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ABSTRACT
The high failure rate in strategy implementation points to the fact that strategy
implementation is not an easy task, and strategic leadership is one of the key drivers of
strategy implementation. The banking sector in Kenya has over the past decade performed
well, a feat attributable partly to effective regulation and partly to effective strategy
implementation in the banks. The study aimed at investigating the influence of strategic
leadership on the effective implementation of strategy in the commercial banks in Kenya. To
achieve this, a positivism philosophical framework was adopted. The research design applied
was causal-explanatory in nature. The main theory adopted for this study is the Strategic
Leadership Theory. The study used both primary and secondary data. Primary data was
collected, using a self-developed, self-administered questionnaire, from a census that entailed
406 respondents comprising the strategic leadership in the 40 commercial banks. The
primary data was collected directly from the respondents using the survey-monkey tool by
sending an email with the questionnaire, tracking the responses and following up with
reminders to the non-responsive respondents. The secondary data was collected from the
Central Bank of Kenya website using the secondary data collection tool. For primary data, a
total of 194 survey responses were received, giving a response rate of 48%.
The study found that each of the seven actions that characterize strategic leadership had
significant influence on strategy implementation in the banks in Kenya. The seven actions of
strategic leadership studies were determining strategic direction, maintaining and exploiting
core competencies, developing human capital, developing social capital, sustaining an
effective organizational culture, emphasizing ethical practices and establishing balanced
organizational goals. The study also examined to what extent environmental complexity
moderated the relationship between strategic leadership actions and the effective
implementation of strategy in the commercial banks in Kenya and found that none of the
constructs of environmental complexity had a significant influence on the implementation of
strategy. The key conclusion of this study is that Strategic Direction and Organization
Controls which explain 37.7% of the variance, significantly influence Strategy
Implementation in the Banks in Kenya, with Core Competencies, Human Capital, Social
Capital, Organization Culture, and Ethical Practices being insignificant.
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Based

on

the

findings,

the

study

recommends

that

banks

should

have

the

vison/mission/strategic intent clearly defined and understood by staff through involvement of
all, use incentive compensation to align action to strategy, facilitate meaning making of
changes to achieve envisioned future through communication, avoid too much commitment
to the status quo and go for change and calculated risks, and hiring CEOs whose personality
is inclined towards strategic change, to determine the strategic direction of the bank.
On core competencies, the study recommends that the banks should encourage sharing of
resources across units in Kenya and outside, build new capabilities into core competencies,
leverage their resources, have core competencies understood at strategy formulation and
emphasized at implementation. On human capital, the banks should leverage human capital
resources to create competitive advantage, involve leaders in the learning experience whether
failure or success, employ effective training and development programs to build the
knowledge and skills to perform leadership tasks, during downsizing the banks should
enhance investment in training and development. On social capital, banks should invest in
strong social capital to enable pursuit of new opportunities while reinforcing existing
advantages, build relational capital which is essential for regionalization and develop
managerial ties.
The study recommends that the banks develop a culture that is unique hence difficult to
imitate, that encourages strategic thinking and pursuit of entrepreneurial opportunities, that is
sensitive to ethical considerations, and that complements its chosen strategy. On ethical
practices, the study recommends the need for mechanisms to reward acts of courage in
reporting wrongdoing, developing codes of ethics that must be enforced, encouraging unit
members to exhibit collective moral emotions and acting collectively ethical, resisting
temptations to act unethically for short term personal benefits, and embracing stakeholders‘
ethical concerns in decision making process. On organization controls, the study
recommends the banks incorporation of sustainability issues in their strategy formulation
process, creating a balance between strategic control and autonomy for the various units, and
use of a strategic tool like Balanced Scorecard to achieve balance between strategic controls
and financial controls.
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CHAPTER ONE
1.0

INTRODUCTION

1.1

Background of the Study

Leadership and strategic management are two widely studied areas in academic literature but
there has not been as much focus on how the two fields combine to influence the
performance of business entities. In particular how leadership influences strategic
management and hence the performance of the business. In the realm of strategic
management, there is more work done on strategy formulation than on the implementation
and control aspects of strategy (Hrebiniak, 2006). Pearce & Robinson (2011) defines
strategic management as the collection of decisions and actions that lead to the crafting and
execution of plans in order to achieve an organization‘s goals. It is the full set of
commitments, decisions, and actions required for a firm to achieve strategic competitiveness
and earn above average returns (Hitt, Ireland, & Hoskisson, 2013).

Lussier & Achua (2007) defines strategic leadership as the ability to think strategically while
maintaning flexibility and working with others to infuse changes that create a sustainable
organization. Strategic leadership when effective helps develop organization goals and then
drives performance to ensure that the goals are achieved. Strategic leadership is focused on
coping with change and this could be achieved in two ways by the organizational leadership.
The first is guiding the organization to deal with change and the second is by providing the
management skill to cope with the ramifications of constant change (Pearce & Robinson,
2011).

Strategy implementation follows strategy formulation. It is viewed as an integral part of the
strategic management process and translates the strategic thoughts into organizational action
in which the organization‘s managers move from ―planning their work‖ to ―working the
plan‖ (Pearce & Robinson, 2011). It turns the formulated strategy into a series of actions that
ensure that the vision, mission, strategy, strategic objectives are achieved as per plan.
Strategy implementation is the more critical component in the strategic management process
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and contributes to superior performance more than the strategy formulation as had previously
been assumed (Kaplan & Norton, 2001a). Without effective implementation, the best-laid
strategies are of little use (Grant, 2008). We are alert to the fact that the ideal combination is
when the strategy formulation is good and the implementation well done. The other extreme
of poorly implementing a poor strategy leads to failure.

Strategy implementation has three facets: leadership implementation, organizational structure
implementation, and policy and resource deployment implementation. Leadership
implementation (specifically strategic leadership) involves coping with change and thus the
process of implementing strategy often requires change especially in current times when the
business world has become more volatile and competitive and leaders are expected to drive
this change (Ehlers and Lazenby, 2004; Kaplan and Norton, 2001). Strategic leadership
guides the organization deal with constant change by embracing change in the leadership
itself. This is by clarifying strategic intent that build their organization and shape their culture
to fit with the opportunities and challenges that change affords, in addition to providing
management skill to cope with the implications of constant change (Pearce & Robinson,
2011). Organizational structure implementation refers to the ability to select the appropriate
strategy and match it with the appropriate organization structure and is considered an
essential characteristic of effective strategic leadership (Hitt & Collins, 2007; Pearce &
Robinson, 2011). Strategy guides structure and not vice versa and restructuring may be
necessary to emphasize and support strategically critical activities, in addition to
reengineering the strategic business processes, down-sizing and self-managing to force
decisions to operating levels (Pearce & Robinson, 2011).

Policy and resource deployment implementation is the third facet. Policies are directives
designed to guide the thinking, decisions and action to guide managers and their subordinates
in the implementation of strategy. The policies created should empower employees by
controlling decisions while providing allowable discretion for operations managers to
execute business activities (Pearce & Robinson, 2011). Resource allocation recognizes four
types of resources – financial, physical, human and technological and it is critical to allocate
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them in such a way that it is aligned to the strategy and supports achievement of strategic
objectives (David, 2001).
Wit & Meyer (2010) distinguish strategy into its three dimensions of strategy process,
strategy content and strategy context. Strategy process refers to the manner

in which

strategies come into existence, essentially concerned with the question of how, who is
involved and when the necessary activities of formulation, implementation and control take
place. The process is not rigid as it can be reevaluated as internal and external factors change
with some components more critical than others, given the feedback loop structure of the
process and its dynamic nature (Pearce & Robinson, 2011). Strategy content refers to the
product of a strategy process and is concerned with the what of strategy. It essentially
identifies what the strategy of the company and its constituent units should be. In the same
vein, strategy context refers to the set of circumstances under which both strategy content
and process are determined and essentially answers the question of where (firm and
environment) the strategy process and content are embedded (Wit & Meyer, 2010).

Research work has shown that failure is more attributable to strategy implementation than to
its formulation yet effort in academia and business schools has put more emphasis on the
strategy formulation than the actual implementation of the strategy partly promoted by the
view that one learns the formulation of strategy in class and experiences the implementation
in practice by doing. Most MBA programs emphasize the conceptual work, primarily
planning and not the doing which entails the strategy implementation (Hrebiniak, 2006).
Strategy implementation was treated in the literature as an activity that follows formulation.
However, Henry Mintzberg (1987) claims that some organisations begin implementing
strategies before clearly articulating mission, goals, and objectives, in which case strategy
implementation actually precedes strategy formulation creating what he terms as emergent
strategies, requiring allocation of resources before the choice of strategies (Mintzberg, 1987;
Mirabeau & Maguire, 2013). Porter (1996) considers strategy to mean ―deliberately choosing
a different set of activities to deliver a unique mix of value‖ while Mintzberg (1978)
indicates that ―emergent strategy‖ - a pattern in a stream of decisions that are realized
despite intentions-as an important component of empirically realized strategies (Mirabeau &
Maguire, 2013).
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Various strategy implementation frameworks have been proposed by researchers and most of
them are based on the concept of fit. Organization strategy cannot effectively be
implemented unless there is consistency between the strategy and each organization
dimension including structure, people, process, and task. Bourgeois and Brodwin (1984)
reviewed and characterized five models of strategy implementation. Since then, the literature
on strategy implementation has advanced little beyond articulating how somewhere between
50% and 80% of strategy implementation efforts fail (Carlopio & Harvey, 2012). The five
distinct basic approaches to strategy implementation are the command approach, the
organizational change approach, the collaborative approach, the cultural approach and the
crescive approach, with a progressive change of the roles played by the strategic leader and
the subordinates. In the command approach, the strategic leader is responsible for the
formulation and hands it to the subordinates to implement, which progressively changes so
that in the crescive approach the leader encourages subordinates to develop, champion and
implement sound strategies on their own. The researchers suggest that commander, change
and collaborative approaches are more appropriate for smaller companies or those in stable
industries while cultural and crescive alternatives are appropriate for the more complex
corporations (Bourgeois & Brodwin, 1984).

Most of the other strategy implementation frameworks have been based on the need for
alignment between the strategy and other organizational dimensions. The McKinsey 7-S
Framework is a model known as the seven elements of strategic fit and highlights the
integration of implementation with other strategic management components. The 7 elements
are strategy, structure (division of tasks as in the organogram), systems (the process and
flow), skills (capabilities of the organization), shared values (by all in the organization), staff
(people in the organization), and style (how management behaves). With the shared values as
the central core of the framework, all seven must fit with one another in order to achieve
successful implementation of strategy (Waterman, Peters, & Phillips, 1980). Lack of
adequate research work on strategy implementation and design of framework has been raised
by a number of scholars (Okumus, 2001). Okumus (2001) identifies 10 variables that
influence implementation of strategy and at the end of which he groups them together and
explains their role in implementation but he dispels the strategic management notion of fit.
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The 10 variables are strategy formulation, environmental uncertainty, organization structure,
culture, operational planning, communication, resource allocation, people, control, and
outcome. Similarly, Pearce and Robinson (2011),

assert that for effective control and

direction of use of a firm‘s resources, mechanisms including organisation structure,
assignment of key managers, leadership styles, information systems, budgeting, rewards and
control systems are essential ingredients for strategy implementation.

Leadership appears as a common variable for the effective implementation of strategy in all
these frameworks that have been developed for strategy implementation. The extensive
research body on organizational leadership has evolved from the trait, behavioral and
contingency approaches to the neo charismatic theories of leadership (House & Aditya,
1997). Bass (1997) discusses the universality in the transformational - transactional
leadership paradigm. Transactional leaders use rewards for positive reinforcement when
standards and objectives are met, while punishment and negative feedback used when
problems occur.

Transformational leaders, in contrast, influence their followers to transcend self-interest and
release their full potential for performance toward the goals of their organization (Bass,
1985).

One such transformational leadership style is strategic leadership. Strategic

leadership has been identified as a key driver to strategy implementation and the lack of it
has similarly been identified as a barrier to strategy implementation (Bossidy & Charan,
2002; Hrebiniak, 2006; Kaplan & Norton, 2001). Strategic leadership can be defined as the
ability to think strategically while maintaning flexibility and working with others to infuse
changes that create a sustainable organization (Lussier & Achua, 2007). Leadership has
variously been defined at the organizational level and designated into operational leadership
and strategic leadership. Strategic leadership when effective helps develop organization goals
and then drives performance to ensure that the goals are achieved. Strategic leadership is
focused on coping with change and this could be achieved in two ways by the organizational
leadership. The first is guiding the organization to deal with change and the second is by
providing the management skill to cope with the ramifications of constant change (Pearce &
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Robinson, 2011). Similarly lack of effective strategic leadership has the converse effect of
failure to achieve the goals the organization sets for itself.
This could in turn have a negative effect on various stakeholders with the staff losing morale,
shareholders losing value, and customers not getting value for money. A firm‘s ability to
achieve strategic competitiveness and a sustained above average earnings is compromised
when strategic leaders fail to respond appropriately and quickly amidst the dynamic global
business environment the organizations face today (Pearce & Robinson, 2011).
According to Hitt, Ireland, & Hoskisson (2013), the five critical identifiable actions that
characterize strategic leadership that positively contribute to strategy implementation are
(1)Determine strategic direction: vision and strategic intent, (2) Effective management of
resource portfolio, (3) Sustain effective organization culture, (4) Emphasize ethical practices,
and (5) Establish balanced organizational goals.

Each of these actions contribute to the effective implementation of the strategy and it is
evident that strategic leaders are involved in each of the actions. Effective implementation of
strategy is therefore anchored on strategic leadership. There is little empirical evidence to
identify the impact of these leadership actions on the effective implementation of strategy
and specifically in the commercial banks in Kenya. Studies along similar lines that the
researcher undertook were carried out by Fourie (2007) and Lear (2012) on listed companies
in South Africa that appeared in the Financial Mail Top 200 companies. Fourie (2007) used a
random sample of directors of the selected companies while Lear (2012) used a sample of top
management team and a cross section of participants from the selected organizations. Both
studies concluded that determining strategic direction was the most important of the critical
leadership actions. In Kenya, Kuchio (2012) studied the role of strategic leadership in
strategy implementation in private universities using Kabarak University as a case study.

This study is on the banking sector in Kenya. The total financial sector share of Kenya‘s
GDP as at 31 December 2015 was 83.27% of which 56.11% was banking net assets, with
pension industry, 13.08%, insurance industry, 7.7%, with SACCOs, 5.27%, and microfinance
assets, 1.12%, which demonstrates that the financial sector in Kenya is dominated by the
banking sector. Total banking sector‘s assets (including microfinance banks) were KES 3.49
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trillion being 56.11% of the nominal GDP of Kenya (KES 6.22 trillion) by end of December
2015 (CBK, 2017).The banking sector in Kenya comprises of 43 commercial banks licensed
under the Banking Act and regulated by the Central Bank of Kenya (CBK). They are licensed
and regulated in accordance with the provisions of the Banking Act and the Regulations and
Prudential Guidelines issued thereunder. Of the 43 commercial banks, 25 are locally
controlled, 15 are foreign (over 50% foreign ownership) and 3 are state owned (over 50%
shareholding by government or state corporation). As at 31 December 2016, of the 43
commerical banks, 3 were not in operation, 1 was under statutory management and 2 were in
receivership. Other institutions regulated and supervised by the CBK include microfinance
banks, forex bureaux and money remittance providers, credit reference bureaux, and
representative offices of foreign banks (CBK, 2017).

Strategic leadership in the banks could be considered to comprise the top management team
(TMT) and headed by the Chief Executive Officer. The CEO is assisted by a management
committee comprising of the heads of department which take different names either as
Management Committee (ManCom) or Executive Committee (ExCo) and in most cases will
be based at the head office for the banks, all of which are located in Nairobi. The size of the
TMT in the bank varies with the size of the bank such that the large banks have larger sizes
of TMTs while the small banks at the other end having a relatively smaller sizes of TMT.
The banking sector in Kenya has shown relatively steady performance on most measures of
performance from return on assets, return on equity, net interest margin, growth in assets,
growth in deposits, growth in profitability (CBK, 2015d). The sector witnessed a period of
bank failures in waves with the first wave in 1986-1989, then in 1993-1994 and latest in 1998
(Waweru & Kalani, 2009).

The period after year 2000 witnessed good performance by the sector which until year 2015
had no reported bank failure. However in 2015, two banks were put under receivership by the
CBK for reasons that were attributed to deterioration in the financial condition of the banks
arising out of failure in corporate governance in the two institutions. In April 2016, another
bank was placed under receivership by CBK for what was described as inability to meet their
financial obligations in the Clearing House. The CBK statement also pointed to failure of
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corporate governance at the institution. The Annual Bank Supervision Reports of the Central
Bank of Kenya (CBK, 2015d) indicate that poor performance amongst peers has generally
been low. Looking at banks in Kenya, the Annual Reports of the Bank Supervision
Department of the Central Bank of Kenya (CBK, 2017) show a fairly stable performance
trend for the period after year 2000 till 2015.
Whereas the good performance could be attributable to regulatory measures that have been
put in place since the banking sector‘s challenging periods of 1980s and 1990s , it could also
be attributable to effective leadership provided by the strategic leaders in the individual
commercial banks in Kenya which may have enabled them to implement the strategies they
had laid out to pursue in the normal strategy setting process. This study was carried out on
the strategic leaders in all the operating commercial banks in Kenya and all the top level
management staff were considered to comprise the strategic leaders as they were directly
responsible and involved in the strategy implementation process in the commercial banks.
The CEO is a member and head of the top management team.

1.2

Problem Statement

Strategy implementation is a key component of the strategic management process. There is a
lot more effort and resources invested by organizations in the formulation process than the
implementation and control of strategy (Hrebiniak, 2006). There are high failure rates
reported which are attributable to failure in the strategy implementation. Various sources
have reported implementation failure rate above 60%. Nohria & Beer (2000) indicate that
about 70% of all change initiatives fail while Mankins & Steele‘s (2005) research suggests
that companies on average deliver only 63% of the financial performance their strategies
promise and even worse, the causes of this strategy-to-performance gap are all but invisible
to top management. A survey of senior managers by the Economist revealed that a
disappointing 57% of the firms were not successful in strategy execution (Allio, 2005).
However, Candido & Santos (2015) find that there is a wide variation in the reported failure
rates in strategy implementation ranging from as low as 7% to as high as 90% with the study
concluding that the 90% is possibly an overestimate and warns against use of such high
failure rates to justify any course of action, whether in research or in management practice.
The high failure rate is nonetheless a pointer to the fact that implementation of strategy is not
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an easy task and one of the key drivers to effective strategy implementation is the existence
of strategic leadership in the organization (Lussier & Achua, 2007).
The banking sector as an economic sector in Kenya has registered comparatively good
performance in Kenya and even in comparison to the banking sector performance in the EAC
member countries from the perspective of most measures of performance. For example,
Ernst&Young (2014) notes that the banking assets in Kenya grew in 2013 by 16% which was
3.3 times faster than the GDP growth of 4.9%. This was the fastest growth in the region as
Uganda, Tanzania and Rwanda achieved multiples of 2.4 times, 2.0 times and 1.6 times,
respectively. Similarly on measures of return on assets, return on equity, efficiency, and
capital adequacy, Kenya‘s banking sector still performs better than her peers in the region
(Ernst&Young, 2014). Whereas the performance could be attributable to regulatory measures
that have been put in place since the banking sector‘s challenging period of 1980s and 1990s,
the other contributory factor could be effective implementation of strategy in the individual
banks.

A review of the Risk Management Guidelines (CBK, 2015b) and the Prudential Guidelines
on Corporate Governance (CBK, 2015a) issued by the Central Bank of Kenya reveal that
little emphasis is placed on Strategy implementation and have no specific provision nor
guidance on the leadership to facilitate implementation of strategy. From policy perspective
therefore there is little attention to the strategy implementation and the role of leadership.
The study addressed this policy gap by establishing the influence of strategic leadership in
the implementation of strategy in the commercial banks in Kenya.
Mapetere, Mavhiki, Nyamwanza, Sikomwe, & Mhonde‘s (2012) study on State Owned
Enterprises in Zimbabwe aimed to explore the link between active leadership involvement
and strategy implementation success using 188 respondents randomly selected from four
State Owned Enterprises, revealed a relatively low leadership involvement in strategy
implementation leading to partial strategy success. The study used two questionnaires, one
for the company top leadership and another completed by full time employees.

Rajasekar‘s (2014) study on the service sector (electricity) in Sultanate of Oman on the
factors affecting implementation of strategy found that leadership is by far the most
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important factor influencing successful implementation strategy in the service sector,
followed by organization culture, organization structure, with information systems the least
important. Interestingly, majority prioritized business ethics to successful implementation of
strategy, showing that to the majority the end does not justify the means.
Cater & Pucko (2010) studied on the activities for and obstacles to strategy implementation
on a sample of 172 Slovenian companies found that managers mostly rely on planning and
organizing activities when implementing strategies, while the biggest obstacle to strategy
execution is poor leadership. This study sent to the bank CEOs (the respondents) a
questionnaire that had been developed and used by Hrebiniak (2005) in his empirical
research. Population was companies registered in Slovenia that had been active for at least 5
years.

Sila & Gichinga (2016) in a case study carried out at JKUAT Main Campus examined the
role of strategic leadership in strategy implementation focusing on three main objectives that
included the influence of organizational culture, strategic communication and strategic
direction in strategy implementation. The research found out that strategic leadership plays a
critical role in the effective implementation of strategy and recommended to strategic leaders
in the public universities to drive the public universities to strategy implementation success if
these universities were to survive and create wealth for all stakeholders.

In addition, other studies have been undertaken to identify the relationship between strategic
leadership actions and performance of the organization, through implementation of strategy
(Fourie, 2007), or strategic alignment (Lear, 2012) based on listed companies in the South
African market and in Kenya, a case study on Kabarak University in which the research was
to establish the role of strategic leadership in the implementation of strategy (Kuchio, 2012).
One criticism of the Fourie (2007) study was sampling directors of the companies under
study while this group of strategic leaders are perceived not to be directly involved in the
implementation of strategy (Lear, 2012). This study attempted to fill that knowledge gap by
defining its unit of analysis as all the top level management members who are regarded as the
strategic leaders and the ones directly involved in the implementation of strategy in the
commercial banks in Kenya.
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These studies on the relationship between strategic leadership and strategy implementation
done by Fourie (2007) and Lear (2012) in South Africa, Mapetere et al. (2012) in Zimbabwe,
Rajasekar (2014) in Sultanate of Oman, Cater & Pucko (2010) in Slovenia, and by Kuchio
(2012) and Sila & Gichinga (2016) in Kenya did not focus on the banking sector and more so
in the Kenyan context which was the case in this study.
Some of these studies distributed physical questionnaires (Sila & Gichinga, 2016; Mapetere
et al., 2012; Rajeskar, 2014; Cater & Pucko, 2010), hence low response rate, while other
studies adopted questionnaires initially developed for a developed market in a developing
country context (Cater & Pucko, 2010). This study addressed this methodological gap
through developing two data collection instruments (primary data and secondary data)
designed for our context and then distributed it to the respondents through electronic means
with capability of electronically tracking at any point in time those questionnaires not
received back yet, and therefore send follow up reminders.

The positive relationship between strategic leadership and strategy implementation in the
high performance entities like commercial banks in Kenya has not to the knowledge of the
researcher been empirically investigated. This study was to interrogate the relationship
between the actions that are characteristic of strategic leadership and the implementation of
strategy in the commercial banks in Kenya. The key theories driving this study are the
Strategic Leadership Theory and its predecessor, the Upper Echelons Theory for the
relationship between strategic leadership actions and strategy implementation and the
Complexity Theory for the moderating effect of the environmental complexity on the
relationship between the strategic leadership actions and strategy implementation.

1.3

General Objective

The general objective of this research was to investigate the influence of strategic leadership
in effective implementation of strategy in the banking sector in Kenya.

1.4

Specific Objectives

The specific objectives of this study were:
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1.4.1 To assess the influence of establishing the organization‘s strategic direction on
effective implementation of strategy in commercial banks in Kenya.
1.4.2. To establish the influence of exploiting and maintaining core competencies on the
effective implementation of strategy in commercial banks in Kenya
1.4.3 To explore the influence of developing human capital on the effective implementation
of strategy in commercial banks in Kenya
1.4.4 To determine the influence of developing social capital on the effective
implementation of strategy in commercial banks in Kenya
1.4.5

To ascertain the influence of organizational culture on effective implementation of

strategy in commercial banks in Kenya.
1.4.6 To analyze the influence of ethical practices on effective implementation of strategy
in commercial banks in Kenya.
1.4.7 To establish the influence of establishing balance in organizational controls on
effective implementation of strategy in commercial banks in Kenya.
1.4.8 To explore to what extent environmental complexity moderates the relationship
between strategic leadership actions and the effective implementation of strategy in
commercial banks in Kenya.

1.5

Hypotheses

The hypotheses to be tested in this study are as follows;
1.5.1 Hypothesis 1
H10:

Determining the strategic direction (SD) in the bank significantly contributes to the

effective implementation of strategy (SI) in commercial banks in Kenya.
1.5.2. Hypothesis 2
H20:

Exploiting and maintaining core competencies (CC) in the bank significantly

contributes to the effective implementation of strategy (SI) in commercial banks in Kenya.
1.5.3 Hypothesis 3
H30:

Developing human capital in the bank (HC) significantly contributes to the effective

implementation of strategy (SI) in commercial banks in Kenya.
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1.5.4 Hypothesis 4
H40:

Developing social capital (SC) in the bank significantly contributes to the effective

implementation of strategy (SI) in commercial banks in Kenya.
1.5.5 Hypothesis 5
H50:

Sustenance of an effective organizational culture (OCu) in the bank significantly

contributes to the effective implementation of strategy (SI) in commercial banks in Kenya.
1.5.6 Hypothesis 6
H60:

Emphasizing ethical practices (EP) in the bank significantly contributes to the

effective implementation of strategy (SI) in commercial banks in Kenya.
1.5.7 Hypothesis 7
H70:

Establishing balance in organizational controls (OCo) in the bank significantly

contributes to the effective implementation of strategy (SI) in commercial banks in Kenya.
1.5.8 Hypothesis 8
H80:

Environmental complexity (EC) moderates the relationship between strategic

leadership actions and effective implementation of strategy (SI) in commercial banks in
Kenya.

1.6

Justification of Study

Given the sighted high failure rate in implementation of strategy (Allio, 2005; Mankins &
Steele, 2005; Nohria & Beer, 2000) and the tendency by top management to consider the
formulation of strategy as more important and therefore delegating the implementation
responsibility to the lower level managers (Hrebiniak, 2006), the study would be important as
it would contribute in building empirical evidence on the effects of leadership at strategic
level and the criteria that impacts on the implementation of strategy and hence firm
performance for the banking sector in Kenya. The study will be useful to the following
constituencies:

1.6.1 Strategic leaders in the commercial banks
This group will encompass the board of directors and the management of the commercial
banks in Kenya. The study will indicate the perceptions of strategic leaders themselves with
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regard to their role in strategy implementation in the commercial banks in Kenya. Besides
investigating the importance and effectiveness of strategy implementation, it would provide
guidance to the leaders on the effective use of specific strategic leadership actions to
positively drive the strategy implementation process.

1.6.2 Central Bank of Kenya (CBK)
The policy arm of the banking regulator will benefit from this study to inform the need to
emphasize the risk management approach to strategic risk management with more emphasis
on the implementation of strategy as opposed to the current emphasis on strategy formulation
and the control aspects. The study will help throw spotlight on the role of strategic leadership
in the implementation of strategy implementation in the commercial banks, and bank
supervision process to review this aspect to ensure effective strategy implementation.

1.6.3 Shareholders in the commercial banks
The shareholders in the commercial banks need to understand the drivers for the success they
have had over the last decade, and the leadership actions expected of the strategic leadership
they vote in place, to deliver the positive results in a sustainable manner. Similar with the
knowledge of the barriers to strategy implementation identified, they are aware of what to
demand of the leadership they put in place as their agents in the commercial bank.

1.6.4 Policy Stakeholders
Other than the regulator, there are stakeholders whom collectively we classify as policy
stakeholders who are responsible for policy formulation that affects the operations of the
players in the banking sector. These would include the National Treasury, Kenya Revenue
Authority, the parliamentarians (Senate and the Lower House), Competition Authority of
Kenya. These constituents would need to understand the drivers of success hence
profitability in the banking business. This would guide the policy formulation process which
if based on the wrong premise may be ineffective in achieving policy objectives.
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1.6.5 Scholars
Given the premise that academia and business schools have a bias towards strategy formula
than they do for strategy implementation, scholars would be keen to see what developments
and fresh insights arise in the area of strategy implementation so as to not only have a
balance across the whole process of strategic management. In view of the fact that strategy
failure is more attributable to failure in strategy implementation than strategy formulation,
scholars would be interested to understand the new insights in the subject matter of strategy
implementation and the drivers and barriers to strategy implementation, and especially in an
industry where little attention has been given to this subject.
The results of this exercise may be generalized for not only other financial services sector
players but other industries or sectors in the Kenyan economy. The generalization could be
extended to apply to the banking sector in the EAC region and even to the developing
economies.

1.7

Scope of Study

The purpose of this study was to examine the relationship between strategic leadership and
organization implementation of strategy and more specifically the extent of the relationship
of the strategic leadership criteria and the effective implementation of strategy in commercial
banks in Kenya. A valid argument can be sustained that the impact of economic and
environmental factors may vary across firms in so far as its effect on the implementation of
strategy is concerned and hence performance. An in-depth study of the economic and
environmental conditions was not carried out as part of this study, as the researcher assumed
that the commercial banks in Kenya are largely exposed to the same economic and
environmental factors and therefore unlikely to have significant impact on the
implementation of strategy across the banks. The entities investigated in this study are
commercial banks licensed in Kenya by the Central Bank of Kenya.

Storey (2005) indicates that most leadership development activities has been directed at the
junior and middle level of organizational leadership, ‗leadership in organizations‘ with little
focus on top level management, ‗leadership of organizations‘ arguing that more attention
needs to be directed at organizational leadership, denoting usage of strategy-level leadership.
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From a hierarchical point of view, this study is focused on the members of the top
management team (TMT) who are considered the embodiment of the strategic leaders of the
institutions under study and who are directly involved in the implementation of strategy. The
TMT includes the CEO. It is this team that is involved in the implementation of strategy in
the banks whose responses are collected for this study.

All the 43 commercial banks licensed in Kenya had their head offices situated in Nairobi and
hence the majority of the top management team were expected to be based in or around
Nairobi. The respondents to the questionnaire who were the members of the top management
team would mostly be based at the head offices in Nairobi, save for say, regional branch
heads who may be based in the regional centers. However the method used for data
collection via email ensures that the respondent is reached wherever he/she is geographically
based.

There were some inherent delimitations to this study. Since only commercial banks were
included in the study, the findings on strategic leadership could not be generalized to other
firms in other sectors and concerns only the commercial banks in Kenya. Since only limited
data was collected, the findings did not explore the in-depth and complex nature of strategic
leadership. Finally, since only the top management team (TMT) were consulted, it is
conceivable that another study which expands the sample to examine the perception of other
levels of management and staff, may yield different results.

1.8

Definition of Terms

The terms used in this study are defined here below:

1.8.1 Core competencies
Core competencies are capabilities that serve as a source of competitive advantage for a firm
over its rivals, which are developed over time as firms learn from the results of the
competitive actions and responses taken during the process of competing with rivals (Hitt et
al., 2013).
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1.8.2 Environmental Complexity
Environmental Complexity is the increased environmental uncertainty and the unexpected
changes of occurrences in an impermanent state (Baburoglu, 1988).

1.8.3 Ethical practices
Ethical practices are defined as practices based on moral standards of what is good or right
behaviours (McCann & Holt, 2009).

1.8.4 Human Capital
Human capital refers to the knowledge and skills of a firm‘s entire workforce (Hitt et al.,
2013).

1.8.5 Organizational Controls
Organizational Controls guide the use of strategy, indicate how to compare actual results
with expected results, and suggest corrective actions to take when the difference is
unacceptable (Hitt et al., 2013).

1.8.6 Organizational Culture
Organizational culture is defined as the complex set of ideologies, symbols and core values,
that are shared throughout the firm and that influence how the firm conducts business (Hitt et
al., 2013).

1.8.7 Resource portfolio
The resource portfolio is defined as including financial capital, human capital, social capital,
and organizational capital (including organizational culture) (Hitt et al., 2013)

1.8.8 Social Capital
Social capital is the goodwill available to individuals or groups whose source lies in the
structure and content of the actor's social relations and its effects flow from the information,
influence, and solidarity it makes available to the actor (Adler & Kwon, 2002).
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1.8.9 Strategic direction
Strategic direction involves specifying the vision and the strategy or strategies to achieve this
vision over time (Hitt et al., 2013).

1.8.10 Strategic Leadership
Strategic leadership can be defined as the ability to think strategically while maintaning
flexibility and working with others to infuse changes that create a sustainable organization
(Lussier & Achua, 2007).

1.8.11 Strategic Management
Strategic management is defined as the collection of decisions and actions that lead to the
crafting and execution of plans in order to achieve an organization‘s goals (Pearce &
Robinson, 2011).

1.8.12 Strategy Implementation
Strategy implementation is the process that turns plans into action assignments and ensures
that such assignments are executed in a manner that accomplishes the plan‘s stated objectives
(Noble, 1999).

1.9

Chapter Summary

This chapter introduced the study, formulated the problem statement and specified the
general objective of investigating the influence of strategic leadership on the effective
implementation of strategy in the banks in Kenya. The study identified the specific
objectives, which are aligned to the seven actions that are characteristic of strategic
leadership, and drew out the hypotheses, which each hypothesis aligned to a specific
objective. After justifying the study through its contribution to building empirical evidence
on the effects of strategic leadership on the effective implementation of strategy, it then
explained the scope and limitations of the study, covering all the 40 commercial banks and
sampling the top management team members in the banks.
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In chapter two, the study will provide the literature review with analyses of the theoretical
frameworks, the conceptual framework and an empirical review of the literature. In chapter
three, the study provides the research methodology giving the overall research philosophy
guiding the study, followed by the research design, analyzing the target population, sampling
design. This is followed by the data collection methods, the research procedure and ending
with the method employed for data analysis. In chapter four, the study does an analysis of the
results and the findings generated therefrom. These are analyzed for all the independent
variables, the moderating variable and the dependent variable. Finally, in chapter five, the
study discussed the results and findings of chapter four, draws conclusions, makes
recommendations and identifies areas for further research.
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CHAPTER TWO
2.0

LITERATURE REVIEW

2.1

Introduction

Strategic leadership is a prime mover of strategy implementation. This chapter reviews the
concepts of strategic leadership followed by the theoretical framework on strategic
leadership. The critical criteria of strategic leadership incorporating the six specific actions
that characterize strategic leadership are analyzed. The theoretical framework on strategy
implementation is then analyzed followed by the empirical studies on the influence of
specific actions of strategic leadership on the organization‘s performance. This is followed
by an analysis of the conceptual framework for this study. The study has been anchored on
Strategic Management as the base theory and in particular the strategy implementation
component of strategic management. Strategic leadership as a key driver of strategy
implementation is reviewed upfront. The Chapter is organized such that Section 2.1 is the
introduction while Section 2.2 provides the theoretical frameworks, Section 2.3, the
conceptual framework and Section 2.4 covers the empirical review of literature. The
conclusions for the chapter are in Section 2.5.

2.2

Theoretical Frameworks

Sanders and Davey (2011) provide the major leadership theories in a chronological order of
evolution in the literature classified in the following categories: trait theories, behavioral
theories, contingency theories, transactional theories, and contemporary (transformational)
theories. The earliest leadership theory, in late 19th to mid-20th century, the trait theory
focused on differing categories of traits or characteristics possessed by leaders believed to be
causal in the performance of leaders.

A synthesis of these leadership theories indicates at least three elements essential for
leadership effectiveness namely task focus, people focus, and development focus (Sanders &
Davey, 2011). From a strategic management point of view, organizational effectiveness is
defined by the alignment of organizational composite outputs to the demands of the
environment to achieve competitive advantage and strategic leadership is the prime mover of
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these outputs.

Though unable to explain fully the causal relationship to leadership

effectiveness, the traits do serve as antecedents of leader behavior (Sanders & Davey, 2011).
Dissatisfaction with the traits theory led to behavioral theories (House & Aditya, 1997) that
focused on what leaders did to actuate results, as the causal agent in influencing followers,
but did not explicitly reject a reciprocal relationship. While these behavioral theories
substantially improved explanation and prediction of leadership outcomes, situational
elements were not adequately captured, particularly for identifying leader behaviors most
effective in particular situations, hence the emergence of contingency theories (House &
Aditya, 1997). In the contingency theories, the contingency variables in a particular situation
serve as moderators of leader behaviors to increase leader effectiveness (Sanders & Davey,
2011). Contemporary theories of leadership primarily deal with organizational changes
extending transactional theories beyond leader-subordinate exchange process to incorporate
change of the follower hence change of organization (Sanders & Davey, 2011).

Boal and Hooijberg (2000) discuss the evolution of strategic leadership theories in the
following categories: upper echelons theory, new leadership theories (charismatic,
transformational and visionary) and the emergent theories of leadership. House and Aditya
(1997) indicate the shift in mid 1980‘s away from the study of supervisory leadership
towards the study of strategic leadership initially centering on the Upper Echelon Theory
(Hambrick & Mason, Upper Echelons: The Organization as a Reflection of its Top
Managers, 1984) and the study of top management teams and the new leadership theories.

Supervisory theories of leadership focus on behaviors of leaders in providing feedback to
subordinates, while strategic leadership theories focus on the creation of meaning and
purpose for the institution (House & Aditya, 1997). In essence supervisory theories of
leadership are about leadership ―in‖ organizations while strategic leadership theories are
concerned with leadership ―of‖ organizations and focuses on the people with overall
responsibility for the organization including not only the Chief Executive Officer but the top
management team as well (Boal & Hooijberg, 2000).
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2.2.1 Upper Echelons Theory
Elenkov, Judge, & Wright (2005) indicate that in the 1970s and 1980s there was considerable
divergence of opinion on the impact of leadership on performance with sceptics on one hand
contending that leadership behaviors influenced organizational performance less than
environmental or organizational factors (Hannan & Freeman, 1977), while proponents
maintained that leaders‘ attitudes had a significant impact on organization performance
(Thomas A. B., 1988). It is in response to this skepticism that Hambrick and Mason (1984)
came up with the Upper Echelons Theory, the precursor to Strategic Leadership Theory.

The Upper Echelons Theory is attributed to a seminal paper presented by Hambrick and
Mason in 1984 which states that strategic choices and business performance are dependent
on the characteristics of dominant actors within an organization and in particular the top
management team. The background characteristics are broadly classified as psychological
(cognitive base, values) and observable characteristics (age, education, functional tracks,
other career experiences etc) (Hambrick & Mason, 1984). The theory suggests that
organizations are reflections of the top management team‘s cognition and values and
organizational outcomes – strategic choices and performance levels are partially predicted by
managerial background characteristics i.e. reflection of the values and cognitive bases of
powerful actors in the organization. The theory argues that individual psychological factors
and observable experiences affect strategic choices, which in turn, affect performance
(Finkelstein & Hambrick, 1990).

The amounts of discretion enjoyed by the top management team will moderate the
relationship between strategic choices and organizational outcomes, where the more
discretion, the greater the impact of choice on the outcomes (Boal & Hooijberg, 2000). The
Upper echelons research has recognized that the extent to which top managers matter to
organizational outcomes depend on how much discretion (latitude of action) is availed.
Discretion refers to absence of constraints to decision making amidst many plausible
alternative courses of strategic action, where managers with more discretion are more likely
to realize their original intentions and vice versa (Finkelstein & Hambrick, 1990; Elenkov et
al., 2005).
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Upper echelons theory suggests that the specific knowledge, experience, values, and
performance of top managers influence their assessment of the environment and thus the
strategic choices they make (Boal & Hooijberg, 2000). The later expansion of the Upper
Echelons Theory into Finkelstein & Hambrick‘s (1996) Strategic Leadership Theory
examines the psychological make-up of the top manager and how this influences information
processing and strategic decision making.

Upper Echelons Theory has been criticized for not directly studying actual strategic
leadership behavior. Priem, Lyon, & Dess (1999) raise issues on the use of demographic
indicators as proxy for strategic leadership behaviors. Data on demographic characteristics is
easy to collect hence the temptation to use it as proxy. They argue that most studies linking
strategic leadership behaviors (independent variable) to performance (dependent variable)
have used demographic characteristics for strategic leadership behaviors and these are
limited by the intrinsic trade-offs which sacrifice construct validity for measurement
reliability. These fundamental questions about the meaning and construct validity of the use
of demographic variables in strategic leadership theory led Boal and Hooijberg (2001) to
question whether, in its current form, strategic leadership theory should even be considered a
theory of strategic leadership. Despite awareness of limited usability of demographic proxies
for strategic leadership, there is still no alternative theoretically derived measure for strategic
leadership (Duursema, 2013).

The upper echelons research has also recognized that sometimes top managers matter to a
significant extent to organizational outcomes, at one extreme, sometimes not at all, at the
other extreme, and often are somewhere in between, depending on the level of discretion or
latitude of action, is afforded to them (Elenkov et al., 2005). Discretion is defined as the
absence of constraints to decision making and when there are many plausible alternative
courses of strategic action. The more the discretion, the more likely it is that top managers
are likely to realize their original intentions and vice versa.
Upper Echelons Theory (Hambrick & Mason, 1984) which evolved into Strategic Leadership
Theory (Finkelstein & Hambrick, 1996) suggested that firm performance (Return on assets,
Return on equity, Return on Investment, Sales) was the proper dependent variable while
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others have focused more on firm level behaviors such as strategic orientation, strategic
change, and strategic persistence . The top management team forms the unit of analysis as
this dominant coalition acts as a decision making unit for the organization (Elenkov et al.,
2005).

Most studies on upper echelons theory have been conducted in western, developed
(predominantly the United States) economies and it is thus unknown and relatively
unexplored just how strategic leadership behaviors vary throughout the rest of the world. The
upper echelons perspective has provided good theoretical and some empirical arguments for
the central role of strategic leadership but our understanding is still lacking in significant
ways (Elenkov et al., 2005). In essence, the upper echelons theory underscores the notion
that it is the experiences, values, and personalities of the dominant actors (leaders) that
influence their leadership styles. In this study, the unit of analysis is all the top level
management members who are regarded as the strategic leaders and the ones directly
involved in the implementation of strategy in the commercial banks in Kenya. Their
leadership actions will be influenced by their experiences, values and unique personalities.

2.2.2 Strategic Leadership Theory
Strategic leadership theory evolved from Hambrick and Mason‘s (1984) Upper Echelons
Theory with the objective of investigating how the top management ranks influence strategic
decision-making (Finkelstein & Hambrick, 1996). This study is anchored on the Strategic
Leadership Theory as it studies how the top leadership influence strategic decisions such as
those that lead to the effective implementation of strategy in the commercial banks. Carter
and Greer (2013) indicate that a high proportion of scholarly work over the past thirty years
has been directed towards the analysis and comparison of different leadership styles, most of
which has dealt with charismatic, and transformational and transactional leadership, with a
more recent focus on styles and approaches such as authentic, servant and responsible
leadership putting a spotlight on the influence of leadership styles on performance outcomes.
The argument is raised that most of this research has put emphasis on the leadership styles of
lower level management ranks and the influence of the leadership style on the performance
of the team units within the organization instead of the research being in the context of
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strategic leadership and its influence on the overall organization performance in meeting
stakeholder expectations. They indicate the paucity of research on the relationship of
strategic leadership with organizational performance (Carter & Greer, 2013).

The new leadership theories focus on the charismatic, transformational and visionary
leadership theories and tend to highlight the interpersonal processes and relationships
between the leader and the follower (Boal & Hooijberg, 2000). Theories of charismatic
leadership emphasize the personal identification of the followers with the leadership. Boal
and Hooijberg (2000) indicates two forms of charisma: visionary and crisis responsive,
where visionary charisma creates a world intrinsically valid for the follower, in which
behaviors are linked to core values, purposes and meanings through articulation of vision and
goals while crisis responsive charisma creates a world that is extrinsically valid , in which
outcomes are linked to behaviors. The charismatic leaders rely upon the impression
management techniques of exemplification and self-promotion to maintain their charismatic
identity (Boal & Hooijberg, 2000). The followers need not interact with the leaders, they may
not even be in contact and may interact at some distance, removed from the leader (Waldman
& Yammarino, 1999)

Hitt et al. (2013) view transformational leadership as a style of strategic leadership and even
consider it as the most effective strategic leadership style, which entails motivating followers
to exceed expectations, continuously enriching their capabilities and placing the
organization‘s interest above their own. Transformational leaders develop and communicate
a vision and formulate strategies to achieve the vision by continuously encouraging followers
to strive for higher levels of achievement (Hitt et al., 2013).Visionary leadership is future
oriented, concerned with risk taking and visionary leaders are not dependent on the
organization for their sense of who they are. Visionary leaders maintain organization control
through socialization and the sharing of, and compliance with, a commonly held set of
norms, values and shared beliefs (Rowe, 2001). While House and Aditya (1997) treat
charismatic, transformational and visionary theories of leadership virtually interchangeably,
Boal and Hooijberg (2000) think that substantial differences exist between them in terms of
level of analysis and the choice of dependent variables.
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Pawan and Eastman (1997) suggest that the content of strategic leadership theories and
transformational leadership theories are the same, they only differ in process and effect on
followers, making the identification of the dependent variables influenced by strategic
leadership critical. They argue that proponents of strategic leadership do not explicitly
address aspects of raising followers to higher levels of needs or bonding individuals and
collective interests and thus transformational leadership can be regarded as a specific form of
strategic leadership where focus is on shaping organizational form and process to attain
greater effectiveness. Transformational and charismatic leadership are subsets of strategic
leadership and they are delimited by the additional features that characterize the charisma
building (such as impression management) and transformational (such as building of
individual and collective interests) processes (Pawar & Eastman, 1997).

Activities characteristic of strategic leadership include making strategic decisions, creating
and making a vision for the future, developing key competencies and capabilities, developing
organization structures, process, and controls, managing multiple constituencies, selecting
and developing the next generation of leaders, sustaining an effective organization culture,
and infusing ethical value systems into an organization‘s culture (Boal & Hooijberg, 2000).
Boal and Hooijberg (2000) advance Hambrick‘s (1989) argument that strategic leadership
occurs in an environment embedded in ambiguity, complexity, and information overload and
increasingly becoming hyper-turbulent and thus suggest that the essence of strategic
leadership is the creation and maintenance of absorptive capacity (ability to learn) and
adaptive capacity (ability to change) coupled with managerial wisdom (discernment and
capacity to take right decision at critical moment).

Rowe (2001) identifies strategic leaders as a synergistic combination of a managerial leader
and visionaries. Rowe (2001) notes that managerial leadership involves stability and order,
and the preservation of existing order such that managerial leaders are more comfortable
handling day-to-day activities while being short term oriented. Most organizations and
especially diversified business organizations and even government by virtue of their
structure, train their people to be managerial leaders, which lead to the imposition of
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financial control system enhancing the use of managerial leadership and curtails visionary
and strategic leadership.

Managerial leaders have an impersonal, passive attitude towards goals as they arise out of
necessity rather than desires or dreams and deeply embedded in the history and culture of the
organization (Zaleznik, 1992). Managerial leaders need order, not the chaos characteristic of
human relations and see themselves as responsible for conservation of current state of
organization‘s affairs and order, and are sensitive to the past. They are mainly involved in the
day-to-day activities and more comfortable with their functional areas of responsibilities
where their expertise lies. They are more likely to make decisions that are not subject to
value-based constraints due to such pressures as being financially controlled as they focus on
financial performance in the short term. Managerial leadership can be likened in some ways
to transactional leadership (Rowe, 2001). Rowe (2001) observes that whereas organizations
need managerial leaders, too many organizations are led by managerial leaders and they do
not create wealth, as they at best maintain the wealth created but may be a source of wealth
destruction in the long term if they are the predominant leadership type.

Visionary leaders have attitudes towards goals that are opposite to those of managerial
leaders, being more proactive in shaping ideas as opposed to being reactionary and usually
exert influence in a way that determines the direction the organization takes, working with
high risk positions, seeking out risky ventures especially when the rewards are high (Rowe,
2001). They work in, but do not belong to, organizations as their sense of who they are does
not depend on their work, role, or membership but on their created sense of identity, which
may result from major events in their lives (Zaleznik, 1992). They embed themselves in
complexity, ambiguity, and information overload, their task being multifunctional have a
much more complex integrative task, hence end up knowing less than their functional area
experts about each of the several areas they are responsible. Visionary leadership is futureoriented, concerned with risk taking and visionaries are more likely to make decisions based
on values. Organizational control is maintained through sharing of and compliance with a
commonly held set of norms, values and shared beliefs, in some sense similar to the
inspirational component of transformational leadership (Rowe, 2001).
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Rowe (2001) observes that organizations need visionary leadership to ensure their long term
viability but organizations led by visionaries without the constraining influence of
managerial leaders are more in danger of failing in the short term than those led by
managerial leaders and proposes the solution to be a combination of managerial leaders and
visionaries to lead organizations with visionaries having more influence than managerial
leaders (Kotter, 2001).

Rowe (2001) argues that a better solution is to have an individual who can exercise both
managerial and visionary leadership, despite Zaleznik‘s (1992) argument that leaders and
managers are different and at opposite ends of a continuum and no one individual can
exercise both types of leadership simultaneously as the individual ends up in the center and
able to exercise neither style of leadership. Rowe (2001) puts a case for strategic leadership
where the two organizational mindsets (managerial and visionary) co-exist but with visionary
being more influential than managerial and argues that an organizational will be more viable
in the long run and better able to maintain its financial stability in the short term, if strategic
leadership is prevalent in the organization.

Rowe (2001) identifies strategic leaders as a synergistic combination of a managerial leader
(who never stop to dream) and visionaries (who only dream) in that they dream and do
something about their dreams and argues that a strategic leader would probably create more
wealth than a combination of a visionary leader and a managerial leader because the
synergistic combination enhances the long term viability while maintaining the short term
financial stability. Managerial leaders maintain existing order and do not invest in
innovations that would change the organization to enhance its wealth in the long term while
visionary leaders want change and innovation to enhance long term viability of the
organization and if not constrained by the managerial leadership could make an investment
that could destroy the organizational wealth in the short term (Rowe & Nejad, 2009).

Strategic leaders emphasize ethical behavior and will oversee day-to-day operating and longterm strategic responsibilities by formulating and implementing strategies for immediate
impact while preserving long term goals to enhance growth, survival and viability of the
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organization. They use financial controls and strategic controls with emphasis on the later
(Rowe, 2001). Rowe (2001) argues that managerial leaders need to bear with those who are
visionary leaders and strategic leaders as they create chaos, destroy order, take risks pushing
managerial leaders from their comfort zones and recommends that strategic leaders need to
include managerial and visionary leadership and utilize their skills, knowledge, and abilities
to enhance long term viability and short term financial stability.

The emergent theories of leadership explore behavioral and cognitive complexity as well as
social intelligence and how they influence leadership efficacy and effectiveness. Boal and
Hooijberg (2000) argue that the emergent leadership theories will extend the understanding
of what they consider to be the three cornerstones of strategic leadership; the capacity to
learn, the capacity to change and managerial wisdom. Leadership effectiveness hinges on
three factors: behavioral complexity/capacity, cognitive capacity, and social intelligence.

Behavioral complexity refers to the leader performing multiple leadership roles hence not
only needing a large behavioral repertoire but also the ability to select the right roles for the
situation. It is the notion of repertoire and selective application that Boal and Hooijberg
(2000) calls behavioral complexity. Cognitive complexity is premised on the assumption that
cognitively complex individuals not only process information differently but perform certain
tasks better than cognitively less complex individuals because they use more dimensions to
distinguish between stimuli and hence identify more commonalities in these dimensions
(Boal & Hooijberg, 2000).

Cognitive capacity implies the mental processes used to digest information and make
conclusions and decisions and take action. It is the raw mental power that enables a person to
sustain increasingly complex mental processes (Jacques, 1989).Boal and Hooijberg (2000)
contend that leaders need important interpersonal skills as empathy, motivation, and
communication in addition to the cognitive skills. The appropriate application of these skills
requires a thorough understanding of one‘s social setting, a phenomenon that has been
referred to as social intelligence. Understanding the moods and emotions of important
stakeholders helps leaders decide which strategies might work or how the strategies should
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be presented and conveyed. A key component of social intelligence that contributes to
effective leadership is the ability to differentiate emotions in self and others (Boal &
Hooijberg, 2000).

Strategic Leadership Theory has been criticized for not directly studying actual strategic
leadership behavior. Priem et al. (1999) raise issues on the use of demographic indicators as
proxy for strategic leadership behaviors. Data on demographic characteristics is easy to
collect hence the temptation to use it as proxy. They argue that most studies linking strategic
leadership behaviors (independent variable) to performance (dependent variable) have used
demographic characteristics for strategic leadership behaviors and these are limited by the
intrinsic trade-offs which sacrifice construct validity for measurement reliability. These
fundamental questions about the meaning and construct validity of the use of demographic
variables in strategic leadership theory led Boal and Hooijberg (2001) to question whether, in
its current form, strategic leadership theory should even be considered a theory of strategic
leadership. Despite awareness of limited usability of demographic proxies for strategic
leadership, there is still no alternative theoretically derived measure for strategic leadership
(Duursema, 2013).

There are several strategic leadership models based on the strategic leadership theory, with
each model having a number of components, elements or characteristics of strategic
leadership. One of these models, is the Ireland and Hitt strategic Leadership Model which
was adopted for this study and is discussed below:

2.2.2.1 Ireland and Hitt Strategic Leadership Model
A strategic leadership model was developed based on the six characteristics of 21st century
strategic leadership in which achieving and sustaining a competitive edge is dependent on the
employees (Ireland & Hitt, 2005). Strategic leaders should see employees as a critical
resource and core competence and it is seen as a critical role of a strategic leader to drive the
institution and create the willingness, supportiveness and empowerment within the teams in
the institution. Ireland & Hitt (2005) proposed a 6-key model for effective strategic
leadership that would make strategic leadership effective in the contemporary times.
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Ireland & Hitt (2005) suggests that setting the strategic direction entails the development of a
long term vision in the 5 to 10 year horizon into the future. The core competencies comprise
the functional capabilities of the organization and a strategic leader makes decisions that help
the organization develop and nurture the core competencies in order to improve company
performance. Human capital is the knowledge and skills of a firm‘s entire workforce or
citizenry.

Emphasizing Ethical
Practices

Determining
Strategic
Direction

Establishing Balanced
Organizational Controls

Strategic
Leadership

Exploiting and
Maintaining Core
Competencies

Sustaining an
effective
Organizational
Culture

Developing Human
Capital

Figure 2.1 Ireland & Hitt‘s Strategic Leadership Model
Source: Ireland & Hitt (2005)
Strategic leaders view organizational citizens as a critical resource on which are built many
core competencies through which competitive advantage are exploited successfully. Culture
provides the context within which strategies are formulated and implemented and because it
influences how the firm conducts its business as well as methods used to regulate and control
behaviors, culture can be a competitive advantage.
Ethical practices serve as moral filter through which potential courses of action are evaluated
and strategic leaders use honesty, trust and integrity as foundation for their decisions.
Displaying these qualities inspires the employees and develops an organizational culture in
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which ethical practices are the behavioral norm. Finally, organization controls are the formal,
information-based procedure used to frame, maintain, and alter patterns of organizational
activities, in which controls influence and guide work in ways necessary to achieve
competitive advantage. Effective top managers seek to develop and use a balanced set of
strategic and financial controls.
This study adopts the above model of Ireland & Hitt (2005) in order to develop an
understanding of the prerequisites of strategic leaders in order to effectively execute the
chosen strategy. Effective strategic leaders are those who display specific key behaviors that
enable the organization stay the strategy focused route through a deliberate effort on effective
execution. This model thus informs this study on the importance of the strategic leaders
determining the strategic direction of the organization and leveraging on the core
competencies in the organization to achieve effective implementation of the chosen strategy.
The model informs the study on the importance of strategic leadership in developing human
capital, sustaining an effective organizational culture, emphasizing ethical practices while
maintaining a balance between strategic and financial controls.
2.2.3 Complexity Theory
Complexity theory is a collection of theories but the key thread of the theory is that our world
is not only subjective but arises out of our interactions with each other and with our
environment (Keene, 2000). This implies that our reaction and the consequent results are
subjective to the environment in which these actions are made. Cunha & Cunha (2006) view
complexity theory as one that synthesizes elements of the planning approach to strategy and
elements of the learning approach to strategy and integrates the internal/equilibrium focus of
the planning approach with the external/disequilibrium emphasis of the learning approach.
Therefore as complex adaptive systems, organizations are sensitive to their environments and
respond to these environments in a co-evolving manner. Complex environments call for both
planning and creativity; forces that have often been seen as contradictory (Smith & Graetz,
2006).
Complexity theories have become helpful in understanding the management of businesses in
as complex adaptive systems in turbulent environments (Mason, 2008). Chaos and
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complexity authors argue that traditional strategy formulation and hence its execution can be
condemned to ineffectiveness when the environment is turbulent (Tredinnick, 2009). Authors
have identified the strong interconnectedness between complexity theory and systems theory
where the principles and laws of systems theory hold for complexity theory as well. A
difference between systems theory and complexity theory lies in the latter‘s acceptance of
perspectival observation and the importance of relationships as a relevant unit of analysis
(Smith & Graetz, 2006).
Mason (2007) laments the difficulty of establishing the causation between the environmental
variables and management action in view of the fact most of the actions by the leader may
not directly relate to the entropy in the environments. The leaders are expected to have a
superior of the organization weaknesses and strengths and come up with strategies in
response to changes, irrespective of environmental condition (Mason, 2008). The more
complex the system the more problematic the adaptation to the changing environment which
means that that it becomes more difficult to plan and predict using the information (Turner &
Williams, 2005). Smart (2003) studying educational institutions shows that the effectiveness
of the leaders and their organizations is positively related to the complexity of the leaders‘
actions and their ability to appropriately respond to changing external environment.
Complexity theory applies to this study by putting into context the moderating effect of the
external environment on the strategic leadership actions in the strategy implementation of the
organization. Complexity theory is relevant to strategic leadership in view of their role in
confronting competition and creating resilient organizations especially in the current complex
and fast changing environments (Boal & Shultz, 2007).
2.3 Conceptual Framework : Strategic Leadership in Effective Implementation of
Strategy
Conceptual framework comprises the functions and the relationships under study in the
research process which gives a theoretical overview and order in which the research and
testing of hypotheses are carried out (Leshem & Trafford, 2007). The relationships are often
presented visually in a flowchart, web diagram or other type of schemata. Conceptual
frameworks provide theoretical clarification of what is being investigated by the researcher
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enabling the reader to be clear on the objectives (what) and the process (how) the researcher
seeks to employ (Leshem & Trafford, 2007).
The two most common variables in a conceptual framework are the independent and the
dependent variables, where the independent variables represent theorized explanations for
changes in outcomes of the study while the dependent variable represent what the theory
hopes to explain. Effective implementation of strategy which entails the attainment of the
strategic objectives is the dependent variable, while the seven critical actions that
characterize strategic leadership comprise the independent variables. The actions
characteristic of strategic leadership used in the conceptual framework were adopted from the
Ireland and Hitt‘s (2005) Strategic Leadership model. The seven actions are; strategic
direction, core competencies, human capital, social capital, organizational culture, ethical
practices, and organizational controls.
The dependent variable essentially entails the attainment of the strategic objectives the firm
sets out to achieve. Attainment of strategic objectives can be measured using the Balance
Scorecard metric which combines four perspectives to facilitate measurement of
performance. The Balanced Scorecard integrates current financial performance with lead
indicators of future performance. The Balanced Scorecard includes financial measures that
tell the results of actions already taken which are complemented by operational measures on
customer satisfaction, internal processes and the organization‘s innovation and improvement
activities and these operational measures are the drivers of future financial performance
(Kaplan & Norton, 1992). The Balanced Scorecard allows managers to look at a business
from four perspectives namely: financial (concerned with profitability, growth and
shareholder value), customer (concerned with how the company‘s products or services
contribute to creating value for the customer), internal business processes (concerned with
priorities for the various processes that create customer and shareholder satisfaction), and
learning and growth (concerned with the firm‘s creation of a climate that supports change,
innovation and growth) (Kaplan & Norton, 1992).
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Independent Variables
H10

Strategic Direction
H1a

H20

Core Competencies

Human Capital

Moderating Variables

H2a

H30

Environmental Complexity
Factors

H3a
H80
H40
H8a

Social Capital
H4a

Organizational Culture

Dependent Variable

H50

Strategy Implementation

H5a

Ethical Practices

H60
H6a

H70

Organizational Controls

H7a

Figure 2.2 Conceptual Model: Strategic Leadership in Effective Implementation of
Strategy
For the financial perspective, the measure used is the Return on Assets. This is a measure of
financial performance that has been most widely used in strategy research (Lee & Miller,
1999). Return on Assets is often used as a measure of bank profitability in performance
analysis (Borio, Gambacorta, & Hofmann, 2015). For the customer perspective,
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measurement was on loan processing time, quality and price of services and availability of
alternative distribution channels. For the internal business process perspective, measurement
was on proportionate revenue on new products, service delivery through alternative
distribution channels, and cost/time/quality mix to produce superior service to the existing
customers. For the learning and growth perspective, measures of employee satisfaction,
retention, and productivity, the information system capabilities, and employee motivation
were used.
In addition, there are other factors which are not within the control of the leaders but which
none the less affect the dependent variable, and these are identified as moderating variables.
Boal & Hooijberg (2000) indicate Hambrick & Finkelstein‘s (1987) assertion that the amount
of discretion enjoyed by top managers will moderate the relationship between their strategic
choices and organizational outcomes, so that the greater discretion the more impact the
leader‘s choices have on the organization‘s outcomes. The discretion variable would
incorporate environmental constraints, organizational factors and individual differences
hence treated as an objective phenomenon as opposed to a subjective perception. Hunt and
Osborn (1982) recommend the simultaneous examination of multiple factors by developing a
constellation of discretionary profiles. The mere presence of one moderator variable may be
offset by the presence of another variable and thus a real understanding of the moderating
impact requires the simultaneous examination of multiple factors. Discretionary leadership is
assumed to be generated by variations in the environmental and organizational factors (macro
variables). The macro variables measured by Hunt and Osborn (1982) were environmental
complexity, contextual complexity (size, technological sophistication and variability) and
structural complexity.
In this study, the macro variables relating to environmental complexity that were controlled
for were changes in the regulatory environment, legislative changes, actions by the other
players within the industry (competition), macroeconomic factors (changes in inflation,
exchange rate and interest rates in the market), and impact of global issues on the banking
sector (quantitative easing in the US, increase in international price of oil, collapse of world
commodity prices, and the Brexit decision).
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2.3.1 Operational Framework
In this study the constructs were measured by use of composite variables. Constructs are the
unobserved or latent variables and this study conceptualized nine (9) latent variables. Fifty
eight (58) composite variables were used to measure the latent variables. The definitions and
the relevant literature sources are provided in the Construct Measurement Matrix in
Appendix 2. This study focused on seven variables representing actions that are
characteristic of strategic leadership and these are strategic direction, core competencies,
human capital, social capital, organizational culture, ethical practices and organizational
controls. Strategy implementation was used as the dependent variable.
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Independent Variables
Strategic Direction:





Define mission/vision/strategic intent
Facilitating meaning making
No commitment to status quo
Incentive compensation

Core Competencies:






Sharing of resources
Leveraging resources
Core competencies emphasized
Resources allocated to capability
building

H10
H1a

H20

Moderating Variables

H2a

Environmental Complexity Factors
Human Capital:




For competitive advantage & value
creation
Use training & development to form
core competencies
Invest in Human Capital to expand
knowledge

H30

 Regulatory Environment
 Action by competition
 Macro-economic factors

H3a
H80

Social Capital:




Managerial ties induce motivation
Develop multiple capabilities to exploit
opportunities
Enables high performance in
international and regional pursuits

Organizational Culture:
 Encourages strategic thinking
 Encourages entrepreneurship
 Insensitivity to ethics leads to bad
culture
 Tailor practices into Culture to
complement strategy

H40
H4a

H50
H5a

H8a

Dependent Variable
Strategy Implementation
 Financial perspective
 Customer perspective
 Internal business process
perspective
 Learning and growth perspective

Ethical Practices:





Group acts collectively ethical
Unethical practices become accepted
Code of ethics enforced
Rewards for reporting wrongdoing

Organizational Controls:
 Incorporating sustainability issues
 Strategic tool used to balance
 balance strategic & financial
controls
 Balance strategic controls and
autonomy

Figure 2.3

H60
H6
a

H70
H7

Operational Model: Strategic Leadership in Effective Implementation of

Strategy
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For each of the research objectives, the following sections review the literature and discusses
the measurement items used.
2.3.2

Dependent Variable: Effective Implementation of Strategy

In the conceptual framework developed for this study, the dependent variable is the effective
implementation of strategy in the organization. Implementation of strategy is one of the three
components that comprise strategic management.
2.3.2.1

Strategic Management

Pearce & Robinson (2011) defines strategic management as the collection of decisions and
actions that lead to the crafting and execution of plans in order to achieve an organization‘s
goals. A firm‘s mission is best achieved through a comprehensive assessment of its internal
capabilities and external environment, followed by an evaluation of the firm‘s opportunities
for a choice on the long term objectives and grand strategies which must be implemented,
monitored and controlled (Pearce & Robinson, 2011). From this definition, it shows that
strategic management has the three components of formulation, implementation and control.
The process of formulating and implementing a strategy consists of five integrated phases :
developing a strategic vision, setting objectives, crafting a plan to achieve the objectives,
implementing the chosen strategy efficiently and effectively, evaluating performance and
initiating corrective adjustments to the firm‘s long term plans (Coulter, 2010). Coulter
(2010) illustrates the strategic management process by phasing it into four basic activities as
below:
Strategy formulation

Situation Analysis

Strategy evaluation

Strategy
implementation

Source: Coulter (2010)
Figure 2.4: Strategic Management Process
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2.3.2.2

Strategy Implementation

Whereas strategy formulation has enjoyed some focus from the organizational leadership
over its implementation, it is acknowledged that most strategies fail not because of the
formulation but for failure at the implementation stage (Kaplan and Norton, 2001). Strategy
implementation is conceptually viewed as the stage in the strategic management process that
follows the strategy formulation process and precedes the strategy control stage. Although
conceptually viewed as separate phases, in practice the two stages actually overlap and in the
volatile business environment could be iterative for an effective process in practice. A well
formulated strategy must take into account the means by which it would be implemented and
it is only through implementation that a strategy can be refined and reformulated (Grant,
2008).

In strategy implementation theory, the building blocks that are required for the effective
implementation of strategy are in the form of ‗drivers‘ and ‗instruments‘ to align them with
the chosen strategy or strategies so that there is an alignment between the strategies that have
been formulated and the strategies that have to be implemented (Ehlers & Lazenby, 2004).
The drivers of strategy implementation can be distinguished into either structural drivers or
interpersonal or human drivers.

The structural drivers of strategy implementation are categorized as; (1) organizational
structure and (2) resource allocation. Under organizational structure, the ability to select the
appropriate strategy and match it with the appropriate organization structure is considered an
essential characteristic of effective strategic leadership (Hitt et al., 2013; Pearce & Robinson,
2003). Under resource allocation, four types of resources are recognized – financial, physical,
human and technological and it is critical to allocate them in such a way that it is aligned to
the strategy and supports achievement of strategic objectives (David, 2001).
The interpersonal or human drivers of strategy implementation are considered as (1)
organization culture and (2) leadership (specifically strategic leadership). A culture that is
rare and inimitable can be a source of competitive advantage (Hitt et al., 2013). A leader‘s
responsibility is to shape the culture to align it to the strategy for effective strategy
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implementation (Bossidy and Charan, 2002; Pearce and Robinson, 2003). The process of
implementing strategy often requires change and leaders are expected to drive this change
(Ehlers and Lazenby, 2004; Kaplan and Norton, 2001).
Performance evaluation and the subsequent rewarding of performance can be a powerful tool
for effective strategic implementation (Ehlers and Lazenby, 2004). The reward system should
be aligned to the strategy and a change in the strategy necessitates a change in the reward to
ensure continued alignment (Pearce and Robinson, 2003).A number of performance
measurement systems have been developed incorporating financial and non-financial
measures. The Balanced Scorecard is one such performance measurement that creates a
balance between external measures for shareholders and customers, and internal measures of
critical business processes, innovation, and learning and growth, and has gone beyond being
an operational measurement system to a strategic management system. Management
processes built around the score card create an alignment and focus on implementation of the
long-term strategy (Kaplan & Norton, 1996).
The Balanced Scorecard integrates measures of financial performance with those on lead
indicators of future performance. The Balanced Scorecard includes financial measures that
tell the results of actions already taken which are complemented by operational measures on
customer satisfaction, internal processes and the organization‘s innovation and improvement
activities i.e. operational measures that are the drivers of future financial performance
(Kaplan & Norton, 1992).
The Balanced Scorecard allows managers to look at a business from four perspectives
namely: financial (concerned with profitability, growth and shareholder value), customer
(concerned with how the company‘s products or services contribute to creating value for the
customer), internal business processes (concerned with priorities for the various processes
that create customer and shareholder satisfaction), and learning and growth (concerned with
the firm‘s creation of a climate that supports change, innovation and growth) (Kaplan &
Norton, 1992). The use of the Balanced Scorecard urges the firm to understand how to
respond to its shareholders (financial perspective), how customers view it (customer
perspective), what internal operations to excel at for competitive advantage (internal
perspective) and what it can continue to improve and create value in order to grow (learning
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and growth perspective) (Kaplan & Norton, 1992). Kaplan & Norton (1996) identifies the
three strategic themes for the financial perspective as revenue growth and mix, cost
reduction/productivity improvement and asset utilization/investment strategy. All the actions
are geared towards making the business unit increase the returns earned on its financial and
physical assets. The generic measures for the financial perspective are indicated as measures
on return on investment and economic value added. The measure of the financial perspective
selected is the Return on Assets. This is a measure of financial performance that has been
most widely used in strategy research (Lee & Miller, 1999). Return on Assets is often used as
a measure of bank profitability in performance analysis (Borio, Gambacorta, & Hofmann,
2015).
For the customer perspective, Kaplan & Norton (1996) notes that almost all value
propositions typically contain measures that incorporate the response time, quality and price
of customer-based processes. On response time, banks typically accelerate approval of loan
applications thereby reducing the waiting times for applicants. For service organizations,
quality is critical and offers opportunities for the entity to distinguish itself from competition
with the organizations typically giving service guarantees. On-time delivery of services can
be a measure of quality especially where the institution has committed to deliver the services
within certain timeframes. Price has a major influence on the purchasing decision and even
price-sensitive customers, will favor suppliers that offer not low prices, but low costs to
access the service. The low price supplier may turn out to be a high cost supplier after the
other supply factors and experiences of customer are considered, while a low cost supplier
may in fact be a high price one (Kaplan & Norton, 1996).
In banking, the convenience of the customer is becoming paramount in driving volumes and
Opio (2015) indicates the emergence of omni channel that customers want as opposed to
alternative channels. Alternative channels means there is a main channel of access, say the
branch, with others, the mobile, internet, Automated Teller Machines (ATMs), agents,
merchant Point of Sale (POS‘s), being alternative channels. In the omni channel banking,
customers expect to access banking services from anywhere and seamless experience across
the different channels (Opio, 2015). This convenience contributes to the low cost supplier
status of the bank.
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In the internal business process perspective, critical processes at which the organization must
excel to meet the objectives of shareholders and targeted customers, are identified. The
business processes are categorized into three stages of innovation process, operations process
and the post-sale service process (Kaplan & Norton, 1996). The innovation process involves
developing the products or services that satisfy the target segments with a focus on research,
design and development processes to yield new products, services and markets. The ability to
create new products for the targeted customers is a measure of this innovation process and
can be measured by the percentage of revenues from new products over the period. Ability to
deliver banking services through alternative channels (ATM, mobile, internet, agents, and
point of sale devices) is a measure of the innovation process and can be measured through the
percentage of sales through the alternative channels.
In the operations process, organizations identify the cost, time, quality, and performance
characteristics that enable delivery of superior products and services to its current customers.
At the post-sale service process, companies feature aspects of service that occur after the
purchased product or service has been delivered to the customer (Kaplan & Norton, 1996). In
the banking services, the loan portfolio management team would focus on post-sale service
delivery to ensure effective loan recovery. The measurement of performance can be achieved
by applying time, quality, and cost metrics to the post-sale service process. The level of
automation and service delivery through the alternative delivery channels would be a
measure of performance on the post-sale service process (Opio, 2015).
The fourth perspective of the Balance Scorecard is the driver for Learning and Growth of the
organization and enables the achievements of the excellent outcomes in the first three
scorecard perspectives.

Kaplan & Norton (1996) note that the learning and growth

perspective has three categories of enablers being employee capabilities, information system
capabilities and motivation, empowerment, and alignment. With most routine processes
automated, front-line employees who are closest to the internal processes and the firm‘s
customers are expected to come up with ideas for improving processes and performance for
customers. This will require major reskilling of the employees. On the employee capabilities
the three core measurements are employee satisfaction, employee retention, and employee
productivity. Employee satisfaction could include measures such as involvement with
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decisions, recognition, access to information, empowerment, while employee retention is
generally measured by percentage of key staff turnover. Employee productivity can be
measured by such measures as revenue per employee which can be increased by increasing
revenue at a higher rate than employee numbers, downsizing the organization or even
outsourcing. Besides motivation and skills, employees need excellent information on
customers, internal processes and the financial consequences of their decisions. Front line
employees need accurate and timely information on the customer‘s total relationship while
back office staff need timely feedback information on services delivered.
Motivation, empowerment and alignment constitute the third enabler for the learning and
growth perspective, which focuses on the organizational climate to enable employee
motivation and initiative. This can be measured by the number of suggestions on
improvement opportunities that are made and implemented. To achieve individual and
organizational alignment to the strategy requires the individual and sub-unit goals, rewards,
and recognition systems aligned with the business objectives and implementing team based
measures of performance (Kaplan & Norton, 1996).
2.3.3 Independent Variables: Critical Criteria of Strategic Leadership
Rowe (2001) defined strategic leadership as influencing others to make decisions that create
a sustainable organization in the long-term while maintaining its financial stability in the
short-term. Hitt et al. (2013) defines strategic leadership as the ability to anticipate, envision,
maintain flexibility and to empower others to create strategic change as may be necessary.
Decisions that enhance long term viability of the organization would inevitably entail
creating strategic change, which creates a commonality in the two definitions.
Strategic leadership that contributes to effective strategy implementation has the following
five characteristics: (1) setting the strategic direction: vision and strategic intent; (2) Effective
management of the organization‘s resource portfolio (developing human and social capital
and exploiting and maintaining core competencies); (3) Sustaining effective organizational
culture; (4) Emphasizing ethical practices, and (5) Establishing balance in organizational
goals/strategic controls (Hitt et al., 2013). Each of these five characteristics are discussed
below:

44

2.3.3.1 Determining the Strategic Direction: Vision and Strategic Intent
Determining strategic direction involves specifying the vision and the strategy or strategies to
achieve the vision over time and is framed within the context of the conditions (i.e.
opportunities and threats in the external environment) strategic leaders expect their firm to
face in the next 3 to 5 years. The strategic direction specifies the image and character the firm
wants to develop over time (Hitt et al., 2013). Hagen et al. (1998) carried out a study on 1000
randomly selected CEOs from organizations throughout the United States of America
exploring the components of the strategic leadership as proposed by Hitt et al. (2013) and
examined the CEOs‘ perceptions of the ranking of the importance of the framework‘s
components. The respondents ranked ‗determining strategic direction‘ as the most important
strategic leadership role. Similarly, Korn/Ferry International and Columbia University
conducted a survey of 1,500 CEOs in 1988 and again in 2000 in the United States, Western
Europe, Latin America and Japan about the requirements of the CEO position and besides
ranking Strategy formulation as first, almost all respondents agreed that it is very important
for the CEO to convey a vision of the organization‘s future (Bass, 2007).
The organizational strategic direction has been variously defined using terms including
vision, mission, and strategic intent which are three of the most widely used tools to
determine the strategic direction of an organization. Whereas the mission statement expresses
an answer to the question ―What business are we in?‖, an organization‘s vision statement is
sometimes developed to express aspirations of the executive leadership by presenting the
firm‘s strategic intent that focuses the energies and resources of the company on achieving a
desirable future. In practice, the vision and mission statement are frequently combined into a
single sentence (Pearce & Robinson, 2011).
Lipton (1996) states that vision must focus on the future and serve as a concrete foundation
for the organization and unlike goals and objectives, a vision does not fluctuate from year to
year but serves as an enduring promise painting a vivid picture for the organization. Though
a vision is future-based, it is in the present tense as if it were being realized now (Lipton,
1996). Pearce and Robinson (2011) add the dimension of the vision being the picture of what
the company could be that accommodates the needs of all its stakeholders. Hamel and
Prahalad (1989) describe strategic intent as envisioning a desired leadership position and
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establishing a criterion the organization will use to chart its progress. It is sustained obsession
with winning at all levels of the organization. According to Shinkle et al. (2013), a firm
pursues a pure business strategy when it chooses either cost leadership or product
differentiation and pursues a mixed strategy when it simultaneously chooses both pure
strategies. Under cost leadership, a firm emphasizes costs, efficiency, reliability, execution,
or some combination thereof, while under a differentiation strategy, a firm emphasizes
product leadership, flexibility, innovation, responsiveness or some combination thereof. Most
theorists favor pure strategies for example Porter‘s cost leadership and product differentiation
and Miles & Snow‘s distinction of defender, prospector, and analyzer (Thornhill & White,
2007).
Porter argues for strategic purity and discourages a hybrid strategy when he argues against
straddling and likens it to being stuck in the middle which is a manifestation of a firm‘s
unwillingness to make choices on how to compete, trying for competitive advantage through
every means and achieving none because achieving different types of competitive advantage
requires inconsistent actions leading to the firm being unable to achieve competitive
advantage (Porter, 1985). On the other hand, Miles & Snow (1978) argue for balance and
combination justifying their analyzer type as a combination of the strengths of both
prospector and defender types acknowledging the need to maintain a delicate balance that
requires management to be continually vigilant (Thornhill & White, 2007).
Herrmann and Nadkarni (2014) contend that CEO personality will determine both initiation
of strategic change and the performance effects of strategic change implementation.
Personality shapes how CEOs communicate with, reward, motivate and mobilize proximal
employees (Top Management Team members and middle managers) who can decide the
success or failure of strategy implementation. Some traits dispose leaders to instill strong
direction and achievement or flexibility and risk taking, all of which foster goal achievement,
while other traits foster passivity and conflict avoidance or dominance hindering
implementation success (Herrmann & Nadkarni, 2014). Personality shapes how CEOs define
strategic vision and goals (Boal & Hooijberg, 2000) which in turn determines the personality
of people attracted to and retained by the organization.
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Hitt et al. (2013) contend that the ideal long-term strategic direction has two parts – a core
ideology and an envisioned future. The core ideology motivates employees through the
company‘s heritage while the envisioned future encourages them to stretch beyond
expectations which requires significant change to be realized. Strategic change is achieved
through the contributory efforts of the top managers but also the employees contribute to the
achievement of new strategic direction by adapting to change facilitated by meaning-making
process in the employees (Sonenshein & Dholakia, 2012).
By facilitating meaning making for the employees they could be converted from resisting
change to become champions of change implementation. Individuals become adaptive to
change events when they construct meaning of those events, and there are broadly two
categories of meaning-making i.e. meaning-making as understanding which explains an
event‘s occurrence as being part of a larger plan supported by managers and meaning-making
as benefits finding, which constructs adverse events (change) as having more benefits than
downsides and imbuing them with positive emotions. Through the mechanism of
communication, managers can facilitate employees‘ meaning making of changes – their
creation of a strategy worldview and initiation of benefits finding – both useful for
employees‘ process of adoption for change (Sonenshein & Dholakia, 2012).
At times, the top management team and in particular the CEO are so committed on the status
quo due to an aversion to what they consider as risky actions, a phenomenon that is common
in firms that have performed well in the past or for long serving CEOs, that the selected
strategy does not help the firm reach the vision that is part of its strategic direction (Hitt et
al., 2013). Such behaviors are not consistent with high performing organizations and may
even lead to change in the leadership at the CEO level. However, Chen & Hambrick (2012)
contend that CEO succession per se does not have any effect on subsequent performance of
troubled companies hence the need to consider executive fit (of the incoming) and misfit (of
the outgoing) rather than the mere occurrence of succession. The alignment of the incentive
compensation for the executives to the strategy choice and hence performance has been
attracting interest in research.
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For instance, Wowak & Hambrick (2010) found that incentive compensation, in their case
using stock options, encouraged talented CEOs to select the best strategies leading to high
performance while the same incentives of stock options on less talented CEOs produced
diminished performance. Stock options stimulate aggressive risk taking which magnifies the
effects of CEOs‘ skill levels – with talented CEOs producing on average better results than
when on salary based compensation plans while less talented ones generate worse results on
average

under option intensive pay plans than under salary based plans (Wowak &

Hambrick, 2010). Mitchell, Shepherd, & Sharfman (2011) conclude that erratic decisions on
strategic direction are less likely from CEOs with greater metacognitive experiences (feelings
or thoughts that relate relevant past experience to current cognitive processes) and for CEOs
who operate in more dynamic environments and which similarly applies for CEOs in less
hostile environments.
2.3.3.2

Effective Management of the Resource Portfolio

The resource portfolio is defined as including financial capital, human capital, social capital,
and organizational capital (including organizational culture) (Hitt et al., 2013). Hitt et al.
(2001) notes that according to the resource based view (RBV) of the firm, performance
differences across firms can be attributed to the variance in the firm‘s resources and
capabilities. Firms put to use both tangible (buildings and financial resources) and intangible
resources (such as human capital, social capital, brand equity) in the formulation and
implementation of strategy. Intangible resources being rare, and socially complex, and
therefore difficult to imitate, are more likely to confer a competitive advantage to a firm. The
resource portfolio is discussed here below as core competencies, human capital and social
capital.
2.3.3.2.1

Exploiting and Maintaining Core Competencies

Core competencies are capabilities that serve as a source of competitive advantage for a firm
over its rivals. These are developed over time as firms learn from the results of the
competitive actions and responses taken during the process of competing with rivals (Hitt et
al., 2013). Firms learn and continuously reshape their capabilities thereby develop core
competencies that are used to establish their competitive advantage over rivals in the market
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place. Exploiting core competencies involves sharing resources across units in the
organization, a role that typifies effective strategic leaders. The core competencies based on
intangible resources are most effective because they are less visible as they relate to
employees‘ knowledge and skills (Lear, 2012).
There has been debate amongst scholars on the application of the term core competencies.
For example, Strategic Management (SM) scholars apply ―core competence‖ to the
organizational capabilities that confer competitive advantage to the firm, while Human
Resource Management (HRM) scholars refer to ―core competence‖ as human capabilities
that are related to superior job performance (Chen & Chang, 2011). For this study, the
researcher is leaning to the Strategic Management application, which by looking at
organizational capabilities focuses on the firm specific attributes as opposed to the generic
attributes that HRM scholars apply.
Srivastava (2005) notes that possession of core competencies is not an end in itself and the
ability to leverage core competencies for the benefit of the firm is more important. Core
competencies are built up over time as the organization learns from the outcome of the
competitive actions while competing with rivals, which makes them continuously reshape
their capabilities to verify that they are creating the core competencies that are necessary to
establish one or more competitive advantages (Hitt et al., 2013). Resources can influence
performance only to the extent that a firm can adequately leverage them, and what a firm
does with its resources is just as important to performance as its possessing those resources
(Ndofor, Sirmon, & He, 2011).
RBV suggests that possessing valuable, rare, inimitable, and non-substitutable resources
leads to creation of value sustainably or competitive advantage but merely possessing such
resources does not guarantee development of competitive advantage or creation of value, in
which case firms must accumulate, combine, and exploit the resources (Sirmon, Hitt, &
Ireland, 2007). Strategic leaders manage firms resource portfolio by organizing the resources
into capabilities, structuring the firm to facilitate using those capabilities and choosing
strategies through which the capabilities can be successfully leveraged to create value for
customers and hence competitive advantage (Hitt et al., 2013). Firms use the three key
processes of mobilizing, coordinating, and deploying to leverage their capabilities in

49

different market arenas with all the three processes working in complementary manner for
the capabilities to be leveraged effectively (Sirmon, Hitt, & Ireland, 2007).Strategic leaders
must ensure that the firm‘s core competencies are understood when selecting strategies at the
strategy formulation stage and then emphasized when implementing the selected strategies
(Hitt et al., 2013). For instance, on the domestic scene, Safaricom understands its core
competencies in enabling services through the mobile phone and has various products
delivered through partnership arrangements, with each partner leveraging on its own core
competencies.
A product like Daktari 1525 is through a partnership of Safaricom Ltd. with ‗Call-a-Doc‘
whose core competencies in sourcing the doctors enables customers get information on
various medical issues, access medical services quickly and talk to qualified medical
practitioners through the mobile phone (Federer, 2013). Another example is the Mshwari, a
collaboration between Safaricom Ltd. through MPESA and the Commercial Bank of Africa
(CBA) leveraging on mobile money infrastructure, a core competency of Safaricom, to offer
higher value financial services to scale, a core competency of CBA (Cook & McKay, 2015).
Bruton et al. (2004) note the challenges that may curtail the widespread application of RBV
in strategic management research which includes taking very broad views on what constitutes
resources and that some resources such as tacit knowledge, may be difficult for researchers to
measure and managers to manipulate. The first challenge of what constitutes resources makes
it difficult to establish contextual boundaries for when particular resources result in
competitive advantage while the second challenge where researchers and managers find it
difficult to measure and manipulate the resources, respectively, makes it difficult to both
measure resources in the studies and then developing prescriptions for practitioners. Yet, as
noted by Lear (2012), the core competencies based on intangible resources are most effective
given that they are less visible as they relate to employees‘ knowledge and skills. Strategic
leaders must allocate resources towards building new capabilities, which capabilities are
developed into core competencies. Core competencies are developed and used through
human capital and social capital which are critical resources for a firm‘s success (Hitt et al.,
2013). These resource are here below discussed.
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2.3.3.2.2

Developing Human Capital

Human capital refers to the knowledge and skills of a firm‘s entire workforce. From the
perspective of human capital, employees are viewed as a capital resource requiring
continuous investment. As the dynamics of competition accelerate, people are perhaps the
only truly sustainable source of competitive advantage. In every organization the human
capital‘s increasing importance implies a significant role for the human resource function of
the organization (Hitt et al., 2013). Hitt et al. (2006) support the argument that valuable
intangible resources are the most likely to contribute to a competitive advantage and create
value for owners, extending the knowledge of the resource based view of the firm (RBV).
RBV suggests that possessing valuable and rare resources provides the basis for value
creation, which may be sustainable when the resources are also inimitable and lack
substitutes (Sirmon, Hitt, & Ireland, 2007). Firm‘s resources, in particular those that are
valuable, rare, and inimitable, can be used as a basis for and as an aid to implementing
strategies that can create a competitive advantage. The interaction of human capital with
strategy has positive effects on firm performance which shows a positive moderating effect
of human capital on the firm‘s performance (Hitt et al., 2001). Mere possession of these
resources does not guarantee development of competitive advantage or the creation of value.
To realize value creation firms must accumulate, combine and exploit the resources (Grant,
1991).
Human resource management practices facilitate selecting and the implementation of the
firm‘s strategies. Effective staff development and training programs increase the likelihood
of developing some of the firm‘s human capital into strategic leaders (Hitt et al., 2013). Hitt
et al. (2013) propose that the training and development programs not only build the human
capital knowledge and skills but also inculcate a common set of core values, presenting a
systematic view of the organization, promoting its vision and helping to form an effective
organization culture. The training and development programs in addition contribute
positively to the firm‘s efforts to form core competences (Zhou & Li, 2012).
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The programs help strategic leaders build skills to complete other tasks associated with the
actions characteristic of strategic leadership, such as determining strategic direction,
exploiting and maintaining core competencies, developing an organizational culture that
supports ethical practices, hence the assertion that building human capital is essential for the
effective execution of strategic leadership (Hitt et al., 2013).
To the extent that learning produces knowledge in individuals that is difficult to imitate and
superior in use, it can be a source of sustainable competitive advantage for organizations
(Holcomb, Ireland, Holmes, & Hitt, 2009). Holcomb et al. (2009) find that heuristics – the
decision rules that reduce complex judgmental tasks to relatively simple cognitive operations,
explain variations in learning, accumulation of knowledge, opportunity seeking and
advantage seeking behaviors involved in entrepreneurial actions. Specifically, opportunityseeking action entails recognizing and sorting potential opportunities, while advantageseeking action involves efforts to exploit established positions and to establish and sustain
competitive advantages as a determinant of one‘s ability to create wealth. When successful
investment in human capital is in place through effective high quality training and
development programs, the outcome is a workforce capable of continuous learning and
combined with the organization‘s expanding knowledge base result in strategic success.
Human capital can generate sustained rents to the degree that it is specific to the originating
firm and adjustment costs in a new environment prevent immediate expropriation by rivals.
In the process of learning within a firm, human capital becomes more firm-specific, tacit
knowledge that is inimitable, and potentially less useful to rivals (Hatch & Dyer, 2004). The
resource based view of the firm predicts that superior human capital when firm-specific can
create competitive advantage as human capital improves learning by doing, thereby reducing
the firm‘s cost.
Strategic leaders learn more from failure than success and effective strategic leaders
recognize the importance of learning from success and from failure when helping their firm
use the strategic management process (Hitt et al., 2013). The concept of learning from failure
for organizations is expounded by Edmondson (2011) who advises that managers worry that
an understanding response to failure would create a lax work environment in which mistakes
multiply while to the contrary, they should recognize the inevitability of failure in today‘s

52

complex organizations so that the recipe for success would be to catch, correct, and learn
from the mistakes before others do, instead of wallowing in blame game. Organizations
engage in three kinds of work – routine, complex, and frontier and mistakes likewise fall into
three broad categories – preventable, complexity-related, and intelligent, and the learning
from failure is occurs through detecting failure, analyzing failure and promoting
experimentation. Preventable failure are generally associated with routine work type and
there is little tolerance for this type of failure in the organizations prone to this type of work.
Complexity-related failures are considered inevitable while intelligent errors are at the
frontier work type and considered good failure and encouraged. Learning from failure occurs
across the whole spectrum of failure types and all organizations through detection, analysis
and experimentation (Edmondson, 2011). The learning value of failure experience for the
individual is enhanced by the leader‘s involvement which helps team members‘ perception of
psychological safety (Hirak et al., 2012) and when the group has group success experience
(Zheng, Miner, & George, 2013).
Nixon et al., (2004) in a study on US based firms found that downsizing actions reduce costs,
but also produce a loss of valuable human capital that can exceed the benefits resulting from
the lay-offs especially with the larger downsizing actions. Ironically, it is during the
downsizing that companies reduce their investment in training and development programs,
while this is the important time to increase investments in these programs as the companies
have less slack and cannot absorb as many errors and the remaining staff may not have the
required skills for the positions they thereafter assume. The results of this study show the
importance of carefully managing valuable resources to create positive returns.
2.3.3.2.3

Developing Social Capital

Social capital is the goodwill available to individuals or groups whose source lies in the
structure and content of the actor's social relations and its effects flow from the information,
influence, and solidarity it makes available to the actor (Adler & Kwon, 2002). Hitt et al.
(2013) indicate that it involves relationships inside and outside the firm that helps in efforts
to accomplish tasks thereby creating value for the stakeholders. It is a critical asset given the
need to cooperate both within and externally to be able to accomplish tasks.
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Multinationals need to establish alliances to enter new markets, entrepreneurial firms
establish alliances to access resources, venture capital and other resources they cannot afford
to maintain in-house (Hallen & Eisenhardt, 2012). Chang, Gong, & Peng (2012) establish the
direct link between expatriate competencies for knowledge transfer and the absorptive
capacity of subsidiaries in the performance of the subsidiaries. The expatriate staff need to
cooperate with the subsidiary staff for effective knowledge transfer and influence the
performance of the subsidiary. Managerial ties—the boundary-spanning ties and
interpersonal connections of top managers—have vital influences on a corporation‘s
activities and may be a source of competitive advantage and superior performance (Gao, Xu,
& Yang, 2008). Managerial ties make corporations more informed and flexible and by using
the data so obtained and investing in absorptive capacity, this induces motivation and hence
induce innovation leading to improved corporate performance.
Cao, Simsek, & Zhang (2010) in a study on modelling the joint impact of CEO and TMT on
organizational ambidexterity on SMEs in China, find that firms with strong social capital are
able to be more ambidextrous. Ambidextrous firms are those that pursue a high degree of
both exploration (search for new possibilities, opportunities) and exploitation (reinforcement
of existing advantages, technologies and markets) hence able to develop or have access to a
multiplicity of capabilities that enable them flexibility to exploit opportunities and respond to
threats. The study suggests that the CEO can facilitate organizational ambidexterity by
forging extensive business-related connections and improving his/her standing in the social
network which enables the CEO to access rich and reliable information needed to pursue
ambidexterity. The CEO should maintain timely and comprehensive communication with the
rest of the top management team (TMT), as well as decentralize power to better capitalize on
the information advantage from his/her network extensiveness (Cao et al., 2010).
Alexiev et al. (2010) studied TMT advice seeking impact on exploratory innovation on
SMEs in Netherlands and find that TMT heterogeneity facilitates firms to act upon internal
advice by combining different perspectives and developing new products and services while
interestingly less effective in leveraging external advice and pursuing exploratory innovation.
They observe that homogenous TMTs benefit more from external advice than heterogeneous
TMTs partly because they consider the external advice as complementary to their own

54

knowledge sources and skills and thus used for leverage in pursuit of exploratory efforts
(Alexiev et al., 2010). Cuevas-Rodriguez et al. (2014) define internal Social Capital as the
linkages established among individuals or groups within the organization while external
Social Capital would refer to the external linkages to other firms and institutions. Of the two
types of social capital, internal Social Capital has the most influence on radical product
innovation hence firm performance compared to the external Social Capital (CuevasRodriguez et al., 2014). The study highlights the need to carefully manage the interactive
difficulties that emerge when both internal and external Social Capital are combined.
Relational capital refers to the joint benefits embedded in a relationship between two or more
parties that is highly important to those parties (Dyer & Singh, 1998). Dyer & Singh (1998)
contrast sources of competitive advantage across the two prominent views – industry
structure view (associated with Michael Porter) attributing firm‘s returns to membership in
an industry with favorable structural characteristics and the resource-based view (RBV) of
the firm attributing differential firm performance to firm heterogeneity rather than industry
structure. They add a third view – relational view focusing on network routines and processes
for competitive advantage in which relational rents are jointly generated and owned by
partnering firms that use inter-organizational strategy to establish relations that create value
that would otherwise not be created by either firm independently.
Hitt et al. (2006) in a study based on law firms in the USA found that corporate client
relational capital only serves as a base for internationalization and hence positive firm
performance when a firm has a strong human capital. Human capital is not only important for
domestic strategy and positively related to firm performance but also provides a base for
internationalization of service firms. The research showed that service firms that have strong
human capital and that internationalize enjoy higher performance while ineffective
leveraging of human capital can lead to lower performance in cases where the strong human
capital are not adequately employed.
2.3.3.3

Sustaining Effective Organization Culture

Barney (1986) cites definitional conflicts for organizational culture in the literature and gives
a definition that is consistent with most of the research about organizational culture and a
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firm‘s performance. Organizational culture is defined as a complex set of values, beliefs,
assumptions, and symbols that define ways in which a firm conducts its business (Barney,
1986). Similarly, Hitt et al. (2013) defines organizational culture as the complex set of
ideologies, symbols and core values that are shared throughout the firm and influence how
the firm conducts business. More formally, culture has been defined by six properties: ―(1)
shared basic assumptions that are (2) invented, discovered, or developed by a given group as
it (3) learns to cope with its problem of external adaptation and internal integration in ways
that (4) have worked well enough to be considered valid, and, therefore, (5) can be taught to
new members of the group as the (6) correct way to perceive, think, and feel in relation to
those problems‖ (Ireland, Hitt, & Sirmon, 2003).
Shaping the context within which organizations formulate and implement strategies, and that
is shaping the organization culture is an important strategic leadership action. Organizational
culture can encourage or discourage leaders from pursuing entrepreneurial opportunities,
which are a vital source of growth and innovation. Strategic entrepreneurship is effective
only when the employees have an entrepreneurial orientation or mind-set (Hitt et al., 2013)
Organizations utilize both tangible resources (financial and physical assets) and intangible
resources (human resources and culture) in the formulation and implementation of the
selected strategy. Intangible resources are more likely than tangible resources to confer a
competitive advantage because they tend to be rare and difficult to imitate with socially
complex resources, such as culture, being the most unique of all. Managers therefore need to
tailor their practices into a culture that complement the chosen strategy (Klein, 2008). Klein
(2008) found that a healthy culture can represent a critical resource and for it to provide the
sustained competitive advantage, it must be imperfectly imitable. Cultural norms have a
fairly consistent impact on quality and hence performance irrespective of the organizational
strategy.
Barney (1986) suggest that for a culture to provide sustained competitive advantage hence a
source of sustained superior financial performance, the three conditions that must be met are
that the culture must be valuable (lead to high sales, low costs, high margins or generally lead
to positive economic consequences), rare (must have attributes that are not common to the
cultures of a large number of other firms) and imperfectly imitable (other firms cannot
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engage in activities to change their cultures to copy and if they do, they will be at a
disadvantage compared to firms they are trying to imitate). Schneider, Ehrhart, & Macey
(2013) indicate that most research on organizational culture focuses on the direct relationship
between culture and performance, but almost all theory related to how culture impacts
performance, would conceptualize it in a more moderated/mediated fashion.
According to Schneider et al. (2013), the issues of importance to corporate executives are: (i)
knowing the corporate culture, (ii) changing the corporate culture and/or (iii) leverage the
corporate culture to create competitive advantage. Knowing the corporate culture is relevant
because being an intangible asset makes quantitative measures characterized by a finite
number of dimensions that are common across different organizations, unsatisfactory to
executives. Knowing the corporate culture is usually in the context of the need for a culture
change or preservation of what is held as core to value creation in the organization. Culture
change is to close the gap between existing and desired cultures with interest in not just the
direction of change but also in the pace of that change. There is need to leverage culture as an
asset for competitive advantage and this happens when it is different from other cultures and
the elements that constitute it are difficult to imitate. Culture yields competitive advantage as
a result of a cycle beginning with development of a unique mission statement that support
unique processes necessary to embed the mission‘s values that guide behavior required for
success that is key for competitive advantage (Schneider et al., 2013).
Shared assumptions about the organization‘s core mission (which defines the organization‘s
culture) can limit not only the strategy but also the vision, thus one of the basic elements in
leadership roles i.e. establishing vision, is inhibited unless the organization‘s culture
encourages strategic thinking (Goldman & Casey, 2010). Building a culture that supports and
encourages strategic thinking is a significant endeavor that draws on personal, interpersonal,
and organizational resources, hence directly influenced by the executive. Schneider et al.
(2013) indicate that theoretical literature on organizational culture is replete with discussions
on the influence the founder and upper management have on organization‘s culture yet there
is paucity of empirical studies.
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An organizational culture can encourage (or discourage) strategic leaders and their
colleagues from pursuing entrepreneurial opportunities which are a vital source of growth
and innovation. Strategic leaders therefore encourage and promote innovations by pursuing
entrepreneurial opportunities (Hitt et al., 2013). Innovation can be encouraged by investing
in opportunities as real options where uncertainty can increase the value of real options or
managerial flexibility. Real options have the potential to positively or negatively influence
strategic entrepreneurship (opportunity- and advantage-seeking) behaviors (Hitt et al., 2011).
Li & Chi (2013) demonstrate that a venture capital investor can benefit from uncertain
industry conditions if it holds open the option to withdraw from a project in that industry, in
which case it has an opportunity to seize the growth potential of the project if industry
conditions turn favorable in the future but limit its downside losses if industry conditions turn
adverse.
Organizations are more likely to achieve success by using strategic entrepreneurship when
their employees have an entrepreneurial mindset. Strategic entrepreneurship allows firms to
face challenges of exploiting current competitive advantages (purview of strategic
management) while exploring for opportunities (purview of entrepreneurship) for which
future competitive advantages can be developed and used as path to value and wealth
creation (Hitt et al., 2011). Leaders develop and support a culture through which
entrepreneurial actions necessary to achieve profitable growth are established. Combining the
opportunity-seeking and advantage-seeking behaviors, an effective entrepreneurial culture is
one in which expectations are placed on new ideas and creativity, tolerate failure, encourage
risk taking while promoting

learning, champion product, process and administrative

innovations, and continuous change is viewed as a conveyor of opportunities. Thus, an
entrepreneurial culture fosters and supports the continuous search for entrepreneurial
opportunities that can be exploited with sustainable competitive advantages. Leaders with
entrepreneurial mindset search for entrepreneurial opportunities existing in business
environments that are characterized by uncertainties and hence develop capabilities needed to
exploit them resulting in an entrepreneurial culture (Ireland et al., 2003). Hitt et al. (2011)
contend that the leader and the organizational culture are interdependent with a symbiotic
relationship with the leader‘s judgments affecting the organizational culture and cultural
attributes influencing a leader‘s future decisions and actions.
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Five dimensions characterize the firm‘s entrepreneurial orientation which are autonomy,
innovativeness, risk taking, proactiveness, and competitive aggressiveness, which in
combination influence the actions a firm takes to be successful on the innovative front when
using the strategic management process (Hitt et al., 2013). The first dimension, autonomy,
refers to the independent action of an individual or a team in bringing forth an idea or a
vision and carrying it through to completion. In essence, the ability and will to be selfdirected in the pursuit of opportunities which in an organizational context would refer to the
actions taken free of stifling organizational constraints where the organizational player
remains free to act independently, to make key decisions, and to proceed (Lumpkin & Dess,
1996). The second dimension, innovativeness, indicates the tendency to support new ideas,
novelty, experimentation, and creative processes that may end up in new products, services
or technological processes, which essentially represents a willingness to depart from existing
technologies or practices and venture beyond the current state of the art (Lumpkin & Dess,
1996).
Cultures that encourage innovativeness make employees think beyond existing knowledge,
parameters and technologies thereby finding creative alternatives of value addition (Hitt et
al., 2013). Lumpkin and Dess (1996) indicate that firms with an entrepreneurial orientation
are often typified by risk taking behavior, the third dimension, in the interest of securing high
returns by seizing opportunities in the marketplace. It is possible that at the level of the firm,
risks are taken that would not be taken by the individual firm member, and a risk taking
culture in the organization increases the appetite for risky projects to achieve firm objectives.
Proactiveness, the fourth dimension, refers to processes aimed at anticipating and acting on
future needs by seeking new opportunities which may not necessarily be related to the
present line of operations, introduction of new products ahead of competition, and
strategically eliminating operations in the mature or declining stages of life cycles
(Venkatraman, 1989). Proactiveness describes a firm‘s ability to be a market leader rather
than follower because it has the will and foresight to seize new market opportunities, even if
it is not always the first to do so (Lumpkin & Dess, 1996). Proactive organizational cultures
constantly use processes to anticipate future market needs and to satisfy them ahead of
competition (Hitt et al., 2013).
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The fifth dimension, competitive aggressiveness refers to a firm‘s propensity to directly and
intensely challenge its competitors to achieve entry or improve position, essentially to
outperform industry rivals in the marketplace (Lumpkin & Dess, 1996). It is characterized by
responsiveness and a willingness to be unconventional. Hitt et al. (2013) are of the view that
changing a firm‘s organizational culture is more difficult than maintaining it. Regardless of
the reasons for change, shaping and reinforcing a new culture requires effective
communication and problem solving as much as selecting the right people with the right
value systems that are desired by the organization, having a performance management
system and reward system. In an organization, the staff look to leaders in the organization for
examples of how to act and are regarded as key-shapers of the culture of the organization
through the examples they set where good examples with sensitivity to ethical considerations
result in a healthy culture while the converse with little sensitivity about ethics result in a
corner cutting culture (Langvardt, 2012). Negative examples set by corporate leaders do far
more to shape the organizational culture than do company codes of ethics and lofty
statements of supposed corporate principles to which only lip service is paid (Kuenzi &
Schminke, 2009).
Scholars have indicated the similarities between organizational culture and organizational
climate (both involve individuals trying to make sense of their environment) while indicating
the need to view them as distinct. Culture literature stems from an anthropological base while
climate stems from psychology (Kuenzi & Schminke, 2009; Fehr & Gelfand, 2012). Kuenzi
and Schminke (2009) note that while culture research tends to focus on understanding
underlying assumptions of organizations often deep embedded and emphasize its
manifestation through its forms which reveal shared values, climate pertains to surface level
manifestations (i.e. how things are done) and therefore climate researchers focus on the
processes by which these shared values are attended to.
Whereas climate refers to the ―what‖ of daily life in organizations, culture references the
―why‖ and is more lasting and more resistant to change compared to climate. The set of
actual practices, policies and procedures (in an organization) is the linking mechanism
between culture and climate. When practices are misaligned with organizational cultural
values, employee perceptions become equivalently misaligned, leading to a disconnect
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between organizational cultures and climates (Fehr & Gelfand, 2012). Leaders establish and
maintain cultural values through social learning whereby employees internalize leaders‘
values by modeling their observable actions (Brown, Trevino, & Harrison, 2005). The
leaders act as architects of organizational practices, aligning policies and procedures with the
organization‘s core cultural values (Fehr & Gelfand, 2012).
Besides the top leaders, managers have significantly more impact on effecting change and
hence firm performance than individual innovators by integrating and coordinating the
innovative work of others and energizing the culture and fostering alignment with the
organization‘s vision and mission (Mollick, 2012; Hitt et al.,2013). Organizational leaders
use mentoring, coaching, job rotation and the creation of a conducive learning environment
to develop strategic leadership skills, and learning is an essential element of the strategic
leadership development that ought to be part of the organization culture. Such culture would
foster creativity and innovation with employees learning through practice, without the fear of
being punished for mistakes (Tawadros, 2015).
Thakor (2016) maintain that a bank‘s culture must support the execution of its growth
strategy where a strong culture can help achieve desired outcomes that could otherwise not
be reached with formal contracts ( e.g. incentive based compensation) alone. A strong culture
is unlikely to operate effectively and consistently in a large and complex bank since subcultures likely emerge making employees inclined to first identify with their business unit
and then the bank. Smaller, older and more successful banks are likely to have stronger
cultures (Thakor, 2016).
2.3.3.4

Emphasizing Ethical Practices

Effectiveness of the processes used in strategy implementation increase when they are based
on ethical practices. The leaders of organizations that incorporate ethical practices encourage
employees to act ethically in their actions in implementing the organization‘s selected
strategy (Hitt et al., 2013). Ethical companies enable staff at all levels act ethically at the
strategy implementation stage which in turn creates social capital in the organization. Arnaud
and Schminke (2012) observe that the collective moral reasoning reflected in ethical climate
will translate into ethical behavior when the work unit members exhibit collective moral
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emotions i.e. care about those affected by their actions (empathy) and the group is enabled by
collective ethical efficacy to act in accordance with that reasoning (i.e. believe in their ability
to successfully follow through on their decisions). On the other hand when unethical
practices evolve they may become acceptable and once deemed acceptable individuals are
more likely to engage in unethical practice to meet their goals when current efforts to meet
them are insufficient (Hitt et al., 2013).
Schweitzer, Ordonez, & Douma (2004) demonstrate that besides motivating constructive
effort, goal setting motivates unethical behavior when people fall short of their goals, as
compared to people without specific goals who are just trying to do their best. The tendency
for unethical behavior was found to be particularly strongest when people fell just short of
reaching their goals.
A value-based culture ensures that employees comply with the firm‘s ethical standards.
Pearce (2013) finds that the strength of a manager‘s emphasis on legal and ethical values
relates to the importance that the manager places on the business decision under evaluation.
Developing such a culture (value-based) is challenging for multinational corporations which
are globally spread and requires constant nurturing and support (Hitt et al., 2013). Gini
(2004) note that the ethics of leadership affects the ethics of the workplace and helps to form
the ethical choices and decisions of the workers in the workplace. Culture always trumps
compliance, and the central problem of business is the absence of positive moral leadership
and the neglected development of a moral culture (Gini, 2004).
Campbell & Goritz (2014) indicate that Schein‘s model of organization culture consists of
three layers: underlying assumptions, values, and norms of behavior. Organizations with
corrupt organizational culture perceive themselves to fight in a war which leads to their
taken-for- granted assumption that the ―the end justifies the means‖. An important value is
security which leads to the important norm of punishment of deviant behavior (i.e. those that
are non-corrupt). Ethical practices in a firm shape the firm‘s decision making process and is
integrated into the organization‘s culture. In order for the firm to ensure that the employees
maintain compliance to the firm‘s ethical standards, the firm would need to inculcate a valuebased culture which however requires constant nurturing and support in the global entities
(Pearce, 2013).
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When firms have lax expectations in place for individuals to follow in terms of ethical
behavior, leaders may tend to act opportunistically and make decisions that are in their own
best interests, and not necessarily the organization‘s (Hitt et al., 2013). Schwartz (2013)
argues that three key elements must exist if illegal or unethical activity within and on behalf
of organizations is to be minimized through developing and sustaining an ethical corporate
culture. The three elements are identified as (1) the existence of a set of core ethical values
infused throughout the organization in its policies, processes, and practices; (2) the
establishment of a formal ethics program, including a code of ethics, ethics training, an
ethics hotline, and an ethics officer; and (3) the continuous presence of ethical leadership—
that is, an appropriate ‗tone at the top‘ as reflected by the board of directors, senior
executives, and managers. While each of these three elements is distinct, they also overlap,
relate to, and reinforce each other (Schwartz, 2013). Hitt et al. (2013) also opine that the
effectiveness of the actions increase when they are taken simultaneously and hence mutually
supportive, and when leaders fail to take these actions, perhaps due to lack of an ethical
culture then problems are likely to occur.
Leaders may at times make decisions that are in their own best interest to the detriment of the
firm‘s stakeholders. Earnings manipulation is commonly used by CEOs to reflect better firm
performance especially in cases where their remuneration is tied to firm performance. Zhang
et al. (2008) find that although stock based incentives are designed to align the CEO‘s selfinterest with the interest of shareholders, CEOs were more likely to manipulate earnings
when they had more out-of-the-money options and lower stock holdings. The possibility for
the unethical behavior is more likely to happen when the firm has no laid guidelines to guide
individuals regarding ethical conduct. Moreover, the ethical decision making approach may
entail no direct economic benefits. Hitt & Collins (2007) indicate that using an ethical
decision-making approach by strategic leaders can satisfy stakeholder expectations but is
unlikely to produce above average returns, as they are driven to satisfy minimum ethical
standards of stakeholders. Bauer, Derwal, & Otten (2007) support this view adding that
whereas making ethical decisions may be laudable, such decisions do not necessarily
improve the performance of the organization.
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Competitive advantage arises out of superlative management of the organization‘s resources
and since ethical expectations from the stakeholders tend to be readily observable, the
capability to arrive at those decisions to satisfy the ethical expectations are expected to be
easy to imitate, and therefore unlikely to generate superior returns under the normal
circumstances. According to Hitt & Collins (2007) firms with a culture that embrace
stakeholders‘ ethical concerns while incorporating high quality diverse inputs into the
strategic decision making process, are the most likely to identify economic opportunities
arising from the ethical concerns and thereby generate growth and enhanced profitability. In
essence, ethical decisions contributing indirectly to improved firm performance. The
potential exists for firms to develop superior capabilities in recognizing emerging economic
opportunities associated with ethics-related demands of stakeholders. The firm‘s focus on
business ethics can therefore enhance their long term performance but leaders may be
tempted to act unethically for the short term benefits (to self) to the detriment of the long
term benefits of stakeholders (Hitt & Collins, 2007).
Organizations should establish and enforce a code of ethics to encourage ethical decision
making. Sims & Brinkmann (2003) lament that Code of ethics must do more than hang on
the wall. It must now serve as a preventative measure, regulating not only the behaviour of
individuals and organizations but their thinking in order to guide actions and prevent actions
that have irreversible consequences (Bishop, 2013). Stevens et al. (2005) found that senior
financial executives make greater use of codes of ethics when they feel pressure from market
stakeholders (eg. Customers, Suppliers, shareholders) but not necessarily from non-market
stakeholders (eg. Regulators, government agencies) partly due to the power of market
stakeholders over resources critical for the production process for the firm. This implies that
pressure from non-market stakeholders for accountability may be addressed by merely
adopting ethics codes and not necessarily implementing them. Nonetheless, strategic leaders
and others in the organization are most likely to integrate ethical values into their decision
making when the organization has a code of ethics which is integrated into the business
through ethics training hence the stakeholders expecting ethical behavior (Hitt et al., 2013).
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The Code of Ethics for Business in Kenya was developed on behalf of Kenya private sector
by the Kenya Private Sector Alliance (KEPSA), Global Compact Network Kenya (chapter of
UN Global Compact) and Kenya Association of Manufacturers (KAM). The Code is an
initiative by the business community of Kenya to promote and enhance the ethics of business
conduct in Kenya and applies to private companies who expect their business partners
likewise to adhere to it, and does not replace, but complements , individual company code of
ethics (UN Global Compact Network Kenya, 2017). The Kenya Bankers Association (KBA)
has signed the code as have a number of the member commercial banks.
Bishop (2013) suggests that ethics has shades of gray in which lies the room for
interpretation and ambiguity, which is where lapses of judgement begin to occur and have
cascading effects. Ethics plays the role of aligning individual values within an organization
and preventing straying in the gray area, which can spread and blossom into full blown
unethical behavior (Bishop, 2013). Bishop (2013) identifies three areas in which ethics serves
as a proactive and preventative measure to keep leaders and the led on track and out of the
gray areas. One, identifying behavior that is acceptable within and by the organization in
terms of actions of a company and its employees. Two, ethics serve as a catalyst for
experiential learning in a controlled environment away from the very real gray areas where
they have experiential awareness of ethical dilemmas faced, evaluate and identify cause of
action. Three, ethics must serve as a quantifiable standard clearly delineating the acceptable
from the unacceptable with no ambiguity or room for interpretation, which helps everyone
stay in check especially for the leaders who determine policy.
In order to develop and support an ethical organizational culture, Hitt et al. (2013)
recommend that strategic leaders must develop and disseminate a code of conduct which
must be continuously revised and updated based on input from within and without the
organization, and the code should be disseminated to all stakeholders. The strategic leaders
must put in place methods and procedures to use in achieving the firm‘s ethical standards,
create and use explicit reward systems that recognize acts of courage to report wrongdoing,
and generally creating an environment in which all people are treated with dignity. These
actions are most effective when taken simultaneously hence mutually supportive, but when
for instance for lack of supportive culture these actions are not taken, organization problems
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arise. Corruption is one such outturn (Hitt et al., 2013). Corrupt individual acts left
unchecked can spread to other individuals and magnify in scope and audacity eventually
transcending the individuals and groups and become embedded in the very culture of an
organization and industry (Pinto, Leana, & Pil, 2008). Pinto et al. (2008) distinguish between
―organizations of corrupt individuals‖ and ―corrupt organizations‖ where in the former,
individuals in the organizations are the primary purveyor of corruption and act alone or
collusively for their own benefit to the detriment of the organization, while in the latter, the
purveyors of corruption are a coherent group (often within top management) acting for the
benefit of their organization and therefore implicating the entire organization but to the
detriment of various external stakeholders.
Ashforth et al. (2008) discuss control mechanisms for corruption including Lange‘s typology
of corruption control transmitted along administrative or social/cultural channels. The
typology crosses the control dimension with the transmission channel dimension, identifying
quadrants in the intersecting dimensions each labelled with the type of control mechanism it
represents: autonomy reduction (bureaucratic, conceptive), environmental sanctioning
(regulatory, legal, social) consequence systems (incentive alignment, punishment) and
intrinsically oriented (self-controls, vigilance). Part of the recovery process involves
reintegrating the organization after the fall (i.e. after the transgression becomes publicly
known) which involves such actions as voluntary disclosure, acceptance of responsibility and
punishment, and substantive change to prevent reoccurrence of wrongdoing and signal
rehabilitation. Corrupt institutional orders can be dismantled through creating alternative
identities that frame action in an anti-corrupt manner and through developing habits and
practices consistent with anti-corruption logic (Ashforth et al., 2008).
2.3.3.5

Establishing Balance in Organizational Controls

Organization controls guide the use of strategy facilitating the comparison between actual
results to the expected results and suggesting the corrective action to take when the
difference is unacceptably high. When properly designed these organization controls provide
a spot light on behaviors to be supported to enhance the firm‘s performance. Hitt et al. (2013)
defines controls as the formal, information based procedures used by managers to maintain or
alter patterns in organizational activities. Organizations use both strategic controls and
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financial controls to support the implementation of their strategies. Shields, Deng, & Kato
(2000) while noting that accounting studies have revealed a direct positive relationship
between controls and performance, demonstrate an indirect negative relationship between the
controls (standard tightness) and performance through an intervening variable of job related
stress.
Strategic controls are mainly based on subjective criteria whose purpose is to verify that the
firm is using the appropriate strategies given the conditions in the external environment and
the firm‘s core competences hence competitive advantage. Effective strategic controls help
the organization change course especially when a strategic change is needed (MacKay &
Chia, 2013). On the other hand, financial controls are mainly based on objective criteria used
to measure the organization‘s performance against quantitative standards that have been put
in place. Common financial controls are the accounting based measures such as the return on
assets (ROA) or on the investment (ROI), including the market based measures such as the
economic value added (EVA). Especially for diversified business where strategic controls
may not be as easy to use, financial controls are most effective to evaluate the performance in
the diversified unrelated business strategy.
The organization is structured to employ both the strategic controls and financial controls and
it is the combination that makes the structure most effective (Hitt et al., 2013). Firms would
however rely on either strategic or financial controls depending on their strategy. For
example diversified firms pursuing cost leadership strategy would rely more on financial
controls (cost controls) while those pursuing differentiation strategies may rely more on the
strategic controls. Financial controls more often produce short term risk averse decisions
because financial outcomes could be outside the control of the leaders. On the other hand,
strategic controls enable managers to take decisions incorporating acceptable levels of risk
when the responsibility for the outcome is shared by the management body. It is therefore
important that as firms consider controls, they properly balance the use of strategic and
financial controls (Kim et al., 2013). The Balance Scorecard (BSC) is a tool strategic leaders
use to achieve the kind of balance that is required (Hitt et al., 2013).
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Porter (1992) indicates that over reliance on financial measures being lag indicators that
report on outcomes from past actions, could promote behavior that sacrifices long term value
creation for short term performance. The Balanced Scorecard approach integrates financial
performance with lead indicators of future performance. The Balanced Scorecard includes
financial measures that tell the results of actions already taken which are complemented by
operational measures on customer satisfaction, internal processes and the organization‘s
innovation and improvement activities i.e. operational measures that are the drivers of future
financial performance (Kaplan & Norton, 1992).
Friesl & Silberzahn (2012) noted that in establishing collaborative strategy in a multinational
enterprise (MNE) between the headquarters and amongst the country subsidiaries, country
heads‘ incentives created conflict between local interest and global interest. Local interest
focuses on short term financial outcomes i.e. financial controls while global interest focuses
on strategic actions i.e. strategic controls, thereby hindering the pursuit of a global
harmonized strategy. Implementation of a Balanced Scorecard was used to resolve this by
breaking down the global targets to subsidiary level hence reducing strategic decoupling.
Strategic decoupling refers to the misalignment between the strategy of headquarters and that
pursued by the country units, in that local objectives were tied to global objectives which
provided incentives for increased collaboration amongst the subsidiaries thus achieving a
global harmonized strategy.
The Balanced Scorecard was initially conceived as an organizational performance
measurement tool that includes non-financial as well as financial measures. Through
ensuring all of the objectives and measures inherent to it are driven from the organization‘s
vision and its resulting strategy, the balanced Scorecard has been transformed from a
performance measurement tool to a strategic tool (Kaplan & Norton, 2001a). The concept
evolved from a performance management system to become the organizing framework for a
new

strategic

management

system

enabling

organizations

achieve

performance

breakthroughs while capitalizing on capabilities and assets already existing within the
organization (Kaplan & Norton, 2001b). Kaplan & Norton (2001b) likens the Balance
Scorecard to providing the ―recipe‖ that enables ingredients already existing in the
organization to be combined for long term value creation. Firms jeopardize their long term
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performance when financial controls, which provide feedback about outcomes of past
actions, are emphasized at the expense of the strategic controls, as they do not communicate
drivers of future performance (Hitt et al., 2013). Higher levels of performance are achieved
by striking an appropriate balance of strategic controls and financial controls.
The BSC allows managers to look at a business from four perspectives namely: financial
(concerned with profitability, growth and shareholder value), customer (concerned with how
the company‘s products or services contribute to creating value for the customer), internal
business processes (concerned with priorities for the various processes that create customer
and shareholder satisfaction), and learning and growth (concerned with the firm‘s creation of
a climate that supports change, innovation and growth) (Kaplan & Norton, 1992). The use of
the BSC urges the firm to understand how to respond to its shareholders (financial
perspective), how customers view it (customer perspective), what internal operations to excel
at for competitive advantage (internal perspective) and what it can continue to improve and
create value in order to grow (learning and growth perspective) (Kaplan & Norton, 1992).
Kaplan & Norton (2001a) cautions on the implementation failures of the Balanced Scorecard
being essentially design failures and process failures. Design failures arise when too few or
too many measures are used in their perspectives thereby failing to obtain a balance between
the outcomes they are trying to achieve and the performance drivers of those outcomes, or
failure to align each unit‘s balanced scorecard to the overall strategy leading to a ―Scorecard
Barbel‖. Process failures generally arise out of lack of commitment by senior management,
too few individuals involved, or involving only top management, use of inexperienced
consultants for delivery of the BSC methodology (Kaplan & Norton, 2001a). Firms generally
emphasize the strategic controls when assessing performance relative to the learning and
growth perspective, while emphasis is on financial controls when assessing performance
relative to the financial perspective. The firm would select the number of criteria that will
allow it both strategic and financial understanding of its performance without getting
immersed in too many details (Hitt et al., 2013).
Rowe (2001) defines strategic leadership as influencing others to make decisions that
enhance sustainability in the long term, while maintaining financial stability in the shortterm. While managerial leaders emphasize an organization‘s short term financial stability and
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do not invest in innovation that will change the organization and enhance wealth in the long
term, visionary leaders emphasize long term viability of the organization wanting to change,
be innovative to create wealth in the long term. A strategic leader creates wealth by
combining the qualities of a manager and a visionary to maintain short term financial
stability while enhancing long term viability by overseeing the day-to-day operating and long
term strategic responsibilities. They fight against the constraining influence of financial
controls and fight for the exercise of strategic and financial controls, with the emphasis on
the strategic controls (Rowe, 2001). Hoskisson et al.‘s (2005) study on emerging markets
notes that as market institutions develop leading to improved intellectual property rights
protection, mature capital, labor, and product markets, rising of market intermediaries,
business groups become less important leading to refocusing of the entity to its core business
(Hoskisson et al., 2005), enabling top management team to re-establish strategic control of
their separate business units (Xia & Li, 2013).
Integrating appropriate autonomy for the various subunits with strategic control enables the
subunits gain a competitive advantage in their respective markets by allowing the flexibility
necessary to take advantage of specific market place opportunities. Strategic control can be
used to encourage sharing of resources, tangible and intangible, among interdependent
businesses within a firm‘s portfolio. Strategic leadership therefore promotes simultaneous
application of strategic control and autonomy (Hitt et al., 2013)
Sustainable development has been defined as development that meets the needs of the
present without compromising the ability of future generations to meet their own needs
(Brundtland, 1987). Sustainability from a financial sector perspective would necessitate a
balance between creating and maintaining long term value for the firm, client and society and
would focus on the three dimensions namely economic, social, and environment. The UNEP
Inquiry Report (2015) indicates that sustainable finance would therefore create a balance
between economic returns and the social inclusiveness and environmental impact of the
investment (UNEP, 2015). In very broad terms, the economic returns would be linked to the
financial controls while the social and environmental impact would be linked to the strategic
controls. To achieve a sustainable business, the strategic leaders have to achieve the balance

70

between economic returns through financial controls while ensuring the effects of social
exclusivity and environmental impact are mitigated against through the strategic controls.
The Kenya Bankers Association (KBA), the umbrella body for the commercial banks in
Kenya has through its Sustainable Finance Initiative (SFI) put in place guiding principles on
sustainable finance in the commercial banks and created an e-learning capacity building
platform on sustainability for its members and an awards program to encourage its members
use the platform and be certified in sustainability (Sustainable Finance Initiative, 2017). Most
organizations pursue sustainability goals and a framework was developed by John Elkington
called Triple Bottom Line which measures performance along the interrelated dimensions of
profit, people and the planet (3Ps) which represents the dimensions of performance along
financial, social, and environmental axes (Slaper & Hall, 2011). The financial dimension
would be considered aligned to the financial control while the social and environmental
dimensions would be considered aligned to the strategic control.
2.3.4

Moderating Role of Environmental Complexity

There are other factors which are not within the control of the leaders but which none the less
affect the dependent variable, and these are identified as moderating variables. A moderator
is qualitative (race, sex, profession) or quantitative (level of earning, experience) variable
that affects the direction and/or strength of the relation between an independent variable and
a dependent variable. It always functions as an independent variable exogenous to certain
outcome effects (Baron & Kenny, 1986). Hunt & Osborn (1981) modelled the moderating
variables as represented by the environmental complexity, contextual complexity and
structural complexity of a unit. In this study, the moderating variable was modelled as
represented by the environmental complexity. It was considered out of scope to model
contextual complexity and structural complexity as this would have been most effectively
achieved in a longitudinal study.
Complexity is defined as the measure of multiplicity in environmental factors in which the
organization operates (Mason R. , 2007). Baburoglu (1988) similarly defined environmental
complexity as the heightened environmental uncertainty and the changes of occurrences,
mainly unexpected, in a continuously evolving state. Environmental uncertainty influences
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the strategic choice of every organization that operates within it (Qiong, Wen, & Yun, 2012).
Relating to environmental complexity, the moderating variables controlled for were changes
in the regulatory environment, legislative changes, actions by the other players within the
industry (competition), macroeconomic factors (in particular changes in inflation, exchange
rate and interest rates in the market), and impact of global issues on the banking sector
(geopolitical factors and effect on price of oil).
The regulatory environment in the Kenyan banking sector may have changed with the change
of leadership at the Central Bank of Kenya when a new Governor, a new Deputy Governor
and a new Chairman were appointed at the regulator of the banking sector in June 2015. This
was followed by re-organization in the management ranks affecting key departments at the
Central Bank. These changes at the Central Bank were followed by actions from the
regulator with the decision to put three banks in receivership over a span of eight months
(Dubai Bank in August 2015, Imperial Bank in October 2015 and Chase Bank in April 2016)
that caused significant volatility in the market leading to liquidity shift in the market from
small and medium size banks to the large banks as small and medium size banks were
perceived to be systemically weak. This market development could influence the bank‘s
implementation of strategy.
Legislative changes could also impact the dependent variable. In August 2016, the Banking
Amendment Act, 2016 was enacted and became effective on 14 September 2016. The effect
of the amendment to the Banking Act was to introduce a cap on the lending rates by banks at
4% above the base rate determined by the Central Bank and a minimum deposit rate at 70%
of such base rate, and further criminalized non-compliance to the cap on interest rate as
prescribed in the law. In view of the consequences of this law on the banking operations in
which the banking spreads are capped, this would have an influence on the bank‘s
implementation of its strategy. For instance its appetite for the high risk products that
necessitated the high interest charges, may be scaled down, going forward. Innovation in
some products targeting specific segments may be reduced while business models may
change to generate efficiencies in order to operate profitably within the reduced margins.
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2.4

Empirical Review of Literature

The empirical literature review discusses the issues that this study has set out to address, with
each subsection being derived directly from the research objectives of this study. The study
reviewed and analyzed research works found to be relevant to this study for the purpose of
picking out any research gaps and issues that may be relevant to the research objectives and
the variables to be studied.
2.4.1 Strategic Direction and Strategy Implementation
Several studies have emphasized on the relationship between strategic direction and strategy
implementation with some using organization performance as the dependent variable as a
proxy to strategy implementation. Studies that have reviewed strategic direction as an action
characteristic of strategic leadership have ranked the actions in order of importance and
consistently determining strategic direction comes out as the most important of the actions.
This was the case in the study by Hagen et al. (1998) which entailed exploring the most
critical strategic leadership criteria. Their analysis comprised six criteria which were strategic
direction, core competencies, human capital, organizational culture, ethical practices and
organizational controls. They also examined American CEO‘s perceptions of the ranking
suggested in Hitt et al. (2013). The results indicated that determining strategic direction is
amongst the most critical components of strategic leadership in a corporate entity. They
however noted that exercising strategic controls affects the other five components as well. As
predicted by Hitt et al. (2013), the CEOs accepted the rankings of the most critical
components with determining strategic direction as the most critical with one exception: they
emphasized developing human capital over maintaining original core competencies to reflect
the importance of human resources in the 21st century (Hagen et al., 1998).
In a study to investigate the perceived role of strategic leadership in the implementation of
strategy in South African organizations targeting strategic leaders in the South African
organizations listed in the South African Financial Mail Top 200 companies, Fourie (2007)
also established that as predicted by Hitt et al. (2013), determining the organization‘s
strategic direction is not only perceived to be the most important strategic leadership role in
South African organizations but that it is also the strategic leadership action that is perceived
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to play the most important role in the effective implementation of strategy. Serfontein (2010)
investigated the impact of strategic leadership on the performance and operational strategy of
businesses in South Africa

and found a direct and indirect positive association. The

independent variable was strategic leadership where the six components of strategic
leadership in Hitt et al. (2013) model was re-conceptualized as three interrelated constructs
of action (determine strategic direction and exploit core competencies), coherence (maintain
core competencies, develop human capital, and emphasize ethical practices) and discipline
(establishing balance between strategic controls and financial controls, and sustaining an
effective corporate culture).
The

dependent

implementation),

variables

were

strategy

orientation

(strategy

formulation

and

operational excellence (cost management, product differentiation and

integration of the people) and organization performance (ROA, EPS and self reported
performance). The reasearch concludes that there is a direct positive relatioship between
strategic leadership and operational strategy orientation and organizational performance of
business organizations in South Africa. This is consistent with the conclusion in Fourie
(2007)
Kihara, Bwisa, & Kihoro (2016) showed that strategic direction did not have a significant
relationship on the performance of the manufacturing SME firms in Thika Sub-County,
Kenya, attributed to the fact that in this study, strategic direction was considered to be an
indirect predictor of performance, that is, an antecedent variable. This implied that since
strategic direction was an antecedent variable, its role during strategy implementation usually
was taken up by the other predictor variables (leadership styles, structural adaptations, human
resources and technology). This confirms the finding by Lumpkin & Dess (1996) who
observed that the relationship between strategic orientation and organizational performance is
influenced by many third-party variables, and the different effects of third variables may lead
to different performance levels, leading the researchers to recommend that studies on the
complex relationship between strategic direction and other predictor variables should be
conducted in specific contexts. Liu and Fu (2011) noted that existing empirical evidence on
relationship between strategic orientation (direction) and organization performance (strategy
implementation) is mixed, and moderators and mediators are therefore introduced.
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Chirico and Sirmon (2010) in a study to establish the influence of entrepreneur orientation on
performance moderated by generational involvement on family firms and participative
strategy found additional support for the baseline expectation that increased entrepreneurial
orientation positively affects the performance of family firms. On the moderation the study
found that generational involvement inhibits the entrepreneurial orientation/performance
relationship, unless high levels of participative strategy are utilized. This study, therefore,
investigates the following hypotheses;
H10:

Determining the strategic direction in the bank (SD) significantly contributes to the

effective implementation of strategy (SI) in commercial banks in Kenya
H1a:

Determining the strategic direction in the bank (SD) does not significantly contribute

to the effective implementation of strategy (SI) in commercial banks in Kenya
2.4.2 Core Competencies and Strategy Implementation
Agha & Alrubaiee (2012) investigating the relationship between core competence,
competitive advantage and organizational performance in the context of paint industry in the
UAE with the survey administered electronically to a total of 77 managers, found that while
core competence has a strong and positive impact on competitive advantage and
organizational performance, competitive advantage has also significant impact on
organizational performance. Core competence was measured through three dimensions:
shared vision, cooperation and empowerment and the results confirmed the varying
importance of core competence dimensions on competitive advantage and organizational
performance. Performance is the end result of activities, including the actual outcomes of the
strategic management process. The practice of strategic management is justified in terms of
its ability to improve the organization‘s performance (Agha & Alrubaiee, 2012). This study
demonstrated that to remain competitive and obtain competitive advantages, managers could
try to increase organizational performance by managing each dimension of core competence.
Nimsith, Rifas, & Cader (2016) in a study in Sri Lanka whose main objective was to identify
the impact of core competencies on competitive advantage on banking firms in Sri Lanka and
whether the identified core competencies were used by banking firms to achieve competitive
advantage. The study based on qualitative survey through structured questionnaire to selected
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banking firms in Sri Lanka revealed that different banking firms have different areas which
they consider as their core competencies and that there is significant relationship between
core competencies and competitive advantage among Sri Lankan banking firms and also
proved that, the core competencies had significant impact on competitive advantage.
King & Zeithaml (2001) carry this further in a study involving 224 executives in 17
organizations and examine relationships between firm performance and causal ambiguity
regarding the link between competencies and competitive advantage. The study revealed
consistent evidence supporting the assertion that linkage ambiguity is negatively related to
firm performance at the TMT and middle-management levels, contradicting the rationale of
the primary hypotheses, which maintained that high levels of linkage ambiguity among
internal managers were necessary to sustain competitive advantage. When these managers
agree on the competencies that contribute to firm success (low causal ambiguity), they are
better prepared to exploit key competencies, to assimilate and share new knowledge, and,
therefore, to contribute to the success of a firm.
Fourie (2007) carried out a study on the role of strategic leadership on the effective
implementation of strategy using a sample of strategic leaders drawn from the Financial Mail
Top 200 Companies (2006) in South Africa. The study revealed that of the seven actions
characteristic of strategic leadership, exploiting and maintaining core competencies ranked
third in order of importance in influencing implementation of strategy in the South African
organizations, ranking behind determining strategic direction of the organization and
developing human capital in that order.
There is a general consistency from the empirical results in the positive correlation between
exploiting and maintaning core competencies and the effective implementation of strategy in
the organizations.
In line with these studies, it is therefore hypothesized that:
H20

Exploiting and maintaining core competencies (CC) in the bank significantly

contributes to the effective implementation of strategy (SI) in commercial banks in Kenya
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H2a

Exploiting and maintaining core competencies (CC) in the bank does not significantly

contribute to the effective implementation of strategy (SI) in commercial banks in Kenya
2.4.3 Human Capital and Strategy Implementation
Hatch & Dyer (2004) studied the relationship between human capital and learning as a source
of competitive advantage hence firm performance using a sample of 25 semiconductor
manufacturing facilities located in the United States, Asia and Europe. In RBV of the firm,
human capital is frequently assumed to contribute to competitive advantage due to its
inimitability and the study found that investments in ﬁrm-speciﬁc human capital have a
signiﬁcant impact on learning and ﬁrm performance. Human capital selection, development
through training, and deployment signiﬁcantly improve learning by doing, which in turn
improves performance. Interestingly, the study found that acquiring human capital with prior
industry experience from external sources signiﬁcantly reduced learning performance, while
firms with high staff turnover signiﬁcantly underperformed their rivals, revealing the timecompression diseconomies that protect ﬁrm-speciﬁc human capital from imitation. There is
therefore new empirical evidence that human capital is inimitable and has an impact on the
performance of the firm.
The learning value of failure experience for the individual is enhanced by the leader‘s
involvement which helps team members‘ perception of psychological safety (Hirak, Peng,
Carmeli, & Schaubroeck, 2012). The study by Carmeli, Reiter-Palmon, & Ziv (2010)
examines how inclusive leadership (manifested by openness, accessibility, and availability
of a leader) fosters employee creativity in the workplace, and hence competitive advantage to
the firm. Using a sample of one hundred and fifty employees who engage in the development
of advanced technological products in eight knowledge-intensive organizations, the study
investigated the relationship between inclusive leadership (measured at Time 1),
psychological safety and employee involvement in creative work tasks (measured at Time 2),
and found that inclusive leadership is positively related to psychological safety, which, in
turn, engenders employee involvement in creative work. This study also underscores the role
of leadership in supporting creativity in the workplace. The employee involvement in
creative work contributes to creation of the organization‘s competitive advantage hence
organization performance.
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Randel et al. (2016) also examined leader inclusiveness related to an employee‘s selfreported propensity to engage in helping behaviors towards the leader or the work group,
using a sample of a sample of 534 respondents through electronic surveys. The results
indicated a positive relationship between leader inclusiveness and leader-directed and work
group-directed helping behaviors, particularly when accompanied by a positive psychological
diversity climate. Zheng, Miner, & George (2013) in a study on the event history analysis of
licensing agreements for patents granted to a technology transfer organization between 1971
and 1999, the theory that individual failure experience in organizations induce useful
learning at the individual and group levels because it reveals valuable information and spurs
actions, was supported. The study presents an integrated model for organization learning that
involves internal failure and success across levels, and offers a framework for multilevel
learning from experience.
In another study, Nixon et al. (2004) examined the effects of downsizing actions and
implementation strategies on market performance. While downsizing actions would reduce
costs, they also produce a consequent loss of valuable human capital that can exceed the
benefits generated from the lay-offs. The study showed that downsizing had a negative effect
on market returns and the effects grow increasingly negative with larger downsizing actions.
Interestingly, the market reacts more positively to downsizing actions when disengagement
incentives are applied. The results of this research indicate the importance of carefully
managing valuable resources to create positive returns.
In a study by Hitt, Bierman, Uhlenbruck, & Shimizu (2006) using law firms in the USA to
examine the importance of two firm resources: human capital and relational capital. The
results show that human and relational capital generally had a positive effect on
internationalization. It was observed that corporate client relational capital was only positive
when teamed with strong human capital. Additionally, human capital positively moderated
the relationship between internationalization and firm performance. The study by Hagen et
al. (1998) entailed exploring the most critical strategic leadership criteria in which they also
examined American CEO‘s perceptions of the ranking suggested in Hitt et al. (2013).
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The CEOs accepted the rankings of the most critical components but emphasized developing
human capital over maintaining original core competencies to reflect the importance of
human resources in the 21st century (Hagen et al., 1998).
Most of these studies reviewed the impact of human capital on some form of measure of
company performance and a few have the implementation of strategy as the dependent
variable which will be the case in this study. It is therefore hypothesized that:
H30

Developing human capital (HC) in the bank significantly contributes to the effective

implementation of strategy (SI) in commercial banks in Kenya
H3a

Developing human capital (HC) in the bank does not significantly contribute to the

effective implementation of strategy (SI) in commercial banks in Kenya
2.4.4 Social Capital and Strategy Implementation
Social capital involves relationships inside and outside the firm that helps in efforts to
accomplish tasks thereby creating value for the stakeholders (Hitt et al., 2013). Studies have
shown the positive relationship between developing social capital and firm performance
through effective strategy implementation.
Multinationals need to establish alliances to enter new markets (Hallen & Eisenhardt, 2012).
In a study by Chang, Gong, & Peng (2012) on the British subsidiaries of Taiwanese MNCs, it
was established that

expatriate competencies for knowledge transfer has a

positive

relationship with subsidiary performance. The absorptive capacity of the subsidiary has a
moderating effect on this relationship such that the more absorptive the subsidiary is, the
greater the impact on subsidiary performance. The expatriate staff need to cooperate with the
subsidiary staff for effective knowledge transfer and influence the performance of the
subsidiary. Managerial ties have vital influence on the corporation‘s activities and may be a
source of competitive advantage and hence firm performance. In a study by Gao, Xu, &
Yang (2008) in two communities in China, one characterized by a high level of foreign direct
investment (FDI) and the other consisting mainly of local corporations, it was found that
absorptive capacity moderates the effect of managerial ties on a corporation‘s innovativeness
and hence its performance.
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Ambidextrous firms (pursuing both exploration and exploitation) are able to develop or have
access to a multiplicity of capabilities that enable them flexibility to exploit opportunities and
respond to threats in line with its strategy. In a study by Cao, Simsek, & Zhang (2010) on
modelling the joint impact of CEO and TMT on organizational ambidexterity on a sample of
122 SMEs in China, it was established that firms with strong social capital are able to be
more ambidextrous and thus able to achieve superior firm performance. The CEO‘s network
extensiveness, CEO–TMT interactional interface, including communication richness,
functional complementarity, and power decentralization, enable the entire TMT to process
disparate information demands essential to attaining ambidexterity.
In a study by Alexiev, Jansen, Van den Bosch, & Volberda (2010) on SMEs in Netherlands,
it was found that both external and internal advice seeking are important determinants of a
ﬁrm‘s exploratory innovation and top management team heterogeneity facilitates ﬁrms to act
upon internal advice by combining different perspectives and developing new products and
services. Interestingly, heterogeneous top management teams appeared to be less effective in
leveraging external advice and pursue exploratory innovation and hence achieve superior
firm performance. Cuevas-Rodriguez, Cabello-Medina, & Carmona-Lavado (2014) studied
the role of internal and external relational social capital (SC) as determinants of radical
product innovation (RPI) using a sample of 142 manufacturing and service companies. It was
found that internal SC is the most relevant predictor of RPI in relation to either technological
or market dimensions, as the inﬂuence of external SC is not as strong as the internal one. On
their interaction effect, external SC reduces the positive effect of internal SC on the RPI and
practitioners should therefore pay special attention to the higher impact of internal SC on RPI
hence firm performance and the need to be alert to the challenges that emerge when it is
combined with external SC.
Relational capital is a form of social capital that refers to the joint benefits embedded in a
relationship between parties that is highly important to them (Dyer & Singh, 1998). In a
study by Hitt, Bierman, Uhlenbruck, & Shimizu (2006) using law firms in the USA to
examine the importance of two firm resources: human capital, and relational capital derived
from relations with corporate clients and foreign governments. It was found out that human
and relational capital generally had a positive effect on internationalization. It was observed
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that corporate client relational capital was only positive teamed with strong human capital.
Whereas human capital positively moderated the relationship between internationalization
and firm performance, neither form of relational capital, corporate or government, moderated
that relationship. Although corporate client relational capital had a strong, positive effect on
firm performance, foreign government relational capital had a negative effect on
performance. It is hypothesized that:
H40

Developing social capital (SC) in the bank significantly contributes to the effective

implementation of strategy (SI) in commercial banks in Kenya
H4a

Developing social capital (SC) in the bank does not significantly contribute to the

effective implementation of strategy (SI) in commercial banks in Kenya
2.4.5 Organization Culture and Strategy Implementation
Managers need to tailor their practices into a culture that complement the chosen strategy
(Klein, 2008). Several studies have been reviewed that link the effective organizational
culture to indicators of superior firm performance, which could be considered as outcomes of
effective implementation of the chosen strategy. Stare ( 2012) studied the level of project
organizational culture in Slovenian enterprises and the impact of that culture on team
motivation and project execution compared with monetary rewards for finalizing projects in
time and within budget. The research showed that a project organizational culture along with
rewards increase the motivation of team members and consequently reduces project delays
and cost overruns.
In a study by Abbasi & Zamani-Miandashti (2013) to investigate the role of transformational
leadership, organizational culture and organizational learning in improving the performance
of Iranian agricultural faculties, the research population consisted of all faculty members of
public agricultural faculties affiliated with Iran's Ministry of Science, Research and
Technology. The results showed that there was a positive and significant relation between
contextual components (transformational leadership and learning organizational culture) and
process component (organizational learning), with the two contextual components explaining
87.3 % of the process component variance. In addition, there was a positive and significant
relation between process component and performance component. This findings show that
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learning organizational culture with the effect on organizational learning process not only
improve the faculty performance, but also change them to learning organizations.
Dwivedi, Kaushik, & Luxmi (2013) carried out a study on BPO units in India to establish a
relationship among Organizational Culture and Turnover Intentions of employees, with
Organizational Commitment mediating between Organizational Culture and Turnover
Intentions and found that Turnover Intention is significantly influenced by Organizational
Culture with Commitment being of the partial mediation type. This study contributes to a
better understanding of the influence of Organizational Culture on the Turnover Intentions
among employees and therefore creation of a competitive advantage for the firm and its long
term performance.
Catanzaro, Moore, & Marshall (2010) studied how job pursuit and application decisions of
male and female job applicants are impacted by beliefs about the organization's culture using
undergraduate students in the USA. The study used an experimental design to manipulate
organizational culture and salary trade-offs. Two hypothetical organizations were depicted as
having either a competitive ("masculine") or supportive ("feminine") organizational culture
and choosing the supportive culture required the trade- off of lower salary. It was found that
organizational culture interacts with gender to influence applicant attraction. Men were more
likely than women to intend to pursue a job with the competitive organization but
interestingly, the majority of both men and women reported stronger interest in working for
the supportive organization, even though salary would be lower. The organizational culture
influences the applicant‘s decision making and both male and female were willing to tradeoff a lower salary in return for a supportive organizational culture. This is important for
organizations targeting high quality applicants but offering direct compensation that is lower
than that offered by competitors.
Berson, Oreg, & Dvir‘s (2008) study on 26 Israeli companies in multiple industries examine
the relationships between CEO values and organizational culture, and between organizational
culture and firm performance. Beyond the effects of the independent variables, the study
controlled for CEO demographics and organizational characteristics, which may also
influence organizational processes and performance. Although the external environment was
acknowledged as possible to have an effect, the possible moderating effect was not modelled
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in this study as the business orientation in Israel was very much influenced by the general
trends in the US and the business culture tended to be much more individualistic than that of
Israeli society as a whole which was indicated as low-medium on individualism. The study in
support of its hypotheses found that CEO values (self-direction, security, and benevolence)
were associated with respective cultures (innovation-oriented, bureaucratic, and supportive)
which in turn showed differential associations with subsequent organizational outcomes
(sales growth, an index of organizational efficiency and assessments of employee
satisfaction, respectively).
The control variables had no effect on the relationship. This empirical testing of the Upper
Echelons Theory using psychographic data from CEOs is rare because of the difficulty in
obtaining such data (Priem et al., 1999). This study is amongst the few works to empirically
demonstrate the link between CEO psychological characteristics and organizational culture,
and demonstrates how cultural characteristics are differentially linked with organizational
outcomes. Singh (2011) in a study on 214 managers from public and private sector
organizations in India on the effect of Human Resource Development (HRD) practices and
organization culture (self-realization, status enhancement, unique values and socio economic
support) on managerial effectiveness, showed that the HRD practices and organizational
culture were strong predictors of managerial effectiveness both in private sector and public
sector organizations. This study demonstrates the intervening process that connects HRD
practices in the organization with managerial effectiveness and hence performance at
organizational level.
Deverell & Olsson (2010) depicted the organization culture in a typology based on
organizations‘ capacities to launch crisis management strategies by adaptation at managerial
and operational levels and classified as Fully Adapting Organization, Semi-Adapting
Organization and Non-Adapting Organization. Based on three inductive case studies, the
study concludes that organizational culture plays an important role in this process of strategy
change and adaptability where the Semi and the Non-Adapting organizations were dominated
by strong expert cultures that proved to be less inclined to change, while the Fully Adapting
Organization had deliberately fostered an organizational culture in which flexibility was a
cornerstone.
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Most of the studies reviewed the link between organization culture and its performance.
Superior performance by the firm may be as a result of its effective implementation of
strategy and therefore this study seeks to establish that direct link between effective
organization culture and effective implementation of its chosen strategy and therefore
hypothesizes that:
H50

Sustaining an effective organization culture (OCu) in the bank significantly

contributes to the effective implementation of strategy (SI) in commercial banks in Kenya
H5a

Sustaining an effective organization culture (OCu) in the bank does not significantly

contribute to the effective implementation of strategy (SI) in commercial banks in Kenya
2.4.6 Ethical Practices and Strategy Implementation
Berrone, Surroca, & Tribó (2007) empirically assessed the impact of corporate ethical
identity (CEI) on a firm's financial performance using a sample comprising 398 companies
belonging to 26 countries. The study analyzed two dimensions of the CEI of firms: corporate
revealed ethics and corporate applied ethics, and found that ethics has informational worth
and enhances shareholder value, whereas applied ethics has a positive impact through the
improvement of stakeholder satisfaction (SS). On the other hand, revealed ethics by itself
(i.e. decoupled from ethical initiatives) is not sufficient to boost economic performance. This
study shows that firms with a strong ethical identity achieve a greater degree of stakeholder
satisfaction (SS), which, in turn, positively influences a firm's financial performance.
Deshpande, Joseph, & Shu (2011) examined perceptions of ethical climate and ethical
practices of 118 successful Chinese managers among business students and managers in the
Zhejiang province of China and the impact of different ethical climate types
(professionalism, caring, rules, instrumental, efficiency, and independence) on perceived
ethical practices of successful managers. The ―rules‖ was the most reported, and
―independence‖ was the least reported, among the various climate types, a majority of the
respondents perceived the successful managers as ethical, with the "rules" climate
organization perceived of a strong positive link between success and ethical behavior. None
of the other climate types had an impact on the link between success and ethical behavior. In
a similar study by Deshpande (1996) on 252 middle level managers of a large non-profit
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charitable organization in the USA, it was also found that a majority of the respondents
perceived successful managers as ethical but the managers in this sample were less optimistic
about the relationship between success and ethical behavior. Those who believed that their
organization had a "caring" climate perceived a strong positive link between success and
ethical behavior. Those who believed that their organization had an "instrumental" climate
perceived a strong negative link between success and ethical behavior.
In yet another similar study on a sample of 200 managerial employees from seven hospitals
in Poland, Simha & Stachowicz-Stanusch (2013) found "efficiency" was the most reported,
and "professionalism" was the least reported ethical climate type, with a majority of the
respondents (61.5 %) perceiving successful managers as being ethical, and in particular,
those that believed that their organization had a "professionalism" and "independence"
climate perceived a strong positive link between success and ethical behavior. Deshpande,
George, & Joseph (2000) in a similar study on managerial employees in state-run
educational, research, and scientific institutes in Russia found that "rules" was the most
reported and "independence" was the least reported ethical climate type. Those who
perceived a strong link between success and ethical behavior report high levels of a "caring"
climate and low levels of an "instrumental" climate. These studies show that the most
reported ethical climate type depends on the context (industry and country) but in all there is
a clear perceived link between ethical behavior and success of the managers.
Luthar & Karri (2005) studied the effects of exposure to ethics education on perceptions of
the linkage between organizational ethical practices and business outcomes, using a stratified
sampling approach on 817 business students in the USA and found that exposure to ethics in
the curriculum had a significant impact on student perceptions of what should be the ideal
linkages between organizational ethical practices and business outcomes. Female students
were found to be having a higher expectation on the link of "ethics practices and business
outcomes" and that exposure to ethical education may have a positive impact on males and
allow them to catch up with females in their ethical sensitivities concerning the ideal linkage
between organizational ethical behavior and business outcomes.
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Further, consistent with the literature, the study found that gender differences in ethical
attitudes regarding the ideal ethical climate, while significant for undergraduates, appeared to
narrow considerably for the working professionals who were part-time MBA students.
Choi & Jung‘s (2008) study on the relationship between the financial performance of a
corporation and its commitment to business ethics, using Korean companies found a
significant association between the ethical commitment of Korean companies and their
valuation on the Korean stock market. The association between ethical commitment and
financial performance was, however, not significantly supported. Donker, Poff, & Zahir
(2008) studied Canadian companies listed on the Toronto Stock Exchange and found
statistically significant evidence that corporate ethics through a corporate values index (CVIndex) positively correlated with firm performance. The results are even more significant for
firms with low market-to-book values. This empirical findings implied that corporate ethics
was vital for management, employees, shareholders, stake holders, and the community at
large.
Wu (2002) studied the relationship of ethical decision-making by individuals to corporate
business ethics and organizational performance of three groups: SMEs, Outstanding SMEs,
and Large Enterprises, in order to provide a reference for Taiwanese entrepreneurs to practice
better business ethics. The survey results demonstrated that ethical decision-making by
individuals, corporate business ethics and organizational performance are highly related, and
high levels of organizational performance were directly attributable to high levels of applied
corporate and individual ethics. Outstanding SMEs tended to reject ethically unsound
practices such as padded expense accounts, tax evasion and misleading advertising.
Verschoor‘s (1998) study demonstrate a link between overall financial performance and an
emphasis on ethics as an aspect of corporate governance. It identified 26.8 percent of the 500
largest U.S. public corporations that, in their annual report to shareholders, commit to ethical
behavior toward their stakeholders or emphasize compliance with their code of conduct. It
was found that the financial performance of these corporations ranks higher than that of those
who do not, which findings should motivate more corporations to utilize the principles of
Social and Ethical Accounting, Auditing and Reporting (SEAAR).
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Most of the studies reviewed the link between emphasizing ethical practices and the
organization‘s performance. Superior performance by the firm may be as a result of its
effective implementation of strategy and therefore this study seeks to establish that direct link
between emphasizing ethical practices and effective implementation of its chosen strategy
and therefore hypothesizes that:
H60

Emphasizing ethical practices (EP) in the bank significantly contributes to the

effective implementation of strategy (SI) in commercial banks in Kenya.
H6a

Emphasizing ethical practices (EP) in the bank does not significantly contribute to the

effective implementation of strategy (SI) in commercial banks in Kenya.
2.4.7 Organizational Controls and Strategy Implementation
In Shields, Deng, & Kato‘s (2000) study on the effect of organizational controls
(participative standard setting, standard based incentives, and standard tightness ) on
organization performance using a sample of the automobile design engineers in a firm in
Japan and found that the effect of organization controls on performance shows a better fit to
the data when modelled through the mediating influence of job-related stress than directly
without the mediator.
Chen, Park, & Newburry (2009) studied the link between organizational controls (output,
process, social) structure and its resource contributions (property-based, knowledge-based) in
International joint Ventures (IJVs). Using a sample of IJVs in China, it was found that
property-based contribution is linked with output and process control, and knowledge-based
contribution is related to process and social control. This study establishes the link between
the control structure and the resource contributions but however the link from resource
contributions to the organization performance is not established. In this study, we attempt to
establish that link with implementation of strategy.
Gopal & Gosain‘s (2010) study in the context of 96 outsourced software projects in India
examined the consequences of control mode choices on project performance, and found that
formal and informal control modes have a significant impact on software project outcomes,
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but need to be finely tuned and directed toward appropriate objectives. In addition, boundaryspanning activities significantly improve the effectiveness of formal controls.
Integrating appropriate autonomy with strategic control enables the various subunits gain
competitive advantage in their respective markets and therefore strategic leaders need
simultaneous application of strategic control and autonomy (Hitt et al., 2013). Qian et al.‘s
(2008) study examined how regional diversification affects firm performance and found that
regional diversification had linear and curvilinear effects on firm performance such that
regional diversification enhanced firm performance linearly up to a certain threshold, and
thereafter its impact became negative. Firms of developed countries maximized their
performance when operating across a moderate number of developed regions and a strictly
limited number of developing regions, which explained why internationalization by most
international firms was regional rather than global.
This study therefore hypothesizes that:
H70:

Establishing balanced organizational controls (OCo) in the bank significantly

contributes to the effective implementation of strategy (SI) in commercial banks in Kenya.
H7a:

Establishing balanced organizational controls (OCo) in the bank does not

significantly contribute to the effective implementation of strategy (SI) in commercial banks
in Kenya.
2.4.8 Environmental Uncertainty as Moderating Variable
Environmental uncertainty influences an organization‘s strategic choice and strategic leaders
need to make strategic decisions based on future expectations on the external environment
(Qiong, Wen, & Yun, 2012). For organizations in turbulent environments to succeed, they
employ strategies that are more radical and disruptive, unlike those in stable environments
that rely on traditional management and strategies (Mason, 2007).
Environmental uncertainty complicates the task and purposes of strategic leaders and the
need to be able to process forecasting information for TMT members (Qiong et al., 2012).
Qian, Cao, & Takeuchi‘s (2013) study was formulated to assess the importance of both
competitive and institutional environments in moderating the upper echelon effects within a
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transition economy, using a sample of CEOs and CTOs of 122 Chinese firms and both
competitive uncertainty and institutional support were found to shape top management team
decision making processes and their outcomes.
Mason (2008) investigated the relationship between environmental turbulence, managers‘
perception of the external environment and business success in South Africa and found that
the organization that anticipates and masters change in the environment (proactive) was more
successful than that that delays action until forced to (passive). The study emphasizes Brown
and Eisenhardt‘s (1998) suggestion of reacting to change when necessary and anticipating
change when possible, forcing competitors to react, which can be achieved through activities
like launching of new products, or setting new industry standards. This allows strategic
direction to ‗emerge‘ from the relationship with the environment hence organization
flexibility.

In the corporate world, strategic flexibility enables adaptation to changing

environments and and thus creates a competitive advantage (Thomas, 2014). According to
Carpenter et al. (2004), the environment as a moderating variable affects the top management
in the process of strategic decision-making. The study thus hypothesizes that:
H80

Environmental complexity significantly moderates the relationship between strategic

leadership and the effective implementation of strategy in commercial banks in Kenya.
H8a

Environmental complexity does not significantly moderate the relationship between

strategic leadership and the effective implementation of strategy in commercial banks in
Kenya.
2.5

Chapter Summary

This chapter discussed the theoretical framework underpinning strategic leadership and its
influence on implementation of strategy. Strategic Leadership Theory, The Upper Echelons
Theory and the Complexity Theory are the main theories that this study has relied on.
Specific focus was on the strategic leadership actions that influence the implementation of
strategy. It was established that the strategic leadership actions that contribute positively to
the effective implementation of strategy were (1) determining the strategic direction, (2)
effective management of resource portfolio, (3) sustain effective organization culture, (4)
emphasize ethical practices, and (5) establish balanced organizational controls. Theoretical
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framework on strategic management and specifically on the implementation of strategy was
also reviewed, in addition to the empirical studies on strategic leadership influence on
company performance. The chapter concludes by developing a conceptual framework for the
study.
Chapter three presents the methodological approaches used. The research philosophy, design
and the procedure followed in carrying out this study, are presented in this chapter. The
chapter also covers the research population, sampling design, data collection and the analysis
methods.
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CHAPTER THREE
3.0

RESEARCH METHODOLOGY

3.1

Introduction

This chapter summarizes the information on the methodologies adopted for this study. It
provides a description of the research philosophy and research design, the target population
and sampling design, data collection method and the analysis.
3.2

Research Philosophy

Research philosophy is a belief about the way one pursues data collection, analysis and data
use about a phenomenon. It is the basic belief system guiding the research covering the
choice of method and includes three major aspects. One, epistemology which concerns what
constitutes acceptable knowledge in a field of study, or what is known to be true, as opposed
to doxology, which is what is believed to be true. Two, ontology which is concerned with
social beings, and focuses on the nature of reality and has two aspects – objectivism and
subjectivism. Three, axiology which is a branch of philosophy that studies judgements about
value (Saunders et al, 2014; Mkansi & Acheampong, 2012). Saunders et al. (2014)
categorize research philosophies into positivism, interpretism, realism and pragmatism.
Positivism, sometimes called scientific, is grounded in the belief that reality is stable and can
be viewed and described objectively. It is therefore possible to manipulate reality by varying
a single independent variable to identify relationships between elements in the real world.
Predictions can be made on the basis of these interrelationships (Saunders et al., 2014;
Mkansi & Acheampong, 2012). Scholars have associated positivism with the natural sciences
and much debate has been raised on the suitability of positivist paradigm for social science
research (Mkansi & Acheampong, 2012). The researcher maintains independence of data
and an objective stance and data collection is usually highly structured and quantitative
measurement. According to Neuman (2014) positivists emphasize the principle of replication
as the ultimate test of valid knowledge because different observers reviewing the same
objective facts should arrive at the same results.
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Interpretism is grounded on the subjective interpretation and intervention in reality to fully
understand it, acknowledging the researcher‘s ability to affect the phenomena under study. It
is the belief that reality is multiple and relative and the researcher and his informants are
interdependent and mutually interactive, the goal being to understand and interpret the
meanings in human behaviour instead of generalizing and predicting causes and effects
(Hudson & Ozanne, 1988). Realism is based on the understanding that objects exist
independently of our knowledge implying existence of a reality independent of the human
mind (Saunders et al., 2014).
Pragmatism argues that it is possible to work with both positivist and interpretivist with the
most important determinant of research philosophy being the research question. Agerfalk
(2010) argues that pragmatists are more interested in utility and usefulness than in abstract
notion of truth since the true value of knowledge lies in its practical usefulness and its ability
to bring about informed change. Knowledge is created and used for action (Neuman, 2014).
From the philosophical worldviews, this research falls in the category of positivism in view
of the fact that the research has relied on the data without bias to get the truth to explain the
impact of strategic leadership on the implementation of strategy in commercial banks in
Kenya.

Positivism research philosophy or paradigm aligns the process of knowledge

generation systematically using quantification in order to enhance precision in the description
of parameters and the establishment of the relationship between them. The positivist
paradigm emphasizes objectivist approach thus giving prominence to research methods that
focus on quantitative analysis (Mkansi & Acheampong, 2012). Quantitative research
approach was appropriate for this study as it involves systematic collection, statistical
analysis of the data and the development of an analytical framework (Saunders et al., 2014).
This study is aimed at empirically examining the relationship between measurable variables
using a validated measurement instrument.
3.3

Research Design

Research design is defined as a plan for selecting the sources and type of information used to
answer the research question. It is a framework for specifying relationships between the
variables in the study and gives an outline of each procedure from the hypotheses to the
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analysis of data (Cooper & Schindler, 2014). Both quantitative and qualitative techniques can
be used and researchers tend to have a preference for either though mixed research
techniques can also be used taking advantage of the benefits in each of the two techniques.
Quantitative research aims to determine the relationship between one set of variables
(independent variables) and another set (the dependent variables) in a population. In this
study which aimed at establishing the relationship between the critical strategic leadership
actions (independent variables) and the implementation of strategy (dependent variable) in
commercial banks in Kenya, the researcher selected the quantitative techniques approach.
The research design is in addition defined from the very basic – reporting research to the
more advanced – predictive research. In between there are the following research designs –
exploratory, descriptive, causal-explanatory, experimental, and observational. This study
used the descriptive design in which the study was concerned with learning why i.e. how one
variable produced changes in another and essentially tried to explain the causal relationships
amongst variables (Cooper & Schindler, 2014). As opposed to experimental study where the
aim is to establish causality, this study was descriptive using correlational analysis.
Descriptive study is used when the study aims at establishing the relationship between the
variables without the depth of establishing causality (Cooper & Schindler, 2014). As opposed
to exploratory study where emphasis is on discovery of ideas or insights, descriptive study
design is a rigid design (protection against bias and must maximize reliability), use
probability sampling, employs pre-planned design for analysis and structured data collection
instrument (Kothari & Garg, 2014).
Moreover this study covered the perceptions and beliefs of the top management teams (TMT)
who comprise the strategic leaders in the commercial banks in Kenya and direct responses
were received from the TMT of the banks. It therefore follows that the unit of analysis for
this study was these strategic leaders. In this study the independent variables were the critical
strategic leadership actions which were identified as: (1) determining the strategic direction,
(2) exploiting and maintaining core competencies, (3) developing human capital, (4)
developing social capital, (5) sustaining effective organizational culture, (6) emphasizing
ethical practices, and (7) establishing balanced organizational controls. The dependent
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variable was the effective implementation of strategy, which would be inferred from the
overall performance of the institutions, using the Balance Scorecard framework
3.4

Target Population

A population is defined to cover all the units that the research covers or to which it can be
generalized (Neuman, 2000). The universe for this study comprises all strategic leaders in the
banking sector in Kenya. Hitt et al. (2013, p.372) states that ‗the primary responsibility for
effective strategic leadership rests at the top, in particular with the CEO. Other commonly
recognized strategic leaders include members of the board of directors, the top management
team, and divisional general managers‘. This group extends to any individual who has
responsibility over human capital and/or part of the firm (Hitt et al., 2013). The target
population in this study was all the strategic leaders in the banking sector as this is the group
considered to be involved in the implementation of strategy. This comprises of the TMT
including the CEO. This study therefore did focus on the TMT as the unit of analysis, instead
of the CEOs. A census of all the strategic leaders in the 40 operating commercial banks was
436.
3.5

Sampling Design

3.5.1 The Sampling Frame
The sampling frame is the full list of items from which the sample is drawn and therefore has
is the list of population members that is both complete and correct (Cooper & Schindler,
2014). The study aimed at analyzing responses from the leaders that make strategic decisions
in the institution and are involved in the implementation of the institution‘s strategy. All the
strategic leaders comprise the sample and therefore the study was a census. The list of the top
management team per bank was obtained from each bank and the number came to 436.
3.5.2

Sampling Techniques

The target population was 436 and the study carried out a census covering all the elements in
the target population. Cooper & Schindler (2014) indicate the two conditions appropriate for
a census study being that it is feasible when the population is small and necessary when the
elements are quite different from each other. The size of the population of 436 suggests that a
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census is feasible and given the diversity of the population with all the representatives per
bank being so diverse that accurate sampling is not only difficult but unnecessary and any
resulting values we calculate from the sample would be incorrect estimates of the population
values (Cooper & Schindler, 2014). Finally, in view of the poor response rate from this
category of respondents (Fourie, 2007), a census was preferred so that the responses received
back would still be adequate for data analysis.
3.5.3

Sample Size

The sample size was 436. This was established by requesting each of the banks to provide
lists of all and email contacts of each of its top management team members. Banks use
different names for this group of staff most commonly referred to as Management Committee
(ManCom or MAC) or Executive committee (ExCo).
3.6

Data Collection Methods

Data collection is known to be the action of gathering the data needed to answer the research
question (Hair, Money, Samouel, & Page, 2007). Main data source for this study was
quantitative primary data which was collected directly from the respondents. Some data was
from secondary sources. The approach to be used to gather primary data could either be by
observation of the behavior, conditions, processes, or events or by communication with
participants on their attitudes, intentions, motivations and expectations (Cooper & Schindler,
2014). In view of the inherent limitations with observation techniques to reveal some critical
elements of the kind that the research required that included opinions and attitudes, the
communication approach was selected. The communication approach involves recording
responses for analysis from interviewing or surveying the participants. The interviewer can
either use a self-administered survey or a phone interview or a personal interview with
varying degrees of interviewer involvement. For the self-administered survey, the interviewer
does not get involved other than for distributing the instrument, while for the phone
interview, the interview is through voice only and the personal interviews involve face to
face interactions of the participant and the interviewer.
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The techniques for obtaining data in a causal-explanatory study can either be by survey in
which data is obtained by questioning the respondents or by observation in which data is
obtained by observing behavior or phenomena. Cooper & Schindler (2014) observes that a
survey that uses the telephone, email, computer or internet as the medium of communication
can expand the geographic coverage with greater efficiency as the cost and time is a fraction
of that required by observation method. In this study, the researcher opted for a survey
technique for data collection using the email communication medium in view of the fact that
the respondents were the strategic leaders in the institutions and a survey enabled the study
obtain the perceptions of the leaders on the specific research questions, at a considerably
lower cost and in a shorter time. A survey data collection technique is used to obtain
information from a limited number of individuals who possess the information and are
representative of the larger group. A structured self-administered electronic questionnaire
was used for the primary data collection.
The measurement instruments are discussed below:
3.6.1 Questionnaire
Through the use of a Construct Measurement Matrix, all constructs to be measured as
identified from the literature review were operationalized onto the data collection instrument
(the questionnaire). The Construct Measurement Matrix is shown in Appendix 2. The
resultant questionnaire shown in Appendix 3 had four sections. The first section obtained the
profiles of the respondents for statistical analysis. The second section requested the
respondents to rank the critical strategic actions in order of importance. This was to gauge the
respondent‘s perception of the importance of the various strategic leadership actions and also
to verify if the ranking in relation to commercial banks in Kenya differed from the ranking
reported in the US by Hagen et al. (1998) where the framework was first tested, and
subsequently also tested by other scholars, (Fourie, 2007) and (Lear, 2012).
The third section was to test the perception of the respondent on the importance of each of
the critical strategic leadership actions in the implementation of strategy in the commercial
banks in Kenya. The fourth section had questions in detail on each of the critical strategic
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leadership actions and it was to assess the importance of each of the critical strategic
leadership actions in the implementation of strategy.
The questionnaire only used closed-ended questions due to the disadvantages associated with
the alternative of open-ended questions. Open-ended questions would demand too much
effort in coding which would have been impractical for this study. The closed-ended
questions are quicker and easier for the respondents and easier for coding and statistical
analysis. The nature of the responses was such that answers from different respondents could
be compared across, as they were unlikely to be irrelevant or confusing (Cooper & Schindler,
2014). The questionnaire had an open-ended question at the end to gather any additional
comments the respondent may have had on the research topic.
The research tool used a likert scale with five categories such that Strongly Disagree was at
one end of the continuum with Strongly Agree at the other end. The mid-point depicted
indecision or neutral position and was reflected as undecided. Question 3 and 4 used the
following five point likert scale: (1) Strongly Disagree, (2) Disagree, (3) Undecided, (4)
Agree, and (5) Strongly Agree.
There is a positive relationship between the number of scale points and the reliability of the
measure over the normal range (Churchill & Peter, 1984). Similarly studies have shown that
validity of results increase with the number of scale points. For instance, Friedman &
Friedman (1986) concluded that researchers should avoid using 3-point scale when working
with individual rating scales as much information is lost while on the other hand using too
many points increases variability without a commensurate increase in the accuracy. The
research therefore used a 5-point scale to achieve the desired reliability and validity without
risking increased variability.
The unforced-choice rating scale was preferred to provide participants with the opportunity
to express no opinion when they were unable to make a choice amongst the alternatives as
not all participants would have an attitude/position on each of the questions to eliminate the
biases that would result from those undecided or with no opinion being forced to make one
choice. Churchill & Peter (1984) noted that forced choice scales could increase measurement
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error because in the absence of a neutral point, respondents might not reliably score on either
side of the issue.
The halo effect is the systematic bias that the rater or participant introduces by carrying over
a generalized impression of the subject from one rating to the next (Cooper & Schindler,
2014). To safeguard against halo effects, approximately one half of the statements were
worded favorably while the other half were worded unfavorably. In order to ensure that the
negatively framed questions were scored in the same direction as the positive questions for
all the items forming the composite, the reverse recoding technique was used. This could be
achieved on most statistical programs like the Statistical Package for Social Sciences (SPSS)
by a simple formula which for the 1-5 scale was X new value = 6 – X old value (Zikmund et
al., 2010).
3.6.2

Secondary Data Collection Instrument

A component of the dependent variable entailed a measure of the Return on Assets (ROA)
and it was thought inappropriate to collect this using the primary data collection tool as the
respondents were unlikely to have this ratio off-head without reference to some other source.
It was decided that it would be more effective to collect this as secondary data from the
available alternative independent sources. This data was obtained from the Annual Report of
the Bank Supervision Department of the Central Bank of Kenya which is available on the
CBK website (CBK, 2017). The data collection instrument developed for this purpose is
shown in Appendix 4.
3.7

Research Procedures

The validity and reliability of the research instrument can be improved by use of a pilot study
(Neuman, 2000). A pilot study was therefore employed to enable the researcher eliminate
any research complications that may have been encountered in completing the questionnaire.
A select group of experts provided feedback on pretesting the questionnaire before
embarking on the pilot study. This group comprised of my two supervisors from the faculty
members of the Chandaria Business School with expertise in the use of questionnaires for
research and three practitioners in the financial services sector with a proven track record in
strategic management and research. These were the Chief Executive Officer of the
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Retirement Benefits Authority (RBA), the Executive Director of the Kenya School of
Monetary Studies (KSMS) and the Director for Research and Policy at the Kenya Bankers
Association (KBA). This group provided feedback on the questionnaire content and its
construction, with a view to advising on whether there were irrelevant questions that should
be removed or any omitted questions that should be added, besides ensuring that the
terminology used is understandable to the respondent and that the questionnaire was the right
size and did not overburden the respondent. This step was undertaken before launching the
pilot phase of data collection.
The researcher obtained the list of top management members plus the email addresses from
each of the 40 banks and sent the questionnaires directly to each one of them.

Each

respondent received an email through the survey-monkey tool and was requested to submit
back the questionnaire upon completion to the researcher through the survey-monkey tool.
Participation was voluntary, anonymous and confidential so as to give the respondents the
opportunity to be candid in their responses to the questionnaire.
To ensure that the response rate is enhanced, the researcher followed up by telephone to the
individual respondents to whom the email questionnaire had been sent while assuring them
of the confidentiality of the responses. As an incentive to ensure commitment, the researcher
in turn committed to provide a free report of the outcome to those who wished to receive and
were asked to indicate so and provide their email return addresses which were to be utilized
strictly for this correspondence.
3.7.1 Pilot Study
In order to examine specific aspects of a research assignment to see if the selected procedures
would perform as intended, a pilot study was carried out. This was a small scale type of
research project that collected data from respondents similar to those who were used in the
main survey. A pilot study was carried out to establish the reliability and validity of the data
collection instrument that had been developed (Cooper & Schindler, 2014).

The pilot study helped refine and revise the questionnaire to help ensure reliability and
validity of the measures, while identifying and addressing any problems with the completion
of the questionnaire thereby making it more user friendly (Flynn et al., 1990). The draft
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questionnaire was sent to respondents selected from the target population using a stratified
sampling method to obtain a total of 30 sampled staff. Stratified sampling is defined as a
probability sampling procedure where simple random subsamples which are more or less
equal on some characteristic are drawn from within each stratum of the population (Zikmund
et al., 2010). There appears to be substantial consistency consensus on the sample size for
the pilot with various authors suggesting sample size of between 12 and 30 (Hunt, Sparkman,
& Wilcox, 1998).

Systematic sampling was preferred for the pilot sample due to its

flexibility and simplicity (Cooper & Schindler, 2014).
The questionnaire at the pilot stage contained an open-ended question to enable respondents
comment on the content and construction of the questionnaire which would enable the
researcher either remove irrelevant questions or add any omitted relevant questions in
addition to ensuring that the terminology used was understood by the respondents and that
the questionnaire was not too long. The questionnaire for the pilot study was sent
electronically via email to the selected respondents and thereafter telephone follow up to
ensure 100% response rate.
3.7.2 Reliability of the Instrument
Reliability of the instrument of measurement refers to the degree to which the instrument
supplies consistent results and is a necessary contributor to validity of the instrument but not
a sufficient condition for validity. Reliability pertains to the degree to which a measurement
is free of random error and has the perspectives of stability (consistent results with repeated
measurements), equivalence (how much error introduced by different samples of items being
studied), and internal consistency (degree to which instrument items are homogeneous and
reflect the same underlying constructs). Internal consistency is the most relevant for the
survey questionnaire that this study employs (Cooper & Schindler, 2014). A high measure of
reliability implies that if future researchers were to undertake the research process
independently, they would obtain similar results (Saunders, Lewis, & Thornhill, 2014).

For measuring reliability, the study used the Cronbach Coefficient (Alpha value) to evaluate
the internal consistency of the data collection tool. It is a common statistical measure of
reliability for a set of two or more construct indicators. Cronbach alpha is considered the
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most important reliability index and considers the number of variables/items of the
instrument, and the correlation between the variables. It is defined as the mean of correlations
of all variables, and does not depend on their arrangement (Anastasiadou, 2011). The range
of values is between 0 and 1.0 where the higher the alpha value the higher the reliability
amongst the indicators, while a low value indicate some items underlying the factor not
related to it. In order to increase the alpha value of the factor, the researcher may consider
removing such items from the factor. This assumption is based on the formula α = rk/[1+(k1)r] where k is the number of items and r is the mean of the inter-item correlations. The size
of alpha is determined by both the number of items in the scale and the mean inter-item
correlations. The coefficients can be interpreted on the scale as follows:
α > 0.9 -Excellent
0.9> α > 0.8 -Good
0.8> α > 0.7 -Acceptable
0.7> α > 0.6 -Questionable
0.6> α > 0.5 -Poor
α < 0.5 -Unacceptable (Gliem & Gliem, 2003)
Table 3.1 Cronbach’s Alpha Test for Internal Consistency.
Cronbach's Alpha Based on
Cronbach's Alpha
0.761

Standardized Items
0.711

No. of Items
63

As Table 3.1 indicates, the Cronbach‘s alpha of 0.76 is above 0.70 which is acceptable. It is
statistically significant and equals to 76.1 % for the total number of questions and the scale of
63 questions is indicative of great internal consistency of the items in the instrument.

101

Table 3.2 Cronbach’s Alpha Test for Internal Consistency for each Item
Item

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16

Cronbach'
s Alpha if
Item
Deleted
0.76
0.765
0.76
0.757
0.764
0.767
0.766
0.766
0.76
0.759
0.759
0.77
0.757
0.762
0.762
0.774

Item

Cronbach'
s Alpha if
Item
Deleted

17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

Item

0.766
0.76
0.757
0.748
0.761
0.765
0.755
0.769
0.756
0.762
0.756
0.761
0.764
0.764
0.758
0.76

33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48

Cronbach'
s Alpha if
Item
Deleted
0.749
0.767
0.762
0.746
0.767
0.754
0.766
0.762
0.751
0.763
0.752
0.76
0.76
0.772
0.771
0.749

Item

49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
-

Cronbach'
s Alpha if
Item
Deleted
0.762
0.754
0.753
0.77
0.757
0.764
0.755
0.743
0.732
0.734
0.731
0.741
0.741
0.742
0.741
-

Table 3.2 indicates that the highest Cronbach‘s alpha would be 0.774 if item 16 is dropped.
The variance from the group score of 0.761 is 1.3%. This is insignificant variance that does
not require the dropping of item 16. Additionally, the composite the lowest composite score
is 0.731 if item 59 is dropped. This score is within the range of ―>0.7‖.

3.7.3 Validity of the Instrument

Validity of the research instrument refers to the extent to which the instrument measures
what it is purported to measure and can generally be classified into three categories namely
content validity, criterion-related validity and construct validity (Cooper & Schindler, 2014).
Zikmund et al. (2010) indicates four basic approaches to establishing validity by including
face validity in addition to the three by Cooper & Schindler (2014). Face validity is when the
content of a scale logically appears to reflect what was intended to be measured.
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Content validity of a measuring instrument refers to the extent to which the instrument
provides sufficient coverage of the investigative questions guiding the study. Content validity
is considered good when the instrument contains a good representative sample of the whole
area of study interest. In this study we ensured that the data collection instrument adequately
covers the dimensions covered within the literature review as relevant for the strategic
leadership roles. This is very judgmental. Researcher may also use a panel of persons to
judge how well the instrument meets the standards by assessing the test items for an
instrument as either ‗essential‘, or ‗useful but not essential‘ or ‗not necessary‘, and a decision
made on each of the test items (Cooper & Schindler, 2014). The researcher, however, did not
consider this necessary and therefore relied on the researcher‘s judgement on adequacy of
coverage.

Criterion-related validity reflects the success of the measures used for estimation or
prediction and indicates the degree to which the predictor is adequate in capturing the
relevant aspects of the criterion. The appropriateness of a criterion is based on the qualities of
relevance, availability, freedom from bias, and reliability. In order to compare the criterion
scores from the different tests, the usual approach is to determine the degree of
correspondence between the two measures and if the correlation is high, the better (Cooper &
Schindler, 2014).

Construct validity considers both the theory and the measuring instrument being employed. It
attempts to identify the underlying construct being measured and determine how well the test
represents the construct. The way a construct is operationally defined has got to correspond
to the empirically grounded theory. If a known measure of the construct is available then the
results using this measure are correlated with the results derived using the instrument to
provide an indication of convergent validity. Convergent validity refers to the degree to
which scores on one measuring scale correlate with scores on other scales designed to
measure the same construct (Cooper & Schindler, 2014). The researcher is not aware of the
availability of any known measure for the constructs in this study to use the convergent
validity approach.
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Discriminant validity is the degree to which scores on a scale do not correlate with scores
from scales designed to measure different constructs. This is achieved by separating the
construct as distinct from other constructs in the theory or related theories. One of the
methods specifically used for construct validity is the factor analysis method and this study
shall apply the factor analysis to test for construct validity. Factor analysis is a statistical
technique used to analyze interrelationships between a large number of variables to
determine if an underlying combination of the original variable (a Factor) can explain the
original set with minimal loss of information. The three forms of validity (content, criterionrelated, and construct) are interrelated both theoretically and operationally (Cooper &
Schindler, 2014).

The Kaiser-Meyer-Olkin measure of sampling adequacy (KMO) was conducted to determine
the adequacy of the correlation between the individual items contained within each of the
sections of the questionnaire, before a factor analysis could be conducted.

3.7.3.1 Validity of the Instrument using KMO and Bartlett's Test
Table 3.3 indicates the sample sufficiency index KMO by Kaiser-Meyer-Olkin which
compares the sizes of the observed correlation coefficients to the sizes of the partial
correlation coefficients. The coefficients for the sum of the analysis variables is 54.5%. This
is valid given the small pilot sample size. In addition, the supposition test of sphericity by the
Bartlett's Test (Ho : All correlation coefficients are not quite far from zero) is rejected at a
level of statistical significance p<0.05, thus the correlation coefficients are not all zero. Even
though the KMO score for the overall variables was 54.5%, some variables achieved a KMO
score above the 70% threshold indicated for other studies (Anastasiadou, 2011). These were:
the ranking of strategic leadership actions, core competencies, implementation of strategy
(dependent variable) and moderating variable (environmental complexity factors). These
variables had a high score (KMO > 0.7, p<0.05).
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Table 3.3 KMO and Bartlett's Test
All Variables
Kaiser-Meyer-Olkin Measure of Sampling Adequacy.
Bartlett's Test of Sphericity

Approx. Chi-Square
df
Sig.

0.545
562.3
191
0.018

Approx. Chi-Square
df
Sig.

0.817
79.47
21
0.000

Approx. Chi-Square
df
Sig.

0.72
17.18
6
0.009

Approx. Chi-Square
df
Sig.

0.788
233.4
36
0.000

Ranking of Strategic Leadership Actions – (Q2a – Q2f)
Kaiser-Meyer-Olkin Measure of Sampling Adequacy.
Bartlett's Test of Sphericity

Core Competencies – (Q2.1 – Q2.4)
Kaiser-Meyer-Olkin Measure of Sampling Adequacy.
Bartlett's Test of Sphericity

External Factors – (Q9.1 – Q9.9)
Kaiser-Meyer-Olkin Measure of Sampling Adequacy.
Bartlett's Test of Sphericity

3.7.4 Administration of the Instrument
Valid research parameters require that all sample units within the target population have a
known non-zero probability of being selected (Rosnow & Rosenthal, 1996). Due to cost, time
and logistics constraints, the list of top management teams in the banks was obtained from
each of the banks. A structured self-administered electronic questionnaire via survey monkey
tool was preferred for the reasons enumerated by Cooper & Schindler (2014) that: (1) it is
cost effective compared to the alternatives of telephone interview or personal interviews; (2)
electronic mail can be sent to a larger group comprising the sample size and the respondents
would complete the questionnaire in their own time and email it back to the researcher; (3)
the respondents are not biased by the presence of the researcher or external opinion during
the data collection and; (4) the questionnaire offers anonymity and confidentiality to the
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respondents which would have a positive impact on the response rate (Cooper & Schindler,
2014). In addition, the survey monkey tool prevented the usual problem for this kind of
survey targeting busy people who are tempted to delegate. The survey monkey tool would
only accept responses originating from the email address to which it was originally sent. The
researcher is cognizant of the major limitation of self-administered survey concerning the
type and amount of information that can be secured as participants‘ level of co-operation
diminishes with the length and complexity of the questionnaire (Cooper & Schindler, 2014).
The instrument was administered through the survey monkey tool via email. The researcher
through the survey monkey tool sent an email directly to each of the respondents, enclosing
in the body of the email the introductory statement with details of the research project, as
shown in Appendix 5. The respondent was requested to respond within 4 days by return
mail. The researcher then followed each of the respondent via automated reminders available
on the survey monkey tool with separate messages for those who had started the process but
not submitted back and for those who had not opened the message at all. A sample of the
reminders are shown in Appendix 6.
3.7.5 Ethical Considerations
Neuman (2014) indicates that social researchers must balance between the pursuit of
knowledge on the one hand, and the rights of research participants or of others in society on
the other. There should also be a balance between potential benefits of the research outcome
and its potential costs like loss of dignity, privacy, self-esteem or democratic freedoms. It is
important that ethical considerations are taken into account in the business research process
(Zikmund et al., 2010). Care must be taken while conducting social research so that the
research participants are not harmed be it physical harm, psychological abuse, stress related,
loss of self-esteem or legal jeopardy (Neuman, 2014). According to Neuman (2014), ethical
principles should ensure that research participants give informed consent in which
participation is voluntary and based on an informed decision. Participants are guaranteed
privacy, anonymity and confidentiality. Privacy was ensured by the nature of the questions
which were generally non-intrusive, and were emailed to the respondents without physical
contact. Anonymity was ensured by putting in place measures not to disclose the
participant‘s identity after the information is gathered. Confidentiality required that the
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information collected be kept in confidence away from public disclosure (Neuman, 2014) or
sharing with others (Zikmund et al., 2010).

The research was carried out ensuring that it adhered to strict ethical guidelines. The
researcher ensured that there was no risk or harm to the participants involved in this survey.
Attached in Appendix 7 is the USIU Letter of Authority, which was obtained before we
embarked on the field work. This Letter of Authority was used to obtain a Research
Authorization and a Research Permit from the National Commission for Science, Technology
and Innovation (NACOSTI) which are attached as Appendix 8 and Appendix 9,
respectively. These authorization documents were available for any respondent who needed
them shown. The participation of respondents was on voluntary basis and were free to
withdraw consent or discontinue participation at any point during the process with no
consequences to the participant. It was observed from the survey monkey tool that a few
respondents did decline or withdrew from participation, while in progress.

Of particular concern from an ethical perspective is the identification of the research
participants and their organizations in view of the sensitivity of the information involved.
The message in the communication to the respondents assured them of anonymity of the
respondents and all efforts being put in place to protect the anonymity of the respondents. No
names and identification information were required to be provided unless if the participant
wished to be subsequently provided with a summary of the research outcomes. The survey
monkey tool however could link the email address to the respondent details but this
information was strictly only accessible to the researcher.

All participants were informed of the nature and proceedings of the study, were assured of
anonymity, and names were not required on the questionnaire. Identified information
including that that may be disclosed in the return email while submitting the completed
questionnaire were not to be made available to anyone and were stored securely to ensure
data protection and guarantee of privacy. The respondents were assured that the research was
being carried out as fulfilment of the requirements of a doctoral program and would not be
used for any other purposes outside the doctoral program.
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3.8

Data Analysis

Cooper & Schindler (2014) define data analysis as the process through which data is
translated into useable information by making contrasts and comparisons, looking for
patterns, and using the appropriate statistical techniques to explain causality (Cooper &
Schindler, 2014). Upon completion of data collection, data analysis techniques were
employed to perform analysis of the collected data. The data was extracted from the survey
monkey tool and downloaded into an XL spreadsheet. This was checked for missing values,
and where the missing data was more than 10% of the data expected, the responses were
discarded from further analysis. Any missing data which was less than 10% was imputed
using the median values of the sample where necessary. The analysis of the data was done
using the Statistical Package for the Social Sciences (SPSS), a statistical analysis computer
programme. The data was first coded to enable entry into the computer system. In view of the
technique employed of deliberately converting alternating questions into a negative version
to break the monotony and the tendency to lead the respondent into completing the whole
questionnaire in a given way ( halo effect), reverse recoding was used for the specific
questions that had been deliberately framed in the negative.
For measuring reliability, the study used the Cronbach Coefficient (Alpha value) to evaluate
the internal consistency of the data collection tool. It is a common statistical measure of
reliability for a set of two or more construct indicators. The range of values is between 0 and
1.0 where the higher the alpha value the higher the reliability amongst the indicators, while a
low value indicate some items underlying the factor not related to it. Descriptive Statistics
was used to describe the data, by summarizing it and showing the trends. These were the
mean, standard deviation, skewness, normalized mean, and measures median. For the
inferential statistics, the study employed Pearson‘s bivariate correlation and regression
analyses. To test the hypotheses, regression coefficients were used..
The section below illustrates the process of analysis of the statistics generated.
3.8.1 Measures of Dispersion
Measures of central tendency and measures of dispersion are provided by the single value
that defines a set of data by the classification of the central position within the set of data or
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spread from the central point (Saunders, Lewis, & Thornhill, 2014; Kothari & Garg, 2014).
The measures used in this research work included the mean, standard deviation, skewness,
and normalized mean. The distribution of the data is examined by use of these measures, the
purpose of which is to select the most approppriate subsequent tests and analyses. The
descriptive statistics (mean, standard deviation, skewness, normalized mean) were used in the
study to determine the extent to which the respondents agreed with the statements provided
in the questionnaire.
3.8.2 Correlation Analysis
Correlation analysis is used to test the strength and direction of association between variables
and hence indicates the nature of relationship between the variables (Kothari & Garg, 2014).
The following need to hold for such an analysis to be done: linear relationship, no significant
outlier to introduce distortion of results, and absence in the data of strong non-normality
(Saunders, Lewis, & Thornhill, 2014). It is a measure of linear relationship, unit free,
between the two variables and takes values ranging from -1 to +1 (Kothari & Garg, 2014),
with scores in the range ± 0.7 and ± 1.0 indicating strong association of the variables
(Crotty, 1998). The possibility of the magnitude of coefficient being by chance is established
through statistical tests of significance using p=0.1*, or p=0.05**, or p=0.01*** (Oakshott,
2014). The sample selection was random and having established the normal distribution of
the data, the researcher opted to use the parametric Pearson‘s correlation analysis (Saunders,
Lewis, & Thornhill, 2014).
In this study, the technique of applying precursor Pearson‘s correlation analysis on the
independent variables to establish the association levels with the dependent variable, was
used. The construct variable is a composite variable and is obtained by aggregating the
components in the independent variable that are significantly correlated with the dependent
variable. By this technique, the components that were not statistically significantly correlated
with the dependent variable were eliminated from the composite of the construct variable.
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3.8.3 Regression Analysis
Regression analysis is a test of association that goes beyond the correlation analysis
explained above in 3.8.2 and requires that a predictor variable as well as an outcome variable
be specified (Kothari & Garg, 2014). A review of theory about the probable relationship
amongst the variables under study or some other informed reasoning form would generate
the presumed relationship between the variables, which makes it possible to predict the
response path of the outcome variable. This is an aspect that enriches the understanding of
the relationship between the variables in a way that pure correlation analysis would not
achieve (Hair et al., 2011). Regression analysis requires normally distributed data, or at least
the non-normality should not be severe, with no significant outlier observations, which
observations should also be independent, and would involve the testing of a hypothesis
between variables, with the consequent rejection of the null hypothesis if the p-score is less
than α (α=0.1, 0.05, or 0.01 depending on the level of significance of the test) (Saunders,
Lewis, & Thornhill, 2014).
Whereas correlation analysis indicates the strength and direction of relationships between
two variables under test, it does not indicate whether one variable influences the outcome of
the other (Babbie, 2013). In view of this shortcoming on the correlation analysis, it was
decided to use regression analysis, which enables explaining and predicting the relationship
between a predictor variable and the outcome variable (Cresswell, 2003). Regression analysis
is therefore the appropriate test for testing hypotheses about the causal link between the
strategic leadership actions and the implementation of strategy in the banks.
3.8.4 Normality, Linearity, Homoscedasticity
If the assumptions on normality, linearity, and homoscedasticity do not hold, it will not be
possible to draw reliable and accurate deductions about the reality from inferential statistics
or parametric statistical tests (Ghasemi & Zahediasl, 2012). Given the sample size for this
study at 172, (i.e. above 40), the violations of some of these assumptions may not be of much
concern, but the researcher nonetheless considered them.
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3.8.4.1 Normality
Normality is always assumed in inferential statistical procedures such as simple regression
analysis and ANOVA. The assumption is that the statistic calculated from the sample will
display a bell curve distribution function if several random items were sampled and then
draw a plot of the distribution of the values calculated. Whereas proper normality is
idealistic, it is important to eliminate the possibility of significant deviation of the data from
normality (Ghasemi & Zahediasl, 2012).
Tests of normality sometimes just rely on visual methods such as inspection of the
distribution displayed in histograms, which though not considered fully reliable, may enable
judgement on whether distribution is Gaussian and assess gaps in data, including presence of
outliers. The above graphical assessment of normality is usually adequate but may be
enhanced by the vigorous tests of normality (Oakshott, 2014). The main tests are the ShapiroWilk and Kolmogorov-Smirnov (K-S) tests, and they compare the sample scores to scores
with equivalent mean and standard deviation that is normally distributed (Saunders et al.,
2014). The null hypothesis is that the sample distribution is normal. The Shapiro-Wilk test is
used for data-set smaller than 2,000 cases while the Kolmogorov-Smirnov (K-S) test is used
for sample size larger than 2,000 (Ghasemi & Zahediasl, 2012).
With a sample size of below 2,000, The Shapiro-Wilk was the preferred option.
3.8.4.2 Linearity
The use of linear regression models to predict the independent-dependent variable
relationship is premised on the assumption of linearity. Holding all other factors constant, the
dependent variable‘s expected value is a direct function of each predictor variable and these
are additive (Kothari & Garg, 2014).
3.8.4.3 Homoscedasticity
When the variance in scores on one variable is similar for all values of the other variable, the
phenomenon is referred to as homoscedasticity. The error term remains constant across all
values of the independent variables (Hair et al., 2011). In this study, to test the assumption
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of homoscedasticity, the regression residuals scatterplot showing the spread of the standard
deviation and means of the variable, was used.
3.8.5 Multicollinearity
Multicollinearity in regression analysis refers to the strength of the interrelation between the
independent variables in a model. The statistical program computes the variance inflation
factors (VIF) for each independent variable. The VIF measures the widening of the variance
of a regression coefficent if there is correlation in the predictors. If there is no correlation
amongst factors, the VIF will be 1.0 implying no multicollinearity. If the VIF is greater than
1.0, the prectors may be moderately correlated but still below the multicollinearity threshold
(Oakshott, 2014).

Zikmund et al. (2010) indicates that as a rule of thumb, VIF above 5.0

would suggest a multicollinearity problem. A score in the VIF of greater than 10 would
invalidate the regression model (Liao & Valliant, 2012).
3.8.6 Hypothesis Testing
In Chapter 1, the research objectives led to the construction of the hypotheses. Hypothesis
testing is a statistical procedure for accepting or rejecting the null hypothesis based on the
estimates of a specified model, and these were tested using the regression p-values thus
controlling for any multicollinearity in the predictor variables, hence isolating the most
critical factors determining the variance in the dependent variable (Black, 2013). The
standard alpha range, α > 0.01 was the threshold for the hypothesis test.
3.8.7 Multiple Regression Analysis
Multivariate statistical methods are used to analyze multiple variables and multiple sets of
variables simultaneously (Zikmund et al., 2010). This includes multiple regression analysis
in which the effects of multiple independent variables on a single, interval scaled dependent
variable are investigated simultaneously. A type of multivariate regression which uses the
overall R2 coefficient score to identify the predictor variables that best explain the influence
on the dependent variable is stepwise regression (Black, 2013).
The coefficient of multiple determination in multiple regression, R², was established and
interpreted. This indicates the percentage of variation in the dependent variable that is
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explained by the combination of all independent variables. R² is a summary measure that
tells how well a set of variables together explain a dependent variable (Neuman L. , 2014).
Zikmund et al. (2010) indicate that no cut-off values exist for R² that can distinguish an
acceptable amount of explained variation across all regression models and especially when
the model is oriented towards explaining which independent variable is most important in
explaining the variation in the dependent variable. The absolute value of R² is more
important in predictive regression models.
In order to test the statistical significance of the model, an F-test was used, ensuring that the
test results were statistically significant. F-test compares the variation explained by the
regression equation to the residual error variation. The statistical program reports the p-value
associated with the F-test directly and independent variables with p-values below the
acceptable Type-1 error rate are considered significant predictors of the dependent variable
(Zikmund et al., 2010). The research used a maximum acceptable Type-1 error rate of 0.05
i.e. the level of statistical significance. It was assessed whether levels of collinearity were
within the acceptable thresholds.
The multiple regression model may be expressed as below:
yi=β0+β1xi1+ β2xi2...+βkxik+ εm
where
yi = the ith value of the dependent variable
βm = the mth coefficient, m=0,...,k
k = the number of predictors
xim = the ith case of the mth predictor
εm = the error in the observed value for the ith case
3.9

Chapter Summary

This chapter has covered the justification for the research methodology and the research
design process applied to empirically examine the theoretical model developed in Chapter 2.
A data collection instrument for the primary data collection was developed and refined
through two stages of questionnaire design and pilot study. A second data collection
instrument was developed for the secondary data collection. An outline of sample selection
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and method of administration of questionnaire in main survey, data analysis techniques and
the ethical considerations were considered. The research philosophy adopted for this study is
positivism in view of the fact that the research has relied on data without bias to get to the
truth to explain the influence of strategic leadership actions on strategy implementation.
The research design is a plan for selecting the sources and type of information used to answer
the research question, used for specifying the relationships between the variables in the study
and outlining each procedure from the hypotheses to the data analysis (Cooper & Schindler,
2014). Quantitative type of research was adopted and used the causal-explanatory design to
explain how strategic leadership actions produce changes in the dependent variable-strategy
implementation. Unlike in the experimental study where the emphasis is on causality, this
study was descriptive/observational, and used quasi-experimental approaches in the form of
correlation and regression analysis. The study determined the applicable correlation
coefficients and assigned the predictive values to the variables and the studied relationships.
Data collection instruments for primary data and secondary data are designed, followed by
analysis of the research procedure, the pilot study and testing for reliability and validity.
Ethical considerations are discussed, in addition to the data analysis methods used for data
analysis and presentation. This is followed by the various forms of correlation and regression
analyses used to evaluate the independent and the dependent variables‘ relationship.
The next chapter provides the results of the analysis of the data collected and the results of
the extensive testing.
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CHAPTER FOUR
4.0

RESULTS AND FINDINGS

4.1

Introduction

This chapter presents the results of this study using text accompanied by the charts and tables
where appropriate and has twelve sections. Section 1 gives the introduction to the chapter
outlining the general layout of the chapter. Section 2 covers the general information of the
study including the listing status of the banks at the Nairobi Securities Exchange (NSE),
Bank Size, and the Bank Type (ownership). Also covered are the demographic characteristics
of the respondents.
Section 3 covers the dependent variable – effective implementation of strategy. It provides
the Principal Component Analysis (PCA), followed by the descriptive statistics and the
association analysis using correlation with the demographic parameters. The section then
tests for the assumptions for regression analysis being the tests for linearity,
homoscedasticity, multi-collinearity and normality.
Section 4 to Section 11 covers each of the seven independent variables and the moderating
variable. For each variable, the section provides the descriptive statistics followed by the
association analysis using correlation with the demographic parameters covered in Section 2.
This is followed by correlation analysis and regression modelling with the dependent
variable, followed by the hypothesis testing for each of the independent variables and the
moderating variable. In Section 12, the composite effects of the independent variable and
moderating variable on the dependent variable are then tested and analyzed. Section 13
provides the summary of Chapter 4.
4.2

General Information

This section covers the general information relating to response rates, demographic analysis
of the respondents, and details of the dependent variable-effective implementation of strategy
including the secondary data collected to incorporate in the dependent variable.
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4.2.1 Response Rate
The target population for this study was the strategic leadership which totaled 436. The study
segregated the respondents who had participated in the pilot study of 30, and the balance of
406 comprised the sample for testing i.e. a census. Of the 406, 4 declined to participate since
participation was purely voluntary and the participants had been given an upfront option to
withdraw from the study should they feel the need to do so at any point in the study. The
number of respondents who completed the questionnaire and submitted responses through
the survey monkey tool was 194. This is a response rate of 48% of the target population of
406. Of the 194 responses received, 52 responses were insufficiently complete, most having
only answered the first question, and these were hence deleted during data cleaning. This
therefore left a balance of 142 responses good for analysis, being 35% which was considered
acceptable. This is summarized in Table 4.1. Data from a pilot study can be combined with
data from the main study on condition that the sampling frame and the methodology are the
same for the pilot and the main study (Thabane, et al., 2010).
In view of the fact that the data collection instrument used for data collection at the pilot
stage had not changed from that used for the actual data collection save for a rearrange of the
order of the questions, and the data sampling for the pilot was stratified while the main study
was a census to assure an exact representative of the population, it was decided for purposes
of analysis to use the 30 responses obtained at the pilot stage together with the data collected
in the main study. This therefore gave a total of 172 responses used for the final data
analysis. According to Neuman (2014), the biggest problem with mail questionnaires is a low
response rate, which can be improved upon by sending the non respondents several
reminders. The study used this method of reminders in the survey monkey tool, raising the
response from a low of 7.8% experienced by Fourie (2007) in a similar study targeting a
similar cadre of respondents to the acceptable 48% achieved in this study. Table 4.1 is a
summary of the analysis of the respondents per bank type and size:
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Table 4.1

Analysis of the Responses Received per Bank

Bank

Sampled
11
10
8
13
16
16
8
3
0
12
30
20
17
7
10
13
19
14
12
5
8
13
12
9
7
5
13
3
4
12
0
0
12
15
8
0
23
5
9
4

Responses
Received
5
5
4
0
7
12
4
2
0
6
19
10
8
1
1
3
13
11
8
0
5
8
5
0
4
2
5
2
1
9
0
0
6
4
4
0
12
2
6
0

Valid
Responses
4
3
4
0
7
9
4
1
0
5
12
6
8
1
1
2
10
4
6
0
3
8
5
0
4
2
2
2
1
6
0
0
4
2
3
0
7
2
4
0

Barclays Bank of Kenya
Stanbic Bank
Co-operative Bank
Equity Bank
Kenya Commercial Bank
Standard Chartered Bank
Bank of Africa
Bank of India
Bank of Baroda
Citibank
Commercial Bank Africa
Diamond Trust Bank
Ecobank
Family Bank
GT Bank
Housing Finance
I & M Bank
National Bank of Kenya
NIC Bank
Prime Bank
ABC Bank
Consolidated Bank
Credit Bank
Development Bank
Spire Bank
Fidelity Bank
First Community Bank
Giro Commercial Bank
Guardian Bank
Gulf African Bank
Habib Bank A.G Zurich
Habib Bank
Jamii Bora Bank
Sidian Bank
Middle East Bank
M-Oriental Bank
Paramount Bank
TransNational Bank
UBA Bank
Victoria Commercial Bank
Total

406

194

142
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Table 4.1.1

Analysis of the Respondents by Bank Type and Size
Public

Private Domestic

Private Foreign

Bank Type

Institution

Institution

Institution

Total

Large

0 (0%)

20 (12%)

19 (11%)

39 (23%)

Medium

5 (3%)

48 (28%)

17 (10%)

70 (41%)

Small

8 (5%)

50 (29%)

5 (3%)

63 (37%)

Total

13 (8%)

118 (69%)

41 (24%)

172 (100%)

At the time of this study there were 43 commercial banks licensed in Kenya by the Central
Bank of Kenya. Of these, two were under receivership while one was under liquidation,
leaving the balance of 40 sampled for the research. Of the 40 banks, 6 (15%) were classified
by size as Large Banks, 14 (35%) were Medium Banks, while 20 (50%) were Small Banks.
Similarly, 3 (8%) were Public Institutions, 25 (63%) were Private Domestic Institutions
while 12 (30%) were Private Foreign Institutions as tabulated in Table 4.1 below. This
shows that 50% (n=20) of the banks sampled were classified as Small of which 75% (n=15)
were Private Domestic Institutions. Table 4.2 is a summary of the Banks included in the
Sample for this study.
Table 4.2

Analysis of Banks in the Sector
Public
Private Domestic

Private Foreign

Bank Type

Institution

Institution

Institution

Total

Large

0 (0%)

3 (8%)

3 (8%)

6 (15%)

Medium

1 (3%)

7 (18%)

6 (15%)

14 (35%)

Small

2 (5%)

15 (38%)

3 (8%)

20 (50%)

Total

3 (8%)

25 (63%)

12(30%)

40 (100%)

Of the 40 banks operating in Kenya, 11 were listed on the Nairobi Securities Exchange
(NSE). Of the 11 listed banks, 6 were Large Banks and 5 Medium-size Banks, and none
Small. Similarly 8 were Private Domestic Institution, 3 were Private Foreign Institutions and
none Public Institution. This is analyzed in Table 4.3
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Table 4.3

Analyses of the Banks listed on the NSE
Public

Private

Institution

Institution

Institution

Large

0 (0%)

3 (27%)

3 (27%)

6 (55%)

Medium

0 (0%)

5 (45%)

0 (0%)

5 (45%)

Small

0 (0%)

0 (0%)

0 (0%)

0 (0%)

Total

0 (0%)

8 (73%)

3 (27%)

11 (100%)

Bank Type

4.2.2

Domestic Private

Foreign

Total

Demographic Characteristics

The demographic profiles of the sampled population are covered in this section as well as the
detailed descriptive and inferential analyses. This provides the statistical data about the
population of the study. This information includes the gender, age, highest academic
qualifications, and experience of the respondent in implementation of strategy.
4.2.2.1 Gender of Respondents
The gender of the respondents was distributed at 74% men and 26% female. The gender
analysis of the respondents is summarized in Table 4.4.
Table 4.4 Respondent’s Gender
Gender

Frequency

Percent

Male

127

74%

Female

45

26%

Total

172

100%

The gender distribution was at the average level ranging from 73% to 75% for men and from
25% to 27% for women across the banks grouped by size (Large, Medium, or Small). This is
shown in Table 4.5.
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Table 4.5 Respondents’ Gender Grouped by Bank Size
Bank Size
Large

Medium

Small

Gender
Male
Female
Total
Male
Female
Total
Male
Female
Total

Frequency
29
10
39
51
19
70
47
16
63

Percent
74%
26%
100%
73%
27%
100%
75%
25%
100%

The gender distribution was at the average level ranging from 73% to 77% for men and from
23% to 27% for women across the banks grouped by type/ownership (public, private
domestic, or private foreign). This is shown in Table 4.6.
Table 4.6 Respondents’ Gender grouped by Bank Type/Ownership
Type of Bank
Public Institutions

Private Domestic Institutions

Private Foreign Institutions

4.2.2.2

Gender
Male
Female
Total
Male
Female
Total
Male
Female
Total

Frequency
10
3
13
86
32
118
31
10
41

Percent
77%
23%
100%
73%
27%
100%
76%
24%
100%

Respondents’ Age Range

This section provides the analysis of the age range of the respondents. Table 4.7 provides the
percentage distribution of the age range beginning from the lowest range of ‗younger than 30
years‘ to the highest range of ‘70 years or older‘. There was no respondent who was younger
than 30 years old. The highest proportion of respondents (49%) were in age group 40-49,
followed by the respondents in age group 50-59, who constituted 27%. The proportion of the
respondents between 40 and 59 years old comprised 76% of the population. The respondents
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in the age group 30-39 comprised 19% of the total respondents with 60-69 cohort accounting
for 4% and ‗70 years or older‘ making the least proportion of 1%. This means that the
respondents who were below 50 years old comprised 68% of the total population of
respondents.
Table 4.7

Age Group of the Respondents

Age Group
Younger than 30 years
30 – 39 years
40 – 49 years
50 – 59 years
60 – 69 years
70 years or older
Total

Frequency
0
33
84
47
6
2
172

Percent
0%
19%
49%
27%
4%
1%
100%

The analysis by size of bank reveals that the small banks have a high proportion of
respondents in the age group 30-39 at 30%, followed by 40-49 at 40%, so that 70% of the
respondents are below 50, the highest of the three categories of banks by size. The analyses
by Bank size is summarized in Table 4.8.
Table 4.8
Bank Size
Large

Medium

Small

Age Group of Respondents by Size of Bank
Age Group
30 – 39 years
40 – 49 years
50 – 59 years
Total
30 – 39 years
40 – 49 years
50 – 59 years
60 – 69 years
Total
30 – 39 years
40 – 49 years
50 – 59 years
60 – 69 years
70 years or older
Total
Total

Frequency
3
23
13
39
11
36
19
4
70
19
25
15
2
2
63
172
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Percent
8%
59%
33%
100%
16%
51%
27%
6%
100%
30%
40%
24%
3%
3%
100%
100%

The analysis by type of bank (ownership) reveals that the private foreign institutions have a
high proportion of respondents in the age group 30-39 at 29%, followed by 40-49 at 44%,
thus 73% of the respondents are below 50, which is the highest of the three categories of
banks by type. The analyses by Bank Type is summarized in Table 4.9.
Table 4.9

Age Group of Respondents by Type of Bank

Type of Bank
Public Institutions

Private Domestic Institutions

Private Foreign Institutions

4.2.2.3

Age Group
30 – 39 years
40 – 49 years
50 – 59 years
Total
30 – 39 years
40 – 49 years
50 – 59 years
60 – 69 years
70 years or older
Total
30 – 39 years
40 – 49 years
50 – 59 years
Total
Total

Frequency
3
6
4
13
18
60
32
6
2
118
12
18
11
41
172

Percent
23%
46%
31%
100%
15%
51%
27%
5%
2%
100%
29%
44%
27%
100%
100%

Respondents’ Primary Role in the Bank

This section provides the summary of the descriptive statistics of the respondents‘ primary
role in the Bank. Table 4.10 summarizes the frequency and percentage distribution of the role
of the respondents in the Banks. The largest ratio were those in the Executive Management
accounting for 29% of the respondents (n=49). The second largest ratio of respondents were
the Chief Executive Officers (CEOs) coming in at 17% (n=29). This was followed by the
managers responsible for Risk Management accounting for 8% (n=13) closely followed by
those responsible for Operations Management and Human Resources Management, each
accounting for 7% (n=12) of the respondents.
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Table 4.10

Respondents’ Primary Role in the Bank

Role
Chief Executive
Executive Management
Operations Management
Finance
Treasury Management
Credit Management
Human Resources Management
Marketing
Risk Management
Legal
General Management
Other
Total

4.2.2.4

Frequency
29
49
12
8
10
9
12
7
13
1
6
16
172

Percent
17%
29%
7%
5%
6%
5%
7%
4%
8%
1%
3%
8%
100%

Highest Academic Qualification of the Respondents

The highest academic attainment by the respondents is summarized in this section.The
frequency and percentage distribution of the respondents‘ highest academic attainment is
provided which ranges from the highest at doctorate degree down to the lowest, secondary
level of education. In Table 4.11 there is a small percentage, 4%, (n=7) who do not hold any
form of degree. The balance of 96% (n=164) have at least one university degree. The largest
category is that with a Master‘s Degree who account for 57% of the respondents (n=98). The
second largest category are those with a Bachelor‘s Degree who account for 37% of the
respondents (n=63) while 2% (n=3) of the respondents have a doctorate degree.
Table 4.11

Highest Academic Qualification

Highest Academic Qualification
Doctorate or PhD
Master‘s Degree
Bachelor‘s Degree
Post Secondary Certificate
Other
Total

Frequency
3
99
63
2
5
172
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Percent
2%
57%
37%
1%
3%
100%

4.2.2.5

Number of Years Respondents Involved in the Implementation of

Strategy
This section provides a summary of the respondents‘ experience in implementation of
strategy. Table 4.12 gives the frequency and the percentage distribution of the range of years
the respondent has spent in the implementation of strategy in any organization, not
necessarily the current employer and analyzed per the size of the Bank.
The largest proportion of respondents had been involved in implementation of strategy for
between 11 and 20 years (n=61) followed by 8 to 10 years (n=38), then 4 to 7 years (n=36). It
is noted that there are as many respondents with little experience in implementation of
strategy, between 1 and 3 years of experience (n=18), as there are respondents with
experience of over 20 years in the implementation of strategy. It is observed that 69% of the
respondents had at least 8 years of experience in implementation of strategy.
Table 4.12

Number of Years Involved in Implementation of Strategy

Experience in Strategy
Implementation

Bank Size

Frequency

Percent

1 – 3 years

Large
Medium
Small
Total
Large
Medium
Small
Total
Large
Medium
Small
Total
Large
Medium
Small
Total
Large
Medium
Small
Total

1
11
6
18
4
12
20
36
6
17
15
38
26
19
17
62
3
10
5
18

5.6%
61.1%
33.3%
100%
11.1%
33.3%
55.6%
100%
15.8%
44.7%
39.5%
100%
41.9%
30.6%
27.5%
100%
16.7%
55.6%
27.8%
100%

4 – 7 years

8 – 10 years

11 – 20 years

Over 20 years

Total

10.5%

20.9%

22.1%

36.0%

10.5%

172
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100%

100%

It is observed in Table 4.12 that whereas for Medium size banks, there is a balanced
distribution across the respective experience buckets, the small banks have a higher
proportion of the respondents falling in the less experienced buckets (10 years and below)
while the larger banks have more of the respondents falling on the more experienced buckets
(more than 10 years).
4.2.3 The Importance of the Selected Strategic Leadership Actions in the Effective
Implementation of Strategy
This section provides a summary of the ranking in order of importance of the selected
strategic leadership actions in the implementation of strategy in the banks. As seen in Table
4.13, determining the strategic direction of the bank is ranked as the most important strategic
leadership action in the effective implementation of strategy with a normalized mean ranking
of 1.06 followed by developing human capital in the bank with a normalized mean ranking of
3.15. The normalized mean value controls for outliers in the data distribution. Third rank in
order of importance is exploiting and maintaining core competencies score with a normalized
mean ranking of 3.72, followed by emphasizing ethical practices, establishing balanced
organizational controls and sustaining an effective organization culture with normalized
mean rankings of 4.17, 4.28 and 4.30, respectively. The least important of the strategic
leadership actions is developing social capital in the bank with a normalized mean ranking of
5.29. This is consistent with other studies that ranked determining strategic direction as the
most important strategic leadership action and developing social capital as the least important
strategic leadership action as shown in Table 4.13.
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Table 4.13

Ranking in Order of Importance of the Strategic Leadership Actions in

the Effective Implementation of Strategy in Commercial Banks
Normalized
Mean Mean

Median

Std.
Deviation

Skewness

Variable

N

Strategic direction
Human capital

172 1.27
172 3.22

1.06
3.15

1
3

1.043
1.240

4.589
0.830

Core competencies
Ethical practices
Organizational controls
Organization culture
Social capital

172
172
172
172
172

3.72
4.17
4.28
4.30
5.29

4
4
4
4
5

1.601
1.745
1.708
2.031
1.611

0.226
-0.150
0.079
-0.086
-0.739

3.75
4.16
4.26
4.27
5.19

The only strategic leadership action where there was a drift by more than one ranking with
the trend observed in the other studies relates to sustaining an effective organization culture
which ranked 6th (i.e. second least important strategic leadership action) while the other
studies ranked it at 4th. There is therefore consistency with the other studies of Hagen et al.
(1998) in the United States of America and Fourier (2010) and Lear (2012) in South Africa
as shown in Table 4.14, in all rankings except sustaining an effective organization culture
which in this study does not rank as highly as was observed in the other similar studies in the
United States of America and in South Africa.
Table 4.14

Ranking of Strategic Leadership Actions Across Different Studies
Hagen et
Ranking al.

Fourie

Lear

(1998)

(2010)

(2012)

Strategic Direction

1

1

1

1

Human Capital

2

2

2

3

Core Competencies

3

3

3

2

Ethical practices

4

5

5

5

Organizational Controls

5

6

6

6

Organization Culture

6

4

4

4

Social Capital

7
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4.2.4 Exploratory Analysis Using Principal Components Analysis
4.2.4.1 The Scree Plot
This study used Principal Component Analysis technique to examine the interrelations
among the study variables in order to identify the underlying structure of those variables.
Locations along each eigenvector were then associated with values across all variables. This
association between the components and the original variables was examined using the
eigenvalues. The scree plot graph used the eigenvalue against the factor number. The pattern
in the scree plot was a steep curve, followed by a bend and then a horizontal line. Factors
retained for analysis were those with eigenvalues over 1 (Yong & Pearce, 2013).

Figure 4.1

The Scree Plot Graph
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4.2.4.2 Principal Component Analysis Factor Loading
The Principal Component Analysis employed the Varimax rotation method with Kaiser
normalization and the rotation converged in ten (10) iterations. Using this method, the study
established a linear combination of variables that accounted for as much variation as
possible. This ensures that subsequent components accounted for as much of the balance
variation as possible. Ten components were extracted. The threshold for items to be included
was the highest score in the cluster. The threshold score was fixed at 0.4. Two variables, Var_13 (There is more learning from failure than success) and Var_19 (Banks without strong
social capital and not going regional have a higher performance) were therefore excluded for
not meeting the threshold for inclusion.
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Table 4.15

Principal Component Analysis Factor Loading

Component Factor Loadings
Var
1
2
3
4
Var_1
0.37
0.083 0.146
0.609
Var_2
0.143
0.109 0.105 0.071
Var_3
0.26
0.356 0.093
0.48
Var_4
0.319
0.002 0.066 0.536
Var_5
0.094
0.281 0.089 0.133
Var_6
0.17
0.336 0.094
0.626
Var_7
0.103 0.314 0.043
0.649
Var_8
0.218 0.178 -0.062
0.63
Var_9
0.151 0.085 0.048
0.767
Var_10 0.611
0.269 0.395 0.281
Var_11 0.687
0.189 -0.063 0.128
Var_12 0.607
0.095 -0.004 0.112
Var_13 -0.173 0.157 0.108 -0.1
Var_14 0.453
0.423 0.179 0.313
Var_15 -0.481 0.401 -0.151 -0.297
Var_16 0.214
0.2
0.498 -0.114
Var_17 0.637
0.149 0.24
0.12
Var_18 0.222
0.041 0.689 0
Var_19 0.211
0.237 0.094 0.237
Var_20 0.259
0.01
0.406 0.38
Var_21 0.713
0.123 0.227 0.226
Var_22 0.191
0.466 0.039 -0.045
Var_23 0.738
0.253 -0.043 -0.057
Var_24 0.44
0.302 0.328 -0.152
Var_25 0.353
0.457 0.268 0.059
Var_26 0.075
0.216 0.052 0.838
Var_27 0.03
0.046 0.058 0.08
Var_28 0.255
0.402 0.157 0.052
Var_29 -0.039 0.057 0.026 -0.137
Var_30 0.179
-0.076 0.265
0.55
Var_31 0.122
0.178 -0.225 0.549
Var_32 0.192
0.723 0.095 0.102
Var_33 0.299
0.155 0.121
0.73
Var_34 0.16
0.175 0.184 0.158
Var_35 0.536
0.313 -0.259 -0.033
Var_36 -0.024 0.036 -0.08
0.079
Var_37 0.339
0.296 0.436 0.331
Var_38 0.444
0.229 0.08
0.52

5
-0.108
-0.002
0.07
0.142
0.815
-0.03
-0.009
0.255
0.074
0.096
-0.082
0.015
0.176
0.148
-0.403
0.237
0.359
0.076
-0.063
-0.01
-0.004
0.169
0.215
0.395
-0.028
0.023
-0.001
-0.05
0.092
0.096
0.058
-0.012
0.164
-0.011
0.08
0.166
0.152
0.24

6
-0.069
0.004
-0.01
-0.032
0.083
0.007
0.101
0.035
0.012
-0.002
-0.152
0.204
-0.49
-0.006
0.002
-0.062
0.068
-0.129
-0.182
0.489
0.093
0.048
0.063
0.074
-0.013
0.138
-0.046
0.201
0.041
0.129
0.099
-0.073
-0.022
0.23
-0.089
0.826
0.051
-0.028

7
0.069
0.887
0.107
0.295
-0.043
-0.066
0.175
0.027
0.104
-0.036
0.206
-0.08
-0.223
0.113
-0.023
0.154
0.096
0.049
-0.015
0.045
0.097
0.01
0.046
0.145
0.118
-0.043
-0.111
0.257
0.025
0.058
0.446
0.011
0.059
0.158
0.029
-0.054
-0.077
0.161

Var_13 - There is more learning from failure than from success
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8
0.005
0.03
0.051
0.194
0.042
0.04
0.101
0.082
-0.063
-0.008
-0.158
-0.153
0.11
0.083
-0.205
0.031
0.06
0.085
0.288
-0.006
0.08
0.035
0.1
0.024
0.016
-0.149
0.027
0.157
0.956
0.009
-0.301
0.062
0.003
-0.089
0.15
0.047
-0.065
-0.036

9
0.109
-0.091
0.034
-0.023
0.01
0.085
0.031
0.033
0.006
-0.051
-0.012
-0.012
-0.281
-0.06
0.132
0.404
0.062
0.012
0.06
-0.134
-0.055
0.037
0.126
0.13
0.159
0.043
0.912
-0.123
0.021
0.071
0.176
-0.016
-0.013
-0.05
-0.003
-0.11
-0.016
-0.032

10
0.031
0.115
-0.142
0.205
0.009
-0.106
0.045
0.232
0.002
-0.017
-0.048
0.078
-0.185
-0.079
0.02
-0.038
0.043
0.264
0.061
-0.407
0.076
-0.114
0.083
-0.06
0.033
0.084
-0.024
0.085
-0.084
0.024
-0.107
0.19
0.088
0.825
0.14
0.1
-0.013
-0.042

Var_19 - Banks without strong social capital and not going regional have a higher
performance.
Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization. Rotation converged in 10 iterations.
4.3

Effective Implementation of Strategy

The main objective of the data analysis was to test the relationship between the predictor
variables and the dependent variable being the effective implementation of strategy in the
commercial banks. This is in order to identify to what extent the independent variables
influence the outcomes observed in the dependent variable. Findings of significance in the
testing of the hypotheses would consequently result in quantum indicating the weight and
importance of the independent variable. This is useful in not only explaining but also even
predicting outcomes and differences in the scores for the firms‘ strategy implementation. The
research also examined whether personal and demographic variables of the respondents had
an impact on the organizations‘ effective implementation of strategy.

The descriptive

statistics for the dependent variable are also analyzed.
Testing of the research objectives necessitated the computation of a composite measure for
the dependent variable, the effective implementation of strategy. This was collected by
incorporating specific questions in the data collection instrument for primary data. In
addition the researcher using a secondary data collection instrument obtained the data on
Return on Assets (ROA) over a 5 year period, and the two sources combined to generate a
composite measure for the dependent variable, the effective implementation of strategy.
4.3.1 Principal Component Analysis for Strategy Implementation
The researcher used the Principal Component Analysis (PCA) method of extraction to
determine the key components that would be included in the measure for the composite
dependent variable Strategy Implementation from the possible nine components. A linear
combination of components with as much variation as possible was established using the
PCA method of extraction. Varimax rotation method with Kaiser Normalization was used.
The analysis commenced with all the 9 items that made up Strategy Implementation before
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incorporating the component with the measure on Return on Assets. The threshold for
retention was a component factor loading of >0.500.
Table 4.15.1 Inclusion Criteria for the Dependent Variable
Rotated Component
Matrix
Reduced processing time
for loan applications
compared to prior year
The Bank gives service
guarantees for on-time
delivery
The bank is low cost
service provider

Component Factor Loading
1
2
3

Balanced Scorecard
Perspective

.724

.119

.136

Customer

.436

.148

.541

Customer

.167

.056

.905

Customer

Promoting use of
alternative distribution
.006
.143
.894
channels (ATM, mobile,
internet etc)
Promoting innovation as
evidenced by proportion
.522
-.048
.682
of revenue from
innovation
Optimizing
cost/time/quality/
.419
.099
.720
performance for superior
service
Employee capabilities
enabled by high
.033
.262
.822
satisfaction, retention and
productivity.
Timely and accurate
information systems
.401
.218
.572
delivery
Employees motivated,
empowered and aligned
.773
.087
.359
through rewards,
recognition
Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.
a. Rotation converged in 6 iterations.
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Business Process

Business Process

Business Process

Learning & Growth

Learning & Growth

Learning & Growth

All the 9 variables were retained and were used as input into the computation of the
composite dependent variable. The dependent variables retained were then aggregated into a
composite variable forming the construct variable. The Principal Components Analysis
(PCA) method of extraction using the Varimax method of rotation with Kaiser Normalization
was used to determine the key components of the composite dependent variable from the
possible nine variables. The rotation converged after six iterations. The retained variables
were used to compute a composite dependent variable.
The dependent variable – strategy implementation has four perspectives derived from the
Balanced Scorecard (BSC) framework, three perspectives to be derived from the primary
data and the fourth perspective from the secondary data. The PCA method of extraction was
used for the variables with the highest level of variation aligned to the three Balanced
Scorecard perspectives.
Table 4.15.1 reveals that the three variables aligned to the customer perspective, i.e. reduced
processing time, giving service guarantees, being low cost provider, are aligned to Factor 3..
to this The three variables aligned to the business process perspective, i.e. use of alternative
channels, promoting innovation, and optimum cost/time/quality/performance mix, are
aligned to Factor 2, while the three variables aligned to the learning and growth perspective
i.e. high employee capabilities, timely and accurate information systems, employee reward
and recognition systems, are aligned to Factor 1. The factor loadings show that Factor 1
represents the Learning & Growth Perspective, while Factor 2 represents the Internal
Business Process Perspective and Factor 3 represents the Customer Perspective component
of the Dependent variable.
For the variables in the Customer perspective which are aligned to Factor 3, one variable i.e.
reduced processing time, has a factor loading of 0.724 for Factor 1 (Learning & Growth).
This could be an indication of the fact that reduction of the processing time for loans
compared to the previous year was perceived by the respondents as more to do with staff
capacity building, than the customer responsive perspective it was intended to achieve. The
other two variables i.e. giving service guarantees and being a low cost service provider, have
very strong factor loadings on Factor 3 of 0.541 and 0.905, respectively, which was the
expected.
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For the variables in the Internal Business Process perspective which are aligned to Factor 2 in
Table 4.15.1, one variable i.e. using an optimum cost/time/quality/performance mix, has a
factor loading of 0.720 for Factor 1 (Learning & Growth). This could also be an indication of
the fact that using the optimum mix to provide superior services to current customers may
have been perceived by the respondents as more to do with the learning and growth
perspective than the customer responsive perspective that it was intended to achieve. The
other two variables i.e. use of alternative delivery channels and promoting innovation, have
very strong factor loadings on Factor 2 of 0.894 and 0.682, respectively, which was the
expected.
All the three variables in the Learning & Growth perspective i.e. high employee capabilities,
timely and accurate information systems, and employee reward and recognition systems, are
aligned to Factor 1 in Table 4.15.1, and have very strong factor loadings on Factor 1 of
0.822, 0.572, and 0.773, respectively, which was the expected. The dependent variable was
constructed from the four dimensions of the Balance Scorecard Framework with the three
dimensions of customer perspective, internal business processes perspective, and learning
and growth perspective derived from the primary data while the financial perspective was
derived from the secondary data.
4.3.2 Descriptive Statistics for the Effective Implementation of Strategy Variable
This section summarizes the descriptive statistics for the variable-effective implementation of
strategy in the banks. These descriptive statistics are reported in Table 4.16. The factors are
ranked by the normalized mean in order to control for the outliers, with the higher
normalized mean indicating a higher importance of the factor. Nine items of strategy
implementation were measured using a 5-point likert scale where ‗strongly agree’ was 5,
‗neutral‘ was 3 and ‗strongly disagree‘ was 1. On this dimension, promoting the use of
alternative distribution channels (ATM, mobile, internet etc) had the highest normalized
mean score of 4.58 with standard deviation (±0.658), followed by promoting innovation as
evidenced by proportion of revenue from new products and alternative distribution channels,
scoring a normalized mean of 3.99 with standard deviation (±1.086). The third highest
ranked with a normalized mean of 3.87 and standard deviation (±0.914) is using an optimum
cost/time/quality/performance mix to provide superior service to current customers, followed
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by employees being motivated, empowered and aligned through goals, rewards, recognition
system that is aligned to business goals, at a normalized mean of 3.77 and a standard
deviation of (±0.978).
Ranking fifth is the delivery of timely and accurate information on customers and services
delivered by the information systems with a normalized mean of 3.75 and standard deviation
(±0.995), followed by a high level of employee capabilities enabled by high employee
satisfaction, retention and productivity, at a normalized mean score of 3.71 and a standard
deviation of (±0.996). Standing in position seven is reducing the processing time for loan
applications in the current year compared to the previous year, at a normalized mean score of
3.68 and a standard deviation of (±1.197), followed by the bank positioning itself as a low
cost service provider, at a normalized mean score of 3.42 and a standard deviation of
(±1.139). Finally, ranking last with a normalized mean of 3.20 and a standard deviation of
(±1.261) is giving service guarantees for on-time delivery.
The average normalized mean score for the dimension of effective implementation of
strategy is 3.78 implying that overall, the respondents were in agreement with the statements
in this dimension. All statements achieved an average normalized score above 3.00, which
further confirms the fact that on average the respondents were in agreement with each of the
nine statements on effective implementation of strategy
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Table 4.16

Descriptive Statistics for Effective Implementation of Strategy Variable

Variable
Promoting use of alternative
distribution channels
Promoting innovation evidenced by
proportion of revenue
Optimizing cost/time/quality/
performance mix for superior service
Employees motivated, empowered,
aligned through rewards, recognition
Timely and accurate information
systems delivery
Employee capabilities enabled by
satisfaction, retention, productivity.
Processing time for loan applications
reduced compared to prior year
The bank is low cost service provider
The Bank gives service guarantees for
on-time delivery
Average

N

Std.
Mean Deviation

Skewness

Normalized
Mean

166 4.52

0.658

-2.070

4.58

166 3.90

1.086

-0.928

3.99

167 3.84

0.914

-0.967

3.87

167 3.71

0.978

-0.987

3.77

166 3.71

0.997

-0.950

3.75

166 3.65

0.996

-1.001

3.71

166 3.63
167 3.38

1.197
1.139

-0.586
-0.337

3.68
3.43

171 3.12
3.72

1.261

-0.394

3.20
3.78

4.3.3 Associations between Components of Strategy Implementation Variable and
Other Parameters
This section provides the Pearson‘s correlation results of the primary data components of
Strategy Implementation variable and the other parameters. The parameters considered are
the listed status on NSE, bank size, bank type, respondents‘ age, primary role, academic
qualifications, and experience in strategy implementation. Table 4.17 (a) to Table 4.17 (h)
show the correlation coefficients for the components within the dimension of strategy
implementation and the listed parameters indicating where the p-value demonstrates a
significant correlation at the three levels of significance, 1%, 5% and 10%.
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4.3.3.1

Pearson’s Correlation for Components of Strategy Implementation and

the Listing Status at the Nairobi Securities Exchange (NSE)
As seen in Table 4.17(a), Pearson‘s correlation outcome between effective strategy
implementation in the bank and the listing status at the NSE shows that Employees being
motivated, empowered and aligned through goals, rewards, recognition system that is aligned
to business goals is the most significantly correlated with listing status on the Exchange with
r = 0.253, p<0.01, followed by there being a high level of employee capabilities enabled by
high employee satisfaction, retention and productivity, r = 0.223, p<0.01, followed by
reducing the processing time for loan applications in the current year compared to the prior
year, r = 0.205, p<0.01. Fourth most significantly correlated with listing status on the
Exchange is promoting the use of alternative distribution channels (ATM, mobile, internet
etc) with r = 0.172, p<0.05, followed by using an optimum cost/time/quality/performance
mix to provide superior service to current customers, r = 0.162, p<0.05. Ranking sixth in
terms of most significantly correlated with the listing status on the Exchange is being as a
low cost service provider, r = 0.150, p<0.1 followed by the bank promoting innovation as
evidenced by proportion of revenue from new products and alternative distribution channels,
r = 0.132, p<0.1. The other two items did not have a significant correlation with the listing
status at the NSE, with the least significantly correlated being the information systems
delivering timely and accurate information on customers and services delivered, r = -0.025,
p>0.1.
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Table 4.17 (a)

Correlation

Coefficients

for

the

Components

of

Strategy

Implementation and NSE
Variable

NSE

Processing time for loan applications reduced

.205***

The bank gives service guarantees for on-time delivery

0.117

The bank is low cost service provider

0.150*

Promoting use of alternative distribution channels

.172**

Promoting innovation as evidenced by proportion of revenue.

0.132*

Optimizing cost/time/ quality/performance mix for superior service

.162**

Employee capabilities enabled by satisfaction, retention and productivity.

.223***

Timely and accurate information systems delivery

-0.025

Employees motivated, empowered, aligned through recognition

.253***

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
4.3.3.2

Pearson’s Correlation for Components of Strategy Implementation and

the Bank Size
Table 4.17 (b) with Pearson‘s correlation analysis on the components of strategy
implementation in the bank and the bank size shows that employees being motivated,
empowered and aligned through goals, rewards, recognition system that is aligned to
business goals, is the most significantly correlated with bank size, r = -0.327, p<0.01,
followed by a high level of employee capabilities enabled by high employee satisfaction,
retention and productivity, r = -0.308, p<0.01. Third ranked in order of most significantly
correlated with bank size is promoting the use of alternative distribution channels (ATM,
mobile, internet etc), r = -0.300, p<0.01 followed by reducing the processing time for loan
applications in current year compared to prior year, r = -0.237, p<0.01, followed by
promoting innovation as evidenced by proportion of revenue from new products and
alternative distribution channels, r = -0.210, p<0.01.
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Ranking sixth is using an optimum cost/time/quality/performance mix to provide superior
service to current customers, r = -0.193, p<0.05. The other three items did not have a
significant correlation with the bank size, with the least significantly correlated being a low
cost service provider, r = -0.057, p>0.1. The correlation coefficients are negative values
indicating that the respondents agreed more with the statements as the bank size increased
(large banks were coded 1, through to small banks coded 3).
Table 4.17 (b)

Correlation Coefficients for the Components of Strategy

Implementation and Size
Variable

Size

Processing time for loan applications reduced

-.237***

The bank gives service guarantees for on-time delivery

-0.116

The bank is low cost service provider

-0.057

Promoting use of alternative distribution channels

-.300***

Promoting innovation as evidenced by proportion of revenue.

-.210***

Optimizing cost/time/ quality/performance mix for superior service

-.193**

Employee capabilities enabled by satisfaction, retention and productivity.

-.308***

Timely and accurate information systems delivery

-0.071

Employees motivated, empowered, aligned through recognition

-.327***

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
4.3.3.3

Pearson’s Correlation for Components of Strategy Implementation and

the Bank Type
The correlation analysis seen in Table 4.17 (c) on the components of strategy implementation
in the bank and the bank type shows that being a low cost service provider is the most
significantly correlated with bank type, r = 0.224, p<0.01, followed by promoting the use of
alternative distribution channels (ATM, mobile, internet etc), r = 0.215, p<0.01. Ranking
third most significantly correlated with bank type is employees being motivated, empowered
and aligned through goals, rewards, recognition system that is aligned to business goals, r =
0.141, p<0.1, followed by the information systems delivering timely and accurate
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information on customers and services delivered, r = 0.137, p<0.1. The other five items did
not have a significant correlation with the bank type, with the least significantly correlated
being promoting innovation as evidenced by proportion of revenue from new products and
alternative distribution channels, r = 0.027, p>0.1.
Table 4.17 (c)

Correlation

Coefficients

for

the

Components

of

Strategy

Implementation and Type
Variable

Type

Processing time for loan applications reduced

-0.03

The bank gives service guarantees for on-time delivery

0.1

The bank is low cost service provider

-.224***

Promoting use of alternative distribution channels

.215***

Promoting innovation as evidenced by proportion of revenue.

0.027

Optimizing cost/time/ quality/performance mix for superior service

0.118

Employee capabilities enabled by satisfaction, retention and productivity.

0.077

Timely and accurate information systems delivery

0.137*

Employees motivated, empowered, aligned through recognition

0.141*

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.3.3.4 Pearson’s Correlation for Components of Strategy Implementation and the
Respondents’ Age
Pearson‘s correlation outcome shown in Table 4.17 (d) on the implementation of strategy in
the bank and the respondents‘ age reveals that employees being motivated, empowered and
aligned through goals, rewards, recognition system that is aligned to business goals, is the
most significantly correlated with the respondents‘ age, with r = 0.254, p<0.01, followed by a
high level of employee capabilities enabled by high employee satisfaction, retention and
productivity, r = 0.220, p<0.01. The third most significantly correlated with respondents‘ age
is giving service guarantees for on-time delivery, r = 0.187, p<0.05, followed by using an
optimum cost/time/quality/performance mix to provide superior service to current customers,
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r = 0.180, p<0.05, followed by reducing the processing time for loan applications in the
current year compared to the prior year, r = 0.162, p<0.05. The other four items are not
significantly correlated with the respondents‘ age, with the least significantly correlated
being the information systems delivering timely and accurate information on customers and
services delivered, r = 0.001, p>0.1.
Table 4.17 (d)

Correlation

Coefficients for the Components of

Strategy

Implementation and Age
Variable

Age

Processing time for loan applications reduced

.162**

The bank gives service guarantees for on-time delivery

.187**

The bank is low cost service provider

0.072

Promoting use of alternative distribution channels

0.004

Promoting innovation as evidenced by proportion of revenue.

0.042

Optimizing cost/time/ quality/performance mix for superior service

.180**

Employee capabilities enabled by satisfaction, retention and productivity.

.220***

Timely and accurate information systems delivery

0.001

Employees motivated, empowered, aligned through recognition

.254***

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.3.3.5

Pearson’s Correlation for Components of Strategy Implementation and

the Respondents’ Gender
Table 4.17 (e) with Pearson‘s correlation analysis of the components of strategy
implementation in the banks and the respondents‘ gender reveals that there is no significant
correlation. This shows that gender has no significant influence on the implementation of
strategy in the banks in Kenya
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Table 4.17 (e)

Correlation

Coefficients for the Components of

Strategy

Implementation and Gender
Variable

Gender

Processing time for loan applications reduced

-0.065

The bank gives service guarantees for on-time delivery

-0.132

The bank is low cost service provider

-0.022

Promoting use of alternative distribution channels

-0.037

Promoting innovation as evidenced by proportion of revenue.

-0.065

Optimizing cost/time/ quality/performance mix for superior service

-0.079

Employee capabilities enabled by satisfaction, retention and productivity.

-0.108

Timely and accurate information systems delivery

-0.082

Employees motivated, empowered, aligned through recognition

-0.095

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
4.3.3.6

Pearson’s Correlation for Components of Strategy Implementation and

the Respondents’ Primary Role in the Bank
Table 4.17 (f) with Pearson‘s correlation analysis of the components of strategy
implementation and the respondents‘ primary role in the bank reveals that there is no
significant correlation. This shows that the primary of the manager in the bank has no
significant influence on the bank‘s implementation of strategy.
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Table 4.17 (f)

Correlation

Coefficients

for

the

Components

of

Strategy

Implementation and Respondent’s Role
Positio

Variable

n

Processing time for loan applications reduced

-0.105

The bank gives service guarantees for on-time delivery

-0.032

The bank is low cost service provider

-0.072

Promoting use of alternative distribution channels

0.004

Promoting innovation as evidenced by proportion of revenue.

-0.037

Optimizing cost/time/ quality/performance mix for superior service

-0.065

Employee capabilities enabled by satisfaction, retention and productivity.

-0.049

Timely and accurate information systems delivery

0.006

Employees motivated, empowered, aligned through recognition

-0.047

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.3.3.7

Pearson’s Correlation for Components of Strategy Implementation and

the Respondents’ Academic Qualifications
The correlation analysis in Table 4.17 (g) on the components of strategy implementation in
the bank and the respondents‘ academic qualifications shows that giving service guarantees
for on-time delivery is the most significantly correlated with r = 0.189, p<0.05, followed by
promoting the use of alternative distribution channels (ATM, mobile, internet etc), r = -0.130,
p<0.1. The other seven items did not have significant correlation with the respondents‘
academic qualifications, with the least significantly correlated being reducing the processing
time for loan applications in the current year compared to the prior year, r = -0.010, p>0.1.
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Table 4.17 (g)

Correlation

Coefficients

for

the

Components

of

Strategy

Implementation and Academic Qualifications
Educatio

Variable

n

Processing time for loan applications reduced

-0.01

The bank gives service guarantees for on-time delivery

.189**

The bank is low cost service provider

0.042

Promoting use of alternative distribution channels

-0.130*

Promoting innovation as evidenced by proportion of revenue.

0.043

Optimizing cost/time/ quality/performance mix for superior service

0.043

Employee capabilities enabled by satisfaction, retention and productivity.

0.098

Timely and accurate information systems delivery

0.117

Employees motivated, empowered, aligned through recognition

0.025

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.3.3.8

Pearson’s Correlation for Components of Strategy Implementation and

the Respondents’ Experience in Strategy Implementation
Pearson‘s correlation analysis in Table 4.17 (h) on the components of strategy
implementation in the bank and the respondents‘ experience in implementation of strategy
shows that employees being motivated, empowered and aligned through goals, rewards,
recognition system that is aligned to business goals, is the most significantly correlated with r
= 0.274, p<0.01, followed by a high level of employee capabilities enabled by high employee
satisfaction, retention and productivity, r = 0.241, p<0.01. The third most significantly
correlated item is using an optimum cost/time/quality/performance mix to provide superior
service to current customers, r = 0.213, p<0.01, followed by reducing the processing time for
loan applications, r = 0.153, p<0.05. Finally, ranking fifth in order of most significantly
correlated is

the bank promoting innovation as evidenced by proportion of revenue from

new products and alternative distribution channels, r = 0.130, p<0.1. The other four items did
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not have significant correlation with the respondents‘ experience in implementation of
strategy, with the least significantly correlated being the bank promoting the use of
alternative distribution channels (ATM, mobile, internet etc), r = 0.059, p>0.1.
Table 4.17 (h)

Correlation

Coefficients

for

the

Components

of

Strategy

Implementation and Experience
Experien

Variable

ce

Processing time for loan applications reduced

.153**

The bank gives service guarantees for on-time delivery

0.086

The bank is low cost service provider

0.061

Promoting use of alternative distribution channels

0.059

Promoting innovation as evidenced by proportion of revenue.

0.130*

Optimizing cost/time/ quality/performance mix for superior service

.213***

Employee capabilities enabled by satisfaction, retention and productivity.

.241***

Timely and accurate information systems delivery

0.108

Employees motivated, empowered, aligned through recognition

.274***

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
4.3.4 Test for Assumptions for Regression Analysis
It is crucial to test whether assumptions of linearity, homoscedasticity, multicollinearity and
normality hold when dealing with inferential statistics, since when they do not hold, it is not
possible to draw reliable and accurate deductions about reality. Given that the sample size for
the study at 172 was large enough being > 40, the violations of some of these assumptions
may not be of major concern. The tests for the assumptions are analyzed in this section.
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4.3.4.1 Test of Linearity
The test for linearity and deviation from the linearity was carried out and the results are
summarized in Table 4.18 below. The test for linearity has a significant p-value (p < 0.01).
This shows that there is a linear relationship between the banks‘ effective implementation of
strategy and the seven predictor variables. Also with a p-value of greater than 0.01 is the
deviation from linearity test. This means that there is a consistent linear relationship between
the banks‘ effective implementation of strategy and the seven predictor variables.
Table 4.18

Test of Linearity

Sum

ANOVA Table

of df

Squares

Composite
Dependent

F

Sig.

.000

Square

(Combined)

108.586

14

7.756

5.557

Linearity

96.546

1

96.546

69.166 .000

12.040

13

.926

.663

Within Groups

205.192

147

1.396

Total

313.778

161

Between
* Groups

Deviation from
Linearity

Strategic
Direction

Mean

.796

4.3.4.2 Test for homoscedasticity
The results of the homoscedasticity test are shown in Figure 4.2 with regression residuals in a
scatter plot displaying clear evidence of homoscedasticity. As seen in the plot, the error in
predicted Y does not increase as the value of predicted Y increases. The R2 of 0.38 measures
how a good fit the regression line is and represents the percentage of the response variable
variation that is accounted for in the model. Strategic direction and organizational controls
account for 38% of variance in the banks‘ effective implementation of strategy.
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Figure 4.2

Scatter Plot for Homoscedasticity using regression residuals for Strategy

Implementation
4.3.4.3 Test for multicollinearity
Multicollinearity in this study was measured through the Variance Inflation Factor (VIF).
When the predictor variables are correlated, the VIF measures the extent to which the
variance of estimated regression coefficient varies. A unit measure in the VIFs (value = 1.0)
would imply that there is no correlation in the factors. Different thresholds have been used
for VIF ranging from as high as 10 to as low as 4 (Pan & Jackson, 2008). Table 4.19
indicates a VIF value ranging from 1.225 to 3.422, which points to insignificant
multicollinearity in the regression models for this study.

146

Table 4.19

Collinearity Statistics

Coefficients

Unstandardized

Standardized t

Coefficients

Coefficients

Statistics

B

Beta

Tolerance VIF

Std.

Sig.

Collinearity

Error
(Constant)

-.224

.857

Strategic Direction

.549

.220

.236

2.498 .014 .442

2.263

Core Competencies

-.171

.213

-.093

-.804 .423 .292

3.422

Human Capital

.128

.209

.069

.611

.542 .305

3.274

Social Capital

.312

.165

.167

1.892 .060 .505

1.981

Organizational Culture .003

.197

.002

.016

.987 .392

2.548

Ethical Practices

.308

.211

.131

1.461 .146 .492

2.031

.538

.183

.262

2.936 .004 .494

2.026

-.091

.136

-.047

-.673 .502 .817

1.225

Organizational
Controls
Intervening Variables

-.262 .794

4.3.4.4 Tests for Normality
The tests of normality statistics are shown in the Shapiro-Wilk Test of Normality Table 4.20..
The Shapiro-Wilk test has a p-value of 0.063. This led us to conclude that the data was
generated from a normal distribution.
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Table 4.20

Tests of Normality

Kolmogorov-Smirnova
Statistic
Standardized Residual .067

Shapiro-Wilk

df

Sig.

Statistic

df

Sig.

160

.077

.984

160

.063

a. Lilliefors Significance Correction
Moreover, the study computed as part of the descriptive statistics, the normalized mean for
each independent variable. The normalized mean takes care of outliers as it incorporates the
standard deviation, and would be found within each of the descriptive statistics tables for
each variable.
4.4

Determining the Strategic Direction of the Bank

4.4.1 Descriptive Statistics for Strategic Direction
This section summarizes the descriptive statistics for the variable-determining the Strategic
Direction of the Bank. These descriptive statistics are reported in Table 4.21 below. The
factors are ranked by the normalized mean in order to control for the outliers, with the higher
normalized mean indicating a higher importance of the factor. Using the 5-point likert scale
for the strategic direction dimension, five items were measured ‗strongly disagree’ being 1,
and ‘strongly agree’ being 5. On this dimension, a clearly defined and understood
vision/mission/strategic intent, had the highest normalized mean score of 4.53 with a
standard deviation (±0.805), followed by the CEO‘s personality being inclined towards
initiation of strategic change with a normalized mean score of 4.13 and a standard deviation
(±1.162). The lowest normalized mean score of 3.17 related to the bank‘s use of management
incentives to align management action to strategy implementation. This dimension had an
average normalized mean score of 3.99. The respondents thus largely agreed with the
statements included in evaluating this dimension.
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Table 4.21

Descriptive Statistics for Strategic Direction Variable
Std.

Variable

N

Skewness

Mean

SD1

170 4.42

0.805

-1.677

4.53

SD2

169 4.03

1.162

-1.21

4.13

SD3

169 3.98

0.728

-1.38

4.06

SD4

170 3.96

1.014

-1.135

4.06

SD5

168 3.15

1.146

-0.272

3.17

Average

Mean Deviation

Normalized

3.91

3.99

KEY:
SD1

The vision/mission/ strategic intent is clearly defined and understood by the staff

SD2

CEO‘s personality inclined towards initiation of strategic change and performance
effects of change

SD3

Facilitating employees‘ meaning-making of changes through communication

SD4

Top team are too committed to the status quo, avoiding any perceived risky actions

SD5

Use of incentive compensation for top team to align management action to
implementation of strategy

4.4.2

Associations between Components of Strategic Direction of the Bank and Other

Parameters
This section provides the Pearson correlation results of the components in determining
strategic direction dimension and the other parameters. The parameters considered are the
listing status at the NSE, bank size, bank type, respondent‘s age, primary role, academic
qualification, experience in strategy implementation. Tables 4.22(a) to 4.22(h) show the
correlation coefficients for the components within the dimension of determining strategic
direction and the other parameters indicating where the p-value demonstrate significant
correlation at the three levels of significance, 1%, 5% and 10%.
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4.4.2.1

Pearson’s Correlation for Components of Strategic Direction of the Bank

and the Listing Status at the Nairobi Securities Exchange (NSE)
As summarized in Table 4.16 (a), Pearson correlation outcome between determining strategic
direction of the bank and the listing status at the NSE shows significant correlation on all the
items. Using incentive compensation for top management team to align management action
to strategy implementation was the most significantly correlated with r = 0.304, p<0.01,
followed by management facilitating employees‘ meaning making of changes to envision the
future through communication with r = 0.236, p<0.01, and having the CEO and management
team too committed to status quo, and hence avoiding any perceived risky actions, ranking
third with r = 0.218, p<0.01. The CEO‘s personality being inclined towards initiation of
strategic change is fourth most correlated with r = 0.166, p<0.05 and least but still significant
at 5% level of significance is having the vision/mission/strategic intent clearly defined and
understood by staff, r = 0.161, p<0.05.
Generally all the five components of determining strategic direction for the bank are
significantly correlated with the listing status of the Bank. There was a higher tendency to
determine strategic direction for the bank amongst the banks listed on the NSE.

Table 4.22 (a) Correlation Coefficients for Strategic Direction and NSE
Variable
The vision/mission/ strategic intent is clearly defined and understood by the staff
CEO‘s personality inclined towards initiation of strategic change and
performance effects of change
Facilitating employees‘ meaning-making of changes through communication
Top team are too committed to the status quo, avoiding any perceived risky
actions
Use of incentive compensation for top team to align management action to
implementation of strategy
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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NSE
.161**
.166**
.236***
.218***
.304***

4.4.2.2

Pearson’s Correlation for Components of Strategic Direction and Bank

Size
The correlation results shown in Table 4.22 (b) between determining strategic direction and
bank size shows that using incentive compensation for top management team to align
management action to strategy implementation was the most significantly correlated with r =
-0.331, p<0.01, followed by having the vision/mission/strategic intent clearly defined and
understood by staff, r = -0.268, p<0.01, as seen in Table 4.16. Having the CEO and
management team too committed to status quo, and hence avoiding any perceived risky
actions was also ranked third highest correlated with Bank size having r = -0.239, p<0.01.
Finally management facilitating employees‘ meaning making of changes to envision the
future through communication was significantly correlated with bank size scoring r = -0.211,
p<0.01. One item, the CEO‘s personality being inclined towards initiation of strategic
change, was not significantly correlated with bank size, scoring r = -0.119, p>0.1. The
correlation coefficients are negative values indicating that the respondents were in agreement
with the statements as the bank size increased (large banks were coded 1, through to small
banks coded 3).
Table 4.22 (b) Correlation Coefficients for Strategic Direction and Size
Variable
The vision/mission/ strategic intent is clearly defined and understood by the
staff
CEO‘s personality inclined towards initiation of strategic change and
performance effects of change
Facilitating employees‘ meaning-making of changes through communication
Top team are too committed to the status quo, avoiding any perceived risky
actions
Use of incentive compensation for top team to align management action to
implementation of strategy
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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Size
-.268***
-0.119
-.211***
-.239***
-.331***

4.4.2.3

Pearson’s Correlation for Components of Strategic Direction and Bank

Type
The correlation results shown in Table 4.22 (c) between determining strategic direction and
the bank type show that the use of incentive compensation for top management team to align
management action to strategy implementation has the most correlation to the bank type with
a score of r = 0.153, p<0.05, as seen in Table 4.16. All the other four items have no
significant correlation with the bank type and the lowest scoring is the CEO and the top
management team being too committed to the status quo, avoiding any perceived risky
actions with a score of r = -0.022, p>0.1. Generally there is no significant correlation
between the dimension of determining strategic direction and the bank type.
Table 4.22 (c)

Correlation Coefficients for Strategic Direction and Type

Variable
The vision/mission/ strategic intent is clearly defined and understood by the staff
CEO‘s personality inclined towards initiation of strategic change and
performance effects of change
Facilitating employees‘ meaning-making of changes through communication
Top team are too committed to the status quo, avoiding any perceived risky
actions
Use of incentive compensation for top team to align management action to
implementation of strategy
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.4.2.4

Type
0.065
0.088
0.100
0.022
.153**

Pearson’s Correlation for Components of Strategic Direction and the

Respondents’ Age
In Table 4.16, the correlation outcome between determining strategic direction and the age of
the respondent reveal that the CEO and top management team being too committed to status
quo hence avoiding perceived risky actions was the most significantly correlated with the
respondent‘s age with r = 0.240, p<0.01, while using incentive compensation for top
management team to align management action to strategy implementation ranked second, r =
0.165, p<0.05, closely followed by having the vision/mission/strategic intent clearly defined
and understood by staff, r = 0.164, p<0.05. The other two items, facilitating employees‘
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meaning making of changes to achieve the envisioned future through communication and the
CEO‘s personality being inclined towards initiation of strategic change, were not
significantly correlated with age of the respondent, with a score of r = 0.125, p>0.1 and r =
0.093, p>0.1, respectively.
Table 4.22 (d)

Correlation Coefficients for Strategic Direction and Age

Variable
The vision/mission/ strategic intent is clearly defined and understood by the
staff
CEO‘s personality inclined towards initiation of strategic change and
performance effects of change
Facilitating employees‘ meaning-making of changes through communication
Top team are too committed to the status quo, avoiding any perceived risky
actions
Use of incentive compensation for top team to align management action to
implementation of strategy
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.4.2.5

Age
.164**
0.093
0.125
.240***
.165**

Pearson’s Correlation for Components of Strategic Direction and the

Respondents’ Gender
The correlation results between determining strategic direction and the gender of the
respondent show that the use of incentive compensation for top management team to align
management action to strategy implementation is most correlated to the gender of the
respondent with r = -0.159, p<0.05, as seen in Table 4.22(e). The next is only significant at
the 10% level of significance with r = -0.140, and is having the CEO and management team
too committed to status quo, and hence avoiding any perceived risky actions. All the other
items have no significant correlation with gender and the lowest scoring is CEO‘s personality
being inclined towards initiation of strategic change with r = -0.050, p>0.1. Generally there is
no significant correlation between the dimension of determining strategic direction and the
respondent‘s gender
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Table 4.22 (e)

Correlation Coefficients for Strategic Direction and Gender

Variable
The vision/mission/ strategic intent is clearly defined and understood by the staff
CEO‘s personality inclined towards initiation of strategic change and performance
effects of change
Facilitating employees‘ meaning-making of changes through communication
Top team are too committed to the status quo, avoiding any perceived risky actions
Use of incentive compensation for top team to align management action to
implementation of strategy
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
4.4.2.6

Gender
-0.105
-0.050
-0.118
-0.140*
0.159**

Pearson’s Correlation for Components of Strategic Direction and the

Respondents’ Primary Role in the Bank
As seen in Table 4.22(f), only one item has a significant correlation with the respondent‘s
primary role in the bank and even then it is only at the 10% level of significance. This item is
where the CEO and the top management team are too committed to the status quo, thus
avoiding any perceived risky actions, with r = -0.131, p<0.1. All the other items have no
significant correlation with the respondent‘s primary role in the bank with the lowest being
the CEO‘s personality being inclined towards initiation of strategic change with r = 0.003,
p>0.1. Generally there is no significant correlation between the components of determining
strategic direction for the bank and the respondent‘s primary role in the bank.
Table 4.22 (f)

Correlation Coefficients for Strategic Direction and Primary Role

Variable
The vision/mission/ strategic intent is clearly defined and understood by the staff
CEO‘s personality inclined towards initiation of strategic change and performance
effects of change
Facilitating employees‘ meaning-making of changes through communication
Top team are too committed to the status quo, avoiding any perceived risky actions

Role
-0.015
0.003
-0.085
0.131*

Use of incentive compensation for top team to align management action to
-0.102
implementation of strategy
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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4.4.2.7

Pearson’s Correlation for Components of Strategic Direction and the

Respondents’ Academic Qualifications
Table 4.16 gives the summary results of the correlation coefficients and this shows that there
is no significant correlation between the components of determining strategic direction of the
bank and the respondent‘s academic qualification, even at the significance level of 10%. This
shows that academic attainment of the manager has no influence on determining the strategic
direction of the bank.
Table 4.22 (g)

Correlation Coefficients for Strategic Direction and Education

Variable
The vision/mission/ strategic intent is clearly defined and understood by the staff
CEO‘s personality inclined towards initiation of strategic change and
performance effects of change
Facilitating employees‘ meaning-making of changes through communication
Top team are too committed to the status quo, avoiding any perceived risky
actions
Use of incentive compensation for top team to align management action to
implementation of strategy
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.4.2.8

Educatio
n
-0.047
0.107
-0.030
0.040
0.078

Pearson’s Correlation for Components of Strategic Direction and the

Respondents’ Experience in the Implementation of Strategy
Table 4.22 (h) gives the correlation results between the components of determining strategic
direction and the number of years the respondents have been involved in the implementation
of strategy which shows that the CEO and the top management team being too committed to
status quo and thus avoiding any perceived risky actions was the most significantly
correlated with r = 0.331, p<0.01. This is followed by the use of incentive compensation for
the top management team to align management action to implementation of strategy with r =
0.221, p<0.01. The third most significantly correlated item is management facilitating
employees‘ meaning-making of changes to achieve the envisioned future through
communication scoring r = 0.218, p<0.01, followed by the vision/mission/strategic intent
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being clearly defined and understood by the staff, with a result of r = 0.208, p<0.01. Finally,
the CEO‘s personality being inclined towards initiation of strategic change with a score of r =
0.210, p<0.01, is also significantly correlated with the respondent‘s experience though the
least correlated among the five components of determining strategic direction.
Generally all the five components of determining strategic direction for the bank are
significantly correlated with the number of years the respondent has been involved in
implementation of strategy in the bank and elsewhere.
Table 4.22 (h)

Correlation Coefficients for Strategic Direction and Experience
Experien
ce

Variable
The vision/mission/ strategic intent is clearly defined and understood by the
staff
CEO‘s personality inclined towards initiation of strategic change and
performance effects of change
Facilitating employees‘ meaning-making of changes through communication
Top team are too committed to the status quo, avoiding any perceived risky
actions
Use of incentive compensation for top team to align management action to
implementation of strategy
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.4.3

.208***
.209***
.218***
.331***
.221***

Pearson’s Correlation for Strategic Direction and Effective Implementation of

Strategy
This section provides the Pearson‘s correlation results of the composite variables, strategic
direction and strategy implementation. Table 4.23 shows the correlation coefficients for
items with significant correlation and highlighted in bold are levels of significance at 1% and
5%
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Pearson‘s correlation results between strategic direction and strategy implementation shows
that having the vision/mission/strategic intent clearly defined and understood by staff was the
most significantly correlated with r = 0.450, p<0.01, followed by using incentive
compensation for management to align action to strategy implementation, r = 0.394, p<0.01.
Third most significantly correlated to strategy implementation is management facilitating
employees‘ meaning-making of changes to achieve the envisioned future through
communication, with r = 0.354, p<0.01, followed by the CEO and the top management team
being too committed to the status quo, thus avoiding any perceived risky actions, with r =
0.320, p<0.01. Finally, the CEO‘s personality being inclined towards initiation of strategic
change and performance effects of strategic change implementation, was also significantly
correlated scoring r = 0.230, p<0.01. All the five items in this strategic direction dimension
therefore display significant correlation with the composite variable of strategy
implementation.
Table 4.23

Correlation Coefficients for the Strategic Direction Components

Correlation between dependent variable and:

r Value

SD1
SD5
SD3
SD4
SD2

.450***
.394***
.354***

p value
0.000
0.000
0.000

N
162
161
162

.320***
.230***

0.000
0.003

162
162

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and *** respectively
SD1

The vision/mission/ strategic intent is clearly defined and understood by the staff

SD2

CEO‘s personality inclined towards initiation of strategic change and performance
effects of change

SD3

Facilitating employees‘ meaning-making of changes through communication

SD4

Top team are too committed to the status quo, avoiding any perceived risky actions

SD5

Use of incentive compensation for top team to align management action to
implementation of strategy
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A composite variable for Strategic Direction was derived. This was constructed using the
items that had high correlation (1% and 5% levels of significance) with Strategy
Implementation as shown in Table 4.23. All the five items are significant and these are: the
vision/mission/strategic intent clearly defined and understood, using incentive compensation,
facilitating employees‘ meaning-making of changes, management not too committed to
status quo as to avoid any perceived risks, and the CEO‘s personality inclined towards
change.
The correlation of the sub-construct: management not too committed to the status quo, with
the return on assets was tested. Return on assets, which is an average over the last five years
is a proxy for the financial performance over an extended period of time. Table 4.24 shows
that there is a significant positive correlation (r = 0.178, p<0.05) between the CEO and TMT
being committed to status quo and the good financial performance of the bank in the past.
Table 4.24

Correlation Coefficients for sub-construct of the Strategic Direction with

the Return on Assets
Correlations

Return on Asset

SD1

Pearson Correlation

.178**

Sig. (2-tailed)

0.022

N

167

Note: ** Correlation is significant at the 0.05 level (2-tailed).
SD1

The CEO and the top management team are too committed to the status quo, avoiding

any perceived risky actions
4.4.4

Regression Modelling of the Effect of Strategic Direction on Strategy

Implementation
Regression analysis was used to test if determining strategic direction positively influences
the effective implementation of strategy in the banks. This section highlights the results of
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the regression modelling to test the effect of the composite variable strategic direction on the
dependent composite variable, the effective implementation of strategy in banks. The results
are shown in Table 4.25.
Table 4.25

Effect of Strategic Direction on Strategy Implementation

Model Summary
Model
R
.555a

1
ANOVA
Model

1

Regression
Residual
Total

Coefficients
Model

1

(Constant)
Strategic
Direction

R Square

Adjusted R Square

.308

.303

Sum
Squares
96.546
217.232
313.778

of df
1
160
161

of

Mean Square

F

Sig.

96.546
1.358

71.110

.000b

Unstandardized
Coefficients
B
Std.
Error
.974
.607

Standardized t
Coefficients
Beta

1.295

.555

.154

Std. Error
Estimate
1.16520

Sig.

1.605

.111

8.433

.000

the

Collinearity
Statistics
Tolerance VIF

1.000

1.000

Table 4.25 indicates the results of the regression that the predictor variable, strategic
direction, explains 30.8% of the variance (R2 = 0.308).
It was also found that F (1,161) = 71.110, p<0.001. This is an indication of a significant
linear relationship between Strategic Direction Strategy Implementation.
The coefficient for Strategic Direction (β = 1.295, p<0.001) was significant. The coefficient
(β) is a measure of the increase in the dependent variable, Strategy Implementation, when the
independent variable, Strategic Direction, increases by one unit. This shows that an increase
by one unit in Strategic Direction led to 1.295 units increase in Strategy Implementation.
Therefore, Strategic Direction significantly predicted Strategy Implementation.
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The regression model for the Strategic Direction (SD) is as follows:
SI = 0.974 + 1.295 SD
4.4.5

Hypothesis Testing for Strategic Direction

The results for the hypothesis testing are presented in this section. The following hypotheses
were tested:
H1o :

β = 0 determining strategic direction significantly contributes to the effective

implementation of strategy in the commercial bank
H1a : β ≠ 0 determining strategic direction does not significantly contribute to the effective
implementation of strategy in the commercial bank
From the model summary table in Table 4.25, the regression coefficients were used to test
the hypothesis because of the linearity of the two variables being tested namely Strategic
Direction and Strategy Implementation. As shown in Section 4.4.4 above, Strategic Direction
significantly predicted Strategy Implementation.
These results support the null hypothesis that determining strategic direction significantly
contributes to the effective implementation of strategy in the commercial bank. The
alternative hypothesis that determining strategic direction does not significantly contribute to
the effective implementation of strategy in the commercial bank is therefore rejected.
4.5

Exploiting and Maintaining Core Competencies

4.5.1

Descriptive Statistics for Core Competencies

This section summarizes the descriptive statistics for the variable- core competencies in the
Bank. These descriptive statistics are reported in Table 4.26. The factors are ranked by the
normalized mean in order to control for the outliers, with the higher normalized mean
indicating a higher importance of the factor. Using a 5-point likert scale, four items were
measured ‗strongly disagree’ being 1 and ‘strongly agree’ being 5. On this dimension, the
bank encouraging sharing of resources across the bank‘s units, especially the employees‘
knowledge and skills, had the highest normalized mean at 4.19 with standard deviation
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(±0.920), followed by the Bank allocating resources towards building new capabilities with a
normalized mean score of 4.01 with standard deviation (± 1.000).
The third highest normalized mean was where the core competencies of the bank are
understood at strategy formulation stage and then emphasized when implementing selected
strategies with a normalized mean score of 3.92 with a standard deviation of (±0.895) and
last is where the Bank adequately leverages its resources by accumulating, combining and
exploiting the resources, with a normalized mean score of 3.69 and a standard deviation of
(±1.023). This dimension had an average normalized mean score of 3.95 which indicates
general agreement with the statements in this dimension.
Table 4.26

Descriptive Statistics for Core Competencies Variable

Variable
CC1
CC2
CC3
CC4
Average
Note:
CC1

N
168
168
169
168

Mean
4.1
3.93
3.86
3.64
3.88

Std.
Deviation
0.92
1
0.895
1.023

Skewness
-1.371
-1.199
-1.026
-0.817

Normalized
Mean
4.19
4.01
3.92
3.69
3.95

Encouraging sharing of resources across the units, especially the employees‘
knowledge and skills

CC2

Allocating resources towards building new capabilities, which develop into core
competencies

CC3

Core competencies understood at strategy formulation and emphasized at
implementing the strategies

CC4

Adequately leveraging of its resources by accumulating, combining and exploiting

the resources

4.5.2

Associations between Components of Core Competencies and Other Parameters

This section provides the Pearson correlation results of the components comprising
exploiting and maintaining core competencies and the other parameters. The parameters
considered are the listed status on NSE, bank size, bank type, respondent‘s age, primary role,
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academic qualifications, and experience in strategy implementation. Tables 4.27(a) to 4.27(h)
show the correlation coefficients for the components within the dimension of exploiting and
maintaining core competencies and the other parameters indicating where the p-value
demonstrates a significant correlation at the three levels of significance, 1%, 5% and 10%.
4.5.2.1

Pearson’s Correlation for Components of Core Competencies of the Bank

and the Listing Status at the Nairobi Securities Exchange (NSE)
Pearson correlation outcome in Table 4.27(a) between exploiting and maintaining core
competencies of the bank and the listing status at the NSE shows significant correlation on
only one item. This is where the bank encourages sharing of resources across the bank‘s
units, especially the employees‘ knowledge and skills with r = 0.160, p<0.05. The other three
items did not have a significant correlation with the listing status at the NSE. Generally there
is no significant correlation between the components of exploiting and maintaining core
competencies in the bank and the listing status at the NSE.
Table 4.27 (a)

Correlation Coefficients for Core Competencies and NSE Listing

Variable
Encouraging sharing of resources across the units, especially the employees‘
knowledge and skills
Adequately leveraging of its resources by accumulating, combining and
exploiting the resources
Core competencies understood at strategy formulation and emphasized at
implementing the strategies
Allocating resources towards building new capabilities, which develop into core
competencies
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.5.2.2

NSE
.160**
0.115
0.105
0.108

Pearson’s Correlation for Components of Core Competencies of the Bank

and the Bank Size
The correlation results in Table 4.27 (b) between components of core competencies of the
bank and the bank size shows that allocating resources towards building new capabilities,
which develop into core competencies was the most significantly correlated with r = -0.214,
p<0.01, followed by the Bank encouraging sharing of resources across the bank‘s units,
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especially the employees‘ knowledge and skills, r = -0.181, p<0.05. The Bank adequately
leveraging its resources by accumulating, combining and exploiting the resources had the
third highest correlation with Bank size having r = -0.166, p<0.05. Finally the core
competencies of the bank being understood at strategy formulation stage and then
emphasized when implementing selected strategies was only significantly correlated with
bank size at the 10% level of significance scoring r = -0.128, p<0.1. Generally all the four
items show significant correlation with Bank size and the correlation coefficients are
negative values indicating that the respondents agreed more with the statements as the bank
size increased (large banks were coded 1, through to small banks coded 3).
Table 4.27 (b)

Correlation Coefficients for Core Competencies and Bank size

Variable
Encouraging sharing of resources across the units, especially the employees‘
knowledge and skills
Adequately leveraging of its resources by accumulating, combining and
exploiting the resources
Core competencies understood at strategy formulation and emphasized at
implementing the strategies
Allocating resources towards building new capabilities, which develop into core
competencies
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.5.2.3

Size
-.181**
-.166**
-0.128*
-.214***

Pearson’s Correlation for Components of Core Competencies of the Bank

and the Bank Type
The correlation results in Table 4.27 (c) between components of core competencies of the
bank and the bank type show that the core competencies of the bank being understood at
strategy formulation stage and then emphasized when implementing selected strategies was
the only item that had significant correlation at 10% level of significance. The other three
items did not have significant correlation statistically with bank type. Generally there is no
significant correlation between the components of core competencies in the bank and the
bank type.
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Table 4.27 (c)

Correlation Coefficients for Core Competencies and Bank Type

Variable
Encouraging sharing of resources across the units, especially the employees‘
knowledge and skills
Adequately leveraging of its resources by accumulating, combining and
exploiting the resources
Core competencies understood at strategy formulation and emphasized at
implementing the strategies
Allocating resources towards building new capabilities, which develop into core
competencies
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
4.5.2.4

Type
0.003
0.068
0.134*
0.088

Pearson’s Correlation for components of exploiting and maintaining core

competencies of the Bank and the Respondents’ Age
The correlation outcome in Table 4.27 (d) between exploiting and maintaining core
competencies of the bank and the respondent‘s age reveal that the bank adequately
leveraging its resources by accumulating, combining and exploiting the resources was the
most significantly correlated with the respondent‘s age with r = 0.210, p<0.01, while
allocating resources towards building new capabilities, which develop into core
competencies ranked second, r = 0.183, p<0.05, closely followed by having the core
competencies of the bank understood at strategy formulation stage and then emphasized
when implementing selected strategies, r = 0.166, p<0.05. Finally ranking fourth and at a
significance level of 10%, encouraging the sharing of resources across the bank‘s units,
especially the employees‘ knowledge and skills showed significant correlation, r = 0.148,
p<0.1. Generally there is significant correlation of the dimension exploiting and maintaining
core competencies and the age of the respondents.
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Table 4.27 (d) Correlation Coefficients for Core Competencies and Respondents’ Age
Variable
Age
Encouraging sharing of resources across the units, especially the employees‘
0.148*
knowledge and skills
Adequately leveraging of its resources by accumulating, combining and
.210***
exploiting the resources
Core competencies understood at strategy formulation and emphasized at
.166**
implementing the strategies
Allocating resources towards building new capabilities, which develop into core
.183**
competencies
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
4.5.2.5
Pearson’s Correlation for Components of Core Competencies of the Bank
and the Respondents’ Gender
The correlation results in Table 4.27 (e) between core competencies of the Bank and the
respondent‘s gender show that there is significant correlation with the core competencies of
the bank being understood at strategy formulation stage and then emphasized when
implementing selected strategies being the most correlated to the gender of the respondent
with r = -0.181, p<0.05. Ranking as second most correlated is the Bank adequately
leveraging its resources by accumulating, combining and exploiting the resources with r = 0.152, p<0.05. The other two items have no significant correlation with respondent‘s gender
and the lowest scoring is the Bank encouraging sharing of resources across the bank‘s units
with r = -0.065, p>0.1.
Table 4.27 (e)

Correlation Coefficients for Core Competencies and Respondents’

Gender
Variable
Encouraging sharing of resources across the units, especially the employees‘
knowledge and skills
Adequately leveraging of its resources by accumulating, combining and
exploiting the resources
Core competencies understood at strategy formulation and emphasized at
implementing the strategies
Allocating resources towards building new capabilities, which develop into core
competencies
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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Gender
-0.065
-.152**
-.181**
-0.122

4.5.2.6

Pearson’s Correlation for Components of Core Competencies of the Bank

and the Respondents’ Primary Role in the Bank
As shown in Table 4.27 (f), there is no significant correlation between the components of
core competencies of the Bank and the respondents‘ primary role in the bank. This shows
that the primary role of the manager in the bank has no significant influence on the bank‘s
exploitation and maintenance of its core competencies.
Table 4.27 (f) Correlation Coefficients for Core Competencies and the Respondents’
Primary Role
Variable
Encouraging sharing of resources across the units, especially the employees‘
knowledge and skills
Adequately leveraging of its resources by accumulating, combining and
exploiting the resources
Core competencies understood at strategy formulation and emphasized at
implementing the strategies
Allocating resources towards building new capabilities, which develop into core
competencies
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
4.5.2.7

Role
-0.084
-0.062
-0.063
-0.024

Pearson’s Correlation for Components of Core Competencies of the Bank

and the Respondents’ Academic Qualifications
The correlation outcome in Table 4.27 (g) of the components of core competencies in the
bank and the respondent‘s academic qualifications show that there is significant correlation
with the bank adequately leveraging its resources by accumulating, combining and exploiting
the resources with r = 0.156, p<0.05. All the other three items show no significant correlation
with the respondent‘s academic qualification. Generally it would therefore appear that there
is no significant correlation between the dimension of core competencies and the academic
qualifications of respondents.

166

Table 4.27 (g)

Correlation Coefficients for Core Competencies and Academic

Qualifications
Variable
Encouraging sharing of resources across the units, especially the employees‘
knowledge and skills
Adequately leveraging of its resources by accumulating, combining and
exploiting the resources
Core competencies understood at strategy formulation and emphasized at
implementing the strategies
Allocating resources towards building new capabilities, which develop into
core competencies
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
4.5.2.8

Education
-0.055
.156**
0.107
0.056

Pearson’s Correlation for Components of Core Competencies of the Bank

and the Respondents’ Experience in the Implementation of Strategy
The correlation results shown in Table 4.27 (h) of the components of core competencies of
the Bank and the respondents‘ experience in the implementation of strategy shows that the
Bank allocating resources towards building new capabilities, which develop into core
competencies was the most significantly correlated with r = 0.286, p<0.01. This is followed
by two items with similar correlation coefficient values r = 0.245, p<0.01. One is the Bank
adequately leveraging its resources by accumulating, combining and exploiting the resources
and the other is the core competencies of the bank being understood at strategy formulation
stage and then emphasized when implementing selected strategies. One item, the bank
encouraging sharing of resources across its units, shows no significant correlation with the
respondents‘ experience in implementation of strategy, r = 0.126, p>0.1. Generally the
components of core competencies in the Bank are significantly correlated with the experience
of the top management team in the implementation of strategy.
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Table 4.27 (h)

Correlation Coefficients for Core Competencies and Respondents’

Experience in Strategy Implementation
Experien
ce

Variable
Encouraging sharing of resources across the units, especially the employees‘
knowledge and skills
Adequately leveraging of its resources by accumulating, combining and
exploiting the resources
Core competencies understood at strategy formulation and emphasized at
implementing the strategies
Allocating resources towards building new capabilities, which develop into core
competencies
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.5.3

0.126
.245***
.245***
.286***

Pearson’s Correlation for Core Competencies and Effective Implementation of

Strategy
This section provides the Pearson‘s correlation results of the composite variables, core
competencies and strategy implementation. The correlation coefficients for items with
significant correlation (1% and 5% levels of significance ) are highlighted in bold in Table
4.28.
Pearson‘s correlation results between core competencies and strategy implementation shows
that encouraging sharing of resources across the bank‘s units, especially the employees‘
knowledge and skills, was the most significantly correlated with r = 0.397, p<0.01, followed
by allocating resources towards building new capabilities, which develop into core
competencies, r = 0.328, p<0.01. Third most significantly correlated to strategy
implementation is adequately leveraging the bank‘s resources by accumulating, combining
and exploiting the resources, with r = 0.325, p<0.01, followed by the core competencies of
the bank being understood at strategy formulation stage and then emphasized when
implementing selected strategies, with r = 0.317, p<0.01. All the four items in this core
competencies dimension therefore display significant correlation with the composite
dependent variable of strategy implementation.
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Table 4.28

Correlation coefficients for Core Competencies Components

Correlation between dependent variable and:

r Value

p value

N

CC1

.397***

0.000

162

CC2

.328***

0.000

162

CC4

.325***

0.000

162

CC3

.317***

0.000
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Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and *** respectively
CC1

Encouraging sharing of resources across the units, especially the employees‘
knowledge and skills

CC2

Allocating resources towards building new capabilities, which develop into core
competencies

CC3

Core competencies understood at strategy formulation and emphasized at
implementing the strategies

CC4

Adequately leveraging of its resources by accumulating, combining and exploiting
the resources

A composite variable was constructed using the items that (at the 1% and 5% levels of
significance) had significant correlation with Strategy Implementation as shown in Table
4.28. All the four items are significant and these are: encouraging sharing of resources across
the bank‘s units, allocating resources towards building new capabilities, adequately
leveraging the bank‘s resources by accumulating, combining and exploiting the resources,
and the core competencies of the bank being understood at strategy formulation stage and
then emphasized when implementing selected strategies.
4.5.4

Regression Modelling of the Effect of Core Competencies on Strategy

Implementation
Regression analysis was used to test if core competencies positively influences the effective
implementation of strategy in the banks. This section highlights the results of the regression
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modelling to test the effect of the composite variable, core competencies, on the dependent
composite variable, the effective implementation of strategy in banks. The results are shown
in Table 4.29.
Table 4.29

Effect of Core Competencies on Strategy Implementation

Model Summary
Model
R
1

.433a

ANOVA
Model
Regression
1
Residual
Total

Coefficients
Model

1

(Constant)
Core
Competencies

R Square

Adjusted R Square

.188

.183

Sum of Squares
58.959
254.943
313.902

df
1
161
162

Mean Square
58.959
1.583

Unstandardized
Coefficients
B
Std.
Error
2.934
.516

Standardized t
Coefficients
Beta

.798

.433

.131

Std. Error
Estimate
1.25837

F
37.233

Sig.

of

the

Sig.
.000b

Collinearity
Statistics
Tolerance VIF

5.686 .000
6.102 .000

1.000

1.000

Table 4.29 indicates the results of the regression that the predictor variable, core
competencies, explains 18.8% of the variance (R2 = 0.188).
It was found that F (1,162) = 37.233, p<0.001. This indicates that there was significant linear
relationship between the independent variable, Core Competencies, and the dependent
variable, Strategy Implementation.
The coefficient for Core Competencies (β = 0.798, p<0.001) was significant. The coefficient
(β) is a measure of the increase in the dependent variable, Strategy Implementation, when the
independent variable, Core Competencies, increases by one unit. This shows that an increase
by one unit in Core Competencies led to 0.798 units increase in Strategy Implementation.
Therefore, Core Competencies significantly predicted Strategy Implementation.
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The regression model for the Core Competencies (CC) is as follows:
SI = 2.934 + 0.798 CC
4.5.5

Hypothesis Testing for Core Competencies

The results of the hypothesis testing is presented in this section. The following hypotheses
were tested:
H2o : β = 0 exploiting and maintaining core competencies significantly contributes to the
effective implementation of strategy in the bank
H2a : β ≠ 0 exploiting and maintaining core competencies does not significantly contribute
to the effective implementation of strategy in the bank

From the model summary results in Table 4.29, the regression coefficients were used to test
the hypothesis because of the linearity of the two variables being tested namely Core
Competencies and Strategy Implementation. As shown in Section 4.5.4 above, Core
Competencies significantly predicted Strategy Implementation.
These results support the null hypothesis that exploiting and maintaining core competencies
significantly contributes to the effective implementation of strategy in the commercial banks.
The alternative hypothesis that exploiting and maintaining core competencies does not
significantly contribute to the effective implementation of strategy in the commercial banks
is therefore rejected.
4.6

Developing Human Capital

4.6.1

Descriptive statistics for Human Capital

This section summarizes the descriptive statistics for the variable-developing human capital
in the Bank. Table 4.30 provides the descriptive statistics. The factors are ranked by the
normalized mean in order to control for the outliers, with the higher normalized mean
indicating a higher importance of the factor. Using a 5-point likert scale, six items were
measured with ‗strongly disagree‘ being 1 and ‗strongly agree‘ being 5. On this dimension,
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the bank employing effective training and development programs that contribute positively to
the bank‘s efforts to form core competencies had the highest normalized mean score of 4.14
with standard deviation (±0.978), followed by the leader being involved in the learning
experience (success or failure) scoring the same normalized mean of 4.14 with standard
deviation (±0.914).
The third highest ranked with a normalized mean of 4.09 and standard deviation (±0.955) is
where the bank accumulates, combines and exploits the human capital resources to develop
competitive advantage and create value. Downsizing leading to a reduction in the level of
investment in training and development of human capital was ranked lowest with a
normalized mean score of 2.75 and standard deviation (±1.195). The normalized mean below
3.0 indicates that the respondents tended to disagree with the statement implying that
downsizing would not lead to slowing down on the level of investment in training and
developing human capital as this is possibly the time when the focus on capacity building
would be needed for those who remain as their responsibilities increase to cover for those
who are retrenched. The respondents largely agreed with the statements given the average
normalized mean score of 3.65.
Table 4.30

Descriptive Statistics for Human Capital Variable

Variable
HC2

Std.
N
Mean Deviation
169 4.04
0.978

Skewness
-1.436

Normalized
Mean
4.14

HC5
HC1
HC3
HC4

168
170
169
167

0.914
0.955
1.108
1.073

-1.379
-1.257
-0.668
-0.141

4.14
4.09
3.60
3.19

HC6

168 2.8

1.195

0.109

2.75

Average
Note:
HC1

4.05
3.99
3.53
3.19
3.60

3.65

The Bank leverages human capital resources to develop competitive advantage and

create value
HC2

Employing effective training and development programs to form core competencies
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HC3

The investment in human capital to produce the expanding knowledge necessary for

strategic success
HC4

There is more learning from failure than from success

HC5

The leader is not involved in the learning experience (success or failure).

HC6

Downsizing leads to a reduction in the level of investment in training and

development of human capital.

4.6.2

Associations between Components of Human Capital and Other Parameters

This section provides the Pearson correlation results of the components comprising
developing human capital and the other parameters. The parameters considered are the listed
status on NSE, bank size, bank type, respondent‘s age, primary role, academic qualifications,
and experience in strategy implementation. Tables 4.31(a) to 4.31(h) show the correlation
coefficients for the components within the dimension of developing human capital and the
other parameters indicating where the p-value demonstrates a significant correlation at the
three levels of significance, 1%, 5% and 10%.
4.6.2.1

Pearson’s Correlation for components of Human Capital of the Bank and

the Listing Status at the Nairobi Securities Exchange (NSE)
Pearson correlation outcome in Table 4.31(a) between developing human capital of the bank
and the listing status at the NSE shows significant correlation on only one item. This is on the
bank accumulating, combining and exploiting the human capital resources to develop
competitive advantage and create value with r = 0.212, p<0.01. The other five items did not
have a significant correlation with the listing status at the NSE, with the least significantly
correlated being the leader‘s involvement in the learning experience (success or failure).
Generally there is no significant correlation between the components of developing human
capital in the bank and the listing status at the NSE.
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Table 4.31 (a)

Correlation Coefficients for Human Capital and NSE Listing

Variable
The Bank leverages human capital resources to develop competitive advantage and
create value
Employing effective training and development programs to form core
competencies
The investment in human capital to produce the expanding knowledge necessary
for strategic success
There is more learning from failure than from success
The leader is not involved in the learning experience (success or failure).
Downsizing leads to a reduction in the level of investment in training and
development of human capital.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.6.2.2

NSE
.212**
*
0.088
0.112
-0.053
0.036
-0.045

Pearson’s Correlation for Components of Human Capital of the Bank

and the Bank Size
The correlation results in Table 4.31 (b) between components of developing human capital of
the bank and the bank size shows that accumulating, combining and exploiting the human
capital resources to develop competitive advantage and create value was the most
significantly correlated with r = -0.234, p<0.01, followed by the investment in human capital
being adequate to produce the expanding knowledge necessary for strategic success of the
bank with r = -0.189, p<0.05. Employing effective training and development programs that
contribute positively to the bank‘s efforts had the third highest correlation with Bank size
having r = -0.159, p<0.05. The other three items did not display a significant correlation with
bank size. The correlation coefficients are negative values indicating that the respondents
agreed more with the statements as the bank size increased (large banks were coded 1,
through to small banks coded 3).
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Table 4.31 (b)

Correlation Coefficients for Human Capital and Bank Size

Variable
The Bank leverages human capital resources to develop competitive advantage
and create value
Employing effective training and development programs to form core
competencies
The investment in human capital to produce the expanding knowledge necessary
for strategic success
There is more learning from failure than from success
The leader is not involved in the learning experience (success or failure).
Downsizing leads to a reduction in the level of investment in training and
development of human capital.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.6.2.3

Size
-.234***
-.159**
-.189**
0.014
-0.078
0.055

Pearson’s Correlation for components of Human Capital and the Bank

Type
As seen in Table 4.31 (c), the correlation results between components of human capital of the
bank and the bank type show that there is no significant correlation across all the items and
bank type. This shows that the bank type by ownership has no significant influence on the
bank‘s development of human capital.
Table 4.31 (c)

Correlation Coefficients for Human Capital and the Bank Type

Variable
The Bank leverages human capital resources to develop competitive advantage
and create value
Employing effective training and development programs to form core
competencies
The investment in human capital to produce the expanding knowledge
necessary for strategic success
There is more learning from failure than from success
The leader is not involved in the learning experience (success or failure).
Downsizing leads to a reduction in the level of investment in training and
development of human capital.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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Type
0.038
0.055
0.066
-0.08
0.02
0.024

4.6.2.4

Pearson’s Correlation for Components of Human Capital of the Bank

and the Respondents’ Age
As seen in Table 4.31 (d), the correlation outcome between human capital of the bank and the
respondent‘s age reveal that the leader being involved in the learning experience (success or
failure) was the most significantly correlated with the respondent‘s age with r = 0.235,
p<0.01. This is followed by two items scoring the same correlation coefficient, r = of 0.131,
p<0.1. One is the bank accumulating, combining and exploiting the human capital resources
to develop competitive advantage and create value, and the other is employing effective
training and development programs that contribute positively to the bank‘s efforts to form
core competencies. The other four items have no significant correlation with respondent‘s
age. Generally there is no significant correlation of the dimension developing human capital
and the age of the respondents.

Table 4.31 (d)

Correlation Coefficients for Human Capital and the Respondents’ Age

Variable

Age

The Bank leverages human capital resources to develop competitive advantage
and create value
Employing effective training and development programs to form core
competencies
The investment in human capital to produce the expanding knowledge necessary
for strategic success

0.131*

0.131*

0.114

There is more learning from failure than from success

-0.094

The leader is not involved in the learning experience (success or failure).

.235***

Downsizing leads to a reduction in the level of investment in training and
development of human capital.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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-0.082

4.6.2.5

Pearson’s Correlation for Components of Human Capital of the Bank

and the Respondents’ Gender
The correlation results shown in Table 4.31 (e) between human capital of the Bank and the
respondent‘s gender show that only item shows significant correlation at the 10% level of
significance. This is with the bank employing effective training and development programs
that contribute positively to the bank‘s efforts to form core competencies with r = 0.150,
p<0.1. The other five show no significant correlation with the respondent‘s gender. Generally
it is seen that there is no significant correlation between the dimension of developing human
capital in the bank and the respondents‘ gender.

Table 4.31 (e)

Coefficients for Human Capital and the Respondents’ Gender

Variable
The Bank leverages human capital resources to develop competitive advantage
and create value
Employing effective training and development programs to form core
competencies
The investment in human capital to produce the expanding knowledge
necessary for strategic success
There is more learning from failure than from success
The leader is not involved in the learning experience (success or failure).
Downsizing leads to a reduction in the level of investment in training and
development of human capital.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.6.2.6

Gender
-0.12
-0.150*
-0.017
-0.015
-0.105
0.053

Pearson’s Correlation for Components of Human Capital of the Bank

and the Respondents’ Primary Role in the Bank
As shown in table 4.31 (f), there is no significant correlation between the components of
human capital of the Bank and the respondents‘ primary role in the bank. This shows that the
primary role of the manager in the bank has no significant influence on the development of
the human capital in the bank.
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Table 4.31 (f) Correlation Coefficients for Human Capital and the Respondents’
Primary Role
Variable
Role
The Bank leverages human capital resources to develop competitive advantage and
-0.09
create value
Employing effective training and development programs to form core
-0.04
competencies
The investment in human capital to produce the expanding knowledge necessary
-0.002
for strategic success
There is more learning from failure than from success
-0.003
The leader is not involved in the learning experience (success or failure).
-0.067
Downsizing leads to a reduction in the level of investment in training and
0.112
development of human capital.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
4.6.2.7
Pearson’s Correlation for Components of Human Capital of the Bank
and the Respondents’ Academic Qualifications
As shown in Table 4.31 (g), there is no significant correlation between the components of
human capital of the Bank and the respondents‘ academic qualifications. This shows that the
academic attainment of the managers has no influence on the bank‘s development of the
human capital.
Table 4.31 (g) Correlation Coefficients for Human Capital and Respondents’ Academic
Qualifications
Educatio
n

Variable
The Bank leverages human capital resources to develop competitive advantage
and create value
Employing effective training and development programs to form core
competencies
The investment in human capital to produce the expanding knowledge necessary
for strategic success
There is more learning from failure than from success
The leader is not involved in the learning experience (success or failure).
Downsizing leads to a reduction in the level of investment in training and
development of human capital.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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0.035
-0.054
0.104
-0.05
0.041
0.038

4.6.2.8

Pearson’s Correlation for Components of Human Capital of the Bank

and the Respondents’ Experience in the Implementation of Strategy
The correlation results in Table 4.31 (h) of the components of human capital of the Bank and
the respondents‘ experience in the implementation of strategy shows that the bank employing
effective training and development programs that contribute positively to its efforts to form
core competencies was the most significantly correlated with r = 0.263, p<0.01. This is
followed by accumulating, combining and exploiting the human capital resources to develop
competitive advantage and create value with r = 0.227, p<0.01 and the investment in human
capital adequate to produce the expanding knowledge necessary for strategic success, ranking
third most significantly correlated with r = 0.201,p<0.01.
The leader being involved in the learning experience (success or failure) ranks fourth most
correlated, r = 0.182, p<0.05 and finally at the 10% level of significance is the tendency to
have more learning from failure than from success. One item, downsizing leading to a
reduction in the level of investment in training and development of human capital, shows no
significant correlation with the respondents‘ experience in implementation of strategy, r =
0.105, p>0.1. Generally the components of developing human capital in the Bank are
significantly correlated with the experience of the top management team in the
implementation of strategy.
Table 4.31 (h)

Correlation Coefficients for Human Capital and the Respondents’

Experience in Strategy Implementation
Experien
ce

Variable
The Bank leverages human capital resources to develop competitive advantage
and create value
Employing effective training and development programs to form core
competencies
The investment in human capital to produce the expanding knowledge necessary
for strategic success
There is more learning from failure than from success
The leader is not involved in the learning experience (success or failure).
Downsizing leads to a reduction in the level of investment in training and
development of human capital.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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.227***
.263***
.201***
-0.144*
.182**
-0.105

4.6.3

Pearson’s Correlation for Human Capital and Effective Implementation of

Strategy
This section provides the Pearson‘s correlation results of the composite variables, human
capital and strategy implementation. The correlation coefficients for the items with
significant correlation (at 1% and 5% levels of significance) are highlighted in bold in Table
4.32.
Pearson‘s correlation results between human capital and strategy implementation shows that
accumulating, combining and exploiting the human capital resources to develop competitive
advantage and create value, was the most significantly correlated with r = 0.513, p<0.01,
followed by the leader being involved in the learning experience (success or failure), r =
0.316, p<0.01. The third most significantly correlated to strategy implementation is
employing effective training and development programs that contribute positively to the
bank‘s efforts to form core competencies, with r = 0.315, p<0.01, followed by the investment
in human capital being adequate to produce the expanding knowledge necessary for strategic
success, with r = 0.294, p<0.01. The other two items were not significantly correlated with
strategy implementation, with the least significantly correlated being downsizing leading to a
reduction in the level of investment in training and development of human capital, r = -0.098,
p>0.1.
Table 4.32

Correlation coefficients for Human Capital Components

Correlation between dependent variable and:

r Value

p value

N

HC1

.513***

0.000

163

HC5

.316***

0.000

162

HC2

.315***

0.000

163

HC3

.294***

0.000

163

HC4

-0.124

0.118

161

HC6

-0.098

0.215

162

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and *** respectively
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HC1

The Bank leverages human capital resources to develop competitive advantage and

create value
HC2

Employing effective training and development programs to form core competencies

HC3

The investment in human capital to produce the expanding knowledge necessary for

strategic success
HC4

There is more learning from failure than from success

HC5

The leader is not involved in the learning experience (success or failure).

HC6

Downsizing leads to a reduction in the level of investment in training and

development of human capital.

A composite variable was constructed using the items with significant correlation with
Strategy Implementation (at levels of significance of 1% and 5%) as shown in Table 4.32.
Four items are significant and these are: accumulating, combining and exploiting the human
capital resources to develop competitive advantage and create value, the leader being
involved in the learning experience (success or failure), employing effective training and
development programs that contribute positively to the bank‘s efforts to form core
competencies, and adequate investment in human capital to produce the expanding
knowledge necessary for strategic success.
4.6.4

Regression Modelling of the Effect of Human Capital on Strategy

Implementation
Regression analysis was used to test if human capital positively influences the effective
implementation of strategy in the banks. This section highlights the results of the regression
modelling to test the effect of the composite variable human capital on the dependent
composite variable, the effective implementation of strategy in banks. Table 4.33 shows the
results.

181

Table 4.33

Effect of Human Capital on Strategy Implementation

Model Summary
Model
R
1

.476a

ANOVA
Model
Regression
1
Residual
Total

Adjusted R Square

.227

.222

Sum of Squares
71.165
242.736
313.902

Coefficients
Model

1

R Square

Unstandardized
Coefficients
B
Std.
Error
(Constant)
2.602
.507
Human Capital .882
.128

df
1
161
162

Std. Error of the
Estimate
1.22788

Mean Square
71.165
1.508

Standardized t
Coefficients
Beta

.476

F
47.202

Sig.

5.130 .000
6.870 .000

Sig.
.000b

Collinearity
Statistics
Tolerance VIF

1.000

1.000

Table 4.33 indicates the results of the regression that the predictor variable, human capital,
explains 22.7% of the variance (R2 = 0.227).
It was found that F (1,162) = 47.202, p<0.001. This indicates that there was significant linear
relationship between the independent variable, Human Capital, and the dependent variable,
Strategy Implementation.
The coefficient for Human Capital (β = 0.882, p<0.001) was significant. The coefficient (β)
is a measure of the increase in the dependent variable, Strategy Implementation, when the
independent variable, Human Capital, increases by one unit. This shows that an increase by
one unit in Human Capital led to 0.882 units increase in Strategy Implementation. Therefore,
Human Capital significantly predicted Strategy Implementation.
Human Capital (HC) has the following regression model:
SI = 2.602 + 0.882 HC
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4.6.5

Hypothesis Testing for Human Capital

The results for the hypothesis testing are provided in this section and tests the following
hypotheses:
H3o :

β = 0 developing human capital significantly contributes to the effective

implementation of strategy in the bank
H3a : β ≠ 0 developing human capital does not significantly contribute to the effective
implementation of strategy in the bank.
From the model summary results in Table 4.33, the regression coefficients were used to test
the hypothesis because of the linearity of the two variables being tested namely Human
Capital and Strategy Implementation. As shown in Section 4.6.4 above, Human Capital
significantly predicted Strategy Implementation.
These results support the null hypothesis that developing human capital significantly
contributes to the effective implementation of strategy in commercial banks. The alternative
hypothesis that developing human capital does not significantly contribute to the effective
implementation of strategy in commercial banks is therefore rejected.
4.7

Developing Social Capital

4.7.1

Descriptive Statistics for Social Capital

This section summarizes the descriptive statistics for the variable-developing social capital in
the bank. These descriptive statistics are reported in Table 4.34. The factors are ranked by the
normalized mean in order to control for the outliers, with the higher normalized mean
indicating a higher importance of the factor. Using the 5-point likert scale, four items were
measured with ‘strongly disagree’ being 1 ‗strongly agree’ being 5. On this dimension,
banks with strong social capital and going regional having a higher performance had the
highest normalized mean score of 4.04 with standard deviation (±0.860), followed by
managerial ties (inter-personal connections) inducing motivation which induces innovation
leading to competitive advantage and superior performance scoring the normalized mean of
3.97 with standard deviation (±0.985).
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The third highest ranked with a normalized mean of 3.68 and standard deviation (±1.129) is
having strong social capital to enable pursuit of new opportunities, and response to threats.
Relational capital being useful in the banks‘ regionalization of services was ranked lowest
with a normalized mean score of 3.63 and standard deviation (±0.953). The average
normalized mean score for the dimension of developing social capital is 3.83 implying that
overall, the respondents were in agreement with the statements in this dimension.
Table 4.34

Descriptive Statistics for Social Capital Variable
Std.
Mean Deviation

Skewness

Normalized
Mean

0.860

-0.881

4.04

167 3.87

0.985

-1.186

3.97

SC2

167 3.62

1.129

-0.727

3.68

SC3
Average
Note:

167 3.58
3.76

0.953

-0.806

3.63
3.83

Variable

N

SC4

166 3.98

SC1

SC1

Managerial ties motivates innovation leading to competitive advantage and superior

performance
SC2

Strong social capital enables pursuit of new opportunities while reinforcing existing

advantages.
SC3

Relational capital useful in the regionalization of services (branches in Kenya and/or

subsidiary in EAC
SC4

Strong social capital and going regional leads to higher performance.

4.7.2

Associations between Components of Social Capital and Other Parameters

This section provides the Pearson correlation results of the components comprising
developing social capital and the other parameters. The parameters considered are the listed
status on NSE, bank size, bank type, respondents‘ age, respondents‘ primary role, academic
qualifications, and experience in strategy implementation. Tables 4.35(a) to 4.35(h) show the
correlation coefficients for the components within the dimension of developing social capital
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and the other parameters indicating where the p-value demonstrates a significant correlation
at the three levels of significance, 1%, 5% and 10%.
4.7.2.1

Pearson’s Correlation for Components of Social Capital of the Bank and

the Listing Status at the Nairobi Securities Exchange (NSE)
Table 4.35 (a) with Pearson correlation outcome between developing social capital of the
bank and the listing status at the NSE shows that having strong social capital to enable
pursuit of new opportunities and response to threats is the most significantly correlated with
listing status on the exchange with r = 0.297, p<0.01, followed by the relational capital being
useful in the bank‘s regionalization of services with r = 0.191, p<0.05. The other two items
did not have a significant correlation with the listing status at the NSE, with the least
significantly correlated being the banks with strong social capital and going regional
achieving higher performance, r = 0.067, p>0.1.
Table 4.35(a)

Correlation Coefficients for Social Capital and NSE Listing

Variable

NSE

Managerial ties motivates innovation leading to competitive advantage and
superior performance
Strong social capital enables pursuit of new opportunities while reinforcing
existing advantages.
Relational capital useful in the regionalization of services (branches in Kenya
and/or subsidiary in EAC
Strong social capital and going regional leads to higher performance.

0.075

.297***

.191**
0.067

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.7.2.2

Pearson’s Correlation for Components of Social Capital of the Bank and

the Bank Size
The correlation results in Table 4.35 (b) between components of developing social capital of
the bank and the bank size shows that the Bank having strong social capital to enable pursuit

185

of new opportunities and response to threats was the most significantly correlated with r = 0.322, p<0.01. Relational capital being useful in regionalization of services is only
significantly correlated with bank size at the 10% level of significance with r = -0.134, p<0.1.
The other two items did not display a significant correlation with bank size. The correlation
coefficients are negative values indicating that the respondents agreed more with the
statements as the bank size increased (large banks were coded 1, through to small banks
coded 3).
Table 4.35 (b)

Correlation Coefficients for Social Capital and Bank Size

Variable

Size

Managerial ties motivates innovation leading to competitive advantage and
superior performance
Strong social capital enables pursuit of new opportunities while reinforcing
existing advantages.
Relational capital useful in the regionalization of services (branches in Kenya
and/or subsidiary in EAC
Strong social capital and going regional leads to higher performance.

-0.026

-.322***

-0.134*
-0.051

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.7.2.3

Pearson’s Correlation for components of Social Capital and the Bank

Type
The correlation results in Table 4.35 (c) between components of developing human capital of
the bank and the bank type show that there is only item with a significant correlation with
bank type, and even then at the 10% level of significance. This is managerial ties (interpersonal connections) inducing motivation to innovate leading to competitive advantage and
superior performance, with r = 0.146, p<0.1.
Generally there is no significant correlation between the components of developing social
capital and the bank type.
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Table 4.35 (c)

Correlation Coefficients for Social Capital and Bank Type

Variable
Managerial ties motivates innovation leading to competitive advantage and
superior performance
Strong social capital enables pursuit of new opportunities while reinforcing
existing advantages.
Relational capital useful in the regionalization of services (branches in Kenya
and/or subsidiary in EAC
Strong social capital and going regional leads to higher performance.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.7.2.4

Type
0.146*
0.1
-0.01
-0.02

Pearson’s Correlation for Components of Social Capital of the Bank and

the Respondents’ Age
The correlation outcome in Table 4.35 (d) between developing human capital of the bank and
the respondents‘ age reveal that there is significant correlation on two items and only at the
10% level of significance. The most significant correlated item is when banks with strong
social capital and going regional have a higher performance, with r = 0.145, p<0.1. The next
most significant correlation is the bank having strong social capital to enable it pursuit of
new opportunities and response to threats, with r = 0.144, p<0.1. The other two items have no
significant correlation with respondents‘ age. Generally there is no significant correlation of
the dimension developing social capital and the age of the respondents.
Table 4.35 (d)

Correlation Coefficients for Social Capital and the Respondents’ Age

Variable
Managerial ties motivates innovation leading to competitive advantage and
superior performance
Strong social capital enables pursuit of new opportunities while reinforcing
existing advantages.
Relational capital useful in the regionalization of services (branches in Kenya
and/or subsidiary in EAC
Strong social capital and going regional leads to higher performance.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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Age
0.033
0.144*
0.087
0.145*

4.7.2.5

Pearson’s Correlation for Components of Social Capital of the Bank and

the Respondents’ Gender
The correlation results in Table 4.35 (e) between developing social capital of the Bank and
the respondents‘ gender show that managerial ties (inter-personal connections) inducing
motivation to innovate leading to competitive advantage and superior performance is most
significantly correlated with respondents‘ gender with r = -0.228, p<0.01. This is followed by
having strong social capital to enable pursuit of new opportunities and response to threats
with r = -0.201, p<0.01. The other two items show no significant correlation with the
respondent‘s gender. Generally it is seen that there is significant correlation between the
dimension of developing social capital in the bank and the respondents‘ gender and the fact
that the correlation coefficients have negative values implies that there was stronger
agreement with the statements for the female respondents than for the male (coding for male
= 1 and female = 2).
Table 4.35 (e) Correlation Coefficients for Social Capital and the Respondents’ Gender
Variable
Managerial ties motivates innovation leading to competitive advantage and
superior performance
Strong social capital enables pursuit of new opportunities while reinforcing
existing advantages.
Relational capital useful in the regionalization of services (branches in Kenya
and/or subsidiary in EAC
Strong social capital and going regional leads to higher performance.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.7.2.6

Gender
.228***
.201***
-0.072
-0.096

Pearson’s Correlation for Components of Social Capital of the Bank and

the Respondents’ Primary Role in the Bank
The correlation results in Table 4.35 (f) of the components of developing social capital of the
bank and the primary role of the respondent show there is no significant correlation. This
shows that the primary role of the manager in the bank has no significant influence on the
development of social capital in the bank.

188

Table 4.35 (f)

Correlation Coefficients for Social Capital and the Respondents’

Primary Role in the Bank
Variable

Role

Managerial ties motivates innovation leading to competitive advantage and superior
performance

-0.09

Strong social capital enables pursuit of new opportunities while reinforcing existing advantages.

0.057

Relational capital useful in the regionalization of services (branches in Kenya and/or
subsidiary in EAC
Strong social capital and going regional leads to higher performance.

0.044
0.1

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.7.2.7

Pearson’s Correlation for Components of Social Capital of the Bank and

the Respondents’ Academic Qualifications
The correlation analysis in Table 4.35 (g) of the components of developing social capital of
the bank and the respondents‘ academic qualifications show there is significant correlation in
the bank having strong social capital to enable pursuit of new opportunities and response to
threats, r = 0.144, p<0.1. Generally we observe that there is no significant correlation
between the components of the dimension of developing social capital in the bank and the
respondents‘ academic qualifications.
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Table 4.35 (g)

Correlation Coefficients for Social Capital and Respondents’

Academic Qualifications
Educatio
n

Variable
Managerial ties motivates innovation leading to competitive advantage and
superior performance
Strong social capital enables pursuit of new opportunities while reinforcing
existing advantages.
Relational capital useful in the regionalization of services (branches in Kenya
and/or subsidiary in EAC
Strong social capital and going regional leads to higher performance.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
4.7.2.8

0.046
0.144*
0.078
0.039

Pearson’s Correlation for Components of Social Capital of the Bank and

the Respondents’ Experience in the Implementation of Strategy
The correlation results in Table 4.35 (h) of the components of developing social capital of the
Bank and the respondents‘ experience in the implementation of strategy shows that having
strong social capital to enable it pursuit of new opportunities and response to threats, was the
most significantly correlated with r = 0.293, p<0.01. This is followed by managerial ties
(inter-personal connections) inducing motivation which induces innovation leading to
competitive advantage and superior performance, with r = 0.138, p<0.1. The other two items
did not display significant correlation with the respondents‘ experience in implementation of
strategy.
Table 4.35 (h)

Correlation Coefficients for Social Capital and Experience in

Strategy Implementation
Experien
ce

Variable
Managerial ties motivates innovation leading to competitive advantage and
superior performance
Strong social capital enables pursuit of new opportunities while reinforcing
existing advantages.
Relational capital useful in the regionalization of services (branches in Kenya
and/or subsidiary in EAC
Strong social capital and going regional leads to higher performance.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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0.138*
.293***
0.056
0.124

4.7.3

Pearson’s Correlation for Social Capital and Effective Implementation of

Strategy
This section provides the Pearson‘s correlation results of the composite variables, social
capital and strategy implementation. Items with significant correlation at 1% and 5% levels
of significance are highlighted in bold in Table 4.36. Pearson‘s correlation results between
social capital and strategy implementation shows that having strong social capital that would
enable the bank pursue new opportunities while reinforcing existing advantages, was the
most significantly correlated with r = 0.468, p<0.01, followed by relational capital being
useful in the bank‘s regionalization of services, with r = 0.309, p<0.01. The third most
significantly correlated to strategy implementation is

managerial ties (inter-personal

connections) inducing motivation which induces innovation leading to competitive advantage
and superior performance, with r = 0.218, p<0.01. One item, banks with strong social
capital and going regional having a higher performance, is not significantly correlated and
also is the least significantly correlated with strategy implementation, with r = 0.085, p>0.1.
Table 4.36

Correlation coefficients for Social Capital Components

Correlation between dependent variable and:

r Value

p value

N

SC2

.468***

0.000

162

SC3

.309***

0.000

162

SC1
SC4

.218***
0.085

0.005
0.283

162
161

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and *** respectively
SC1

Managerial ties motivates innovation leading to competitive advantage and superior

performance
SC2

Strong social capital enables pursuit of new opportunities while reinforcing existing

advantages.
SC3

Relational capital useful in the regionalization of services (branches in Kenya and/or

subsidiary in EAC
SC4

Strong social capital and going regional leads to higher performance.
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A composite variable was constructed using the items with significant correlation with
Strategy Implementation (at the 1% and 5% levels of significance) as shown in Table 4.36.
Three items are significant and these are: having strong social capital to enable pursuit of
new opportunities while reinforcing existing advantages, relational capital being useful in
regionalization of services, and managerial ties (inter-personal connections) inducing
motivation which induces innovation leading to competitive advantage and superior
performance.
4.7.4

Regression Modelling of the Effect of Social Capital on Strategy Implementation

Regression analysis was used to test if social capital positively influences the effective
implementation of strategy in the banks. This section highlights the results of the regression
modelling to test the effect of the composite variable social capital on the dependent
composite variable, the effective implementation of strategy in banks. The results are shown
in Table 4.37.
Table 4.37

Effect of Social Capital on Strategy Implementation

Model Summary
Model
R
1

.455a

ANOVA
Model
Regression
1
Residual
Total

Coefficients
Model

1

R Square

Adjusted R Square

.207

.202

Sum of Squares
64.220
245.557
309.778

df
1
160
161

Unstandardized
Coefficients
B
Std. Error
(Constant)
2.948
.487
Social Capital .839
.130

Mean Square
64.220
1.535

Standardized t
Coefficients
Beta
6.048
.455
6.469
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Std. Error
Estimate
1.23884

F
41.845

Sig.

.000
.000

of

the

Sig.
.000b

Collinearity
Statistics
Tolerance VIF
1.000

1.000

Table 4.37 indicates the results of the regression that the predictor variable, Social Capital,
explains 20.7% of the variance (R2 = 0.207).
It was found that F (1,161) = 41.845, p<0.001. This indicates that there was significant linear
relationship between the independent variable, Social Capital, and the dependent variable,
Strategy Implementation.
The coefficient for Social Capital (β = 0.839, p<0.001) was significant. The coefficient (β) is
a measure of the increase in the dependent variable, Strategy Implementation, when the
independent variable, Social Capital, increases by one unit. This shows that an increase by
one unit in Social Capital led to 0.839 units increase in Strategy Implementation. Therefore,
Social Capital significantly predicted Strategy Implementation.
Social Capital (SC) has the following regression model:
SI = 2.948 + 0.839 SC
4.7.5

Hypothesis Testing for Social Capital

This section provides the results for the hypothesis testing. The following hypotheses were
tested:
H4o : β = 0 developing social capital significantly contributes to the effective implementation
of strategy in the bank
H4a : β ≠ 0 developing social capital does not significantly contribute to the effective
implementation of strategy in the bank.
From the model summary results in Table 4.37, the regression coefficients were used to test
the hypothesis because of the linearity of the two variables being tested namely Social
Capital and Strategy Implementation. As shown in Section 4.7.4 above, Social Capital
significantly predicted Strategy Implementation.
These results support the null hypothesis that developing social capital significantly
contributes to the effective implementation of strategy in commercial banks. The alternative
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hypothesis that developing social capital does not significantly contribute to the effective
implementation of strategy in commercial banks is therefore rejected.
4.8

Sustaining an Effective Organizational Culture

4.8.1

Descriptive Statistics for an Effective Organizational Culture

This section summarizes the descriptive statistics for the variable-sustaining n effective
organization culture in the bank. Table 4.38 summarizes these descriptive statistics. The
factors are ranked by the normalized mean in order to control for the outliers, with the higher
normalized mean indicating a higher importance of the factor. Using the 5-point likert scale,
five items were measured with ‗strongly disagree’ being 1 ‗strongly agree’ being 5. On this
dimension, the culture in the Bank being sensitive to ethical considerations had the highest
normalized mean score of 4.33 with standard deviation (±0.772), followed by practices that
are tailored into culture that complements the bank‘s chosen strategy with a normalized mean
of 3.86 with standard deviation (±0.878). The third highest ranked with a normalized mean of
3.76 and standard deviation (±1.036) is having managers coordinate innovative work of
others, energizing the culture and fostering alignments with the vision and mission of the
Bank.
This is followed by having a culture that encourages pursuit of entrepreneurial opportunities,
a vital source of growth and innovation with a normalized mean score of 3.68 and a standard
deviation of (±1.101). Having a unique culture that is difficult to imitate and that encourages
strategic thinking was ranked lowest with a normalized mean score of 3.45 and standard
deviation (±1.143). The average normalized mean score for the dimension of sustaining an
effective organization culture is 3.82 implying that overall, the respondents were in
agreement with the statements in this dimension.
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Table 4.38

Descriptive Statistics for Organizational Culture Variable
Std.
Mean Deviation

Skewness

Normalized
Mean

0.772
0.878

-1.405
-0.838

4.33
3.86

167 3.71

1.036

-0.945

3.76

OCu2

167 3.62

1.101

-0.604

3.68

OCu1
Average
Note:

167 3.43
3.76

1.143

-0.318

3.45
3.82

Variable

N

OCu3
OCu5

166 4.24
165 3.82

OCu4

OCu1 The culture is unique, difficult to imitate and encourages strategic thinking
OCu2 The culture encourages pursuit of entrepreneurial opportunities, a vital source of
growth and innovation
OCu3 The culture in the Bank is sensitive to ethical considerations.
OCu4 Managers coordinate innovative work of others, energize the culture and foster
alignments with vision.
OCu5 Practices are tailored into culture that complements the bank‘s chosen strategy

4.8.2

Associations between components of an Effective Organization Culture and

Other Parameters
This section provides the Pearson correlation results of the components comprising an
effective organization culture and the other parameters. The parameters considered are the
listed status on NSE, bank size, bank type, respondents‘ age, primary role, academic
qualifications, and experience in strategy implementation. Tables 4.39 (a) to 4.39 (h) show
the correlation coefficients for the components within the dimension of sustaining an
effective organization culture and the listed parameters indicating where the p-value
demonstrates a significant correlation at the three levels of significance, 1%, 5% and 10%.
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4.8.2.1

Pearson’s Correlation for Components of an Effective Organization

Culture and the Listing Status at the Nairobi Securities Exchange (NSE)
Pearson correlation outcome in Table 4.39 (a) between organization culture of the bank and
the listing status at the NSE shows that having a unique culture that is difficult to imitate and
that encourages strategic thinking is the most significantly correlated with listing status on
the Exchange with r = 0.205, p<0.01, followed by the culture being sensitive to ethical
considerations with r = 0.133, p<0.1. The other three items did not have a significant
correlation with the listing status at the NSE, with the least significantly correlated being the
culture that encourages pursuit of entrepreneurial opportunities, vital for growth and
innovation, with no correlation shown, r = 0.000, p>0.1.
Table 4.39 (a)

Correlation Coefficients for Organizational Culture and NSE

Listing
Variable

NSE

The culture is unique, difficult to imitate and encourages strategic thinking
The culture encourages pursuit of entrepreneurial opportunities, a vital source of
growth and innovation
The culture in the Bank is sensitive to ethical considerations.
Managers coordinate innovative work of others, energize the culture and foster
alignments with vision.
Practices are tailored into culture that complements the bank‘s chosen strategy

.205***
0.000
0.133*
-0.026
0.064

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.8.2.2

Pearson’s Correlation for Components of an Effective Organization

Culture of the Bank and the Bank Size
The correlation results in Table 4.39 (b) between components of sustaining effective
organization culture and the Bank size show that the bank having a unique culture that is
difficult to imitate and that encourages strategic thinking was the most significantly
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correlated with r = -0.208, p<0.01. This is followed by a culture that is sensitive to ethical
considerations with r = -0.186, p<0.05. The other three items did not display a significant
correlation with bank size. The least significantly correlated was managers coordinating
innovative work of others, energizing the culture and fostering alignments with the vision
and mission of the Bank, with r = -0.053, p>0.1. The correlation coefficients are negative
values indicating that the respondents agreed more with the statements as the bank size
increased (large banks were coded 1, through to small banks coded 3).
Table 4.39 (b)

Correlation Coefficients for Organizational Culture and Bank Size

Variable

Size

The culture is unique, difficult to imitate and encourages strategic thinking
The culture encourages pursuit of entrepreneurial opportunities, a vital source of
growth and innovation
The culture in the Bank is sensitive to ethical considerations.
Managers coordinate innovative work of others, energize the culture and foster
alignments with vision.
Practices are tailored into culture that complements the bank‘s chosen strategy

.208***
-0.065
-.186**
-0.053
-0.083

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.8.2.3

Pearson’s Correlation for Components of an Effective Organization

Culture of the Bank and the Bank Type
The correlation results in Table 4.39 (c) between components of developing human capital of
the bank and the bank type show that a culture that is sensitive to ethical considerations is the
most significantly correlated with bank type, r = 0.224, p<0.01. This is followed by practices
that are tailored into culture that complements the bank‘s chosen strategy, r = 0.0194, p<0.05,
then managers coordinating innovative work of others, energizing the culture and fostering
alignments with the vision and mission of the Bank, significant at 10% level with r = 0.144,
p<0.1. The other two items are not significantly correlated to bank type.
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Table 4.39 (c)

Correlation Coefficients for Organizational Culture and Bank Type

Variable
The culture is unique, difficult to imitate and encourages strategic thinking
The culture encourages pursuit of entrepreneurial opportunities, a vital source
of growth and innovation
The culture in the Bank is sensitive to ethical considerations.
Managers coordinate innovative work of others, energize the culture and foster
alignments with vision.
Practices are tailored into culture that complements the bank‘s chosen strategy
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
4.8.2.4

Type
0.103
0.02
.224***
0.144*
.194**

Pearson’s Correlation for Components of an Effective Organization

Culture of the Bank and the Respondents’ Age
The correlation outcome in Table 4.39 (d) between an effective organization culture of the
bank and the respondents‘ age reveal that a culture that encourages pursuit of entrepreneurial
opportunities, vital for growth and innovation, is the only item significantly correlated with
the age of the respondent, r= 0.186, p<0.05. The other four items have no significant
correlation with respondents‘ age, with having a unique culture that is difficult to imitate and
that encourages strategic thinking being the least significant correlated, r = 0.028, p>0.1.
Generally there is no significant correlation of the dimension sustaining an effective
organization culture and the age of the respondents.
Table 4.39 (d)

Correlation

Coefficients

for

Organizational

Culture

and

the

Respondents’ Age
Variable
The culture is unique, difficult to imitate and encourages strategic thinking
The culture encourages pursuit of entrepreneurial opportunities, a vital source of
growth and innovation
The culture in the Bank is sensitive to ethical considerations.
Managers coordinate innovative work of others, energize the culture and foster
alignments with vision.
Practices are tailored into culture that complements the bank‘s chosen strategy
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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Age
0.028
.186**
0.029
0.041
0.054

4.8.2.5

Pearson’s Correlation for Components of an Effective Organization

Culture of the Bank and the Respondents’ Gender
As shown in Table 4.39 (e), the correlation results between components of an effective
organization culture of the Bank and the respondents‘ gender show that there is no significant
correlation. This shows that the gender of the manager has no significant influence on the
bank‘s sustenance of an effective organization culture.
Table 4.39 (e)

Correlation

Coefficients

for

Organizational

Culture

and

the

Respondents’ Gender
Variable

Gender

The culture is unique, difficult to imitate and encourages strategic thinking
The culture encourages pursuit of entrepreneurial opportunities, a vital source of
growth and innovation
The culture in the Bank is sensitive to ethical considerations.
Managers coordinate innovative work of others, energize the culture and foster
alignments with vision.
Practices are tailored into culture that complements the bank‘s chosen strategy

0.018
-0.097
0.052
-0.115
-0.089

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.8.2.6

Pearson’s Correlation for Components of an Effective Organization

Culture and the Respondents’ Primary Role in the Bank
The correlation results in Table 4.39 (f) of the components of an effective organization
culture of the bank and the primary role of the respondent show there is no significant
correlation. This shows that the primary role of the manager in the bank has no significant
influence on the bank‘s sustenance of an effective organization culture.
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Table 4.39 (f) Correlation Coefficients for Organizational Culture and the
Respondents’ Role in the Bank
Variable
The culture is unique, difficult to imitate and encourages strategic thinking
The culture encourages pursuit of entrepreneurial opportunities, a vital source of
growth and innovation
The culture in the Bank is sensitive to ethical considerations.
Managers coordinate innovative work of others, energize the culture and foster
alignments with vision.
Practices are tailored into culture that complements the bank‘s chosen strategy
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
4.8.2.7

Role
0.01
-0.035
-0.078
-0.07
-0.114

Pearson’s Correlation for Components of an Effective Organization

Culture and the Respondents’ Academic Qualifications
The correlation analysis in Table 4.39 (g) of the components of sustaining an effective
organization culture and the respondents‘ academic qualifications show there is significant
correlation with having a unique culture that is difficult to imitate and that encourages
strategic thinking, r = 0.131, p<0.1. The other four items show no significant correlation with
the respondents‘ academic qualifications. Generally we observe that there is no significant
correlation between the components of the dimension of sustaining an effective organization
culture in the bank and the respondents‘ academic qualifications.
Table 4.39 (f) Correlation

Coefficients

for

Organizational

Culture

and

the

Respondents’ Academic Qualifications
Variable
The culture is unique, difficult to imitate and encourages strategic thinking
The culture encourages pursuit of entrepreneurial opportunities, a vital source
of growth and innovation
The culture in the Bank is sensitive to ethical considerations.
Managers coordinate innovative work of others, energize the culture and
foster alignments with vision.
Practices are tailored into culture that complements the bank‘s chosen strategy
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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Education
0.131*
0.097
-0.073
0.053
0.069

Pearson’s Correlation for Components of an Effective Organization

4.8.2.8

Culture and the Respondents’ Experience in the Implementation of Strategy
As shown in Table 4.39 (h), the correlation results of the components of an effective
organization culture of the Bank and the respondents‘ experience in the implementation of
strategy shows that a culture that encourages the pursuit of entrepreneurial opportunities,
which is a vital source of growth and innovation, was the most significantly correlated with r
= 0.201, p<0.01. This is followed by practices that are tailored into a culture that
complements the bank‘s chosen strategy, r = 0.192, p<0.05, which is closely followed by
managers coordinating innovative work of others, energizing the culture and fostering
alignments with the vision and mission of the Bank, r = 0.152, p<0.05. The other two items
did not display significant correlation with the respondents‘ experience in implementation of
strategy.
Table 4.39 (h)

Correlation Coefficients for Organizational Culture and the

Respondents’ Experience in Strategy Implementation
Variable
The culture is unique, difficult to imitate and encourages strategic thinking
The culture encourages pursuit of entrepreneurial opportunities, a vital source of
growth and innovation
The culture in the Bank is sensitive to ethical considerations.
Managers coordinate innovative work of others, energize the culture and foster
alignments with vision.
Practices are tailored into culture that complements the bank‘s chosen strategy
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.8.3

Experien
ce
0.096
.201***
0.109
.152**
.192**

Pearson’s Correlation for Organization Culture and Effective Implementation of

Strategy
This section provides the Pearson‘s correlation results of the composite variables,
organization culture and strategy implementation. Items with significant correlation at 1%
and 5% levels of significance are highlighted in bold in Table 4.40.
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Pearson‘s correlation results between organization culture and strategy implementation
shows that having a unique culture that is difficult to imitate and that encourages strategic
thinking, was the most significantly correlated with r = 0.398, p<0.01, followed by a culture
that encourages pursuit of entrepreneurial opportunities, with r = 0.370, p<0.01. The third
most significantly correlated to strategy implementation is the culture being sensitive to
ethical considerations, with r = 0.246, p<0.01, followed by practices being tailored into
culture that complements the bank‘s chosen strategy, with r = 0.223, p<0.01. Finally,
managers coordinating innovative work of others, energizing the culture and fostering
alignments with the vision and mission of the bank, is also significantly correlated to strategy
implementation, with r = 0.221, p<0.01. Therefore, all the five items are significantly
correlated with strategy implementation, at the 1% level of significance.
Table 4.40

Correlation coefficients for Organizational Culture Components

Correlation between dependent variable and:

r Value

p value

N

OCu1
OCu2

.398***
.370***

0.000
0.000

162
162

OCu3

.246***

0.002

161

OCu5

.223***

0.005

160

OCu4

.221***

0.005

162

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and *** respectively
OCu1 The culture is unique, difficult to imitate and encourages strategic thinking
OCu2 The culture encourages pursuit of entrepreneurial opportunities, a vital source of
growth and innovation
OCu3 The culture in the Bank is sensitive to ethical considerations.
OCu4 Managers coordinate innovative work of others, energize the culture and foster
alignments with vision.
OCu5 Practices are tailored into culture that complements the bank‘s chosen strategy
A composite variable using items with significant correlation with the Strategy
Implementation (at the 1% and 5% levels of significance) was constructed as shown in Table
4.40. Five items are significant and these are: having a unique culture that is difficult to
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imitate and that encourages strategic thinking, a culture that encourages pursuit of
entrepreneurial opportunities, the culture being sensitive to ethical considerations, practices
that are tailored into culture that complements the bank‘s chosen strategy, and managers
coordinating innovative work of others, energizing the culture and fostering alignments with
the vision and mission of the bank. All the five items constitute the composite variable,
Organization Culture.
4.8.4

Regression Modelling of the Effect of Organizational Culture on Strategy

Implementation
Regression analysis was used to test if organizational culture positively influences the
effective implementation of strategy in the banks. This section highlights the results of the
regression modelling to test the effect of the composite variable organizational culture on the
dependent composite variable, the effective implementation of strategy in banks as shown in
Table 4.41.
Table 4.41

Effect of Organizational Culture on Strategy Implementation

Model Summary
Model
R
1

.422a

ANOVA
Model
Regression
1
Residual
Total

Coefficients
Model

1

(Constant)
Organizational
Culture

R Square

Adjusted R Square

.178

.173

Sum of Squares
55.097
254.681
309.778

df
1
160
161

Mean Square
55.097
1.592

Unstandardized
Coefficients
B
Std.
Error
2.932
.537

Standardized t
Coefficients
Beta

.828

.422

.141

Std. Error
Estimate
1.26165

F
34.614

Sig.

of

the

Sig.
.000b

Collinearity
Statistics
Tolerance VIF

5.460 .000
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5.883 .000 1.000

1.000

Table 4.41 indicates the results of the regression that the predictor variable, Organizational
Culture, explains 17.8% of the variance (R2 = 0.178).
It was found that F (1,161) = 34.614, p<0.001. This indicates that there was significant linear
relationship between the independent variable, Organizational Culture, and the dependent
variable, Strategy Implementation.
The coefficient for Organizational Culture (β = 0.828, p<0.001) was significant. The
coefficient (β) is a measure of the increase in the dependent variable, Strategy
Implementation, when the independent variable, Organizational Culture, increases by one
unit. This shows that an increase by one unit in Organizational Culture led to 0.828 units
increase in Strategy Implementation. Therefore, Organizational Culture significantly
predicted Strategy Implementation.
Organizational Culture (OCu) has the following regression model:
SI = 2.932 + 0.828 OCu
4.8.5

Hypothesis Testing for Organization Culture

The results for the hypothesis testing are provided in this section and tests the following
hypotheses:
H5o : β = 0 sustaining an effective organization culture significantly contributes to the
effective implementation of strategy in the bank
H5a : β ≠ 0 sustaining an effective organization culture does not significantly contribute to
the effective implementation of strategy in the bank.
From the model summary results in Table 4.41, the regression coefficients were used to test
the hypothesis because of the linearity of the two variables being tested namely Organization
Culture and Strategy Implementation. As shown in Section 4.8.4 above, Organization Culture
significantly predicted Strategy Implementation.
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These results support the null hypothesis that sustaining an effective organization culture
significantly contributes to the effective implementation of strategy in commercial banks.
The alternative hypothesis that sustaining an effective organization culture does not
significantly contribute to the effective implementation of strategy in commercial banks is
therefore rejected.
4.9

Emphasizing Ethical Practices

4.9.1

Descriptive Statistics for Ethical Practices

This section summarizes the descriptive statistics for the variable- ethical practices in the
bank. These descriptive statistics are reported in Table 4.42. The factors are ranked by the
normalized mean in order to control for the outliers, with the higher normalized mean
indicating a higher importance of the factor. Using a 5-point likert scale, ten items were
measured with ‗strongly disagree‘ being 1 and ‗strongly agree’ being 5. On this dimension,
having a code of ethics that is enforced had the highest normalized mean score of 4.54 with
standard deviation (±0.981), followed by embracing stakeholders‘ ethical concerns in the
strategic decision making process scoring a normalized mean of 4.44 with standard deviation
(±0.915). The third highest ranked with a normalized mean of 4.36 and standard deviation
(±0.786) is positive moral leadership encouraging ethical practices that shape the Bank‘s
decision making process and integrate into the bank‘s culture.
Having methods and procedures to recognize acts of courage to report wrongdoing comes in
fourth with a normalized mean score of 4.30 and standard deviation (±0.893), followed by
work-unit members exhibiting collective moral emotions and acting collectively ethical with
a normalized mean score of 4.20 and a standard deviation of (±0.691). In sixth place is
unethical practices evolving to become acceptable and individuals then engage in unethical
practices to meet their goals when current efforts are insufficient, with a normalized mean
score of 4.18 and a standard deviation of (±1.142), followed by putting in place mechanisms
to check acts of corruption by individuals or groups or the whole Bank, at a normalized mean
score of 4.03 and standard deviation of (±1.349). In position eight is the existence of
temptations to act unethically for the personal short term benefits to the detriment of long
term benefits of stakeholders, with a normalized mean score of 3.97 and standard deviation
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(±1.158), followed by managers being vigilant when people fall short of targets as goalsetting motivates unethical behavior when people fall just short of goal, with a normalized
mean score of 3.35 and standard deviation of (±1.124).
Ranking lowest with a normalized mean score of 2.87 and standard deviation (±1.444) and
the only statement that scores a normalized mean below 3.00 hence in the disagree territory,
is lax expectations on ethical behavior encouraging leaders to act opportunistically and make
decisions, not in the bank‘s best interests but their own. Of the ten statements, this is the
statement which the respondents did not overall agree with. The average normalized mean
score for the dimension of developing social capital is 4.02 implying that overall, the
respondents were in agreement with the statements in this dimension.
Table 4.42

Descriptive Statistics for Ethical Practices Variable
Std.

Variable

N

Skewness

Mean

EP8

165 4.41

0.981

-2.082

4.54

EP6

166 4.32

0.915

-1.88

4.44

EP4

165 4.25

0.786

-1.323

4.36

EP9

167 4.22

0.893

-1.519

4.30

EP1

164 4.14

0.691

-0.983

4.20

EP2

166 4.07

1.142

-1.132

4.18

EP10

166 3.93

1.349

-1.153

4.03

EP7

166 3.87

1.158

-0.829

3.97

EP3

167 3.35

1.124

-0.59

3.35

EP5

167 2.84

1.444

0.106

2.87

Average

Mean Deviation

Normalized

3.94

4.02

Note:
EP1

Unit members exhibit collective moral emotions and group enabled to act collectively

ethical.
EP2

Unethical practices evolve to become acceptable and individuals then engage in

unethical practices
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EP3

Managers vigilant when staff fall short of targets; goal-setting leads to unethical

behavior when just short
EP4

Positive moral leadership encourages ethics shaping decision making process and

integrate into culture.
EP5

Lax expectations on ethical behavior encourages opportunistic actions and decisions

for personal gain
EP6
EP7

Embracing stakeholders‘ ethical concerns in the strategic decision making process.
Temptations to act unethically for personal benefits to the detriment of long term

benefits of stakeholders.
EP8

The Bank has a code of ethics that is enforced

EP9

Methods and procedures in place including reward systems to recognize reporting of

wrongdoing.
EP10

Mechanisms in place to check acts of corruption by individuals or groups or the

whole Bank.

4.9.2

Associations between Components of Ethical Practices and Other Parameters

This section provides the Pearson correlation results of the components comprising ethical
practices and the other parameters. The parameters considered are the listed status on NSE,
bank size, bank type, respondents‘ age, primary role, academic qualifications, and experience
in strategy implementation. Table 4.43(a) to Table 4.43(h) show the correlation coefficients
for the components within the dimension of ethical practices and the listed parameters
indicating where the p-value demonstrates a significant correlation at the three levels of
significance, 1%, 5% and 10%.
4.9.2.1

Pearson’s Correlation for Components of Ethical Practices and the

Listing Status at the Nairobi Securities Exchange (NSE)
Pearson correlation outcome in Table 4.43 (a) between ethical practices in the bank and the
listing status at the NSE shows that unethical practices evolving to become acceptable and
individuals then engaging in unethical practices to meet their goals when current efforts are
insufficient is the most significantly correlated with listing status on the Exchange with r =
0.183, p<0.05, followed by the existence of temptations to act unethically for the personal
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short term benefits to the detriment of long term benefits of stakeholders with r = 0.182,
p<0.05. The third most significantly correlated item was having methods and procedures in
place including reward systems to recognize acts of courage to report wrongdoing, r = 0.152,
p<0.05, followed by the bank‘s work-unit members exhibiting collective moral emotions and
acting collectively ethical, r = 0.152, p<0.1. Finally, lax expectations on ethical behavior
encouraging leaders to act opportunistically and make decisions in their best interests, not the
bank‘s, was significantly correlated with the listing status on NSE with r = -0.137, p<0.1.
The other five items did not have a significant correlation with the listing status at the NSE,
with the least significantly correlated being mechanisms put in place to check acts of
corruption by individuals or groups or the whole bank, r = 0.050, p>0.1.
Table 4.43 (a)

Correlation Coefficients for Ethical Practices and NSE Listing

Variable
Unit members exhibit collective moral emotions and group enabled to act
collectively ethical.
Unethical practices evolve to become acceptable and individuals then engage in
unethical practices
Managers vigilant when staff fall short of targets; goal-setting leads to unethical
behavior when just short
Positive moral leadership encourages ethics shaping decision making process and
integrate into culture.
Lax expectations on ethical behavior encourages opportunistic actions and
decisions for personal gain
Embracing stakeholders‘ ethical concerns in the strategic decision making process.
Temptations to act unethically for personal benefits to the detriment of long term
benefits of stakeholders.
The Bank has a code of ethics that is enforced
Methods and procedures in place including reward systems to recognize reporting
of wrongdoing.
Mechanisms in place to check acts of corruption by individuals or groups or the
whole Bank.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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NSE
0.152*
.183**
-0.108
0.105
0.137*
0.084
.182**
0.063
.152**
0.05

4.9.2.2

Pearson’s Correlation for Components of Ethical Practices and the Bank

Size
The correlation results in Table 4.43 (b) between components of emphasizing ethical
practices in the bank and Bank size show that the bank having methods and procedures in
place including reward systems to recognize acts of courage to report wrongdoing, was the
most significantly correlated with r = -0.306, p<0.01. This is followed by unethical practices
evolving to become acceptable and individuals then engaging in unethical practices to meet
their goals when current efforts are insufficient with r = -0.219, p<0.01. The third most
significantly correlated with bank size is lax expectations on ethical behavior encouraging
leaders to act opportunistically and make decisions in their best interests, not the bank‘s, r = 0.204, p<0.01, followed by having a code of ethics that is enforced, r = -0.200, p<0.05,
followed by temptations to act unethically for the personal short term benefits to the
detriment of long term benefits of stakeholders, r = -0.193, p<0.05.
The sixth most significantly correlated item with bank size is the bank‘s work-unit members
exhibiting collective moral emotions and acting collectively ethical, r = -0.151, p<0.1,
followed by positive moral leadership encouraging ethical practices that shape decision
making and integrating into the Bank‘s culture, r = -0.149, p<0.1. The other three items did
not display a significant correlation with bank size. The least significantly correlated was
managers being vigilant when people fall short of targets as goal-setting motivates unethical
behavior when people fall just short of goal, with r = 0.040, p>0.1. The correlation
coefficients are negative values indicating that the respondents agreed more with the
statements as the bank size increased (large banks were coded 1, through to small banks
coded 3).
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Table 4.43 (b)

Correlation Coefficients for Ethical Practices and Bank Size

Variable
Unit members exhibit collective moral emotions and group enabled to act
collectively ethical.
Unethical practices evolve to become acceptable and individuals then engage in
unethical practices
Managers vigilant when staff fall short of targets; goal-setting leads to unethical
behavior when just short
Positive moral leadership encourages ethics shaping decision making process
and integrate into culture.
Lax expectations on ethical behavior encourages opportunistic actions and
decisions for personal gain
Embracing stakeholders‘ ethical concerns in the strategic decision making
process.
Temptations to act unethically for personal benefits to the detriment of long
term benefits of stakeholders.
The Bank has a code of ethics that is enforced
Methods and procedures in place including reward systems to recognize
reporting of wrongdoing.
Mechanisms in place to check acts of corruption by individuals or groups or the
whole Bank.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.9.2.3

Size
-0.151*
-.219***
0.04
-0.149*
.204***
-0.122
-.193**
-.200**
-.306***
-0.104

Pearson’s Correlation for Components of Ethical Practices in the Bank

and the Bank Type
The correlation results in Table 4.43 (c) between components of emphasizing ethical
practices in the bank and the bank type show that the bank having methods and procedures in
place including reward systems to recognize acts of courage to report wrongdoing, is the
most significantly correlated with bank type, r = 0.286, p<0.01. This is followed by having a
code of ethics that is enforced, r = 0.214, p<0.01, then embracing stakeholders‘ ethical
concerns in the strategic decision making process, r = 0.206, p<0.01. At a significance level
of 5%, comes in mechanisms in place to check acts of corruption by individuals or groups or
the whole Bank, r = 0.177, p<0.05 and finally the bank‘s work-unit members exhibiting
collective moral emotions (e.g. empathy) and acting collectively ethical, r = 0.146, p<0.1.
The other five items are not significantly correlated to bank type.
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Table 4.43 (c)

Correlation Coefficients for Ethical Practices and Bank Type

Variable
Unit members exhibit collective moral emotions and group enabled to act
collectively ethical.
Unethical practices evolve to become acceptable and individuals then engage in
unethical practices
Managers vigilant when staff fall short of targets; goal-setting leads to unethical
behavior when just short
Positive moral leadership encourages ethics shaping decision making process and
integrate into culture.
Lax expectations on ethical behavior encourages opportunistic actions and
decisions for personal gain

Type

Embracing stakeholders‘ ethical concerns in the strategic decision making process.

.206**
*

0.146*
-0.03
0.119
0.128
0.027

Temptations to act unethically for personal benefits to the detriment of long term
0.076
benefits of stakeholders.
.214**
The Bank has a code of ethics that is enforced
*
Methods and procedures in place including reward systems to recognize reporting .286**
of wrongdoing.
*
Mechanisms in place to check acts of corruption by individuals or groups or the
.177**
whole Bank.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.9.2.4

Pearson’s Correlation for Components of Ethical Practices in the Bank

and the Respondents’ Age
The correlation outcome in Table 4.43 (d) between components of ethical practices in the
bank and the respondents‘ age reveal that temptations to act unethically for the personal short
term benefits to the detriment of long term benefits of stakeholders, is the most significantly
correlated with respondents‘ age, r = 0.169, p<0.05. This is followed by unethical practices
evolving to become acceptable and individuals then engaging in unethical practices to meet
their goals when current efforts are insufficient, with r = 0.153, p<0.05. All the other eight
items have no significant correlation with respondents‘ age, with the least correlated being
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positive moral leadership encouraging ethical practices that shape decision making and
culture, r=0.003, p>0.1. Generally, there is no significant correlation between the
components of ethical practices in the banks and the respondents‘ age.
Table 4.43 (d)

Correlation Coefficients for Ethical Practices and Respondents’ Age

Variable

Age

Unit members exhibit collective moral emotions and group enabled to act
collectively ethical.
Unethical practices evolve to become acceptable and individuals then engage in
unethical practices
Managers vigilant when staff fall short of targets; goal-setting leads to unethical
behavior when just short
Positive moral leadership encourages ethics shaping decision making process and
integrate into culture.
Lax expectations on ethical behavior encourages opportunistic actions and
decisions for personal gain
Embracing stakeholders‘ ethical concerns in the strategic decision making
process.
Temptations to act unethically for personal benefits to the detriment of long term
benefits of stakeholders.
The Bank has a code of ethics that is enforced
Methods and procedures in place including reward systems to recognize reporting
of wrongdoing.
Mechanisms in place to check acts of corruption by individuals or groups or the
whole Bank.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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0.057

.153**

-0.064

0.003

0.037

0.106

.169**
0.042
0.072

0.056

4.9.2.5

Pearson’s Correlation for Components of Ethical Practices in the Bank

and the Respondents’ Gender
The correlation analysis in Table 4.43 (e) of the components of ethical practices in the bank
and the respondents‘ gender shows that only one item - mechanisms having been put in place
to check acts of corruption by individuals or groups or the whole bank, is significantly
correlated with respondents‘ gender, r = -0.165, p<0.05. All the other nine items have no
significant correlation with respondents‘ gender, with the least correlated being temptations
to act unethically for the personal short term benefits to the detriment of long term benefits of
stakeholders, with r = 0.008, p>0.1.
Table 4.43 (e) Correlation Coefficients for Ethical Practices and the Respondents’
Gender
Variable
Unit members exhibit collective moral emotions and group enabled to act
collectively ethical.
Unethical practices evolve to become acceptable and individuals then engage in
unethical practices
Managers vigilant when staff fall short of targets; goal-setting leads to unethical
behavior when just short
Positive moral leadership encourages ethics shaping decision making process
and integrate into culture.
Lax expectations on ethical behavior encourages opportunistic actions and
decisions for personal gain
Embracing stakeholders‘ ethical concerns in the strategic decision making
process.
Temptations to act unethically for personal benefits to the detriment of long term
benefits of stakeholders.
The Bank has a code of ethics that is enforced
Methods and procedures in place including reward systems to recognize
reporting of wrongdoing.
Mechanisms in place to check acts of corruption by individuals or groups or the
whole Bank.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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Gender
-0.059
-0.11
-0.097
-0.03
-0.079
-0.021
0.008
-0.099
-0.05
-.165**

4.9.2.6

Pearson’s Correlation for Components of Ethical Practices and the

Respondents’ Primary Role in the Bank
As shown in Table 4.43 (f), the correlation results of the components of ethical practices in
the bank and the primary role of the respondent show that there is no significant correlation.
This shows that the primary role of the manager in the bank has no significant influence on
the bank‘s emphasis on ethical practices.
Table 4.43 (f)
Correlation Coefficients for Ethical Practices and the
Respondents’ Primary Role
Variable
Unit members exhibit collective moral emotions and group enabled to act
collectively ethical.
Unethical practices evolve to become acceptable and individuals then engage in
unethical practices
Managers vigilant when staff fall short of targets; goal-setting leads to unethical
behavior when just short
Positive moral leadership encourages ethics shaping decision making process and
integrate into culture.
Lax expectations on ethical behavior encourages opportunistic actions and
decisions for personal gain
Embracing stakeholders‘ ethical concerns in the strategic decision making
process.
Temptations to act unethically for personal benefits to the detriment of long term
benefits of stakeholders.
The Bank has a code of ethics that is enforced

Role
-0.085
0.058
-0.064
0.035
0.017
-0.02
0.032
-0.077

Methods and procedures in place including reward systems to recognize reporting
-0.024
of wrongdoing.
Mechanisms in place to check acts of corruption by individuals or groups or the
0.061
whole Bank.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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4.9.2.7

Pearson’s Correlation for Components of Ethical Practices and the

Respondents’ Academic Qualifications
The correlation analysis in Table 4.43 (g) of the components of ethical practices in the bank
and the respondents‘ academic qualifications shows that only one item - embracing
stakeholders‘ ethical concerns in the strategic decision making process, is significantly
correlated with the respondents‘ academic qualifications, r = -0.131, p<0.10. All the other
nine items have no significant correlation with the respondents‘ academic qualifications.
Generally, there is no significant correlation between the components of ethical practices in
the banks and the academic qualifications of the respondents.
Table 4.43 (g)

Correlation Coefficients for Ethical Practices and the Respondents’

Academic Qualifications
Educatio
n

Variable
Unit members exhibit collective moral emotions and group enabled to act
collectively ethical.
Unethical practices evolve to become acceptable and individuals then engage in
unethical practices
Managers vigilant when staff fall short of targets; goal-setting leads to unethical
behavior when just short
Positive moral leadership encourages ethics shaping decision making process
and integrate into culture.
Lax expectations on ethical behavior encourages opportunistic actions and
decisions for personal gain
Embracing stakeholders‘ ethical concerns in the strategic decision making
process.
Temptations to act unethically for personal benefits to the detriment of long term
benefits of stakeholders.
The Bank has a code of ethics that is enforced
Methods and procedures in place including reward systems to recognize
reporting of wrongdoing.
Mechanisms in place to check acts of corruption by individuals or groups or the
whole Bank.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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-0.01
0.056
-0.054
-0.065
0.102
-0.131*
0.109
-0.028
-0.017
0.097

4.9.2.8

Pearson’s Correlation for Components of Ethical Practices and the

Respondents’ Experience in the Implementation of Strategy
The correlation analysis in Table 4.43 (h) of the components of ethical practices in the bank
and the respondents‘ experience in the implementation of strategy reveals that the bank‘s
work-unit members exhibiting collective moral emotions and being enabled to act
collectively ethical, is the most significantly correlated with the respondents‘ experience, r =
0.197, p<0.05, followed by positive moral leadership encouraging ethical practices that shape
decision making and culture, with r = 0.134. p<0.1. All the other eight items show no
significant correlation with the respondents‘ academic qualifications. Generally, there is no
significant correlation between the components of ethical practices in the banks and the
experience in implementation of strategy of the respondents.
Table 4.43 (h)

Correlation

Coefficients

for

Ethical

Practices

and

the

Respondents’ Experience in Strategy Implementation
Experien
ce

Variable
Unit members exhibit collective moral emotions and group enabled to act
collectively ethical.
Unethical practices evolve to become acceptable and individuals then engage in
unethical practices
Managers vigilant when staff fall short of targets; goal-setting leads to unethical
behavior when just short
Positive moral leadership encourages ethics shaping decision making process
and integrate into culture.
Lax expectations on ethical behavior encourages opportunistic actions and
decisions for personal gain
Embracing stakeholders‘ ethical concerns in the strategic decision making
process.
Temptations to act unethically for personal benefits to the detriment of long
term benefits of stakeholders.
The Bank has a code of ethics that is enforced
Methods and procedures in place including reward systems to recognize
reporting of wrongdoing.
Mechanisms in place to check acts of corruption by individuals or groups or the
whole Bank.
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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.197**
0.032
0.03
0.134*
0.04
0.066
0.1
0.119
0.105
0.087

4.9.3

Pearson’s Correlation for Ethical Practices and Effective Implementation of

Strategy
This section provides the Pearson‘s correlation results of the composite variables, ethical
practices and strategy implementation. Items with significant correlation (at 1% and 5%
levels of significance) are highlighted in bold in Table 4.44.
Pearson‘s correlation results between ethical practices and strategy implementation shows
that having methods and procedures in place including reward systems to recognize acts of
courage to report wrongdoing, was the most significantly correlated with r = 0.441, p<0.01,
followed by having a code of ethics that is enforced, with r = 0.335, p<0.01. The third most
significantly correlated to strategy implementation is the bank‘s work-unit members
exhibiting collective moral emotions (e.g. empathy) and group enabled to act collectively
ethical, with r = 0.319, p<0.01, followed by unethical practices evolving to become
acceptable and individuals then engaging in unethical practices to meet their goals when
current efforts are insufficient, with r = 0.317, p<0.01. Ranking fifth as most significantly
correlated is positive moral leadership that encourages ethical practices shaping the decision
making process and integrating into the culture, with r = 0.252, p<0.01, followed by there
being temptations to act unethically for the personal short term benefits to the detriment of
long term benefits of stakeholders, r = 0.238, p<0.01. In seventh place, is mechanisms having
been put in place to check acts of corruption by individuals or groups or the whole bank, with
r = 0.210, p<0.01. Finally, at 5% level of significance, is embracing stakeholders‘ ethical
concerns in the strategic decision making process, with r = 0.201, p<0.05. Two items are not
significantly correlated to strategy implementation, with the least significantly correlated
being managers being vigilant when people fall short of targets as goal-setting motivates
unethical behavior when people fall just short of goal, r = -0.042, p>0.1.
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Table 4.44

Correlation coefficients for Ethical Practices Components

Correlation between dependent variable and:

r Value

p value

N

EP9

.441***

0.000

162

EP8

.335***

0.000

160

EP1

.319***

0.000

159

EP2

.317***

0.000

161

EP4

.252***

0.001

160

EP7

.238***

0.002

161

EP10

.210***

0.008

161

EP6

.201**

0.011

161

EP5

-0.132*

0.095

162

EP3

-0.042

0.598

162

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and *** respectively
EP1

Unit members exhibit collective moral emotions and group enabled to act collectively

ethical.
EP2

Unethical practices evolve to become acceptable and individuals then engage in

unethical practices
EP3

Managers vigilant when staff fall short of targets; goal-setting leads to unethical

behavior when just short
EP4

Positive moral leadership encourages ethics shaping decision making process and

integrate into culture.
EP5

Lax expectations on ethical behavior encourages opportunistic actions and decisions

for personal gain
EP6
EP7

Embracing stakeholders‘ ethical concerns in the strategic decision making process.
Temptations to act unethically for personal benefits to the detriment of long term

benefits of stakeholders.
EP8

The Bank has a code of ethics that is enforced

EP9

Methods and procedures in place including reward systems to recognize reporting of

wrongdoing.
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EP10

Mechanisms in place to check acts of corruption by individuals or groups or the

whole Bank.
A composite variable from items with significant correlation with Strategy Implementation
(at the 1% and 5% levels of significance) was constructed as shown in Table 4.44. Eight
items are significant and these are: having methods and procedures to recognize acts of
courage to report wrongdoing, having a code of ethics that is enforced, work-unit members
exhibiting collective moral emotions acting collectively ethical, and unethical practices
evolving to become acceptable and individuals then engaging in unethical practices to meet
their goals. In addition, positive moral leadership encouraging ethical practices that shape
decision making process and culture, temptations to act unethically for the personal short
term benefits, mechanisms in place to check corruption, and embracing stakeholders‘ ethical
concerns in the strategic decision making process. All the eight items constitute the
composite variable, Ethical Practices.
4.9.4

Regression Modelling of the Effect of Ethical Practices on Strategy

Implementation
Regression analysis was used to test if ethical practices positively influences the effective
implementation of strategy in the banks. This section highlights the results of the regression
modelling to test the effect of the composite variable ethical practices on the dependent
composite variable, the effective implementation of strategy in banks. The results are shown
in Table 4.45.
Table 4.45

Effect of Ethical Practices on Strategy Implementation

Model Summary
Model
R
1

.478a

ANOVA
Model
Regression
1
Residual
Total

R Square

Adjusted R Square

.229

.224

Sum of Squares
70.811
238.967
309.778

df
1
160
161
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Mean Square
70.811
1.494

Std. Error
Estimate
1.22211

F
47.412

of

Sig.
.000b

the

Coefficients
Model

1

Unstandardized
Coefficients
B
Std.
Error
(Constant)
1.369
.685
Ethical Practices 1.126
.164

Standardized t
Coefficients
Beta

.478

Sig.

1.999 .047
6.886 .000

Collinearity
Statistics
Tolerance VIF

1.000

1.000

Table 4.45 indicates the results of the regression that the predictor variable, Ethical Practices,
explains 22.9% of the variance (R2 = 0.229).
It was found that F (1,161) = 47.412, p<0.001. This shows a significant linear relationship
between Ethical Practices and Strategy Implementation.
The coefficient for Ethical Practices (β = 1.126, p<0.001) was significant. The coefficient (β)
is a measure of the increase in the dependent variable, Strategy Implementation, when the
independent variable, Ethical Practices, increases by one unit. This shows that an increase by
one unit in Ethical Practices led to 1.126 units increase in Strategy Implementation.
Therefore, Ethical Practices significantly predicted Strategy Implementation.
Ethical Practices (EP) has the following regression model:
SI = 1.369 + 1.126 EP

4.9.5

Hypothesis Testing for Ethical Practices

The results for the hypothesis testing are given in this section and tests the following
hypotheses:
H6o :

β = 0 emphasizing ethical practices significantly contributes to the effective

implementation of strategy in the bank
H6a : β ≠ 0 emphasizing ethical practices does not significantly contribute to the effective
implementation of strategy in the bank.
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From the model summary results in Table 4.45, the regression coefficients were used to test
the hypothesis because of the linearity of the two variables being tested namely Ethical
Practices and Strategy Implementation. As shown in Section 4.9.4 above, Ethical Practices
significantly predicted Strategy Implementation.
These results support the null hypothesis that emphasizing ethical practices significantly
contributes to the effective implementation of strategy in commercial banks. The alternative
hypothesis that emphasizing ethical practices does not significantly contribute to the effective
implementation of strategy in commercial banks is therefore rejected.
4.10

Establishing Balance in Organizational Controls

4.10.1 Descriptive Statistics for Organization controls
This section summarizes the descriptive statistics for the variable-balance in organization
controls. These descriptive statistics are reported in Table 4.46. The factors are ranked by the
normalized mean in order to control for the outliers, with the higher normalized mean
indicating a higher importance of the factor. Using the 5-point likert scale, four items were
measured with ‗strongly disagree’ being 1 and ‗strongly agree’ being 5. On this dimension,
using a strategic tool (e.g. Balance Scorecard) to achieve a balance between strategic controls
and financial controls had the highest normalized mean score of 4.42 with standard deviation
(±0.911), followed by incorporating sustainability issues in its strategy by creating a balance
between economic, social and environmental dimensions scoring a normalized mean of 4.04
with standard deviation (±0.894). The third highest ranked with a normalized mean of 3.75
and standard deviation (±0.941) is creating a balance between strategic control and autonomy
for the regional offices (branches located away from headquarters for local branches and
subsidiaries for regional offices within the EAC).
Strategic controls (which focus on drivers of future performance) are emphasized as
compared to financial controls (which provide feedback about outcomes of past actions)
ranked lowest with a normalized mean score of 2.72 and standard deviation (±1.132). With
the normalized mean of less than 3.00 means that the respondents generally disagreed with
this statement and therefore agreed to the converse which is that financial controls are
emphasized as compared to strategic controls. The average normalized mean score for the
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dimension of developing social capital is 3.73 implying that overall, the respondents were in
agreement with the statements in this dimension.
Table 4.46

Descriptive Statistics for Organizational Controls Variable
Std.
Mean Deviation

Skewness

Normalized
Mean

0.911

-1.706

4.42

165 3.98

0.894

-1.158

4.04

OCo3

165 3.72

0.941

-0.793

3.75

OCo2

166 2.72

1.132

0.157

2.72

Variable

N

OCo1

166 4.3

OCo4

Average

3.68

3.73

Note:
OCo1 The Bank uses a strategic tool to achieve balance between strategic controls and
financial controls
OCo2 Financial controls are emphasized as compared to strategic controls
OCo3 Balance between strategic control and autonomy for regional offices (Kenya branches
and EAC offices)
OCo4

Incorporating sustainability issues in strategy to create balance between the three

dimensions
4.10.2 Associations between Components of Organizational Controls and Other
Parameters
This section provides the Pearson correlation results of the components comprising balance
in organization controls and the other parameters. The parameters considered are the listed
status on NSE, bank size, bank type, respondents‘ age, primary role, academic qualifications,
and experience in strategy implementation. Table 4.47 (a) to Table 4.47 (h) show the
correlation coefficients for the components within the dimension of ethical practices and the
listed parameters indicating where the p-value demonstrates a significant correlation at the
three levels of significance, 1%, 5% and 10%.
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4.10.2.1

Pearson’s Correlation for Components of Organizational Controls and

the Listing Status at the Nairobi Securities Exchange (NSE)
Pearson correlation outcome in Table 4.47 (a) between organization controls in the bank and
the listing status at the NSE shows that incorporating sustainability issues in the bank‘s
strategy by creating a balance between economic, social and environmental dimensions is the
most significantly correlated with listing status on the Exchange with r = 0.266, p<0.01,
followed by creating a balance between strategic control and autonomy for the regional
offices (branches located away from headquarters for local branches and subsidiaries for
regional offices within the EAC) with r = 0.252, p<0.01. The other two items did not have a
significant correlation with the listing status at the NSE, with the least significantly correlated
being using a strategic tool (e.g. Balance Scorecard) to achieve a balance between strategic
controls and financial controls in the bank, r = -0.037, p>0.1.
Table 4.47 (a)

Correlation Coefficients for Organizational Controls and NSE Listing

Variable
The Bank uses a strategic tool to achieve balance between strategic controls and
financial controls
Financial controls are emphasized as compared to strategic controls
Balance between strategic control and autonomy for regional offices (Kenya
branches and EAC offices)
Incorporating sustainability issues in strategy to create balance between the three
dimensions
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.10.2.2

NSE
-0.037
0.077
.252**
*
.266**
*

Pearson’s Correlation for Components of Organizational Controls and

the Bank Size
Pearson correlation analysis in Table 4.47 (b) on the organization controls in the bank and the
bank size shows that incorporating sustainability issues in the bank‘s strategy by creating a
balance between economic, social and environmental dimensions is the most significantly
correlated with bank size, r = -0.345, p<0.01, followed by creating a balance between
strategic control and autonomy for the regional offices, r = -0.221, p<0.01. The other two
items did not have a significant correlation with the bank size, with the least significantly
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correlated being emphasizing financial controls over strategic controls, r = -0.064, p>0.1.
The correlation coefficients are negative values indicating that the respondents agreed more
with the statements as the bank size increased (large banks coded 1, through to small banks
coded 3).
Table 4.47 (b)

Correlation Coefficients for Organizational Controls and Bank size

Variable
The Bank uses a strategic tool to achieve balance between strategic controls
and financial controls
Financial controls are emphasized as compared to strategic controls
Balance between strategic control and autonomy for regional offices (Kenya
branches and EAC offices)
Incorporating sustainability issues in strategy to create balance between the
three dimensions
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.10.2.3

Size
-0.125
-0.064
-.221***
-.345***

Pearson’s Correlation for Components of Organizational Controls and

the Bank Type
The correlation analysis in Table 4.47 (c) on the organization controls in the bank and the
bank type shows that incorporating sustainability issues in the bank‘s strategy by creating a
balance between economic, social and environmental dimensions is the most significantly
correlated with bank type, r = 0.184, p<0.05, followed by using a strategic tool (e.g. Balance
Scorecard) to achieve a balance between strategic controls and financial controls in the bank,
r = 0.156, p<0.05. The other two items did not have a significant correlation with the bank
size, with the least significantly correlated being creating a balance between strategic control
and autonomy for the regional offices, r = -0.010, p>0.1.
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Table 4.47 (c)

Correlation Coefficients for Organizational Controls and Bank Type

Variable
The Bank uses a strategic tool to achieve balance between strategic controls and
financial controls
Financial controls are emphasized as compared to strategic controls
Balance between strategic control and autonomy for regional offices (Kenya
branches and EAC offices)
Incorporating sustainability issues in strategy to create balance between the three
dimensions
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.10.2.4

Type
.156*
*
0.038
-0.01
.184*
*

Pearson’s Correlation for Components of Organizational Controls and

the Respondents’ Age
Pearson‘s correlation outcome in Table 4.47 (d) on the organization controls in the bank and
the respondents‘ age reveals that incorporating sustainability issues in its strategy by creating
a balance between economic, social and environmental dimensions is the only item that is
significantly correlated with the respondents‘ age, with r = 0.154, p<0.05. The other three
items are not significantly correlated with the respondents‘ age.
Table 4.47 (d) Correlation Coefficients for Organizational Controls and Respondents’
Age
Variable
The Bank uses a strategic tool to achieve balance between strategic controls and
financial controls
Financial controls are emphasized as compared to strategic controls
Balance between strategic control and autonomy for regional offices (Kenya
branches and EAC offices)
Incorporating sustainability issues in strategy to create balance between the three
dimensions
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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Age
0.079
0.088
0.106
.154*
*

4.10.2.5

Pearson’s Correlation for Components of Organizational Controls and

the Respondents’ Gender
The correlation analysis in Table 4.47 (e) on the organization controls in the bank and the
respondents‘ gender shows that using a strategic tool (e.g. Balance Scorecard) to achieve a
balance between strategic controls and financial controls in the bank is the most significantly
correlated with the respondents‘ gender, r = -0.193, p<0.05, followed at the 10% significance
level by incorporating sustainability issues in the bank‘s strategy by creating a balance
between economic, social and environmental dimensions, with r = -0.129, p<0.1. The other
two items did not have a significant correlation with the respondents‘ gender, with the least
significantly correlated being emphasizing strategic controls as compared to financial
controls, r = -0.066, p>0.1.
Table 4.47 (e)

Correlation

Coefficients

for

Organizational

Controls

and

Respondents’ Gender
Gende
r
The Bank uses a strategic tool to achieve balance between strategic controls and financial controls
.193**
Financial controls are emphasized as compared to strategic controls
-0.066
Balance between strategic control and autonomy for regional offices (Kenya
-0.128
branches and EAC offices)
Incorporating sustainability issues in strategy to create balance between the three dimensions
0.129*
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
Variable

4.10.2.6

Pearson’s Correlation for Components of Organizational Controls and

the Respondents’ Primary Role in the Bank
Pearson‘s correlation outcome in Table 4.47 (f) on the organizational controls in the bank
and the respondents‘ primary role in the bank reveals that creating a balance between
strategic control and autonomy for the regional offices is the only item that is significantly
correlated with the respondents‘ primary role in the bank, with r = -0.161, p<0.05. The other
three items are not significantly correlated with the respondents‘ primary role.
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Table 4.47 (f)

Correlation Coefficients for Organizational Controls and the

Respondents’ Primary Role
Variable
The Bank uses a strategic tool to achieve balance between strategic controls and
financial controls
Financial controls are emphasized as compared to strategic controls
Balance between strategic control and autonomy for regional offices (Kenya
branches and EAC offices)
Incorporating sustainability issues in strategy to create balance between the three
dimensions
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.10.2.7

Role
-0.033
0.068
.161**
-0.079

Pearson’s Correlation for Components of Organizational Controls and

the Respondents’ Academic Qualifications
As shown in Table 4.47 (g), the correlation results of the components of balance in
organizational controls in the bank and the academic qualifications of the respondent show
that there is no significant correlation. This shows that the academic attainment of the
managers has no significant influence on the bank‘s establishment of balance in the
organizational controls.
Table 4.47 (g) Correlation Coefficients for Education and Organizational Controls
Educatio
n

Variable
The Bank uses a strategic tool to achieve balance between strategic controls and
financial controls
Financial controls are emphasized as compared to strategic controls
Balance between strategic control and autonomy for regional offices (Kenya
branches and EAC offices)
Incorporating sustainability issues in strategy to create balance between the three
dimensions
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively
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0.014
0.058
-0.116
0.091

4.10.2.8

Pearson’s Correlation for the Components of Organizational Controls

and the Respondents’ Experience in the Implementation of Strategy
The correlation results in Table 4.47 (h) on the organizational controls in the bank and the
respondents‘ experience in the implementation of strategy shows that using a strategic tool
(e.g. Balance Scorecard) to achieve a balance between strategic controls and financial
controls in the bank is the most significantly correlated with the respondents‘ gender, r =
0.173, p<0.05, followed by incorporating sustainability issues in the bank‘s strategy by
creating a balance between economic, social and environmental dimensions, with r = 0.160,
p<0.05. The other two items did not have a significant correlation with the respondents‘
experience, with the least significantly correlated being emphasizing strategic controls as
compared to financial controls, r = 0.091, p>0.1.
Table 4.47 (h)

Correlation Coefficients for Organizational Controls and the

Respondent’s Experience in Strategy Implementation
Experien
ce

Variable
The Bank uses a strategic tool to achieve balance between strategic controls and
financial controls
Financial controls are emphasized as compared to strategic controls
Balance between strategic control and autonomy for regional offices (Kenya
branches and EAC offices)
Incorporating sustainability issues in strategy to create balance between the
three dimensions
Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and ***
respectively

4.10.3 Pearson’s

Correlation

for

Organizational

Controls

and

.173**
0.091
0.12
.160**

Effective

Implementation of Strategy
This section provides the Pearson‘s correlation results of the composite variables,
organizational controls and strategy implementation. Items with significant correlation at 1%
and 5% levels of significance are highlighted in bold in Table 4.48.
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Pearson‘s correlation results between organization controls and strategy implementation
shows that incorporating sustainability issues in the bank‘s strategy by creating a balance
between economic, social and environmental dimensions, was the most significantly
correlated with r = 0.512, p<0.01, followed by creating a balance between strategic control
and autonomy for the regional offices, with r = 0.489, p<0.01. Finally, the third most
significantly correlated to strategy implementation is using a strategic tool (e.g. Balance
Scorecard) to achieve a balance between strategic controls and financial controls in the bank,
r = 0.224, p<0.01. One item, strategic controls (which focus on drivers of future
performance) being emphasized as compared to financial controls (which provide feedback
about outcomes of past actions), is not significantly correlated to strategy implementation,
with r = 0.126, p>0.1
A composite variable for Organizational Controls was constructed using the Strategy
Implementation correlates that were found significant at the 1% and 5% levels of
significance as shown in Table 4.48. Three items are significant and these are: incorporating
sustainability issues in its strategy, creating a balance between strategic control and
autonomy for the regional offices, and using a strategic tool (e.g. Balance Scorecard) to
achieve a balance between strategic controls and financial controls in the management of the
institution. These three constitute the composite variable, Organizational Controls.
Table 4.48

Correlation coefficients for Organizational Controls Components

Correlation between dependent variable and:

r Value

p value

N

OCo4

.512***

0.000

161

OCo3

.489***

0.000

161

OCo1
OCo2

.224***
0.126

0.004
0.111

162
162

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and *** respectively
OCo1 The Bank uses a strategic tool to achieve balance between strategic controls and
financial controls
OCo2 Financial controls are emphasized as compared to strategic controls
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OCo3 Balance between strategic control and autonomy for regional offices (Kenya branches
and EAC offices)
OCo4

Incorporating sustainability issues in strategy to create balance between the three

dimensions

4.10.4 Regression Modelling of the Effect of Organizational Controls on Strategy
Implementation
Regression analysis was used to test if balancing organizational controls positively influences
the effective implementation of strategy in the banks. This section highlights the results of
the regression modelling to test the effect of the composite variable organization controls on
the dependent composite variable, the effective implementation of strategy in banks. The
results are shown in Table 4.49.
Table 4.49

Effect of Organizational Controls on Strategy Implementation

Model Summary
Model
R
1

.538a

ANOVA
Model
Regression
1
Residual
Total

Coefficients
Model

1

(Constant)
Organizational
Controls

R Square

Adjusted R Square

.289

.284

Sum of Squares
89.500
220.278
309.778

df
1
160
161

Mean Square
89.500
1.377

Unstandardized
Coefficients
B
Std.
Error
1.609 .557

Standardized t
Coefficients
Beta

1.104

.538

.137

Std. Error
Estimate
1.17335

F
65.008

Sig.

of

the

Sig.
.000b

Collinearity
Statistics
Tolerance VIF

2.889 .004
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8.063 .000 1.000

1.000

Table 4.49 indicates the results of the regression that the predictor variable, Organizational
Controls, explains 28.9% of the variance (R2 = 0.289).
It was found that F (1,161) = 65.008, p<0.001. This indicates that there was significant linear
relationship between the independent variable, Organizational Controls, and the dependent
variable, Strategy Implementation.
The coefficient for Organizational Controls (β = 1.104, p<0.001) was significant. The
coefficient (β) is a measure of the increase in the dependent variable, Strategy
Implementation, when the independent variable, Organizational Controls, increases by one
unit. This shows that an increase by one unit in Organizational Controls led to 1.104 units
increase in Strategy Implementation. Therefore, Organizational Controls significantly
predicted Strategy Implementation.
The regression model for the Organizational Controls (OCo) is as follows:
SI = 1.609 + 1.104 OCo
4.10.5 Hypothesis Testing for Organizational Controls
The results for the hypothesis testing are given in this section and tests the following
hypotheses:
H7o : β = 0 establishing balance in organizational controls significantly contributes to the
effective implementation of strategy in the bank
H7a : β ≠ 0 establishing balance in organizational controls does not significantly contribute to
the effective implementation of strategy in the bank.
From the model summary results in Table 4.49, the regression coefficients were used to test
the hypothesis because of the linearity of the two variables being tested namely
Organizational Controls and Strategy Implementation. As shown in Section 4.10.4 above,
Organizational Controls significantly predicted Strategy Implementation.
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These results support the null hypothesis that establishing balance in organizational controls
significantly contributes to the effective implementation of strategy in commercial banks.
The alternative hypothesis that establishing organizational controls does not significantly
contribute to the effective implementation of strategy in commercial banks is therefore
rejected.

4.11

Moderating variable

4.11.1 Descriptive Statistics for Moderating Variable
This section summarizes the descriptive statistics for the moderating variable. These
descriptive statistics are reported in Table 4.50 below. The factors are ranked by the
normalized mean in order to control for the outliers, with the higher normalized mean
indicating a higher importance of the factor. Using a 5-point likert scale, ten items were
measured with ‗strongly disagree‘ being 1and ‗strongly agree‘ being 5. On this dimension,
legislative amendments e.g. Interest rate capping law had the highest normalized mean score
of 4.56 with standard deviation (±0.688), followed by changes in the regulatory environment
(regulations issued by Central Bank of Kenya) scoring a normalized mean of 4.46 with
standard deviation (±0.903). The third highest ranked with a normalized mean of 3.83 and
standard deviation (±1.203) is actions by other players (other banks, fintechs, MNOs, KBA),
followed by raising of interest rates by the Monetary Policy Committee of Central Bank, with
a normalized mean score of 3.82 and standard deviation of (±1.063). Volatility in the foreign
exchange rate, rising inflation, collapse of world commodity prices, and rising international
oil prices, rank in that order with normalized means of 3.39, 3.36, 3.24, and 3.06,
respectively, with the respective standard deviations of (±1.122), (±1.077), (±1.051), and
(±1.035).
The on-set of tapering of quantitative easing in the United States and the decision on the exit
of Britain from the European Union (the Brexit) ranked lowest with normalized mean scores
of 2.94 and 2.82, respectively with the respective standard deviations of (±0.992), and
(±0.964). With the normalized mean of less than 3.00, this means that the respondents
generally disagreed that these two items would affect the effective implementation of
strategy in the banks.
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The average normalized mean score for the dimension of effective implementation of
strategy is 3.55 implying that overall, the respondents were in agreement with the factors
included in this dimension would affect the effective implementation of strategy in the banks.
Table 4.50

Descriptive Statistics for the Moderating Variable
Std.
Deviation
0.688
0.903
1.203
1.063

Skewness
-1.511
-1.436
-0.986
-0.771

Normalized
Mean
4.56
4.46
3.83
3.82

167 3.37

1.122

-0.619

3.39

MV3
MV9
MV7
MV6

167
167
167
166

3.32
3.15
2.99
2.86

1.077
1.051
1.035
0.992

-0.441
-0.178
-0.009
-0.082

3.36
3.24
3.06
2.94

MV8
Average
Note:

166 2.72
3.45

0.964

0.171

2.82
3.55

Variable
MV10
MV1
MV2
MV5

N
136
168
172
166

MV4

Mean
4.48
4.29
3.59
3.73

MV1 Changes in the regulatory environment (regulations issued by Central Bank of Kenya)
MV2 Actions by other players (other banks, fintechs, MNOs, KBA)
MV3 Expectations of rising inflation.
MV4 Volatility in the foreign exchange rate
MV5 Raising of interest rates
MV6 The on-set of tapering of quantitative easing in the US
MV7 The increase in international oil prices
MV8 The decision on the exit of Britain from the EU (Brexit)
MV9 The collapse of the world‘s commodity prices
MV10 Legislative amendments e.g. Interest rate capping law
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4.11.2 Pearson’s Correlation for Moderating Variable and Effective Implementation of
Strategy
This section provides the Pearson‘s correlation results of the composite variables, moderating
variable and strategy implementation. Table 4.51 shows the correlation coefficients for the
items within the moderating variable dimension with the Pearson‘s r-value and the
corresponding p-value for each item. None of the items show significant correlation even at
the 10% significance level.
Table 4.51

Correlation coefficients for Moderating Variable Components

Correlation between dependent variable and:
MV1
MV4
MV6

r Value
-0.128
0.099
0.075

p value
0.102
0.210
0.344

N
164
163
162

MV10
MV2
MV8
MV7
MV5
MV3
MV9

-0.069
-0.055
0.053
0.052
-0.047
-0.033
-0.01

0.431
0.484
0.505
0.512
0.548
0.678
0.898

132
164
162
163
163
163
163

Note: Significance at the 10%, 5%, and 1% level is denoted by *, ** and *** respectively
MV1 Changes in the regulatory environment (regulations issued by Central Bank of Kenya)
MV2 Actions by other players (other banks, fintechs, MNOs, KBA)
MV3 Expectations of rising inflation.
MV4 Volatility in the foreign exchange rate
MV5 Raising of interest rates
MV6 The on-set of tapering of quantitative easing in the US
MV7 The increase in international oil prices
MV8 The decision on the exit of Britain from the EU (Brexit)
MV9 The collapse of the world‘s commodity prices
MV10 Legislative amendments e.g. Interest rate capping law
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4.11.3 Regression Modelling of the Effect of Moderating Variable on Strategy
Implementation
Regression analysis was used to test if the moderating variable has an influence on the
effective implementation of strategy in the commercial banks. This section highlights the
results of the regression modelling to test the effect of the composite moderating variable on
the dependent composite variable, the effective implementation of strategy in the commercial
banks. The results are shown in Table 4.52.
Table 4.52

Effect of Moderating Variable on Strategy Implementation

Model Summary
Model
R
1

.024a

ANOVA
Model
Regression
1
Residual
Total

Coefficients
Model

R Square

Adjusted R Square

.001

-.006

Sum of Squares
.188
314.659
314.848

df
1
162
163

Unstandardized
Coefficients
B
Std.
Error
6.193
.534

Mean Square
.188
1.942

Standardized t
Coefficients
Beta

Std. Error
Estimate
1.39368

F
.097
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the

Sig.
.756b

Sig. Collinearity
Statistics
Tolerance VIF

(Constant)
11.596 .000
Moderating
-.048
.153
-.024
-.311 .756 1.000
Variables
Note : Moderating Variable has no effect on the dependent variable (p > 0.1).
1

of

1.000

Table 4.52 indicates the results of the regression that the predictor variable, Moderating
Variable, explains 0.1% of the variance (R2 = 0.001).
It was found that F (1,163) = 0.097, p>0.1. This indicates that there was no significant linear
relationship between the moderating variable, and the dependent variable, Strategy
Implementation.
The coefficient for Moderating Variable (β = -0.048, p>0.1) was not significant. The
coefficient (β) is a measure of the increase in the dependent variable, Strategy
Implementation, when the Moderating Variable increases by one unit. This shows that an
increase by one unit in Moderating Variable led to an insignificant 0.048 units decrease in
Strategy Implementation. Therefore, Moderating Variable has an insignificant predictive
power on Strategy Implementation.
4.11.4 Hypothesis Testing for Moderating Variable
The results for the hypothesis testing are provided in this section and tests the following
hypotheses:
H8o :

β = 0

the moderating variable has a significant influence on the effective

implementation of strategy in the bank
H8a : β ≠ 0 the moderating variable does not have a significant influence on the effective
implementation of strategy in the bank.
As shown in Section 4.11.3 above, the Moderating Variable has no significant predictive
effect on Strategy Implementation. These results do not support acceptance of the null
hypothesis that the moderating variable has an influence on the effective implementation of
strategy in commercial banks. The alternative hypothesis that the moderating variable does
not have a significant influence on the effective implementation of strategy in commercial
banks is therefore accepted.
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4.12

Influence of Predictor Variables and Moderating Variable on the Dependent

Variable
4.12.1 Correlation between the Predictor Variables and the Dependent Variable
As shown in Table 4.53, there is a strong correlation between the predictor variables and the
dependent variable with all the seven predictor variables having a correlation coefficient
r>0.422, p<0.01. The moderating variables however do not have strong correlation with the
dependent variable with r= -0.024, p> 0.1.
Table 4.53 Correlation between the Predictor Constructs and the Dependent Variables
Pearson
Correlation
Predictor Variable

Coefficient

Sig. (2-tailed)

N

Strategic Direction

.555**

0.000

162

Core Competencies

.433**

0.000

163

Human Capital

.476**

0.000

163

Social Capital

.455**

0.000

162

Organizational Culture

.422**

0.000

162

Ethical Practices

.478**

0.000

162

Organizational Controls

.538**

0.000

162

Moderating Variables

-0.024

0.756

164

** Correlation is significant at the 0.01 level (2-tailed).
* Correlation is significant at the 0.05 level (2-tailed).

4.12.2 The Composite Effects of the Independent Variables and the Moderating
Variable on Strategy Implementation
The change in the R2 = 0.1% which is the percentage increase in the variation explained by
the addition of the interaction term to the R2. The interactive term has no effect on the model

237

term (R2 =0.001, p>0.05). We can conclude that the moderating variables do not moderate
the relationship between dependent variables and the predictor variables.

Table 4.54 is a summary of the results of the regression model of the composite effects of the
seven predictor variables: strategic direction, core competencies, human capital, social
capital, organization culture, ethical practices, organization controls on the strategy
implementation in banks.

Regression analysis was used to test if the seven predictor

variables significantly impact on the banks‘ effective implementation of strategy while
controlling for the environmental complexity (moderating variables). The two predictors
explained 37.7% of the variance (R2=.377, F (2,159) = 47.554, p<.001). It was found that
―Strategic Direction‖ significantly predicted the banks‘ effective implementation of strategy
(β =.836, p<.001). It was also found that ―Organizational Controls‖ significantly predicted
the banks‘ effective implementation of strategy (β =. 685, p<.001).
Table 4.54

Model
R
Summar
y
1
2

.614a
.615b

The Moderated Study Model

R
Adjuste Std. Error Change Statistics
Squar d
R of
the R Square F
df1
e
Square Estimate
Change
Chang
e
.377
.369
1.10655
.377
47.554 2
.379
.367
1.10877
.001
.370
1

ANOVA
1

2

Model

Regression
Residual
Total
Regression
Residual
Total

Sum of Squares
116.456
192.238
308.694
116.910
191.783
308.694

df
2
157
159
3
156
159

Unstandardize Standardize t
d Coefficients d
Coefficients
B
Std.
Beta
Error
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df2

Sig. F
Chang
e
.000
.544

157
156

Mean Square
58.228
1.224

F
47.554

Sig.
.000b

38.970
1.229

31.699

.000c

Sig. 95.0%
Confidence
Interval for B
Lowe Uppe
r
r
Boun Boun
d
d

Collinearity
Statistics
Toleranc VIF
e

(Constant)
1

.288

.178

.359

.157

.334

.763

Strategic
.819 .181
Direction
Organization
.701 .159
al Controls
Moderating
-.076 .125
Variables

Excluded Variables

1

.625

Strategic
.836
Direction
Organization
.685
al Controls
(Constant)

2

.023

Moderating
Variables

-.039b

.97 1.258
1
1.212

4.69
5
4.37
0

.00
.484
0
.00
.376
0

.377

.70 1.796
6
1.220

1.188 .677

1.476

.995

1.476

.677

4.53
2
4.40
2

.00
.462 1.176 .661
0
.00
.386 1.015 .660
0
.54
-.608
-.323 .171 .968
4

.352
.342
-.039

Beta In t

.037

Sig.

1.513
1.515
1.033

Partial
Collinearity Statistics
Correlation Tolerance VIF
Minimum
Tolerance

-.608 .544

-.049

.968

1.033

.660

The analysis for the variables that were excluded on the account of not significantly
predicting the banks‘ effective implementation of strategy, is shown in Table 4.55. The
excluded variables are core competencies, human capital, social capital, organizational
culture, ethical practices, and the moderating variables.
Table 4.55

The Excluded Variables

Excluded Variables

Core
Competencies(CC)
Human Capital(HC)
Social Capital(SC)
Organizational
Culture(OCu)
Ethical Practices(EP)
Moderating Variables

Beta
In

t

Sig.

Partial
Collinearity Statistics
Correlation Tolerance VIF Minimum
Tolerance

.741

.026

.543

1.841 .543

.086c .947 .345
.128c 1.624 .106

.076
.129

.481
.634

2.077 .481
1.578 .596

.044c .523

.042

.570

1.754 .570

.140
-.049

.582
.968

1.719 .559
1.033 .660

.028c .331

.602

.145c 1.766 .079
-.039c -.608 .544
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The composite regression model takes the form:
yi=β0+β1xi1+...+βpxip+ εi
where:
yi = the ith dependent variable
βj = jth coefficient, j=0,...,p
xij = the ith case of the jth predictor
p = number of predictors
εi = the error term in the ith value
The regression model for the influence of the seven predictor variables on the strategy
implementation is as follows:
SI = 0.023 + 0. 836 *SD + 0.685 *OCo.
where:
SI

=

Strategy Implementation

SD

=

Strategic Direction

OCo

=

Organization Controls

From the excluded variables in the Moderated Study Model in Table 4.55, it is observed that
if the level of statistical significance in the model was relaxed to 10%, then Ethical Practices,
becomes a statistically significant variable in terms of influence on the dependent variable, p
= 0.079.
4.13

Chapter Summary

The preliminary general information is reviewed at the beginning of this chapter. This is
followed by analyses of each of the seven strategic leadership actions. The descriptive
statistics are used to analyze each of the composite variable in order of normalized mean
score assessing the overall agreement with the statements comprising the variable. The
Pearson‘s correlation for components of each composite variable with specific demographic
parameters, are analyzed. There was significant correlation between the seven composite
variables and three of these parameters, being Listed Status on NSE, Bank Size, and
Experience in Strategy Implementation. Two parameters did not display any correlation with
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the composite variables and these are the respondents‘ age and the respondents‘ primary role
in the bank.
Composite variables were constructed for each of the seven independent variables. This was
done for each of the constructs using the Strategy Implementation correlates that were
significant at 1% and 5% level of significance. This was followed by regression modelling of
each of the composites of the independent variables on the dependent variable-Strategy
Implementation, and hypotheses relating to each one tested.
At the composite level, each of the seven composite variable were significantly correlated to
the Strategy Implementation, and for each of these variables most constructs correlated to
Strategy Implementation

and in all the cases the null hypotheses were accepted, thus

rejecting the alternative hypotheses that the variable did not positively influence the
implementation of strategy in the banks. The study constructed a composite for the
moderating variable using Pearson‘s correlation. None of the constructs of the moderating
variable show significant correlation even at 10% level of significance with Strategy
Implementation, and the regression analysis shows it has no significant influence on
Implementation of Strategy, and the null hypothesis was thus rejected thus accepting the
alternative hypothesis.
This study was to establish the influence of each of the independent variables on the
dependent variable - Strategy Implementation. A composite measure of the dependent
variable was established using the BSC framework and the tests for assumptions for
regression analysis (linearity, homoscedasticity, multicollinearity, and normality) were
carried out.
Then the composite effect of the independent variables on Strategy Implementation while
controlling for the moderating variable was tested and this revealed that two of the
independent variables, Strategic Direction and Organizational Controls had a significant
predictive influence on Strategy Implementation. Overall, upon hypothesis testing, the
researcher concluded that determining Strategic Direction and establishing balance in
Organizational Controls do have significant positive influence on Strategy Implementation.
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Chapter 5, the final chapter of this dissertation follows and deals with discussions of the
results in comparison to other similar studies, drawing conclusions and proposing
recommendations for improvement and areas for further studies.
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CHAPTER FIVE
5.0

DISCUSSIONS, CONCLUSION, AND RECOMMENDATIONS

5.1
Introduction
The study sought to identify whether strategic leadership does influence the effective
implementation of strategy in commercial banks in Kenya. In order to empirically study the
effects of strategic leadership, it was broken down into specific actions that characterize
strategic leadership. To construct a composite for the variable Strategy Implementation, the
four perspectives using the Balanced Scorecard framework were used, while controlling for
the moderating variable, which was found however to have no significant influence on the
interaction between the strategic leadership actions and the implementation of strategy. This
chapter summarizes the conclusions of the study, and provides some recommendations for
the various stakeholders and goes on to identify areas for further studies.
5.2
Summary
The general objective of this study was to interrogate the influence of strategic leadership on
the effective implementation of strategy in the commercial banks in Kenya. The specific
objectives of the study were to determine the influence of each of the seven actions that
characterize strategic leadership: strategic direction, core competencies, human capital, social
capital, organizational culture, ethical practices, and organization controls, on the
implementation of strategy in the commercial banks in Kenya. The study also investigated
the influence of the environmental complexity, constructed as a moderating variable, on the
effective implementation of strategy in the commercial banks in Kenya.
The philosophical framework adopted for this study was the positivism. The research design
was causal-explanatory in nature in view of the fact that it was concerned with learning why
i.e. how one variable produces changes in another and essentially tried to explain
relationships amongst variables (Cooper & Schindler, 2014). The respondents comprised the
top management team in the 40 commercial banks in Kenya. Two data collection instruments
were designed, one to enable collection of primary data from the 436 respondents who
comprise the top management team, and the other to enable collection of secondary data
from the available financial reports of the banks. For the primary data collection, the whole
population was sampled i.e. the sampling technique was a census, as it was not only feasible
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but necessary, in view of the poor response rate experienced elsewhere from this category of
respondents. The primary data collection tool was a structured, self-developed, selfadministered questionnaire emailed to respondents through the survey-monkey tool. The
secondary data was collected through the secondary data collection tool and was completed
from the financial data available on the commercial banks from the Central Bank of Kenya at
its website (CBK, 2017). Data was analyzed using descriptive statistics and inferential
statistics including Pearson‘s correlation coefficients, univariate and multivariate regression
techniques were used to determine the relationships between the independent variables and
the dependent variable while controlling for the environmental complexity factors via the
moderating variables. A total of 194 survey responses were received from the top
management teams in the 40 banks, giving a response rate of 48%
The Cronbach Coefficient (α-value) were used to test the instrument reliability with the
instrument registering an alpha score of 0.76 considered acceptable. Instrument validity was
tested using sample sufficiency index KMO by Kaiser-Meyer-Olkin, with a coefficient of
54.5% showing validity for the small sample size of 30 at pilot stage. In addition, the
Bartlett‘s test of sphericity was statistically significant (p<0.05).
The quantitative data analysis employed both descriptive statistics and inferential analysis.
The researcher then performed correlation and regression analyses leading to the testing of
the research hypotheses which comprised an analysis of the influence of each of the seven
actions that characterize strategic leadership, including environmental complexity through
the moderating variable, on the implementation of strategy. The study then constructed a
composite regression model to simultaneously test the influence of all the strategic leadership
actions.
Seven demographic parameters were used to analyze the data collected. In general, 50% of
the 40 banks in the sample (n=20) were classified as Small size of which 75% (n=15) were of
the Private Domestic Institution type, while 6 of the 11 banks that were listed on the NSE
were classified as Large banks. For the respondents, 70% were below 50 years old with none
below 30, while 46% were in Executive Management (inclusive of CEO) and 96% had at
least an undergraduate degree qualification, with 59% having achieved at least a Master‘s
Degree qualification. In addition 69% had at least eight years of experience in
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implementation of strategy. As observed in similar studies in the US by Hagen et al. (1998)
and in South Africa by Fourier (2010) and Lear (2012), determining Strategic Direction was
ranked as the most important of the actions that characterize Strategic Leadership.
Correlation analysis was performed for each of the eight composite variables generated for
each of the seven independent variables and the dependent variable with the seven
demographic parameters of: Bank‘s listing status on NSE, Bank Size, and Bank Type, and
Respondents‘ Age, Primary Role, Academic Qualifications and Experience in Strategy
Implementation. There was significant correlation between the eight composite variables and
three of these demographic parameters, being Listed Status on NSE, Bank Size, and
Experience in Strategy Implementation. Two parameters did not display any correlation with
the composite variables and these are Respondents‘ Age and Respondents‘ Primary Role in
the bank.
The findings from the study revealed that the five constructs of Strategic Direction being: the
vision/mission/strategic intent clearly defined and understood, using incentive compensation,
facilitating employees‘ meaning-making of changes, management not too committed to
status quo as to avoid any perceived risks, and the CEO‘s personality inclined towards
change, had a significant influence on the implementation of strategy in banks in Kenya,
explaining 30.8% of the variance (R2 = 0.308, F (1,161) = 71.110, p<0.001). Determining
Strategic Direction was found to significantly influence Strategy Implementation in the
Banks.

The findings further revealed that the four constructs of Core Competencies being:
encouraging sharing of resources across the bank‘s units, allocating resources towards
building new capabilities, adequately leveraging the bank‘s resources by accumulating,
combining and exploiting the resources, and the core competencies of the bank being
understood at strategy formulation stage and then emphasized when implementing selected
strategies, had a significant influence on the implementation of strategy in the banks in
Kenya, explaining 18.8% of the variance (R2 = 0.188, F (1,162) = 37.233, p<0.001).
Exploiting and maintaining Core Competencies was thus found to significantly influence
Strategy Implementation in the Banks in Kenya.
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The findings also showed that four constructs of Human Capital being: leveraging human
capital resources to develop competitive advantage and create value, the leader being
involved in the learning experience (success or failure), employing effective training and
development programs that contribute positively to the bank‘s efforts to form core
competencies, and adequate investment in human capital to produce the expanding
knowledge necessary for strategic success, had a significant influence on the implementation
of strategy in the banks, explaining 22.7% of the variance (R2 = 0.227, F (1,162) = 47.202,
p<0.001). Two consult: learning more from failure than from success, and downsizing
leading to a reduction in the level of investment in training and development of human
capital, did not have a significant influence on implementation on Strategy implementation.
Developing Human Capital was found to significantly influence Strategy Implementation in
the Banks.

The study revealed that three constructs of Social Capital being: having strong social capital
to enable pursuit of new opportunities while reinforcing existing advantages, relational
capital

being useful in regionalization of services, and managerial ties (inter-personal

connections) inducing motivation which induces innovation leading to competitive advantage
and superior performance, had a significant influence on strategy implementation in the
banks, explaining 20.7% of the variance (R2 = 0.207, F (1,161) = 41.845, p<0.001). One
construct, having strong social capital and going regional leading to a higher performance,
did not have a significant influence on the implementation of strategy. Developing Social
Capital was hence found to significantly influence Strategy Implementation in the Banks in
Kenya.

The study further revealed that all five constructs of Organization Culture being: having a
unique culture that is difficult to imitate and that encourages strategic thinking, a culture that
encourages pursuit of entrepreneurial opportunities, the culture being sensitive to ethical
considerations, practices that are tailored into culture that complements the bank‘s chosen
strategy, and managers coordinating innovative work of others, energizing the culture and
fostering alignments with the vision and mission of the bank, had a significant influence on
the implementation of strategy in the banks, explaining 17.8% of the variance (R2 = 0.178, F
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(1,161) = 34.614, p<0.001). Sustaining an effective organization culture was found to
significantly influence Strategy Implementation in the Banks in Kenya.

The study also shows that eight constructs of ethical practices had a significant influence on
the implementation of strategy in the banks, explaining 22.9% of the variance (R2 = 0.229, F
(1,161) = 47.412, p<0.001). The constructs are: having methods and procedures to recognize
acts of courage to report wrongdoing, having a code of ethics that is enforced, work-unit
members exhibiting collective moral emotions acting collectively ethical, and unethical
practices evolving to become acceptable and individuals then engaging in unethical practices
to meet their goals. In addition, positive moral leadership encouraging ethical practices that
shape decision making process and culture, temptations to act unethically for the personal
short term benefits, mechanisms in place to check corruption, and embracing stakeholders‘
ethical concerns in the strategic decision making process. Two constructs did not have a
significant influence on the implementation of strategy, and these are: lax expectations on
ethical behavior creating opportunities for selfish decisions, and managers being vigilant
when people fall short of targets. Emphasizing ethical practices in the banks was found to
significantly influence Strategy Implementation.

The study further reveals that three constructs of organization controls being: incorporating
sustainability issues in strategy, creating a balance between strategic control and autonomy
for the regional offices, and using a strategic tool (e.g. Balance Scorecard) to achieve a
balance between strategic controls and financial controls in the management of the
institution, have a significant influence on the implementation of strategy in the banks in
Kenya, explaining 28.9% of the variance (R2 = 0.289, F (1,161) = 65.008, p<0.001). One
construct, financial controls being emphasized as compared to strategic controls, did not have
a significant influence on the implementation of strategy in the banks. Establishing balanced
organization controls was found to significantly influence Strategy Implementation in the
banks in Kenya.

The study also controlled for the influence of environmental complexity as moderating
variables and none of the constructs of the moderating variable had a significant influence on
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the implementation of strategy, explaining only 0.1% of the variance (R2 = 0.001, F (1,163)
= 0.097, p>0.1). The constructs were: regulatory changes, volatility in exchange rate, on-set
of tapering of quantitative easing in US, legislative amendments, actions by other players, the
Brexit decision, increase in international oil prices, raising of interest rates, inflation
expectations, and collapse of world‘s commodity prices. The environmental complexity
factors (moderating variables) were found not to significantly influence Strategy
Implementation in the banks in Kenya.

The study showed that when all the independent variables were tested in a composite model,
Strategic Direction and Organizational Controls variables had a significant influence on
Strategy Implementation in Banks in Kenya, while Core Competencies, Human Capital,
Social Capital, Organizational Culture, and Ethical Practices did not. The Environmental
complexity factors also did not significantly influence Strategy Implementation. The two
predictors explained 37.7% of the variance (R2=.377, F (2,159) = 47.554, p<.001). It was
found that ―Strategic Direction‖ significantly predicted the banks‘ effective implementation
of strategy (β =.836, p<.001) and that ―Organizational Controls‖ also significantly predicted
the banks‘ effective implementation of strategy (β =. 685, p<.001).
5.3
Discussion of Results
5.3.1 Determining Strategic Direction and Strategy Implementation in the Banks
The first research objective was to determine the influence of establishing the organization‘s
strategic direction on the effective implementation of strategy in commercial banks in Kenya.
The study found that the respondents ranked determining strategic direction as the most
important of the strategic leadership actions. Similar studies in different jurisdictions in the
USA (Hagen et al.,1998), in South Africa (Fourie, 2010; Lear, 2012) and transcontinental
covering US, Western Europe, Latin America and Japan (Bass, 2007) also found that the
respondents ranked determining strategic direction as the most important strategic leadership
role.

The study found that determining strategic direction had a significant influence on strategy
implementation. Determining strategic direction involves specifying the vision and the
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strategy or strategies to achieve the vision over time, and generally specifies the image and
character the firm wants to develop over time (Hitt et al., 2013). In this study, respondents
ranked having the vision/mission/strategic intent clearly defined and understood by the staff
as the most important of the sub-constructs of the construct of determining strategic
direction. This outcome is aligned to Bass‘s (2007) observation where respondents indicated
that it is very important for the CEO to convey a vision of the organization‘s future. In
addition, having the vision/mission/strategic intent clearly defined and understood by staff
was the most significantly correlated with strategy implementation. This shows both in terms
of what the respondents consider as an important leadership action, and what influences
implementation of strategy most, putting in place a vision/mission/strategic intent that is
clearly defined and understood is the most important of the sub-constructs of determining
strategic direction.
The study found that the CEO‘s personality strongly correlated with Strategy
Implementation. This was in agreement with the observations of Herrmann & Nadkarni
(2014) who contend that the CEO‘s personality will determine both initiation of strategic
change and the performance effects of strategic change implementation. Personality of the
CEOs shape how they communicate with, reward, motivate and mobilize employees, which
determines the success or failure of strategy implementation (Herrmann & Nadkarni, 2014).
Boal & Hooijberg (2000) argue that CEOs‘ personality shapes how they define strategic
vision and goals which in turn determines the personality of people that are attracted to and
retained in the organization. This will mainly be the top management team members (the
study‘s respondents) and middle managers, who are the principal drivers of strategy
implementation in the banks. Though CEO‘s personality is strongly correlated to strategy
implementation, it was the least strongly correlated of the five sub-constructs of strategic
direction. This contrasts with the respondents considering this sub-construct as the second
most important of the sub-constructs of strategic direction. This could be an indication of the
fact that there is an over emphasis on the importance of the CEO‘s personality in the banks
while its influence on strategy implementation is not as highly placed. This outcome could be
related to the observation by Herrmann & Nadkarni (2014) that some traits dispose leaders to
instil strong direction and achievement while other traits foster passivity and conflict
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avoidance hindering implementation success, and should the later be dominant, the influence
of these traits on implementation success will be diminished, while the respondents had in
mind the former which instil strong direction.

The alignment of the incentive compensation for the executives to the strategy choice and
hence performance has been atrracting interest in research and in this study, it is found that
incentive compensation for the top management team was the second most significantly
correlated sub-construct of strategic direction with strategy implementation, which implies
that incentive compensation aligns management action to the effective implementation of
strategy. This is in agreement with the findings of the study by Wowak & Hambrick (2010)
who found that incentive compensation, in their case using stock options, enocuraged
talented CEOs to select best strategies leading to high performance. It was observed that
incentive compensation stimulate aggressive risk taking which magnifies the effects of
CEOs‘ skill levels. It would have been interesting to see the effect of incentive compensation
on talented CEOs compared to their less talented peers as Wowak & Hamburg (2010) found
that the less talented CEOs generated worse results on average under incentive compensation
producing diminished performance partly because the aggressive risk taking stimulated by
incentive compensation amplifies the poor skill levels in strategy selection and
implementation hence performance. The study respondents also ranked the use of incentive
compensation with a mean score of 3.15 implying marginal agreement otherwise virtually
indifferent on the use of incentive compensation. Given that the sub-construct was the second
most correlated to strategy implementation in the banks yet the respondents are virtually
indifferent to its use shows the lack of allignment and the need to encourage the use of
incentive compensation to align management action to setting strategic direction which is
demonstrated to significantly influence the implementation of strategy in the banks in Kenya.

The study also found strong correlation between management facilitating meaning making of
changes and strategy implementation in the banks. This finding is aligned to the observation
by Sonenshein & Dholakia (2012) that employees contribute to the achievement of new
strategic direction by adapting to change facilitated by meaning-making process in the
employees. Meaning making converts resistance into champions of change implementation,
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and this is only possible when they construct meaning of the change events. Managers
support this meaning making process through effective communication. In addition, the
respondents also rated the meaning making of changes as an important sub-construct of
strategic direction construct. This is an indicator to the need for management to facilitate
meaning making through effective communication focusing on the two broad categories of
meaning making i.e. understanding, by explaining a change event as part of a large plan
supported by management and secondly by constructing adverse events of change as having
more benefits than downsides, and inspire positive emotions (Sonenshein & Dholakia, 2012).

Finally, the study also revealed the strong correlation between strategy implementation and
the top team and in particular the CEO being too committed to the status quo, thus avoiding
any perceived risky actions. This is a phenomenon that Hitt et al. (2013) attributes to firms
that have performed well in the past or for long serving CEOs hindering the firm from
reaching the vision that is part of its strategic direction. It would be of interest to study the
correlation of this sub-construct in the banks with the length of service of the sitting CEO.
The strong positive correlation (r = +0.320) would negate the assertion by Hitt et al. (2013)
that such behaviors are not consistent with high performance organizations and may even
lead to change in leadership at the CEO level. However, CEOs length of service may have its
positive aspects as observed by Mitchell, Shepherd, & Sharfman (2011) that erratic decisions
on strategic direction are less likely from CEOs with metacognitive experiences (feelings or
thoughts that relate relevant past experiences to current cognitive processes). The
respondents also ranked management‘s commitment to status quo as most important (mean
score of 3.96 implying generally in agreement). This could be attributed to the fact that most
of the banks have had a long period of good performance in the past, that the institutions risk
becoming too complacent, and therefore resistive to change and risk taking. Mitchell et al.
(2011) attribute less erratic decisions on strategic direction to CEOs in less hostile
environments and the banking sector environment over the last decade can be summed up
largely less hostile. The study also revealed that there is a significant positive correlation
between the sub-construct, the CEO and TMT being too committed to status quo and the past
5-year average return on assets of the bank. This observation is aligned to the assertion in the
literature review that the tendency for the top management team and in particular the CEO to
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be too committed on the status quo as an aversion to risk taking is a phenomenon that is
common to firms that have either performed well in the past or have long serving CEOs (Hitt
et al., 2013). A separate study could test the correlation between the sub-construct of
commitment to status quo and the length of service of the CEO.
Determining strategic direction was significantly correlated to the experience level of the
respondents while no correlation with level of academic attainment. This would be a pointer
to the fact that the experience of the respondents and hence the less chances of making erratic
decisions is more critical for the construct of strategic direction than the academic
achievement. Employers should therefore invest more in providing hands-on experience in
the implementation of strategy as opposed to focus on academic achievement.

5.3.2 Exploiting and maintaining Core Competencies and Strategy Implementation in
the Banks
The second research objective was to establish the influence of exploiting and maintaining
core competencies on the effective implementation of strategy in the commercial banks in
Kenya. The study examined the extent to which the core competencies affected the effective
implementation of the chosen strategies in the commercial banks in Kenya. Core
competencies are capabilities that serve as a source of competitive advantage for a firm that
are developed over time through learning from actions and responses during the competing
process (Hitt et al., 2013). The core competencies based on intangible resources are the most
effective because they are less visible given that they relate to the employees‘ knowledge and
skills.

The study found that exploiting and maintaining core competencies has a significant
influence on the implementation of strategy in the banks in Kenya. This finding was in
agreement with the finding of the study by Fourie (2007) on listed corporates in South Africa
in which it was shown that core competencies play an important role in the implementation
of strategy. In this study, the sub-construct of encouraging sharing of resources across the
bank‘s units was the most strongly correlated to strategy implementation. As Lear (2012)
observed, exploiting core competencies involves sharing resources across units in the
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organization, which typifies effective strategic leaders. This finding is important in the sense
that it encourages efficient utilization of resources in the bank, where units that are resource
rich provide access of the resources to those units that are less endowed, without the need for
external resourcing, which positively impacts the effective implementation of the chosen
strategy. It is not surprising that the respondents also considered this sub-construct as the
most important of the core competencies construct.

The study further found that the sub-construct of building new capabilities, which develop
into core competencies was also significantly correlated to strategy implementation. This
finding was aligned to the observation of Hitt et al. (2013) that strategic leaders must allocate
resources towards building new capabilities. These capabilities are developed into core
competencies, which in turn are developed and used through the human capital and social
capital, which are critical resources for a firm‘s success.

The respondents similarly

considered this sub-construct the second most important in the core competencies construct
which was commensurate with its level of influence on the implementation of strategy. This
finding would imply that the banks would need to invest resources in building new
capabilities, especially in the competitive environment in which they operate, so as to build
the core competencies that would not only enable it enter new markets but also develop the
competitive advantage over its existing rivals in the market.

The study also found that that there was significant correlation between the sub-construct of
leveraging resources by accumulating, combining and exploiting the resources with strategy
implementation. As Srivastava (2005) noted, the possession of core competencies was not an
end in itself and the ability to leverage them for the benefit of the firm was more important.
The same observation was amplified by Ndofor, Sirmon & He (2011) who noted that
resources could influence performance only to the extent that a firm could adequately
leverage them, and what a firm did with the resources was just as important to performance
as its possession of those resources. In other words possession of the resources was the first
step and though important, it was not until they were put to use through leveraging that the
true benefit of possessing them was realized. Strategic leaders organize resources into
capabilities and structure the firm to facilitate utilization of the capabilities and choosing
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strategies through which the capabilities could be successfully leveraged to create
competitive advantage and value for the customers (Hitt et al, 2013). This finding would
require banks to pay more attention on not just acquiring the resources but ensuring that the
resources acquired are leveraged to create the maximum benefit for the bank. Resource based
view of the firm (RBV) suggests that possessing the resources leads to sustainable value
creation (competitive advantage) but merely possessing these resources does not guarantee
development of competitive advantage, in which case firms must leverage (i.e. accumulate,
combine and exploit) the resources (Hitt et al., 2013). The respondents also generally agreed
on the importance of this sub-construct of leveraging resources. This general agreement was
commensurate with the significant correlation the sub-construct had with strategy
implementation.

The study further found that the sub-construct of the core competencies being understood at
the strategy formulation stage and being emphasized when implementing the selected
strategies, was significantly correlated to strategy implementation. This was an important
finding for the banking sector and in particular on the need to understand the core
competencies at the strategy formulation stage which means the strategies are selected with
the core competencies in mind and once the strategies are selected, the core competencies are
emphasized for the successful implementation of the selected strategies. This finding was
aligned to the literature where Hitt et al. (2013) indicated that strategic leaders must ensure
that the firm‘s core competencies were understood when selecting strategies at the
formulation stage and then emphasized when implementing the selected strategies. There
were a number of examples of collaboration in the banking sector where the players leverage
on each other‘s strength to deliver financial services sustainably, with M-shwari, the
collaboration between Safaricom ( a mobile network operator) and CBA, a bank in Kenya,
being an example. The respondents equally ranked the sub-construct as important but still the
least important of the sub-constructs making the construct of core competencies.
5.3.3 Developing Human Capital and Strategy Implementation in the Banks
The third research objective was to establish the influence of developing human capital on
the effective implementation of strategy in the commercial banks in Kenya, and considered a
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number of factors. The study examined the extent to which the development of human capital
in the banks influenced their ability to effectively implement their chosen strategies. Human
capital refers to the knowledge and skills of a firm‘s entire workforce.

The study found that developing human capital in the bank had a significant influence on the
effective implementation of strategy in the bank. This finding supported the argument by Hitt
et al. (2006) that valuable intangible sources were the most likely to contribute to a
competitive advantage and create value for the owners of the resources, which was an
extension of the RBV that possession of rare and valuable resources provide basis for value
creation, and inimitability and non-substitutability made it sustainable (Sirmon, Hitt, &
Ireland, 2007). The significant correlation found between human capital and strategy
implementation in this study supported the observation by Hitt et al. (2001) that the
interaction of human capital with strategy had positive effects on firm performance.

The study found that leveraging the human capital resources to develop competitive
advantage and create value was the most significantly correlated sub-construct to strategy
implementation in the banks. This finding was in agreement with the assertion by Grant R.M.
(1991) that mere possession of human resources did not guarantee development of
competitive advantage or creation of value. To realize value creation firms must accumulate,
combine and exploit the resources (Grant R. M., 1991). This finding on the need to leverage
resources to realize value was similar to the finding for core competencies in Section 5.3.2
above, whose leveraging was also significantly correlated to strategy implementation in the
banks. In addition the respondents indicated through their responses that the leveraging of
human capital to develop competitive advantage and create value was important, though not
the most important. The most important according to them was employing effective training
and development programs to form core competencies. To them developing the human
resource through training and development programs was more important than leveraging
them to develop the competitive advantage and create value.

The study further found that the involvement of the leader in the learning experience,
whether success or failure, was the second most significantly correlated sub-construct to
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implementation of strategy in the commercial banks in Kenya. This finding confirmed the
assertions by Hirak et al. (2012) that the learning value of failure experience for the
individual was enhanced by the leader‘s involvement which helps their perception of
psychological safety and by Zheng, Miner, & George (2013) that the leader‘s involvement
enhanced learning value when the group had group success experience. The respondents
considered the sub-construct the second most important component of the human capital
construct commensurate with its significance in correlation to the implementation of strategy.
This indicated that for the banking sector in Kenya, the leaders‘ involvement in the learning
experience whether failure or success did not only contribute to the effective implementation
of the chosen strategies but was also considered important for the individuals.

This study also found that employing effective training and development programs to form
core competencies was significantly correlated to the implementation of strategy in the
commercial banks in Kenya. This finding was aligned to the argument developed by Hitt et
al. (2013) that effective staff development and training programs increase the likelihood of
developing some of the firm‘s human capital into strategic leaders. They argue that these
programs help leaders build skills to complete other tasks associated with actions
characteristic of strategic leadership (the independent variables in this study) which include
determining strategic direction, exploiting and maintaining core competencies, developing an
organization culture that supports ethical practices, and establishing balance in organization
controls, hence the assertion that building human capital is essential for the effective
execution of strategic leadership (Hitt et al., 2013). This would place the sub-construct of
effective training and development programs at the pivot of all the strategic leadership
actions under evaluation in this study and this is confirmed by the respondents having ranked
this sub-construct, on the basis of their responses, as the most important sub-construct in the
components of the human capital construct.

The study further revealed that adequate investment in human capital to produce the
expanding knowledge necessary for strategic success, was significantly correlated to the
implementation of strategy in the commercial banks in Kenya. This finding is in consonance
with the view of Holcomb et al. (2009) aligned to RBV that to the extent that learning
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produces knowledge in individuals that is difficult to imitate and superior in use, it can be a
source of sustainable competitive advantage. Successful investment in human capital through
effective training and development programs, results in continuous learning capabilities, and
when combined with the organization‘s expanding knowledge base, the end result is strategic
success (Holcomb et al., 2009). The banks would reap strategic success if they focused on
ensuring they make adequate investment in their human capital to consolidate its knowledge
base. The respondents considered the sub-construct of investment in human capital to expand
knowledge base as the fourth most important in the human capital construct affirming the
significant influence it has on the implementation of strategy and hence strategic success.

The study surprisingly finds that the sub-construct of learning more from failure than from
success, does not significantly influence the implementation of strategy in the commercial
banks in Kenya. This finding is contrary to the position stated by Hitt et al. (2013) that
strategic leaders learn more from failure than success and that effective strategic leaders
recognize the importance of learning from both failure and success when helping their firms
in the strategic management process. On learning from failure, Edmondson (2011) advises
that those managers who catch, correct and learn from failure before others do will succeed
as opposed to those who wallow in blame game. This lack of significant correlation between
the sub-construct of learning more from failure than success is in consonance with the
respondents‘ general indecision on the importance of the sub-construct, having returned a
normalized mean score of 3.19.

This finding of less learning from failure could be

attributable to the perception by the respondents that the nature of work in the banking
industry is more of routine, and less of the complex or the frontier type, so that the failures
are considered mostly preventable, and thus in line with Edmondson (2011) of the bad type,
and not tolerated by the organizations. This perception may need to change going forward
since the competitive environment evolving due to the changing environment and the
onslaught by non-traditional competitors like the fintechs, MNOs etc, will force them to
reinvent themselves and the work to shift towards complexity and even the intelligent-type to
be at the forefront of innovation to meet the evolving customer demands. This shift will
necessitate a culture change to be more tolerant of failure. At this point, the banks will then
be learning from failure.
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Finally, the study finds that downsizing leading to a reduction in the level of investment in
training and development of human capital is not significantly correlated to strategy
implementation in the commercial banks in Kenya. In terms of agreement with the statement
the respondent were on average not in agreement with the statement that downsizing leads to
a reduction in the level of investment in training and development of human capital. This
would imply therefore that they favor the position that downsizing does not lead to reduction
in the level of investment in training and development of human capital, a position that
contradicts the observation of Nixon et al. (2004) that it is during the downsizing that
companies ironically reduce their investment in the training and development programs, at a
time when they should be increasing their investment in view of the reduced slack and the
fact that the remaining staff may not possess the required skills for the positions they
thereafter assume.
5.3.4 Developing Social Capital and Strategy Implementation in the Banks
The fourth research objective was to establish the influence of developing social capital on
the effective implementation of strategy in the commercial banks in Kenya. The study
examined the extent to which developing social capital impacted the effective
implementation of strategy in the banks. Social capital may be looked at as the relationships
inside and outside the firm that helps in the accomplishment of tasks creating value for the
stakeholders (Hitt et al., 2013).

Similar to the study in South Africa (Fourie, 2007), developing social capital was ranked by
the respondents as the least important of the actions that characterize strategic leadership.
The study, however, found that developing social capital had a significant influence on the
effective implementation of strategy in the commercial banks in Kenya. This finding was in
agreement with the assertion by Hitt et al. (2013) that social capital involved relationships
both within and externally in efforts to accomplish tasks thereby creating value for the
stakeholders, hence very critical given the need to cooperate internally and externally in
order to accomplish these tasks. Multinational banks need to establish alliances to enter new
markets like Kenya, while those that are enterprising will need to establish alliances to access
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resources for instance the agency banking network, partnerships with service providers to
access resources, including the capital markets.

The study found that having strong social capital that would enable the bank pursue new
opportunities while reinforcing the existing advantages was the sub-construct that was most
significantly correlated with the implementation of strategy in the commercial banks in
Kenya. This finding was in line with that of Cao et al. (2010) who found that firms with
strong social capital were able to be more ambidextrous. Ambidexterity refers to the ability
of the firm to pursue a high degree of both exploration (search for new possibilities) and
exploitation (reinforcement of existing advantages) hence able to develop and access
multiple capabilities enabling them flexibility to exploit opportunities and respond to threats.
The study showed that the CEO‘s connections and standing in the social network enabled
access to information to support the pursuit of ambidexterity, and recommended maintaining
timely and comprehensive communication with the rest of the TMT. This study established
that the strong social capital enabled the bank to be ambidextrous which significantly
influenced its effectiveness in strategy implementation. This implied that the banks would be
in a better position to improve their effective implementation of their selected strategies, if
they focused on developing factors that enable ambidexterity. As observed by Cao et al.
(2010), the CEOs could facilitate this by forging extensive business related connections and
improving their standing in the social network which enabled access to rich and reliable
information, which was supplemented by timely and comprehensive communication with the
rest of the TMT. Decentralizing power would enable the CEOs capitalize on the information
advantage from their network extensiveness (Cao et al., 2010). The respondents considered
this sub-construct of having strong social capital to support ambidexterity as the third most
important of the sub-constructs which was not commensurate with its being of most
significant influence on the strategy implementation in the banks. This was an indication that
the top management team in the banks did not consider strong social capital to support
ambidexterity to be as important yet it had a significant influence on their implementation of
strategy hence performance and corporate success.
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The study also found that there was general agreement from the respondents that relational
capital had been useful in the banks‘ regionalization of services, even though it was ranked as
the least important of the sub-constructs of social capital. Relational capital refers to the joint
benefit in a relationship between parties that is important to them while regionalization for
the banks in the study sample, meant either branch expansion in Kenya or setting up of
subsidiaries in the EAC region, or both for those expanding within and outside Kenya. The
study further found that the sub-construct of relational capital being useful in regionalization
of services significantly influenced the implementation of strategy in the commercial banks
in Kenya. This was in agreement with Hitt et al. (2006) who found that corporate client
relational capital only served as a base for internationalization and hence positive firm
performance when it had strong human capital. In other words given a strong human capital
base, relational capital would be essential for internationalization and creation of value for
the firm leading to positive firm performance. This was a particularly important finding for
the banks that were targeting to expand their physical distribution channels through branch or
agency network, as the relational capital is found useful and significantly influencing the
implementation of their chosen strategies. Similarly the banks that were expanding
regionally, setting up subsidiaries in the EAC member countries and beyond, would need to
develop their relational capital which was essential for their successful regionalization and
value creation for their shareholders.

The study further found that managerial ties through the interpersonal connections had
significant correlation with implementation of strategy. According to Gao et al. (2008)
managerial ties induce motivation which induces innovation leading to creation of a
competitive advantage and hence superior performance. The interpersonal connections made
the bank more informed and flexible and able to obtain and use data to its advantage.
Commensurate with its level of influence on strategy implementation, the respondents
considered the sub-construct second most important of the sub-constructs of social capital.

The study did not find a statistically significant correlation between having strong social
capital coupled with regionalization as a sub-construct with strategy implementation in the
banks in Kenya. It was interestingly ranked as the most important of the sub-constructs of
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social capital. This was an indication of misplaced prioritization by the top management team
while it had little influence on implementation of strategy.

Generally we observed that there was a general misplacement in terms of what the top team
in the banks considered as important in this construct of social capital and what influences
the implementation of strategy in the banks. Whereas they considered the two sub-constructs:
strong social capital coupled with regionalization, and managerial ties as most important in
that order, and ambidexterity and relational capital as the least important in that order, it is
ambidexterity and relational capital in that order that significantly influenced strategy
implementation the most, while managerial ties and strong social capital coupled with
regionalization had the least significant influence on strategy implementation. This was an
indication of misplaced focus by top management on what was important.

5.3.5 Sustaining Effective Organization Culture and Strategy Implementation in the
Banks
The fifth research objective was to establish the influence of sustaining an effective
organization culture on the effective implementation of strategy in the commercial banks in
Kenya. The study examined the extent to which sustaining an effective organization culture
impacted the effective strategy implementation in the banks. Organization culture is a
complex set of shared values, beliefs, assumptions, symbols, and ideologies in the firm that
influence how the firm conducts its business (Barney, 1986; Hitt et al., 2013).

The study found that sustaining an effective organization culture had a significant influence
on the effective implementation of strategy in the commercial banks in Kenya. The
respondents were also in agreement that the construct of organization culture was an
important strategic leadership action. This was in agreement with the assertion of Hitt et al.
(2013) that shaping the context within which organizations formulate and implement
strategies which effectively was shaping the organization culture was an important strategic
leadership action. This, in view of the fact that organization culture could encourage or
discourage leaders from pursuing entrepreneurial opportunities, was a vital source of
innovation and growth.
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The study further found that having a unique culture that was difficult to imitate and that
encouraged strategic thinking was the sub-construct that was most significantly correlated to
strategy implementation in the banks in Kenya. This confirmed the finding of Klein (2008)
that a healthy culture that provides competitive advantage was only sustainable when it was
imperfectly imitable, which was similarly aligned to the suggestion by Barney (1986) that for
a culture to provide sustained competitive advantage, the culture must be valuable, rare and
imperfectly imitable. Schneider et al. (2013) also indicated that in order to leverage culture
as an asset for competitive advantage, it had to be different from other cultures and its
elements difficult to imitate. In addition, Goldman & Casey (2010) opined that shared
assumptions about the organization‘s core mission (which defined the organization‘s culture)
could limit strategy and even the vision, unless the organization‘s culture encouraged
strategic thinking. It was therefore not surprising that having a unique culture with the two
qualities of inimitability and that encourages strategic thinking was the most significantly
correlated to implementation of strategy in the banks. It was, however, surprising that the
respondents considered this sub-construct as the least important of the sub-constructs of
organizational culture, based on the results of the ranking from the normalized mean scores,
which was another indication of misplaced focus on what is important. The top management
teams in the banks attach least importance to the component of organization culture that has
the most significant influence on the implementation of strategy in the banks.

The study also found that a culture that encouraged entrepreneurial opportunities had the
second most significant influence on strategy implementation in the commercial banks in
Kenya. This finding confirmed Hitt et al. (2013)‘s observation that an organization culture
could encourage strategic leaders to pursue entrepreneurial opportunities which in turn
promoted innovations. As observed by Hitt et al. (2011), risk taking (real options) had the
potential to positively or negatively influence strategic entrepreneurship (advantage-seeking
and opportunity-seeking) behaviors, and organizations more likely to achieve success when
their employees had an entrepreneurial mind-set, allowing them to exploit current
competitive advantages while exploring for opportunities for which future competitive
advantages could be developed as a path to value and wealth-creation. An effective
entrepreneurial culture is one in which expectations are placed on new ideas and creativity,

262

tolerate failure, encourage risk taking while promoting learning, champion innovations
(product, process and administrative) and continuous change was viewed as a conveyor of
opportunities (Hitt et al., 2011). Entrepreneurial orientation of a firm was characterized by
autonomy, innovativeness, risk taking, pro-activeness and competitive aggressiveness (Hitt et
al., 2013). Pursuit of entrepreneurial opportunities was therefore a path to value and wealth
creation, which was a strategic objective of most corporates, and more so the commercial
banks in Kenya that were the subject of this study. The top management teams in the banks
indicated that a culture that encouraged entrepreneurial opportunities had a significant
correlation with strategy implementation. It was however again surprising that the
respondents did not consider this sub-construct of encouraging entrepreneurial opportunities
as an important sub-construct of organization culture, poorly ranking it as the second least
important of the components of the construct. This again further demonstrated the misplaced
focus by the top management teams on what was important.

The study further revealed that a culture that was sensitive to ethical considerations had
significant influence on the implementation of strategy in the commercial banks in Kenya.
This finding confirmed the observations of Langvardt (2012) that in an organization, the staff
looked to leaders‘ actions through the examples they set which were regarded as key-shapers
of the culture, where good examples with sensitivity to ethical considerations resulted in
healthy culture while the converse with little sensitivity to ethics resulting in a corner cutting
culture. Kuenzi & Schminke (2009) drove home this point by stating that negative examples
set by corporate leaders did far more to shape the organization culture than did company
codes of ethics and lofty statements of supposed corporate principles to which only lip
service was paid. This study‘s finding supported these arguments that a culture that was
sensitive to ethical considerations was a healthy culture and would have a bearing on the
organization‘s performance through its significant influence on the implementation of
strategy. It was interesting that even though this sub-construct, out of the five sub-constructs
of organization culture, was not the most significantly correlated to strategy implementation,
the respondents regarded it as the most important of the sub-constructs, a finding derived
from the rankings obtained from the normalized mean scores of the respondents on the subconstructs. This could be an indication that what was considered important by the top
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management teams in the banks may not necessarily be a determinant of success i.e.
influencing the implementation of strategy in the bank.
The study further revealed that a culture that complemented the bank‘s chosen strategy had
significant influence on the implementation of strategy in the commercial banks in Kenya.
This finding confirmed the assertion of Klein (2008) that managers needed to tailor their
practices into a culture that complements the organization‘s chosen strategy. The finding
supported the observation by Thakor (2016) that a bank‘s culture must support the execution
of its growth strategy and that a strong culture could help achieve desired outcomes that
could otherwise not be reached with formal contracts alone especially performance based
compensation contracts. It was interesting that the sub-contruct was regarded by the top
management team in the banks as the second most important component of the organization
culture construct, while it had the second least significant influence on the implementation of
strategy in the banks. This again further demonstrated the earlier observation on misplaced
focus where the top management in the banks considered this component of organization
culture more important while its influence on corporate success was not commensurate.

The study also found that effecting change by energizing the culture of the bank had
significant influence on the implementation of strategy in the commercial banks in Kenya.
This finding supported the assertion by Mollick (2012) and Hitt et al. (2013) that managers
had significantly more impact on effecting change and hence firm performance by integrating
and coordinating the innovative work of others and energizing the culture and fostering
alignment with the organization‘s vision and mission. The respondents also considered this
sub-construct to be the third most important of the five sub-constructs of organization
culture.

Generally, it was also observed that there was a general misplacement of what the top
management in the banks consider as important in the organization culture construct and
what had a positive impact on their effective implementation of the selected strategies. The
components of organization culture that had the strongest impact on their implementation of
strategy were not regarded as the most important while those components that were viewed
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by management as important had the least influence on the implementation of strategy. In
this study, a unique culture that was difficult to imitate and a culture that encouraged pursuit
of entrepreneurial opportunities had the most significant influence on the implementation of
strategy in the banks yet the two sub-constructs were regarded by the top management teams
as the least important of the five sub-constructs that made up organization culture. On the
other hand, a culture that was sensitive to ethical considerations, a culture that complemented
the bank‘s chosen strategy and effecting change by energizing the culture were the three subconstructs that were considered most important by the top management, while the three had
the least influence on the implementation of strategy.
5.3.6 Emphasizing Ethical Practices and Strategy Implementation in the Banks
The sixth research objective was to establish the influence of emphasizing ethical practices
on the effective implementation of strategy in the commercial banks in Kenya. The study
examined the extent to which emphasizing ethical practices in the banks impacted the
effective strategy implementation in the banks. As observed by Hitt et al. (2013) leaders of
organizations that incorporated ethical practices encouraged employees to act ethically in
their actions in implementing the organization‘s strategy. The study found that emphasizing
ethical practices in the commercial banks in Kenya had a significant influence on their
effective implementation of strategy. This finding supported the assertion by Hitt et al.
(2013) that the effectiveness of the processes used in strategy implementation increased when
they were based on ethical practices.

The study found that having methods and procedures in place including reward systems to
recognize acts of courage to report wrong doing had the most significant influence on the
implementation of strategy in the commercial banks in Kenya. This finding supported the
assertion by Hitt et al. (2013) that strategic leaders must put in place methods and procedures
to use in achieving the firm‘s ethical standards, using explicit reward systems that recognized
acts of courage to report wrongdoing and created an environment in which employees were
treated with dignity, and most effective when the actions were taken simultaneously and
mutually supportive. These methods and procedures act not only as a deterrent from errant
behavior but the explicit rewards motivated the employees to help stump out any errant
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behavior. When these actions were not taken, problems arose in the organization including
corruption. The top management teams in the bank considered the sub-construct to be equally
as important of the sub-constructs of ethical practices, as they ranked it as fourth most
important of the sub-constructs.

The study also found that having a code of ethics that was enforced had a significant
influence on the implementation of strategy in the commercial banks in Kenya. The
respondents considered this sub-construct to be the most important of the sub-constructs of
ethical practices in the banks, commensurate with the level of influence it had on the
implementation of strategy. This finding confirmed the observation by Sims & Brinkmann
(2003) that organizations should establish and enforce a code of ethics to encourage ethical
decision making, adding that code of ethics must do more than hang on the wall. This means
that while it is important to have the code of ethics, for it to be effective it must be enforced.
Bishop (2013) noted the importance of having a code of ethics serving as a preventative
measure, regulating behavior of individuals and the organizations to not only guide actions
but also prevent actions that had irreversible consequences. Interestingly, Stevens et al.
(2005) found that senior financial executives made greater use of codes of ethics when they
felt pressure from market stakeholders (customers, suppliers, shareholders) than from nonmarket stakeholders (regulators, government agencies) partly due to the power over resources
that market stakeholders have. This implies that pressure from non-market stakeholders for
accountability may be addressed by merely adopting the codes of ethics and not necessarily
implementing them. The banking sector in Kenya signed the Code of Ethics for Business in
Kenya in May 2016 mainly in reaction to the public anxiety (market stakeholders) following
the collapse of a few banks due to failures in corporate governance leading to panic
withdrawals from the small banks and deposited in the large banks. If this finding by Stevens
et al. (2013) held for the Kenyan banks, they would then have been under pressure having
signed to the code to now enforce it. Nonetheless, Hitt et al. (2013) observed that leaders
were most likely to integrate ethical values into decision making when the organization had a
code of ethics which was integrated into the business through ethics training placing
expectations of ethical behavior on the stakeholders.
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The study further found that the bank‘s work unit members exhibiting collective moral
emotions, like empathy, and group enabled to act collectively ethical, had significant
influence on the implementation of strategy in the banks in Kenya. This finding confirmed
what Arnaud & Schminke (2012) observed that the collective moral reasoning reflected in
ethical climate would translate into ethical behavior when the work unit members exhibit
collective moral emotions and group enabled by collective ethical efficacy to act in line with
that reasoning. The respondents also considered this sub-construct of ethical practices in the
banks as important commensurate with the influence it had on the implementation of
strategy.

The study found that unethical practices evolving to become acceptable had a significant
influence on strategy implementation in the banks. This was in line with the assertion by Hitt
et al. (2013) that when unethical practices evolve they may become acceptable and once
deemed acceptable individuals were more likely to engage in unethical practice to meet their
goals when current efforts to meet them were insufficient. There is a gradual decline in
standards of expectations where the unethical practices become acceptable and soon most
people in the organization are engaging in unethical practices. The respondents ranked it as
an important sub-construct (6th most important of the 10) but not as important commensurate
with its level of influence on the implementation of strategy in the commercial banks.

The study found that positive moral leadership encouraging ethical practices that shape
decision making process and integrate into the culture, had a significant influence on the
implementation of strategy in the banks in Kenya. This finding was aligned to the
observation by Gini (2004) that the ethics of leadership affected the ethics of the workplace
and helped to form the ethical choices and decisions of the workers in the workplace. Culture
always trumps compliance, and the central problem of business is the absence of positive
moral leadership and the neglected development of a moral culture (Gini, 2004). The top
management team in the banks indicated that the sub-construct was the third most important
of the ten sub-constructs of the ethical practices construct, commensurate with its level of
influence on the implementation of strategy in the banks.
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The study further reveals that temptations to act unethically for personal short-term benefits
to the detriment of long term benefits of the organization had significant influence on the
implementation of strategy in the banks in Kenya. This was aligned to Hitt & Collins (2007)
observation that there was potential for firms to develop superior capabilities in recognizing
emerging economic opportunities associated with ethics-related demands of stakeholders and
whereas the firm‘s focus on business ethics could enhance their long term performance,
leaders may be tempted to act unethically for personal short term benefits to the detriment of
the long term benefits of the stakeholders. This temptation was more so given that the ethical
decision making approach may entail no direct economic benefits given that satisfying
minimum ethical standards of stakeholders was unlikely to produce above average returns
(Hitt & Collins, 2007). In fact Bauer et al. (2007) indicated that making ethical decisions
might be laudable but they did not necessarily improve the organization‘s performance.
Without a direct link of ethical decision making and performance, it was therefore easy for
the leaders to bend to temptation for their selfish ends. This temptation to be selfish and act
unethically in the short term had been found to have a significant influence on strategy
implementation in the banks. The respondents in the banks rank this sub-construct of
temptations to act unethically amongst the least important at rank eight out of ten. This
ranking was commensurate with its relative influence on the implementation of strategy in
the banks which was the sixth most significant.

The study also found that mechanisms put in place to check acts of corruption in the bank
had a significant influence on the implementation of strategy in the commercial banks in
Kenya. Pinto et al. (2008) observed that corrupt individual acts left unchecked could spread
to other individuals and magnify in scope and audacity eventually transcending the
individuals and groups and becoming embedded in the very culture of the organization and
industry. The finding on the significance of the mechanisms to check acts of corruption at the
individual, group, organization and even industry was a critical finding. Ashforth et al.
(2008) highlighted control mechanisms for corruption and in particular Lange‘s typology of
corruption control identifying each control mechanism dimension into a quadrant identified
as autonomy reduction, consequence systems, environment sanctioning, and intrinsically
oriented. The recovery process would include reintegrating an institution after the fall, after
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transgressions becoming publicly known, including voluntary disclosure, acceptance of
responsibility and punishment, and substantive change to deter recurrence (Ashforth et al.,
2008). Schwartz (2013) indicated three prerequisites for minimizing illegal or unethical
activity in the organization which were the existence of core ethical values, establishment of
formal ethics program and a continuous presence of ethical leadership. The respondents
similarly ranked the sub-construct amongst the least important at rank seven out of ten,
which was at par with its relative influence on the implementation of strategy in the banks.
The study also revealed that embracing stakeholders‘ ethical concerns in the strategic
decision making process had significant influence on the implementation of strategy in the
commercial banks in Kenya. This finding confirmed the position taken by Hitt & Collins
(2007) that firms with a culture of embracing stakeholders‘ ethical concerns while
incorporating high quality diverse inputs into strategic decision making process, were the
most likely to identify economic opportunities arising from the ethical concerns and thereby
generate growth and profitability. There was therefore room for banks to identify emerging
economic opportunities associated with ethics-related demands of stakeholders (Hitt &
Collins, 2007). The sub-construct was ranked as the eighth most influential out of the ten
sub-constructs yet interestingly the top management team in their responses ranked it as the
second most important of the sub-constructs. This could be an indication of misplaced focus
on what was important, where the respondents considered this sub-construct as the second
most important of the ten sub-constructs while in terms of influence in the implementation of
strategy in the banks, it ranked eighth most significantly correlated.

The study found that the sub-construct of lax expectations on ethical behavior encouraging
opportunistic tendencies in the leaders, did not have a significant influence on the
implementation of strategy in the commercial banks in Kenya. This seemed to contradict the
assertion of Hitt et al. (2013) that when firms have lax expectations in place for individuals
to follow in terms of ethical behavior, leaders tended to act opportunistically and made
decisions that were in their own best interests and not necessarily the organization‘s. If this
were the case then the sub-construct would have had a significant negative influence on the
implementation of strategy in the banks. In line with the level of influence on the
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implementation of strategy, the respondents regarded the sub-construct as least important
amongst the ten sub-constructs.

Finally, the study also found that managers being vigilant when people fell short of targets
did not have a significant influence on the implementation of strategy in the banks and
similarly the top management teams in the banks ranked it as the least important of the ten
sub-constructs. This finding contradicted the findings by Schweitzer, Ordonez, & Douma
(2004) who found that besides motivating constructive effort, goal setting motivated
unethical behavior when people fell short of their goals, as compared to people without
specific goals who were just trying to do their best. Schweitzer et al. (2004) found that the
tendency for unethical behavior was particularly strongest when people fell just short of the
set goals. This finding implied that goal setting in the banks did not necessarily lead to
unethical behaviour when people fell short of their set targets. Similarly in line with the level
of influence on the effective implementation of strategy in the banks, the respondents
considered this sub-construct amongst the least important of the ten sub-constructs, ranking it
ninth.
5.3.7 Establishing balance in Organizational Controls and Strategy Implementation in
the Banks
The seventh research objective was to establish the influence of establishing balance in
organizational controls on the effective implementation of strategy in the commercial banks
in Kenya. The study examined the extent to which establishing balance in organizational
controls in the banks impacted the effective strategy implementation in the banks.
Organizational controls are categorized into strategic and financial controls and are defined
as the formal procedures used by managers based on information to drive organizational
activities (Hitt et al., 2013).

The study found that establishing balance in the organizational controls had a significant
influence on the effective implementation of strategy in the commercial banks in Kenya. This
finding confirmed the assertion by Kaplan & Norton (2001b) that the balancing of the
controls (through the Balanced Scorecard framework) enabled ingredients already existing in
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the firm to be combined for long term value creation. Hitt et al. (2013) noted that firms
jeopardized their long term performance when financial controls, which provide feedback on
outcomes of past actions, were emphasized at the expense of strategic controls, as they did
not communicate drivers of future performance. Higher levels of performance were achieved
by striking balance between strategic controls and financial controls.

The study found that the bank incorporating sustainability issues in its strategy had
significant influence on the implementation of strategy in commercial banks in Kenya.
Sustainability from a financial sector perspective would necessitate a balance between
creating and maintaining long term value for the firm, client and society focusing on the three
dimensions of economic, social, and environment (UNEP, 2015). This finding confirmed the
long held position by the UNEP that to achieve a sustainable business, the strategic leaders
had to achieve the balance between economic returns while ensuring the effects of social
exclusivity and environmental impact were mitigated. The economic returns are mitigated
through the financial controls while the effects of social exclusivity and environmental
impact are mitigated against through the strategic controls. The respondents indicated that the
sub-construct of incorporating sustainability was the second most important of the four subconstructs of organization controls. This showed alignment of focus on what was important
for the success of the organization in achieving its strategic objectives. Customers are
becoming increasingly conscious of the need for sustainability issues and to preserve the
environment for future generations, and inevitably customers will increasingly connect with
service providers who are equally alive to sustainability concerns. Incorporating
sustainability in its strategy would give the institution a competitive advantage to its
customers, increase their market share thereby boost shareholder value and hence corporate
performance. Further there was a growing demand for green products creating major new
markets that the banks incorporating sustainability in their strategies could reap rewards. In
addition, the leaders considered incorporating sustainability issues in the bank‘s strategy as
second most important of the sub-constructs of organization controls, commensurate with the
impact that incorporating sustainability in the strategy had on the implementation of the
strategy.
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The study further found that creating a balance between strategic control and autonomy for
the regional offices had significant influence on the implementation of strategy in the
commercial banks. This finding was particular relevant for the banks that were focused on
the regional expansion given the opportunities that had arisen with the devolution of
government in Kenya with economic activities picking up in the counties away from the
center in Nairobi. In addition Kenyan banks were expanding into the EAC region to take
advantage of the business opportunities that the East African Community has created with
extensions into South Sudan and Ethiopia, through creating subsidiaries in the respective
jurisdictions. This finding confirmed the assertion of Hitt et al. (2013) that integrating
appropriate autonomy for the various sub-units with strategic control enabled the sub-units
gain a competitive advantage in their respective markets. This was because the balance
allowed them the flexibility necessary to take advantage of specific market place
opportunities, which were often unique for the specific region needing unique approaches.
However strategic control was needed to enable sharing of resources amongst the
interdependent business units (branches in the counties or sub-subsidiaries outside Kenya)
within the bank‘s portfolio. Hitt et al. (2013) concluded that strategic leadership therefore
promoted simultaneous application of strategic control and autonomy. The top management
teams in the banks considered this sub-construct important commensurate with its level of
influence in the implementation of strategy in the banks.

The study further found that the use of a strategic tool like the Balance Scorecard to achieve
a balance between strategic controls and financial controls had a significant influence on the
implementation of strategy in the commercial banks in Kenya. This finding confirmed the
positions recommended by Kim et al. (2013), and Hitt et al. (2013). Kim et al. (2013) noted
that financial controls produced short term risk averse decisions while strategic controls
enabled managers take decisions incorporating acceptable levels of risk, and it was important
to balance the use of strategic and financial controls. Hitt et al. (2013) identified the Balance
Scorecard as one such tool that strategic leaders used to achieve the required balance. This
finding supported the finding of Friesl & Silberzahn (2012) in the study to establish
collaborative strategies between the headquarter and the country subsidiaries for a
multinational enterprise, where local interests focused on financial controls while global
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interests focused on strategic controls, hindering pursuit of a global harmonized strategy. The
balance scorecard was used to reduce strategic decoupling by breaking down the global
targets to subsidiary level, which created incentives for collaboration amongst the
subsidiaries thus achieving a global harmonized strategy. The use of a strategic tool to help
achieve the balance in the use of financial controls and strategic controls was thus found to
significantly influence the effective implementation of strategy in the commercial banks in
Kenya. It was interesting that the respondents consider the use of a strategic tool to achieve
the balance as the most important of the four sub-constructs of organization controls, while
its level of significance in the influence on strategy implementation was high but not the
highest, ranking as the third most significant.

Finally, the study found that emphasizing strategic controls over financial controls had no
influence on the implementation of strategy in the banks in Kenya. The respondents similarly
considered this emphasis on strategic controls as the least important of the sub-constructs of
organizational controls. This finding was contrary to the position advocated for by Rowe
(2001) that strategic leaders fought against the constraining influence of financial controls
and fought for the exercise of strategic and financial controls, with the emphasis on the
strategic controls. This finding showed that for the commercial banks in Kenya, emphasis on
the strategic controls had no influence on the implementation of the selected strategy for the
bank.

5.3.8 Environmental Complexity (Moderating Variable) and Strategy Implementation
in the Banks
The eighth objective of this study was to investigate the moderating effect of the
environmental complexity on the relationship between strategic leadership actions on the
effective implementation of strategy in the commercial banks in Kenya. The study examined
the extent to which environmental complexity factors impacted the effective implementation
of strategy in the banks. The factors considered were legislative changes, regulatory changes,
actions by other players, macroeconomic factors, and geo-political developments.
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The study found that the environmental complexity factors did not have an influence on the
effective implementation of strategy in the commercial banks in Kenya. This finding enabled
the study of the relationships proceed with the knowledge that the causal relationship
established was not moderated by any environmental complexity factors that would
otherwise have had to be controlled for, to take care of their impact on the causal relationship
between the strategic leadership and the implementation of strategy in the banks in Kenya.

5.3.9 The Composite Effects of the Independent Variables and the Moderating
Variable on Strategy Implementation
The general objective of the study was to investigate the influence of strategic leadership in
the effective implementation of strategy in the banking sector in Kenya. The study examined
the composite effect of all the strategic leadership actions on the implementation of strategy
while controlling for the effects of the environmental complexity factors in the commercial
banks in Kenya.
The study revealed that determining strategic direction and establishing balance in
organization controls are the actions characteristic of strategic leadership that had significant
positive influence on the implementation of strategy in the commercial banks in Kenya. This
finding would imply that of the various actions that characterize strategic leadership,
management in the commercial banks need to focus on setting strategic direction and then
putting the balance in place between the financial controls that measure performance against
quantitative standards and strategic controls that verify whether the firm was using
appropriate strategies given its core competences and the external environment. In a
composite environment the other five strategic leadership actions: core competences, human
capital, social capital, organizational culture and ethical practices had no significant influence
on the implementation of strategy in the commercial banks.
5.4
Conclusions
The study has drawn a number of conclusions based on the research objectives. For each
objective tested, the research concluded that all the seven research questions were valid
except the research question on the moderating variables which was not valid. The null
hypotheses were accepted in all the seven cases, except the null hypothesis on the moderating
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variable which was rejected. However when the composite model was run, the significant
predictor variables were Strategic Direction and Organization Controls, and they together
explained most of the difference in the outcomes in the respondents‘ scores about the
implementation of strategy in the commercial banks in Kenya, with Strategic Direction have
a slightly more powerful impact on the implementation of strategy based on their p-value
results. The other five variables, Core Competencies, Human Capital, Social Capital,
Organization Culture, and Ethical Practices explained the least of the difference and were not
considered statistically significant at the composite level. The moderating variable was also
not statistically significant at the composite level.
5.4.1 Strategic Direction and Strategy Implementation
The study concluded that determining strategic direction had a significant influence on the
implementation of strategy in the commercial banks in Kenya, with all the five subconstructs having a strong correlation with strategy implementation. Having a clearly defined
and understood vision/mission/strategic intent had the most significant influence on strategy
implementation and top management team in the banks also considered the sub-construct as
most important. The other sub-constructs that had significant influence on strategy
implementation were the CEO‘s personality, facilitating mean-making, management
commitment to status quo, and use of incentive compensation. The study found a strong
correlation between the tendency for CEO and the TMT to commit to status quo and the
positive financial performance of the bank over the last 5 years, which supported the
assertion by Hitt et al. (2013) that this phenomenon (commitment to status quo) was common
to firms that had either performed well in the past or had long serving CEOs. The correlation
with the length of CEO‘s service was not tested and could thus be tested in another study.
The study further concluded that there was a tendency for management to over-emphasize
the importance of some sub-constructs not warranted by the level of significance in the
influence on the implementation of strategy, and vice-versa to place less importance on subconstructs that significantly influence the implementation of strategy. On this aspect, the
study concluded that the CEO‘s personality being inclined to change was over-emphasized at
the expense of the bank‘s use of incentive compensation for top management.
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In view of the interwoven nature of strategic leadership actions, a stepwise regression
revealed that strategic leadership had a significant influence on strategy implementation after
taking into account the interplay amongst the other six actions that characterize strategic
leadership.
The study also concluded that the level of experience of the management team for banks in
Kenya was more important for setting the strategic direction than the other demographic
factors like the academic attainment, gender, or age.
5.4.2 Core Competencies and Strategy Implementation
The study concluded that exploiting and maintaining core competencies had a significant
influence on the implementation of strategy in the commercial banks in Kenya, with all the
four sub-constructs having a strong correlation with strategy implementation. Encouraging
sharing of resources across the bank‘s units was the most significant influence on the
implementation of strategy and likewise the top management teams consider the subconstruct the most important of the four sub-constructs. The other sub-constructs that had a
significant influence on the implementation of strategy were: building new capabilities into
core competencies, leveraging its resources, core competencies understood at strategy
formulation and emphasized at strategy implementation.

Generally all the four sub-

constructs had strong correlations with strategy implementation but the sharing of resources
exhibited the strongest correlation followed by building new capabilities into core
competencies, then leveraging resources and least was core competencies understood at
strategy formulation and emphasized at strategy implementation.
5.4.3 Human capital and Strategy Implementation
The study concluded that developing human capital had a significant influence on the
implementation of strategy in the commercial banks in Kenya, with leveraging human capital
for competitive advantage, and the leaders‘ involvement in the learning experience being the
two most significantly correlated with strategy implementation followed by use of effective
training and development programs to form core competencies and investment in human
capital to expand knowledge. For the commercial banks in Kenya, the sub-construct of
learning more from failure than success had no influence on the implementation of strategy
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possibly due to the routine nature of most bank work, a situation that might change soon with
the advent of non-conventional competition forcing innovation. Similarly, downsizing that
led to reduction in the level of investment in training and development of human capital had
no influence on implementation of strategy, contradicting the finding by Nixon et al. (2004)
on US-based firms according to which downsizing leading to reduction in the level of
investment in training and development would have had a negative impact on performance or
strategy implementation, the case for this study.
5.4.4 Social Capital and Strategy Implementation
The study concluded that developing social capital had a significant influence on the
implementation of strategy in the commercial banks in Kenya, with the sub-construct of
having strong social capital for pursuit of new opportunities while reinforcing existing
advantages being the most significantly correlated followed by relational capital being useful
in regionalization of services. Also having a significant correlation with strategy
implementation is managerial ties (inter-personal connections) inducing motivation and thus
innovation.
The study concluded that having a strong social capital base to go regional did not influence
strategy implementation in the Banks. Interestingly it was this sub-construct which had the
least influence on strategy implementation that was considered by the top management team
as most important, which was an indicator of misplaced priority in which the least influential
of the four sub-constructs in implementation of strategy was regarded as the most important
by the top management.
5.4.5 Organization Culture and Strategy Implementation
The study concluded that sustaining an effective organization culture had a significant
influence on the implementation of strategy in the commercial banks in Kenya, with all the
five sub-constructs being significantly correlated with strategy implementation.
The study concluded that having a unique culture that was difficult to imitate and that
encouraged innovation was the most significantly correlated sub-construct followed by a
culture that encouraged pursuit of entrepreneurial opportunities. Though significantly
correlated in their own right but ranking much weaker than the top two were the three sub-
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constructs of: culture being sensitive to ethical considerations, culture that complements
bank‘s strategy, and managers coordinating the innovative works of others. Interestingly the
two sub-constructs that had the most significant influence on the implementation of strategy,
were regarded by the top management teams in the banks as the least important, whereas the
three sub-constructs that had the least significant influence on strategy implementation were
considered by the top management team as the most important.
5.4.6 Ethical Practices and Strategy Implementation
The study concluded that emphasizing ethical practices in the banks had a significant
influence on the implementation of strategy in the banks in Kenya, with eight of the ten subconstructs each being strongly correlated with strategy implementation.
The study concluded that having methods and procedures in place including reward systems
to recognize acts of courage to report wrong doing was the sub-construct that had the most
significant influence on the effective implementation of strategy in the banks. This was
followed by having a code of ethics that was enforced. The two sub-constructs could be selfreinforcing if the code of ethics which should be strongly enforced were to include methods
and procedures to recognize courageous acts of reporting wrongdoing. The other subconstructs found to have significant influence on the implementation of strategy were:
exhibiting collective moral emotions, unethical practices becoming acceptable, positive
moral leadership shaping decision making process, temptations to act unethically for shortterm gain, mechanisms in place to check acts of corruption, and embracing stakeholders‘
ethical concerns in strategic decision making process.
The study also concluded that lax expectations on ethical behavior encouraging leaders to act
opportunistically for personal gain did not significantly influence the implementation of
strategy in the banks. Similarly, the study concluded that managers being vigilant when
people fell short of targets did not significantly influence the implementation of strategy in
the banks. These two sub-constructs with least influence on strategy implementation were
also considered the least important of the ten sub-constructs by the top management teams in
the banks.
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5.4.7 Organizational Controls and Strategy Implementation
The study concluded that establishing balance in the organizations controls in the banks had
significant influence on the implementation of strategy in the commercial banks in Kenya,
with three of the four sub-constructs of organization controls being strongly correlated with
strategy implementation.
The study concluded that incorporating sustainability issues in the bank‘s strategy is the subconstruct that had the most significant influence on the implementation of strategy in the
commercial banks, followed by creating a balance between strategic control and autonomy
for the regional offices. The study also concluded that using a strategic tool to achieve the
balance of organization controls had a significant influence on implementation of strategy in
the banks.
In view of the interwoven nature of strategic leadership actions, a stepwise regression
revealed that balance in controls had a significant influence on strategy implementation after
taking into account the interplay amongst the other six actions that characterize strategic
leadership.
The study further concluded that emphasizing financial controls over strategic controls had
no significant impact on the implementation of strategy in the commercial banks in Kenya.
5.5

Recommendations

This study used seven actions that characterize strategic leadership and found that all the
seven strategic leadership actions strongly influence the implementation of strategy in the
commercial banks in Kenya. The recommendations are provided as suggestions for
improvement on the existing practice and suggestions for further research arising out of this
study.
5.5.1 Suggestions for Improvements
The study makes number of recommendations in the section that follows.

279

5.5.1.1 Strategic Direction and Strategy Implementation
In reference to the findings and conclusions on the influence of determining strategic
direction on strategy implementation in the bank, it is recommended that the banks invest in
having a clearly defined strategic plan with a well-articulated vision, mission and strategic
intent in the plan and this plan should be well understood by all staff at all levels. It is good
to have a well-defined vision, mission, and strategic intent but more important to ensure all
staff at all ranks understand the vision/mission/strategic intent very well. This could be
achieved by getting them involved in

the strategy formulation, so that the

vision/mission/strategic intent is well understood and internalized at that stage, and thereafter
more effectively applied during the strategy implementation stage.
Banks in Kenya should use incentive compensation for the top management team in order to
align management action to the effective implementation of its selected strategy hence the
bank‘s performance. The banks listed on NSE could put into consideration the use of stock
options tradeable on the NSE. The banks could vary the vesting period so that the vesting is
linked to the long-term performance to prevent long-term viability of the bank being
sacrificed for the short term performance of the institution to which the incentive is linked.
This would encourage good performance aligned to the bank‘s strategy and especially for the
talented management staff.
Management in the banks should invest resources in enabling staff make meaning out of the
changes that are necessary to achieve the envisioned future, which can be achieved through
adequate and appropriate communication. By facilitating meaning-making, they could be
converted from resisting change to champions of the implementation of change. Managers
can achieve this meaning making of changes through the mechanism of effective
communication.
It is further recommended that the top management in the banks in Kenya should avoid
complacency, abandon their commitment to the status quo, and walk into the unknown,
taking risks that would eventually pay off. The past performance may be good but the banks
will not continue replicating the past performance if they do not reinvent and venture into
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new markets, new products, new channels of distribution, and close the financial inclusion
gap, which is now a national agenda in Kenya.
Having found that CEO‘s personality being inclined towards initiation of strategic change
and performance effects of strategic change implementation has significant influence on
strategy implementation in the banks in Kenya, it recommended that the boards of these
banks take cognizance of this at the stage of hiring the CEO. Personality tests should be part
of the hiring procedure to ensure that the hire‘s personality is inclined to initiate strategic
changes and follow through the implementation of these changes.
5.5.1.2 Core Competencies and Strategy Implementation
To enable banks leverage their core competencies, banks should encourage sharing of
resources across its units, functionally, geographically and even across the border for those
with subsidiaries in the EAC region. For example, most of the back office processing work
could be performed centrally at a shared service center, which can be located at a central
point in the country and could even serve the subsidiaries located outside Kenya within the
EAC countries and beyond. The organization structures could, for instance, be such that it
allows sharing of specialized skills across the functions, without the need for each unit to
acquire and own its resources. This would increase efficiency by leveraging on the resources
within the group without resorting to external resourcing which comes at an extra cost.
It is recommended that the banks allocate resources towards building new capabilities, which
develop into core competencies. This was found to be strongly aligned to implementation of
strategy. These new capabilities could be in the areas of ICT infrastructure, human capital,
and social capital. Banks would need to invest in ICT platforms that give them leverage over
the non-bank competitors that are pushing to take a slice of their market share or even exploit
the uncontested market that the existing players have yet to access out there. The current
initiative by the banking industry of building a switch to enable the clearing and settlement of
payments so that account to account payment by customers could be effected online in real
time any time of the day, is a good example and more of such should be encouraged. Similar
capability building initiatives could be developed at the individual bank level, which if
unique, the capability develops into a core competency which generates competitive
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advantage over its competitors within the industry and outside. Other unique capabilities
could be identified in the human capital and social capital space that could be developed into
core competencies.
From the findings and conclusions of this study, it is recommended that the banks do
leverage resources by accumulating, combining and exploiting the resources. Having
resources is important but putting the resources to good use through leveraging is more
important. In this case resources would include the physical resources, infrastructure, human
capital, and the intangibles. The resources should be organized into capabilities and then the
bank structured so that the capabilities can be leveraged into core competencies to create the
competitive advantage over its competitors.
It is also recommended that the core competences be understood at the strategy formulation
stage so that these can be emphasized at the strategy implementation stage for effective
strategy implementation. When the core competencies are well understood at the strategy
formulation stage, the strategies are carefully selected to leverage on these core competencies
so that the bank ‗plays to its strengths‘ and these core competencies are then emphasized at
implementation. It also becomes more effective to enter into partnerships in which the bank
leverages on the partner‘s core competencies that it (the bank) does not have. For instance,
there are many such opportunities that are opening up in the mobile payment space in Kenya.
5.5.1.3 Human Capital and Strategy Implementation
It is recommended that banks invest in leveraging the human capital resources to develop the
necessary competitive advantage and create value for the shareholders. It is important to
acquire the appropriate human capital required for the effective implementation of its
strategy but more important to put to good use the human capital resource. This is achieved
by leveraging through accumulating, combining, and exploiting.
It is recommended that the leaders in the banks be involved in the learning experience of the
staff below them, whether success or failure. The leader‘s involvement enhances learning
value which helps their perception of psychological safety in the case of failure or group
success experience in the case of success. In today‘s complex organizations, failure is
inevitable and at times it may be encouraged as a discovery process, while success is always
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encouraged because it signifies achievement of goals. In both cases the involvement of the
leader is very important as it enhances the learning value.
It is recommended that the banks employ effective training and development programs that
contribute positively to the banks‘ efforts to form core competencies. These training and
development programs help leaders build the knowledge and skills required to perform the
tasks associated with the other leadership actions analyzed in this study. Some banks already
have their internal training centers, some rely on established training institutions in the
industry like the Kenya School of Monetary Studies (KSMS), Kenya Institute of Bankers
(KIB) while others rely on external training service providers. What is important however is
to select the training and development programs that contribute positively to the bank‘s
efforts to form core competencies, so they should be appropriate and relevant for each of the
groups selected to undergo training. It is therefore imperative that the banks invest in human
capital through training and development programs to create a workforce capable of
continuous learning which when combined with the expanding knowledge base results in an
unbeatable competitive advantage.
The study finds that there isn‘t more learning from failure than success and concludes that
the respondents view the nature of their work as more of routine and less of the complex or
the frontier type (i.e. on the cutting edge of innovation) hence failure considered as
preventable and therefore not tolerated. This perception needs to change to confront the
changing environment where success for the banks will be based on reinventing themselves
and finding new innovative solutions, thereby shifting the nature of their work more towards
complexity and the intelligent-type to be at the forefront of innovation which requires more
tolerance to failure.
Towards the end of the year 2016 and early 2017, a number of commercial banks announced
plans to reduce work force in response to the evolving macroeconomic environment. This is
a rational decision of matching the workforce to the available production demand. This study
found that downsizing does not lead to reduction in the level of investment in training and
development of human capital, contrary to studies elsewhere. It is therefore recommended
that at this time when the remaining staff after downsizing need retooling to acquire the
necessary skills in view of the reduced slack and the fact that they assume additional roles
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and positions, the banks should enhance their investment in the training and development
programs.
5.5.1.4 Social Capital and Strategy Implementation
Based on the findings and conclusions of this study, it is recommended that the banks invest
in strong social capital to enable the banks pursue new opportunities while reinforcing
existing advantages hence able to develop multiplicity of capabilities to exploit opportunities
and respond to threats. Strong social capital would enable the bank search for new
opportunities while at the same time reinforcing existing advantages (i.e. ambidexterity).
This can be facilitated by the CEOs who could develop extensive business related
connections, including in the public sector and government, improving their standing in the
social network which would enable access to rich and reliable information, which when
shared with the rest of the top management teams creates a very strong social capital asset.
Membership in the social and membership clubs is a key avenue through which to build the
contacts.
For those banks that are either expanding their branch network in Kenya or setting up
subsidiaries outside Kenya, it is recommended that they invest in building relational capital,
which was found in this study to be essential for their regionalization of services.
It is also recommended that the top management teams in the banks develop managerial ties
through interpersonal connections as this was found to strongly influence strategy
implementation. Managerial ties motivate staff to be innovative thereby creating a
competitive advantage hence superior performance.
5.5.1.5 Organizational Culture and Strategy Implementation
From the findings and conclusions of the study, it is recommended that the individual banks
develop a unique culture that is difficult to imitate and that encourages strategic thinking. If it
is not unique then it is imitable and would no longer be a competitive advantage as other
entities could build the same.
It is recommended that the banks develop a culture that encourages pursuit of entrepreneurial
opportunities, which is a vital source for growth and innovation. The organization is likely to
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achieve success when the employees have an entrepreneurial disposition, which allows them
to exploit current competitive advantages while exploring opportunities to develop future
competitive advantages. The banks should shed the perception of the work being routine in
nature and develop an entrepreneurial culture that prides in new ideas and creativity,
tolerating failure as failure is the hallmark of entrepreneurship, encourage calculated risk
taking and learn lessons therefrom, embrace innovations and generally champion continuous
change. This is the path to growth and great value addition to the shareholders.
It is further recommended that the banks develop a culture that is sensitive to ethical
considerations, accompanied by good example setting by those in leadership positions, and
minimizes the development of a corner cutting culture. It is imperative that the corporate
leaders are sensitive to setting good examples for the led to emulate as this sets the culture in
the bank.
It is also recommended that practices in the bank are tailored into a culture that complements
the bank‘s chosen strategy. For the culture to be aligned to the strategy, it must be such that it
accommodates and even encourages strategic change that will inevitably accompany
effective strategy implementation, integrates and coordinates the innovative work of others,
and fosters alignment to the organization‘s vision and mission.
In matters organization culture, the study revealed that there is a general misplacement of
what top management consider as important and what really matters for the effective
implementation of strategy. It is recommended that the top management do place importance
on the actions that strongly influence the achievement of their goals through effective
implementation of strategy. In view of the level of influence on the implementation of
strategy, top management teams in the banks should focus on inculcating a unique culture
that is difficult to imitate and a culture that encourages pursuit of entrepreneurial
opportunities as the most important components of their culture build up, while relegating
sensitivity to ethical considerations, coordinating others‘ innovative work, culture that
complements strategy to important but not as important as the first two components
mentioned above.
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5.5.1.6 Ethical Practices and Strategy Implementation
It is recommended that the banks have methods and procedures in place including reward
systems to recognize acts of courage in reporting wrongdoing. Although anonymous
reporting of wrongdoing through whistleblowing mechanisms tries to keep the reporter
unknown, the banks could still encourage such acts by developing recognition mechanisms
that are made known to the rest of the staff so that there is motivation to report any wrong
doing as part of the organization‘s culture.
It is also recommended that the banks should develop and enforce their own codes of ethics.
It is not just enough to have a code of ethics that guides the organization‘s decision making
process but it is also even more important that the code of ethics is enforced. This should be
supplemented by focused ethics training. Currently banks have the obligation to adhere to the
Code of Ethics for Business in Kenya which the Kenya Bankers Association (KBA) signed
and committed all the banks to adhere to. Banks have the option of developing their own
much tighter code of ethics to which they must nonetheless commit to implement.
Given that unethical practices, if left unchecked, do evolve to become acceptable, it is
recommended that the banks put focus on positive moral leadership that would shape the
decision making process and integrate this into the culture of the bank. The challenges that
the banking sector has gone through in 2016 leading to three of the banks being put under
receivership, with one already in liquidation, could be attributed partly to failed moral
leadership at the institutions. Emphasis on positive moral leadership in the banks could avert
a similar crisis in future. Compliance to regulations outlined by the regulator and government
will not guarantee ethical decision making, but a moral culture in the organization will, hence
the recommendation that the banks should develop positive moral leadership to encourage
ethical practices in the banking sector.
Given the fact that ethical decision making approach may entail no direct economic benefits,
there is temptation to act unethically for personal short-term gain at the expense of the long
term benefits to the organization. Without a direct link of ethical decision making and
organization‘s performance, it is easy for the leaders in the banking sector to bend to
temptation to act unethically for personal gain. Mechanisms should therefore be put in place
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to check unethical acts including corruption either by individuals or groups (i.e. functions,
departments for instance procurement unit) or the entire bank. As noted in this study,
measures to minimize unethical conduct would entail existence of core ethical values,
establishment of a formal ethics program and the continual presence of ethical leadership.
Arising from the findings and conclusions of this study, it is recommended that banks should
embrace stakeholders‘ ethical concerns in their strategic decision making process. Banks that
identify high quality diverse inputs while adopting a culture of embracing stakeholders‘
ethical concerns, are most likely to identify opportunities arising out of the ethical concerns
and create value for the shareholders. Banks should therefore focus on identifying emerging
economic opportunities associated with the ethics related demands of the stakeholders.
5.5.1.7 Organizational Controls and Strategy Implementation
It is recommended that the banks incorporate sustainability issues in their strategy
formulation process by striking a balance between economic, social and environmental
dimensions. The banks‘ leadership must strive to achieve the balance between economic
returns while ensuring that the effects of societal exclusivity and environmental impact are
mitigated. The economic returns are mitigated through financial controls while social
exclusivity and environmental impact are mitigated through the strategic controls. Given the
fact that customers are becoming increasingly conscious of sustainability concerns and the
need to utilize the current resources sustainably and preserve for future generations, they will
connect with service providers who are equally aligned to the sustainability agenda.
Incorporating sustainability issues in their strategy will give the banks a competitive
advantage to gain market share and boost their corporate performance. Banks should
therefore take leadership in developing green products to take advantage of the growing
market for green products. The products could range from resource mobilization through
green bonds to investment in green investment products like renewable energy sources,
including the banks‘ own practices (limiting greenhouse gas emissions, conservation of
energy, use of green buildings).
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It is also recommended that especially for the banks that are focused on regional expansion
either within Kenya through branch expansion or outside Kenya through establishment of
subsidiaries, the banks should create a balance between strategic control and autonomy. The
balance allows flexibility to take advantage of opportunities that arise unique to those
markets, while sharing resources amongst the interdependent business units within the bank‘s
portfolio. Strategic leadership should be demonstrated through simultaneous application of
strategic control and autonomy for the various sub-units.
It is further recommended that the banks should use a strategic tool, the Balance Scorecard
being one such example, to achieve the balance between strategic controls and financial
controls. The balance scorecard can be used to reduce strategic decoupling and achieve
global harmonized strategy especially for the banks that have subsidiaries operating outside
Kenya where they find themselves having to balance the local interests against the global
targets set by the parent in Kenya.
5.5.2 Suggestions for Further Research
In view of the findings and conclusions described in the sections above, the study has
identified areas that are suggested for further research and are covered here below. The
findings of the study are useful and contribute to the empirical literature on the subject of
strategic leadership and strategy implementation, it has some limitations arising from the
scope and the research methodology.
The research design was such that the questionnaire was only sent to members of the top
management teams in the banks. A study that includes the other staff in the bank below the csuite and the members of the boards of directors would have enriched the study by
incorporating the input of these important groups of stakeholders that also play a role in the
implementation of strategy in the commercial banks in Kenya. Extending the target
population to below the c-group would have entailed getting participation of staff in the
branches away from Nairobi which would have possibly generated different outcomes
especially on the constructs of human capital, organization culture and ethical practices.
Inclusion of board members would have added new perspectives and possibly different
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outcomes especially on the constructs of strategic direction, core competencies, and
organization controls.
The cross sectional design of this study limited the ability to draw hard conclusions about the
direction of causality on the variables studied. For instance, banks that are good at
implementation of their selected strategies may be better at hiring staff who have inclination
towards ethical practices. Future research could use longitudinal design set up to address this
limitation and draw specific conclusions on the direction of causality.
In this study, an instrument was designed to enable collection of primary data to measure
constructs generated from strategic leadership actions and for strategy implementation from
the Balance scorecard framework. Another instrument was developed for collecting the
secondary data used in the development of the strategy implementation composite variable.
These instruments could be tested and adopted for use in other contexts, other sectors, or
other regions where some attributes may be different from those used for the banking sector
in Kenya.
From the literature review it was indicated that the tendency to be committed to status quo
thereby avoiding any actions considered risky, which leads to low performance was a
phenomenon that was associated with entities that have had a long period of good
performance in the past or with a long serving CEO. In this study, the correlation between
tendency to be too committed to status quo and good past performance was established.
Future studies could attempt to establish the correlation of length of service of the CEO with
the tendency to be too committed to the status quo. It would be interesting to further establish
any correlation between the commitment to status quo and the CEO exit as Hitt et al. (2013)
indicated.
The findings and conclusions are dependent on the approach adopted. The research design
using the quantitative approach was adopted for this study. Future research could adopt a
mixed quantitative and qualitative approach and compare and contrast the findings to the
findings generated from this quantitative approach.
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APPENDICES
Appendix 1: List of Licensed Banks in Kenya as at 31 December 2015
1 ABC Bank
2 Bank of Africa
3 Bank of India
4 Bank of Baroda
5 Barclays Bank of Kenya
6 CFC Stanbic Bank
7 Chase Bank
8 CitiBank
9 Commercial Bank of Africa
10 Consolidated Bank of Kenya
11 Co-operative Bank of Kenya
12 Credit Bank
13 Development Bank of Kenya
14 Diamond Trust Bank
15 Dubai Bank
16 EcoBank
17 Spire Bank Ltd (formerly Equatorial)
18 Equity Bank Group
19 Family Bank Ltd
20 Fidelity Bank Ltd
21 GT Bank
22 First Community Bank
23 Giro Commercial Bank
24 Guardian Bank
25 Gulf African Bank
26 Habib Bank A.G. Zurich
27 Habib Bank Ltd
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28 Housing Finance (HFC)
29 Imperial Bank
30 I&M Bank Ltd
31 Jamii Bora Bank Ltd
32 Kenya Commercial Bank
33 Sidian Bank (K-rep)
34 Middle East Bank
35 National Bank of Kenya
36 NIC Bank
37 M Oriental Bank Ltd
38 Paramount Bank Ltd
39 Prime Bank
40 Standard Chartered Bank
41 Transnational Bank
42 UBA
43 Victoria Commercial Bank
Source : Central Bank of Kenya (2017)

309

Appendix 2: Construct Measurement Matrix

Construct
/Variable

Definitions

Strategic
Direction
(SD)

Strategic
direction
involves
specifying the
vision and the
strategy or
strategies to
achieve this
vision over time
(Hitt et al.,
2013).

Hypot Item/ Measures
hesized
Relatio
nship
SD→S (1) Clear Vision/ mission/
I
strategic intent

(2) CEO‘s personality

(3) Management facilitates
meaning making of
changes

Support
Literature/Autho
rs
Hitt et al. (2013);
Hagen et al.
(1998); Pearce &
Robinson (2011);
Lipton (1996)
Herrmann &
Nadkarni (2014);
Boal & Hooijberg
(2000); Hitt et al.
(2013)
Sonenhein &
Dholakia (2012)
Hitt et al. (2013)

Core
Competen
cies (CC)

Human
Capital
(HC)

Core
competencies are
capabilities that
serve as a source
of competititve
advantage for a
firm over its
rivals, which are
developped over
time as firms
learn from the
results of the
competitive
actions and
responses taken
during the
process of
competing with
rivals (Hitt et al.,
2013).
Human capital
(HC) refers to
the knowledge

CC→S
I

HC→S
I

(4) CEO and TMT not
committed to status quo
(5) TMT compensation
aligned to strategy
implementation
(1) Sharing of resources
across units
(2) Possessing resources not
enough but leverage
resources by
accumulating, combining,
and exploiting them
(3) Competencies understood
at formulation and
emphasized at
implementation
(4) Resources allocated to
new capacity building
which become core
competencies

(1) Exploit HC resources to
develop competitive
advantage and create
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Wowak &
Hambrick (2010).
Lear (2012); Hitt
et al. (2013)
Sirmon, Hitt and
Ireland(2007)
Hitt et al. (2013)
Hitt et al. (2013)

Hitt et al. (2013);
Lear (2012);
Grant (1991)

and skills of a
firm‘s entire
workforce (Hitt
et al., 2013).

Social
Capital
(SC)

Organizati
onal
Culture
(OCu)

value
(2) Use training and
development programs to
form core competencies
(3) Adequate investment in
HC to produce expanding
knowledge for strategic
success
(4) There is more learning in
failure than success
(5) The leader is involved in
the learning experience

(6) Level of investment in
training and development
of HC increases during
periods of downsizing
Social capital
SC→SI (1) Managerial ties
(SC) is the
(interpersonal
goodwill
connections) induce
available to
motivation, is a source
individuals or
for competitive
groups whose
advantage and superior
source lies in the
performance.
structure and
(2) Strong SC to reinforce
content of the
existing advantages while
actor's social
developing multiple
relations and its
capabilities to exploit
effects flow from
new opportunities and
the information,
respond to threats.
influence, and
(3) Relational capital useful
solidarity it
for regionalization
makes available
to the actor
(4) Strong SC enables
(Adler & Kwon,
organizations that are
2002).
going international, or
regional achieve high
performance.
Organizational
OCu→ (1) Culture is unique,
culture is the
SI
difficult to imitate and
complex set of
encourages strategic
ideologies,
thinking to create
symbols and
competitive advantage
core values that
are shared
(2) Culture encourages
througout the
pursuit of entrepreneurial
firm and
opportunities, vital for
influence how
growth and innovation
the firm
(3) Negative examples by
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Hitt et al. (2013);
Zhou & Li (2012)
Holcomb et al.
(2009); Hatch &
Dyer (2004)
Hitt et al. (2013)
Hirak et al.
(2012); Zheng et
al. (2013)
Nixon et al.
(2004)
Gao et al. (2008)

Cao et al.(2010);
Alexiev et al.
(2010)

Dyer & Singh
(1998); Hitt et al.
(2006)
Hitt et al. (2006)

Hitt et al. (2013);
Klein (2008);
Barney (1986);
Schneider et al.
(2013); Goldman
& Casey (2010)
Hitt et al. (2013);
Klein (2008)
Langvardt (2008);

conducts
business (Hitt et
al., 2013)
(4)

(5)

Ethical
Practices
(EP)

Ethical practices
are defined as
practices based
on moral
standards of
what is good or
right behaviours
(McCann &
Holt, 2009).

EP→SI (1)

(2)

(3)

(4)

(5)

(6)

leaders and little
sensitivity to ethical
considerations result into
corner cutting culture
Effecting change by
managing, coordinating
innovative work of
others, energize culture,
fostering alignment with
vision and mission
Organizations need to
tailor practices into
culture that complements
chosen strategy
Work-unit members
exhibit collective moral
emotions (e.g. empathy)
and group enabled to act
collectively ethical.
Unethical practices
evolve to become
acceptable and
individuals then engage
in them to meet goals
when current efforts are
insufficient
Managers are vigilant
when people fall short of
targets as goal-setting
motivates unethical
behaviour when people
fall just short of goal
Positive moral leadership
encourages ethical
practices shaping
decision making process
and integrate into the
culture.
Lax expectations on
ethical behaviour
encourages leaders to act
opportunistically and
make decisions in their
best interests, not
organization‘s.
The organization
embraces stakeholders‘
ethical concerns in the
strategic decision making
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Kuenzi &
Schminke (2009)
Mollick (2012);
Hitt et al. (2013)

Klein (2008)

Arnaud and
Schminke (2012)

Hitt et al. (2013)

Schweitzer,
Ordonez, &
Douma (2004)

Pearce (2013)

Hitt et al., (2013)

Hitt and Collins
(2007)
Hitt and Collins
(2007)

process.
(7) There are temptations to
act unethically for the
personal short term
benefits to the detriment
of long term benefits of
stakeholders.
(8) There is a code of ethics
that is enforced.

Organizati
onal
Controls
(OCo)

Controls are the
OCo→
formal,
SI
information
based procedures
used by
managers to
maintain or alter
patterns in
organizational
activities.
Organizations
use both
strategic controls
and financial
controls to
support the
implementation
of their strategies
(Hitt et al.,2013).

(9) There are methods and
procedures in place
including reward systems
to recognize acts of
courage to report
wrongdoing.
(10) Mechanisms are in
place to check acts of
corruption by individuals
or groups or the whole
organization.
(1) A strategic tool (e.g.
Balance Scorecard) is
used to balance between
strategic controls and
financial controls in
management of
institution.

(2) There is a balance
between financial
controls (provide
feedback about outcomes
of past actions) and
strategic controls (which
focus on drivers of future
performance).
(3) Leadership has created a
balance between strategic
control and autonomy for
the regional offices
(branches located away
from headquarters for
local branches and
subsidiaries for regional
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Sims &
Brinkmann
(2003); Bishop
(2013); Stevens et
al. (2005); Hitt et
al. (2013)
Hitt et al. (2013)

Ashforth et al.
(2008); Pinto et
al. (2008); Hitt et
al. (2013)

Kim et al. (2013);
Hitt et al. (2013);
Kaplan & Norton
(1992); Friesl &
Silberzahn
(2012); Kaplan &
Norton (2001a);
Kaplan & Norton
(2001b)
Hitt et al. (2013);
Rowe (2001);
Hoskisson et al.
(2005); Xia & Li
(2013)
Hitt et al. (2013)

Slaper and Hall

Strategy
Strategy
Implement implementation
ation (SI)
is the process
that turns plans
into action
assignments and
ensures that such
assignments are
executed in a
manner that
accomplishes the
plan‘s stated
objectives
(Noble, 1999).

offices within the EAC).
(4) Creating a balance
between economic, social
and environmental
objectives for sustainable
growth
Depend
Financial perspective:
ent
1)Return on assets
Variabl
e
Customer Perspective
2) response time-reduce
processing time for loan
application
3) quality – entity gives
service guarantees for ontime delivery
4) price – entity is a lowcost supplier(not
necessarily low price)
Internal Business
Process Perspective
5) innovation process:>revenue from new
products
>services delivered
through alternative
channels-measured by
percentage revenues
from alternative
channels
6) operational process:>cost/time/quality/per
formance mix that
enables superior
service to current
customers
7) Post sale service
process:>level of automation
and convenience by
delivery of services
through alternative
channels

(2011)

Kaplan & Norton
(1996); Lee &
Miller (1999);
(Borio et al.,
2015)
Kaplan & Norton
(1996)
Kaplan & Norton
(1996)
Kaplan & Norton
(1996)

Kaplan & Norton
(1996); Opio
(2015)

Kaplan & Norton
(1996)

Kaplan & Norton
(1996); Opio
(2015)

Learning and Growth
perspective:
8) employee capabilities:- Kaplan & Norton
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Environm
ental
Complexit
y (EC)

The amount of
change and
complexity in
the environment
of an industry.

EC
modera
tes the
combin
ed
compo
nents
of
strategi
c
leaders
hip and
SI

> employee satisfactioninvolvement in decision,
empowerment,
recognition, access to
information
>employee retention –
percentage of key staff
turnover
>employee productivityincrease in revenue per
employee
9) Information system
capabilities- timely and
accurate information on
customers and services
delivered
10) Motivation,
empowerment and
alignment>no. of suggestions on
improvement
opportunities
>individual and sub-unit
goals, rewards and
recognition system
aligned to business goals
>implementing team
based measures of
performance.
(1) Changes in regulatory
environment
(2) Action by
competitors
(3) Expectations of rising
inflation
(4) Volatility of foreign
exchange rates
(5) Raising of interest
rates
(6) Quantitative easing in
the US
(7) Increase in
international oil
prices
(8) Brexit decision
(9) Collapse of world
commodity prices
(10)
Legislative
amendments
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(1996)

Kaplan & Norton
(1996)

Kaplan & Norton
(1996)

Baron & Kenny
(1986); Hunt &
Osborn (1981)

Appendix 3:

Research Questionnaire for Primary Data

THANK YOU FOR TAKING THE TIME TO COMPLETE THIS QUESTIONNAIRE
Please note that your answers to this questionnaire will be used only in combined statistical
totals as aggregate data and will not be matched to individual survey participants
THE QUESTIONNAIRE CONSISTS OF FOUR SECTIONS
1.

Please respond to the following questions pertaining to YOURSELF and YOUR

BANK. Please be assured that this is CONFIDENTIAL information and will only be used for
analytical purposes of the groups of respondents.
1.1
Your age group
Younger than 30 years
30 – 39 years
40 – 49 years
50 – 59 years
60 – 69 years
70 years or older

(mark X)

1.2
Your gender
Male

(mark X)

Female
1.3
Your current primary role in the bank
Chief Executive
Executive Management
Operations Management
Finance
Treasury Management
Credit Management
Human Resources Management
Marketing
Risk Management
Legal
General Management
Other
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(mark X)

1.4
Your highest academic qualification
Doctorate or PhD

(mark X)

Masters Degree
Bachelors Degree
Post-secondary certificate
Other
1.5

Number of years involved strategy implementation in ANY ORGANIZATION
(mark X)
Less than 1 year
1 – 3 years
4 – 7 years
8 – 10 years
11 – 20 years
Over 20 years
2.

Please rank in order of importance each of the following roles of a strategic leader in

any bank, using the following scale, with each of the numbers 1 to 7 used only once
1

=

The most important role in the list

2

=

The second most important role in the list

3

=

The third most important role in the list,

4

=

The fourth most important role in the list

5

=

The fifth most important role in the list

6

=

The sixth most important role in the list

7

=

the least important role in the list

ROLES OF A STRATEGIC LEADER

RANK BY NUMBERS (USE EACH OF
1 TO 7 ONCE)

Determining the strategic direction of the
bank
Exploiting and maintaining core
competencies1
Developing human capital in the bank
Developing social capital in the bank2
1

Core competencies = ―…capabilities that are developed over time and serve as a source of competitive
advantage for a firm over its competitors‖.

317

Establishing balanced organizational
controls (balance between financial and
strategic controls)
Emphasizing ethical practices
Sustaining an effective organization culture
3.

Please respond to each of the following questions by marking the appropriate box

with an X that best represents your view of the importance of the selected strategic leadership
action in the implementation of strategy in your bank.
1 = Strongly Disagree; 2 = Disagree; 3 = Undecided; 4 = Agree; 5 = Strongly Agree
1
2
3
4
5
a. Determining the strategic direction of the bank
b. Exploiting and maintaining core competencies
c. Developing human capital in the bank
d. Developing social capital in the bank
e. Establishing balanced organizational controls
(balance between financial and strategic controls)
f. Emphasizing ethical practices
g. Sustaining an effective organization culture
4. Please respond to each of the following questions by marking the appropriate box with an
X that best represents your view of the situation that subsists in your bank.
1 = Strongly Disagree; 2 = Disagree; 3 = Undecided; 4 = Agree; 5 = Strongly Agree
1

2

3

4

5

1. Strategic direction of the Bank
1.1 The vision/mission/strategic intent is clearly
defined and understood by the staff
1.2 CEO‘s personality is not inclined towards initiation
of strategic change and performance effects of
strategic change implementation.
1.3 Management facilitates employees‘ meaningmaking of changes to achieve the envision future
through communication
1.4 The CEO and the top management team are too
committed to the status quo, avoiding any perceived
risky actions.
1.5 The bank uses incentive compensation for the top
management team to align management action to
implementation of strategy
2. Core competencies
2

Social capital = ―...involves relationships inside and outside the firm that helps the firm accomplish tasks and
create value for its stakeholders‖.
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2.1 The Bank encourages sharing of resources across
the bank‘s units, especially the employees‘ knowledge
and skills
2.2 The Bank does not adequately leverage its
resources by accumulating, combining and exploiting
the resources
2.3 The core competencies of the bank are understood
at strategy formulation stage and then emphasized
when implementing selected strategies
2.4 The Bank does not allocate resources towards
building new capabilities, which develop into core
competencies
3 Human capital
3.1 The Bank accumulates, combines and exploits the
human capital resources to develop competitive
advantage and create value
3.2 The Bank does not employ effective training and
development programs that contribute positively to the
bank‘s efforts to form core competencies
3.3 The investment in human capital is not adequate to
produce the expanding knowledge necessary for
strategic success
3.4 There is more learning from failure than from
success.
3.5 The leader is not involved in the learning
experience (success or failure).
3.6 Downsizing leads to a reduction in the level of
investment in training and development of human
capital.
4. Social capital
4.1 Managerial ties (inter-personal connections) induce
motivation which induces innovation leading to
competitive advantage and superior performance.
4.2 The Bank does not have strong social capital that
would enable it pursue new opportunities while
reinforcing existing advantages hence unable to
develop multiplicity of capabilities to exploit
opportunities and respond to threats.
4.3 Relational capital3 has been useful in its
regionalization of services (branch expansion within
Kenya and/or subsidiary set up in the EAC region).
3

Relational capital refers to the joint benefits embedded in a relationship between two or more parties that is
highly important to those parties
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4.4 Banks without strong social capital and not going
regional have a higher performance.
5. Organizational culture
5.1 The Bank has a unique culture that is difficult to
imitate and encourages strategic thinking
5.2 The culture does not encourage pursuit of
entrepreneurial opportunities, which is a vital source of
growth and innovation.
5.3 The culture in the Bank is sensitive to ethical
considerations.
5.4 Managers do not coordinate innovative work of
others, energize the culture and foster alignments with
the vision and mission of the Bank.
5.5 Practices are tailored into culture that complements
the bank‘s chosen strategy
6. Ethical practices
6.1 Bank‘s work-unit members exhibit collective
moral emotions (e.g. empathy) and group enabled to
act collectively ethical.
6.2 Unethical practices evolve to become acceptable
and individuals then engage in unethical practices to
meet their goals when current efforts are insufficient.
6.3 Managers are vigilant when people fall short of
targets as goal-setting motivates unethical behaviour
when people fall just short of goal.
6.4 Positive moral leadership does not encourage
ethical practices that shape the Bank‘s decision making
process and integrate into the Bank‘s culture.
6.5 Lax expectations on ethical behaviour encourages
leaders to act opportunistically and make decisions in
their best interests, not the bank‘s.
6.6 The Bank does not embrace stakeholders‘ ethical
concerns in the strategic decision making process.
6.7 There are temptations to act unethically for the
personal short term benefits to the detriment of long
term benefits of stakeholders.
6.8 The Bank has a code of ethics that is enforced
6.9 The Bank has methods and procedures in place
including reward systems to recognize acts of courage
to report wrongdoing.
6.10 Mechanisms have not been put in place to check
acts of corruption by individuals or groups or the
whole Bank.
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7. Organizational controls ( financial and strategic
controls)
7.1 The Bank uses a strategic tool (e.g. Balance
Scorecard) to achieve a balance between strategic
controls4 and financial controls5 in the management of
the institution
7.2 Financial controls (which provide feedback about
outcomes of past actions) are emphasized as compared
to strategic controls (which focus on drivers of future
performance).
7.3 The Bank Leadership has created a balance
between strategic control and autonomy for the
regional offices (branches located away from
headquarters for local branches and subsidiaries for
regional offices within the EAC).
7.4 The Bank incorporates sustainability issues in its
strategy by creating a balance between economic,
social and environmental dimensions
8. Implementation of strategy
8.1 The Bank has reduced the processing time for loan
applications this year compared to last year
8.2 The Bank gives service guarantees for on-time
delivery
8.3 The bank is low cost service provider
8.4 The Bank promotes the use of alternative
distribution channels (ATM, mobile, internet etc).
8.5 The Bank promotes innovation as evidenced by
proportion of revenue from new products and
alternative distribution channels.
8.6 The Bank uses an optimum
cost/time/quality/performance mix to provide superior
service to current customers
8.7 There is a high level of employee capabilities
enabled by high employee satisfaction, retention and
productivity.
8.8 The information systems deliver timely and
accurate information on customers and services
delivered
8.9 Employees are motivated, empowered and aligned
through goals, rewards, recognition system that is
aligned to business goals.
4

Strategic controls focus on ensuring that the Bank is using appropriate strategies given conditions in the
external environment and the firm‘s core competencies hence competitive advantage
5
Financial controls are used to measure the Bank‘s performance against quantitative standards put in place
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9. External factors
9.1 Changes in the regulatory environment (regulations
issued by Central Bank of Kenya) affect the effective
implementation of the strategy in the bank.
9.2 Actions by other players (other banks, fintechs,
MNOs, KBA) affect the effective implementation of
strategy in the bank.
9.3 Expectations of rising inflation affect the effective
implementation of strategy in the bank.
9.4 Volatility in the foreign exchange rate affect the
effective implementation of strategy in the bank
9.5 Raising of interest rates affect the effective
implementation of strategy in the bank
9.6 The on-set of tapering of quantitative easing in the
US affects the effective implementation of strategy
9.7 The increase in international oil prices affect the
effective implementation of strategy in the bank
9.8 The decision on the exit of Britain from the EU
(Brexit) affects the effective implementation of
strategy in the bank
9.9 The collapse of the world‘s commodity prices
affect the effective implementation of strategy in the
bank.
9.10 Legislative amendments e.g. Interest rate capping
law affect the effective implementation of strategy in
the bank

10.

Please provide any additional comments on whether strategic leadership influences

the effective implementation of strategy in commercial banks in Kenya

Thank you very much for your time in completing this questionnaire and for your direct
contribution to this study.
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Please send completed questionnaire to:
Mr. Habil Olaka
c/o Kenya Bankers Association
International Life House, 13th Floor
P.O. Box 73100 – 00200
Nairobi
Or
Email: Holaka@gmail.com
Should you wish to receive a copy of the research findings and recommendations at no cost
and without any obligation whatsoever, please provide your contact details.
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Appendix 4

Data Collection Instrument for Secondary Data
Bank

Code

1 ABC Bank

301

2 Bank of Africa

201

3 Bank of India

202

4 Bank of Baroda

203

5 Barclays Bank of Kenya

101

6 CFC Stanbic Bank

102

7 CitiBank

204

8 Commercial Bank of Africa

205

9 Consolidated Bank of Kenya

302

10 Co-operative Bank of Kenya

103

11 Credit Bank

303

12 Development Bank of Kenya

304

13 Diamond Trust Bank

206

14 EcoBank

207

15 Spire Bank Ltd (formerly Equatorial) 305
16 Equity Bank Group

104

17 Family Bank Ltd

208

18 Fidelity Bank Ltd

306

19 GTBank

209

20 First Community Bank

307

21 Giro Commercial Bank

308

22 Guardian Bank

309

23 Gulf African Bank

310

24 Habib Bank A.G. Zurich

311

25 Habib Bank Ltd

312

26 Housing Finance (HFC)

210

27 I&M Bank Ltd

211

28 Jamii Bora Bank Ltd

313
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ROA

29 Kenya Commercial Bank

105

30 Sidian Bank (K-rep)

314

31 Middle East Bank

315

32 National Bank of Kenya

212

33 NIC Bank

213

34 M Oriental Bank Ltd

316

35 Paramount Bank Ltd

317

36 Prime Bank

214

37 Standard Chartered Bank

106

38 Transnational Bank

318

39 UBA

319

40 Victoria Commercial Bank

320
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Appendix 5







Communication to Questionnaire Respondents

from: holaka@kba.co.ke via surveymonkey.com
date: Wednesday, October 05, 2016 3:55 PM
sent to: 401 recipients
subject: Dear Participant
message:
Strategic Leadership and its influence on
effective implementation of strategy in banks in
Kenya

By way of introduction my name is Habil Olaka and I am the CEO of Kenya Bankers
Association. I am a Doctor of Business Administration candidate at the United States
International University-Africa (USIU). In this program, all candidates are required to
undertake a research project that examines an area of practical importance to business.
The issue I am investigating is the relationship between strategic leadership and the effective
implementation of strategy in commercial banks in Kenya. Most well-crafted strategies fail at
the implementation stage and I would like to investigate the role that strategic leadership plays
in the effective implementation of strategy. This is more so at this time when banks are being
called upon to not only formulate winning strategies but also ensure that the implementation of
these strategies is effective.
My survey respondents are the top management teams in all commercial banks as this is the
team that is responsible for the implementation of strategy in the institution. Completion of the
survey is voluntary and you may withdraw at any time without any consequences. Data
collected is anonymous, strictly confidential and will only be used for aggregation in the
analysis.
If you are willing to participate, please answer all the questions to the best of your knowledge.
It would be much appreciated if you could complete the survey by Monday, 10th October
2016.
If you would like to receive a summary of the research results when it is available, please send
me a request at the email address: holaka@gmail.com.
Thank you and I most appreciate your support.
Habil Olaka
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Appendix 6






Reminder to Questionnaire Respondents

from: holaka@kba.co.ke via surveymonkey.com
date: Wednesday, November 02, 2016 12:45 AM
sent to: 244 recipients
subject: Reminder: Please let me have your response
message:
Strategic Leadership and its influence on implementation of strategy
in banks in Kenya

Dear Participant,
This is Habil Olaka and I am reminding you about the survey I sent you sometimes back
and for which I have not received a response from you. I totally understand the burden
that this places on you given the limited time you may have and the increasing work load.
I thus kindly request for your assistance as I am unable to proceed without your support
through a response to the questionnaire. This should take you just about 15 minutes or so.
To commence the survey, answer the question below and submit. This will take you into
the main survey. Please answer all questions to the end and click on the submit button for
it to be released to me.
I would really appreciate your support on this. Thank you
Kind regards
Habil Olaka.
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Appendix 7: Permission to Conduct Research Letter from USIU-A
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Appendix 8: National Commission for Science, Technology & Innovation Research
Authorization
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Appendix 9: National Commission for Science, Technology & Innovation Research
Permit
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