in the light of their
limitations. In the collection of data the studyceantered gaps in the data as many

managers did not have all the data for the ten yeaod.

There was limitation on resources and time avkalad carry out the research. The
researcher used a lot of money on stationery, pah$rom one bank to another and
several visits were made to the respondent to cligbky had finished filling in the

guestionnaire,

Another limitation was secrecy of the institutioacdments. Every company has its
code of ethics that restricts staff to divulge edetial information to the public. The
research was constrained since most respondengsneéruthorized to give detailed

information.

5.6 Suggestion for further studies

This study focused on the various business grotdtegjies employed by
commercial banks in Kenya and the factors thabfadhat influence growth
strategies adopted by commercial banks in KenyaeMesearch needs to be carried
out in other financial institutions such microfirc@ninstitutions and SACCO'’s.
Another suggestion for further research can alsaonpact of growth in banks on the
economy of Kenya. A further study can be carriettowstablish the impact of senior

management changes on growth in the banks
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Appendix | QUESTIONNAIRE

A SURVEY OF GROWTH STRATEGIESADOPTED BY COMMERCIAL
BANKSIN KENYA

The Questionnaire below seeks to establish the btfpgrowth strategies used by
Commercial Banks in Kenya in their quest for growthile also establishing the

factors influencing the type of growth strategy jgieal.

PART A: GENERAL INFORMATION: BANK PROFILE
Please respond to the following questions and exghdlve points where applicable by
ticking the appropriate box: [ ]

1. Name of BanK. ... oeneein e Date........coooviininn.

2. What is your functional position?

Administrator [ ]

Financial manager | ]
Branch Manager [ ]
Other — specify [ ]

3. What is the length of time you have worked with taak?

Below 10 years [ ]
10 — 20 years [ ]
21 - 30 years [ ]
30 years and above | ]
4. How long has your bank operated in Kenya?
Below 10 years [ ]
10 — 20 years [ ]
21 - 30 years [ ]
30 years and above | ]
5. In which category would you classify the owngushf your bank?
Public Owned [ ]
Privately owned [ ]
Other Specify [ ]
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6. What is the range of services offered by younk®a

Core banking services| ]
Offering loans [ ]
Mortgage sales [ ]

Stock brokerage [ ]
Any other specify [ ]

7. How would you measure the size of the bank?
Number of employEes ..o
Capital base
CuStOmMEers’  NUMDEIS ...t e e
Branch network ..
PART B: SPECIFIC QUESTIONSTO RESEARCH.
1. Would you say that in the last ten (10) yehesd¢ has been growth in your
bank?

Yes | ]
No [ ]
2. If yes, which of the following areas would ysay have grown more

compared to the past?

Branch network [ ]
Customer numbers [ ]
Capital growth in net assets [ ]
Human resources [ ]
Technology [ ]
Profitability [ ]
Product offering [ |

4. Various strategies have been used to bring grontitn your bank.Using a

rating scale of 1- 5 please indicate the stratethiascould have been used by

your bank to grow its portfolio:-
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Strongly agree Agree Neutral Disagree Strongly disagree

Product development

Market penetration

Diversification

Market development

Mergers and agency banking

Any others (Please specify)

3(a) PRODUCT DEVELOPMENT
To what extent have the following product develepinstrategies been used to boost
growth in your bank.Using a rating scale of 1 tiick the appropriate statement.
Strongly agree Agree Neutral Disagree strongly disagree
5 4 3 2 1

5 4 3 2 1

Product development strategies have been usegd to

improve features of existing products

New types of products have been designed

Reducing interest rates on loans to attract more

clients

Creating awareness of existing products
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3(b) MARKET PENETRATION
To what extent have the following Market penetnatmethods been used to boost
growth in your bank.Using a rating scale of 1 tiicks the appropriate statement.

Strongly agree Agree Neutral Disagree strongly disagree

Sending sales people out into the market to logk

for more business

Increasing number of bank branches in various

locations

Creating segments of the market whereby
particular products were designed for particular

people only

3(c) DIVERSIFICATION
Diversification is about entering into other forofsdbusinesses apart from the core
banking functions. Which of the following has ydaank diversified into in order to

boost growth?
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Using a rating scale of 1 to 5 tick the appropriate
Strongly agree Agree Neutral Disagree strongly disagree
5 4 3 2 1

5 4 3 2 1

Stock brokerage

Mortgage sales

Agency banking

Security services

Any others (please specify)

3(d) MARKET DEVELOPMENT

Market development can be geographical or by targetf new markets. Which of
the following market developing strategies has ywank used in order to expand its
businesses?

Using a rating scale of 1 to 5 tick the appropriate

Strongly agree Agree Neutral Disagree strongly disagree

Opening up of new branches within the country

Opening up of new branches in other countries

Creating Segments of the market and products

Use of relationship managers to manage the

market

43



3(e) MERGERSAND ACQUISITIONS

Which of the following mergers and acquisition stgaes has your bank used so as to
boost growth of its operations?

Using a rating scale of 1 to 5 tick the appropriate

Strongly agree Agree Neutral Disagree strongly disagree

Merging with another bank

Acquiring other new businesses

Any other strategies? Please specify

4. The following factors may have influenced tlamkto choose particular
growth strategies and not others. Using a ratiadesaf 1 to 5 please choose

those that suited your bank.
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Strongly agree Agree Neutral Disagree strongly disagree

Competition in the market: Do you feel that
competition is a major threat to growth of

your bank?

Political situation in the country: The current
political situation has contributed to better

strategies applied in looking for growth.

Better performing economy: The country of
Kenya has in the last few years seen a better
economy. Did this affect your growth

strategies chosen?

Technological factors: Improved technology
has increased the chances of better and

efficient services offered by your bank.

Changes in senior management: Management
changes in the bank has ensured better
strategy implementation and hence increased

growth.

Resource capability: The resources available
in the bank including ready capital to ensure
growth has influenced growth strategies

chosen.

Any others(Please Specify)

Thank you for your cooperation
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APPENDIX 11 LIST OF COMMERCIAL BANKSIN KENYA
1. African Banking Corporation: Medium- 9 branches

Bank of Africa Kenya Ltd: Medium- 8 branches

Bank of Baroda (k) Ltd: Medium — 8 branches

Bank of India: Medium - 4 branches

Barclays Bank of Kenya Ltd: Large — 105 branches

CFC Stanbic Bank Ltd: Large — 18 branches

Chase Bank (k) Ltd: Medium — 7 branches

Citibank N.A Kenya: Large — 3 branches

© © N o g b~ 0w

Commercial Bank of Africa Ltd: Large — 17 branches
10.Consolidated Bank of Kenya Ltd: Medium- 12 branches
11.Co-operative Bank of Kenya Ltd: Large — 73 branches
12.Credit Bank Ltd: Small — 4 branches

13.Development Bank of Kenya Ltd: Medium — 1 branch
14.Diamond Trust Bank (k) Ltd: Large — 13 branches

15. Dubai bank Kenya Ltd: Small — 4 branches

16. Ecobank Kenya Ltd: Medium — 13 branches
17.Equatorial Commercial Bank Ltd: Medium — 14 brareche
18.Equity Bank Ltd: Large — 102 branches

19. Family Bank Ltd: Medium — 38 branches

20.Fidelity Commercial Bank Ltd: Small — 6 branches
21.Fina Bank Ltd: Medium — 14 branches

22.First Community Bank Ltd: Small — 11 branches
23.Giro Commercial Bank Ltd: Medium — 6 branches
24.Guardian Bank Ltd: Medium — 7 branches

25.Gulf African Bank Ltd: Small — 7 branches

26.Habib Bank A.G Zurich: Medium — 5 branches
27.Habib Bank Ltd: Small — 4 branches

28.Imperial Bank Ltd: Medium — 11 branches

29.1 & M Bank Ltd: Large — 13 branches

30.Jamii Bora Bank Ltd: Small — 1 branch

31.Kenya Commercial Bank Ltd: Large — 144 branches
32.K-Rep Bank Ltd : Medium — 31 branches

33.Middle East Bank (k) Ltd : Small- 3 branches
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34.National Bank of Kenya Ltd: Large — 39 branches
35.NIC Bank Ltd: Large — 14 branches
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