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Abstract

Expansion as a strategic growth option is particularly relevant in developing countries like Kenya
because of very low product penetration and consumption levels. Strategic expansion in the
banking industry demand that companies should have effective systems in place to counter
unpredictable events that can sustain their operations and minimize the risks involved through
expansion strategies. The study sought to determine the effects of expansion strategies on
performance of selected commercial banks in South Nyanza region, Kenya. Five commercial
banks were evaluated which included Co-.operative Bank, Equity bank, Barclays bank, Kenya
Commercial bank and Diamond Trust Bank. 47 respondents who are employees of these banks

were used in data collection. The study revealed that through agency banking commercial bank
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were able to reach most people in the rural areas in Kenya and thus expand their banking
activities. The study found that mobile banking positively influenced the performance of
commercial bank to a great extent. Through strategic alliance commercial banks were able to
provide financial service to their customer even where there were no bank branches. The study
found that merger and acquisition influence the expansion of commercial banks as the
commercial banks were able to get customer even in the region where they did not have actual
branches.

Keywords: Acquisition, Competitive Strategy, Expansion, Mergers, Mobile banking,
Performance, Strategic alliance, CBK, KBA

INTRODUCTION

Strategic management is viewed as the set of decisions and actions that result in the
formulation, implementation and control of plans designed to achieve an organizations vision,
mission, strategy and strategic objectives within the business environment in which it operates
(Johnson & Scholes, 2002). As today’s business environment becomes increasingly
competitive, business organisations are becoming more aggressive and dynamic in identifying
competitive strategies that will ensure profitable existence. Competition may be attributed to
business innovations, advancement in technology and the changing demand of customers
(Ndwiga, 2011). Laverty (2004) is of the view that, in order to achieve and sustain competitive
advantage, managers should examine factors affecting the implementation of competitive
strategies. He notes that an organisation should align its strategies with structure, provide
strategic leadership, establish a corporate culture and monitor the implementation of the
strategies. These measures are particularly important in the banking industry and hence the
need to evaluate the expansion strategies employed by commercial banks in Kenya today. The
study will focus on commercial banks in South Nyanza region.

As at 31st December 2011, the banking sector comprised of the Central Bank of Kenya,
as the regulatory authority, 44 banking institutions (43 commercial banks and 1 mortgage
finance company - MFC), 4 representative offices of foreign banks, 6 Deposit-Taking
Microfinance Institutions (DTMs), 118 Forex Bureaus and 2 Credit Reference Bureaus (CRBS).
Out of the 44 banking institutions, 31 locally owned banks comprise 3 with public shareholding
and 28 privately owned while 13 are foreign owned (CBK, 2011). The number of bank branches
increased by 98 from 1,063 in 2010 to 1,161 branches in 2011 indicating increased access to

banking products and services.

Licensed under Creative Common Page 2



International Journal of Economics, Commerce and Management, United Kingdom

The number of banks ATMs increased by 226 from 1,979 in December 2010 to 2,205 in
December 2011 representing an increase of 11.4%. 6 large banks accounted for 54 percent of
total assets, 53 percent of customer deposits, 55 percent of capital & reserves and 62 percent of
pre-tax profit in 2011. Developments within the banking sector are strongly guided by the
medium-term objectives of the financial sector reform and development strategy embedded in
the economic development blueprint, Vision 2030. In the year 2011, access to financial services
continued to be enhanced, spurred by increased innovation in the delivery of financial products
and services throughout the country.

The banking sector registered enhanced growth in the year 2011, with a 20.4 percent
increase in the total net assets from Ksh.1, 678.1 billion in December 2010 to Ksh. 2,020.8
billion in December 2011. Loans and advances, government securities and placements which
accounted for 57.0 percent, 15.1 percent and 5.8 percent of total assets respectively continue to
be the major components of the balance sheet. Net Loans and Advances recorded a growth of
31.4 percent from Ksh.876.4 billion to Ksh.1, 152.0 billion in December 2011. Significant portion
of the sector’s loans were advanced to personal, trade, manufacturing and the real estate
sectors, which accounted for 72 percent of the gross loans in 2011. However, investment in
Government securities declined from Ksh.342.5 billion in 2010 to Ksh.304.8 billion in 2011. This
may be attributed to low interest rates on government securities during the first half of 2011
compared to lending interest rates.

The source of funding in the banking sector, mainly customer deposits grew by 20
percent from Ksh.1, 236.5 billion in 2010 to Ksh.1, 488.2 billion as shown in Table 12. The
growth was supported by branch expansion and receipts from exports. The increased deposits
enhanced the banks’ capacity to extend credit to various economic sectors. NPLs declined by
Ksh 4.6 billion in 2011 as banks enhanced credit appraisal standards. In terms of profitability,
the sector registered a 30.5% growth in pretax from Kshs 14.9 billion in April 2009 to Kshs 19.5
billion at the end of April 2010.consequently,annualized return on assets has improved from
2.8% in April 2009 to 3.0% in April 2010, while return on equity increased from 25.3% to 27.3%.
Total industry income increased by 18.5% during the year from Kshs 53.0 billion in April 2009 to
Kshs 62.8billion in April 2010, while total expenses increased by 13.7% from Kshs38.1 billion in
April 2009 to Kshs 43.4 billion, interest on loans and advances, fees and commissions and
government securities were the major sources of income accounting for 53.0%, 26% and 16.0%
of total income, respectively. Meanwhile, staff costs, other expenses, and interest on deposits
were the components of industry expenses, accounting for 34%, 27% and 26%respectively,
(CBK, 2012).
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Research by the Kenya Bankers Association found that as much as 67% of the potential value
of expansion strategy in commercial banks in Kenya result to increase performance (KBA,
2012). Commercial banks play a very key role in the economic growth of any country. The
sector contributed 5.4% of the GDP in 2010 with a potential to contribute 8% to 15% (CBK,
2011) compared to 22% in South Africa and Ghana at 28%. In addition, they hold assets worth
63% of the GDP. In the last few years the banking sector's growth has been on an upwards
trend posting double digit growth in profitability during the period. The sector posted a profit of
48 billion in 2009 which was 14.3% growth from 2008. This result jumped by 28.4% in 2010 and
35.1% in 2011 (CBK, 2011). Would expansion strategies employed by commercial banks be the
source of this impressive performance?

The banking industry in the region has experienced a high growth rate. The banks are
employing both acquisition and start-up in their regional expansion strategies. Financial pundits
opine that it would be prudent for the banks to consolidate in the local market before going
regional. With only 20 per cent of Kenya's population banked, there is need for banks to
strategize and reach more of the unbanked, which would constitute a big business growth as
opposed to regional. Therefore, expansion strategy is vital to the adaptation of the changing
business environment. Empirical studies done in Kenya include; Kisaka (2007) researched on
expansion strategies adopted by media houses in Kenya. To the researcher best knowledge
there is limited empirical evidence on the expansion strategies employed by commercial banks
in Kenya. This study seeks to fill the existing research gap by conducting a study to determine
the effects of expansion strategies on performance of selected commercial banks in South
Nyanza region, Kenya. The general objective of the study was to establish the effects of
expansion strategies on performance of selected commercial banks in South Nyanza region,
Kenya. The study was guided by the following specific objectives

i. To determine the effects of agency banking on performance of commercial banks in

South Nyanza Region, Kenya

ii. To examine the effects of mobile banking on performance of commercial banks in South
Nyanza Region, Kenya

iii. To establish the effects of strategic alliance on performance of commercial banks in
South Nyanza Region, Kenya

iv.  To assess the effects of merger and acquisition on performance of commercial banks in

South Nyanza Region, Kenya.
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THEORETICAL REVIEW

This study was guided by the non-bank led theory, social construction theory and the resource
dependency theory in orders to evaluate the expansion strategies employed by commercial
banks in South Nyanza Region, Kenya.

Nonbank-led Theory

Kumar (2004), in the theory of non-bank led theory states that customers do not deal with a
bank, nor do they maintain a bank account. Instead, customers deal with a nonbank firm either
a mobile network operator or prepaid card issuer and retail agents serve as the point of
customer contact. Customers exchange their cash for e-money stored in a virtual e-money
account on the non-bank’s server, which is not linked to a bank account in the individual's name
(Kumar, 2006).

This model is riskier as the regulatory environment in which these nonbanks operate
might not give much importance to issues related to customer identification, which may lead to
significant Anti-Money Laundering and Counter-Terrorism Financing (AML/CFT) risks. Bringing
in a culture of Know Your Customer (KYC) to this segment is a major challenge. Further the
nonbanks are not much regulated in areas of transparent documentation and record keeping
which is a prerequisite for a safe financial system. Regulators also lack experience in the realm.
For these reasons, allowing nonbank-led model to operate is an unnecessarily big leap and an
unjustifiably risky proposition. However, this model becomes viable after regulators have gained
sufficient experience in mitigating agent related risks using bank led model and need to think
about mitigating only e-money related risks (Kapoor, 2010).

According to Hogan, (2011) to mitigate the e-money risks (which are peculiar to
Nonbank-led model), necessary changes in the existing regulations are required. It starts by
bringing non-banks under financial regulatory net by giving these entities special status of some
sort of quasi-bank/remittance agent etc. Grant of this status depends upon meeting pre-
specified standards of transparency, financial strength and liquidity. There should be clear, well-
defined limits on nature, type and volume of transactions that such entities can undertake. To
avoid insolvency, these entities may be required to deposit their net e-banking surplus funds
with scheduled banks meeting certain minimum rating criteria (State Bank of Pakistan, 2011).
The Nonbank-led Theory is found relevant to the study as it explain how agent deals with
customers on behalf of the bank. This theory is used to determine the effects agency banking

on expansion of commercial banks in South Nyanza Region, Kenya
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Social Construction Theory

Trevor Pinch and Wiebe Bijker's (2006) in their theory of social construction of technology
argues that that technology does not determine how people receive and use mobile technology
but that people determine how and in what ways technology is used.. The theory posits that the
use of a technology cannot be understood without understanding how it is socially integrated
within society. Within different social contexts, technology can take different meanings and
adoption depends on how society views the technology. Under this theory, the adoption of a
technology is not only due to its technical superiority but due to social factors as well. In the
context of this study, mobile phone technology and specifically mobile phone financial services
having been driven by both business factors and social networks related to business and family.
The decomposition theories of planned behavior not only keep the theory of planned behavior
principles but also add important value of the original theory, as it adds a bigger number of
beliefs and constructs to the models (Vankatesh, Davis and Morris, 2007). This theory is used
to explain the effects mobile banking on expansion of commercial banks in South Nyanza

Region, Kenya

Resource Dependence Theory

Resource dependence theory is based on the principle that no organization is self-sufficient and
that it obtains resources through exchanges with the environment (Barringer and Harrison,
2010). It focuses on the control factor over those resources, suggesting that the more power
and control an organisation has over the resources it requires, the less vulnerable it becomes.
In addition, such power/control might make the organisation more competitive vis a vis others in
the same environment.

The competitive advantage can only be sustained provided the resources acquired “are
rare, valuable in the market, imperfectly imitable, and no substitutable” (Barringer and Harrison,
2010). Barringer and Harrison's main critique of the resource dependence paradigm is that it
focuses on the needs for resources and exchanges rather than the processes of how these take
place. Their point is relevant when posited within a management discussion and is, therefore, a
good example of the link between motivational paradigms and the alliance management
process. The theory of resource dependency theory is used to establish the effects strategic
alliance on expansion of commercial banks in South Nyanza Region, Kenya and to assess the
effects of merger and acquisition on expansion of commercial banks in South Nyanza Region,

Kenya.
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Figure 1: Conceptual Framework
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KNOWLEDGE GAPS

No study has been done focusing on the expansion strategies commercial banking sector in
Kenya. Following the background of this study, it is only those commercial banks that are able
to adapt to the changing environment and adopt new expansion strategies can be guaranteed
hope of survival. Some of the forces of change that have greatly influenced the banking industry
include intense competition, regulation, and technological advancement. Strategic expansion in
the banking industry demand that companies should have effective systems in place to counter
unpredictable events that can sustain their operations and minimize the risks involved through
expansion strategies. The study therefore sought to establish the effects of expansion strategies

on performance of selected commercial banks in South Nyanza region, Kenya.

RESEARCH METHODOLOGY
This study adopted a descriptive design. Descriptive research design is a scientific method
which involves observing and describing the behavior of a subject without influencing it in any
way (Bryman, 2001). The study was conducted to cover Co-operative bank, Equity bank, Kenya
Commercial bank, Barclays bank and Diamond Trust Bank branches operating within the South
Nyanza region. The population of interest for this study was commercial Banks operating in
South Nyanza Region, currently there are over 19 banks operating in South Nyanza Region.
The study involved collection of data from 5 banks which included Co-operative bank,
Equity bank, Kenya Commercial bank, Barclays bank and Diamond Trust Bank in South Nyanza

Region. According to Ngechu (2004), a population is a well-defined or set of people, services,
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elements and events, group of things or households that are being investigated. There are 119
employees who are currently working with the 5 banks that were selected from South Nyanza
Region as tabulated in the table below;

Target population

Table 1: Target Population

Bank Managers Other Staff Target Population
Co-operative Bank 3 22 25

Equity Bank 4 25 29

Kenya Commercial Bank 4 24 28

Barclays Bank of Kenya 3 18 21

Diamond Trust Bank 2 14 16

Total 16 103 119

The total number of commercial bank in South Nyanza Region are 19 the study used purposive
sampling to select all respondent from five commercial banks in South Nyanza Region, the

study had have 47 respondent who were used in data collection.

Sample Size

Table 2: Sampling

Bank Managers Sample Other Staff Sample Sample
(100%) (30%) Population

Co-operative Bank 3 7 10

Equity Bank 4 8 12

Kenya Commercial Bank 4 7 11
Barclays Bank of Kenya 3 5

Diamond Trust Bank 2 4

TOTAL 16 31 47

The data collection procedure involved administering of questionnaires to the respondents. This
study was interested in evaluating the effects of expansion strategies.

The study targeted a sample size 47 of respondents from which 43 filled in and returned
the questionnaires making a response rate of 91.4%. This response rate was satisfactory to

make conclusions for the study. The response rate was representative.
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ANALYSIS & FINDINGS
Reliability Analysis

Table 3: Reliability Coefficients

Scale Cronbach's Alpha Number Of Items
Agency banking 0.801 5
Mobile banking 0.717 4
Strategic alliance 0.818 5
Merger and acquisition 0.703 5

A pilot study was carried out to determine reliability of the questionnaires. Table above shows
that strategic alliance had the highest reliability (a=0.818) followed by agency banking
(a=0.801), then mobile banking (a = 0.717) and merger and acquisition (0=0.703). This
illustrates that all the four scales were reliable as their reliability values exceeded the prescribed
threshold of 0.7.

Agency Banking

Table 4: Influence of Agency banking on the performance of commercial banks

Opinion Frequency Percentage
Yes 41 95.3

No 2 4.7

Total 43 100

From the research findings, majority of the respondents as shown by 95.3% indicated that
Agency banking influences performance of commercial banks in South Nyanza Region, Kenya,
whereas 4.7% of the respondents were of the contrary opinion. This implies that Agency

banking does influence the performance of commercial banks in South Nyanza Region, Kenya.

Table 5: Extent to which agency banking influence performance of commercial banks

Extent Frequency Percentage
Very great extent 13 30.2

Great extent 23 53.5
Moderate extent 5 11.6

Low extent 2 4.7

Total 43 100
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The study sought to determine the extent which agency banking influences the performance of
commercial banks in South Nyanza Region, Kenya, from the research findings, majority of the
respondent as shown by 53.5% were of the opinion that, agency banking influences the
performance of commercial banks in South Nyanza Region, Kenya to a great extent, 30.2% of
the respondents indicated to a very great extent, 11.6% of the respondents indicated to
moderate extent whereas 4.7% of the respondents indicated to a little extent. This implies that
agency banking influences the performance of commercial banks in South Nyanza Region,
Kenya to a great extent.

Table 6: Influence of agency banking on performance of commercial banks

Statement
c
i)
= k<
o) T o
= 5 A
Inability of the retail outlets to fulfill these requirements prevents the 1.72 0.25
expansion of retail banking to areas of low income earners.
Banking agents may include: pharmacies, supermarkets, convenience 1.70 0.24
stores, lottery outlets and post offices
The trend of agent banking is evident in many nations all over the globe 1.49 0.27
Financial institutions can only be allowed to work through retail outlets if the 1.67 0.30
laws permit it
Regulators determine what kind of, if any, financial institutions are permitted 1.70 0.21

to contract banking agents

The study sought to determine the extent to which respondents agreed on the above
statements relating to effects of agency banking on performance of commercial banks in South
Nyanza Region, Kenya, from the research findings majority of the respondents agreed that the
trend of agent banking is evident in many nations all over the globe as shown by a mean of
1.50, financial institutions can only be allowed to work through retail outlets if the laws permit it
as shown by a mean of 1.67, regulators determine what kind of, if any, financial institutions are
permitted to contract banking agents, banking agents may include: pharmacies, supermarkets,
convenience stores, lottery outlets and post offices as shown by a mean of 1.70 in each case
and inability of the retail outlets to fulfill these requirements prevents the expansion of retail
banking to areas of low income earners 1.72. The study further established that agent bank
offered the same services as a real bank which include cash deposits and withdrawal,
disbursement and repayment of loans, payment of salaries, pension, transfer of funds, and

issuance of mini-bank statements, among others, it was revealed that commercial banks needs
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to evaluate their pricing mechanism for the services provided by the agents, change their
system as frequent so as to avoid system failure and delays in transaction execution and in
order for banks to remain competitive in the global business, they must develop strategies to
simplify their provision of financial service to their customers while unifying their customer

relation with agents.

Mobile Phone Banking

Table 7: Effect mobile banking influence performance of commercial banks

Opinion Frequency Percent
Yes 39 90.7
No 4 9.3
Total 43 100

The study sought to determine the whether mobile banking influence performance of
commercial banks in South Nyanza Region, Kenya, from the research findings majority of the
respondents as shown by 90.7% indicated that mobile banking influences performance of
commercial banks in South Nyanza Region, Kenya, whereas 9.3 % of the respondents were of
the contrary opinion. This implies that Effect mobile banking influence performance of

commercial banks in South Nyanza Region, Kenya.

Table 8: Extent mobile baking influence performance of commercial banks

Extent Frequency Percentage
Very great extent 18 41.9

Great extent 22 51.2
Moderate extent 2 4.7

Low extent 1 2.2

Total 43 100

The study sought to determine the extent to which mobile baking influence performance of
commercial banks in South Nyanza Region, Kenya, from the findings majority of the
respondents as shown by 51.2% indicated that mobile baking influence performance of
commercial banks in south Nyanza region, Kenya to a great extent, 41.9% of the respondents

indicated to a very great extent 4.7% of the respondents indicated to a moderate extent
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whereas 2.2% of the respondents indicated to low extent this implies that mobile baking

influence performance of commercial banks in south Nyanza region to a great extent.

Table 9: Influence of mobile banking on performance of commercial banks

Statement

Deviation

Mean
Std

H
(0]
»
©
N
i

mobile phone banking in facilitating the financial transactions between banks
and their customers

Mobile phone banking has the potential to be transformational owing to 1.74 0.23
various facts.

Internet banking has great potential for banks to reduce costs and with the 1.56 0.28
proliferation of mobile devices banks have an opportunity to develop cost

effective service channels.

mobile technologies has provided an opportunity for financial providers in 1.98 0.26

introducing new financial innovations

The study sought to establish the extent to which respondents agreed with the above
statements relating to mobile banking influence on performance of commercial banks in South
Nyanza Region, Kenya. From the research findings majority of the respondents agreed that;
internet banking has great potential for banks to reduce costs and with the proliferation of
mobile devices banks have an opportunity to develop cost effective service channels as shown
by a mean of 1.56, mobile phone banking has the potential to be transformational owing to
various facts as shown by a mean of 1.74, mobile phone banking in facilitating the financial
transactions between banks and their customers shown by a mean of 1.86, mobile technologies
has provided an opportunity for financial providers in introducing new financial innovations as
shown by a mean of 1.98. The study also established that mobile banking utilizes the mobile
connectivity of telecommunications operators and therefore does not require an internet
connection, with mobile banking, users of mobile phones can perform several financial functions
conveniently and securely from their mobile, clients subscribed to mobile baking can check their
account balance, review recent transaction, transfer funds, pay bills, locate ATMs, deposit
cheques, manage investments, etc. mobile banking is available round the clock 24/7/365, it was
easy and convenient and an ideal choice for accessing financial services for most mobile phone

owners in the rural areas and mobile banking is more secure than online/internet banking.
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Mergers and Acquisition

Table 10: Effects of merger and acquisition on performance of commercial banks

Opinion Frequency Percent
Yes 40 93

No 3 7

Total 43 100

From the research findings majority of the respondents as shown by 93% indicated that merger
and acquisition influences performance of commercial banks in South Nyanza Region, Kenya,
Whereas 7% of the respondents were of the contrary opinion. This implies that merger and
acquisition influence performance of commercial banks in South Nyanza Region, Kenya.

Table 11: Extent to which merger and acquisition influence

performance of commercial banks

Extent Frequency Percent
Very great extent 19 44.2
Great extent 21 48.8
Moderate extent 2 4.6

Low extent 1 2.3
Total 43 100

The study sought to determine the extent to which merger and acquisition influence
performance of commercial banks in South Nyanza Region, Kenya, from the findings, majority
of the respondents as shown by 48.8% indicated that, merger and acquisition influence
performance of commercial banks in South Nyanza Region, Kenya to a great extent, 44.2% of
the respondents indicated to a very great extent, 4.6% of the respondents indicated to a
moderate extent whereas 2.3% of the respondents indicated to a little extent. This implies
that merger and acquisition influences the performance of commercial banks in South Nyanza

Region to a great extent.
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Table 12: Influence of merger and acquisition on performance of commercial banks
Statement

Deviation

Mean
Std

=
o
\l
o
N
o

The operating capacity of bank is significantly increased through a combination of
mergers and acquisitions and new equity capital build up.

Mergers and acquisitions provide an opportunity for banks to rationalize operating 1.60  0.25
cost by applying the economy of scale benefits.

When operating capacities of the merged banks are expanded, the cost of 1.98 0.26
Financing operations reduces significantly

Merger increase organizations market share, which reduces competition thus 1.93 0.20
helping the firm to gain more profits.

mergers and Acquisitions can generate cost efficiency through economies of 1.67 0.26
scale, can enhance the revenue through gain in market share and can even

generate tax gains

The study sought to determine the extent to which respondents agreed with the above
statements relating to merger and acquisition influence on performance of commercial banks in
South Nyanza Region, Kenya. From the research findings, majority of the respondents agreed
that mergers and acquisitions provide an opportunity for banks to rationalize operating cost by
applying the economy of scale benefits as shown by a mean of 1.60, the operating capacity of
bank is significantly increased through a combination of mergers and acquisitions and new
equity capital build up , the operating capacity of bank is significantly increased through a
combination of mergers and acquisitions and new equity capital build up as shown by a mean
1.67 in each case. The study also established that through buyouts and mergers the control of
the market and the monopoly power of banks are strengthened, which results to higher prices
for the banking products and services, for the customers of the new bigger banks, besides, the
buyouts and the mergers might have as a main goal not to improve the interests of the
shareholders but those of the management of the banks, which due to many reasons can obtain

better and more secure salaries and privileges when the bank size increases

Strategic Alliance

Table 13:Effects of strategic alliance on performance of commercial banks

Opinion Frequency Percent
Yes 36 83.7
No 7 16.3

Licensed under Creative Common Page 14



International Journal of Economics, Commerce and Management, United Kingdom

The study sought to determine whether strategic alliance influences the performance of
commercial banks in South Nyanza Region, Kenya. From the research findings, majority of the
respondents (83.7%) agreed that strategic alliance influences performance of commercial
banks, whereas 16.3% of the respondents were of the contrary opinion. This implies that
strategic alliance influence performance of commercial banks in South Nyanza Region, Kenya.

Table 14: Extent to which strategic alliance influence performance of commercial banks

Extent Frequency Percent
Very great extent 11 25.6
Great extent 26 60.5
Moderate extent 4 9.3

Low extent 2 4.6
Total 43 100

The research sought to determine the extent to which strategic alliance influences the
performance of commercial banks in South Nyanza Region, Kenya, from the research findings
majority of the respondents as shown by 60.5% were of the opinion that strategic alliance
influences the performance of commercial banks in South Nyanza Region, Kenya to a great
extent, 25.6% of the respondents indicated to a very great extent, 9.3% of the respondents
indicated to a moderate extent whereas 4.6% of the respondents indicated to a little extent.
This implies that strategic alliance influences the performance of commercial banks in South

Nyanza Region to a great extent.

Table 15: Influence of strategic alliance on performance of commercial banks

Statement

Deviation

Mean
Std

-
fo)
o
o
N
al

Lack of trust between organizations may explain the low overall success rate of
alliances

Lower risk implies lower potential reward relative to other expansion strategies such as 1.65 0.25
acquisitions

While strengthening competitive strengths organizations share resources needed to 1.91 0.27
enter new markets.

Hybrid organizations are often more effective at competing in a global setting because it 1.86  0.27
allows for the combination of independent organizations under one competitive unit

Alliances give organization advantages in both economies of scale and scope, as well 1.60 0.25

as reduce the amount of risk encountered
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The study sought to determine the extent to which respondents agreed with the above
statements relating to strategic alliance influence on performance of commercial banks in South
Nyanza Region, Kenya. From the study findings majority of the respondents’ agreed that
alliances give organization advantages in both economies of scale and scope, as well as reduce
the amount of risk encountered lack of trust between organizations may explain the low overall
success rate of alliances as shown by a mean of 1.60 in each case, lower risk implies lower
potential reward relative to other expansion strategies such as acquisitions as shown by a mean
of 1.65, hybrid organizations are often more effective at competing in a global setting because it
allows for the combination of independent organizations under one distinct competitive unit as
shown by a mean of 1.86, while strengthening competitive strengths organizations share
resources needed to enter new markets as shown by 1.91. The study also revealed that
strategic alliances helps to proves efficiency, productivity, and financial stability, opens the door
to new funding opportunities, increases program visibility, credibility, and prestige, ignites a spirit
of innovation, offers clients better quality and a wider range of services, merges service and

administrative functions to save costs and lower overhead reduces consumer confusion

CONCLUSIONS

The study revealed that through agency banking commercial bank were able to reach most
people in the rural areas and thus expand their banking activities; from the finding the study
concludes that agency banking affects the performance of commercial banks in South Nyanza
Region, Kenya to a great extent.

The study found that mobile banking positively influenced the expansion of commercial
bank to a great extent , as through mobile banking customer were able to transact from their
mobile devices thus access their banking service . From the finding the study concludes that
mobile banking influence the performance of commercial banks to a great extent.

Through strategic alliance commercial banks were able to provide financial service to
their customer even where there were no bank branches , thus the study concludes that
strategic alliance influence the performance of commercial banks to a great extent .

The study found that merger and acquisition influence the expansion of commercial
banks as the commercial banks were able to get customer even in the region where they did not
have actual branches , thus the study conclude that merger and acquisition positively influence

the performance of commercial banks.
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RECOMMENDATIONS

From the findings, the study recommends that Central Bank should enhance the current legal
framework on agency banking in order help commercial banks improve their expansion through
agency banking.

There is need for the management of commercial banks to come up with strategies
aimed at enlightening their customer on how to use mobile banking as this will help in expansion
of commercial banks.

The study recommends that commercial banks should enter into strategic alliance with
other institutions as this will enable them to increase their market share and reduces
competition.

There is need for commercial banks to merge with other financial institution as this will

help them to expand and also increase their market share

AREAS FOR FURTHER RESEARCH

This study sought to establish the effects of expansion strategies on performance of selected
commercial banks in South Nyanza region, Kenya. The study recommends that a study should
be done on the challenges facing expansion strategies of selected commercial banks in South

Nyanza region, Kenya.
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