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ABSTRACT

The competitive environment is largely uncontrdéaland very wide in scope. This is
significant to an organization because changes ghtoly the external environment are
uncontrollable and require to be responded to wiiser the organization will experience a
strategic misfit and success will be difficult. TBaccess of every organization is therefore
determined by its responsiveness to the environm@rdanizations have to adequately and
promptly respond to challenges of competition ie #nvironment for the organization to be
successful. Ansoff (1999) brought out the needrghnizations to match their strategies to the
level of competitiveness in the operating environm@he environment in which businesses
operate faces stiff competition due to the exisgteoicother firms producing and/or selling the
same products or services. Businesses have aslatoesope with the competition by adopting

strategic responses to it or risk being thrownaduhe market by the same competition.

The study aimed to establish the strategic respongéMwalimu Sacco to competition from
other financial institutions and to determine theltenges that Mwalimu Sacco face from
competition. This research was conducted throughse study. The researcher used Interview
guide as primary data collection instrument. Dadflected was purely qualitative and it was

analyzed by content analysis

From the findings, the study concludes that MwaliBacco has effectively been responding to
challenges brought about by competition from ot®Baccos and other financial institutions. The
study further concludes that strategies MwalimucBaase to respond to the challenges of
competition include repackaging/rebranding of tbanl products, training of staff, continuous
research and development, aggressive promotionjaregeview of interest rates, sourcing for
cheaper sources of funds and benchmarking withr atbeapetitors. From the discussions and
conclusions, the study recommends that although livhwa Sacco has been successful in
neutralizing the challenges brought about by coitipet Mwalimu Sacco should engage in
more interest reduction as a response to its cotopgestrategies whose products and services

are much cheaper.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

The competitive environment is largely uncontrdéaland very wide in scope. This is
significant to an organization because changes ghtolby the external environment are
uncontrollable and require to be responded to wiiser the organization will experience a
strategic misfit and success will be difficult. Thaccess of every organization is therefore
determined by its responsiveness to the environm&he firm competitive environment is the
set of factors the threat of new entrants, supglieuyers, product substitutes, and the intensity
of rivalry among competitors that directly influ@sca firm and its competitive actions and
responses. Strategic response can be seen astittengaf activities of an organisation to the

environment in which it operates

This chapter covers the background on the strateggponses of a firm to challenges of
competition. It begins by discussing the conceBtwétegy followed by a brief discussion of the
strategic responses then the concept of competérmh also relates strategic responses and
competition. It articulates the co-operative movemen Kenya, Mwalimu Sacco Society
Limited, statement of the problem, the objectivethe study and thereafter, the significance of

the study.

1.1.1 Strategy

Strategy concerns what an organization is doingriuter to gain a sustainable competitive
advantage (Porter, 1980). The principal concermroforganization strategy is identifying the

business areas in which an organization shouldicgzte in to maximize its long run

profitability. Johnson and Scholes (1999) view tsigg as the direction and scope of an
organization over the long term, which achievesaatlwge for the organization through its
configuration of resources within a changing enwinent, to meet the needs of markets and
fulfill stakeholders’ expectations. Goldsmith (199%ints out that strategy comprises actions
employed to meet a firm’s long-term objectives. Beand Robison (2000) have recommended

three critical ingredients for the success of efygt These are: Strategy must be consistent with



conditions in the competitive environment, it miske advantage of existing and emerging
opportunities and minimize the impact of major #ise and strategy must place realistic

requirements on the firm’s resources.

Strategy, according to Hill and Jones (2001) isaation that a company takes to attain one or
more of its goals. More precisely, it is the actitvat an organization takes to attain superior
performance. Strategy is the pattern of organinationoves and managerial approaches used to
achieve organizational objectives and to pursue diganization’s mission (Thompson and
Strickland, 1993). Andrews (1971) in a more elabeeaversion, recognized strategy as the
pattern of major objectives, purposes or goalsedtan such away as to define what business the

company is in or is to be in, and the kind of compa is to be.

Ansoff (1988) states that the interest in stratesggs a result of the realization that the firm’s
environment has become increasingly subject to gdnannpredictable and discontinuous from
the past. As a result, objectives alone are ingefit as decision rules for guiding the firm’s

strategic reorientation as it adapts to challentfegats and opportunities. Porter (1996) views
strategy as the creation of a unique and valuatitipn involving a different set of activities.

To achieve that position, the organization must enttkdeoffs in determining what to do and
what not to do in performing activities differentisom its rivals. Strategy is a set of decision
making rules for guidance of organizational behaydnsoff, 1965). Strategy is a means of
solving strategic problems, which are a mismatctwben the internal characteristics of an
organization and the external environment, to ekpdpportunities existing in the external

environment (Aosa, 1998).

1.1.2 Strategic Responses

Pearce and Robinson (1997) defines Strategic respas the set of decisions and actions that
results in the formalization and implementatiorptains designed to achieve a firm’s objectives.
Ansoff (1990) notes that strategic response in@bleanges in the firm’s strategic behaviors to
ensure success in transforming future environnteinategic response is thus a reaction to what

is happening or expected to happen in the envirohme



The survival of a firm is dependent on the strateggsponses to environmental changes. There
are two broad levels of strategic responses innizgtion. These are strategies and operational
responses. The strategic responses are at twts,levieere we have corporate and business
responses. According to Johnson and scholes, Ja0@2corporate level strategy deals with
overall scope and purpose of the organization ausdres the stakeholder expectations are met.
It enables the business decide which business limesoncentration through diversification

integration, divestiture and portfolio management.

The business level strategy determines and defioesthe organization competes in its market
and how long-range objectives will be achieved.isTdan either be through existing or new
products and markets. It involves fitting new stgaés to changing business environment or
stretching and exploiting the competences of ammmgtion. It can also be achieved through
meeting the expectation created by the regulatargg governance framework, powerful
stakeholder, ethical consideration and culture .Baw (1998) noted that a business strategy
critically address the following questions. Whaarket should we be trying to compete in?
How should we try to compete in those segments?at\Wiy competencies do we need to build
to realize their competitive strategy? What doleak like now? And lastly how can we move

forward?

By an organization responding to these questidmsy @are clearly able decide the response
strategy to adopt. Functional divisions undertdie aperational level strategies which contain
more specific guidelines needed for business opgratomponents; for example the Finance
Department Strategies focus on allocation of maonethe organization while accounting and

control focus on how money is used.

Manufacturing Department Strategies focus on prtedtacbe produced quantities required and
periods when required while, the human resourgasegfies deals with acquisition and retention
of human resources in various functional levelsh& organization. According to Bowman

(1998), the functional structure in an organizatemables a firm to gain the specialization

benefits and link the functional level strategigghwhe business strategy (Ansoff, 1990).



1.1.3 Competition

George and Stigler (2008) define Competition asraest between individuals, groups, nations,
companies, businesses, etc. for territory or alionaof resources. It arises whenever two or
more parties strive for a goal which cannot be estham business there are two conventional
types of competition, the imperfect (monopolistar)d perfect competition. In monopolistic
competition, just like with oligopolistic compebti, there is intervention by the government or
collusion by firms to exclude potential entrantattimight compete with the operative firms.
(Clarks 2000) perfect competition, also known a&ouece based competition, means that profits
arise through efficiency and superior resourcemiangible assets (Hamel and Prahalad, 1190)
Pearce and Robinson (1997) hand noted that “thenessf strategy formulating is coping with
competition”. The industry attractiveness and cetitippe position of a firm largely influence
and shape the choice of competitive strategiestadopThis is therefore seen as the key role of
Managers in an organization. Porter (1985) stdtatl ‘“Competition is at the core of success or
failure of firms”. While competitive forces in thedustry can either be passive or active and this
determines the profitability or the attractivene$she industry which is a key consideration for
entry or exit. Competition in an industry contiiyavork to drive down the rate of return on
capital invested. If the returns are below theeexgd rate, in the long run the investors seek

alternative industries.

Therefore, the primary objective of managers ofipsgeking organizations is to maximize the
performance of the firm over time (Rappaport, 198teynor, 1981; Van Horne, 1992).
Bowman and Helfat (2001) found that corporate sgwts an essential management tool and is
important to firm performance, and achieving a @enfance advantage through strategic
initiatives is increasingly important in the finaalcservices industry (Farrance, 1993; Wilkinson
and Balmer, 1996; Young, 1999; Devlin, 2000).

Porter (1980, 1985) argues that superior performaan be achieved in a competitive industry
through the pursuit of a generic strategy, whicldéines as the development of an overall cost
leadership, differentiation, or focus approach moluistry competition which is among the
strategic responses that a firm can adopt. Ifra ibes not pursue one of these strategy types, it



will be stuck-in-the-middle and will experience lemperformance when compared to firms that

pursue a generic strategy (Porter, 1980).

Day and Wensley (1988) argue that competitive nmasttamnsist of skills and resources that are
available for use by firms in a competitive indysifhey define superior skills in terms of staff
capability, systems, or marketing savvy not posskss/ a competitor. A superior resource is
defined in terms of physical resources that arellabla to help strategic implementation.
Examples include operating scale, location, comgmeiveness of a distribution system, brand
equity, or manufacturing or processing assets. Toeyglude that establishing a generic strategy

based positional advantage in the marketplacepnaNide a firm with superior performance.

Bharadwaj et al, (1993) suggest that a competdnheantage can be developed from particular
resources and capabilities that the firm possedsmsare not available to competitors. The
transformation of available skills and resourcés astrategic position can only take place under
conditions that provide a customer benefit, andnadlly requires the transformation of multiple

competitive methods. The ability to implant a destdership, differentiation, or focus strategy is
dependent on a firm's ability to develop a spedét of competitive methods. This becomes the

basis for the achievement of above average indpstrfprmance.

Some contend that firms can follow both cost lesltipr and differentiation strategies
simultaneously (Murray, 1988); however the issumai@s unresolved. Indeed, Miller (1992)
argues that the pursuit of a pure strategy (isrategic response that does not mix emphasis on
both cost and differentiation competitive methods)compared to a hybrid strategy where firms
place similar emphasis on both differentiation apmst leadership competitive methods
simultaneously, is beneficial in markets where comsrs exhibit strong preferences for either
quality or price. He states that “Pure cost leduprss most effective when customers are
sensitive to price and when there is a fightingncleato maintain a cost advantage because of
economies of scale, proprietary technology, or umigccess to cheap materials or channels of
distribution” (Miller, 1992, p. 40). Because Sacc@ustomers are sensitive to both loan and
deposit rates, a SACCO Society following a costiéeship strategy may realize a performance
advantage over competitors that pursue anotherrigesteategy type or those that are stuck-in-
the-middle.



It should be noted that Porter (1980) indicates fiinas cannot focus solely on a cost leadership
or differentiation strategy to the exclusion ofetlstrategies. He contends that cost leaders must
devote some resources to differentiation actiatyy those that pursue a differentiation strategy
cannot do so to the detriment of their cost stmgctiPrior research has identified hybrid
strategies, which are those with simultaneous esiphan both cost and differentiation
competitive methods (Wagner and Digman, 1997).u&lksin-the-middle position is difficult to
identify and prior research may have incorrectbssified hybrid generic strategies and stuck-in-
the-middle positions as equivalent. Also, thesessifecations may have been inconsistently

interpreted and applied from study to study (Wagmet Digman, 1997).

Research on generic strategies has identified @wotenlink between an organization's attention
to one of the Porter (1980) generic strategy tyges performance. Some studies have found
support for a single-strategy performance beneéféanibrick, 1983). Other research has shown
that it is possible to pursue a strategy that wetuboth cost and differentiation competitive
methods (Miller and Friesen, 1986a) although aguerdnce benefit is not always evident. In a
service industry, Kumar et al. (1997) found thagpitals follow five generic strategy groups and

conclude that a focused cost leadership stratetiyeibest route to superior performance.

In a meta analysis of strategy research, CamphaitK2000) found that Porter's (1980) generic
strategy classifications are capable of discrinimgabetween competitive strategy designs in
empirical research and called for repetition obpstudies in different industries using identical
competitive methods on which a principal comporssittion can be employed. Knowing your
competition is the first step in outselling or ceitforming them. You may not need to keep tabs
on every single company that participates in theesarea of the industry as you, since some of
these will be small businesses that make severleomistakes we’ve previously discussed and
fall off the radar quickly. However, you should kea close eye on heavy competitors, usually
the top three or four at least. (George Stigler, 080
This will keep you abreast of what you need to @deétter your own business and make sure

that consumers know why they are choosing your g@md services over the others.



1.1.4 Strategic Responses and Competition

Companies aspiring to meet the challenges of tedayidly changing markets and increasing
global competition require management decisionbedounded on well conceived strategies.
Clearly defined strategies and plans are vitalhg firm is to achieve its objectives while
optimizing the use of its limited resources. Ongamant strategic direction that a firm may
undertake is to be more market orientated (StatkHwut, 1990).

Intense global competition has forced many firm&xamine their core business processes and
to devise plans to respond to an increasingly cditiyee market place. Several factors have
come together to cause this increase in competifibese forces have forced many companies
to critically assess their key competencies andewelop strategies to compete effectively in a
global economy. At the forefront of these effortssé been attempts to improve flexibility and
quality, stimulate innovation, and reduce lead spwehile simultaneously keeping costs down.
According to Andrews (1971) underlying responsesgtobal competition has been the
recognition of the role of product and process imwpment in business strategy. Throughout the
1990s, firms examined and, in many cases, charfgsd quality focus. Instead of relying on
inspecting quality into products, they emphasizetproving product and process design,
implementing process control, and continually inyimg processes (Burns, 1961). Total quality
management became a major element in corporategjréCalingo, 1989). Indeed significant
numbers of large firms adopted quality programsrduthe 1990s (Cvar, 1984) though with

mixed results.

Quality improvement is but one-way for an organ@ato improve its competitiveness. Even in
the absence of competition, improvements in qualign facilitate an organization’s
competitiveness, though as witnessed over the destade, competition has for many
organizations been the driver of quality improvetefforts.

Commercial openings and economic activities rasgifrom globalization have introduced new
competitive strategies among organisations. The®awdustry is not exempt from this new
world context. Market changes are affecting thérersiector and the search for quality to satisfy

customers is making enterprises even more comygetitn terms of the Sacco industry, the



products and services must satisfy consumers, aret demands for high standards related to

comfort, innovation and technology.

Such a competitive scenario, generated by the fmedew products to be introduced in the
market in a short time, according to the customeesds and expectations, meets the newest
competitive strategy paradigm: time-based competi{Stalk and Hout, 1990). Time reduction
in each phase from product creation to delivery esakompanies more integrated with the
customers' constantly changing needs, transforthieig response time in relation to innovation
faster. This factor increases competitiveness aarkeh share. In this case, the total cycle time
must be drastically reduced, which means that alsiness relevant activities such as
manufacturing, order processing, materials acqgomsiand deliveries, among others, must be

reassessed, in order to keep the customers' stibsfan focus.

According to Porter (1985), a firm can gain comjpegiadvantage if it is able to create value for
its buyers, and, "Competitive strategy aims to ldistia a profitable and sustainable position
against the forces that determine industry comipatit Companies can provide this superior
value by offering products/services that are loweprices than that of its competitors, or by
offering benefits that are so unique that consuraegswilling to pay a higher price for it. The
former generic strategy is called the strategy adt deadership while the latter is labeled the
strategy of differentiation. A third strategy, facus when a firm chooses a narrow segment
within its industry and tailors its offerings (dgy) to that segment. Finally, Porter labels firms

that follow each generic strategy but do not aaghiawy of them as "stuck in the middle".

If a firm wishes to pursue the strategy of costléxahip, it has to be the low cost producer in its
industry. A firm may gain cost advantage througbneenies of scale, proprietary technology,
cheap raw material, etc. The strategy of diffeeditn can be used by offering a different
product, a different delivery system, a differerdriketing approach, or by emphasizing different
functional areas within the firm. Firms can alsty ren process innovations and take advantage

of the experience curve phenomenon to improve mtogality (Gale & Klavans 1985).



1.1.5 The Co-operative Movement in Kenya.

A cooperative is an autonomous association of persaited voluntarily to meet their common
economic cultural needs and aspirations througbirdly owned and democratically controlled
enterprise (co-operative societies Act,cap.490,1.968 key idea behind a co-operative society
is to pool the scarce resources’, eliminate thedfeiden and to achieve a common goal or
interest.

Co-operations has been practiced by people frora timmemorial. People organised themselves
to graze cattle communally, built houses, go huntimd even dig sambas together (Mutura,
2006).

Modern co-operative as a practice started in ttae $844 in Britain by Rochdale Pioneers and
its principals are followed world wide(KLB,2003).@%e principals are as follows: voluntary and
open membership, democratic administration, limitédrest on share capital, cooperation with
other cooperatives , promotion of education andipron of dividends to members.

The first co-operative in Kenya was initiated bg turopean settlers in the Rift Valley in 1908.
The cooperative was called Lubwa Farmers Cooper&ociety (Mutura, 2006).1t was not until
1931 when the cooperative societies ordinance bedawthat these societies could formally be
registered as cooperatives. The first society todggstered under the new Act was the Kenya
Farmers Association (KFA) which started as a corgpan1923.A new ordinance was then
passed in 1945 and a commissioner of co-operatage appointed the following year (kibanga,
2004).

By independence time, there were over 600 primarpperatives in Kenya. Kenya National
Federation of Cooperatives (KNFC) was formed in41.@éd in 1966 a new Act was passed
under cap 490 of the laws of Kenya. There are 5registered Saccos out of the total 12,000
registered co-operatives, which is about 44% ofto@ number of co-operatives in Kenya. Out
of the 5,122 Saccos, 150 are rural Saccos (comynbdied) while the rest are Urban Saccos
(employee based). Saccos have registered tremegdowth since mid 70s and have currently
achieved an average growth rate of 25 percent gar iy deposits and assets. Currently Saccos
have 3.7million members. Saccos have also creatgdogment for Kenyans thus contributing

to the governments efforts of achieving the goélasion 2030 (http://www.sccportal.org/).



Primary cooperatives comprise groups of individwell® are either actual producers of products
such as sugar, milk, tea, coffee or consumers wit yp to save and obtain credit most
conveniently (Njoroge,2003). Most primary cooperasi operates at the village level, district
level and a few at national levels. Secondary craipes societies also referred to as unions are
generally composed of primary cooperatives as thm@mbers. All cooperative societies are
affiliated to a national apex body called Kenya &mbf Saving and Credit Cooperative society
(KUSCO).

All Saccos operate Back Office Service Activiteesd have been able to mobilize over Kshs 180
billion, which is about 31 percent of the natiosaving and granted loans to the tune of Kshs
120 billion. The 200 Saccos with FOSAs have divediinto specialized bank like activities
which include deposit taking, saving facilities pdecard business (ATM) and money transfers
both local and international ( http://www.kim.adke

1.1.6 Mwalimu Sacco Society Limited

Mwalimu Cooperative Savings and Credit Society tedi (SACCO) was founded and
registered in the year 1974 under the Co-oper&ometies Act. (Cap 490 reviewed 2004) as a
Sacco Society. Its main areas of services provigiciude; the mobilization of savings, the

provision of credit and welfare facilities to itgstomers.

The membership is drawn mainly from the employekethe Teachers’ Service Commission
(TSC) in post primary institutions. The supremeigoformulation organ of the society is the
Annual Delegates Meeting (ADM) through the delegatgstem.

This essentially entails a decentralization of atitix to branches. The decision to adapt to this
system as opposed to an Annual General Meetingweale in 1982. Currently, the society has a

total of 40 branches nationally which are basedtlo® cluster of the existing districts.

Since its inception, the Sacco membership has grMoam 145 to over 45,763 in 2008. The
growth of the Society has also been experiencedlume of loans and the annual turnover. The
volume of loans to customers has grown from K&hsiillion to the current level of Kshs. 8.4
billion while the share capital, rose from K.sl%.845 in 1974 to over 9.2 billion in 2008.

10



This growth is a testimony to the fact that then&unds are obtained by customers on attractive
terms.

Their Vision is to be the SACCO Society of choicetihe provision of financial services in
Kenya, their Mission is to mobilize funds, provi@eedit and other financial services to their
members on competitive terms, while their goalbisncrease access to financial and welfare
services to the community. Mwalimu Sacco has 20@leyees while their members spread
through out the country. A part from being the &stgSacco in terms of saving mobilization in
Africa, the Sacco is proud of its well educated rbership where over 90% are graduate
teachers. The Sacco has diverse credit facilimetuding short term loans e.g. school fees,
emergency loans repayable in one year period. Qdingr term loan products are payable from
three years to six years. The Sacco operates adfioece in Nairobi Mwalimu House along Tom
Mboya Street with two other branches in Kisumu &heri. In partnership with other service
providers, the front offices are able to provideMBervices to its members through out the
country. Mwalimu Sacco had been ranked top postionvarious categories during Ushirika
Days cerebrations due to its excellent performaiibes has made other financial institution like
bank and microfinance to target Mwalimu Sacco mesg@omising better products and
services thus there is a lot of competition fromheot financial institutions

(http://www.mwalimusacco.com).

1.2 Problem Statement

Organizations have to adequately and promptly ms$po challenges of competition in the
environment for the organization to be successfuisoff (1999) brought out the need of
organizations to match their strategies to the llesfe competitiveness in the operating
environment. The environment in which businessesraip faces stiff competition due to the
existence of other firms producing and/or selling same products or services. Businesses have
as a result to cope with the competition by adapsitnategic responses to it or risk being thrown
out of the market by the same competition.

In the contemporary world, owing to the increasmegd for financial security of money earned
by individuals or cooperates, many Saccos and ¢iahmstitutions have been established and

are increasingly being established. However the oaestablishment of the new firms does not
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commensurate with the existing market demand feffittancial services enough to fully ensure
that the firms are profitable. It is in the facetloé rise in competition from other SACCOs that
Mwalimu SACCO needs to adopt strategic respongd@isocompetition. Strategic management
in Co-operative movements demand that societiesldhmave effective systems in place to
counter unpredictable events that can sustain thpgrations and minimize the risks involved.
Therefore, venturing in this area gives hope theg¢as of interest for further research can be
identified and further understanding of the conad#trategic response particularly in the Sacco
industry in Kenya will be enhanced.

Previous research on strategic responses to cdiopebly Kenyan companies have been
undertaken, for example, Abdullahi (2000), carréeresearch on strategic responses adopted by
Kenyan Insurance companies and found that most aoi®p do not have a clear cut strategic
approach. Muturi (2000) carried a study on strategisponses by firms facing changed
competitive conditions on East Africa Breweries. tMa(2006) carried a research on factors
influencing the effectiveness of guarantor shiplaan recovery on Mwalimu Sacco society
limited and revealed that some financial institasiespecially commercial banks were leading
unsecured personal loans at attractively low isterates thus enticing members of Saccos.
These banks additionally offered diverse finanpialducts at competitive rates some of which
are not available in Saccos. The resulting comipatiposing a potential threat to membership
and operations of Saccos. Mbai (2007) carried agsaarch on competitive strategies adopted
by Mwalimu Sacco as a result of external environt@lecthanges since 1997 and found that the
SACCO possesses competitive advantage over otleenSagiven its national wide membership.
Other past studies in SACCO societies have larfgelysed on cash flow problems (Nabangi,
2005), financial mismanage, (Goto, 2004) and memlatitudes towards SACCO leading
policies, (Omweri 1998). Competition poses a gmdallenge to individual SACCO. Ndubi
Makeni (2006) carried out a study a@trategic responses of Saccos to changing operating
environment (A study of Nairobi province KUSCO &#ffied Saccos ) using interview guides
found out that the firm responded by increasingrtlasset base and employing more of
marketing strategies such as promotion and quialityrder to survive. They also responded by
reducing costs of operation in terms of cutting dam staff. This was in order to survive in the

competitive environment.
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Literature available shows that, scanty researchbde®en done on the Sacco Societies which
further exaggerate the problem for individual Sacdon’t know the way forward for lack of
academic justification of the strategic responsedmpetition that they should adopt. Many of
these Saccos visit Mwalimu Sacco for benchmarksd s known as the giant Sacco in Africa.
There was need therefore to formulate a study oralviwu SACCO Society specifically to
understand the strategic responses that the Sdo#ty adopted to curb the ever-increasing

competition.
1.3 Objective of the Study

The objectives of the study were:
I.  To establish the strategic responses of Mwalime&é&x competition from other
financial institutions.

li.  To determine the challenges that Mwalimu Sacco fiaxa competition.
1.4 Research Questions

I.  What are the strategic responses of Mwalimu Sazcornpetition from other financial
institutions?

ii.  What are the challenges that Mwalimu Sacco faam ftompetition?
1.5 Importance of the Study

This research aimed to determine the strategicoresp adopted by Mwalimu Sacco to face
competition. The study is invaluable to the vari@tiakeholders in cooperative movement in
Kenya and beyond.

Scholars The study provides information on strategic resss in Mwalimu Sacco to potential
and current scholars. This will expand their knalgie on strategic responses in financial

institutions and identify areas of further study.

Policy Makers: The policy makers will obtain knowledge of the pemtive movements’
dynamics and the responses that are appropriag;will therefore obtain guidance from this

study in designing appropriate policies that weljjulate the Sacco societies participation.
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Other Stakeholders This study is invaluable to other stakeholders ldentifying how
competitive factors affect the operations of Mwali®acco in Kenya as well as determining the
extent to which this and other environmental factaffect operations of other SACCOs;
Determining ways in which Mwalimu Sacco respondrnicreased competition and Identifying

the impediments that face Mwalimu Sacco in respatlh increased competition
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CHAPTER TWO: LITERATURE REVIEW
2.1 Introduction

This chapter summarizes the information from otresearchers who have carried out their
research in the same field of study. The specigas covered here are the concept of strategy,
competition and its challenges, strategic respohgesrganisations, collaboration as a strategic

response and finally strategic responses and catiopet

2.2 The Concept of Strategy

Johnson and Scholes define strategy as “the direeind scope of an organization over the long-
term, ideally which matches resources to its chapg@nvironment and its particular markets,
customers and clients, so as to meet stakeholdgpgctations”. This definition is convenient

because it identifies three key components of egsatFirst, the need to define the scope and
range of an organization’s activities within theesific environment it faces. Second, the needs
of customers and markets are matched against mEsaapability to determine long-term

direction; and third, the role which stakeholdeithim and outside the organization have on the
articulation of strategy because of their influelmser the values, beliefs and principles which

codify and govern organizational behavior and tlag wa which business is conducted.

This wider version of strategy is then honed dowo ia deliverable, measurable competitive
strategy defined by Porter as “a broad formulaaf the business is going to compete: what its
goal should be and what policies are required tivetethose goals”. Most commentators, in the

rational or behavioral schools of thought, accdyat tevery organization has an implicit or

explicit competitive strategy which it implementasied on its understanding of the competitive
forces it faces now and in the future. Furthermdne, organization has some understanding of
the context within which it operates in terms oftuat and perceived performance of its

stakeholders - directors, managers, employeesjcpahtl customers - as well as its internal

strengths and weaknesses in service terms andtgmmal context which will shape market.

15



2.4 Competition and its Challenges

Pearce and Robinson (1997) notes that “the esseinst&rategy formulating is coping with
competition”. The industry attractiveness and cetitipe position of a firm largely influence
and shape the choice of competitive strategiestadop

Managers are expected to operate in environmenishvédre becoming increasingly uncertain,
confused and incoherent. The traditional signat$ lsarometers which guided them to a given
destination are changing around them as the idtarmthexternal environments with which they
were familiar become pressured by the twin foroms dhange and consolidation in acute
services.

Strategic writers have essentially remained in sgbools; namely those who believe in the
rational formulation, implementation and evaluatioihstrategy and those who place greater
credence of behavioural influences on strategy. 3éminal work of Porter on competitive
strategy is in the rational school of thought anebvjles an essential framework for
understanding and analyzing the environment withinch the organization operates and the
relative strengths and weaknesses of the compeetiticces within the market. Porter believes
that such an understanding will assist the orgéioizan formulating a view on the current and
future environment and the organization’s respottsét. The model of competitive forces
presented consists of five main elements: poteatithints to the market; rivalry among existing
organizations in the market; bargaining power aichasers; bargaining power of suppliers and

the threat of substitutes.

The interaction of these forces will affect theusture of the market and its operation. More

importantly, these competitive forces will determimow an organization works and behaves in
the market. The challenge for managers is to déterand shape of these forces into a coherent
strategy which is understood by employees, conssimmad purchasers, so they can ensure

survival of their organization and meet the neets@dmands of tomorrow.

The strength of each of the five competitive force=eds to be assessed critically when
developing a strategy. An industry is attractivieew the competitive forces are not strong and
also when a firm has a competitive advantage. Kewthe model is not applicable in all the

industries because of restrictions present in itrguexample legislation. Pearce and Robinson
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(1997) notes that every industry has an underlgitngcture or set fundamental economic and
technical characteristics that gives rise to coitipetforces. The strongest forces usually
determine the profitability of the industry. Ittiserefore crucial for the strategist to devicdamp

of action that will provide defense against the petitive forces and also influence the balance
of the forces through strategic moves that matehcttmpany’s strengths and weakness. Porter
(1985) stipulates that competitive position ofranfis determined by how well the firm identifies
its key success factors like marketing distributimetwork and technology knowledge of the
underlying sources of competitive pressure higlsighe critical strengths and weakness of the
company. The strengths in these areas are udadgiltba company’s strategy by attacking the
competitors’ weakness and hence creating a defagaiast threats to its competitive position
and future performance. Hamel and Prahald (199Qgdndhat firms can also respond to
environment through the resource based view theatisies on the strength and weaknesses,
opportunities and threats, analysis. Organizategabilities enable firms to respond effectively
to opportunities and threats. The organizatiomeloge concentrates their efforts in areas where
they have distinctive advantages. This makes timeone effective and efficient in their
operations. As result where they have non distie@dvantage they can outsource the services
to the experts and concentrate on their core bssine

Through horizontal integration firms can controlrke by acquiring a holder network. This can
also be achieved through advertising brand promo#ind products differentiations vertical

integration involves taking over forms and hendenmalizes them and reduces competition.

2.3 Strategic Responses by Organisations.

Pearce and Robinson (1997) defines strategic resgoas the set of decisions and actions that
result in the formalization and implementation &dns designed to achieve a firm’s objectives.
Strategic response is a reaction to what is hapgeon expected to happen in the environment.
The survival of a firm is dependent on the strategsponses to environmental changes.

Aosa (1999) stipulated that industries are respantb customer’'s demands by becoming more
innovative in responding to their exchanged envirtent. Firms are therefore seen to use
strategies like Customer Service, Credit faciljpst paid cards and provision of convenience
goods and services. A firm may respond to increbasenpetition — by market development
strategy. This can be on existing markets or neagoaphical markets. The market entry
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strategies may include strategic alliances, actiusand joint ventures. Nganga (2004) noted
that pharmaceutical firms respond to environmectiange is through formation of mergers and
acquisitions. He noted that Glaxo Welcome acquiteé Egyptian Company Amoun
Pharmaceutical and later merged with SmithKlindarkC(2002) expressed that joint ventures,
collaborations and strategic alliance are beconmoegular. They involve two or more
organization sharing resources and activate touguasstrategy collaboration strategies involve
building relationships with stake holders exampie production and distribution systems to
acquire synergy in operations hence achieve congretss Koigi Nyambura (2002) noted that
Post Bank and Citi Bank formed a strategic alliatmdoe able to reach Customers. Nganga
(2004) noted the collaboration of Glaxo SmithKliwgh Cosmos Limited a local indigenous
generic drugs manufacturer to produce some ofradycts enabled them to be competitive in
the market. Johnson and Scholes (2002) notedthahizations operating in environment that
have become unfavorable may respond by one of éfensive strategies which include joint

ventures retrenchments, divesture or liquidation.

2.3.1 Collaboration as a Strategic Response

A new competitive landscape is taking shape. Ag Elital. (1998) mention, managers and
governmental policy makers are encountering majategyic discontinuities that are changing
the nature of competition. A revolution in techrgpoand globalization presents major
challenges to firms' ability to maintain their costiiveness. This leads to an escalating
competition with an extreme emphasis on price,igguahd satisfaction of customer needs and a
focus on innovation (Hitt et al., 1998). When ragemg logistics processes, one should make a
make/buy or ally choice or make a choice betweespikg logistics in-house, outsourcing or

seeking cooperation with other companies to exghgiergies (Razzaque and Sheng, 1998).

The need for collaboration has been mentioned bgrake authors (e.g. Lawton-Smith et al.,
1991; Yoshino and Rangan, 1995). A collaborativygpbuchain simply means that two or more
independent companies work jointly to plan and eiecupply chain operations assuming
greater success than when acting in isolation.dddtiat although the partners have a common

goal, they remain self-interested and their onlguiis in long-term survival. Each member is
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searching for individual benefits such as lowergasts, increasing responsiveness, reducing
transactions and the like (Simatupang and Sridha&8@2). However, collaboration is about

identifying and exploiting win-win situations anas an opportunity for each partner.

In general, one can identify four levels of workitagether. The most basic level is an “arm-
length” relationship, which can grow into the sed¢davel or “cooperation” and later into the
third level or “coordination”. “Partnership” is fdin on the continuum and it is as well called
collaboration or strategic alliance. More specifigait is called collaboration whenever the
companies are working together on logistics and ufaanturing related activities and called a

strategic alliance whenever it involves more nogidtics activities and functions (Arabe, 2003).

A collaborative supply network could be differetgi@d in terms of its structure: vertical,
horizontal and lateral (Gill and Allerheiligen, ¥9Simatupang and Sridharan, 2002). Vertical
collaboration can be defined as collaboration betwgarties performing complementary
activities or services, i.e. when two or more oigatons such as manufacturer, distributor,
carrier and the retailer share their responsiegitresources to serve similar end customers (e.g.
vendor managed inventories (VMI)). Horizontal cbbaation indicates the collaboration
between parties performing the same type of as/snd/or services, i.e. it occurs when two or
more unrelated or competing organizations coopet@atshare their private information or
resources such as joint distribution centers. bhiallaboration aims to gain more flexibility by
combining and sharing capabilities in both vertieald horizontal manners (Simatupang and
Sridharan, 2002; Naesens et al., 2004a, b).

2.4 Strategic Responses to Challenges of Compaetiti

Hamel and Prahalad, (1993) state that increasegetition threatens the attractiveness of an
industry and reducing the profitability of the péag. It exerts pressure on firms to be proactive
and to formulate successful strategies that fatdiproactive response to anticipated and actual

changes in the competitive environment.

According to Bowman (1998), external pressures;geed benefits, and readiness are

significant predictors of intent to gain respongategies by organizations, with external
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pressures and readiness being considerably mowatamp than perceived benefits. Numerous
organizations have adopted strategies response siatket complexity and turbulence have
increased drastically in their external environmé&or instance, some organizations have chosen
the strategy of the so-called international expamssiome have chosen acquisition strategy and
strategic alliance Glaister and Falshaw, (1999)envbthers have considered stock listing and/or

an increase in IT investment (Pellegrino and Ca200,1).

Glaister and Falshaw, (1999) conclude that the @mnin real time responses is to minimize the
sum to total losses and restore profitability t@wee organization’s success in a turbulent and
surprising environment. He also observed that bhstand unpredictable conditions in which
organizations have to operate today means thaaliigy to think strategically and manage
strategic change successfully is key competitivengfth for a sustainable competitive advantage.
Real time strategic issue responses are necesstagilitate the firm’s preparedness in handling

the impending issue, which may have profound impadhe firm.

Porter (1985) asserts that a change in the conveepibsition requires a company to decide on
which generic strategies to adopt. The choice nigpen a firm’s perception of the environment
and the basis of successful competition. He arghatl organizations achieves competitive
advantage by providing their customers with whatytivant or need in a move effective way
than the competitors. Thompson (1993) noted that lsadership is usually traded off against
differentiation.

Differentiation adds to cost in order to add vdirewhich customers are willing to pay premium
prices, since customers are served differentlyuamguely, cost leadership strategy is adopted by
marketers who sell lower cost goods or those thate heither low quality specifications
popularity referred to as counterfeit or generiRarter (1985) noted that cost leadership requires
a firm to have economies of scale. Porter iderstifigee broad competitive strategies. These can
be conveniently packaged into strategic choiceshvhelate to particular functional strengths of
the organization, or the uniqueness perceived by dustomer. There is sometimes
misconception and confusion in the strategic ctoa®d the methods used to deliver them, such
as development of new markets and services orgiiigtion through merger or takeover. This

can cloud the mindset required for truly stratepicking in trusts because managers become
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focused on the delivery of a process which theyehtailed to understand is the vehicle for

implementing a competitive strategy associated watst leadership, differentiation or focus.

Firms therefore focus on gaining competitive adagatto enable them respond to, and compete
effectively in the market. By identifying their mostrengths, firms are able to concentrate on
areas that give them a lead over competitors, aovide a competitive advantage. According to
Johnson and Scholes (1997), core strengths are noloust and difficult to imitate because they
relate to the management of linkages within theapizations value chain and to linkages into

the supply and distribution chains.
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CHAPTER THREE: RESEARCH METHODOLOGY
3.1 Introduction

This chapter sets out various stages and phagese¢hafollowed in completing the study. It
involves a blueprint for the collection, measuretraerd analysis of data. This section is an
overall scheme, plan or structure conceived tdtedesearcher in answering the raised research
guestion. In this stage, most decisions about le®&arch executed and how respondents were
approached, as well as when, where and how tharndswas completed. Therefore in this
section the research identified the proceduregesithiques that were used in the collection,
processing and analysis of data. Specifically tewing subsections should are included;
research design, target population, sampling ded@ga collection instruments, data collection

procedures and finally data analysis.

3.2 Research Design

This research was conducted through a case stindysflidy sought to investigate the strategic
responses adopted by Mwalimu Sacco to the chakepgsed by the competitive environment.
Case study was chosen as it enables the resedocchave an in-depth understanding of the
study. A case study design is most appropriate evhatetailed analysis of a single unit of study
is desired as it provides focused and detailedyinisio phenomenon that may otherwise be
unclear. This is advocated by Young (1960) and Ktfil990) who both acknowledge that a
case study is a powerful form of qualitative analythat involves a careful and complete
observation of a social unit, irrespective of whatte of unit is under study. It's a method that

drills down, rather than cast wide.

3.3 Data Collection

The researcher used Interview guide as primary datection instrument. The Interview guides
were designed to give a brief introduction of tieionmental changes targeted. The Interview
guide had open-ended questions. The Interview gwds administered through personal

interviews with senior employees of Mwalimu Sacdtese included the head of various
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departments (loans, finance, accounts, investm@fithdrawable saving funds; WSF) and
human resource departments) and other staff in gesizh levels. Personal interviews are
advocated by Parasulaman (1986) as having thetmdtemyield the highest quality and quantity
of data compared to other methods because suppia@menformation can be collected in the
course of the interview.

3.4 Data Analysis

Data collected was purely qualitative and it waalyred by content analysis. Content analysis is
the systematic qualitative description of the cosijan of the objects or materials of the study
(Mugenda and Mugenda, 2003). It involves obsermasind detailed description of phenomena
that comprise the object of study. The researcBed uhe data with an aim of presenting the
research findings in respect to the adopted siiategsponses to competition adopted by

Mwalimu Sacco.
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CHAPTER FOUR: DATA FINDINGS AND ANALYSIS
4.1 Introduction

This chapter presents the data findings of theysardl their analysis there of. The data was
gathered through interview guides and analysedgusamtent analysis. According to the data
found, all the nine heads of department projeateithé previous chapter to be interviewed were
interviewed which makes a response rate of 100% dbmmendable response rate was
achieved at after the researcher made frantic teffiobooking appointment with the head of

department despite their tight schedules and makiage calls to remind them of the interview.
4.2 General Information

The study, in an effort to establish the intervieslecompetence and conversance with matters
regarding Mwalimu Sacco asked questions on thesythat the interviewees had worked for the
organisation (Mwalimu Sacco). According to the mtewees’ response, all of them had worked
for the organisation for over three years as mominptions are internal, within the organization.
The interviewees’ responses hence had the advaataged command and responsibility being
that they head of departments and experience aitddgowing to their years of experience in

the organisation.

To the question on the major competitors for Mwali®acco, the interviewees said that their
main competitors are Banks, Microfinance instita§p Housing finance society, money

launderers, produce marketing cooperatives, ingerirms and pyramid schemes.

To the question on the major changes that haventpleee in Mwalimu Sacco the data findings
showed that the changes were the development oWdheus loan products, technological
changes, starship of Withdrawable saving funds figars strategic plan implementation, ISO
9001: 2008 implementation, buying of the memberskbaans, expansion of the product range,
introduction of long term loans (72 months), opgnof satellite offices in major towns in the
country, use of aggressive marketing strategiedppeance contracting and development of

customer service charter. The interviewees furtiagi that the objectives of these changes were
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to enhance service delivery, to control and smoothgerations, to focus more keenly to the
mission and vision, to measure the outcome agasatstargets, to benchmark internationally, to
meet all peoples needs and to mobilize more fund$ehding. The interviewees said that the
challenges in the change process were mainly slesvokthe change process, over involvement
of the board members in operational, inferior I'Bteyns, decline of members due to natural
attrition, location of the head office, pay slipskd lending, only the CEO directing changes and
difficulties in loan repayments.

The interviewees stated the external factors tteabeought by change as positive image created
within the industry and head of state, other finalnpartners are ready to work with Mwalimu
Sacco, Umbrella organizations positive towards $haeco issues, personal development of the
clients, maintenance of the Sacco market nicheatiore of employment opportunities and

government intervention through changes in policies
4.3 Strategic Response to Challenges of Competition

To the question on which strategies Mwalimu Sacse to respond to the challenges of
competition, the data findings showed that Mwali®acco respond to these challenges by
repackaging/rebranding of the loan products, trgniof staff, continuous research and
development to gather what the customer requiradset the specific needs by introducing new
products, aggressive promotion of products andisEsy regular review of interest rates,
reengineering service levels, imposing measuraldedsyicks using such instruments as
performance contracting, ISO 9001-2009 and stiatglgns, sourcing for cheaper sources of
funds and benchmarking with other competitors.

The interviewees further said that the main prodareti process improvement as business
response strategy adopted by Mwalimu Sacco werernvisans which is payable in 72 months
to counter banks’ personal loans, improved serd@®ery through the introduction of a quality
management system(QMS) through ISO 9001-2009 icatidn, customer satisfaction survey,
tailor made products (loans to suit every individuaircumstance, relieving members burden
from commercial banks by buying their loans, insegh use of ICT which is continuously
upgraded to improve efficiency (CMIS) new saviqgeducts for members and front office
(WSF) services.
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To the question on how the response strategies mgédwalimu Sacco helped it to achieve a
competitive edge the interviewees indicated thay thave experienced a loan portfolio growth,
the share capital went up, increased membershielag@nent of customers” need focused
products, improved service delivery, increased ifability and increased customer retention.
Further the interviewees’ indicated that, creataina marketing department has helped it to
reach more customers clearly creating awarenegs pfoducts while increased use of ICT has

improved service delivery to members leading tdamer satisfaction.

Interviewees also commented that attempts to inmgrdexibility and quality has helped
Mwalimu Sacco to achieve a competitive edge thrdogfiter quality services and flexible loan
repayment periods which have attracted more mesrioepatronize the services and products
thus increasing business for the Sacco. They al&b that improvement on service delivery
culminating to the 1ISO 9001-2009 award had a keyaich on the Sacco’s profitability through
increased membership and also reduced employe®vennThese have also resulted in
increased recruitment of primary teachers graduatdse Sacco.

To the question on whether Mwalimu Sacco focus noorguality improvement to match to the
customers' needs and expectations or adoption newugts as competitive strategy the
interviewees said that Mwalimu Sacco focus moreqoality improvement strategies like
bridging of Sacco loans, buying of bank loans,adticing more convenient loan policies (new
products) to fit the continually changing membeegas. The interviewees further gave other
quality improvement strategies as upgraded CMIStemuse of ICT, more quality personnel,

continuous personnel training.

On the interviewees opinion on whether they thougdrpanies can achieve a competitive
advantage by offering products/services that anetan prices than that of their competitors
most said that companies cannot achieve a comyeetitivantage by offering products/services
that are lower in prices than that of their compesi since most people view low pricing as
cheap quality. However some of the intervieweas et although price competitiveness is the
main factor most customers will consider while ghiog, more important is the quality of the

services/products and suggested that a best niigstfquality and lowest price policy should be

employed.
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The study required the interviewees to give theewg on which market control among
acquiring a holder network, advertising, brand pston and products differentiations could
give a superior competitive edge to a company. oAdiag to the study some interviewees said
products differentiations give a superior competittdge to a company because diverse product
needs are met thus satisfaction of a wide andsbveustomer base, customers associate product
to the firm. Other interviewees said advertising &rand promotion give a superior competitive
edge to a company because advertising is conviraidgalso ensure that the customer loyalty is
maintained.
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CHAPTER FIVE: SUMMARY OF FINDINGS, CONCLUSION AND
RECOMMENDATION

5.1 Introduction

This chapter presented the summary of key datanfys¢g conclusion drawn from the findings
highlighted and recommendation made there-to. Tdnelasions and recommendations drawn
are in quest of addressing the research questianloeving at the research objective which is to
establish the strategic responses of Mwalimu Saccaompetition from other financial

institutions.
5.2 Summary of Findings

On major competitors for Mwalimu Sacco, the findinghowed that the main competitors are
Banks, Microfinance institutions, Housing financeigty, money launderers, produce marketing

cooperatives, insurance firms and pyramid schemes.

On the major changes that have taken place in Mwalsacco, the findings showed that the
changes were the development of the various loadugts, technological changes, starship of
Withdrawable saving funds, five years strategic nplamplementation, 1ISO 9001:2008
implementation, buying of the members bank loargassion of the product range, introduction
of long term loans (72 months), opening of sateltiffices in major towns in the country, use of
aggressive marketing strategies, performance adimgaand development of customer service
charter. The findings showed that the objectiveshafse changes were to enhance service
delivery, to control and smoothen operations, tmfomore keenly to the mission and vision, to
measure the outcome against set targets, to benkhnm@rnationally, to meet all people needs
and to mobilize more funds for lending. The studurfd that the challenges in the change
process were mainly slowness of the change prooess,involvement of the board members in
operational, inferior IT systems, decline of mensbdue to natural attrition, location of the head
office, pay slip based lending, only the CEO diragtchanges and difficulties in loan

repayments.
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On the external factors that are brought by chahgefinding showed that they are positive
image created within the industry and head of statteer financial partners are ready to work
with Mwalimu Sacco, Umbrella organisations positit@vards the Sacco issues, personal
development of the clients, maintenance of the &awarket niche, creation of employment

opportunities and government intervention througanges in policies.

On which strategies Mwalimu Sacco use to respondhéo challenges of competition, the

findings showed that Mwalimu Sacco respond to tlebsdlenges by repackaging/rebranding of
the loan products, training of staff, continuousearch and development to gather what the
customer require to meet the specific needs bwduiring new products, aggressive promotion
of products and services, regular review of interates, reengineering service levels, imposing
measurable yardsticks using such instruments derpence contracting, ISO 9001-2009 and

strategic plans, sourcing for cheaper sourcesrafsand benchmarking with other competitors.

The main product and process improvement as bisimesponse strategy adopted by Mwalimu
Sacco were found to be vision loans which is peyab72 months to counter banks’ personal
loans, improved service delivery through the intrcitbn of a quality management

system(QMS) through ISO 9001-2009 certificationstomer satisfaction survey, tailor made
products (loans to suit every individuals’ circuarste), relieving members burden from
commercial banks by buying their loans, increasezlaf ICT which is continuously upgraded to
improve efficiency (CMIS), new savings products fmembers and front office (WSF)

services.

On how the response strategies used by MwalimudSaelped it to achieve a competitive edge
the finding showed that they have experienced i pmatfolio growth, the share capital went up,
increased membership, development of customer®dfecused products, improved service
delivery, increased profitability, increased cuséomretention. Further the interviewees’ creation
of a marketing department has helped it to reacheraaostomers clearly creating awareness of
its products while increased use of ICT has impdoservice delivery to members leading to

customer satisfaction.
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On how attempts to improve flexibility and qualitys helped Mwalimu Sacco to achieve a
competitive edge, the finding showed that it iootlgh better quality services and flexible loan
repayment periods which have attracted more mesrioepatronize the services and products
thus increasing business for the Sacco. They a&b that improvement on service delivery
culminating to the 1ISO 9001-2009 award had a keyaich on the Sacco’s profitability through

increased membership and also reduced employe®vennThese have also resulted in

increased recruitment of primary teachers graduatdse Sacco.

On whether Mwalimu Sacco focus more on quality iovyement to match to the customers'
needs and expectations or adoption new produasrapetitive strategy the finding showed that
Mwalimu Sacco focus more on quality improvemenatsigies like bridging of Sacco loans,
buying of bank loans, introducing more conveni@ainl policies to fit the continually changing
members needs. The interviewees further gave qguredity improvement strategies as upgraded

CMIS, more use of ICT, more quality personnel, cardus personnel training.

On the interviewees views regarding whether congsaoan achieve a competitive advantage by
offering products/services that are lower in priten that of their competitors the study found
that companies cannot achieve a competitive adganty offering products/services that are
lower in prices than that of their competitors sinmost people view low pricing as cheap
quality. The study also found that although pricempetitiveness is the main factor most
customers will consider while shopping, more imaottis the quality of the services/products

and suggested that a best mix of best quality ewedt price policy should be employed.

Study found that products differentiations giveuperior competitive edge to a company than
acquiring a holder network and advertising branolvmtion because diverse product needs are
met thus satisfaction of a wide and diverse custdmase, customers associate product to the

firm.
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5.3 Conclusions

In the modern era of breakneck competition amongr&aand also between Saccos and other
financial institutions, Mwalimu Sacco has been dbl&eep pace with the competition by having
strategic business responses which add value t&dheo initiative and which help in meeting
the dynamic challenges of the modern customersdsie€he study concludes that Mwalimu
Sacco has effectively been responding to challebgesght about by competition from other
Saccos and other financial institutions. The st@wtyher concludes that strategies Mwalimu
Sacco use to respond to the challenges of compretiiclude repackaging/rebranding of the loan
products, training of staff, continuous researctl davelopment, aggressive promotion, regular
review of interest rates, sourcing for cheaper cgirof funds and benchmarking with other

competitors

The study further concludes that product and paeprovement as business response strategy
adopted by Mwalimu Sacco include vision loans whighpayable in 72 months to counter
banks’ personal loans, improved service deliveryough the introduction of a quality
management system (QMS), introduction of tailor enpdbduct, increased use of ICT which is

continuously upgraded to improve efficiency (CM#&d the use of new savings products.

The study also concludes that attempts to impréability and quality has helped Mwalimu

Sacco to achieve a competitive edge through betiglity services and flexible loan repayment
periods which have attracted more members to pagothe services and products thus
increasing business for the Sacco this has alsdtedsin increased recruitment of primary
teachers graduates to the Sacco. It further coasltitht Mwalimu Sacco focus more on quality
improvement strategies like bridging of Sacco lpamgsoducing more convenient loan policies,
upgraded CMIS, more use of ICT, more quality pensbncontinuous personnel training as

competitive strategy and adoption of new products.
Finally the study concludes that Mwalimu Sacco cdrechieve a competitive advantage by
offering products/services that are lower in pritiean those of their competitors since most

people view low pricing as cheap quality. This statso concludes that products differentiations
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give a superior competitive edge to a company #@uiring a holder network and advertising

brand promotion.

5.4 Recommendation

From the discussions and conclusions in this chapte study recommends that although
Mwalimu Sacco has been successful in neutraliiirgchallenges brought about by competition,
Mwalimu Sacco should engage in more interest réoluchs a response to its competitors’
strategies whose products and services are mudpeheBesides providing its services and
products at lower cost (cost advantage), Mwalimac8ashould deliver benefits that exceed
those of competing products (differentiation adage) to gain a competitive advantage over
other Saccos. The study further recommends thatlivwaSacco should heavily advertise its
products in all parts of the country and also enage primary teachers graduates to join the
Sacco. This would increase its customer base antpe® even more with other competing

Saccos and other financial institutions.
5.5 Area for Further Research

The researcher recommends that further studiedasib@udone on new product diversification
strategies used by Mwalimu Sacco to challenges dioabout by competition so as to
comprehensively and exhaustively study their Kegn&se researcher further recommends that
the same study be done on other Saccos and ottagrcial institutions so as to find out how
other companies also respond to competition sirazeh e&eompany do approach a different
strategy.
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APPENDICES
APPENDIX 1:LETTER OF INTRODUCTION

Michael Mburu Waweru
P.O Box 30047(00100)
Nairobi.

To the Respondents,

REF:INTRODUCTION LETTER
My name is Michael Mburu Waweru, an MBA studenttlz¢ University of Nairobi. Having

completed part | of my course, it is required bg thniversity that a part Il of the course be
undertaken as a research project for one to bedsres for graduation.

My research project is on Strategic Responses tapéttion at the Mwalimu SACCO society
limited. A copy of the final write-up will be avaitl to you on request.

| will highly appreciate your willingness to giveaformation that will be critical to the
completion of the project. The information obtairveitl be treated with great confidentiality and
only be used for research purposes.

Thank you in Advance.

Your Sincerely

MICHAEL WAW ERU
UNIVERSITY OF NAIROBI
SCHOOL OF BUSINESS
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APPENDIX 2: Interview Guide

1. Position held iN the SACCO ..ot e e e e e

2. Number of years worked with Mwalimu Sacco.

a) Over 3 years |
b) Between 1-2 years ( )
C) Less than 1 year ( )

3. Major competitors for Mwalimu Sacco.

4. State major changes that have taken place inlikiwaSacco and the objectives of the

changes, challenges and your involvement in theagd@rocess.
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7 . What are the main product and process improweasebusiness response strategy adopted by

Mwalimu Sacco?

8. How are the response strategies used by MwaBaunco helped it to achieve a competitive

edge?

9. How has attempts to improve flexibility and dtyahelped Mwalimu Sacco to achieve a

competitive edge?

10. Does Mwalimu Sacco focus more on quality improent to match to the customers' needs

and expectations or adoption new products as cotivpettrategy? Briefly explain why.
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11. In your opinion do you think companies can aehia competitive advantage by offering

products/services that are lower in prices thahdhas competitors? Briefly explain.

12. Firms can control market by acquiring a holdetwork , advertising brand promotion and
products differentiations. In your opinion, whichtbe three gives a superior competitive edge to

a company. Briefly explain why.

Thank you.
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