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Abstract

In today's increasingly wuncertain and competitive business
environment, organizations face the imperative to monitor and
understand their surroundings with greater accuracy in order to ensure
survival and success. As environmental challenges and risks continue
to escalate, companies must develop advanced competencies to
effectively monitor the competitive landscape and maintain their
competitive edge. Competitive intelligence has emerged as a critical
tool for organizations, not only for protecting against perceived threats
and changes, but also for identifying new opportunities and trends.
Consequently, understanding and leveraging competitive intelligence
has become an essential aspect of strategic planning and management
processes.

This study examines the relationship between competitive intelligence
and organizational performance, aiming to contribute to the limited
research on the generalization of this relationship. By utilizing
information systems and harnessing the abundance of available
information, organizations can generate competitive advantage and
foster continuous innovation, leading to long-term survival and
prosperity. Competitive intelligence provides numerous benefits,
including an objective view of the marketplace, reduced decision-
making time, risk minimization, early identification of opportunities
and competitor moves, counter-move considerations, input for idea
generation, and verification of assumptions and intuition. Moreover, it
promotes a proactive decision-making attitude, supports decision
prioritization, and encourages a pursuit of excellence.

The challenge faced by today's organizations lies in effectively
navigating this evolving competitive landscape. Performance
measurement plays a crucial role in quantifying the effectiveness and
efficiency of actions. While competitive advantage and firm
performance have been extensively studied, there is a dearth of research
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on the relationship between competitive intelligence and performance.
This study fills this gap by exploring the value-adding, continuous, and
systematic process of competitive intelligence as a means to monitor
both internal and external environments. The findings of this research
contribute to enhancing organizational decision-making processes and
improving overall performance by leveraging the power of competitive
intelligence.

Background of the Study

The increased environmental uncertainties have created a need to monitor and understand the environment more
accurately for survival and success (Kalinowski, 2012). This recognition of the environmental challenges and
risks that have continued to increase has brought a need for the companies to seek for advanced competencies to
continuously monitor the competitive landscape to remain competitive (Heppes, 2006).The need to enhance
competitiveness has forced companies to consider competitive intelligence not only as protective tool to guard
against perceived threats and changes but also as a mechanism for discovering new opportunities and trends
(Pirttiméki, 2007). Garelli (2003) states that since companies actually compete in the global economy, many
authors are of the opinion that when studying competitiveness, the focus should be on companies as they are the
main engines of a country’s competitiveness.

Competitive intelligence has become a very important tool in the organization strategic planning and management
processes (Safarnia, Akbari, & Abbasi, 2011). Nenzhelele (2012) noted that there was an increase in the number
of organizations carrying out competitive intelligence activities either formally or informally due to its benefits.
Knowledge and information have become vital elements in wealth creation by organizations. Through utilizing
information systems, the abundance of available information would enable organizations to generate competitive
advantage and constant innovations to survive and prosper in the long term (Laudon & Laudon, 2007).

Wright (2010) state that there are many reasons that motivates business enterprises to use competitive intelligence
stating that it provides: “an objective view of the market place; a reduction in decision making time, minimizing
risk and avoiding surprises; identification of opportunities before the competition does; identification of early
warning signals of competitor moves; time to consider counter moves; input to idea generation; challenges to,
and/or verification of, assumptions; challenges to, and/or verification of intuition; a proactive decision making
attitude; support for prioritization of decisions; stimulation for pursuing improvement rather than mediocrity; a
reduction in uncertainty.

The challenge for organization’s management today in their quest to improve performance is how to deal with
this changing competitive landscape. Performance measurement is considered as the process of quantifying the
effectiveness and efficiency of actions (Alaa & James, 1996). Ma (2000) observed that competitive advantage
and firm performance are two constructs with an apparently complex relationship, while Ray, Barney, and
Muhanna (2004) found a significant relationship between competitive advantage and performance. Though much
empirical works have centred on competitive advantage, the generalization of its relationship to competitive
intelligence is under researched (Safarnia et al., 2011). Competitive intelligence is the value adding, continuous,
and systematic process of knowledge and information flow for the purpose of monitoring both the internal and
external environment of an organization collected legally and analyzed and finally used to improve decision
making (Roitner, 2008).

1.1.  Strategic Inputs of Competitive Intelligence

The topic of intelligence is vast and has its roots in military science. One of the earliest sophisticated references
is the art of war by Sun Tsu (Griffith, 1971) written about 500 BC and has been the basis for development in
military intelligence. Intelligence has been a significant factor in military success for thousands of years
(McCandles, 2003).The genesis of intelligence activities in the context of commerce and business, is however, a
more recent development (Fleisher, 2001). Since the end of the Cold War, competitive intelligence once used in
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the military environment rapidly infiltrated into the business environment (Deng & Luo, 2010). When the Cold
War came to an end in 1990, downsizing occurred in the United States of America armed forces and related
intelligence activities, which resulted in many qualified intelligence officers seeking to apply their skills in other
arenas. One arena where they found a home was in business organizations (Prescott, 1999). Hence the widespread
use of competitive intelligence in business organizations today.

Pertisor and Strain (2013) noted that competitive intelligence contributes to the continuous improvement of the
quality of products, services and solutions offered by companies, while on the other hand, has an important role
in increasing the firm’s innovation capability. Fahey (2007) identified five competitive intelligence domains or
strategic inputs that researchers in competitive intelligence needs to focus on. These are: marketplace
opportunities; competitor threats; competitive risks; key vulnerabilities and core assumptions.

Pirttimaki and Hannula (2003) stated that one of the objectives of competitive intelligence is to enable managers
understand where the organization is vulnerable. Assessing key vulnerabilities requires the identification of that
which could most critically affect the organization’s strategy and to which management has least control. This
compels managers to go beyond listing those entities but to analyze and rank current and potential threats and
risks to enable identification of those that could most severely impede strategy success. Waithaka (2020) states
that tactics oriented competitive intelligence could inform a firm’s sales force where the next generation of
products could be heading. Every manager should understand one of the principles of Sun Tsu, who urged military
generals to avoid what is strong and attack the weakest part of the rival. Carrying out a SWOT analysis would
assist managers to understand the issues facing an entity that may affect the strategy.

1.2.  Competitive Advantage

The pursuit of competitive advantage is an idea at the very heart of strategic management literature (Liao & Hu,
2007). However Ma (2000) states that competitive advantage is perhaps the most widely used term in strategic
management yet remains poorly defined and operationalized. Levy and Weitz (2001) describe sustainable
competitive advantage as an edge over competition that could be maintained over a long time. In order for the
organizations to create sustainable competitive advantage, they need to develop a value propositioning that meets
the needs of customers in a way that rivals cannot match or easily imitate (Kotler & Kelley, 2006). It is essentially
a position of superiority on the part of the firm in relation to its competition in any of the multitude of
functions/activities performed by the firm. Ma (2000) categorizes generic competitive advantages into three:
ownership based; access- based and proficiency-based.

As noted by Porter (1996), at the most basic level, firms create competitive advantage by perceiving or
discovering new and better ways to compete in an industry and bringing them to the market, which is ultimately
an act of innovation, shifts competitive advantage when rivals fail to perceive the new way of competing or are
unwilling or unable to respond. When implementing strategy, competitive advantage results out of the way firms
perform discrete activities such as conceiving ways to conduct activities, employing new procedures, new
technology or different inputs. It is gained by offering consumers greater value by means of lower prices or by
providing greater benefits and services that justify higher prices.

1.3.  Commercial Banks of Kenya

The banking industry in Kenya is governed by the Companies Act (Cap 486), the Banking Act, the Central Bank
of Kenya Act and the various prudential guidelines issued by the Central Bank of Kenya (2017). The industry
comprises of 43 commercial banks, 2 mortgage finance companies and 123 foreign exchange bureaus (Central
Bank of Kenya, 2018). The CBK places commercials banks in Kenya in four major categories based on the
ownership: foreign owned locally incorporated, institutions with government participation, foreign owned but
locally incorporated institutions (partly owned by locals) and locally owned institutions (Central Bank of Kenya,
2018). Three of the commercial banks have however been placed under receivership by the regulator after
experiencing some financial challenges. The study will therefore consider forty (40) banks that are operating with
the direct control of Central Bank of Kenya.

The banking sector in Kenya has experienced increasing competition over the years whereby commercial banks
have been competing amongst themselves and also other financial institutions (Kungu, Desta, & Ngui, 2014). At
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the same time, the Central Bank of Kenya (2020) indicate that there has been high fluctuation in the level of
competitive advantage achieved by individual banks in the last five years (2016-2020) with several banks being
ranked in different positions over the same period. The Banking Act chapter 48 requires banks to publish their
results and bank charges which exposes each bank to imitation by the rivals in the same industry (Central Bank
of Kenya, 2015). Most studies done in the banking sector in Kenya have laid emphasis on the strategies the banks
need to adopt to gain competitive advantage (Gudmundsson, Ngoka-Kisinguh, & Odongo, 2013).

The banking sector entered the year 2020 on a strong footing poised to rebound after the interest rate capping was
repealed (Central Bank of Kenya, 2020). This was however short-lived since the coronavirus (COVID-19)
pandemic that was to define the year 2020, did not feature in the global discourse. When the pandemic struck the
banking sector and other players instituted measures to mitigate against the adverse impact. These measures were
intended to facilitate the use of digital banking services to reduce the infection risk and ensure continued
operation of the sector while safeguarding the health and safety of bank staff, customers and the public. The sector
remained stable and agile; demonstrating resilience in 2020 despite the COVID-19 pandemic the gross loans and
advances grew by 7.2% by the end of the year.

1.4.  Statement of the Problem

Gwahula (2013) stated that commercial banks play an important role in the socioeconomic development in both
developed and developing countries by ensuring prudent allocation as well as efficient utilization of resources.
They are continuously helping to channel funds from depositors to investors as well as providing access to a
nation’s payment system (Ongore & Kusa, 2013). However, rapid change, hyper competition, changing
demographics and customer needs require banks to build adaptability competency for survival and fostering
organizational performance (Central Bank of Kenya, 2018).

Serieux (2008) noted that the financial systems in Africa and in Kenya specifically were shallow and fragile and
hence unable to effectively contribute to economic development. The shallowness and fragility the author further
observed was reflected in low lending levels, high interest spread, high levels of non-performing loans and failing
of several banks. Upadhyaya (2011) argues that this has led to poor performance of the commercial banks. While
Oloo (2011) noted that several commercial banks were declaring losses in their financial reports. This was further
affirmed by Onuonga (2014) who stated that the performance of commercial banks in Kenya was not impressive
and profitability was on average erratic. This has necessitated the banking institutions to adopt competitive
intelligence strategies in order to remain competitive and maintain their industry positions.

Wright, Bisson, and Duffy (2012) state that in order to enter, survive and develop in their industry and markets,
firms have to gain competitive advantage. Grafanin, Kalac, and Jovanovi¢ (2015) state that competitive
intelligence can be a source of competitive advantage, enabling a company to develop and implement strategies
that improve business efficiency and effectiveness. One of the ways of gaining this competitive advantage in the
market is the application of competitive intelligence strategies in enterprises. Wright (2010) noted that
competitive intelligence strategies provide a firm with an objective review of the market place; reduces decision
making time; minimizes risks and avoid surprises; helps in identification of opportunities before competition
does; identification of early warning signals of competitors moves and reduction of uncertainty. Waithaka (2016)
found that competitive intelligence practices significantly affected the performance of firms listed on the Nairobi
securities exchange. Ngugi, Gakure, and Mugo (2012) in an empirical study found the existence of a high
correlation between competitive intelligence practices and profitability of firms in the banking industry in Kenya.
This study sought to determine the effect of competitive domains on sustainable competitive advantage among
commercial banks in Kenya.

1.5.  Objective of the Study

To establish the effect of assessing and hedging against key vulnerabilities on competitive advantage among
commercial banks in Kenya.

1.6.  Research Hypothesis

HO1: Assessment and hedging against key vulnerabilities have no effect on competitive advantage among
commercial banks in Kenya.
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1.7.  Significance of the Study
This study will be of significance to the management of the banking institutions as it will enable them gain insights
on the importance of identifying, assessment and hedging against key vulnerabilities for sustained competitive
advantage for their banks. Central bank as the regulator of all the organizations in the banking industry will also
gain an understanding on the policies they should formulate to allow the banks to gain competitive advantage.
The study has made a contribution to empirical knowledge in this discipline which future researchers can use as
a basis for their studies.
2. Literature Review
This section presents both theoretical and empirical literature relevant to the study that has been reviewed.
2.1.  Dynamics Capability-Based Theory
Dynamics Capability-Based Theory advocates for competing on capabilities or competencies rather than making
traditional resources investments as a more appropriate method for achieving competitive advantage. Day and
Nedungadi (1994) argue that a company should be viewed as a bundle of competencies or capabilities as well as
resources. In a broad sense, capabilities refer to the organizational processes by which available resources are
developed, combined, and transformed into values offered in the market. Teece, Pisano, and Shuen (1997)
conceptualized dynamic capabilities as idiosyncratic factors which give rise to sustainable competitive advantage.
In order to achieve competitive advantage and superior performance in the marketplace, especially where the
competitive landscape was found to be shifting, companies should identify, seek, develop, and enhance dynamic
capabilities (Fielding, 2006). Dynamic capabilities transform resources into new sources of competitive
advantage, as they are processes that enable companies to obtain new resource configurations and generate new
and innovative forms of competitive advantage. They also embrace collective learning in the organization,
especially how to coordinate diverse production skills and integrate multiple stream of technologies. Eisenhardt
and Martin (2000) perceive dynamic capabilities as the organizational and strategic routines by which companies
achieve new resources configurations as markets emerge, collide, split, evolve and die.
Dynamic capabilities enable an organization to integrate, reconfigure, gain and release resources to match and
even create market change (Wang & Ahmed, 2007). These dynamic capabilities could be functional capabilities,
to do with focusing on the increases of functional knowledge and routines, such as performing distribution
logistics and advertising campaigns more efficiently than competitors; and integrative capabilities, to do with
combining different functional capabilities together with external resources and using them effectively. Some
authors suggest that organizational learning, innovation and adaptation to the environment play an important role
in the evolution of companies and industries (Barnett & Burgelman, 1996).
The study is anchored on this theory since both human and organization capabilities are necessary in the process
of collecting information and converting it into actionable intelligence. Competitive intelligence domains enhance
a firm’s ability in developing actionable foresight regarding competitive dynamics and non-market factors that
can be used to enhance competitive advantage. Competitive dynamics refers to the evolution of a firm’s industry,
and the moves and countermoves of the competitors, suppliers, customers, alliance partners, and potential
competitors. Competitive intelligence domains enables firms collect information on these players in its
environment and formulate strategies to cope with them. Dynamics capability allows a firm to anticipate market
developments by carefully monitoring critical events in the environment. This could occur through talking to
customers, suppliers, industry experts and other knowledgeable parties.
2.2. Key Vulnerabilities and Competitive Advantage
Charles and Gareth (2010) noted that there are three related vulnerabilities that could lead to business failure:
inertia, prior strategic commitments and the Icarus paradox. These authors observed that when a company loses
its competitive advantage, its profitability falls. The company does not necessarily fail; it may just have average
or below-average profitability. It could remain in this mode for a considerable time, although its resource and
capital base is shrinking. Some of these firms which all at one time were held up as examples of managerial
excellence have gone through periods where their financial performance was poor and they clearly lacked any
competitive advantage. Collis and Montgomery (1995) argue that sustained competitive advantage is not derived
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from a fixed stock of competence. Rather, it is the result of continuous competence accumulation, which generates
and replenishes the barriers to imitation that permit sustainability of competitive advantage over competitors.
Inertia is another area where firms can be found vulnerable. The inertia argument says that companies find it
difficult to change their strategies and structures when adapting to changing competitive conditions. This problem
occurs to firms that have been successful in the past that may be brought about by new innovations which may
cause a shift in the industry that may lead to diminishing market and lay-off of employees as it unable to cope.
Barney (1991) state that companies find it so difficult to adapt to new environmental conditions seems to be the
role of capabilities in causing inertia. Organizational capabilities—the way a company makes decisions and
manages its processes—can be a source of competitive advantage, but they are difficult to change.
Charles and Gareth (2010) found firms that had prior strategic commitments suffered vulnerability. A company’s
prior strategic commitments not only limit its ability to imitate rivals but may also cause competitive
disadvantage. International Business Machines (IBM), for instance, had major investments in the mainframe
computer business, so when the market shifted, it was stuck with significant resources specialized to that
particular business. International Business Machines IBM’s manufacturing facilities were geared to the
production of mainframes. Its research organization and sales force were similarly specialized. Because these
resources were not well-suited to the newly emerging personal computer business, IBM’s difficulties in the early
1990s were, in a sense, inevitable. Its prior strategic commitments locked it into a business that was shrinking.
Shedding these resources was bound to cause hardship for all organization stakeholders.
Miller (1990) postulated that the roots of competitive failure can be found in what he termed the Icarus paradox.
Icarus was a figure in Greek mythology that used a pair of wings that his father made for him to escape from an
island where he was being held prisoner. He flew so well that he went higher and higher, ever closer to the sun,
until the heat of the sun melted the wax that held his wings together, and he plunged to his death in the Aegean
Sea. According to Charles and Gareth (2010) the paradox is that his greatest asset, his ability to fly, caused his
demise. Miller argues that the same paradox applies to many once successful companies. According to Miller,
some companies become so dazzled by their early success that they believe more of the same type of effort is the
way to future success. As a result, they can become so specialized and inner-directed that they lose sight of market
realities and the fundamental requirements for achieving a competitive advantage. Sooner or later, this leads to
failure.
Nwokah and Ondukwu (2009) examined the relationship between competitive intelligence and marketing
effectiveness in corporate organizations in Nigeria. Key vulnerabilities were found to be positively correlated to
marketing effectiveness. Teo and Choo (2001) reported that in Singapore the external use of internet for
competitive intelligence activities positively related to competitive intelligence which in turn positively impacted
on firm performance in terms of revenue generation, cost reduction and managerial effectiveness. Safarnia et al.
(2011) in a study to review competitive intelligence and competitive advantage in industrial estates companies in
Kerman city using the same strategic inputs of competitive intelligence found a strong relationship between
competitive intelligence of corporate organizations and competitive advantage.
Ade, Akanbi, and Ismail (2017) investigated the influence of assessment and hedging against key vulnerabilities
on business competitive advantage a case of diamond bank and found a strong direct correlation. The study also
found that assessment and hedging firms where they were most vulnerable had significant influence of business
competitive advantage.
3. Research Methodology
This study adopted both descriptive and explanatory research designs. Descriptive studies sought to answer who,
what and how questions whereas explanatory research design is about identifying the boundaries of the
environment in which the problems, opportunities and situations of interest reside and to identify the salient
factors that may be found there that are relevant to the research (Babbie, 2002). Mugenda and Mugenda (2003)
stated that descriptive design is the process of collecting data in order to test hypothesis or to answer questions
on the current status of the subject under study. Descriptive research design approach is credited due to the fact
that it allows analysis on the relationship between variables (Creswell, 1999).
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The target population for the study was all the commercial banks in Kenya. There are 43 licensed commercial
banks that operate in the country but three have been placed under statutory management by the regulator, which
is the Central Bank of Kenya. These three banks were not included in this study as their operations are under the
regulators and not the managers per se, therefore the population were 40 of the commercial banks. Hence, the
unit of analysis in this study was those commercial banks. A census study of those 40 commercial banks was
carried out. The population of 40 respondents meets the threshold size of thirty (30) recommended by Mugenda
and Mugenda (2003) as ideal to allow normal approximations. The study targeted the manager or director in-
charge of planning /strategy in each firm as the unit for observation. Those are the experts in the subject matter
within the firm and are believed to be responsible for activities responsible for monitoring competitors’ moves in
their firm; therefore they were best positioned to provide information for this study. Primary data was collected
using a semi-structured questionnaire which was tested for validity and reliability and found to meet set threshold.
Descriptive statistics such as mean scores, standard deviations, percentages, and frequency distribution were
computed to describe the characteristics of the variables of interest in the study. Qualitative response were
categorized, coded and grouped into themes that emerge and then triangulated with quantitative data of the study.
The research hypothesis was tested at 95% level of confidence in order to enable the drawing of conclusions. If
the p-value is less than 5%, the null hypothesis failed to be accepted and the alternate hypothesis failed to be
rejected. If the p-value was greater than 5 percent, the null hypothesis failed to be rejected and the alternate
hypothesis will fail to be accepted. As suggested by Muthen and Muthen (2007), inferential statistics such as
correlation and regression analysis was used to establish the nature and magnitude of the relationships between
the variables and to test the hypothesized relationships. A multiple regression model was adopted as follows:
Y=ot 1 X1 +¢
Where: 'Y = Competitive Advantage. p =
Coefficient.
X1 = Key Vulnerabilities.
¢ = Error term.
4. Findings and Discussions
In the course of the study, a total of 40 questionnaires were distributed to managers or directors-incharge of
planning /strategy in each of the 40 commercial banks operating in Kenya. Out of these questionnaires, 31 of
them were completely filed up and returned by these respondents. This was equivalent to a 77.5% response rate
which was in line with Yin (2017) who recommended that an over 70% response rate as sufficient for presentation
of the findings.
Most (71%) of the respondents were male. Majority (52%) of the respondents had bachelor’s degrees as their
highest level of academic qualifications, while (39%) had master’s degrees as their highest level of academic
qualifications. Those with Ph. D as their highest level of education were only three per cent (3%). The position
held by the highest number (35%) of the respondents was strategy managers, closely followed by planning
managers (29%) and director planning (26%). Most (52%) of the respondents had worked for 6-10 years in their
current positions, only 13% had worked for less than 5 years.
From the findings above, it can be inferred that respondents of the study were educated and thus had knowledge
on how to read and understand the research items in the questionnaire. It can also be deduced that respondents of
the study had worked in their respective organizations for a long period of time and thus were knowledgeable.
The other inference drawn from the above findings is that respondents who took part in the study were generally
in managerial position which in most cases deals with the formulation of key strategies including competitive
intelligence and thus they were knowledgeable and quite informed.
Twenty six percent (26%) of the banks had been in operation for a period of 11-15 years and majority, (55%) are
Tier III banks. Most of the banks studied (42%) had 301-400 employees and spend less than 10 Million shillings
annually as competitive intelligence activities budget. Twenty nine (29%) had over 41 branches and frequently at
(58%) collect and analyse information on competitive intelligence. This shows that majority of the studied banks
were stable and had invested in competitive intelligence as a way of remaining competitive.
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Table-1.
Vulnerabilities and competitive advantage.

Mean | Std. Dev.

Firm continuously evaluates its processes to keep abreast with industry

3.90 | 0.746
changes

Flexibility enables the firm to cope with changes in the business| 3.97 | 0.875
environment

Employees are continuously trained in new ways of doing business. 4.19 | 0.885
The firm is constantly following the changes in market trends 392 | 0.814
The firm operates in a very dynamic environment 3.39 | 0.615

Management regularly assesses and prioritizes the risks faced by the firm | 4.17 | 0.885

The industry the firm operates in has many uncertainties 394 | 0.814

Management regularly assesses and prioritizes the threats faced by the firm | 3.84 | 1.186
Table 1 indicates the results of the analysis done using means and standard deviations from questions that were
designed on a five-point Likert scale. The results indicate that employees are continuously trained in new ways
of doing business (Mean=4.19; SD =0.885) and that the management regularly assesses and prioritizes the risks
faced by the firm as shown by (Mean=4.17; SD=0885). They indicate that flexibility enables the firm to cope
with changes in the business environment (Mean=3. 97; SD=0.875). They show that the industry in which the
firm operates in has many uncertainties (Mean=3.94; SD=0.814) and that the firm was constantly following the
changes in market trends (Mean =3.92; SD=814). The results show that the firm continuously evaluates its
processes to keep abreast with industry changes (Mean=3.90; SD=0.796) and that management regularly assesses
and prioritizes the threats faced by the firm (Mean 3.84: SD=1.186). The respondents stated that the firm operates
in a very dynamic environment (Mean= 3.39; SD=0.615). A high mean shows that the respondents agree with the
statement. The means of most of the statements are above 3.80 showing that respondents agreed on them. A low
standard deviation indicates high clustering around the mean of the distribution.
Table-2.
Regression coefficients.

Standardized Coefficients
Unstandardized Coefficients

B Std. Error Beta t Sig.
(Constant) 11.194 4.527 2473 10.021
Key vulnerabilities | 1.644 0.148 0.014 0.30 |0.000

The research hypothesis was tested at 95% level of confidence; if the p-value was less than 5%, the null hypothesis
failed to be accepted. The hypothesis also stated that f=0, meaning that there was no relationship between the
two variables as the slope was zero. The results in Table 2 shows that the p value=0.000 which is less than 0.05,
key vulnerabilities had a f=1.644 which is significantly higher than zero and constant of p=11.194 which is
significantly different from zero. This indicates that identification and hedging against threats on key
vulnerabilities has a positive and significant effect on competitive advantage. The findings indicate that when
identification and hedging against key vulnerabilities is increased by 1 unit competitive advantage of commercial
banks rises by 1.644 units. Qiu (2008) found that proactive monitoring and scanning of the environmental through
the use of competitive intelligence domains would provide critical information on the customer needs and
competitors actions that would enable management to better assess the strengths and weaknesses of their
organization and subsequently lead to better achievement of competitive advantage. The identification and
hedging against key vulnerabilities was found to have significant effect on competitive advantage among
commercial banks. Collis and Montgomery (1995) argue that sustained competitive advantage is not derived from
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a fixed stock of competence rather; it is the result of continuous competence accumulation, which generates and
replenishes the barriers to imitation that permit sustainability of competitive advantage over competitors

The findings on the hypothesis indicated that key vulnerabilities have significant effect on competitive advantage
among commercial banks. The study revealed that employees are continuously trained in new ways of doing
business and that the management regularly assesses and prioritizes the risks faced by the firm. Flexibility enables
the firm to cope with changes in the business environment, the industry the firm operates in has many
uncertainties, the firm is constantly following the changes in market trends and it continuously evaluates its
processes to keep abreast with industry changes. Management regularly assesses and prioritizes the threats faced
by the firm. The findings agree with Nwokah and Ondukwu (2009) who found a significant and positive
association between key vulnerabilities and competitive advantage in corporate firms in Nigeria.

5. Conclusions of the Paper

Identification, assessment and hedging against key vulnerabilities have significant effect on competitive
advantage among commercial banks. Continuous assessment of where the banks are vulnerable enables
management to hedge the organization against attack by rivals. The identification and assessment of key
vulnerabilities would help banks to detect threats and overcome organizational inertia change which makes it
difficult to their strategies and structures when adapting to changing competitive conditions. It would also enable
banks to make sense of the state of their environment, to adopt new technologies and organizational attributes
and contribute to their resilience to make it well suited for emerging trends and threats.

Assessment of key vulnerabilities would strengthen the banks’ ability in developing actionable foresight regarding
competitive dynamics and non-market factors that could be used to enhance competitive advantage. The
identification and assessment of key vulnerabilities allows a banks to remain cognizant of competitor’s intentions
and anticipate market developments by carefully monitoring critical events in the environment that would expose
its vulnerable points.

6. Recommendations

Identification and assessment of key vulnerabilities were found to have significant effect on competitive
advantage among commercial banks. In view of this finding, the study recommends that the management of
commercial banks should be keen to focus on determination of key vulnerabilities as this has significant effect
on competitive advantage. This would help management to avoid being inner- directed that they lose the sight of
the market realities and the fundamental requirements of achieving competitive advantage.

Bank managers should increase the frequency and scope of competitive intelligence activities that would enable
them obtains critical information for rapid identification and assessment of threats to key vulnerabilities so that
they can hedge the banks against attack by rivals to the detriment of their performance and competitive advantage.
The employees should continuously be sensitized and trained in new ways of collecting intelligence and the
management should regularly assess and prioritize the identification and assessment of key vulnerabilities. Future
studies should be carried out with a focus on related financial institutions such as Micro finance institutions.
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