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ABSTRACT
As organizations are forced to respond effectivayg efficiently to changing business
environment, then the big challenge that may faest is gaining and developing the
competitive advantage. Operations strategies lietha core of developing and
maintaining competitive advantage. The aim of thedy was to determine the
relationship between operations strategy and fewell competitiveness. A survey design
was used in the study. Self-administered questioemavere used to collect data from a
sample of 86 respondents drawn from 43 SACCOs iroNiaCounty. Data was analyzed
using IBM SPSS 21. Descriptive statistics were usedietermine the frequency of
responses, while bivariate correlations were usedetermine the relationship between
operations strategy (conformance quality, costiefficy, delivery dependability, flexible
responsiveness, new product development, new pradtroduction) and firm-level
competitiveness (quality, cost, delivery, flexityii The descriptive statistics show that
Majority of the SACCOs had implemented the operatistrategies and that over the
2010-2012 period, Majority of the SACCOs had introgd new products/services,
logistics/delivery/and distribution methods, asIvesl supporting activities for processes,
such as maintenance systems or operations, aceguntr computing. Bivariate
correlations showed that conformance quality (C£3)an operations strategy developed
and implemented by SACCOs, has a positive andfgignt correlation with quality. CQ
is also positively but insignificantly correlatedtivcost, delivery and flexibility. Cost
efficiency (CE) is positively and significantly eetated with quality and flexibility. The
correlation with cost and delivery is not signifita Delivery dependability (DD) is
positively and significantly correlated with flexiby, but relationships with quality, cost,
and delivery are not significant. Finally, flexibtesponsiveness (FR) is positively and
significantly correlated with quality and flexiliyi but correlation with cost and delivery
are not significant. These results show that qualitd flexibility are therefore central to
achieving competitive advantage. By developing anglementing various operations
strategies, SACCOs have been able to achieve tentsigrowth, defend their market
share, and continue to develop their competitiveaathge. In the end they are able to
maintain profitability and operational efficiencyhe success of SACCOs in Nairobi,
with regard to the positive link between operatistrategy and competitiveness, offers a
learning experience for other SACCOs in the country
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CHAPTER ONE: INTRODUCTION

1.1. Background of the Study

To maintain a competitive position in the marketplaa firm must have a long-range
plan. Operations strategy is a long range plath®@operations function that specifies the
design and use of resources to support the busstregegy. Johnston et al (2008) defines
strategy as “the direction and scope of an orgéioiz@ver the long term; ideally, which
matches its resources to its changing environmant in particular its markets,
customers or clients so as to meet stakeholderctadpans.” Operations strategy is
therefore the total pattern of decisions shapirgylting term capabilities of operations
and their contribution to overall strategy by redting market requirements with

operation resources (Slack & Lewis, 2011).

When operations strategy is formulated from the ketabased view, the firm must

identify where they want to compete and the natirthe competition in the industry.

Competitiveness is measured by the ability of ttganization to stay in business and to
protect the organization's investments, to earretarm on those investments, and to
ensure jobs for the future (Wayne et al, 1996).r@jmns strategy enables firms to adapt
and obtain competitive advantages in the curresiness context. Operation strategy
satisfies market requirements; measured by comyetidctors, by setting appropriate

performance objectives for operations (Wright etL8b4).

1.1.1. Operations Strategy

Wick Skinner of the Harvard Business School, whofien referred to as the grandfather

of operations strategy, was the first to recogrime importance of operations strategy.

1



He suggested that companies develop an operati@iegy that would complement the
existing marketing and finance strategies. In ohdiis early articles on the subject,
Skinner referred to manufacturing as the missimg in corporate strategy (Skinner,
1969). Intensified competition in a number of glbbecently has triggered renewed
interest in the operations function and the contrdn it can make to a company's overall
competitiveness. There is a growing recognitiort #iay organization's success in the
long term needs operations-based objectives. Studiee shown that there is a positive
relationship between a formulated operations gisatend higher business performance,
with respect to firm-level competitiveness (Brow2002). In this respect, firm level

competitiveness is the ability to compete and peosp the marketplace. It is a measure
of productivity or the efficiency and effectivenesk converting natural resources into

useful products and services.

Clearly, operation strategies must reflect both aeantrends and competitive concerns.
Competitiveness can be achieved through operastragegies that create a strategic
advantage by making things better, right, fasttiore, cheaply, and flexibly (Li et al.,

2006). Porter (1985) delineated units of competitadvantage to aid in the development
and configuration of operation strategies. The tavaaof economic value, which is the

gap between price and cost to produce, determiimesher the business will survive or
fail. Therefore, sustainable competitive advantege only be achieved by operating at
lower cost and commanding a premium price throuffereéntiation, or doing both. Cost

and price advantages can be realized through opesateffectiveness and strategic
positioning. Simply improving operational effectness does not provide competitive

advantage; rather it can only be done by achiednd sustaining higher levels of



operational effectiveness than competitors. Howesgrce best practice trends can be
copied and replicated by competitors it is haradesustain hence strategic positioning
which involves the highly integrated configuratioha tailored value chain; a series of

primary activities required to produce and deli@groduct or service (Bosibori, 2012).

1.1.2. Competitiveness

One of the primary goals of organizations in a gaterprise system is to be competitive.
Although the measures of competitiveness may apgéf@rent for manufacturing and

service organizations or for government and religimrganizations, in order to be
competitive, any organization must provide prodietd services for which customers or
clients are wiling to pay a fair return or pricdWayne &Stephan, 1996).

Competitiveness is measured by the ability of tiganization to stay in business and to
protect the organization's investments, to earretarm on those investments, and to

ensure jobs for the future. (Wayne et al, 1996)

To adapt and obtain competitive advantages in theeot business context, companies
must implement processes of efficiency improvenf@vtight et al, 1994). A key factor
in the success of world-class organizations is taleility to integrate activities to telling
effect in the three areas of their marketplacey thygerations and their culture. Sustained
competitiveness leads from the holistic managenoénall three (Smith, 1995). The
“hypercompetitive environment” within which busises are now operating demands
that organizations look for ways to continually moye their competitiveness if they are

to remain viable and successful. (Pamela Mathe@@6 2



1.1.3. Operations Strategy and Competitiveness

Drawing from the demand of strategic positioningcase driver of competitiveness,
contemporary strategic debates offer two altereaperspectives concerning strategy
formulation. Operations strategy can be concepedlifrom the perspective of a
resource-based or market-based view. From the resdaased viewpoint, the operations
strategy comprises of core, competencies, capabjlitand processes; resources;
technology; and tactical activities (Lowson, 200)e nature and complexity of formal
and informal processes and tangible and intangédeurces are central to the resource-
based view of strategy; it is externally unobseledtwithin firm) factors that are at least
important as observable industry market (betweemsfi factors in determining
competitive advantage. It has been found that tlot@mpanies pursue strategy in
accordance with pure market-based approach arakibben found that competitiveness
is not just a matter of simply improving performanalong specific competitive
dimensions in response to market needs, but incatgmthe development of capabilities
that provide specific operating advantages. Thespurce based view of strategy is that
operations takes a more active role in providinggléerm competitive advantage (James,

2011).

Operations strategy can also be formulated fromntaeket-based view. Ideally, this
view of strategy formulation argues that it is gt the industry that is important, but
where the organization wants to compete and thar@mabtf the competition. This
perspective represents the resources, competereidscapabilities as outlined in the
resource-based view. However, their strategic eaamd inherent competitive advantage

differs in the unique way they are customized. €hare a number of market driving



forces that influence the nature of the operatisinategy. According to Hammer and
Stanton (2004), the mechanisms of operations giratan be influenced by product
(product group) demand behavior, structure of thppl/ network, and performance
metrics within the supply system. These influeno&sfigure each operation strategy and

determine, to a large degree, the unique fusidsuding blocks.

James (2011) notes that the generic strategy atlaplieoffer an organization three ways
of coping with these forces and achieving sustdenabst advantage: cost leadership,
differentiation, and focus. However, what makes diegelopment of operation strategy
particularly challenging is that not only shoulce thesource-based and market based
views of strategy be considered at a point in tilmgt, the changing characteristics of
markets and the need to develop operations catebibver time means a dynamic as

well as a static view of strategy is required.

Operations strategies are developed from compettnorities of an organization, which
include low cost, high quality, fast delivery, flbiity, and service (Skinner, 1974; Ward
et al. 1998). These strategies also depend on qragifiers and winners, which relate to
requirements for success in the market place. Capabilities are the means by which
competitive priorities are achieved. Consequerttye capabilities must align directly
with competitive priorities (Hayes et al. 2005). &eoid confusing core capabilities with
competitive priorities, we label the capability @insions as follow: conformance quality,
cost efficiency, delivery dependability, flexibleesponsiveness, new product
development and new product introduction (Noble5t9®ard et al. 1995; Vickery et al.

1997; Ward et al. 1998; Ward and Duray 2000).



1.2 Savings and Credit Co-operative Societies (SACCOYS)

According to Frans A.J. Ruffini et al (2000), pration organizations have always had to
deal with many different changes in, or coming frotmeir environment. Examples
illustrating this for the past couple of decadedude: new methods for and approaches
to product design (e.g. design for assembly, compbrstandardization, end item
diversification); ever-tougher market demands (eggality, speed, diversity); the
development of new technologies (e.g. new manufiagiuand assembly techniques,
factory automation, information and communicatieahnology, CAD/CAM, ERP); new
forms of organisation (e.g. matrix organisatioantevork, networks).

Operations management (OM) has historically besoaated with physical production
in a factory environment. More recently, howevémhas become increasingly apparent
that the techniques and concepts are also apmitalservice organizations and all types
of production (or productive) activity. OM is mantoncerned about the managing of
production resources critical to strategic growtid @ompetitiveness of a company or
organization. It entails the design, operation,tanand updating of systems responsible
for the productive use of human resources, equipnaenl facilities in the development

of a product or a service (Chagel., 2001).

The financial services sector is one of the moshidant sectors of the economy and
constitutes a significant proportion of the GDP lafth developing and developed
countries (Harker & Zenios, 1998). With increasifigeralization of the Kenyan
economy, SACCOs have grown to occupy a signifipamtion of the financial industry.
By definition, a co-operative society is an autoooms association of persons united

voluntarily to meet their common economic and dawgeeds through a jointly owned and



democratically controlled enterprise or businesRQERAUSER Africa, 2012). Co-

operatives are divided into two broad categoridger& are the financial co-operatives
(Savings & Credit Co-operative Societies — SACCQ@s)d the non-financial co-

operatives (including farm produce and other comitrexd co-operatives, housing,
transport, and investment co-operatives). In Kenyeg general objective of these
organizations is to protect the economic interestd general welfare of members in
accordance with cooperative values and principldég justification for co-operatives

arises from their potential in maximization of ptef harnessing various skills with
members, enhancing advocacy and bargaining powesting social capital, promoting
investment, providing educational opportunities, piaving market access and

contributing to poverty reduction (Ngaira, 2012).

SACCOs have witnessed significant growth over thst few years compared to other
co-operatives in the country. This growth is paattiributable to the establishment of the
SACCO Societies Act of 2008 that placed licensisgpervision, and deposit taking
under the umbrella of the SACCO Societies Regwatduathority (SASRA). These
prudential regulations have played a major rolstimulating growth and development in
the SACCO sector. SACCOs play an important rolananeasing financial access in the
country. Currently, the penetration of banking s=s, especially among the rural
population, is very law. Almost all the existingnka are concentrated in urban centers
and districts with good infrastructure. Ideallye thoor infrastructure in much of the rural
areas makes the cost of banking high and may mpesks banks to poor returns
(PROCASUR Africa, 2012). According to the Finandiacess Study (2012), there is a

widespread agreement among stakeholders thatitharserious problem of constrained



access to financial services among lower incomeraral households and smaller scale
enterprise. Nonetheless, financial exclusion, ihg@teople without access to any form of

financial services, has fallen from 38.4% to 32.®4the population (SASRA, 2011).

According to the Financial Access Study in Kenyadiwted by the Financial Sector
Deepening Trust and Central Bank of Kenya in 2088CCOs have recorded an
impressive growth from 1970s and by the end of 24 active SACCOS were serving
about 4.5 million members. They had mobilized depand share capital amounting to
USD 2.25 billion (KES 189 billion) and loans to mieens amounting to USD 2.25 billion

(KES 189 billion). The total assets and depositdhaf SACCOs stood at USD 2.95
billion (KES 248 billion) and USD 2.1 billion (KES 180 billiomy close of 2011. At the

end of 2011, Kenya’s financial co-operatives actedrfor 60 per cent of the 14,126
registered cooperatives, forming the most activ@rgant of the country’s co-operative.

However, only half (4,062) of the registered fin@hco-operatives were active as at end
of 2011, with 3,887 of the 4,062 being SACCOs whie rest were housing and

investment cooperatives (Walubengo, 2012).

With specificity of the role of SACCOs in increagifinancial access, financial SACCOs
constitute 45% of the number of co-operatives imyéeand have risen to become a
major player in the financial market. The financB&ACCOs sub-sector can further be
subdivided into deposit taking SACCOs commonly mefé to as FOSA operating

SACCOs and non-deposit taking SACCOs. Based on rbhieee 2010 statistics, there

were a total of 6,007 registered SACCOs in Kenylath®se, 2959 were active meaning
that their annual accounts were audited and thagsaradjistered by the commissioner for

the cooperatives. Of these active SACCOs, 218 wepesit taking (SACCOs operating

8



FOSAs) while the remaining 2,011 were non-deposking (non-FOSA operating
SACCOs). The total membership of SACCOs as at Dbeen2010 was 1,857,566;
accounting for 4.8% of the total population of KanPROCASUR Africa, 2012). This

study concentrates on deposit taking (FOSA opeg&@hCCOSs).

1.3 Statement of the Problem

The turbulent start of the 2kentury brought new challenges for firms, indestriand
countries. According to Ajitabh and Momaya (2008)tvival and success in these times
demand new perspectives on strategy and compegsse Expanding global
competition, rapidly changing markets and techngland increasing complexity and
uncertainty are creating new competitive environt®ierhich demands high quality and
reliability, timely delivery, enhanced customerwsee, rapid new product introduction,
flexible systems, and efficient capital deploymeamnd cost reduction, to effectively
compete in the market. As organizations are fotoe@spond effectively and efficiently
to changing business environment, then the bigleshgd that may face them is gaining
and developing the competitive advantage (Awwa@d32.

In a recent Financial Access Study in Kenya coretlcby the Financial Sector
Deepening Trust and Central Bank of Kenya in 2@68,SACCOs loss of customers is
attributed to the competition from banks througlgative outreach by offering easy
access transaction accounts as well as consumes.|cEhese have been further
compounded by the fact that quite a number of SAE€G&ve a long string of pending
loan applications from members. Some SACCOs payitblet or no dividends/interests
on members’ savings. Some others still have a loan Imultiplier and/or limited

concurrent loans compared to some well performmgnterparts which has even started



ATM services for FOSA customers and manages torasvanore than three times the
members' deposits and can give up to four concur@mns without closing any
applications for the year and gives loans almosnédiately it is applied for by the
member. Another study by Mwaura (2005) establistted SACCOs are also losing
customers to banks due to the unavailability of iImneeded cash to lend, when it is
required. This therefore causes a mismatch inhgadility of funds and the demand for

loans.

Ideally, SACCOs in Kenya have been forced to cahtemth competitive pressures
arising from fundamental changes in the business@ment. They have been forced to
implement adjustments in products, process, pramptdistribution, costs structures,
market research, staff development and market gedition as well as resource
mobilization and lending methods in an attempt apec with competition from cheap
bank loans and substitute micro-finance funds. tAdlse are issues and the ability of
SACCO to meet competitive pressures largely depemsthe formulation of an

appropriate operations strategy.

There are various studies that have conducted oousafactors affecting SACCOs

ability to remain competitive and profitable. Opon(2009) conducted a study on the
response of SACCOs to external environment. Theirfgs of the study revealed that
challenges posed by competitive environment wetebfethe SACCOs on a very high

extent. Majority of the SACCOs concentrated on apenal issues at the expense of
strategic ones. The study concludes that SACCQOddlvonstantly scan the environment
to help them come up with flexible strategies fatufe development. Onunga (2011) in

his study on determinants of financial risk facgdSACCOs in Kenya concluded that

10



credit risks and liquidity risks were determinamk financial risks. The study also
revealed that fixed asset level, debt ratio/leveragd dividend influenced the liquidity
risks where governance cost and Debt ratio/levereggtively influences the liquidity

risks.

Other recent studies in Kenya among SACCOs havesémt on; Loan processing and
operations (Korir, 2008), Response of SACCOs tarfoial competition (Mwangi, 2008),

Strategic planning practices among SACCOs (Ngud@9p Adoption of branding by

SACCOs (Mwiti, 2009), Risk management practices SACCOs (Okello, 2010),

Determinants of performance in SACCOs (Kamau, 20Edancial challenges facing
SACCOs (Okundi, 2011), Impact of SACCO Regulatomythority guidelines (Ngaira,

2011), Role of SACCOs in rural financing (Karin2011) and Causes of financial

distress (Ndirangu, 2011).

To the best of the researcher's knowledge, no esutdave been done on operations
strategy and firm-level competitiveness among SAGQ@®ONairobi County. The study
will investigate operations strategy and firm-lev@mpetitiveness in the SACCO

industry.

The research questions of the study included: vibahe extent of cost reduction
operation strategy formulation in SACCOs in Nairdgbounty, what is the extent of
innovation operation strategy formulation in SACG@®%Nairobi County and what is the
relationship between operation strategy and firmelleompetitiveness among SACCOs

in Nairobi County.
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1.4 Objectives of the Study

i. Determine the extent of cost reduction operatioategy formulation in SACCOs
in Nairobi County.
ii.  Determine the extent of innovation operation sgpt®rmulation in SACCOs in
Nairobi County.
iii.  Relationship between operation strategy and firmellecompetitiveness among

SACCOs in Nairobi County.

1.5 Valueof the Study

The study will be useful for the formulation of gamment policy, particularly the
department of Co-operative Development and Marfgetlh will bring to light issues
concerning operation strategies and how legislatican be structured to improve the
overall sustainability of the SACCO industry.

The study will also be useful to students, edusatand researchers. The study will also
be useful to those who may use the findings preseas reference material as grounding
for further research. The final report will be dahble in selected libraries and can guide

further research on strategy and competitiveness.

This study is aimed at developing an understandinipe impact of operation strategy
and firm competitiveness among SACCOs in Nairobu@p. The study is aimed at

benefiting the management teams because theskeapedple entrusted by the members
to take care of their interests in SACCOs. The bekween operations strategy and firm-
level competitiveness will advise on strategiest tban be adopted to enhance

competitive advantage and consequently, high @daifity.
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CHAPTER TWO: LITERATURE REVIEW

2.1. Introduction

The literature review surveys past studies thaeh@een done on operations strategy and
competitiveness and established the theoreticahdations of the issues to be
investigated by this study. The literature revieaimy captures the relationship between
operations strategies: cost reduction and innonagtcategy and how they are linked to

competitive priorities: cost, quality, delivery,dafiexibility.

2.2. Operations Strategy and Firm-Level Competitiveness

Today’s organizations have to deal with dynamic andertain environments. Success
demands that organizations must be strategicallgrawThey must understand how
changes in their competitive environment are unfgdand actively look for
opportunities to exploit their strategic abilitiesjapt and seek improvements in every
area of the business, building on awareness andrstatiding of current strategies and
successes. Organizations must be able to act guicktesponse to opportunities and
barriers. To succeed long term, organizations roastpete effectively and out-perform
their rivals in a dynamic environment. This canydoé accomplished when organizations

find suitable ways for creating and adding valuetif@ir customers (Pearson, 1990).

2.3. Operations Strategy

Every organization must develop a strategy. Esalntia business strategy is all about
gaining competitive advantage with the long termalgaf asset growth rather than short
term corporate profitability. Business strategy mesist to ensure that organizational

resources are allocated more effectively, partrtplavith regard to major resource
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allocation decisions. In this regard, businesstesgnais therefore best conceived not in
terms of the ‘bottom line’ but is more identified bperational terms as it sets the
direction of the business and achieves concentratiml consistency of effort (Ward and
Duray 2000).

Operations strategy is an important segment ofnegsi strategy. An organization’s
operations strategy provides an overarching framlewr determining how it prioritizes
and utilizes its resources to gain a competitiveaathge in the market-place. Today’s
operations managers face many new challenges w#pect to strategy issues, from
developing effective strategies to properly impletmg them throughout the

organization.

It involves the development of a long term plant tbaides the utilization of major
resources of the firm to achieve a high degreeoafpatibility between resources and the
firm’s long-term corporate strategy. It addressesywbroad questions about how these
major resources should be configured to achieveltisged corporate objectives. There
are various external factors that influence openatistrategy decisions, the main one
being an increase in competition being driven bgbglization and technological
advancements. As such, operations managers musistrily develop new ways of
achieving faster delivery times, more variety, higlality, and low material costs, in less
available time in order to compete effectively.doing this, managers must realize that
competitors can copy successful operation stragemiel implement them at a faster rate
hence neutralizing to some degree their competdtheantage. This forces managers to
be consistently on the lookout for better stratedieat differentiates them from their

competitors.
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According to Mintzberg (1978), operations strategyefined as a “pattern of decisions”
in allocating resources across operational deciai@as. Resources can be tangible or
intangible inputs needed for the value creatiorc@ss and are not necessarily limited to
equipment, skills of employees, and technology @$agt al., 2005). Further, the
extended resource-based view argues that whileures® are necessary, they are not
sufficient to create heterogeneous sustainable ebtive advantage across firms and
times because they can easily be obtained by cawnsetthrough development,

acquisition, among other means (Grant, 1991; G&odbhn, 1999).

For this reason, capabilities defined as “the ciypdor a team of resources to perform”
productive tasks or activities (Grant 1991, p. 118 viewed as the main source of
competitive advantage. Hayes et al (2005) notettieste capabilities are interwoven in
the behaviors of people and operating processdsmat firm. They are often complex,
dynamic and firm-specific in nature. This implidsat creating capabilities requires
coordination between people and other resourcesighr organized, repetitive actions
such as practices and routines governing the flofvsmaterials and information
throughout the value creation process (Grant, 198&je capabilities are the means by
which competitive priorities are achieved. Consediye core capabilities must align

directly with competitive priorities.

It is on this basis that scholars have argueddHatn’s capabilities should be measured
by a “bundle of routines” or practices. Therefanehis study, the operations strategy of
the deposit taking SACCOs will be understood asittem of decisions on the selection

and development of capabilities through a variety strategic choices regarding
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operational practices and processes designed tageathe flows of materials and

information.

Since operations strategy is a functional stratetgyrole is to support a company’s
competitive priorities as dimensions of advantaglative to its competitors. There is a
broad agreement in literature that the operatioresited competitive priorities are cost,
quality, delivery, flexibility and innovation (Mér and Roth 1994; Ward et al. 1995;
Vickery et al. 1997; Ward et al. 1998). These [ities can be supported by different
capabilities and each capability can be develogedugh the adoption of single or
multiple practices and processes. On the other,lthack are capabilities that considered
complementary and must therefore be developed aitivelly or simultaneously such as
conformance quality, cost efficiency, and delivetgpendability in order to achieve

competitive advantage (Ferdows and De Meyer 1990]jéN1995).

There are six dimensions of capability that canpsup the competitive priorities

mentioned. These capability dimensions are confoomaquality, cost efficiency,

delivery dependability, flexible responsivenesswnproduct development and new
product introduction (Vickery et al. 1997; ItthenchLarcker 1997; Ward et al. 1998;
Ward and Duray 2000). Again, these capabilities lbangrouped into two operation
strategies: cost reduction and innovation. Everughothis categorization may seem
overly simplistic, it is informed by the fact thitms have a behavioral tendency to
allocate resources for exploitation and explora{iBenner & Tushman, 2003) on one

hand or improvement and innovation (Peng et aD320n the other hand.
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2.3.1. Cost Reduction Oper ations Strategy

Cost reduction strategy can be defined as a syrakeq focuses on cost savings through
internal efficiency and manifests through the thcapability dimensions: conformance

quality, delivery dependability, and cost efficign@Noble 1995). To understand the
strategy, the particulars of the capability dimensimust also be fully understood.

In this regard, cost efficiency refers to the apilio lower production costs through

efficient operations and process management. Conafioce quality refers to the ability to

make products with consistent quality that meeteegdrupon performance standards.
Delivery dependability refers to the ability to ek on time in the right amount and

product mix as specified by customers (Womack et H)90). There are various

management practices that can be adopted to actwsteeductions. The most common
management practices are lean production, six sigmé quick response manufacturing

among others.

2.3.2. Innovation Operations Strategy

By definition, innovation strategy refers to a t#gy that emphasizes on assisting
customers through flexible operations and concurpeaduct/process development. It
manifests itself through the nurturing of threeastbapabilities: flexible responsiveness,
new product development and new product introdactiblayes et al., 2005). To
understand innovation strategy, the capabilitiest ttonstitute it must also be fully

understood.

Flexible responsiveness refers to the ability tadifyoproducts and associated processes

for non-routine demands. New product developmetfars to the ability to develop new
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products with enhanced styling, features and perdmce for ease of manufacturing.
New product introduction refers to the ability epidly introduce new products into full

scale production (Hayes et al., 2005).

There are various tools that can be exploited taeoe innovation in the firm. It can be
facilitated through internal practices that promdtexibility such as training of
employees and effectively integrating various fioral expertises within and across
firms (Hall, 1987). On the other hand, new proddevelopment can be developed by
creating cross-functional teams and concurrentymidprocess development. It can also
be efficiently introduced at desired quality anthei to the market through flexible

operating capabilities (Hayes et al., 2005).

2.4. Firm Level Competitiveness

The current competitive environment brings manyllehges to firms. The high level of

competition demands new perspectives on compeidgs® In fact, survival in the

current market increasingly depends on a firms’ petiive advantage. Many

researchers have described competitiveness astalimehsional and relative concept.
There are many theories about competitivenessarfighds of strategy, operations and
resource-based view (Barney, 2001). Most compagriesorganized on functional lines
such as marketing, finance, operations, and hawewaiews about their contribution to

the competitiveness of the whole organization. Cetitipeness comes through an
integrated effort across different functions andhdee has close linkage with strategy
process.

By definition, firm level competitiveness refersttee ability of firm to design, produce

and or market products superior to those offerectdaypetitors, considering the price
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and non-price qualities. (D’ Cruz, 1992).Compettiess processes are those processes,
which help identify the importance and current perfance of core processes such as
strategic management processes, human resourcesspes, operations management

processes and technology management processes.

Essentially, competitiveness involves a combinatibassets and processes, where assets
are inherited (natural resources) or created @trfuature) and processes transform assets
to achieve economic gains from sales to custon@uscomes can be achieved through
competitive potentials through the competitivenggecess (Buckley et al, 1991).
However, there are authors who view competitiveneiss the competency approach.
Here, there is an emphasis on the role of factotsrnal to the firms such as firm
strategy, structures, competencies, capabilitiesntovate, and other tangible and
intangible resources for their competitive succelsis is the view favored in the

resource-based approach towards competitivenessgfg2001).

Thus, the ability to develop and deploy capabditznd talents far more effectively than
competitors can help in achieving world-class catitigeness (Smith, 1995). To provide
customers with greater value and satisfaction ttreir competitors, firms must be
operationally efficient, cost effective, and gualitonscious (Ambastha & Momaya,

2004).

The more organizations respond effectively anctieffitly to the changes in the business
environment, they more they develop a competitdsaatage. By definition, competitive
advantage is the extent to which an organizatioabie to create a defensible position

over its competitors (Tracey et al., 1999). Empiristudies show that capabilities can
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allow an organization to shape its competitive atlvge and differentiate itself from its
competitors (Li et al., 2006). Creating a competitadvantage requires determining the
factors that put a firm in a better position in qarison to what competitors do have in

the marketplace. These factors are what are kneveompetitive priorities.

2.4.1. Competitive Priorities

Identifying competitive priorities is consideredkay element of operations strategy.
Since Skinner’'s (1969) early writings in the fi@tloperations management, a common
thread in operations strategy research has beemedbd for identifying among and
achieving one or more core capabilities. With rdgey competitiveness, these core
capabilities are referred to as competitive priesit Although there are semantic
differences, there is broad agreement that thec lzasnpetitive priorities are low cost,
guality, time, and flexibility (Wheelwright, 198#ine & Hax, 1985). In a major review
of operations strategy literature, a fifth competitstrategy: innovativeness was added

(Ward et al., 1998).

24.1.1. Cost

With regard to cost, although all firms are coneerto some degree with it; most firms
do not compete solely or even on this basis. Quostg include direct (production) costs,
productivity, capacity utilization, and inventorduction.

According to Porter (1980), competitive advantagae be achieved by adopting one or
more of the following generic competitive strategi€he first is through cost leadership
strategy, where a firm’s products or services dréow cost relative to competitors,
related and standardized products, economies déssciaternally focused, structured

organization and responsibilities, with intenseesusion of labor. Porter suggests that
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an overall cost leadership strategy requires itasapervision of labor, tight cost control,
frequent and detailed control reports and strudtuveganization and responsibility.
Another strategy is differentiation strategy whigh described in terms of product
uniqueness, emphasis on marketing and researctipléestructure. Finally, focus
strategy implies emphasis on a narrow strategigeta(buyer group, product line or

geographic market) through differentiation, low toosboth.

The main argument behind cost leadership strategpmpetitive advantage is the fact
that competitive advantage can be divided into Ibasic types: lower cost than rivals, or
the ability to differentiate and command a premipinice that exceeds the extra cost of

doing so (Porter, 1991).

2.4.1.2. Quality

On the other hand, quality encompasses productiocepses and marketing functions.
According to pioneering works of authors such asviaa(1987), the dimensions of

guality can be summarized by an eight-dimensioreahéwork: performance, features,
reliability, conformance, durability, serviceabjlitaesthetics, and perceived quality. In
traditional observance of quality control emphassplaced on the conformance
dimension of quality. Therefore, while each of thther dimensions may be possible
drivers of competitiveness, they require more fotestional coordination among

different business units in the firm than do confance quality.

Quality is a core weapon of competition in the ne#pkace. Quality engenders

competitive advantage by proving products that nweeexceed customer needs and
expectations (Lee and Zhou, 2008). Quality is tjearewed as a main source of

competitive advantage through meeting the custoreguirements. There are many
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scholars that have linked quality to competitiveatstgy. Parajogo (2007) considers
quality as a strategic performance as a refleatioa competitive strategy of the firms.
He supports the notion that quality has gone thmoag evolution process, from an
operational level to a strategic level. Thus, gyahould be adopted as a strategic goal in

organizations.

Porter (1980) argues that organizations competeyuality can adopt differentiation
strategy and position their products based on aéwtributes leading to a premium
price. Therefore, quality helps organizations eckatieir competitiveness and leads to
customer loyalty through meeting customer's expgemta. This conclusion leads
organization to view quality as a very competitiveapon that should be adopted as a
competitive strategy playing a major role in cnegfisustaining, and maintaining the

competitive advantage of a given firm.

2.4.1.3. Ddivery

Delivery is a competitive priority where the cusens are interested in satisfying their
needs and wants in the right quantity at the righe. Delivery time is concerned with
the ability to deliver according to the promisethestule. In this case, the business may
not have the least cost or the highest quality pecgdout they are able to compete on the
basis of reliably delivering products when theymige even if the delivery date is in the
future. In some cases, delivery reliability may betadequate. Customers may demand
delivery speed (Ward et al., 1998).

Thus, according to Kumar (2004), “delivery of tleguired function means ensuring that
the right product (meeting the requirements of iguateliability and maintainability) is

delivered in the right quantity, at the right tinne the right place, from the right source (a
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vendor who is reliable and will meet commitmentsainimely fashion), with the right

service (both before and after sale), and, finatythe right price” (p.310).

2.4.1.4. Flexibility

Flexibility focuses on product mix, volume, changeg and modification (Ward et al.,
1998). Flexibility is therefore concerned with h@anfirm can deploy and/or re-deploy
resources in response to changes in contractuaéagmts that are primarily initiated by
customers. As such, a firm may design or plan, gearolumes, and modify product

varieties to meet the demands of customers (BayeéiLawis, 2002).

A firm must be flexible in order to cope with unenty. It must be able to respond
effectively and efficiently to changing circumstasc According to Nakane & Hall

(1991) flexibility is a quick respond to change gwotion volume, change product mix,
customize product, introduce new products, and atkghnology. Upton (1994) on the
other hand understands flexibility as the abildychange or react with little penalty in
time, effort, cost, or performance. These two deéins show that firms must be able to
cope with uncertainty at the lowest cost and tlftiency and effectiveness should be
the basic criteria for performance measuremengaalty with regard to the utilization

of organizational resources.

According to Mandelbaum (1978), flexibility can blassified into action flexibility (the
capacity to take new action to meet new circum&s)nand state flexibility (the capacity
to take new action to meet new circumstances). l@ncontrary Sethi & Sethi (1990)
developed a different classification that categatilexibility into job flexibility (the
ability of the system to cope with changes in jobbde processed in the system) and

machine flexibility (the ability of the system tope with changes and disturbances at the
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machine and work stations). Other classification$terature are product, volume, mix,

machine, labour, market, and process flexibilitiigAg et al., 2002, Das, 2001).

2.5. Conceptual Framework

The following conceptual framework represents tekatonship between operations
strategy and competitiveness variables. The framewdl guide the operationalization

of independent and dependent variables in the study

Independent variables Dependent variables
Conformance quali ne Quality

Cost efficienc Cos

Delivery dependabilit Delivery

Flexible responsivene Flexibility

New product developme

New produc introductior » | Profitability

Source: Author (2013).

Operations strategy is a functional strategy thadb&es a company to attain its

competitive priorities. Operations strategies aftero oriented towards competitive

priorities which are cost, quality, delivery, fledity and innovation. The conceptual

framework links the six dimensions of operationsatsigy: conformance quality, cost

efficiency, delivery dependability, flexible resmiveness, new product development and
new product introduction, to competitive prioriti@giality, cost, delivery, flexibility) and

firm profitability.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1. Introduction

This chapter presents the research methodologyvsitused in conducting the study. It
discusses the research design, target populatiate dollection procedures and

instrument, determination of reliability and vatidas well as data analysis techniques.

3.2. Research Design

The researcher adopted a survey design. Accordingugenda and Mugenda (2003),
survey research is an attempt to collect data fmeembers of the population in order to
determine the current status of that populatiom wespect to one or many variables. The
survey employed quantitative methods. The aim & #hudy was to examine the
relationship between operations strategy and fewell competitiveness among SACCOs

in Nairobi County.

3.3. Target Population

The study area was Nairobi County and the unitraflysis was the various SACCOs
operating in the said region. There are 1,325 SA€@Nairobi County, out of which
only 43 operate FOSAs (SASRA, 2011). The targetufadjon for this study would be
the deposit taking SACCOs operating FOSAs in Naibunty. Target population is
defined as “population from which we would wantctlect data if we were conducting

a complete census rather than a sample surveyr{areggamilli & EImore, 2006).
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There are 43 SACCOs with FOSAs in Nairobi CountARA, 2011). All the 43
SACCOs participated in the study. A total of twependents were drawn from every
SACCO, vyielding a total of 86 respondents. Respotsdevere drawn from Top
Management and included the Chief Executive Offifeeputy Chief Executive
Officers, Finance Managers/Chief Accountants, Ojmra Managers (or equivalent) in

SACCO Societies.

3.4. Data Collection

Data was collected through both secondary and pyimeethods. Questionnaires were
the main data collection tools. The questionnaias administered to the 86 respondents
drawn from the 43 SACCOs in Nairobi County. Thetrimsient contained variables for

operations strategy and firm-level competitiveness.

A 5-point Likert-type scale was used to grade rasps because it permitted the
measurement of relativeness of different aspectheftudy on a single scale (Kothari,
2004). The questionnaire contained 3 sections: SectionoAglst data on general
information; section B sought data on the operatistnategy whereas section C sought
data on the firm-level competitiveness. All thep@sses falling in different categories in
the questionnaire were categorized according to w@weables under investigation.
Secondary data was obtained from journals, books @her resource materials on
operation strategy SACCOs. Review of related stidias also done to compare relevant

information as regards the study.
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3.5. DataAnalyss

The data collected was summarized and screenedetdify missing information and
improper responses. Data was input into SPSS satvi@ purposes of analysis.
Quantitative data was coded and analyzed usingigésge statistics including measures
of central tendency and measures of variability presented using charts, tables and

narratives.

Regression was used to determine the relations#tipe®n operations strategy variables
and firm-level competitiveness variables. A staddarear regression model will be used
in the study: given as Z = a +p + bXotbsxstbyxs+ €. Where z = firm-level
competitiveness, a = z intercept, where x is zaml hy, b, b;, and k are regression
weights attached to the variables.

The variables X x» X3 and X% are conformance quality, cost efficiency, delivery

dependability, and flexible responsiveness respelgti
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CHAPTER FOUR: DATA ANALYSISAND PRESENTATION OF

FINDINGS

4.1. Introduction

This chapter provides the analysis of data, present and interpretation of the results
of the data collected from the field. The preseotadf the data aligns with the objectives

of the study.

4.2. General Information

This section will present and justify the resporsge and provide statistics for the

biographic profiles of the respondents who paréitag in the study.

4.2.1. Response Rate

A total of 86 questionnaires were distributed tala 43 SACCOs in Nairobi County. A
total of 77 were completed and returned. This rgmes a response rate if 89.5%. There
are various researchers that have stated variepemse rates for survey. However, the
general consensus is that 50% is usually considmileduate for analysis and reporting,
60% is considered good, and 70% or more is coreideery good (Rubin & Babbie,
2011). Therefore, at 89.5%, the response rate wasgood and appropriate for analysis
and reporting. Data was analyzed using IBM SPSSo2Idescriptive and inferential

statistics.

4.2.2. Gender

Majority of the respondents were male, represenfi@g’%. Females accounted for

27.3% of the sample. The pie chart below showsakalown of gender distribution.
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Gender distribution

W Male mFemale

Figure 4.1: Gender distribution

4.2.3. Age

Majority of the employees who participated in thedy were aged between 31-40 years
and represented 51.9% of the sample. 26% were lagjacen 41-50 years, 16.9% were

aged between 21-30 years and only a small numtig)5vere aged over 50 years.

Age distribution

W Percent

21-30vyears 31-40vyears 41-50vyears Over 51 years

Figure 4.2: Age distribution
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4.2.4. Duration in the SACCO Industry

Respondents were asked to state how long they bhaga in the SACCO industry.
Majority had been in the industry for more tharethyears (75.3%). Those who had been
in the industry between 1-3 years were 18.2%, wthibse with less than a year old in the

industry were the minority (6.5%).

Duration in the SACCO Industry

Over 3 years I

Between 1 and 3 year

Percent
LOSSthatlyQar‘ II

Figure 4.3: Duration in the SACCO Industry

4.2.5. Duration working with the current SACCO Society

Of those surveyed, 51.9% had worked with their enirrfSACCO for more than three
years, 31.2% between one and three years and Ita8%vorked for less than one year

with their current SACCO.
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Duration with current SACCO

M Lessthat 1year M Between 1and 3year  m Over 3 years

Figure 4.4: Duration with current SACCO

4.2.6. Leve of Education
The researcher was also interested in the leveddoication of the respondents who
participated in the study. As the findings show,jd/ity of them were degree holders

(44.2%), 35.1% had a Masters Degree and 2.6% hBd Hie lowest level of education

recorded was a Certificate/Diploma with 18.2% score

Level of education

PhD 2%

Masters

m Percent

Degree

Certificate/Diploma #

Figure 4.5: Level of education
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4.2.7. Job Title

According to the findings, 24.7% were CEOs, 11.7%revFinance Managers, 10.4%

were Operations Managers, and 53.2% held othestiMajority of the respondents who

indicated that they held titles other than the effeentioned were General Managers or

Assistant Operations Manager/Finance Manager/CEO.

Distribution of job titles

Operations
Manager
10%

Figure 4.6: Job Titles

4.3. Operations Strategy

Operations strategy was divided into six variabtesmiformance quality, cost efficiency,
delivery dependability, flexible responsivenesswngroduct development, and new
product introduction. Each of these variables vested independently and the findings

presented.
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4.3.1. Conformance Quality

The respondents were asked a set of questionadadrfiormation on the best strategies
that their SACCOs were using with respect to canfog with a set of quality standards
that they had established in order to maintainrtieempetitiveness in the financial
services market. Generally, the findings show ahdriglevel of agreement with the

selected indicators. Means above 2.5 show a high t§ agreement.

According to the results of the study, Majoritytbé employees in these SACCOs were
highly specialized (3.68) and as many were unitiergiaduates (3.29). Training was
given crucial importance in the firm’s budgets @,8service delivery activities are
performed in a pre-established and fixed placel(3.9ystem efficiency goals are have
priority when designing service delivery proces9%3, service delivery activities are
performed where it is more convenient for the con&lo (3.77), customer satisfaction
goals have priority when designing service delivprgcess (4.43), all incidents not
prevented in the work procedures must be commuedctd a superior for resolution
(4.00), there is a procedures book, which is knowll workers (3.69), decisions about

Information Technologies adoption are done on #mshof service customization (4.12).

However, there was a low level of agreement with #tatement that most work
procedures in the SACCOs are pre-established amtbtde modified (2.83). This shows
a high level of flexibility in the design of rolesd responsibilities of personnel. From the
ranking of the means there is tremendous focusnsareng that customer satisfaction

goals have priority when designing the servicevaeli process.
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Table4.1: Conformance Quality

Mean Std.
Deviation

Personnel are highly specialized. 3.68 715
More than half of our personnel are university gietds. 3.29 1.145
Training is given a crucial importance in the fisn’ 3.88 1.026
budgets.
Service delivery activities are performed in a pre- 3.91 .861
established and fixed place.
System efficiency goals are have priority when gieisig 3.95 .857
service delivery process.
Service delivery activities are performed whelis ihore 3.77 1.037
convenient for the customer.
Most work procedures are pre-established and cdrenc 2.83 1.093
modified.
Customer satisfaction goals have priority whenglesg 4.43 .696
service delivery process.
All incidents not prevented in the work procedumasst 4.00 .795
be communicated to a superior for resolution.
There is a procedures book, which is known by all 3.69 1.055
workers.
Decisions about Information Technologies adoptien a 4.12 .843

done on the basis of service customization.

4.3.2. Cost Efficiency

The researcher was interested in examining the effistency measures that had been
taken by SACCOs operating in Nairobi County. Tlsidbecause cost efficiency is a key
determinant of the cost of doing business and bgrskon the SACCOs ability to remain

competitive in the financial services industry. l&ar majority was established if the sum
of responses indicating a ‘large extent’ and ‘viange extent’ passed 50%, or mean 2.5,
which is the average.
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The findings show a high level of agreement withtla¢ indicators of cost efficiency.
The respondents agreed that production resourcesioge to those places where service
is delivered (3.42) and that resources for sersgiglesery are located in order to optimise
customer satisfaction and final service deliver$23. There respondents also agreed that
every worker is assigned to an exclusive task (3.9he respondents stated that the
acquisition of Information Technologies in their SBOs is oriented towards costs
reduction (3.66) and that decisions about Inforarafiechnologies adoption are done on
the basis of tasks improvements from the workentpof view (3.95), and finally that
acquisition of Information Technologies in their SBOs is oriented towards customer
satisfaction (3.97). The highest level of agreem&as with the idea that production

resources in their SACCOs can move to those plabese service is delivered (4.32).

Table4.2: Cost Efficiency

Mean Std. Deviation

Production resources can move to those places gkevice 3.42 .898
is delivered

Resources for service delivery are located in otol@ptimise 3.82 .948
customer satisfaction and final service delivery

Every worker is assigned to an exclusive task 3.91 .836
Acquisition of Information Technologies is orienteavards 3.66 1.040
costs reduction

Decisions about Information Technologies adoptiedone 3.95 .978
on the basis of tasks improvements from the wapként of

view

Acquisition of Information Technologies is orienteavards 3.97 .848

customer satisfaction

Production resources can move to those places wher 4.32 787
service is delivered
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4.3.3. Ddlivery Dependability

The ability of a SACCO to deliver its services ably and dependably influences how far
it can remain competitive in the market. The stweys interested in examining the
opinions of SACCO managers on the measures theg kalken to ensure that the

delivery of their services is dependable.

A total of seven indicators were tested. The redpats agreed that the service delivery
system in their SACCOs is designed so there isooreefew ways to perform every task
(3.51). They further agree that variability is dontlly decreased along the service
delivery process large (3.61) and that most sem@®ery activities are oriented towards

service customization (3.96).

The SACCOs surveyed also unanimously stated tlegt dffer a wide range of different

services (4.18), these services are customize@)(&®d that they continually offer new
services to their customers (3.77). The findingeat that SACCOS emphasize mostly
on offering a wide range of services. They were gigrticular that these services

delivered only satisfied one or a small customgnsnt (2.58).

Table 4.3: Delivery dependability

Mean Std.

Deviation
Service delivery system is designed so there isoorefew ways to 3.51 .805
perform every task.
Variability is continually decreased along the se\delivery proces  3.61 .891
Most service delivery activities are oriented tosgmservice 3.96 .733
customization.
The firm offers a wide range of different services 4.18 .807
All offered services are customized. 3.92 .870
New services are continually offered to customers. 3.77 1.025
Services are delivered to satisfy one or few smatomer segment:  2.58 1.291
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4.3.4. Flexible Responsiveness

The researcher was also interested in establistireg level of flexibility and
responsiveness in attaining competitive advantélge.findings of the study were largely
positive. For instance, the SACCOs agreed that toegtantly develop new procedures
for customer delivery (3.71), that new services@metinually developed (3.78) and that
customer opinions are indeed considered when dagigrew services (4.00). Further,
the SACCOs confirm that they have an exclusive temm service design and
development (3.00). Since all the means are abloweaterage; 2.5, SACCOs have a
strategy for high level of flexible responsiveness.

Table 4.4: Flexibleresponsiveness

Mean Std.
Deviation
New procedures for service delivery are continudélyeloped. 3.71 .841
New services are continually developed. 3.78 .853
Customer opinions are indeed considered when degigrew 4.00 1.000
services.
There is an exclusive team for service design aweldpment 3.00 1.203

4.3.5. New product/service development

The study assessed specific objectives that aratecklto new product/service
development in the SACCOs in Nairobi County. Resleots were asked to state
whether the management takes these objectivesopemations strategy that guides the
development of new products and services.

The findings show that Majority of the SACCOs hataken into account all the

objectives. This included reduced time to respandustomer or supplier needs (4.29),
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improved ability to develop new products or sersi¢é4.08), improved quality of your
goods or services (4.34), reduced costs per unitpubu (4.14), improved
communication/information sharing within your emese (4.14) and improved

communication/information sharing with other entesps or institutions (3.61).

Table 4.5: New product /service development

Objectives Mean  Std. Deviation
Reduced time to respond to customer or suppliedsiee 4.29 .686
Improved ability to develop new products or sersice 4.08 .739
Improved quality of your goods or services 4.34 .700
Reduced costs per unit output 4.14 .806
Improved communication/information sharing witlyour 4.14 .838
enterprise

Improved communication/information sharing witlhert 3.61 1.028

enterprises or institutions

In the same vein, respondents were asked whethieigdhe three years 2010-2012, their
SACCO cooperated on any innovation activities wather enterprises or institutions.
This question was important because innovationpEration which is understood as the
active participation with other enterprises or mmmmercial institutions on innovation

activities is common among firms, either for comamror non-commercial purposes.

To this question, the respondents stated that 7&&@oparticipated in such innovation

co-operation agreements, and only 23.4% had nétipated in such arrangements.
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Table 4.6: Innovation Co-operation

Frequency Percent
Yes 59 76.5
No 18 23.4
Total 77 100

Of the SACCOs that had engaged in this kind of peration, the study sought to
establish the type of co-operating partner. Majooit the SACCOs had innovation co-
operation arrangements with their suppliers of popant, materials, components, or
software (76.6%), with clients and customers (74%6)h other enterprises within the
entrepreneurial group, which in this case is otphkyers in the financial services

industry, as well as consultants and private Rete&arDevelopment institutes (68.8%).

There were very few SACCOs (39%) that had innowvatico-operation with
governments/public research institutes (49.4%), peditors or other SACCOs (39%), or

universities (23.4%).

Table4.7: Type of Co-operation Partner

YES NO
Other enterprises within your entrepreneurial group 74%  26%
Suppliers of equipment, materials, componentspfiwsre 76.6% 23.4%
Clients or customers 74%  26%
Competitors or other enterprises in your sector 39%1%
Consultants, commercial labs or private R&D insétu 68.8% 31.2%
Universities or other higher education institutions 23.4% 76.6%
Governments or public research institutes 49.450.6%
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4.3.6. New product introduction

Asked whether their SACCOs had introduced any newsignificantly improved
product/services in the market between 2010 and?,2@lmost all the respondents
answered in the affirmative (98.7%), with only amspondent answering in the negative

(1.3%).

Table4.8: New product introduction

Frequency Percent
Yes 76 98.7
No 1 1.3
Total 77 100

In the same vein, the respondents were asked whiktkie product/ service innovations

during the three years 2010-2012 were new to yarkat; in other words, whether their
SACCOs had introduced new or significantly improgeed or service onto your market
before your competitors. To this question, 74% worédd while 26% denied. In essence,
74% of the SACCOs had introduced their productgises before competitors, while

26% of the SACCOs had introduced their productgises after competitors over the
same period.

Table 4.9: New product introduced before/after competitors

Frequency Per cent
Yes 57 74.0
No 20 26.0
Total 77 100
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For the years 2010 to 2012, 79.2% of the statetthiesr SACCO had introduced new or

significantly improved logistics, delivery or digtution methods, while 20.8% had not.

Table4.10: New logistics, delivery, or distribution methods

Frequency Per cent
Yes 61 79.2
No 16 20.8
Total 77 100

Again, 96.1% of the respondents stated that th&i€GOs had introduced new or
significantly improved supporting activities forgmesses, such as maintenance systems

or operations, accounting, or computing.

Table4.11: New supporting activities

Frequency Percent
Yes 74 96.1
No 3 3.9
Total 77 100

4.4. Firm-Level Competitiveness

4.4.1. Competitive Strategy

Respondents were asked to state the main compesitrategy that their SACCO uses.
Majority of the SACCOs competed mainly in produetigces (37.7%) and product
delivery (32.5%). 14.3% competed on the basis afeprwhile 13.0% competed on

quality. A minority 2.6% stated that their SACCQeas10 competitive strategy.
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Table4.12: Main competition strategy

Frequency Percent
No competition method 1 2.6
Competition in price 11 14.3
Competition mainly in quality 10 13.0
Competition mainly in product/services 29 37.7
Competition in service delivery 25 32.5
Total 77 100.0

4.4.2. Competitive Priorities

Having assessed the firm’'s operations strategy, rdsearch sought to assess the
respondents’ perception of the ability of their S&Qs to achieve competitive priorities.
The table below shows the responses pertainingwo far the SACCOs have achieved
their competitive priorities.

Table 4.13: Competitivepriorities

Mean | Standard deviation
Cost Increase capacity utilization 4.05 .887
Reduce production costs 3.81 1.214
Increase labour productivity 3.75 1.060
Average 3.87 1.06
Quality Provide high-performance products/services 4.14 3.08
Offer consistent, reliable quality 4.16 974
Improve conformance to design specification3.88 .888
Average 4.06 0.948
Delivery | Provide fast deliveries 4.2y .968
Meet delivery promises 4.30 1.040
Improve conformance lead time 4.04 1.044
Average 4.20 1.017
Flexibility | Make rapid design changes 3.34 1.008
Adjust capacity quickly 3.42 1.005
Offer a large number of product features 3,62 .987
Offer rapid volume changes 3.18 1.048
Offer a large degree of product variability 3.49 o4
Adjust product mix 3.71 1.050
Average 3.71 1.022
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4.5. Reationship between Operations Strategy and Firm-level

Competitiveness

For inferential statistics, linear regression wasdito determine the relationship between
operations strategy variables and firm-level coitipehess variables. A standard linear
regression model was used in the study: Z = axt b bxot+baxstbxs+ €. Where z =
firm-level competitiveness, a = z intercept, wherds zero; b, by, b;, and h are
regression weights attached to the variables and.xxsz andx, are the operations

strategy variables

4.5.1. Conformance Quality and Quality

Conformance quality (CQ) refers to the ability takm products with consistent quality
that meet agreed-upon performance standards. Tig sias interested in determining if

there is a significant relationship between CQ aquality.

Ho: =0, CQ is not significantly related to the level s¥rvice/product quality in the

SACCOS

Hi: B0, CQ is significantly related to the level of see/product quality in the

SACCOS

Model Summary

Mode R R Squargq Adjusted R | Std. Error of
I Square | the Estimate

1 958 .905 874 5.63371
a. Predictors: (Constant), Quality
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The coefficient of determination is 0.905, whiclowls that about 90.5% of the variation
in the quality can be explained by the level of foomance to quality standards. The
regression equation appears to be very useful kimggredictions since the value Gf

is close to 1.

The findings show that the F = 28.658, t-statist&.353, and p-value = 0.013

ANOVA?
Model Sum of df Mean F Sig.
Squares Square
Regressior 909.570 1 909.57(0 28.658 013
1 Residual 95.216 3 31.739
Total 1004.784 4

a. Dependent Variable: CQ
b. Predictors: (Constant), Quality

The results show that conformance quality (CQarmasperations strategy developed and
implemented by SACCOs, has a positive and sigmficeorrelation with quality

(r=0.951, p value = 0.013, at0.05 level). Since p=0.013, we reject the nulldtiresis.

Coefficients®
Model Unstandardized Standardize t Sig.
Coefficients Coefficients
B Std. Error Beta
(Constant 5.917 3.754 1.576 213
1 )
Quality .746 139 951 5.353 .013

a. Dependent Variable: CQ
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Conformance quality is also positively but insigrahtly correlated with cost; a
competitive priority ( =0.847, p value = 0.070), delivery € 0.792, p value = 0.110)

and flexibility (r = 0.859, p value = 0.062) (see Bivariate Correlatidppendix 1).

4.5.2. Cost Efficiency and Cost

Cost efficiency refers to the ability to lower prmtion costs through efficient operations
and process management. The regression analysisestablish if there is a significant
relationship between CE and cost.

Ho: B=0, CE is not significantly related to the costsefvices/products provided by the

SACCOS

Hi: B=0, CE is significantly related to the cost of seed/products provided by the

SACCOS

Model Summary

Mode R R Squarq Adjusted R | Std. Error of

I Square | the Estimatg

1 719 517 .356 13.1441d0

a. Predictors: (Constant), Cost

According to the computations, the coefficient etetmination is 0.517, which shows
that about 51.7% of the variation in the cost caneliplained by the cost efficiency
measures implemented by the SACCO. The regressiatien appears to be of average
usefulness in making predictions since the valug isf not very close to 1.

From the findings, F = 3.211,t=1.792, and p ga#0.171
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ANOVA?

Model Sum of df Mean F Sig.
Squares Square
Regressior 554.72( 1 554.720 3.211 7P
1 Residual 518.302 3 172.767
Total 1073.021 4

a. Dependent Variable: CE

b. Predictors: (Constant), Cost

The results show that there is a positive relahgmbetween CE and the cost of products
and services provided by the SACCOS. However,r#iaionship is not significant &

0.719, p value =0.171). Therefore, we accept thiehgpothesis.

Coefficients’
Model Unstandardized Standardizec t Sig.
Coefficients Coefficients
B Std. Error Beta
(Constant) 6.970 9.321 .748 .509
Cost .719 401 719 1.792 A71

a. Dependent Variable: CE

While cost efficiency is positively but not sigméintly correlated with cost, the findings
show that CE is positively and significantly coateld with quality f = 0.893, p value =
0.041, awr 0.05) and flexibility ( = 0.947, p value = 0.015, at0.05). However, it is also
correlated with deliveryr(= 0.654, p value = 0.231), however the relatiomshki not

significant (See Bivariate Correlations Appendix 1)
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4.5.3. Ddlivery Dependability and Delivery

Delivery dependability refers to the ability to ek on time in the right amount and

product mix as specified by customers. To estalilghrelationship between the two

variables, the following hypothesis was developed:

Ho: p=0, DP is not significantly related to the rate d#livery of services/products

provided by the SACCOS

Hi: =0, DP is significantly related to the rate of dely of services/products provided

by the SACCOS

Model Summary

Mode R R Squargq Adjusted R | Std. Error of
I Square | the Estimate
1 597 .350 134 13.93238

a. Predictors: (Constant), Delivery

From the model summary?is 0.350, which shows that about 35.0% of the ariain
the rate of delivery quality can be explained blivéey dependability measures put in

place by the SACCOS. The regression equation iveyt useful in making predictions

since the value af is not close to 1.
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The findings show that the F-statistic is 1.613tatistic is 1.271 and p-value is 0.293

ANOVA?
Model Sum of df Mean F Sig.
Squares Square
Regressior] 313.814 1 313.814 1.617| .29%
1 Residual 582.333 3 194.111
Total 896.151 4

a. Dependent Variable: DD
b. Predictors: (Constant), Delivery
The results show the delivery dependability is fpesly correlated with deliveryr(=

0.592, p value = 0.293), but the correlation is sighificant. Therefore, we accept the

null hypothesis.

Coefficients®
Model Unstandardized Standardizeq t Sig.
Coefficients Coefficients
B Std. Error Beta
(Constant 11.844 8.886 1.333 275
1 )
Delivery 416 .328 5921 1.271 .293

a. Dependent Variable: DD

Bivariate correlations show that delivery depenlitgbis positively and significantly
correlated with flexibility £ = 0.996, p value = 0.008 at 0.01). It is also positively
correlated with qualityr(= 0.852, p value = 0.067), cost£ 0.661, p value 0.225), and
delivery ¢ = 0.592, p value = 0.293), but these correlatiores raot significant (See
Bivariate Correlations Appendix 1).
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4.5.4. Flexible Responsiveness and Flexibility

Flexible responsiveness refers to the ability tadifyoproducts and associated processes
for non-routine demands. To establish the relatigm between the two variables, the
following hypothesis was developed:

Ho: B=0, FR is not significantly related to the flexibilof delivering services/products to

meet non-routine demands

Hi: =0, FR is significantly related to the flexibilityf delivering of services/products to

meet non-routine demands

Model Summary
Model R R Squarq Adjusted R Square Std. Error of the Estim
1 908 .824 .766 6.55617

a. Predictors: (Constant), Flexibility
The coefficient of determination is 0.824, whiclogis that about 82.4% of the variation

in flexibility can be explained by the ability oAECOs to put in place measures that can
allow them to respond to non-routine demand inraely manner. The regression
equation appears to be very useful in making ptiedis since the value of is close to

1.

The findings show that the F = 42.983, t-statist®. 752, and p-value = 0.033

ANOVA?
Model Sum of Df Mean F Sig.
Squares Square
Regressior] 605.102 1 605.104 14.078 .032
1 Residual 128.950 3 42.983
Total 734.052 4

a. Dependent Variable: FR
b. Predictors: (Constant), Flexibility
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Flexible Responsiveness (FR) is positively and iB@antly correlated with and

Flexibility (r= 0.908, p value = 0.033, ai 0.05). Therefore, we reject the null

hypothesis.
Coefficients®
Model Unstandardized Standardizec t Sig.
Coefficients Coefficients
B Std. Error Beta
(Constant) 3.704 5.265 704 532
Flexibility .848 226 908 3.752 .033

a. Dependent Variable: FR

Flexible responsiveness is positively and signiftbacorrelated with Qualityr(= 0.926,
p value 0.024, at 0.05). However, it insignificantly correlated witost ¢ = 0.784, p

value = 0.117) and delivery € 0.719, p value = 0.171) (See Bivariate Correlations

Appendix 1).
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CHAPTER 5: SUMMARY, CONCLUSIONS AND

RECOMMENDATIONS

5.1. Introduction

This chapter provides the findings of the studynatasions, and recommendations

arising from those findings of the study.

5.2. Summary of Findings

The study used a survey design to investigate ¢ésearch questions. A total of 86
respondents were drawn from a census of 43 SACCgett#s in Nairobi. Data was
collected using self-administered questionnairdscédmpleted questionnaires proceeded
to data analysis. A total of 77 questionnaires wetarned. This represents a response
rate of 89.5% which is sufficiently high to yieldet results sought. Data was analyzed

using IBM SPSS Version 21 for descriptive and iefdial statistics.

Of those surveyed, 72.7% were men and 27.3% weraeno51.9% were aged 31-40
years, 26% were aged between 41-50 years, 16.9% aged between 21-30 years and
only a small number (5.2%) were aged over 50 yedegority had been in the industry
(75.3%) and current SACCO Society (51.9%). A lgogeportion of the respondents also
had a Degree and higher levels of education. Fyr2®7% of the respondents were
CEOs, 11.7% were Finance Managers, 10.4% were @GpesaManagers, and 53.2%

were either General Managers or Assistant Opematitemager/Finance Manager/CEO.

The study was interested in determining the refatigqp between operations strategy and

firm-level competitiveness. There were a totalsof operations strategy variables:
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conformance quality, cost efficiency, delivery degability, flexible responsiveness,

new product development, and new product introduacti

Conformance quality refers to the ability to makeducts with consistent quality that
meet agreed-upon performance standards. The @adgnow that Majority of the
respondents conform to quality standards to a laxgent. Cost efficiency refers to the
ability to lower production costs through efficiemperations and process management.
The findings show that Majority of the SACCOs hasdtituted cost efficiency measures
to a large degree. Delivery dependability refershie ability to deliver on time in the
right amount and product mix as specified by cust@nThe findings show that the
SACCOs had put in place operation strategies tavefelits services reliably and
dependably. Flexible responsiveness refers to thidtyato modify products and
associated processes for non-routine demands.reBés indicate that SACCOs have a

strategy for high level of flexible responsivenassong the SACCOs surveyed.

Innovation strategy refers to a strategy that ersba on assisting customers through
flexible operations and concurrent product/procdsselopment. It manifests itself
through the nurturing of three other capabilitiegexible responsiveness, new product

development and new product introduction.

New product development refers to the ability teedep new products with enhanced
styling, features and performance for ease of natufing. New product introduction
refers to the ability to rapidly introduce new pueats into full scale production. With
regard to the indicators of successful new prodactice development, 43.77% of the

SACCOs have taken these objectives to considertgianarge extent, 35.32% to a very
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large extent and 17.62% to some extent. Only 0.9p%@e these objectives little
consideration and just 1% did not take them intosaderation. Finally, Majority of the
SACCOs had introduced new products/services, logiselivery/and distribution
methods, as well as supporting activities for psses, such as maintenance systems or
operations, accounting, or computing. On firm legempetitiveness, the results show

that products/services is the main competitivaasgnaused by SACCO Societies.

Bivariate correlation studies show that there ipoaitive and significant relationship
between conformance quality and quality, and irfigant relationship with cost,
delivery, and flexibility. The results also indieathat cost efficiency is significantly
related to quality and flexibility, while the colagion with cost and delivery is not
significant. There is a positive and significantlatenship between delivery
dependability and flexibility. The correlation witthe other competitive priorities is
insignificant. Finally, flexible responsivenesscrelated to quality and flexibility, and

insignificantly correlated with cost and delivery.

These results show that quality and flexibility atteerefore central to achieving
competitive advantage. The results do not show eoatively high levels of significance
for cost and delivery. This difference may be ekmd by Boyer & Lewis (2002) who
established that firms do have trade-offs in opemat strategy and that perceived
differences in the level of emphasis on competipvierities vary from one industry to

the other.

The research proves that service operations syrditeg a significant positive and direct

effect on competitive priorities. The results eStibnot only the existence of strong
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links between service operations strategy and Hlktxi but also the magnitude of the
impact of every operations strategy dimension oreryevcompetitive dimension.
Nonetheless, the generalization of these findilg®ther service industries cannot be
guaranteed without cautiousness even though thestobtatistical results for this
relationship suggest the findings are quite reéialduch conclusions have also been

reached by researchers such as Chase (2001) aitmb&8¢2012).

5.3. Conclusons

As the business environment changes, SACCOs aceddo respond effectively and

efficiently in order to gain and develop compestiadvantage. Competitive priorities are
a key decision variable for operations managersrasdarchers. Competitive priorities
denote a strategic emphasis on developing certam dapabilities that may enhance
organizational position in the marketplace. Suclplessis may guide decisions regarding
the production process, capacity, technology, ptapnand control. The senior

management of the SACCO Societies are responsibledking these decisions and by
extension can influence operations strategy. Witlidasing competition, SACCOs must

develop operations strategies that can enable #obieve competitive priorities.

The study confirms that there exists a positivatr@hship between operations strategy
and firm-level competitiveness. The findings albow that SACCOs have put in place
cost reduction and innovation strategies to entt@en achieve competitive advantage in
a dynamic and rapidly growing Kenyan financial n&rkThis was evident in all the
operations strategy variables analyzed: conformangaity, cost efficiency, delivery
dependability, flexible responsiveness, new proddevelopment, and new product

introduction. While the main competitive strategged by SACCO Societies in Nairobi
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County, the Managers perception show that they akieving their competitive

priorities.

5.4. Recommendations

The findings of this research suggest linking opens strategy to competitive advantage
is the master key for a firm to survive in the dyma and highly competitive
environment. The positive and significant relatitps between conformance quality
(CQ) and quality, cost efficiency (CE) and quabtyd flexibility, delivery dependability
(DD) and flexibility, and flexible responsivenesgtwqguality (FR) shows the importance
of quality and flexibility in achieving competitivadvantage in SACCOs. This shows that
operations strategy should place an emphasis oncdhgpetitive priorities such as
quality, cost, flexibility, and delivery to achievdevelop, and maintain the competitive

advantage.

Another critical element of operations strategyoiwes translating competitive priorities
into operational capabilities. Once managers h&wasen their firm’s priorities or goals,
they must carefully match their operating decisibmslevelop appropriate capabilities.
While trade-offs may exist among physical, techgaal, and management realities,
SACCOs will not be successful unless appropriateratpng decisions are made. The
findings show positive but insignificant relationsh between operation strategies and
some competitive priorities, for instance betweenfarmance quality and cost, delivery,
and flexibility. There is also an insignificant agbnship between cost efficiency with
cost and delivery. Another positive but insignihtaelationship is between delivery
dependability and quality, cost, and delivery. Finathe last one is between flexible

responsiveness, cost and delivery. These relatipghshould be the basis of trade-off

55



decisions, especially concerning where the SACC#2sl io invest more. In other words,
the presence of insignificant relationships shoWwat tthere are areas in operations
strategy that SACCOs need to put more emphasishars, careful choice of competitive
priorities is a critical, but not sufficient stefn the process of developing and
implementing a successful operations strategy hatddompetitive advantage cannot be

achieved if certain components of operations gjsakeve not been improved.

5.5. Limitationsof the Study

The study concentrates on operations strategy antpetitiveness and infers that a
favourable trade-off between operations strategy eampetitive priorities leads to
profitability, despite the fact that it does notrgqaute for the levels of profitability in the
SACCOs. Therefore, it is important that the manag@nof the SACCOs should take
into account all decisions that may enhance théipof the financial institution rather

than singularly focusing on operations strategy.

The time period captured in the study is short.yQfdta for three years (2010-2012)
were utilized. While there were no cases of missiatg from the sample and that all data
collected was used in the analysis, the limitedogeof time can potentially affect the
interpretation of findings. Again, there are inntiva systems that take longer than three
years to be fully implemented. In such cases, iikisly that the impact of their full

integration has not been captured.

5.6. Suggestionsfor Further Study

There are certain limitations of this study thah ¢z solved by further research. It is

worth mentioning that the research has not takém @onsideration the effect of the
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moderating and intervening variables (such as compaize, business unit,
organizational structure, and many others) on #ationships between the operations
strategy and firm-level competitiveness. Furthée sample was limited to SACCO

Societies within Nairobi County.

While these limitations do not affect the accuraéythe findings or the value of this
research, other researchers can include intervewamgbles in future studies, with
specific regard to the role these intervening Jdes (such as company size, business
unit, or organizational structure) play in medigtithe relationship between operations
strategy and competitiveness. Further studies tsm expand the sample to include

SACCO Societies from other regions of Kenya.
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APPENDICES

Appendix 1: Letter of Introduction

UNIVERSI:I;Y OF NAIROBI
SCHOOL OF BUSINESS
MBA PROGRAMME

T'elephone: 020-2059162 P.O. Box 30197
Telegrams: “Varsity”, Nairobi Nairobi, Kenya
Telex: 22095 Varsity

Registration No. -DQD 1 1,10561*‘?’008 ........................
is a bona fide continuing student in the Master of Business Administration (MBA) degree
program in this University. :

He/she is required to submit as part of his/her coursework assessment a research project
report on a management problem. We would like the students to do their projects on real
problems affecting firms in Kenya. We would, therefore, appreciate your assistance to
enable him/her collect data in your organization.

The results of the report will be used solely for academic purposes and a copy of the same
will be availed to the interviewed organizations on request.

i

Thank you. Pt e

);‘
\° B iGE_ o0 J’!
N gr W

eCX 3157 - QA

MBA ADMINISTRATOR
SCHOOL OF BUSINESS
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Appendix Il Bivariate Correlations

CQ CE DD FR Quality Cost Delivery Flexibility

Pearson 1 977 957 990 .951 .847 792 .859
Correlation i *

CQ
Sig. (2-tailed) .004 .011 .001 .013 .070 110 .062
N 5 5 5 5 5 5 5 5
Pearson 977 1 996 .988 .893 .719 654 047
Correlation i : i

CE
Sig. (2-tailed) .004 .000 .002 .041 .171 231 .015
N 5 5 5 5 5 5 5 5
Pearson 957 .996 1 .973 .852 .661 592 966"
Correlation . :

DD
Sig. (2-tailed) .011 .000 .005 .067 .225 .293 .008
N 5 5 5 5 5 5 5 5
Pearson 990 .988 .973 1 .926 .784 719 .908
Correlation . : :

FR
Sig. (2-tailed) .001 .002 .005 024 117 171 .033
N 5 5 5 5 5 5 5 5
Pearson 951 .893 .852 .926 1 .937 .903 724
Correlation

Quality
Sig. (2-tailed) .013 .041 .067 .024 022 .036 .166

N 5 5 5 5 5 5 5 5
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Pearson 847 719 .661 .784 .931 1 .994" 463
Correlation

Cost
Sig. (2-tailed) .070 .171 .225 .117 .022 .001 432
N 5 5 5 5 5 5 5 5
Pearson 792 654 592 .719 .903 .994 1 .382
Correlation !

Delivery
Sig. (2-tailed) .110 .231 .293 .171 .036 .001 526
N 5 5 5 5 5 5 5 5
Pearson 859 947 .966 .908 .724 .463 .382 1

Flexibilit Correlation !

y Sig. (2-tailed) .062 .015 .008 .033 .166 .432 526
N 5 5 5 5 5 5 5 5

**_Correlation is significant at the 0.01 levekH@iled).

*. Correlation is significant at the 0.05 level tdled).
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Appendix [11: SURVEY INSTRUMENT

A survey on operations strategy and firm-level competitivenessamong SACCOsin

Nairobi County.

This questionnaire seeks to examine operationtegirand firm-level competitiveness
among SACCOs in Nairobi County. The study will @aop with recommendations to
enhance the management practices of SACCOs andeseprovided by SACCOs. You
have been selected to participate in this studyrapresentative of your SACCOs.
Kindly answer the questions honestly. The inforovagiathered in this research will be

treated with outmost confidentiality and will beistly used for the academic paper.

PART A: GENERAL INFORMATION

1. Name of the SACCO

2. Gender: Male [ ] Female [ ]
3. For how long have you served in the SACCO Industry?

Less than 1 year ( ) Between 1- 3 years)Over 3 years ( )
4. How long have you worked for this SACCO?

Lessthan 1l year( ) Between 1- 3 years) Over 3 years ( )
5. What is your age?

Under20yearsold [ ] 21-30 yeads [ 1] 31-40yearsold| ]

41-50 years old [] Over 51 years old [1]

6. Level of Education

Secondary [ ] Certificate/Diploma [ ] Degree []
Masters [] PhD [1]

7. What is your current job title?
CEO [] Operations Manager [ ] Finance Mamage [ ]
Any other [ 1(Please specCify).......cccovieiiiiiiiiiiiiiiens
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PART B: OPERATIONSSTRATEGY

B1: Cost Reduction Strategy

B1 (A): Which statements best describes your SAC&i€degies with respect to

conformance to quality standards set in order tware competitive in the market?

Not at

all

Small

extent

Some

extent

Large

extent

Very large

extent

Personnel are highly specialize

.

More than half of our personnel

are university graduates.

Training is given a crucial

importance in the firm’s budgets.

D

Service delivery activities are
performed in a pre-established

and fixed place.

System efficiency goals are hav
priority when designing service

delivery process.

e

Service delivery activities are
performed where it is more

convenient for the customer.

9)

Most work procedures are pre-
established and cannot be

modified.

h)

Customer satisfaction goals ha
priority when designing service

delivery process.

e

All incidents not prevented in th
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work procedures must be
communicated to a superior for

resolution.

J) There is an operational manual

which is known by all workers.

k) Decisions about Information

Technologies adoption are dong

1%

on the basis of service

customization.

B1 (B): How do the following statements describe tst efficiency measures taken by

your SACCO in order to remain competitive in therked?

Not | Small | Some | Large | Very
at all | extent | extent | extent | large
extent

a) Production resources can move to
those places where service is

delivered

b) Resources for service delivery are
located in order to optimize
customer satisfaction and final

service delivery

c) Resources for service delivery are
located in order to optimize space

and maximize efficiency.

d) Every worker is assigned to an

exclusive task

e) Acquisition of Information
Technologies is oriented towards costs

reduction

f) Decisions about Information
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Technologies adoption are done on the
basis of tasks improvements from the

worker point of view

g) Acquisition of Information
Technologies is oriented towards

customer satisfaction

B1(C): Has your SACCO implemented the followingidety dependability measures to

gain remain competitive in the market?

Not | Small |Some |Large | Verylarge

at all | extent | extent | extent | extent

Service delivery system is designed [so

—

there is one or a few ways to perforn

every task.

Variability is continually decreased

along the service delivery process

Most service delivery activities are
oriented towards service

customization.

The firm offers a wide range of

different services

All offered services are customized.

New services are continually
introduced to customers.

Services are delivered to satisfy one| or

few small customer segments.
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B2: Innovation Strateqy

B2 (A): What is your level of agreement with thedeof product design and

development in your SACCOs operations strategy?

Not | Small Some | Large | Very
atall | extent | extent |extent |large
extent

a) New procedures for service
delivery are continually

developed.

b) New services are continually

developed.

c) Customer opinions are indeed
considered when designing

new services.

d) There is an exclusive team for
service design and

development
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B2 (B): New product/serviceinnovation

i.  How important are each of the following innovatimjectives important to your

enterprise?

Objectives Not Low | Medium | High | Very

relevant High

a) Reduced time to respond to customer or

supplier needs

=

b) Improved ability to develop new products @

services

c) Improved quality of your goods or services

d) Reduced costs per unit output

e) Improved communication/information

sharing within your enterprise

f) Improved communication/information

sharing with other enterprises or institutions

ii.  During the three years 2010-2012, did your SACCG@peoate on any of your
innovation activities with other enterprises ottitugions? (Innovation co-
operation is active participation with other entesps or non-commercial
institutions on innovation activities. Both parteeio not need to commercially
benefit.)

Yes [ ] No []
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lii.  Please indicate the type of co-operation partnéo® Can mark more than one)

YES | NO

a) Other SACCOs

b) Suppliers of equipment, materials, componentspfiware

c) Clients or customers

d) Competitors or other enterprises in your sector

e) Consultants or private research and developmestitutes

f) Universities or other higher education institutions

g) Governments or public research institutes

B2 (C): New product/service introduction

i. During the years 2010 to 2012, did your SACCO ittice new or significantly
improved product/services?

Yes [] No [1]

ii. Were any of your product/service innovations introed during the three years
2010-2012 new to your market? (Your SACCO introdLicew or
significantly improved good or service onto yourrked before your
competitors (it may have already been availabkaénmarkets)

Yes [1] No []

iii. Were any of your product/service innovations introed during the three years
2010-2012 Only new to your firm? (Your SACCO intuogd a new
significantly improved good or service that wagatty available from your
competitors in your market)

Yes [ ] No []
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iv. During the years 2010 to 2012, did your SACCO idtice new or significantly
improved methods of developing products/services?

Yes [] No []

v. During the years 2010 to 2012, did your SACCO idtice new or significantly
improved logistics, delivery or distribution metlsoftbr your inputs, goods, or
services?

Yes [] No [1]

vi. During the years 2010 to 2012, did your SACCO idtice new or significantly
improved supporting activities for your processesh as maintenance
systems or operations, accounting, or computing?

Yes [] No []

PART C: FIRM-LEVEL COMPETITIVENESS

i. What is the main competition method of the entsgti

No competition method [1]
Competition in price []
Competition mainly in quality []

Competition mainly in product/service varieties | [

Competition mainly in service delivery []
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ii. What is your agreement with the statement as regaglSACCOs ability to

achieve the following competitive priorities?

Not

at all

Small

extent

Some

extent

Large

extent

Very Large

extent

Cost

Increase capacity

utilization

Reduce production costs

Increase labour

productivity

Quality

Provide high-
performance

products/services

Offer consistent, reliable

quality

Improve conformance to

design specifications

Delivery

Provide fast deliveries

Meet delivery promises

Improve conformance

lead time

Flexibility

Make rapid design

changes

Adjust capacity quickly

Offer a large number of

product features

Offer rapid volume

changes

Offer a large degree of

product variability

Adjust product mix

THANK YOU FOR PARTICIPATING IN THE SURVEY!
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APPENDIX I1V: POPULATION

SACCO Total Assets
1. LENGA TUMAINI 15,110,058
2. NEST 19,102,820
3. ORTHODOX 57,719,000
4. UFANISI 110,781,135
5. ACO 180,454,559
6. KINGDOM 195,387,000
7. NAFAKA SACCO 258,741,271
8. UKRISTO NA UFANISI 263,553,471
9. TRANSCOM 469,334,375
10. TEMBO 493,418,164
11.COMOCO 520,221,440
12.RELI 544,226,323
13.ELIMU 603,421,868
14.MWITO 616,755,314
15.UFUNDI 669,244,737
16.NATION STAFF 677,144,172
17.WANAANGA 812,605,414
18.NAKU 899,600,028
19. SAFARICOM 958,130,547
20.KENVERSITY 958,898,999
21. ARDHI 985,605,794
22.NASSEFU 1,026,686,232

23.KENPIPE SACCO

1,134,770,226

24 WANANDEGE

1,206,286,516

25.ASILI 1,219,588,294
26.CHAI(KTDA) 1,267,422,971
27.JAMII 1,271,286,978

28.MAISHA BORA

1,305,417,7471

4
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29.WAUMINI 1,386,326,9471
30. TELEPOSTA 1,493,162,523
31.CHUNA 1,536,791,659

32.SHERIA SACCO

1,634,614,03(

33.HAZINA SACCO

2,010,281,73(

34.NACICO

2,343,434,52¢

35.MAGEREZA

3,350,874,448

36.KENYA BANKERS

4,287,259,898

37.UKULIMA 5,080,073,524
38.UNITED NATIONS 5,610,570,727
39.STIMA 7,703,900,792
40.KENYA POLICE 7,862,320,203

41.AFYA

10,248,782,459

42. HARAMBEE SACCO

15,909,438,522

43. MWALIMU

19,305,419,928

Source; SASRA (2011)
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