INTERNATIONALIZATION OF COMMERCIAL BANKS IN

KENYA

BY:

MWANGI EVELYN WAMBUI

A RESEARCH PROJECT SUBMITTED IN  PARTIAL
FULFILLMENT OF THE REQUIREMENTS FOR THE AWARD OF

MASTER OF BUSINESS ADMINISTRATION, SCHOOL OF
BUSINESS, UNIVERSITY OF NAIROBI.

NOVEMBER 2013



DECLARATION

This research project is my original work and has Imeen presented for award of a

degree at the University of Nairobi or any othewvarsity.

Signature.........ccoeevviiineie e, Date... ..o

Reg. No: D61/73150/2012

The research project has been submitted for exaimmavith my approval as the

university supervisor.

Signature..........cooeveiiiiienin. Date....ccovoiiiiiii

Professor Evans Aosa,
Associate Dean,
Graduate School of Business,

University of Nairobi



DEDICATION

| wish to dedicate this project to my family whocearaged me when writing this

project.



ACKNOWLEDGEMENT

This research project in its present form has lmeade possible by God and a number of people
to whom | am greatly indebted and to whom | woukke tto express my gratitude for giving me

the strength and grace to get through this projeathk you for your unconditional grace.

To my supervisor Prof Evans Aosa; | extend my siggatitude for his guidance, suggestions,
corrections, criticisms, patience and her congacburagement throughout the period of writing

this research proposal.

To my family and friends ; | extend my heartfelatitude to my mother for her continuous
prayers and encouragement, my father for encouyagmto believe in myself and my sisters and

brothers for their constant encouragement.



TABLE OF CONTENTS

DECLARATION Lottt e et e et e e et e e e et e e e e nna e e e ebaneaees il
DEDICATION ottt e e e et e e et e e e rnn e e e e ea e e e ena s ii
ACKNOWLEDGEMENT ... e e e e e e eaanas v
LIST OF FIGURES ..o eeeaesseesess s se s viii
LIST OF TABLES ... oottt e et s e e e e e e eaa e eees IX
AB ST R A T et X
CHAPTER ONE: INTRODUCTION ....ciiiiiiii e 1
1.1 Background Of the StUAY.......cuvireiuiiiieeiieiei e e vermer e e e e ee e e e e eennns 1
1.1.1 Internationalization PrOCESS.........ccooiiiiiiiiiiiiiiie e e e 2
1.1.2 The Banking SecCtor iN KENYA........ccoiiiiiiieeeeeiieieeeeeeee i e e e e e e e 4
1.2 RESEAICH ProDIEM . ... e i 5
1.3 RESEAICN ODJECHVE. .. uitiii it e e e e e e e e e e e e e eaaeens 8
1.4 Value Of the StUAY....ucvuiii e et ree et e e e e e e e e e e e eaeeneeanns 8
CHAPTER TWO: LITERATURE REVIEW ..., 9
25 3 {0 Yo 0o 1T o PP 9
2.2 Theoretical FOUNAtiON.......iuuiiiiiiire e errme e e e eans 9
2.3 Internationalization Of FIMMS........ouiiiiiii e 10
CHAPTER THREEE: RESEARCH METHODOLOGY ......cccoeetvvvnnnens 15
T8 A (01 4o To LU T 1o o PP 15
A = LT Y- Yo I DT T [ 15
I8¢ T 1= 1o 1= =0T o LU F= oo P 15
I B (- W o] =Tt i o o BRSSPSR 16
IR D=1 v WA = £ 17



CHAPTER FOUR:DATA ANALYSIS, RESULTS AND DISCUSSION ................ 18

0 I 0110 o (U T (o SR TRUR 18
4.2 RESPONSE RALE. ... iuuiiiiiiieiiieiie e et e e et e rneemt e e et e e e eaeanseaeeneeaneeneenns 18
4.3 Demographic Profile of RESPONENtS.........cvvieiuiiiiiiieiiieiiee e rne e e 18
4.4 Internationalization of Commercial Banks in K@n............cccoveeiiiiniinienncennnns. 23
4.5 DISCUSSION. 1. eeeteeeeteeetteeete e e et e e e et e e et namaeemeaa s e eetn s eeaneeeeneaennaeannnaeeennnns 9.2
4.5.1 Comparison With TREOIY.........ccoiiiiiiiiiiiie e 30
4.5.2 Comparison with other StUIES...........ueiiiiiiii e 30
CHAPTER FIVE: ..ot 32.
SUMMARY, CONCLUSION AND RECOMMENDATIONS .......... ..... 32
ST [ (T [N T 1o o PP 32
5.2 SUMMAry Of FINAINGS.....iuniiiiii e e emr e e e e e e e e e e e 32
5.3 CONCIUSION. ..ttt ettt ese ettt e st e bt enbeeneeaneeeseeneeeneaneeneens 35
5.4 RECOMMENUALIOIIS ...ttt ettt e et e ettt aneenee e 36
5.5 Limitations Of the StUAY........evuueiiiiiieiiieiieeie e e vmeeat e s e et e e e eaeeneeanns 37
5.6 Suggestions for Further RESEarCh.........cvviiiiieiiiiie e veermee e enes 37
REFERENGCES ...t 39
APPENDICES ... et 44
APPEND DX .. 45

Vi



LIST OF FIGURES

Figure 4.1: Gender of the ReSPONUENL........cviiiiiiiiiii e aeas 19
Figure 4.2: Age DistriDULIOIL .. ....iveieii e eeseee e e e e e e e eaeeens 20
Figure 4.3: TiIMe Of Shift......ccuiiiiiiiiiie s e e e e e e e e eane e 23
Figure 4.4 :Internationalization UNIL.........coeieiiiiiiiiii e errne e e 24
Figure 4.5: Management Commitment to Internalizafoocess............ccceeveveienanens 25

Vil



LIST OF TABLES

Table 4.1: EAUCAtION LEVEL......iuuiiii et rmer e e e e e e e e e e 21
Table 4.2: REPOItiNG IEVEL... ... e rme e e e e e e e 22
Table 4.3 : External Strategic Factors in Inte@dl Process..........cccovveveviiiiiininnnns 26
Table 4.4: Internal Strategic Factors in InternmaidProCess........ocvvveveieiininienenenen. 28

viii



ABSTRACT

This study was conducted on the internationalizatdd commercial banks in Kenya
which was the key objective of this study. Commardanks have also developed
strategies to enable them internationalize and taiaira competitive edge in the market
Internationalization has helped Kenyan commercaaikis to do a significantly better job
of providing what customers are looking for theredyabling the bank to earn a
competitive advantage. Internationalization is im@ot for growth of companies in
countries that allow free market model of business attracted entry into new markets
requiring tact and strategy. The research desigolved a cross sectional survey adopted
in all commercial banks in Kenya to give an insightthe internalization of banks in
Kenya.Data was collected using a questionnaire that wasrastered through drop and
pick later method. Percentages, frequencies, @eshmean and standard deviation were
used to analyze internationalization of commerbaiks in Kenya. The study found that
local commercial banks are quite sluggish to iragomalize their ventures. There are
several explanations for this finding: The managanoé commercial banks in Kenya is
largely autocratic and therefore major decision-mgkprocesses are limited to a few
leaders; managers are lowly informed about hownassies internationalize they lack
adequate skills; lack of definite investment inoeg in the target foreign market and;
poor financial capacity to expand their bankingibess. The study recommends that
managers of commercial banks in Kenya should rdis& entrepreneurial skills to a
global level. This can involve things like perfongi market analyses and studying
foreign cultures and business strategies employgdsimilar businesses in other
countries. In doing so, the respective managempaneél or specific department should
create atmosphere that facilitates explorationnbérnational markets with great reap
benefits for the bank in question. Further redeans the same area can be done in
commercial banks outside Kenya that are similartenrms of size and areas of
intervention. Findings can be compared to asseskeife areas of commonalities or
unique factors. The findings of this study and aapion thereof are limited to
commercial banks in Kenya. They may not be applecdirectly to other organizations
operating outside the Kenyan banking industry.



CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

Increasing globalization levels have led to a nunmdfemeasures, such as lower trade
barriers and higher international integration. Enhesieasures have created the
institutional and economic conditions for a growthategy of firms from developed and
developing countries. Presence in foreign markstsan important growth tool for

companies, especially in the case of limited honaeket. This may happen due to lack

of domestic demand, when the market is too smaheindustry is to narrow.

Eclectic paradigm of Internationalization advantageolves transaction attribute. It
stems from the fact that the factors constitutimgnership advantage becomes a private
good once transferred outside the boundaries offithe Internalization advantage
applies to the case where the firm prefers to ekpgkownership advantage internally,
rather than by licensing or any other collaboratimede in order to minimize the
transaction costs associated with the inter-firangfer of proprietary knowledge and

capabilities (Dunning, 1977).

It is argued that MNCs from emerging economies aiohold the same property structure
as those from well developed countries (Filatotckéwal., 2007). With this reality at
hand, companies that operate in more mature homd&etsagain an advantage to
compete abroad. Other factors may still influedeeftrm’s competitiveness, such as the
education of the labor force and the access tdalapill of these factors make it difficult
for a company from a least developed country to peten in a more globalized and d

Commercial banks in Kenya have embarked to anatnig that undertakes to attract



customers and fulfill their expectations, to widred competitive pressures and to
strengthen its market position. Internationalizatmf banks provides opportunities for
banks to respond to the various challenges witSimperating environment. Commercial
Banks have also developed strategies to enable th@mmationalize and maintain a
competitive edge in the market (Porter, 1985).rhm@onalization has helped Kenyan
commercial banks to do a significantly better job pooviding what customers are

looking for thereby enabling the bank to earn apetitive advantage.

1.1.1 Internationalization Concept

Business expansion to international market requiaes and careful analysis. It is a
proven fact that establishing business in a dewaipand or an emerging middle power
is riskier than establishing the same in a devaelamaintry. When expanding business in
foreign territories, foreign firms face differeraroiers resulting from difference in levels
of geographic distance, psychological and cultuaalations and institutional relationship
between the country of origin and host countrieghefr investments. These barriers are

often called “liability of foreignness” (LOF) (Madk, 2012).

Even though there are existential obstacles tostitwg and expanding into a foreign
territory, banks and other players in the busingssld have developed strategies of
internationalization (Narula, 2011). Studies haeerb published about the relationship
between the degree of internationalization and operédnce of firms (Glaum and
Oesterle, 2007). Among other strategies, firms slowendency of conducting R&D
activities abroad in order to fit into the markstquickly as possible. There is however

other traditional views that consider that firmsulgbonly do better if it reproduced their



home business conducting methods in a foreign mafRearce, 1992). Currently,
researchers understand that MNCs seek complemeasassts abroad to enlarge their

ownership advantages (Hayashi and Serapio, 2006).

Although there as different standards between MNsDgdies have shown that both
emerging MNCs and MNCs from developed countriek $eedevelop complementary
strategies to expand their ownership advantagesspsused by Hayashi and Serapio,
(2006). They used to follow an incremental stratefjynternationalization, based on the
psychic distance as determinant factor for marlaecsion in the early stages, in
particular, which means, that the process of gridirecreasing commitment would still
be expected to be the norm (Dunning and Lundam)0here are also evidences about
the role of social networks as a key factor of Heay, developing new markets, and

managing disadvantages related to the LOF.

With regards to motives driving MNCs, from a deysd country into other countries
market seeking, strategic assets-seeking, espeta&ihg advantage of R&D centers or
acquiring or merging with resourceful business g have been found to be very
crucial. For example, tapping into some strategitrers’ complementary assets in order
to exploit its own firm-specific advantages will liee norm rather than an exception
(Hayashi and Serapio, 2008). However, it is rar gn MNC will adopt “a go alone
strategy” in pursuit of the above motives. Oftemes, the firm’s networks of
relationships will be decisive in the achievemehsuch motives (Johanson & Vahlne,

2003).



Market entry strategies into an international markelude the use of equity joint
ventures, contractual joint ventures and wholly edenterprises. This coursework looks
at the important issues that affect set up of lmssias in an international business. In a
joint venture, two parties are brought togetheoiider to take on a given project. The
parties then invest in terms of time, money andreffAn equity-based joint venture can
similarly be observed as a profit sharing arrangentigat happens between two parties,
or more, who contribute both the capital and trguired expertise to start up a business
venture. These types of arrangements are commioteimational businesses where there
are merging markets. The market entrant bringeenproduct knowledge while the local
partner comes with the advantage of local knowledgd other local advantages

according to (Hodgetts and Luthans, 2000).

1.1.2 The Banking Sector in Kenya

Commercial banks in Kenya have undergone major ggmnsince the market
liberalization in the 1990s. The banks have haduahprofit efficiency of average 65.6
% between 1995 and 2004. The studies that camethptivis data indicated that banks
had suffered a decline in profits because of thgopblistic nature of the commercial
banking sector in Kenya. The reforms that have liakimg place in the financial sector
have not fully stimulated the macroeconomic factbeg drive growth in the commercial
banks, (Meso and Kaino, 2008). There has beent@fclampetition among most players
in the banking sector in the country. Banks havepsstl new technology and have

introduced new products that are targeting differearket segments.



This segmentation is projected to see the bankawos in the country taking an
improvement in its business operations. In theye@dls, commercial banking sector in
Kenya only targeted high-income earners. The bdigkee now made forays into the
population segment with low-income earners (Math@@9). Even though the banking
sector has worked well in improving its customeséban the country, there is still need to
do more to improve on profits. The banks have tomdwe to tap into the virgin market
where most of the population in the countries neggimng Kenya does not have access to
banking services. Expanding into international reaiik one of the ways that the banks

have tried to tap into the market.

1.2 Research Problem

Globalization has increased competition in busiegsthat operate in countries that
embrace open market structures. Internationalizati® important for growth of
companies in countries that allow free market maxfebusiness. However, entry into
new markets requires tact and strategy. Operatin@ inew country means that an
organization has to come up with modalities thak knelp it to fit into the new structure.
This includes understanding the marketing model stitial variables of the new country,
the economy of the country, the political stabjlithe human resource structure, the
supply chain and the company laws in the new cgu@ompanies have to look critically

at these factors before putting in place entrytesgjias in a new country.



Commercial Banks in Kenya have embarked on intemalization processes since most
countries in the East Africa region eased tradedyaramong their borders. As financial
sector, banks have different factors that influeticeir strategic alignment towards
internationalization. The financial market is affst by different elements while making
strategies for market entry into a new country. ésthnding of these factors is essential
for financial health of banks once they have sétitdo a new market. If the factors are
identified and critically evaluated, a bank can mappropriate strategies that help in

internationalization process.

Knill and Lehmkuhl (2002) did a study to investigafactors that influenced

internationalization of businesses. In the analy#ie author looked at political and
economic factors that could determine the stratetiiiat firms could put in place in order
to fit well into new markets. In the analysis, thathors listed individual disposable
income of the citizens of a country, the politistbility, the tax laws and company laws
as the major contributing factors that influenaatsigy making while entering into new

countries for business expansion.

Boojihawon and Acholonu (2013) did a study on In&tionalisation process of African
banks. The study took an overall approach. Howeaweorder to understand the factors
that influence how Kenyan banks internationalizeemter into new markets, a study of

the local banks is essential.

Ohaga (2004) did a study to find out factors tidfuenced strategy making in Kenyan
Banks. The study was purposed to analyze theseor$achigainst the changing

environmental needs of the financial markets. ifthdings, the author reported that the



longevity of time that a bank has been in operatietermines the strategies that it can
adopt. As well, the ownership of the bank was @mening factor to the strategies that
banks adopted in Kenya. Some of the strategiesiomeat by this study included mergers
and acquisitions, improved distribution channelsgeographical diversification,

diversification into non-traditional banking prodsic consolidation, customer base
diversification, the increased emphasis on norréisteincome, changed their business

orientation and adoption of 'Judo Strategy' .

Waweru and Kalani (2009) did a similar study whage was to find out the strategies
that banks in Kenya in order to deal with effedt§irmancial crisis. The study also looked
at the factors that these banks used to deterrhaenethods of responding to the crisis.
The economic performance and outlook of the couwttg found to be the major factor

that influenced the strategies with which the bamlsponded to banking crisis.

Gakumo (2006) looked at the generic strategy antbagcommercial banks in Kenya.
This analyzed the factors which determine the esjiat that banks adopt in Kenya. In the
studies, it was found out that of the responded@ applied differentiation, 15%
applied focus while 5% applied cost leadershipu&hfer 40% of the commercial banks
were stuck in the middle. This implied that thagytifail to develop their strategy in at
least one of the three directions (Porter1980).s Twill come up with first hand
information about internationalization of banks aperating Kenya and the factors
influencing the same. What is the internationalmaprocess of the commercial banks in

Kenya?



1.3 Research Objective
The objective of this research was to establish ititernationalization process of

commercial banks in Kenya.

1.4 Value of the study

The results of this study were useful for varioteksholders. The banking sector, the
government of Kenya, researchers and other stattefsoin the money market business
will benefit in the results of the study. The résubs used in putting in place strategies
that will help increase market base of banks tmeeising their productivity and

profitability.

The banking sector was the main beneficiary of #tisdy. The data collected will
reflected the true situation on the ground. The mamy used study findings to come up
with ways of improving on how they deal with intationalization strategy making
processes. Strategies that improve operationsriisbia new markets were useful to the

banking sector in the country.

The research findings were useful for further refeaResearchers who wish to do more
studies about internationalization strategies wsk the information to do literature
review for future studies. As well, these resulia be useful for researchers who wish to
test hypothesis concerning internationalization #mel strategy of market entry. The
government of Kenya will benefit from the study &ese it can use the findings to
influence the factors that enhance quick foreigeaiinvestment by banks from outside

the country.



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

In this chapter, a review of the factors that ieflue strategy making in
internationalization will be discussed. This witiclude a review of published research,
textbook work and other articles that have esthblisnformation about the factors under
discussion. Empirical review of similar work dong bther researchers will also be

discussed in the chapter.

2.2 Theoretical Foundation

Internalization theory centers on the notion tivang aspire to develop their own internal
markets whenever transactions can be made at a loyg within the firm and will
continue until the benefits and costs of furtheernalization are equated to the margin
(Buckley and Casson, 1993). Internalization caroive a form of vertical integration
bringing new operations and activities, formerlyrigal out by intermediate markets,
under the ownership and governance of the firm @alhe when natural markets are
imperfect or missing. Internalization of transacideyond national borders leads to the
creation of the multinational enterprise. Antecadermarket internalization is a process
of information gathering and assessment, througlhwmanagement determines the best

foreign expansion approach.

The eclectic paradigm, also known as the OLI Pgradiis based on internalization
theory and tries to explain the different formsimternational production as well as the
selection of a country for FDI (foreign direct imtments). According to Dunning (1980),
internationalization of economic activity is detémed by the realization of three types of

advantages. First, ownership advantages whichpa@f to the company and related to



the accumulation of intangible assets, technoldgiepacities or product innovations.
Secondly, there are internalization advantagesdiesh from the capacity of the firm to
manage and coordinate activities internally inthkie-added chain. These are related to
the integration of transactions into multinatiohararchies through FDI. Third, location
advantages referring to the institutional and potisle factors present in a particular
geographical area. These arise when it is betteonabine products manufactured in the

home country with irremovable factors and intermagglproducts of another location.

2.3 Internationalization of Firms

The term internationalization has different defons. Fletcher (2001) defines
internationalization as a process of businessiiesvacross the borders of home country
with an increasing degree in operations. It carrefioee be seen as exchanging of
resources across national borders. In order foroaggnization to do internationalization,
it has to make incremental adjustments to the ahgngpnditions within a firm and the
operating environment. Internationalization hasaittéecedents that are either internal or
external. Internationalization strategies includempilation of objectives, plans and
policies in order to achieve goals in a foreign kearFirms will therefore select certain
strategies that go in line with their own objectivad operating in an international market.
In overall objectives, firms always strategize tt gew competitive advantages in a

foreign market while securing the existing ones.

Internationalization has two paths that should diedved. First, the organization has to
select the market that it is seeking to enter.ri’s market knowledge, which will reflect
how the firm learns about the opportunities andlehges in a particular market, will

influence its decision to enter a particular markatrrent activities in the market will

10



influence the decisions of some firms to commitoteses into the market in an

incremental fashion (Johnson and Vahine, 1990).

The second path is to formulate strategies thathslp it to make forays into the selected
foreign market. Any strategy formulated must be rgdatowards achieving the
organizational goals. Strategy formulation incluttes ownership structure, the pricing,
the human resource practice to be adopted, theerglaig style to be adopted and
employment policies. All these strategies are afi@dy different factors in the foreign

market and in the organization.

Internal factors that influence the strategies talwanternationalization are varied. They
include international experience by the companje©tompany characteristics, such as
a management’s willingness to engage company siometary commitment to

international activities .These could be seen asepship advantages in adapted from

Zaheer (1995).

External factors include incentivizing factors, Bu@s governmental support to
internationalization cost reduction potential (Dungy 1990). Domestic competitiveness
overseas competitiveness and dis-incentivizingofacin market entry barriers, such as
tariff barriers, market risks, activities of comipats in a market, lack of market
knowledge and lack of governmental incentives amirnationalization advantages

(Buckley and Casson, 1976).

The process of internationalization has been famedlin the research with the stages
approach, the contingency approach, and the netapgkoach. It's also known as

learning approach when explaining rather than dasg the patterns of becoming

11



international (Fletcher, 2001). Internationalizationcreases in the dimensions of
commitment, knowledge and time (Bebito et al, 19@€%mpanies are well established in
the homemarket and internationalization is seearasvolutionary process. Companies
are moving away from the home market towards gedugecally and psychologically

close markets.

Internationalization also means a changing statee growth of the firm provides a
background to internationalization and to some eegrthe concepts of
internationalization and growth are intertwined ¢Bley and Ghauri, 1999). However,
some features are unique to internationalizatiorabteast, there are significant degrees

of difference between growth at home and growterirdtionally.

Existing research has focused on organization€rmationalization mainly from the

point of view of the firm’s international activiseor operations by applying product,
operation, and market analyses (Luostarinen, 1%fMetwork analyses (Johanson and
Mattson, 1993). There is a tendency in small firesearch to view the process of
internationalization as evolutionary, through whicbmpanies become increasingly
committed to, and involved in, international adies, but at a certain point can also
become inverted and result in de-internationalat{ Calof and Beamish, 1995). In
Nordic countries the internationalization of firrhas traditionally been defined as “the

process of increasing involvement in internatianagrations.

In a network context, Johanson and Mattsson (18883¢ribed internationalization as a
“‘cumulative process, in which relationships are tocurally established, maintained,

developed, broken and dissolved in order to achtbeeobjectives of the firm”. This

12



view, however, seems somewhat fragmented as itséscexclusively on relationships.
Assuming that organizations operate within theitured context, the view of Johanson
and Vahlne (1990).They define internationalizatias the “process of developing
networks of business relationships in other coasatthrough extension, penetration, and

integration.

In their definition, Lehtinen and Penttinen (1998y to summarize the fundamental
characteristics of the internationalization proceased on the Nordic research findings.
Their definition also covers two concepts occadignapplied in the context of

internationalization, namely international oriefdat and international commitment.
International orientation refers to a firm’s geneattitude towards internationalization,
thus representing an evaluative dimension. Rei@X)L@efined it as a measure of the
perceived difference between foreign markets anel hlome market space along

economic, cultural, political, and market-strategjimensions.

International commitment is basically associatethwhe requirements of the operation
modes chosen and the size of international busifdss latter seeks to position firms
somewhere between the extremes of no involvemendamestic firm and full

commitment of a firm with a realized foreign dir@etestment.

Generally, the overall research focus has shiftech the definition and analyses in terms
of international activities to the resources neefdednternationalization. With reference
to the resource-based perspective, Ahokangas (18&@f)osed a definition of SME
internationalization in terms of resources withie natural context. An internationalizing

firm can be viewed as mobilizing unique and intpetedent resource stocks that enable

13



and contribute to the firm’s internationalizatioctigities within its natural context. This
definition thus implies that internationalizatiors i“the process of mobilizing,
accumulating, and developing resource stocks fiarmational activities”, regardless of

the actual content of the international activittesmselves.

In terms of the individual firm, the basis of imationalization research can be found in
the behavioral theory of the firm proposed by Cyamtd March (1963) as well as in
different decision-making theories. From a marketspective, trade theories can also

provide a lens on internationalization research.

Havnes (1994) argued that any of the models of Isiim@l internationalization could be
seen as presenting either a market, firm or ergrequrship perspective. The market
perspective of internationalization has mainly beeaestricted to studies on
internationalization or the diversification strateg) of large firms. These are conceived
within the context of strategy research with romtseconomics ( Dunning, 1980).The
firm perspective, which includes the stage modélsmrnationalization, provides the
bulk of available literature on firms’ internatidization, whereas the number of studies

based on the entrepreneurship perspective is nesshCavusgil, 1980).
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction
This section discussed the research design, tgrgetlation and sample size, data

collection methods and data analysis and presentati

3.2 Research Design

A cross sectional survey was adopted. This desadleats data in order to make an
inference about a population of interest at a gpeint in time. These give a snapshot of
a population that is being studied. This will gas insight of the internalization of banks

in Kenya.

Survey research was used to quantitatively descspecific aspects of a given
population. These aspects often involve examinhg relationships among variables.
Second, the data required for survey research allected from people and are,
therefore, subjective. Finally, survey researchsuseselected portion of the population

from which the findings can later be generalizedkiza the population.

3.3 Target Population

The target population for this study was all contrarbanks operating in Kenya@here
are 44 banks out of which 31 are locally owned d8dre foreign ownedSome of the
banks ventured in international market where thayehforayed for new business
opportunities. This expansion has been due to asee competition in the local scene

and open market policies by regional organizati{@ilen et al, 2012).

15



Commercial Banks operating in Kenya have venturgdrdo the COMESA and the rest
of Africa as a way of increasing market share amtenbusiness opportunities. If the
listed population will be accessed, it will be pbbs to get answers to the research
guestions. The factors affecting strategic inteomalization plans and decisions will be

understood well if the target population will badied.

3.4 Data Collection

This research used a structured questionnaire fasma of data collection instrument.
Questionnaire is a qualitative research data dodledool that makes use of questions
and answers between the interviewer and the imene. Here, the data collection is
personal where the researcher has a direct persongct with the subject being studied.
This technique of data collection has its advardam®d its disadvantages according to
Groove, (1997). Questionnaires are completed basaghat the interviewee says. They
are more personal and the interviewer is able tee @ deep understanding of the

implications of answers given by the interviewee.

As opposed to surveys, a structured questionnaies ghe interviewer the opportunity to
probe and ask follow up questions. It is also gmesior researchers to understand the
interior feelings of the respondents. Structuredesgjonnaires also have their
disadvantages. There could be complications whemnnphg to meet with the
respondents. Coding the data collected from quastioe can be time consuming
especially if the interviewee missed some infororativhile filling in the questionnaire.
The researcher will give out questionnaire to gelbaespondents from the selected

firms.

16



3.5 Data Analysis

The data from the completed questionnaires wasezht@to a computer for analysis.
Analysis of data will used measures of central ¢égleg and measures of dispersion.
Arithmetic mean, mode and median was used to aaahg results. Central tendency is a

central value for a probability distribution.

Measures of dispersion are used to describe theadpof data. Mean is obtained by
summing up all the measurements and dividing byntiraber of observations in a given
data set. Median is used to rank values relativenanother. Mode is the most frequent

data set.

17



CHAPTER FOUR: DATA ANALYSIS, RESULTS AND DISCUSSION

4.1 Introduction

This study was carried out to determine the interaton of commercial banks in
Kenya. Data was collected from, operations managdrhuman resource managers who
were in charge of internalization functions in trespective banks. The findings are

presented next.

4.2 Response Rate

A total of 43 questionnaires were distributed tomowmercial banks through their
headquarters based in Nairobi. Out of the 43 ques#ires, 31 were returned to the
researcher. This represents a response rate of TB¥%.percentage was considered
sufficient for this study. The 28% who never rekdnthe questionnaires cited busy

schedules as the main reason for lacking timdltth&ém.

4.3 Demographic Profile of Respondents

4.3.1 Gender
The study examined gender of the respondents inmmmal banks in Kenya to

determine whether there was relationship betweésrnationalization of commercial
banks and gender. In reference to the objectivbafthe researcher intended to find out
whether the respondents had similar views on gf@atefactors influencing

internationalization of commercial banks in Kenya.
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Figure 4.1: Gender of the Respondent

Gender

W Male (F=23) ®Female (F=8)

Source: Field work

It was also evident from the findings of the stutiyat most of the managers who
participated in the study are males as represdid@% of the respondents as illustrated
in the pie chart above. This is a clear indicatibat most commercial banks in Kenya

have more male managers than females.

4.3.2 Age Distribution

The researcher sought to find out whether age etespondents influenced their views
on internationalization of commercial banks in Kenyrhe managers who were the
respondents in this case were deemed to undertandternationalization processes of
commercial banks in Kenya better. This is becadisken vast experience having served
in the organization for a reasonable amount of tiflee age of the respondents is

presented in the table 4.2 below:
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Figure 4.2 Age Distribution

25

20

15

10
W Total

Number of Respondents

5

18-20 21-30 31-40 41-50 above 50
years

Age

Source: Field work

Findings in figure 4.2 indicate that 20 respondeaged between 31-40 years, 5 of the
respondents were between 21-30. | of the resposdgy®d above 50 years. This was an

indication that most of the managers intervieweeddgetween 31-40 years.

4.3.3 Education Level

The researcher obtained responses from the respisnde their level of education in
order to determine whether their qualifications @y connection with their views on
the factors that influence internationalization @dmmercial banks in Kenya. The
respondents were knowledgeable on matters dealthgnternationalization process and

the strategic factors that influenced internaticaion of commercial banks in Kenya.
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Table 4.1: Education Level

Level of Education F Percent
Postgraduate/University 3 9.68%
University 20 64.52%
College 5 16.12%
Secondary 3 9.68%
Total 31 100

From figure 4.3 above, 20 managers were univeggiggluates, 5 had diplomas and 3
were post graduates.3 respondents had secondéficatss. This was an indication that
most managers were well educated and understoaernatization processes of

commercial banks in Kenya.

4.3.4 Reporting level in the Organization

The researcher sought to examine the levels oftiegdhat the respondents reported to
in commercial banks in Kenya. The reporting legedm indicator of the level of activity
and its relationship with internationalization @inemercial banks in Kenya. It is evident
that the employees who reports to the executivectiirs have high levels of activity

compared to employees reporting to divisional level
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Table 4.2: Reporting level

Reporting level frequency percent
Divisional Manager 10 32.57
Executive Director 14 45.16
Board 6 19.35
Others 1 3.22
Total 31 100

Findings in table 4.1 above confirm that 45.16%tlué respondents reported to the
executive director, 32.57% reported to the divialomanager while 19.35% reported to
the board of directors.3.22% of the respondentgated others. The findings suggest

that most of the respondents reported to the execdirector.

4.3.5 Time of Shift

The research explored the method of working usedonymercial banks in Kenya. Most
of respondents from worked in shifts which wasrarsj indicator that commercial banks
operated twenty four hours. The figure 4.3 sumnearithe mode of working that

commercial banks spend internationalizing theicpsses.
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Figure 4.3 Time of shift

m Day shift
B Afternoon shift

= Night shift

Source: Field work

The findings in figure 4.4 indicate that 65% of ttespondents worked during the day,
19% afternoon shift and 16 at night. This was aication that most managers were

scheduled to work in the day.

4.4 Internationalization of Commercial Banks in Kerya

The research obtained responses from senior man&gen operations department and
human resource departments in commercial bankseny& The respondents were
knowledgeable on the internationalization proces$e®mmercial banks and the factors
influencing internalization of commercial banks Kenya. The findings are presented

below:
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4.4.1 Internationalization Process Unit

The research sought to determine the internalzgti@mcesses utilized by commercial
banks in Kenya. The managers were deemed knowlbbigemn the processes of
internationalization in various departments anddtnategic internal and external factors

that influenced the internalization processes ofim@rcial banks in Kenya.

Figure 4.4 Internationalization Unit

m employee level
B Team leader level
W Business unit level

B Executive level

Source: Field work

From figure 4.5 above, 36% of the respondents atdiat that executive level function
was directly involved with the internationalizatiprocess, 32% of the respondents noted
that business unit level was involved with interoradlization process while 19% of the
respondents felt that team leader level was dyraeattolved with internationalization
process. This was an indication that executivel lavgction was directly involved with

internalization process.
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4.4.2 Management Commitment to Internalization Proess

The researcher sought to determine the level ofagens’ commitment on internalization
processes of commercial banks in Kenya. From thectbe of the study which was to
determine whether commercial banks internationatlegir processes, the researcher
intended to find out the extent of commitment bg thanagement in internalizing their
processes based on the activities and the rolesndr@agement played to ensure that
internationalization was successful. The findingséhbeen summarized in the figure 4.5

below

Figure 4.5 Management Commitment to InternalizationProcess
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[=]
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Rating

From the findings illustrated in figure 4.6, 15pesdents indicated that the management
was committed to internalization process. Six resigots were of the view that
management commitment to internalization was highere was tie between 4
respondents who had opposite opinion, 4 respondetitshat the management was

committed while the other 4 felt that it was notnuuoitted.2 respondents felt that
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management commitment to internalization was vew. [The findings established the

management was committed to internalization of cencrmal banks in Kenya

From the findings the study established that thenagament recruited competent
employees who are qualified for the job. The mansagg also provided financial capital

which was significant in internal strategic intdiration processes.

4.4.3 External Strategic Factors in International Pocess

The respondents were asked to indicate on extestnalegic factors in international
process using a scale as follows; 1 = Not imporfant Less important 3 = Average
importance 4 = Very important 5 = highly importaithe study sought to determine
whether external strategic factors contribute terimationalization of commercial banks
in Kenya

Table 4.3: External Strategic Factors in Internaticnal Process

) _ Stron Std.
Strongly Disagr Undeci Me o
Statement ) Agree gly Deviatio
Disagree ee ded an
Agree n

Political Environment in
_ ) 0.6% 3.8% 40.0% 33.9% 21.7% 4.0 0.94
foreign countries

Legal processes 0.6% 13% 449% 30.0% 232% 3.8 8 1.0

Sociological set up of the
0.1% 06% 34.0% 31.7% 33.6% 3.7 0.79
country

GDP of the new country
0.2% 05% 42.1% 20.1% 37.1% 3.6 1.03

_ 0.1% 204% 22.3% 389% 183% 3.9 0.89
Labor supply in the country

Average 0.32%  5.32% 36.66% 30.9% 26.8% 3.8 4@.9
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Source: Fieldwork

From above findings in table 4.3 above, 55.6% & tBspondents agreed that the
political environment in foreign countries was ampbortant external factor in
internationalization of commercial banks in Keny&e findings found legal processes
highly influenced internationalization of commeitdianks in Kenya. This was supported
by 53.2% of the respondents. It was also found sbatological set up and GDP were
significant external strategic factors that posityvimpacted on internationalization of
commercial banks in Kenya. These statements angosiggl by 65.3% and 57.2% of the
respondents. On the other hand, 57.2% of the relgom® cited that labor supply in the
country as an external strategic factor influenaetrnationalization of commercial
banks in Kenya. 22.3% of the respondents were udel@avhile the remaining 20.5%
disagreed with this statement. On a 5 point s¢aariean score of the responses was 3.8
which indicated that most of the respondents agreetkrnal strategic factors in
international process highly contributed to thesinationalization of commercial banks

in Kenya.

4.4.4 Internal Strategic Factors in International Rocess

The respondents were asked to indicate about adtstrategic factors in international
process using a scale as follows; 1 = Not imporfant Less important 3 = Average
importance 4 = Very important 5 = highly importaithe study sought to determine
whether internal strategic factors contribute iné&ionalization of commercial banks in

Kenya.
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Table 4.4: Internal Strategic Factors in International Process

Stron Std.
Strongly Disagr Undeci Me o
Statement ) Agree gly Deviatio
Disagree ee ded an
Agree n
Familiarity in business 0.6% 20.4% 33.4% 33.9% %.74.0 0.94
Expansion policy of the bank 0.6% 1.3% 34.9% 40.0% 23.2% 3.8 1.08
Availability of financial
_ 0.1% 0.5% 440% 41.8% 13.6% 3.7 0.79
capital
Availability of human capital
0.3% 04% 221% 48.1% 29.1% 3.6 1.03
Average 0.4 5.65 33.6 4095 194 3.8
0.946

Source: Fieldwork

From above findings in table 4.4 above, 45.6% efréspondents agreed that familiarity

of the business was an important external stratégtor in internationalization of

commercial banks. The findings established thaaegn policy of the bank enhanced

internationalization of commercial banks. This waspported by 63.2% of the

respondents. It was also found that availabilityiméncial capital highly was an internal

strategic factor in internalization process of coencral banks. This statement was

supported by 55.4% of the respondents.77.2% of rspondents indicated that

availability of human capital as an internal stgatefactor led to internationalization of

commercial banks while 22.1% of the respondenteewerdecided and the remaining

0.7% of the respondents disagreed. On a 5 poifg Hua mean score of the responses the

findings showed that internal strategic factors tebaoted to internationalization of
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commercial banks in Kenya this was achieved throogéning more branches locally

and internationally, online banking, mergers anglasitions.

4.5 Discussion

From the findings it was evident that quite a numleg commercial banks
internationalize their processes and operationsveiter not all commercial banks were
successful in these processes. It was found tletetbbanks whose management was
committed to internationalization were found to éav competitive edge against their

competitors.

This was achieved through taking account of exteama internal strategic factors of

international process. The findings revealed thHatsé commercial banks whose
management was committed in internationalizati@mcess were successful. It was found
that internationalization of commercial banks ifeetied by various strategic factors both

internally and externally that commercial bankschieeaddress.

4.5.1 Comparison with Theories

In relation to the theory of electric paradigm, Ding (1980) indicated that
internationalization of economic activity is detémed by the realization of three types of
advantages. First, ownership advantages whichpa@f to the company and related to
the accumulation of intangible assets, technoldgiepacities or product innovations.
Secondly, there are internalization advantagesdiesh from the capacity of the firm to
manage and coordinate activities internally inthkie-added chain. These are related to
the integration of transactions into multinatiohararchies through FDI. Third, location

advantages referring to the institutional and potise factors present in a particular
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geographical area. The above statements seemse® &gh the findings of this study, it
is evident that a firm should strategize, througbation, assets, technology in order to

meet sufficient capacity to Internationalize itegtions.

Internationalization theory states that firms shklotake into consideration external and
internal strategic factors and how they affectrtiheisiness if they aspire to develop and
expand a competitive global market in a cost eiffeananner this seem to agree with the
findings as presented by Acholonu (2013) who ingdathat commercial banks who

management was committed in internalization procgese successful. The findings

revealed that internationalization of commerciahksawas affected by various strategic
factors both internally and externally which hadhboegative and positive effect on the

firm depending.

4.5.2 Comparison with other Studies

From the study findings it was evident that intéraad external strategic factors
contributed to internationalization of commercianks in Kenya. This finding concurs
with a study conducted by Knill and Lehmkuhl (2002ho found that political and
economic factors that could determine the strasethese firms could put in place in

order to fit well into new markets.

In reference tdMathuva (2009), the study found that even thoughlthinking sector has
worked well in improving its customer base in tloeiatry, there is still need to do more
to improve on profits. The banks have to do moréaf into the virgin market where

most of the population in the countries neighborkgnya does not have access to
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banking services. Expanding into international retiik one of the ways that the banks

have tried to tap into the market.

Firms should take into consideration external anidrnal strategic factors and how they
affect their business if they aspire to develop exjghnd a competitive global market in a
cost effective manner this seem to agree with thdirfgs as presented by Acholonu
(2013) who indicated that commercial banks that agement was committed in

internalization process were successful. The figslirevealed that internationalization of
commercial banks was affected by various stratigitors both internally and externally

which had both negative and positive effect onfitme depending.
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CHAPTER FIVE: SUMMARY, CONCLUSION AND

RECOMMENDATIONS

5.1 Introduction

The study comprised one main objective to deterrthiedevel of internationalization of
commercial banks in Kenyahis chapter presents the summary of findings, lo@ans
drawn from the findings, policy recommendations aedommendations for further

studies. The chapter also highlights the limitagiofthe study.

5.2 Summary of Findings

From the findings, managers were of the middle (8§e43 years). This meant that they
were educated and were familiar with the concephirnationalization of commercial

banks in Kenya, and too, they understood the diedhe study was driving to. It was

found out that most of the respondents either tlyex indirectly reported to executive

directors in their distinct workplaces. Such dioest according to over 60% of the
respondents, were almost exclusively involved ikimgof major business decisions this
means that major decisions such as internation@izan this context, were left to the

respective directors.

Most of the employees at commercial banks weradoto work only during daytime
and this means that major banking transactions \weriéed to daytime. The findings
further indicated that most banks in operate irg@omally at business unit level. In other
words, there are no very many merging activitiegerimationally. Similarly, the
commercial banks are quite resilient in their piithn processes and have not well

engaged in opening up international branches.
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However, the findings indicate that different coergial banks in Kenya are committed
to the internationalization process. For examplejes banks have several branches in the
near neighboring countries. In the meantime, alghocommercial banks only operate
internationally at business unit level, some bahleve lately integrated e-banking
services. As a competitive strategy, several manages of local commercial banks have
expressed their interest in seeking internatioralket share. From the findings, several
managements of the leading commercial banks arth@mwerge of a mission to study

some of international business strategies emplgiauhlly.

Based on the study findings, it is clear that Kengammercial banks are minimally
represented internationally. But, as the variouspoadents indicate, different
managements are quite committed to the interndizaten process. The answers the
respondents gave depicted a remarkable commitnoemitérnationalization. Using an
ordinal rating from very low commitment to very higommitment, the commitment to

internationalization was as follows.

Only 6% of the respondents indicated very low cotnmant to internationalization. 9%
indicated low commitment while 16% indicated averagmmitment. 54% of the banks
were shown to have high commitment and only 14%catd very high commitment.
From this, it is safe to conclude that most commaérsanks in Kenya have a high

commitment to internationalization of their prensise

Although quite prospective and hypothetical, it nteythat commercial banks in Kenya
are fearful of lack of incentives while investingutside and perhaps think of

internationalization process as a big risk to thespective businesses. Alternatively, the
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principle of internationalization can help a gretgal explain, at least, why Kenyan

commercial banks express high commitment to inteynalization but move slowly.

The common principle in internationalization of amyterprise requires that the
enterprise in question has surety that there wilhbsolute benefits in internationalization
process. Along with this reasoning, it is possithlat local banks, though aggressive to
grasp international market, are hindered by soro®ifs. These factors, both internal and

external are summarized as below;

One of the key internal factors affecting interoaslization potential of local
commercial banks is the level of familiarizationthwivorking in a foreign country. The
research has shown that the manpower of the larahwrcial banks, like most other
local enterprises, is lowly exposed or experiendadterms of exploring and
understanding potential international markets. $&eond factor is the fiscal capacity of
the local commercial banks to invest outside theinty. According to various
respondents, most local commercial banks have eibexhausted local market because
they are financially incapacitated. Third is thea&msion policy of the commercial bank
in question. The expansion policy of a particulank determines the decisions on
various investments to make and thus serves asdaice depending on its specific

nature.

While many of the commercial banks in Kenya hav@ressed their desire and/or
intentions to explore the external market, theeessme external factors that affect their
next move in this context. These include unceryaintpolitical environment of foreign

countries, relevant legal procedures in foreignntoes as regards starting of new
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businesses, the socio-economic nature of the for@gntry, and the availability of labor

in foreign countries.

According to research findings, almost all the careial banks (85%) aspire to
internationalize their premises. However, varioaspondents have indicated that such
factors as financial incapacity and uncertainty t trebsolute benefitting from
internationalization will occur have led to thewlmove by local commercial banks, in

this context.

5.3 Conclusion

This study has shown that local commercial banksgaiite sluggish to internationalize
their ventures. There are several explanationstig finding: The management of
commercial banks in Kenya is largely autocratic #merefore major decision-making
processes are limited to a few leaders; managessiawly informed about how
businesses internationalize they lack adequatelsskihick of definite investment
incentives in the target foreign market and; padoaricial capacity to expand their

banking business.

Internationalization of commercial banks calls fieanagement commitment and working
together to internationalize commercial banks imy& The findings revealed that those
commercial banks whose management was committedténnationalization process

were successful. It was found that internationéiimaof commercial banks is affected by
various strategic factors both internally and exadly that commercial banks need to

address.
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5.4 Recommendations

The study recommends that managers of commerciddsbi@a Kenya should raise their
entrepreneurial skills to a global level. This dawolve things like performing market
analyses and studying foreign cultures and busisésgegies employed by similar
businesses in other countries. In doing so, tepa@ive management panel or specific
department should create atmosphere that facgitkeloration of international markets

with great reap benefits for the bank in question.

Trade agreements between trading blocs precipgaieith and development. Having
tripartite agreements between East African commuaind COMESA, the Kenyan

government and indeed the regional government difouinulate policies to precipitate
internalization of commercial banks. These policigaild leverage commercial banks to

take advantage of the vast trading area.

The commercial banks should be given incentivesthiy Kenyan government to
internalize. This enables the firms to gain a caditipe edge while expanding their

businesses hence improving their ventures bothlyoaad internationally.

In order to have a vibrant economy as envisionedhm vision 2030.The Kenyan
government needs to promote internationalizatiolocdél commercial firms while at the
same time attracting investors. There is the reeautsource relevant information on
business internationalization from experts in nmaltional enterprises. The findings of
this study can be used to come up with ways of avipg on how they deal with

internationalization strategy making processesat&gies that improve operations of

banks in new markets will be useful to the banlsagtor in the country.
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The study recommends putting in place strategiaswiil help increase market base of
banks thus increasing their productivity and patfility. Finally, the study recommends
that the government of Kenya should use the firgliogake advantage of the factors that

enhance quick foreign direct investment by ban@mfoutside the country.

5.5 Limitations of the Study

It was such an uphill task for the researcher tovoce the respondents to participate in
the study. Commercial banks are known to work uneey strict confidentiality in order
to secure any unauthorized access to informatioostMf the respondents agreed to
participate on condition that the information witht be divulged to any other party other

than for academic purposes only.

The findings of this study and application theraoé limited to commercial banks in
Kenya. They may not be applicable directly to otheganizations operating outside the
Kenyan banking industry. It is therefore importemnote that they can only be used for

comparative purposes and not any direct applicati@mother country.

5.6 Suggestions for Further Research

The growth of businesses beyond borders promptsebd to research commercial banks
in Kenya that have internationalized. This reseateln be replicated on the local

financial institutions in other industries that bawstitutionalized. This should provide

knowledge on the reasons for internationalizatiod she measures to overcome the
challenges encountered when internalizing in otdgropel the Kenyan firms to succeed

in the global economy.
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Further research can be done to establish theréatttat influence foreign companies to
venture into Kenya or East Africa region and thellemges they face. Findings from this
research will enlighten the Kenyan firms to improweir ways of doing things by

ensuring that attain a competitive edge locallyhvaitospects of doing well globally.

It would be interesting to carry out further resdain commercial banks outside Kenya
that are similar in terms of size and areas ofruatetion. Findings can then be compared

to assess if there areas of commonalities or urfagters.

38



REFERENCES

Ahokangas, P. (1998nternationalisation and Resources: an Analysi®aicesses in

Nordic SMEsUniversity of Vaasa.

Allen, F., Carletti, E., Cull, R., Qian, J., Senbet & Valenzuela, P. (20)2Improving

Access to Banking: Evidence from Kemaailable at SSRN 2109492

Benito, G. R., Pedersen, T., & Petersen, B. (199@eign Operation Methods and
Switching Costs: Conceptual issues and PossilketsfScandinavian Journal of

Management 15(2), 213-229.

Boojihawon, Kelechi K. Acholonu, (2013).Internatadization Process of African banks:
an Exploratory StudyAfrican Journal of Economic and Management Stydies

Vol. 4, pp.244 — 266

Buckley, P. J., & Ghauri, P. N. (Eds.). (1999}ernationalization of the Firm: a Reader
CengageBrain.
Buckley, P. and Casson, M. (1978)e Future of the Multinational EnterprisBalgrave

Macmillan, London.

Calof, J. L., & Beamish, P. W. (1995). Adaptingroreign Markets: Explaining

Internationalization. International business review(2), 115-131.

39



Cavulgil, S.T (1980).0n the internalization process of firm&uropean Research,vol 8

pp273-281

Cyert, R. M., & March, J. (19637 behavioral theory of the firnuniversity of lllinois at
Urbana-Champaign's Academy for Entrepreneurial Llexatip Historical

Research Reference in Entrepreneurship.

Dunning, J.H. (1980).Toward an eclectic theory ofeinational production: some

empirical testsJournal of International Business Studi®®l. 11 No. 1, pp. 9-31.

Dunning, J. H., & Lundan, S. M. (2009). The Intdromalization of Corporate R&D: A
Review of the Evidence and Some Policy Implicatitor Home Countriesl.

Review of Policy Researc?6(1-2), 13-33.

Filatotchev, I., Strange, R., Piesse, J., & Lien,CY (2007). FDI by firms from newly

industrialised economies in emerging marketspa@te governance, entry mode

and locationJournal of International Business Studidg(4), 556-572.

Fletcher, R. (2001).A holistic approach to inteimadlization, International Business

Review Vol. 10, pp. 25-49.

Gakumo, D. N. (2006 pplication of porter's generic strategies by conuia banks in
Kenya(Doctoral dissertation).

40



Gay LR, Airasian P (200@ualitative research: data analysidn: Davis KM (ed)
Educational research, competencies for analysisapptication, 6th edn. Prentice
Hall, New Jersey, p 237

Glaum, M., & Oesterle, M. J. (2007) research onenmationalization and firm

performanceManagement International Revigd/(3), 307-317.

Grove, S. K. (1997)The practice of nursing research: conduct, critigkeutilization.
Saunders.
Havnes, P. (1994).Internationalization of small ameédium sized enterprises: an

analytical modelln RENT VIl Conferencévol. 24, p. 25).

Hayashi, T., & Serapio, M. G. (2006). Cross-Borldekages in Research and
Development: Evidence from 22 US, Asian and EeanpMNCs1Asian

Business & Managemerii(2), 271-298.

Hodgetts, R., Luthans, F. (2000nternational Management: Culture, Strategy and

Behaviour McGraw-Hill, London

Johanson, J. and Mattsson, L.-G. (1998)ernationalization in industrial systems — a
network approach, strategies in global competitionBuckley, P.J. and Ghauri,
P.N. (Eds), The Internationalization of the Firm: Reader, Academic Press,

London, pp. 303-22.

41



Johanson, J. and Vahlne, J.-E. (1990), The medhara$ internationalization,

International Marketing Review/ol. 7 No. 4, pp. 11-24.

Johanson, J., & Vahlne, J. E. (2003). Businessioalship learning and commitment in
the internationalization proces®urnal of international entrepreneurshiy1),
83-101.

Luostarinen, R. (1979)nternationalization of the firm: an empirical styof the

internationalization of firm (Vol. 30Helsinki: Helsinki School of Economics.

Madhok, A., & Keyhani, M. (2012). Acquisitions asteepreneurship: asymmetries,

Global Strategy JournaPk(1), 26-40.

Mathuva, D. M. (2009). Capital adequacy, cost inegatio and the performance of
commercial banks: The Kenyan Scenafioe International Journal of Applied

Economics and Finan¢8(2), 35-47.

Meso, B. W., & Kaino, D. K. (2008). Financial lilzization and bank efficiency: The

case of commercial banks in Kenydne IUP Journal of Applied Economjc&3),

7-22.

42



Narula, R., & Nguyen, Q. T. (2011Emerging country MNEs and the role of
homecountries: separating fact from irrational egfaions. UNU-MERIT,
Maastricht

Economic and Social Research and Training Centlaemovation and Technology.

Ohaga, O. (2004A study of the strategic responses of commerciak®@ kenya to

changes in their environme(iDoctoral dissertation).

Reid S.D. (1981). The decision maker & export enéryd expansionJournal of

international Business Studiégol 12, pp.101-12

Waweru, N., & Kalani, V. (2009). Commercial bankicigses in Kenya: Causes and
remediesAfrican Journal of Accounting, Economics, Finanoel 8anking Research
4(4).

Welch, L. S., & Luostarinen, R. (1993). Internattination: evolution of a concepthe
Internationalization of the Firm: A Readef55-171.
Zaheer, S. (1995). Overcoming the liability of figrenessAcademy of Management

journal, 38(2), 341-363.

43



APPENDICES
APPENDIX I: GENERAL QUESTIONNAIRE

Introduction:

This questionnaire is designed to generate infaomain about strategic factors affecting
internationalization of banks in Kenya in orderpiat in place strategies that will help
increase the success of internationalization ofyidarcommercial banks. All information

volunteered will strictly remain confidential. Resulent identity will not be divulged.
SECTION A

Respondent Profile:

For Questions 1, 2, 3,4 & 5, kindly indicate yoesponse in the “Brackets”

1. Gender: i) Male [] i) Female ]
2. Age:
i) 18-20 years [] ii) 21-30 years [] iii) 31-40 years [] iv) 41-50 years |

v) 50+ years []

3.Education Level:

i) None [] i) Primary[] iii) Secondary [| iv) Tertiary[] V) University [ ]

4. To which level in the organization do you repof t

i) Division Manager [] i) Executive Director [] iii) Board [ ] iv) Others (Specify)..........,

5. Time of Your Shift: i) Day shift [] i) Afternoon shift [] iif) Night shift [ ]
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SECTION B

i) General understanding of Internationalization Process

6. a) Has your organization internationalized its lisiness?

Yeq | No[ ]

6. b) In which region has your organization internaionalized its business?
i) East Africa Region || i) COMESA Region || iii) Africa Union Region []

iv) Global Region []

6. ¢) In how many countries does your organizatiorun its business?

Kindly indicate here:.............cooiiiiiii e,

6. d) Which unit or function of the organization is ditlg involved with international

process?
i) Employee level ] i) Team leader level | iii) Director/Business unit level |

iv) Board level i.e. CEO, Executive Director] [

6. ) What is the commitment of the management to intevnal processes?

i)Very low [ ] i) Low [ ] iii) Average [] iv) High [] v) Very High []

6. f) Kindly explain how management is committed to in&tional process

45



For Qs. 7, 8 and 9 please indicate the importasggguscale; 1 = Not important 2 = Le

important 3 = Average importance 4 = Very importast Highly important

SS

7. How important are the following external stratefgictors in international process?

1 2 3 4 5

1) Political Environment in foreign countries

i) The legal processes of setting up a business in

foreign country

lii) The sociological setup of the country to invego

Iv) The gross domestic product of the new country

V) The labor supply in the country to invest into

8. How important are the following internal straeéactors in international process?

1 2 3 4 5

I) Familiarity in doing business in the new country

i) Availability of Human Capital

i) Availability of financial capital

iv)Expansion policy of the bank

Thank you for your time
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APPENDIX II: LIST OF COMMERCIAL BANKS IN KENYA

Bank of Africa

Bank of Baroda

Bank of India

Barclays Bank

CFC Stanbic Bank

Chase Bank (Kenya)
Citibank

Commercial Bank of Africa
Consolidated Bank of Kenya
10 Cooperative Bank of Kenya
11. Credit Bank
12.Development Bank of Kenya
13.Diamond Trust Bank
14.Dubai Bank Kenya
15.EcoBank

16. Equatorial Commercial Bank
17.Equity Bank

18. Family Bank

19. Fidelity Commercial Bank Limited
20.Fina Bank

21.First Community Bank
22.Giro Commercial Bank
23.Guardian Bank

24.Gulf African Bank

25.Habib Bank

26.Habib Bank AG Zurich
27.1&M Bank

28.Imperial Bank Kenya
29.Jamii Bora Bank

30.Kenya Commercial Bank
31.K-Rep Bank

32.Middle East Bank Kenya
33.National Bank of Kenya
34.NIC Bank

35. Oriental Commercial Bank
36.Paramount Universal Bank
37.Prime Bank (Kenya)

38. Standard Chartered Kenya
39. Trans National Bank Kenya
40.United Bank for Afric&’
41.Victoria Commercial Bank
42.ABC Bank

43.United Bank of Africa
Sourcehttp://en.wikipedia.org/wiki/List_of banks in_Keny2013).
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