EAS Journal of Humanities and Cultural Studies E OPEN ACCESS

Abbreviated Key Title: EAS J Humanit Cult Stud
ISSN: 2663-0958 (Print) & ISSN: 2663-6743 (Online)
Published By East African Scholars Publisher, Kenya

Volume-3 | Issue-6 | Nov-Dec-2021 | DOI: 10.36349/easjhcs.2021.v03i06.002

Review Article

An Investigation of Management Information System Agility and
Performance of Commercial Banks in Nairobi Metropolitan

Trezah Awuor Odindo®*
!Department of management science, Kenyatta University

Abstract: The dynamic environment and the capability of information systems is

Avrticle History one of the challenges companies face in order to achieve effective performance. The
Received: 06.10.2021

Accepted: 10.11.2021 purpose of the study was to determine the effect of Management Information
Published: 18.11.2021 Systems agility on the performance of commercial banks in Nairobi city County,
Kenya. Commercial banks in Nairobi County have been performing poorly because

Journal homepage: of poor service quality, insufficient ICT literacy of bank employees, information
https://www.easpublisher.com system insecurity, inadequate information storage and government regulations. The

objective of this study was to determine the effect of service quality, ICT literacy,
system security and information storage on the performance of commercial banks in
| Nairobi County Kenya. The target population was 430 employees from 43
commercial banks in Nairobi County Kenya. Purposive sampling was used to draw
a sample size of 86 ICT specialists as respondents. Primary data was collected
through questionnaires. Data was analyzed using descriptive, relational, and
:q. inferential analysis especially use of regression model. The study found out that
service quality, ICT literacy, system security, information storage were significant
and had positive effect on performance of commercial banks. The study concluded
that management information system agility has influence on the performance of
commercial banks. The study recommended that commercial banks should
formulate strategies that will enhance performance of commercial banks based on
service quality, ICT literacy, systems security and information storage in their
organizations.
Keywords: MIS Agility, Service Quality, ICT Literacy, Systems security,
Information storage, Banks’ performance.
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Management information systems can be
INTRODUCTION defined as formal systems that give management timely

information that is required for efficient decision-
making. The type of information obtained from these

The  commercial  banking  sector s
characterized by intense competition as there is intense
battle _forh CUStg Mers q an_c:c_ évherg dselelctlvz bgrowth system is on the past, present, and future forecasts and
strategies have been Identified and developed because other  intrinsic  and  extrinsic  organizational
of the need to grow in volume (Wachinga, 2010). To developments (Mohammed & Wang, 2015). Globally,

succged in this highly ir_1tense _competifcive sector, banks advancement in technology has seen the development
require robust and reliable information systems that of various industries such as the banking and finance

they need to_utilize in the measurement of customer sector. The amount of sensitive data, consumer and

prﬁfltabllzjty.bThe_ f]inancw}l and banklngbsector 1S g]r‘eatrl]y market demands and new technology have necessitated
Influenced Dy information systems because of the the need to have more complex IT solutions to enhance

connectivity of computers to one _another an_d the the development of the banking industry (Almaryani &
computers to the customers who need instant services at Sadik, 2012)

the comfort of their locations. Banks have vast amounts
of customer data such as personal information and the
transactions that they process for their customers daily.
The data handled by banks is sensitive and the
infrastructure for handling the data is becoming more
complex therefore making the sector entirely dependent
on information systems (Lilly & Juma, 2014).

Several studies have been done globally on the
role of Management information systems agility in the
banking sector. In a study on the importance of
Management information systems in the banking sector,
Pilarczyk (2016) notes that failure in information
systems have the potential to cripple the operational
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performance of a bank. Such a case was witnessed in
the Royal Bank of Scotland in 2012 where a failure in
banking systems crippled banking operations for a few
hours that translated into massive losses of
approximately ~ $286million  due to  outdated
management software (Pilarczyk, 2016). In a survey
Conducted by Sainsbury on customers are more willing
to trust a bank with the right technology in place.
Investment in more advanced Management information
systems is thereby require to boost overall performance
in the sector

Statement of the Problem

There has been an immense improvement in
the effectiveness with which information is handled in
Kenyan banks and as such, this has had a positive effect
on their performance in regards to the effectiveness
with which customers are served and the resulting
revenue and profitability (Muriithi & Louw, 2017).
Because of this, the Kenyan banking sector is regarded
as being more mature and growing faster than others in
the East African region. However, its performance is
still challenged by a wide range of factors which are
both local and global and these include weakness of
internal and external control systems, the growth of
Fintech companies, non-performing loans, poor
governance and leadership and unprecedented financial
crises (Care, 2018). To achieve better results therefore,
one of the strategies that is seen as effective and
relevant in the present day is improving how data and
information is handled and processed. Banks in Kenya
handle a vast amount of information that they obtain
from their customers’ details and the numerous
transactions that they process (Benaben & Vernadat,
2017). Therefore, they require technologies and
information systems for managing customer data.
However due to the complexity and dynamic nature of
the industry, technological advances are constantly
being rolled out and the needs and demands of clients
are constantly changing as well. It is therefore
important to identify the issues that affect how
information systems of banks is managed in order to
keep up with the market and aid the banks in achieving
their performance strategies more effectively and
efficiently.

A shift towards agile banking information
systems is now a requirement for banks because of the
advanced and highly sophisticated banking technologies
to meet the changing demands of customers such as
high need for product value with decrease in costs and
enhanced convenience (Gorlca, Somcers, & Wong,
2010). The growth of agile information systems in
banking is under strict government supervision through
its regulations and policies (Benaben & Vernadat,
2017). Commercial banks therefore need to incorporate
the regulations on their operational and service systems.
If Kenyan commercial banks do not manage the
challenges they face in uncertain operating environment
and changing customer demands, their information

systems will fail and the desired value in terms of
operational and business performance from the systems
might not be achieved despite the high cost of
implementation. Commercial banks in Nairobi County
have been performing poorly because of poor service
quality, insufficient ICT literacy of bank employees,
information system insecurity, inadequate information
storage and government regulations. Government
regulations range from privacy, copyright, pricing and
market entry. Government regulations are put in place
to make markets more competitive. The study hence
sought to investigate the best way service quality, ICT
literacy, system security, information storage and
government regulations can be used to enhance
commercial banks’ performance in Nairobi County. The
general objective of the study is to determine the effect
of Management Information Systems agility on the
performance of commercial banks in Nairobi city
County, Kenya.

Empirical Review

This section discusses the study variables.
These are the dependent variable which is performance
of banks and the independent variables which include
service quality, ICT literacy, system security,
information storage and government regulations which
represent the Management Information systems agility.

Kenyan banks are crucial stakeholders in
allocation of economic resources in the country as they
play a role in directing funds from depositors to
investors. The banks however can meet their role by
generating income that is sufficient enough to cover the
operational costs that they incur. The ultimate goal of
commercial banks is to make profit therefore every
strategy and activity performed are designed to achieve
this major goal apart from the social and economic
goals.

Statistically, ICT strategies influences income,
profitability and customer deposits of commercial banks
in Kenya significantly (Wasilwa & Omwenga, 2016).
Mobile phones have a high effect than internet services
on ICT strategies of commercial banks in regard to
influencing performance of Kenyan banks positively.
From the findings from the study of Wasilwa &
Omwenga (2016), Kenya’s commercial bank
performance is positively influenced by ICT strategies.
A recommendation is made that the government and the
management of banks should explore and implement
collaborations that are sustainable with mobile phone
service providers and internet service providers so as to
accelerate the penetration of ICT as this will in the long
run result into desired impacts in the economy.

Banks have adopted various ICT innovations
which have led to the development of information
systems for example ATMS (automated teller
machines), mobile and internet banking, point of sale
(POS) terminals, debit and credit cards and electronic
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funds transfer. These have led to a positive response
from banks’ customers in terms of customer deposits
and the total income from commission fees and interest
(Kamau, 2015). The banking information systems have
expanded the income generating potential of
commercial banks therefore enhancing performance.
The use of ICT products and innovations have led to
positive return on assets for commercial banks. ICT can
be developed in various ways to design banking
products that increases organizational performance
(Kamau, 2015).

There is debate on the adoption of ICT and its
improvement of bank performance despite the potential
benefits of ICT on e-commerce (Mwangi, 2012). An
investment on information systems and ICT
infrastructure is a vital element in growth and
productivity in the banking industry as it enables banks
to offer several services to clients (Mwangi, 2012). ICT
is the core of electronic banking in Kenya and
information systems through ICT innovations play key
roles in improving banking efficiencies. Service
delivery standards in banks have improved because of
technological advancements such as ATMs which allow
customers to perform banking transactions even beyond
banking hours and from their respective remote
locations without going to banking halls (Mwangi,
2012). New ICT based processes and technologies lead
to improvement in banks’ operating efficiencies and
customer service levels. There is a positive effect of
ICT on the performance of a firm in terms of market
value, profitability, productivity, market share, process
efficiency, cost savings, customer satisfaction, service
quality, process flexibility and general organizational
flexibility (Mwangi, 2012).

According to the study by Juma (2012), ICT
improves the operations, liquidity and the asset quality
of Kenyan banks. The study shows that commercial
banks not only increases competitiveness in the market
but also increases their market share. Management
information system improves the quality of service that
is offered by banks (AL-Adwan, 2016). In this study by
AL-Adwan (2016), it is recommended that policies
should be drawn to uplift management information
systems because it improves customer service quality
satisfaction. In a study to establish whether ICT
innovations impacts operational performance Kenyan
banks, it was found that management support, process
re-engineering and customer service delivery enhance
the performance of commercial banks through
enhancement of acquisition of new clients, strategic
operational objectives and improved performance
agenda (Mbogo, 2017). Commercial banks are investing
in ICT innovations in order to remain competitive and
sustainable. The operational performance of banks is
achieved by accomplishing specific outputs in regard to
expected outcomes. These outcomes are based on speed
of product delivery, quality of service, quality of
products, dependability and flexibility (Mbogo, 2017).

Commercial banks are enhancing operational
performance by consistently establishing different
delivery methods of products and services to their
customers.

Research Design

The study design is a framework that answers
research questions and works towards attaining research
objectives (Walliman, 2014). Descriptive design was
applied in this study. The descriptive research design is
a research plan which determines and report the
answers to the following questions; what is happening,
how is it happening and why is it happening? (Mohajan
& Mohajan, 2018) (Castillo, 2016). Descriptive
research can either be qualitative or quantitative and
entails various variables under one study which makes
it a unique design. This research design is considered
appropriate for the research because it provides
flexibility for the research to explore phenomena being
explored both qualitatively and quantitatively and as
such, the findings provide and in-depth understanding
of phenomena being explored and as well, produce data
that can be generalized to the wider banking sector in
Nairobi. According to Mohajan & Mohajan (2018), the
descriptive research design capitalizes on data
reliability and has provisions for protection from
partiality.

Target Population

In order to make or draw conclusions from a
research, inferences are made from research findings so
as to identify the characteristics of the bigger population
from the sample that is chosen (Castillo, 2016).
Population in research refers to a set of people or events
that is hypothetical and which a study researcher draws
information from to get study results. According to
Central Bank of Kenya (2020), there were 43 licensed
commercial banks in Kenya. The target population for
this study was 43 commercial banks as shown on
Appendix V. The researcher selected the ICT specialists
of the commercial banks.

Sample size and Method

This is the selection of a section of the larger
research population from whom the data was collected
(Castillo, 2016). There are two broad approaches to
sampling and these are the random and purposive
sampling techniques. For this study, the purposive
sampling approach was used. This form of sampling
involves selective or subjective sampling (Castillo,
2016). It is a non-probability form of sampling that
involves selection of cases to include in the research
based on their idealness in addressing the objectives of
the research. It is therefore an effective approach
because the research sample selected is usually
equipped with the knowledge and information required
to effectively address the research objectives. Two ICT
employees from each bank were selected to participate
as respondents for the study, therefore the sample size
was 86 respondents. Purposive sampling was used
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because it has a major goal of focusing on specific
characteristics of a population (Castillo, 2016).

Data Collection Instrument

Collection of Primary data was done using
questionnaires. A questionnaire is a set of questions that
are used to collect data (Mohajan & Mohajan, 2018).
The set of questions are usually predetermined. It is
related to the objectives of the research and records
information on particular issues of interest. Survey
method is one of the common methods of data
collection in descriptive data design (Walliman, 2014).
Through this method, the targeted population were
administered with research questions captured in
questionnaires.

The questions were both open and close ended
in order to attain a variety of responses which
corresponds to a variety of variables of the study. A 5-
point Likert scale was implemented on the
questionnaire where 1 stands for strongly disagree and 5
stands for strongly agree. It was also designed with
different sections as illustrated in appendix 2. The
questionnaires were electronically distributed to the
respondents through their emails. They were then
requested to fill and resend them to the researcher
within a 1-week period.

Data Analysis and Presentation

Data analysis and presentation is the process
whereby the data collected is reviewed, cleaned,
converted and modelled with the purpose of drawing
conclusions (Walliman, 2014). Data analysis was

conducted through descriptive data analysis and through
the regression model analysis. Descriptive and
inferential data analysis was conducted to identify the
shapes and distributions that will show the relationships
among the independent variables and dependent
variable. Descriptive data analysis was done through
data reduction method which is the simplification,
summarizing and conversion of written data. Themes
and categories were established and organized into
understandable forms. Conclusions on the research
issues were drawn by the researcher in this step.

Regression data analysis is a relational
statistical technique that shows the relationship between
a dependent variable which is the target and
independent variables which is the predictor (Mohajan
& Mohajan, 2018). It finds the causal effect relationship
between variables and is used in forecasting. It will be
presented by linear regression equations and their
corresponding graphs. Apart from showing how the
independent and dependent variables relate, regression
analysis is also used to indicate the strength or the
impact that multiple independent variables have on a
dependent variable. This technique channeled the study
towards evaluating the best variable mix that will create
best performing predictive model. This is achieved
through the development of a regression equation
models as shown below.

Multiple Regression Analysis
The regression analysis results were as in
Tables 4.20 4.21and 4.22.

Model Fitness
R R Square Adjusted R Square | Std. Error of the Estimate
.855a 0.731 0.716 0.28489
Sum of Squares | Df | Mean Square | F Sig.
Regression | 15.888 4 |3.972 48.94 .000b
Residual 5.844 72 | 0.081
Total 21.732 76

Source: Survey Data (2021)

The model of fitness results showed that the
adjusted r square for the relationship between
management  information  system  agility and
performance of commercial banks in Nairobi county
Kenya was 0.716. This indicated that the variables
service quality ICT Knowledge system security and

information storage explain 71.6% of the variation in

the variable performance of banks.

ANOVA results revealed that the whole model
used to describe the relationship between management
system agility and performance of
commercial banks in Nairobi city county Kenya was

information

significant (p=0.000).

Regression Coefficients Results

Unstandardized Coefficients | Standardized Coefficients FOR EQ | t Sig.

B Std. Error Beta
(Constant) -0.377 0.34 -1.108 | 0.271
Service quality 0.242 0.093 0.215 2.598 | 0.011
ICT Knowledge 0.267 0.108 0.224 2.466 | 0.016
System Security 0.346 0.096 0.328 3.602 | 0.001
Information Storage | 0.242 0.104 0.234 2.321 | 0.023
a Dependent Variable: Performance of Banks

Source: Survey Data (2021)
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Regression of coefficients results showed that
there is a positive and significant relationship between
service quality and banks performance (B=0.215
p=0.011). Results further showed that there exist
positive and significant relationship between ICT
Knowledge and banks’ performance ($=0.224
p=0.016). Further results revealed that there’s a positive
and significant relationship between System Security
and banks’ performance (f=0. 328 p=0.001). Finally
results revealed that there’s a positive and significant
relationship between information storage and banks’
performance (p=0.234 p=0.023). Findings were in
agreement with those by Jonathan (2018) who found
that the service quality impacts information system and
performance both directly and indirectly whereby
indirect is through individual level and directly is
through the organizational level. More so results
concurred with those of Makau et al., (2017) who
established that in order to achieve performance
through agile information systems IT capability has to
be highly implemented and sensitized throughout an
organization and its employees. The findings were also
in line with Bahari and Mahmud (2018) who asserted
that an organization can maintain competitiveness and
long term effectiveness by constantly realizing and
implementing initiatives for security and product
quality improvements. The linear regression equation
was confirmed as;

Performance of Commercial Banks = -0.377 +
0.215 Service Quality + 0.224 ICT Literacy + 0.328
System Security + 0.234 Information Storage

CONCLUSION

Findings indicated that commercial banks have
reliable systems equipment which help in proper
communication and also for access of information
systems by customers. More so the relationship between
service quality and performance of banks is positive and
significant which implied that a positive change in
service quality would result in a positive change in the
performance of banks.

The study therefore concludes that an increase
in the quality of information systems service will result
into an increase in the performance of commercial
banks. With the enhancement of service quality of the
information systems of bans customers will feel
satisfied and hence increase the use of the bans services.
This in turn will increase the performance of
commercial banks. Systems that have equipment the
communication materials and personnel that are always
available will attract more customers. More so system
reliability is an aspect of encouraging more customers
in the use of information system. This will in turn lead
to increased performance of commercial banks.

According to the findings it was established
that ICT literacy has a positive and significant
relationship with performance of commercial banks.

This implied that a positive change in ICT literacy
would results in a positive change in performance of
commercial banks. This study therefore concludes that
an increase in the ICT literacy of the staff will result in
an increase in performance of commercial banks. In
keeping up with the improvements in the use of and the
performance of ICT commercial bans employees will
be more effective in their work and hence attract in
improvement in the bank’s performance. Banks with
staff who are literate of ICT will have a higher
performance than banks with staff who are poor in ICT
skills. More so updating the skills of staff in line with
the changing tools of ICT will improve the
performances further.

The study established that System Security has
a positive and significant relationship with performance
of commercial banks and hence a positive change in
System Security will lead to a positive change in the
performance of commercial banks. The study hence
concludes that increased security system will result in
increased  performance of commercial  banks.
Commercial banks with secure information systems will
attract satisfaction form customers which will
consequently lead to an improvement in the
performance of commercial banks. Making the
information systems available to specific individuals
who are entitled to whenever they require it providing
confidentiality in terms of logging in credentials and
making the systems reliable will lead to increased banks
performances.

According to the study findings information
storage has positive and significant relationship with
performance of the commercial banks and hence a
positive change in information storage will lead to a
positive change in performance of commercial banks.
Commercial banks with an information storage system
that will enable easy retrieval and access of databases
will have a high performance. Proper collection
processing and storage of database for commercial
banks will make the data easily accessed and retrieved
by system users whenever needed hence an increased
banks performance.

RECOMMENDATIONS

For commercial banks to improve on their
systems security they are recommended to formulate
polices and strategies that will enable confidential and
reliable use of information system for the banks. They
should formulate polices that will ensure that the
information systems security does not give access of
information systems data to unintended persons. The
security systems should also be reliable hence does not
allow for any alteration of the data.

Commercial banks are recommended to have
techniques for data collection data processing and
storage that will ensure proper storage and retrieval of
data when required. This can be achieved by adopting
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the recent data collection processing and storage tools
which will make the banks to be up to date with the
recent technology. The data collection processing and
storage techniques should also be free of errors which
will make the data to be reliable.
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