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Product development strategy is crucial for banks to remain competitive and achieve financial
success. This study was aimed at evaluating the effectiveness of product development strategy on
the financial performance of FNB in Lusaka. The study adopted a quantitative approach using survey
questionnaires and panel analysis of financial data from 09 FNB branches in Lusaka. The results of
the study revealed that the majority of respondents were middle-aged males with some experience
and a first-degree education. Over 60% were aware of product development strategies, with short-
and long-term financing options being key strategies. The study revealed a weak positive
relationship between product development strategy and financial performance. The correlation
between ROA and the predictor variables (R=0.545 was greater than 0.5) meaning there was a
strong positive correlation between ROA and the predictor variables. The coefficient of the regression
analysis denotes the amount of deviation in the predicted variable that is to say ROA that is
explained by the predictor variables. The square of R=0.297 reveals that 29.7% of the changes in
ROA was attributed to predictor variables. The Durbin-Watson test statistic was 1.158 which
indicated that no correlation existed among the residuals in the model. Effective product
development strategies, such as innovation and customer-centric approach, contributed to improved
financial performance. The implication of this study is that, the study's findings will provide insights
into the effectiveness of the e-wallet product development strategy in improving financial
performance at First National Bank, inform the development of effective e-wallet product
development strategies, and contribute to the existing literature on product development strategy
and its effectiveness on financial performance.
Based on the obtained results, The study recommends that FNB consider diversifying its product
offerings to appeal to a broader demographic range and adopt effective product development
strategies, such as innovation and customer-centric approach, to improve financial performance.
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1. Introduction
Background of the Study

There is substantial anecdotal evidence indicating
that product development strategies positively
influence a company’s financial performance.
However, studies show mixed results across various
performance measures. Higher profits are often
linked to firms' innovation capabilities (Schumpeter,
1934). The performance of development projects
depends on a firm’s product strategy and process
organization (Clark & Fujimoto, 1991). Financial
losses from product failures can outweigh gains
from successes (Sharma & Lacey, 2004). Effective
product development relies on design creating
positive experiences (Clark & Fujimoto, 1991), with
combined product and process innovations driving
firm growth (Goedhuys & Veugelers, 2008), leading
to better sales growth and financing access. New
product development is crucial for new firm
performance despite its cost and uncertainty
(Haeussler, Patzelt & Zahra, 2012). The risk of
market failure remains high due to lack of sound
scientific knowledge for product teams to develop
high-quality product concepts (Wanjiru, Muathe, &
Kinyua-Njuguna, 2019).

Despite widespread access to information, few
companies seek research on product development
methodologies. Research into firm performance
must consider profit and growth, essential for
business sustainability (Gultinan, 2017; OECD,
2020). Companies must implement robust
competitive strategies to navigate uncertainty and
dynamic business environments, enhancing
operational efficiency and market share (Kehinde &
Ikioda, 2019). Performance indicators are essential
for monitoring success and improving processes
(Franceschini et al., 2018). Adapting to market
changes through successful new product
development is critical for long-term success
(Griffin, 2016). Sustainable competitive advantage
is achieved through a unique market position
relative to competitors (OECD, 2020).

The development of new products, while expensive
and risky, is necessary for maintaining market
position. It requires customer orientation,
collaboration, and unique activities (Wanjiru et al.,
2019). Systematic development methods and
market research are key to success (OECD, 2020;
Amar, 2016). Organizational knowledge is crucial for

Achieving competitive advantage (Miles, 2027).
Technological innovation and market competition
necessitate continuous product development to
maintain strong market positions (FNB, 2022).
Forward-looking organizations recognize the
importance of developing new and improved
products to capture a large market share (Kotler &
Keller, 2016). This study evaluated the effectiveness
of product development strategies on FNB’s financial
performance in Zambia.

Statement of the Problems

Despite the Increasing demand for digital financial
services, First National Bank (FNB) Zambia's E-
Wallet Product Has Not Achieved Its Full Potential,
with only 12% of customers actively using the
service (FNB Zambia, 2020). This slow adoption has
resulted in a 15% decline in transactional revenue
over two years (FNB Zambia, 2020). Despite the
importance of effective product development
strategies for digital financial services (Manyika et
al., 2016), there is a lack of empirical evidence on
the effectiveness of such strategies in the Zambian
banking sector, particularly for E-Wallet products
(Kapenzi, 2018). This study aims to address the
research gaps by investigating FNB Zambia's
product development strategies for its E-Wallet
product, the effectiveness of these strategies on
financial performance, and the challenges faced in
implementing these strategies.

General Objectives

The general objective of this study is to evaluate the
effectiveness of product development strategy' on
FNB financial performance.

Specific Objectives

1. To examine product development strategies
employed by FNB Zambia for its e-wallet product.
2. To Investigate the effect of these strategies on
FNB Zambia's financial performance.
3. To identify challenges faced by FNB Zambia in
implementing the product development strategy
across their branches.

Research Questions

1. What product development strategy (s) have
been employed by FNB Zambia for its e-wallet
product?
2. How has been the effectiveness of these strategy
(s) on FNB Zambia's financial performance?
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3. What are the challenges faced by FNB Zambia in
implementing the product development strategy
across their branches?

Significance of the Study

This study explores the relationship between
product strategy and customer satisfaction,
providing valuable insights for businesses to
improve their product offerings and enhance
customer satisfaction (Saquib et al., 2013). The
study highlights the importance of product quality,
product mix strategies, and promotion strategies in
achieving customer satisfaction. By examining the
effects of these strategies, the study provides a
comprehensive framework for businesses to develop
effective product strategies that drive customer
satisfaction and loyalty (Paley, 2016).

2. Literature Review
Concepts of Product Development

According to OECD, (2020) defined new product
development as any product that consumption tract
as an addition to the available choice. Product
development strategy is a product-market growth
strategy in which the existing market is served;
however, a newer, significantly improved product is
launched (Wanjiro et al., 2019). This involves next
generation products. An example of such a strategy
is that a product is improved for the same market to
sell more. Regularly, the old product is not sold
anymore, only the new and improved product is sold
to the customers. However, it is possible that the
old product is still sold next to the new and
improved product. People who do not want to switch
to the new product can still buy the older version.
This strategy is used to keep customers satisfied
and to stay ahead of the competition (Porter, 1990;
Kotler and Keller, 2016; Grifin, 2016). In pursuing a
strategy based on product development,
management is attempting to sell a new product to
existing customers. Efforts are focused on the
development and innovation of new product
offerings with which to replace existing ones. New
products are then marketed to existing customers.
This often occurs within the automobile market
where existing models are updated or replaced and
then marketed to existing customers (OECD, 2020).

Product of Product Development Strategy

Product development has been defined as the focus

On the needs of the current customers and the
wider customer markets (Ansoff, 1987). Kotler
(2000) says in product development a firm remains
in its present markets but develops new products
for these markets. The view that new products are
helpful to the financial health of sponsoring firms is
well argued by scholars. Schumpeter (1934), for
instance, opined that innovative new product when
first introduced face limited direct competition and,
as a result, allow relatively high profits to
sponsoring firms. Over time these high profits are
likely to disappear because of imitation and
competition, he argued, but firms that keep on
introducing innovative new products may be able to
have high profitability for a sustained period. Large
and growing literature supports the positive
correlation between innovation and firm profitability.
In a study of 721 U.K. manufacturing firms during
the period 1972–1983, for instance, Geroski et al.,
(1993) showed that the number of innovations
produced by firms had a positive effect on their
operating profit margin. According to Clark and
Fujimoto (1991) performance in a development
project is determined by a firm’s product strategy
and by its capabilities in overall process and
organization. They further claim that firm’s products
help to shape the market environment; the nature
of the market environment changes as consumers
and competitors learn from new products and
services. Goedhuys and Veugelers (2008) found that
innovative performance is an important driver for
firm growth in particular the combination of product
and process innovations that significantly improves
firm growth. Financial markets may be attuned
sharply to product development outcomes in
publicly traded firms (Anurag and Nelson, 2004).

The Concept of Product Life Cycle

This concept involves the end user at inception and
throughout the life of the product or service is
essential to ensuring that the organization is
listening to the customer. For Strategic purposes
when examining market competition, focus needs to
be on quality as it has a way of guaranteeing
customer loyalty. Quality can be viewed from many
angles as it affects all aspects of an individual’s
activity and includes work and life, and is said to be
the compliance with a particular specification. For
this purpose, it shall be defined as the quality of a
product or service (Dudek-Burlikowska, 2011).

The key success factor of any marketing campaign
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Or activity is to attract new customers and increase
their need and desire for a certain product or
service (Ebitu, 2014). Therefore, it is very crucial for
marketers to ascertain the consumer’s expectations
of the product or service in order to satisfy them
(Ebitu, 2014). Customer quality demands can be
determined by the answers customers give to these
five questions: What can I expect, when I buy this
product or service? Is this what I expected? Does
this product or service measure up to my
expectations, all the time? How much do I pay for
the product or service? When will I get this product
or service? (Dudek-Burlikowska, 2011).

In order to formulate an appropriate marketing
strategy, Hofer in 1975 argued that it is important
to know the stage the product is within its life cycle
(Horvat, 2013). Customers tend to equate product
quality and safety by what is known of the particular
brand and the overall look of the product (Mohan &
Aagasthiya, 2015). One of the marketing strategies
implements perceived concerns of clients, the
company’s product branding improves. This strategy
is employed so as develop a product or service that
can satisfy the customers, ensuring steady and
increased sales and profits to the organization
(Ebitu, 2014).

The Zambian Banking Industry

The market is dominated by larger market players
across key indicators such as Profit after tax, Return
on equity, Total assets and Shareholder’s equity
(BOZ, 2022; World Bank, 2020). While the overall
structure of the market has not changed much, the
disparity at the far ends of the spectrum is
continuing to widen and the availability of capital
remains a key differentiator. As banking continues
to evolve and the need for investment in new
products and delivery channels becomes ever more
apparent, the smaller players are likely to be more
affected. Whether this results in some level of
market consolidation within the banking sector
and/or with non banking financial institutions
remains to be seen.

Profitability of Zambians banks has generally been
buoyant, generated from earnings on loans,
Treasury securities (BOZ, 2018). Realised gains on
foreign exchange transactions and fee income have
also contributed significantly to banks’ profits.
Commercial banks in Zambia have continued to
show resilience, largely credited to the strong
capital position.

A majority of banks hold capital balances above the
regulatory threshold, depicting the strength and
stability of the Zambian banking sector. To boost the
banks’ capital position and strengthen their
resilience, the authorities raised regulatory capital
further and introduced a tiered structure in April
2012 (GRZ, 2012). The minimum capital
requirement for local banks was raised to K104
billion (US$20 million) while the requirement for
foreign banks was pegged at K520 billion (US$100
million). Prior to this revision, the minimum
regulatory capital was uniform across all banks at
K12 billion (about US$2 million). The authorities
argue that the new capital requirement is expected
to boost banks’ lending to the private sector. The
market has also recorded an increase in number of
banks accompanied by growth in nominal assets,
accounting for more than 90% of total financial
industry assets, which is ten times higher than other
market participants (Simpasa, 2013; Boz, 2018;
Zambanker, 2018). Financial institutions are
affected directly by changes in the macro-economic
environment, arguably more than any other sector
(BOZ, 2018) . It is therefore, cardinal that banks
take in key interests in product development
strategies. Since, products must be developed in
line with specific needs of the customers and at a
price they can afford for businesses to remain
afloat.

FNB Zambia received its banking license in
November 2008 and began operating in 2009 with
an initial three branches across Lusaka and the
Copperbel (FNB, 2023)t. The bank has since grown
to include a national footprint and now it has its
presence across all 10 provinces of Zambia through
a network of ATMs, Branches, and CashPlus agency
banking solutions.

First National Bank (FNB) has revolutionized the
Zambian banking sector since its inception in 2009.
It has introduced modern technologies like online
banking and mobile apps, leading to increased
convenience for customers (FNB, 2023). FNB's
extensive branch network and agency banking
solutions have promoted financial inclusion by
reaching underserved areas. The bank's competitive
products like loans and credit cards have
encouraged other banks to improve their offerings.
FNB's focus on customer service has raised the
overall banking experience, while its corporate
social responsibility initiatives have positively
impacted local communities (Ibid).
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Overall, FNB has brought healthy competition,
innovation, and improved services.

3. Empirical Review
Recent studies have highlighted the importance of
new product development strategies on firm
performance (Benson et al., 2015). Research has
also shown that a stronger connection between
market-oriented and resource-based views improves
strategy development and business performance
(Acur, 2014). However, further research is needed
to investigate the validity of these approaches in
practice (Acur, 2013).

Benson et al, (2015) carried out research on effect
of new product development strategy on
performance in sugar industry in Kenya, the
problem centered in this research focused on
challenge of liberation, increase in competition
among the firm in the industry, the research
adopted survey research design method and a
sample of fifty (50)respondents were selected, the
aims and objective of the study is to investigate the
relationship between new product development and
performance of firms in sugar industry, the research
used quantitative method in this study and has
drawn from both primary and secondary source of
data, questionnaire was used for the collection of
data from the respondents, the research findings
indicate that new product development strategy
increase the performance of firms in sugar industry
(Ibid).

While examining empirically the effects of new
product development outcomes on overall firm
performance, Anurag and Nelson (2004) chose the
pharmaceutical industry as the empirical context.
This was appropriate for the study’s analysis due to
the gate-keeping role played by the Food and Drug
Administration (FDA) provides a specific event date
on which to focus the event study methodology. The
study estimated market model parameters using a
300-day period. Daily return data were obtained on
individual securities from DataStream International
and abnormal return for firm. The expected returns
were estimated using the market model where
returns on security, the daily returns of each firm in
days were regressed against the return on market
portfolio during the corresponding time period to
obtain estimates. This study’s results showed that
market valuations are responsive strongly and
cleanly to the success or failure of new product
development efforts.

Further conclusions were that financial markets may
be attuned sharply to product development
outcomes in publicly traded firms (Anurag and
Nelson, 2004). However, the study did not consider
the intersection of marketing and finance literature.

Strategic Alliances and Product Development in High
Technology New Firms, with the moderating effect
of Technological Capabilities study was done by
Haeussler (2008). Using a database of
biotechnology firms the study sought to know how
new firms maximize the benefits of these alliances
while reducing their risks. Testing the study
hypotheses required measuring the alliance
portfolio, technological capabilities and product
development by HTNFs. The study surveyed
biotechnology firms in the UK and Germany, the
largest and most developed biotech industries in
Europe. Face to face Interviews were conducted
with 118 British and 162 German firms which
agreed to participate in the study. There was a
response rate of 47 percent for Germany and 34
percent for the UK. In the study analysis the study
used descriptive statistics to determine correlations
among, the study’s variables. The study found that
the specialization of new firms’ technological
capabilities can help managers use alliances more
productively when it comes to NPD. The results
were stable over a variety of different model
specifications and when accounted for the
endogeneity of alliances (Haeussler, 2008).
However, the results drew attention to the
importance of the breadth versus depth of the
degree of a firm’s technological specialization, an
issue not explored in this study.

Cusumano and Nobeoka (1991) examined recent
empirical research conducted or published on
product development in the automobile industry.
Their objective was to identify what has been
learned, and what is yet to be learned about the
effective management of this activity. The study
focusesd 22 organizations from Japanese
manufacturers in general, while the basic framework
used to compare the studies examined variables
related to product strategy, project structure or
organization, and project as well as product
performance. Evidence from the study indicated
that Japanese automobile producers have
demonstrated the highest levels of productivity in
development as well as of overall sales growth, and
have used particular structures and processes to
achieve this (Cusumano and Nobeoka, 1991).
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The evidence does not however clearly indicate
what the precise relationships are between
development productivity and quality or economic
returns.

Other studies have emphasized the need for
managers to understand their firm's core
capabilities and direct resources to maintain and
improve those capabilities (Wiley, 2015). Successful
companies develop strategies that combine goods
and services into a single product offer or "benefit
package" (Lafarge, 2017). The factors that can
enable or hinder the use of products strategy in
production-level decision-making have been little
studied Since the decision on manufacturing
strategy is ultimately determined at the factory
level, it has been suggested that more attention
should be paid to organizational factors that can
influence it, such as the organizational culture of the
manufacturing company (Johnson , 2015).
Organizational culture describes the complex
knowledge structures that organizational members
use to achieve and create social behavior and that
are taught to new members as the right way to
perceive, think, and feel about specific issues
(Bates, 1995). Establishing a link between
production strategy and organizational culture leads
to a well-aligned and implemented production
strategy that is associated with a clan-oriented
organizational culture or is associated with a
hierarchical organizational culture (Moran, 2008).
Production strategy is essentially a top-down
process where people in the factory respond to the
production strategy and other formal control
mechanisms (Bates, 1995). The analysis shows that
next to the organizational culture of the clan
appears a well-aligned and implemented production
strategy, which includes a formal planning process,
strategic communication, a contribution to a
competitive position and a long-term orientation.
This clan organizational culture is characterized
using cliques and cliques, a low emphasis on
hierarchy and high loyalty, and shares a plant-wide
philosophy (Bates, 1995) adopted by Lafarge
Zambia in the context of the RISE initiative
(Lafarge, 2016 ).

Production strategy is a strategic asset that cannot
be formed in a vacuum, but must be formed
together with corporate strategy (OECD, 2020).

Culture plays a role in the manufacturing strategy
and thus a systematic approach is preferred to
enable the manufacturing strategy to succeed.
Group-based interactive systems help develop a
successful production strategy. Developing a great
manufacturing strategy requires better intellectual
capital. HR should look for smart people because
they develop the production strategy. Some middle
managers do not fully agree with the position of top
managers because they lack clear strategic
guidelines to base their operational decisions on
(Kahinde and Ikiyoda, 2019). Other factors that
directly or indirectly affect the strategic role of
production are the attitude of top managers towards
production and the lack of involvement of
production managers in setting the strategic
direction of the company (AL-Rasby, 2016).
Example: Seeing manufacturing as unable to
influence competitive success and encouraging
manufacturing to blindly follow industrial labor,
equipment procurement, and capacity building
practices without understanding how manufacturing
can provide a competitive advantage.

In Zamba Malamula, (2021), conducted study aimed
at investigating how the Xapit mobile banking
service has affected the bank‟s customer acquisition
and retention in Zambia. The adopted quantitative
research structure using primary and secondary
data to accomplish the research objectives. The
study found that that both the study variables
(customer acquisition and Customer retention) had
a negligibly positive relationship (r=0.033; P<
0.0226; r=0.006; P< 0.045) with Xapit product. It
was thus established that, Xapit mobile banking
service has positively affected the bank‟s customer
acquisition and retention. This study further
suggested that marketing team of the bank should
do a wider and more detailed market research to
determine what else needs to be done to improve
Xapit banking services so that it gains more market
share.

4. Theoretical and Conceptual
Frameworks of Product
Development Strategies
Various theoretical and conceptual frameworks have
been developed around the concept of product
development and have espoused measurement
criteria;
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Drivers as well as variables that can be used to
determine Customer Satisfaction (Al-Hersh, Abreu,
& Saaty, 2014). For a business to be successful,
whether it is dealing in a physical product or a
service, it must satisfy their customers. This is
mainly in two ways: retaining its current customers
and increasing its customer’s base significantly.
Both the current and prospective customers are the
stakeholders and the determinants of the product or
services success (Sabir, Irfan, Akhtar, Pervez, &
Rehman, 2014). In 2001 Parker Mathews described
two fundamental ways of interpreting satisfaction;
as a process or as an outcome. As a process,
satisfaction could be viewed as the emotional
response of the customer to his evaluation of the
difference or not of his prior experience with the
product and or service and his current experience. If
the perception is that the prior experience was more
satisfying than the latter, then the end result is
dissatisfaction; if, however the perception is vice
versa then the end result is satisfaction (Al-Hersh,
anurous, & Saaty, 2014). In this study two theories
were considered, namely resource based and
dynamic theory. This study is anchored resource-
based view and dynamic capability theory.

Resource Based View:Resource based view theory
has its origin from the work of Penrose (1959),
though inadvertently the view was formerly
presented by Wernerfelt (1984). A resource-based
view (RBV) emphasizes the firm’s resources as the
fundamental determinants of competitive advantage
and performance. The model assumes first that
firms within an industry (or within a strategic group)
may be heterogeneous with respect to the bundle of
resources that they control (Bridoux, 1997). Second
assumption is that resource heterogeneity may
persist over time because the resources used to
implement firm’s strategies are not perfectly mobile
across firms.

Resource Based Biew (RBV): A resource-based
view (RBV) is one of the most widely accepted
theories of strategic management (Powell, 2001).
New organisational resources may increase the
flexibility in strategic choices, by allowing firms to
benefit from new opportunities (Rangone,
1999).The RBV could be considered as an “inside-
out” process of strategy formulation: starting from
the internal resources of the firm, their potential for
value generation has to be assessed in order to
define a strategy allowing the firm to achieve the
maximum value in a sustainable way (Grant, 1991;
Barney, 1986).

In this way, the firm product development strategy
is determined by the resources available and the
capability to deploy them in the best way to obtain a
good performance.

Dynamic Capabilities Theory:

Dynamic capability philosophy draws on
Schumpeterian reasoning, which sees dynamic
capability as another rent-creating mechanism
based on the competencies of organizations
(Schumpeter, 1950). Eisenhardt and Martin (2000)
defined dynamic capabilities as ‘a set of specific and
identifiable processes’ that are ‘idiosyncratic’ in
details and somehow ‘dependent’ in their
emergence. Dynamic capabilities of firms may
account for the emergence of differential firm
performance within an industry (Zott, 2000). Zott
(2000) synthesizing insights from both strategic and
organizational theory, found performance relevant
attributes of dynamic capabilities such as
innovativeness of products to be the timing of
dynamic capability deployment and learning to
deploy dynamic capabilities.

Dynamic capability is about organizational
competitive survival rather resource based view’s
achievement of sustainable competitive advantage.
Dynamic capability theory explains the capacity of
an organization to purposefully create, extend or
modify its resource base which refers to the choice
of strategy an organization adopts to achieve its
goals.

5. Conceptual Framework
This section presented the study’s conceptual
framework in bid to provide a pictorial view of the
study’s key variables. Mugenda and Mugenda
(2003) define conceptual framework as a concise
description of the phenomenon under study
accompanied by a graphical or visual depiction of
the major variables of the study. According to Young
(2009), a conceptual framework is a diagrammatic
representation that shows the relationship between
dependent variable and independent variables.
Thus, The conceptual model presents the perceived
relationships as formulated for testing. The
conceptual model shows the various relationships
among the variables in the Product development
strategy - Performance. According to the model,
Financial Performance is the dependant variable
with both quantitative and qualitative as indicators
is influenced product development strategy.
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Independent variable is presented by product
development with its corresponding indicators; new
product development and improvement of existing
products.

Figure 1: Conceptual Model

Research Gaps

Literature review was collected on product
development strategies and organizational survival
in the competitive market of the banking sector.
several empirical studies conducted by this study
showed that there was a greater relationship
between product development strategies and the
performance of organizations in different parts of
the world. However, the findings of these
researchers may not be consistent with the research
reviewed by this researcher and cannot be directly
applied to this topic due to the economic situation in
Zambia.

Chapter Summary

This chapter introduced the performance of a firm
and how negative measurements of some key
indicators can point to an organization in distress.
In addition, this chapter revealed the purpose of the
research, which is to measure the Customer
Satisfaction in Professional bodies and what product
strategies can be used to enhance it; A case study
of FNB. The research questions to be investigated
were also included, which are, to ascertain how
product development strategies can lead to
improved operational efficiency and reduced costs
for FNB, ultimately enhancing overall performance.
Chapter Two and Three will focus on the Literature
concerning this topic and the Research Methodology,
respectively.

6. Methodology
Research Design

Research design can be defined as the way the
researcher will go about answering the stated
research questions (Swanson, 2015).

This study adopted a quantitative research design to
evaluate the effectiveness of product development
strategies in the performance of FNB Zambia. The
design was deemed appropriate for this study as it
answered the questions; what, how, which, and why
on the effect of product development strategy on
financial performance, in addition, the study also
utilized panel data analysis to establish the relation
between product development strategy and financial
performance. The numeric data garnered from the
questionnaire as the data collection instrument and
from secondary literature sources like annual report
and company websites was used to test the theory
relating to the performance level of the FNB. In
addition, the data was used as an inductive
approach to develop theory such as what emerges
as the top products development strategy and
communication channel to enhance the current level
of performance (Sanders, 2012). Thus, this method
was appropriate for this study as it facilitates the
collection of data from a large population. It also
made it easier for the researcher to develop a
questionnaire that enabled generalization of the
findings (Malhotra, 2010).

Study Population

The population of a research study is the all the
group members relevant to the case (Sanders,
2012; Thomas, 2015). For this study the population
will consist of all the staff from Lusaka FNB in
Lusaka province. FNB Zambia received its banking
license in November 2008 and began operating in
2009 with an initial three branches across Lusaka
and the Copperbelt. The bank has since grown to
include a national footprint and now it has its
presence across all 10 provinces of Zambia through
a network of ATMs, Branches, and Cash Plus agency
banking solutions. Thus, it was best fit bank to
research on with regard to the effect of product
development on the organization performance. The
population size for this study was 315. To establish
this population size, the researcher identified the
total number of FNB branches and employees in
Lusaka district that and thereafter, employee
population was tabulated as shown below.

Total employees = Number of branches x Average
employees per branch

Total employees = 09 branches x 35
employees/branch (avg. of 20-50)

Total employees = 315.
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Sample Size

Sample size refers to the number of units that is
chosen from the target population from which
information is gathered to fulfill the objectives of the
researcher (Cooper & Schindler, 2014). For this
study the sample size was determined using the
Yamane’s formula.

The sample sizes for the population of interest were
determined using the Yamane Formula Model. The
determination of the sample size using Yamane
sample determination Model was done as follows;

Calculations below give both the targeted
populations and their associated sample sizes based
on Yamane Formula. Yamane Formula Model can
generate a sample size for any size of the
population which could be in form of even or old
number though it uses a fixed margin of error which
is 5%.

n =176 sample size: Therefore, the sample size for
this study was 176 respondents from FNB Lusaka
district.

Sampling Frame and Technique

A sampling frame is used in this study was
probability sampling and is defined as the complete
list of all the members or cases that are in the study
population and the selection was done randomly

With each member have equal chance of being
picked. From this list a sample is derived (Cresswell,
2014). For this business research the researcher
also used nonprobability method of sampling the
study population. In a non-probability sampling, the
techniques used to select the sample size have an
element of subjectivity and the researcher uses
their judgment (Cresswell, 2014). This sampling
technique was based on the fact that the
respondents were unavailable due to the nature of
their work; majority are given assignment within
and outside Lusaka town hence, challenging to
reach all of them. Process used to select the
respondents was based on availability of the
respondents within the three months of the study.

Data Collection

Questionnaire was the main tool for data collection
in this research. In business and management
research, the questionnaire is used greatly for
surveys (Sanders, 2012). Further, a self-
administered questionnaire assists to enhance self-
reporting on the sample’s opinions, attitudes, beliefs
and values (Swanson, 2015). Questionnaires are
defined as all the methods used in data collection,
where each person or respondent is asked to
answer to the same set of questions that are put in
the same predetermined format (deVaus, 2002 a
two-section e-questionnaire to collect data. The first
section consisted of demographic information such
as the age, gender, income, and education of the
respondent. The last part of section two explored
the respondent’s view of the various communication
channels. The e-questionnaires were used due to
the physical unavailability of the respondents. The
e-questionnaire was sent to all the available
members via emails with respective reminders
through emails and mobile number.

Sampling Method

The investigator used the purposive sampling
technique in this research. The purposes of selecting
this technique are that purposeful sampling is a
technique widely used in qualitative research for the
identification and selection of information-rich cases
for the most effective use of limited resources
(Patton, 2002). This involves identifying and
selecting individuals or groups of individuals that
are especially knowledgeable about or experienced
with a phenomenon of interest (Cresswell & Plano
Clark, 2011). In addition to knowledge and
experience,
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Bernard (2002) and Spradley (1979) note the
importance of availability and willingness to
participate, and the ability to communicate
experiences and opinions in an articulate,
expressive, and reflective manner.

Data Analysis

A total of 80 questionnaires were developed and
administered, resulting in a response rate of 75 out
of 80 which were filled in correctly. Upon completion
of data collection, the questionnaires were scored
and data edited, coded and entered into the
computer for analysis. The data was analysed and
reported by descriptive narrative (Sounders and
Lewis, 2012). The study also used ANOVA and Chi-
square test to determine the association between
corporate governance and performance (Hauke and
Kossowski, 2011). The results of this data gave the
researcher a basis to make conclusions about the
study. All the tests and were conducted at 95%
confidence level (p-value 0.05).

Ethical Consideration

The research observed main ethical issues including,
voluntary nature of participation, obtaining of
informed consent; ensuring confidentiality and
privacy of participants, institutional ethical issues,
which included obtaining authority to conduct
research and scientific honesty (Fleming, 2011).

7. Results
Product development strategies has FNB Zambia
employed for its e-wallet product?

Are you aware of product
development strategy?
When respondents were asked if they Are aware of
product development strategy majority 61.5% said
yes, they were aware only 38.5% of the
respondents said no. This imply that most
respondents were aware of product development
strategy majority.

Figure: Pie chart distribution of respondent’s
awareness of product development strategy
Source:field survey, 2024

Product Development Strategy
The researcher was interested in knowing the
current product development strategies being used
to promote e-wallet product, in multiple response
results, it was revealed that FNB is currently using
several product development strategies, and these
were revealed to be Mobile-first approach at70%,
User-centered design at 90%. Integration with
existing FNB products at 60%, Partnership with
fintech companies at 87%. One of the respondents
mentioned that “ FNB must put first digital
transformation and become the leader in digital
transformation to improve customer experience as
well as operational efficiency alleging that with this,
FNB will be able to meet evolving customer
needs.Innovation Centered around customers.
Another respondent mentioned that the Bank should
develops products and services that are customer-
centric achieved through customer feedback and
market research.”

Figure: Key e-wallet product development
strategies
Source: field survey, 2024
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How would you rate the
e�ectiveness of FNB's current
product development strategy in
achieving �nancial performance
goals?
Therefore, using the scale of 1 to 5 from very
ineffective to very effective, majority 55.6% were
picked 4 which is effective, whilst 22.2% picked
partially effective and the rest 22.2% picked very
effective. Thus, it can be said that the current FNB
product development strategy is effective in
achieving financial performance goals of the bank.

1=Very ineffective| and 5=Very effective

Figure: Distribution of Respondents responses
about effectiveness of FNB's current product
Source: field survey, 2024

How does FNB's product
development strategy align with
the organization's overall �nancial
performance goals?
To learn the link between product development
strategy and financial performance, the researcher
asked if at all FNB's product development strategy
align with the organization's overall financial
performance goals. Out of 141 22.2% said it is
partially aligned and the rest majority 78.8 said it
aligned the financial performance.

Figure: Distribution of the respondents’ responses
on whether FNB's product development strategy
align with the organization's overall financial
performance goals.
Source: field survey, 2024

How would you rate the e�ciency
and e�ectiveness of each stage in
the product development process?
The results indicate that FNB's efficiency and
effectiveness of each stage in the product
development process had mixed effects. While most
respondents said it was efficient and effectives there
is still a significant number who were of opinion that
it is not very efficient and effective in every stage of
the product development process.

Figure: Distribution of the respondents’ responses
on FNB's product development strategy efficiency
and effectiveness of each stage in the product
development process.
Source: field survey, 2024

The effectiveness of FNB Zambia Product
development strategy on financial
performance

How has FNB's �nancial
performance changed over the
past 3 years?
Regarding FNB's financial performance over the past
3 year. The study results indicates that 50% it
improved significantly, 33.3% it improved slightly
and only 16.7% said it remained the same.

Figure: Respondents response on FNB's financial
performance changed over the past 3 years
Source: field survey, 2024
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Trend in revenue volume between e-WALLET &
b2w

The trend in revenue volume between e-wallet and
B2W shows that from 2023 april the revenue
volume for e-wallet has been declining meanwhile
the revenue volume for B2w has been increasing.
However, the overall total revues have increasing
from 2023 to 2024.

The coefficient of variability in revenues for e-
wallet and B2W PRODUCTS

The mean of the return on assets for the period of
study was 0.0198 which implies that significant
returns were not realized on the assets among FNB
branches in Lusaka. With a maximum value =
0.5150, minimum value = -0.3214 and standard
deviation = 0.0526 indicated that the digression of
ROA during the period of study was high. The
coefficient of variability was 2.6566 which indicates
a high variability in financial performance between
the best and least performing banks.

The result shows that the mean of total revenue
from e-wallet cleared through the B2W to total bank
revenue during the period of study was 94.4815
billion which imply that banks had a worth noting
proportion of revenue from e-wallet and B2w
revenue. The minimum and maximum values were
-1046.3926 and 9468.3608 billion respectively and
the standard deviation was 682.4214 which denote
a high deviation. The coefficient of variability was
7.2228 indicating a high variability in revenues from
e-wallet and B2W PRODUCTS.

N Minimum Maximum Mean Std deviation

Statistics Statistics Statistics Statistics Statistics

ROA 140 -0.3214 0.515 0.0198 0.0526

e-wallet 140 -104046 9468.301 94.4815 682.4214

B2W 140 0 9930.088 86.0064 711.0004

Relationship between Product development
strategies and FNB financial Performance

Correlation

The correlation between ROA and the predictor
variables (R=0.545 was greater than 0.5) meaning
there was a strong positive correlation between ROA
and the predictor variables. The coefficient of the
regression analysis denotes the amount of deviation
in the predicted variable that is to say ROA that is
explained by the predictor variables. The square of
R=0.297 reveals that 29.7% of the changes in ROA
was attributed to predictor variables. The Durbin-
Watson test statistic was 1.158 which indicated that
no correlation existed among the residuals in the
model.

Model B Error Beta т Sig.

ROA (Constant) -0.012 -0.005 -2.278 0.024

e-wallet -1.6E-05 0 -206 -0.193 0.847

Mobile-first approach. 1.55E-05 0 212 0.198 0.843

User-centered design. -0.027 0.016 -0.106 -1.753 0.081

Integration with

existing FNB products.

0.216 0.024 0.533 8.846 0. 00

Pearson Correlation showed a negative correlation
(r) of -0.017 between ROA and insignificant
negative relationship between ROA and the
predictor variable

What challenges does FNB Zambia face in
implementing effective product development
strategies?

The study found that the major challenges faced
during the product development process were
Complex Supply Chains 35%, Varying Product
lifecycle phases 60%, regulatory Compliance 86%,
Functional Collaboration 27%, Resources 90%,
Pricing challenges 93%, Turnaround time 58%, Lack
of knowledge ant PD 30%, Product design
challenges 40% whilst 6% mentioned that they
were not aware of the challenges faced during the
product development process.

Additionally, its other staff participants mentioned
that “there is always a challenge of Having go
engage South Africa on everything delays the
process this has proved to be a challenge.” Other
respondents mentioned that “challenges related to
development costs spill over the budget which
arises due to unexpected costs posing financial
constraints on the business also does affect the
company strategic development,
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Along with time constraints, since meeting deadlines
is critical. Delays in any phase can impact the
overall timeline.”

Figure: Challenges faced during the product
development process
Source: field survey, 2024

8. Discussions
This chapter discusses the results of a study on the
effectiveness of product development strategy on
FNB financial performance in Lusaka District. The
research used a mixed methods approach, including
questionnaires and secondary data analysis in view
of the results from the study conducted and the
implementation of the proposed system in relation
to the objectives of this study which was
assessment of the effectiveness of product
development strategy on the financial performance
of FNB in Lusaka. Thus, the aim of the study was
achieved by establishing responses to the study
objectives. The demographic characteristics of the
respondents were analysed, showing that the
majority were aged between 36-51 years, male, and
had around 7 years of experience with a first-degree
level of education.

The study found that most respondents were aware
of FNB's product development strategy, which
includes short- and long-term financing options,
diversification strategies, market product
development, customer satisfaction, and digital
transformation. The effectiveness of the current
product development strategy was rated as effective
by the majority of respondents. Strengths of the
strategy included strong regional presence, diverse
range of products and services, and innovation
adoption, while weaknesses included vulnerability to
economic downturns, low technology adoption, and
lack of variety (Moyo et al. (2019)

The study Revealed a weak relationship between
product development strategy and all aspects of
performance.

(Multiple r range between 0.062 and 0.388), and
that very low percentages (Adjusted R =3.0% and
below) variation in company performance is
explained by organizational strategy. The results
further reveal that most product development
strategy variables have statistically not significant
negative effects like operational efficiency,
product/service quality, sugar sales and profit after
tax (low t-values as well as negative = -0.027,
-0.627 -1.718) on some indicators of performance.
The results do not concur well with the findings of
previous studies, which indicate long term
profitability of a firm due to product development
strategy (Geroski, Machin and Reenen, 1993),
developing new products being fundamental to
sustained financial health for profit firms (Sharma
and Lacey, 2004). However results are partially in
agreement with the findings of Johnson & Aggarwal
(1988) and Muller (1987) opined that changes in
patterns of consumption tend to dissipate profits to
sponsoring firms.

The alignment of FNB's product development
strategy with the organization's financial
performance goals was identified by the majority of
respondents. The results implies that FNB product
development strategy is directly linked to financial
outcomes. This outcome is also supported by (Moyo
et al. (2019) who argued that innovation has a
significant impact on financial performance. Moyo
and colleagues identified that banks that adopt
innovative strategies tend to have improved
financial performance.

The efficiency and effectiveness of each stage in the
product development process were rated positively
overall, with some mixed opinions. Key challenges
faced during the product development process
included regulatory compliance, resource
constraints, pricing challenges, and product design
challenges. The results obtained in this study are
partially in agreement with finding from Khan et al.
(2020) who reportedly found only that apositive
relationship between product development and bank
performance. Khani colleagues also identified that
banks that invest in product development tend to
have better financial performance.

Additionally, Al-Shammari et al. (2018) also
reported similar findings to Al-shammari where it
was reported that there is a positive relationship
between product development and customer
satisfaction.
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Al-shamarri argued that banks that focus on product
development tend to have higher customer
satisfaction levels (Ibid).

FNB's financial performance was reported to have
improved significantly over the past 3 years, with
key financial performance indicators including
revenue growth, profitability, market share, and
customer satisfaction. Overall, the level of customer
satisfaction with FNB's products and services was
rated as satisfied by the majority of respondents.
This result is also in line with the findings from
Benson et al, (2015) who carried out research on
effect of new product development strategy on
financial performance of FNB. The results indicate
that FNB's current product development strategy
has both positive and negative effects on financial
performance. On the one hand, the strategy has
contributed to steady revenue growth, indicating
effective product development and market
alignment (Kotler & Keller, 2016). On the other
hand, net income has been affected by economic
downturns and over-reliance on interest income,
highlighting vulnerabilities in the strategy (Hull,
2017).

Areas for improvement in the product development
process include diversifying product offerings to
appeal to a broader demographic range, exploring
opportunities for international expansion, and
enhancing the product development process to
address niche market risks and demographic skew
(Cooper, 2017).

9. Conclusions and
Recommends
Conclusion

This study was aimed at evaluating the
effectiveness of product development strategy on
the financial performance of FNB in Lusaka. The
results obtained, revealed that FNB's current . On
the relationship between product development and
elements of performance gave mixed outcomes
show both low (capacity utilization and profit after
tax) and high (increment in turnover) relationships.
However, regression tests revealed a weak
relationship between product development strategy
and all aspects of performance. While 55.6% found
the strategies effective, challenges such as
regulatory compliance and resource limitations were
identified.

This study concludes that product development
strategy has a significant effect on FNB Zambia's
financial performance, particularly in the context of
its E-wallet product. While the strategy has
contributed to revenue growth and market share
expansion, vulnerabilities to economic downturns
and low technology adoption hindered its
effectiveness. Despite weaknesses like vulnerability
to economic downturns, financial performance has
improved significantly in the past 3 years. The
implication of this study is that it will inform
strategic decision-making for banks seeking to
improve financial performance, not only that but
also provide insights for policymakers to support
innovative product development in the banking
sector.

Study Recommendations

Following the analysis of responses and interaction
with the responses, the researcher is proposing that
stud focus on factors to strengthen corporate
governance in SME’s:

Based on the results, the study recommends that
FNB should:
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Conduct comprehensive market research to
identify emerging trends and customer needs.

Diversify product offerings to appeal to a
broader demographic range and reduce reliance
on interest income.

Adopt an agile product development approach
to reduce time-to-market and increase product
success rate.

Explore opportunities for international expansion
to reduce reliance on regional markets.
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