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ABSTRACT
Strategy of the firm is the match between its imarcapabilities and its external relationships.
Ideally, an organization wants a close match wihenvironment which is underpinned by its
resources and values. A host of external factdlgdance a firm’s choice of direction and action
and, ultimately, its external structure and intéqm@cesses. Development Finance Institutions
(DFIs) in Kenya were set up to provide long termafice to prioritized sectors as part of the
industrialization strategy. For four decades siitsdormation, the Industrial and Commercial
Development Corporation (ICDC), like all other DhitsKenya, was a highly effective DFI. In
the past two decades however, it has become ahgeaipplayer in the financial and investment
services market.This study sought to find out thanges in the external environment that the
Industrial and Commercial Development Corporationstders to affect them most, the response
strategies it has adopted, and their effectivembgsstudy used a case study research design. The
main data for this study was secondary data, wimeblved in- depth interviews with the
respondents. The data was analysed using contalyisean The findings from the study showed
that there were major changes in the external enmient that affected the Industrial and
Commercial Development Corporation and its effesmtess in the market. The Corporation
made a number of strategic responses to countahtireges. Some of the changes were beyond
the control of the Corporation; hence the respomsade were not sufficient to counter the
changes. However, there were additional resporgestified which would have made the

responses more effective.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the study
Development Finance Institutions (DFIs) play an amant role in serving the investment

needs in developing and transition economies (g@veent Finance Explained, 2006).
Currently, seven government owned DFlIs can be iiikxhin Kenya. The DFls were set

up to provide long term finance to prioritized sestas part of the industrialization

strategy. Despite the existence of DFIs since 8&04 and 1970s, there is still a glaring
development financing gap in Kenya, thus raisingceon as to how the private sector is
going to expand and grow without appropriate firab@ ensure long-term investment
(Njenga et al, 2006)

This study explored the response strategies tleaDtfs in Kenya have adopted in order
to successfully play the role for which they wesenied. The Industrial and Commercial
Development Corporation (ICDC) has been used asa study having been the pioneer
DFIl in Kenya. It was incorporated through the ICB€t in 1954 to facilitate industrial

and economic development in Kenya.

1.1.1 Response strategies
Strategy of the firm is the match between its m&ércapabilities and its external

relationships. It describes how it responds taligpliers, customers, its competitors and
the social and economic environment within whicbgerates (lynch, 2009). Strategy can
be seen as the matching of the resources and testivof an organization to the
environment in which it operates. This is knownthe strategic fit. The notion of
strategic fit is developing strategy by identifyingpportunities in the business
environment and adapting the resources and compeseso as to take advantage of
these (Johnson & Scholes, 2002).

Ideally, an organization wants a close match wghenvironment which is underpinned
by its resources and values. An organization’s uess include its facilities, staff,

knowhow and money. Values are the beliefs of thgaBizations that in turn determine
the expected behaviors from managers and empld@@sgson, 2008). The strategies that
an organization actually pursues are typically atame of the intended and the emergent.
Intended strategies are the product of formal expatplanning and decision making, but
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the strategy that is actually pursued is somewjmctally emergent including bottom up
initiatives, rapid responses to anticipated oppuoties and threats, and sheer chance
(Johnson et al, 2008).

1.1.2 The external environment

According to Pearce, Richard and Amita (2008), atlod external factors influence a
firm’s choice of direction and action and, ultinlgtets external structure and internal
processes. These factors constitute the externalbement and can be subdivided in to
three interrelated subcategories, namely; factotke remote environment, factors in the
industry environment, and factors in the operagmgironment. In combination, these
factors form the basis of the opportunities anedls that a firm faces in its competitive

environment.

The remote environment comprises factors that raigi beyond, and usually irrespective
of any single firm’s operating situation. It corisi®of the economic, social, political,
technological, and ecological factors. This enuinemt presents firms with opportunities,
threats, and constraints, but rarely does a sifigie exert any meaningful reciprocal
influence (Pearce et al, 2008).

The industry environment consists of the generahditns for competition that
influence all businesses that provide similar patslland services (Pearce et al, 2008).
According to Johnson & Scholes (2002), competitasmnin business is about gaining
advantage over competitors: in public sector ithhlge demonstrable excellence within a
sector and/or advantage in the procurement of resesu The essence of strategy
formulation is coping with competition. In the Higfor market share, competition is not
manifested only in the other players, but ratheiisitalso rooted in the industry’s
underlying economics , and competitive forces eMistt go beyond the established
combatants in a particular industry. Customers,pbers, potential entrants, and
substitute products are all competitors that maymmee or less prominent or active
depending on the industry. The state of competitoan industry depends on five basic

forces, namely: threats of new entrants, bargaipmger of suppliers, bargaining power
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of buyers, threats of substitute products and thiensity of rivalry of industry
competitors. The collective strength of these fercketermines the ultimate profits of an

industry.

The Operating environment, also called the competidbr task environment, comprises
factors in the competitive situation that affectfien’s success in acquiring needed
resources or in profitably marketing its goods aavices. Among the most important of
these factors are the firm’s competitive posititme composition of its customers, its
reputation amongst suppliers and creditors, andbtbty to attract capable employees.
The operating environment is typically much moréjsat to the firm’'s influence or

control than the remote environment. Thus the fioas be more proactive (as opposed
to reactive) in dealing with the operating envir@mnthan in dealing with the remote

environment (Pearce et al, 2007).
1.1.3 Development Finance in Kenya

Development finance is a specialized sector ofittance industry that aims to bridge the
gap between commercial investment and governmes@a@ment aid. In Kenya the state
owned DFIs are:ndustrial and Commercial DevelopmenCorporation
(ICDC)incorporated in 1954 offering equity and Ieam medium-and large-scale
industrial and commercial projects as well as Idansmall-scale projects; Development
Finance Company of Kenya (DFCK)currently known asv&opment Bank of Kenya
(DBK) was incorporated in1964 offering equity arghrs in medium-and small-scale
projects, mostly manufacturing as loans to smallesc projects; Agricultural
Development Corporation (ADC), incorporated in 198ffering management of state
and private farms as well as equity and loans m-aglustrial enterprises; Kenya Tourist
Development Corporation (KTDC) incorporated in196fering equity and loans in
tourism projects and hotel management; Kenya Im@dlidEstates (KIE) incorporate in
1967 offering development of industrial estatesriéwtural Finance Corporation (AFC)
incorporated in 1969 providing agricultural loankjdustrial Development Bank
(IDB)incorporated in1973, providing equity and Isam medium and large scale
industrial projects (Grosh, 1991 and GovernmenKefhya Development Plans, 1970-
1974and 1974-1978 as quoted in(Njenga, Ngugi& MaaRl006).
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Development Finance Institutions (DFIs) in Kenyareaveet up to provide long term
finance to prioritized sectors as part of the indakzation strategy. Despite the
existence of DFls since the 1960s and 1970s, tierstill a glaring development
financing gap in Kenya, thus raising concern afidw the private sector is going to
expand and grow without appropriate finance to emang-term investment (Njenga et
al, 2006)

1.1.4 Industrial and Commercial Development Corporation

ICDC was incorporated through the ICDC Act in 1984 facilitate industrial and
economic development in Kenya. The Corporation imgsnded to act as a catalyst in
promoting commercially viable projects through egdinancing, financial syndication,
joint ventures or direct lending (ICDC strategicaml 2011).The Corporation was
established to lend to small businessmen, espetialse acquiring businesses from non-
citizens and those wishing to expand their tradaegvities. Further, under the Small
Industrial Loans Scheme (SILS), Kenyans were assist acquiring enterprises dealing
with saw milling, woodwork, shoe making, leatheogassing and clothing.

Changes in the economic environment such as lisatan, has resulted in a number of
services for which development finance institutigps1s) were formed being offered by
other players including commercial banks and namklrey financial institutions. For
ICDC to remain relevant it needs to have effectiegponse strategies that will ensure
that it remains relevant (ICDC strategic plan 2011)

1.2 Research problem

Response strategies refer to the actions takembyrganization reacting to changes in
the environment, to determine the direction angeanf an organization over the long-
term. The aim of these responses is to achieventalya for the organization through its
configuration of resources within the challengingvieonment, to meet the needs of
markets and to fulfill stakeholder expectations@@®un and Scholes, 2002).A host of
external factors influence a firm’s choice of diten and action and, ultimately, its
external structure and internal processes. Thestorfa constitute the external

environment and can be subdivided into three iaetated subcategories, namely; factors
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in the remote environment, factors in the industryvironment, and factors in the
operating environment. In combination, these facform the basis of the opportunities

and threats that a firm faces in its competitiveiemment (Pearce Il et al, 2008).

For four decades since its formation, the Industaad Commercial Development
Corporation (ICDC) was a highly effective DFI protimg job creation and economic
growth through involvement in industrial and comaigr projects. In the past two
decades however, ICDC has become a peripheralrplayke financial and investment
services market. It faces a major challenge infyasy its existence and relevance to key
stakeholders. ICDC has had three documented fiae gerporate strategic plans. The
three plans were for the period 1999 to 2004, 26D09 and the current one of 2009 to
2014. 1t is therefore necessary to identify thategies that ICDC has adopted over time
and to evaluate whether they have been effective.

Previous researches have concentrated on the prandghe challenges of implementing
strategies by various organizations. Such resesraneude: Competitive strategies
adopted by Five Forty aviation Limited, Yienya(2p0Strategic responses to financial
distress by commercial banks in Kenya, Yator (208®sponse of the KPLC to changes
in the environment (Maina, 2005),and ResponseshbyHELB to the environmental
challenges of financing higher education in Kenyalgmpaa, 2006), among other
researches. No research has been carried outdm@inthe success of these responses.
Furthermore there has been very little researctthén specific area of Development
Finance institutions (DFIs). In her research- t8fyer responses of public development
Financial Institutions in Kenya, Njirithia (2007@commended more research in the area
of the success of the responses by DFIs. Karur@gR0n her study; Challenges of
strategy implementation in DFIs: a case study @@Cdid not evaluate the effectiveness

of the strategies.

This study sought to answer the questions: What thee changes in the external
environment that the Industrial and Commercial Dgweaent Corporation considers to
affect them most? What are the response stratbgiest adopted? Have the response

strategies adopted been effective?



1.3 Research objectives
The study had three objectives. These were;

I. To determine the changes in the external environmiich the Industrial and

Commercial Development Corporation considers tecfthem most.

ii. To establish the strategies adopted by the Indlistand Commercial

Development Corporation to address the externatr@mwental changes.

iii.  To determine the effectiveness of the responseegies adopted by the Industrial

and Commercial Development Corporation.
1.4 Value of study

DFIs and all organization work in the framework ari external environment that is
constantly changing. Strategic responses are drafgeorganizations to respond to this
changing environment. The existing body of knowkedigsed on previous researches is
deficient in terms information of how effective Heeresponse strategies have been. This
study sought to inform the existing body of knowgedon the effectiveness of the
strategies adopted by DFlIs through the case stdidheo Industrial and Commercial

Development Corporation.

Scholars in the previous researches have focusee omoevaluating the responses to the
external environment. No research has been caouédo find out the success of these
responses. Furthermore there has been very liédearch in the specific area of
Development Finance institutions (DFIs). This stusbught to stimulate further
researches on the effectiveness of response sémteglopted by DFIs and all

organizations in general.

The Industrial and Commercial Development Corporahas had three documented five
year corporate strategic plans since 1999. In gpithis the Corporation has during the
same period become a peripheral player in the iahand investment services market.
This study brings out the changes in the externalrenment which the Industrial and

Commercial Development Corporation considers teciffthem most and establishes the



strategies adopted to address the external enveotainchanges. Of additional value was
the evaluation of whether the strategies have leffestive and recommendation on the

ways to make future strategies more effective.



CHAPTER TWOLITERATURE REVIEW

2.1Introduction
This section explores the existing literature oe #ubject of response strategies to

changes in the external environment. It bringstbatexisting theoretical framework on

the topic as outlined by various scholars and astho
2.2 External environment

The external environment of an organization in hess is the pattern of all the external
conditions and influences that affect its life atevelopment (Mintzberg& Quinn, 1991).
A company’s macro environment includes all releviactors and influences outside the
company’s boundaries that are important enoughat@ la bearing on the decisions the
company makes about its direction, objectivestesaand business model (Thomson,
Strickland & Gamble, 2007).

Hitt, Ireland &Hoskisson (1997), identifies threengponents of external environment,
namely; the general, industry and competitor emvirent. Similarly, Pearce, Richard and
Amita (2008),identifies three components of theeexdl environment, namely; factors in
the remote environment, factors in the industryirmmment, and factors in the operating
environment. In combination, these factors formlhsis of the opportunities and threats
that a firm faces in its competitive environmerd, @nceptualized in the framework

below:



The firm’s external environment framework

Remote
environment Industry environment :
Operating
e Economic * Entry Barriers Environment The
« Social « Supplier power « Competitors firm
. Political e Buyer Power » Creditors
. Technolodi * Substitute » Customers
echnologica availability
I e Labor
» Competitive rivalry '
» Ecological » Suppliers

Figure 1.1, extracted from Pearce, et al (2008)

Pearce et al, (2008) see the remote environmenbragprising of factors that originate
beyond, and usually irrespective of any single Broperating situation. It consists of the
economic, social, political, technological, and legaal factors. This environment
presents firms with opportunities, threats, andst@mts, but rarely does a single firm

exert any meaningful reciprocal influence.

The industry environment consists of the generahditns for competition that
influence all businesses that provide similar pasliand services (Pearce et al, 2008).
Hill & Jones (2001) views an industry as a groupcompanies offering products or
services that are close substitute for each ofkmording to Johnson & Scholes (2002),
competitiveness in business is about gaining adgenbver competitors: in public sector
it might be demonstrable excellence within a seatut/or advantage in the procurement
of resources. The essence of strategy formulas@oping with competition. In the fight
for market share, competition is not manifested/ amlthe other players, but rather it is
also rooted in the industry’s underlying economiesid competitive forces exist that go
beyond the established combatants in a particuldustry. Customers, suppliers,
potential entrants, and substitute products areatpetitors that that may be more or

less prominent or active depending on the indusiitye state of competition in an
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industry depends on five basic forces, namely:atfsref new entrants, bargaining power
of suppliers, bargaining power of buyers, thredtsubstitute products and the intensity
of rivalry of industry competitors. The collectig&rength of these forces, determines the
ultimate profits of an industry. Grants (1996), weg that understanding how firms

compete in order to serve customers’ needs, wlpp befirm identify opportunities for

competitive advantage within an industry.

The operating environment, also called the comipetibr task environment, comprises
factors in the competitive situation that affectfien’s success in acquiring needed
resources or in profitably marketing its goods aedsices. Among the most important of
these factors are the firm’s competitive posititme composition of its customers, its
reputation amongst suppliers and creditors, andbtkty to attract capable employees.
The operating environment is typically much moréjsat to the firm’'s influence or

control than the remote environment. Thus the fioais be more proactive (as opposed
to reactive) in dealing with the operating envir@mnthan in dealing with the remote

environment (Pearce et al, 2008).
2.3 0Organization and environment

Organizations, at all levels need to develop thétwalo collect and utilize information

about their external and internal environments (Bsr 2004). According to Wheelenand
Hunger (2008), before an organization can begiatesyy formulation, it must scan the
external environment to identify possible opportisi and threats and its internal
environment for strengths and weaknesses. A Catipor uses this tool to avoid

strategic surprise and to ensure long-term health.

According to Pearce et al (2008), each firm mustsater the economic trends in the
segments that affect its industry. On both theomai and international level, managers
must consider the general availability of credie level of disposable income and the
propensity of people to spend. They should alsoitooprime interest rates, inflation

rates and trends in the growth of the gross dom@stiduct. Informed estimates of the
impact of alterations such as geographical shiitgpopulations and changing work

values, ethical standards and religious orientatioan help a strategizing firm in its
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attempts to prosper. Political factors may eitlmitlor benefit the firms they influence.

Firms must strive for an understanding both of ékesting technological advances and
the probable future advances that can affect tpeaducts and services through
technological forecasting. Corporate environmerggponsibility must be taken seriously
and environmental policy must be implemented taiena comprehensive organizational

strategy.

According to Michael Porter as quoted in Johnsaro&s, &Whittington (2008), alive
forces framework constitutes a good method for yamalof the industry structure. The
forces are ; the threat of entry to an industrg threat of substitutes to the industry’s
products or services; the power of buyers of tldeistries products or services; the power
of suppliers in the industry; and the extent ofihiy between competitors in the industry.
Where the five forces are high, then industriesnateattractive to compete in. There will
be too much competition and too much pressureldavakasonable profits. The analysis
should next prompt investigations into which indiest to enter or leave, what influence

can be exerted and how the competitors are diffigraffected.

The operating environment, also called the competitask or task environment
comprises factors in the competitive situation thfiect a firm’s success in acquiring
needed resources or in profitably marketing itsdgoand services. Among the most
important of these factors are the firm’s competitposition, the composition of its

customers, its reputation amongst suppliers anditors, and its ability to attract capable
employees. The Operating environment is much mobgest to the firm’s influence or

control than the remote environment. The firms barmuch more proactive in dealing

with the operating environment than in the remaotg@renment (Pearce et al, 2008).

Johnson et al (2008), argues that when the busieegisonment has high levels of
uncertainty arising from either complexity or ramidange, or both, it is impossible to
develop a single view of how environmental influemanight affect an organization
strategies and would be indeed dangerous to ddswording to Capon (2008), the
external environment is an immensely complex andadyc place and therefore,

performing an analysis of the external environnardn organization requires access to
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a wide range of information. If this informationnst available within the organization, it

may have to be sought, collected and collated fotmer sources.
2.4Response strategies

Strategy of the firm is the match between its m&ércapabilities and its external
relationships. It describes how it responds tauspliers, customers, its competitors and
the social and economic environment within whicloperates (Lynch, 2009). Strategy
can be seen as the matching of the resources divitieg of an organization to the
environment in which it operates. This is knownthe strategic fit. The notion of
strategic fit is developing strategy by identifyingpportunities in the business
environment and adapting the resources and compeseso as to take advantage of
these. This would be important in order to achidglke right positioning of the

organization (Johnson & Scholes, 2002).

According to Ohmae as quoted in Capon (2008), exjsais about trying to influence

where possible, the external environment in whieh ¢company operates; differentiating
to add unique value to products and services; habtghly understanding the market
place, its segmentation and the customers. AcogrdifOhmae, three Cs interact and try
to influence one another. Corporations or compasésk to beat direct competitors on
cost or seek to add more value for the same ca@st ttompetitors are able to do.

However, the added value has to be perceived &sistle eyes of the paying customer.

Ideally, an organization wants a close match wghenvironment which is underpinned
by its resources and values. An organization’s uess include its facilities, staff,
knowhow and money. Values are the beliefs of thgaBizations that in turn determine
the expected behaviors from managers and empld@@sgson, 2008). The strategies that
an organization actually pursues are typically atame of the intended and the emergent.
Intended strategies are the product of formal expatplanning and decision making, but
the strategy that is actually pursued is somewjpatally emergent including bottom up
initiatives, rapid responses to anticipated oppuoties and threats, and sheer chance
(Johnson et al, 2008).
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According to Capon (2008), choice is about what tinganization wants to do and
involves identifying strategic options, which indki competitive strategy, corporate
strategy, international strategy, market options growth strategy. Competitive strategy
involves the company deciding to be low cost oreabidalue producer, in a mass or niche
market. Market options include market penetratipmpduct development, market
development or diversification. Growth strategy @®svhow an organization chooses to
expand, through various options such as organievifjroacquisitions and strategic
alliances. International strategy refers to how cempgany develops an international

strategy and expansion.

Organizations require an effective competitive tegg to operate successfully in a
market where there is established and potentiapetition. Michael Porter as quoted in
Capon (2008) developed the generic competitive tegfi@s: cost leadership,
differentiation and focus. A cost leadership sygteequires that a broad target or mass
market be supplied with standard products or sesvi® successful cost leader in an
industry will be the lowest cost producer in theteeand offer the mass-market products
and services of a quality comparable to that offet®y direct competitors. A
differentiation strategy, like cost leadership &gy, targets a mass market. However,
differentiation strategy is used to offer the custo added value, rather than the reduced
costs and lower prices of a cost leadership styafBge differentiation strategies are used
to aim for a niche market, or a section of the ratnkhich is not served well by
mainstream competitors in the sector. A comparplementing a focus strategy is more
likely to succeed if it centers its efforts on anher of niche market sectors and serves

only them to the exclusion of other broad markensents.

According to Pearce et al (2008), business sudoetison cost leadership requires the
business to be able to provide its product or serat a cost below which the competitors
can achieve. This must be sustainable cost leagetistough skills and resources that
foster cost leadership and organization requiresndnt support and sustain cost
leadership activities. Differentiation requires tththe business have sustainable
advantages that allow it to provide buyers with sthimg uniquely valuable to them.

This must be sustainable through skills and ressutbat foster differentiation and

13



organization requirements to support and sustdiiardntiation activities. The experience
of many businesses indicates that the highesttpbality levels are found in businesses

that possess both types of competitive advantatieeatame time.

According to Pearce et al (2008), skills and resesirthat foster cost leadership are:
sustained capital investments and access to capratess engineering skills; intense
supervision of labor or core operations; productsservices designed for ease of
manufacture or delivery; and low-cost distributi@ystem. On the other hand,
organizational requirements to support and sustash leadership activities are: tight cost
controls; frequent, detailed control reports; comtius improvement and bench marking
orientation; structured organization and respotisés and incentives based on meeting

strict, usually quantitative targets.

The skills and resources that foster differentratoe; strong marketing abilities; product
engineering; creative talent and flair ; strong atalities in basic research; corporate
reputation for quality or technical leadership; dotradition in an industry or unique

combination of skills drawn from other businessg&spng cooperation from channels;
and strong cooperation from suppliers of major congmts of the product or service.
Organizational requirements to support and sugldferentiation activities are: strong

coordination among functions in research and deweént, product development and
marketing; subjective measurement and incentivesean of quantitative measures;
amenities to attract highly skilled labor, scietg#ti@nd creative people; tradition of
closeness to key customers; and some personnleldskilsales and operations —technical

and marketing(Pearce et al, 2008).

Pearce et al (2008) also adds speed based stmat@gia competitive advantage. He
argues that although speed is a form of differéota it is more than that. Speed
involves the availability of a rapid response touatomer by providing current products
quicker, accelerating new product development oprawement, quickly adjusting

production processes and making decisions quickly.

According to Johnson et al, (2008), at the corgolatel strategy, an organization has the

choice between: penetrating further in to its eéxgssphere; consolidation by protecting
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the existing products and existing markets; devetppew products for its existing
markets, bring its existing products in to new nedsk or full diversification altogether
with new markets and new products. Market penetmats where an organization gains
market share of its existing market with its exigtiproduct range. In consolidation,
organizations focus defensively on their currentk@ats with currents products. Through
product development, organizations deliver modif@dnew products or services to
existing markets. Market development involves affgr existing products to new
markets. Diversification is a strategy that takke brganization away from both the

existing markets and its existing products
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CHAPTER THREERESEARCH METHODOLOGY
3.1Introduction

This section brings out the research design thatadapted for this study, the reason for
its choice, its requirements and how they have lmeen The section also outlines the

sources of data and the data analysis methods used.
3.2Research design

This is a case study. According to Kothari (20@4);ase study is a form of qualitative
analysis that involves a careful and complete olagiem of a social unit, be that a unit
person, family or institution, a cultural group @ren the entire community. Ghauri and
Gronhaug (2005) see this design as consisting séreing a single group or event at a

single point in time, usually after some phenomethah may have produced results.

Zikmud (2003), see the purpose of a case studyadedls being to obtain information
from one or a few situations that are similar te tiesearcher’s situation. Cooper &
Schindler (2006) argues that case studies places ramphasis on a full contextual
analysis of fewer events or conditions and thefererctions. This emphasis of detail
provides valuable insight for problem solving, exdion and strategy. The detail is
secured from multiple sources of information. lloais evidence to be verified and
avoids missing data.

A case study design was used because these reseéfochised on one unit, ICDC. ICDC
is a leading development financial institution, @hihas implemented several strategic
plans over the last 15 years. This can be usedntteratand the situation of other

development finance institutions in Kenya.
3.3Data Collection

The main data for this study was secondary dataiwivas to determine how ICDC has
responded to the external environmental changesidpth interviews were carried out.
An interview guide (appendix 1) with the explanat@uestions was used to collect the
relevant primary data for the study. A letter ofraduction, (appendix IlI) and the

interview guide was issued to the respondents bdfa interview.
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The major departments of ICDC are: Operations,t&saand Risk, Special Projects,
Information and Communication Technology, Legalndfice, Human Resources and
Administration, and Internal Audit.The intervieweegre 6 heads of departments who
have worked for ICDC for at least five years. Tlifgcers interviewed were expected to
have an understanding of how ICDC has respondexktiernal environmental changes

affecting it over the five years and beyond.
3.4Data analysis

The data was analysed using content analysis. Aowprto Kothari (2004), content
analysis consists of analysing the contents of oh@tuary materials such as books,
magazines, newspapers and the contents of all ottral materials which can be

spoken or printed.

The reason for using this method was that the dallacted was qualitative in nature.
The data collection method used does not restaspandents on the answers and

therefore has the potential of generating morermédion with much detail.
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CHAPTER FOURFINDINGS AND DISCUSSIONS
4.1 Introduction

This section brings out in summary the data obthinem the field work. It summarises
the data obtained through interviews with six & tEDC managers who have been in

the Corporation for more than five years.
4.2 External environmental changes

The objective was to determine the changes in xtermal environment that have had
major impact on the operations of ICDC in the [EHstyears. The changes were classified
in to three categories namely; remote environmiadtstry environment and changes in

the operating environment.

Respondents were asked to name changes in theereamatonment namely the social,
political, technological and ecological factorstthave had a major impact on ICDC in
the last 15 years. The respondents indicated fhad early 1980’s; the Corporation had
access to budgetary support from the Treasuryrid &ctivities that were consistent with
its core mandate. The Corporation also had accesBdaper lines of credit on the basis
of Government guarantees. However, with economgiscin the mid 80’s, there was
reduced funding from the Treasury to the DFI's,hsas ICDC. In addition, the structural
adjustment programmes (SAP’s) implemented by gawent in the 1990’s resulted in
the discontinuation of Government guarantees taDREs. This meant the Corporation
could not borrow from its traditional sources fds iactivities thus reducing the

availability of credit.

The respondents also brought out market liberadimatigh interest rates, high levels of
inflation, and slowdown in the growth of gross d@teproduct, especially in the 1990’s
as another external environmental factor that &gte¢CDC. There were high incidences
of interest rate increases as well as high leveisftation which increased the cost of
borrowing. This together with the slowdown in treeomic growth reduced the clients
ability to pay their loans on time due to poor Imess performance resulting in higher
level of nonperforming loan portfolio. In additiomhe liberalization of the Kenyan

economy in the 1990’s that brought in competitiocjuding that of international players
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made Kenyan goods and services very uncompetititieel local market. Local industries
could not produce goods and services at a coselmugh, to compete with the cheaper
imports that were flooding the local market. Theufeant effect was the collapse of
‘weak’ local industries and a decline in the numbgfstart up’ businesses investments
by ICDC. Several of ICDC’s investments began makogses with some being put on
receiverships. This not only affected the incomehef Corporation but also the balance

sheet due to increased non-performing loans arestments.

The respondents also felt that there has been rap@l high level technological
advancement in the last fifteen yeaf$e period has seen the development gpett
systems for knowledge-based expert advice for esetsuand strategic information
systems and strategic products and services fopebtive advantage. It also came with
the Internet advancement, which brought about teetrenic business and commerce
role of information technology in the 1990s to 2600The systems involved in this
period are Internetworked E-Business and E-Commesgstems that concern
internetworked enterprise and global e-businessatipes and electronic commerce on
the Internet, intranets, extranets, and other nétsvoThis demanded heavy capital
investment that in turn affected the resourceslavia for onward lending.

On the political changes, the respondents felpssing of the state Corporation’s Act of
1986, that shifted the role of appointing the heafisstate Corporations to central
government, increased political interference in Ct affected the appointment of the
top leadership of the Corporation, which in turfeefed the quality of leadership of
ICDC. Frequent changes in top management, eman#tomy political interferences

affected the continuity of the strategic plannimgl &s implementation. At the social and
political front, the respondents felt that theresveadecline in ethical values and social
cohesiveness resulting in increased levels of ption especially in the government and
tribal violence affecting people and their investrtse Political interference combined
with corruption resulted in pressure to lend in +vtable projects, which latter increased
the levels of non-performing loans. Political Iriéeence with some of the ICDC

investments drove them in to loss-making leadinthéocollapse of some them.
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The respondents felt that the World Bank imposeplirement for privatization forced
ICDC to sell its investments at a time when thees wo frame work for privatization.
Many of these investments were sold below par vdleddition, the funds received
from these investments were reinvested with paliticterference resulting in high level
of non-performing loans. Tribal violence resultedthe displacement of people from
their areas of habitation leading to collapse ahsm®f the businesses financed by ICDC.

This in turn affected the loaner’s ability to péwgtloans.

When asked to identify the changes in the indusen@ironment that have affected the
Corporation, the respondents indicated that thellasyears has been marked by rapid
growth in the banking sector, as well as an ina@eashe number players participating in
long-term lending. A number of foreign donors hastablished direct links with the
market for example by establishing their own mitnance institutions. This has resulted
in intense competition amongst the lenders, botlenms of borrowing and lending.

When asked about the changes in the operatingeemment, the respondents felt that the
market liberalization brought in greater customareetation, with more players
competing to provide better services. The Corpamé visibility in the market has been
eroded by other players who have been aggressihe imarket. The Corporation is

therefore not amongst the preferred lender in theket.
4.3Response strategy and environmental change

When the respondents were asked to identify thporeses that ICDC made to the
changes in the environment, they identify severaljomresponses. The first was
restructuring it business process, aiming to cuérdon costs. Three restructuring events
were carried out in 1994, 2002 and 2005, redudiegdbor force from an initial level of
over 600 to current levels of below 60 employees/e®al non-core business processes
such as cleaning, tea services were outsource@wAdepartment was created to sorely
deal with increased problem loans and investmeht® Corporation also closed its
branch network to respond to the low business dumtense competition from other

players and increasing bad debt portfolio.
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When asked how the Corporation responded to ladkrafing or loan guarantees from
the government, the respondents indicated that IED&iewed its financing policy such
that any financing or equity investments was tatoetly on commercial basis. This led
to the Corporation’s departure from its core maedas the funding of other activities
purely for its survival and its sustainability. Asresult there was too much focus on
credit function. Without new equity investments ICiried to’ holding on’ to the mature
equity investments. This was contrary to the exadewt, that ICDC would retire mature
equity investments while investing in new ones. Tégpondents further indicated that
the Corporation over time diversified its portfolio include products such as personal
loans that are provided by the mainstream banksvbich the Corporation had no

competitive advantage.

When asked about the response made to the chategimgplogical changes, the
respondents felt that ICDC kept pace with techncklghanges, changing from the
manual to the computerized systems.ICDC was amahgdirst organization to invest in
computerization, at one point utilizing it for coetjlive advantage to offer computer
services to its investment companies as well asratbmpanies that had not invested in
their own computer facilities. Starting from thelganvestments in the mainframe
computers the Corporation has also kept up towdkemodern time’s micro- computers.
The Corporation invested in the loan system fomtlamagement of its loan and other
investments. It has recently acquired and enterpesource programme for the
management of its processes. The respondentsdglb€ation has invested in upgrading

Information equipment such as computers, intraaetsextranets networks.
4.4 Effectiveness of Response strategy

When asked whether the response strategies weretief, the respondent felt that the
response to technological changes was effectivha@xtent that the migration from the
manual to computerized systems has resulted inetdme of communication and
availability of information. The Corporation was labincrease value by using its
advanced technology to provided computer serviaesother organizations. The
formation of a special department to deal with peobloans and investments has yielded

fruits with increased level of debt collection aneduction of bad debts.
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When asked about the response to the terminatiogogérnment of financing the
respondents felt that the Corporation has not lzdxa to identify sufficient sources of
funds. The increased cost of borrowing was alsoadotressed. In addition the reduced
manpower resulted in a great declined in the Catpmr’s research and development
capacity. The Corporation was therefore not abledentify opportunities for new
investments in the market, which would have resuli@ new project investments.
Respondents felt that identification of new viaplejects would have made it easier to

source for funding.

Although the Corporation’s financing policy was ofgad to lend only to commercially
viable projects, political interference especiatiythe 1990s appear to have been beyond
the control of the Corporation. Equally the Corpiora has not been able to ensure
continuity of implementation of the strategic plaarssing from constant changes in the
top management, namely the executive director dral Board of Directors. The
restructuring did not address the lack of contiuithe rapid privatization of ICDC
investments meant that, ICDC found herself witlyéafinancial resources without clear
investment plans. The resources therefore founul tey in to projects that were not
viable, thus increasing the non performing loartfpbo.

According to the respondents, after ICDC was rettined in 1993/94, ICDC'’s financing
policy was changed and any financing, equity onsowas to be strictly on commercial
basis. The resultant effect was a decline in imaests in equity in favor of the less risky
investment products. The result was too much facusmall often short term loans. As a
result, no new equity investments were being ccettensure that the Corporation could
have a balanced portfolio, there was a huge nolopeing loan portfolio, as no proper
risk management strategies were put in place, twagerisks associated with this type of
lending, yet the scale of delivery was too smail,ntake any significant impact on

ICDC’s industrialization and commercial developnadmole.

According to the respondents, the closure of tlaadin network did not help matters as it
only reduced the Corporation’s presence in the etagkd its capacity to reach out to
clients. The traditional products of ICDC were gehtowards addressing the unmet

demands for equity funding and long term financikigwever, with the entry of new
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players in the same segments, the Corporation oid respond effectively to the
competition by being more creative and innovatiaeits product development. The
Corporation instead resorted to diversificationtsfproducts range, away from its core
mandate. In addition the Corporation did not resptmnchanging customer expectation,

by being actively engaged in the market to creai@aness on its products.

When asked about the restructuring programs, thigorelents felt that the restructuring
programs, focused too much on cost reductions ahdnowth of the business. Through
the various retrenchment programs, the Corpordtias reduced its workforce from a
high of 600 employees to the current 65, whichdrasled the Corporation’s capacity to
effectively deliver on its mandate. Corporation mas$ in the past invested in research,

business development and marketing campaign ingmt

When asked on what the ICDC could have done to nia&eesponse strategies more
effective, the respondent felt that strengtheninipe research and development activities
would have allowed the Corporation to develop iratae products that are in line with
the market requirements as well as the mandateCDICl to increase the capacity to
Identify and take up new projects. The respondalsis felt that there should have been
more engagement with the government, in order ignalCDC strategies with the

governments, overall strategy.

Proper risk Management strategies should havénppiace, to manage risks associated
with small loans lending. This would have reduckd tevel of non-performing loan
portfolio. Under the mandate of the 1993/1994 ues$tring, the Corporation was
expected to pursue an early liquidation of its matinvestments, so as to provide
resources for re-investment. This did not happen awith time, ICDCbecome
fundamentally a ‘holding company’ with an investrnportfolio of enterprises that were
initiated many years ago, with no new equity inmestts. Early liquidation of
investments should have been pursued, while ergsthi existing of an elaborate deal —

pipeline, to absorb the funds that come in.

The respondents further felt that the Corporatiboutd have developed proactive and

timely strategy on how to deal with sale of exigtmature investments tore-investment
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in new projects, rather than attempting to holdmthe mature investments. This would
have ensured that the Corporations presence wawiel ¢ontinued to be felt and progress
made towards the achievement of its mandate. ThepdCation should also have

marketed its products aggressively, in order t@ettclients and grow the customer base.

4.5Discussion of findings

The first objective was to determine the changeshe external environment that the
Industrial and Commercial development Corporatiamsiders to affect them most.
Under the remote environment, one major factor tireatly affected ICDC was the
structural adjustments programmes implemented éygdvernment in the 1990’s, which
reduced Idec’s access to credit on the basis okfpovent guarantees and direct funding
from the Treasury. Liberalization and globalizationthe 1990’s made Kenyan goods
and services very uncompetitive in the local mari@saveral of ICDC’s investments
began making losses with some being put on recyms. Rapid technological
advancement in the last fifteen yedesdemanded heavy capital investment that would
in turn affect the resources available for onwartting.

Regular changes in the top leadership of the Catjmwor, affected the quality of

leadership of ICDC. Political Interference with soraf the ICDC investments drove
them in to loss making leading to the collapsearhs them. Tribal violence resulted in
the displacement of people from their areas ofthtibn leading to collapse of some of
the businesses financed by ICDC.

This agrees with Pearce et al (2008), who arguedl ¢lach firm must consider the
economic trends in the segments that affect itastig. They further argued that both at
the national and international level, managers ncossider the general availability of
credit, the level of disposable income and the pnsjiy of people to spend. They should
also monitor prime interest rates, inflation ratesl trends in the growth of the gross
domestic product. Informed estimates of the impdcalterations such as geographical
shifts in populations and changing work values,icath standards and religious
orientations can help a strategizing firm in iteeatpts to prosper. Political factors may

either limit or benefit the firms they influenceirfis must strive for an understanding
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both of the existing technological advances andpifubable future advances that can

affect their products and services through techyiodd forecasting.

Within the industrial environment, ICDC was affati@ost by the entry of other players
in the provision of long term lending .Large donbave also established direct links with
the market. This has resulted in intense competdimongst the lenders, both in terms of
sourcing for funding for onward lending as wellimghe lending to the investors. This is
consistent with Michael Porter’s five forces franmelv method for analysis of the

industry structure as quoted in Johnson, Scholegyt&itington (2008). Porter argued

that where the five forces are high, then industaee not attractive to compete in. There

will be too much competition and too much pressarallow reasonable profits.

Within the operating environment, market liberdiiaa brought in greater customer
expectation, with more players competing to prowbeé#ter services. The Corporation’s
visibility in the market has been eroded, by ofblayers who have been aggressive in the
market. The Corporation is therefore not amongstpiieferred lender in the market. This
is consistent with Pearce et al, 2008 who argued, #timong the most important of
factors in the operating environment are the firgsésmpetitive position, the composition
of its customers, its reputation amongst supplers creditors, and its ability to attract

capable employees.

The second objective was to establish the strategopted by the Industrial and
Commercial Development Corporation to address thdergal environmental
changes.The Corporation responded by restructitsrgusiness processes, aiming to cut
down on costs. To respond to lack of funding onlgaarantees from the government,
ICDC'’s financing policy was changed so that anyficing or equity investments were to
be strictly on commercial basis. ICDC kept pacenwéchnological changes, changing

from the manual to the computerized systems.

The last objective was to determine the effectigsnef the response strategies adopted
by the Industrial and Commercial Development Campjion.The response to
technological changes was effective to the exteat the migration from the manual to

computerized systems has resulted in the ease mfnaaication and availability of
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information. The Corporation was able increase e/ddy using its advanced technology
to provided computer services to other organizatiohhe formation of a special

department to deal with problem loans and investmbas yielded fruits with increased
level of debt collection. This is in line with Ohmas quoted in Capon (2008), who
argued that strategy is about trying to influendexe possible, the external environment
in which the company operates; differentiating thd ainique value to products and
services; and thoroughly understanding the markatep its segmentation and the

customers.

However, the Corporation has not been able to iiyeatsufficient source of funds, to
cater for the reduced funding and lack of loan gaosres from the government. The
increased cost of borrowing was also not addredsedddition the reduced manpower
resulted in a great declined in the Corporatiopsearch and development capacity. The
Corporation was therefore not able to identify gapshe market, and to develop new

projects.

The Corporation has not been able to ensure coatytiobimplementation of the strategic
plans arising from constant changes in the top gemant, namely the executive
director and the Board of Directors. The restrungurdid not address the lack of
continuity, neither was it able to align its proses to the business objectives. This is in
line with Pearce et al, (2008) who saw the remotgrenment as comprising of factors
that originate beyond, and usually irrespectivamy single firm’s operating situation. It
consists of the economic, social, political, tedbgaal, and ecological factors. This
environment presents firms with opportunities, éitse and constraints, but rarely does a

single firm exert any meaningful reciprocal infleen

The change of the financing policy, to ensure #rat financing, equity or loans was to
be strictly on commercial basis resulted in a aecln equity investments in favor of the
less risky investment products. The result wasnoch focus on small, often short term
loans. As a result, no new equity investments weeig created to ensure that the
Corporation could have a balanced portfolio, theses a huge non-performing loan

portfolio, as no proper risk management strategiese put in place, to manage risks
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associated with this type of lending, yet the scdldelivery was too small, to make any

significant impact on ICDC’s industrialization andmmercial developmental role.

The closure of the branch network reduced the Gatm’s presence in the market and
capacity to reach out to clients. The traditionadducts of ICDC were geared towards
addressing the unmet demands for equity funding lang term financing. However,
with the entry of new players in the same segmehts,Corporation did not respond
effectively to the competition by being more creatiand innovative in its product
development. The Corporation instead resorted verslification of its products range,
away from its core mandate. In addition the Corponadid not respond to changing
customer expectation, by being actively engagetienmarket to create awareness on its

products. With time ICDC became a little known @ain the market.

The restructuring programs, focused too much on memhictions and not growth of the
business. Through the various retrenchment progrémesCorporation has reduced its
workforce from a high of 600 employees to the cutrr€5, which has eroded the
Corporation’s capacity to effectively deliver os inandate. Corporation has not in the

past invested in research, business developmemnmnarickting campaign initiatives.

Several actions would have made the strategies mibeetive. Strengthening of the
research and development activities would havewakb the Corporation to develop
innovative products that are in line with the maneguirements as well as the mandate
of ICDC. There should have been more engagemedhnt tive government, in order to
align ICDC strategies with the governments, ovesathtegy. Proper risk Management
strategies should have put in place, to manags askociated with small loans lending.
This would have reduced the level of non-performoan portfolio. Early liquidation of
the mature investments should have been pursueds 40 provide resources for re-
investment, while ensuring the existing of an etabemdeal —pipeline, to absorb the funds
that come in. The Corporation should also have etatkits products aggressively, in
order to attract clients and grow the customer b@kes is consistent with Pearce et al,
2008 who argued that firms can be more proactigeofgposed to reactive) in dealing

with the operating environment.
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CHAPTER FIVESUMMARY, CONCLUSIONS AND

RECOMMENDATIONS
5.1Introduction

This chapter brings out a summary of the findingmclusions and limitations of this

research including suggestions on areas of funtesearch and recommendations for
policy and practice. This research paper coveraddither chapters namely; Introduction
of the research, Literature Review, Research Metlogy and Findings and Discussions.

5.2Summary of the findings

This study had three objectives. The first objextivas to determine the changes in the
external environment which the Industrial and Comuia¢é Development Corporation
considers to affect them most. The research fohat under the remote environment
several factors affected ICDC.The structural adjgstt programmes implemented by the
government in the 1990’s reduced ICDC’s accessreditc High levels of inflation,
market liberalization, including that of the intsteates and slowdown in the growth of
gross domestic product affected the cost of bomgvand the business profitability and
as a result, the clients ability to pay their loas time resulting in higher level of
nonperforming loan portfolio. Liberalization andofbhlization in the 1990’s made
Kenyan goods and services very uncompetitive inltloal and international market,
resulting in the collapse of ‘weak’ local indussriand a decline in the number of ‘start up
and expansion’ financing facilities. Several of ICB investments began making losses

with some being put on receiverships.

At the social and political front, the study fourtdat the passing of the State
Corporation’s Act of 1986, that shifted the role appointing the heads of State
Corporations to central government, increased ipaliinterference in ICDC. Frequent
changes in top management, emanating from politioté¢rferences affected the
continuity of the strategic planning and its impetation. Decline in ethical values and
social cohesiveness, resulted in increased levélscooruption especially in the
government and tribal violence affecting people aheir investments. Political

interference combined with corruption resulted iagsure to lend in non-viable projects,
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which latter increased the levels of non-performiagns. Political Interference with
some of the ICDC investments drove them in to losking leading to the collapse of
some them. The world Bank imposed requirement fmapzation forced ICDC to sell

its investments at a time when there was no framk fior privatization. Many of these

investments were sold below par value.

Within the industrial environment, the researchniduhat ICDC was affected by the
entry of other players in the provision of longntefending. Large donors have also
established direct links with the market. This hesulted in intense competition amongst
the lenders, both in terms of sourcing for fundiog onward lending as well as in the

actual lending.

Within the operating environment, market liberdiiaa brought in greater customer
expectation, with more players competing to prowbeé#ter services. The Corporation’s
visibility in the market has been eroded, by ofblayers who have been aggressive in the

market. The Corporation is therefore not amongsiptteferred lender in the market.

The second objective was to establish the strategopted by the Industrial and
Commercial Development Corporation to address ttiereal environmental changes.
The study found that the Corporation quickly addpteformation technology in its
processes with the migration from the manual to paterized systems that resulted in
the ease of communication and availability of infation. There was rapid privatization
of ICDC investments to comply with the World Bamquirements as well as raise funds
for new investments. This was in response to tbppstge of the government guarantees
as well as financing. In 1993/94, ICDC'’s financipglicy was changed and any
financing, equity or loans was to be strictly onmeoercial basis. The Corporation
undertook three restructuring programs. There waksure of the branch network to
further cut cost on the largely inactive branchamek. A special department to deal with

problem loans and investments was formed.

The last objective was to determine the effectigenaf the response strategies adopted
by the Industrial and Commercial Development Caaion. The research found that the

response to technological changes was effectitee@xtent that the migration from the
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manual to computerized systems has resulted inetdme of communication and
availability of information. The formation of a spal department to deal with problem

loans has yielded fruits with increased level dftdmllection and reduction of bad debts.

The Corporation has not been able to ensure coatytiobimplementation of the strategic
plans arising from constant changes in the top gemant, namely the Executive
Director and the Board of Directors. The restruagirdid not address the lack of

continuity, neither was it able to align its proges to the business objectives.

The change of the financing policy, to ensure #rat financing, equity or loans was to
be strictly on commercial basis resulted in a aeclh equity investments in favor of the
less risky investment products. The result wasnoch focus on small often short term
loans. As a result, no new equity investments wemg created to ensure that the
Corporation could have a balanced portfolio, themes a huge non-performing loan
portfolio, as no proper risk management strategiese put in place, to manage risks
associated with this type of lending, yet the scdldelivery was too small, to make any
significant impact on ICDC’s industrialization aodmmercial developmental role.

The closure of the branch network reduced the Gatjpm’s presence in the market and
reduction of it capacity to reach out to clientheTtraditional products of ICDC were
geared towards addressing the unmet demands fatyefyunding and long term
financing. However, with the entry of new playanghe same segments, the Corporation
did not respond effectively to the competition Birfly more creative and innovative in
its product development. The Corporation insteasbnted to diversification of its
products range, away from its core mandate. Inteadihe Corporation did not respond
to changing customer expectation, by being actieigaged in the market to create

awareness on its products.

The restructuring programs, focused too much om miictions and not growth of the
business. Through the various retrenchment progrémesCorporation has reduced its
workforce from a high of 600 employees to the auirr65, which has eroded the
Corporation’s capacity to effectively deliver ors imandate. In addition the reduced

manpower resulted in a great declined in the Cartpmr’s research and development
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capacity as there was no reinvestment in the dilea Corporation was therefore not able

to identify gaps in the market, and to develop pegjects

Several actions would have made the strategies mibeetive. Strengthening of the
research and development activities would havewakb the Corporation to develop
innovative products that are in line with the maneguirements as well as the mandate
of ICDC. There should have been more engagemehttive government, in order to
align ICDC strategies with the governments, ovesathtegy. Proper risk Management
strategies should have been put in place, to mariage associated with small loans
lending. This would have reduced the level of nenfigrming loan portfolio. Early
liquidation of the mature investments should hawerb pursued, so as to provide
resources for re-investment, while ensuring theterice of an elaborate deal —pipeline,
to absorb the funds that come in. The Corporatimukl also have invested in research,
business development and marketing campaign ingst

5.3Conclusions

The researcher concluded thatthere were severabrmajanges in the external
environment which the Industrial and Commercial &lepment Corporation considers to
affect them most. These changes were: the structadgustments programmes
implemented by the government; high levels of tidl®y market liberalization and

slowdown in the growth of gross domestic produapid technological advancement in
the passing of the state Corporation’s Act of 1986tv shifted the role of appointing the
heads of state Corporations to central governnibatyorld Bank imposed requirement
for privatization, tribal violence that resulted tine displacement of people from their
areas of habitation and the entry of other playerhe provision of long term lending.

Market liberalization brought in greater custome&pectation, with more competitors

competing to provide better services.

The study found that the strategies adopted by Itidustrial and Commercial
Development Corporation to address the externalr@mwental changes were: a quick
adoption of information technology in its processesstructuring of its operations

forming a special department to deal with problerank; rapid privatization of ICDC
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investments to comply with the World Bank requiremseas well as raise funds for new
investments and change of ICDC'’s financing polioyttsat any financing, equity or loans

was to be strictly on commercial basis.

The research concluded that although some of thgorse strategies adopted by the
Industrial and Commercial Development Corporatioeraveffective, there were areas
which in the strategies would have been made mdfectiwe.The response to
technological changes was effective to the exteat the migration from the manual to
computerized systems resulted in the ease of congation and availability of
information. The formation of a special departmémtdeal with problem loans and
investments yielded fruits with increased leveldebt collection and reduction of bad
debts.

The study concluded that several actions would Imaade the strategies more effective.
Strengthening of the research and development itesivwould have allowed the
Corporation to develop innovative products thatiarene with the market requirements
as well as the mandate of ICDC. There should HmBen more engagement with the
government, in order to align ICDC strategies wilie governments’ overall strategy.
Proper risk Management strategies should have Ipe¢nn place, to manage risks
associated with small loans lending. This would ehaeduced the level of non-
performing loan portfolio. Early liquidation of theature investments should have been
pursued so as to provide resources for re-investmdle at the same time ensuring the
existence of an elaborate deal —pipeline, to abgsbe funds that come in. The
Corporation should also have marketed its prodaggressively, in order to attract
clients and grow the customer base.

5.4 Limitations of the research

This study was carried out by interviewing six memsbof management in the Industrial
and Commercial Development Corporation. The questiposed, required the
respondents to have a deep recollections of eviantee Corporation. The in depth
recollection by the respondents may not necessawe Ipresent. This may limit the

accuracy of the information provided.
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The targeted respondents were members of the maeagdeam. Some of them were
not involved in previous strategic planning eveni&eir responses were therefore
shallow. This was compounded by the fact that nmahagers had a busy schedule
which may have limited their willingness to givedapth responses.

5.5Suggestions for further research

This study focused on the response strategies ef Itldustrial and Commercial
Development Corporation to the changes in the paterenvironment and the
effectiveness of the responses. Sometimes, thetigfaess of such responses may be
affected by the changes in the internal environme&hére should be further research in
identifying effects of internal environmental chasg on the responses made by
Development Finance Institutions to the changeshm external environment. The
research should recommend on how to deal with iternal environment changes, in

order to make the strategic responses more eféectiv

Further research should also be carried out on thewesponses strategies adopted by
Development Finance Institutions in identifying nbgas in the external environment that
affect them and the relevant responses, compaletiase of other players in the same
industry. This will help to identify any gaps thaevelopment Finance Institutions can

fill to improve on the effectiveness of their ongsponse strategies.
5.6 Recommendations for policy and practice

Lack of continuity in strategic planning and implemation affects its success. There
should always be a feedback loop to identify thpsga a strategic plan. This feedback
will form the foundation for a review of the strgie plan or the next period of strategic
planning.

The Industrial and Commercial Development Corporgtiand by extension the other
Development Finance Institutions in Kenya, shouldergythen its research and
development function capability. This will aid ihet development of products that can
address the market needs, and to bridge finanapg.drhis will ensure their continued

relevance in the changing market environment.
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APPENDICES

Appendix |: Interview guide
Response strategies of Industrial and Commercial elopment Corporation
(ICDC) to changes in the external environment in Kaya

Please fill in all parts as sincerely as possilyléidking on one of the options given,
where applicable. For those that require your @pinplease use the blank spaces
provided

SECTION A: GENERAL INFORMATION
1. Name of department..........o.uveiieiii i e e
2. Period worked in ICDC.......c.uiiieiie i e e

3. Number of strategic plans made by the Corporaticthe last 15

SECTION B: EXTERNAL ENVIRONMENT CHANGES

4. What are changes in the external environment inyié¢hat have had major impact
on the operations of ICDC in the last 15 years?

a) Changes in the remote environmésucial, political, technological
ECOIOGICAL) ... ottt e

b) Changes in the Industry environment (the threandfy to the industry that
ICDC operates in; the threat of substitutes tandestry’s products or
services; the power of buyers of the industrieslpcts or services; the power
of suppliers in the industry; and the extent o&hiy between competitors in
the
10 1853 1)

c) Changes in the operating environment (Corporatioafapetitive position,
the composition of its customers, its reputatioroagst suppliers and
creditors, and its ability to attract
(072 10Tz 1 o] [=T=T0 0] 0] (0] V== 1) 1



5. What impact have these changes had on the opesatid@DC?

SECTION C: STRATEGIC RESPONSES

6. What responses did ICDC make to the changes iexteznal environment?

7. Were the responses to the changes in the extemabement adequate? Yes or
No

a) If Yes, what makes you feel that they were
=0 [T o [U 1 (=P

b) If No, which other responses strategies could IG@a&e made?

8. Were the response strategies to the external emagat adopted by ICDC effective?
Yes or No.

a) If yes, which responses lead to fruitful resultd arhat were these results?

b) If No, which responses were not effective? Why da think they were not
effective?

9. What could have been done to make the respongegés more effective?

Thank you.
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