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Abstract

The general objective of this study was to
model the effects of e-commerce adoption on
business process management. This was a
census study on modeling the effects of e-
commerce adoption on business process
management in commercial banks in Kenya.
Out of the sixty (60) respondents to whom the
questionnaires were administered, only forty-
one (41) responded. This gave a response rate
of 68.33% percent. It was found that the
commercial banks in Kenya have Formalized
Policy on E-Commerce and Internal Business
Process Management. Also to a great extent
the banks have focused their e-business
activities on collaborating with business
partners using ICT; provision of other on-line
and e-services, including e-marketing and
advertising; supply chain management using
intranet; and on-line buying (internet). Lastly,
e-commerce is the complete set of processes
that support commercial business activities on
a network. The major effects of e-commerce on
banks business process management are it has
improved the image of the bank; besides profit
making the bank have actively engaging
themselves for the good of the effective
business process management.

Keywords: e-Business, Business Process
Management and Commercial Banks

1. Introduction
1.1 Background

Managing the business processes that facilitate
order fulfillment and delivery of goods and
services supplied to customers is the prime
concern of operations management.
Consequently, the study of the processes of
order fulfillment and delivery in the Internet
era necessitates an understanding of the
interaction between operations management
and information systems (Lyons, 1998).
Despite the growing importance of e-
commerce to organizations of all types, e-
operations is a neglected area of study. Yet
many of the problems associated with e-
commerce have centered on an inability to
‘deliver the goods’, often literally. Effective

and efficient operations management is as important in e-
commerce as it is in traditional business (John et al.,
2002).

The adoption of e-commerce is tending to automate
rather than re-design existing business processes. High
levels of internal information systems integration appear
to be associated with low levels of business process
integration. Business process management is a systematic
approach to improving an organization's business
processes. BPM activities seek to make business
processes more effective, more efficient, and more
capable of adapting to an ever-changing environment
(David et al., 2002).

There can be little doubt about the growing importance of
e-commerce. Recent advances in technology have created
a surge in “technology-based self-service” (Dabholkar et
al. 2003). Such developments are changing the way
service firms and consumers interact, and are raising a
host of research and practice issues relating to the
delivery of e-service. Technology and e-commerce is one
leading ‘driving force’ nowadays, in different businesses
(Tavares, 2000).

1.2 The Development of Commercial Banks in Kenya

The banking sector in Kenya dating back to 1689,
provides financial services to the low-income households
and micro and small enterprises thus contribute to
poverty alleviation. This puts emphasis on the sound
development of banking institutions as vital ingredients
for investment, employment and economic growth. But
now the much-vaunted sector is looking tarnished.
Precisely the attribute of the system that previously
appeared to be a virtue, the willingness of banks to go on
lending to firms in distress, now turns out to have led to
serious problems. Borrowers who should have been cut
off were not, with the result that further billions were
lost. The public has had to pay twice. They pay once, in
the form of slowed economic growth as the result of the
prolonged overhang of bad loans (and aspects of the burst
bubble), and then again as taxpayers when the
government ends up footing the bill.

According to Ochieng, (1998) and Otieno, (2006) the
new information technology is becoming an important
factor in the future development of Kenya financial
services industry, and especially Kenyan banking
industry. Banks are faced with a number of important
questions, for examples how to take full advantage of
new technology opportunities, how e-developments
change the ways customers interact with the financial
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services provider. Kenya has achieved
significant success in the implementation of
electronic banking; it is on the top of the
emerging markets in this area and even
outpaces the achievements of some developed
countries. This progress is not coincidence; it
has external and also subjective reasons.

2.0 Some Literature Review

2.1 The Concept of E-commerce and
Business Process Management

To date, operations management has been the
neglected function in e-businesses. E-
commerce (electronic commerce or EC) is the
buying and selling of goods and services on the
Internet, especially the World Wide Web. In
practice, this term and a newer term, e-
business, are often used interchangeably. For
online retail selling, the term e-tailing is
sometimes used. E-business has been defined
as ‘the sharing of business information,
maintaining  business relationships, and
conducting business transactions by means of
telecommunications’ (Zwass, 1996). At its
simplest, electronic commerce may be defined
as ‘doing business electronically across the
extended enterprise’ (Till, 1998). The
operations function is that part of an
organization that is concerned with the
management of the business processes that
produce the goods and services supplied to
customers. These processes of order fulfillment
and delivery are at the heart of any business as
they are the means through which an
organization satisfies its customers. An
organization can be considered to have e-
operations if it wuses information and
communication technologies (ICT) in the
management of its order fulfillment and
delivery processes.

Business process management (BPM) is a field
of knowledge at the intersection between
management and information technology,
encompassing methods, techniques and tools to
design, enact, control, and analyze operational
business  processes involving  humans,
organizations, applications, documents and
other sources of information. The term
'operational business processes' refers to
repetitive business processes performed by
organizations in the context of their day-to-day
operations, as opposed to strategic decision-
making processes which are performed by the
top-level management of an organization
(Debevoise, 2005).

BPM  differs from business  process
reengineering, a management approach popular
in the 1990s, in that it does not aim at one-off
revolutionary changes to business processes,
but at their continuous evolution. BPM systems

monitor the execution of the business processes so that
managers can analyze and change processes in response
to data, rather than just a hunch (Debevoise, 2005).

Electronic commerce, commonly known as e-commerce
or eCommerce, consists of the buying and selling of
products or services over electronic systems such as the
Internet and other computer networks (Mahadavan,
2000).

Modern electronic commerce typically uses the World
Wide Web at at-least some point in the transaction's
lifecycle, although it can encompass a wide range of
technologies such as e-mail as well. A small percentage
of electronic commerce is conducted entirely
electronically for "virtual" items such as access to
premium content on a website, but most electronic
commerce eventually involves physical items and their
transportation in at least some way (Venkatraman, 1994).

Today, it encompasses a very wide range of business
activities and processes, from e-banking to offshore
manufacturing to e-logistics. The ever growing
dependence of modern industries on electronically
enabled business processes gave impetus to the growth
and development of supporting systems, including
backend systems, applications and middleware
(Chaudhury et al., 2002). Examples are broadband and
fibre-optic networks, supply-chain management software,
customer relationship management software, inventory
control systems and financial accounting software.

The emergence of e-commerce also significantly lowered
barriers to entry in the selling of many types of goods;
accordingly many small home-based proprietors are able
to use the internet to sell goods. Often, small sellers use
online auction sites such as EBay, or sell via large
corporate websites like Amazon.com, in order to take
advantage of the exposure and setup convenience of such
sites.

2.2 The Impact of E-Commerce on Business Process
Management

Rogers (2004) identified five characteristics or attributes
of innovations that affect the rate at which innovations
are adopted (and ultimately their usage patterns): their
relative advantage, compatibility, complexity, divisibility
(trialability), and communicability (observability).
Additional characteristics were later added; perceived
risk (Ostlund, 2005) and financial and social cost
(Zeithaml, 2005).

As well as technological implications, the advent of e-
commerce seems likely to have far-reaching economic
and social implications for all organizations, irrespective
of the industry in which they operate. However, much of
the debate is currently dominated by the concerns of the
finance for example the liquidity and profitability of the
dotcoms; the marketing for example the design of user-
friendly websites; and the human resource for example IT
skills shortages functions.
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Investigation of the management of business
process in an e-commerce organization needs
to consider the extent of integration both
internally and externally. Consideration of
integration can be drawn together under three
headings that can be used as the basis of a
theoretical framework for empirical research.

3.0 Statement of the Problem

The academic study of e-operations was
inevitably embryonic, and as such there was a
dearth of reported research studies examining
the impact of e-commerce on internal business
processes (Van et al., 2003). A lot of what had
been written about e-commerce to date had
either been predictive, that is, the ‘how to
succeed’ type of publication. According to
Daniel, (1999) much of the literature appeared
to emanate from those with direct commercial
interests, as consultants selling advice,
computer hardware or software sales agents.

Although  operations management and
information management have evolved from
different roots; that is operations management
from scientific management and operations
research; information management from
computer science; they have some common
conceptual underpinnings. Three principal
commonalities are: systems theory and in
particular the transformation model, the
concept of process flows and the differentiation
between constituents of hardware and software.
Descriptive work, including any that concerns
itself with the operational aspects of e-
commerce, has usually come from journalistic
sources, often with scant detail and usually
little analysis. E-commerce seems to be
following other advances in technology driven
operations practice such as MRP and ERP, and
indeed even some non-technologically based
advances like JIT and TQM, in being led by
practitioners, rather than academics
(Debevoise, 2005). In short, while ecommerce
is enjoying rapid advances in practice, theory
has been left lagging behind. There was
therefore need for a study to be carried in a
Kenyan context, especially the Kenya
commercial banks to analyze such phenomena
in order to provide additional understanding
that can form the basis of future development
and application.

Presently, the banking sector in Kenya had
grown to be more sophisticated and the focus
had turned to the business process management
and the quality of service offered to the
customers (Okutoyi, 1988). Hence the banks
were embracing technological innovations in
form of e-commerce, thus embracing on e-
operations as a key differentiator in the

marketplace. One question relates to whether automated
and e-commerce represents positive change and was
enhancing business process management in Kenyan
commercial banks. In the then current -climate,
competition in the banking sector was intense, with new
financial service providers emerging all the time. It was
particularly important to assess how technology was
reducing the ‘labour intensive activities, reducing service
and processing cost, increasing service levels, and
improving the productivity and competitiveness of the
Kenyan financial sector.

A number of studies had also been done on the business
process effects of adopting e-commerce in organizations.
Hedberg et al., (1997) carried out a survey on the
influence of E-commerce on customer-facing operations,
relationships with suppliers, and internal operations
throughout the whole organization whether in the front
office that is, those areas that involve contact with
customers or in the back office that is, areas with no
customer contact.

They concluded that the impact of e-commerce on
operations management has, to date, focused primarily on
the external links in the supply chain. This may be due to
an assumption that e-commerce is associated with moves
to more outsourcing, linked with concepts of the virtual
organization. It may also be due to the need to manage
the greater connectivity afforded by e-commerce. One of
the local researches by Otieno (2006) concluded that
internet banking is embryonic in Kenyan banks.

According to one of the local studies by Ochieng, (1998)
e-commerce was found to be the key factor on bank
business process management. However, irrespective of
the level of operational activity retained within the
organization, the adoption of e-commerce seems bound
to have significant implications for the way that business
processes are managed internally and externally. As
Grover and Malhotra (1999) assert, ‘in conjunction with
marketing, operations and information systems may very
well form the backbone of e-commerce advances in
organizations’.

Although a number of researches had been done on the
business process implications of adopting e-commerce,
none had focused in the Kenyan commercial banks’
management of internal business processes. The Kenyan
banking Industry is a complex industry, involving
multiple disciplines working together towards a common
goal. This industry was often referred to as being
fragmented in nature with a complex network of
communications between the various disciplines. The
latest drive towards innovation had motivated the
industry into looking towards IT and e-commerce as a
vital tool for simplifying the complexity of the banking
process. Moreover the combinations of IT solutions and
Internet e-commerce had together made it possible to
manage and run projects in an efficient manner. These
new possibilities can affect the current methods of doing
banking business. The term e-commerce in this context
refers to an application of technology towards the
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automation of business transactions and
workflows. The general objective of this study
was to model the effect of e-commerce
adoption on business process management.
This study therefore aimed at assessing the
effects of adopting e-commerce on business
process management in the commercial banks
in Kenya.

4.0 Research Strategy

This study was conducted in using a survey
strategy. A Descriptive research design was
also used in this study. This called for a
combination of quantitative and qualitative
methods of dong research, which have been
practiced, as recommended by in management
studies in the developing countries. This, as
Meredith et al. (1989) argued that is the start
point of the ‘the normal cycle of research’, in
which description is used to form the basis for
explanation which can then be tested against
reality until, through a series of research
studies, a theory can eventually be built.
Triangulation was a useful approach to
establish the credibility of qualitative research
noting that, ‘mixing a qualitative method and a
quantitative method to give the researcher the
potential to cover each method’s weaknesses
with strength from the other method. This
research also utilized an ex-post facto design
because such independent variables such as
Manager’s age, experience qualifications;
gender, business size type and other business
related factors cannot be manipulated. The
research relied on records of events that have
already taken place; hence the researcher did
not manipulate any casual factors or challenges
that the business managers pose to business
process management performance.

The population of the study was on the forty-
three (43) commercial banks incorporated and,
or licensed to operate in Kenya (See Appendix
I) and this constituted basically a census study.
The sample frame constituted the three levels
of management in the forty-three (43)
commercial banks in Kenya that is the senior
management, Middle management and Low-
level management ("team leadership"). That is,
the Human Resources Managers, Information
Technology Managers, Operations Managers,

Strategic Managers/CEOs,
Finances/capitalization Managers and
Marketing Managers. The names and

addresses of the banks were obtained from
Central bank of Kenya Monthly Economic
Review (2005). For areas like this where there
was a paucity of empirical research and
existing theory seems inadequate, survey
studies also offered a route to theory building
(Eisenhardt, 1989).

The respondents were chosen using Simple and Stratified
sampling. Stratified sampling was used primarily to
ensure that the different groups of the population were
adequately represented in the sample so as to increase
their level of accuracy when estimating parameters.
Respondents from each stratum were selected randomly.
The strata were based on the senior, middle and the non-
management staff of the 46 banks in Kenya. They were
then identified and interviewed on separate basis since all
the respondents had the same probability of being
selected to form the sample. In simple random sampling,
a random sample was selected in such a way that every
case in the population had an equal chance of being
included in the sample. This was successfully used by
Ojung’a (2005) in his survey of E-Commerce in
Commercial Banks in Kenya.

The main instruments for data collection were
questionnaires (See appendix II) and document analysis.
The questionnaires were preferred in this study because
those who were taking part in the study were literate and
quite able to answer items asked adequately. The
questionnaire items of the instruments had some
overlapping elements. The questionnaire is concise and
has a multiple of choices for the respondents to choose
from. This type of questionnaire requires yes/no
answers, filling in blank spaces, and ticking the
applicable answers. The use of multiple questionnaires
not only afforded greater depth and breadth of data, but
also overcame the problems of unreliability associated
with the use of single respondents (Bowman and
Ambrosini, 1997). The questioning was based on the
theoretical framework developed from the literature, to
focus and bound the work (Miles and Huberman, 1994).

Questionnaires were administered through personal visits
and emails to facilitate quicker response. A pilot study
was conducted on seven respondents, who were selected
randomly, to assist the researcher to make amendments to
the questionnaire where necessary. The questionnaires
was administered by a research assistant using a drop and
pick later approach and took approximately fifteen days
to distribute and collect them. Each questionnaire took
about ten to fifteen minutes to complete. Follow-up was
done through a research assistant who assisted in the
administering of the questionnaires. Once the filled
questionnaires were collected they were prepared for
analysis before being run through the SPSS package to
provide an analysis of the findings. The results were then
interpreted and documented.

The process of data analysis involved several stages.
Completed questionnaires were edited for completeness
and consistency. The data was then coded and checked
for any errors and omissions (Kothari, 1990). Data
analysis was based on the research questions designed at
the beginning of the research. Frequency tables,
percentages and means were used to present the findings.
Responses in the questionnaires were tabulated, coded
and processed by use of a computer Statistical Package
for Social Science (SPSS) programme to analyze the
data.
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The responses from the open-ended questions
were listed to obtain proportions appropriately;
the response were then be reported by
descriptive narrative. Descriptive analysis that
is, the descriptive mean and standard deviation
were used for likert-scale responses;
Descriptive ~ statistics (mean, mode and
standard deviation) and inferential statistics
were used in the analysis. The main
justification is that it enabled the researcher to
describe the findings in terms of their means,
median, and mode across the commercial
banks under study which was gave the study
data a better presentation format. Inferential
statistics involved drawing information from
sampled observations of the population and
making conclusions about the population
(commercial banks in Kenya). Inferential
statistics had a two-prong approach. First,
sampling was conducted to be representative of
the underlying population. Second, the
procedures were capable of drawing correct
conclusions about the population. The results
of the study were then compared with literature
review to establish the critical implications of
e-commerce on the commercial banks business
process management.

5.0 Data Analysis and Findings

4.2 E-Commerce Adoption on Business
Process Management in Commercial Banks
in Kenya

Before assessing the effects of e-commerce
adoption on business process management in
commercial banks, there was need to check
whether the commercial banks had adopted e-
commerce on their business process
management.

4.2.1 Knowledge and Existence of a
Formalized Policy on E-Commerce and
Internal Business Process Management

E-commerce (electronic commerce or EC) is
the buying and selling of goods and services on
the Internet, especially the World Wide Web.
In practice this term and a newer term. The
respondents were asked to indicate whether
they have ever heard of the concept of E-
commerce and Internal Business Process
Management concept; and on the same note
whether the banks have a formalized policy on
e-commerce and Internal Business Process
Management. The results are shown on table
4.1.

Table 4.1 Knowledge and Existence of a
Formalized Policy on E-Commerce and
Internal Business Process Management

Distribution
Knowledge Frequency | Percentage
and Existence
Yes 35 87
No 5 13
TOTAL 14 100

Source: research Data

From the results in table 4.1, it was found that most
respondents understood or they have heard of the two
concepts of E-Commerce and Internal Business Process
Management. The commercial banks in Kenya that is
87% of them have Formalized Policy on E-Commerce
and Internal Business Process Management. This shows
there was a worth reason for the study on the effects of e-
commerce adoption on business process management in
the commercial banks.

The respondents were further queried on who has been
initiating the e-commerce on the banks Internal Business
Process Management and the results are shown on table
4.2.

Table 4.2 Who Has Been Initiating the E-Commerce on
the Banks Internal Business Process Management

Distribution
Initiators Frequency | Percentage
Management 19 514
Board of Directors 17 45.9
Employees 1 2.7
TOTAL 37 100

Source: research Data

From the results in table 4.2, it was found that the
management and board of directors have been key
players in the adoption of E-Commerce on Business
Process Management in the banks. This is a clear
indication that there is top management support and team
work in the efforts of ensuring that the adoption of E-
Commerce on Business Process Management in the
banks is a success through team leadership.

4.2.2 The Focus of the Banks’ E-Business Initiatives

The operating context in which e-commerce is taking
place is considered under three broad headings: customer
context, e-commerce context, and organizational context.
The customer context is the extent to which the
organization is engaged in B2B and/or B2C e-commerce.
The e-commerce context is concerned with the present
business model that is, whether it is a dotcom, or a clicks-
and-mortar organization, the path to that model and the
extent to which the business processes and information
systems have had to change to facilitate the adoption of
e-commerce. The organizational context concerns factors
such as the organization’s objectives, its size, its culture,
its industry sector, and other relevant factors that
influence its business activities. The respondents were
asked to indicate what their banks were focusing on their
e-business initiatives, and the results are as in table 4.3
below.
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Table 4.3 The Focus of the Banks’ E-Business
Initiatives

4.3.1 The Focus of the Bank’s E-Business Activities

The e-business activities can be focused to a number of
dimensions. The respondents were asked to indicate the
extent to which the banks’ e-business activities have been
focused to some business process management
dimensions, and the results are as in table 4.4, below.

Table 4.4 The Focus of the Bank’s E-Business Activities

Focus of the Banks’ E- | Distribution
Business Initiatives Freq. %
Business-to-Customer 30 75.0
e-commerce

Business-to-Business 10 25.0
e-commerce

TOTAL 40 100

Source: research Data

From the responses in table 4.3, it was found
that the major focus of the banks’ e-business
initiatives in business process management was
Business-to-Customer e-commerce with 75%
as compared to Business-to-Business e-
commerce with 25%. This is an indication that
the banks’ e-business initiatives in business
process management are aimed at customer
satisfaction. This concurs with a survey
conducted in the UK which estimated 63% of
companies now have a website (ONS, 2001);
total e-commerce revenues, including the
business to consumer (B2C) and business to
business (B2B) transactions, were worth over
£11 billion in 2000 and are forecast to rise to
nearly £200 billion by 2004 (Forrester, 2001).

4.3 The Effects of E-Commerce Adoption on
Business Process Management in
Commercial Banks in Kenya

With a formalized policy on e-commerce and
Internal Business Process Management, there
are many effects of e-commerce adoption on
business process management in commercial
banks. Investigation of the management of
business  process in an  e-commerce
organization considers the extent of integration
both internally and externally. Consideration of
integration can be drawn together under three
headings that was used as the basis of a
theoretical framework for the research, that is,
the extent to which the business processes for
e-commerce within a clicks-and-mortar
organization (that is, one conducting both e-
commerce and traditional business) are
integrated with the traditional business
processes (Internal business process
integration); the extent to which information
systems are integrated internally - both across
functions, and between e-commerce and
traditional activities and externally, along the
supply chain to suppliers and customers
(information systems integration). Due regard
also needs to be paid to the operating context
in which e-commerce is taking place
considering customer context, e-commerce
context, and organizational context.

The Focus of the | Descriptive Statistics
Bank’s E-Business | Mean Std. Dev
Activities

Collaboration with | 2.1429 0.66299
business partners using

ICT

Provision of other on- | 2.4286 1.28388
line and e-services,

including e-marketing

and advertising

Supply chain | 2.7143 1.13873
management using

intranet

On-line buying | 2.9231 1.03775
(internet)

On-line selling | 3.2308 72501
(Internet)

Source: Research Data

From the results in table 4.4, it was found that to a great
extent (Mean = 2) the banks have focused their e-
business activities on collaborating with business partners
using ICT; provision of other on-line and e-services,
including e-marketing and advertising; supply chain
management using intranet; and on-line buying (internet).
This is an indication that banks do not carry a lot of
selling through internet, but all other aspects of e-
business are well focused on in the banks business
process management.

4.3.1 Important Issues to E-Commerce In Bank’s
Business Process Management

There are some many issues to e-commerce in business
management. The banks’ business management is not an
exception. The respondents were asked to indicate the
extent to which some issues to e-commerce in bank’s
business process management are important. This was on
a five likert-scale where Very Great Extent = 1; Great
Extent = 2; neither agree nor Disagree = 3; Small Extent
= 4; Very Small Extent = 5. The results are as in table
4.5.
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4.5 Important Issues to E-Commerce In Bank’s 4.3.2 Sources Used to Gather Information about Legal

Business Process Management

Issues Relevant to the Banks

The Focus of the Bank’s E- | Descriptive There are some many sources of information
Business Activities Statistics about legal issues. Since the banks have been
Mean | Std. Dev affected by legal issues to a great extent, the
Data protection 1.3056 | .52478 respondents were asked to indicate extent to
Privacy 1.3125 | 53506 which the banks use some key sources to gather
Data retention 1.3714 | 73106 information about legal issues relevant to the
Electronic signatures 1.5135 | .69208 bank’s e-commerce in business management.
Liability for online transactions 1.6970 | 91804 This was on a five likert-scale where Very Great
Validity of a contract concluded by | 1.7179 | 1.07480 Extent = 1; Great Extent = 2; neither agree nor
electronic means Disagree = 3; Small Extent = 4; Very Small
Security of payment 17500 | 91581 Extent = 5. The responses are as in table 4.6
e-invoice 17647 | 78079 below.
gréﬁgrciabllzty " n };?AZZ gg‘;’gg Table 4.6 Sources Used to Gather Information
ﬂ:ga. 10? N re;gls er or.;eques an - L. ’ about Legal Issues Relevant to the Banks
El(l)r d(e):?zzrlvoiges 0 provide  Cross- Sources Used to Gather | Descriptive
Status of partner in e-business | 1.8529 | .82139 Information about Legal | Statistics
collaboration Issues Relevant to the | Mean | Std.

- Banks Deviation
Licenses 1.8667 | 1.13664  \Iy o 1 dvisors 16750 | 1.07143
Taxation/Customs 1.8824 | .84440 -

- - News, services from | 1.9000 | .87119

Consumer protection & complaints | 1.8947 | .68928

— chambers of commerce,
Liability between partners and | 1.9429 | .96841 Banking industry
towards customers associations
Conflict resqlutlon 1.9459 | 97028 Personal contacts 2.3636 | 1.05529
Other IPRs like patel’ltS 1.9677 1.22431 Online sources | 2.5714 1.33473
§pam, phifing, hacking, etg . 2.1600 | 1.17898 (internet)

C0[t).yleft and free copyright like | 2.1765 | 1.14072 Source: Research Data
creative commons

Source: Research Data

From the results in table 4.5, the most
important issues to e-commerce in bank’s
business process management to a very great
extent were found to be data protection;
privacy; data retention; electronic signatures;
liability for online transactions; validity of a
contract concluded by electronic means;
security of payment; e-invoice; enforceability;
and lastly the obligation to register or request
an authorization to provide cross-border
services. This is an indication that the key
issues that affect banks business process
management are considered in the e-commerce
policy.

The respondents were also asked to indicate
the extent to which the e-commerce activities
in the bank’s business process management
have been affected by legal troubles, and from
the research data, it was found that they have
been affected to a great extent (Mean = 2).
This is in line with the above issues ; privacy;
data retention; electronic signatures; liability
for online transactions; validity of a contract
concluded by electronic means; security of
payment; since all are under legal aspects
associated with the use of ICT in business
process management.

From the results in table 4.6, the most important sources
used to gather information about legal issues relevant to
the banks to a very great extent (Mean = 1) were found to
be legal advisors, news, services from chambers of
commerce, and banking industry associations.

The respondents were further asked to indicate the type
of tool the bank uses to access the information about
legal issues. From the research data, surfing websites and
purchasing of information were the main source.

4.3.3 The Barriers Encountered By the Bank in
Increased Use of E-Commerce in Business Process
Management

There are many barriers encountered by the bank in
increased use of e-commerce in business process
management. The respondents were asked to indicate the
barriers encountered by the banks in the increased use of
e-commerce in business process management, and the
responses are as in table 4.7.
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Table 4.7 The Barriers Encountered By the
Bank in Increased Use of E-Commerce in
Business Process Management

Table 4.8 The Status of the Critical Aspects of E-
Commerce and Business Process Management
Descriptive

The Barriers | Distribution The Status of the Critical | Statistics

Encountered Frequency | Percentage Aspects of E-Commerce | Mean | Std.

Conservative 20 48.8 and Business Process Dev

organizational cultures Management

Lack  of  industry | 14 34.1 Retail transfer e-payments | 1.5000 | .68773

standards (ATM transactions, card-

Industry cultures 4 9.8 based e-money and cash

Fear of being left | 3 7.3 withdrawals)

behind by Competitors Electronic ID 1.5000 | .76229

TOTAL 41 100 Security 1.5152 | .75503
Internet 1.5676 | .86732

Source: research Data

From the results in table 4.7, the two major
barriers encountered by the banks in increased
use of e-commerce in business process
management are conservative organizational
cultures and lack of industry standards. This
concurs with Bitner et al., (2001) observations
that the barriers to increased use of e-
commerce are both social for example
conservative organizational and industry
cultures and technological for example lack of
industry standards and open systems.

4.3.4 The Status of the Critical Aspects of E-
Commerce and Business Process Management

There are many issues of e-commerce which
are as implications on banks business process
management. The extent of use depends on an
organization’s status in the adoption of e-
commerce in its business process management.
The respondents were asked to indicate the
extent to which the commercial banks use or
might be considering the use of some of the
key aspects associated with e-commerce in
their business process management. This was
on a five likert-scale where Very Great Extent
= 1; Great Extent = 2; neither = agree  nor
Disagree = 3; Small Extent = 4; Very Small
Extent = 5. The results are tabulated as in table
4.8 below.

Retail e-payments (credit | 1.6000 | .70892
& debit cards)

Electronic signatures 1.6923 | .86310
Mobile applications 1.7429 | .61083
Wholesalers e-payments | 1.7742 | .80456
(large  value transfer

systems, automatic

clearing and credit

transfers)

Electronic document | 1.7879 | .92728
management

Payments 1.7941 | .80827

Registration process for | 1.8333 | .69693
customers
E-procurement 1.8611 | .79831
Certificates for security of | 1.9310 | .88362
payment
Online marketing 1.9677 | .87498
Collaborative tools for e- | 1.9714 | .82197
business
Security layers 2.0000 | .89443
Applications 2.1000 | .95953
Metaresearch or advanced | 2.1304 | .86887
extraction applications
Virtual private network 2.1429 | .93152
E-auctions for | 2.2647 | 1.02422
procurement
Source: research Data
From the results in table 4.8, the ten major current
implications (Mean = 1) of e-commerce on banks
business process management are retail transfer e-
payments (ATM transactions, card-based e-money and
cash withdrawals); there is use of electronic ID; security
of operations has been enhanced, internet has been
enhanced, there has been improved management of retail
e-payments (credit & debit cards); electronic signatures
are now stored and can be shared, with a lot of mobile
applications. There is an increased wholesaler’s e-
payment (large value transfer systems, automatic clearing
and credit transfers). There is also electronic document
management, electronic  registration process for
customers, E-procurement and certification for security
of payment.
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4.3.5 The Specific Effects of E-commerce to
Bank’s Business Process Management

E-commerce is the complete set of processes
that support commercial business activities on
a network. There are many effects of e-
commerce to bank’s business process
management. The respondents were asked to
indicate the specific effects of e-commerce to
bank’s business process management. This was
on a five likert-scale where Very Great Extent
= 1; Great Extent = 2; neither = agree  nor
Disagree = 3; Small Extent = 4; Very Small
Extent = 5. The results are tabulated as in table
4.9 below.

Table 4.9 The Specific Effects of E-commerce
to Bank’s Business Process Management

help make decisions on Effective business process
management.

This is in line with Dabholkar’s (1994) claim that when
the customer is in direct contact with the technology there
is greater control such as with Internet banking. But
contradicts his observation that, if there is an absence of
direct contact, such as with telephone banking (since the
technology itself is not visible to customers who are able
only to press numbers on their telephone keypad) it is
assumed that there is less control perceived by the
customer during this transaction. This is further in line
with Bateson’s (1984) number of studies on the need for
consumers to have control during service encounters.
When a consumer freely chooses to use technology as a
form of service delivery the impact is high in terms of
quality attributes. Some of the quality attributes that are
highly important to consumers are efficiency and speed
(Bateson, 2000).

6.0 Summary and Conclusions

In line with the general objectives of the study, the

Descriptive following conclusions were arrived at which were
The Specific Effects of E- | Statistics further used to model the effects of e-commerce
commerce to Bank’s Business | Mean | Std. Dev | adoption on business process management
Process Management
It has improved the image of the | 1.6098 | .99695 6.1 Conclusions
bank Based on the results from data analysis and
Besides profit making the bank | 1.6410 | .77755 findings of the research, the following conclusions
should also be actively engaging were arrived at, based on the objective of the
itself for the good of the effective study; Firstly, it was found that the commercial
business process management banks in Kenya have Formalized Policy on E-
Effective business process | 1.7500 | 1.08012 Commerce and Internal Business Process
management has caused great Management.
market share and more profits to
the bank Secondly, the major focus of the banks’ e-
Am familiar with the concept of | 1.9250 | .91672 business initiatives in  business  process
Effective business process management was  Business-to-Customer e-
management and have heard of it. commerce as compared to Business-to-Business
The bank asks me for my input to | 1.9750 | .76753 e-commerce; an indication that the banks’ e-
help make decisions on Effective business initiatives in  business  process
business process management management are aimed at customer satisfaction.
Effective business process | 3.0000 | 1.08604 . .
management has caused me to Thirdly, it was found that to a great extent the
work long hours to ensure that it is banks have focused their e-business activities on
enhanced collaborating with business partners using ICT;

Source: research Data

From the results in table 4.9, the five major
effects (Mean = 1) of e-commerce on banks
business process management are it has
improved the image of the bank; besides profit
making the bank have actively engaging
themselves for the good of the effective
business process management; effective
business process management has caused great
market share and more profits to the bank;
everybody is now familiar with the concept of
Effective business process management and
the bank employees have got some input to

provision of other on-line and e-services,
including e-marketing and advertising; supply chain
management using intranet; and on-line buying (internet).
Fourthly, the most important issues to e-commerce in
bank’s business process management to a very great
extent were found to be data protection; privacy; data
retention; electronic signatures; liability for online
transactions; validity of a contract concluded by
electronic means; security of payment; e-invoice;
enforceability; and lastly the obligation to register or
request an authorization to provide cross-border services.
Fifthly, the two major barriers encountered by the banks
in increased use of e-commerce in business process
management are conservative organizational cultures and
lack of industry standards.
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Sixthly, among the ten major current
implications of e-commerce on banks business
process management are retail transfer e-
payments (ATM transactions, card-based e-
money and cash withdrawals); and there is use
of electronic ID; security of operations has
been enhanced, internet has been enhanced.

Lastly, e-commerce is the complete set of
processes that support commercial business
activities on a network. The five major effects
of e-commerce on banks business process
management are it has improved the image of
the bank; besides profit making the bank have
actively engaging themselves for the good of
the effective business process management;
effective business process management has
caused great market share and more profits to
the bank; everybody is now familiar with the
concept of Effective business process
management and the bank employees have got
some input to help make decisions on Effective
business process management.

6.2 Modeling the Effects of E-Commerce
Adoption on Business Process Management

The effects of e-commerce adoption on
business process management can be modeled
using a flow chart as follows:

E-Commerce Adoption on Business
Process Management

I. Create Awareness About E-commerce
Have

ii. A Formalized Policy On E-Commerce
And Internal Business  Process
Management

iii. Initiating the E-Commerce on the
Banks Internal Business Process

\

Realization of the Effects of E-Commerce
Adoption on Business Process Management
in Commercial Banks in Kenya

Through the | Through Manage the
Bank’s E-| Focusing on Barriers in
Business Important Increased Use
Activities Issues to E- of E-Commerce

Commerce and in BPM

Achievement of the Benefits of E-commerce
to Bank’s Business Process Management

Figure 6.1: Modeling the Effects of E-
Commerce Adoption on Business Process
Management

There are three steps towards realizing the effects of e-
commerce in the business process management.

The first step is the adoption of e-commerce adoption on
business process management. This process management
requires a number of things to be done: the first phase
here is to create awareness about e-commerce as the
buying and selling of goods and services on the Internet,
especially the World Wide Web. In practice this term and
a newer term. This is slightly followed by having in place
a formalized policy on e-commerce and internal business
process management which relates to key issues of e-
commerce, which are as implications on banks business
process management. The extent of use depends on an
organization’s status in the adoption of e-commerce in its
business process management. Some of the key aspects
associated with e-commerce on banks business process
management are retail transfer e-payments (ATM
transactions, card-based e-money and cash withdrawals);
there is use of electronic ID; security of operations has
been enhanced, internet has been enhanced, there has
been improved management of retail e-payments (credit
& debit cards); electronic signatures are now stored and
can be shared, with a lot of mobile applications. There is
an increased wholesaler’s e-payment (large value transfer
systems, automatic clearing and credit transfers). There is
also electronic document management, electronic
registration process for customers, E-procurement and
certification for security of payment. The third phase of
the first step is to initiate the e-commerce on the banks
internal business process management: Be done by the
management and board of directors. These are the key
players in the adoption of E-Commerce on Business
Process Management in the banks. The top management
support and team work in the efforts of ensuring that the
adoption of E-Commerce on Business Process
Management in the banks is a success through team
leadership. This phase is followed by the last phase of
focusing on the banks’ e-business initiatives: The
operating context in which e-commerce is taking place is
considered under three broad headings: customer context,
e-commerce context, and organizational context. The
customer context is the extent to which the organization
is engaged in B2B and/or B2C e-commerce. The e-
commerce context is concerned with the present business
model that is, whether it is a dotcom, or a clicks-and-
mortar organization, the path to that model and the extent
to which the business processes and information systems
have had to change to facilitate the adoption of e-
commerce. The organizational context concerns factors
such as the organization’s objectives, its size, its culture,
its industry sector, and other relevant factors that
influence its business activities.

The second step or level from the above e-commerce
adoption on business process management is the
realization of the effects of e-commerce adoption on
business process management in a bank. With a
formalized policy on e-commerce and internal business
process management, there are many effects of e-
commerce adoption on business process management in
commercial banks. Investigation of the management of
business process in an e-commerce organization
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considers the extent of integration both
internally and externally. Consideration of
integration can be drawn together under three
headings that was used as the basis of a
theoretical framework for the research, that is,
the extent to which the business processes for
e-commerce within a clicks-and-mortar
organization (that is, one conducting both e-
commerce and traditional business) are
integrated with the traditional business
processes (Internal business process
integration); the extent to which information
systems are integrated internally - both across
functions, and between e-commerce and
traditional activities and externally, along the
supply chain to suppliers and customers
(information systems integration). Due regard
also needs to be paid to the operating context
in which e-commerce is taking place
considering customer context, e-commerce
context, and organizational context.

This is achieved through the following three
key approaches: through the bank’s e-business
activities: The e-business activities can be
focused to a number of dimensions. The banks
should focus their e-business activities on
collaborating with business partners using ICT;
provision of other on-line and e-services,
including e-marketing and advertising; supply
chain management using intranet; and on-line
buying (internet). This implies that banks do
not carry a lot of selling through internet, but
all other aspects of e-business are well focused
on in the banks business process management.
Secondly, through Focusing on Important
Issues to E-Commerce In Bank’s Business
Process Management: There are some many
issues to e-commerce in business management.
The banks’ business management is not an
exception. The most important issues to e-
commerce in bank’s business process
management to a very great extent are data
protection; privacy; data retention; electronic
signatures; liability for online transactions;
validity of a contract concluded by electronic
means; security of payment; e-invoice;
enforceability; and lastly the obligation to
register or request an authorization to provide
cross-border services. This implies that the key
issues that affect banks business process
management must be considered in the e-
commerce policy. The e-commerce activities in
the bank’s business process management can
be affected by legal troubles, and this is in line
with the above issues ; privacy; data retention;
electronic signatures; liability for online
transactions; validity of a contract concluded
by electronic means; security of payment; since
all are under legal aspects associated with the
use of ICT in business process management.

Lastly, through proper management of the barriers
encountered by the bank in increased use of e-commerce
in business process management: There are many barriers
encountered by the bank in increased use of e-commerce
in business process management. The two major barriers
encountered by the banks in increased use of e-commerce
in business process management are conservative
organizational cultures and lack of industry standards.
This concurs with Bitner et al., (2001) observations that
the barriers to increased use of e-commerce are both
social for example conservative organizational and
industry cultures and technological for example lack of
industry standards and open systems.

The last step, after the adoption and realization, the
following Benefits of E-commerce to Bank’s Business
Process Management are achieved: E-commerce is the
complete set of processes that support commercial
business activities on a network. There are many effects
of e-commerce to bank’s business process management.
The five major benefits and major effects of e-commerce
on banks business process management are it can
improved the image of the bank; besides profit making
the bank can actively engaging themselves for the good
of the effective business process management; effective
business process management can cause great market
share and more profits to the bank; everybody is now
familiar with the concept of Effective business process
management and the bank employees have got some
input to help make decisions on Effective business
process management.

6.3 Limitations and Suggestion for Further Research

There was time and financial constraint in carrying out
the research. The following factors were the greatest
hurdles while conducting the study: Irrelevancy: Some of
the respondents had no information hence giving out data
which was not satisfactory. Transportation: Due to poor
means of communication it took long to visit all branches
and this led to arriving when some of the managers had
left for meetings and others home. Time: It took long
when collecting the questionnaires because some of the
respondents kept them and never bothered to answer.
Literature availability: Due to poor equipped libraries on
ICT and e-operations it took long to get the required data
and literature.

The following challenges need to be addressed within the
commercial banks in Kenya: balancing effective business
process management and the long hours which people
work to ensure that e-commerce and effective business
management is enhanced. Since the two major barriers
encountered by the banks in increased use of e-commerce
in business process management are conservative
organizational cultures and lack of industry standards.
The commercial banks in Kenya should get a way o
dealing with both social for example conservative
organizational and industry cultures and technological for
example lack of industry standards and open systems to
give any change taking place some degree of legitimacy.
They should remove the status quo to be supportive to
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any formulation of new ideas in order to
respond to an ever-changing environment.

Areas of further research that were identified
include a similar study to be carried out on
other sectors of commercial and financial
sector, A study on the key benefits of e-
commerce adoption on business process
management in other sectors of commercial
and financial sector in Kenya. Crucially further
research is should be done to determine how e-
commerce adoption on business process
management can contribute to a companies
financial performance can be measured and to
what extent can the benefits if any be
quantified by the organizations.
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Appendices:
Appendix I: A List of Commercial Banks

42 | Standard Chartered Bank (K) Ltd | Large
43 | Trans-National Bank Ltd Small
44 | Victoria Commercial Bank Ltd Small
Source: Central Bank of Kenya, Commercial Banks

Directory (2007)
Appendix II: Research Questionnaire

1. Have you heard of the E-commerce and Internal
Business Process Management concept?
Yes [ ] No [ ]

2. Does your bank have a formalized policy on e-

SN | Commercial Bank Peer commerce and Internal Business Process Management?
Group Yes [ 1 No [ 1
1 African Banking Corporation Ltd | Medium
D) Bank of Africa Kenya Ltd Medium If yes, how has e-commerce been initiated in your bank’s
3 Bank of Baroda (K) Ltd Medium Internal Busme.ss Process Management?
- - By Board of Directors [ ]
4 Bank of India Medium BYM ¢
y Managemen [ ]
5 Barclays Bank Of Kenya Ltd Large Government legislation [ ]
6 CFC Bank Ltd Large By employees [ ]
7 Charterhouse Bank Ltd Medium Other stakeholders (please specify)
8 Chase Bank (K) Ltd Small 4. What is your bank focusing on in its e-business
9 Citibank N.A Kenya Large initiative?
10 | City Finance Bank Ltd Small Bus@ness-to-Business e-commerce [ ]
11 | Co-operative Bank of Kenya Ltd | Large Business-to-Customer e-commerce | ]
12 | Commercial Bank of Africa Ltd Large Others (please specify
13 Cons.ohdated Bank of Kenya Ltd | Small 5. To what extent has your bank’s e-business activities
14 | Credit Bank Ltd Small been focused to the following aspects of e-business focus.
15 | Development Bank of Kenya Ltd | Small Please mark appropriate selection or provide specific
16 | Diamond Trust Bank (K) Ltd Large description. Where 1= Very Great Extent; 2 = Great
17 | Dubai Bank Kenya Ltd Small Extent; 3 = Don’t Know; 4 = Small Extent; 5 = Very
18 | East African Building Society Medium Small Extent
19 | Equatorial Commercial Bank Ltd | Small Aspects of E-business Focus Extent
20 | Equity Bank Ltd Medium
21 | Family Finance Building Society | Small On-line buying (internet)
22 | Fidelity Commercial Bank Ltd Small On-line selling (Internet)
53 | Fina Bank Ltd Medium Supply chain manageme.nt using 1ntraqet
24 | Giro Commercial Bank Ltd Medium _Prov1s;on of other.on-lme and C-services,
- - including e-marketing and advertising
25 | Guardian Bank Ltd Medium - - - -
- - - Collaboration with business partners using
26 | Habib Bank A.G Zurich Medium ICT
27 Habib Bank Ltd Small Others (please specify)
28 | Housing Finance Ltd Medium
29 | Imperial Bank Ltd Medium 6. In your opinion, how important to e-commerce are the
30 | Investment & Mortgages Bank | Medium issues listed below to your bank’s business process
Ltd management? 1= very important; 2= Important; 3= Not
31 | K-Rep Bank Ltd Small Important; 4 = not familiar
32 | Kenya Commercial Bank Ltd Large E-Commerce Issues
33 | Middle East Bank (K) Ltd Small — -
34 | National Bank of Kenya Ltd Large l:;{alrclllty of a contract concluded by electronic
35 | National Industrial Credit Bank | Large Electronic signatures
Lt(.i - e-invoice
36 | Oriental Commercial Bank Ltd Small Taxation/Customs
37 | Paramount Universal Bank Ltd Small Security of payment
38 | Prime Bank Ltd Medium Obligation to register or request an
39 | Prime Capital and Credit Ltd Small authorization to provide cross-border services
40 [ Southern Credit Banking Corp | Small Data protection
Ltd Data retention
41 | Stanbic Bank Kenya Ltd Large Privacy
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Liability for online transactions

Liability between partners and towards
customers/third parties

Currently, 2 = Planned; 3= considering; 4= Never

Conflict resolution

E-Commerce and Business Process | Extent
Management

Enforceability

E-procurement

Consumer protection & complaints

E-auctions for procurement

Status of partner in e-business collaboration
(legal entity or not)

Retail e-payments

Retail transfer e-payments

Copyright

Wholesalers e-payments

“Copyleft” and free copyright like creative
commons

Certificates for security of payment

Electronic signatures

Linceses Electronic ID
Other IPRs like patents Registration process for customers
Others (specify) Electronic document management

Spam,phising, hacking, etc

Collaborative tools for e-business

7. To what extent are your e-commerce
activities in the bank’s business process
management affected by legal troubles?

Very Great Extent [ ] Great Extent [1
Small Extent [ ] Very Small Extent [ ]

8. To what extent does your bank currently use
the following sources to gather information
about legal issues relevant to your bank?
Where 1= Very Great Extent; 2 = Great Extent;
3 = Don’t Know; 4 = Small Extent; 5 = Very
Small Extent

Corporate solutions platforms

Mobile applications

Metaresearch or advanced extraction
aplications

Open source applications

Security layers

Internet

Virtual private network

Payments

Applications

Security

Online marketing

Sources Extent

Personal contacts

12. Please indicate the extent to which you agree or
accept the following statements. (Effects of e-commerce
to the bank’s business process management) on a scale of
1-5 where by 1 rep, strongly agree and 5 rep strongly
disagree)

News, services from chambers
of commerce, Banking industry
associations

Effects of E-commerce to Bank’s | Agree
Business Process Management

Legal advisors

It has improved the image of the bank

Online sources (internet)

Effective business process
management has caused great market
share and more profits to the bank

Newsletters and magazines

Others (please specify)

9. What type of tool did the bank use to access
the above information?

Surfing websites [ ]
Blogs [ ]
Purchasing information[ ]

P2P file sharing [ 1

10. What are some of the barriers encountered
by your bank in its increased use of e-
commerce in business process management?
Conservative organizational cultures[ 1
Industry cultures [ 1
Lack of industry standards [ ]
Fear of being left behind by competitors| ]
Others

10. Please indicate to which extent your bank
uses or might consider to use the following in
its business process management. Where 1=

Effective business process
management has caused me to work
long hours to ensure that it is enhanced

The bank asks me for my input to help
make decisions on Effective business
process management

Besides profit making the bank should
also be actively engaging itself for the
good of the effective business process

management
Am familiar with the concept of
Effective business process

management and have heard of it.
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