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ABSTRACT 

The value chain framework i an appr , h f r br aking down the sequence (chain) of 

business functions into the 1 \111. rl; k ant a ·t ivitics through which utility is added 

to products and s rvk " \ llu h.tin .lllal sis is undertaken in order to understand the 

behavior or <:l)S(S Ill I lh. Ill • ( differentiation (Shank & Govindarajan, 1993). In the 

bunk in · l'nttrtnity. I ill ., ntiati n is achieved by creating a perception among targeted 

custom •p; that tht: en i e ffered as a whole are unique in some important way, usually 

b being f higher quality. The appeal of differentiation is strong for banking institutions, 

for which image and the perception of quality are important. This perception allow the 

in ·titution to charge higher ervice fees, and so to outperform the competition in revenues 

without reducing co t ignificantly. 

To ·ur i\e in today' highly competitive business environment, any organit.ation must 

achieve, at lea t temporarily, a competitive advantage. A low cost/price ·trategy focuses 

on providing good or ervice at a !ower co t than the competition, or uperior good · or 

ernce at an equal co t. In banking, it might be accompli:hed by limiting ·er icc 

offering . by reducing the complexity of the ervicc delivery procc\ . or b) limiting 

n ·ice upp rt. his trateg) requtrc. a \'vCll a tight cost c ntrol . st m, t encriting from 

Cl.:Onomi of al in produ tion and c. p ricn c ur\'C cf'fc t 

II 



CHAPTER ONE 

I TROD TION 

1.1 Background of tudy 

The most important busin ·s .II ( f 1 10fit oriented organizations is the realization of 

more inrom · th 111 th ·it · 1 ·n · ;.~nd co~ts. In order to achieve this aim an organizational 

strait.:' is r ·qu11 ·Li. ''hi h will guide the company on the path to prosperity. A successful 

busines · strat g) r quire the development and maintenance of some form of sustainable 

relative c mpelltt\'e advantage. In addition to internal facts and figures, external 

information i al ·o nece ary for the decision-makers to gain up-to-date knowledge of 

market condition competitors and customer expectations. This externally oriented 

approach ha been termed value chain analysis. 

alue chain analy i upplie the financial information required to monitor exi ·ting 

·trategie and provide the financial analy i to support the formulation of ·uc essful 

competitn e trategie ·. It achieve this by focu ing on lhe market prospects of i. ting 

produ t . their po 1t10n in the product life cycle and the portfolio of pr duct<,. 

itibank en a 

itibank ommc..:n cd bu in .. on l th Augu t 1974 und r th nam' "'I he Hr t .Ill nul 

rk". 'I hi cvohcd globall to itib. nk • nd itil ank n ·a i a 

11 th 

w York. itih nk i 

ti n in th " rll 

p. rt >I iti 'IOllp. the pte cmin Ill 

in 1 1 1 ult ~ th 
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countries around the globe, with a et totaling to USD 1.1 trillion and 268,000 

employees worldwide. 

Citibank has two branch tn 1--. n :1 . l h h!.!ad office is located at Citibank Bouse in 

Uppcrhill, Nairobt tilth mh,t a ht anch located at itibank House, Nkurumah Road 

it ibouk K ·nyu '" th fi c of the itibank East Africa organization, which covers 

~itibunk. l run ·h · 111 en~ a. anzania, Uganda and Zambia. This is a part of the larger 

outh and Ea ·t fnca clu ter of Citibank headquartered in Johannesburg, South Africa. 

Citibank Ken a 1 tructured around Business segments, Product Groups, Operations and 

Technology and Staff Units. The Business segments that cater for our diver e cu ·tomer 

ba e are the Corporate Bank responsible for our Global Relationship Banking and Top­

Tier Local Corporate client . It also has a Financial Institution group that is respon ·ible 

for bu ine e with Bank , In urance companies and other non-bank financial 

in titution . 

The primary goal of the organization are to cncourag cntrepr n ur htp and 

manag m Ill initiati\'c, mo\' day-to-da dcci ion making loser to Ctl' .. tomcr-.. and 

m rkctplal:c. itibnnk ha to cu tomcr need and market-.. and the 

' I w th ir bility to nti ip l andre p nd qui kly and dire tly to h mgin' marht a an 

HTIJ rt Ill re 11 



1.1.1 The Value Chain 

The value chain for any firm in any bu inc ' s is th linked set of value-creating activities 

all the way from ba ic raw m H rhl ~ ur s for c mponcnt suppliers through to the 

ultimate end usc produ ·t li\ 't l (( th customer (Johnson and Scholes, 2002). 

According to Potl 't (I >t> n1r ·titi ' advantage arises out of the way in which firms 

organi1 · ami p •t 1'1.11111 lh ., a tivitics. 

Consid ·r d in 1t · general form the value chain of a corporate bank can take the shape 

d scribed in figme belO\ : 
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Customers purchase value, which the men ·ure by comparing the products and services 

of a company with similar offering of mpctitors. It was pointed out by Porter (1990), 

that to gain competitive advnnt g 'l:r rh nls, n firm has two options: 

To provide comparabl bu ' 1 '.lhtl Jut p~rform activities more efficiently than its 

competitors (low·· <.:t>"t . 

To perform tt'ltvtlt ., in u unique v ay that creates greater buyer value and allows a higher 

price ( diiT ·r ·nttJti n . 

1.1.2 The orporate Banking Sector in Kenya 

Ken a'· banking em ironment consists of a Central Bank - The Central Bank of Kenya 41 

commercial bank ·, 1 non-bank financial institution (Prime Capital and Credit Ltd), 1 

building ociet) (Family Finance Building Society) and 2 mortgage finance 

companie (HFCK and Savings and Loans Ltd). There are also 48 operational foreign 

exchange bureau . The Central Bank' principle objective are: to formulate and 

implement monetary policy directed to achieving and maintaining tability in the general 

level of price ; to fo ter the liquidity olvency and proper functioning of a ·table market 

ba:ed financial ) tern. One of 1t · econdar objectives i to license and "ollp r isc 

authoriz d dealer. m th money market. 

In K nya the orporatc banking bu inc i b~.: oming in rca in ly i 1niftcant with m t 

r~.:t il b, nk op nin up to thi bu inc " throu h their r orate divi ion . it it nk in 

b. nk in ny . 'I h K n '.tl iniu 11 • 

h m titi · du t th 

in th t t I 



number of banks in the country practicing corporate business. Secondly, the relative 

stability of the Kenyan Shilling after th In t g ncral lcction resulted in smaller foreign 

exchange spreads forcing bank. t r I n • r business activities to generate revenues. 

The key avenues that all banks n (( ' thin' on arc: cash management, customer service, 

expanding bmm;h m·tw Hk tnl im · tm ·nt in technology. 

urn;nt dull! 'lll! · f r corporate banking in Kenya include stringent licensing 

requirement · a · ·et out in the Banking Act and the Central Bank' s prudential guidelines 

on capitaL a · ·et qualit . the management and board of directors, earnings and liquidity. 

Ri ·k management policie and procedures have also been found to be inadequate, and 

a ·et and liabilitie are mismatched. 

There i a trend of non-compliance and it ha been e ·timated that some 16% of the 

financial in titution are not complying with the Central Bank's requirements in terms of 

their liquidity ratio and minimum core capital. The e financial institutions are now 

i ued ' ith provi ional licen e for one year. AI o, the Central Bank i laying penal tie · 

on the e in titution for non-compliance. 

Other hallcng 111 Jude a lack of corporal gov mane . a lack I focu. on cor busin 

In k of c onomic of cale \\Itching b l\vccn bank i ;moth ·r pr lll:m as 

th '' vin rate and • poverty I vel of -o c .K nya corpor tc bankin' c<.:t r in 

n nd mmuni • tion m ' •ith hi 'h 01 r Hin 

hi 1 tum r und tim t ut 



This industry in Kenya is diversifying from intere t-based to non-interest income. They 

are forming strategic alliance with th r rinun ial services providers such as insurance 

companies e.g. CFC bank with F Lif~.: Cm provision of insurance cover to corporate 

clientele. In addition. new pr Ju '' .11 introdu · ·d to the market and there is a new focus 

on the rural unb utkt• I 111 11 k ·t. K n a·, ·orporatc banking industry still has a way to go. 

!low ·vrr. 11 ·w I ·, i I uti n. a nev IT infrastructure and new strategic directions will 

stron, l c mtribut t ward it growth. 

Lead B e, ample 1, Citibank' maxim, and Citibank's relationship management is a good 

example of how well thi i part of their ethos. Central to the success of relationship 

management i the unique combination of skill and experience. 

Citibank' relation hip managers are divided into unit , each handling particular 

indu trie . The relationship manager within these units have a wealth of banking 

e perience, coupled with both industry and company specific knowledge. They therefore 

grow with client by providing the nece ary tructure~ and ervices required for the 

company to grO\v. Thi ha. proved ·ucce · ful and ha · re ulted to the team. 

Hi torically. bank and their lient m Kenya did n t pay t much att nti n to th 

l!U<.:luring of their banking nc d and "ere happy \\'ith an ovcrdraf t fr m a bank 

phy i II) lo to thl: comp. n). C cling thi w uld fulttll th ir ncl:d . llo\\c\n, in thi 

d y \\h t company' < mp tithl:nc • ~:n min • 

tru turc, i · y t 



Citibank ensures that the partner hip with a eli nr extends to ensuring the client has the 

correct banking structure in pia e, whi h will m ct the company's needs. The 

combination of these servic ts diff n;nt ft r 'a ·h company as they arc based on each 

company's uniqueness. 'I h H 1 t :11 I ank is organized into Global Relationship 

Banking, Top Ttct I , · tl '1q tal· .md Public Sector making it representative for this 

study. 

1.2 The Re · ~ar h Probl m 

Witi1 the lib rulization of the Kenyan economy, new firms have entered into the banking 

indu ·try. Th entr) ha al o been intensified by increased entrepreneurial capacity as well 

a, b the increa ed economic power of individuals. This has resulted into declining 

market hare and profitability of exi ting firms. Customers on the other hand have found 

it difficult to make a choice on the firm to render them services. Cu tomers according to 

Abraham en and William (2005), choose on the basi of certain criteria that would 

enable them di criminate one firm from the other. 

In the long run intere ·t of the bank , they must pro\ ide a bas1s on \ hich to . tand out in 

the market plac and dra\\ u. tomer ' Jttention a \\' II a offer them an pportunit to 

try out th ir pr du t and ub cquently cr at' r p at pur hJ and brand I yalt • (llaarla, 

Pr u t and cn·t difl rcntiati n ac ruing to 

\ hi h arm m improv their omp titiv nc in a nowdcd market pia a the . an 

t \ •ard th ir II. 

n th p du t r mn n lth th th I 



The value chain activities being th or I m nts of determination of profitability do 

analyze relevant activitie · to d t nnm thl' behavior of costs and maintain competitive 

advantage. Given the rol ph d b I ;Inks in K ·nya and their zeal to remain profitable, 

as well as ,n>w uud 1 n>'P 'I th 'I • i th' need of management to critically analyze value 

elwin nctivttk' 111 t)l I·• l ·liminate unwanted costs for greater margin realization or 

diffcn:ntiutt 11 r 1 gl ater cu tamer choice. It is not known however which value chain 

activities finn · ma) capitalize on to reduce expenses proactively across board in a 

Ken an mark.et or create product differentiation for greater choice and ultimate 

competitive advantage. 

The propo ed tudy therefore seeks to fill the gap by providing answers to the following 

re 'earch que tion . 

What activitie are referred to a the value chain in a corporate bank? 
.• 

What are the Yalue chain activitie through which a corporate bank develop competitive 

advantage? 

1.3 The Re earch Objective 

he obj ctiv of the tud ar to 

1.) 0 t rminc th a tiviti that con titutc the value chain of a corp rate bank. 

2 d nnin th v. luc chain a tiviti thr ugh whi h a c >rp rate bunk develop 

mp titi · dv nt ~ -



CHAPTER TWO 

LIT R TURE REVIEW 

2.1 Concept of The alu hain 

The value chain was d . ., ·rib· I .11111 < pulariz ·d by Michael Porter in his 1985 best seller, 

Compctitivt dv 11111' ·: 1 ·utinl and ustaining Superior Performance, New York, NY 

Th · FrLT l r . .,,, I h 'alu hain categorizes the generic value-adding activities of an 

orguniznti n. flp "primary activities" include: inbound logistics, production, outbound 

logi ·tic . ·ale · and marketing, and maintenance. The "support activities" include: 

admini ·trative infra ·tructure management, human resources management, Research and 

Development, and procurement. The costs and value drivers are identified for each value 

activity. The alue chain framework quickly made its way to the forefront of 

management thought a a powerful analysis tool for strategic planning. Its ultimate goal 

i to maximize value creation while minimizing cost . 

The concept ha been extended beyond indi idual organization . It can apply to whole 

upply hain and di. tribution net\ ork .. The delivery of a mix of products and ser ices 

to the nd u tomer will mobilize different e onomic act r . ac.h managing us own valu • 

hain. A cording to John on. nd hole (2002). a good pr duct c uld rl: ult from how a 

link d • tiviti arl: p rform d from de ign, component manulactllll..:, a cmhly 

di tribution, tor. c, in tallati n and Iftct .lc~ rv1 . ·r h 

• lu hain 

t nt. I thi 

tm lu mm lu th 



firm's supplier (and their supplier all the wa back), the firm itself, the firm distribution 

channels, and the firm 's buyer .Capturing th nlu g nerated along the chain is the new 

approach taken by many manag m m stnll ists . Por example, a manufacturer might 

require its part suppli rs to b' I .It t d n nrhy it s assembly plant to minimize the cost of 

transportation. I y · ploitin' th • up 11 cam and downstream information flowing along 

the value chuu1. th · I 11111 ma) tr to bypass the intermediaries creating new business 

modds. or in oth 'r WU) reate improvements in its value system. 

ln mo ·t indu ·trie it i · rare for a ingle organization to undertake in house all of the value 

activitie · from the product de ign through to the delivery of the final product or service to 

the final con umer. There i always specialization of role and any one organization is part 

of the wider value y tern (Johnson and Schole , 2002) 

2.2 Value Chain Activities 

The value chain consi ..,ts of a cries of activit ies that create and build valu . Th y 

cul minate in the tota l value deli.,ered b} an organiLation. The 'margin' depicted in the 

diagram i th same a ... added valm:. The organization i split into 'primary <H.:tivitil.:s' and 

' upport a tivitie. '. 

B t man .11 Z itharnl ( 19 0) :H.:km"'lcd •c that orpowtr kgitimac often corbttaint 

th I it i hanta 't.: \\hi hi link d to th w,) an or •:mization . c ut~ 

it nd 

Ill th Ill 'Hh th 



2.2.1 Primary Activities 

Inbound Logistics 

These arc activitic-. that ar · · m ·m ·d \\ 11h r~:cd ing, storing and distributing the inputs 

fmm a company's "uppli ~~ hl thl JtOdll ·t/..., •tvi ·e. They arc stored until they are needed 

on the producth>n/ .....-. ·ntbh lin'. In the banking industry they include check clearing. 

bra nch opt·nttion' ,md l llcr c perations. With regard to inbound logistics low cost is a 

fund a111 ·ntal ba .,, r r mpctiti'>c advantage. according to Mintzbcrg and Quinn ( 199 1) 

cos t anal) .., ,.., ,.., tmportant in asset acquisition to rationalize the product mix and price 

correcth en uring maximum returns realization. . ~ 

Operations 

This i. '' here goods are manufactured or assembled. Indi vidua l operations cou ld include 

accounr management. IT operatiom and loans. Generally opcratiom have to be cfTcctivc 

and efficient. Hofer ( 1986) concluded that for the optimal success of an organitation 

there i need for borh a 'itrong operating and strategic po .... ition. 

Outbound Logi tic 

Hen.: go d an: collected ..... torcd and di-.tributcd to cu. tomcrs. For sen ice.., this is majorly 

II rneo with bringing the ll tamer tO the n·icc if it i in a fixt:d location. h amplcs 

in Jude fun tf'lll ~ r, nd foreign e <.:hangc in~~ c 'rporatc hank. 

lurkctin , and ale 
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Henderson (1979) reckons that in marketing the product portfolio if well utilized realizes 

greater margins. In his publication On orpornte tratcgy, 1976 pp J 63-169 all products 

eventually become a 'ca-.h CO\\' r a ·ttn•''. 'I he va lue of a product is completely 

dependent upon obt.wlinv a I "lin~, ~h.ln' o( ih 111arkct before the growth slows. 

Service 

This inl'ludr~ ull ,u ',l nf ·n icc such as installation, after-sales service, complaints 

handling ami training .The acti ities herein do enhance or maintain value of a product or 

service. Th, characteri tic. of services of intangibility, inseparability, homogeneity and 

people inlluence reqmre quality in order to satisfy the recipient. Crosby ( 1984) refers to 

qualit) as to conformance to requirements. The organization must first establish 

requirement · and conform to them. 

2.2.2 Support Activities 

Procurement 

Thi'> function i.., rc-.ponsiblc for all purchasing of good-. . ">crvicc-. and materials. The aim 

1't to secure the lowest pO'>'>Ible pnce for purchJscs of the highest po-.sihlc qual it . 'I hey 

will b~.: rc pon iblc for out-.ourcing and c Purchasinl! (using l1 and wcb-ba" d 

tedmologie to .Jchie\'c pro mcmcnt aim ). a h management is on~: c. ample of 

pr ur m~.:nt and logi ti ~upport within the banking frat mit '. John on and hole-. 

Ifill thal pro ttr'Jll ll{ b0 ic he in 1 part Of lh' \ id<.:r \ aJUc S) S{l;Jll do liiHkqliJl 

in r tin b t • lu 

•• • vdopml·nt 

ll ll 1 u t m rc kr -h '. 1 hn ll 
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and to protect and sustain competitive adYantage. This could include production 

technology, Internet marketing a tiYities. lean ~crvicc delivery, Customer Relation~hip 

Management (CRM), and man · lth 't t1.' ·hn()IOQ.knl developments . 

Key tcchnologtl'' :u· ttt.tiwl 'P · ·iftc to a product, process or particular resource and this 

is fundantl'lll ttl t~> the inno' lllh ' capacity of the organization. Winter ( 1990) argues that 

well managed tc ·hnology can simultancou"ily deliver both low cost outputs and 

nta\.imum 1 er-;onLllizmion and customization for customers. Jn accomplishing this firms 

often obtain trategic advantage through focusing on the smallest activity or cost units 

that can be efficiently mea ured and replicated and then clones this across a wide 

geographical and application range 

Human Resource l\1anagement (HRM) 

Employee~ are an expensive and vital resource. An organiL.ation would manage 

recruitment and selection. training and development. and rewards and remuneration. The 

mis .... ion and obJe tive.., of the orgamLatton would be driving force behind the llRM 

'ol1':.ltcgy. I Iuman re. oun:c formulate the organization character which cntn:nch~.·s the 

p rspe ti\ c influcncin1! the way an organization develop new idea .... t:on..,idcrs and "ciuh 

option . and r p nd to chan 'C in il'i environment (Pt:tcr and Waterman. 1980). 

I· irm Infra tructurc 

) tern f Jl. nnin . 111 n , qu, lit) lllr I nd in~ rmati n m. n. m 111 ·tr ru iall) 

in it 1 rim. 1 y th it 

n a pi nnin . It in lu I th m nt In nn 11 n 



System (MIS), and other mechanisms for planning and control such as the accounting 

department. 

2.3 Competitive Advantag 

According to l III! and Jon ·s - . tomp •titiv' advantage is the ability of a company to 

out perform <.'(Hltprltlot-. withintht• am' mdustry 

CompL'litiv~: ~Jlh ,ulll • • ·,m ul o he defined as an advantage over competitors gained by 

of!'erine. con-.um ·r · gre.Her \alue. either by means or lower prices or by providing greater 

bcncf'its and en 1c ·that justifies higher price~. (Johnson and Scholes, 2002) 

Hill Jone - (200 1) ob erved that successful innovation could revolutionalize industry 

·u·ucture. He went further to state that one of the most common consequence of 

innovation ha been to lower fixed costs of production thereby reducing barrier to entry 

and allowing new and mailer enterprises to compete with larger establi heel operations. 

FoliO\\ ing on from hi~ work analyzing the competitive forces in an indtl' .. try. Michael 

Porter ( 19 0) suggested four "genenc" bus me . .., -.trategH!s that could be adopted m order 

to gain cornpetitin~ advantage. The four strategies relate to the extent to which the scope 

of husincs c·.' adivitic-, arc narrow \Crsus broad and the e. tent to \\hid1 a husincs.., L'L'k 

to differentHll it product .. 

., h m r in ritiquc ol p it ion in durin lh 0 ld to the d 'l: lo1 m nt ol 

It m ti vi onn th b f whnt h b m kn m n I lhl: 

d tpprundH th t t Ill idt·-uut ap1>ron ·h t th 11 

u t 10 111 llli d nt hi h p nd n: h 1117 tl 11 



capabilities based on busines ' hich distinguish a company from its 

competitors in the eyes of the ( talk, 1992). It also depends on core 

competenccs based on skill and t th ollective learning of the organization 

(Prahalad & limn l, 1990). Wri1in• (I) llh.' sam· llall (1994), records that sustainable 

I· ·nd. on po~session of capability differentials, which are 

fed from t1 k · 1\l~l ·k r intangible resources. Further, depending on distinctive 

capubiliti ·s wlu ·h a1 ·feature of it relationships and which others lack or cannot easily 

r produce Ka •. ( 1 95). 

The di!Terentiation and co t leader'>hip strategies '>eek competitive advantage in a broad 

range of market or industry segments. By contrast. the differentiation focus and cost 

focu: ·trategie are adopted in a narrow market or industry. Five forces notably Threat or 

new entrant., bargaining power of supplier<;, bargaining power of buyers, Threat of 

. ub. titutes and inten. it) of rivalry depict the tate of competition in an industry (Porter. 

19 0) ccording to Hill and Jonc., (2002) the di\tinctivc compctcnccs of an ornani1ation 
~ 

0 

ari e from L\\O complementary .,ources; re. ourc ., and capability. 'I he clurahilit . of' 

wmpctitiv ad\ antage dcpt:mb. on harri rs to imitation. apahility of compt:titors and 

l!t:ll raJ dynami Ill of the indu try Cll \'i i'Oillll Il l. 

treb I 6. 'I h han k Bu in I th. I ll) 11 ll' 

r ruir ith llu r I ,, l th. ll th 

rn t 1t1 n ·11u 1 ith r thr u h u n r p r: nn n in ll lc t n th 



business-system activities, or through a rcutive and innovative combination of several 

activities which form the ba'>i'> of all '-ll es.,ful :-.tratcgics. 

Two ohscrvatiom howt.:n.·r '-ll ''' ·st that thi~ rang' of poss ible competition formula is not 

very wide. J ·i t~tly tht· in1 '111.11 lo ·i~· to l'<Kh business sys tem. The balance between 

pcrcci vcd valuc amid ·li' 1 ·d < t annot he c'ltablishcd for one acti vity inclepcnclentl y of 

others. SL'L'tHltlly high-pcl\:ci,·cd aluc and low delivered cost constitute only possible 

generic compel Ill\ e move .. There are only variations around these two main themes, as 

allowed b) the e'\pcctation-, of different market segments. Strategic advantages arc 

obtained b) combining them in a sequence, preferably in a way that prepares the 

implementation of other at a later time. According to Porter (I 085) the fundamental ha..,io., 

of abO\ e aYerage performance in the long run is sustainable competitive advantage. 

Strategy - Differentiation 

Thi-. -.rrateg} involves '>electing one or more criteria u<;ed by buyers in a market and then 

positioning the bu-.me-.-. uniquely to meet those cntcria. Thi'> ..,trateg i .... usually 

as..,ociated with chargin!! a premium price for the product often to reflect the higher 
~ ~ 

~ 

pro luction co t and e:tra value-added fcaam~.... provitkd for the coll'illlller. 

Diff rcntimi n is about charging a pr mium price that more than wvl'r the additional 

pr lu ti n l , , nd , lout gi' in[) l:U:-.tum r nr 1 n m to pt fl:r th p10 luct O\ cr 

th r. I 

b indu lr i it pri premium 

111 urr d m m uniqu 



Strategy - Cost Leadership 

With this strategy, the objective i-.. to be 'Ol1ll thL' low 'St-cost producer in the industry. 

Many market ~cgments in th • intlu~o,tr at\' ~uppli ·d with the emphasis placed on 

minimizing costs. II' the a ·hi., ·d ~·!lin' pnc' can at kast equal or ncar the average for 

the mmkct. thrn th · lo" '"' 1 1 JrodtKcr will enjoy the best profits. This strategy is 

usually u-..-..o ·ratL·d with l.tr c- calc hw,incsscs offering "standard" products with 

rdativl'l) I itt!· diller ·mi tion that are perfectly acceptable to the majority of customers. 

Occu~o,ionally. a low-co" t leader will also discount its product to maximize sales, 

particular!) if it ha. a igmficant cost advantage over the competition and, in doing so, it 

can further increase it. market share. 

Strategy - Differentiation Focus 

In the differentiation focw. strategy, a business aims to differentiate withtn ju'>t one or a 

\mall number of target market '>egment'i. The '>pccial CU'>tomer need-.. of the '>egmcnt 

mean that there are opportunities to provide products that arc clearly different from 

competitor \\ ho may be targeting a broader group of cu'>tomer<,. The important i~'>UC for 

any bu ine s adopting this strateg) '" to en ure that customer" really do have different 

need and wam - in other word . thut there i a valid busis for differt'ntiation -ami that 

e.-i tin camp titor product an.: not lllt.:l!t in tho n cd:. and want . 

Strategy- 0 t Focus 

I \\ r-ot ad\.nt in ju t on r 1 m. II numl r m.trk t 

pr ll t ill b b i . - irmlm pr Ju t t , th hi th 

tur I n r: t I d r. but • pl til I Ill 



called "me-too's". Variants of focus in the endeavor to seck low cost advantage rests in 

the focuser's target segment and others gments in th' industry 

2.4 The Value Chain and ompctitiv Advantage 

To better understand th · t 'lh iti s thtl u 1h which a firm develops a competitive 

advantage ~tnd ·r ·at· shu ·h ll•t ' '<llu ·, it i~ useful to separate the business system into a 

series or vulu • • ·n 'lulin' a ti\ itic referred to as the value chain. Competitive advantage 

stems from man) di · rete acti itie that a firm performs. Each of these activities can 

contribute to u finn· relati e co t position and create a basis for differentiation (Porter, 

19 5). 

The firm ' margin or profit depends on its effectiveness in performing activities 

effi iently, o that the amount that the customer is willing to pay for the product exceeds 

the cost of the activitie in the value chain. It is in these activities that a firm has the 

opportunity to generate ·uperior value. A competitive advantage may be achieved by 

reconfiguring the value chain to provide lower co t. or better differentiation. Mckinsey 

and others apture the idea that a firm i a serie of function . and that analy1ing ho" each 

b perform d relative to omp titors can provide u eful ms1ght . 

'I h valu chain mod I can he u cd to d me a lmn' con.: omp ten· ' and the a tivit ic 

in .. hi h it an pursu a c Ill I liti\C d nta thr u h lO I 'ld\ .lnl'l and 

dl r mi ti n. th ni I u in lir tl I in~ I t 

till I r mpl Ju h rm It 

lit th r n( ttin • ll thr 1 h lu h qu ht rm 11 



value chain activities better than the opposition. B ·ontrast. a strategy based on seeking 

cost leadership will require a redu tion in the lOSts associated with the value chain 

activities, or a reduction in th tot·tl .un tllll {)r t'l'sourc 's us 'd. 

The Value chain and 'o t ·\dHlntng ' . 

A firm may crcat · · ,,, t h uut 1 • t~11ough reduction of costs of individual value chain 

activities or rL'l'tmli 'lll inc. th 'aluc chain as a whole. A cost analysis assigning costs to 

value chain acti\'iti can be performed and reallocated properly to value creating 

activitie ·. ~lichael Porter identified some drivers of cost related to the value chain 

activitie ·. The e include; Capacity utilization, linkages among activities, geographical 

location. economie of cale, timing of market entry, Interrelationships among bu ·incss 

unit . 

A firm will develop co t advantage by controlling the e driver · better than its 

competitor . Thi can al o be achieved through reconfiguration of the value activities 

notably . tru tural change like new production, dtfferent ales approach. and dtffercnt 

distribution hannel . 

The Valu hain and Diff rentiation 

Differentiation advantage an ari from an ' part of the valu chain. 'I hi t ·ms from 

th, t n.:at uniqu ne in the final produ t/ rvi c offered to the lOn unh.:r. 

of dif r ntiation, I o crv a 

ti n. 

t drive~ rc ultin in a tr c o I t I\\ lll 

n li r mi ti n. I h In lu li 

II\ 1t1 • I ti n nd lnt r ti n. mn n 



reconfigure its value chain in everal way to create uniqueness .It can backward 

integrate to have control over it input·. It mn implement new process technologies or 

utilize new distribution chann I lttm:ud , th' firm may need to be creative in order to 

develop a novel value ch tin · nftl\lt,llt( n that incr·ascs product differentiation. 

ustainablc 'omp ·fith · \d antag 

Tit· bl'udwuul lll' pt llt;J it it i a company's cost of capital. To consistently make 

profits in l' ' ''\ ' r it t of capital a company must poses some form of sustainable 

competitive ad\ nntage. Competitive advantage is achieved by an organization when it has 

and po itions that cannot be duplicated or imitated by other 

firm· that lead to the production of above normal economic rents. Durability of 

competitive advantage depend on barriers to imitation, capability of competitors and 

general dynami m of the indu try environment (Hill and Jones, 200 I). 

Competitive ad antage i a po ition a firm attain · that lead to superior financial 

performance. The proce e and po ition that engender such a position arc not 

ne e arily non-dupltcablc or inimitable. It ts p tble for . orne compant s to tcmporanl 

mak profit. abov the co. t of capital without u tainabl compctttiv advantage. )..: 

diffcren bet\\ n ompetitiv advantag and u tainabl ·ompctitiv ad\'anta is that 

th pr 

mn p 

m 111 n 1 n 

trm may hold arc non·dupli ahl and inimitable wh n a 
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Analysis of factors of profitability i the ubject of numerous theories of strategy 

including the five forces model pi n red b Port r. In marketing and strategic 

management, sustainable comp tit!\ . J\. ntn•)l is an advantage that one firm has relative 

to competing firms . 'J h sout · lf tht. .1d ant a 1 ' can be something the company does that 

is distinctive 1111d dil'fi ' lilt 1 1 t ·1l i ·at • Jho known as core competency. 



CHAPTER THREE 

RESEAR H 1\fETHODOLOGY 

3.1 Research Design 

This is a qualitatiw I'''· udt lthtitutin' of a descriptive case study intended to establish 

the activities lltitt ·~> n'-litut th • \'aluc chain activities of a bank and the extent to which 

banks in Ktny<~ ran u · • the e activities to develop competitive advantage. This will 

involve an in-depth. I ngitudinal examination of a single instance; Citibank Kenya in this 

case. cc01·ding to Donald and Pamela (1998), a study concerned with finding out whom, 

what, which and how of a phenomenon is a descriptive design. This study is mapped on 

a imilar concern. Kandie (2001), and Koigi (2002), have used the descriptive design in 

related tudies. 

3.2 Data Collection Method 

The primary data will be collected using a emi-structured que tionnaire (sec appendix 2) 

.Self introduction to the re pondent on the i ue of concern will be made through an 

introductory leuer ( ee appendi I). The re pondent will be per ons that make 'itrategic 

deci ion in the bank for example operation head, financial instilutions head, 'iales and 

trca ury head. financial control head. Only one to two per ons p r department prcf'ciUbl 

the unit head willl c r·quircd to omplcl the que tionnairc. Drop and pick latc1 method 

will b u d to admini t r the que tionnairc. l·ollow up will he done via pet onal \'i it , 

m nnlln th 

n di id d int 

nd nt. 

th 

p. n . I n I nt in qu 
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Part 11 contains questions on a Iikert scale aimed at determining the extent to which 

value chain activities have been adopted~ r difft:r'ntiation strategies in respect to product 

differentiation, services differ ntJ.lii n, pt.:rsonncl differ ntiation. Channel differentiation 

and image differentiation P 111 J 11 ' ill f'o ·us on specifically which value chain activities 

significantly <.T<.·ot • pwltt tl tlit • u1d ·nhance shareholder value. Secondary data will also 

be collected through l' 1111 an · urnals, newsletters and magazines. 

3.3 Dutu nal)' i 

De ·criptive ·tati ·tic - \\Ill be u ed to analyze data. Data in part II of the questionnaire will 

be anal zed u ·ing mean core and standard deviation to determine the extent of practice 

of variou activitie , within the value chain of the corporate banking industry. Data in part 

III will be analyzed u ing content analysis will be used to determine the key value chain 

activities, which create competitive advantage within the indu ·try. 



Introduction 

CHAPTER FOUR 

DATAA ALY I ANDFINDINGS 

The following is a pres 'JH:llitu 11 1h · la1a analysis and findings obtained from fieldwork. 

This chapter wdl ftl 'll' dt min:mtl n the ~tudy results. The results are presented in order 

of the study obj · ·tn· ' fhc fir t part of these findings represents data on the value chain 

activitie · of a c rp rate bank. The econd part present data on value chain activities and 

competitive ad' antage '' ithin the corporate banking industry. 

4.1 Corporate Banking value chain Activities 

In order to determine the value chain activities within the corporate bank data was 

collected u ing a 5-point rating scale to uncover unbiased answers that can lead to 

actionable re ·ult where l='Not At All' and 5='Very Large Extent'. In this research 

re pon e wa · obtained from I 8 re pondents representing a population of I 30 employees. 

Thi ample captured individual in managerial. upervi ory and non-management 

po ition .. To analyze thi data mean ·core. were u ed. The higher the mean . c r th 

greater the extent of mpha. i that was given to the activity in th alu~; chuin within the 

orpormc banking c tor. The rc ult. arc hown in Tabl 2. 



Table 1: Extent of Activities in Corporate Banking Operations 

Standard 
clivitit'S Mean Deviation 

- -
bnsur · tlwt I Ul'll' or mpuls for service 4.00 1.9983 
dcliv ·ry ar • a\\ ardcd on a competitive 
bid. 

En ·ure that input for branch operations 4.38 2.1609 
are abo e reproach in terms of features 
and technology 

Educate the customers on the full scope 4.33 2.0105 
of product features and confirm their 
appreciation. 

Provide a range of differently price 4.22 1.8151 
quality levels of products and services. 

Conduct checks to ensure that all 4.72 2.8974 
operations conforms to required 
procedures 

Conduct checks to en ure that any flaws 4.55 2.4340 
in proce e are addre sed and corrective 
action put in place. 

Adequate number of fully skilled taff in 4.05 1.8584 
all departments 

bilit ' of operation taff to re ·olve 4.33 2.2585 
I uc that may ari c causmg po · ·iblc 
c:u tomcr d1 au . faction . 

-
Abilit of taff to meet target goal and 4.27 2.3604 
a ·hie\c n:quir d dcli\Crtlblc-. 



Table 1: Continued 

ctivitic 

cck to und 'rst 111 I 'll\1 m ·rs emotional 

Mean 

3.72 

Standard 
Deviation 

1.7087 

4.33 2.0105 
Sl!rv icc d , liver 

To ' hat e. tent do you roll out any new 3.83 
product that ou may have to the market 

Scrutinize requirement of your target 3.83 
market 

How realistic are your sales/revenue 3.55 
targets 

Resolution of customer queries 4.55 

Provi ion of prompt service to customers. 4.61 

Practice of relation hip management 4.77 

Employee empowerment enhancing 4.05 
service delivery. 

on full functionality 4.11 

4.33 

1.5212 

1.3345 

1.7680 

2.4340 

2.5054 

2.9577 

1.85 4 

2 .0395 

2.25 5 



Table 1: Continued · 

Standard 
Activitie Mean Deviation 

Outsourcc functions n 1 · r' to your 3.94 1.7680 
business 

cur· lowt.:st 1 1 I · pnccs for input 3.83 1.7272 
purdws ·s r the 11lghc t quality 

lnnovute in term of technology 4.83 3.1689 

Technology ea e delivery of services to 4.72 2.7729 
customer ' . 

Reward and remunerate your employees 3.70 1.8373 
on an equitable basis. 

Recognize superior performance 4.27 1.8584 

Review the strength and weaknesses of 3.88 2.0395 
your staff periodically. 

Willingness to help customers. 4.27 1.9207 

Caring and under tanding by taff when 4.33 1.5370 
dealing with cu ' tomer . 

Price your product with regard to the 3.72 1.6576 
cu tomers . pur ha. ing power and 
produ t dtffcrentlability. 
~ en ic . 1 rammg taff 111 u tomer 4.05 1.7 100 ..... 

-Carrying out regular surv y to identify 4.00 1.7609 
mployc needs. 

Willin n .tH.l prompln Ill olvin, 4. 11 1.6-76 
complaints. 

7 



Table 1: Continued · 

Activitie Mean Standard 
Deviation 

Carrying out regular sun s t identify 4.23 2.3604 
employee nc ·ds 

' cgregal~ ' ur market to identify target 4.27 2.0105 
CUSI 111'1"'. 

Seeking u tomer perception on the 4.33 2.2058 
te\ U1at the firm lS competent m 

corporate banking services delivery. 

Monitoring compliance to service level 4.44 1.8584 
delivery a agreed with customers. 

To what extent is your firm structured to 4.22 2.2585 
ensure service delivery is optimal. 

Agree service level delivery with 4.16 1.5555 
customers. 

Developing a customer oriented culture 4.05 1.4955 

Conduct survey to identify customer 4.00 1.9687 
need . 

Setup cu tomer ervice de k and 4.29 2.2640 
monitor performance. 

Caring and indi iduali1ed cu tomer 4.52 1.9324 
attention for large U'itomer 

S lling a pn premium for di tinctivc 4.23 2.5250 
nice . 

Alln h imp rtancc to the di tin tiY n 4.5 1. 95 
ofth t:ompany brand r ymbol. 

Communi at t:ompan y vi ion .md 4. 12 l .8."i84 
mi i 11 t t. I . 



Table 1: Continued 

Activities Mean Standard 
Deviation 

Attract best employ in j b mnrk. 'I 4.22 1.2914 

Attach gr 'Ut imp )tlJn · · t the choice of 3.29 1.3421 
udv rtisin • 111 ·dm u ·cd. 

lmportan e attached to having an 3.00 1.4775 
ad erti , ing ' trategy and budget. 

U e of public relations. 3.41 1.8030 

Safety and appearance of firm facilities 4.24 1.5495 
and equipment. 

Perception of customers about 4.06 2.0658 
attractiveness of offices and safety of 
surrounding areas. 

Office locations project a good image 4.18 1.8924 
for the firm. 

The firm ponsors specific events. 3.91 2.0002 

Attach importance that a large number 3.53 2.3981 
of cu tomer a ociate with event 
pon ored by firm. 

Project an excellent ethical tand by the 4.59 2.3684 
firm 



Table 1 shows most of the activities sited constitute of the value chain activities within 

the corporate banking industry. More imp rtant value chain activities although could be 

reOected by activities of a m m : n.: of 4.5 and above. From table 1 these include; 

conducting checks to nsun: th:n all op ·rations conforms to required procedures ( 4.72), 

practice orr ·luliOII\IIlp Jlhlll:l 1 '11H.!I1t (4.77), Innovation in terms of technology (4.83), etc 

4.2 Value chain activities and Competitive Advantage 

The second objecti e ought to the value chain activities that create competitive 

advantage within the corporate banking industry. Data to determine this was collected 

through an open-ended question that read 'Please indicate any six activities performed by 

your organization that you think make your bank the number one choice within the 

Kenyan market' 

This question ought to determine the respondents' perception towards what they felt 

contributed much more towards competitive advantage. The re ult were analyzed 

through content analy is which captured the most recurrent re pon e from different 

people. Thi ha , been tabulated in percentage . The higher the percentage the higher the 

competiti\e ad\ anlage inherent in the activity. A total of eighteen re pon e , wa , sampled 

and the p r entage . core .. The result. are pre cnted in Table 2 . 



Table 2: Value Chain Activities and Competitive Advantage 

Key subject for Competith• d antagc Word Percentage 

Frequency n=18 

ompctitiv · produ ·ts untl 'I\ I '<.! 2 11 

1-
orporat · s ciul r sp n tbllit 2 11 

Choice of b ~ ·t employee in the market 5 28 

lnnovati e technology and efficient operations 12 67 

Effecti e training of employees 1 6 

Global pre ence 2 11 

Increa ed advertising , customer awareness and focus 4 22 

Seek to know customer satisfaction levels 10 56 

Regular survey to identify employee needs 8 44 

Relation hip management 1 6 

Effective proce control mea ures 3 17 

Excellent ethical tand by the firm 1 6 

Clearly defined proce · e · and pro edure · or function 2 11 

Re\vard and re ognition for exemplary work 2 11 

focu only on ·orporatc banking with lear target market 2 1 I 

Produ t differ ntiati n 5 28 

En ur re llution of customc1 queries 1 6 

Pri in trat I 1 6 

F u nl n t nn • I lf r • niz lli n 1 6 



As Table 2 shows we can deduce that ome chain activities are perceived to create 

competitive advantage to a larg r t nt thnn thers . From the findings it is evident that 

innovative technology and op r;lt i ns { )7% ), endeavor to know customer satisfaction 

levels (56%) and r 'ltl.u· 'Lin • l identify employee needs (44%) contribute to a large 

ext nt in comp ·titiv ad\ anlage. 



Introduction 

CHAPTER FIVE 
CONCLUSION 

These chapters pres nt a sumn1.11 f r suits, discussion of results and conclusion drawn 

on the results. lstl pr · nt ·d ar' limitations of the study, recommendations for further 

research uml r ·c nun ·ndatt n for policy and practice. 

5.1 Sumnmry Di cu ions and Conclusions 

The first objecti e of this re earch sought to determine the activities that constituted 

value chain activitie within the corporate banking industry. The results show that most 

activities are important to the value chain within the corporate banking industry but some 

appear to be critical. These include checks on conformity to procedures, resolution of 

cu tomer queries, relationship management, improved technology and individualized 

customer care. 

From the forgoing ob ervations the following conclusion may be drawn. In the corporate 

banking indu ·try a tipulated by re earch findings value chain activitie · and how they 

are performed do reate value to customer who are the main focus of any businc'>s . The 

use of adequate training to o.;taff to emure hands on knowledge is attained for the smooth 

running of bank operation 1. 1tal this i. captured by a m an of 4.05 in abl 1. 

p rati n . hould b umdu t d in an dfi ·i~nt and dkc.:tiH mann ·r. 'l his 

ulmin t .II p ibl d.1 '· l -day . th iti th. t m.) af t th 



towards service delivery. Noted examples include account services operations. Funds 

transfer, foreign Exchange, Loans pr s. ing. Trade processing and controls. 

In a service indust1 y th nwjtll '( n • m is to bring the customer to the service if it is in a 

fixed local ion I ike 111 hank' 'I vice" arc intangible and customers will more often than 

not depend on p ·rceptton to make choices between alternatives. The mode of 

presentation or I an ad\ ancements, online banking facilities, current account holdings is 

in a manner lik.el) to create repeat purchase behavior by the target market as evident by 

the quest to knO\\ the cu~tomer.' satisfaction levels in the findings above. 

Marketing and ale within the corporate banking industry prepares the offering to meet 

the needs of targeted customers. This focuses strongly upon marketing communications 

and the promotions mix. The elements of price, product, place and promotion are quite 

vital. For good performance this should entail customer sensitization, determination of 

customer <.,ati . faction leveh. full extent of new product<., rollout into the market. and to a 

vel"} large extent the practice of rclation<.,hip marketing. 

fter- ale ,cn·icc, complaint.· handling and train ing herem do enhance or maintain value 

of a product or .... crvicc t:rvicc .... being imangibk in..,cparable. homog.cneou" and of 

p oplc influ nc require quality in order to ati..,f · the recipient. '[ his quality can only be 

nform. t the d . ir of th' tar let n.:cipicnt. Prompt rc,olution of 

u ri . villingn h lp u t m r und rst, nd pu du t , monit 1rin nt 



complaints and putting preventive measures towards avoiding recurrence appear to be 

key in order to attain cu~tomer sat is fa ti n. 

For eiTiciency within th · ·nq Ill! ' banking industry outsourcing of non-core business 

activities is llt'l'l'""•" ' H •n lll'' more time is allocate towards the main goals of the 

busiJH.~,s . Cu.;h munug~m nt i one example of procurement and logistic support within 

the banking frat~mit): other. include catering services, documentary storage, security 

ser ices, teller , en ice , which could be, outsource to security firms in charge of bulk 

cash transit. 

Key technologies are majorly specific to a product, process or particular resource and this 

is fundamental to the innovative capacity of the corporate banking indu~try. Through 

technology companie will reduce costs, protect and sustain competitive advantage. The 

turbulence within the technological development al~o need, to be considered. Here 

activitie'> include upgrading of sy~tems to ensure improved technology. continuous 

innovation. and continuou.., modification. to emure delivery to customers 

For any . ucccssful bu..,ines.., venture employees ar ,m c. pcn-.iv and vital re..,ourc . 1 he 

management of recruitment and select ion. training and de\ clopmcm. and n.!\\ ards and 

r mun r tion hould h~.: driving forL~.: h~.:hintl the human r~.:-.ourcc manac.L·mem tl'atL'£). 

\'ithin mplo) · is vital nnd Olvorat<.: h, nk:-. "hould striVL' to adli<.:, 1: thi, 

.In ability 

(Ill 



Systems of organization refer nc t) planning, finnnce, quality control and information 

management arc cruciall) 11111 munt {() an organi:t,ation's performance in its primary 

activities. An L'Xecutabl • -..tru ·tur • 111 e:-.'lcncc would necessitate optimal service delivery 

nnd put checks int) p ~..,, I lo'I'IC~. Activities here in a corporate bank include: reporting 

structures. compliance Jnd mternal control measures, and quality assurance. 

The econd objective sought to determine the value chain activities that create 

competitive advantage .The results show that most chain activities help create 

competitive advantage but others are more critical. Through this research the findings 

show that technology and innovation, human resource management and customer focus 

are more critical in competitive advantage within the corporate banking industry. 

Technology and innovation 

Technology uffices as key in competitive advantage within the corporate banking 

indu try a depicted by a core of 66.66% in Table 2 finding above. This factor though 

has limitation which have to be put into con ideration 

Two critlcal htft · mu ·t take place in order to realize ignificant return on invc:tment: a 

shared vi ·ion. a client focus and a proactive mind ct. 

shared vi ion - The firm mu t fir. t to har it. \1. ton of \ her it 1 going with all 

level f wfl. 'I hat vision will give purp and ub lance to the qu~; tion askin . "\ hv 

r w inv tin in thi • nd •h t do it m ant> th eli lll nd the I mn'!'' Ill~: thi buy-



in is established, the firm has a good opportunity to establish some standardized work 

processes that ultimately will improv utiliznti nand cross training of staff members. 

A proactive mind ·ct - T ·hn I p rsonnd at services firms must be freed to move 

away from being r ·u ·tn · and t ward being proactive. They must be rewarded for 

aligning the firm's t ·dm l g in cstmcnts with its business strategy. They need to be 

encouraged t hav the per pective that technology is a means to leverage their business 

initiative · and to manage their critical assets: time, people and money. And they must 

appreciate the need to drive as a means of controlling overhead costs, leveraging 

resources and pro iding quantifiable return on investment. 

Human Resource management 

The benefit an organization realizes from human capital investment is directly 

proportional to the quality of its human resource strategy, processe and overall 

management. For our purpo es, human capital is defined as individual, as well as 

collective, kill , talent , and capabilitie . The outcome of an organization's human 

re ·ource proce · e are critical capabilitie , like enhanced leader ·hip, managerial 

competency, employee efficiency and proficiency, and workforce collaboration. Human 

re ource management can be a major change agent, but mu ·t have a trategic i:ion and 

an under tanding of ho\ technology can tran form the human resourc fun tion. Human 

rcsomce' challenge is to d velop and implement ate ·Jm log) trateg lmkcd tight! to 

the bu in trategy. n efficient human re ourc organizati n cmp wcr cmplo · 

upJ h r . and pann 1 and lev ra c techno! · to ac mpli h tiat\: ,i 
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business goals. In this research human re ource management with regard to employee 

needs scored 44.44% 

Customer Focus 

Most important. corp mil· l un must shift their focus to center on the client (external) 

rath ·r thuu tht indh 1tluJl mtcrnal) . The client is the ultimate consumer of a firm's 

scrvic, ·. Thcn~ r re, m the corporate banking industry firms need to focus on how to 

deliver ·er ice · more effectively to meet and anticipate the needs of its client base. 

Obtaining bu -in to this different approach to operations will shift the way everybody in 

the organization works, thereby reaping significant returns for the firm. 

Today, due to increasing convergence of industries from deregulation and emerging 

technologies companies face a threat to their customer base from traditional a well as 

new 'competitors'. Customer loyalty is the only true as et for many firms. Successful 

cu tomer management has never been more important than today, and poses a ignificant 

challenge for organization acros all ·ector ·. Customer expectation for personalized 

treatment have increa ·ed ignificantly. Simultaneously, new technologies are making it 

po · · ible to build uperior relation hip with large number · of customer ·. 

5.2 Limitation of th tud 

Inform, tion oil t d in th tudy \\a of a elf-report natur whi h. tlcp nding on th 

m qu ri d. ma be pron to omc ina cura ')' a • rc ult ot 1 than 

r II, I k f in nm ti n 1 di om ll1 with I -di lo mc . "1 h m t 

im n nt limit ti n thi JU lit ti h i that th mdin lir tl 



generalized to the larger population being tudied. This is especially true when the 

definition of the population i broad . . th whole corporate banking industry in Kenya. 

The number of participants 111 thb r s ar h study was small to be representative of the 

population. Fo ·us •r UJ " r int r i 'WS with just eighteen members of a target audience, 

the population r whi ·h num ers in the thousands or more, cannot meet the statistical 

ussumpti n · t pr ject the re ·ult accurately or reliably to the total audience. Some 

participant · tendended to expre view that are consistent with social standards and try 

not to pre ·ent them elve negatively. This social desirability bias led respondents to self­

censor their actual view , especially when they are in a group setting. 

The corporate banking industry's value system is not limited to a simple linear two­

dimen ional view; rather it is made up of a group, or a strategic network, of companies 

that do not nece arily work in a serial fashion as in the traditional value chain models. A 

better way to under tand the interrelationship between each network is through the lens 

of the dynamic multidimen ional strategic network model, which was very difficult to 

realize while undertaking thi re ·earch. 

5.3 ugge tion for Further tud 

Technology, pr du t and tructure. can be pi d by omp tit r-·; howe er n 

mat h high! • harg d. m tivated p pl \vho ar . Peopl ar a firm' m t unp rtant 

a t :md th mo t und rutiliz d r ur c. lluman r ourc 

kn kill ba c th t cr at l:Olllp titi\ n . \ 'dl - oa he I and hi 'hi · m >ti' at~d 

pi uti 



fast world where top management alone can no longer assure your firm's 

competitiveness. Based on thi findino thi an suffice as a subject for further research. 

Hyper competition is a k f atur f th' n 'W company. New customers want delivery 

quick, cheaper, and 111 th ·ir ''a . l'h' fundamental quantitative and qualitative shift in 

competition n:quir -; nwnizauonal change on an unprecedented scale. Today, 

sustainable c mpetiti' e ad\ antage hould be built upon your corporate capabilities and 

must con ·tantly be reinvented. The larger focus is if this could hold in the future. 

Building on Thomp on's (1967) typology of long-linked, intensive, and mediating 

technologie , thi paper explores the idea that the value chain, is a distinct generic value 

configuration models required to understand and analyze firm-level value creation logic 

across a broad range of industries and firms. The generalization of this concept could be 

taken over as a ubject of finding for future research. 

5.4 Suggestions For Policy and Practice 

Organization achieve a competitive advantage by managing the value chain better than 

other in titution in their indu try. Managing the alue chain implies increa ing the 

quality of product and ervice., while redu ing the in-,titution' co~ts and increa ing 

revenue. thu increa ing competiti\e ad antag . amining a firm' 'alue chain and 

comp. nn it to tho. of k y rivals indi ate ar a of co t ad antag r dt advantag 

rp >r'll bank d Lion to undcrtak c nain a tivitie · i dire tly linked t a hi ·ving 

omp titi · 

Ill tit 

d •nnt 1c. l·or c ·amp!'. a c rp rm hank wi hin' t utp r orm it 

r nti. tin it I tlu u h hi h r qu.lit · "ill h tv t 1 tiHm it ' tlu~.: 



chain activities better than the competition. By contrast, a strategy based on seeking cost 

leadership will require a reduction in th O.' ts a sociated with the value chain activities, 

or a reduction in the total am unt r r s nr ' s used. A corporate bank might also choose 

to follow a focus strat •g b ' 1 11 ' 1 in a sp ific market segment or a specific offering. 

ln controlling co~ts in u 'alue chain, managers try to answer the following questions; can 

we r 'UUC' co ·t · m thi · acti ity, holding value (revenue, service, credibility, etc.) 

con ·tant? an we increa ·e value in this activity, holding costs constant? Can we reduce 

as et 111 thi acti ity holding costs and value (revenue, service, credibility, etc.) 

constant? Co t for an activity can be reduced only if the reduction does not adversely 

affect trategic advantage. For example, an across-the-board spending cut may result in a 

hort-run cost reduction, but it could be a disastrous long-run strategy. Benchmarking 

against similar institutions is another way to gain cost advantage, acquire good practices, 

and create differentiation advantage (Jackson & Lund, 2000). Thus, internal value chain 

analy ·i make one thing clear: value chain activities are interrelated, and no activity 

·hould be managed independently without con idering its impact on all other activitie . 

To better understand the acti itie · through which a firm develop · competiti e ad antag 

and reate h reholder alue. it i u eful to ·eparate the bu ·in s ·y ·tern int a eri r 
value gcn rating activitic. r f rrcd to a. th valu chain. 'I h1s ham 'lhould not b I 

into in i olation rather it h uld form a lurg r •s t m that would 111 ·Jud the vatu~.: hain 

nd I '" n t1 am chann I and u t mer . 
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PPENDIX 1 

I 1TR D TORY LETTER 

Dear Respondent, 

RE: COLLECTION OF SURVEY DATA 

Steve Biko Odero 
Faculty of Commerce 
C/0 MBA Office 
Department of Business 
Administration 
University of Nairobi 
P. 0. Box 30197 
NAIROBI 

June 2006 

I am a postgraduate student at the University of Nairobi, at the faculty of Commerce. In 
order to fulfill the degree requirement. I am undertaking a management research project 
on 'The Value Chain and Competitive Advantage in The Corporate Banking industry in 
Kenya-A case study of Citibank Kenya. 

You have been elected to form part of this study. This is to kindly request you to as i t 
me collect the data by filing out the accompanying que ·tionnaire, which I will collect 
from your ·elf. 

The information you provide will be used exclusively for academic purpose . My 
upervi . or and I a. sure you that the information you gi e will be treated with ·trict 

confidence. At no time will you or your organiLation' · name appear in my rep rt. A 
cop} of the final paper \ ill be availed to you upon request. 

Your co-op ration will be highly appre iated. 

'I hank you in advance. 

You uith ull ·. 

lR 131 



APPENDIX2 

QUE TIONNAIRE 

PART I 

General In format ion 

1. Your Name 
................................................... ... ......... .. . ............ (Optional) 

11. Job Title 
......................................... ..... . . ... ..... . . . ... ................... (Optional) 

111. How long have you been working for Citigroup. (Please tick one) 

Less than 5 years ( ) 5-10 years ( ) 

15-20 years ( ) Over 20 years ( ) 

tv. U ing the categorie below, plea e indicate the number of taff you over ee In your department. (Plea e tick one) 

Le~ than 1-5 ( ) Between 5 - I 0 

Betv .. ccn 10-15 ) More than 15 



PART II 
Please indicate the extent to which our organization practices the following, on a scale of 1-5 where, 

5= To a very large tent 

4 = To a large xt nt 

3 = To som · · tent 

2 = To u smull ' tem 

1 = Not at all 

I sue (5) (4) (3) (2) (1) 
Very Large Some Small Not at 
large extent extent extent all 
extent 

En ure that logistic of inputs for service 
delivery are awarded on a competitive 
bid. 
Ensure that inputs for branch operations 
are above reproach in terms of features 
and technology 
Educate the customer on the full scope 
of product features and confirm their 
appreciation. 
Provide a range of differently price 
quality level · of product · and ervice . 

Conduct checks to en ure that all 
operation conforms to required 
procedures 
Conduct che k. to ensu re that any flaw · 
in proce c. are addrc sed and corrective 
actions put m place. 

tlcquut number of fully skilled . taff in 
all tlcpartm m 

Ability of op 'ration stuiT to rc olvc 
i :-. ll that may ari cau ing po ibl 
customer dissatisfaction. 
Ability tf taff t m t tar ct go.ll anti 
• hi \' r uir d liv rabl 
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Issue (5) (4) (3) (2) (1) 
Very Large Some Small Not at 
large extent extent extent all 

extent 
Seck to understand customers m ti nal 
response to the sty! und m I, r r i · · 
delivery. 
Seck to know custom •t ·., ,,lll faction on 
scrvic dcl iv ·ry tim· fram 

To what ·xtenl d ' u roll out any new 
product · that ou may haYe to the market 

Scrutinize requirement of your target 
market 

How realistic are your sales/revenue 
targets 

Resolution of customer queries 

Provi ion of prompt service to customers. 

Practice of relation hip management 

Employee empowerment enhancing 
service deli ery. 

Training customer' on full functionality 
of pr duct they pur hasc. 

Advi ing, cu tomer on the introduction 
of new product. and f\ IC 

Upgrade ur pr cc c on th ba i of 
improved t hnolo 

Advi in u t m on full r ,m 't.: und 
• l Ill ur ann' pwdu t and 

service. 



Issue (5) (4) (3) (2) (1) 
Very Large Some Small Not at 
large extent extent extent all 
extent 

Outsource functions not r I )ll!' 
business 

Secure lowest po-;sibl · In, f r input 
purchas s or th' high •<;t llltlllt 

-
Innovate in term · f techno log 

Technolog ea·e delivery of serv1ces to 
cu ·tomer ·. 

Reward and remunerate your employees on 
an equitable ba is. 

Recognize superior performance 

Review the trength and weaknesses of your 
taff periodically. 

Willingne s to help customers. 

Caring and under tanding by staff when 
dealing with cu tomer . 

Price your product with regard to the 
customer ' purcha ing power and product 
differentiabilit . 
Trainmg tafT m cu tomcr er ice. 

Carrying out r gular ur eys to id ntify 
mploy need . 

Willin n • nd prornptnc 111 . olvin 
mpl int . 



Issue (5) (4) (3) (2) (1) 
Very Large Some Small Not at 
large extent extent extent all 
extent 

Differentiate your products t n~urc th' 
customer has a variety to cho ' fn m. 

r-c . arrymg out regular 'ill!\ \ l identify 
employee needs 

1-:--
Scgrcgnt' ur murk.ct t 1dentify target 
customer·. 

Seeking cu ' to mer perception on the VlCW 
that the firm 1 competent 111 corporate 
banking er ICC delivery. 
Monitoring compliance to service level 
delivery a agreed with cu tomers. 

To what extent is your firm structured to 
ensure service delivery is optimal. 

Agree service level delivery with customers. 

Developing a cu tomer oriented culture 

Conduct urvey to identify customer need . 

Setup cu ·tomer ervice de k and monitor 
performance. 

Caring and individualized cu tomer 
attention for large u tomer 

S uing pnce premium for di. tin t1 e 
rvicc . 

All't h imponan lo the di tin tivcn of 
th omp n • bran t r •mb I. 



' 

Issue (5) (4) (3) (2) (1) 
Very Large Some Small Not at 
large extent extent extent all 

extent 
Communicate company vi ·ion und missi n 
to staff. 

Attract bes t employ· '" in J l mark •t. 

f--
Attach gr ·at 1111( rtun e to the choice of 
adverti ·ing mediu u ·ed. 

Importance attached to having an advertising 
trategy and budget. 

Use of public relations. 

Safety and appearance of firm facilities and 
equipment. 

Perception of customers about attractiveness 
of office and safety of surrounding areas. 

Office location project a good image for the 
firm. 

The firm pon ·or pecific event . 

Attach importance that a large number of 
cu tomer a . ociate with c ent · ·pon ored 
by firm . 
Projc t an c ccllcnt ethical tand by the firm 



PART III 

A 
From the above please indicat an 
think make your bank th numb r n 

it i--s performed by your organization that you 
within the Kenyan market. (Explain briefly) 

]. __________________________________________________________ __ 

2. 

3. 

4 

5. __________________________________________________________ __ 


