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Abstract

Poor choice of strategies costs many organizatigti®ns of dollars, On other hand, the good cha€strategy
which is implemented and monitored badly is likedyborn bad results at the end. For example a ghotte of
outsourcing strategy accompanied by lack of furdsupport this program will be futile. This studyught to
examine factors influencing adoption of businesstsgies in financial institutions using a survégommercial
banks in Eldoret Town Kenya. The objectives of 8tigly was to determine the relationship betwesparate
culture and strategic orientation, to assess tHatioaship between industry competition and strateg
orientation, evaluate the relationship betweenussgs and strategic orientation and to examineetlaionship
between organizational structure and strategicitat®n in the Banking Institutions within Eldoteivn.

The study was carried out on all banks in Eldoret five management staff were selected randomim flige
sections within each bank to participate in thedgtand this yielded 75 respondents. The collectd evas
coded and analysed using both quantitative andtgtia¢ techniques with help of SPSS. Inferentialtistics
were used to test the significance of findingstitest and regression analysis.

The findings of this study revealed that thereigmificant relationship between corporate cultunel dusiness
level strategic orientation within the banking secand that organizational structure influence t¢heice and
adoption of business level strategies in the bankistitutions. It also showed a significant coatiEln between
industry competition and strategic orientation dirthlly, resources were found to be a major famfiuencing
the business level strategies in the banking utgiits. The findings will benefit both banks antieat financial
institutions in identifying the factors suitable fausiness performance.

Keywords. SWOT Analysis, Strategic Planning, Strategy MeetiWéprkshops, Benchmarking, Porter's 5
Forces Model, Balance Scorecard, Value chain aisaly®ESTEL analysis, Core Competencies, Scenario
Planning, BCG Matrix, Outsourcing, Change Managearfeagrams, Strategic alliances, Stakeholder mappin

1.0INTRODUCTION

1.1 Background of the study

The choice and use of any strategic tool are inffled by many factors. This includes among othdrs, t
availability of resources i.e. finances, and tinmel @ersonnel required which do vary from one styat® the
other hence making it a fundamental factor deteimgithe choice of strategy. Organization strucisranother
pertinent factor that influences the choice oftsgg. Corporate culture can inhibit or enhancedheice and
implementation of business strategy as well as ger® knowledge and attitude and industry competiti
which sometimes tends to push companies to a@riaia ways to remain competitive.

1.2 Statement of the problem

There are many benefits of proper selection andtibeisiness management strategies in banking tnddshe
importance and perceived benefits of tool usager@ninently high in the banking world. They assist
communication and co-ordination in complex and &slapsituations (Clark, 1997). However, they casoal
complicate information sharing between top and meiddanagement besides being used as a meansximgfle
one’s political power. As a result circumstancedarmwhich tools are employed can sometimes be rubatgd
to achieve managers’ personal objectives.

Although strategy tools are being taught in mangitess schools there is an absence of in-depthmaton
regarding the choice and extent of their usageerdlis a mismatch between practical relevance aadeanic
theory that spurred the curiosity of the researahéhis study to examine the pertinent factorgetihg strategy
adoption in banking environment. In practice, us@es not using strategy tools for the purpose iickithey
have been developed hence research is necessmtaldish reasons behind this revelation.

Furthermore, there is a greater variation in tazlge among banks. Factors leading to variatiotmoinusage in
banking institutions have not been extensivelyaes®ed on in Kenya. This study therefore attempisddress
these issues by analyzing factors believed to &fffecchoice of strategies in banking sector.

1.3 Study objectives

The general objective was to identify pertinenttdes that influence the choice and adoption of hess
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strategies in financial industry in a survey stofiyanking institutions in Eldoret town Kenya.

1.3.1 The Specific Objectivesinclude

This study is guided by the following objectives

1. To assess the impact of corporate culture on chafibeisiness strategies in banking institutions

2. To evaluate the influence of competition in theafinial sector and the choice of business strategies

3. To examine any connection between organizatiorsmiinees and selection of business strategies.

4. To examine the influence of organizational struetoin formulation of organizational strategy.

1.4 Research Hypothesis

The following are research questions that will heveered at the end of the study:-

HO: There is no relationship between corporateuceiland organizational strategies

HO: There is no relationship between finance amdpamy choice of strategies

HO: There is no relationship between resourcessamategic choice in banking institutions

HO. There is no relationship between organizatistraicture and strategy selection

1.5 Significance of the Study

The beneficiary of this study includes the bankstemers and academicians. To banks the findintjshelp

them understand factors that should influence ti@ce and adoption of banking strategies. Customals
benefit from improved management using best styategls by the bank management. Since very littkearch
has been done in this field in Kenya, academiciaiisuse the findings of this study as referenceerial for

further research.

20LITERATURE REVIEW

2.1 Theoretical review

Strategy is seen as a means of direction and sbapéelps to channel the course for organizatioreshieve a
competitive advantage in its changing environm&raditionally, strategy was seen as something dzgtons
have. Recent research on strategy has taken dcptestince as compared to the theoretical stahtgeqoast
(Singer, 2008., Righy and Bilodeau, 2007). Thisxatareflects the critical choices about who to mgoin
strategy, what to do in strategizing activity, amdich strategizing methodologies to use in ordeguale this
activity.

2.2 Strategy

Mintzberg (1994) presented five different pointgefierence for strategy which he labelled the 56 strategy:
plan, ploy, pattern, position, and perspective.t€uiften strategy is seen as a plan or an intexdedse of
action planned and pursued to achieve given outsohewever, organizations may also use strategy ey
to manipulate or distract its competitors. Nonethsl to develop a better understanding of the drect
organizations follow or have been following it i$sesto review the consistency in behaviour. Thigrapch to
strategy is known as strategy as a pattern, it lmarboth intended (deliberate) and unintended (eemtyg
Because organizations operate in different envimms) strategy can often be used as a means tdn riiegc
organization with its environment.

Strategy as a position allows managers to positigganizations in an environment where resources are
concentrated. It is noted that based on this d&finof strategy, “strategy can be compatible veiiter (or all)
of the preceding ones; a position can be reselezteldaspired to through a plan (or ploy) and/craih be
reached, and perhaps even found, through a pattdrahaviour”. Finally, strategy as a perspectieaates that
strategy can also be seen as a concept. When pagjans employ strategy as a perspective, “persgect
shared by members of the organization through timémtions and/or actions” (Mintzberg et al, 200B)
essence, strategy as a perspective is associdtetdimage and sense of direction, namely visiordttis created
or expressed by the leader (Mintzberg et al, 2003.

Looking at strategy from Mintzberg's definitionbecomes clear that strategy formation is compleowéiser,
developing strategy is only the first step, whapgens in the decision making and implementatiogestacan
change the intended direction of strategy.

Ohmae (1982) notes “successful business strateggedt not from rigorous analysis but from a paitc state
of mind.” Even though strategists do not work with@onducting analysis, this is only done to stabelthe
creative process, to test ideas that emerge addtéwmine any strategic implications or to enshesstuccessful
implementation ideas that may otherwise be pooniyiémented.

Accordingly, strategic management can serve asmwitech helps achieve milestones and to clarifyribbt
strategy (O’Shannassy, 2001). Consequently, sisiseshould be familiar with the various conceptsilable to
them and should narrow their focus to a speciflt-siodel that is most appropriate to their situatibnerefore
there is a need to fully analyze a given situatiefore strategic decisions are made, pursue antermnemt
strategic decision, implement adequate planningcgeges and finally when using new business concepts
develop an understanding of them before apply tteeanpractical situation (Porters, 1985).
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2.3 Business Strategies

These strategies and strategic tools are marketirgjegies such as market development and peoetrati
strategies, benchmarking, fact-finding/environmestanning, SWOT analysis, strategic planningté?ta 5
Force Model, Balance Score Card, Value Chain AmnslyBESTEL analysis, Core Competences, Scenario
Planning BCG Matrix, Change Management and prictigtegies. However these strategies are used unde
different circumstances and their usages are infled by various factors which vary from one orgatian to
the other (Porters, 1980). These factors includesthucture of the firm, corporate culture, indystompetition,
finance and time used in formulation of these sts.

It may be argued that while analysis is good, aislglone seldom produces strong strategy. Manaajaitity
to make sense of the information acquired throutdlysis also plays a significant role in strategyelopment.
O’Shannassy (2003) notes that while sense-making moaalways result in action it can influence nmgera’
understanding that action should not be taken ar dhbetter understanding of an event is needeereldre,
sense-making quite often plays a role in the gjiaiteg process

2.4 Banking Strategies

While the mission, vision and general strategyestetnts may vary, most banking strategies tend ioertrate
on resource allocation, growth, employee satisfactincrease in shareholders wealth and custontisfasaion
(Rigby, 2001). The management of these strategeeesma significant difference in the bank’s perfance.
Although some traditional banks enjoy competitidvantage based upon long-standing reputation il tis
quickly being eroded by other banks that have exgiaslly positioned themselves through adequatekatiag
and resource allocation. Bankers must thereforeldeghen to pursue opportunities for profit and whe adopt
traditional business that are mainly geared towhrolsing for corporate customers

2.5 Factor s affecting selection of strategies

The choice and the intensity of use of any stratégdl are influenced by many factors. This inckidenong
others, the availability of resources i.e. financasd time and personnel required which do varynfrane
strategy to the other hence making it a fundamefatetbr determining the choice of strategy. Orgatian
structure is another pertinent factor that infllenthe choice of strategy. Corporate culture cdaibinor
enhance the choice and implementation of busireategy as well as manager’'s knowledge and attiarnte
industry competition which sometimes tends to pr@hpanies to act in certain ways to remain conipetit
O’Shannassy (2003) notes managements’ strategnkitigy abilities originate from instinct and anatgti
understanding regarding the future of the orgaiumatFor banks to achieve its vision and move talsats
strategic intent, a critical requirement for succaad progress is to gain support from sectionatifien the
development and implementation of strategic agtilanks’ management plays a critical role by eimguthat
they survive in an environment where industry cotitipa affects all their activities (Rigby, 2001).

2.3 Conceptual Frameworks

Corporate culture

Industry competition

» STRATEGY

Organization structure

Organizational Resources

Figure 2.1: Factors affecting strategic choice and adoption

3.0 RESEARCH METHODOLOGY

3.1 Research Design

Since the purpose was to determine the factorsinflaence strategic orientation in banking indydnom the
manager’'s perspective quantitative research waadfdo be more appropriate for this study. Descr@ti
research design was adopted in this study anddsatbndary and primary data was used in the study.

3.2 The Population of Study

The target population was bank managers and uhisudy consisted of all banks operating in Elddostn.
The study surveyed bank employees in the managmr&tions.

3.3 Sample Size and Sampling M ethod

This was a survey study of banking institution’snagement staff in Eldoret town and investigatedrthe
perception on factors influencing strategic setecind adoption in their organizations. The surviesll fifteen
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banks in Eldoret town was conducted and five mamege staff from each bank was selected. The five
respondents consisted of the heads of the followawions/ departments: finance/accounts, credileances,
customer service, marketing department and Auding system maintenance. This comprised the elsnoént
study, and 75 section heads were selected and asatudy respondents. However only 60 of the saiple
respondents satisfactorily filled and returnedghestionnaires that used to analyze the study.

3.4 Data Caollection tools and administration

Primary data was collected through oral intervigsgrsonal observations, and self administered stredt
questionnaires served to management staff in varimpartments. Questionnaires were given more esigpha
because of its flexibility and convenience espécitdr those respondents who hardly ever have emdinge
during office hours to attend to non business iss&venty five (75) questionnaires were distridutet of
which sixty (60) were filled and returned to theearcher constituting eighty (80%) percent respoaise

The secondary data was obtained from internal ipatibns, company reports, and manuals end year
publications, personnel manuals and journals. Dauary sources however, mainly served to provide
complimentary information (factual and historicl) the study.

3.5 Data Analysis

There are two types of data that was collected amalyzed namely primary and secondary data. Dat wa
edited, coded then analyzed with help of statisfieekage for social sciences (SPSS). The infexksitatistics
were used i.e. t-test and ANOVA were used to tkst dignificance of the collected data and the rebea
hypothesis. For all likert type questions, Cronta€oefficient Alpha was computed for each itenrehability
coefficient of 0.7 or over was assumed to reflbetinternal reliability of the instruments. Thishiscause likert
type questions are best tested for reliability gs@ronbach’s Coefficient Alpha which combines &k titems
and advises on which item to discard if it doesaagiture what it is intended to capture (Neumaf020

4.0 Findings

4.1.1 Relationship between cor por ate culture and strategic choice

The study revealed that there were various fasttish influence the selection and adoption of sgas in the
banking institutions. The culture of the bank wasajor factor influencing selection and adoptiomatsgies in
the banks. The study revealed that banks usuatly cait SWOT analysis, they have classified thetivities
into various functional departments and they uguadincentrate in their core competent areas. Tidysilso
showed that change management programmes are coimnt@mking institutions and they have increasingly
penetrated new markets to increase their custoreas supported by most of the survey respondents.

The study further discovered that organizationdtuce contributes to resistance to change prograsnme
banking sector. Study also found that organizatioodture leads to adoption of best practices and
benchmarking in their firm. Furthermore, currentdampast culture emphasize the importance and
acknowledgement of stakeholders views and expeotin their organization and that their organoasi
culture gives banks a competitive age over thealrin the industry as supported by most of thepoedents.
However, most of the respondents also disagreddfdhaulating strategic plan is part of their orgaational
culture for many years.

4.1.3 Relationship between resour ces and strategic orientation

Study findings revealed that resources adversdigctathe choice and adoption of business strategieb
inadequate resources hinders banks from to engalgest practices. Most respondents disputed tlalkadility
of qualified personnel are essential in formulatiwinstrategic plans as most banks engage the senat
consultants to conduct environmental analysis awdhdilation of strategic plans. All in all, availétyi of
personnel and finances are critical for producttigyment and diversification of banking serviced products.
4.1.4 Relationship between competition in the industry and strategic orientation

As supported by a majority of respondents, indusynpetition drives the selection and adoption e$tb
practice strategies in banks. Competition has tblmnks to operate in new markets and diversify greducts
and services to diversify risks. Product differatitin strategies have become common in bankingisexiure
many customers and to develop customer loyaltyeim £ompetition. Price variations are in constaa across
financial institutions due to intense competitiohil& formulation of strategic plan is mandatoryaeercome
intense competition in financial sector.

4.1.5 Impact of organizational structure on strategy formulation

The study revealed adoption of change programsgy@atly hindered by organizational structure of fine.
Organization structure has hindered the adoptiobest practices in banks and that classificatiobarfking
activities have been highly impaired by the exptatructure while on the other hand entry of neayets in the
industry is difficult due to the complex structurequired of banking firms. Furthermore this managem
structure always delays the implementation of pgcand other functional strategies. The study redethat
resources required, corporate culture, organizatistructure and industry competition influence theice of
strategy as supported by a majority of study redpots. Further it was established that bankingcpadind
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managers’ attitude are the main factors influendirignsity of strategy use in banking firms as srgd by
most of respondents.

4.2 Conclusion of the study

It was also noted that the culture of the bank thasmain factor influencing selection and adopstmategies in
the branches. The strategies used by the orgams&®@WOT analysis, classification of activities into
departments, concentrating on core competent achasige management programmes and market growth to
increase their customer size. it was noted thatTEESanalysis is not common to aid in formulatingith
operational strategies, but they diversify and mvenew products to remain competitive and thaty the
differentiate their products regularly by way ofibding and repackaging to remain competitive innilaeket.
Most of the firms develop specific products for aifie products for specific customers, conduct netamesearch
and repackage their products regularly to meetlhizging demands of customers. Pricing strategeessed to
attract and retain customers.

The organizational culture has been the major soafaesistance to change programmes being intsatlirc
banks and helps to adopt best practices and bemkimgastrategies. Current and past culture hagtistri
emphasized the importance and acknowledgementkélsblders’ views and expectations in their orgaion
and that their organizational culture is used tm g@mpetitive advantage in the market. Inadequeseurces
have adversely affected the organization to emplest practices in the industry and availabilitygofalified
personnel is not necessary in formulation of sgiatplans since firms hire consultants to assistanducting
both internal and external environmental analyaid product development and diversification is ndijsct to
availability of personnel and finances.

The industry competition has been the driving fdvekind the selection and adoption of best prasticegies
in most banks, competition has forced banks to fpat@enew markets and diversify products to difgnigks.
Product differentiation and rebranding is becommgeasingly used win new clients and gain custoimilty.
Pricing strategies are used to leverage competifidoption of change programs have been greatigidrzd by
the structure of their firm. Organization structwiso hinders adoption of best practices and dieagon of
banking activities into departments or units hagerbhighly impaired by the existing structure whhe entry
of new banks is hindered by complex organizationmcstire. Further it was noted that resources requir
corporate culture, organizational structure andusty competition influence the choice of stratelgginking
policy and the managers attitude were that maitofadnfluencing intensity of strategy use are thetors
influencing the intensity of strategy.

5.3 Recommendations of the study

The study findings were limited to the Banks in d&let Kenya and according to the study there wermws
shortcomings which prompted the following recomnagimhs in regards to the study limitations.

i) Culture should be prevented from being a souraesi$tance to the change programmes

ii) The organisation should hire consultants to agsisbnducting internal and external environmental
analysis

iii) The structure of the organisation needs to be awairgorder for it not to hinder the adoption of
change

iv) The banking policy and the managers attitude shbaldhanged so as not to influence the intensity
of strategy

5.4 Recommendationsfor further study
The study recommends further study to be undertakéailowing research topics;

i) The effects of strategic orientation in financieganisation
i) The importance of in micro financial institution
iii) Factors influencing the choice and selection ofrirss strategies in large business organisations
iv) The methods used to select and implement busitrdsgies in financial organisation
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