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Abstract

The need to have public institutions that are wedinaged cannot be overemphasized.
Well functioning retirement benefit schemes thdivée quality services consistent with
customer preferences while managing fiscal ressupcedently is considered critical to
the citizenry, and Kenya's and World Bank's missadnpoverty alleviation and the
achievement of the Millennium Development Goald.der the world governments are
realizing the important part played by retiremeandfit schemes in alleviating old age
poverty and are increasingly investing heavily mmerh. This paper explores the
competitive strategies adopted by the Local AuthewiProvident Fund (LAPFUND),
Kenya and the challenges faced in adopting theegfies. Competitive strategy refers to
creating and maintaining a competitive advantageaoh and every area of business
aimed at maintaining a competitive edge in the markhe case study sought to
investigate the experience and an in-depth undetistg of competitive strategies at
LAPFUND. It had the objective of determining thexquetitive strategies adopted by the
company and the challenges faced in adoption oftitaegies. This study used primary
data. The data was obtained from personal intevigawded with pre-prepared interview
guide consisting of open ended questions. The pyirdata collected was qualitatively
analysed to determine the factors that favouredstioeess of the strategies adopted by
the company. The research findings indicate thatlLibcal Authorities Provident Fund
has not taken a blind adherence to one strategi®aph, but rather consistently adopted
a combination of all the three generic competisttategies i.e. overall cost leadership,
differentiation and focus. Adoption of low-costatrgy meant that LAPFUND was in a
stronger position to resist all the competitivecks, outperform its rivals and erect
barriers to entry that helped to protect the orzmtion’s long term position. Other
strategic choices like strategic alliances and autsng have also been adopted. The
findings indicate that the Fund has faced variooallenges in the adoption of these
strategies. These include the limited opportunidésector growth where new entrants
are able to gain ground only at the expense ofthed (zero-sum game), difficulties of
sustaining the low-cost strategy in the long rure difficulties of achieving true and
meaningful differentiation, the risk of creatingffdrences that customers don’t value,
amongst others. The paper concludes that regarofebe wide variety of variables and
industry situations faced by managers, there arprawtice only a limited number of
strategic options. The author at the end has pezbesme recommendations for strategic
approach in adopting the competitive strategieerdtare also some suggestions made
for future areas of research in this field.
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CHAPTER ONE
INTRODUCTION

1.1 Background of the Study

The world is now rapidly changing and accordingAtoyango (2005), all organizations
lend themselves to external environment which ighllyi dynamic and continually
presents opportunities and challenges. Organizti@ng environment dependent have
to constantly adopt activities and internal confegions to reflect the new external
realities and failure to do this may put future cags of an organization in jeopardy
(Aosa, 1998). Decisions generate action that presluesults. Organizational results are
the consequences of the decisions made by itsrieaflee framework that guides and
focuses these decisions is strategy. The framewmk guides competitive positioning
decisions is the competitive strategy. The purpmdses competitive strategy is to build a
sustainable competitive advantage over the orghoi¢a rivals. It defines the
fundamental decisions that guide the organizatiorésketing, financial management and

operating strategies (www.threesigma.com).

Mobilization of resources for national developméas been a central issue for policy
makers in many countries. The role of savings ionemic growth has therefore been
given considerable attention given the fact that &my sustainable growth and

development, resources must be effectively moluliaed allocated efficiently so as to
achieve the growth objectives. One of the avendemabilizing resources is through

retirement benefits schemes. Many countries bottleveloped and emerging markets
have seen a rapid growth in the number of retirénbenefits schemes as well as the
value of the retirement benefits assets. Thisbeasm most notable following the pension
reform which has seen the shift in the financehefrietirement income from pay-as-you-
go (PAYG) to funding (Keizi, 2006).

The retirement benefits industry has withessedesnpimenal growth since 2000 when the
RBA Regulations took effect. Competition has tripend hence brought in new players.
According to the Retirement Benefits Authority ®&#ats, the total number of
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occupational schemes is currently indicated at@.,Zhe investment portfolio stood at

Kshs. 403 billion as at December 2011.0n avera@eedv occupational schemes have

been established each year since 2009 :(/www.rba.go.kp

Keizi (2006) identified various challenges facingtirement benefit schemes in their
investment functions which include lack of liquiditunethical behaviour among stock
brokers, high stock brokerage costs, inhibitive ufaions, trustees’ limited
understanding of risk-return relationship, and tediinvestment products among others.
Risks faced include inflation, market volatilityplgical risk, and competition risk among

others.

1.1.1 Competitive Strategies

Competitive strategy refers to how a company coegpah a particular business.
Competitive strategy is concerned with how a congpaan gain a competitive advantage
through a distinctive way of competing Porter (128Competitive strategies, also
referred to as business strategy, is concerned moth a firm competes in a given
industry or market. Thus competitive strategiescmecerned with one crucial question;

how should we compete?

According to Bourgeois (1980), the purpose of a petitive strategy is to build a
sustainable competitive advantage over an orgaoiZatrivals. Competitive strategy is
concerned with ‘creating and maintaining a competiadvantage in each and every area
of business aimed at maintaining a competitive enfigéhe market. A competitive
strategy defines the fundamental decisions thatleguhe organization’s marketing,
financial management and operating strategies. €8gtd competitive strategies and
functional strategies add value in ways which aeec@ived to be important by the
company’s shareholders, especially its customers w&hich help to distinguish the

company from its competitors.

Hitt (1997) holds that a winning competitive stgatas always founded on consistently
understanding and predicting changing market cmmdit and customer needs.
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Competitive strategies are the method by which achieve a competitive advantage in
the market. There are typically three types of cetitipe strategies that can be
implemented. They are cost leadership, differeotiaand a focus strategy (Porter,
1980). A mixture of two or more of these strateggesalso possible depending on your

business' objectives and current market position.

1.1.2 Retirement Benefits Sector in Kenya

Generally, retirement benefit schemes also knowpeasion plans, systems, schemes or
funds are arrangements created by governments plogens under which persons are
entitled to benefits in the form of payments upetirement, death or termination of
service. Pension is the income one receives ati@nig retirement age Keizi (2006). A
pension scheme can also be viewed as an investeéitle which seeks to provide
individuals with a sufficient and consistent souafancome after retirement when they

are no longer earning a regular income from empkaym

The core functions of retirement benefit schemesehbeen identified as reliable
collection of contribution; payment of benefits feach of the scheme members in a
correct way without any side-payments; secure firdnmanagement and productive
investment of provident and pension fund assetsmtaiaing an effective communication
network, including accurate data and record keepamgl production of timely benefit
statements and relevant financial statements apdrtee (Asher & Nandy, 2005).
Retirement benefit schemes can be classified iwarforms: - Public pension funds:
which are funds regulated by public law, such a&s National Social Security (NSSF).
Occupational Pension Schemes: which are schemesaea by an employer, hence
they are only open to the employees of that specifganization. Individual pension
plans: which are schemes operated by an indepeedétyt and are therefore open to all
individuals (http://www.octagon.com).

Pension schemes, as we know them today in Kenyabedraced back to the colonial
period. The only pension schemes that existed prenaded under Civil Service Scheme
Pension Act CAP 189 of 1948 and the establishmerit929 of a pension scheme to

3



cover the only local authority then, Nairobi. Thsvered the colonial workers in the civil
service and the Municipal Council of Nairobi. Thegl framework of the industry is
governed by the Retirement Benefits Act No. 3 0B 9hich also established the
Retirement Benefits Authority (RBA), the Industggulator (Sundeep, 2008).

The main functions of the RBA are to regulate angesvise the establishment and
management of retirement Benefits schemes, prdtestinterest of members and
sponsors of retirement Benefits schemes, promaeddvelopment of the retirement
Benefits industry and Implement all government ges relating to retirement Benefits

(http://www.rba.go.ki Currently, the structure of Kenya’'s RetirememinBfits Industry

incorporates four main components. These are thididP8ervice Pension Scheme, the
National Social Security Fund (NSSF), occupatior&irement benefit schemes, and

individual pension plans.

The Kenyan retirement benefits industry has witeess phenomenal growth since 2000
when the RBA Regulations took effect. Competitiaas Hripled and hence brought in
new players. According to the Retirement Benefitgh@rity statistics, the total number
of occupational schemes is currently 1,216 of wHib¥% are defined benefit schemes
and 89.6% are defined contribution schemes (hitwW.rba.go.ke). The total
contributing membership of occupational schemesvisr 300,000 (or 16% of formal
sector employment) all of whom are also requiredegaonembers of the NSSF and make
statutory contributions to the NSSF. On averaga)é occupational schemes have been
established each year since 2002. The investmetfblm stood at Kenya shillings 403
billion as at December 2011. The Local Authoritf¥svident Fund is among the largest

industry players with a nationwide presence.

1.1.3 The Local Authorities Provident Fund (LAPFUND), Kenya

The Local Authorities Provident Fund (LAPFUND) igdafined contribution retirement

benefit scheme catering for employees from all ll@aghorities and associated water
companies in Kenya. It is a corporate body opegatinder an Act of Parliament, Cap.

272, Laws of Kenya to receive, manage and admimisteement benefits for employees
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of county governments (formerly local authoriti@s)d water companies in line with the

provisions of the RBA Act, 1997 and regulations @Q6ttp://www.lapfund.or.ke).

The Fund having been established in 1960 is on¢hefoldest retirement benefits
schemes in Kenya. It operates as a parastatal whedadational TreasuryLAPFUND

had a total fund value of Kshs 15 billion as af 30ne, 2013 spread over various assets
classes. The scheme growth has been tremendousigrbem Kshs 3.7 billion in 2008

to the current Kshs.15 billion with assets heldvarious asset classes consisting of
government bonds, treasury bills, equities, confgokonds, commercial papers, short
term deposits and real estate (http://www.lapfunke). LAPFUND head office is
located on the "8 Floor of ICEA building along Kenyatta Avenue, Nabi; with four
regional offices in Mombasa, Kisumu, Nyeri and Naku

The scheme started operations as small departmené iMinistry of Local Government
(MoLG), with three staff headed by an administmatafficer seconded from the parent
ministry. Its focus then was to cater for retiremnbanefits for the natives (locals) who
were mannual workers, defined as casual workers.sEmior officers who consisted of
the Europeans and Asians formed their scheme ndmedl Government Officers’
Superannuation Fund which discriminated against ltivger cadre employees all of
whom were Africans. LAPFUND therefore became th&érement scheme for the
Africans working in the local authorities contrimg 5% of the basic salary with the
employer contributing the same amount. It was obmulsory to all Africans and as a
consequence only a few who understood the impastaficsaving for their retirement
took advantage of this benefit. This translatetess contributions and brought issues of
sustainability. Given these difficulties, it waopided that the employers re-imburse the

scheme administration expenses to ensure contsugdinability.

With independence in 1963 came the first opporyufut the scheme’s growth; the exit
of the colonialists meant that those senior passtiearlier held by the Europeans fell to
the Africans which translated to increased contidms and thus more funds for scheme

investment. The existence of the scheme has beawednay various challenges most of



which were posed by the operating environment, ltical government fraternity and

have accounted for the slow growth in the earlgetaof the scheme’s establishment.

Given the dependence of LAPFUND on the existencéh@flocal authorities, it follows
that most of the factors affecting the structuretlodse institutions also influenced
survival or otherwise of the retirement scheme. Blracture of local authorities in
Kenya was inherited from the colonial period bu¢otrme, local authorities increasingly
failed to provide mandated services to residenke fleasons are complex but include
rapid population growth leading to a fast incregsiemand for services, a week culture
of public service, corruption of elected counci#laand officials, over control by the
parent ministry (MoLG), inadequate financial bases do lack of revenue collection
strategies, lack of adequate human resources do@otorenumeration and overwhelmed
public service commission, poor management, loodl @ational political interference.
The numerous legislations which were not harmoniaffdcted operations of local
authorities negatively. Inadequate involvement itizens in planning, implementation
and monitoring of local authorities programmes iotpd negatively on the success of
these institutions. All these factors combined ndermine the ability of local authorities

to remit contributions to LAPFUND on timely manrier investment purposes.

Lack of focussed leadership and corruption led tesnooming of internally managed
provident funds by the main municipalities like MNdii, Eldoret, Nakuru, Meru among
others. This limited LAPFUND market and providacedt competion. The coming into
existence of the Transfer of Functions Act of 1%8v gradual removal of local
authorities function to central government minedri and departments. This
deveplopment posed the challenge of raising adequavenues to finance their
expenditure. The Water Act in 2004 deprived mosal@uthorities of revenue collection
powers thus affecting the ability to meet contnbuatrequirements by LAPFUND. As at
june 2007, the scheme was owed well over Kshslidmiin outstanding contributions by

the local authorities.

Political partronage played a part in contributitogthe slow growth of the scheme.

Ruling parties elites appointed chief officers e tlocal authorities to represent their



interests rather than the interests of the citiz8iere was management by exception
rather than flexible planning, a situation most coon in businesses that do not practice
strategic planning. Decisions were made on anhad basis and were generally
reactionary, that is, the decision results fromramediate response to a problem. This
undermined the scheme efforts to ensure memberilootbns were remitted on time

and that funds were available for investment tolteefit of the contributors.

The structure of the retirement benefits sector alss a challenge. The Pay As You Go
method of benefits administration that existed betbe establishment of the retirement
benefits authority in the year 2000 posed a bigllehge. Under this arrangement,
members could access all their savings on leavingleyment and this negated the
scheme efforts of long term investments for maximiemefits to members. Lack of
appointment of substantive chief executive officers also a challenge given that the
scheme was managed as a mere ministry departnadiedstvith employees who lacked

exposure to administration of retirement schemelsfand management skKills.

Despite all the above challenges which accountedhi® slow growth of LAPFUND in
the earlier years its establishment, a number dfofa have played a pivotal role in
ensuring the consistent growth exhibited by theesahin recent years to become one of

the leading schemes in the Kenyan retirement bisresdctor.

The establishing legal framework, the Local Autties Provident Fund Act Cap 272,
defined the market for the scheme and this hasteztelarriers of entry to potential
competitors. This created a duopoly market striectumere LAPFUND only other source
of competion is Local Authorities Pension Trust @ PRUST). This legal framework has
continued to hold even in light of the transitionthe devolved system where the scheme

has been protected by the County Governments Act.

The establishment of the Retirement Benefits Authon 1998 and the governing
regulations in the year 2000, revolutionilized hostirement benefit schemes are run.
The separation of scheme funds from employer ressurthe regulation of trustee

actions, guidelines on contributions remittanceyestment ceilings, outsourcing of



custodian and fund management services amongssdthee furthered the achievement
of the LAPFUND obijectives.

The coming into existence of the Kenya Local Goment Reform Program (KLGRP)
focussing on addressing poor governance and cgpacieliver services by the local
authorities; inadequate revenue mobilisation byallaauthorities, dependence of local
authorities on central government and weak findmo@nagement. This body gave birth
to the Local Authorities Transfer Fund (LATF) matethto reduce the outstanding debts
of local authorities by the year 2010. LAPFUND vaae of the biggest beneficiaries of

this initiative which ensured that member contribiog were available for invstments.

Common Bargaining Agreements negotiated by the Hdmcal Government Workers
Union (KLGWU), a body mandated by the local authesi workers to fight for their
rights; have also played a key role in ensuring slataries are reviewed regulary as well
as contribution rates to the scheme. LAPFUND fase competition from both
schemes within the public sector and privately ldisthed retirement benefit schemes
(i.e. individual pension plans). This study wilktiefore seek to identify the competitive
strategies adopted by LAPFUND to differentiate théom the rest of the industry

(www.lapfund.or.ke).

1.2 Research Problem

Competitive strategy refers to how a company coegpeh a particular business.
Competitive strategy is concerned with how a comgaaam gain a competitive advantage
through a distinctive way of competing (Thompsoantle & Strickland, 2004). Porter
(1996) argues that operational effectiveness, afhanecessary to superior performance,
is not sufficient, because its techniques are éadynitate. In contrast, the essence of
strategy is choosing a unique and valuable positoted in systems of activities that are

much more difficult to match.

Studies on liberalization indicate that the refopmocess in Kenya has led to stiff

competition in key sectors of the economy (Komb@97). Many organizations in both



the public and private sectors now face turbuléasi changing, uncertain business

environments and increased levels of competition.

The introduction of Retirement Benefits AuthoritRBA) in 1997 and the governing
Regulations 2000 revolutionized the manner in whidhretirement benefits business in
Kenya is carried out. The industry has been reggienigh numbers of new entrants. As
competition intensifies in the industry, only thopeoviders with good competitive
strategies will survive. Heightened competition hasant that players have to go flat out
for anything that differentiates them from the refsthe industry.

Retirement benefit schemes in Kenya, especiallthenpublic sector, are usually faced
with challenges that can affect their efforts iyirtg to grow (Kakwani, 2006). Some of

the challenges include legislation and competitissues, political and economic
instability, depreciating currencies, fluctuatingnpary markets and big health issues in
particular HIV and AIDS (Gathoga, 2001). Governaisseies in the public sector as well
as poor financial management by the sponsor (emaplagstitutions resulting to non-

remittance of contributions is a major challengeirfg Public sector retirement benefit

schemes.

In the past few years we have seen financial utgiits, including retirement benefit
schemes coming up with new products to fit a matkat had not been tapped before.
We have seen these institutions hiring sales reptaves across the country to make
more people aware of the products they provide el ag opening branches in almost
every part of the country. All this is becauselw tompetition the schemes have to face
both locally and globally. We are therefore incregly seeing retirement benefit
schemes and insurance firms changing tactics aradegies to enable them grow

profitably.

Past studies have used different sets of crit@rientestigate the various aspects of a
firm’s competitive strategy. One example is a stbghyVandermerwe et al. (1994), in

which several different aspects of strategy wergihed to investigate the strategic use



of firms’ resources to meet changing customer eqpiects. The criteria used in their
study were: differentiation of market offerings; Ilzation of people and partners;
leveraging information technology to deliver valuetinimizing costs; building of
efficient service delivery systems; defining sengtandards and performance; reliance

on local versus expatriate staff; and deliverimyises across countries.

Wong and Kwan (2001) analyzed the competitive sgiias of hotels and travel agents in
Hong Kong and Singapore. Nine different areas wiesgned for their study, and their
findings indicate that cost competitiveness, moioigjzoeople and partners, and building
robust service delivery systems were the top tlo@®petitive strategies that senior
managers employed, while least confidence was shiowileveraging information
technology and product differentiation as viablenpetitive strategies. Organizational
demographics have been argued to be importantndie@nts in competitive strategy
research. Kean et al. (1996) found statisticallgnificant differences in the use
of competitive strategies across various orgaromali demographics such as size,
ownership and store type.

Very few studies have been undertaken in Kenya ipensdustry. Sundeep (2008)
observed that Kenya’s current pension system isackerized by poor overall levels of
coverage and benefit adequacy, small size of forez@nomy relative to informal
economy, low levels of disposal income, insuffitiémsurance against longevity and
competing priorities. While previous empirical refso(Keizi 2006 & Barrientos, 2007)
emphasize on the reasons for low coverage and stigge to increase the coverage, they
fail to analyze the key competitive strategies aedpby some of the successful

retirement benefit schemes in the industry.

This study therefore sets out to fulfill the knodde gap by establishing the key
competitive strategies adopted by LAPFUND and thalenges faced in applying these
strategies. The research will answer critical goastsuch as: What are the strategies
adopted by LAPFUND to ensure sustainability andaihoamidst the rising competition

from both the Individual Pension Plans and publgtaklished retirement benefits
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schemes? It also seeks to determine the challdngeEUND faces in applying these

strategies.

1.3 Research Objectives
(1) To determine the competitive strategies adoptedhleyLocal Authorities
Provident Fund (LAPFUND), Kenya
(i) To establish the challenges faced by the Local éwities Provident Fund
(LAPFUND), Kenya in applying the competitive strgites.

1.4 Value of the Study

The findings of the study will determine the coniipet¢ strategies adopted by
LAPFUND in the Kenyan retirement benefits sectotha light of stiff competition from

increasing number of retirement benefit schemewilltdetermine the challenges faced
in adopting these strategies. It will further pawirelevant information necessary in
formulating policies and regulations regarding thperating environment in the

retirement benefits industry.

The study is also expected to give management d?HIMND an appreciation of the
various competitive strategies that they could adppen the increasing intensity of
competition in the industry. It should be a usdfyut in their competitive strategy
formulation for superior performance. Researchdrs may wish to do further studies on
retirement benefit schemes will find the literatwed findings as a useful source of
reference for their studies.. It will also contribuo the existing pool of knowledge on

competitive strategies.
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CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction

This chapter gives a broad review of the literatore the concept of competitive
strategies. The chapter outlines the various tkeoput forward on the subject, the
concept of strategy, organizations response to etitigm, various competitive strategies

and challenges faced in the adoption of competgivategies.

2.2 Theoretical Foundation

There are a number of theories which have beerigowird to help understand firm’s
resource capabilities, strategies and competitivategies adoption. These include the
resource dependency theory, resource based viewythbeory of competitive strategy

among others.

2.2.1 Resource Dependency Theory

Organizational success in resource dependencyytiB@T) is defined as organizations
maximizing their power (Pfeffer 1981). Research the bases of power within
organizations began as early as 1947 and includegh rof the early work conducted by
social exchange theorists and political scientisBeneralization of power-based
arguments from intra-organizational relations fatrens between organizations began as
early as Selznick (1949). RDT characterizes thksliamong organizations as a set of
power relations based on exchange resources. RDpoges that actors lacking in
essential resources will seek to establish relatims with (i.e., be dependent upon)
others in order to obtain needed resources. Alsgamizations attempt to alter their
dependence relationships by minimizing their owmpet®lence or by increasing the
dependence of other organizations on them. Withis perspective, organizations are
viewed as coalitions alerting their structure aradtgyns of behaviour to acquire and
maintain needed external resources. Acquiring tkiereal resources needed by an

organization comes by decreasing the organizatidejzendence on others and/or by
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increasing other’s dependency on it, that is, nyiaf an organization’s power with

other organizations.

2.2.2 Theory of Competitive strategy

Michael Porter's 1980 framework uses concepts dpeel in micro-economics to derive
5 forces that determine the attractiveness of &abarhey consist of those forces close
to a company that affect its ability to serve stomers and make a profit. A change in
any of the forces requires a company to re-astessarketplace.

Four forces -- the bargaining power of customedrs,ldargaining power of suppliers, the
threat of new entrants, and the threat of substifutbducts -- combine with other
variables to influence a fifth force, the levelaafmpetition in an industry. This 5 forces
analysis is just one part of the complete Portexttegic system. The other elements are
strategic groups (also called strategic sets)yv#ige chain, the generic strategies of cost
leadership, differentiation, and focus, and the keapositioning strategies of value

based, needs based, and access based marketrositio

2.3 The Concept of Strategy

A strategy is a long term plan of action designeddhieve a particular goal, most often
“winning” (Thompson, 2005). Strategy is differenéd from tactics or immediate actions
with resources at hand by its nature of being esttety premeditated, and often
practically rehearsed. Mintzberg (1987) suggedt dtrategy can be usefully defined as a
pattern made up of both intended and unintendeds View of strategy is valuable
because it tries to account for discrepancy betwdsat we hope will happen and what
does happen. Formal strategic planning only gase to deliberate and emergent
strategy. Rational considerations are also importanhe strategy process (Mintzberg,
1987).

The essence of strategy lies in creating tomorraesipetitive advantages faster than
competitors mimic the ones you possess today (H&kakahalad, 1993). The benefit of
strategy is not just offering simplification andnsistency to decision making, but the

identification of strategy as the commonality amityiof all the enterprises decision, also
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permits the application of powerful analytical ®ob help companies create and redirect
their strategies. Strategy can help the firm eshblong term direction in its

development and behavior (Hamel & Prahalad, 1993).

2.4 Competitive Strategies

A company’s competitive strategy deals exclusivelith its plans for competing
successfully-its specific efforts to please custanis offensive and defensive moves to
counter the maneuvers of rivals, its response tatevier market conditions prevail at the
moment, and its initiatives to strengthen its mangesition (Thompson, Gamble &
Strickland, 2004). Porter (1980) argues that coitipetstrategy is about taking offensive
or defensive actions to create a defendable pasitian industry, to cope with the five
competitive forces and thereby yield superior metan investment for the firm. Porter
further asserts that competitive strategy is alimihg different. It means deliberately
choosing to perform activities differently or torfiem different activities than rivals to

deliver a unique mix of value.

Thompsonret al argue that because each company’s strategic agppommsists partly of
custom-designed actions to fit its own circumstarmed industry environment, there are
countless variations in the competitive stratetfies companies employ. They assert that
to get at the real substance, the biggest and nmogortant differences among
competitive strategies boil down to (1) whetherompany’s market target is broad or
narrow, and (2) whether the company is pursuingrapetitive advantage linked to low

costs or product differentiation.

2.4.1 Porter’s Generic Strategies

Porter (1980) has described a category scheme stimgsiof three general types of

strategies that are commonly used by businesseseTinclude cost leadership strategy,
differentiation and focus strategies. These thiesegc strategies are defined along two
dimensions: strategic scope and strategic strerfgfifategic scope is a demand-side
dimension and looks at the size and compositiothefmarket a firm intends to target.

Strategic strength is a supply-side dimension aookd at the strength or core
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competency of the firm. Companies, according tad?phave three potentially generic

strategies that they can use to outperform otheasfin the industry.

Grant (1998) contends that in cost leadershipeggsata firm would normally compete by
supplying an identical product or service at a ¢hat is lower than competition. This
strategy emphasizes efficiency. By providing higthumes of standardized products, the
firm hopes to take advantage of economies of saatk experience curve effects. The
product is often a basic no-frills product thatpi®duced at a relatively low cost and
made available to a very large customer base. IEadership requires that a firm must
find and exploit all sources of cost advantage sgltla standard product (Porter, 1985).
Maintaining this strategy requires a continuousaeéor cost reductions in all aspects of
the business. The associated distribution strategyo obtain the most extensive
distribution possible. To be successful, this stgt usually requires a considerable
market share advantage or preferential accesswomaterials, components, labor, or
some other important input. Without one or morghase advantages, the strategy can

easily be mimicked by competitors.

Grant (1998) also contends that in adopting a wiffgation strategy, a firm would
compete by supplying a product or service thatifferéntiated in such a way that
consumers are willing to pay a premium price thateeds the marginal costs of
differentiation. Differentiation by a firm from itg€ompetitors is achieved when it
provides something unique that is valuable to banEyond simply offering a low price
(Porter, 1980). It thus involves creating a prodbet is perceived as unique. The unique
features or benefits should provide superior véduehe customer if this strategy is to be
successful. Because customers see the productrasled and unequaled, the price
elasticity of demands tends to be reduced and mestéends to be more brand loyal.
This can provide considerable insulation from cottijpa. However, there are usually
additional costs associated with the differentratiand segmentation requires that

products and services are clearly positioned.
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The focus strategy is about using either cost lesduije or differentiation strategy to target
a particular buyer group, product line and geogiahmarket (Porter, 1980). In this
strategy the firm concentrates on a select fewetangarkets. It is also called a niche
strategy. It is hoped that by focusing your mangtfforts on one or two narrow market
segments and tailoring your marketing mix to thgsecialized markets, you can better
meet the needs of that target market. The firmcbjfy looks to gain a competitive
advantage through effectiveness rather than efiitgielt is most suitable for relatively
small firms but can be used by any company. Asad®trategy it may be used to select
targets that are less vulnerable to substituteshmre a competition is weakest to earn

above-average return on investment.

2.4.2 Other Strategic Choices

These are alternatively referred to as complemgrdategic options, or a company’s
second set of strategic choices (Thompson et @4)2@ firm may respond to increased
competition by entering new markets with similangucts. These could be markets they
are currently not serving, or new geographical reerkMarkets entry strategies may
include acquisitions, strategic alliance and jeentures. As argued by Harrigan (1985)
strategic alliances are more likely to succeed wplayers possesses complementary
assets and thus a firm will seek knowledge it abersi lacking but vital for the
fulfillment of its strategic objectives. Such cditaation takes the form of strategic
alliances, mergers and acquisitions, licensingydingsing among others. Shollei (1997)
argues that in order to fortify a firms’ positiomanst predators from abroad, it is
important to collaborate.

Mergers and acquisitions are also much used sicatpgjons. They are especially suited
for situations in which alliances and partnershijpsnot go far enough in providing a
company with access to the needed resources aabilitps. According to Thompson et
al (2004), mergers and acquisitions enable theiaogucompany to gain more market
share and further create a more efficient operatiginof the combined companies by

closing down high-cost plants and eliminating susptapacity industry wide. It may help
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extend the company’s business to new product cagsgas well as quick access to new

technologies (Thompson et al, 2004).

Outsourcing as a strategy involves withdrawing froentain activities in the value chain
and relying on outside vendors to supply the neepieatiucts, support services or
functional activities. Thompson et al (2004) argiugt outsourcing makes strategic sense
whenever an activity can be performed better orenabreaply by outside specialist; the
activity is not crucial to the firm’s ability to heve sustainable competitive advantage; it
reduces the company’s risk exposure to changingntdogy and/or changing buyer
preferences; it allows a company to concentratésooore business and do what it does

best.

Vertical integration strategies extend a firm’s qatitive and operating scope within the
same industry. It involves expanding the firm’sgarof activities backward into sources
of supply and/or forward towards end users. Thiatet)y is recommended only if it
strengthens firm’s competitive position by prodycsufficient cost savings to justify the

extra investment (Strickland, 2004).

2.5 Organizations’ Response to Competition

Sutherland and Canwell (2004) argue that the mmogiortant aspect of a business’s
external environmental factor is its industry omgeetitive environment. Each different

industry has its own characteristics, but in moommplex organizations which are

involved in a number of different markets, or a twem of different overseas

environments, the complexity of dealing with conmp@t becomes all the more crucial.

On occasions organizations may attempt to seizedhgetitive initiative and introduce

an innovatory change. An action by one competitbictv affects the relative success of
rivals provokes several responses. One action loarefore provoke several reactions,
depending on the extent of the impact and the géneature of competition. Each

reaction in turn further affects the other rivahgmetitors in the industry. New responses

will again follow.
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According to Thompson and Martin (2005), it is onjant to differentiate between two

sets of similar, but nevertheless different, decisby organizations in respect of

competition. First, some actions are innovatory ggpiesent one competitor acting upon
a perceived opportunity ahead of its rivals; othetions constitute reactions to these
competitive initiatives. Second, some decision ynpicremental strategic change to
existing, intended strategies; on different ocaasimrganization are adapting their
strategies (adaptive strategic change) as theyneseopportunities which they can seize
early, or possible future threats they are seetongvoid. The process is about learning
and flexibility. The skills required by the orgaaiions are the ability to discern patterns
in this dynamic environment and competitive sitolatiand spot opportunities ahead of
their rivals, the ability to anticipate competitactions and reactions, and the ability to
use this intelligence and insight to lead custoap@nion and outperform competitors.

According to Porter (1980), two aspects of the enftrrposition of an organization are
important. The nature and structure of the indysind the position of the organization
within the industry. He asserts the two plays diaal role in the formulation of
competitive strategies. Porter (1980) argues thatrtumber of firms, their sizes and
relative power, the ways they compete, and the shigrowth must be considered. An
industry may be attractive or unattractive for agamization. This will depend on the
prospects for the industry and what it can offetarms of profit potential. Different
organizations have different objectives, and treeefwhere it is able an organization
should be looking to compete in industries wherns ible to achieve its objectives. In
turn, its objectives and strategies are influerfmgthe nature of the industries in which it
does compete.

Porter further argues that the competitive straisggbout taking offensive or defensive
actions to create a defendable position in an imgut cope with the five competitive
forces and thereby yield superior return on investnfior the firm. Effective and superior
organizations will be in the right industry andtire right position within that industry.
Size can matter. The largest of the mainstreampetitors, as long as it is run

effectively and efficiently, will be able to enjaguperior margins in comparison to its
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nearest rivals because it can generate scale et@mnorowever, on the other hand, the
small competitor with a very carefully and defenaéche can also enjoy super margins.
An organization is unlikely to be successful ifcitooses to compete in a particular
industry because it is an attractive industry whoffiers both profit and growth potential

but is one for which the organization has no medmdbtaining competitive advantage.

2.6 Challenges faced in adopting competitive strafges

Implementation of competitive strategies can leadertain challenges which may hinder
the effectiveness of firms in utilization of strgiees identified and employed. Newman
(1989) identify three types of competitive stragsgchallenges; that they may hamper a
firm’s ability to grasp new opportunities, they ugg@ massive amounts of resources, and
the regulatory issues imposed by the governmenttamability of company owners and

managers.

Other challenges may arise from structural and @ton barriers inherent in the
industry. Box and Watts (2000) argue that the dalllenge in implementation of a
generic strategy is in recognizing all support \atiis and putting them in place
correctly. Porter (1996) in his award winning Had/&8usiness Review article supports
this view. According to Thompson (2005) the mostpariant challenging fits are
between strategy and organization capabilitiesyéet strategy and reward structures,
between strategy and internal support systems ahdelkn strategy and organization

culture. This is often not achieved even in mosbawplished organizations.

Porter (1998) highlights challenges in implemeptatof generic strategies in terms of
inherent risks namely; technological change thatlees investment in technology and
learning worthless, low cost industry learning wncomers through imitation and use
of new technology, inflation in costs of inputs tthacrease the firms costs, the
consumer’s need for differentiating factors falmjtation which can narrow perceived
differentiation, differences in desired productsween the strategic target and the
market, and competitors break into the target ntaakd outplay the focuser. There are
other challenges of inadequate financial resourcestly sources of funds, skills and
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ability of staff, marketing abilities, and changas customer needs, government
requirements and complexity of co-coordinating faln’s activities in pursuit of the
agreed strategy (Porter 1998, Grant 1998, Ans680)L
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1 Introduction

This chapter provides an account of the procedanss methods that were adopted in
carrying out the research. The study was guidethbyresearch objective laid down in

chapter one. It covers the research design, dd&ctton methods and analysis.
3.2 Research Design

The research was a case study of the Local AuibsrProvident Fund, Kenya. An
indepth investigation of the competitive strategidspted by LAPFUND was undertaken
to provide an insight in to the competitive stragsgused.

The choice of the scheme was based on the factiBWlREUND is one of the largest
retirement benefit schemes in kenya which has grbbm a small department in the
ministry of local government to a fully pledged g@statal which is self financing.The
case study was chosen rather than a survey betteusbjective of the study required an
understanding of the competitive strategies adoptedetirement benefits schemes and

the challenges in their application.
3.3 Data Collection

The study used primary data which was obtainedutiiranterviews guided by a pre-
prepared interview guide consisting of questiondresking different issues on
competitive strategies. The interview guide was$wo parts. Part one captured personal
information of the informant and part two dealt lwitompetitive strategies adopted by
the scheme and the challenges faced. The studydede to interview the top
management consisting of the chief executive effithead of finance, strategy and
business development. However the representatpponelents interviewed included: the
chief executive officer, head of finance and themtdn Resources Manager. These
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managers are involved in the strategy issueseotdimpany and they were better placed

to respond to the strategic issues that were résdtie purpose of this research.

Interviews are advocated by Parasulaman (1986)aasdn the potential to yield the
highest quality and quantity of data compared teeoimethods because supplementary
information can be collected in the course of théerview. The instrument was

administered by the researcher to the three regmead
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CHAPTER FOUR

DATA ANALYSIS, FINDINGS AND DISCUSSION
4.1 Introduction

This chapter presents data analysis and the fisdaighe study. The primary data was
collected through the use of detailed interviewdgsi The presentation of data starts with
the respondent profiles, the competitive strategdepted, the challenges faced in
adopting competitive strategies in the company emdls with a discussion linking the

findings to theory.
4.2 Respondents Profile

The Chief Executive Officer who also doubles asdberetary to the LAPFUND board of
trustees was interviewed. He has held various tshge positions in the Kenyan
retirment benefits industry for the last fifteenay® having been at the helm of the
scheme for the last one year. He is charged wghotrerall responsibility of providing
policy and strategic direction of the scheme touemdinancial growth. He holds a

bachelors degree in economics from the Univerdityairobi.

The chief manager incharge of finance and investmas also interviewed. He has
been at LAPFUND since the year 2006 and has bestrumental in policy and strategy
formulation and implementation in the scheme. Heeisponsible for overseeing the
preparation of financial reports, investment pditfo and implementation of cash
management strategies in the scheme. He holds &efdasd Science in Finance from
Methodist University and a Bachelor of Commerceqdunting) from the University of

Nairobi. He is also a certified public accountdferiya).

The human resource manager was the third respoimdtns research. She is the head of
the human resource department with the overalloresipility for the supervision of the
Human Resource and Administration function, which a key function in the
implementation of the scheme strategies. She has la¢ the scheme for the last

ninenteen years and has been involved in the fatmonl and implementation of
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strategies in the institution. She holds a backealegree in human resource management

from the KCA University.

4.3 Findings of the study

The following paragraphs present the findings efstudy.
4.3.1 Strategic Planning at LAPFUND

Strategic planning at the institution commencechwite appointment of a substantive
chief executive officer in 2007. This change braugith it a focussed leadership with
the formulation of a five year strategic plan whidaw the establishment and
strengthening of three more departments among thigen Human Resource and
Administration, Internal Auditing, Marketing and f(porate Affairs departments.
Previously these functions were being undertaketeutwo departments namely benefits
department and finance department. LAPFUND has gromwecome among the top five
leading retirement benefit schemes in Kenya in seofnmembership/customer base, net

assets and overall performance.

Some of the competitive strategies envisioned énsthategic plan for the scheme include
achievement of overall cost leadership through &irom of strategic alliances; great
labour effectivenesss; employment of superior labamd management; keeping
operating expenses at the minimum to ensure high&stment returns to members;
outsourcing some functions to cut down on expemsekleveraging on application of

advanced technology. LAPFUND has also envisionagp@nl focus strategy through

concentration on local authorities and water corggas well as creating strong and
specialised relationships. Differentiation stratégg also been identified through strong
brand reputation, delivery of superior service,ukged relationship building as well as

delivery of superior investment returns.
4.3.2 Competitive Strategies adopted by LAPFUND

The continued growth of the Local Authorities Pt Fund has been achieved through

a mix of various competitive strategies aimed prilmao maximise operating efficiency
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and also to increase investment returns. Accortbripe research findings, a number of
strategies have been adopted in line with the aegiirthat for a competitive strategy to
be successful, the battle should be fought fronfratits. According to a competitive
strategist guru, Porter (1980), to compete sucokgshe strategist needs to select a
generic strategy and pursue it consistently. Olshpthere is no single best strategy with
a given industry and the task faced by the strateigivolves selecting the strategic
approach that will best allow an institution to nmaize its strengths vi-a-vis its
competitors.

The institution has adopted and consistently pursiesv-cost leadership strategy to
ensure lower overall costs than competitors whiahdlate to higher investment income
to the scheme contributors. In retirement benefdsistry, the lower the operational costs
the higher the returns on investment. To ensure $itiategy succeeds, the scheme
identified the key cost drivers to manage the caftgach activity downwards. The
research findings indicate that the institution daselled in operating with exceptionally
small corporate staffs to keep administrative césta minimum. The human resource
department is focussed so that the right peogdléhi right positions. This approach has
created labour effectiveness and cultivated a parfay culture with all round and highly

multitasking employees.

The company ideally resorted to outsource its finmahagement and investment advisory
functions from independent and reliable licensedfgssionals. The contribution
collections and investment of funds are done ftijinothhe various contracted custodian
banks and professional fund managers which hasegrtw be very cost effective. The
company went ahead and resorted to the use ofrédy established payroll systems in
the local authorities as contribution collectionirge. This has continued to give
LAPFUND a competitive edge in the market as oppdsambmpetitors whose individual
member contribution collection channels are codtgueraging on sophisticated service
support systems through access of member accotatsdend statements through the
internet and turning in to a paperless office tiglouhe implementation of electronic
document management system (EDMS) has seen thiitiost cut its operational costs
by 30%.
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The company has also invested in technology to reméhacommunication in its
operations. It upgraded its internet protocol comitations services between the
Nairobi headquarters and its zonal offices. Thigetyf investment cuts down the
communication cost as well as improving producyititrough the installation of unified
communications and a high speed wide area netwtattopm. The link also adds
efficiency and quality as well as improvement ire tbompany’s information and
communication technology infrastructure. The newtay also enables real time data
capture and processing thereby enabling timelyiaftdmed decision making which is

value addition to the company

The company has consistently employed focusedegiett. The research findings
indicate that a number of strategies have beennpplace to ensure profitability. With

reference to the company’s vision , ‘to be the ilegdcheme in Kenya providing secured
retirement’, the company has committed itself teeinthe expectations of all its
stakeholders. The leadership at the company hagybtaon the position of the strategy
and business development manager to give suppothdomarketing and member
recruitment function. This has since been seerayogff handsomely with the institution

opening up five more zonal offices to stamp itsspree in the market.

The research findings also indicated that LAPFU®tDsistency in satisfying customer
needs was a key factor in building superior refegiops with its customers. The scheme
has continuously assessed customer satisfactioexintirough annual customer
satisfaction surveys and implemented the recomntemda made by the customers from
such surveys. This has created an avenue for thenmsc to leverage on focussed

relationship building.

Speed to market strategy has also seen the Fuhavilledahe time-based competition in
the sector; for instance the fund was able to ce@®5% of the market presented by the
elected civic leaders in 2008 owing to its speeplessiveness and flexibility. Payments
to the retiring members is made promptly and tlis teally encouraged the contributing
members to increase their savings through additieolantary contributions.. Members

have also been enabled to access statement ofrasdbrough the member portal in the
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company website. Customers are able to view theddba, download application forms
as well as making enquiries on the company offerinthis has enabled the fund to
maintain superior contacts and relationships andt sgart from rivals competing in the
same target market niche.

The use of broad differentiation strategies hawe &leen adopted by LAPFUND. The
company undertook a successful rebranding exengisiee year 2009 to position itself
strategically in the market. As a response to & sitaution, the company redefined its
core values, vision and mission. This was impletegrithrough improvement of the

company’s existing products and services.

The institution has also elected to form stratedfiances and partnerships to compliment
their own strategic initiatives and strengthen tlemmpetitiveness in the market. The
major stakeholders of the company are the goverhmseppliers, employees, the union
body and the employers. The scheme has consisfenthed strategic alliances with the
Kenya Local Government Workers Union (KLGWU) to lgbfor favourable terms and
conditions of the employees which has seen regalaews of the common bargaining
agreements. This has seen creation of strong audiped customer relationships.

The research findings indicate that the institutioas also employed outsourcing
strategies which has allowed the scheme to coratents resources on performing those
activities internally that it can perform betterhel scheme has outsourced its fund
management and investment advisory functions fnrodependent and reliable licensed
professionals. The contribution collections ancestment of funds are done through the
various contracted custodian banks and professiandl managers which has proved to

be very cost effective. Cleaning services have la¢sm outsourced.

The scheme has on several occassions embarked fensieé strategies through
initiatives to capitalize on competitor weaknesseAPFUND has used its strong
marketing skills and its brand to win customers ywvftamm rivals with weak brand
recognition. Such initiatives involved the transtdrmembers of previously internally

managed schemes by various municipalities andscég well as recruiting customers

27



from water companies which have had private ownethpanies managing their

retirement benefits.
4.3.3 Challenges faced by LAPFUND in adopting compiéve strategies

Despite the strong performance of LAPFUND in theerg past, the existence of the
scheme has been marred by various challenges nfiosthich were posed by the
operating environment, the local government fratgrand have accounted for the slow
growth in the early stages of the scheme’s estahknt. Given the dependence of
LAPFUND on the existence of the local authoritigdpllows that most of the factors
affecting the structure of these institutions alsituenced survival or otherwise of the

retirement scheme.

Huge financial requirements was a big challengemithat the sponsoring institutions
(local authorities) have continuously faced chajles of financing their expenditures
posed by inadequate financial base due to lackw#nue collection strategies. Most the
cost cutting activities require huge financial aytlin the initiation stages with the

benefits being felt over time.

The focus and differentiation strategies are cantistdeing challenged in the market by
competitors finding effective ways to match theammgation’s capabilities in serving the
target market. The main competitor has come up withe appealing products in the
form of risk benefit products and has even gonehéur to introduce the defined
contribution product similar to that of LAPFUND.

Adoption of outsourcing strategy has come with litsitations. For instance, in
outsourcing fund management and investment adviseryices, the institution risks
losing touch with the very activities that in tloeg) run determine its success. This means
that through outsourcing some of these activities,organization risks hollowing out its

own capabilities in the long run.

The company also faced the challenge as far ashtimean personnel issues were
concerned. The use of superior knowledge partigulas a result of high skilled
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workforce as a differentiator has proved to be allehge. The company has to
consistently scout around for new talent and sletaandindates if the knowledge base

across the organization has be maintained.

The implementation of the company’s competitivatsigies has also been challenged by
unpredictable government policies. The numerousislgpns which were not
harmonised affected operations of local authoritiesgatively.. The sector also
experienced decline when the government froze egnpat of new staff between 2002
and 2012 citing a bloated workforce in all locattarities.

The LAPFUND Act Cap. 272 Laws of Kenya was alsaideed as a challenge due to its
limitations. By defining one sector as the onlyreeuof customers for the scheme, it has
limited opportunities for growth by the scheme. Theverning regulation has also
limited the adoption of competitive strategies &PIFUND through provision of only

one type of a retirement benfit products i.e. teéned contribution package.

Inability to consistently use products as differatars was identified as a challenge. The
nature of the retirement benefit industry is suwdt the products are defined and there is
little to differentiate them. This left the schermath few options to achieving a
sustainable competitive advantage. It was downustamner relations and building of

superior relationships as a point of differentiatio

Inability to develop barriers to deter immitatiohas frequently resulted to customer
switching, this was evident particularly in 2009/P0 when the strongest rival,

LAPTRUST (Local Authorities Pension Trust) poaclieed schem members in a war that
saw the industry regulator get involved to givedglines. The institution is running the

risk of focussing too much in core products in deping bases for differentiation.

Other challenges included the volatile nature efdtock market, movements in interest
rates and changes in foreign currency exchangs.rateese factors affect the rates of

return on investments which is a core deliverableetirement funds management.
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4.4 Discussion

The findings of the study indicate that the LocaitiAorities Provident Fund has adopted
various competitive strategies that has enabléal sticcessfully compete in the market.
The various strategies that have been implementédebocompany indicate that Michael

Porter's theory of competitive strategy is stilleseant and that there is no single best
strategy with a given industry and that the taskefaby leaders of any institution

involves selecting the strategic approach which gkt maximize its strengths vis-a-vis
its competitors. This therefore points to the fauet there is need for a firm to pursue

various strategies at any given point in time.

Strategic alliances formed by LAPFUND and the Kehymal Government Workers
Union (KLGWU), a body mandated by the local auttiesi workers to fight for their
rights, lends credibility to the resource depengetieory which proposes that actors
lacking in essential resources will seek to esshbielationships with (i.e., be dependent
upon) others in order to obtain needed resources.

The study has shown that adoption of competitivatesgies have its own challenges i.e.
the wvulnerability of even lower cost operators, giole price wars, difficulties of
sustaining the strategy in the long run, limitedo@punities for sector growth, the
difficulties of achieving true and meaningful diéatiation, the risk of creating
differences that customers don't value, governnmegtlation or the lack of it, among
others. These research findings agree with thesy@EvWwWewman (1980), identified in the

literature review.

These research findings subscribe to the idea m&etlyeneric strategies which give
recognition to the way in which, regardless of Wide variety of variables and industry
situations faced by managers, there are in pracidg a limited number of strategic

options.
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CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This study sought to to determine the competitirategies adopted by the Local
Authorities Provident Fund (LAPFUND), Kenya. It fher sought to determine the
challenges faced by the institution in applying toempetitive strategies. This chapter
therefore presents a summary of major findings @ogoses possible recommendations

consistent with the data anlysed.
5.2 Summary of findings

LAPFUND has experienced sustained growth in regeats growing from a fund value
of Kshs 3.7 billion to 15.9 billion in the last s&v years with corresponding customer
growth of 10,000 new customers in the same peridds has been attained in the
backdrop of sector challenges which have rangeoh fimv purchasing powers of the
consumers owing to low salaries; a week culturpudflic service, corruption of elected
councillors and officials, inadequate financial datue to lack of revenue collection
strategies, lack of adequate human resources dp@otorenumeration and overwhelmed

public service commission, poor management, locdlreational political interference.

To achieve this growth, LAPFUND has not taken aadladherence to one strategic
approach, but rather by a combination of ideas;-dost operator whilest at the same
time differentiating itself on the basis of supeservice, knowledge, innovativeness and
flexibility. The low-cost operation has been acle@\as a result of a combination of low
over-heads through leveraging on sophisticatedsesupport systems; low labour costs
through engagement of lean but effective staff,itkoh product range and low-cost

distribution through the use of internet. Cost ngmaent strategies have also been
pursed by ensuring cost saving through the outsmyrof fund management and

custodial activities.
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The institution has pursued the differentiationatgtgy through delivery of superior
service benefit (defined contribution retirementh@ge) representing an enormously
strong selling proposition, providing consumershwé powerful reason to buy and
putting competitors in a disadvantage. The institubas also strengthened its position
through the use of superior assets in distributatiets by use of highly customized

website enabled portal for customers to accessnraton.

Various marketing strategies have also been pplace to ensure profitability. Speed to
market strategy to win time-based competition séenfund exploit market potential

faster than the competition. The company also cdtathito implement a three year
business plan which seeks to expand operationseahdnce its market position by
opening ten zonal offices country-wide. The userggositioning strategies have also
been adopted by LAPFUND. The company has also taddar a successful rebranding
exercise to position itself strategically in therke. As a response to the new sitaution,
the company redefined its core values, vision amdsion. This was implemented

through improvement of the company’s existing sasi

Information Technology was also upgraded to enswaecommunication is in real time
and to enhance faster decision making. Leveragimgsaphisticated service support
systems through access of member account detallstatements through the internet
and turning in to a paperless office through thelementation of electronic document
management system (EDMS) has seen the institutibitscoperational costs

Common Bargaining Agreements negotiated by the Hdmcal Government Workers
Union (KLGWU), a body mandated by the local auttiesi workers to fight for their
rights; have also played a key role in ensuring slataries are reviewed regulary as well
as contribution rates to LAPFUND.

Focus strategy has also been pursued by LAPFUNPpeteby the legal advantage it
enjoys in that its position is protected by a s&tuhich defined the local authorities and

water companies as its only market.
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The implementation of the competitive strategiethatFund however, was not without
its shortcomings and challenges. The inadequaitéatapthe meant that the speed had to
be slow for the business to pick up. The sectowlmch the institution operates has
limited opportunities for substantial growth. Thigeans that new entrants as well as
present competitors are able to gain sales onlthatexpense of LAPFUND. The

personnel issues were also of concern since theemgvloyees brought on board had to
undergo various trainings to equip them in undémgkthe company’s operations.

Inability to develop barriers to deter immitatioausd customer switching has been a big
challenge given the fact that most of the defineddfit schemes are converting into

defined contribution schemes thus eroding the ceithgeadvantage.

5.3 Conclusion

The study has shown that the institution has adopégious competitive strategies The
organization has consistently pursued low-costdestdp strategy to ensure lower overall
costs than competitors which translate to higherestment income to the scheme
contributors. The company has consistently emplof@aised strategies as well as
differentiation strategies in ensuring that it isecof the major players in the industry.
Strategic alliances and partnership with union esdoutsourcing strategies as well as
offensive strategies through initiatives to cajm&@lon competitor weaknesses have also
been adopted by LAPFUND.

The support from the firm's stakeholders is of impoce in its operations. The
government is in deed a key stakeholder to the emyjand can be seen to have played
an immense role in ensuring the institution remaielevant by providing the legal
advantage through protection by statute. The orgdion needs to forge strong

partnerships with the main stakeholders to ensustamability.

A change in top management team at LAPFUND dideaghia positive outcome in the
company’s strategic growth. The implementatiothef process became possible due the
entry of the new top management team and the nendbaf directors who were able to
steer the process by ensuring that the vision asdiom of the company were focussed.

It is therefore recommended that the firms thaéndtto adopt competitive strategies
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should consider engaging focussed leaders and dtednmanagerial team to steer the

procees.

The study has shown that adoption of competitivategies have their own challenges
i.e. the vulnerability of even lower cost operatgoessible price wars, difficulties of
sustaining the strategy in the long run, limitedoapunities for sector growth, the
difficulties of achieving true and meaningful diéatiation, the risk of creating
differences that customers don't value, governmmegtlation or the lack of it, among
others. This indicate the need for any strategaamping process to take into consideration

and provide for measures of mitigating it.

5.4 Recommendations

It is worth noting that LAPFUND success has beemibated to adoption of a

combination of strategies i.e. low-cost operatoilsthat the same time differentiating
itself on the basis of superior service benefit aaltionship management. This has
enabled the organization present an enormoushngtselling proposition providing

consumers with a powerful reason to buy has putpetitors at a disadvantage. It is
therefore recommended that the firms that intenddopt competitive strategies pursue
more than one strategy in order to ensure thatb#ide is fought from all sides thus

enhancing business survival.

The role of focused leadership can also not beemnpasized. The implementation of the
process became possible due to the entry of thetogwanagement team. It is therefore
recommended that the firms that intend to adoptpsiitive strategies should consider

engaging focussed leaders and committed manatesial to steer the procees.

It was worth noting that the areas of differentiatin the institution are limited and that
the competitors are copying most of or all of tppealing product attributes the scheme
comes up with. It is recommended that given the dewolved government dispensation,
the scheme looks in to other avenues of competistrategies like mergers and
acquisitions, use of internet as the major distrdsuchannel of information and services
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as well as looking in to ways to review the govegiiegulation to allow for development

of more products.
5.5 Limitations of the Study

The research employed the use of a case studyndesig state corporation where the
state is the key stakeholder. Therefore, the rekefandings cannot be generalized for
other firms in other industries. Further, not &l ttop management team as envisaged
before were interviewed for the purposes of thiseaech. This had the effect of not
getting all the adequate information from which toaclusions could be drawn. Some of
the interviewed respondents also felt that somermmétion about the company were so
sensitive to be disclosed to the researcher. Thisthe effect of not coming up with a

substantial conclusion.
5.6 Suggestions for further Study

Given that this was a case study which researcheaghe retirement benefits scheme in
public sector, a survey research is recommendearder to make the findings more
generalizable. A further study could also be cdrireboth the private and public sectors
providing for more respondents so that a generaklosion could be made on the
appropriate competitive strategies for firms thavigion to benefit from adoption of

competitive startegies for sustained growth.
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APPENDICES

Appendix 1: Interview Guide.

This interview guide seeks to establish the coripetistrategies that the Local

Authorities Provident Fund has adopted to remdewvent and competitive in the market.
The information provided will be confidentially &ted and will not be used for any other
purpose other than academic.

Section A. General Information

Position held in the company.............coiiiiiiiiii

DepartmeNnt. .. ... e

Years of experience in the company.............covoiiiiiiiiiinen.

Section B. Strategic position of LAPFUND
1) Does the company have a strategic plan? If yesdor many years?
In your assessment, what is the position of LAPFUNDhe retirement benefits
industry in terms of market leadership?.

Section B. Competitive strategies adopted
1. What are some of the competitive strategies enweglan the strategic plan?

2. Does LAPFUND employ any of the following strategigs order to remain
competitive?
If yes, how?

Market segmentation/focused (market niche)
Differentiated product features

Low cost provider

Strategic alliances and collaborative partnerships
Outsourcing of selected value chain activities
Vertical integration

Merger and acquisitions

Use of internet as a distribution channel

ONOOAWNE

Any other? Please specify

Section C. Challenges in adoption of competitive rsttegies
Are any of the following challenges encounterethmadoption of these strategies?

1. High cost of maintenance
2. Huge financial requirements
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3. Unpredictable government policies

4. Rapid technological change

5. Organization culture/resistance to change
6. Inability to differentiate products

7. Constant changes in customer needs

8. Changes in exchange rates

9. Stock market volatility

10. Interest rates movements

Any other, please specify

Thank you for your responses
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