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ABSTRACT

The cement manufacturing industry is a very vitatter in the development of the
country. The June 2010 Monthly Economic Review pred by CBK indicates that
Cement consumption has been gradually rising rafigéncreased economic activity in
the economy. The industry has also seen the ehtwmnew cement companies which
are funded by foreign cement giants. All thesediachave therefore posed challenges in
the industry and it therefore becomes importantlégelop strategies that will counter

these challenges.

This study sought to find out responses by cemempanies to the strategic challenges
posed by competition in the cement industry in Kenlhe objectives of the study were
to determine strategic response strategies by demanufacturing firms to competition
and to compare strategic responses between midtiaatcement companies and the
indigenous cement companies in Kenya. The studptadoa descriptive design in its
methodoly. A census study was used since the pogulavas small. Primary data was
collected by questionnaire method. Of the four ét#d companies, only three
participated and were therefore included in thedytuamely; Bamburi Cement
Company, East African Portland Cement Company, Ritaer Mining. Top management
individuals of Mombasa Cement Company declined adigpate in the stud, hence it

was left out of this study.

vi



The result of this study showed that there haven begious changes in the industry
including increase in demand and entry of otheygri® The main strategic response that
was found to be common between both the multinati@@ment companies and the
indigenous cement companies was expansion of ptioducapacity. All companies
studied were found to be involved in expansion r@dpction capacity in order to meet
demand and capture more market. Other similar resgm included product pricing,
packaging of products and new products strategidse cement manufacturing
companies involved in the study had instituted geam the organization in order to
respond to competition in the industry. The implatagon of change had been

successful for most of these companies.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the study

Organizations do not exist and operate in a vacurather they operate within an
environment. Organisations are indeed open systammgh means that they are
influenced and do influence the environment in \witwey operate in. Unlike in the past,
today’'s environment is not only turbulent and dymarbut also changes in very
unpredictable ways. This constantly poses new ehgdls in the management of modern
organisations. All organisations are therefore mmment dependent. All organizations
are subject to challenges in the industry in witledly operate and in order to survive,
these organizations have to formulate strategies will help them respond to the

challenges faced.

Organisations being open systems, they react tolteges in the environment by taking
actions and steps that not only cushions the osgdons against negative forces but also
enables the organisation to cash in on any oppitigsnarising out of the changed
environment. These are referred to as responsegta, and they require organisations
to adapt their strategy to their operating envirenmand also involve the re-
configuration of internal resources and capabditt® match the adopted strategy.
According to Ansoff and McDonnell, (1990), it is prative for organisations to harness
both their tangible and intangible assets in anretb strike a strategic fit between the
environment and their strategy. It is also critifal organizations to constantly monitor

the changes in the environment and adjust thategjires to match such changes. It is



equally important for organisations to match tleaipabilities to their strategy in order to

stay at the competitive edge.

1.1.1 Response Strategies and the concept of competition

Change is the most striking feature of contempolarginess environment. Change is
ubiquitous, meaning that it affects every indusggography and every firm. Given the
pervasive nature of change, the key challenge lbieeomes how to predict and manage
the change. Strategic adaptations are changesalte&iplace over time to the strategies
and objectives of a firm. Such changes can be gfaduamatic or even evolutionary.
Ansoff (1988) observes that firms must adapt nemategies to new environmental
conditions. A changed competitive environment cadlsnew strategies that in turn call
for reformed organizational capability. Differentniis respond differently to changing
environment, some resorting to changing their petgluoffering, divesting and
diversifying, brand rationalization, mergers an#letavers, while others fall back on

technology to ensure operational effectiveness.

Grant (2000) notes that the survival and success arganization is only possible when
the organization creates and maintains a matchdaetws strategy and the environment,
and also between its internal capability and thategy. The environment is not only
dynamic but also turbulent, discontinuous and udiptable. Response strategies
therefore require organizations to change theatesgry to match its environment and also

to re-look at their internal capabilities and alitpem to the strategy. Organizations need



to utilise both their tangible and intangible asstet achieve and consistently maintain

that strategic fit.

Ansoff and McDonnell (1990) acknowledge that reg@ostrategies involve changes to
the organizations strategic behaviour. Such regmmay take many forms depending on
the organisation’s capability and the environmeantwhich it operates. A mismatch
between an organisation’s strategy and its envietrieads to a strategy gap, whereas a
mismatch between the firm’s internal capabilitiesl ats strategy leads to a capability
gap. It is therefore imperative for manager’s tiketa balance between the organisations
strategy, capabilities and external environmente Tduthors further state that an
organization’s strategy is supposed to link theanrgation’s capabilities to its operating
environment. This is because different types ohgleahave different characteristics and
pose varying challenges and opportunities to thlgamsation and therefore managers
need to have the ability to discern this and be &blput in place the right strategies and

corresponding capabilities.

One of the key roles of a modern day manager tsahbeing a predictor and responder
of change. Due to the rapid and unpredictableraaitithis change, managers will often
be required to take some decisive steps in ordstabilize the organization, failure to

which the companies survival and continuity is g@alsed.

Responsiveness and flexibility are increasinglgdmeing important factors determining

the success of an organization. Business orgaoimatre currently operating in a global



market, where the flow of capital and informatienglobal. Consumer buying patterns
are also changing as global marketing is leadingmdoe homogenous buying patterns.
The internet has facilitated global shopping whanganizations are able to display their
product offerings via the World Wide Web (www) axeéliver products directly to

consumers.

Generally, there are three ways of responding smgh and which ultimately, determine
the firm’s competitive position. These are: reattio change, which is a defensive tactic
and unlikely to create fresh opportunities but evertheless a necessary weapon in
managing change in the environment. Managing chatsgecalls for anticipation, which
involves gaining sights into what is likely to h&ppand positioning the organisation for
that future. It involves looking ahead into the deef the global market and lining ahead
of time the right resources. However, the mostatiffe way of managing the changes in
the environment is by leading change. This meaaaticrg the change to which others
must react and basically being ahead of changeeasd changing the rules of the game.
For instance, by launching new products, raisindustry standards or re-defining

customer expectations.

Response strategies by organizations to the chaimgebke operating environment
therefore remain at the core of the business salnamd success because it enables
organizations to take cognisance of the opporemitand threats posed to them by
various environmental changes including competjtiand create a competitive

advantage by formulating the right strategies wrasks such changes.



Organisations without exception depend on the enwent as a source of inputs in the
form of resources and as outlets for their out@ftsr a transformation (Porter, 1996).
Because all organizations are environment servinrdependent, the environment within
which companies operate is constantly changingeptesy opportunities, challenges and
hurdles that a manager must jump at the right {iMmtzberg, 1987). Failure to adapt
the organization to its environment leads to aatyia problem evidenced by a mismatch
between what the organization offers and what thekat demands. In order to achieve
their desired corporate goals in the increasingimpetitive and interconnected business
environment, organizations have found it necesgkagngage in strategic management in

order to be proactive to the changing environment.

One of the challenges presented by a dynamic emwieat is increased competition.
Competition is indeed a very complex phenomenonishaanifested not only in form of

other industry players but also in form of custosnesuppliers, potential entrants and
substitute products. As Porter (1979) noted, prisdent for any firm to understand the
underlying sources of competitive pressure in itslustry in order to formulate

appropriate strategies to respond to competitiveefa Firms often respond to such
environmental changes through strategic respomskserational responses. Ansoff and
McDonnell (1990) view responses as the activities either the total organization or its
building blocks carries out so as to handle chadgeording to them, the role of the

general management in strategic response is abtirigsthe right climate, competence

and capacity.



According to Pearce and Robinson (1991), stratesgiponses are the set of decisions and
actions that result in the formulation and impletaéon of plans designed to achieve a
firm’'s objectives. It's thus a reaction to what ®ppening in the organization’s
environment. Porter (1980), points out that knogkedf the underlying sources of
competitive pressure provides ground work for sgat agenda in action. As Ansoff
(1990) noted, strategic responses require orgamiiato change their strategy to match
the environment and also transform or redesigrr timernal capability to match this
strategy. Generic strategies, collaborative strasegrestructuring and diversification
constitute strategic responses that should be stutel to better understand how firms

behave when the environment changes.

Hunger and Wheelen (1996) note that operationaporeses are concerned with
developing and nurturing a distinctive competenzgrovide and organization with a
competitive advantage. They observed that thesexbpeal responses include marketing
and financial strategies. As they noted, markesitngtegy deals with pricing, selling and
distribution of a product. They also noted that kieg issue here is the trade-off between

the desired debt-to-equity ratio and relying oriinal long-term financing via cashflows.

1.1.2 The Cement Industry in Kenya

The Kenyan Cement industry has mainly been donmdnlayeBamburi Cement Company
Limited which is a subsidiary of Lafarge Companysdi in France. The indigenous
cement companies in Kenya are Athi River Mining &wabt African Portland Cement

Company Limited. BCL has long controlled over 5 pent of the market with 41 per



cent shareholding in East African Portland Cemédntalso controlled 14 per cent
shareholding in Athi River Mining until October 20@vhen it disposed its shares to a
consortium of foreign investors. The company dsitremendous advantages from
being part of the Lafarge group, including accessutiting edge technologies for cement
manufacture, management and technical support. SHwnd largest player in the
industry is Athi River Mining Limited (ARM) whichs separated into two distinct
divisions; ARM Cement Ltd which concentrates on eamlime and related products
and ARM Minerals and Chemicals for the manufacané sale of minerals and specialty
building and related products. East African Podl&@ement Company Ltd (EAPCC) is
the third largest cement manufacturer which cormesgg on cement only. It is effectively
government controlled through a direct governméattesand indirectly through National

Social Security Fund.

In the past, the demand for cement has outstrigsppgly, a move that has resulted in a
deficit in the East African region. Cement demarstdnically has been seen to grow at
approximately two times of Gross Domestic Produotzvgh. Currently, all the three main

cement producers are currently operating at alri0% capacity utilization rates ahead

of capacity expansions planned over the next feavsye

Several challenges confront the cement industrychvimclude high cost of electricity
due to high tariffs as well as inadequate powerpBuypcostly imported coal, small
capacities for clinker and cement production, lobgyfor the introduction of concrete

roads in Kenya that will require plenty of cememidanadequate support from the



government on policy issues. The industry is alsofronted by poor quality of power
due to interruptions/outages leading to inefficieacin production systems and

breakdowns and high cost of transport caused lapidiated roads.

The Kenyan cement industry has seen the entry ofnigw foreign investors who have
established cement plants in the country in thenepast. One of this is Mombasa
Cement which is a subsidiary of Tororo Cement Campga Uganda and is producing
with the help of Taiheiyo Cement Corporation, thegést cement producer in Japan. This
foreign based company is equipped with advancetintdogy which enables it to
produce more efficiently hence offering lower psc@he other company is Cemtech
Sanghi cement plant in Pokot which is a subsid@rpanghi Cement Group of India.
Construction of this plant is currently underwaythwproduction expected to begin in

2011.

1.2 Statement of Research Problem

The role of the cement companies in the Kenyan @ogrhas increased significantly in
the recent past especially due to the growth incthrestruction industry in the country.
According to the Central Bank of Kenya Monthly Eoamc Review for June 2010,
Cement consumption rose by 12.1 percent from 1llomimetric tonnes in January -
May 2009 to 1.2 million metric tonnes in JanuaryyMa010, reflecting increased
economic activity in the industry. Cumulative cerneuntput for the first five months of
2010 amounted to 1.4 million metric tonnes, a ®Aent growth compared to a similar

period in 2009. Growth in cement production hasnbgeadual through the years,



reflecting increased economic activity. Cement canmgs have therefore experienced
increased demand and as a result, these compaai@sxeeasing their capacity so as to
be able to satisfy their customers demand and remamnpetitive in the market. The
study looks into the concept of competition in tement industry in Kenya and the
response strategies adopted by the cement mantif@gctompanies in the face of this

competition.

Various researchers have provided insight into #dnea of strategic responses to
environmental challenges by cement manufacturimgpamies in Kenya. Magovi (2007)
studied response strategies to environmental ctgkeby firms in the cement industry in
Kenya and established that the firms have respobdéd strategically (long term and
organizational wide responses) and operationakpddmental oriented activities) and
that these responses are interrelated and must imoHarmony to deliver effective
results. Kinyua (2007) looked at strategic respsnbg the cement manufacturing
companies in Kenya. His study concluded that thatexjic responses that were highly
significant for industry players include diversdieon, marketing, controlling plant and
equipment expenditure and restructuring. Howevéese studies focused on all
challenges in general affecting the cement manuifisgt industry. This study will go
further to study the responses of cement compdaidise strategic challenges posed by
competition in particular in the cement industryKienya. This study will also go further
to compare the strategic responses adopted byntligenous cement manufacturing

companies and the multinational cement companies.



1.3 Objectives of the Study

The objectives of this study are:

i. To determine strategic response strategies by demmamufacturing firms to
competition.
ii.  To compare strategic responses between multindtecement companies and the

indigenous cement companies in Kenya.

1.4 Significance of the Study

The findings of this research will be useful toigas groups which are:

Cement manufacturing companies in Kenya who wilabke to use the findings herein to
compare their response strategies to those ofttier companies and hence learn from

each other.

Strategic management practitioners and businesslasshin general will be able to
understand strategic responses adopted by cementfawturing companies in dealing

with competition in the industry.

This study will contribute to the body of knowledgen strategic responses by
organizations to competition and will be used bwdmmicians as a basis for further

research.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter highlights the challenges that orgdiuas face as a result of competition in
the industry in which they operate and the respotisat are adopted by the companies.
The environment and how it affects an organizat®mlso brought into light in this

section.

2.2 Business Environment

Organizations have entered a new era charactebyedpid, dramatic and turbulent
changes. The accelerated pace of change has traesfdhow work is performed by
employees in diverse organizations. Change hag betome an inherent and integral
part of organizational life. Organizations operaten economy that is characterized by
greater and more intense competition, and at thees@ime, greater economic
interdependence and collaboration. In a greaterpetiive marketplace, speed or
response time is critical. How organizations resptincustomers and other stakeholders
or be the first to market may make a significarffedence as time is at a premium.
Organizations that can develop new technologieterfas can adapt to changes in the

market faster are the ones that will survive thapetition.

Pearce & Robinson (1997) define a firm’s businegsgrenment as consisting of all the

conditions and forces that affect its strategica® and defines its competitive situation.

11



There are a number of factors that influence a’&iramoice of direction and action and
therefore its organizational structure and intecsdabilities. The authors argue that the
firms do not exist in a vacuum, but rather in ami@mment, comprised of the internal
and external environments. The internal environneobmposed of such aspects as the
firm’s asset base, its organizational configuratibsm human resource and other aspects

that are within the firm’s control in its pursuit success and sustained profitability.

Firms are environmentally dependent because thascedheir inputs such as capital,
raw materials and human resources from it, and ym®dheir outputs in the form of
products and services to it. According to Pearceé BRobinson (2000), the external
environment is beyond the firms control and affeaisfirms on an equal scale. It
comprises of: the remote, industry and the opegatmvironments. The remote
environment consists of the economic, social, palif technological and ecological
factors. These present the organization with opdies, threats and constraints, and
therefore ultimately influence the firm’s choice sifategy. Industry environment on the
other hand comprises of the forces that shape ditopein a particular industry.
Operating environment comprises the competitivéofacthat face a firm and influences
its ability to Marshall the requisite resourcesetmable it stay at the competitive edge.
These include such aspects as the company’s custoase, employees, technology,

globalization/consumerism, corporate image and @titiye positioning.

Managers are faced with a task of striking a gfjiatét between the firm’s internal and
external environments in order to achieve and sustacompetitive edge. Perhaps the

12



most influential model of business strategy, and wamich is readily applicable in an
international business environment context, is thatPorter (1980). Porter shows that
competition in an industry is influenced by fivectiars: rivalry among existing firms,
threat of new entrants, substitute products, aoceased bargaining power of suppliers

and buyers. These again influence a firm’s chofcarategies.

Ansoff and McDonell (1990) argue that changes ie trganizations behaviour are
necessary if success in the transformation of theré environment is to be assured.
They noted that such changes which touch on thanargtions strategy and capability
need to be systematically identified through thatsegic diagnosis approach. Chandler
(1962) and Porter (1998) in their different writhacall concur on the fact that indeed
organizations are environment dependent. An orgénizs success therefore lies in its
ability to proactively anticipate and adapt to ttteanges in the environment. Managers
should indeed look beyond the firms immediate surding and have an industry wide

view, at a global scale.

Porter (1990) explains the concept of dynamic styjiatfit. He asserts that, firms create
and sustain competitive advantage because of tapacity to continuously improve,
innovate ad upgrade their competitive advantager dvee. He further describes
upgrading as the process of shifting advantagesugffivout the value chain to more
sophisticated types and employing higher levelskaf and technology. Suave (2002)
argues that the environment is a critical factoanmy organizations success and survival.
He further asserts that these environmental foaces/ery dynamic and interactive such

13



that the impact of any single aspect cannot be hyli$associated from those of other
aspects. The challenge is therefore for manageis\tize effective strategies in the face

of unpredictability and dynamism of this environrhen

The external environment plays a very importang rial the growth and profitability of
any organization. Indeed, many companies competa @fobal scale rather than a
domestic front. Therefore, an important factorna strategic management process of any
business is the increasing internationalization baofsiness activity. Aosa (1998)
acknowledges that environmental turbulence norm#tiyds to pose challenges to
management. According to Ansoff (1990), this tuemae can be defined as the

combined measure of the changeability and predlitiabf the environment.

2.3 The Concept of Strategy

Strategy is about two things: deciding where yountwaur business to go and figuring
out how to get there. The strategy process detesnthe ongoing development and
change in the international firm in terms of scopesiness idea, action orientation,
organizing principles, nature of managerial workmihating values and converging
norms. Johnson and Scholes (1999) define stratedytze direction and scope of an
organization over the long term; which achievesaativge for the organization through
its configuration of resources within a changingrimmment, to meet the needs of
markets and fulfil stakeholder expectations.” Rugn(@980) defines strategy for a

multinational firm as the long term planning, badli qualitative and pragmatic, which

14



integrates and directs the functional areas intovamall company goal. Mintberg (1987)
defines strategy as a plan, ploy, pattern, posiiod perspective. He asserts that it is a
plan that can be defined and followed. As a plaait be seen as a move in a competitive
advantage game. It is a pattern of consistent betwalogically throughout, and as a
perspective: it is a unique way of perceiving Warld. As a position, it is a means of
locating an organization in its environment. Mirgelp further argues that strategy

making is about changing perspectives and/or positi

Ansoff (1988) argues that a lot of interest in &gy has been caused by the realization
that the firm’s environment has become progresgiwtlangeable, unpredictable and
discontinuous from the past, and as a result, tlgscalone are insufficient as decision
rules for guiding the firm’s strategic re-orientati as it adapts to the changing
environment. Porter (1996) defines strategy asctieation of a unique and valuable
position involving a different set of activitieshis means that, to achieve a unique
position, an organization must make tradeoffs iteeining what to and what not to in
performing activities differently from its rival3he strategic managers’ task therefore, is
to have a thorough understanding of the environntieey operate in and strike a fit

between their strategy and the environment.

According to Grant (2000), strategy is about wimgniniThe external environment

influences a firm’s decision and performance. 8ttgtdetermines how a firm deploys its
resources within its environment so as to medbiig-term objectives. For a strategy to
be successful, it must be consistent with the Brrgbals and values, resources and

15



capabilities, and the external environment. A gstdtegy enables an organization to
effectively match its capabilities with its envirment, utilising its strengths to take
advantage of opportunities, whilst proactively adding its weaknesses and countering
threats posed by external environment. He furtihgues that the ability to identify and

occupy the attractive segments of an industryiigal to the success of organization.

Cole (1997) defines strategic management as a ggpdeected by top management, but
engaged in throughout the organization, including involvement of those concerned
with satisfying customers’ legitimate needs. It wes the attainment of those
fundamental goals through the adoption of adeqdatesion making mechanisms and
the provision of adequate resources for the plamesttion of the organization over a

given period.

Ansoff and McDonnell (1990) define strategic mamaget as a process through which a
firm manages its relationship with the environmanwhich it operates. It consists of
strategic planning, capability planning and manag@nof change. Pearce and Robinson
(1991) argue that, strategy can be seen as eithieling defences against competitive
forces, or as the finding of positions in the indyswhere competition forces are
weakest. They acknowledge that strategies thahag@on pursues have a major impact

on its performance relative to its peers.
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2.4 Impact of competition on organizations

It has been observed that changes in the extenmabeament including competition have
an impact on organisation. Chandler (1962) poinis that firms are environment
dependent, and changes in the environment shapmpgwetunities and challenges facing
the organization. This understanding is importandefining the firm’s objectives and in
developing competitive strategy and enhances cativeeadvantage. This is essential if
the organization is to be efficient enough to sedcény corporate strategist tries to look
for a position in the industry where his companyg bast defend itself against the forces
above or to influence them. To do so, there is ieathderstand the underlying pressure.
This knowledge provides the groundwork for a sggat@genda for action. A firm needs
to understand the competitiveness of its industompetitive rivalry encompasses all the
other contending forces highlighted earlier. Howewses Johnson and Scholes (1999)
observed, it also considers the market growth ratesthe level of differentiation. The
most competitive conditions are those in whichergiikely, substitutes threaten, buyers
and suppliers exercise control, product differdittrais minimal and the market has
matured. They state that the key questions to dskt wvalry is based on, its trend of

intensity, and how it can be influenced.

Ansoff (1988) conceptualised the effect of enviremtal changes on the organizational
strategy and capability. He stated that for a gieemironmental change, an organization
must come up with a suitable strategy. He propdisatithere has to be a fit between the
existing strategy and the prevailing environmeitaracteristic for the organization to

remain successful. He further states that oncestita@egy has changed to fit with the
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environment, such a change requires a correspormtiagge in the internal capability of
the firm. But the most important aspect of managihgnging environmental conditions
is real-time response which refers to the immedigteanges that involve internal
capability transformation as soon as the envirorirabanges. Despite the strategic plan,
informal changes must be undertaken to respondntarammental changes as they

happen or are about to happen.

Byars et al (1996) defines a global industry as wn&hich the strategic position of
competitors in major geographic or national marleets fundamentally affected by their
overall global position. According to Rugman (198§lbbal competitive strategy can be
defined as the formulation of plans to place thdtiational Corporation (MNC) in a

position where it can survive and prosper relattgeits global competitors. The

successful implementation of such strategy dependhe effective performance of the
internal market of the MNC and the resilience & fhrm to changes in environmental

forces.

Welch & Luostarinen (1988) argue that internaticzalon is the process of increasing
involvement in international operations across bmdThe strategy process determines
the ongoing development and change in the intemalifirm. In terms of scope,
business idea, action orientation, organising pples, nature of managerial work,
dominating values and converging norms. The intenalization theme regarding
global competition was viewed as the decade’s mogiortant area of strategic
management research. Porter (1980) suggests thiadlightion is triggered by distinct

18



environmental factors such as the availabilityrafreased economies of scale, declining
national economic and social circumstances andceztigovernment constraints. Global
competition is therefore the battle that compamage in international markets in order

to achieve competitive advantage over one another.

Globalization does call for global strategies, whoan be seen as the alternatives chosen
by a particular organisation in order to competgyliobal industries on a worldwide,
coordinated basis. Indeed, there are numerous d&arop erstwhile multinationals that
are rapidly redefining their portfolios and brarglito fit into the changed times as the
world shrinks and the customer preferences assuméniform look. Pursuit of
competitive advantage has been at the core of orgsinisations decisions to operate
globally. According to Porter (1996), competitivdvantage refers to the value a firm is
able to create for its customers that exceedsdbeat creating the value. Porter suggests
three generic strategies or approaches to achi@ampetitive advantage which include;

product differentiation, cost leadership and focus.

As globalization flourishes, many of the barriehsitt stopped cross border commerce
have fallen, and thus the increased presence efniional companies in various
countries. Globalization has been used by multmaii corporations as an effective
competitive weapon. The penetration of foreign ratglcan help reduce cash flows from
a foreign competitor local operations and resultdast opportunities. It is important

therefore for Global corporations to understand &adde cognisance of the strategic
opportunities and threats posed to them in theajjlotarkets.
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In Kenya today and the world over, businesses Hauad themselves in a more
competitive environment. Organizations are dealivith a more informed consumer
whose source of information is only a fingertip §wa internet; consumer tastes and
preferences are becoming more advanced, movemeoamfal and other factors of
production is freer and at reduced costs. The trésal pressurized organization that has
to change its operations, products and servicaioffe to suit the changing demands.
From the aforementioned, it is clear that thera chance in globalization, albeit it needs

to be handled in a practical and clever manner.

2.5 Response Strategies

Hoskison et al (1997) defines a response strategy raove taken to counter the effects
of environmental changes. They assert that theg®nses are taken by organizations in
order to adapt to the changes in the environmeaspBnse strategies consist of action
and decisions that result in the formulation anglementation of plans or actions
intended at enabling the firm achieve its objectii@deed response strategies enable a

firm to achieve and maintain a competitive advaatag

Ansoff and McDonnell (1990) argued that responsatesies involve changes in the
firms’ behaviour and actions in an effort to purset goals and objectives. Response
strategies are necessary ingredients in transfgrruture environment and ensuring
success in a rapidly changing environment. Thevatfat changes in the environment

pose threats as well as create opportunities tootiganization, and therefore the
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organization reacts with strategies to exploit opputies as well as counter the
organization against threats. The choice of regpatrategies may also be influenced by
the speed of changes in the environment, becauseeas gradual changes may afford
the firm ample time to formulate response stratggeedrastic change in the operating
environment may call for faster response. The astlamgue that assessment of the
environmental threats and opportunities as welltres organizational strengths and
weaknesses is key to the development of respomategies. Strategic responses are
those choices that organizations make in ordedtvess pertinent issues that arise from
internal and external; analysis of the firm. Sonfetlee strategic responses include
marketing, restructuring, diversification, integoat cultural change, pricing, new
product development, as well as the porter's genstrategies of diversification, cost

leadership and focus.

Porter (1980) argued that an organization can erehds competitiveness in a changing
operating environment by adopting any of the thswategies namely, cost leadership,
differentiation and focus. According to Porter, tcleadership entails proposing value to
the customer based on price. Firms adopting thagesfy must however lower their prices
without compromising quality. He further arguesttheoduction efficiency is important
in this strategy in order to keep costs of productiow and consequently transfer this
cost benefit to the customer in form of lower psic&he author proposes the use of the
value chain as a basis of analysing costs becaad®e \v&alue activity has its own cost
structure. The aim is to ultimately have a cumutatiower cost of performing value

activities. Some of the ways firms can gain cosiaathge include control of cost drivers,
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reconfiguration of the value chain including di#fat ways of operation, more efficient
designs, products, distribution and marketing obdpicts, acquisition of new raw

materials as well as automation.

Lalampaa (2006) argues that the aim of this respstrategy is to achieve overall lower
costs that other players in the industry withowtue@ng comparable quality. Mugambi
(2003) asserts that cost leadership can be achibyed firm's adopting functional
policies and resorting to aggressive constructibefficient scale facilities. He further
argues that quality assurance process may alstaberate to reduce costs of customer

delays and cost of error.

Differentiation strategy on the other hand emplessianiqueness, by creating some
features in a product or service that are perceteetie unique and of value to the
customer. Differentiation may call for chargingmemium prices and therefore the role
of the manager is to ensure that the superior paednce of the product or service
justifies the premium price and also exceed th& ebsniqueness. The strategy is used
by non profit organizations when faced with a credianarket. Such firms seek to assert
their uniqueness and superiority over rivals. Lgdam (2006) argues that differentiation
strategy strives to achieve industry wide recognitof different and superior products
and services as compared to other players. Fodie ighird strategy which emphasises
personalised attention. It involves the identificatof a small client base (niche) and
giving specialized attention which leads to loyaPgprter (1996) argues that focussing in
this way; it becomes possible for an organizatorddéminate chosen areas. A focuser
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selects a segment or group of segments and tailbren’s strategy to serve them at the

exclusion of others.

2.6 Responseto Increased Competition

Firms must adapt their new strategies to new enwents. The changes in the
competitive environment will require new strategiasich in turn call for reformed
organizational capability (Ansoff, 1990). Accorditmg Thompson and Strickland (1998),
one way to predict future driving forces is to igtl environmental scanning techniques.
Such scanning involves studying and interpretingjadopolitical, economic, ecological
and technological events in an effort to spot bogdrends and conditions that could
eventually affect the industry. Environmental saagrraises a manager’'s awareness of
potential developments that could have an importarmgact on industry conditions

posing new opportunities and threats.

Change in the environmental conditions shape a’diropportunities, challenges and
threats. In order for these firms to survive, itnscessary for them to formulate

appropriate strategies to respond to competitivectn
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter outlines the overall methodology that used in the study. This includes
the research design, population of the study, sarsige, sample frame, data collection

methods, research procedures and data analys@esehtation.

3.2 Resear ch Design

This study employed a census study of the four c¢éroempanies which dominate the
cement industry in Kenya. This design was chosaralme the objective of the study
required an in-depth understanding of the strategsponses adopted by the cement
companies to challenges posed by competition inrttlestry. The responses were also
specific to the cement manufacturing companies. réesearch used a descriptive survey
method to assist the researcher to get the genarhlspecific objective of the study
which was to establish the responses of cement api@p to the strategic challenges

posed by competition in the cement industry in kKeny

3.3 Population of the study

The population of the study was the four cementgames in Kenya namely Bamburi

Cement Company Limited, East Africa Portland Cen@oinpany Limited, Athi River
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Mining Limited and Mombasa Cement Company Limiteldickh dominate the cement

industry in Kenya

3.4 Data Collection

Data collection was done through a self-administepgestionnaire. These questionnaires
were directed to two individuals in top managenwr¢ach company. These individuals
by virtue of their position were thought to be moomversant with the challenges facing
their companies and their responses to these caagpaihe questionnaire was divided
into three parts. Part one questions related toergéninformation relating to the
respondent and the company. Part two questiongedelto company and industry
information. Part three questions related to chgis faced by the companies and
responses to these challenges. Secondary datdseasbéained from available records to
supplement primary data. This was drawn from thewganies’ annual reports. This

approach has been used successively by Kinyua Y20@7/Magovi (2007).

3.5 Data Analysis

The researcher collected qualitative data and wkestriptive analysis as the most
appropriate method of data analysis. This inclutheduse of proportions/percentages and
mean scores where appropriate. The analysed datgneaented in form of tables and
pie charts where applicable. The researcher ardilise data obtained and focused on
those aspects that highlighted the company’s respatrategies to competition in the

industry.
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CHAPTER FOUR: DATA ANALYSISAND FINDINGS

4.1 Introduction

This chapter presents analysis and findings ofstinely on four cement companies in
Kenya namely Bamburi Cement Company Limited, Ea$ticA Portland Cement
Company Limited, Athi River Mining Limited and Moraba Cement Company Limited.
The Management of Mombasa Cement Company declimguhtticipate in the study,
thus it is not included in the analysis and findinghe objective of this study was to
determine strategic response strategies by cemantifiaccturing firms to competition. It
also sought to compare strategic responses betwakimational cement companies and
the indigenous cement companies in Kenya. The wWaka analyzed using descriptive

statistics by use of frequency tables and percestag shown in the following sections.

4.2 Company and Industry Information

The respondents were asked to indicate the nunfbgears the company has been in
operation, the ownership of the company and thepamy's products. Results are shown

in Table 4.1 and 4.2.
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Table4.1: Number of yearsthe company hasbeen in operation

Duration Frequency Per cent
0 -5 Years 0 0
5—-10 Years 0 0

10 - 20 Years 0 0
Over 20 Years 3 100
Total 3 100

Table 4.1 shows that the three companies thatcgzated in the study were established
between 1951 and 2005. As per independent recthrelépurth company which declined
to participate in the study was established withmfive year period preceding the study.
This finding suggests an unprecedented rate ofingetip cement manufacturing
companies in Kenya. This can be attributed to thects of economic improvement

backed up by the growth of the construction industr

Table 4.2: Ownership of the company

Ownership Frequency Per cent
Local shareholding only 1 33.3
Local majority shareholding 1 33.3
Foreign majority shareholding 1 33.3
Foreign shareholding only 0 0
Total 3 100
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As shown in Table 4.2, of the three companies plaaticipated in the study, one had a
local shareholding only; one had a local majorihargholding while the remaining
company had a foreign majority shareholding. Thewgs that there is foreign investment

in the cement industry in Kenya.

The respondents were asked if the companies tradmy other products other than
cement. 67% of the companies that participatedhm s$tudy have diversified into

manufacture and sale of other products while theameing 33% is involved in the

manufacture of cement only. This clearly shows tiw@ cement companies are now
opting for diversification in their products in @dto gain market share. BCL, which
enjoys the largest market share, manufactures etmgpaver blocks through its
subsidiary Bamburi Special Products while ARM igdlved in the manufacture of three
other products besides cement namely fertilizediuso silicate and minerals. The

company has been gaining market share graduallytbgeyears.

The importance of strategy is coping with competitiand appreciating how a

competitive forces shape a firm’s business stratddgye respondents were asked to

indicate the major competitors of the firms. Theutes are given in Table 4.3.
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Table4.3: Major competitors

Major competitors Frequency Per cent
Bamburi Cement Limited 2 33.3
East African Portland Cement 2 33.3
Athi River Mining 2 33.3
Total 6 100.0

As shown in Table 4.3, it can be seen from theeyuthat all companies involved in the
study are major competitors of each other. Thisltesre in line with industry reports
that indicate that though there is cement impartatn the country, it is still not at the
dire stage of bringing major competition for thenemts products manufactured by the

companies surveyed (www.nationmedia.com).

4.3 The external environment and challenges faced by the companies

The external environment consists of all instimcand forces that have an actual or
potential interest or impact on the organisatiobsity to achieve objectives. Since the
external environment affects an organization inigniBcant way, it needs to be
monitored on a regular basis. The respondents asked to state the current situation of
the external environment. Table 4.4 indicates tireent external environment as viewed

by the respondents.
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Table4.4: Current external environment

Natureif the environment Frequency Per centage
Stable 0 0
Moderately changing 3 100
Unstable 0 0

Total 3 100

Table 4.4 shows that the companies involved irstbdy had a similar perspective of the
environment in the industry as being moderatelyngiveg hence this shows that the
companies are aware of the changes taking placar@nherefore formulating strategies

that will help the company adapt to these changes.

The respondents were asked to identify the chatiggshad taken place in the cement
manufacturing industry from mid 1990s and the clearigctors. The respondents
mentioned that there had been changes in packadimgment, distribution network,

pricing, product demand, and entry of other competj improvement in equipment and

technology and increase in capacity. The changerabtave been outlined in Table 4.5

below.
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Table 4.5: Change Factors

Change Factors Very Moderately | Important | Less Not
important | important important | important
% % % % %
Need to remain 100.0 0 0 0 0
competitive
Threat from competitors 0 66.7 33.3 0 0
Responding to customeiO 0 100 0 0
needs
Government directives | 0 33.3 66.7 0 0
Technological changes| 66.7 33.3 0 0 0
Social cultural factors 0 33.3 66.7 0 0
Economic changes 33.3 33.3 33.3 0 0

It can be seen from table 4.5 that all firms inealvin the study indicated that need to

remain competitive was very important in necessitgathe need to change, while two

companies thought threat from competitors was naadirimportant as compared to the

third company which thought this was important. Mlle three companies thought

responding to customer needs was important. 67%hef firms involved thought

government directives and social cultural factoesevimportant in occasioning change

with the remaining company indicating this as matiy important. Two of the three

companies indicated technological changes as wappitant in occasioning change with

the remaining company indicating this as moderatalyortant. Economic changes were

considered to be very important, moderately impdréand important in equal portions in

occasioning change.
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This part aimed at finding out from the respondehis objectives of change in the

organization. Table 4.6 shows the objectives oheammpany involved in the study.

Table 4.6: Objectives of changein the organization

Objectives of Change Frequency Per centage
To turn around the business 1 33%
To reduce staff 0 0

To im_p_rove organization’s 2 67%
competitiveness

Total 3 100%

The objective that was adopted by 33% of the fimmlved in the survey was to be
profitable while the remaining 67% had the objextof improving the organization’s

competitiveness.

The researcher sought to establish whether or axt &rm is able to meet the current
cement demand in the market and if not why. For ARNlbeing asked whether or not it
is meeting the market demand for cement, the ansveer that demand and supply
situation is tight meaning that the position iststitat the firm is struggling hard to meet
the growing cement demand. The situation is thdersr for cement (demand) are piling
up and customers place orders for cement and leavait for a little longer (several

days) before their trucks are loaded with cemetii@factory that is based at Kaloleni in
Mombasa. ARM set production capacity for clinked asement is 250,000 tonnes and
300,000 tonnes per year respectively based on ho24 basis production operation

throughout the year. However, this target is ndtieaced due to mainly regular closures
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for maintenance activities to be undertaken, repairks and power failures/outages

because of poor quality supply.

For EAPCC, the answer to the same question wasasindt EAPCC, the situation is a
bit worse due to the same factors as ARM includpdditical interference in the
management of the firm because it is a governmarnaspatal. This has affected the
implementation of projects meant to expand the cerpeoduction capacity as well as
the procurement of the critical raw material clinkenong others thus making the firm
not able to produce what it is capable to prodirmitical interference has also led to
high turnover of the Managing Director of the firrmpacting negatively on the
management of the firm. Being a state corporatpocurement of services including
raw materials has to go through tender processeadap down procedures and this
process has not been without problems due to whairisidered to be vested interests by
different parties leading to disputes from partiest have lost in the process. This has
affected the procurement of the vital raw materdiisker in particular required for the
making of cement. Besides, project implementatieondelayed making the supply
situation worse that it would have been. Similantycks are made to wait in long queues
before loading is done. EAPC has a production dgpat 560,000 tonnes and 700,000
tonnes of clinker and cement respectively but dgiuaduction is slightly lower due to

several factors as the case at ARM.

BCL had a situation similar to that of ARM wheraettgmand and supply situation is tight

meaning that the position is such that the firnstizsiggling hard to meet the growing
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cement demand. The company’s set production cgpéaeit clinker and cement is

1,140,000 tonnes and 1,941,000 tonnes per yeaeatsply based on a 24 hour basis
production operation throughout the year. The cangigaMombasa plant experienced a
fire in 2007 and therefore spent part of 2008 ddirg incident repairs. In addition to

increased demand, cement milling operations has@ iakreased due to lower incident
downtime. Various projects were completed and cosioned in 2009 and these are
expected to boost the company’s grinding positiod @crease capacity. These include

projects such as the Pozzolana Drier Project wivieh completed in 2009.

Factors given for the lower production than theacates in place included closure of the
factories for regular maintenance of the machiribat is usually undertaken at certain
intervals, poor quality of power due to power ini@tions that are caused by poor
transmission and outages, inadequate supply of pb&lew what is needed, breakdowns

necessitating repairs.

The respondents were asked how important varioats geere to the business. This has

been summarised in table 4.7.
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Table4.7: Importance of various goalsto the business

Goal Very Moderately | Important | Less Not
important | important important | important

Survival in the market 100.0 0 0 0 0

Growth (Gain market 66.7 0 33.3 0 0

share)

Profitability 100.0 0 0 0 0

Product & Market O 33.3 66.7 0 0

differentiation

Market development | O 33.3 66.7 0 0

Diversification 33.3 33.3 33.3 0 0

Results in Table 4.7 show that all the respondeotsidered survival in the market and
profitability to be very important goals of the Imess. 33.3% of the companies
considered product and market differentiation aradtket development to be moderately
important while the remaining 66.7% consideredniportant. Majority of the companies
considered gaining market share to be very impostdmle the respondents considered

diversification to be very important, moderately pontant and important in equal

proportions.

4.4 Strategic responses to competition in the industry

Strategy helps firms to cope with changes by dé@sigappropriate strategic responses.

Successful firms continually scan their environmenidentify economic, competitive,
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political and social changes, which would affed dperations. Strategic responses
involve changes to the organization’s strategicabedur. Such responses may take many
forms depending on the organizations’ capabilitgd @anvironment in which it operates.

Well developed and targeted strategic response$oaredable weapons for a firm in

acquiring and sustaining a competitive edge. Thategic responses include new
products, new markets, new processes, new seraraesiew strategies for attacking the
markets. The research sought to find out the sfi@t@sponses in the cement industry
and these are listed below. Table 4.8 indicates stinategic responses adopted by

companies involved in the study.
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Table 4.8: Strategic responses
Strategic Responses | Very Moder ately Important | Less Not
important | important important | important
% % % % %
Packaging of products  66.7 0 33.3 0 0
Diversification of| 66.7 0 0 0 33.3
products
Marketing strategies 66.7 33.3 0 0 0
Export sales 66.7 33.3 0 0 0
New products strategyy 66.7 33.3 0 0 0
New markets strategy| 33.3 66.7 0 0 0
Product pricing 100.0 0 0 0 0
Importing of raw| 33.3 66.7 0 0 0
materials such as

clinker and coal

Expansion ofl 100.0 0 0 0 0

manufacturing capacity

Plant and equipment66.7 33.3 0 0 0
Training staff 0 0 100.0 0 0
Time management 33.3 0 33.3 33.3 0
Review of organization O 66.7 33.3 0 0
structure

Improve inventory| O 33.3 66.7 0 0
policy

Overheads -  cost66.7 0 0 0 33.3
reduction

Image improvement 0 0 100.0 0 0

Results in Table 4.8 show that there were varitnagegjic responses that were adopted in
the industry and these were important to the comegaconcerned in different degrees.

66.7% of the respondents considered packaging aiuats very important while the
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remaining 33.3% considered it to be important. tla part of diversification and cost
reduction of overheads, 66.7% of the respondentsidered it to be highly important
with the remaining 33.3% considering it to be intpat. Marketing strategies, export
sales, new products strategy and plant and equipwes considered very important by
66.6% of the respondents with the remaining 33.3%siclering it to be moderately

important.

New markets strategy, importing of raw materialchsias clinker and coal time
management was considered to be very importanhbytiard of the respondents. All the
respondents considered product pricing and expardionanufacturing capacity to be
very important and training of staff and image ioygment to be important. Review of
organization structure was considered to be moelgranportant by two thirds of the
respondents while one third of the respondentsidered improving inventory policy to
be moderately important. These results are in With the current situation in the
industry since all these companies have investedvilye in the expansion of

manufacturing capacity as well as adopting progucing strategies.

Achieving success in the implementation of changethe ultimate goal in an

organization. This means achievement of set obgstiand the improvement of
operations of the company. The researcher sougfihdoout the extent of success by
companies involved in the survey in implementatodrchange. The results have been

outlined in Table 4.9.
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Table 4.9: Success of Responsesto Change

Rate of success Frequency Per centage
Very successful 1 33.3
Moderately successful 2 66.7

Not successful 0 0

Total 3 100.0

Table 4.9 shows that all the companies involvedhm survey had been successful in
responding to challenges posed by competition erttarket. 33.3 % had been very
successful while the remaining 66.7% was moderatabcessful. This means that the
companies had been in a position to respond tdertgds posed by competition and

therefore be able to compete in the market.
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CHAPTER FIVE: SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.1 Summary

There are only four cement manufacturing compamethe country and all these had
been included in the population of the study. Oluthese four companies, only three
accepted to be involved in the study. The Kenya €&#rbector Report done by Kestrel
Capital (East Africa) Limited indicates that the BB leader in the Kenyan market
constituting 59% of the total market. EAPCC has 22ARM has 8% and Mombasa

Cement Limited has 6%.

The factors that necessitated change in the ingdustiude: need to remain competitive,
threat from competitors, response to customerstisi@nd technological changes. The
change process has been smooth for most compandestsey have reported growth in
their profitability. Most of the companies involveid the survey indicated that the main

objective was to improve the company’s competitesm

The companies involved in the study had a simi@aspective of the environment in the
industry as being moderately changing hence thosvstthat the companies are aware of
the changes taking place and are therefore formglatrategies that will help the

company adapt to these changes. There were a nwhbkanges that were reported to
have taken place in the cement industry since rAf#04. The changes, according to this

study include changes in packaging of cement, idigion network, pricing, product
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demand, entry of other competitors, improvementequipment and technology and

increase in capacity.

Strategic responses adopted in the industry werersst and their importance to the
company varied from one company to another. Allcbmpanies considered expansion
of manufacturing capacity and product pricing tayvémportant. Those that were
considered to be highly significant by majority thie players in the industry include
packaging of products, diversification and costuwn of overheads, marketing

strategies, export sales, new products strategykamd and equipment.

Other strategic responses considered importantdst of the respondents in the industry
include; new markets strategy, importing of raw enafs, training of staff, image

improvement and review of organization structurbede results are in line with the
current situation in the industry since all thesenpanies have invested heavily in the

expansion of manufacturing capacity as well as adgproduct pricing strategies.

The study indicates that responses adopted by matitinal cement companies and the
indigenous cement companies in Kenya are very aimAll companies studied were
found to be involved in expansion of productiona@ty in order to meet demand and
capture more market. However, the main dissimyldound between the multinational
cement companies and the indigenous cement congpasie that of diversification of

products. The multinational cement company involiedhe study was found to have
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diversified its cement products with various praduaeing offered in the market. One of
the indigenous cement companies has diversified mbducts not related to cement

while the other indigenous cement company has inetslfied

5.2 Conclusion

The CBK Monthly Economic Review for June 2010 repothat building and
construction was one of the sectors that experdeititoe most growth at 14.1 percent in
2009 from a growth rate of 8.2 percent in 2008 kesignificantly contributing to the 2.6
percent growth in real GDP in the year 2009. Tlporefurther indicates that growth in
cement production has been gradual and steadydihrthe years, reflecting increased
economic activity. The Kenya Cement Sector Repomedby Kestrel Capital (East
Africa) Limited indicates that demand for cemenéxpected to maintain a steady growth

in the next few years due to growth in the buildamgl construction industry.

There are four players in the cement manufactumuystry and these are Bamburi
Cement Company Limited, East Africa Portland Cen@oinpany Limited, Athi River

Mining Limited and Mombasa Cement Company Limit&d.these, BCL leads the pack
in terms of market share and capacity, followedE®y°CC, ARM and finally Mombasa
Cement Company Limited. A new cement company, Cemi®anghi cement plant

which is a subsidiary of Sanghi Cement Group ofidndas recently launched in the
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Pokot region of Kenya and its completion is anatgal in 2011 and production to begin

thereafter. This is expected to intensify compatiti

One of the findings of the strategic responsesi¢cchallenges posed by competition was
expansion of manufacturing capacity. This wasne lvith other information obtained in

the research such as the fact that the compareesparating at an almost full capacity.
The companies have therefore planned to increase tapacity so as to increase
theirproduction and hence be able to increase thanket share hence improve their

competitive standing in the market.

The growth of the cement industry in Kenya is segtow. This is because for all the

companies that participated in the study indicatest their response to change was
successful. Other factors that favour the growthtled sector include the general
developments in the construction industry and thproved economy. The fact that the
industry is a key contributor of revenue to the ggovnent means that it will enjoy

support from the government in its ambitions. Cofttipg has however increased as a
result of a new entrant in the industry, Mombasan€@a& Company, and this is expected
to increase when the new cement plant in constmués completed. Competition is also
expected to intensify as the market opens itesiiitip players in the East African region.

This will see companies merge as others who willamerge as low cost leaders will be

forced out of industry.
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5.3 Recommendations

This part represents the recommendations madediarypand practice and for further

research

5.3.1 Recommendations with Policy implications

Cement plays a critical role in the development af country’s infrastructural
development. Policies to support the industry ammavgurther must be put in place. This
study found out that the main strategic responskdahallenges posed by competition is
that of expansion of manufacturing capacity to bke @0 meet the constantly growing
demand. It is therefore recommended that the Goawvennh provides the industry with
support such as subsidies in the importation offnmecy and equipment to facilitate this
expansion. This study also found that a major ehgk faced by the cement
manufacturing companies is that of high cost ofdpmtion due to factors such as high
cost of electricity which results in high pricesll Ahe companies considered pricing
strategy to be very important. It is recommendeat tine industry together with the
Government should work together to develop cheppas of cement that are affordable.

This can be done through the use of cheaper soafgeEsver.

5.3.2 Recommendations for Further Research

This study found that the cement manufacturing cmgs are currently undertaking

various initiatives in response to the challengas @so to take advantage of the growth
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in the industry. It will be advisable for one taidy the industry probably after five years
to establish the impact of the strategic initiagiveeing undertaken now. The population
of this research was the four cement manufactucmmpanies that are in operation.
However, a new cement plant project, Cemtech Sacgient company, was launched
recently in Pokot, Kenya. Construction of this camyp is currently underway with

production expected to begin in 2011. The compargxpected to boost local production
capacity by 24 million bags. This company was mmuded in the population of the
study since it was not in operation at the timetlté research. It is therefore also
recommended that further research is done to lotakthe effect of the new company on

industry competitiveness upon commencement of dipesa

5.4 Limitations of the study

Top management individuals of one of the targetehpanies declined completely to
complete the questionnaire citing company policgngzquently, it was left out of this

study.
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APPENDIX 1: QUESTIONNAIRE
The cement industry in Kenya is faced with manyllehges and top management is

taking various responses to ensure that the compaamain competitive in the market.

This study is geared towards understanding thdesiges facing your firm as a result of

competition in the industry and responses beingrid& address them.

PART A: GENERAL INFORMATION

0N

Respondent’s deSignation...............ouuuveuuriuuiiiiinieee e e e eeeeeeeeeeeeeeeee e
Length of service in the COMPANY.............ommmmmeeeeeeeeeeeeeeeriieeeie e
Respondent’s departMent.......... .t ee e

Number of years the company has been in operation?

0-5Years [ ]
5-10 Years [ ]
10 — 20 Years [ ]
Over 20 Years [ ]
What is the ownership of the company?
Local shareholding only [ ]
Local majority shareholding [ ]
Foreign majority shareholding [ ]
Foreign shareholding only [ ]

PART B: COMPANY AND INDUSTRY INFORMATION

1.

Does the company manufacture or trade in any g@ioelucts other than cement?

Yes | ] No [ ]
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If yes, please specify the products.

Who are the company’s major competitors (Pleagetism and state their main
competition against you)

How would you describe the current external enviment for the cement

manufacturing industry?

= Stable [ ]
= Moderately changing [ ]
= Unstable [ ]

How would you describe competition in the cemenhufacturing industry?

= Weak competition [ ]
= Strong competition [ ]
= Very strong competition [ ]

Please state any changes that may have happerted @ement Manufacturing

industry in the last 10 years.
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6. Please rate the extent to which the following fexctuccasioned the change. (Please
rank them in order of importance: 5 being the miogtortant and 1 being the least

important.)

Need to remain competitive

Threat from competitors

Responding to customer needs

Government directives

Technological changes

Social cultural changes

Economic changes

7. What are the objectives of change in the orgarun&ti

= To turn around the business [ ]
» To reduce staff [ ]
= To improve organization’s competitiveness | ]

PART C: CHALLENGES AND RESPONSES
1. Isthe company meeting the consumer demand for weiméhe market?

If not, why?
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2.  How important are the following goals in your biess? (Please rate them in order

of their importance: 5 being the most important arigking the least important.)

5 4 3 2 1

Survival in the market

Growth (Gain market share)

Profitability

Product & Market differentiation

Market development

Diversification

3.  How important has each of the following strategisponses been to your firm in
responding to the threat of competition in the emuinent (Please rank them in

order of importance: 5 being the most important ateing the least important.)

Strategic Responses 5 4 3 2 1

Product and marketing related responses

Packaging of products

Diversification of products

Marketing strategies- constantly improving markgtin

strategies to create awareness about the product.

Export sales

New products strategy

New markets strategy

Product pricing

Operational responses
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Importing of raw materials such as clinker and coal

Manufacturing related responses

Expansion of manufacturing capacity

Plant and equipment expenditure — this includes
purchase of advanced equipment for efficiency| in

production.

Employee related responses

Training staff

Time management — to ensure maximum productivity of

employees

Organizational restructuring

Review of organization structure to remove ine#fdi

layers which contribute to unnecessary costs.

Other responses

Improve inventory policy — adoption of a more s&abl

inventory policy.

Overheads — immediate and drastic overhead |cost

reduction forms part of the turn-around strategy.

Image improvement

4. Are the responses to competition in the marketessgfal?

= Very successful [ ]
= Moderately successful [ ]
= Not successful [ ]
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