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B TRA T 

Strategic alliances pro id pp nunitid I( r patti ·ipating firms to tap into the resources, 
knowledge, cnpabiliti ·s m I kill of th ir partner . They offer potential for a firm to 
lcvcragt.: its n: )liJ · • and gain su ·tainable competitive advantage over its 
comp ·titor I h · nbi · th < f thi tudy were to identify the types of strategic alliances 
thut b · ·t ·nlnn · · • mr •ttti ene s of a firm and whether such alliances actually created 
comp 'litiv ·n · · am ng commercial banks in Kenya. The study used descriptive case 
stud ' de ·ign \\here a con enient sample was used to create a sample frame where 33 
re p ndent · \\ere considered. The study used structured and semi-structured 
que tionnaire to collect data which was analysed using MS Excel Spreadsheet and 
relation hip among ariables established using correlation analysis. The study found that 
trategic alliances seek to create competitive advantage through collaboration rather than 

competition. trategic alliances are also based on mutual trust of partners. The study also 
established that strategic alliances provide partner with an opportunity to tap into 
resources. knowledge, capabilities and skills of their partner to gain competitiveness. 
Finally, the tud) found that strategic alliances especially non-equity trategic alliance 
are po itive and significantly correlated with organizational competitivene . The tudy 
therefore concluded that trategic alliance create interdependence betv een the partner 
firm \vhich bring benefit in the form of intangible as et and capabilitic . Th a et 
( uperior kill ) and capabilitie ( upcrior re ourcc<:,) are the main . our c of ompctiti c 
advantage for a firm. 



H P RONE 

I TROD TION 

1.1 Backj!rountl t,f th cud 

Stnlll' •il' dlhn · · 11 in becoming popular in the business world. To achieve 

<.:omp ·till\· ud\ untage. firm need to combine their assets and capabilities in a co­

opcratiYc p li ~ that i termed as strategic alliance. Strategic alliance is considered as an 

e ·entia! ource of resource sharing, learning, and thereby competitive advantage in the 

competiti\e bu iness world. Management of alliances and value creation to attain 

c mpetitive ad antage is very important in strategic alliance (Ireland et at, 2002). 

trategic alliances involve firms with some degree of exchange and sharing of re ource 

and capabilities to co-develop or distribute goods or services (Kale et aL 2000). The 

achie ement of competitive advantage is not ea y by one firm operating on it own 

bccau e it doe not po e all required re ource and knowledge to be entrcprcn urial 

and inno\ati e enough m dynamic competitive market . Partncring with other firm · 

reate th~ opportunit) to hare the re our and capabiliue of firms \\ hile working 

\\ith p rtncr to dc\elop additional rc ource and capabilitit:s a the function fl r nc\ 

mp titi" d nta •~.: Kur tko ct at. 2001). 

1.1. I lfll \llian · 

p nn r hi Ill " Ill 
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and/or integrate selected r ur c~ for mutual benefit while they remam separate and 
entirely independent from .t ·h l thl:r. lt i · a cooperative arrangement which enables 
partners to achi ·v • • ),tis 1 •th •r that they cou ld not achieve alone. Strategic alliances 
nrc vicw1.:d 1 m · huni m for producing a more powerful and effective mode for 
compdin• 111 ,, ·I bali7cd world (COPA , 2000). Strategic alliance relationships 
continu~ tl b~ on~ of the leading business strategies as a result of increasing competition 
in the global market. HO\\e er, strategic alliances can take different forms and as such are 
not limited to commercial spheres alone. lt can be an a lliance of strong partners who are 
direct competitors. alliance between strong and weak partners, alliance between those 
\ ho are weak and seek to gain power, between complimentary equals, or even a merger 
that results in formation of a new organization altogether. The main goal of alliance is to 
add alue with different focuses on trade, competence, information/knowledge 
acqm ition or overcoming barriers (Gomes, 1996). 

Pre cntly. trategic alliance are a prominent phenomenon in the gl bal ec n my am ng 
multinational companies (M ' s) and bet\\een companie in de eloping countric to . 
Peter Drucker (I 96. p. 76) states that "the grcatl:st chang in corporate culture. and the 
\ ; bu inc in~ conducted. ma) be the ac clcrating growth of n.:lmionships based 

n t n \\1\ r hip. but on partner hip ··. tratcgi IIi. nee arc thercl' re partnerships or 
r bu in unit th t \ mk t l, th r tn achi \ c strat ,ic 1lly 

mutu II .. fi i 
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fall short of a merger or a full partnership" (Whccclan and Hungar, 2000, p. 125). The 
alliances range from inform \I ,\ 't\ ·m ·nts commonly referred to as "handshake" to 
formal a •rccmcnt , '' ith I ·n •th. ontra ·ts in which the parties may also exchange equity 
or ~;ontribut1.: · tpit tl t' I rm a ·oint cnture corporation. Typical strategic alliances are 
formed b 'l\\ · ·n l\\ lirm : however, increasingly these are trending towards multi-
company al\i,mc' \ m re common example is a six-company alliance strategically 
f rmed b) Apple. on). Motorola, Philips, AT&T and Mitsushita to form General Magic 
Corporation to develop Telescript Communications software. 

1.1.2 Organizational Competitiveness 

Competitiveness relates to how effectively an organization meets the wants and needs of 
its customers in the marketplace relative to other organizations that offer similar products 
or er\ice . Porter's (2004) concept of competitiveness focu es on prosperity created 
from economic acti ity that create value by pro iding product and ervice at price 
above their co t of production . Poner u e productiv it] a the key fact r in defining 
comp titi\cne . Poner defines the compctiti"ene fa I ation a the pr ducti it that 

mp nn: ated there an achicH!. lie u ·cs thi s d linition f compctiti cnc s to 
un th rl\c f u tain bl economic prosperity at a gi\ en lo at ion. 

m P ncr th pnn iplc r c mp titi\ dvanta •c ar low C( st 

finn ' iII tt i I it i hi (\) 
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firm also gains competiti if it i. bl' to di ITcrentiate itself from competitors. 
Differenti ation leads to ofl~rin' n 1 n)du t or ·crvicc which is unique and desired, which 
translates into pn.·mium 1 ri in ' · I his also leads to superior performance and higher 
margins. P\H·t ·1 lurth 'I -. plain that competitiveness is attained through strategy based 
on sctlpc. In tlu ·a the firm gains competitiveness through defining its segment (scope) 
in wh ich the linn perate and focusing on it. 

Organizational competitiveness refers to the ability of an organization to withstand 
variou challenges in the operating environment. It is the various strategies that have been 
put in place to prepare an organization for eventualities as well as to make it better placed 
than its competitors to face an ever changing world of economic turbulence. Some 
organizations adopt technologies that are unique or advanced, while others invest in 
preparing their taff for all kinds of unforeseen changes. It is al o common to u e a strong 
brand a a tool to enhance competitivenc e ,pecially \\here an organi;ati n deal with a 
pr duct that ha a large number of ub titute ( bb. 2003). 

1any organization at o u e globalization a a tool for compctiti c advantage. ur i al 

pr 

h 

llllp titive environment rcquin: achi~.:vinc gl )bal compctiti cncs . mcc 

h n ed nd opened up th \\Orld a a market plu c for u , be it f r 

to pit, liz~.: on thi opp rtunity. r 'tmizatil ns 
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1.1.3 Commercial Bankin~ in ny~1 

ommcrcial banking in K nv :-.t imat d to have started around 1896 with the National 
Bank of India OJ ·nin • it lir t htan h. '1 hi · was followed by Standard Bank of South 
Africa. 1\(lW 'l111U1r I h ll r d Bank opening its first branches in Mombasa and Nairobi 
in It> I I. c- ltd in, t 'ung·a (2005) the Kenya Commercial Bank was established in 
I 9 ~ 8 utter u merger between Grind lays Bank of Britain and the National Bank of India. 
rhe operati\e Bank of Kenya was established by a group of farmers in 1965 with the 
mandate of providing financial services to Co-operative societies. This was followed 
three year later by the establishment ofNational Bank of Kenya. 

The banking sector in Kenya is governed by the Companies Act, the Banking Act, the 
entral Bank of Kenya Act and prudential guidelines issued by the Central Bank of 

Ken}a. The Prudential oversight is exercised by the Central Bank of Kenya, the Nairobi 
tock :\change and the Capital Markets Authority. Liberalization of the banking ector 
taned in 199- \\here exchange control were ub equently lifted . There arc 44 

commercial bank in Kenya. The large ·t in term of market hare by dcp it a at 20 I I 
r~.: Kcma ommcrcial Bank. Barclay Bank. -op rati c Bank. tandard 'hartcrcd 

1.1.4 K fl) ' omrm·n:ial Bank 

riiBn h b n h n t\ l rk I 219 outkt in the n.: 1ion. md 
nd ut m t I t II r 1 ' hin 

n1 ith ti n in n. . I nz ni ' 



Uganda, Rwanda, Burundi and \llh , u :inn. The Bank has five major subsidiaries in the 
five countries to offer · )mma ·i.\\ hankin) s •rvice in Tanzania, Uganda, Sudan, Burundi 
and Rwanda rtslw ti' ·h I 1 • ·< mplish its 5-year strategic plan, KCB will continue to 
c pnnd in lh · r · •i\)1\. "ith planned ·ubsidiaries in Zambia and Democratic Republic of 
'ongo ( K ' H nnual I cp rt. 2011 ). 

The K B B ard of Directors and management continue to pursue the principles of good 
c rporate go ernance in running the bank. Since 1970, the bank has continued with good 
corporate go ernance practices with an emphasis on service and operating efficiency. The 
uccess of this strategy is reflected in pre-tax profits that have continued to rise over the 

years, placing the Bank at the top of profitability in the Banking Industry in Kenya. The 
profitabilit} (profit before tax) trend for the 5 years from 4.2 billion shillings in 2007 to 
over 15 billion shillings in 20 II. The bank created a trategy and ew Business Divi ion 
headed b} a director in 20 II. Thi division work hand in hand with other divi ion and 
·ub idiarie in the bank in the execution of trategies ~ r the entire bank group. In 
c encc. th di\ ision dri\e ·trategy. inno ation. re carch and project management ~ r the 
bank "ith th kc~ r cus of developing and pro iding af~ rdablc er ice· rei ant to it 
tar d m, rkd . ( K B Annual R~.:p rt. 20 I I). 

1.- ~ ar h I rohl m 

m nili ntl. influ n th mn· m rk t pi . B u in' 

Rp 
Ill titi 



example of factors chall nging ,lirms to onstantl y upgrade current competitive 

advantages while th d \d p 1\\.-.: on 'S to maintain strategic competitiveness 

(Ge letkanycl', 00 I) that strategic a lliance, if well implemented can 

lead to {H • lllllllnm' ' d operations and competitiveness. Companies continue to 

form 11lian · · · 111 11d r t btain technology, to reduce fin ancial risk, to reduce political 

ri ·\..., to guin acce· t pecific niche markets, and to achieve competitive advantage 

(\ heelan and Hungar. 2000). 

De pite the popularity and advantages associated with strategic all iances that have seen 

many companies rush to form strategic alliances, few have succeeded. lt has been 

projected that the failure rate of strategic alliances cou ld be as high as 70%. Studies have 

shO\\n that bet\ een 30% and 70% of alliances fail; in other words, they neither meet the 

goals of their parent companies nor deliver on the operational or strategic benefits they 
purport to pro ide (Bamford et al. 2004). Alliance termination rates are reportedly over 

50% (Lunnan & Haugland. 2008). and in many ca e ~ rming uch relation hip ha 
re ·ulted in hareholdcr alue de truction for the companie that are li ted on the t ck 

c. hange nd engage in allian cs (Kale. D)er. · ingh. 2002). 

In K . m 1 b nk form 1rak •i alli.n e::; in dir ct n.:sp n e to ompetition nd t 

pi 

n int* bout the lutur . ' n)n ommen.:ial Bank ha partnered "ith 

firm u h K 
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h lit turc 
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concerning commercial bank in }(en 1. Mua a and Muganda (20 12) investigated the 

relationship bctwc n inform 111 n t • ·hnolo )y onceptualization and bank performance. 

Magutu ( 007) did 1 hl~h \ll 111 d !ling the effects of e-commerce adoption on business 

proc '!'!' 111 '1111, ·m ·nt. nd m rc recently Wanjau (20 12) carried out a study on the 

in · ·tigation int 1 c mpetiti e intelligence practices and their effects on profitability of 

firm ·. 

Among the e studies previously done none has been done on the competitiveness of 

trategic alliance by commercial banks in Kenya to the best of this researcher's 

knm ledge. A knowledge gap therefore exists and hence this study seeks to address this 
gap by investigating whether strategic alliances impact on the competitiveness of Kenya 

Commercial Bank in the increasingly competitive Kenyan banking industry. The study 
thus seeks to adress the questions as to whether strategic alliance lead to competitiveness 

in the context of Kenya ommercial Bank and the common trategic alliance that the 
bank ha - ince entered into? 

1.3 R car h bj cti' 

'I hi tudy h d th~.: following p~.:ci fie objccti c ·: 

li lr::lll.:gic a\lian c th l b~.: l enhance compctltt~cncss in h.cn. a 

(ii r c mp titi ~.:n h 

th t K rnm i 11 n h 
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1.5 Value of the tudy 

Thi s area of compcttti f. tr.\1 •li' alliances in the banking sector is still suffering 
from a dearth ol mloull 1ti lll •ar h in the various components in this area may help to 
um.:mth hith ·rt) unkn \\11 inf rmation that may go a long way in facilitating further 
uml·r-;tundmg 1! the !actor that encourage formation of strategic alliances and what 
linn · ma) d) t gain competitiveness. It might also contribute to the existing body of 
~n ''ledge and fill in the gap on the successes of strategic alliances among banks. lt may 
a\ o act a a ource of reference materials to scholars. 

Kenya Commercial Bank and other financial institutions may be enlightened on the 
important factors to consider while forming strategic alliances in the highly competitive 
banking industry. This information may help them in partnering with the right kind of 
firm to fo ter their competitiveness in the market. 

The g vernment and BK may al o find thi information u eful in formulating p licic 
thnt may better guide the t:ype of alliance and considerati n be[! re a firm decide · on 
u h op~rati{ n. 'I hi is bccau · as the finan ia\ ect r gr ' s the go ernment has to 

up \ ith 1 lli il! thnt ddrcs the ari us challenge \ ithin the c tor so as to 
t r •r ' th "ith minimum drm b ck . 



H PTERTWO 

1 1'1 I._RATUR REVIEW 

2.1 lutroductiun 

This ·h tpt ·r pr · ·nt ·d inf rmation from other researchers who have carried out their 
r ·~~:ar ·h in th ~am· and clo el related fie lds of study. The specific areas covered here 
ar th r ti al re\ ie\\. empirical review, and conceptualization of the literature. 

2.2 trategic lliances 

trategic alliances are widely considered as collaborative strategies formulated and 
implemented to meet shared objectives and develop superior resources cooperatively. 

ccording to Hitt et al (2006, pg. 260) "strategic a lliances are formulated for both 
business le el strategies and corporate level strategies for expansion and other 
objective " . The~ define strategic alliance as a cooperative strategy in which firm 
combine orne of their re ource and capabilities to create a competiti e advantage. 
Porter and Fuller ( 19 6) al o refer to trategic alliance a a trategic coalition hich 
need a g d partner to conduct a de eloping partner ·hip. ' h re rganizational re ur c 
nd c pabiliti arc shared and new one arc a quircd and de 

furth r ·pi , in th·n in trah.: 'ic alliance particip ting lirm pur ue sharl!d objl!cti cs and 
lu 

Fiml u rdcr m n t l tr·m l nn th m nd ll tah 
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strategic alliances can be m tl). :umm. ri?~tl into three types: joint venture, equity 
strategic alliance, and n n 1uit str:ll ,ic 'llliance (Porter, 1990). These three 

llli 111 • < ntnhutc to competit iveness in different ways. 

joint v ·ntm • i un alliance\ here two or more firms form a legally independent firm to 
,· han~ their colla rati\e capabilities and resources to achieve competitive advantage in 
the mark.et. Joint ·entures are effective in establishing long-term relationships and in 
tran ferring tacit knO\ ledge from one firm to another (Berman et al, 2002). The different 
experti e and experience in particular fields that each firm brings into the alliance foster 
the ustainable competitive advantage. 

Generally. firms in a joint venture share resources and participate equally m the 
operation management. As explains Om all (200 I) a good example is the relationship 
between ony Pictures ntertainment. Warner Bro . niver al Pictures, Paramount 
Picture . and Metr -Goldw~.n-Ma}er In . ''here each ha e a 20 percent hare in a joint 
venture to u e the internet to deli r [! aturc film n demand t cu tomer . J int enturc 
rc on id~.:rcd ptimal form of allianc~.: \\her~.: linns hare and combine rc urcc · and 
ap biliti . '1 h~.: pani ipant firm combine C{ rdinati n of manu fa turing and mark.cting 

to new market , intdlil!cnc data and r~.: iprocal 11 '' s of tcchni ,\\ 
m nn ti n II kin n nd Bu nitz. 2< Q_ ). 

n m nt hi 1 nt , \I h 

rti 11 r 
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formed company in proportion t tbl:ir ntribution in re ources and capability with the 
main goal of developing c mp-.:lltt\ nd antagc. trategic alliances focus on the linkages 
of managcmL~nt c tpabiliti · md ( p •ration · activities between two or more different firms. 
/\!' u result. tw~) ~)• m )I' iff·r •nt corporate cultures are usually matched into one goal in 
th~: stntl ·gi · ·11lian · "hen equity strategic alliances occur. Many foreign direct 
inv~: ·tment · uch as tho e made by companies in developed economies like Japan and 
.. in deYeloping economies are completed through equity strategic alliances (Harzing, 

... 00 ... ). 

non-equity strategic alliance is less formal than an equity strategic alliance and a joint 
enture. To ensure competitive advantage, two or more companies form an alliance on a 

contract basis without forming a separate company and therefore they don't take equity 
shares. The main goal is to share their unique capabilities and re ources to create 
competitive ad antage. The relation hip among partner is informal and require le s 
partner commitment than the other t\vO form of trategic allian e . The e n n-equity 
trategic alliance. are ea-sier to implement in compari ·on to the other· (Das et al. 1998). 

1 on- quity allianct! d not rcquirc much experience neither d the) require tranc:;fcr f 
t it r implicd knO\\kdgc und c. pcrtisc . 

pit th rt mm 0 1\ n- quit) trnt I , llianct.: • firm incrcnsin 'I) u thi s 
m.n di r nt lien in Ill li trihutil n 

nt ill ., h rtn hip \1 
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environment. ompetition from n 

Strategic alliances in th f rm 

greater commitments with partners. 

rutivc trategie are on the rise among firms 
because of cornpl • it in ( 1 ration~ and the competitive business environment. 
Out~oun: in ' )I example of non-equity strategic alliance. Many 
comptlnil' l1Ul · 1\.11' • ·en 1ce uch as cleaning, marketing, catering to gain certain 
com1 ditivt: ud\antage ddin and Akhter, 20 11). 

2.3 Factors Fo tering Strategic Alliance 

Economic factor have been identified as the key reason why firms partner in strategic 
alliances. Companies find cooperative strategies more and more important for economic 
ucce . Technology based firms and those that are capital intensive are more eager to 

form alliances to ensure success. It is not practical for many firms to acqu ire technology 
fa t enough on their own and therefore partnering is considered essential (Kell y et al, 
2002). trategic alliances are therefore expected to enable firm enter new market more 
qui kly and to create alue that they could not de elop by acting indep ndentl am ng 
othl!r bendit . < pcrativc trategi arc hailed a profitable and large firm arc n t d to 
at:count f<r more than 20 per cnt of the rc\ enuc fr m trategi all ian c . ent (200 I) has 
prcdi l d th lin the n~ur future trutcgic all ian c \\ill a count f r a much a · "- percent 

rC\ nu 

"I 1 th r t r m ti tin, finn [i rm trnl 
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restriction into India' in ur m 1~1. r\... t prompted American International Group (AIG) 
to form a joint venture ·til J \,\u I , with Mumbai-based Tata Group. Tata AIG is 
presentl y con:i I ·r · I HI ( I th I· r l' l conglomerates in Indian market. Competitive 
advunlu ·~ i · 1111 ·u t inuhl' in fa t-cyclc markets because the firm's capabilities that 
contribut · lt1 ' mp ·titi c ad antage are not shielded from imitation. They are high-

docity emir nment that place immense pressure on top management to make quick 
·trutegic deci ion . Firms in industries such as mobile phones and PC vendors are forced 
to con tantl look for sources of new competitive advantages which are best provided by 
trategic alliances. Sometimes, companies establi sh venture capital programs to facilitate 

efforts to build operational capacity and efficiency (Chesbrough, 2002). However, 
standard-cycle markets make use of economies of scale and large volume orientation as 
ke areas of competitive advantage where they form strategic all iances to complement 
their resources and capabilitie (Uddin and Akhter, 2011). 

o io-political factor al o affect trategic alliance . De pite hina' formal entry into 
the World Trade rganization (WT ). mo t foreign firm that have entered hina a a 
r ult of huge p tcntial hina· market present . lind it difficult to e tabli h their 
lc itim. ~ (A hi trom and Bruton. :wo 1) . 1 his is m l like! due t m st 'hinc ·e 

pp iti n f pr p rt) right ''here I al uthoritic and th~.: ommuni t Purt , feci 
pn nmnc.: l n.: ult , ta c.: and li en ~ imp )s~o:d on 

n . h 
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h illt 

n li 



Cost of production i n )th r k t rminant factor for trategic alliances. Most firms will 
establ ish buo.:in · ·s in Hh ·r '( untri s to lower the cost of production. Easy access to 
\() \ l:{)Sl ltb n. ·n ·r '\ ,md th ·r natural resources are the motivating factors behind such 

, ti n f facilities needed for production also foster strategic alliances. 
tlra ·tiv~;: l ati n allo\ a firm to gain fu ll advantage of strategic alliance (Bernstein 

and Wein tein. _002). For example, Africa is a prime location for major multinational 
companie the same \ ay in Eastern Europe, Hungary is a prime location for many 
manufactures. Africa has lower labour costs the same way Hungary is considered in 
Ea tern Europe (Wilson, 2001). 

2.4 E ffectiveness of Strategic Alliance 

Literature on empirical evidence on the effectivene s of strategic all iances has been 
pre ented o er the pa t. trategic alliances are the re ult of collaboration between firm 
de ign d to fo ter competitive bu ines and c operati e relati n hip ( ddin and Akhter, 
2011). trategi alliance allo\ partner to focu on 'hat the can do bet in ord r to 
provide value t ustomcr . Bierly and oomb-, (20 4) argue that m t alliance ha c 
greater chan c to taminate if they ar~; formcJ early or lute in the product de clopm nt 

II \ c\Cr thcrc a hi •her han c ol ::.u ccs in miJ- t. gc ol pr du 
m nt. Hi. nee rc th n:forc rr ht d \\ith the pr luct (h:-.:ch pmcnt cy lc. 
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international strategic all ian mb. nnd Deeds, 2000). In a study, Soh (2003) 
observed that techno to .i ·\I · )1\,\l )r;\\ il n ith partner and repeated interaction with new 
and cxistin' p·utn r impr ' d n • products' performance. Using a sample of 132 
bi()\ · ·luwl), lirm . I · and II ill ( 1996) studied the association between new product 
d · ·lopm ·nt and ·uutegi alliances and a positive relationship was observed. 

lo ·t of the re earchers emphasized on transaction cost theory and resource-based view 
to analyze the alliance formation feasibility study. Initially firms focus on access to 
re ources of partners followed by shortening of time to develop or market products. Cost 
reduction is the focal point for some strategic alliances in the initial stages of formation. 
But in high technology industries resource-based view prevails over the transaction cost 
theory (Yasuda. 2005). Chang (2004) examined how Internet tartups' venture capital 
financing and strategic alliances affect these startups' ability to acquire the resource 
necc ary for growth. The tudy found that three i ue po itively influenced a startup' s 
time to IP :the better the reputations of participating venture capital firm and trategic 
alliance partner were. the more money a tartup rai ed. and the larger\ a the iLe fa 
tnrtup' n t\\ rk of trategic alliance . 

tu 1c c ntinue to c. amme the relation hip bcl\\cen stratc\!ic alliance and 
per rm n . R th crm nd Bo ker, 20 l8) in\C ti "ah.:d \\ hcthcr the nunl cr or 

lin d \ th fim1' ill b n ti r late Ito the lc\cll I firm p rt mnancc. 
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tend to concentrate their allian ' ith omp~tit r within boundaries of a sub-network, 
whereas firms with I " p rf nn;\n ill not. They found that higher levels of 
performance arc n ·, tll\ +. r lJt ·d to the number of alliance agreements that firms enter 
inw, that po\)t p ·rl~)tm n • au cd firms to seck additional cooperation with competitors, 
and th ll p ·rr )tmance difference did not affect the degree to which firms concentrated 
cooperation '' ithin a ingle sub-network. 

Kale. ingh. and Bell (2009) sought to find out to what extent inter-firm strategic 
technology partnering affects the profitability of companies engaged in such joint efforts. 
The re ults shO\\ed that joint venture activity tends to have a significant negative short­
term impact on profitability in chemicals and mechanical engineering industries but 
insignificant effects in the resource - processing sector. No significant long-term effects 
of joint venture acti ity on profitability were found in any industrial sector. De pite 
re earch attention to strategy and performance of trategic alliance individually, little 
re arch e. amine the relation hip of tho e factors and their affect on the whole. 

2.5 Organi1ati nal mp titivc d antag 

Port r diam )nd model uggc t that s me nation and rgani1ati n are more 
c mp titi' th n th r in the 'lobe. The ar 'Umcnt is that the nati nat h m bas of an 

ti it , ith r itic 
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Factor condition ar tho'> thnt '.ln t ', ploitcd by organizations in a given country. A 

company can th •r ·for· 11 ll and build on these factors to advance competition. The 

factors in ·lud · highly ·killed labour. availability of raw materials and natural resources. 

Demand condition· are brought about by large and more demanding home markets as 

opp ·ed to foreign markets. This creates global competitiveness of the local companies. 

Porter further e plains that related and supporting industries and suppliers can determine 

a company s competitiveness by making the company cost efficient and helping it to get 

more innovative parts and products. Similarly, a firm's structure and rivalry potentially 

affect its competitiveness. Porter ( 1990) explains that the five major forces could 

endanger a firm's position within a given industry if they are not tackled in the best way 

possible to achieve and maintain competitive advantage in the industry. 

Evidence sho\ s trategic alliance formed at complementary bu ine levels, e pecially 

Vertical ones, have the greatest probabilit of creating a u tainable competitive 

advantage. Thi ha re ultcd in a large number of c mpanie entering into alliance t 

gain competitive ad antage ( ddin and J...hter. 2011). imilarl):. ·trategic alliance 

d igncd to rc p nd to competition and to rcdu c unccrtaint): can al o ere te mp titi c 

advama 'l:. Jlow~.:vcr. the adv. ntage Crl:atcd throul.!h )111pl~.:m~.:ntary (h th crtical nd 

trall:gi allian cs arl: morl: p rm:.ml:nl than the other that tend to t 

mpl m nt 1r. llian c b m l'l: ~omp titi\ l: I rim, ril ' 
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thereby reducing uncertainty whil · mp"tition alliances tend to be formed to respond to 
competitors' action ruth ·r thnn t .11tn k ompctitors. 

The parli ·ip·tnl · or rp ratc-lc el strategies can also use the strategies to develop 
compl:titiv, int lligence I) through knowledge management. Knowledge management 
i · crucial f r the firms to gain maximum value from this knowledge. Competitive 
intelligence in ol es gathering, analyzing, and applying information about products, 
cu tomer and competitors for the short term and long term planning needs of an 
organization (Blenkhom and Fleisher, 2003). Indeed, competitive intelligence can be 

ie\i ed as a "process for supporting both strategic and tactical decisions, and in order to 
support Cl organizations need systems and processes to gather and analyze reliable, 
rele ant. and timely information that is available in vast amounts about competitors and 
markets" (Cobb, 2003, p. 81). 



. H PTER THREE 

11 METHODOLOGY 

'\his ~h 1pt ·r pr • ·nt · th ariou · stages and phases that were followed in completing the ·tud , . lt in\ \ d a \ueprint for the collection, measurement and analysis of data. lt was the 0\ era\\ cheme. plan or structure conceived to aid the researcher in answering the rai ·ed re earch questions. Therefore in this section the research identified the procedures and techniques that were used in the collection, pr9cessing and analysis of data. pecifica\\ the following subsections were included; research design, target population, data collection instruments data collection procedures and finally data analysis . 

3.1 Re earch Design 

Thi \\as a de criptive case study aimed at examining the effects of strategic alliances on competiti\-ene s of Kenya ommercial Bank, where the context was the bank staff in trateg~ and e\\ Bu ine Divi ion of the bank. According to ooper and chindler t20 "'). a descriptive tudy i concerned with finding out the what, \ here and how of a phen mcn n. De riptive rc earch de ign \\>a cho en becau e it enab\e the researcher to n ra\i lhe linding to a larger p pulati n. Thi tudy therefore\ a ab\e to genera\i e th findin \ a\lth commercial bank in Kenva . . 



3.3 Target Population 

Target population is th p' ·ifi · pOf ul:Hi()ll about which information is desired. 

According to N •cchu ( 0 >I . 1 1 ( pulation is a well defined or set of people, services, 

clements. t.·v ·nt-:. •r lllp (l( thin,., or hou eholds that are being investigated. This 

deli nit ion ~:n-:ur · that r pulation of interest is homogeneous. Population studies are 

more repre ·t:ntati\ e e au e e eryone has equal chance to be included in the final sample 

that is drm\ n according to 1ugenda and Mugenda (2003). 

The population of interest consisted of the management bank staff in Strategy and New 

Business Di ision of the bank that deal with strategy issues on a day to day basis. 

Additional respondents were the bank directors who naturally would possess sufficient 

knowledge on issues to do with strategic alliances entered into by the bank and their 

impact on the bank. The population characteristic is as summarized in the table below. 

Table 3 . .., .I: Target Population 

cnior Bank Manager 

Total 

ourcc: K 

.4 Datu (<II· ti )11 

26 

7 

Percentage(%) 
-+--

79 

2 1 

10 
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to facilitate easier analysis a th 

questions were used o 

r in imm 'dint ' usable form ; while the unstructured 

ur: 1l' th' r spondcnt to give an in-depth and felt 

re ponse without fc -lin' h ·lll.t kin r ·aling any information. 

With un~trm:lur ·d qu · ti 111 • 1 ' p ndents' response may give an insight to their feelings, 

back lfOtmd. hidd ·n m tt att n. interests and decisions and give as much information as 

po ible , ith ut holding back. t the same time, with the use of structured questions, if 

the re earcher i after information that he finds easier for administration purposes, he 

v ould u e thi method since the questionnaires and interviews are followed by alternative 

answers (Manoj, 2006). Similarly secondary data sources were employed whereby use of 

previous document or materials to support the data received from questionnaires that 

included ne' spapers, books. journals and magazines avai I able in the libraries and online 

information through website ''ere visited . 

3.5 Data naly i 

Data collected ,,a main I)' quantitati e in nature. 1 he de criptive tati tical to 1 help d 

the r . earcher to de cribe the data and determine the extent to \ hi h it rna be u ·ed. 

naly i \\as don b th quantitatively and qualitatively by u. c of des ripti e stati tics. 

'J hi in ludcd frcqucn y di ·tribution table . percentages. m~.:an and standard de' 1atic n. In 

addition, dv m:cd t ti tical tcchniqu~.: (inf~.:r~.:ntial tali tic ) \\ere lso consid~.:r d. ' I his 

\\ m in I rrd tim ''hich "• u ~.:d to tc ll\ rclati n hip bl.!t\\c n thc 

n bl h n cri, I rrd Ilion l t\ I:Cil th' 

nt int rprct in t nn l n c rrd 
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H PT R F UR 

DAT L T AND DISCUSSION 

4.1 lntroduttic111 

This ·hnptt·r pr · · ·nt · lh • car h findings and interpretation of study data. The research 

tud " us d~s ·riptiYe in nature and aimed at establishing the types of strategic alliances 

that be ·t enhance competiti eness in commercial banks in Kenya and the kind of 

competiti ene created b such alliances. The results of the survey are expressed in 

term of mean. tandard de iation and percentages. These are represented in tabular form 

and also by use of graphs. A questionnaire was used to collect data for this study. The 

questionnaire gathered information on perceptions of Kenya Commercial Bank officers' 

on forms of strategic alliances entered into by the bank, reasons for forming such 

alliances. effectiveness of such alliances, and the contributions of such alliances towards 

competiti ene s of Kenya ommercial Bank. Likert- format item were pre ented with 5-

point cale . \\here I =" trongly disagree," 3 ="neutral." and 5 - " trongl agree". ut 

of 17 que tionnaire ent out. a total of II filled questionnaire \\ere rccci ed back. Thi . 

repn.: en ted a re p n e rate of 66% (per cent). 

-'.2 (, n ral Information 

J he rc p nd nt \\ re rcque ted to indicate th ir 'cnder and thc level of ~.:due ti ,11 

ll in d. f·urth r th ·y \\l.:fc I o l l in ll'tll.: th~.: ) ition held \\ithin th~.: 

pr nt 



Figure 4.2. 1: Gender of Re pond n1 

The results to the question of gender were as represented in figure 4.2. 1 above. 

According to the findings, majority of the respondents (61 %) were female while (39%) 

were male. The study had more female respondents than male either as a result of more 

female employees currently occupying the positions of manager and credit officer, or 

O\ ing to the fact that women were more willing to fill and return que tionnairc . 

Fig 4.1.2: Level of ducation 
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From the findin gs on the level of du ti n It lin d b the re pondents, 73% had a first 

degree from universitic noth r 71 ~' h:1d postgraduate degrees, while none of the 

respondents only had s · 'llll t.u, ·hool ·crtificate qualification. This depicted 

rc pond ·nt~ wh() w 'I·" ·II in I rm ·d and better ab le to comprehend the questionnaire and 

al ' O shtH cd that th' lank nl) employed staff who have attained at least a first degree in 

the mtmagcmcnt cadre. 

Fig 4..... . : Job Title 

Snr Managers 

36% 

ource: Re earch Data 

Clerical Numbers 
0% 

depicted in figure 4.2.3 abo c. 64% of the re p ndent were in the rank. of manager 

while 36% indicated the} \\ c.:rc c.:nior manager . one of the r p ndcnts \\a a clerk. 

'J he findings could mean that manager \\Crc m rc willington.: pond to the qucstic nnairc 

than tho_c in the Jc,d of seni< r manager or that there re fc\\cr p\.:ople in the n nk of' 

in the bank. 
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one (91 %) percent of the re p nd nt indi nt ' d that the bank frequently entered into 

outsourcing agreement with p·utn r-.. f)ll w •d b li ·cnsing agreement at 64%. 

Table 4 .. I : Typ . ._ )r lit 111 • • Us ·d 

No 

I 

2 

4 

5 

6 

Joint v ·ntu1 · 

Equity ·trutegic alliance 

Licen ·ing agreement 

ut ourcing agreement 

Di tribution agreement 

upply contracting 

Source: Research data 

Frequency Percentage 
I 9% 

2 18% 

7 64% 

10 91% 

3 27% 

4 36% 

The principal agent theory in finance literature argues that the form of institutional 

incorporation has an effect on behaviour of its managers and shows how they are 

influenced b} external stakeholders. The bank seemed to prefer non-equity strategic 

alliance to all other forms of partner hip . uppl} contracting came third at 36% while 

joint enture that the bank had entered into came Ia tat 9% and equity trategic alliance 

wa fifth at a paltry 18%. iven the long-term nature of joint cnturc- and the fa t that 

firm· tran li!r tacit knO\\Iedge from one t another. it ccms the bank a oided m re of 

uch p rtna hip gi\ en the non-dis losure clause through "hi h bank operate in 1--.cnya. 

l~qually. quit)' tratcgi alliam:c may prm e h rd li.lr a bank given the fact that there is 

n r m1 ti n of nc\\ mp n~ by t\\ or mor • firm \\here they control ih 

n t th in th n ' mn 11. • n-cquit~ 11 tc :.it; 

Ul uppl~ nt p ibl; I 



because of the ever changing n ironment coupled with uncertainty 

surrounding each businc ·s 

4.4 Rcusons for F wminr• St.-. t gic Alliances 

This stud ust:d t>ight-fa 'l r index to measure the main reasons commercial banks enter 

into ·trntegic ulliance \\ith other partners. Using Likert-scale of 1-5 where !==Strongly 

Agree. ~== gree. "'= eutraL 4==Disagree, 5==Strongly Di sagree, the respondents were 

reque ted to indicate the main motivating factors for the bank to enter into strategic 

alliance . The frequencies of the responses are presented in Table 4.4.1 while the mean 

and standard de iations using Cronbach's alpha value of 0.862 are represented in Table 

4.4.2 belov . 

Table 4.4.1: Frequencies for Motivation to Form Alliances 

Reasons_ for forming allianc~ 1 

To manage and minimize co ts/risk 0 

To minimize market price uncertainties 2 

fo provide uperior cu tomer alue 0 

To ma:'\imizc profit for the bank .., 

To hare and gain tacit kno\\ ledge 0 

To protect and enlarge market hare 0 

'I o compliment/gain re ource and capabilities I 

'I o acquire tt: hnology I 

S urct: : Rc ar h data 
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To maximize profits for the bank .27 0.845 I 1 

To share and gain tacit know! dg 3.98 0.532 1 1 

To protect and enlarge market ·h tr 4.66 0.375 11 

To compli ment/gain resour 1n J 'J Jhilitic · 4.43 0.398 1 I 

To acquire tcchnolog 3.65 0.687 I 1 

'ource: Rcscur ·h d 111 

The lowest ·tundard de\ mtion \ as recorded for the need to provide superior customer 

va lue at 0. 41 a the main reason the bank formed strategic partnership with other 

organization . This was follov ed by the need to protect and enlarge market share and the .... 

desire b the bank to compliment or gain resources and capabilities with standard 

de iations of 0.375 and 0.398 respectively. This showed that these reasons were the main 

motivating factors as they equally generated the highest mean va lues. 

Con ersel,. high standard deviation of 0.845 and 0.702 were recorded for the need to 

rna, imize profits for the bank and minimizing market price uncertaintie . The high 

tandard de iation indicated that data point \ ere widely di per d from the mean 

·howing the impact of the e ariable \vere lo\ . The tudy therefore ~ und that 

profitability \\3 · n t th main driver for formation of an:y ~ rm of c pernti e alliance b 

the bank. 1 he need to minimize market pri e unccrtaintie c uld ha also regi"ilercd 1 " 

mean \, lu due.: to tht.: fact that pri ing of bank pr ducts is a factor r man y variables 

indulin infl ti n, nd re:: ulati( n by cntr I B nk of Kenya. 
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been formed in the period reque ted. H "e\ ~,;r, • ~ 'n of the alliances which seemed key 

to the bank were repeated b n 'ul .111 thl r spond ·nts. The ummary of the findings are 

presented in table 4 I bdo" 

Tab I~.: 4 .. I: II iam::~ · F 1r111t:d b · the Bank 

Type of Alliunce Alliance Description 

M-Karo Partnership with Safaricom/Mpesa- fee collection platform. 
-
ATMs Partnership with Kenswitch to provide extra A TMs. 

Card Solution Alliance with Visa/Mastercard to provide Credit/Debit Card. 
1 Mobile phone banking partnership with CEVA where 

subscribers can transfer money through mobile phone to any 

KCB Mobi network in Kenya and globally. 

Partnership with various retail outlets to provide agency banking 

KCB Mtaani services. 
Point of Sale provision in partnership with Tracom to enable 

POS merchants to swipe debit and credit cards. 

Partnership' ith DFID/FSD to distribute funds to nomadic 

HSNP I families in North Eastern. 
Source: Research data 

As indicated in the table abo e. nearly all the cooperative alliances mentioned fall under 

non-equit trategic alliance aimed at providing better ervice olution for the bank. M-

Karo i a li en ing agreement with afaricom' Mpe a to enable client to pay h ol 

fee din.: tly into ho I · bank a ounts u ing the mobile money tran fer pi tform. I he 

bank al cnten.:d into a fran hi ing agreement with i a and Ma t r ard to issue debit 

ard • rcdit ard and prepaid cards to clients. • he bank al o had an outs ur in~ 

•rc m nt \ ith I r lHn f r c, r<.J, quiring bu inc whcn.: thc bank pn vidcd p )int of :.1k 

urthcr rein l r d th p r cption of thc n.: p ndcnt~ 

th t pr ~ n n quit. to c uit) m 'oint 

ntu 



4.6 Effectiveness of tratcgi lli:ln s 

This study found that strat ' •i · .llli,u' .., nhan cd the effectiveness of the participating 

1dmg organizational learning and competence which 

included int 'Ill ditulll111 r ta it kn ledge and embedded skills, improving performance 

through pr )lit mu imization and growth of customer base. The partnerships were also 

effccti e in co t and risk related issues due to potential to reduce and diversify risks and 

haring of co t thereb minimizing some costs like marketing and those involved in 

research and development. These alliances were also effective for strategic reasons which 

are product, competition and technology related. The respondents indicated that the bank 

expanded its market position, gained access to new technology and achieved competitive 

advantage over its rivals. The findings are presented in Table 4.6.1 below. 

Table 4.6.1: Frequency oflmpact of Strategic Alliances 

1 2 3 4 5 

0 2 2 4 3 

5 2 
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with the statement. This was followed b the impn t f enhancing capacity utilization of 

the bank thereby affecting it · I ' )lum . 1 :1 < mhincd tally of 9. The attribute which 

sought to know i r poor p ·tlonlhlll • • '.\U ·d th' firm to seck cooperative alliances had the 

least upprovul at a rrl'llll ·u ') tall r 2 onl . This showed the bank was not compelled to 

form alliunc~:$ du~: top) r p r[i rmance. 

4.7 trategic lliance and Competitiveness 

Re pondent ' ere also asked to assess the contribution of strategic alliances towards the 

competiti ene s of the bank. Majority of the respondents felt that strategic alliances had 

helped the bank to offer superior services to their customers and helped to build a strong 

brand name in the Kenyan banking industry at an approval rate of 78% each. 

Table 4.7.1: Percentages of Competitiveness 

0/o 0/o 0/o 0/o 0/o 

1 2 3 4 5 

0 12 10 48 30 

lligher profit margin to the bank 8 26 

bank I 0 

29 

0 18 
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32% only which showed there pond nt uld not point out the unique products/services 

that stood out in custom r ' mind . 

4.8 Corrchation unlysi' 

As indicated in r · ·ar ·h ~ect1 e , this study was interested in finding the 

competiti ~nt: · · created b trategic alliances formed by the bank. As a result, various 

ariable that determine the impact of strategic alliances on a firm were analysed to find 

out if any form of linear relationship existed. According to Bierly and Coombs (2004), 

thi relation hip can be tested by calculating the correlations between the types of 

cooperative strategic alliances formed by a firm and the impact such alliances had on the 

firm. From the Pearson Correlation analysis, given a set of data (xl'yi) with n data points, 

the lope. y-intercept and correiation coefficient, r, can be determined using the following 

formula: 

The correlation in thi tudy \\ere calculated u ing a imple M . eel heet to generate 

the orrdation coeffi tent. r. The illu tration of the correlation alculation arc 

rcprc cnt d in I hie 4 .. I hclow based c n the 7 kcv tratcgi all ian cs fm11cd h) the 

bank in th pa t )car . 



0.3526 

0.5893 

0.7939 

0.6745 

-0.1932 

0.3964 
0.6511 

0.6369 

From the anal ' i ·. there are generally positive and significant relationships between the 

total number of ke) trategic alliances formed by the bank and the effectiveness of such 

alliance , imp! ing a positi e relationship between strategic alliances and organizational 

competiti eness. This is evidenced where all but one variable returned positive 

correlation coefficient with some as near to 1 (one) as 0.7939 for the variable where 

strategic alliance helping the bank to expand its market position. One item returned a 

negative correlation - poor performance causes a firm to seek cooperative alliance (-

0.1932). Thi howed that thi ariable did not trigger the formation of cooperative 

partner hip in the bank and therefore \\a in ignificant. 

~.9 Di u i n 

I· inns un<.lcrt. kc tratel!ic lliancc for many rcas n '' hich in ludc cnhan ing thctr 

pr u ti n.:ducc unccrtainti in their internal stru turc and c tcrnal 

nt. I n. th r ''ill r nn tratc i llian c to acquire l mpctiti-.:c · d-.:anta' ·~ 
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lit r tu r mph th l ill nn hi 



higher control and more operational nc-..it ilit and r"alization of market potential. 

Operational ncxibi lity result from r·n hin 1 ()Ill lc) n 'W skills, knowledge, and markets 

through shared invcstm ·nt ri k lhi 'UII 'Ill tudy found that the bank formed strategic 

alliances with other lirm · r)r hUt u r ·a on ranging from the need to provide superior 

value to client_·, to prot 'cl and enlarge market share, to resources and capabilities and 

even to minimize co ·t · and ri k . 

The moti e for trategic alliances is therefore driven by the desire to address internal 

organizational problems. economic benefits. the need to engage in strategic positioning 

and political manoeuvring with governments and market rivals. This study however noted 

that firms forming alliances in the banking industry are driven less by internalized 

organizational issues such as costs and benefits as opposed to the current market 

positions of each firm, their joint re ource capabilities and technological asymmetries 

relative to the firms engaging in such tran action . A firm i therefore driven to form an 

alliance main!) b) i trategic intention to po ition it elf in the market rather than the 

economic rationalitie 



H p R FTVE 

SUMMARY, 0 A 0 RE OMMENDATIONS 

5.1 Summary 

Among patterns or 't)t)p ·••1ti m b 'l\\ • ·n firm , strategic alliances are becoming more and 

more popular O\\ ing l it_: high trategic flexibility. Despite the fact that literature has 

documented failure rate of trategic alliances as high as 50% which should make 

participant, \ orried. the uccess rate and effect of such alliances are on the rise globally. 

The tud had the following findings: 

Strategic alliances are formations that seek to achieve organizational objectives through 

collaboration rather than through competition and thus making such partnering firms to 

gain competiti e ad antage over their rivals. Partnering firms hould guard against such 

failure ince the} carry negative effects including wasted time for manpower, financial 

and material re ource . 

5trategic alliance, hould b based n mutual tru t of partners '' hich can help reduce r 

avoid pa)ino C\~.:ral typ~.: oftran action o ts. If the alliance pro\'e not t be b neficial 

for, ttaining p rti ip ting finn· objecti\l:s and in tend tum. into con traint that impede 

p rformanc . th n ne i in lined to terminate the allian e bdor~.: it is ll o late. 

., h IIi t din p rtncr hip th•tt cnh 11 th~o: 

ill nt I tl ir 



business relationships. Alliance provide opp rtunit fl r participating firms to tap into 

the resources, knowledge, capabiliti' ir partner . They offer potential for 

a firm to leverage its resourc · · tpubiliti s. 

finall y, th stud ' ~:tabli ·h d that trategic alliances, especially non-equity alliances are 

positive and signiticantl) c rrelated \ ith organizational competitiveness in terms of 

impro ing the organization· abilit for profit maximization, expanding market position 

a are ult of growth in cu tomer base. and increasing sales volume. 

5.2 Recommendations 

The tudy recommends that the bank should include competitive intelligence in its 

trategic alliance practices. Especially the impact of technological intelligence will have 

huge benefit in the level of automation, cost reduction and efficiency in service delivery 

that the bank can achieve. The bank hould therefore adopt in truments to gather market 

intelligence. pr du t intelligence. technological intelligence. and strategic alliance 

intelligence to complem nt it trategic alliance practice to en ure it positic nc.; it elf 

strategical I) a the mo t mpetitiv bank in term of inno ati nand cu t mer aluc-add 

a ct mpared to ri\ nl . 

., h 

pr 

lfll Ill 

fi nn tr Hl: 'ic lli ·mcl: dri\cn by thl: nel:d to dillercntiatl: its 

ithin numb r o mcnt . It" nt t ·k tr 

m 
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bank to gain more competitive advantage comp red to it. ' Ompctitors in terms of market 

capture. 

5.3 Su~~cstions for t'urtht•r· r '' ·ar h 

incc the results or thi.: · tud~ are ba ed on strategic alliances and the competitiveness 

they bring to an organization. the imilarity versus complimentarily in a partner choice 

hould be inve tigated if trategic alliances are basically about gaining access to useful 

re ources not po e ed by one firm in order to gain competitive advantage over 

competition at the end. lt should therefore be investigated to establish which 

organizational attributes hold key in choosing partners - is it products, market positions, 

technologies, human resources. managerial styles, or reputation of an organization? 

5.4 Limitation of the tudy 

Thi tudy sought to explore trategic alliances in the banking sector in Kenya and to 

identify the extent to "hich they contributed to organizational competiti ene in the 

ector. Re earch ''a ho\\evcr limited onl to one bank in Kenya and to a specific 

department" ithin that bank . 

It ''a th r re nl p ihlc to confirm the ab )Vc in the contc. t of the one bank. while 

th 11 t c nob )fatc or di putc thc finding from an industry 

11 u ul to • t thc vi ' of dil crcnt partie.: in the 

\ ith th •ttl; d ith Ill lit I 
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5.5 Conclusion 

When legal or economil' · ) ll t1 tint r • •nt a firm from using hierarchy or full 

ownership as u : oluti1.m. it \\Ill t I 1 an alliance to counteract certain market forces that 

might thr at ·n its w ·II b mg. lliance therefore combine assets and capabilities with 

uncertain tie · and liabilitie of all partners. trategic alliances involve two or more partner 

firm . The firm hare benefits and managerial control over performance of assigned 

ta k . The firms are a! o legally independent and they make contributions in certain 

strategic area uch a technology and product processes. Strategic alliances therefore 

create interdependence between the partners which bring benefits in form of intangible 

assets. Various studies have documented positive outcomes for companies engaged in 

strategic alliances. These include higher return on equity, better return on investments 

and higher ucce rate compared to companie that integrate through merger and 

acqui ition . 

trategic dec i i n ar dr i en b\ the e\. al uati n · of pre ent and future benefit that a firm 

taml to gain. n the other hand perational deci ion are ba ed st 

, I ulation 

p 

trot •ic alii nee are not dri"en b~ the c. peeted direct impa t on sts, 

ibl b nclits but by indirc t po iti\e outcome from th ir intangible 

ni u pr 

n fit ' h rc 1 firm end up • inin' dominant l r lc der hip 

nd np 

in t nn o UJ n r 

ilit •. 
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APP Dl 

Appendix 1: Question nair 

I am a student at the Univct">it of uin 1 a Ma ·tcr of Bu inc s Administration 

degree in Strategic Mana' ·tn ·ut. I h n · · i n d this questionnaire to collect information 

for a research projL·ct iu putt d lullillm ·nt fl r the award of MBA degree in Strategic 

Management. 

Kindly take a fe\ minute and an \ er the following questions regarding strategic 

alliance b Ken 'a ommercial Bank. 

Plea e note the following while filling the questionnaire: 

• Do not write your name. 

• Your indil idual re ponses are confidential and anonymous. 

• Your views are important and valued by this researcher. 

Respondent Information 

I. Kindly indicate your gender. 

Male [ ] Female 

2. Plea c indicate your le el of education. 

ccondary Graduate P t raduatc 

3. What i · your position in the bank? 

lcrk 
, 1ana\!cr 

Str •tl'ui Joint Vcntur h) K B 

Pk: m r "ith \\hi h b t (h; n IIi. nee b) the bank. 

. \\hi ht. th b nk ntcrcd int in th Ia t ) 

J 

mnt 



Outsourcing Agreement 

Distribution Agrccm nt 

Supply Contt a ·t 

5. What wns the nwin {)bt • ' ll\ • I )1 th ' b.1nk to enter into the alliance(s) mentioned in 

numb ·r 4 ulww'. (N 'tl' · mar JOUr amwer with an (X) using the scale 1-5, where 

1 Stronp.l• · Di'a'!!.l'l' •. - Di. agree, J =1 eutral, 4 Agree, 5=Strongly Agree) 

Reasons for forminu alliance 1 2 3 4 5 

To manage and minimize costs. risks 

To minimize market price uncertainties 

To pro ide uperior customer value 

To maximize profits for the bank 

To hare and gain tacit knowledge 

To protect and enlarge market share 

To compliment gain re ources and capabilities 

To acquire technology 
'-

6. Kindl~ li ·t any key allianct:: · that the K B ha entered into in the Ia t 5 yea r . 
r- 0 

'o. • Panner Alliance e cription 

- ~ 

7. PI "' ith n (J th hi h u ith th oil ' in • 

n m r int Kl. 



(Please mark your answer 1-'Vith an (. ? u in~ 1 h • . cal • 1-5, where 1 = 1 =Strongly 

Disagree, 2 Disagree, 3 Neutral. -1 1~1 t 'l' .• - • rron~ly Agr >e) 

Effectiveness of Strutcgic lliuu · • ., I 2 3 4 
5 

1--
trategic alliance irnprov ·o.; th · t1,\llk'l\ ubilit t meet strategic 

objectives, c ·pcciully prolitmt imi uti n. 

f---
trategic a I Iiane ' · hdp th ·bank a quire peciftc competencies 

in the banking indu·try. 

Strategic alliance enhance the bank's relationship with its 

cu tomer ba e. 

It help the bank to adapt to uncertain environments thereby 

minimizing various risks. 

Strategic alliance helps the bank to keep and expand its market 

position in the competiti e industry. 

It manages dependency on certain key resources that are not 

available in the bank. 

Poor performance causes a firm to seek cooperative alliances 

1 \ ith other firms. 

I Acqui iti n of ne\ technology influence cost leader hip of 

I the bank thercb) reducing it marketing e:\penditure. 

--
trategic alliance enhance cap a ity utilization of the bank 

thcn::by affecting it ale volume. 

'1 cchnological ch, ngc po itively alii.:: ts competiti e advantage 

ofthc bank. 

In )l ur ini n h ' \\c uld ) u a c the ontributions of the c strate ,ic allian c 

t ' rd Ken. ommcr i.l B nk'? flea r mark rour annltl' 

"ith 11 , u h 1 ' I • trun •ly l i 1gre , 



Competitiveness Variables I 2 3 4 5 

Superior service de livery to cust m r 

I lighcr profi t margi(l" to th ·bank •. 
ati sfactory bank pw ltu.:t Ill I '1\ I . 

Products und scr il: · · u )tlb- d at a lower cost to the bank 

Di fTcrc ntiatcd pndtl ·v (unique and de ired by customers) 

llclpcd to build ·tr ng brand name 

Focu ·ed and detined cope of operations 

9. In your opinion, which alliance has best served the bank's interests and objectives? 
Joint Venture [ ] Equity Alliance ] Non-Equity All iance [ 


