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ABSTRACT

Savings and Credit Cooperative Organisations (SACCOs) mobilize savings and grant members
loans at reasonable rates of interest in times of need. The low cost products and ease of formation
are among the attributes that have provided a competitive edge to these institutions over the main
stream banks in the low income market segment. The study sought to establish the competitive
strategies adopted by SACCOs in response to the growing competition from other financial
service providers and the impact of such strategies on their performance in Muranga County. The
study had four objectives namely; To assess the effects of low cost strategies on the performance
of SACCOS; Establish the effects of differentiation on the performance of Sacco’s; Analyse the
effects of focus strategies on the performance of SACCOS; and evaluate the effect of Hybrid
strategies on performance of Sacco’s. To achieve the proposed objectives the study adopted a
descrlptlve research design. The target population was 140 consisting of 90 board of
directors and ch managers and chief executive of the 10 duly registered licensed
SACCOs in Mur County. The sample size was 104 constituting of board of directors and
branch managers as drawn using the simple randomly sampling technique. A self
administered questio %ﬂth both open and closed questions was used to collect data. The
data collected was both and secondary data and was analyzed using SPSS to generate
frequencies, percentages an To establish the relationship between independent dependent
variables a linear regression ana%was conducted. The findings were as follows; Locating the
branches near the customezoffer account maintenance charges and low interest rate as
cost leadership strategies. Jg low cost strategies had corresponding variation on
performance of 0.476; Diffg%‘on &les used were offering of variety of products,
branding the SACCOs, establis ner structures geared towards creating loyalty and
customer driven products and s%( A u%}hange in differentiation strategies had a
corresponding variation on performanCe/ g cus differentiation is rarely used by the
maﬂ( mentation did not have any effect on

e in_foc a correspondlng variation of 0.390.

d the ¢ nly used strategies by SACCOs.
@ﬁ 0.635.

the performance of the SACCOs. A unit chang
The findings also indicated that hybrid strategies
A unit change in hybrid strategies had a correspo
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CHAPTER ONE: INTRODUCTION
1.1 Background to the Study
Savings and Credit Cooperatives (SACCOs) have existed for more than a century
providing services to more than hundred and twenty million members throughout the
world. Membership of SACCOs cut across all segments of society, rural and urban
poor, @and middle income earners, market women, artisans, petty traders, farmers
and professi . In Western Europe for instance there are 11,000 local and regional

saving and credismeratives banks, a 33 million strong membership with a market

share of 17 percent of @ (Ombado, 2010)
The SACCO sub-sect thg %growing among co-operatives in Kenya
um

constituting 42% of the%

cooperative development and markéungy 20 O@najor players in the financial sector

co-operatives in Kenya (Ministry of

they have managed to mobilize over Ké@ bil hich is approximately 31% of
the total national savings (Ministry of cooper@ ﬁv%t and marketing, 2009).
The SACCOs importance in Kenya is reflected in the econonlﬁ/ ar of Vision 2030,
where they are expected to play a major role in contributing to a vib@and globally

competitive financial sector. ’<\

The phenomenal growth of the SACCO sub-sector in Kenya can be attributed to the
Banking sector liberalization which resulted in many banks moving up market to target
high net-worth customers leaving the majority poor un-banked. However, while

SACCOs have had distinct advantages over banks they are now facing competition



from banks, Microfinance institutions mobile banking services and internal
competitions within the SACCO sub-sector. Established and emerging banks are
venturing into the rural and informal sectors which were previously a preserve for

SACCOS (Ministry of cooperative development and marketing, 2009).

Unlike in the past when the formal banking sector was withdrawing from the lower end
of the¢ et,  they have embarked on a proactive outreach offering easy access to
transactions ts as well as consumer credit. According to Ndii (2010), banks
branch network hedﬁc ased from 534 to 887 branches, representing a 60 percent
expansion. Also import/a% shift from reliance on staff to reliance on technology
evidenced by ATM ipfr rucﬂg?ganding fourfold, from 323 units to 1,325 units

(FSD Kenya, 2007). This @gﬁa@y been driven by four banks namely Equity,
i I

Cooperative Bank, K-Rep and Ban unting for 80 percent of the growth in

accounts, with Equity Bank alone ag%ﬂting o@oercent (FinAcess, 2006). Also

impressive is the growth of MFIs doubling%ari% from 1.7 to 3.4 percent of
czéﬁ

the population. In contrast according to FinA (20(569/8}:\(:05 have lost their

customers base by 25%.
In response to the competition from the banks, SACCOs have adopted Q&b‘ination of
low cost and differentiation competitive strategies. To offer a variety of differentiated
products and at low costs, SACCOs are leveraging information technology to enhance
innovation and differentiation of market offerings, building of efficient service
delivery systems, harnessing human resource to improve services, meeting customer

expectations and delivering services across cultures. Specifically SACCOs have



adopted various strategies such as Front Office Service Activities (FOSA) to offer a
much broader range of services to broader clientele (Ombada 2010). They offer both
deposit and loan services including business accounts, savings accounts, and fixed
deposits. Loan services include school fee loans, advances and personal loans to
salaried member. Further, Saccos have also embarked on a re-branding campaign
involving renaming, repositioning and re-communicating their brands (Mwiti, 2009).
This is rt to attain uniqueness as well as to stay in tune with shifting market
trends and co tive pressures Saccos have also re-branded by changing their names
which appeals only /?Iocal customers where they are located to names that give

them a national |dent|ty

1.2 Statement of the P@em

Initially the limited presen con/ nal banks in rural areas, high deposit
requirements, collateral requireme %’ expé@}g credit offered by banks, had locked
low income earners from accessing bané@wc . &ﬂsequently SACCOs for a long
time remained the favorite of the low incor@ meﬁ? he population for their
friendly terms. However, banks have started offering easy acce@actions accounts
as well as consumer credit. The banks’ branch network has increaset@l technology
based services such as ATM is also widespread. Apart from competition 1‘{09 the banks

there exist intense competitions among SACCOs themselves

These changes have intensified the competition within the financial market prompting
SACCOs to adopt a combination of strategies intended to boost their competitiveness.

Such strategies include branding, increased range of products, leveraging technology in



service delivery and improved governance structure. Despite these strategic responses,
Saccos have continued to experience a decline in market share compared to the
impressive gains registered by banks and Microfinance institutions. This study is
therefore intending to establish whether the competitive strategies adopted by SACCOs

have any effect on their performance.

1.3 Ge bjective of the Study
The gene ectlve of the study was to investigate the effects of competitive

strategies on th’g)vnance of SACCOs in Muranga County.
1.3.1 Objectives of the/i_
The specific objectlve WI|| be the following:
1. To assess the ef /%/rategles on the performance of SACCOss in
Muranga County
2. To establish the effects %@rent%on the performance of SACCOs in
Muranga County @
'?

3. To analyze the effects of focus strate rmance of SACCOs ,in
Muranga County the competition strategies adopted b Os in Kenya
4. To evaluate the effect of Hybrid strategies on the performan SACCOs in

Muranga County /<\

1.4 Research Questions
The study will be guided by the following research questions;

1. How do low cost strategies affect the performance of SACCOs in Muranga
County?

2. What is the effect of differentiation on the performance of Saccos in Kenya?



3. How do focus strategies affect performance of SACCOs in Muranga County?
4. What effects does Hybrid strategies have on the performance of SACCOs in
Muranga County?

1.5 Significance of the study
SACCOs have become an integral part of the financial sector in Kenya. Without
SACCOs majority of the un-banked poor would turn to pyramid schemes, shylocks and
other un x means of obtaining credit and mobilizing savings. To ensure growth
in the SACC -sector especially with the emerging competition from the banking
sector, SACCOs rrd( pt effective competition strategies. The study can contribute

significantly in identi / ategles that SACCOs can adopt and under what

conditions and circu es s tegles can work for individual SACCOS. The
study also generated in can be used by various stakeholders to
formulate policies and develop 1n1t1at1ves

1.6 Assumptions §

The study was based on the assumptlon /@Hm the research locale are

experiencing competitions and have adopted somelr orm of‘c? tlon strategies. The
study assumed that all respondents would co-operate and be est in providing
information required which was the case /<\

1.7 Limitation

The study was limited in respect to access of the board of directors of SACCOs. While
branch managers were readily available at their work station, the board of directors did
not have designated office. Without a designated office it was difficult to issue and

collect the self-administered questionnaire. The researcher had to personally administer



the questionnaire after making prior appointments. This delayed the data collection
procedure.

The study was also limited by lack of secondary data on the performance of SACCOs.
While the data was supposed to be in public domain, the study required specific raw
data on membership, share capital, total assets and turnover. However, the data was not

availab ?from the county co-operative office. The researcher had to obtain the same

from the @f ive SACCOs.

1.8 Scope of the )zg
The scope of the st s the competitive strategies of SACCOs. The study focused

on the effect of these str k/ s on the performance of SACCOs in terms of change in

their total assets, tugrdo ﬁg pital and turnover. Geographically the study

covered duly registered S @ga County.

1.9 Definition of Terms %

Competitive Strategies: Refers to term Ians, which is devised to help
SACCOs gain a competitive advantage ove%p @1986).
Performance: Refers to increase in customefq’yalty,&&)ﬁ)‘&ed business image,
attraction of new customers, development of new opportunities/ificrease in annual

revenue and profitability or reduction of operating costs (Dixon et al, 1@\



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction
This chapter reviewed of literature on the competitive strategies adopted by SACCOs.

The theoretical literature on competitive advantages was reviewed as well as empirical
literature on SACCOs competition position and competitive strategies adopted. A
sum &e study is provided and research gap identified.

2.2 Theoreticaldftérature review

This section re heoretical literature relevant to the research questions. The

theoretical literature Te )/ was on competitive strategies and organizational

performance. )\ ,y)\
2.2.1 Competitive strate§o /sl

According to Ansof (1985), Isions ate action that produces results, thus
organizational results are the conseq.e odl/ﬁlons made by its leaders. It’s the
framework that guides and focuses these S|ons onstitutes a strategy. In this
respect therefore the framework that guides coqg ive nlng decisions is called
competitive strategy. Similar views are implied by Porter, (1986?\ #\nsoﬁ (1985) by
pointing out that competitive strategy is one that specifically directs a@anlzatlon in
gaining a competitive advantage above its rivals through attracting customers and
defending against competitive forces.

Parthasarthy (2007) describes strategy as a set of decisions and actions that managers
make and take to attain superior company performance relative to rivals. According to
Beard and Dess (1981), both corporate-level strategy and business-level strategies are

significant in explaining variation in firm profitability. The business strategy choices
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are found to be significant in explaining firm profitability (Beard and Dess, 1981) and
its long-term performance.

To achieve sustained competitive advantage, firms can choose and implement a generic
strategy (Porter, 1985).Two main choice of competitive strategy are cost leadership and
differentiation. The cost leadership strategy is an integrated set of actions taken to
produce goods or services with unique features that are acceptable to customers at the
Iowesté@e ative to that competitor or reduce cost structure in order to achieve
superior pro i y Allen and Helms (2006) find that cost leadership strategy has
only one S|gn|f|c tic which is minimizing distribution costs that affect
organizational performa o(@ss and Davis (1984) find that the overall low cost
cluster has the higher e r@gn n assets.

Differentiation strategy |s<ar51/' /set of actions taken to produce goods or

services (at acceptable cost) th mer ive as being different in ways that are

important to them. A profit impact o etin A{@;y study by Phillips et al (1983)
finds a significant and positive relationsh%en I ntiation and market share.
Firms choose from among two business-level std(‘nges t&g)ﬁ\ish and defend their
desired strategic positioning against rivals. However, Porter 8) suggest that
differentiation can be a way of achieving a low-cost position and th ,'{sgo unique
low-cost position, a firm may have to base its sustainable competitive advantage on the
simultaneous and continuous pursuit of both low cost and differentiation. Porter (1985)
had earlier suggested that the combination of cost and differentiation strategies will
result in poor performance and unlikely to generate a sustainable competitive advantage

except in the most exceptional circumstances that such a combination results in a



sustainable competitive advantage. However, some other studies have found that some
firms have successfully employed combination strategies (Dess and Davis, 1984; Kim
and Lim, 1989).

2.2.2 Organizational performance

Performance can be defined as the outcomes that indicate or reflect organization’s
efficiencies in terms of corporate image, competencies and financial performance
(Dixon, r, Lawrence, Beale and Cox (1990)). The performance measures are
associated wi h non-financial and financial measures. Fleming and Mills (2009),
identifies fmanual%c ors namely sales growth and non-financial indicators such as
public image and good w( uality of services and efficiency of operations. Tzafrir
(1999) further used s&‘ tlvg% )ijectlve measures in measuring organizational

performance including /§ new product development, customer

satisfaction, sales and profitabil @

In general, the concept of organizatlo @orm & based upon the idea that an
organization is the voluntary associatlon cf@ sets, including human,
physical, and capital resources, for the purpose of achlevmg a/ D)!s purpose (Alchian
and Demsetz, 1972;Barney, 2001; Jensen and Meckling, 1976;). Tho roviding the
assets will only commit them to the organization so long as they are sat@ with the
value they receive in exchange, relative to alternative uses of the assets. As a
consequence, the essence of performance is the creation of value. So long as the value
created by the use of the contributed assets is equal to or greater than the value
expected by those contributing the assets, the assets will continue to be made available

to the organization and the organization will continue to exist. Therefore, value



creation, as defined by the resource provider, is the essential overall performance
criteria for any organization. Sashi and Stern (1995) observed that there is no
conceptualization of organizational effectiveness that is comprehensive. Therefore,
Hofer (1983), concludes that performance is a problem-driven construct, rather than a
theory-driven construct.

In the cantext of SACCOs performance, their investment patterns is such that they use
the capi @members in ways that best serve their long term needs and interests.
According to A (2011), SACCOs are also generally guided by a conservative
lending philosophy itﬁlaces member needs ahead of institutional profits. In this
regard performance of S

availability of Ioanab}?Q ’g )Qal cost of operation, increase of income (from
stm

loans portfolio, inve , loans disbursed and deposits. However,

s can be measured by the increase in membership, and

according to Otim (2005) the k rformance’indicators for SACCOs include turnover

total assets, total deposit and share % Th A%( observes that though the list is

not exhaustive these four key indicato%de% measure the worth and

performance of an individual SACCO. \S\/)\
2.3 Empirical literature review O

2.3.1 Low Cost Strategies
The cost leadership strategy represents attempts by firms to generate competitive

advantage by achieving the lowest cost in the industry. The focus of firms
implementing a cost leadership strategy is on stringent cost control and efficiency in all
areas of operation (Porter, 1985) .A Company that decides to follow a cost leadership

strategy has the objective of being able to realize its offer at lowest possible cost. The

10



competitive advantage of cost leadership is achieved by performing important value
chain activities at lower cost than competitors (Porter, 1985).

To achieve low cost SACCOs have embraced the use of technology to deliver services
to members cheaply and conveniently. Most notable has been the connectivity to ATMs
and mobile delivery channels by a majority of the FOSA SACCO societies. According
to SASRA (2010) as at the end of 2010, over one hundred had connected to the
Cooper@ ACCO Link network and several others hooked on the Pesa point ATM
network. Th of mobile phone to deliver financial services has seen software

vendors in the SAC s ub-sector partner with the telecommunications companies to

integrate mobile solutlon e|r core systems. A number of SACCOs are now able to
have their members w, t money into the FOSA account, make enquiries
on the accounts, get no |@| |r loans as well as pay for bills. This is

significant development as it h A@Ned epthers access FOSA services conveniently
without the cost of traveling to Wlthd%l‘ dep 81{ ash in FOSA (SASRA, 2010).

The generic of differentiation strategy mvolves creating a ry?ﬁposition that is

2.3.2Differentiation strategies

perceived as being unique industry-wide and that is sustainable o he long run
(Porter, 1980). Such differentiation can be based upon design or brand image,
distribution, and so forth (Frambach, Ruud, Jaideep, Prabhu, Theo and Verhallen,
2003). A firm that pursues a differentiation strategy seeks to create a perception in the
minds of customers that their products or services possess superior characteristics that
are unique from those of its competitors in term of image and reputation, reliability,

design features and quality (Dean & Evans, 1994; Sashi and Stern, 1995).
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A number of SACCOs have embarked on a re-branding campaign involving renaming,
repositioning and re-communicating their brands. This is an effort to attain uniqueness
as well as to stay in tune with shifting market trends and competitive pressures.
SACCOs have also re-branded by changing their names which appeals only to the local
customers where they are located to names that give them a national identity. This
makes pealing to any consumer who is seeking financial services. SACCQOs
which have reZhranded include Metropolitan Teachers Sacco which has re-branded
from Kiambu Teacﬂé cco, Yetu Sacco was formerly called South Imenti Teachers

Sacco and Unaitas chan s name from Muramati Sacco (Business Daily, 2012).

Such re-branding has%{deﬂ?\brand network and gives them a national appeal
enabling them to grow re i@ij@anding strategy among SACCOs is an effort
d all

of opening up their common b ustomers who are outside the original

bond to become members. The str is e@ respond to competition and to

ensure sustainability as the traditional mar i ks%,&, 2010).

2.3.3 Focus differentiation /)\

The focus strategy whether anchored in a low-cost base or differerwlmon base attempts
to attend to the needs of a particular market segment (Pearce and Ro@Q\ 1997). It
rests on the premise that a firm is able to serve its narrow strategic target more
effectively or efficiently than competitors who are competing more broadly. As a result
the firm achieves either differentiation from better meeting the needs of the particular

target market or lower costs in serving this market or even both (Porter, 1998).
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Firms pursuing this strategy are willing to service isolated geographic areas, satisfy
needs of customers with special financing, inventory or servicing problems or even to
tailor the products to somewhat unique demands of the small to medium-sized
customers. The firms that achieve this strategy may potentially earn above-average
returns for its industry. It can also be used to select targets that are least vulnerable to
substitutg products or where competitors are weakest.

SACC @e adopted the focus strategies by targeting the low earners segments of the
population th shunned by the formal banks. Some SACCOs have been serving
members drawn frd/a ,ilen profession such teachers, police or employees of a given

government or private s o%ln addition most Sacco serve customers from a given

geographical locationg”especi insthe rural areas where few other financial service
providers ventures. By nark se@tion SACCOs have been able to design
products tailored made to their

O 7;
2.3.4 Hybrid Strategies ( L

Porter (1985) has often argued against Q fmultane pursuit of low costs and

rs thus gfsuring least competition from rivals.

differentiation strategies on the grounds that eaclvtﬁe of t olves a different set
of resources and organizational arrangements. Other authors have JUWn that low costs
and differentiation may be compatible approaches to dealing with c@&ﬂve forces
though (Beal and Yasai-Ardekani, 2000; Hall, 1980; Hill, 1988 ) and advocated for
what has been termed as “hybrid”, “mixed”, “integrated” or “combination” strategies
(Kim, Nam and Stimpert, 2004). These “hybrid” strategies are the ones which combine
low costs and differentiation elements (Gopalakrishna and Subramanian, 2001; Proff,

2000).
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SACCOs acts as intermediate between commercial banks that offers highly
differentiated product at premium price and informal financial sectors such as
merry-go-round, shylocks among others. To serve customers who constitutes farmers
and employees earning an average income Sacco’s combination of low cost and
differentiation competitive strategies. To offer a variety of differentiated products and
at low costs, SACCOs are leveraging information technology to enhance product
mnovMQ automate the processes.

The SACCO gles mixtures serve to defend the compatibility of cost leadership
and differentiation egies. Achieving a strong position in one of these two strategies
have led to mprovemeﬁ% osition in the other. As Hill (1988), Miller (1992) and

Miller and Dess (19 |nt |evmg a strong position in differentiation may

entail an increase in the an n @arket share of the firm, which will allow it to

exploit certain economies of sc s ac low cost. Recreating a brand image
and improving quality through inv ts i 4( rtlsmg and modern technologies
have resulted in efficiency mprovement% arket share. Furthermore,

with a strong position in costs, the SACCOs are b€ able tO@S}\I’OfItS in marketing,
service attributes, thus reinforcing its position in differentiation.

The need to pursue a hybrid strategy is intensified by the existence of@m\problems
associated with pure strategies (Miller, 1992). Firstly, strategic specialization may leave
serious gaps or weaknesses in product offerings and ignored important customer needs.
Thus, companies can be hurt by a sharply pure strategy that has key gaps. If SACCOs
were to specialize in cost leadership strategies alone they risks offering inferior services

and lose to the banks who have ventured in to the low income segments with relatively

14



quality services. On the other hand a pure differentiation strategy will increase the cost
of services and price the SACCOs out of the market. Combining the two allows
SACCOs to satisfy a significant market in numerous ways: with quality, reliability,
style, novelty, convenience, service, and price.

2.4 Theoretical Orientation
The study was anchored on Bowman’s strategy clock, Resource Based Theory and

Continge%ory.

2.4.1 Bowman’s Wgy clock

Michael Porter has” wrgitten extensively on competitive advantage strategies by
proposing the three generi/ ategies namely overall ‘cost leadership’, "differentiation’
and ‘focus’. In his ow'g\ wor ,?{ter (1980), argued that companies must choose

between low cost or differ@ 0N @ ran the risk of being “stuck in the middle”.

However, he later reviewed this MWDH b ing that rather than choose between the
two strategies companies should Ioo%reate g@;value by using different sets of
activities (Porter, 1996). In pursuant of G}er Bowman developed the

Bowman’s “Strategy Clock”. Bowman (1997) argkl that% variables as far as
positioning are concerned are price and perceived quality which areé{‘n% determinants of

value. According to him, there are 8 potentially successful routes as sh@{&ow.
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Differentiation

High 4 Focused
Hybrid Differentiated
5
3
Perceived
Added

Low Price ]
Strategies

Value<>

Destined for

Ultimate failure

Price High

Figure 2. 1 Bowman's competitive Strategy options

- -y
In Position 1 (Low Price/ LOW% the 6@( ny’s products have little differentiated

features so they end up selling on p alone.@s not a position that companies
usually choose to compete from. Howev os@ (Low Price), the company
drives the prices down and seeks to gain high vélume to%low margins. Over

financial sector

%

time they look to become the powerful force in the marketplace. |

many SACCOs in Kenya have taken this position.

In position 3 (Hybrid-moderate price/moderate differentiation) are firms that combines
low cost approach and differentiation with aim of giving customers more value for their
money. However Position 4 (Differentiation) the aim is to offer high perceived- value

and increase their price for higher margins or keep prices lower for increased market
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share. Branding is an important element in these strategies as the company wants its
name to be synonymous with quality.

A company pursuing a focused differentiation strategy in Position5,aims to offer higher
perceived value at a substantial price premium. Consumers buy in this category based
on perceived value alone. In contrast a company choosing position 6 increase its price
without any increase in quality. If the price increase is accepted the company will
experi§

reased profits, if it is not accepted their market share declines until they

lower the prQ dd value. This strategy may work in the short term but is doomed to

failure in the long rug

Position 7 where com% High Price but offer Low Value represent a classic
monopoly pricing pos}%vh %anies can charge what they like with no concern
about added value where they*have fio petition. In a market economy monopolies
do not tend to last long and co are forg€d to compete on a rational basis. Lastly,
Position 8 where a company has a IQ(ilue reﬂﬁthe price will have to be low to
encourage customers to buy it. Any compa%ou@;?js strategy is bound to fail.
In a truly competitive market place, positions 6#‘ and bound to fail as the
customer will go to companies offering more competitive producglm new companies
will enter to take business away from companies adopting these posi@(&ompanies
using the positioning approach need to understand that it is not static, the relative
positions of competitors will change as new entrants come into the market or as
companies change their strategies in response to other companies or market conditions.
Companies must continually monitor changes in the market. This could involve using

both strategies.
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The Bowman’s model identifies competitive positions that are applicable in the
SACCO subsector. Given that SACCOs commonly serve the low and middle income
earners they can opt to adopt a variety of strategies depending on the target market. In
that case the proposal by Bowman’s model of hybrid strategies where a firm combines
both low cost leadership and differentiation can be ideal for the SACCOs.

2.4.2 esource Based Theory

The Reso@ ased Theory (RBV) by Barney (1991) stems from the principle that the
source of orgabizational competitive advantage depends on the unique resources and
capabilities that a 4(p sesses. The four indicators of the potential of firm resources
to generate sustained c/oﬁ ive advantage can be value, rareness, inimitability, and
non-substitutability. | nef%}l, firm resources include all assets, capabilities,
organizational processes, @ ttribﬁ&?information, and knowledge among others
controlled by a firm. Such r S enéé@he firm to conceive and implement
strategies that improve its efficiency fective{ﬁ,

A sustainable competitive advantage canQ in§)¢e firm effectively deploys
these resources in its product-markets. Therefore, 4¢he RBV‘GQ)H izes strategic choice
where the firm's management is charged with the important of identifying,
developing and deploying key resources to maximize returns (Fahy, @(\A firm is
said to have a sustained competitive advantage when it is implementing a value creating
strategy not simultaneously being implemented by any current or potential competitors

and when these other firms are unable to duplicate the benefits of this strategy (Barney,

1991).
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The RBT suggest harnessing of the companies resources in order to attain competitive
advantage, such resources should be rare and inimitable. In context of the study
SACCOs can use their unique attribute such as ownership structure and mode of raising
capital as a resource to gain competitive advantage thus improving their performance.

2.4.3 Contingency theory
The basic paradigm of contingency theory is that organization seeks effectiveness by

fitting characteristics of the organization with contingencies that reflect its situations
(Donaldson, . Early contingency theories argued that high performance is
associated with thedf?{ﬂty of contingencies such as organizational size, technology
level, strategy and also / ronment with types of organization structure that an
organization chose (Cbg\ ur@}gmsud, 2002). Changes in contingencies, such as
size or strategy, would render str@to be unfit with the organization and lead to
lower performance. Hence, ad t to %ucture was needed to regain the fit

condition, in which would lead Q(ﬁigher'{ﬁrmance. These researches on

contingencies and organization structure @@ter@ as structural contingency

AON

In the context of the study SACCOs can adjust their contingenciancluding the
strategies used to improve on their performance. Taking into account the/eﬁhronment,
technology and the size of the organization the SACCOs can adopt the appropriate
competitive advantage strategies that can improve on their performance. Therefore the
contingency theory provides a framework within which the SACCOs can choose the

most effective position as proposed by the Bowman’s strategy clock.
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2.5 Conceptual Framework
The conceptual frameworks show the relationship between the independent and

dependent variables. The independent variables are the low cost leadership,
differentiation, focus and hybrid strategies. The dependent variable is the organization
performance. Figure 2.2 shows that the application of these strategies affects the

performance of SACCOS.

Low cost leadership
strateaies

=<7 .

A 4

Differentiation R Organization

Strategies »| performance
/7

Focus differentiation R

Strategies g

\Q(/’s?

Hybrid strategies Mp

Independent Variable (m Dependent variables
Figure 2. 2 Conceptual Framework for the effect of competitive strategies on

SACCOs Performance .
/~ VO /)\
2.6 Operation Framework

The operational framework indicates how the research variables Wer®erationalized

to facilitate their measurement. This enabled the researcher accomplishiﬁ\e research
objectives as well as answer the research question. For the independent variables, the
study treated Porter’s generic competitive strategies as different dimensions which
shape the competitive strategy adopted by each firm and not as different, mutually

exclusive types of strategies, i.e. any firm can follow each one of them to a greater or
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lesser extent. This is in line with Bowman’s “Strategy Clock” which holds that a

company could successfully pursue several competitive generic strategies.

The Measurable parameters of the low cost leadership strategies were interest rate,

account maintenance charges and accessibility of the SACCOs services. The

parameters measured in respect to differentiation strategies were varieties of products

offereQ(ﬁ)anding, ownership structure and customer service.

Interest rate

Account Maintenance
Charges
Accessibility

Low cost
_| leadership

"| strategies

/i

e Varieties of Products
offered

e Branding

e Ownership structure

e Customer service

A\

Differentiation

l

A\ AN

Strategies

>

@7

Market segmentation
Price discrimination
Geographical location

Focus
,| differentiation
Strategies

Integration of cost low
cost and differentiation
strategies

—>| Hybrid
Strategies

Measurable
Parameters

Figure 2. 3 Operational Framework of the effect of competitive strategies on the SACCOS

Independent
Variables

performance in Muranga County
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The measurable parameters of the focus differentiation strategies were market
segmentation, price discrimination and geographical location. The hybrid strategies
measurable parameters low cost and differentiation strategies. The measurable
parameters for SACCOs performance were change in total assets, total deposit,
turnover and share capital.

29C @ Summary

The Iiter@ reviewed included theories and past studies relevant to the research
questions. Th ries reviewed were Bowman’s strategy clock, resource based theory
and contingency tl@. oth Bowman’s t model and resource based theory suggest a
number of competitive/f

ies that a business organization can adopt to enhance

performance. The Bov)\ ’S rﬁg ndicate that a business eight possible positions

which are: Low Price; F@%/ /e Differentiation; Focused differentiation

strategy; Hybrid-moderate prlc rate /ﬁtlatlon High price; High Price but
offer Low Value and low vaIue/I allty e hand resource based theory
suggests that a business have to harn $9@0|es to gain competitive
advantage. The contingency theory hlghllght }a\nts of a business

performance. The empirical review provided past studies on eac the competitive
strategies. Based on literature review a conceptual framework was p% showing
the relationship between low cost leadership, differentiation, focus differentiation and

hybrid strategies and performance of the SACCOs.

According to SASRA (2010) in terms of Sacco performance, the Sacco sub-sector
recorded an average growth of 14% in the year 2010. Though majority of SACCOs

have reported good performance, no study have been conducted to establish if there is a
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link between such performance and the competitive strategies adopted. Even with an
assumption that the strategies are working, there is need to establish the extent to which
each of the strategies contributes to the positive performance. For the effectiveness of
the hybrid strategy an optimal combination of both cost leadership and differentiation
strategies have to established. Such an optimal combination can be established by
assessing. the impact of different possible combinations of the strategies to the
perfor§® SACCOs. Thus through the proposed study the impact of competitive
strategies a by the SACCOs on their performance will be established and

ultimately provide%i%ight into the ideal strategic position that SACCOs should

adopt.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction
This chapter covers an overview of the methodology used in the study. The discussion

in the chapter is structured around the research design, population sampling, data

collection and data analysis. Ethical considerations are also discussed.

3.2 Re&&ch design
Resea &\ign is a plan or a framework for guiding a study. The design connects the
questions octives of the study to the data gathered. This study combined causal
and descriptive’Yuf% research designs. According to Elahi and Dehdashti(2011),
survey descriptive re{eir_y is proper when the research objectives include the
following: Portraying ‘the eristics of a social or physical phenomena and

determining the frequen%curg\e; determining the degree to which the variables

are associated and Making pfedi€tions @ng the occurrence of social or physical

phenomena. On the other hand caus garc%r when the research objective is

to identify variables that cause the phe o@on be@redicted and understand why
they cause what is being predicted (Elahi and d ti%

Descriptive research design was used because it enabled the re@ r to generalize the
findings of the SACCOs in Muranga County to SACCOs in the rest @e country. It
was also used to establish the degree to which competitive strategies are associated with
performance of the SACCO.

3.3 Location of the study

Muranga County covers an area of 2,559 kilometers squared and have a population of
942, 581 (Kenya National Bureau of Statistics, 2009). The county has 6 major urban

centers namely Makuyu, Muranga, Maragua, Kabati, Kangari, Kangema, Gatanga,
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Kenol and Kiri-ini. In terms of literacy level, 69% of the population in the County have
attained primary school education and 17.7% secondary education and above (Kenya
National Bureau of Statistics, 2009). The main economic activities include tea and
coffee farming as the main cash crops and subsistence farming food.

The rationale for conducting this study in Muranga County was based on the fact that

the county hosting various types of SACCOs (farmers, teachers and

Commu sed SACCO:s), it has been the origin of some of the most successful
SACCOs in ountry. Among such SACCOs include Murata, Muramati (now
Unitas), Equity badﬁfn g others. Further, Muranga has pioneered in formation of a
county SACCO the on)/ e in the country. Given its rich history in SACCO

formation and develo , t ?t\y was an appropriate source of vital information
especially on the strategie @@/e {f(%ylsed to enhance performance.

3.4 Target Population
The target population of the study he te dwregistered SACCO in Muranga

County. The ten SACCOs have 50 brancheQ@p tf@@(y. The respondents will be
the board of directors, CEOs and branch managers of the @@es. Each individual
SACCO have nine board of directors making it a total of 90, therﬂg‘re also ten CEOs
and 50 branch managers. These individuals will respond to the questi@(\on behalf
of the SACCOs. These individuals are appropriate since they are responsible for the

strategic management of the SACCOs.
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3.5 Sample size and Sampling Techniques

Sampling technique entailed selection of the appropriate sampling procedure for the
study with the aim of drawing an adequate and representative sample size from the
target population.

3.5.1 Sampling Techniques
The sampling techniques adopted by the study were the purposive sampling, stratified

and sim dom sampling. Purposive sampling techniques involve selecting certain
units or cases d on a specific purpose rather than randomly ( Kvale, 1996). This
technique is used tdée a unit of the population that is typical of the population. The
units are selected on thﬁ of the researcher’s judgment on their typicality (Orodho,
2009). The study or(af? }\the technique to select board members, chief
executive officers and branc )of the Sacco as the three units of the
population that are well placed/$/ idat mpetitive advantage of the Sacco. The
respondents provided information on Q{ﬁgles a ﬂd to gain competitive advantage.

Once the sample size was determined s sz§m was used to allocate the
sample size. Stratified sampling ensures that groﬁp&)?\the population are
adequately represented in the sample (Orodho, 2009). The study a: ed the technique
to ensure that SACCOs’ directors, CEOs and branch managers were re@@(ed. It was

important to include each of these categories of the personnel since they are involved in

strategic management of the SACCOs at different levels.

According to Orodho (2009) simple random sampling is a procedure in which all the

individuals in the defined population have an equal and independent chance of being
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selected as a sample. In this study the simple random sampling was used to select
individual respondents.

3.5.2 Sample Size

To determine the sample size a formula that was first developed by Cochran (1963) and

later simplified by Yamane (1967) was used. The formula is n=

Where n is the %ize N is the population size and e is the level of precision at

95% confidence level. ’i/

140 @

=104
1+ 140(0.05)2

Table 3 1 Sample Dlstrlbl% %7 CEOs and branch managers

Respondents ’)gulat /, Sample Size
Directors O 8o\ 59
CEOs G 'l? 4)(\ 7
Branch Managers }E) \)/’ )\_ 37
Total 140 }T

To select individual respondents’ simple random sampling was used in three steps. The
list of all the respondents was made in each category and allocated a number. The list of
directors, CEOs and branch managers were made separately. The numbers allocated to

each respondent were then written on pieces of paper (each number on a separate

paper). The papers were put in a box and the number of respondent was drawn
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randomly as per the sample size allocated. The process was repeated for directors,
CEOs and branch managers.

3.6 Data collection

The data needed for a study can be collected either as secondary data or as primary
data. Hussey et al. (1997), explain primary data to be data collected at source whereas
secondary data is data which already exists. In this proposed study both secondary and
primary s used.

The primary in this study consisted information on interest rate, account
maintenance Charg@a accessibility of SACCOs in the county. It was also on
varieties of products of:f

randing, ownership structure and customer services. The

primary data also pravid inﬁﬁa ion on market segmentation, price discrimination
and geographical location. Qs/ /37
Wrovi%ormame indicator of the SACOQs

which included changes in total asset, deposé{ rnover and share capital. Though

SACCOs are required to deposit audited%ial% with the Ministry of co-

operative annually and such reports are accessible'lfy the ﬁuﬁ){)\he data was sourced

On the other hand Secondary

from individual SACCOs. %

O
3. 7 Data collection instruments /<\
The study used a self-administered questionnaire to collect data. Orodho (2009), points
out that a questionnaire can be used to collect a huge amount of data in relatively
shorter time. In this study the self-administered questionnaire enabled respondents to
report on the competition strategies used by their SACCOs. The respondents required to

respond to seven questions. The questionnaire was subdivided into five sections.
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Section one was on the manager’s profile, section was on the cost leadership strategies
adopted by the SACCOs, section three was on the differentiation strategies, section four
on focus differentiation while section five was on hybrid strategies. The respondents
used a scale from one to four to gauge the extent to which elements of all strategies
have been implemented.

3.7.2 ity

Validity @s to the degree with which a measurement procedure or a questionnaire
measures the cteristic it is intended to measure (Lewis, 1999). There are three
dimensions from V% alidity can be examined. These include, content, construct,
and criterion validity O( 0, 2009). In this study, during the questionnaire’s
construction, quality ¢éntiel arﬁqal' ity was ensured through: face validity, where the

instrument will be subject%pd’é?pervisor) to check whether it measures what
0

it is intended to measure; C alidi ere the instrument will be designed

according to the study variables JQ eir r [ﬁve indicators of measurement;

Construct validity, will be maintained%gh%ing the questions to the
conceptualizations of the variables and ensurin}fﬁat th%ors of a particular

3.7.3 Reliability /<\

Similarly Orodho (2009), states that reliability is concerned with the extent to which a

variable fall within the same construct.

measuring procedure produces similar results when repeated several times. In this
study, pilot testing will be done. Questionnaires will be distributed and the responses
analysed to find out if the intended information is given by the respondents. Any

corrections needed, will be made before the questionnaires are distributed for the study.
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3.8Data analysis
According to Mugenda and Mugenda (2003), data analysis is the process of bringing

order, structure and meaning to the mass of information collected. The data analysis
methods employed involved quantitative procedures. Quantitative data was analyzed
using descriptive statistical methods. The analysis was done by SPSS (Statistical

Package for Social Sciences) to generate those measures.

O
The data§@so analyzed using two sets of techniques. The first technique was
descriptive stathY here the percentages and frequencies together with the means
and standard deviation@ computed and analyzed for each item that measures the
competitive strategie?@d 4erformance of SACCOS. This was followed by
regression analysis to\examine og\ extent to which each competitive strategy

(independent variables) explain % \4@1 of SACCOs’ performance (dependent

variables). O %
The regression model was in the fog W. &
Y =oc+B1X1+Bxo+Px3+PaXa+ € G S

Y= SACCOs Performance

Where: # \S\/)\
%O
oc= Autonomous factors
,(\

X1= Low cost Strategies

Xo= Differentiation Strategies
Xs= Focus Strategies

Xa4= Hybrid Strategies

e= Error term
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The regression model was chosen because the analysis provides the variation of Y due
to change in X. In this case the variation in Sacco’s performance occasioned by
competitive strategies proves that there is an effect on performance by competitive
strategies used. Since the main objective of the study was to investigate the effect of

competitive strategies on the SACCOs performance regression analysis provided a

better opfion.
3.9Ethic§ ideration

SACCOs are ial institutions which rely on reputation to gain confidence of their
customers. There d@{[most confidentiality in the process of collection and use of the
information provided respondent was exercised. In this respect respondents
remained anonymous wher@form of identification was required. The participants
were informed that theZinfarmati vided was used for academic purposes only. The
participation or otherwisSe i the SgQ S based on the respondent’s own discretion
and at all times no respog:xs,g ve i40 ation under any duress. The researcher
'tyQ isits to the field.

<o b
G R
I
yR

%

adhered to strict discipline and pun
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CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND INTERPRATATION

4.1 Introduction

This section chapter presents and interprets the analyzed data collected during the field
work. Both descriptive and inferential statistics are presented. The findings were
presented as per the objectives of the study which were to; assess the effects of low cost
strateglé e performance of SACCOs in Muranga County; establish the effects of

differentiatio e performance of SACCOs; analyze the effects of focus strategies

on the performandﬂf ’EACCOS; evaluate the effect of Hybrid strategies on the

4.2 General informatk@hd Dén%hic information

performance of SACCO

The  data was collected t aé@ionnaire administered to managers and
members of the board of registe CC@ Muranga County. A total of 98

questionnaires were successfully compﬁ t @mple size of 104 drawn. This

represents a response rate of 94 %. G l ;: \9
4.2.1 Demographic information %

The gender distribution of the respondents included 20% female a@O% male as
shown in Figure 4.1 The study however, did not find any relationshiplgween the

performance of the SACCOS and the gender of the response.
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<
S
Figure 4. 1 Geﬂyﬂstribution

The ten SACCOs particip i@ere requested to indicate the number of years they

have been in operatio@qesul hown in Figure 4.2
Q. A,

Lessthan 10
years
14%

N
Figure 4. 2 Number of Years the Saccos have been in operation

The findings revealed that most of that 60% of the SACCOs have been operating for
more than 20 y than years 30% between 10-20 years while only 10% indicated they
have been operating for more less years. The findings implies that since the Saccos
have been operating a long period of time they have been able to try various business

strategies
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The respondents who participated on behalf of the SACCOs included chairmen of the
SACCO?’s, treasurer, secretary of the board, CEO and branch managers. As shown in
the Table 4.1 the branch managers constituted 30% of the respondents, treasurers 20%,
secretary of the board 21% while chairmen and CEOs were 9%.

Table@ Respondents Position in the Organization

% Position in the

o@nization Frequency  Percentage
Chai(p% 9
Tre%)sgr 20 20
Secret O’Vg)\sl 21
CEOs ’sf/ﬁ 7 O 9
Branch O ( @L

managers 39 O 6\,{50

Total 98 G} @\/ .

7 %
4.2.2 SACCOs Performance
The SACCOs performance was measured by computing the percer@@crease of

9

four key indicators of performance namely; turnover, share capital, total assets and total
deposits for duration of 5 years (2009-2013). The percentage increase was computed
for each individual SA CCO. The SACCOs turnover figures for 2009 and 2013

covering a period of 5 years is shown in Table 4.2.
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Table 4. 2 Percentage Change in Turnover

increase of

Turnover in Turnover in % change in

millions Millions Turnover

SACCOs 2009 2013

1 277 946 669 71
% 209 843 634 75
’? 785 569 72
4/ 481 71
5 184 /f—/ 78 394 68
6 105 333 76

178 64

9 68 143 % 52
10 67 132 OCE\5 6\

The results indicate that all the ten SACCOs had,ﬁ—posm\lg)}a ge in turnover in the
five years period. Two of the ten SACCOs had a 71% increase }Lturnover between
2009 and 2013 while the least improved SACCOs had 49%. It foIIows@/éQre the ten
deposit taking SACCOs in Muranga had increase of between 71-49% in turnover a

indicator of improved performance for duration covering 2009-2013.

The second indicator for performance was the share capital. This the capital contributed

by shareholders. The results are shown in Table 4.3
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Table 4. 3 Percentage Change in Share Capital

Share capital in increase of CS % change in
millions in Millions CS

SACCOs 2009 2013

1 107 693 586 85

2 102 503 401 80
% 98 407 309 76
O 302 76

5 4/ 214 69
6 i 90 199 69

7 89 187 68

; 6\/% ,37
10 67 132 %& 49

51

The results indicate that between years 2009- 201§ the ten@ }ﬂatlng SACCOs had
an increase in share capital of between 85-49%. This is an indlcatlk 6me SACCOs
have been able to attract and retain more shareholders to increase their ca@L This an

indication of improved performance for the duration covered.

The third indicator of performance was total assets of the SACCOs. Increase in
accumulation of both fixed and variable assets is a good indicator of performance. The

results are shown in Table 4.4
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Table 4. 4 Percentage Change in Assets

increase of Assets % change
Total assets in Millions in Assets
SACCOs 2009 2013
1 1,525 5,424 3899 72
1,356 4,655 3299 71
3 %!6 3,785 2569 68
4 1 @ 3,678 2481 67
5 1,184 /1:6 2394 67
6 1,105 % 1633 60
7 1,098 /s, 1178 52
8 1,087 1 g?&'/b 45
9 1,068 1,743 O( @ 39
10 1,067 1,632

o@) \

The findings indicate that all the SACCOs had ghpositive gH }ge in the total assets

during the period under consideration. The SACCQOs had an inCre

f total assets of

between 72-35%. This implies that SACCOs in Muranga Count /&\improved

performance between years 2009-2013.

The fourth key indicator of performance for the SACCOs was total deposit. The total

deposit is the total amount the SACCOs have been able to attract as deposit annually.

The results are as indicated in Table 4.5
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Table 4. 5 Total Deposit

Total Deposit in increase of Deposit % change
Millions in Millions in Deposit
SACCOs 2009 2013

1 1,067 3,699 2632 71
2 1,056 3,455 2399 69
1,016 3,085 2069 67
4 0407 2,678 1671 62
5 ‘@’ 1,988 999 50
6 905/1_/@ 878 49
7 879 77 47
8 796 6\Cﬁws /37 682 46
9 703 % 540 43
10 675 1,002 O( %&27 33

The findings indicate that between years ZW 2&:3

had an increase of between 33-71% in total depostNon

CCOs in Muranga County

articipating SACCOs

had a negative change or indicated no change. It implies therefore )La-t SACCOs in the

county were able to attract new customers who deposited and the exist /{Qincreased

the amount they deposit. This is a key indicator that SACCOs in the county recorded

an improved performance over the period under consideration.

4.3 Low Cost leadership and Performance of the SACCOs
The first objective of the study was to assess the effects of low cost strategies on the

performance of SACCOs in Muranga County. The respondents were requested to
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indicate the extent to which they have implemented various low cost strategies. The

results are shown in Figure 4.3.

3.75
3.7
3.65
3.6
3.55
3.5
3.45
3.4
3.35
3.3
3.25
Lowinterest Rate Low Account Locating branches
Maintenance conveniently near
customers
Figure 4. 3 Extent of})»ple@‘r Low Cost Strategies
The findings reveal that@' of}\ ranches conveniently near the customers was

one of the low coast strategies’t @eé&@mlemented by the Saccos. This item

(@gou t )’ﬁnance charges was the second

hile oW Interest rate was the least with

had the highest mean score of 3.9.
most used strategies with a mean score o
a mean score of 3.4. It follows therefore that m@ﬂlof s in Muranga County

locate their branches near the customers as a low cost strategies.)\ l

The study also sought to investigate the effects of each of the low cost @Q(es on the

performance of SACCO. The results were as shown in Table 4.6
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Table 4. 6 The Effect of Low Costs Strategies on Performance of SACCOs

Low Cost To aless Tosome  Toagreat Toavery
Strategies Not all extent extent extent great extent

Count % Count % Count % Count % Count %

Low interest rate 0 O 5 5 5 5 40 41 48 49
Low account
maintena

charges 0 O 2 2 5 5 30 31 61 62

Branches located @
conveniently near i/@

customers % ey )\o 0 2 2 6 6 90 92
y 4

N O /37

The findings reveals that 92% e resp nts indicated that locating the branches
conveniently near the customers ha\@ itivel ;@ed the performance of SACCOs
to a very great extent. Low account maint@ ch@ ere indicated by 62% of the
respondents as positively affecting the performa ft @COS to a great very.
However, none of the respondents indicated that low interest, Io(\ %count maintenance
and location of branches as having no effect to performance. It follo@/z\refore that
SACCOs in Muranga County combine the three low cost strategies to influence
performance positively.

4.4 Differentiation Strategies and Saccos Performance

The second objective of the study was establishing the effects of differentiation on the
performance of SACCOs. The respondents were required to indicate the extent to

which they have implemented differentiation strategies namely; offering of variety of
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products, branding the SACCOs, establishing ownership structures geared towards
creating loyalty and customer driven products and service. The results are shown in

Figure 4.4.

Varieety of Branding of Ownership Customer driven
Products SACCO structure geared products and
towards creating service
loyalty

7 §\ RIS
Figure 4. 4 Implementa 0 Diﬁ@iation Strategies

The findings reveal that offer{r& ariet@ roducts and branding of the SACCOs
are the commonly used diﬁerentia@&rate / sed by the SACCOs in Muranga
County. These two items had a mean sc é.?@ Ownership structure geared

p‘ﬁant @tiaﬂon strategies used

by the Saccos with a mean score of 3.6 while customer drive p¢d.ucts and services

towards creating loyalty was the second most |
was the least used differentiation strategy used y SACCOs. It follox%fore that

customer driven products and services was the least used differentiation strategy used y

SACCOs..
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Table 4. 7 Effect of Differentiation Strategies

Differentiation Toaless Tosome Toagreat
Strategy Not all extent extent extent
Coun Coun Coun Coun
t % t % t % t %
Variet%ducts 4
offered O 0 0 0 0 0 O 40 1

Branding of the @ 3
SACCO i yoy

@0 0 O 0 O 31 2
Ownership )\
Structure geared &C\

towards creating % %

loyalty 0 O Q' 0
Customer driven O@ &,9
RNy

products and

SN

o
o
w
(o]
o

w

service 0 O 0 O 10 O 3 5

To avery
great
extent

Count %

5

58 9

6

67 8

5

5 6

5

54 5

2\
The findings reveals that 68% of the respondents indicated that bran&j_rl%SACCOs

have a positive effect on the performance of SACCOs to a very great extent. Further,

59% of the respondents indicated that offering of variety of products have a positive

effect to a very great extent on the performance of SACCOs in Muranga County.

Similarly, 55% of the respondents reported that customers driven products to a great

extent have a positive effect on the performance of the SACCOs in Muranga. It follows

42



therefore that the SACCOs in Muranga County use a combination of differentiation
strategies to influence performance.

4.5 Focus Differentiation and SACCOs Performance

The third objective of the study was to analyze the effects of focus strategies on the
performance of SACCOs. The respondents were requested to indicate to what extent
the SACCOs in Muranga County have implemented focus differentiation strategies.

The resu indicated in Figure 4.5

N

3.3

= = N W
th = th = h W th

=]

Market Segmentation Discriminate Price Branches conveniently
located

N\
Figure 4. 5 Focus differentiation Imple

L

9
The findings indicate that a branch being conveni Iy?@ is the commonly used
focus differentiation strategy. This item had a mean score of 3.72\ yjACCOs also use
market segmentation as a focus differentiation strategy though at a I@ extent than
branches being located conveniently. However, price discrimination is the least used
strategy as far as focus differentiation. It follows therefore that majority of the SACCOs
in Muranga County use a combination of market segmentation and conveniently

locating the branches as focus differentiation.
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The study also sought to investigate the effect of focus differentiation strategy. The

results are indicated in Table 4.8

Table 4. 8 Effect of Focus Differentiation Strategy

Focus To avery
Differe & Toaless Tosome  Toagreat great
Strategy O Not all extent extent extent extent

/ﬁount % Count % Count % Count % Count %

Market / i /

segmentation )\5% 30 31 10 10 8 8 0 O
Discriminate price %2 )\ 5 5 3 3 0 O 0 O
Branches % / O

Located 0 0 40/'\%\/00 2 2 95 97

Conveniently

&Y
7y
%
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The findings show that 90% of the respondents do not consider price discrimination as
having any effect on the performance of SACCOs. The findings also indicate that 50%
do not consider market segmentation as having any effect on the performance of the
SACCOs. However, 97% consider branches being located conveniently as having
effect on performance to a great very extent. It follows therefore that SACCOs in
Muran ingly use focus differentiation.
O

4.6 Hybrid strﬂi

The fourth objectiv the study was to evaluate the effect of Hybrid strategies on the
performance of SAC(&@reSpondentS were required to indicate whether they
combine both low n ‘gf}e\ntiaﬁon strategy. As shown in Figure 4.6the
respondents indicated tr§e AC both differentiation and low cost strategies

equally, both had a mean sco/r§/ 2,9. THis jmplies that SACCCOs have to combine

differentiation and low cost strategieg%ﬂhan @mance.
N\ aN

3.

h

2.9 2.9

i
in

[
h

[

°
"

=]

Differentiation Strategy Low Cost Strategy

Figure 4. 6 Implementation of Hybrid Differentiation

The effect of hybrid strategy on SACCOs as Shown in Table 4.5 indicate that 95% of

the respondents reported that hybrid strategies positively impacted on the SACCOs
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performance to a great extent. Only 3% indicated that the hybrid affected performance
to a great extent. It follows therefore that majority of SACCOS in Muranga County use

both low cost and differentiation to influence performance.

Table 4. 9 Hybrid Strategies

To avery
To a great Extent great extent
Strategi
Frequency % Frequency %
Combining 1115( ¢05t strategies and
Differentiation 3 3 95 97

!_/

4.7 Regression Model

To establish the effect$ ost di /entlatlon focus and hybrid strategies on the

performance of SACCOs in M @a Co @gressmn model was computed. The
mean score of the usage of each strat y the ( Os was computed and regressed

with performance. ,9

Variation /)\’

4.7.1 The Model summary O

The R square shows that the propotion variation of performance contﬂbg\ed by the
independent variables. The result ( Table 4.6) shows that 94.3% of the variation of the
Saccos performance can be explained by buisness strategies namely, the cost

leadership, differentiation, focus and hybrid strategies.

The adjusted R Measures the proportion of the variance in the SACCOs performance

that was explained by variations in the independent variables. In this case the adjusted
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R Square shows that 94.3% of the variance in Sacco’s performance was explained by

the cost leadership, differentiation, focus and hybrid strategies.

Table 4. 10 Model Summary

Adjusted Std. Error of
Model R R Square R Square the Estimate

1 9722 945 943 .91853

a. Predictors: (Constant), Cost leadership
strategies , Focus dif ferentialtion strategies ,
Dif f erentialtion strategies , Hy drid strategies

Table 4.11 ‘Predents the Analysis Of Variance (ANOVA), which provides the F test

indicating whether’t odel is statistically significant. With a significant level of less

than 0.05 the equation is @mt, in this case the value is 0.000 and thus the model

is statistically significgp}%\ «y N
The result of the F test imph /@co’s&}mership, focus differentiation, differentiation

and hybrid strategy have a signific oc with performance of the SACCOs. It

follows therefore that variation in perfo@&o t CCOs can be explained by

adoption of competitive strategies.

Table 4. 11 Analysis of Variance

Sum of
Model Squares df Mean Square F Sig. N
1 Regression  1376.598 4 344.150 407.905 .0002
Residual 80.152 95 844
Total 1456.750 99

a. Predictors: (Constant), Cost leadership strategies , Focus
diff erentialtion strategies , Differentialtion strategies , Hydrid strategies
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4.7.2 Regression coefficient for the general model
The study sought to come up with a regression model for the effect of competitive

strategies on performance used by the SACCOs in Muranga County. Table 4.8. shows f3

which is the coefficient for the explanatory variables.

Table 4. 12 Regression Coefficients

Unstandardized Standardized
Coefficients Coefficients
Model B Std. Error Beta t Sig.

1 (Constant) 905 1.284 832 .000
Hydrid strategies 635 639 376 122 .000
gggfjgi‘je“;fefe”“a““’“ 390 183 137 2138 035
Diff erentialtion strategies 503 150 196 3.361 .001
Cost leadership strategies AT6 247 668 10.019 .000

Substituting the 3 in the equa{io

the study was as follows:

P A .
0€+B1@X2+BX3+B4X4 the regression model for

Y=10.905 +0. 503 X1 +0.390 Xz +0.476

Where

Y= SACCOs Performance

o= Autonomous factors

Y,

O
gcsi\m%

L

X1= Differentiation business strategy

Xo= Focus business strategy

Xs= Cost business leadership

Xa4= Hybrid business strategy
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From the equation hybrid business strategy had a coefficient of .635 and a significant
level of 0.000. Since the significant level is less than 0.05, the effect of hybrid strategies
on performance as indicated by B can be asserted as true with a 95% level of
confidence. It follows therefore that for a unit change in hybrid business strategies
adopted by SACCOs there is a corresponding change in performance by .0635.

The results are supported by various studies which show that low costs and
differen @s can be compatible approaches in dealing with competitive forces (Beal
and Yasai-Ar i, 2012; Hall, 2013; Hill, 2009). These “hybrid” strategies are the
ones which comtﬂll costs and differentiation elements (Gopalakrishna and

competitive strategy rgSulis i ‘ﬁﬂt}ke sources of competitive advantage for SACCOs

which positively influenc %fo@;e.

Likewise differentiation strategies @fcoe @of 0.503 a significant level of

0.001. Since the significant level is less thQ@th%of differentiation strategies

on performance as differentiation strategies as indiCated b& n be asserted as true

Subramanian, 2012; Pr ﬁ,/@l). Thus, the implementation of a combination of
in
e

with a 95% level of confidence. A unit changes in differentiation g‘utegies therefore a
corresponding change in performance of .0503.The finding correspon(Q&\ Beal and
Yasai-Ardekani (2000) that differentiation strategy improves performance especially in
developing economy environment through simultaneously creating customer loyalty by
generating differences in product image through intensive marketing and image

management creating products that are innovative.
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The cost leadership strategy had a coefficient of 0.476 and a significant level of 0.000
which implies that the effect of cost leadership strategies on performance as indicated
by B can be asserted as true with a 95% level of confidence. A unit change in cost

leadership strategies results in change in performance by 0.476.

Focus differentiation had a coefficient of .390 and a significant level of 0.035. A unit
chang focus differentiation would therefore result to change in performance by
0.035. In%ison hybrid strategies had the most effect on performance based on the
value of the c&ﬂ ient of .635 followed by differentiation, cost and the least was focus
differentiation. The weglfdfect of focus differentiation on SACCOs performance negates
earlier findings. According t@is (1992) focus differentiation is the most suitable for

relatively small firms, ghenfindings/reveal that despite some SACCOs being small

entities they have not been%oc%at gy to a large extent as compared to cost,
differentiation and hybrid strateg%co )ﬁo Bowman (1997) company pursuing

a focused differentiation strategy aims{ r hi&e\' erceived value at a substantial

price premium. However, SACCOs targets Io@zme @@vho may not be willing
ndsSe

NANCES.

T
%

to pay a premium price for focused differentiated products a
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)\ ﬁHAPTER FIVE

SUMMA F INGS CONCLUSIONS AND
O DATION

5.1 Introduction ¢O< @

This chapter presents the summary of t ings; @m presents conclusions drawn
from the findings and make recommendations@[th r@ ch.

- /
5.2 Summary of findings )‘%

5.2.1 Low cost Strategies

The study found out that SACCOs apply low cost strategies to%nce their
performance. The specific low cost strategies implemented by the SACCOs were;
locating of the branches conveniently near the customers, low account maintenance
charges and low interest rate. Among these strategies locating of the branches near
the customers was leading in terms implementation, followed by low account

maintenance charges and the least was low interest rate.
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As for the effect of these strategies on the performance of the SACCOs, the study found
out that locating the branches near the customers had the biggest impact followed low
account maintenance charges and the least was low interest rate. Overall low cost
strategies were the third most important competitive strategies compared to
differentiation, focus differentiation and hybrid strategies.

5.2.2
The stu

rentiation Strategies
nd that SACCOS apply differentiation strategies to influence their

performance. pecific differentiation strategies used were; Offering of variety of
products, brandinﬂé ACCOs, establishing ownership structures geared towards
creating loyalty and cust l/ riven products and service. However, offering of variety

of products and brandin Tﬁ CCOs were the commonly used differentiation

strategies used by the SA

As for the effect of dlfferentlatl thez%?ormance the study found out that
branding of SACCOs had the blgges( @IVB t on the performance of the
SACCOs. Offering of variety of products \@)L s&%&whlle customers driven
products was the third in terms of positively influencing th/ COs performance.
Overall differentiation strategies were the second most importan str@ies as far as
performance of SACCOs was concerned. /<\

5.2.3 Focus Differentiation

The study found out that SACCOs rarely use focus differentiation strategies. However,
when used, branch being conveniently located was the commonly used focus strategy

while market segmentation was the second and price discrimination the least.
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The findings also revealed that even when focus differentiation strategies is used the
effect on the performance is minimal. Specifically price discrimination and market
segmentation did not have any effect on the performance of the SACCOs. However
branches being located conveniently had positive effect on performance to a great very
extent. Compared to differentiation, low cost and hybrid strategies, focus strategies

had the fast impact on the performance of SACCOs.

5.2.4 Hybx ategies

The findings ed that SACCOs use hybrid strategies to influence the performance.
The SACCOs comdé,%th low cost and differentiation strategies equally. The effect
of the hybrid strategies Wa( und to positively influence performance of the SACCOs.

Overall the hybrid S%S ﬁg highest positive impact on the performance of

SACCOs. O’sl /$7

5.3 Conclusion Q
The study concludes that cost strateg éferentl( ﬁ,focus differentiation and hybrid

strategies have positive effects on the pe }@ SACCOs. However, the
magnitude of the effects differs between the vana&"s Hytﬁy/f}\egles have a greater
effect on the performance as compared to cost strategy, d;A‘e‘rentlatlon focus
differentiation. Focus strategies had the least effect on performance. It therefore
that combining both cost and differentiation strategy is the most ideal strategic position
for the SACCOs. On differentiation, branding and rebranding of SACCOS is critical in
differentiating themselves from the rest of financial services provider through giving
messages that are consistent with their target market needs. On cost leadership

strategies, location of the branches near the market is essential to reduce time and cost
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used by the customers to access the SACCOs services. Overall SACCOs uniquely mix
a range of low cost and differentiation strategies to attract customers, offer customer
friendly services and maintain customer loyalty. This positively impact on their overall
performance.

5.4 Recommendations

Given the findings the study recommends that SACCOs to consider application of
focus §@ jation more vigorously to ensure that they enhance their performance.
Focus differe n which was found to be used rarely by the SACCOs can aid the

institutions in cur\ﬂ(aFiche market within the financial market which can greatly

g@le premium price associated with the strategy.

While hybrid and dife?s tionss ies are widely used by the SACCOs the study

improve on performance

recommends inclusion of Q iffer m(atlc strategies to enhance performance. As
per the findings branding and o%of a@ety of products were the commonly

used. For instance use of technology toéf ro at are unique to SACCOs can
improve on performance. ( ;5 l ’9\9

5.4.1 Recommendation for further research
The study recommends further research in strategies used by S@Os to gain

sustainable competitive advantage. While performance can indicate co@itiveness,
sustained performance by SACCOs can only be achieved through gaining competitive

advantage over and above other financial institutions.
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1,

APPEND@QUESTIONNAIRE FOR MANAGER
1,

The researche')i\ arr?% )Qt a study focused on assessing the Impact of

competitive Strategies §te y @CCOS on performance in Kenya-Muranga
County as partial fulfillment for a@w of b@
Master’s Degree in Business AdminiStgation D ﬂimathi University of Technology
.This study is purely for academic purposeQ@H co dence will be treated with
utmost confidentiality. In this questionnaire variok value\sgléﬂave been indicated
for you to select. Please respond to the questions by marking Whaﬁlybu consider to be
the appropriate answer, or filing the blanks where necessary. Choose e answer
to each question. Thank you very much for your cooperation.

1. For how long have the SACCOs been operating?

1. <10 years
2. 10-20 years

3. > 20 years

59



2. Gender of the respondents
1. Male
2. Female

3. Indicate your positions
1. Chief Executives

2. Branch Manager

:& 3. Directors

K
Section Two /1-)@
Performance )\ ’y

4. Please indicate I% e SACCO for the last three years.

2011,
2012, ( @L

2013, Q 6\4)

5. Please indicate the income of the SACOé"for th&@)ﬂ}\ee years

2011

Cost leadership strategies
6. To what extent have you implemented low interest late?
i.  Notimplemented [1

ii.  Partially implemented [1
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iii.  Somehow implemented [1
iv.  Implemented [1

v.  Fully Implemented [1

7. To what extent have you implemented low account maintenance charges?

i.  Not implemented [1]
O. Partially implemented []
i mehow implemented [1

:g nted []
V. Fulli)?mém nted [1
1,

8. To what e av@% 'mplemented locating branches conveniently near

customers?
i. Not |mplement/§/ @
ii. Partially |mplemented

iii.  Somehow implemented % %

iv.  Implemented

v.  Fully Implemented [] %

9. To what extent have you implemented variety of products offe@

i.  Not implemented [1
ii.  Partially implemented [1
iii.  Somehow implemented [1
iv.  Implemented [1
v.  Fully Implemented [1
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10. To what extent have you implemented branding of the SAACCO ?

d.

b) Please indi
the SACCO

Not implemented [
Partially implemented [
Somehow implemented [
Implemented [

[

@ Fully Implemented

]
]
]
]
]

ow each of the following strategies have contributed performance of

%

Cost
leadership

Not at all '¢%‘

to

some

extent

to a great

extent

To a very
great extent

Low interest
late

2
&

Low account
maintenance
charges

Branches
located
conveniently
near
customers

O

o

Offers a
variety  of
products

Builds  the
brand image
of the
SAACCO

Section ThreeDifferentiation

11. To what extent have you implemented low variety of products offered
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i.  Not implemented [1

ii.  Partially implemented [1
iii.  Somehow implemented [1
iv.  Implemented [1
v.  Fully Implemented [1

@&what extent have you implemented branding of the SACCO

t implemented [1]

’g}zblmplemented [

ii. Somehonﬁm lemented [1]
iv.  Implem (@ []

v. Fully Im@ te []

13. To what extent haé/ %ownership Structure geared towards
creating loyalty? O(
i.  Not implemented % &,9
ii.  Partially implemented [] F \9
iii.  Somehow implemented [1

iv.  Implemented [1 O/<\

v.  Fully Implemented [1

14. To what extent have you implemented customer driven products and

service?
i.  Not implemented [1
ii.  Partially implemented [1

63



iv.

V.

Somehow implemented

Implemented

Fully Implemented

[]
[]
[]

b) Please indicate how each of the following strategies have contributed performance of

the SACCO

O

%)

4.

Differentiation | Not atéafl To a less|to some |to a great| To a very
Strategies /f‘ extent extent extent great extent
Variety of /,y

products )\@ )\

offered M /sl

Branding of the \-/s/ /

SACCO /.,

Ownership \%

Structure /

geared towards
creating loyalty

L

o~ \_" I\

Customer
Service

LR

.,
92

15. To what extent have you implemented market segmentationQ<\

Not implemented

Partially implemented

Somehow implemented

Implemented

Fully Implemented

[]
[]
[]
[]
[]
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16. To what extent have you implemented discriminate price according?

Not implemented [1
Partially implemented [1
Somehow implemented [1
Implemented [1
Fully Implemented [1

1%& extent have you implemented branches Conveniently Located?

iv.

V.

’y)vemented [
Partlallwfrpl énted [1
Someh im ted [1
Implem ﬁ

Fully |mp|emea@, /b/s? O

b) Please indicate how each of the fo@' g st 54/ s have contributed performance of

the SACCO

Focus differentiation

6\,%

/'

Focus Not at all To a less | to some extent )6\a great | To a very
: i extent ex)!rrt great extent
Differentiation

N
Market %
segmented
Discriminate

Price according

Branches
Conveniently
Located
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18. To what extent have you implemented integration of differentiation and low

fv.
@ Fully Implemented

cost strategies?

Not implemented
Partially implemented
Somehow implemented

Implemented

b) Please indica‘tgo each of the following strategies have contributed performance of
the SACCO

Hybrid Strategies i/ﬂ

Hybrid

strategies

Not at all )\
&

a

54
S

less

to some extent

to a great
extent

To a very
great extent

Integration of
differentiation
and Low cost

strategies

-

(. )
/s, X
.9,
O(r\ /é(\

7
7¢

O~X
Oy
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