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ABSTRACT

Organizations have nowadays been under intenssyreed fundamentally change how
they do business if they have to ensure their gahand competitiveness. Organizations
are strongly influenced by their environment whadnsists of forces of an economic,
political, or social nature. The environment alsovides key resources that sustain the
organization and lead to change and survival. Bezahe performance of firms is
dependent on the fit between firms and their esdleenvironment, then change in
external environment requires firms to adapt tes¢hehanges. As a result, firms would
change their strategy in response to the envirotethahanges.The pace of global,
economic and technological development makes chamgeinevitable feature of
organizational life. This study examined the sgatechange management practices
adopted by Kenya commercial bank limited and inftee of the strategic change
management practices on the bank’s performancey&kemmmercial bank group limited
embarked on a transformational change program aahetbving the bank from good to
great through embedding a performance culture s€ipline, passion, ownership and
teamwork that would place KCB as a brand thatpsafbmind with exceptional financial
performance that will allow the bank to invest e future and fully reward shareholders
and employees. This was a case study with theofimihalysis being Kenya Commercial
Bank group Limited. The study is significant to slgis and business researchers where
they will be able to relate strategic change mamege and performance in a real
working environment and interrogate existing thesriand concepts in the area of
strategic management. Data was obtained by intemvgesenior managers of the bank.
The qualitative data was then analyzed using cortealysis allowing the researcher to
systematically and objectively identify specificachcteristics and relate trends. The
study found a positive relationship between stiategange management practices and
performance of the bank. The study recommendsctieatge process should involve the
participation of all employees, should be commumideclearly, frequently and through
several channels, certain aspects of the changggmoshould be delegated clearly
explaining limits of the responsibilities and maeeggshould foster a change culture in
their organizations. The study’s limitations inaadlimited time set aside for the study,
limited scope of study and securing face to faterurews with senior managers of KCB
group limited due to their busy schedules. The ystadggests further research on
strategic change management practices and perfeen@ncommercial banks in Kenya
to supplement the findings of this study as well identify other influences on
performance of banks in Kenya.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

Johnson and Scholes (2003) note that in an evergaing global economy, organizations
must find ways for operating by developing new cetepces as the old advantage and
competences gained is quickly eroded owing to enwmental changes. Change
management can be referred to as a process faucesing and redesigning the
organizational activities in order to keep abredsthallenges and for meeting the needs
of customers (Moran & Brightman, 2000). Change mherent in contemporary
organizations and its management is not only alfitto organizational success and
survival but is also at the crux of the field ofanization development (OD). Along with
important changes taking place in the social faltbin which organizations operate are
vital forces impacting organizations within the text of their business operations

(Stacey 2003).

Traditional theories viewed organizations as closgstems that were autonomous and
isolated from the outside world. However overtimeren holistic and humanistic
ideologies have emerged which have embraced an sysem view of organization
(Burnes, 2009). Open systems theory refers singphpé concept that organizations are
strongly influenced by their environment. The eomment consists of other
organizations that exert various forces of an enwoppolitical, or social nature. The
environment also provides key resources that suthiai organization and lead to change
and survival. Because the performance of firmsegetident on the fit between firms and
their external environment, then change in exteemaironment requires firms to adapt
to these changes. As a result, firms would chamgé tstrategy in response to the
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environmental changes. The state of firms will addfect the occurrence of strategic

change (Dent and Barry, 2004).

While various schools of strategic thought existthe normative level there is general
agreement in the literature on the strategic pmces. the process of designing and
implementing strategy. The evolution of stratedimking and the move from strategic
planning to more of an emphasis on strategic manage has contributed to the
heterogeneous nature of strategic thought. For pkanthe strategy process has been
criticized by researchers such as Stacey (2003)hah rational analysis and thinking
tends to dominate the process at the expense afivitg and innovation. The rational
approach to strategy is based on implicit assumgticoncerning predictability,
measurability and control in business. Althoughredevant literature shows a continuing
rift between rational and generative or more expanstrategic management, it is
recognized that elements of each approach arerrgsenany organization’s strategic

processes and that each such element has an impat&ato play.

Burnes (2009) content that change management prdsesontinually renewing an
organization’s direction, structure and capabditte serve the ever-changing needs of
external and internal customers and improve firmfgpmance (Moran and Brightman,
2001). Recent changes in economic, political andasdransformations have obliged
commercial banks in Kenya to emphasize on changeageament to achieve set goals
and objectives. Commercial Banks have undertakel @Rplementation, restructuring,
mergers and acquisitions, regulations, policy mafgrbusiness process reengineering and

development of alternative distribution channelshsas e-banking, new roles, new work



and managerial practices, corporate identity anlure change with the focus of

enhancing banks’ performance.

1.1.1 Strategic change management practices

Change management entails thoughtful planning andittve implementation and above
all consultation with, and involvement of the peoplffected by the changes. Problems
arise when change is forced on people. Changeftinenamust be realistic, achievable and
measurable (Chapman, 2005). Change managementdiagcdo Jeff (2007) is the
process, tools and techniques to manage the psigi@l®f business change to achieve the
required business outcomes and to also realizendssichange effectively within the

social infrastructure of the workplace, (Paton Maalman, 2000).

Strategic change is concerned with organizatioraaisformation and deals with broad
long-term organization wide issues (Burnes, 2000ill be aligned to the purpose and
mission of the organization, its corporate phildsppn such things as growth, quality
management, and innovation and values concerniogl@ethe customers’ needs served
and the technologies employed. Burnes (2000) vieategyic change management as a
process that assesses the business and the iagdustiwhich the company is involved,
assesses its competitors and sets goals and srategounter potential competitors and
then reassesses each strategy annually or quarterlydetermine how it has been
implemented and whether it has succeeded or nepiiscement by a new strategy to
meet changed circumstances, new technology, newpetiors, a new economic
environment or a new social, financial, or politieavironment. Hence management of
strategic change is seen as how to create conslititt makes proactive change as a

natural way of life (Doyle, 2002). Strategic chang¢he movement of a company away
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from its present state towards some desired fusti@ée to increase its competitive

advantage (Hill and Jones, 2000).

Strategic change management practices is defineds&$ of managerial decisions and
actions undertaken for organization to cope withngjes in environmental aspects such
as environmental scanning, strategy formulatiamtsgy implementation, and evaluation
and control. It is designed to set a firm's coursieaction, identifying the strategies it
will use to compete in the market-place and howvilt organize its internal activities

(Hill and Jones, 2001).

In an environment of accelerating change, incregasiompetition and effects of the
worldwide information revolution, organizations arenstantly managing programs and
resources to accommodate changing needs. Changes wery nature tends to be
uncomfortable, disruptive and even painful (Chapm2005). Managers in various
institutions have to manage this stress and unogrto be effective organizations. They
have to counter their dynamic environment and cdergly convert threats and
weaknesses from their internal and external enwments into opportunities and strengths
Ansoff and McDonnell (1990) defined strategic chemganagement as a shift in the
product and services mix produced by the orgamnat the markets which it is offered.
The key objective of strategic change managemeattipes is to enhance the
competitiveness of the organization and continuadaption of the organization to

various environmental turbulence levels (Doyle, 200

1.1.2 Firm performance
Firm performance refers to the extent to which piz@ion’s goals and objectives are

achieved efficiently and effectively. Firm perfornt@ comprises the actual output or
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results of an organization as measured againsintended outputs (or goals and
objectives). According to Burnes (2009), organmadl performance encompasses three
specific areas of firm outcomes such as financegafggmance (profits, return on assets,
return on investment), product market performasede§, market share) and shareholder
return (total shareholder return, economic valudeddl Within corporate organizations,
there are three primary outcomes analyzed includingncial performance, market

performance and shareholder value performance &I3005).

Kaplan and Norton (1992) developed a system in lvmeasurements are meant to drive
performance where they cited productivity, empl@yeeotivation and cost efficiency as
the rightful measure of performance. Davenport biadris (2007) on the other hand,
suggest that organizations will determine the lesfeperformance by the overall firm
performance. They argue that the frontier for usiatp is not just in measurement but
also in identifying the most profitable custometstermining the right price, accelerating
product innovation, optimizing supply chains andntifying the true drivers of financial
performance. Firm performance is measured usinge@ase of sales or revenues, cash
flow from operations, return on investment, retomequity, market share, new product
development, market development, the quality ofdpobs and services, personnel
development, employee job satisfaction, employe®duymtivity and employee

commitment or loyalty to the firm as developed bygde (2004) and Joinetral. (2009).

1.1.3 Banking industry in Kenya
The banking industry in Kenya is governed by thepanies Act, the Banking Act, the
Central Bank of Kenya Act and various prudentiatiglines issued by the Central Bank

of Kenya (CBK). The banking sector was liberaliggd995 and exchange controls were
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lifted. The CBK, which falls under the Ministry &finance, is responsible for formulating
and implementing monetary policy and fostering tigeiidity, solvency and proper

functioning of the financial system.

At the end of June 2003, the banking system comgpri&3 commercial banks, 2 non-
bank financial institutions (NBFIs), 2 mortgage diite companies and 4 building
societies. Banking and non-bank financial instiin$ declined to 51 in June 2003 from
55 in June 2002 due to the merging of six instigi into three and the liquidation of
another. However, the sector remained highly camated with 9 of the 43 banks
controlling 74% of total assets in the sector. ulnber of banks closed some branches as
part of their cost and business rationalization mstructuring measures. As a result, the
branch network of commercial banks declined to @8#e end of June 2003 from 497 in
June 2002. Foreign exchange bureaus stood at3has 2003 from 48 at the end of June
2002 following the closure of one up-country foreigexchange bureau (CBK,
2003).Central Bank issued revised Prudential Gundel and Risk Management
Guidelines aimed at enhancing corporate governapoayisioning levels and risk
management in the sector. As al’30ine 2010, the Kenyan banking sector comprised 43
commercial banks, one mortgage finance companyl&idforeign exchange bureaus.
The sector’s total profitability in the same permds Kshs. 34.9 billion. The growth in
the sector is attributed to the increased uptakéoafis and other bank products and

services by Kenyans.

Some Kenyan banks are exploiting business oppaisnn the regional markets thanks
to liberalisation. The banking sector, over thergehas witnessed stiff competition due

to the homogeneity of the products and servicesredf by the banks forcing them to re-
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package financial services and products to satisfyneeds of the customers and retain
market share. Institutions therefore increasingérted offering e-banking services for
both residents and nonresidents. Islamic bankingrged as a new market product. In
response to this, some of the institutions reddfitteeir commercial banks strategies
while leveraging on innovative and affordable praduto capture this new market
segment. Currently, the global banking industrydiseare coupled by radical changes in
the banking industry that were introduced in th®2Q010 budget, allowing banks to
offer additional services while granting CentrahBaf Kenya more supervisory powers.
The changes were introduced as part of Finance2BdB, an omnibus draft legislation

meant to bring all the Government’s budget proposdb law (CBK, 2013).

1.1.4 Kenya commercial bank group limited

The history of KCB dates back to 1896 when its poedsor, the National Bank of India
opened an outlet in Mombasa. Eight years late©bd1the Bank extended its operations
to Nairobi, which had become the Headquarters e@kttpanding railway line to Uganda.
The next major change in the Bank’s history cam#3&8. Grindlay’s Bank merged with
the National Bank of India to form the National ar@rindlay’'s Bank. Upon
independence the Government of Kenya acquired 6b&bebolding in National &

Grindlay’s Bank in an effort to bring banking close the majority of Kenyans.

The KCB bank in 1972 acquired Savings & Loan (KU ltb specialize in mortgage
finance and in 2010 S&L merged with KCB providingcass to mortgage finance
through the bank's wide branch network. To prowddeking services and promote cross
border trading KCB subsidiary, KCB Bank (Tanzarliapited was incorporated in Dar-
es-Salaam and opened 11 branches. KCB Group hawitlest network of banking
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outlets comprising over 222 branches and over 4@0naated teller machines in Kenya,

Burundi, Rwanda, South Sudan, Tanzania and Ugd&dg,(2013).

KCB Group limited embarked on a transformation paog with the aim of improving
KCB bank from a Good bank to a Great bank. The gbathange management is to
deliver business growth, increase productivityyelefficiency, rationalize costs, enhance

stakeholder value and launch KCB bank group Limitedchieve great performance.

1.2 Research problem

Strategic change management in an organizatiorsuslly required when changes in
technology, the marketplace, information systerhs, global economy, social values,
workforce demographics and the political environtaatur to the environment in which
an organization operates (Hoque, 2004). In ordeetmain competitive in the long term,
enterprises are compelled to implement strategangé management practices such as
downsizing and acquiring new technology with insieg speed, efficiency and success
(Chapman, 2005). Today’s financial environment paa$ change making financial
institutions practice mergers and acquisitiongpado new technology, restructure and
downsize focusing on achieving better performargteategic change management is
undertaken to achieve desired results within aipddime frame (Davis and Holland

2002).

Commercial banks in Kenya have been respondingowsty to the financial
environmental changes to improve on banks’ competgituation (CBK, 2013). KCB
Group Limited has implemented change programs sgcrestructuring, mergers, bank

process reengineering and development of altematiitribution channels like e-



banking, defining new roles for staff, developmetcorporate identity and culture
change aimed to deliver bank growth, increase mibdty, drive efficiency, rationalize

costs, enhance stakeholder value and improvetphodity.

In Kenya, several studies have been done in thee @r&trategic Change Management,
for instance, Gichohi (2011) undertook a study trat8gic Change Management at the
NIC Bank of Kenya, Mbuva (2009) researched on factinfluencing change
management practices at CFC Stanbic bank, whilegalya2009) focused on the
effectiveness of change management practices akeéhga Commercial Bank (KCB)
Ltd. Despite efforts made in the bank towards striatchange management, the extent to
which strategic change management practices irdkieachievement of bank’s
performance is not yet empirically determined. Tstigdy therefore, sought to fill this
research gap by assessing the influence of stcatdginge management practices on
performance of KCB Group limited. What are the tsi[gic management practices
adopted by the Kenya Commercial Bank Group Limitadtat are the effects of strategic
change management practices on performance of K&uomamercial Bank Group

Limited?

1.3 Research Objectives
The objectives of this study were as follows:
I. To establish the strategic change management geactdopted by Kenya
Commercial Bank Group Limited
ii. To determine influence of strategic change managenpgactices on the

performance of Kenya Commercial Bank Group Limited



1.4 Value of the Study

Academicians and business researchers will betalb®rrow from the findings of this
research to support literary citations as well @getbp themes for further research on the
relationship between strategic change managemantiges and firm performance. The
study will also inform them on the influence ofagégic change management practices

and how it is affecting bank’s performances in Kany

This study will be significant to the managemendl ataff of KCB group limited and
other commercial banks operating within the Kenyeamking industry by providing
information regarding strategic change managemesndtipes and their impact on the
bank’s profitability. The findings of this study Nvbe important to the management of
the commercial banks as it will help bank managdénelerstand the importance of
management of strategic change as they seek teaserpenetration in the market and

achievement of higher performance.

The study will be useful to policy makers, espégitiose in the banking sector planning
and would like to leverage on the findings to imostrategic change management
practices to improve on the banks’ performance. Goeernment will also be a
beneficiary of this study as a shareholder in K€&ug limited and for future application

of strategic change management in commercial banks.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter gives an in-depth discussion of tlgeiments that have been advanced in
the past on the meaning of strategic change andctmeept of strategic change

management. The chapter also discusses the appsoathtrategic change management,
strategic change management practices as well esemging links between strategic

change management practices and organizationalrpexhce.

2.2 Theoretical foundation

In order to determine the extent to which strategi@ange management practices
contribute to the success of bank performance, dtudy is anchored on the Resource
based theory and environmental dependence thedwy.ré@source-based view (RBV)
emphasizes the firm’s resources as the fundamedggtrminants of competitive
advantage and performance. It adopts two assunsptionanalyzing sources of
competitive advantage (Peteraf and Barney, 200dxn&k (1957), who originated the
concept of distinctive competence, placed the mfeeommitment at the very center of
his theory. He contends that the organization actat®s the resources that provide it
with distinctive competence such as talented anadnoitted personnel, an esteemed
reputation, a strong culture, or supportive exteraktionships only by making binding

commitments to specific goals, practices, strustuaed standards.

It is expected that resource dependency theory aatiermine the extent to which
environmental dependency and uncertainty act agmdrifor an organization to embark
on variety of controlling strategies to manage tbenpetitive environment to improve

organization performance (Nickol, 2006). The eseemd environmental resource
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dependency perspective is that superior organizatiperformance results primarily
from managing dependencies and uncertainty. Chgodia appropriate strategies in
which to proactively influence and thereby conttbé environment to its advantage
should be a consideration in strategic decisioningalss this will open an option for the
firm to contribute or withhold an important resoairar input which can then be used as
leverage in bargaining with its partner or custorfieokkan & Haugland, 2002). From
dependency theoretical framework, it is expected $trategic change management such
as altering organizational interdependence througtiegration, merger and
diversification, establishing collective structuriesform a negotiated environment and
using legal, political or social action to form aeated environment will influence

achievement of an organization’s performance.

2.3 Strategic change management practices

Most organizational managers today would agree ¢thange has become a constant
phenomenon which must be attended to and managgerpy if an organization is to
survive (Li, 2005). Changes in technology, the regslace, information systems, the
global economy, social values, workforce demogregphnd the political environment all
have a significant effect on the processes, predwaid services produced. The
culmination of these forces has resulted in anreateenvironment that is dynamic,
unpredictable, demanding and often devastating htwset organizations which are

unprepared or unable to respond (Burnes, 2009).

Companies need to be innovative to ensure thestenge. Innovations involve ideas that
create the future. But the quest for innovationdaemed unless the managers who seek
it take time to learn from the past (Chapman, 20@stting the right balance between
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the highest returns from current activities andi@pg requires organizational flexibility
and a great deal of attention to relationships.t&0{2006) states that established
companies cannot afford falling into the classap$ that stifle innovation by widening
the search for new ideas, loosening overly tighttmts and rigid structures, forging
better connections between innovators and maimstrepgerations, and cultivating

communication and collaboration skills (Modahl, @p0

The three most important models of the plannedecadflchange is the action research
model, the three-step model and the phases of gthamange approach (Nickols, 2006).
Action research was designed to address sociabegahizational issues and involves a
collective approach where all parties involved ipgrate in the formulation of research
problems and the action taken to solve these pmobl@he change process thus becomes

a learning process and is a rational, systematitysis of issues through social action.

The second model proposes that change should ivbiee steps of unfreezing, moving
and refreezing, where old behavior has to be dischbefore new ways can be adopted
successfully (Burnes, 1996). A further elaboratdhewin’s model is the third model of

planned change, which consists of change phasstn@istates an organization moves
through), and change process (methods to move rtfenization through these states).

This model concentrated mostly on structural change

Specific characteristics of the planned approadhas it places emphasis on processes,
deals with change over a significant period of tinfiellows a holistic approach,
encourages participation, ensures full support frmm management and involves a

facilitator that takes on the role of change ad&etior, 1997). These models have been

13



criticized as being too rigid, that phases canmtistinct and chronologically ordered
because of the extreme turbulence in the envirobm#érat the emphasis is on
incremental and isolated change rather than radremlsformation, that reliance on
management is too heavy and one kind of changed aoatl work for all organizations

(Burnes, 1996).

The second group of approaches to change manageewegnizes that highly dynamic
environments demand more contingent methods, tleatrere situational and where
change strategies can be adapted to achieve maxifitumith the ever-changing
environment. These approaches have been develagedf ahe basic disbelief in the
effectiveness of the planned change approachesnéBurl996). According to the
emergent approaches, organizations can rely lessetailed plans and projections and
develop instead an understanding of the complexitie environments and the issues
concerned. Change should be linked to the realitycltanging markets, flexible
boundaries and relationships with stakeholdersnging work ethics and alterations in
management control. Short term change strategi@plkams yield short term results and

more instability (Burnes, 2009).

In following the emergent approaches to change gemant, organizations will need to
increase their environmental scanning abilitiesnder to identify issues and trends that
might affect them so that decision-making processesbe adjusted accordingly (Grant,
2005). Management will also have to rethink andnmetilate what change is all about
and not just change for the sake of change. Emeaygroaches to change have a few
characteristics in common. Change is seen as dnooms process of learning and

experimentation to adapt and align to the turbulmtironment. Small scale changes
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over time can lead to larger changes in the orgaioizs where the primary role of
managers is to gather information, as well as tdifate and communicate the creation

and maintenance of the organizations vision.

2.4 Organizational performance

The organizational performance construct is propale most widely used dependent
variable, in fact, it is the ultimate dependentiafsle of interest for any researchers
concerned with just about any area of managementt yemains vague and loosely
defined (Richard et al, 2009; Rodgers and Wrigh88). The construct has acquired a
central role as the deemed goal of the modern trdusctivity. Performance is so
common in management research that its structudedafinition are rarely explicitly
justified; instead, its appropriateness, in no eratthat form is unquestionably assumed

(March and Sutton, 1997).

However, the definition of organizational performans surprisingly an open question
with few studies using consistent definitions andasures (Adam and Ebert, 1987;
Kirby, 2005). Hersey and Blanchard (1998) arguedt therformance has multiple

meanings depending on the discipline and they lgaxean some of the definitions based
on management scientists, marketers, accountards eaonomists. Although firm

performance plays a key role in strategic reseaticre is considerable debate on
appropriateness of various approaches to the condgdzation and measurement of

organization performance. The complexity of perfante is perhaps the major factor
contributing to the debate. Out of literature dmeé& common approaches to organization
performance measurement namely, the objective mesasfi performance that tend to be

guantitative, the subjective measures that termktqualitative therefore judgemental and
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usually based on perception of respondent, anchgumiation. The objective and
subjective approaches can also be differentiategrins of ends and means. Objective
measures focus on end results while subjective megagocus on the process or means

by which ends results are achieved (Cohen, 1993).

Firm performance comprises the actual output arlt®®f an organization as measured
against its intended outputs (or goals and objes}ivAccording to Richard et al. (2009)
organizational performance encompasses three gpap#as of firm outcomes: financial
performance (for instance profits, return on assetsirn on investment); product market
performance for instance sales, market share aacklsbider return (for instance total
shareholder return, economic value added) (Davénpod Harris, 2007). Within
corporate organizations, there are three primarycamues analyzed: financial
performance, market performance and shareholdervaérformance (in some cases,

production capacity performance may be analyzetyiig, 2005).

External environmental conditions and industry dtite are largely assumed to shape
the firm’s performance. In recent years, howevéreostreams of research emphasizing
a resource-based bundle of capabilities perspeotiverganizational performance have
evolved to characterize the firm’s evolution anctggic growth alternatives (Mahoney
and Pandian, 1992). Kaplan and Norton (1992) dgeeloa system in which
measurements are meant to drive performance wheyecited productivity, employees’
motivation and cost efficiency as the rightful maasof performance. Davenport and
Harris, (2007) on the other hand, suggest thatnizgions will determine the level of
performance by the overall organizational perforogarmThey argue that the frontier for

using data is not just in measurement but alsodentifying the most profitable
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customers, determining the right price, accelegatproduct innovation, optimizing
supply chains, and identifying the true driversfiolancial performance. More high-
performance studies are likely to emerge in theirfyt partly because the business
environment continues to shift and partly becainse dcience of analysis continues to

improve (Sharma, 2006).

The performance of organizations has been the fotustensive research efforts in
recent times. How well an organization implemertts policies and programs and
accomplishes its strategic intent in terms of itssion and vision is of paramount
concern. Managers in organizations are becomingeasingly aware that a critical
source of competitive advantage often comes frorfece¥e strategic change
management adoption of technology, having an appt@psystem of attracting and

managing the organizations human resources.

2.5 Strategic change management practices and orgaation performance
Management of strategic change could be affectethbystate of organization and its
external environment because the performance afnmzgtion might depend on the fit
between organization and its external environmethie appearances of novel
opportunities and threats in the external envirammen other words, the change of
external environment, require organization to adapthe external environments again
(Kotter, 1996). As a result, organizations woultcege their strategy in response to the
environmental changes. The states of the orgaaizatill also affect the occurrence of
strategic change. They tend to adopt new stratagig face of financial distress for the

purpose of breaking the critical situations. Adzhlly, organizations would possess
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structural inertia that they tend to keep theirvipes structure and strategy to improve

organization competitiveness and performance (Koi@96).

RBV provides the understanding that certain unigdesting resources will result in
superior performance. The existing adequate ressuof a firm influence success
strategic change management and enabling firm \@adgiehigh performance in the
volatile contemporary markets. Firm resources mayvide necessary flexibility in
response to environmental changes and influencéeashent of performance and
competitive advantage. Bowman and Hurry’s (1993)edathat resources as options
approach of an organization’s capabilities and tassdluence strategic choice. Cohen
and Levinthal's (1990) work on absorptive capacityo suggests that complementary

resources may help organizations engage in adagsege.

The resource base of a firm has an importantenite on the link between performance
feedback and strategic change. We distinguish twad classes of firm resources that
play a primary role in strategic decision-makirigxible and specific resources (Teece et
al., 1997). Flexible resources can be easily (leated across strategic options, while
specific resources result from prior resource commaints and are specialized toward
particular strategic actions. Firm resources endamite competitiveness of the

organization and continuous adaption of the orgdimm to various environmental

turbulence levels and achieve high performance.

Managers in organizations are becoming increasiagypre that a critical source of
competitive advantage and organization performaoften from strategic change in

production of quality product and services, besuatsgies, adoption of advance
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technology and having an appropriate system ofaatirg and managing the
organizations human resources (Kotter, 2007). i&atciprocal interactions at multiple
levels of analysis between the environment and Gapabilities shape business strategy
and performance, while interactions between styatagd performance, in turn, shape

both organizational capabilities and competitiveiemments (Burnes, 2009).

Strategic change management tends to increase matle intensive environmental
changes (Trinh and O'Connor 2000). Clearly, finalheiarkets experience a great deal of
change due to change in environment. Much of thigtegic change is due to the
seemingly inexorable growth in banking industry. ik beginning to change
fundamentally the nature of financial service daiwto the markets. As markets for
banking have grown and reformulated, banks have bgeg to understand the effects
of the new environment and are under pressureeialeate how they deliver financial
services, find strategies to survive, be competiimd improve profitability (Murray and
Anderson 1996). Moreover, banking institutions haeene to increasingly control key
markets and heighten the general level of competigss among banks through effective
strategic change management practices such asndesigonfigure bank operations and
cost-control strategies, viewed as controlling sogtrotect market share, enhance

operational efficiency and improve financial perf@ance.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter sets out various stages and phasesvénra followed in completing the
study. It involves a blueprint for the collectiomeasurement and analysis of data. It
identifies the procedures and techniques that weeel in the collection, processing and
analysis of data. Specifically the subsectionsuide| research design, data collection and

finally data analysis

3.2 Research Design

This was a case study since the unit of analysssam& organization, Kenya Commercial
Bank group limited. This case study aimed at ggttietailed information regarding the
effects of strategic change management practicggedormance of KCB group limited.

According to Mugenda (2008), a case study allowgaastigation to retain the holistic

and meaningful characteristics of real life events.

According to Kothari, (2004), a case study involaesareful and complete observation
of social units. It is a method of study in dep#ther than breadth and places more
emphasis on the full analysis of a limited numbg&rewents or conditions and other
interrelations. The design is deemed fit to portkaar pictures of the effects of strategic
change management practices on the performanceenya&K Commercial Bank group
limited.

3.3 Data Collection

The researcher used both primary and secondary Hataary data was obtained by
interviewing 10 Senior Managers of Kenya CommerBehk Limited using an Interview
Guide. The managers represent the functional whitse bank. The guide (Appendix I)
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was used to solicit information on strategic changgagement practices adopted and
the effects of these practices to the overall parémce of the bank. The senior managers
were involved in both the change process and amguhe realization of performance
objectives of the bank and therefore were critadjects of the study. Secondary data
was obtained from the bank’s internal documentscwhincluded circulars, minutes of
meetings, internal memos, internal publications Eiternal documents including annual

reports and prospectuses were also invaluable.

The rationale of the use of multiple sources ofdatthe study is the triangulation of
evidence. Triangulation increases the reliabilifytlte data and corroborates the data
gathered from other sources. Yin (1994) identifsed primary sources of evidence for
case study research as; documentation, archivatdgcinterviews, directs observation,

participant observation and physical artefacts.

3.4 Data Analysis

After the interview guides were edited for comphetss, the data, which was qualitative
in nature, was analyzed using content analysis twiscthe best suited method of
analysis. Content analysis is defined by Nachmraks Machmias (1996) as a technique
for making inferences by systematically and objeyi identifying specific characteristic

of messages and using the same approach to nelatkst

According to Mugenda and Mugenda (2003) the mampgse of content analysis is to
study existing information in order to determinectéas that explain a specific
phenomenon. The content analysis was used to andlgsnterviewees’ views on effects
of strategic change management practices on peafazenof Kenya Commercial Bank
group limited.
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CHAPTER FOUR: DATA ANALYSIS, PRESENTATION AND

DISCUSSION

4.1 Introduction

This chapter presents data analysis, presentatidrinéerpretation. The objectives of this
study were; To establish the strategic change neneagt practices adopted by Kenya
Commercial Bank Group Limited and To determine uefice of strategic change

management practices on performance of Kenya Coomah&ank Group Limited

The study targeted ten Senior Managers of Kenyar@ercial Bank Group Limited
using an Interview Guide. The managers represehteélnctional units of the bank. All
the interviews were conducted successfully. Thepilma interview guides were edited
to ensure completeness and consistency. Qualitdate analysis was applied with the
aim of making general statements based on how @adsgand themes of data are

related.

4.2 General Information
The general information sought from the interviesveeluded the length of time they
had worked for the Bank, their designation and molhe bank and the number of years

they had been in their current positions.

4.2.1 Work experience at KCB group Limited

All of the interviewees stated that they have wdrkethe bank for more than five years.
Some of them joined the bank as Management traime@$ave risen through the ranks
to their current positions. Additionally, they aliated that they have seen the company

grow to its current position in the market place.
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The interviewees are of relevance to the studydasetheir experience in working with
the bank. They have seen the Bank grow in ternmesséts, profitability, expansion into
the East African region and to being the good biink today. They have also been

involved in the change process to move the bank fjood to great.

4.2.2 Designation and Role in the Bank

The interviewees hold senior management positionghe bank with the role of
enhancing the bank’s operations and marshallingtsfto deliver the bank’s promise to
the customers of being the preferred financial ttwhs provider with a global reach and

also enhance shareholder value.

They are therefore of essence to the study sineestilategic change and management
practices within the organization are influencedthir decisions. The measure of their
performance and suitability by both internal andeaxal customers, as well as the
shareholders is pegged on their managerial desisaiod the results these decisions will

deliver with regard to the banks performance.

4.2.3 Work experience at their current positions

The senior managers interviewed have been in toerent positions for more than four
years. Some gained their promotions to their camramks in recent years having worked
in different positions in the bank.

This makes them essential to the study since theg kiast knowledge of the changes the
bank has faced, the change management practiddsate been used and their effect on

the bank’s performance
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4.3 Strategic Change Management Practices

The first objective of the study was to establisie tstrategic change management
practices adopted by Kenya commercial bank grangdd. When asked about strategic
change management in the bank, the senior mansigeesl that strategic management is
a continuous process that involves attempts to Imatcfit the organization with its
changing environment in the most advantageous wagiple. They agreed that change
has become a constant phenomenon which must begethpeoperly for an organization
to survive. They further observed that knowledged amwareness about many of the

critical issues involved in the management of stl@dnge is often lacking.

Probed further, the interviewees also stated tieatdols used during the strategic change
process in the bank were interdisciplinary taskdsr as well as brainstorming sessions.
They revealed that the process approach in managratgegic change was used most,

followed by the incremental change approach.

4.3.1 Environmental changes experienced in the bank

When asked to state the environmental changesahk Wwas experiencing politically,
economically, socially, technologically, legallydaglobally, the interviewees stated that
the forces that operate to bring about change armgyrand varied. They further said that
some of these forces may be gentle while otherstamag. For instance, they stated that
devolution of government led to resignation of mamgployees of the bank to pursue
political careers slightly before the 2013 genelaktions. They stated that this had an
effect on their human resource since the bank padtsa lot of resources to train their
staff, including those who resigned and would regjtiaining new ones to take up these
positions that had fallen vacant. Devolution of ggmment also could mean loss of
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corporate customers as government accounts cousthified to other banks on political

will thus could adversely affect large deposits Bodowing.

They also stated that tax policy affects businestsc For example, a rise in corporation
tax (on business profits) has the same effect @aa@aase in costs. Businesses can pass
some of this tax on to consumers in higher pribasjt would also affect the bottom line.
Another area of economic policy relates to intemagés. In this country the level of
interest rates is determined by a government apgubigroup - the Monetary Policy
Committee which meets every month. A rise in irgereates raises the costs of
borrowing money, and also causes consumers to eeeikppenditure leading to a fall in
business sales. The respondents stated that tleengoent of the day regularly changes
laws in line with its political policies. As a rdsbusinesses continually have to respond

to changes in the legal framework.

Socially, the interviewees said that the expeatatiof the society on business enterprises
have changed over time. The society wants to befrein the businesses operating
within their areas. They said that KCB group lirditeas a Foundation that deals with
corporate social responsibilities and has aiddaemith programs, education sponsorship
programs for the needy as well as supporting ti@risally championships. They also
stated that reputation is supremely important toyrausinesses. More and more public
opinion seems to be turning against firms who aeqved to be over-polluting. They
stated that as many firms today are working hardréamnote a green image, KCB group
Limited has invested heavily in this trend with ®een agenda and sustainability

program.
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Technologically, the interviewees stated that thieking industry in Kenya has witnessed
increased investments in information technologghelast ten years. They explained that it
is apparent that ICT is now a major determinanigafwth in banking business as it
influences the unit cost of providing banking seeg and the types of products that a bank
can offer to its customers. Apart from traditiod@posit taking and withdrawals, ATMs,
lending and treasury services, banks operating odenm ICT infrastructure are offering
their customers premium services such as mobile iat&inet banking. They further
explained that stiff competition in the bankinguistty has seen bank managers embark on
strategies that favor increased business volunegstiidinslates into economies of scale.
Increased consumer awareness has led to custorasranding efficient services at
affordable cost. Therefore, to optimize the bamgective function, and faced with the
constraint of providing efficient and affordablengees, the only feasible solution is to
invest in good ICT infrastructure. They concludédttit is important that any bank
embarking on business growth strategy has to censimhether its ICT platform is

adequate and robust enough to support its busmedsl.

4.3.2 Effects of Environmental changes on the Bank

Asked how these environmental changes have affébtetdank, the interviewees stated
that the economy, demographics, competition, malitinterference, government laws
and regulations whether they are internal or esletiniving forces, one thing is certain
for both; Change will occur! They said that a companust be cognizant of these
changes and be flexible and willing to respondhtent in an appropriate way. They also
stated that the environmental changes experiencédhee manner with which they are

handled had an impact on the bank and its perforean
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4.3.3 Involvement of senior managers

The interviewees were asked whether they were wedbl in initiation and
implementation of the changes and they all answerethe affirmative. They all stated
that they played major roles in the initiation dfetchanges. Probed further on the
motivation for their involvement in change, thegtet that the bank’s vision of being the
preferred financial solutions provider in Africa ttvia global reach influenced the

strategic change process most.

They emphasized that the bank’s core values inakat&ing together as a team whereby
they break silos that interfere with effective teeork, share experiences, skills,

knowledge, information and opinions openly. Thegtesd that they played major roles in
training, providing information and support to ewy#es during strategic change
process, to enable them cope with the challengebarfge and to marshal their support

for change and enhance performance.

4.3.4 Delegation and strategic change management

The interviewees were asked if it was necessargetegate certain aspects of change
management and they explained that delegationabthe most important management
skills. They emphasized that good delegation sgwasime, develops people, grooms a
successor, and motivates teams. They explainedottat delegation causes frustration,
demotivates and confuses the other person anddagishieve the task or purpose itself.
According to the interviewees, delegating certapests of change management was a
very helpful aid for succession planning, persodalvelopment and seeking and

encouraging promotion. They said that delegaticabksd managers in the lower cadre to
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feel part and parcel of the change as well as @axiperience to take on higher

responsibilities.

They further said that effective delegation is @ldor management and leadership
succession. For the successor and for the managkeader too: the main task of a
manager in a growing thriving organization is ulbiely to develop a successor. When
this happens everyone can move on to higher levaksy said that when delegation fails
to happen, succession and progression becomesdigfeon bringing in new people

from outside.

4.3.5 Communication and strategic change management

The interviewees were asked if the change was conuaed to staff in lower
positions in the bank, they stated that the chamage communicated to the employees
in the lower positions before it was initiated. Yh&aid that the key to a successful
implementation of change is to communicate consilstand frequently. The vision,
mission and the objectives of the bank were cleenlyymunicated to all staff to help
them understand how these changes would affect gesonally and the steps taken
to make sure change would be as seamless as possh®y said that they used
different avenues of communication which includedads, update sessions, internal
magazines and communication champions in everychrafhe more information the
senior management gave, the less uncertainty ar@tarthere was. This lessened
misconception, which would most likely have beenrenoegative than positive and

also helped build trust in them as leaders.
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The interviewees further stated that they commuedthe reasons for the change so that
everyone fully understood the need and purposehahge. They emphasized that no
matter how senseless a change might seem, theream@ns behind it, and it is important
to convey those reasons to your staff. They olesktivat when staff fully understand the
reasons for change and all about the change is cmicated to them promptly, they are

more likely to make the change work.

4.3.6 Coercion and strategic change management

The interviewees were asked if it was necessanysecoercion to bring about change
and they stated that it was not necessary to useion to bring about change. One of the
respondents explained that coercion is the practidercing another party to act in an

involuntary manner by use of intimidation or theeat some other form of pressure or

force.

The interviewees also stated that coercion goessighe beliefs and culture of the bank
and could therefore bring out a negative impressiothne bank especially in regards to

employee relations in all ranks.

4.3.7 Resistance to change

When asked if they observed resistance to changm@staff, the interviewees stated
that people do not like change, any change. Pamplewant to change when both the
pull- and push-forces are strong that people the@sesee no other solution any more
than to change. They explained that an allegedluctimmore challenging business
environment” and a “vision” of a “more businesselikorganization are definitely not

enough to convince employees to change their dailiines at their desks.
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The interviewees also stated that people are geisitive about the “technical” aspects
of change initiatives, i.e. how change is introdyjceommunicated and discussed, and
how their viewpoints are not only being heard betiaisly taking into account. They

said that what many people perhaps resist thet ns the cynical use and misuse of
“grand” ideas for personal and group interests.pRecesist ambitious senior managers
who join organizations they do not know, who aré/aonterested in furthering their own

career and market-value, mess with several charageagement initiatives, and then
leave the organization in a state worse thafore for good and with a golden
handshake. People resist managers who have otilg understanding of the

business, who do not care for the ideas amdds of their employees, and the
organizational necessities and opportunitiesth wianagers who pretend to be busy
and important, even crucial for the sake awmavival of the unit but at the end of
the day are only interested in their caraad the increase in their market value, in
strengthening their position and securing theirspen scheme. They emphasized that

people are not against change per se, but thesgispendencies.

The interviewees stated that the issue was retttifieough a series of scheduled
meetings with the employees. The meetings discusgerkasons for strategic change in
the bank. One of the interviewees stated that keepiie organization’s employees

informed on what is happening is important.

4.4 Strategic change management practices and Pemfieance
The second objective of the study was to deterrmmfieence of strategic management
practices on performance of Kenya Commercial Bamkig limited. | asked the senior

managers about the banks performance and theyatedidhat the banks performance
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could mean its financial performance, market pemntoice or shareholder value
performance. Upon further probing, they confirmiedttKCB Group limited had moved
from being a good bank with average performancea tgreat bank with excellent

performance as had been the aim of the strategiegehprogram.

4.4.1 Senior management involvement and resistant@echange

Asked if they thought involvement of senior managatn in initiation and
implementation of change reduced resistance togehahe interviewees stated that the
involvement of senior management in the initiatiand implementation of change
reduced the resistance to change. They statedhnaheld meetings with the employees
to update them on the course of change and thecifigey expected to experience.

The interviewees stated that this had an impacttten performance of the bank.
Specifically, customer satisfaction index improvesm 64% to 84%. The management
indicated that this increase in customer satigfactvas brought about by a workforce
that had confidence in the change program anduthéérstood that the strategic change

was not only good for the bank, but also for theinefit.

The management emphasized that their involvemert ganfidence to the entire

workforce which in turn understood that if the bankved from a good bank to a great
bank, they would also be moving themselves fronmgp@verage employees to excellent
employees. With this in mind, the workforce was shated behind the change having

been made to feel part and parcel of the change.
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4.4.2 Aspects of performance that delegation affesd

The interviewees were asked to state the aspeftf@rformance that delegation affected
and to what extent, they noted that in the abseheeclose monitoring, supervising, and
performance evaluation system, delegation of aitthand responsibility may lead to

deviation from the core mission and objectivest@f tompany. They said that central
values and principles of the company may be comeanif the individual who has

been delegated with serious responsibility is uiafitthe job. Therefore, the delegation
process was carried out gradually and scientificdilanagers who had consistently
displayed an exemplary loyalty and high performaleels in the organization were

chosen for dispersal of authority. The delegatioaswncreased progressively in
proportion with the performance and results produog the manager over a period of

time.

4.4.3 Reasons for the effect of delegation on performance

The interviewees were asked to state the reasonghéo effects of delegation on

performance to which they stated that delegatidectdd performance to a large extent
because as a business organization grows in stkes@pe, it is no longer possible to
have concentration of power and authority in jusfie& hands. They explained that
delegation of authority becomes crucial for theceght management of every aspect of

the organization.

One of the natural concerns of most business owsdosknow how delegation affects a
company. They ensured a smooth dispersal of atyh@ithout compromising the core
values and principles on which the company has lbedh That makes it important to

understand the impact of delegation on a compagrgwth and expansion.
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4.4.4 Effect of communication in the change process

The interviewees were asked to identify and stagedffect of communication in the
change process. They stated that effective comratioitis important in an organization
because it creates a mutual understanding envinoihrbetween management and
employees and also helps in increasing the emplyweductivity. They stated that
communication must be consistent and frequent girouultiple channels which should
include speaking, writing, video, focus groups étins, intranets and even training.
They emphasized that effective communication gavegnse of direction to the workers
as they now understand what they are to achieveey Thdded that effective
communication was important to make the employesd &s part of a team thus

enhancing their performance and in turn performatke organization.

4.4.5 Evidence that communication affected performace

When asked to provide evidence of how communicataffiected performance, the

interviewees stated that communication affected pgegormance to a large extent as
uncertainty of job security among employees camantend. They said that through the
interactive forums and workshops held with the eyeés, they provided answers to
guestions asked and would constantly chart prodoggther. Additionally, they restated

their earlier comments that communication dire¢tglps in increasing the employee's
productivity by eliminating fear and uncertaintyn®of the interviewees added that the

employees are more motivated to work and see thegds take effect.

4.4.6 Effect of coercion on the banks performance
The interviewees were asked the effect of coeroiorihe banks performance and they

stated that lack of coercion made the employedspk¢ and parcel of the change and
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thus increase their productivity and hence the baétformance. This is based on their
views that workplace coercion can change the vaheebelief system of an organization
and create an unhealthy work environment. They #aatl when organizations allow

workplace coercion to run rampantly, employees rbagome demoralized and the
organization may find it difficult to use its humassources effectively. While workers

may learn to work with the difficult situations amday try to adapt, constant undue
distress can lead to excessive absenteeism andtingbver rates and consequently
negative impact on the organization’s performarnidey emphasized that they did not

use coercion to bring about change in the bank.

4.4.7 KCB group limited’s performance before the cange

The interviewees were asked how the bank’s perfocemaneasured two years before
change. They stated that profit before tax was KdBillion in 2008 and Ksh. 6.5 Billion
in 2009, Total Assets were 191 billion in 2008 awh. 195 Billion in 2009, Earnings
per Share was Ksh. 1.97 in 2008 and Ksh. 1.84 ®O2Customer satisfaction was

average with the bank relying on the loyalty ofitlaged client.

The interviewees stated that the youth associateB group limited with the old and its
culture with that of government owned bank. Thag siaat this view made the youth not
interested in banking with KCB thus low sales frtms category of customers two years
before the changes were implemented. This was mwvidetheir position compared to

other banks in the market at that period.
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4.4.8 Bank’s performance since the implementationfahe change

When asked to indicate the bank’s performance dimeemplementation of change, the
interviewees stated that Profit before tax incrdasemendously to Ksh. 9.8 billion in
2010, Ksh. 15.1 Billion in 2011, Ksh. 17.2 Billiam 2012 and Ksh. 20.1 Billion in 2013,
Assets increased to Ksh. 251 billion in 2010 and.K330 billion in 2011, Earnings per
Share increased to Ksh. 2.76, 3.72, 4.11 and 482010, 2011, 2012 and 2013
respectively. They stated that the bank has redoadgreat increase in profitability since

the implementation of the strategic change.

In addition, they said that the bank had innovas@dr made accounts for the youth, both
individual and business accounts, and had incresaled to the young people in terms of
accounts and loans and this has greatly improveadime for the bank. They stated that
customer satisfaction had improved greatly as thekbincreased its IT platform
capabilities, introduces internet banking, mobiéaking, smart ATMs that can perform
other functions besides the withdrawals, agencykingnas well as products for
customers in the diaspora. The interviewees indit#ttat this had increased the bank’s
profitability to a PBT of Ksh. 20.1 Billion in 20130ne of the respondents also
mentioned that the employee morale to work hagsdezistomer satisfaction and in turn

customer loyalty.

4.4.9 Other strategic practices that influence bankerformance

When asked to state other strategic practices ittilatence bank’s performance, the
interviewees stated that the Human Resource depattnas the ability of influencing the
bank’s performance. However, the question of whretbigategic human resource

practices improves or worsens firm financial perfance is stills worthy of further
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research such as the one being undertaken inttldg. Besides, the impact of strategic
human resource practice on firm performance has raotived adequate research

attention in the banking industry.

4.5 Discussion of findings

The objectives of this study were to establishdtnategic change management practices
adopted by Kenya Commercial Bank Group Limited @anddetermine influence of
strategic change management practices on the pexrfme of Kenya Commercial Bank
Group LimitedThis study was anchored on the Resohesed theory and environmental
dependence theory. The resource-based view (RBYhasizes the firm’s resources as
the fundamental determinants of competitive adygmtand performance (Peteraf and

Barney, 2003).

The study found out that changes in technology,ntlagketplace, information systems,
the global economy, social values, workforce deraplgics and the political environment
all have a significant effect on the processesijpets and services produced by the bank.
This is in consistent with the findings of Trinhda®'Connor (2000) who concluded that
strategic change management tends to increase mdle intensive environmental
changes. The findings further showed that the dymamvironment created by these
environmental forces has resulted in KCB grouptahiembarking on a transformation
journey from being a good bank to being a greakb@his agrees with Mckinsey (2006)
who indicates that organizations will change tousd costs, move from good to great
performance, turn around a crisis situation andhcap with rivals or to divest part of the

organization.
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The study found that senior management of the baitlated the strategic change
process as well as implementation of the chande ifvolvement of senior management
was important to provide support to staff and sliosn as part of the team. This concurs
with the findings of Noer (1997) who cautioned leesd not to rely too heavily on
external tools for change. He was of the view tthat leader, in this case the senior
manager, as a person is the most important toolciange. According to him, the
leader’s spirit, wisdom, insight, compassion, valaad learning skills are all important

capabilities to lead others to embrace change eshesign.

The study found that senior management communidgateéhtent and impact of change
program to all the stakeholders. Frequent meetivgye held with staff to enable them
understand the change process and change commamicaampions who would rally
different departments behind the change prograradalyessing all the concerns of staff
were put into place. More communication was giveroiugh memos, circulars and
internal publications all aimed at over communiegtihe change and giving no room for
speculations or uncertainty among staff. This wamé to be in line with findings of
studies done by Warwick (1997) and Denhardt (199Bpse empirical studies have
supported communication as a tool for successfatesiic change management to reduce

resistance to change.

This study found that managing strategic changanirorganization is not an easy task
and thus delegation of authority and responsibditicases the burden on senior
management. It further found that good delegatenres time, develops people, grooms
successors and motivates people. Delegating caatgects of change management is a
very helpful aid for succession planning, persodalvelopment and seeking and
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encouraging promotion. This contradicts the conchs made by Angst and Karol
(2013) who indicated that the power of making aisien was rather burdensome for a

subordinate and thus not favorable.

Change by its very nature tends to be uncomfortabsuptive and even painful. The
study found that resistance to change was triggbsedincertainty and threats to job
status and security. It is important to note thegt tauses of resistance to change are
consistent with those identified by Kreitner (1992)d Kotter and Schlesinger (1979).
The study furher found that coercion limits emplkesg/echoices and their ability to share
in decision making. Employees working under coercimanagement styles may be
resentful and may choose other employment. Theystemkaled that though coercion is
fast and can overcome any kind of resistance,ntatso be very risky. This agrees with
Ansoff and McDonnell (1990) who argue that if senimanagement apply strong
pressure, the temporary coercion may be effectitethe resistance is natural and will

resurface.

This study found that performance of the bank wassured against its intended inputs
which included both financial and non financial m@@s. The study found financial
measures of performance as profits, return on tnm@sts, return on assets, earnings per
share and non financial measures that includedoowst satisfaction and loyalty,
corporate social responsibility and efficiency. §hesonates with Marangu (2012) whose
findings supported the measure of organizationalopmance as one that shows both
financial function mostly profits announced at #md of every financial year and the

non-financial functioned mainly measured by staéfifare, the company’s participation
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in corporate social responsibility, customer satisbn, efficiency in production and

ability of the company to honor in time its statytobligations

This study found a positive relationship betweeange management practices and the
bank’s performance which had improved greatly anse the increased profits, assets
and customer satisfaction since the implementaifachange. This is consistent with the
observations made by Simpson (2002) who indicdtat what motivates investments in
electronic banking is largely the prospects of miging operating costs and maximizing
operating revenue. It further fund that involvemehtstaff in the change management
program had a direct impact on their productivitg daence the increased performance of
the bank. This concurs with the findings of Appiék010) who states that an
improvement in employees’ performance leads to rapravement in a company’s
performance. Studies by Hambrick and Schecter (1aB® found that strategic change

management enhances organizational performance.
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CHAPTER FIVE: SUMMARY, CONCLUSION AND

RECOMMENDATIONS

5.1 Introduction

This chapter presents a summary of findings, camhs and recommendations. The
findings are summarized in line with the objectiaéghe study which were to establish
the strategic change management practices adopt&tmya Commercial Bank Group

Limited and to determine influence of strategic rap@ management practices on the

performance of Kenya Commercial Bank Group Limited.

5.2 Summary of Findings

The study finds that managers in organizationdas®ming increasingly aware that the
primary difference between organizations that seda@nd those that fail is the ability to

respond to the pace of change, (Ulrich, 1997).r&ations at multiple levels of analysis

between the environment and firm capabilities sHap®ness strategy and performance,
while interactions between strategy and performamcéurn, shape both organizational

capabilities and competitive environments (Burr2€§9).

The study found that successful management ofegfiathange requires organizational
planning and analysis of environment in which thgaaization operates, full and active
senior management support, involvement of all cadfeemployees, proper delegation
and effective communication. Change efforts mustcberdinated by management to
avoid employees getting confused and angry thustrebange. The leaders should

identify all necessary training and provide it.
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The study found a positive relationship betweeatsgiic change management practices
and performance of Kenya commercial bank group téichi The bank has made
significant profits since the implementation of tfeange. The bank is making increased

profits and is meeting its targets as comparectvs/before the change.

5.3 Conclusion

It is evident that strategic change managementstéadincrease with more intensive
environmental changes (Trinh and O'Connor 2000kafd}, financial institutions
experience a great deal of change due to changavinonment. Much of this strategic
change is due to the seemingly inexorable growthainking industry. It is beginning to
change fundamentally the nature of financial serdelivery to the markets. As markets
for banking have grown and reformulated, banks Haeen trying to understand the
effects of the new environment and are under prestureevaluate how they deliver
financial services, find strategies to survive, dmnpetitive and improve profitability
(Murray and Anderson 1996). Moreover, banking tnsittns have come to increasingly
control key markets and heighten the general l®@fetompetitiveness among banks

through effective strategic change managementipesct

5.4 Recommendations

It is recommended that organizations should ndt 'skange to people as a way of
accelerating 'agreement’ and implementation. t®gllichange to people is not a
sustainable strategy for success. When people list@ senior manager 'selling' them a
change, decent diligent folk will generally smiledaappear to accept what is being said,
but quietly to them they are thinking, "I don't dikhis. I've not been consulted or
involved. | am being manipulated. This change Wahefit the directors and owners, not
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me, so actually | won't cooperate, and | mightsteand obstruct this change, in every
way that | can." And that's just the amenable typemore forceful employees will

embark on a more serious transition from ‘gamekséfme’'poachers’.

This study recommends senior management to cleartynunicate the vision, mission
and objectives of the change management efforelp the employees understand how
those changes will affect them personally. The rgarsashould communicate the reasons
for the change in such a way that all employee®rstdnd the context, purpose and need
for change. Communication should be consistentquigat and through multiple

channels.

The study further recommends that delegation dfgemlaspects of the change program
should clearly explain limits of the responsibdigi Poor delegation might cause
frustration and confusion to all parties involveace delegation means transfer of certain
responsibilities and not surrender of authorityrtiker, this study recommends that

successful assumption of authority due to effedtielegation should be rewarded.

It is also recommended that leaders should cheatkpbople affected by the change agree
with, or at least understand, the need for chaagd,have a chance to decide how the
change will be managed, and to be involved in tla@rpng and implementation of the
change. Coercion does not allow employees to shadecision making and this may
make them resentful. Thus, when employees arevedoin the change effort, they are
more likely to buy into the change than resist Quick change prevents proper

consultation and involvement, which leads to diffies that take time to resolve.
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It is also recommended that the managers shouldehop. They are expected to foster
and encourage determination and persistence - ggoiange - encourage ongoing
progress reporting - highlight achieved and futoméestones. Finally the leaders are
expected to make change stick. This is achievaplesinforcing the value of successful
change via recruitment, promotion, and new chaagddrs. This simply means fostering

a change culture.

5.5 Limitations of the study

The study’s limitations included limited time sedide for the research and the limited
scope of study. It would have been interesting ésearch on strategic change
management practices adopted by several commebaiaks and their impact on

performance.

Securing face to face interviews was a challenge wuthe senior managers’ busy
schedules and the limited stipulated time to cauy the research. To counter this,
appointments had to be sought and scheduled, soestoutside the official working

hours.

5.6 Suggestions for further Research

The study suggests further research on the stcatdginge management practices and
performance of commercial banks in Kenyae study will supplement the findings of
this study by providing information on the strengtid weaknesses experienced in the
implementation of strategic change. This reseanehefore should be replicated in other
banks in order to establish whether there is ctersty among them on strategic change

management practices and performance of the banks.
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Additionally, further studies should be carried aubrder to determine performance of
Kenya Commercial Bank Group Limited. This is inatedn to identifying other external
influences over which they have little control ahdw they impact on the bank’s

performance.
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Appendix II: Interview Guide

PART A: GENERAL INFORMATION

1. How long have you worked at KCB group limited?

2. What is your designation and role in the bank?

3. How many years have you been in your current mosit the bank?

PART B: STRATEGIC CHANGE MANAGEMENT PRACTICES

4. What environmental changes is the bank experieficing

5. How have these environmental changes affectedahk™

6. Were you involved from initiation or implementatiohthe changes?

7. Was it necessary to delegate certain aspects ahtnrege management?

8. Was the change communicated to staff in the lowsitions in the organization,
before it was initiated?

9. Was it necessary to use coercion to bring aboutgds?

10.Could you observe resistance to change amongaffé st

PART C: ORGANIZATIONAL PERFORMANCE

11.Do you think involvement of senior management ire tinitiation and
implementation of change reduced resistance togdtabid this have any impact
on any aspect of performance of the bank?

12.What aspect(s) of performance did delegation aHadtto what extent?

13.Why do you think it affected it to that extent?

14.To what extent do you think communication affected change process and

consequently the banks performance?
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15.How do you know it affected performance to thaeex?

16.1n your view, do you think coercion (or lack of it) the change process affected
the banks performance?

17.How was the bank’s performance two years beforetiamge?

18.How has the bank’s performance been since the mmgiéation of the change?

19.1n your view, what other strategic practices infloe bank performance?
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