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ABSTRACT
This research study was on the various competisivategies adopted by large
supermarket chains in Nairobi City County. The gthdd one objective. It seeked to
establish influence of competitive strategies omfgsemance of large supermarket
chains in Nairobi City County as well as determtine challenges encountered by the
large supermarket chains in implementing competigtrategies. The study used a
descriptive research design. Primary data was atetlefrom 5 large supermarket
chains in Nairobi County using questionnaires. @fap and pick method was used to
collect data from the respondents. Descriptiveisties was used to summarize the
data. These include percentages, frequencies,haids¢ tabulations and narratives.
The study concluded that most of large supermarkains in Nairobi City County
had already adopted competitive strategies to resgo ever changing customer
needs and competitive marketing nature wherebierdifitiation strategy, cost
leadership strategy were the key competitive giase adopted by most large
supermarket chains which were surveyed with prastisuch as pricing products
below that of competitors, strategic location opesumarkets to customers, offering
unique customer service which is not easily imdaontinuously cutting cost across
retail value chain, outsourcing and increased aatmm. The other competitive
strategy also employed to little extent includesgus strategy. Further the study
concluded that there were various challenges fégethrge supermarket chains in
Nairobi County in applying the competitive strategyi Management style, inter-
functional conflicts, need for compliance by Coni@t Authority of Kenya,
resistance to change, poor communication and iogpiate strategy were established
as the challenges facing large supermarket chalmenwmplementing competitive
strategies.
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CHAPTER ONE: INTRODUCTION

1.1 Background of Study

No single organization exists in a vacuum. All arigations lend themselves to the
environment and therefore are regarded as envirohreensitive. One of the
challenges presented by a dynamic environmentcieased competition. To ensure
survival and success, firms need to develop capabil manage threats and exploit
emerging opportunities. This requires formulatidrswategies that constantly match
capabilities to environmental requirements. Sucadbssefore calls for proactive
approach to business through formulation and implgation of competitive
strategies (Wangari, 2012). A firm's competitivevieanment comprises of the
following set of factors; threat of new entrantspgliers, buyers, product substitutes
and the intensity of rivalry among competitors thaectly influences a firm and its

competitive actions and responses (Gha)., 2010).

The resource-based view theory emphasizes thesfiprgctices and resources as the
fundamental determinants of performance (RamosiBeez and Ruiz-
Navarro,2004). Knowledge-based theory considers wledge as the most
strategically significant resource of a firm agsitdifficult to imitate and source of
sustained competitive advantage and corporate noesftce (Ludwig and Pemberton,
2011).Contingency theory argues that competitivetesgjies used by firms and time to
time contextual and not a ‘one-size-fits-all' (Mefl, 2003).Thus, there is no one or

single best way or approach to manage organizations



Retail sector has always been a competitive sactoifirms within it have to contend
with the dynamics of a changing competitive envinemt (Stokke, 2009). Kenya is
the second advanced country in terms of presensapsErmarkets, after South Africa
with over 494 supermarkets and 17 hypermarkets.Kdrg/an supermarket sector is
composed of five main domestic retail chains: Uchudakumatt, Naivas, Tuskys
and the Ukwala Group. The Kenyan Supermarkets l@se expanded to other

countries within the East African region (Botha &uhalkwyk, 2007).

1.1.1 The Concept of Strategy

Strategy is the complete plan of an organizatiora¢bieve the highest goals or
objectives. The concept of strategy originatechin study of success in war. Strategy
was seen as one of the responsibilities of a lesdachieving planned objective of
winning the war. Military thinking has great relex® on business strategy as it
emphasizes on winning, the importance of leaderahgon taking action to achieve
desired outcomes (Macmillan and Tompoe, 2000).t&jyarefers to the pattern of
organization moves and management approaches wusesthieve organization
objectives and to pursue the organizations misgrickland and Thompson, 1993).
According to Johnson and Scholes (20@8)ategy is concerned with the long-term
direction of the firm, scope of its activities, hdar achieve some advantage for the
organization over competition, search for stratdgigvith the business environment
and creating opportunities by configuring its reses and competences with the aim

of fulfilling stakeholder expectations.

Thompson and Strickland (2005) observe that styategnanagement’s action plan

for running the business and conducting operatidriteey note that a strategy
2



represents a managerial commitment to pursue &art set of actions in growing
the business, attracting and pleasing customerpeting successfully, conducting
operations and improving the company’s financiafgenance. Strategy is important
for it defines the purpose of the organization astiablishes realistic goals and
objectives consistent with that mission in a dedindme frame within the
organization’s capacity for implementation, comnuaites those goals and objectives
to the organization’s members, ensures that thet eifsctive use is made of the
organization’s resources by focusing the resouareshe key priorities, provides a
base from which progress can be measured andish&bh mechanism for informed
change when needed and provides clearer focus gaination, producing more
efficiency and effectiveness and builds strong ®am the staff and the board
(Mintzberg, Lampel, Quin and Ghosal, 2003). Firnespond to competition in
different ways. Some may opt to product improvemenivestiture and

diversification, entry into new markets or even gieg.

1.1.2 Competitive Strategies

A firm's relative position within its industry deteines whether a firm's profitability
is above or below the industry average. The fundaahebasis of above average
profitability in the long run is sustainable comipe¢ advantage which can only be
realized through appropriate and relevant competistrategies. An organization
strategy describes how it intends to create vdioiegs shareholders, customers, and
citizens (Kaplan and Norton, 2003). An organizasostrategy must be appropriate

for its resources, circumstances and objectives.



Porter (1980) viewed competitive strategies asadimensional phenomenon with a
supply side — strategic scope; and a demand sidérategic strength. He later
simplified the scheme into three generic strategiesnely ‘overall cost leadership’,
‘differentiation’ and ‘focus’. According to Portgl980), these combined with the
scope of activities for which a firm seeks to agbi¢hem, lead to the three generic
strategies for achieving above average performamcan industry. Johnsost al.
(2006) on the other hand, perceive competitivetesiias from a business level
perspective and believe that it is the achieventgntompetitive advantage by a
business unit in its particular market. They adwedar a hybrid strategy which
provides a market-facing element to Porter's (1980gdel in the form of price as a
new dimension and its combination with differentiat Sidorowicz (2007) on the
other hand sees competitive strategies as morkbslséd and involving strategic

thinking, innovation, execution, critical thinkingositioning and the art of warfare.

According to Porter (2004), competitive strategiesarily evolve explicitly through

a planning process or implicitly through approactiesated by a firm’s professional
orientation and the incentives of its directorsthAlgh Porter (1980) pioneered
thinking in this field, several scholars have gisrstd his ideas, thus leading to
further research and debate on the topic, withwesks coming from Faulkner and
Bowman (1995), Hax and Wilde (1999), Treacy andrdéma (1993). However it is
Porter's (1980) pioneering thinking and his “Fiverées Model” that has gained
popularity and become the predominant frameworlafalyzing the competitiveness

of firms within an industry.



1.1.3 Organizational Performance

Performance concept is multidimensional involvingneents such as: economic
performance (sales, productivity, profit), socialformance (employee and customer
satisfaction), legal performance (obeying of laws #&|aw-like recommendations), or
social performance (adoption of conduct norms basedethical considerations)
(Hernant, 2009). Performance measures provide tifiermation necessary for
decision makers to plan, control and direct theviiets of an organization. This
comprises of financial and non-financial indicatorsnetrics that are used to evaluate
the growth of the organization, and are consequesfcghe interplay between
environmental factors and internal factors. Thesoahllow managers to measure
performance, to signal and educate suppliers on itipgortant dimensions of
performance, and to direct improvement activitigs idbentifying deviations from
standards. Various frameworks have been develap@&itin these goals, including

the balanced score card (Kaplan and Norton, 1992).

Supermarket outlets’ managers are constantly faaéd the challenge of making
decisions and taking actions, in order to satisipstimers’ needs and wants, and
respond to the actions of competitors (Cheeetl., 2010). Kim and Mauborgne
(2005) set out to quantify the impact of creatingmepetitive strategies on a
company’s growth in both revenues and profits stualy of the business launches of
108 companies. The research indicates that thed@@#e products that are provided
are an extension of the product line, which meamprovement of the existing
product in the Red Ocean market segment. Thoseoiraprents are responsible for
the 62% of the total revenue and only 39% of theltorofits. The other 14% of the

products, that are provided, aim to create conipetistrategies. This 14% is
5



responsible of the 38% of the total revenue and @f%he total profits. Because
competitive strategies adopters immediately attcastomers in large volumes, they
are able to generate scale economies very ragpdiying would-be imitators at an

immediate and continuing cost disadvantage.

1.1.4 Large Supermarket Chains in Nairobi County

The retail stores industry is very dynamic with euparkets ranging from sole
proprietors and partnerships like Ebrahims, Jadgl ,niTumaini, EastMatt, and limited

liability companies (Nakumatt Holdings, Tuskys, X8, Ukwala) to public owned

companies (Uchumi Supermarket Ltd). However, lssgpermarkets are: Nakumatt
Holdings, Tuskys, Naivas, Ukwala and Uchumi SupekeialLtd (Wangari, 2012).

Kenya's retail market is getting crowded, so muwt the big players are becoming
uncomfortable. Nakumatt, Uchumi, Ukwala and Tuskys the country's biggest
supermarkets in terms of branch network and shgpyaffic. In the past few years,
these large supermarkets have engaged in rapichggpa increasing competition for
shoppers. Expansion included going into residerdi@as initially dominated by

traditional channels like shops, kiosks and smaglesmarkets.

In Nairobi, the wars for market share have takeimsteeam supermarkets from the
usual commercial areas to residential places, wtnene are squaring off with newer
and smaller entrants like Chandarana, Stagemagtpia#t and Naivas among others
(Masinde,2013).Although the intense competition viagoured by the country’s
expanding middle class expand, with more disposiaglemes and a refined taste in
consumer goods, since 2011, the Country has red¢atdeble digit rise in inflation,

putting strain on consumer buying power.
6



1.2 Research Problem

The organizational design behind the products/sesvidevelopment processes
determine the success of a firm a great deal; wh#éh ever changing business
environment, firms need to respond effectively he key environmental variables
such as competition that determine the acceptafhd¢keo products/services in the
contemporary market. With the rapid changes in eoes tastes, preferences and
increased competition, there is need for firmsdout attention on the competitive
strategy more than ever before. Competitive styatigermines to a great extent the

success of a company amid competition.

However, Adair (2007) state that strategy develapnand implementation is an

intricate process that requires co-ordination andui of key departments and
individuals. Porter (1980) states that every indubs its own battles to fight, the
guest to lead and maintain leadership in the matkedwig and Pemberton (2011)
established that competitive strategies are usedupgrmarkets to attract buyers,
withstand competitive pressure and improve its mamosition. Hernant (2009)

stated that supermarkets use product, knowledgst, ratationship and structural

advantage in being competitive thus improve theinfgrmance. Stokke (2009) study
established that retail chains find difficultieslining rareness, value, inability to be
imitated and inability to be substituted as a cotitipe advantage and rather focus on

cost minimization.

Given that the intensity of competition in the suparkets is increasing and the
nature of this competition changing, it is impottdor all stakeholders to gain

knowledge on how best to employ competitive stiatewithin it in a bid to improve
7



the performance and survival of their firms (Ndumtd Bowman, 2004). In Kenya,
the battle for control of the retail market haseimdified as both foreign and local
megastores roll out expansion plans. This compatitias forced some supermarket
stores such as Woolmatt Supermarket to exit they&emmarket in the wake of
growing competition following a proliferation of germarkets in Nairobi and its

suburbs (Macharia, 2010).

Several studies have been done on retail chaiesstor Kenya such as: Munyoki
(1997) researched on pricing strategies of consugoeds in the retail market;
Imbuga (2005) did a survey on determinants of briydlty to supermarkets in
Nairobi; Kiilu (2008) developed a case study onpooate strategy at Nakumatt
Holdings Ltd; Njiru (2010) studied factors that ehine brand loyalty to
supermarkets in Nairobi. Only Wangari's (2012) stlobked at strategic responses
to competition by the medium and large supermar&ats established that they use
differentiation and focus strategies as exemplifietheir customer service, strategic
location, staff training, increased advertising dmending. However, none of these
studies looked at how competitive strategies imfage performance of large
supermarket chains in Nairobi, Kenya. Thereforgvdedge gap exists. This study
will attempt to fill the gap by answering the follimg: What are the competitive
strategies adopted by the large supermarket cliaiNgirobi? Do these competitive
strategies lead to the large supermarket chainpettive advantage? How do these

competitive strategies influence the performancame supermarket chains?



1.3 Research Objectives
The study seeks to establish influence of competisitrategies on performance of

large supermarket chains in Nairobi County.

1.4 Value of the Study

Creating a sustainable competitive advantage isntlest important goal of any
organization and the most important single attebwt which each firm must place its
most focus. It examines the economics of a firmisibess focussing primarily its
ability to generate excess returns on resourcesogeth This study will add value to
the theories of competitive strategies. It willefetine how effective resource based
view and contingency theories are applied by supéeteis for improved

organizational performance.

In line with the contingency approach, effectivened competitive strategies is
context based. Thus, organizational policy on sgwtshould adopt both standard
strategies and should be flexible enough to developir own to enhance

competitiveness. The study’s findings and recomragads will be a blueprint on

what competitive strategies organizations shouttpaiébr competitive advantage and
performance. Policy makers include the governmadtthe various legal institutions
that are concerned with the operations and regulstof retail chain outlets. The
policy makers will use the results of this studyctame up with the required policies
and laws that will be more productive to the ecop@s a whole as well as adding
value to the industry itself especially with regarth the competitiveness of the

Kenyan retail outlets in the Eastern African region



Competitive strategies allow firms to earn excestsirns for its shareholders and
allow firms to produce or sell goods more effedinban another business. Managers
develop business strategies in order to maintatorapetitive advantage. The study
will be invaluable for management practices esplgcwith regards to competitive
strategies and organizational performance. As ghehstudy will be invaluable to the

management of supermarket chains in Nairobi andrimy
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction
This chapter presents the past or previous stutlashave been done and theories
advanced on competitive strategies. The chaptegrise broken down into theoretical

review and competitive strategies.

2.2 Theoretical Foundation

Ramos-Rodriguez and Ruiz-Navarro (2004) categaoespetitive strategies theory
into three roots of strategic management: econgnsiesiology and psychology. In
their view, transaction cost theory, agency theemglutionary economics and the
resource-based view of the firm derive from theneroic roots of the discipline,
while contingency theory, resource-dependence ¥hemrd organizational ecology

derive from the sociological roots (Furetral, 2008)

2.2.1 Resource-Based View Theory

The resource-based view of the firm (RBV) draw®rdton to the firm’'s internal
environment as a driver for competitive advantagg emphasizes the resources that
firms have developed to compete in the environméniting the early strategy
development phase of Hoskisson’s account of theldpment of strategic thinking
(Hoskissonet al, 1999), the focus was on the internal factorshef firm. From the
1980s onwards, according to Furetral,(2008), the focus of inquiry changed from
the structure of the industry, e.g., Structure-GmtdPerformance (SCP) paradigm
and the five forces model) to the firm’s interndtusture, with resources and

capabilities (the key elements of the Resource-agdew (RBV). Since then, the
11



resource-based view of strategy (RBV) has emergedaapopular theory of
competitive advantage (Furretral, 2008; Hoskissomt al, 1999). The origins of the
RBV go back to Penrose (1959), who suggested thatrésources possessed,
deployed and used by the organization are reallyemmportant than industry
structure. The term ‘resource-based view' was abinguch later by Wernerfelt
(1984), who viewed the firm as a bundle of assetesources which are tied semi-
permanently to the firm (Wernerfelt 1984). Prahatadi Hamel (1990) established
the notion of core competencies, which focus atienbn a critical category of
resource — a firm’s capabilities. Barney (1991palsgued that the resources of a firm

are its primary source of competitive advantage.

To transform a short-run competitive advantage iatosustained competitive
advantage requires that these resources are hetexamgs in nature and not perfectly
mobile; valuable resources that are neither pdyfecitable nor substitutable without
great effort (Barney, 1991). If these conditionddhdhe bundle of resources can
sustain the firm's above average returns. Thubgtoompetitive, a firm’s resources
must be: valuable (resource must enable a firnmpley a value-creating strategy, by
either outperforming its competitors or reduceatsn weaknesses); rare (resource
must be rare by definition and of expected discedrititure above-average returns);
inimitable (competitors are not able to duplicdies tstrategic asset perfectly); and,
non-substitutable (if competitors are able to ceuthe firm’s value-creating strategy
with a substitute, prices are driven down to thenpohat the price equals the
discounted future rents) (Rumelt, 1984; Petera®31%mit and Schoemaker, 1993;

Ludwig and Pemberton, 2011).

12



Thus, true competitive advantage requires the irm'source to display each of the
four characteristics (valuable, rare, inimitablel amon-substitutable) to be a possible
source of a sustainable competitive advantage (Crigetchen, Combs, and Todd,

2008; Ludwig and Pemberton, 2011).

2.2.2 Knowledge-Based Theory

Knowledge-based theory of the firm considers knogée as the most strategically
significant resource of a firm. Its proponents ardghat because knowledge-based
resources are usually difficult to imitate and atlgi complex, heterogeneous
knowledge bases and capabilities among firms aee rtlajor determinants of
sustained competitive advantage and superior catpg@erformance. This knowledge
is embedded and carried through multiple entitietuding organizational culture and
identity, policies, routines, documents, systemsl @mployees. Originating from the
strategic management literature, this perspectivdd® upon and extends the
resource-based view of the firm (RBV) initially pnoted by Penrose (1959) and later

expanded by others (Barney 1991, Conner 1991).

Although the resource-based view of the firm recogm the important role of

knowledge in firms that achieve a competitive adage, proponents of the

knowledge-based view argue that the resource-bpeespective does not go far
enough. Specifically, the RBV treats knowledge ageaeric resource, rather than
having special characteristics. It therefore damslistinguish between different types
of knowledge-based capabilities. Information tedbges can play an important role
in the knowledge-based view of the firm in thatomhation systems can be used to

synthesize, enhance, and expedite large-scale- imna inter-firm knowledge
13



management (Alavi and Leidner 2001). Whether orthetKnowledge-based theory

of the firm actually constitutes a theory has b#ensubject of considerable debate.
See for example, Foss (1996) and Phelan and L&0D0]). The characteristics of the
current business scenarios in which enterprisesgatgewhere their role is becoming
more proactive in terms of gain, achieve, thanka t@mpetition for which they were

prepared to offer their best products with the séal quality that turns to advantage,
leads to consider the scope, role of contingeneprh an aspect that should be

considered by management.

2.2.3 Contingency Theory

Contingency approaches are positioned within mamagé as mid-range theories
between the two extreme views which state eithat tiniversal principles of

organization and management exist or that eachn@af@on is unique and each
situation must be analyzed separately (Hambricl83L9The contingency theory
draws the idea that there is no one or single b&st or approach to manage
organizations. Organizations should then developagerial strategy based on the
situation and condition they are experiencing.Haorg during the process of strategy
formulation, implementation and evaluation, thesairmstrategic management
theories will be applicable to management of orgatndn as tools to assist them in

making strategic and guided managerial decision.

The contingency approach entails identifying comiyorecurring settings and
observing how different structures, strategies lagldavioural processes fare in each
setting (Emery and Trist, 1965). Prominent contiriyetheories have been proposed

and tested relating to organizational environmentsracteristics and structures,
14



competitive conditions and organizational strate@ed organizational characteristics
and behavioural processes (Hofer, 1975; Meilicl§330Meilich (2003) conceived of

complex organizations as open systems faced witkertainty that are, at the same
time, subject to a rationality criterion. He argubdt differences in technological and
environmental dimensions result in differencestmicures, strategies and decision
processes. Hambrick (1983) argues that contingeamyroaches are particularly
useful for competitive strategy because strateggnsart and an approach which
lacked generality and appropriateness of stratdgyuld emphasize contextual

differences.

The contingency approach in strategy holds that appropriateness of different
strategies are contingent on competitive settinfdbusinesses. The competitive
setting is typically defined in terms of environnedn and/or organizational

contingencies, as evidenced by the following rede#nrusts: the appropriateness of
pursuing alternative strategies under various enwirental contingencies (strategies
for competing in stagnant industries; declining usigies; hostile environments;

fragmented, mature and declining industries; déférstages of the product's life
cycle); appropriateness of pursuing alternativatsgies under various organizational
contingencies (strategies for high market shareinbases; low market share
businesses; effective low market share businessesket leaders, challengers,
followers and nichers); and, appropriateness obuyitiralternative strategies under
various environmental and organizational continge¢strategies for leaders and
followers in low and high-growth markets; geneti@gegy options for varying levels

of market attractiveness and relative competitigsifon) (Bloom and Kotler, 1975;

Campos, 1996; Rogers, 2005).
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2.3 Competitive Strategies

Competitive strategy as a topic is diverse with ro@® years of debate and
enhancement (Ansoff, 1965; Hofer and Schendel, 1Pd&er and Miller 1985 and
Barney, 1991). Competitive strategy may be vieWredh two key paradigms, i.e.
endogenous (inward looking) strategies and exogeffoutward looking) strategies.
Early works focused on endogenous strategies dé@sgria firm’s strengths and

weaknesses such as the resource based view efstrat

2.3.1 Porters Generic Strategies

Porter's generic strategies describe how a compangues competitive advantage
across its chosen market scope. There are threigestrategies, either lower cost,
differentiated, or focus (Porter, 1980). Porterimkd that a company must only
choose one of the three or risk that the businesgddwvaste precious resources. A
company chooses to pursue one of two types of ctitwpeadvantage, either via

lower costs than its competition or by differeritigtitself along dimensions valued

by customers to command a higher price. A compdsty eéhooses one of two types
of scope, either focus (offering its products tteseed segments of the market) or

industry-wide, offering its product across many kesisegments.

Porter described an industry as having multiplersags that can be targeted by a
firm. The breadth of its targeting refers to thenpetitive scope of the business.
Porter defined two types of competitive advantalgever cost or differentiation
relative to its rivals. Achieving competitive advage results from a firm's ability to

cope with the five forces better than its rivalhie$e strategies are applied at the
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business unit level. They are called generic gresebecause they are not firm or

industry dependent (Kiechel, 2010).

2.3.1.1 Cost Leadership Strategy

This strategy emphasizes efficiency (Porter, 198y).producing high volumes of
standardized products, the firm hopes to take adgenof economies of scale and
experience curve effects. The product is often aicbao-frills product that is
produced at a relatively low cost and made availabla very large customer base.
Maintaining this strategy requires a continuousraedgor cost reductions in all
aspects of the business. The associated distnbusti@ategy is to obtain the most
extensive distribution possible. Promotional sggteften involves trying to make a

virtue out of low cost product features.

To be successful, this strategy usually requiresrsiderable market share advantage
or preferential access to raw materials, compondgit®ur, or some other important
input. Without one or more of these advantagesstraegy can easily be mimicked
by competitors (Johnson, Scholes and Whittingtod820Successful implementation
also benefits from process engineering skills, pot&l designed for ease of
manufacture, sustained access to inexpensive Lapdse supervision of labor, have
a tight cost control, and incentives based on dusive targets. There are two
avenues for achieving a cost advantage; one isittonanage rivals in the efficiency
with which value chain activities are performed andcontrolling the factors that
drive the costs of value chain activities. This eps through economies of scale,
learning curve effects, the cost of key resourqauis, sharing opportunities with

other organizational or business units within theegrise, the benefits of first mover
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advantage, percentage of capacity utilization, lakfits of vertical integration. The
second is to revamp the firm’s overall value chaireliminate or bypass some cost-
producing activities. This happens through greats of technology applications,
using direct to end user sales and marketing appesa simplifying product design,

stripping away the extras or dropping the ‘somegtior everyone approach’.

2.3.1.2 Differentiation Strategy

Aaker (1984) defines a differentiation strategyoas in which a product is different
from that of one or more competitors in a way tisatalued by the customers or in
some way affects customer’s choice. A successfidrdntiation strategy allows firm
to earn above the average returns. Aaker (1984#)duiargues that a differentiation
strategy is often but not always associated wigihéii price because it usually makes
price less critical. It provides the organizatiothansulator to competitors because of
the brand loyalty and the need to overcome theugmgss. Differentiation strategy
has successfully been used to build customer lpyaitl compete effectively in the

market. Differentiation involves creating a prodtlt is perceived as unique.

The unique features or benefits should provide sopealue for the customer if this
strategy is to be successful (Porter, 1980). Bexauwstomers see the product as
unrivaled and unequaled, the price elasticity ofmded tends to be reduced and
customers tend to be more brand loyal. This cawigeoconsiderable insulation from
competition. However there are usually additionaists associated with the
differentiating product features and this could uiegg a premium pricing
strategy.When using this strategy, a company faciiseefforts on providing a unique

product or service (Hyatt, 2001). Since, the producservice is unique, this strategy
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provides high customer loyalty (Hlavac&saal., 2001). Product differentiation fulfills
a customer need and involves tailoring the productervice to the customer. This
allows organizations to charge a premium price &ptare market share. The
differentiation strategy is effectively implementetien the business provides unique
or superior value to the customer through produglity, features, or after-sale

support.

2.3.1.3 Focus Strategy

In this strategy the firm concentrates on a sdkettarget markets (Porter, 1980). It
is also called a focus strategy or niche stratdéigis hoped that by focusing your
marketing efforts on one or two narrow market segimand tailoring your marketing
mix to these specialized markets, you can bettest it needs of that target market.
The firm typically looks to gain a competitive advage through effectiveness rather
than efficiency (Porter, 1985). It is most suitafde relatively small firms but can be
used by any company. As a focus strategy it mayseel to select targets that are less
vulnerable to substitutes or where a competitionvéakest to earn above-average
return on investments. Several commentators haestigmed the use of generic
strategies claiming they lack specificity, lackxilality, and are limiting. In many
cases trying to apply generic strategies is ligng to fit a round peg into one of
three square holes: one might get the peg intoabrike holes, but it will not be a

good fit (McCracken, 2002).

Focusing begins by selecting a market niche wheugels have distinctive
preferences. The niche is defined by geographicalqueness, specialized

requirements in using the product or by speciaibattes that appeal to members. The
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focuser's basis for competitive advantage is eitlosver costs than competitors
serving that market segment or an ability to offehe members something different
from competitors. A focus strategy based on lowt depends on there being a buyer
segment whose needs are less costly to satisfy tiieamest of the market. On the
other hand, a focus strategy based on differeatiadiepends on there being a buyer

segment that demands unique product attributesh{&é&r2002).

2.4 Competitive Strategies and Organizational Perfonance

Parthasarthy (2007) describes strategy as a siEadions and actions that managers
make and take to attain superior company performaelative to rivals. Beard and
Dess (1981) find both corporate-level strategy dniness-level strategies are
significant in explaining variation in firm profitéity. The business strategy choices
are found to be significant in explaining firm ptability (Beard and Dess, 1981) and
its long-term performance. Allen and Helms (20063 fthat cost leadership strategy
has only one significant tactic- minimizing distitibn costs that affect organizational
performance. Dess and Davis (1984) find that therall’low cost cluster has the
higher average return on assets. Differentiatiostesy is an integrated set of actions
taken to produce goods or services (at acceptaidt that customers perceive as

being different in ways that are important to them.

Porter (1998) and Phillips, Chang, and Hill (198@ygest that differentiation can be
a way of achieving a low-cost position. Porter @P8uggest that the combination of
cost and differentiation strategies will result ppor performance and unlikely to
generate a sustainable competitive advantage excephe most exceptional

circumstances that such a combination resultssinséainable competitive advantage.
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Pongatichat and Johnson, (2008) confirm that tlaeeesome relationships between
strategy and performance measures in various diorensKaplan and Norton (1996)
suggest that a performance measurement systeméehavigical role in translating

strategy into action and also has a supportinginolee development of strategies.

Miles and Snow (1978) identified four competitiieasegy alternatives: prospectors,
analyzers, defenders, and reactors. Prospectoreser innovative businesses and
perceive the environment as dynamic and uncertaiaintaining flexibility and
employing innovation to combat environmental charagel often becoming the
industry designers (Miles & Snow, 1986). Defendeesceive the environment to be
stable and certain, and they seek stability andrecbm their operations to achieve
maximum efficiency (Brunk, 2003). Prospectors aatedders present innovative and
low cost strategic alternatives (Morgan and Berti2®08). Prospectors, analyzers,
defenders are associated with high performancédf drganization’s approach is
aligned with the demands of its environment (Ali@nd Helms, 2006). A fourth
strategy type—the reactor—does not represent a-geglorming strategy, a
conceptualization consistent with the notion ofatggic simplicity (Lumpkin and
Dess, 2006). Resource-based theory emphasizes eunfi;n capabilities,
competencies, and resources in strategy formulationplementation, and
performance (Dutta, Narasimhan and Rajiv, 2005)idDg2011) sums up strategy
evaluation or performance measurement to entaikethbasic activities: an
examination of the underlying bases of organiz&istrategic direction; comparison
of the expected outcomes with the actual outcomeé;taking of corrective measures

to ensure that organizational performance fallaigwith plans.
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In order to achieve a performance that may be densd good relative to other firms
in the industry, Porter (1990) proposes a stratihgy requires a firm to identify
growth segments, work at achieving operationaktifficy and continuously enhance
the quality of its products and services. The cditipeness of firms can greatly be
improved if the chosen strategy is carefully exeduby linking three processes:
people, strategy and operation (Bossidy, Chararu&lg 2002). Should a firm face
difficulty in executing a particular strategy, theens advisable for that firm to create
an effective structure, enhance its communicatimprove its information sharing,
introduce incentives, control systems, institutecadhte policies and procedures and
employ an effective change management strategyb{flek, 2005). Kaplan and
Norton (2006), also suggest the use of the balascerk card as a strategy map that
can help translate the strategy into operatiomahge Ungerer, Pretorius & Herholdt
(2002), state that the template for operationadizine strategy must include nine
important items: setting strategic goals, develgpistrategic measurements,
developing strategic initiatives, establishing besis goals, action to be taken by

members of the team, spelling out responsibilitgadh team.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction
This chapter forms the blue print of how the reskavas conducted. It describes the

research design, population of the study, dat&ctiin and data analysis techniques.

3.2 Research Design

This study was approached through the use of geseriresearch design. Descriptive
research design was chosen as it enabled the gardyalise the findings to a larger
population. This study, therefore, was able to gaise the findings to the large

supermarket chains.

3.3 Population of the Study
The population of the study was the large supergatackains in Nairobi. This study
operationalized large supermarkets as those ownirg than 5 branches. Currently,

the large supermarket chains are: Nakumatt, Tudkgsias, Uchumi and Ukwala.

3.4 Data Collection Methods

The study used primary data sources for the purpbsellecting data. Primary data
sources were used as they exude scientific bagisraary data are non-manipulated.
Primary data was collected using semi-structurestiprenaires. The study used
guestionnaires owing to the ease with which it ez information and ease of
analysis as they are standardized. The questi@mairere administered to the

targeted sample. The questionnaires contained apemlose-ended questions. Using
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five-point Likert scale, the respondents were askedindicate their views on

competitive strategies and their effect on perfaoroea

3.5 Data Analysis

Descriptive analysis was used to analyze the pyintta of quantitative nature
(structured questions).Descriptive statistics sach frequencies and percentages
augmented with measures of central tendency (meadispersion (standard

deviation) and correlation analysis were used.
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CHAPTER FOUR: DATA ANALYSIS, RESULTS AND DISCUSSION

4.1 Introduction

This chapter presents analysis and findings ofstinely as set out in the research
methodology. The purpose of the research was &bkestht how competitive strategies

influence performance of large supermarket chairddirobi County. The study was

carried out successfully and the findings are preskin tables then followed by

discussion. The results presented are based oresearch questions. The primary
data was gathered exclusively from questionnairetlres research instrument.

Questionnaire was designed in line with the obyestiof the study. The data is

presented in qualitative research form followedliscussions of the data results. The

chapter concludes with critical analysis of thelings.

4.2 Response Rate

The study targeted 10 respondents, 2 middle levahagers from each large
supermarket chain in Nairobi County in collectirgalto determine how competitive
strategies influenced the performance of their supeket chains. However, out of 10
qguestionnaires distributed 8 respondents complefdlgd the questionnaires
contributing to 80% response rate which is extrgngelod. This response rate was
reached due to the data collection procedure, wtlibee researcher personally
administered questionnaires and picked them up d¢emee fully filled as illustrated by

the Table 4.1.
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Table 4.1 Response Rate

Response Frequency Percentage (%)
Filled in Questionnaires 8 80
Un returned 2 20
Questionnaires

Total 10 100

Source: Researcher (2014)

4.3 General Background of the Organization

This section was aimed to provide a profile of dinganizations involved in the study
in terms of type of ownership, age of the orgamratnumber of employees and size

of the organization in terms of annual sales tuemov

4.3.1 Type of Ownership

The respondents were requested to specify undechwilgpe of ownership of their

business is registered. The results are as shotie ihable 4.2.

Table 4.2 Type of Ownership

Type of ownership Frequency Percentage (%)
Private Limited Company 4 80
Public Limited Company 1 20

Total 5 100

Source: Researcher (2014)
It can be seen from Table 4.3 above that majo8®@#4) of Large Supermarket Chains

in Nairobi County are registered as Private Limi@ampanies and 20% as a Public

Limited Company.
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4.3.2 Age of the Organization
The respondents were requested by the researchirditate the number of years
their large supermarket chain in Nairobi County badn in operation or in existence.

The results are as shown in table 4.3.

Table 4.3 Age of the Organization

Duration of Existence Frequency Percentage (%)
11-20 Years 2 40
21-30 Years 1 20
Over 31 Years 2 40
Totals 5 100

Source: Researcher (2014)

From the study, 40% of the respondents indicated ttieir large supermarket chain
had been in existence for a period of 11 to 20se#0% of those surveyed had been
in existence for 31 years and the remaining 20%véen 21 to 30 years. This
therefore means that all the large supermarkenshaiNairobi County have been in
operation for over a decade and hence been aldeply a number of competitive
strategies in their operations to ensure survinal @xcellent performance thus being
in a position to outdo their competitors in theareindustry. This has been supported
by the Business Daily dated August"28013 which linked the performance of these
large supermarket chains to the number of yeasshthee been in existence and made
a conclusion that most of them have been able tiome well due to the economic

lessons learnt over time.
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4.3.3 Size of the Organization
The study also sought to establish the size ofelamgpermarket chains in Nairobi

County in terms of number of employees as showtherrable 4.4.

Table 4.4 Size of the Organization

Number of employees Frequency Percentage (%)
501-1000 1 20
1001-2000 2 40
Over 2001 2 40
Totals 5 100

Source: Researcher (2014)

The respondents indicated that 40% of large supdehahains in Nairobi County

had between 1001-2000 employees, 40% of them had2®01 employees while the
remaining 20% had between 501-1000 employees. Due size of these large
supermarket chains, majority of them have employeer 1000 employees. These
findings show that there is a strong correlatiotween the size of the large
supermarket chains and the number of employees.iFhilustrated in The Business
and Management Review Journal Vol 2 (5) of July 2Qhat shows that retail

industry is among the key sectors in offering emplent opportunities for our

economy.

4.3.4 Annual Sales Turnover
The study sought to find out the size of large smaeket chains in Nairobi County in
terms of their annual sales turnover. The resudlteefindings are as shown in Table

4.5.
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Table 4.5 Annual Sales Turnover

Annual Sales Turnover Frequency Percentage (%)
Less than 0.5 Billion 1 20
0.5 — 1.0 Billion 1 20
1.1 - 1.5 Billion 1 20
Over 1.6 Billion 2 40
Totals 5 100

Source: Researcher (2014)

From the study findings, 40% indicated that thegl past year annual sales turnover
of over 1.6 billion, 20% of them had annual salendaver of between 1.1 and 1.5
billion, 20% of the respondents had annual sale®tuer of between kshs 0.5 and 1.0
billion while the remaining 20% of the surveyedglrsupermarket chains had a
turnover of less than 0.5 billion. This means tfhage supermarket chains are among
the key contributors of our Gross Domestic Prod(@DP).According to The
Business and Management Review Journal Vol 3 ofl R04.3, the retail industry has
been established to be one of the fastest growaatpsin our country in terms of
sales turnover due to the fact that most of thgelaupermarket chains are adopting

the strategy of offering their products/servicedamone roof.

4.4 Competition in Retail Industry
In this section the respondents were requesteatéatine retail industry competition in
Nairobi County stating whether the competition waesak, strong or very strong. The

results of the findings are in Table 4.6.
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Table 4.6 Competition in Retail Industry

Type of competition Frequency Percentage (%)
Weak competition 1 20
Strong competition 3 60
Very strong competition 1 20
Total 5 100

Source: Researcher (2014)

The results indicated that majority 60% of the osfents viewed competition in the
retail industry as strong while 20% felt that itsvaery strong while the remaining
20% of the surveyed large supermarket chains itelicthat competition in retail

industry in Kenya is weak. This means that with petition being strong, most of
these retail chains have to adopt various competgtirategies that will ensure their
survival in the increasing competitive retail inttysenvironment. In The Business
Daily for Monday December 812012 this has been illustrated very well wheres¢he
large supermarket chains took their competitionThika Super highway with the

establishment of new branches for all the largailrehains.

4.5 Competitive Strategies Adopted by Large Superniget Chains in Nairobi
County

The respondents were asked to indicate the exdemnhich large supermarket chains
have adopted competitive strategy using a 5-pakdrt.scale ranging from no extent
(1) to very large extent (5) questions. Standardati®ns were used to determine the

varying degree of the responses by the participaritee survey.
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4.5.1 Differentiation Strategy

The respondents were requested to indicate thentexte which their large

supermarket chains had adopted differentiationesiya Findings are shown in Table

4.7.

Table 4.7 Differentiation Strategy

Differentiation Competitive Strategies Mean | Standard

score deviation
Pricing Products below that of competitors 4.9234 0.96426
Strategic Location of supermarket to customers 4.63682 | 0.79763
Offering unique customer service which is not gasilitated 4.29651 | 0.66760
Offering different services/products than the cotitpes 3.93210 | 0.70662
Being Innovative 2.63013 | 1.06638
Mean of Means 4.083792

Source: Researcher (2014)

Most of the large supermarket chains that wereeyiad indicated that to large extent

had applied practice of pricing services below rtlegimpetitors by mean of 4.92,

strategic location of supermarket to customers lepmscore of 4.63 and by offering

unique customer service which is not easily imdaby mean score of 4.29 as a way

of achieving differentiation strategy. Some of tasge supermarket chains indicated

that they offer different services or products tkta&ir competitors and are innovative

as well. This indicates that differentiation conifpet strategy has been applied to a

very large extent with pricing products below tleditcompetitors being the main

strategy with a mean score of 4.92, strategic ionadf supermarket to customers is

rated second with a mean score of 4.63.Innovatiiim a&zmean score of 2.63 plays a

minor role in determining performance as a competitrategy.
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4.5.2 Focus /Niche Strategy
The researcher requested the respondents to iadikat extent they have applied

various aspects of the focus strategy. The findargsshown in Table 4.8.

Table 4.8 Focus /Niche Strategy

Focus Competitive Strategies Mean | Standard

score deviation

Focusing on selling products/services to a padicoarket | 3.13160| 1.08694

niche only

Devoting resources to maintain market leadershtpis 3.02978| 0.97185
niche.

Innovate specific product/service for the niche 2.64491| 1.29497
Mean of Means 2.93543

Source: Researcher (2014)

Most of the large supermarket chains indicated that large extent had focused on
selling the products or services to a particularkatniche by a mean of 3.13,
devoting resources to maintain market leadershtpan niche by a mean of 3.02 and
to a little extent had innovated specific produmtservice for the niche by a mean of
2.64. This indicates that focus competitive strathgs been applied to a moderate
extent with selling products/services to a pardcuharket niche with a mean of 3.13
being the main focus competitive strategy. Inn@mratvith a mean score of 2.64 plays

a minor role in determining performance as a coitipetstrategy.

4.5.6 Cost Leadership
The respondents were requested to indicate thentexte which their large

supermarket chains had adopted cost leadershtpgiras illustrated by table 4.9.
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Table 4.9 Cost Leadership

Cost Leadership Competitive Strategies Mean | Standard

score | deviation
Continuously cutting cost across retail value chain 4.11390| 1.01931
Use knowledge from past experience 3.98803| 0.92118
Outsourcing and increased automation. 3.92790| 1.02397
Exploiting all economies of scale 3.86709| 0.84308
Operating facilities at full capacity 3.49091| 0.90689
Maintaining overheads lower than the industry 3.78082| 0.87720
Providing services at a low cost but of supericaliy 3.37397| 1.01036
Mean of Means 3.79180

Source: Researcher (2014)

According to the study, most of the large supermiarkhains indicated that

continuous cutting of costs across retail valueircheith a mean of 4.11, use of
knowledge from past experience with a mean of 3dfisourcing and increased
automation with a mean of 3.93, exploiting all emmes of scale with a mean of 3.87
and maintaining overheads lower than the industith va mean of 3.78 were

employed as drivers to cost leadership strategyaTmoderate extent the survey
indicated operating facilities at full capacity apbviding services at a low cost but
of superior quality to be less effective meansabfi@ving cost strategy. This therefore
means that cost leadership competitive stratetargely used mainly through cutting

of costs across retail value chain, use of knowdddgm past experience, outsourcing
and increased automation as well as exploiting@homies of scale and maintaining

the overheads lower than the industry.

4.5.7 Correlation Analysis

Multiple regressions is a flexible method of datalgisis that may be appropriate
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whenever a quantitative variable, the dependentcrdgerion variable, is to be
examined in relationship to any other factors, egped as independent or predictor
variables. Relationships may be nonlinear, independariables may be quantitative
or qualitative, and it could examine the effectsaofsingle variable or multiple
variables with or without the effects of other wadles taken into account (Cohen,

2003).

To evaluate marketing strategies which were adopyeslpermarkets for competitive
edge, a number of regressions were undertaken teyngiee the relationship that

existed between strategies and were tabulated.

_ n(Zxy) - Ex)(Xy)
V[ nZx2 = (Ex21 [ nZy? - (Sy)2]

r

Where;

r is the correlation coefficient

N is the number of elements

X is the independent variables

Y is the dependent variables

The study correlatedarge supermarket chains performance with competiti
strategies. This was to establish whether there amas relation between large
supermarket chains performance and competitivetegies. Performance was

measured in terms of annual sales turnover. Resdtpresented in Table 4.10.
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Table 4.10 Correlation of Large Supermarket ChaindPerformance with

Competitive Strategies

Sales| Low | Strategic| Superior | Innovation | Outsourcing
Pricing | Location | Customer and Increase
Service Automation
Sales 1
Low 0.892|1
Pricing
Strategic 0.784 0.980 1
Location
Superior 0.632| 0.692 0.598 1
Customer
Service
Innovation | 0.328|0.429 | 0.391 0.383 1
Outsourcing 0.563| 0.612 | 0.586 0.579 0.573 1
and
Increased
Automation

Source: Researcher (2014)

The correlation matrix indicates that the choice aofmpetitive strategies was

positively related to annual sales turnover of dargupermarket chains. The

competitive strategies that were highly correlategerformance included low pricing

(0.892), strategic location (0.784) and superistaomer service (0.632).Outsourcing

and increased automation (0.563) and innovatid@@2g).had a low correlation.

4.5.8 Strategy Implementation Challenges

Wessel (1993) stated that most of the individuatibes to strategy implementation fit

into one of the following categories; poor commaiian, too many and conflicting
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priorities, top down management style and intecfiomal conflicts. The results are

as shown by table 4.11.

Table 4.11 Strategy Implementation Challenges

Competitive strategies implementation challenges ban | Standard

score deviation
Management Style 4.64329 | 0.68081
Need for compliance by Competition Authority of K&n | 3.85080 | 0.80619
Inappropriate Strategy 3.60978 | 1.07608
Inter-functional Conflicts 4.53189 | 0.95465
Resistance to change 3.78393 | 0.87964
Poor Communication 3.59060 | 1.60821
Insufficient financial resources 3.49662 | 0.92809
Mean of Means 3.92956

Source: Researcher (2014)

According to the study, most of the large supermiadhains indicated management
style with a mean of 4.64, inter-functional cornBlievith a mean of 4.53 as the major
strategy implementation challenges. Need for caamgk by Competition Authority
of Kenya with a mean of 3.85, resistance to chamgea mean of 3.78, inappropriate
strategy with a mean of 3.60, poor communicatiothwa mean of 3.59 and
insufficient financial resources with a mean of Bere rated moderate. These
findings concur with the findings of a study by Réan (2009) which was carried on
supermarkets in Urban Kenya. This study indicateat fast paced technological
changes, changing consumer preferences and risisigod living were the major

challenges that supermarkets in Kenya are forcel@abwith on a daily basis.
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CHAPTER FIVE: SUMMARY, CONCLUSIONS AND

RECOMMENDATIONS

5.1 Introduction

This chapter addressed the summary of the datanfijsdon how competitive
strategies influence performance of large superetadhains in Nairobi County,
conclusions and recommendations are drawn thefdw®f.chapter is structured into
summary of the findings, conclusions, limitation the study and suggestion for

further research.

5.2 Summary of the Findings

The objective of this study was to establish tHki@nce of competitive strategies on
performance of large supermarket chains in Nai@bunty and to determine the
challenges they face in implementing their straegFrom the study findings, most
large supermarket chains have developed variougpetitive strategies in order to
remain competitive in the market where by differatdn and cost leadership
strategies are mostly adopted. The study found ft@ats or niche strategy has not
been emphasized to a large extent by the largermapket chains in Nairobi County.
On differentiation strategy as a competitive stygtehe study found that majority of
large supermarket chains in Nairobi County whiclersurveyed applied the strategy
to a large extent through pricing their productsdo than their competitors, strategic
location of supermarkets to customers and offeninigue customer service which is
not easily imitated. The aspect of differentiatsirategy was applied to a moderate
extent through offering different services or proguthan the competitors as well as

being innovative.
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On cost leadership strategy the study found thstt ljke differentiation strategy, it
was applied to a large extent. The cost leade$pect which the majority adopted
includes continuously cutting cost across the Iretalue chain, outsourcing and
increased automation, operating facilities at @apacity, use knowledge from past
experience and maintaining overheads lower thansimg. The other aspect of cost
leadership applied by large supermarket chains toailerate extent included
exploiting all economies of scale and providingvess at a low cost but of superior
quality. The researcher also sought to find outrtatire of competition in the retail
industry in Kenya and a large percentage of thpamdents indicated that there was
strong competition in retail industry in Kenya. Wriegards to the challenges faced or
encountered by large supermarket chains in impléngeecompetitive strategies, the
study found that management style, inter-functiauailflicts, need for compliance by
Competition Authority as the major challenges. Poommunication, inappropriate
strategy and insufficient financial resources wiee other challenges encountered to

a moderate extent.

5.3 Conclusions of the Study

The study sought to find out how competitive sigae influence performance of

large scale supermarket chains in Nairobi Counite @ssence of competitive strategy
is to enable them cope with competition. The puepok competitive strategy is to

establish a profitable and sustainable positioninatjathe forces that determine
industry competition. Based on the findings, thedg concluded that most of large
supermarket chains in Nairobi County had alreadypsetl competitive strategies to
respond to ever changing customer needs and cdm@etinarketing nature.

Differentiation and cost leadership strategies wire key competitive strategies
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adopted by large supermarket chains with practiesh as strategic location of
supermarkets to customers, pricing products belat 6f competitors and offering
unique customer service which is not easily imdateing employed to a large extent.
Offering different services or products than thenpetitors and being innovative
were used to a moderate extent. Focus or nichtegyravas used to a little extent
through practices such as focusing on selling pt=dor services to a particular
market niche, devoting resources to maintain madadership in this niche as well

as innovating specific product or service for tieha.

Further the study concluded that there were variobagllenges faced by large
supermarket chains in Nairobi County in implememtihe competitive strategies.
These were management style, inter-functional aisfl need for compliance by
Competition Authority of Kenya, resistance to changooor communication,

inappropriate strategy as well as insufficient ficial resources

5.4 Recommendations of the Study

The study recommends that for large supermarkeingha overcome competition
from new entrants, social reforms, technologicalaamtements and globalization
challenges, entire management should emphasizarosus competitive strategies to
ensure that they are focused towards the orgaoimdtbbjectives and aligned to the
need of the market environment. Further the studgommends that large
supermarket chains in Nairobi County should re-looktheir competitive strategies
in terms of opening more braches and increasinig éisset base in order to reach the
ever growing consumer numbers as well as creatiragemess of the various products

and services they offer. The owners, partners andagers of large supermarket
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chains need to develop and adopt strategies thktensure survival of their

supermarket chains in the retail industry and ma&epriority. The large supermarket
chains should know that customer satisfaction abvagmes first. The study also
recommends other imperative competitive stratetfias may be applied by the large
supermarket chains which include diversificationpadduct lines, expansion to new

markets as well as efficient and timely serviceustomers.

5.5 Limitations of the Study

The main objective of the study was to identify hoempetitive strategies influence
performance of large supermarket chains in Nai@inty and the challenges they
face in implementing the strategy. There were smigations for this study. First,
the study included only a small portion of the &amppulation of supermarket chains
in the retail industry because of time limit. Sedpothe competitive strategies pursued
by large supermarket chains in other towns as aglhe challenges they face could
be quite different as opposed to Nairobi. Thire $bhudy did not identify reasons why
strategies fail in their implementation stage. Fynahe researcher encountered other
challenges such as non-cooperation by some ofeggondents targeted for fear that
information might be used for other purposes otthem for academic purposes
despite the assurance by the researcher thatrth@ds would be used solely for the

intended purpose hence not reaching the targetegdisasize.

5.6 Suggestion for Further Research
Since the study targeted large supermarket chaif&irobi County, future research
should be focused to other Counties. Since thereter large supermarket chains in

other Counties, it is possible that they do adafferdnt competitive strategies and
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indeed encounter different challenges. The studyedi at establishing how

competitive strategies influence performance afdasupermarket chains in Nairobi
County. The study did not link specific drivers lwitorresponding strategies. Future
studies should seek to establish various spediiieid that lead to adoption of certain

strategies particularly in retail industry.
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APPENDICES

Appendix I: Letter of Introduction

UNIVERSITY OF NAIROBI
* SCHOOL OF BUSINESS
MBA PROGRAMME
Telephone: 020-2059162 P.O. Box 30197
Nairobi, Kenya

Tclegrams. “Varsity”, Nairobi
Telex 22095 Varsity

DATE.R.‘K.! Al0K

TO WHOM IT MAY CONCERN
The bearer of this letter U’ NQ/NR/A ; Nb' MAF\JW&O&J

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 acadeniic purposes and a copy of the sarme
will be availed to the interviewed oraanizations on request,

/;BA ADMINISTRATOR
SCHOOL OF BUSINESS
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Appendix II: Questionnaire

The purpose of this study is to establish how cditipe strategies influence
performance of large supermarket chains in Nai@dinty. You participation is key
to the success of this study. Your response wilréated with utmost confidentiality.

You are therefore highly encouraged to participathis study.

Instructions: (Please read the instructions given and answer the questions as
appropriately as possible). It is advisable you answer or fill in each seatias
provided. Make an attempt to answer every queshidly and correctly. Please
provide honest and candid answers to the questitms. name is not required in the

guestionnaire

SECTION A: GENERAL INFORMATION

1. Name of the supermarket..................cooiiiii i,

2. What is the legal name of the supermarket?

a) Partnership ()

b) Public Limited Company ()

c) Private Limited Company( )

d) Other ()
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3. What is the number of years the supermarkebbas in operation?

a) 0-10 Years ()

b) 11-20 Years ()

c) 21-30 Years ()

d) Over 31 Years ()

4. What is the Annual Turn Over of the supermarket?

a) Below 500 Million ()

b) 500 Million-1 Billion ( )

c¢) 1.1 Billion-1.5 Billion ()

d) Over 1.6 Billion ()

5. What is the number of employees in the superetark

a) Below 500 ()

b) 501-1000 ()

¢) 1001-2000 ()

d) Above 2001 ()

49



SECTION B: COMPETITIVE STRATEGIES

Competition in Retail Industry.

Type of competition Frequency Percentage (%)

Weak competition

Strong competition

Very strong competition

Differentiation strategy

8. To what extent does your supermarket use diffexon strategy in a bid to

remain competitive? (please tick one )

a) To a very large extent ()

b) To a great extent ()

c) To a moderate extent ()

d) To a little extent ()

e) To no extent ()

9. Rate the level of application of the followingféerentiation strategies in your
company by placing a check mark in the approphbatein a scale of 1-5. where 1=to

no extent; 2=little extent; 3=moderate extent; £&=agextent; 5=very great extent)
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Product Pricing below

competitors

Strategic Location to Customers

Unique Customer Service

Offer different Products/Services

Innovation

Focus strategy

10. To what extent does your supermarket use fettizgegy in a bid to remain

competitive?(please tick one )

a) To a very large extent ()

b) To a great extent ()

c) To a moderate extent ()

d) To a little extent ()

e) To no extent ()

11. To what extent do the following inform focusaségies in your company? Please
rate in a scale of 1-5 by placing a check markha dppropriate box. where 1=to no

extent; 2=little extent; 3=moderate extent; 4=geedéent; 5=very great extent.

51




Focus on selling
Products/Services to a particular

market niche

Devoting resources to maintajin

market leadership in this niche

Innovate specifig

Product/Service for the niche

Cost Leadership Strategy

12. To what extent does adoption of cost leaderakip competitive strategy affect

the performance of the company?(please tick once)

a) To a very large extent ()

b) To a great extent ()

c) To a moderate extent ()

d) To a little extent ()

e) To no extent ()

13. To what extent do you use each of the follomoast leadership options in
response to changes in the market? Please rateKoygtthe appropriate box in a
scale of 1-5 where (1=to no extent; 2=little ext@&x#moderate extent; 4=great extent;

5=very great extent).
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Continuosly cutting cost across

retail value chain

Use knowledge from past

experience

Outsourcing and increased

automation

Exploiting all economies of

scale

Operating facilities at ful

capacity

Maintaining overheads lower

than industry

Providing services at a low cost

but of superior quality

Section C: Challenges in Competitive Strategy Implaentation
14. What are the challenges faced by your supeehairk implementing the

formulated competitive strategies?

THANK YOU FOR YOUR RESPONSE AND COOPERATION
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