EMPLOYEE EMPOWERMENT PRACTICES AND PERFORMANCE OF

COMMERCIAL BANKS IN KENYA

PAULINE WANGUI KIRUBI

A RESEARCH PROJECT SUBMITTED IN PARTIAL FULFILLMENT  OF
THE REQUIREMENT FOR THE AWARD OF THE DEGREE OF MAST ER
OF BUSINESS ADMINISTRATION (MBA), SCHOOL OF BUSINES S,

UNIVERSITY OF NAIROBI.

2014



DECLARATION

STUDENT’'S DECLARATION

| declare that this project is my original work ahds never been submitted for a

degree in any other university or college for exaation/academic purposes.

Signature:

PAULINE WANGUI KIRUBI

D61/60342/2013

SUPERVISOR’S DECLARATION

This research project has been submitted for exatioim with my approval as the

University Supervisor.

SIgnature.......ccooviie e Date....coooovii
PROF. PETER K'OBONYO

Department of Business Administration, School of Bsiness

University of Nairobi



DEDICATION
| dedicate this work to my dearly loved parents, BIMrs. D. K. Wahome, my twin

sister, Hellen Kirubi and all those who supporteslimthe completion of this project.



ACKNOWLEDGEMENT

| take this opportunity to thank the Almighty Godrfseeing me through the

completion of this project.

The work of carrying out this study needed adeqpadparation and therefore called
for collective responsibility of many personaliti®ghile it is not possible to name all
of them, recognition has been given to a few. Igaeatly indebted to my supervisor
Prof. K'Obonyo for his professional guidance, adviand unlimited patience in
reading through my drafts and suggesting workaliterratives, my profound

appreciation to him.

A special feeling of gratitude to my parents, Mr.Mrs. D. K. Wahome, for their
words of encouragement and daily prayers. They waregreat source of
encouragement for me to go back to school and takkemy Masters. My sister,
Hellen Kirubi has always been at my side and alwexysouraged me when the going
got tough. | also acknowledge my wonderful famitylarge and friends for your

continuous encouragement and support.

Thank you all. May the Almighty God bless you abamitly.



LIST OF ABBREVIATIONS

AML Anti-money Laundering

BSD Bank Supervision Department
CBK Central Bank of Kenya

EAC East African Community

HR Human resources

KBA Kenya Bankers Association
MFBs Microfinance Banks

MFC Mortgage Finance Company
MFI Micro-financial Institutions

SACCO Savings and Credit Cooperative Organizations



TABLE OF CONTENTS

DECLARATION ...ttt ettt e ettt e e ettt e e e e e ens e e e e e annee e s ennneeea e i
DEDICATION ...ttt ettt ettt e e e e e st e e en e e e e nnbreeeeans ii
ACKNOWLEDGEMENT ...ttt eemnee e iv
LIST OF ABBREVIATIONS .....ooiiiiiiii ettt eeeeee e %
LIST OF TABLES ... ...ttt ettt e et e e e e e sme e e e annn e e e e e e viii
LIST OF FIGURES ..ottt eee ettt e e e e ee e eeeeaeeas iX
ABSTRACT .ttt mm et e e e ettt e e e e et te e e e e e e b b e e e e e aannene e e annere e e e e e nanneaas X
CHAPTER ONE: INTRODUCTION .....cutiiiiiiiiiiiieee et 1.
1.1 Background of the StUAY .........ccooo i 1
1.1.1. Employee EMPOWEIMENT......ccooiiiieiiie e 2
1.1.2. EMPOWEIMENTt PraCliCES. .....uuuiiiiiiieeeeaaie e e e e et e e emenneas 3
1.1.3. Organizational Performance ..o e 4
1.1.4. Commercial Banks iN KENYA ...........ommmmmmeeenmmmniniiiinininineeeeeeeaeaeeeeeeeens 5
1.2. Research Problem..... ... 7
1.3. RESEAICN ODJECHIVE ... ...ttt e e e e as 9
1.4.Value Of the STUAY ......cooiiiii e 9
CHAPTER TWO:LITERATURE REVIEW  ...ooiiiii e 11
2.1, INFOTUCTION ..ttt e e e e et r e e s e an e s 11
2.2. Empowerment TREOMES ...ttt e 11
2.3. EMpowerment PraCtiCeS .........ooiuiiiieeeeei ettt e e e 13
2.4. Organizational PerformancCe............cocouiiiiiiiiiiieieeee e 14
2.5. Empowerment practices and Organizational Fedace ..............cccccceveeeeiiennnnnns 16
CHAPTER THREE: RESEARCH METHODOLOGY ....cccoeiiiiis i 19
G0 [ o1 (o To [FTod 1 o] o TP PP PR PPPPRPPP 19
3.2 ReSearCh DEeSIgN ......ccooi e ——————————— 19
3.2 Population Of the StUAY ........coeoiiiii e 19
3.3 DaAta COlECHON. ....cuiiieiiiiiiiee e ettt et e e e rnm e e e e s e e e e e 19
3.4 DALA ANGIYSIS ..ottt ee et e e e e e 20

Vi



CHAPTER FOUR: DATA ANALYSIS, RESULTS AND DISCUSSION ................. 21

v R [ g1 (o To (U Tod 1 o] o OO P TP PP PPPPPPPR 21
4.2 RESPONSE RALE ....coevvviiiiiiiiiiitit s et see s e n e e e e e e 21
4.3 DEMOQGIaphiC DALA. .......uueeeiiiieeie e smmmr e e e e es ettt e e e e e e e s smnmneeeaeaeeee s 22
4.3.1 Year Of INCOrPOratioN................ o eeeeeeeererinisisiinesaseseeeeeeeeeeneeaeeeens 22
4.3.2 Size Of the BANK .......uiiiiiiiiiiie e 22
4.3.3 Size Of the WOrKFOICE ........uueiiiiiiceeeeeiieie e 23
4.3.4 Scope Of the BankK ..........coooiiiiiimmmee e 23
4.3.5 Ownership Structure of the Bank........cccc...ccciiiiiiiie 24
4.3.6 Policies on Employee EMPOWEIMENL .....ceeeeeeeeeiieiiieee e 25
4.4 Employee EmMpowerment PracCtiCes. ... .. ooormeuiiiiiiiieieieee e 25
4.5 Non-Financial Measures of Organizational Pemfance...............ccccceeeeeeineeninnnns 29
4.6 COrrelation ANAIYSIS.........uuu e s s sseses e s e e e e e eeeeeeeeeeeeeeeeeeesseeeseannnneeeeeeesnnnnnes 32
4.7 DiscusSIONS Of the FINGINGS ......cooii e eeeeee et 33
CHAPTER FIVE: SUMMARY, CONCLUSION AND RECOMMENDATIO NS...37
5.1 INErOTUCTION ...ttt e e e e e e e rmmmr e e e e e e e e e e aanes 37
5.2 SUMMArY Of FINAINGS ......uueiiiiiiiiiie e e e 37
5.3 CONCIUSION ...ttt ettt e e e e e e rmmmn e e e e e e e e e e 38
5.4 RECOMMENUALIONS ...ttt e e e 39

5.5 Recommendations for Further RE€S€aArCh .. veeeeeeeeeeeeeeieeeieiiiinnn 39

REFERENGCES . ...ttt ekttt e et e e e e be e e e s e e e e e nannes 41
APPENDICES ... .ottt 46
Appendix I: Research QUESHIONNAIIE. .........couiiiiiiiiiieiiiie e e e e 46
Appendix II: A list of Commercial Banks in KENYa..........ccccuveeiiiiiiieiiiiniiin 50

Vii



LIST OF TABLES

Table 4.1: Size of the Bank..............o e 22
Table 4.2: Establishment of the Bank.......cccc i 23
Table 4.3: Scope of the DanK...........uuvucieeceiiii e 24
Table 4.4: Ownership Structure of the BankS...........cooooeeeeieees 24
Table 4.5: Employee Empowerment PractiCes ......ccceeeeeeieeeeeeeeeeeiiiiieeeeeeieienens 25.
Table 4.6: Non-Financial Measures of Organizatidteformance ..............ccccco...... 30
Table 4.7: Correlation ANAIYSIS ...........co e e 33

viii



LIST OF FIGURES

Figure 2.1: The Empowered Mindset by Thomas & \aige (1990) ...........ccceeee... 12

Figure 4.1: Response Rate



ABSTRACT

Employee empowerment is a philosophy associatedh wéial benefits for an
organization. The banking sector is Human Capittdrisive since it relies heavily on
its employees to offer services to its clients. Eapwpe empowerment is a crucial
Human Resource Management practice since it leadsthé organization’s
competitiveness, success, uniqueness and most temggrits growth. One of the
ways to achieve this is by empowering employees. dlfjective of the study was to
establish the relationship between employee empuoesmtr practices and performance
of commercial banks in Kenya. The research adoptefscriptive cross-sectional
survey. The research targeted all the 43 CommeBaaks licensed to operate in
Kenya. Primary data was used and was collectedgusin semi-structured
guestionnaire. The questionnaire was administeneasligh the drop and pick later
procedure and the respondents were human resowanagers or anybody else in
charge of the HR function. Data was analyzed usiescriptive statistics namely,
frequencies, percentages, mean scores and stat@laations. The findings were that
there are empowerment policies in all commercialkian Kenya and these policies
enable the employees in their individual careenmpiag and developments. There was
a positive correlation between employee empowermesnttices and organizational
performance. The study concluded that the emplopéese commercial banks are
made aware of their responsibilities, trained, ampowered with management roles
such as participation in policy making and the diceea to make decisions within their
jurisdiction. It also concluded that the banks emage high productivity and
innovativeness from the employees. The study recemas that empowerment
practices be embraced whereby management can lgdtivelve the employees in
roles that will develop their skills and also adeptployee performance evaluation
strategies. The study also recommends that ban&sldstoccasionally conduct
customer satisfaction surveys so as to establigshlyest they can serve their clients
and also conduct employee satisfaction surveyssdo astablish ways in which the
banks can provide the best working conditions Fairt employees to improve their
productivity and that of the bank.



CHAPTER ONE

INTRODUCTION

1.1 Background of the Study

Human Resource Management consists of variousipeadhat lead to the success of
an organization. One such practice is known as @yapl empowerment practice
which is defined as handing the power of decisind action to the employees and
giving them more authority and responsibility th&we their job and thus customer
satisfaction (Jarrar & Zairi, 2002). Competitiondrganizations has necessitated the
need to put in place several strategies to imprpueductivity. For example;
employee empowerment, employee satisfaction, ereplogareer development,
employee rewards and benefits among many otherfigBa service providing
industry, commercial banks need to put into preacémpowerment of its employees
as it leads to a high quality service, increasedfitability, low turnover, highly
motivated and productive employees along with mather benefits. Ultimately, it
leads to the achievement of organization’s goats @njectives (Timothy & Saidu,

2013).

Organizations in the service industry such as bamk®unter a three-way interface
between the firm, the contact personnel, and thstoower. With adequate
empowerment, employees present a better imagesajrtfanization to the customers
through their contact personnel. The contact pewsioare most likely to determine
whether a customer turns to other banks for a tbattd enjoyable service, which he
or she cannot be offered in their current bankiteatb competition (Ahmed & Rafiq,
2003). Product differentiation is impossible in ampetitive environment like the
banking industry. Banks everywhere are delivertimg $ame products. For example;

there is only minimal variation in interest ratdsarmged or the range of products

1



available to customers. Bank prices are fixed amved by the market place. Thus
bank management tends to differentiate their fifraen competitors through service

quality (Deepika & Saxena, 2013).

For employees to provide a high quality serviceytheed to be empowered such that
they can take part in establishing a goal for k,tdssigning a job or even the speed at
which the work should take place, employees cae it in making choices among
alternative courses of action presented to therh asovorking hours or placement of
equipment, employees can take part in solving probl which involve defining the
issues and setting the alternative courses ofraeinal also employees can participate
in making organizational changes such as settingpemy policies that might involve
hiring, layoffs, profit sharing or investments (Ndym, Simonetti, Nielsen, &

Welling,1994).

1.1.1. Employee Empowerment

Employee empowerment is a crucial Human Resourcealjlament practice since it
leads to the organization’s competitiveness, s aggqueness and most importantly
its growth. It is based on the idea that giving Eyes skills, resources, authority,
opportunity, motivation as well as holding them p@ssible and accountable for
outcomes of their actions, will contribute to theampetence and satisfaction. It is
also the process of shifting authority and respulisi to employees at lower levels
in the organization’s hierarchy. It is a transférpower from the managers to their
subordinates (Ghosh, 2013). There are variousitlefis of empowerment by several
scholars. For example; Empowerment has been deifiniedms of job structure as the
transfer of power or authority (e.g. Burke, 198@niker 1977) or sharing of resources

and information (e.g. Blau & Alba, 1982; Hardy &iba-O’Sullivan, 1998). Further,



empowerment can also be described as employeecipatibn in promotion,
evaluation, job content, technological change, wsidndards, financial policies, cost
control, organizational structure, workforce sigafety programs, work methods and

pricing (Nykodym, et.al, 1994).

Empowerment is the belief that an employee hasltiéy to make decisions and to
take action. For both individuals and teams, empowat drives both employee
behaviors and attitudes. Empowered employees are satisfied and committed at
work and are less likely to experience stress amdthink about leaving the
organization. Empowered employees are a result ath things about the
workplace/job and things about the employee. Tkenthe job more empowered, the
banks need to provide positive leadership (e.gsttrauthenticity, support), high
performance managerial practices (e.g. trainingjards, recognition, participatory
decision making), socigdolitical support (e.g. access to resources, in&bion
sharing, fairness), and work characteristics (eg#ng work with a variety of

different tasks) (Seibert, Wang, Courtright & Steph2011).

1.1.2. Empowerment Practices

Empowerment is a management practice of shariragrivdtion, rewards and power
with employees so that they can take initiative arake decisions to solve problems
and improve service and performance. It is basetherndea that giving employees
skills, resources, authority, opportunity, motieati as well as holding them

responsible and accountable for outcomes of thatiores, will contribute to their

competence and satisfaction (businessdictionary).cBmployees can be empowered
through the following practices; they should papate in decision making, they

should have responsibility and authority to brdak tules to enable excellent service



and total customer satisfaction which does not méaing anything unethical or
illegal. Employees should be allowed to decoragér tbwn workplace, they should set
and monitor their product goals, and they shouldd¥ewhen to start and finish work
and should also be free to dress as they pleadengsas it is formal. These
empowerment practices, among many more will allompleyees to bring out their

full potential (Jarrar & Zairi, 2002).

Other empowerment practices include; skill/knowketigsed pay whereby employees
and/or teams share in the gains of the organizatimhare compensated for increases
in their own skills and knowledge. Open flow ofaniation which includes flow of
information upwards and downwards in the organiatso that employees have
‘light of sight” about how their behavior affecisnh performance. Flat organizational
structures whereby empowering organizations terimetdecentralized where the span
of control is wide, that is, more subordinates pemager. There is also training
whereby effective efforts enable employees to bkildwledge, skills and abilities,
not only to do their own jobs better but also tarteabout skills and the economics of

the larger organization (Spreitzer, 2007).

1.1.3. Organizational Performance

The International Labor Organization (2005) defineganization performance as the
achievement of high levels of performance, profitlgband customer satisfaction by
enhancing skills and engaging the enthusiasm ofl@aes. The authors Lebans &
Euske (2006: p.71) provide a set of definitions ilostrate the concept of
organizational performance: Performance is a sefi@ncial and nonfinancial
indicators which offer information on the degreeaahievement of objectives and

results (Lebans & Euske 2006 after Kaplan & Nortd®92). Performance is



dynamic, requiring judgment and interpretationainorganization, it may take many
forms depending on whom and what the measurememheiant for. Different

stakeholders require different performance indisato enable them make informed
decisions (Manyuru, 2005). Measures of performajaeerally include such bottom-
line financial indicators as sales, profits, casiwf return on equity and growth (Dess
& Robinson, 1984). Thomas et al., (2007) note tiwshg financial measures alone
overlooks the fact that what enables a companyeaehor deliver better financial
results from its operations is the achievementtratasgic objectives that improve its

competitiveness and market strength.

Kaplan & Norton (1992) developed a system in whickasurements are meant to
drive performance where they cited productivity, pbmgees’ motivation and cost
efficiency as the rightful measure of performaridavenport & Harris, (2007) on the
other hand, suggest that organizations will deteenthe level of performance by the
overall organizational performance. They argue thatfrontier for using data is not
just in measurement but also in identifying the nprsfitable customers, determining
the right price, accelerating product innovatiomtimizing supply chains, and

identifying the true drivers of financial performam

1.1.4. Commercial Banks in Kenya

The banking industry is a very important sectoamy country as it promotes national
growth of the economy and also provides severai@es to its customers across the
globe. Investopedia defines Commercial Bank asanfiial institution that provides
services, such as accepting deposits, giving bssit@ans and auto loans, mortgage
lending and basic investment products like saviagsounts and certificates of

deposit.



The Bank Supervision Department (BSD) mandateipsilsted in section 4(2) of the
Central Bank of Kenya Act, which is to foster lidity, solvency and proper
functioning of a stable market-based financial systAmong its many functions is to
develop appropriate laws, regulations and guidslioeachieve its objectives through
continuous review of the Banking Act, Microfinanet, Central Bank of Kenya Act
and related prudential guidelines and regulatigks.at 3f' December 2013, the
banking sector comprised of the Central Bank of y&éeras the regulatory authority,
44 banking institutions (43 commercial banks andndrtgage finance company-
MFC), 7 representative offices of foreign banksMirofinance Banks (MFBs), 2
credit reference bureaus (CRBs) and 101 forex lwsré@anking Supervision Annual

Report-BSAR, 2013).

The banks have come together under the Kenya Bam&sociation (KBA), which

serves as a lobby for the banking sector’s interéghe KBA serves as a forum to
address issues affecting members. The bankingrsadt@nya has continued to grow
in assets, deposits, profitability and product iffg. The growth has been mainly
underpinned by; an industry wide branch networkassiion strategy both in Kenya
and in the East African Community (EAC) region andomation of a large number
of services and a move towards emphasis on the learospstomer needs rather than

traditional ‘off-the-shelf’ banking products (Mukain2013).

In collaboration with various organizations, then€al Bank of Kenya undertakes a
number of capacity building initiatives which igam of empowering its employees.
The initiatives include; Knowledge Exchange VisitBank of Uganda on Regulation
of Money Remittance Business, Regional Microfinaficaining in Kigali, Rwanda

and also a course on AML & Terrorism Financing ima8Nington DC amongst many

others undertaken in the year 2013 (BSD, 2013).
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1.2. Research Problem

Employee empowerment is a philosophy associatedh wéial benefits for an
organization. Its underlying principle of giving phayees the freedom, flexibility,
and power to make decisions and solve problemsetean employee feeling
energized, capable, and determined to make theniaegeon successful. As a result,
quality of work increases, employee satisfactiooreases, collaboration increases,
employee productivity rises, and organizationaksaecrease. All of these benefits
enable an organization to achieve a competitiveaathge and to improve its
performance (Saylor, 2014). Sense of empowermest éhaignificant effect on
employees’ performance and organizational perfoomasuch as quicker and more
direct response to customer needs, employees ae satisfied with their jobs and
are able to meet departmental and company goalgheydalso become a valuable
source of new ideas. In addition, empowered indiaid quickly solve problems, are
self-directed, committed and highly productive. ¥leasily accept responsibility, and
have a positive attitude about themselves, othedstleir environment (Asgarsani,

et.al, 2013).

The banking sector is Human Capital Intensive sinoglies heavily on its employees
to offer services to its clients (Khalumba, 20IR). be effective, Commercial Banks
must have a high degree of credibility. This regsiiconsiderable skills, expertise,
experience and judgment on the part of its stadhkng has been and will always be
a people business. Though pricing is importantetmeay be other valid reasons why
people select and stay with a particular bank sagshthe product offered or the
service offered. Product differentiation is almastpossible in a competitive

environment like the banking industry. Banks evdrgve are delivering the same



products. They therefore must try to distinguiskntiselves by creating their own
niche or image so that they can achieve a high Eveompetitiveness (Chakrabarty,
2012). One of the ways to achieve this is by empmgeemployees. A bank that
empowers its employees attracts more customers ey are offered a high quality

service hence leading to high performance of thnkba

Prior studies on the concept of employee empowetrrpeactices that have been
carried out include: Nzuve & Bakari (2012) who saatithe Relationship between
empowerment and performance in the City CounciNairobi. The study found that
there was a very strong positive correlation betwemployee empowerment and
performance. The study concluded that employee ampoent has a great positive
influence on the performance of the City CounciNafirobi. Karia (2011) focused on
Employees perception of the factors that influeaogowerment in the Ministry of
State for Public Service. She found that there weed established frameworks
within which employee empowerment was built. Basea the findings, the
management of the Ministry of State for Public $®vmade a commitment to
support employee empowerment and has put in plaeasunes that facilitate
employee empowerment process. Chigozirim & Mazdg2008) studied the impact
of Employee Empowerment on service quality and amst satisfaction at
Lansforsékringar Bank. From the analysis, the astifound that empowerment
motivates the employees to greater service, andtagea greater sense of
accomplishment or satisfaction with their jobs. Thathors also observed a
relationship between employee empowerment, sendcality and customer
satisfaction. Nyanchama (2009) researched on Erapl&mpowerment practices in

Commercial Banks in Kenya. She found that majarityhe banks in Kenya that she



studied had policies in place on employee empowetpeactices which are applied

to a moderate extent.

The study on the relationship between empowermedt@erformance in the City
Council of Nairobi was a case study that focuseda organization only while this
study will focus on many organizations, that i$,thé commercial banks in Kenya.
The other three studies did not link employee engyovent practices to
organizational performance but to other factoras ®tudy sought to link employee
empowerment practices to organizational performafic@nk performance).The
research question was: what is the relationshipvdéet employee empowerment

practices and performance of commercial banks myg@

1.3. Research Objective
The objective of the study was to establish thati@hship between employee

empowerment practices and performance of commeyaiats in Kenya.

1.4. Value of the Study

The study would provide information that would eleathe commercial banks in
Kenya to establish the extent to which the empowaitnpolicies have been applied
and determine whether the practice of empoweringl@yaes influences the banks
performance thus help in coming up with appropriaterventions. The study would
also enable employees understand their role ietiy@owerment programme and how

they stand to gain from its success.

Informative knowledge would be provided to the eatrand future Human Resource
Managers in the banking industry and in other itidiess about the most pertinent

empowerment practices to put in place considefieg benefits to the organization’s



performance. The HR practitioners would gain anewsiinding of how significant
employee empowerment is to organizations and to etmployees and therefore
recommend strategies to implement the same asreesolicompetitive advantage for
the banks. The management of commercial banks ny&eould be enlightened on
the importance of employee empowerment. The recardat®ns that were given

would help the managers to increase their investimezmpowering employees.

The link between employee empowerment practicethadanks’ performance may
not necessarily be confined to banking sector tgs results may be a pointer
towards what may happen in other sectors of thexaog. Other researchers and
students of human resource management would fiisdstidy a valuable guide in
carrying out more research in this area and woufib grovide guidance on

discussions about the importance of employee empoerd in organizations.
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CHAPTER TWO

LITERATURE REVIEW

2.1. Introduction
This section will focus on empowerment theories, pewerment practices,

organizational performance, empowerment and orgéinizal performance.

2.2. Empowerment Theories

One theory that illustrates empowerment in orgdiura is Kanter’s structural theory
of organizational empowerment. Kanter (1977) assetfiat the structure of the work
environment is an important correlate of employddtude and behaviors in
organizations and that perceived access to powkiopportunity structures relate to
the behaviors and attitudes of employees in orgdioizs. He suggested that
individuals display different behaviors depending whether certain structural
supports (power and opportunity) were in place. atso stated that there are two
systemic sources of power, that is, formal andrmfd power. Formal power is that
which accompanies high visibility jobs and requieeprimary focus on independent
decision making while informal power comes from ltmg relationships and
alliances with peers and colleagues. According &mtKr, there are six conditions
required for empowerment to take place. They ingjudpportunity for
advancement/growth, access to information, acaessipport, access to resources,
formal power and informal power (structural powed€anter’s theory has proven to
have measurable impact on employee empowermenjoansatisfaction as well as

organizational morale and success.

Second theory is by Thomas & Velthouse (1990) whioceptualized empowerment
in the form of four cognitions. They include; a serof meaning, competence, self-

11



determination and impact. They stated that the émnensions are not predictors or
outcomes of empowerment but rather comprise itg @esence. Meaning or purpose
involves a fit between the needs of one’s work ratel one’s values, beliefs and
behaviors. Competence or self-efficacy is a behet one possesses the skills and
abilities necessary to perform a job or a task v&slf-determination is the belief that
one has autonomy or control over how one does thigeep own work. Impact is the
perception that one has influenced strategic, adinative, or operating outcomes at
work to make a difference. The four cognitions keg elements of the empowerment
process in the organization if employees have adwethem. They are also known as

the empowered mindset and are summarized in tiggadiabelow.

Chaicn R

wliivo i diiig
i varl a0 N _a FF _aa_ I

Is there the freednm too What value do staff attach

chose how to do the work? to the empowerment?

- T
7 T
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I Errllr_lgu_a_igrrngn+ 1
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Ay !
. A
\\.‘__ /
~— L

—
\‘ Do the staff have the skills

How much influence do the
to do the tasks

staff have on the ocutcomes? .
unsupervised?

Impact Competence

Figure 2.1: The Empowered Mindset by Thomas & Veltbuse (1990)

Source: Thomas, K., & Velthouse B., (1990). Cognie elements of
empowerment: An interpretive model of intrinsic tak motivation. Academy of
Management Review. 15:666-681.
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2.3. Empowerment Practices

According to Spreitzer & Doneson, (2005) contemporaanagement scholars and
practitioners have used three different lensegudysand understand empowerment.
They include; the social-structural perspective, plsychological perspective and the
critical perspective. In the social structural, emvprment emphasizes the importance
of changing organizational policies, practices atictures away from top down
control systems towards high involvement practiBewen et al., 1995). In the
psychological perspective, when employees feel eveped, they have more positive
attitudes in terms of work/job satisfaction (Sprert Kizilos, & Nason, 1997) and
organizational commitment (Liden et al., 2000)tHa critical perspective, critical and
postmodern empowerment theorists contend that wittiee formal power structures
of direct worker ownership and representation,dgpeémpowerment interventions are
in fact disempowering (Wendt, 2001) because realgpatill resides at the top of the
organization (Boje & Rosalie, 2001). These thesreague that feeling empowered is
not the same as being empowered (Jacques, 1996)sddial-structural perspective
focuses on the organization. The psychological gemtsve drills down to the
individual and their experience. And the criticargpective focuses on the political

nature of empowerment and the potential for doronat

The concept of employee participation has beercasfdor research and practice for
many years. It has taken many different forms, \@ugl through the employee
involvement and participative decision-making cquiseinto the contemporary
empowerment perspective. The notion of empowernmoives the workforce being
provided with a greater degree of flexibility ancdbma freedom to make decisions
relating to work. This contrasts clearly with triaminal management techniques that

have emphasized control, hierarchy and rigiditye@tey, Bryman, Dainty, Price,

13



Soetanto & King 2004). Jarrar & Zairi, (2002) prepd several practices that they
thought suitable for empowering employees. The tee included; involving
employees in decision making processes, giving eyegls the responsibility and
authority to break the rules to enable excellentise and total customer satisfaction,
allowing employees to decorate their own workplat®mwing employees to dress as
they please, enabling employees to set and mahigar production goals, and finally

allowing employees to decide when to start andgfinvork.

Empowerment of employees in an organization cawib@n four areas. First area is
in participation of goal setting. Employees canretg@lart in establishing a goal for a
task, designing a job or even the speed at whiehwtbrk should take place. Next,
employees can take part in making choices amorgrnaltive courses of action
presented to them such as working hours, placeofezquipment or simply choices
between set alternatives to complete a routine Esikd, employees can take part in
solving problems, which involves defining the issugnd setting the alternative
courses of action. Finally, participation may inx®Iimaking organizational changes,
such as setting company policies that might invdlireng, layoffs, profit sharing or

investments (Nykodym, et.al, 1994).

2.4. Organizational Performance

To perform is to carry through to completion. Afeemance period has three phases:
It begins with intention that is, the desire toiagk a result, it engages in action, the
means to achieve the desired result, it concludésam outcome which may or may
not be the desired result. This definition apptedoth individual and organizational

performance. An organization’s performance invol@sntifying outcomes that it
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wants to achieve, creating plans to achieve thoseomes, carrying out those plans,
and determining whether the outcomes were achie$edcess is achieving the

planned outcomes (Wise, 2009).

Firm performance is how well or badly a firm is fgeming both financially and non-
financially (Ramanujam & Venkatraman, 1987). KapaNorton (2008) concur with
these authors and argue that Balanced Scorecardsedyt considers financial
indications as one of the critical measures of Aremformance. They further argue
that one of the goals of strategic planning is &kenprofits besides realizing other
financial and non-financial benefits. Steiner (1P€8®ntends that formal Strategic
Planning links short, intermediate and long randeng Non-financial measures
composed of improving ability to evaluate altermasi, improving ability to avoid
mistakes and improvement in budget process. Aliitgvaluate alternatives involves
tradeoffs and compromises to evaluate the full eaoigworkable alternatives to see

what will best solve the problem in a given sitaati

High organizational performance is realized whentlz¢ parts of an organization
work together to achieve great results with resb#ég measured in terms of the
value the organization delivers to its customemn@s, 2012). These parts are:
Strategic objectives which provide the direction which everyone within the
organization should head. They provide focus arsiiee we are all working towards
the same end. Organizational structure, this reptesthe form in which the
organization will deliver its services. The sturet must support the strategy just as
the strategy must have regard to the structureinBss performance measures which
represent how each area of the organization widdsessed. There is no single set of
measures that may be applied across all organizatitn order to be relevant and of
use to the organization, the measures must bendieet in light of the organization’s
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goals and the strategies put in place to achiegsetlgoals. It is this measurement
process that will direct behavior more than anyeosystem that may be put in place.
Further, the information must be easily obtainabla timely manner. This requires
the management information systems to be develtpedllect the right data in an
efficient way. Allocation of resources and procesgelates to the decision making
approach that takes place within the organizatitins how the organization goes
about deciding where to apply its scarce resourmsding money, time and effort in

order to achieve its objectives (James, 2012).

2.5. Empowerment practices and Organizational Perfanance

Performance management is linked to employee enmposve in two ways; first,

through goal setting. The more an employee undwistais or her job, and how the
job contributes to the overall organization, thdtdrethey will be able to make

informed and expert decisions on their own. Emptogenpowerment requires this
clarity, or the decisions that get made will oftee the wrong ones. Second,
empowerment implies accountability, along with tffeeedom to make decisions. One
of the studies that provide direct support for takationship between empowerment
and firm performance is provided by Hitt, Bierm&himizu, & Koachhar’'s (2001).

This study found a positive relationship betweeméan capital (based on intellectual
capabilities, knowledge, and social capital) amihfiperformance in a sample of

professional organizations.

Another study that makes a possible link betweepawerment and performance
was done by Hechanova et al. (2006) on the relshipnbetween psychological

empowerment, job satisfaction and performance ankdifgno service workers. The
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study found that psychological empowerment had aitipe correlation with
performance. Wood (2007) also did a study whicmébthat employee empowerment
was the key to improving performance and promotimmovation among
manufacturing firms in Ireland. The study found ttlampowerment is the only
practice that has significant effects on perforneame all companies surveyed.
Empirical work on employee empowerment and Mulioval corporation
performance supports the assertion that organimtivat make use of empowerment
practice are likely to experience higher levelgpefformance than their counterparts
who do not (Earley, 1994; Henart & Larimo, 1998;bRd, et al. 2000: Randolph et
al. 2002). While this may be true, that the practaf empowerment increases
performance in organizations, most studies haveragh the influence of power
distance on this relationship, yet culture influesithe way activities are conducted in

every host country thereby determining the perforcedevel.

According to Vogt & Murrell (1997), employee empawent (empowerment of
individuals, groups, organizations and societies) noble, necessary and natural part
of human development for the success of multinatiocorporations’ operation
throughout the world. The researchers further teplathat employee empowerment is
a technique to enable, to allow or to permit, thlaich, can be perceived as both self-
initiated and initiated by others. That is, the qgss of empowerment enlarges the
power in a situation as opposed to merely re-thistimg it. Randolph (2000) referred
to employee empowerment as a means of transfeappopriate and sufficient
authority to employees and making resources availad enable them succeed in
their jobs, providing them with a conducive enviment and proper tools to enable

them contribute to the organizational performanca &igher level. The researcher
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reported that management must help employees achi@se goals by coaching,

teaching and enabling them to acquire the righitsskir effective performance.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

This chapter focuses on the research design adémtade study, the population of

the study, the data collection and the data arslysi

3.2 Research Design

The research adopted a descriptive cross-secsonaty. This design was considered
appropriate because data was to be collected friarga number of respondents at a
single point in time. It is also faster and cheafizallal, 1998). It is undertaken in
order to establish and describe the characterigifcyvariables in a population.
Descriptive studies provide answers to questionglom, what, when, where, or how
much. It involves collection of data from all membeof the population or a

representative sample (Cooper & Schindler, 2006).

3.2 Population of the study

The research targeted all the 43 Commercial Baidended to operate in Kenya

(Banking Supervision Annual Report-BSAR, 2013).

3.3 Data Collection

Data was collected from all the 43 commercial bam&sce the study was a census
survey. Primary data was used and was collectesigusi semi-structured
guestionnaire. The questionnaire was divided ihted sections. Section A had the
respondents and the bank's bio-data and section oBuséd on employee

empowerment practices and section C focused onntmefinancial measures of
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organizational performance. The questionnaire wasimistered through the drop and
pick later procedure and the respondents were hugsource managers or anybody

else in charge of the HR function.

3.4 Data Analysis

Data was analyzed using descriptive statistics hgrfrequencies, percentages, mean
scores and standard deviations. This is becauseddtee is both descriptive and
guantitative in nature. To establish employee enmgsovent practices, frequencies and
percentages were used to describe the most commealy practices from what the
respondents shall indicate. Mean scores and sthrataviations were used to depict
the relative potency of particular practices andatsmns among the banks on the
extent to which such practices have been adoptbd. résults were presented in
tabular form for ease of interpretation and reportiPearson’s correlation analysis
was used to establish the relationship between wempoent practices and

performance of the bank.
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CHAPTER FOUR

DATA ANALYSIS, RESULTS AND DISCUSSION

4.1 Introduction

This chapter presents data analysis of the datdinfyis and interpretations of the
same. It also presents findings and the discussionthe relationship between
employee empowerment practices and performancemmercial banks in Kenya.

The findings are represented in tables and figures.

4.2 Response Rate

A total of 43 questionnaires were administeredtti@f43 questionnaires distributed,
only 37 were filled and returned. This translaie@ tresponse rate of 86%. According
to Mugenda & Mugenda (2003), for a response ratectoepresentative, it should be
at least 50%. Thus, the response for this studyoisidered adequate as shown in

Figure 4.1.

Figure 4.1: Response Rate

Source: Research Data, 2014
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4.3 Demographic Data

Demographic data was collected on the bank’s yéamcorporation, the size of the
bank, distribution of the banks by size, size &f Workforce, distribution of the banks
by the workforce, scope of the bank and ownerstiyrtire of the bank. The details

are presented herein.

4.3.1 Year of Incorporation

The study sought to establish the year when thkd»amrre incorporated. The analysis
shows that the oldest bank, Kenya Commercial Baak licensed in 1896 and the
youngest is United Bank for Africa which was licedsin 2009. 13 banks were

established before 1980s. Between 1980 and 199%0aiks were formed. From 1990
to 2000, 9 banks were established and 4 others oarbeard from 2000 to 2010. The
study incorporated banks that have been in existércdifferent periods of time and

thus each bank brought a different set of expeeeritased on the time they have

been in the industry.

4.3.2 Size of the Bank
The study sought to establish the size of the amdrms of the number of branches.

The responses are as shown in Table 4.1.

Table 4.1: Distribution of banks by size

Tier Frequency Percentage
Tier One 6 16
Tier Two 13 35
Tier Three 18 49
Total 37 100

Source: Research Data, 2014

From the findings in table 4.1, 16% of the responsievorked for banks in tier one,

(35%) were in tire two and the majority (49%) wagier three. The banks that were
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involved in the study were of different sizes ahdst served different clienteles and
thus brought different perspectives into the stutllge table also shows that the

findings were spread across all tiers in the bankadustry.

4.3.3 Size of the workforce
The study sought information on the number of elyg#s in each bank as shown in

Table 4.2.

Table 4.2: Distribution of the banks by size of thavorkforce

Frequency Percentage
Below 1500 29 78
Between 1501-3000 4 11
Between 3001-6000 4 11
Total 37 100

Source: Research Data, 2014

As shown in Table 4.2, 78% of the bank had less th500 employees, 11% had
from 1501 to 3000 employees and another 11% had 8001 to 6000 employees.
The different banks involved in the study had ddf@ numbers of employees and
thus each bank had different ways of conducting lepeg empowerment

programmes based on the number of its employees.

4.3.4 Scope of the Bank
The respondents were asked to indicate the scopheiofrespective banks in terms of
geographical spread. The findings are presentedable 4.3 which shows the

responses on the scope of the bank.
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Table 4.3: Classification of the banks by scope operations

Frequency Percentage
Local (Within Kenya) 3 8
Regional (Within East Africa ) 22 59
Global (Africa and beyond) 12 33
Total 37 100

Source: Research Data, 2014

As shown in Table 4.3, 8% of the banks involvethia study operated within Kenya,
59% of the banks operated within East Africa amas¢hthat operated in the global
market (Africa and Beyond ) were 33% of the resmmtsl. The results imply that the

banks involved in the study operated in differegzwgraphical scopes/regions and thus

each had different views on empowerment practices.

4.3.5 Ownership Structure of the Bank

The study sought to establish the ownership straabii the bank. The responses are

as shown in Table 4.4.

Table 4.4: Distribution of the banks by ownership sucture

Ownership Structure Frequency Percentage
Both foreign and locally owned 8 22
Privately owned (Local) 5 14
Foreign owned 14 37
Both government and privately owned 7 19
Government owned 3 8

Total 37 100

Source: Research Data, 2014

Table 4.4 shows that 22% were both foreign andllipe@awvned, 14% were local
privately owned banks, 37% were foreign owned, 1®eéée both government and

privately owned and 8% were government owned. Bafie banks involved in the
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study had different ownership structures. This ghaunto the study the different

aspects the management considers in empoweriagtoyees.

4.3.6 Policies on Employee Empowerment

The respondents were asked whether their banks paidies on employee

empowerment. All the respondents (100%) said theit banks had such policies.

The respondents were then asked the importandeearmpowerment policies to the
organization and to the employees. The respondendisthat the policies helped the
employees in their individual career planning aededlopments. They also added that
the policies make them aware of their rights asdimployees and thus provided a

good working environment.

4.4 Employee Empowerment Practices
The respondents were asked to rate the extent tchwthey agreed with the
statements below on the employee empowerment peacfThe findings are as shown

in Table 4.5.

Table 4.5: Mean and Standard deviations for indicatrs of employee
empowerment practices

Employee Empowerment practices Mean | Std. Dev

Employees have access to organization’s missiogiprviand 2.345 | 0.002

strategic plans.

Employees are involved in planning and settingazlsg. 2.532| 0.624

Management trusts that employees will do the rihintg and| 2.210 | 0.123

make the right decision.

Employees are provided with the required informatet all| 2.035 | 0.521
times to enable them to make decisions.

Management delegates authority to employees tolertabm| 2.520 | 0.321

grow and develop new skills.
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Managers provide frequent feedback to employees| 2dk23 | 0..514
reward/improvement purposes.

Managers solve problems by seeking to discoverdbe cause 1.938 | 0.324
and not by blaming employees.

Managers listen to the employees and seek to femamthem ag 2.354 | 0.145
well as guide them.

Managers help employees to feel rewarded and rezegyrior| 2.456 | 0.231
empowered behavior.

Employees are provided with a degree of flexibiéityd freedom 3.014 | 0.3210.2
to make decisions relating to work. 58
Employees participate in making organizational gesnsuch as2.231 | 0.632
setting company policies that might involve hiritayoffs, profit

sharing or investments.

Employees are provided with performance manageradtices 2.014 | 0.001
e.g. training, rewards, recognition and participatoecision

making.

Employees have the responsibility and authoritybteak the 2.564 | 0.210
rules to enable excellent service and total cust@atsfaction.

Employees are allowed to decorate their own wodela 2.541| 0.003
Employees set and monitor their product goals awddeé wher 2.654 | 0.216
to start and finish work.

Employees are free to dress as they please. 2.873r1
Employees are compensated for increasing their skills and| 2.123 | 0.412
knowledge

There is an open flow of information upwards andiawards in| 2.541 | 0.312
the organization.

Management defines the employees’ roles and ass@225| 0.661
responsibility, authority and decision making power

Management explains company vision and values,ifiegr 2.356 | 0.221

priorities, and teaches decision making and probbaiving

skills.

Source: Research Data, 2014
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As shown in Table 4.5, employees have access tn@ation’s mission, vision and

strategic plans, the respondents agreed with a wie2ar845. On whether employees
are involved in planning and setting of goals, tespondents were neutral with a
mean of 2.532. Greasley et al. (2004) stated teahbtion of empowerment gives the
workforce more freedom to make decisions relatmgvork. The respondents agreed
that the management trusts that employees wilhdaright thing and make the right
decision with a mean of 2.210 and also agreed #maployees are provided with the
required information at all times to enable thermtake decisions with a mean of
2.035. Organizational policies made available ® émployees enlighten them on

what is required of them at the work place (Jagr&airi, 2002).

On whether management delegates authority to ermefoyo enable them grow and
develop new skills, the respondents were neutrdd aimean of 2.520. Jarrar & Zairi,
(2002) proposed several practices among them dadegz duties to the employee so
as to nurture the leadership skills in thekacording to Spreitzer, Kizilos & Nason

(1997), employees feel empowered and have mordiymsittitudes in terms of

work/job satisfaction once they are familiar withetempowerment policies in the
organization. The respondents also said that thieig® aid in the management of
employee retention. Further the policies providetads in the management of

employee talents and talent growth.

On whether managers provide frequent feedback tmplayees for
reward/improvement purposes, the respondents agmhda mean of 2.123 and
strongly agreed that managers solve problems biirggéo discover the root cause
and not by blaming employees with a mean of 1.9a8ges (2012) stated that there is

need for management information systems to be dpedito collect the right data in
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an efficient way as well as maintain a good feellliaetween the management and
the employees in an organization. The respondemeed that managers listen to the

employees and seek to learn from them as well ige gbem with a mean of 2.354.

Respondents further agreed that managers help gegsoto feel rewarded and
recognized for empowered behavior with a mean 4b6&. Jarrar & Zairi (2002)

concluded that there is need for several strategiamprove productivity such as
guidance mentorship and rewarding employees far pegformance. On whether the
Employees are provided with a degree of flexibikityd freedom to make decisions
relating to work, the respondents agreed with amu#a3.014 and also agreed that
employees participate in making organizational gesnsuch as setting company
policies that might involve hiring, layoffs, proharing or investments with a mean
of 2.231. These findings are consistent with thoséNykodym, et.al (1994) who

concluded that participation may involve making amrigational changes, such as
setting company policies that might involve hiringyoffs, profit sharing or

investments.

The respondents also agreed that employees areidedowvith performance

managerial practices e.g. training, rewards, reitognand participatory decision
making with a mean of 2.014. James (2012) highdighthat there is need for
management to nurture leadership skills among eyepko by allowing them to take
up managerial roles such as decision making anitipation in policy formulation.

The respondents were neutral on whether employags the responsibility and
authority to break the rules to enable excellentise and total customer satisfaction,
whether employees are allowed to decorate their warkplace, whether employees

set and monitor their product goals and decide wioestart and finish work and
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whether employees are free to dress as they plagseneans of 2.564, 2.541, 2.654
and 2.874 respectively. According to Jarrar & Z4gg002) Employees should be
allowed to decorate their own workplace, they sda@édt and monitor their product
goals, and they should decide when to start anshfwork and should also be free to
dress as they please as long as it is formal avel the authority to break the rules to

enable excellent service and total customer satisfa

The respondents agreed that employees are comeédngat increasing their own
skills and knowledge with a mean of 2.123 and Managnt defines the employees’
roles and assigns responsibility, authority andsiiee making power with a mean of
2.225. On whether there is an open flow of infoioratupwards and downwards in
the organization the respondents were neutral avithean of 2.541 and agreed that
management explains company vision and valuesifieipriorities, and teaches
decision making and problem solving skills with aan of 2.356. These findings are
consistent with those of Spreitzer (2007) who skdteat organizations should have
skilllknowledge based pay whereby employees artdams share in the gains of the
organization and are compensated for increaseein ¢thvn skills and knowledge and
ensure there is open flow of information which ud#s flow of information upwards
and downwards in the organization so that employe®s ‘light of sight’ about how

their behavior affects firm performance.

4.5 Non-Financial Measures of Organizational Perfanance

The respondents were asked the extent to which #lgeged with the statements
below on Non- financial Measures of organizatiopatformance. The responses are

as shown in Table 4.6.
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Table 4.6: Non-Financial Measures of OrganizationaPerformance

Non-financial measures of organizational performane Mean | Std. Dev

Productivity of employees is much higher than indus2.895 0.002
average.

Employees feel very committed to the organization. 2.315 0.321

Employees are highly satisfied. 2.221 0.145

Absenteeism in our company is very low (in comparigo| 2.520 0.651
competition).

Learning ability and adaptability of employees ighh (in | 2.431 0.135
comparison to competition).

There is increased productivity, innovative abikiiyd activity| 1.012 0.452
among employees.

There is high proximity to customers and increasestomer 1.234 0.621
satisfaction.

There is ability of the bank to develop new innox&financial| 1.345 0.987
products for its customers.

There is a very active quality control section ihet2.314 0.224
organization.

The organization provides high quality services. 231. | 0.135

The organization obtains frequent feedback fromtaruers| 1.987 0.245
about the quality of services provided.

There are mechanisms in place to ensure continubi261 0.118
improvement in service quality.

The quality of services has improved tremendousthiwthe | 1.219 0.452
last three years.

There is a customer care section in the organizatio 1.120 | 0.321

There are established mechanisms through whiclomess| 1.023 0.211
can channel their complaints.

There are mechanisms to ensure that customer conspéae| 1.057 0.321
resolved to their satisfaction.

Customer satisfaction surveys are carried out gatjy. 2.321 | 0417

Customer claims are processed within a reasonadriedpof| 1.451 0.325
time.

The organization is very efficient in service dehy. 2.145 0.963

Your current financial performance is satisfying. O87 0.113

Source: Research Data, 2014

On whether productivity of employees is much highiean industry average, the
respondents were neutral with a mean of 2.895.d¢afl Norton (1992) developed a
system in which measurements are meant to driveorpeaince where they cited
productivity, employees’ motivation and cost effiscy as the rightful measure of
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performance. The respondents agreed that empldgetsvery committed to the
organization with a mean of 2.315 and that emplsyae highly satisfied with a
mean of 2.221. Saylor (2014) argues that empowelrinas a significant effect on
employees’ performance and organizational perfooeauch as employees are more
satisfied with their jobs. On whether absenteeisnour company is very low (in

comparison to competition) the respondents wergralewith a mean of 2.520.

Concerning the learning ability and adaptability ehployees (in comparison to
competition) the respondents were neutral with amef 2.431. Timothy & Saidu
(2013) highlighted that competition in organizaidmas necessitated the need to put
in place several strategies to improve productiaityl foster innovativeness among
the employees. This was supported by the respomadrd strongly agreed that there
is increased productivity, innovative ability andtisity among employees with a
mean of 1.012, that there is high proximity to ousérs and increased customer
satisfaction with a mean of 1.234 and that theibitity of the bank to develop new

innovative financial products for its customershnatmean of 1.345.

Being a service providing industry, commercial mmeed to put into practice
innovative ideas and develop products that suittlstomer’s needs. The respondents
also agreed that there is a very active qualityrobsection in the organization with a
mean of 2.314 and strongly agreed that the orgaoizprovides high quality services
with a mean of 1.231. The respondents agreed lieabriganization obtains frequent
feedback from customers about the quality of sessigrovided with a mean of 1.987
and that there are mechanisms in place to ensuttnaous improvement in service
quality with a mean of 1.261. According to Timot&ySaidu (2013), organizations in
the service industry such as banks need to maim@nstant information with its

clients and ensure the provision of high qualitw®es to its customers.
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As to whether the quality of services has improtrechendously within the last three
years, the respondents strongly agreed with a noéah219 and that there is a
customer care section in the organization with amaf 1.120. Asked whether there
are established mechanisms through which custoo@rschannel their complaints,

the respondents strongly agreed with a mean of31a0@ also strongly agreed that
there are mechanisms to ensure that customer comgplare resolved to their

satisfaction with a mean of 1.057. Ahmed & RafiQ2) highlighted that customers
should have channels through which they air comfdasince contact personnel are
most likely to determine whether a customer tumother banks for a better and
enjoyable service, which he or she cannot be afféregheir current bank leading to

competition.

With regard to whether customer satisfaction swsvase carried out frequently, the
respondents agreed with a mean of 2.321 and syraggéed that customer claims are
processed within a reasonable period of time witlean of 1.451. Asked whether the
organization is very efficient in service delivetlie respondents agreed with a mean
of 2.145 and were neutral on whether the bank’'seatirfinancial performance is
satisfying with a mean of 2.987. According to Dé&ep& Saxena (2013) Product
differentiation is impossible in a competitive enoviment like the banking industry
and thus banks have to be innovative in its defiwdrservice and the products so as
to ensure that customers are satisfied and thusoirapghe financial performance of

the bank.

4.6 Correlation Analysis
In order to establish the relationship between emgpment practices and
organizational performance, Pearson product moroemelation analysis was used.

Table 4.7 presents the findings.

32



Table 4.7: Correlation Analysis coefficient for therelationship between

empowerment practices and Organizational Performane

Empowerment Organizational
Practices Performance
Empowerment| Pearson Correlation 1
practices Sig. (2-tailed) 0.018
Organizational | Pearson Correlation .758 1
performance | Sig. (2-tailed) .0214

Source: Research Data, 2014

Pearson’s Moment of Correlation analysis was cotetliat 95% confidence interval.
Table 4.7 indicates the correlation matrix betwtenfactor empowerment practices
and organizational performance. According to theetation matrix, there is a strong
positive and significant relationship between em@onent practices and
organizational performance (r=0.758, p<0.05). Theng) and significant positive
relationship, implying that as empowerment increage strength, non-financial
performance increases in response. There is alatore between the empowerment

practices and performance.

4.7 Discussion of the Findings

The objective of the study was to establish theti@hship between employee
empowerment practices and performance of commero@iks in Kenya. It
established that there is a strong positive anchifisgnt relationship between
empowerment practices and organizational perforemafbis concurred with Hitt,
Bierman, Shimizu, & Koachhar’'s (2001) who concludiha@t there is a positive
relationship between human capital (based on edtrlhl capabilities, knowledge,
and social capital) and firm performance. Wood {08&Iso in his findings affirms

that employee empowerment is the key to improviaggsmance.
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The study also sought to establish employee empoemr practices among the
commercial banks in Kenya. It established that eyg#s have access to
organization’s mission, vision and strategic pla@seasley et al. (2004) stated that
the notion of empowerment gives the workforce miseedom to make decisions
relating to work. The findings also showed that agement trusts that employees
will do the right thing and make the right decisiand that employees are provided
with the required information at all times to ermbthem make decisions.
Organizational policies made available to the erygds enlighten them on what is

required of them at the work place (Jarrar & Z&f02).

The study also established that managers provetpiént feedback to employees for
reward/improvement purposes, and also that managére problems by seeking to
discover the root cause and not by blaming empky€hkis supports James’ (2012)
statement that there is need for management infamaystems to be developed to
collect the right data in an efficient way as wadlmaintain a good feedback between
the management and the employees in an organizdienstudy also established that
managers listen to the employees and seek to femmthem as well as guide them
and that managers help employees to feel rewardddecognized for empowered
behavior. Jarrar & Zairi (2002) concluded that éhex need for several strategies to
improve productivity such as guidance mentorshigh mwarding employees for their

performance.

Employees are provided with a degree of flexibibtyd freedom to make decisions
relating to work in commercial banks and also erygés participate in making
organizational changes such as setting compangig®lthat might involve hiring,

layoffs, profit sharing or investments. These firgd are consistent with those of
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Nykodym, et.al (1994) who concluded that partidigmat may involve making
organizational changes, such as setting comparigigmlthat might involve hiring,
layoffs, profit sharing or investments. The findinglso showed that employees are
provided with performance managerial practices &ajning, rewards, recognition

and participatory decision making.

James (2012) highlighted the fact that there isdnf® management to nurture
leadership skills among employees by allowing therake up managerial roles such
as decision, making and participation in policynfatation. The findings also showed
that employees are compensated for increasing o1 skills and knowledge and
Management defines the employees’ roles and assagponsibility, authority and

decision making power. On the non financial measoferganizational performance,
the study established that employees feel very dtteuirto the organization and that
employees are highly satisfied. Saylor (2014) asgtigat empowerment has a
significant effect on employees’ performance arghaizational performance such as

employees are more satisfied with their jobs.

The findings further showed that there is increagemtuctivity, innovative ability
and activity among employees and that there is Ipighximity to customers and
increased customer satisfaction since the bankHheaability of the bank to develop
new innovative financial products for its customeBxing a service providing
industry, commercial banks need to put into practimovative ideas and develop
products that suit the customer’s needs. The stigtyestablished that there is a very
active quality control section in the organizatand that the organization provides

high quality services. The findings also showed thi@anizations obtain frequent
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feedback from customers about the quality of sesiprovided and that there are

mechanisms in place to ensure continuous improvemeservice quality.

According to Timothy and Saidu (2013), organizasiam the service industry such as
banks need to maintain constant information wihcltents and ensure the provision
of high quality services to its customers. The gtestablished that quality of services
has improved tremendously within the last threagethe respondents and that there
is a customer care section in the organizationmRitee findings the study reveals that
there are established mechanisms through whichomess can channel their
complaints the respondents and mechanisms thatresmsistomer complaints are
resolved to their satisfaction. Ahmed & Rafiq (2p8Rjhlighted that customer should
have channels through which they air complaintgesioontact personnel are most
likely to determine whether a customer turns teothanks for a better and enjoyable
service, which he or she cannot be offered in theirrent bank leading to

competition.
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter presents the summary of the studynfigsdand the conclusion from the
findings highlighted and recommendations. The amsiohs and recommendations
were drawn in addressing the research questiorcliewng the research objective
which was to establish the relationship betweenleyee empowerment practices

and performance of commercial banks in Kenya.

5.2 Summary of Findings

A total of 43 questionnaires were distributed amtly 87 were filled and returned.
The analysis shows that the oldest bank, Kenya Gential Bank was licensed in
1896 and the youngest is United Bank for Africa abhwas licensed in 2009. The
banks that were involved in the study were of défeé sizes and thus served different
clienteles who brought different perspectives thie study. The findings were spread
across the three tiers in the banking industry. @thierent banks involved in the
study had different numbers of employees and tlagh dank had different ways of
conducting employee empowerment programmes basedhennumber of its
employees. All the respondents (100%) said that thenks had such policies. The
results imply that the banks involved in the stagherated in different geographical
scopes/regions and thus each had different viewgmpowerment practices. The

banks involved in the study had different ownerstipctures.

The respondents were then asked the importandeearmpowerment policies to the

organization and to the employees. The respondendisthat the policies helped the
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employees in their individual career planning aededlopments. They also added that
the policies make them aware of their rights asehmployees and thus provided a
good working environment. According to the correlatmatrix, there is a strong
positive and significant relationship between em@oment practices and
organizational performance. The strong and sigamfigositive relationship, implying
that as empowerment increases in strength, nondiabperformance increases in
response. Therefore, there is a correlation betvieerempowerment practices and

performance.

5.3 Conclusion

The study made the following conclusions:

There are empowerment policies in all commerciailkisain Kenya and that these
policies enable the employees in their individualeer planning and developments.
They also make them aware of their rights as thel@yees and thus provided a good
working environment. The policies aid in the mamagat of employee retention.

Further the policies provide controls in the mamaget of employee talents and
talent growth. The study also concludes that emgdogmpowerment practices
positively affect the organizational performance iaslicated by the positive

correlation coefficient.

Commercial banks in Kenya practice employee empwowat. The study concludes
that the employees of the commercial banks are rmadee of their responsibilities,
trained, and empowered with management roles ssclpaaticipation in policy

making and the freedom to make decisions withiir joesdiction.

The study further concludes that commercial bamksKenya use non-financial

measures so as to influence the performance artf@izations. It concluded that the
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banks encourage high productivity and innovativerieem the employees. They also
devise mechanisms to attend to customer complaastswell as continuous

improvement in service delivery from the banksheit customers.

5.4 Recommendations

From the findings the respondents were neutral letlner the management delegates
authority to employees to enable them grow and ldpveew skills. This study
therefore recommends that empowerment practices eb@raced whereby
management can actively involve the employeeslesrthat will develop their skills.
Banks should also adopt empowerment practices aactacilitation of training in

professional and technical skills among the emmeyso as to develop their skills.

The study recommends that the commercial banks tadmployee performance
evaluation strategies. This is necessary as tlanfys indicated that the respondents
were neutral on the productivity of employees. Depment of these strategies will

enable the banks to evaluate their employees’ pednce.

The study also recommends that the banks occaliamalduct customer satisfaction
surveys so as to establish how best they can skeweclients. It also recommends
that the banks conduct employee satisfaction ssrgeyas to establish ways in which
the banks can provide the best working conditiamsthieir employees to improve

their productivity and that of the firm.

5.5 Recommendations for Further Research
This study concentrated on commercial banks in Kealgne and thus did not collect
the views from other financial institutions suchMBIs (Micro-financial Institutions)

and SACCOs (Savings and Credit Cooperative Orgtoir). It is therefore
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recommended that in future, the study be conduatedss all financial institutions.

This will be important so as to generalize findifigisthe entire finance industry.

The study also recommends that in future, a stwdgdnducted on the effectiveness
of empowerment practices in improving the emplogegormance. This study will

be key in identifying whether the empowerment pcast adopted by organizations
are important in improving the performance of th@pkyees and what other

strategies can be adopted so as to improve empjogeectivity.
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APPENDICES

Appendix I: Research Questionnaire

Section A: Organizational Bio-Data

. Name of your bank (optional)

. Year of Incorporation

1
2
3. Size of your bank? (No. of branches)
4. Establishment of your bank? (No. of employe&g)k where appropriate)
(a) Below 1500 [ ]
(b) Between 1501-3000 [ ]
(c) Between 3001-6000 [ ]
(d) Over 6000 [ ]
5. What is the scope of the bank’s operations“k(\Maere appropriate)
(a) Local (within Kenya) [ ]
(b) Regional (within East Africa) [ ]
(c) Global (Africa and beyond) [ ]
6. What is the ownership structure of the bankekTihere appropriate)

(a) Government owned [ 1]
(b) Privately owned (Local) [ ]
(c)Foreign owned [ ]

(d) Both government and privately owned [ ]
(e) Both foreign and locally owned [
6. Does your bank have a policy on Employee Empmeet?
Yes[ ] No[ ]
7. If yes in (6) above, state the importance ofggblcy to the organization and to the

employee

Section B: Employee empowerment practices

The following are some of the Employee empowernpeactices that are adopted by
organizations as part of their Human Resource Mamagt. On the scales provided
below, rate each statement that describes theiggadh your bank. The numbers on

the scales represents the following;
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1-Strongly agree  2-Agree  3-Neither agreedisagree4-Disagree  5-Strongly

disagree (Tick in the appropriate box)

No | Employee Empowerment practices 1|2 3 4 5

1 Employees have access to organization’'s
mission, vision and strategic plans.

2. | Employees are involved in planning &
setting of goals.

3 Management trusts that employees will do|the
right thing and make the right decision.

4 Employees are provided with the required
information at all times to enable them to make
decisions.

5 Management delegates authority to employees
to enable them grow and develop new skills

6 Managers provide frequent feedback | to
employees for reward/improvement purposes.

7 Managers solve problems by seeking
discover the root cause and not by blaming
employees.

8 Managers listen to the employees and seek to
learn from them as well as guide them.

9 | Managers help employees to feel rewarded
recognized for empowered behavior.

10 | Employees are provided with a degree| of
flexibility and freedom to make decisions
relating to work.

11 | Employees participate in makil
organizational changes such as setting
company policies that might involve hiring,
layoffs, profit sharing or investments.

12 | Employees are provided with performai
managerial practices e.g. training, rewards,
recognition and participatory decision making.

13 | Employees have the responsibility an
authority to break the rules to enable excellent
service and total customer satisfaction.

14 | Employees are allowed to decorate their own
workplace.

15 | Employees set and monitor their product goals
and decide when to start and finish work.

16 | Employees are free to dress as they please

17 | Employees are compensated for increasing
their own skills and knowledge

18 | There is an open flow of information upwards
and downwards in the organization.
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19 | Management defines the employees’ roles|and
assigns responsibility, authority and decisjon
making power.

20 | Management explains company vision and
values, clarifies priorities, teaches decisjon
making and problem solving skills.

SECTION C: Non-financial measures of organizationaperformance

The following are some of the non-financial measwtorganizational performance
that are adopted by organizations. On the scatddad below, rate each statement
that describes the non-financial measures in yamkbThe numbers on the scales
represents the following;

1-Strongly agree  2-Agree  3-Neither agreedigagree 4-Disagree 5-Strongly

disagree (Tick in the appropriate box)

No | Non-financial measures of organizational 1 2 3 4 5
performance

1 Productivity of employees is much higher than
industry average.

2 Employees feel very committed to the
organization.

3 Employees are highly satisfied.

4 Absenteeism in our company is very low {(in

comparison to competition).

5 Learning ability and adaptability of employees
is high (in comparison to competition).

6 | There is increased productivity, innovative
ability and activity among employees.

8 There is high proximity to customers and
increased customer satisfaction.

9 There is ability of the bank to develop new
innovative financial products for its customers.

10 | There is a very active quality control section i
the organization.

11 | The organization provides high quality
services.

12 | The organization obtains frequent feedback
from customers about the quality of services
provided.

13 | There are mechanisms in place to ensure
continuous improvement in service quality.

14 | The quality of services has improved
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tremendously within the last three years.

15

There is a customer care section in |the
organization.

16

There are established mechanisms through
which customers can channel their complaints.

17

There are mechanisms to ensure |that
customer complaints are resolved to their
satisfaction.

18

Customer satisfaction surveys are carried| out
frequently.

19

Customer claims are processed within a
reasonable period of time.

20

The organization is very efficient in service
delivery.

21

Your current financial performance |is
satisfying.

Thank you for your kind cooperation
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Appendix II: A list of Commercial Banks in Kenya

ABC Bank (Kenya

Bank of Africe

Bank of Barod

Bank of Indi¢

Barclays Bank (Kenya)

CfC Stanbic Holdings

Chase Bank (Kenya)

Citibank

© PN 01 WIN =

. Commercial Bank of Africa

10. Consolidated Bank of Kenya

11.Cooperative Bank of Kenya

12.Credit Bank

13. Development Bank of Kenya

14.Diamond Trust Bank

15. Dubai Bank Kenya

16. Ecobank

17.Equatorial Commercial Bank

18. Equity Bank

19. Family Bank

20.Fidelity Commercial Bank Limited

21. First Community Ban

22.Giro Commercial Bar

23. Guaranty Trust Bar

24. Guardian Ban

25. Gulf African Bank

26.Habib Bank

27.Habib Bank AG Zurich

28.Housing Finance Company of Kenya

29.1&M Bank

30.Imperial Bank Kenya

31.Jamii Bora Bank

32.Kenya Commercial Bank

33.K-Rep Bank

34.Middle East Bank Kenya

35.National Bank of Kenya

36.NIC Bank

37.0riental Commercial Bank

38.Paramount Universal Bank

39.Prime Bank (Kenya)

40. Standard Chartered Kenya

41. Trans National Bank Ken

42. United Bank for Africi

43.Victoria Commercial Bar

Source: https://www.centralbank.go.ke
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