


















































an organisation. Any specific factor in the business environment will affect some
organisations more than others. Also, it will affect some organisations favourably whilst
posing a threat to others. It is imperative for organisations to continuously study the
environment and respond to its dynamism, heterogeneity, instability and uncertainty if
they are to retain their competitive advantage.

Changes have taken place affecting Kenya’s business environment. We would expect
organisations to have responded to these changes. Several studies have been done on
these changes and they include; Njau (2000), Kandie (2001), Thiga (2002), Kiptugen
(2003) and Mutua (2004). AAR Credit Services Ltd is a financial services company that
does not fall under the banking Act. None of the studies carried out on responses (o
environmental changes show the uniqueness of a non-bank financial services company,
like AAR Credit Services. AAR Credit Services Ltd is an organisation operating in
Kenya. It provides unique financial services in a turbulent industry. It would be
expected to respond to the environmental changes as well. Currently it is not known if it
has responded to these changes. We would also expect AAR Credit Services Ltd to have
responded to these changes as well. Has it responded to these changes affecting the

business environment?

1.3 OBJECTIVE OF THE STUDY
This study addresses one objective. This is to establish responses by AAR Credit

Services to changes in the environment.

1.4 IMPORTANCE OF THE STUDY.

The results of this study may be of benefit to various stakeholders.

Firstly to shareholders and management in formulating polices that will ensure the
continued existence of AAR Credit Services in the long run.

Secondly to other organisations that may face similar environmental changes.






CHAPTER TWO: LITERATURE REVIEW

2.1 CONCEPT OF STRATEGY

‘Strategy is the direction and scope of an organisation over the long term, which achieves
advantage for the organisation through its configuration of resources within changing
environment and to fulfil stakeholder expectations’ (Johnson and Scholes, 2003: 10).
Strategy provides management with a future orientated framework for understanding how
external forces impact an organisation’s performance. Strategy is about creating a fit
between the external characteristics and internal conditions to solve a strategic problem.
The strategic problem is a mismatch between the internal characteristics of an
organisation and its external environment. Firms are in trouble if they do not work on
their future (Aosa, 1998).

Further, according to Johnson and Scholes (2003), there are three levels of strategy:
corporate, business and operational. Corporate level strategy is concerned with the
overall purpose and scope of an organisation and how value will be added to the different
parts (business units) of the organisation. Business level strategy on the other hand is
about how to compete successfully in particular markets. The concerns are on how
advantage over competitors can be achieved; what new opportunities can be identified or
created in markets. Operational level strategy is concerned with how the component
parts of an organisation deliver effectively the corporate and business level strategies in

terms of resources, processes and people.

According to Flavel and Williams, (1996), a business enterprise will justify its existence,
and survive in the long term by ensuring that their strategies contain goals, policies, and
action sequences. The strategies should be developed around a few key concepts that
deal with the unpredictable and the unknown in the environment. This involves various
strategy dimensions which include identification of a market need, cither latent or
currently existing as well as creation of customers and thus, demand for the identical
product or service, within sustainable market niche of sufficient magnitude to provide an

adequate return to the business.
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The strategies also require fulfilling the identified need to the complete satisfaction of its
customers, monitoring and anticipating changes to the customers’ needs and wants.
Monitoring and anticipating competitors’ strategies and actions. It calls for monitoring
and anticipating changes with the market environment and also formulating strategies,
and implementing and evaluating actions, to maintain an on going relevance of the
enterprise to its identified market. Strategic planning enables the achievement of these

important survival factors in a disciplined, structured and co-ordinated manner.

2.2 STRATEGIC MANAGEMENT

Strategic management includes understanding the strategic position, strategic choices for
the future and turning strategy into action (Johnson and Scholes, 2003). Strategic
position is concerned with the impact on strategy of the external environment, internal
resources and competencies, and the expectations and influence of stakeholders (Johnson
and Scholes, 2003). Strategic choices involve understanding the underlying bases for
future strategy at both the corporate and business unit levels and the options for
developing strategy in terms of both the directions and methods of development (Johnson
and Scholes, 2003).

The strategic management process enables an entity to predict its environment and shape

its future. It provides information that enables an enterprise to:

i.  Avoid consistent short-term focus.

ii. Be more pro-active than reactive. It should never be caught totally by surprise by
changing external and market place factors.

iii. Capitalise on its strengths to take advantage of opportunities, and avoid or reduce
the impact of threats.

iv.  Correct its weakness to take advantage of opportunities, and avoid or reduce the
impact of threats.

v. Increase productivity and ensure the long term performance and survival of the
business.

vi.  Enhance organisation performance and rewards accruing to the stakeholders.
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Strategic management is a process with a great deal of promise. However, only in a
small number of cases is its full potential realised. Fewer still are the instances of
successful adoptions of strategic management. Strategic management has helped

organisations to be more proactive than reactive in coping with the changes in their

external environment.

Porter (1980) ascertains the value of strategic management to any organisation is to
provide a central purpose to the activities of the organisation, the people who work in it
(internal environment) and often the world outside (external environment). This can be

summarised as the organisation vision, mission and objectives.

Strategic management enables organisations to adjust to the different conditions or
pressures due to the changing external environment. Organisations change and often
create their environment by focusing on the strategic issues. Porter (1980) goes on to
explicitly say that strategic management helps companies develop sustainable
competitive advantage. To develop strategy they need to carry out an analysis of the
organisations external and internal environment. This enables the organisation to be

proactive to the changing environment rather than reactive.

Strategic management helps organisations focus on their competitive efforts, be more
effective in resource allocation and identify their key success factors. This ensures that
organisations are looking at long term implications of their plans hence creating a culture
of a learning organisation. Strategic managers need to understand the concept of strategy

as they view their environment in all it perspectives.

2.3 ORGANISATIONS AND THE ENVIRONMENT
Organisations exist in a complex commercial, economic, political, cultural and social
environment. This environment is not static but is under constant change which
invariably affects the organisations that operate within it. These environmental changes

are more complex to some organisations than others. For survival, an organisation must
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