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ABSTRACT  

Statement of the Problem: Fostering innovation is imperative for banks to remain 

competitive, yet achieving this pose leadership challenges. 

Purpose of the Study: This study investigated leadership's role in enabling a culture of 

innovation in banking, focusing on KCB Kenya. It looked at the specific leadership strategies 

and behaviors needed to nurture cultures that embrace creativity and change. 

Methodology: The study employed an extensive literature review examining innovation 

drivers in banking, leadership theories like transformational leadership, frameworks for 

assessing innovation capabilities, and bank case studies. 

Findings of the Study: Leadership plays a multifaceted innovation role spanning technology 

adoption, encouraging ideation, fostering experimentation and adaptability, facilitating 

collaborative problem-solving, and embedding continuous learning. Gaps were identified 

regarding perspectives on distinguishing competencies of transformational innovation leaders 

and quantifying leadership impact on bank innovation outcomes. Opportunities for further 

research were noted into how varying leadership styles correlate to innovation performance. 

Situational, distributed, and responsible innovation leadership warrant more exploration. 

Conclusion: For KCB Kenya's context, leadership development is crucial to promote the skills 

and mindsets needed to balance efficiency with agility during digital transformation. Human-

centric leadership that empowers experimentation across organizational levels is essential to 

nurture a culture where creativity and inclusion can thrive even amidst inertia and uncertainty. 

Leadership is indispensable in shaping institutional environments where employees feel 

motivated to ideate, experiment, and drive innovation aligned to evolving customer needs. 
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INTRODUCTION 

The imperative for innovation in the banking industry is undeniable, especially given the rapid 

pace of digital transformation and evolving customer preferences (Anifa, 2022; Bahida, 2023 

as cited by Chimakati & Macharia, 2024). Previous studies have largely focused on the 

adoption of innovative practices and the integration of new technologies such as mobile and 

digital banking (Hassan et al., 2021 as cited by Chimakati & Macharia, 2024; Pankomera & 

Van Greunen, 2018). However, there has been less emphasis on the role of organizational 

culture in nurturing an environment that encourages continuous learning and creative thinking, 

which are crucial for achieving significant innovations (Atun et al., 2016 as cited by Chimakati, 

2024). The influence of leadership in establishing a culture that embraces risk-taking, 

experimentation, and adaptability cannot be overstated (Curtin, 2011 as cited by Chimakati, 

2024; Odinokova, 2018 as cited by Chimakati, 2024). However, there is a scarcity of research 

on the specific leadership behaviors required to embed a culture of innovation within banks, 

particularly in the face of inherent biases and organizational resistance (Shenkoya, 2020 as 

cited by Chimakati & Macharia, 2024).  

Leadership is pivotal in setting the tone for an organization's values, norms, and attitudes 

towards risk, experimentation, and change. Studies by Curtin (2011) and Odinokova (2018) 

highlight the influence of leadership in shaping organizational mindsets that are essential for 

embracing new ideas and approaches (Odinokova, 2019 as cited by Chimakati, 2024). In 

addition, there is a lack of in-depth analysis on the specific behaviours and strategies that 

leaders, particularly in the banking sector, need to embody and promote to ensure the 

institutionalization of innovation. This is particularly crucial in overcoming the challenges 

posed by existing exclusionary practices and the inertia that is often inherent in large, 

established organizations (Duggan, 1996; Shenkoya, 2020, as cited by Chimakati, 2024). This 

paper sought to fill this gap by examining the strategies employed by senior leadership at KCB 

Bank Kenya to foster a culture of innovation that emphasizes both learning new ways and 

unlearning outdated practices. 

Fostering a culture of innovation within organizations requires a holistic approach that 

transcends mere technological adoption and extends into shaping organizational mindsets, 

processes, and structures. As Davila et al. (2006) asserted that making innovation work: how 

to manage it, measure it and profit from it," organizations must cultivate a deep-rooted 

innovation culture that permeates all levels and functions. This entails creating an environment 
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that encourages and rewards risk-taking, experimentation, and continuous learning (Davila et 

al., 2006 as cited by Chimakati, 2024). For banking institutions like KCB Bank Kenya, this 

necessitates a fundamental shift in leadership mindsets and approaches, moving away from 

traditional command-and-control structures towards more decentralized, collaborative and 

adaptable models that empower employees to ideate and embrace change (Oster, 2011 as cited 

by Chimakati, 2024). 

Leadership plays a pivotal role in driving this cultural transformation, as highlighted by Hamel 

et al. (2002) indicated the need for leaders to challenge the status quo, question long-held 

assumptions, and inspire their organizations to continuously reinvent themselves (as cited by 

Chimakati, 2024). In the context of banking, this requires leaders who can not only champion 

the adoption of innovative technologies but also foster an organizational culture that embraces 

creativity, risk-taking, and a willingness to learn from failures. Cultivating an innovation 

culture within banks necessitates a comprehensive leadership development approach that 

equips leaders at all levels with the requisite skills and mindsets. As Hesselbein et al. (2005) 

emphasize in their work "Leading for Innovation and Organizing for Results," leaders must be 

adept at creating shared visions, fostering collaborative environments, and empowering 

employees to take ownership and drive innovation (Goldsmith & Somerville, 2005 as cited by 

Chimakati, 2024). For KCB Bank Kenya, this may involve implementing leadership 

development programs that focus on building competencies such as strategic thinking, change 

management, emotional intelligence, and cross-functional collaboration. 

Moreover, as Sloane (2007) argues in "The Leader's Guide to Lateral Thinking Skills," leaders 

must be equipped with the tools and techniques to stimulate creative thinking and problem-

solving within their teams (Sloane, 2007 as cited by Chimakati, 2024). This could entail 

incorporating lateral thinking exercises, scenario planning, and design thinking methodologies 

into leadership development curricula, empowering leaders to challenge conventional wisdom 

and explore unconventional solutions to complex challenges facing the banking industry. By 

investing in comprehensive leadership development programs that emphasize both hard skills 

(e.g., strategic planning, data analysis) and soft skills (e.g., emotional intelligence, creativity), 

KCB Bank Kenya can cultivate a cadre of leaders who are not only adept at navigating digital 

transformation but also proficient in shaping organizational cultures that embrace innovation, 

continuous learning, and adaptability. Ultimately, this leadership capability will be a critical 
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differentiator in enabling KCB Bank Kenya to remain competitive and responsive to rapidly 

evolving customer needs and market dynamics. 

STATEMENT OF THE PROBLEM 

Fostering innovation through organizational culture change is imperative for companies to 

thrive in today's rapidly evolving landscape, yet achieving this transformation poses significant 

leadership challenges (Galavan et al., 2008; Preiss et al., 2023 as cited by Chimakati, 2024). 

While the banking sector must innovate to meet emerging customer needs and harness new 

technologies, ingrained mindsets often inhibit experimentation and learning (Rossignoli et al., 

2016 as cited by Chimakati, 2024). Leadership strategies and behaviors that effectively reshape 

organizational cultures to embrace innovation remain underexplored, especially within 

established institutions like banks where deep-rooted practices persist (Shenkoya, 2020 as cited 

by Chimakati & Macharia, 2024). 

Within the Kenyan banking context, the innovation imperative is heightened by the rise of 

digital disruption, necessitating a culture shift to boost banks’ agility, flexibility and learning 

orientation (Hassan et al., 2021; Pankomera & Van Greunen, 2018 as cited by Chimakati, 

2024). However, leaders face barriers in fostering such cultural change including risk-aversion, 

exclusionary norms that constrain idea flows, and deficiencies in skills and data capabilities 

that hamper experimentation (Zoogah, 2019 as cited by Chimakati, 2024). While communal 

cultural assets like interpersonal connections offer innovation opportunities, leadership 

approaches tailored to leverage these strengths remain under-developed (Kuada, 2010; Barasa, 

2018 as cited by Chimakati, 2024). 

The problem of how bank leaders can consciously reshape organizational cultures to boost 

innovation is pertinent yet understudied, especially regarding the required leadership strategies, 

behaviors and development initiatives (Odinokova, 2018 as cited by Chimakati, 2024). There 

are critical knowledge gaps concerning how to institutionalize cultures of risk-taking, 

creativity, flexibility and continuous learning amidst inertia and biases ingrained within 

established banks (Jackson et al., 2023 as cited by Chimakati, 2024). Context-attuned 

perspectives illuminating innovation-enabling leadership approaches adapted to African 

banking sector realities are lacking (Shibeshi et al., 2022 as cited by Chimakati, 2024). This 

necessitates a leadership style that is not only visionary in terms of technological adoption but 

also adept at fostering an internal culture that supports innovation and change, thereby 
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addressing the systemic barriers to innovation in the banking sector (Rossignoli et al., 2016 as 

cited by Chimakati, 2024). 

OBJECTIVE OF THE STUDY 

The primary objective of this study is to investigate and understand the role of leadership in 

fostering a culture of innovation within the banking sector, with a specific focus on KCB Bank 

of Kenya. 

LITERATURE REVIEW 

The literature review highlights the critical role of leadership in fostering a culture of 

continuous innovation within the banking industry. Innovation in banking encompasses new 

processes, products, services, technologies, and business models that create value for 

stakeholders while aligning with the bank's internal culture and external operating environment 

(Hassan et al., 2021; Preiss et al., 2023 as cited by Chimakati, 2024). Theories like 

transformational leadership emphasize leaders as change agents who inspire teams and promote 

risk-taking through supportive environments (Manzoni, 2015 as cited by Chimakati, 2024). 

Frameworks such as Dobni's model analyze leadership's role across strategic orientation, 

collaborative climate, and innovation-enabling approaches (Davila & Epstein, 2015 as cited by 

Chimakati, 2024), while metrics assess leadership's impact on shaping cultural values, 

mindsets, and behaviors conducive to innovation (Anderson et al., 2014 as cited by Chimakati, 

2024). 

The review discusses gaps in contextual perspectives from developing economies, where 

transformational leadership manifests differently in communal cultures (Kombo, 2021 as cited 

by Chimakati, 2024), and leaders must adapt strategies to institutional maturity, regulations, 

and infrastructure (Atun et al., 2016 as cited by Chimakati, 2024). Initial perspectives on 

African bank innovation leadership highlight Absa Kenya's grassroots, bottom-up approach 

tailored to local contexts (Bahida, 2023 as cited by Chimakati, 2024) and Ecobank Ghana's 

focus on virtual collaboration despite limited resources (Furfas, 2021 as cited by Chimakati, 

2024). Future research opportunities include granular analysis of leadership competencies, 

differential impacts of leadership styles, quantitative analysis of leadership-innovation 

correlations, and studying the influence of frontline and middle managers on innovation climate 

(Vaccaro et al., 2012; Nurmi & Hinds, 2016 as cited by Chimakati, 2024). 
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The literature indicates a growing focus on the role of teams and networks in enabling bank 

innovation. Leadership approaches that foster psychological safety, diversity, and autonomy 

within teams cultivate trust, creative abrasion, and accountability for breakthrough innovations 

(Edmondson, 2019 as cited by Chimakati, 2024). As banks pursue open innovation strategies, 

leadership requirements extend to managing ecosystems spanning employees, partners, start-

ups, and universities, integrating internal and external capabilities while mitigating risks 

(Dodgson et al., 2006; Capaldo, 2007 as cited by Chimakati & Macharia, 2024). Effective 

innovation leadership within banking teams must strike a balance between providing direction 

and fostering autonomy, creating an environment of trust, open communication, and 

constructive debate (Amabile & Khaire, 2008; Edmondson, 2012 as cited by Chimakati, 2024). 

Banking leaders must develop the capacity to orchestrate innovation ecosystems that span 

multiple stakeholders, embracing open innovation strategies that leverage external sources of 

knowledge, expertise, and resources (Chesbrough, 2003 as cited by Chimakati, 2024). This 

requires skills in identifying and cultivating partnerships, negotiating collaborations, and 

managing complexities such as intellectual property rights, data sharing, and risk mitigation. 

Leaders must also foster a culture of openness and collaboration within their organizations, 

breaking down silos and promoting cross-functional and cross-organizational collaboration 

(Chesbrough & Appleyard, 2007 as cited by Chimakati, 2024). By effectively orchestrating 

these innovation ecosystems, banking leaders can access a broader range of ideas, technologies, 

and resources, enabling more impactful and disruptive innovations. 

METHODOLOGY 

The methodology employed in this study was a literature-based review, which entailed an 

exhaustive examination of existing scholarly articles, theoretical constructs, and illustrative 

case studies pertinent to leadership's role in driving innovation within the banking sector. This 

approach facilitated a thorough exploration of the extensive corpus of knowledge surrounding 

the dynamics of innovation, pertinent leadership theories, the essence of organizational culture, 

and the specific challenges and opportunities that banks encounter in their pursuit of 

innovation. By methodically reviewing and integrating findings from a diverse array of 

sources, including peer-reviewed journals, authoritative books, industry analyses, and practical 

case studies, the study aimed to craft a detailed understanding of how leadership behaviours 

and strategies contribute to the development of an innovation-oriented culture within banking 

institutions. This literature review methodology was particularly appropriate for the objective 
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of the study as it allowed for the identification of recurring themes, concepts, and insights 

across various contexts and viewpoints 

FINDINGS AND DISCUSSION 

The role of leadership in fostering a culture of innovation 

The comprehensive literature review conducted as part of this study has yielded several key 

findings regarding the role of leadership in fostering a culture of innovation within the banking 

sector, particularly focusing on KCB Bank Kenya. First and foremost, it is evident that the 

dynamic nature of the banking industry, characterized by rapid technological advancements 

and evolving customer expectations, necessitates a strong emphasis on innovation (Anifa, 

2022; Bahida, 2023 as cited by Chimakati & Macharia, 2024). However, the successful 

implementation of innovative practices and technologies is significantly influenced by the 

organizational culture, which is in turn shaped by leadership (Atun et al., 2016; Nyachiro, 2023 

as cited by Chimakati, 2024). Leaders play a crucial role in establishing norms, values, and 

attitudes that encourage risk-taking, experimentation, and adaptability, which are essential for 

embracing new ideas and approaches (Curtin, 2011; Odinokova, 2019 as cited by Chimakati, 

2024). 

Transformational Leadership 

The literature underscores the importance of transformational leadership in driving innovation 

within banks. Such leaders inspire and motivate their teams, challenge the status quo, and foster 

an environment supportive of experimentation and learning (Manzoni, 2015 as cited by 

Chimakati, 2024). This is particularly pertinent in the context of KCB Bank Kenya, where 

leadership initiatives can significantly impact the bank's ability to innovate and remain 

competitive. Furthermore, frameworks for assessing organizational innovation capabilities 

highlight the need for alignment between leadership practices, the collaborative climate, and 

innovation-enabling approaches, suggesting that effective leadership is integral to shaping 

cultural values and behaviours conducive to innovation (Rossignoli & Lionzo, 2018 as cited 

by Chimakati & Macharia, 2024). 

Case studies from within the banking sector, such as Absa Bank Kenya, demonstrate how 

leadership-driven initiatives can significantly enhance innovation by fostering idea generation, 

risk-taking, and effective collaboration between IT and business units (Bahida, 2023 as cited 

by Chimakati, 2024). These examples highlight the multifaceted role of leadership in 
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innovation, encompassing not just the adoption of new technologies but also the nurturing of a 

human-centric culture that values creativity and inclusivity (Jackson, Luria & Kaufman, 2023 

as cited by Chimakati, 2024). Despite the wealth of insights on the positive impact of leadership 

on innovation, the literature review also reveals gaps in the understanding of specific leadership 

competencies and behaviors that drive successful innovation in banking. There is a need for 

more granular analysis that delves into the individual attributes, motivational qualities, and 

skills that distinguish transformational innovation leaders. Such research could offer valuable 

guidance for leadership development and inform hiring priorities within the banking sector 

(Vaccaro et al., 2012 as cited by Chimakati, 2024).  

Influences of Leadership Styles 

The study suggests further exploration into the differential impacts of transactional and 

transformational leadership styles on innovation outcomes within banks. Quantitative analyses 

correlating variations in leadership behaviors with innovation performance metrics could 

provide stronger evidence and quantify leadership's impact on innovation (Nurmi & Hinds, 

2016 as cited by Chimakati, 2024). The transactional-transformational leadership spectrum 

offers a framework for understanding how different behaviors might foster or hinder the 

innovation process. Transformational leaders may drive innovation by inspiring creativity and 

collaboration, while transactional leaders contribute incrementally by ensuring efficiency and 

reliability (Bass & Riggio, 2006 as cited by Chimakati, 2024). However, the optimal approach 

likely combines elements of both styles, adapting to the organizational context, industry 

dynamics, and project needs. Situational leadership theory posits that the most effective style 

varies depending on the team's maturity and task complexity (Hersey & Blanchard, 1996 as 

cited by Chimakati, 2024). 

The literature highlights the complexities of leading innovation in banking, requiring leaders 

to overcome organizational inertia, balance short-term efficiency with long-term investment, 

and manage tensions between standardization and customization (O'Reilly & Tushman, 2013 

as cited by Chimakati, 2024). Effective innovation leadership demands ambidexterity - 

simultaneously exploring new opportunities while exploiting existing capabilities (Junni et al., 

2013 as cited by Chimakati, 2024). Leaders must also adapt their style to different innovation 

phases, encouraging exploration during ideation but focusing on delivery during 

implementation (Aagaard, 2019 as cited by Chimakati, 2024). Developing innovation 

leadership skills across managerial levels is crucial (Kuratko et al., 2014 as cited by Chimakati, 
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2024). Additionally, shared leadership models acknowledge innovation arises from 

collaborative ecosystems involving employees, partners, vendors, and competitors, 

necessitating coordination across this network (Friedrich et al., 2009; Dodgson et al., 2014 as 

cited by Chimakati, 2024). Overall, situational leadership that aligns the approach to the 

specific context and innovation stage is vital for driving successful innovation in the banking 

sector.  

Responsible Innovation Trends Leadership 

Leaders play a crucial role in facilitating innovation through social connections and fostering 

psychological safety within teams and networks (Edmondson, 2019 as cited by Chimakati, 

2024). Understanding power dynamics and tensions in collective leadership groups can provide 

insights into the intricate social aspects of co-creating innovations. Responsible innovation 

leadership entails considering social and ethical consequences, actively evaluating risks, 

building public trust, and ensuring transparency, especially with advancements like artificial 

intelligence in the banking industry (Floridi et al., 2018 as cited by Chimakati, 2024). In digital 

finance, responsible leadership involves guaranteeing fairness and accessibility in financial 

innovation execution, recognizing success extends beyond economic measures to societal 

advancement and empowerment. 

Fundamentally, as the banking industry embraces digital transformation, leadership's role in 

fostering a culture of continuous learning and adaptability is paramount (Manzoni et al., 2015 

as cited by Chimakati, 2024). Leaders must cultivate organizational environments that 

encourage experimentation, learning from failures, and the ability to rapidly adapt to new 

technologies and market needs. This involves creating a safe space for employees to take 

calculated risks, challenge assumptions, and explore new ideas without fear of reprisal. By 

promoting a growth mindset and psychological safety, leaders can empower teams to embrace 

the uncertainty and ambiguity inherent in innovation, enabling organizations to remain agile 

and responsive to rapidly evolving market dynamics. 

Leadership Identification Leverage Existing Socio-cultural Contexts 

Moreover, as the literature highlights, effective innovation leadership in the banking sector 

requires a deep understanding of the unique socio-cultural contexts in which these institutions 

operate. As Zoogah (2019) emphasizes, African leaders must embrace a mindset that is deeply 

rooted in local realities, rather than blindly adopting Western management theories and 

practices that may not resonate with the lived experiences of African communities (Zoogah, 
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2019 as cited by Chimakati, 2023). This requires a willingness to challenge traditional 

assumptions and conventional wisdom, and a commitment to developing contextually relevant 

approaches to leadership and innovation that align with the cultural values and communal 

worldviews prevalent in many African societies. For banking leaders in Kenya, this could 

involve actively engaging with local communities, seeking to understand their unique 

challenges, aspirations, and cultural values. By immersing themselves in these contexts, leaders 

can gain valuable insights that can inform the development of innovative products, services, 

and business models that are truly tailored to the needs of African consumers. Further, this deep 

contextual understanding can help leaders identify and leverage existing cultural assets and 

strengths, such as strong social networks, communal values, and traditional knowledge 

systems, as catalysts for driving innovation that resonates with local communities and 

contributes to broader societal progress. 

The importance of human-centric approaches to innovation leadership in the banking sector 

cannot be overstated. As Nnaemeka and Dara (2022) highlights in her study "African Feminist 

Leadership and Innovation," effective innovation leadership must prioritize the needs, 

perspectives, and experiences of diverse individuals and communities (Chimakati, 2024). This 

involves actively seeking out and amplifying marginalized voices, challenging exclusionary 

practices, and ensuring that innovation initiatives are designed to promote inclusivity, equity, 

and social justice. By embracing a human-centric approach, banking leaders can not only drive 

innovation but also contribute to broader societal transformation and the empowerment of 

underrepresented groups. 

CONCLUSION 

The importance for innovation in banking is evident, propelled by the swift rate of 

technological advancements and changing consumer demands. Established banks like KCB 

Kenya face numerous challenges in cultivating a culture of ongoing innovation. The thorough 

literature review shows that leadership plays a crucial role in influencing organizational 

mindsets, values, and norms that encourage creative thinking, risk-taking, and adaptability. 

Existing research offers valuable insights, but there is a need for more detailed examination of 

leadership competencies and quantifying the impact of leadership through surveys, case 

studies, and performance data analysis. Important lessons from the literature highlight the 

significance of transformational leadership in motivating teams, encouraging experimentation, 

and questioning the existing norms. It is crucial to have alignment between leadership and 
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cultural values that promote innovation. Leadership has a diverse role that includes 

implementing technology and fostering inclusive, human-centered cultures. Adapting 

situational leadership to meet the needs of a team can be especially advantageous for fostering 

innovation. Case studies show that leadership initiatives can enhance collaboration, idea 

generation, and innovation results. 

In Kenya, leadership needs to harmonize global technology trends with local intricacies. 

Enriching the discourse can be achieved by focusing on African perspectives and experiences. 

Research examines leadership strategies that promote grassroots innovation and utilize virtual 

collaboration to offer tailored guidance. Bank leaders need to embrace new technologies and 

navigate the cultural changes that come with digital transformation. Effective leadership is 

essential for integrating ongoing learning and connecting innovation strategies with the 

organizational culture. To remain competitive in the face of industry disruption, KCB Kenya's 

leadership needs to cultivate a culture that encourages innovation among employees at every 

level. Developing leadership is essential to cultivate skills such as inspiring vision, managing 

change, and adapting to different situations. KCB Kenya can transform challenges into 

opportunities by implementing disciplined innovation and human-centric leadership that 

prioritizes creativity, ultimately improving customer centricity, efficiency, and sustainable 

growth. This will place the bank at the forefront of innovation in order to promote financial 

access and inclusion. The analysis offers practical insights for KCB Kenya's leaders as they 

lead the next stage of the bank's innovation journey. 
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