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ABSTRACT

The dynamism of the environment implies that organizations have to constantly 

redesign their strategies in order to remain competitive. Failure to effectively adapt 

the organization to its  environment leads to a mismatch between what the 

organization offor and what the market demands (Ansoft and Me Donell, 1990). 

Environment scanning enables managers to identify potential developments that 

could have an important impact on industry conditions leading to emergence of 

opportunities and threats.

T h is  study had two objectives which ore. first, to determine the responses of Saccos 

operating in Kenya to cope with the changing business environment and second, to 

determine the challenges facing the Saccos in Kenya in responding to environmental 

changes

To  do this a survey was conducted on 60 Saccos using structured questionnaire with 

a few open ended questions. The response rate was 80% .

The results of th is study revealed that challenges poised by competitive environment 

were felt by the Saccos surveyed to a very high extent. It was also clear from the 

study that majority of the Saccos surveyed concentrated on operational issu e s at the 

expense of strategic ones Not much effort has bnen expended on exploring now 

products by the Saccos surveyed.

The issu e s have vory serious ramifications for the future developments and growth 

of Ihe Sacco sub sector. Since the Sacco sub sector has been identified by he 

government of Kenya as a formidable Institutional framework for resource 

mobilization and capital accumulation these issue s must be addressed urgently.

T h is  study concludes that Sacco societies should constantly scan the environment to 

help them in coming up with flexible strategies for future developments An open 

approach system should be adoptod to encourage creativity and innovation so that
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new products can be introduced to take care of the changing needs of members. 

Sacco societies should adopt a favorable dividend policy that encourages building of 

capital for investments purposes from Internal operations instead of over relying on 

the external credit facilities for Ihe same.

The study was restricted to Nairobi area due to resource and time constraint and the 

sample considered for the study was general. Those factors are likely to be different 

In other provinces in Kenya and hence the conclusions might not necessarily be 

applicable to rural Saccos.

There is  an acute need for further research to focus on other areas and be sector 

specific in order to come up with recommendations on responses of Saccos in 

public, parastatal and informal sectors. Sophisticated statistical and econometric 

tools bo utilized to find out tho minuto details that might have escaped in t ills  study 

due to the simple nature of the statistical method adopted for analysis
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CHAPTER ONE: INTRODUCTION

1.1 B ackground

People of limited means form Cooperative Societies to achieve economic strength. 

Membership is  voluntary. In addition to making oquitable contributions to share 

capital, they democratically control the business, accepting a fair share of the r isk s  

and benefits of the undertaking (International Labour Organization. 1978). Modem 

co-operatives started in Europe over 150 years ago and have spread to most parts 

of the world Currently, there is  hardly any country where cooperatives do not exist 

(Gachara. 1990),

The Cooperative movement worldwide has persistently experienced management 

problems dospite various governments' assistance. Fo r example, in 1097 the 

Kenyan government liberalized the cooperative sector to enable the societies 

conduct additional businesses besides the core activities as permitted by law. 

Subsequently, this opening up of the cooperative sector continues to subject the 

sector to stiff competition and therefore coll for a new management approach 

comparable to the private sector. During this period, it was believed that the 

cooperatives had matured to be se lf reliant It was also clear that tho past nurturing 

of the cooperative movement and extensive benevolence of tho government was no 

longer justified or sustainable Further, the continued subsidy forestalled need for 

strategy development to respond to a turbulent external environment.

The dynamism of the environment implies that organizations have to constantly 

redesign their strategies in order to remain competitive. Failure to effectively adapt 

the organization to its  environment leads to a mismatch
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l)0 1w een w hat the organization o ffe r and w ha t fhe m arket d em ands (Ansoft 

and M e Donell, 1990). Env ironm ent scanning ena b les m anagers to id entify  

potentia l developm ents that co u ld  have on im portant im pact on an industry 

conditions lead ing to em ergence of opportun ities and threats.

1.1.1 O rganization D ynam ics And Responses

In o rder for o rganiza tions to a ch ieve their goa ls and ob jectives, it is necessary 

for them  to adjust to their environm ent (Peace and Robinson. 1997). These 

changes in  the environm ent can potentia lly  im pact negative ly or positive ly 

on institutions.

The dynam ism  of the environm ent im p lies that organizations trove to 

constantly redesign their stra teg ies in order to rem ain com petitive . The 

responses m ay inc lude asset and liab ility  strategy, m arket strategy 

(segm entation, price, d e live ry and d istribution of products, p rom otion), 

hum an resource strateg ic (staff costs, sta ff qua lity). Info rm ation Techno log y 

(IT) stra tegy and organiza tiona l stra tegy (operational p rocedures, interna l 

contro l system s). Fa ilure  to e ffective ly adapt the organization to its 

environm ent leads to a m ism atch betw een w nat the organization offe rs and 

w hat the m arket dem ands (A nsoff and Me Donell, 1990).

Accord ing to Thom pson and Strickland (1993). environm ent scanning  

enables o rgan isa tions lo  id e ntify  potentia l deve lopm ents in an industry that 

cou ld  have an im portant im pact that exposes it to opportun ities o r lin e a ls . 

Th is w ill help the m anagers to d evo lop  appropria te  strateg ies q ive ri the 

industry com petitive  s ilu u tio n . The strateg ic cha llenge of the 1990s is thus to 

reduce costs w h ile  sim u ltaneously im proving  qua lity pa rticu la rly 

d iffe rentia ting  the hum an resource strateg ies to support the strateg ic

d irection of the o rgan iza tion . Lu tlm a n (1996) a dds that the w ay a firm  view s
2



its businesses, custom ers and com petition is c iit ic a l to successtu lly a lign ing  its 

business and IT strategy. IT is used to autom ate  processes and to augm ent 

the skills of the organiza tions staff.

R o yp °rt  and Sviokla  (1995) sta ted  that com petition is defined a long two 

d im ensions:- the physica l w orld  of resources and a v irtua l w orld  of 

inform ation. Info rm ation supports and e nha nces every activ ity in  the 

organization and it can be a so urce  of added va lue and hence com petitive  

advantage, provided o rgan iza tions a re  ab le  to d ra w  that va lue. G ilbert 

( 1995) notes that stra teg ica lly successfu l o rganiza tions obta in  m arket 

feedback continuously  and ra p id ly  adapt to the feedback before the ir rivals 

They exp lo it the potentia l o f strategic as w ell a s com petitive  and operating 

inform ation system s. Som e of the in fo rm ation technology variab les that can 

influence a firm ’s response to com petition inc lude the usage of rea l-tim e 

system s, extent of in te rconnectiv ity o f d istribution channe ls and Iho effic iency 

of Ihe  te lecom m unication system s.

O ne of the m ajor activ ities of restructuring  is business process engineering. 

Ham m er (1996) argues that com panies can dram atica lly im prove their 

e ffic iency and qua lity by focusing  on custom ers and the p rocesses that 

c reate va lue (or them . Processes have com e to bo m ore im portant than 

their p roducts and are In fact defin ing  Ih e  m arket p laces in w hich Ihe 

com panies com pete. O utsourc ing for instance, w ould  ena b le  an 

organization to concentra te  on its core  business w h ile  benefiting  Iro m  the 

cost e ffic ienc ies of those com panies that spec ia lize  in the outsourc ing 

activity. Firm s can design their stra teg ies based on their p rocesses, for 

instance, through intensification w here  p rocesses are m apped and im proved 

to enha nce custom er se rv ice or through extension w here strong processes 

enable entry to new  m arkets. W ilson and Rosenfe lt (1990) define

organization structure  as the esta b lished  pattern of re lationsh ips betw een
3



com ponent parts of an o rg an iza tion  outlin ing  com m unication, contro l and 

authority patterns, thus structure  d istingu ishes the parts of the organization 

and delineates the re la tionsh ip  betw een them .

1 1 .2  The Sacco Sub Secto r In  Kenya

Savings and C redit C ooperative  O rganizations (Saccos) form  an integra l pa ri 

of the overa ll cooperative  m ovem ent in Kenya. The Sacco system  contro ls 

assets estim ated at Ksh.100 b illion and have lent out about Ksh.150 b illion to 

over 2.5 m illion m em bers, the Sacco secto r ho ld  approxim ate ly 15% of the 

m arket share in Kenya. A ccord ing  to G overnm ent of Kenya (GOK) 

Cooperative A nnua l Sta tistic s (2007), there are 4900 reg iste red Saccos w ith 

an estim ated 4 m illion m em bers representing  11% o f the adult population in 

Kenya, a share cap ita l and deposits base of Ksh .120 billion accounting  for 

35% of the nationa l savings, loa ns outstand ing  am ounted to Ksh.140 b illion. 

Saccos are categorized  into d iffe rent c lasses based on their com m on bond 

for exam ple , sa laried em p loyees, jua -kafi, cast) crop, transport, com m unity or 

trade based Saccos.

The Sacco system  is a  m utua l m em bersh ip  o rganization focusing on the 

m obilization of dom estic  savings in form  of shares and deposits w hich 

constitute the basis for extend ing  cred it to m em b ers. C redit is usua lly 

accessed as a m ultip le  of Ih e  am ount of deposits/sho res he ld  by a m em ber. 

Saccos have grow n rap id ly over Ih e  last 40 years in term s o f com m erc ia l 

strength, m em bersh ip  and p roducts o r se rv ices (GOK 1997).

The m ain focus of the Sacco in itiative is to offer a ffo rdab le  financ ia l services 

on a cost-e ffective  basis to cover a large num ber of Ih e  cooperative  

m em bersh ip , test a lte rnative financ ia l de livery m echanism s and depend ing  

on lire  p rospects and potentia l, synerg ize the tested business in itia tives w ith 

the form al financ ia l system . Saccos a lso  d eve lop  a lte rnative  system s for



acce$sing and securing credit instead of utilizing the formal collateral system 

thus improving the welfare of the vulnerable income groups especially 

w om on and the youth (GOK, 2007).

The Saccos are guided by the ir by law s than by the cooperative  societies 

Act. For the cooperative  soc ie ties Act is ve ry scanty on its Sacco o fje ra lio n a l 

guidelines. It’s for this reason that tho C entra l Bank of Kenya is concerned. A 

com parison of the operations o f the Saccos in  Kenya w ith w h u l happens 

e lsew here exposes se rious flaw s in  the business w hich unfortunate ly is c learly 

outside the contro l of any law . Tho o n ly  safeguard the Sacco m em b ers have 

is that the leadersh ip  in a ll Saccos is loca l and m any people w ould  consid e r 

tw ice if they w ere to m ess a loca l o rganization w here  they have their interest. 

This level of trust w ill not ho ld  in a scenario  w here  la rge funds arc hold by a 

few people (GOK 1998).

Ih e  co-operative societies In Kenya inc lud ing  the Saccos are supervised by 

the G overnm ent through the office of the C om m issioner for C o operative  

D evelopm ent os p rovided for in  an Act ot Parliam ent, C ap 490 w hich w as 

am ended in the year 2004 to p rovide  a m edns for contro lling  w idespread or 

ram pant m ism anagem ent of Ih e  co-opera tive  resources by the e lected 

com m ittee m em bers. The am endm ent w as a lso  to check on non 

re m itla nc e s of Ih e  Saccos d ed uctio ns by the various em ployers resu lting  from 

the onset of libera liza tion of the sector (G O K 1997).

There a re  a num ber of cha lleng es toeing tho Kenyan Sa cco  sub-sector

despite the ir rap id  expansion. These inc lud e  outdated leg isla tion and

regula tion l.e . the grow th in  soph istication  of financ ia l services provided by

the Saccos h a s not been supported by the deve lopm ent of o  satisfactory

lega l and regula tory fram ew ork, w ea k accounting  system s and la ck of

financ ia l d isc ip line, w eak institutiona l cap ita l ind icated  by Sacco so lvency
5



be,ow 100%. lack of m onito ring  of loan de linquency due to im proper loan 

granting, poor loan recoveries and poor record keeping, need to deve lop 

relevant IT system s. There is a lso  high leve ls o f non-earning assets due to 

Saccos having invested in bu ild ings and land that do not contribute  d irectly 

to the core  activ ities, p o o r asset liab ility m anagem ent as som e Saccos 

borrow at high interest rates o n ly  to lend to their m em bers a l lower interest 

rates and the antiquatod g overna nce structures that a llow  abuse of office 

by the bosses. The prob lem s have led to fears that se rv ice delivery o f the 

Sacco products are on d ow nw ard  trend in m ost Saccos. This ca n be 

depicted by the h igher num bers o f Sacco m em b ers seeking credit facilities 

e lsew here (Kibanga. 7004).

O ther threats that are un ique to the Sacco fra tern ity in  Kenya w h ich has 

enjoyed unlim ited degree of p rotection from  the governm ent because of 

their w olfa ro nature inc lude stiff com petition from  the credit lend ing  

institutions, m assive  retrenchm ent in seve ra l com pa nies due to depression o l 

the w orld  econom ies w h ich forces the Saccos to re fund  sub sta ntia l p a ri of 

the share cap ita l and increased rates o f interest on loans w hich is 

unaffo rdab le to m ost o f the rem a in ing  m em b ers. The governm ent has a lso 

form ulated po lic ies that tightly regula te  the Sa c co s (GOK 2007).

In the g o ve rnm e n t's econom ic b lueprint. V ision 2030 a im s fo have “A g loba lly

com petitive  and p rosperous nation w ith a high qua lity o l Hie by 2030”. The

vision has three p illa rs; econom ic, soc ia l and po litica l pillars. The envisaged

annua l rate of econom ic g row th (GDP) to 2030 is 10%. fhe  vision identifies

financ ia l se rv ices as one o f the im portant d rive rs to enable the a tta inm ent of

that goal. F inancia l se rv ices a lso  h a ve  backw ard  and direct linkages with

the a g ricu ltu ra l sector w ho se  current d irect contribution to the G D P is about

25% . W ith a m em bersh ip  o f over 5 m illion, Ih e  Sacco so c ie ly  sector im pacts

d irectly  or ind irec tly  on fhe live lihoods o f over 20 m illion peor^le w hich
6



translates to m ore than half of the Kenyan population estim ated a! 37 m illion. 

Tnis sector is therefore critica l for econom ic deve lopm ent a rid  achievem ent 

Qf the vision and the im p lem entation of the nationa l Sacco response 

strategies w ill contribute to an "e ffic ie n t and g loba lly  com petitive Sa c c o 's 

system for driv ing high savings and financ ing investm ents in  both ru ra l and 

urban centres '.

1.2 Statement of the Problem
The dynam ism  of the environm ent im p lies that organizations have to 

constantly redesign their stra teg ies in  o rd e r to rem a in  com petitive Fa ilu re  to 

effective ly adapt the organization to its environm ent leads to a m ism atch 

between w hat lire  o rganization offer and w hat the m arket dem ands (A nsofl 

and Me Donell. 1990). Environm ent scanning  ena b les m anagers to identify 

potentia l deve lopm ents that cou ld  have an im portant im pact on industry 

conditions leading to em ergence of opp ortun itie s and threats.

The Sacco subsector in  Kenya faces a num ber o f throats w h ich include 

outdated leg isla tion and regulation, stiff com petition  from  other lending 

institutions, m assive  re trenchm ent of their m em bers in  severa l com panies due 

to depression at w orld  econom ies. These cha llenges are un ique to Ihe  

Sacco fra tern ity in  Kenya w h ich has enjoyed unlim ited degree o l protection 

from  the governm ent because of their w e lfa re  nature. G iven that Saccos 

continue to rece ive  deposits from  their m em bers aga inst a background of 

high m ora l hazard and cut-th roa t com petition  from  the private sector, the 

potentia l co llu p se  of Ihe  Sa c co  sub sector is inevitab le . Not m uch research 

has been conducted to investigate  the response  patterns o f Saccos in  the 

face of those m ajor cha llenges and threats. It is im portant for Ih e  Saccos to 

rea lign their businesses to take a d vantage o l Ihe  em erg ing  opp ortun itie s and 

threats.
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Recently, them has been growing Intorest among researchers on the subject ol 

responses by organizations to relevant environment changes Kandie (2001) 

undertook a study on the strategic responses to competition by Telkom Kenya Ltd 

and Kathuku (2004) also undertook a study on the strategic responses to chanqes in 

the environment by the Co-operative Bank of Kenya as the second largest 

Commercial Bank. They both found out that the organizations had made some 

strategic adaptations in its  products, markets, and technology ns well as making 

strategic alliances.

Although a lot of research has been done on strategic responses locally and 

globally, none has focusod on the Sacco fraternity In Kenya. Saccos boinq 4,900. 

they are key in mobilizing savings and extending credit facilities to a big percentage 

of the population who are their members. What responses have these Saccos in 

Kenya adopted to cope with the changing competitive environment? And what 

challenges face the Sacco sub sector in strategy Implementation? ’

1.3 O bjectives o f  the S tudy
(a) To  determine the responses of Saccos operating in Kenya lo cope with 

the changing business environment.

(b) To determine the challenges facing the Saccos in Kenya in responding 

to environmental changes

1.4 Im portance o f  the S tudy

As Omwenga (2001) unpublished ref>ort puts it, adoption of sound reform package is 

an essential pillar of a vibrant co-operative soctor; one that promotes integrity and 

operational efficiency as well as serving as an anti-corruption strategy to prevent tho 

decay in the Sacco sub sector. At one
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fhe Saccos in  Kenya w ere  contributing  about 45% of the G DP but this 

h ievem ent dec lined  due to unchecked practices.

study w ill he,P  ,he  M in is,rY of C o operative  D evelopm ent o ffic ia ls in 

understanding ,he  im p lem entation c rite ria  that su its the Kenyan Saccos sub 

sector environm ent, the m ana gem ent of the Saccos wilt equa lly benefit from  

the study w hen they are g u id ed  on the p reference or p rio rity of the reform  

package. The ord ina ry m e m b e rs of tho co-opera tive  soc io tios a lso  stand to 

enjoy im proved serv ice d e live ry a s a consequent of introduction Of the 

com pliance standards that suit their case.

The academ ic ians w ill a lso ga in  sub sta ntia lly  a s tho lite ra ture  w ill a r id  »o the 

existing bod y of know ledge and the m anagem ent consu ltants w ho provide 

technical assistance to the Saccos w ill use the find ings from  this stud y a s a 

source of pertinent in fo rm ation on the extent of the e ffectiveness o l the 

responses adopted by Saccos to com petitive  p ressure as w e ll as lim ita tions of 

such responses.
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CHAPTER TWO: LITERATURE REVIEW

2.1 O rgan iza tiona l R esponses to  Changes in  the E nv ironm ent

The dynamism of the environment implies that organizations have to constantly 

redesign their strategies in order to remain competitive The concept of 

organizational responses to environmental changes can be viewed from two 

dimensions; the strategic responses and operational responses The strategic 

responses are the unifying theme that gives coherence and direction to the actions 

and decisions of an organisation. It guides the organisations to achieve superior 

performance through establishing competitive advantage. It may be market 

penetration; product development or diversification.

The operational responses may Include asset and liability strategy, human resource 

strategy (staff costs, staff quality), Information Technology ( IT )  strategy and 

organizational slrntegy (operational procedures. Internal control system s) I o survive 

and succeed In an industry, the firm must match the aggressiveness of its operating 

and strategic behaviours to the changeability of demands and opportunities In the 

market place (Ansoff, 1987).

Failure to effectively adapt the organization to Its environment leads to strategic 

problem. Such a problem will be evidenced by a mismatch between what the 

organization offers and what the market demands (Ansoff and McDonald, 1990). 

Hungor and Wheeler (1999) view strategic management as a set of managerial 

decisions and actions that determine the long run performance of an organization It 

omphasizes the monitoring and evaluation of opportunities and threats in the light of 

the strength and weaknesses of the organization. Strategic management has also 

been

10



k i ln e d  as fhe art and sc ience of fo rm ulating, im p lem enting  and eva luating  

cf0$$_functional decisions that enab le  an organization to achieve its 

objectives (David. 2001).

It im plies focusing on integra ting  m anagem ent, m arketing, accounting, 

research and deve lopm ent inc lud ing  in fo rm ation system s to achieve 

organizational success. A ll the defin itions of strateg ic m anagem ent 

em phasize the fact that it is d yna m ic  and concerned w ith provid ing and 

continuously ad justing  the m eans by w hich organization can e ffective ly 

cope w ith environm enta l cha nge. Therefore , strateg ic m anagem ent is a 

continuous and a  dynam ic process.

The achievem ent of sup erio r e ffic iency qua lity . Innovation and

responsiveness ena b les an o rganiza tion to create superio r va lues and atta in

com petitive advantage (H ill and Jones. 2001). Stra tegy cart be d e fine d  as

the estab lishm ent of the lo ng -te rm  goa ls a nd  ob jectives o f art o rganization

Including the taking of actions and a llocation of resources for achieving

these goals (Chandler. 1962). Due to the sca rc ity of resources, tho strategy

that is chosen should  be one that optim izes these resources, in the  pursuit of
•

the organiza tiona l goa ls a nd  ob jectives. Stra tegy can be seen c ither as tho 

build ing of defences aga inst com petitive  p rocesses o r as the find ing  of 

positions in  the ind ustry  w here  com petitive  fo rces are w eakest (Pearce and 

Robinson. 1997). G rant (2000) a dds that the a b ility  to identity and occupy 

attractive segm ents of an ind ustry  is c ritica l to the success o l an organization.

2.2 Strategic Responses
Androw s (1971) conc lud e that stra tegy is defined a long a pattern o l 

ob jectives, purposes or goa ls a nd  the o rg a n isa tio n 's m ajor po lic ies P lans for 

achieving these goa ls a re  s la te d  in such a w a y that define w hat business the
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com pany i s in  or is be in ancJ ,he kincJ of c o m p a ny i l  is or is to be. Strategy 

therefore, not on ly focuses on Hie goals and ob jectives o l the organization 

and the m eans of achieving  them  but a lso g ives an ind ication of the nature 

of the com pany and its business both in the present and in the long run.

Hill and Jones (2001) conc lud e that the stra teg ies an organization pursues 

have a m ajor im pact on its perfo rm a nce re la tive  to its peers. Porter f 1980) 

states that strategy is basica lly about com petition a rid  the m oans by w hich 

an organization tries to ga in  a com petitive  edge. A ccord ing  to O ham ae 

(1983). the only purpose of stra teg ic  p lanning is to em pow er an organization 

to effic iently gain a susta ina b le  com petitive  edge over its com petito rs. 

Therefore corporate  stra tegy im p lie s an attem pt to cha nge in the most 

efficient w ay. a com pany, strength re la tive  to that of its com petitors.

In A nsoff’ (1965) m odel, stra tegy is d esigned  to transform  the firm  from  the 

present position to the position described by the po lic ies and ob jectives 

subject to the constra ints of the ca pa b ilitie s and tho potentia l o f the 

organization. This m odel spec ifica lly  stresses two concepts. G ap a na lysis is 

designed to eva luate tho d iffe rence (gap) betw een the current position of 

the firm  and its ob jectives. The organization chooses the strategy that 

substantia lly c loses the gap. Synergy re fe rs to the idea that firm s m ust seek 

product m arket posture w ith a com bined perfo rm ance that is greater than 

the sum  of its parts m ore com m only know n as -  

"2  + 2  = 5 " fo rm ula  (Ansoff, 1965).

A significant cha nge in  the environm ent and no stiift in the strategy w ill lead 

to gaps and these gaps lead to m alperfo rm ance. As such strateg ies m ust 

m atch w ith the environm ent and the in te rna l capab ility must m atch w ith the 

strategy. Ttie  four types of synerg ies A nso fl (1965) is referring to are m arketing

12



operating synerg ies, investm ent synerg ies and m anagem ent 

There are a num ber of strateg ic responses.

M orke l penetration occurs w hen a com pany enters a m arket w ith current 

pfoducts. The best w ay to a ch ie ve  this is by ga in ing com petitors custom ers 

(part of their m arket share). O ther w a ys inc lude attracting non users o f your 

product or convinc ing current c lients to use  m ore ot yo ur p rod uc ls/se rv ice  

through advertising or o ther p rom otion techniques.

Product D evelopm ent ha ppens w hen an estab lished p rod uc l in the m arket 

place is targeted to a d iffe rent custom er segm ent n s a strategy to earn m ore 

revenue for the firm . This may invo lve m oving  Into another reg ion or 

expanding into a no the r country. It can a lso  be im plored by connecting 

through an a lliance.

D iversification invo lves entering  p ro d uc l rn u ik e l d iffe rent from  those in  w hich 

a firm  is currently engaged. I I  can a lso  be im p lem ented by acquisition of a 

new  business venture, outsourc ing  w here  the firm  hires p ro d uc ls/se rv lc e s of 

another firm  w hich it d o e sn 't have a  com plete  com petitive  a dvantage in 

producing inc lud ing  strategic a lliances are equa lly im portant responses.

These strateg ic responses illu stra te  in particu la r, that the e lem ent of risk 

increases Iho  further Ihe  strategy m oves a w a y from  know n p ro d uc l and 

existing m arket, product deve lopm ent and m arket extension, d iversification 

and m arket penetra tion. D iversification usua lly  requires new  skills, techniques 

and new  fac ilities. As a result, these re sp o nse s a lm ost invariab ly lead to 

physical and o rganizational cha nge in  Ih e  structure  of the business w hich 

represent a d istinct break w ith  past business experience. For this reason, 

am ongst others, m ost activ itie s revo lve  around penetra tion and the Ansoff

synergies.

synergies.
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Matrix despite its fam e is u sua lly  o f lim ited  va lue a lthough it does a lw ays offer 

useful rem inder o f the options w h ich aro open.

2 2 Operational Responses
Operational re sponses are concerned  w ith setting  broad po lic ies and plans 

for using the resources of the firm  to support it 's  long term  com petitive 

strategy. It 's  very com prehensive  and in tegra tes the corporate  strategy. The 

operational stra tegy focus on g iv ing high se rv ice q ua lity  (Chose et al, 1988). 

low production costs (Dooner, 1991). having flexib le  facilities and process 

(Garvin. 1987) ab ility  to d e live r w ith  speed (Dooner. 1991) and innovativeness 

(Unilever. 2001).

Quinn (1980) identifies stra tegy as a p lan that puts together an organization, 

m arshal and a llocates its resources in a un ique w a y on the basis of its re lative 

internal com petencies and lim ita tions, expected cha ng es in the environm ent 

and contingent actions by the com petito r. There are a num ber of 

operational responses.

2.2.1 Restructuring

W ilson and Rosenfc ld  (1990) defined  o rgan iza tion  structure as the esta b lished  

pattern of re la tionsh ip  betw een com ponent parts of an organization 

outlin ing C om m unication, contro l and authority patterns, thus, structure 

d istinguish the parts o f the o rg an iza tion  a nd  de lineate the re la tionsh ip  

betw een them. O ne ot the m ajor activ ities of restructuring  is business process 

reeng ineering. Ham m er (1996) notes that com pa nies can d ra m a tica lly  

im prove their e ffic iency a nd  qua lify by focusing on custom ers and the 

processes that c reate  va lue  for them . Processes have com a to he  m ore 

im portant than their p roducts a nd  are infact defin ing  the m arket p lace in 

w hich the com pa nies com pete, outsourc ing  for instance, w ould  ena b le  an
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ofganizfjlfcw to concentra te  o n  its core business w hile  benefiting Iro m  the 

coSt effic iencies of those com pa nies that spec ia lize  on the outsourced 

activity. Firm s can design their stra teg ies based on their p rocesses, for 

instance, through extension w here  strong processes enab le  entry to new  

markets.

Senior (1997) notes that there are various cata lysts for o rganiza tiona l changes 

such as restructuring . These  triggers m ay inc lud e  the purchases o f new  IT 

equipm ent o r system , business p rocess reeng ineering  through process 

m tensitication/exlension, the red esign of a g roup of jo b s, staff right sizing and 

subsequent staff cutbacks as w e ll as sta ff red und anc ies. W ith regards to  the 

num ber of leve ls in the structure  of the organiza tion, often re fe rred  to as the 

scalar chain. D rucker (1989) suggests that these shou ld  be as few as jro ssib fe . 

Too m any leve ls bring d iffic u llie s in  Ih e  understand ing of ob jectives and 

com m unicating both up and dow n the h iera rchy. Accord ing to Q uinn 

(1992). ente rp rises genera lly  obta in stra teg ic  a d vantage by focusing on the 

sm allest activ ity o r cost un its that can e ffic iently  rep licate  cost-cutting  efforts 

which lead to d ra m a tica lly  low er overhead costs and port o l these savings 

can then be passed to the c u sto m e r in te rm s of lo w e r prices.

Thom pson (1997), sta tes that rad ica l business p rocess eng ineering  im plies 

that g firm  com plete ly re th inks how  certa in tasks are ca rried  out and 

searches for new  w ays through w hich perfo rm ance can be im proved. If 

leads to breaking dow n functiona l and ind iv idua l job boundaries a s the 

processes do not hove to co inc id e  w ith the existing  departm enta l structures, 

Grundy (1995). how ever, ca utions that speed ing  activ itie s up w ithout 

detrim ent to qua lity  and w ithout the reacting  costs d em ands m ore effective 

learning and feedback in  the m anagem ent p rocess. Accelerating processes 

with continua l and open lea rn ing  avo id  costly errors. Reichhetd (1996)

suggested that by searching fo r the root ca use s o f custom er departures.
15



com panies w ith the d esire  a nd  capacity to learn can identify business 

practices that need fixing a nd  som etim es can w in  the custom er back and 

re e sta b lish  the re la tionsh ip  firm ly.

2 2.2 M arketing Strategy

Kottler and A rm strong (1999) define  m arketing as a  soc ia l and m anageria l 

process. It 's  the process by w hich ind iv idua l a nd  groups obta in w hat they 

need and w ant through creating  and exchang ing  products and value with 

others Basica lly it ’s about sa tisfy ing  custom er needs and w ants. Kottler 

(2000) observes that m arketing he lps to define the business m ission a s w e ll as 

analyzing the environm ent, com petition  ond  business situations It therefore 

plays a m ajor ro le  in the o rg a n iza tio n’s stra teg ic  p lanning process.

The other key factor that w ill in fluence progress in  the industry is the 

marketing strategy, cap ita l is in  short supp ly and w ith over capacity in the 

services industry, o rgan iza tions m ake the c la ssic  strateg ic decisions a s to 

which m arket segm ents they w ish  lo  se rv ice and in w hat w ay, organizations 

had previously a ttem pted to be "a ll th ings to all m e n " a s Ihey em barked on 

m oss m arketing cam pa igns; now  inc reasing  efforts a re being expanded in  

determ ining w h ich custom er segm ent p rovide the m ost profit potentia l, h ie  

basic thrust of m arketing stra teg ics in  fhe 1990s w as to increase the 

penetration of p roducts to their existing  custom ers through m ore effective 

cost-cutting efforts. G a viga n (1992) a rticu la ted  this strategy as; it is m uch 

easier and cheaper to se ll lo  "w a rm  b o d ie s" and form ing an existing 

account base is m uch b e lte r than hunting for ne w  custom ers. This com b ines 

an expansion in to  ne w  area of operation w ith low  cost such as a convenient 

te lephone delivery system .

Accord ing lo  Thom pson and Strickland (1993) environm enta l scanning

enables m anagers to id entify  potentia l deve lopm ents that cou ld  have an
16



important im pact on ind ustry  conditions loading to the em ergence of 

opportunities and threats. th is w ill he lp  the m anagers to develop 

appropriate stra teg ies g iven the industry com petitive situation. The strategic 

marketing m ix e lem ents o f p roducts, price, d istribution ond prom otion are 

equally Im portant.

2.2.3 Inform ation Tec hno lo g y Strategy

Over the past two d eca d es IT has a llow ed organizations to expa nd  their 

activities to m ass m arket. A ccord ing  to Porter (1985). techno log ica l change 

especia lly IT is am ongst the m ost im portant forces that can a lte i H ie  ru les of 

com petition. This is because m ost activities of an organization g ene ra te  and 

utilize inform ation. Porter and M illar (1985) contend that IT can a lso  create 

new business from  w ith in  a  c o m p a n y 's existing activ ities. M e Farlan et al 

(1983) contribute that IT o ffe rs a scope for product d iffe rentia tion  that 

enables the com pany lo  e ffe c tive ly  service the needs of its m arket niche. 

Luflm an (1996) adds that the w ay a firm view s its business, custo m e rs and 

com petition is c ritica l to suc ce ssfu lly  a ligning Is  business and IT strategy. IT is 

used to autom ate process and lo  augm ent Hie skills of o rg a n iza tio n 's sta ll.

Rayport and Sv iok lo  (1985) sta ted  that com petition is defined a lo n g  two 

dim ensions; Hie physica l w orld  of resources and a v irtua l w orld  of info rm ation. 

Inform ation supports and enhances every o c tiv ily  in Ih e  o rganiza tion and it 

can itse lf be a source of a d d e d  value and hence com petitive  advantage, 

provided O rganizations are a b le  to d raw  that value. G ilbert (1995) notes that 

strateg ica lly successfu l o rganiza tions obta in m arket feedback continuously 

and rap id ly adapt to the fe e d b a ck a head of their riva ls. They exp lo it the 

potentia l ot strateg ic as w e ll as com petitive and operating  Inform ation 

system s; som e of the in fo rm ation technology variab les that can in fluence a 

firm 's  response to com petition inc lude the usage of rea l-tim e system s, extent
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of jn to rconnectiv ily  of d istribution channe ls os w e ll as the effic iency of the 

jy lecom fhun icd tion  system s.

Although capita l is scarce, o rgan iza tions continue to invest huge sum s of 

m oney in  IT as it acknow led ged  that lack of investm ent in this area dam ages 

organizations ab ility to co m p ete  effective ly, o rganiza tions are m aking the 

transition to custom er-based in fo rm ation being held o r re la tiona l databases 

in their efforts to becom e m ore m arket-o riented  and to reso lve the d ifficu lties 

of ho ld ing deta ils o f custo m ers at accounts o r c luste red around the 

custom ers static d eta ils record s such as nam e and age. The speed at w hich 

technology continues to d e vo lo p  m akes p red icting  the future o f system s 

difficult but If so lutions to business p rob lem s m ust p rovide  inform ation support 

place to the custom er in  the contre  of their operations; a id in-tim e 

com pressing in the deve lopm ent of o rganiza tions products and se rv ices and 

reduce overa ll costs by im proving  productiv ity throughout the organization.

2.2.4 Hum an Resource Strateg ies

The im portance of hum an resource strategy is c ruc ia l as the perform ance 

and cost of those em ployed  in  the industry a re  fundam enta l to its future 

success. Th is is another area w hore  organiza tions are attem pting to ra ise 

quality and at the sam e tim e c u llin g  costs. Hum an resource strateg ies must 

support the strateg ic d irection of the o rgan iza tion . Hum an resource is 

essentia l in a ligning o il ie r  factors o f p roduction to achieve the goa l of the 

firm.

Cost is a m ajor d iffe rentia to r in financ ia l se rv ices and a ll major partic ipation 

must pay attention to sta ff co sts w hich is their m a jo r cost driver to rem ain 

com petitive. P layers in  the ind ustry  w ill continue to m atch cash o io u n d  the
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mark©* p lace so o ther fo rm s of d iffe rentiation are needed w ith se rv ice qua lity 

belng increasing ly im portant in achieving  com petitive  advantage.

2 3 5 O rganizational Strategy and C ulture Change

Brown (1998) defines o rganization cu lture  as the pattern of beliefs, values 

and learned view s of cop ing  w ith e xperience that have deve loped during 

the course of an o rganiza tion h isto ry and w h ich tend to be m anifested in its 

m ateria l a rrangem ents and in  the behaviours of its m em bers, thus an 

appropriate and cohesive  cu ltu re  can be a source of com petitive  

advantage. This is because it p rom otes consistency, coord ination, contro l 

and reduces unce rta in ly  w h ile  enhancing m otivation and organiza tiona l 

effectiveness, a ll ot w h ich fac ilita te  the cha nce s of being successfu l in  the 

market p lace. Therefore , co rpora te  cu ltu ra l identity for the m arkete r is a 

strategic tool that is used to m anipula te  consum er perceptions of an 

organization a rid  its p rod uc ls/se rv ic e s.

Culture change and corpora te  lea rn ing  aro inte rdependent. The ra to of 

organizational learning is dependent on cu lture  w h ile  the ra te  and content 

of o rganiza tiona l learning fundam enta lly in fluence the firm s' cu ltu re . Thus 

culture change is a process ot lea rn ing . Other ind icators of cu lture  shifts 

include changes in a rch itectura l design and brand ing logo a n si nature  of 

internal com m unication a s to a chang ing  com petitive  enrichm ent therefore 

entail substantia l changes to a n  o rg a n iza tio n 's long term  behaviour. Those 

adaptations m ay be gradua l or revo lutionary d epend ing  on the nature and 

c ircum stances facing the organization.

On the w hole , a turbulent environm ent w ill d ictate  that o rganiza tions rap id ly

m ake both strateg ic  and operationa l responses in o rder to rem ain

com petitive  in their businesses. The Saccos a re  not any exceptional g iven the

libera lization o f the co-opera tive  sector. The response  patterns m ust be
19



^ rn p a tib le  with thelf Internal capabilities to ensure successful 

impierT>entatlon of the response strateg ies and the environm ent scanning is a 

continuous process (Abongo. 2007).
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CHAPTER THREE: RESEARCH METHODOLOGY

3 | R e se a rc h  Design
This w as a survey o l the re sp o nse s a d opted  by Saccos in Na irobi a re a  to the 

changes in the exte rna l environm ent, the  design w as se lected duo to high 

cost of other design a lte rnatives and a lso  consid e ring  Ih u l Na irobi a rea has 

the highest concentration of the Saccos.

Ko tha ri (1990) describes a  su rve y as invo lv ing  a genera l or com prehensive  

view of a situation in  o rder to ascerta in a cond ition or va lue. I his study 

focused on op in ion or factua l in fo rm ation and invo lved adm in iste ring  a 

questionnaire to ind iv idua ls.

This was a  descrip tive  research w hich d ete rm ined  and report the w ay things 

are (Gay, 1981). Th is a pproach w a s appropria te to the stud y since it invo lved 

tact find ing and enquiries o f d iffe rent kinds to d esc rib e  the state of a ffa irs as 

they presently exist.

3.2 Population of Study
The population of interest In this stud y constitutes a ll the Saccos w hose 

registered offices a re  in Na irobi a rea and m ainta ined in the ro ll o f 

cooperative societies by 3 ) ' '  D ecem ber 2007 at the c o m m issio ne r's office, 

Nairobi. There w ere 1.060 a ctive  Saccos in the co m m issio n e r's reg ister.

3.3 Sample Design
Sam pling m eans se lecting part of the e lem ents in a population so  that 

conclusions m ay be obta ined about the entire  population (Kothari. 1990).
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Gay ( I? 8 *) suggests that to r descrip tive stud ies a sam ple ot 10% ot the 

acCe ssik le population is acceptab le.

Since the population size w as know n, ra nd om  sam pling  w as used. From  the 

roll o f active Saccos in the co m m issio ne r’s reg iste r as at D ecem ber 2007, 

there were 1060 a ctive  Saccos out of w hich 60 Saccos w ere se lected.

3.4 D ata  C o lle c tio n
Both quantitative and qua lita tive  data w ere co llected. Prim ary data  of e ither 

nature w as co llected through a  structured  questionna ire  and com plim ented 

by Secondary data obta ined through desk research.

The item s in the instrum ent (questionnaire} o f data  co llection have been 

developed from  literature re v ie w . It w as d e live red  to a ll the cha irpersons of 

the se lected Saccos. The questionna ire  w a s se lf adm in iste red in  that it 

involved the drop and pick later approach. Th is gave the respondents 

ample am ount of time to th ink through the questions before answ ering them. 

The researcher w as how ever, a va ila b le  lo  c la rify arising questions.

The questionna ire  had lour parts w ith  d iffe rent sets o l questions. The 

questions w ere both closed and of open ended type. The c lo se r! questions 

a im ed at obta in ing specific  re sp o nses w hile  the open ended section gave 

flexibility for the respondent to answ er. The first part of Ih e  questionna ire  

sought to get genera l (ind iv idua l and organizationa l} in form ation on the 

specific Sacco. Part two; C ha lleng es facing the Sacco su b so rfo r in  Kenya, 

Pari Three: Responses, p a ri Four; Strateg ic fit. This d iv ision of the questionna ire  

into parts ca ptured  the first and the second ob jective . A ll Ih e  respondents 

w ere expected lo  a nsw er all questions in  a ll the parts. The respondent in
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each sampled Sacco was the chairperson or any other senior person In the 

Socco hierarchy either from the governing authority or management.

3 5 Data Analysis
The process o f data analysis involved several stages. Com pleted 

questionnaires were edited for com pleteness and consistency. The data was 

then coded and checked for any errors and om issions (Kaewsm ith & 

Herding. 1992).

The data collected was analysed along the variables of the study. This 

content analysis encom passed challenges, responses on restructuring, 

marketing strategy, inform ation technology and strategic fit.
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CHAPTER FOUR: FINDINGS AND DISCUSSIONS

This chapter presents analysis and findings of the research and the extent it 

achieved the objectives of the study. Out of the sam pled 60 Saccos, there 

wore 48 respondents thus the response rate was 80%

4.1. Number of Years In Operation.
This section sough! to find out the num ber of years the Sacco has been in 

operation.

Figure 1: Number of years in operation

Saccos Years of Operations
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Period in Years

Source; Interviews

From figure I above, it can be seen that out of the 48 Saccos surveyed. 17 

lo r 36%) had been in operation for 16 years. 9  (or 18%) had been in operation 

tor less than 10 years. 12 Saccos (or 25%) had been in  operation for over 30 

years, 3 (or7%) had been In operation for over 20 years and 7 (or 14%) had
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in operation ,of rnore Ihcin 10 yeo'S. m ajority of the respondents were 

Soccos which had been in operation for over 16 years.

4 2. Membership of the Sacco 

Figure 2: Total membership

N u m b e r o f  S a c c o  m e m b e rs
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Source: Interviews

Figure 2 shows that o u l of the 48 Saccos surveyed. 8 (or 17%| had 

membership of 1000 and below. 10 (or 21%) had m em bership above 2000. 6 

(or 12%) had m em bership above 3000. and 20  (or 42%) had m em bership 

above 4000. The m odal class was 4001 and above
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4.3 Designation of the Respondents

Table 1: Designation
Designation Frequency Proportion

[C ha irpersons 122 45%
[G e ne ra l m anager ' 4 ! 8%
[H onora b le  secretary 7 15%
[Treasurer |2 5%
rv ic e  cha irperson 13 27%
irb ta l 48 100%
Source: In te rv iew s

Table I show s that 22 of H ie  re spond ents w ere  cha irpersons. 4 w ere genera l 

m anagers of the Saccos. 7 w e re  honorab le  secretaries. 2 were treasurers and 

13 vice cha irperson. M ajority o f the respondents 45%  w ere  the cha irpersons.

4.4. Gender of the Respondents

Gender of the 
respondents

Frequency Proportion

Male 40 83%
8 27%

TOTAL 48 100%

Source: Interview s

M ajority o f the respondents w ere  m ales com prising  83%  w hile  thore w ere  only 

8 female respondents com prising  27%



4.5 Category of the Sacco

of the[Category
tt'jfocCQS _____________
[Private sector Sacco 

Public sector Sacco 
r^ ^ T K J l sector Sacco

PB5 —I-------
Source; Interviews

Frequency Proportion

13 27%
20 42%
I5 31%
48 100%

From fable 3, it can be seen that m ajority of the respondents were from the 

public sector com prising 42%. inform al sector 31% and the private sector 27%.

4.6 Number of Years in the Sacco

Figure 3: Duration of the respondent in the Sacco
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From figure 3. It can be seen that out of the 48 Saccos surveyed, m ajority of 

ihe respondents had been in the organization for over 8  years com prising
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75% and none of the respondents had been in the organization for 2 years 

or less.

4 / Changes Experienced By the Sacco Sub Sector In Kenya.

From figure 4. it can be seen that out of the 48 Saccos surveyed, majority 

have been affected by the changes in the Sacco subsector environm ent to 

a very high extent. Holding of the AGM  (Annual General Meetinq) in four 

months after the end of the financial year requirem ent can be singled out as 

one affecting m ajority of the Saccos followed by introduction of 

performance/prudontial standards



4.8. Challenges Facing the Sacco Subsector In Kenya

figure 5: Challenges facing Saccos
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Source; Interviews

From figure 5. it can be seen that the m ajority of the 48 Saccos surveyed are 

taclng challenges to a very high extent.. M em bership w ithdrawal is the main 

Challenge followed by com petition from the private sector as show on the 

figure above.
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4 9. Milestones Accrued to the Saccos For the Time They Have 
Been In Operation.

tnble 4: Sacco s developm ents for the period It has been In operation
Saccos developm ents for the period it has been in
HHgjlon_______________________________________

ovativeness and superior qua lity products and 
je rv ic e s ____________________________________________________

Frequency

27

ppsponsiveness to the surrounding environm ent 10
High levels of com petitiveness 9
Creation o f superior values 2
Total 48

Source; Interviews

Rom table 4, It can bo seen that m ajority o f the Saccos. 27 have tried to be 

innovative in order to have superior quality products and services, 

responsiveness to the surrounding environm ent 10. m aintaining high levels of 

competitiveness 9 w hile  creation of superior values 2.

4.10 The Government Consideration of the Sacco Subsector to 
Spur Economic and Social Development

Figure 6: Government consideration of Sacco role In economic and social 
development

Role of Government

o Yes 
■ No

Source; Interviews
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from figure 6 It can be seen that m ajority of the Saccos approve the 

Government has prioritized the Sacco subsector and attached it to 

economic and social developm ent shown by 36 accepting while 12 saccos 

do not believe the G overnm ent has attached Sacco subsector to econom ic 

and socia l developm ent.

Table 5: Reasons why Government attaches economic and social 
mportance to the Sacco subsector
R e a so n ______  Frequency
"Economic developm ent______________ I
Empowering m em bers econom ically

•I of poverty 7_____________ 15%
Im proving liv ing standards 16 33%
Low Incom e groups access c red it ____
Saving opportunities through m obilization of 
funds. ____  ______________________________
No answer 
Total

8
2

12
48

Proportion
2%___
4%

17%
4%

25%
100%

Source: Interviews

In this category, the interest of the researcher was finding out what wore the 

reasons why the governm ent attached so much im portance on Ihe Sacco 

subsector. M ajority of the respondents ind icated the reason is to im prove the 

standard of living. 16 (or 33%) to enable low Incom e G roups access credit 8 . 

(or 17%) to eradicate poverty.7 (or 15%) to provide saving opportunities 

through m obilization of funds, 2{or 4%) which Is shared by em powering 

members econom ically.
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4  1 1 Functions of the commissioner for cooperative Development 
e n jo y e d  by the Saccos.

fable 6 : runcmwi* v.
["Function Frequency Proportion
- R e g is t r a t io n  o f  new  cooperative societies 

a n d  audited reports.
4 8%

Education and training to the cooperative 
societies.

5 11%

in . i^ rt io n  inauires and dispute arbitration 28 58%—  ■*
Sacco policy form ulation and provision of 
guidelines on Sacco developm ent

8 17%

C o o rd in a tio n  and regulation of specific 
Sacco activities e.g. fosa

3 6%

Total 48 100%

From table 6. It can be seen that majority of the Saccos surveyed enjoy 

inspection, inquires and dispute arbitration from the com m issioner's o flice  

comprising 28 (or 58%). Sacco policy form ulation and provision of guidelines 

on Sacco developm ent 8 (or 17%). Education and training to the cooperative 

societies 5(or 11%), reg istration of new cooperative societies and audited 

reports 4(or 8%) and coordination including regulation of specific Sacco 

activities e.g. Fosa 3(or 6%).

4.12 Number of Saccos that have responded to the environment 
changes
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Source: Interviews
From figure 7. it con be seen that m ajority of the Saccos have responded to 
changes in the environm ent com prising 43 (or 90%). 5 (or 10%) have not 
responded to environm ent changes.

4.13 Tactics used by Saccos to remain Competitive given the 
environment changes.

Table 7: Tactics adopted by Saccos to remain com petitive given the changes 
In the environm ent

I
35
30
25
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C h a n g e s

a  V e ry  h ig h  e xte n t 

m H ig h  extent 

H  N o  effect 

(9 L o w  e xte n t 

■  V e ry  lo w  e xte n t

Source; Interviews

From table 7. it can be seen that m ajority of the Saccos surveyed have used 

several tactics to rem ain com petitive given the environm ent changes to a

very high extent shown by total frequency of 89. m ajority of the saccos have
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Used new market strategy l.e. breaking the com m on bond to a llow 

membership from other institution shown by 32. new product developm ent 

strotegy expanding the loan portfo lio  28. m arket penetration strategy i.e. 

new product e.g. Fosa 26 and 3 have used diversification strategy i.e. real 

estate Investment.

4, 14. Saccos that have long term  polic ies and plan to use their resources to 

support their long term com petitive strategy.

Figure 8: Number of Saccos that have planned to use their resources to 
support their long term com petitive strategy

Source; Interviews

From figure 8 . it can be seen that m ajority ot the Saccos surveyed have plans 

and long term  polic ies to use their resources to support their long term 

competitive strategy com prising 46 (or 96%).
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4 15 Role of the management committee to changing competitive 
epvironment

table 8: Contribution o f the m anagem ent com m ittee to the changing  
competitive environm ent
-Ro le o, the com m ittee to the changing 
competitive environm ent

Frequency Proportion

Constant consultations w ith m em bers on the 
way forward

6 12%

Developing survival strategies for the general 
meeting approval.

23 48%

liaising with the com m issioner office for any up 
dates on the new products.

8 17%

Organizing constant education and training on 
how to use new products.

9 19%

Organizing tours to other Saccos so that 
members learn from them

2 4%

Total 48 100%
Source; Interviews

From table 8 , i l  can be seen that m ajority of the Saccos surveyed indicated 

that the contribution of the m anagem ent com m ittee to the changing 

competitive environm ent is developing survival strategies for the general 

meetings approval com prising 23 (or 48%), organizing constant education 

and training tor m em bers on how to use the new  products 9 (or 19%).
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4 16 Corporate restructuring In the Saccos 

figure ?: Saccos that have undergone corporate restructuring  

Corporate restructuring in Saccos

© .
O Yes 
■ No

Source; Interviews
From figure 9. it be seen that m ajority of the Saccos have undergone 

corporate restructuring com prising 36 (or 75%) in the last 5  years. 12 (or 25%) 

hove not undergone corporate restructuring.

4.16 Objectives of the restructuring processes
In this category, the interest of the researcher was finding out the reason for 

the restructuring process In Saccos

Table 9 : Reason for restructuring in Saccos
Reasons for restructuring in  Saccos Frequenc

y

Proportio
n

To Increase the products/services of the Saccos 
enjoyed by the m embers

8 17%

To make the Sacco do other business a part from  the 
usual savings and credit e.g. Transport business, real 
estate investment

5 10%

To make the Sacco business relevant and 
com petitive in  a liberalized environm ent

17 36%

f o r  econom ic developm ent 2 4%
Because it w as encouraged by the governm ent 
through com m issioners office

4 8%

No answers 12 25%
Total 48 100%
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porn tabic 9, it can be seen that m ajority of the Sa c co s surveyed undertook 

corporate restructuring  to m ake their Saccos business re levant and 

com petitive in  a libera lized environm ent com prising  17 (or 36% ), 8 (or 1/) d id 

the sam e to increase  the p roducts/se rv ices of the Sacco enjoyed by the 

m em bers. 5  (or 10%) und erto o k corporate  restructuring  to m ake their 

Saccos do other business a p a rl from  the usual savings and cred it e g . 

transport business, rea l estate investm ent.

4 .17 The way the restructuring process was undertaken in Saccos

Restructuring p rocess in Sacco Frequency Proportion
M anagem ent com m ittee floated the idea to the 
general m eetings for a p p ro va l fo llow ed by 
presentation of budget p rovisions for the sam e in

8 17%

another qeneral m eeting and then im plem entation
Experts from  Kussco w ere  contracted  to d eve lop  a 
docum ent for restructuring  of the organization 
w hich w a s later adopted by m em bers and is being

6 12%

im plem ented
M inistry of cooperative  D eve lopm ent c ircu la rs on 
restructuring  w ere fo llow ed as w ell as constant

13 27%

guidance from  the com m issione rs office
Externa l credit fac ility  w as sought by the Sacco 
w hich w a s la ter used to buy the Sacco its office.

9 19%

com puters, em ploy qua lified staff etc
No answ ers 12 25%
Total 48 100%

Source: Interview s

From table 10, it can bo seen that m a jo rity of the Saccos surveyed usod 

guide lines from  the com m issioners office w hile  undertaking the restructuring  

process com prising  13 (or 27% ). 9  (or 19%) sought externa l credit fac ility to 

fund d iffe rent stages of the process. 12 (25%) had not undertaken the 

restructuring  p rocess in Ihe ir Saccos*.
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4.18 Challenges faced by the Saccos during restructuring

Table n: Challenges facing Saccos In undertaking restructuring
Challenges facing Saccos in 

re struc tu ring
Inadequate capital 23 h48%
Limited expertise on the side of the 
monaaernent com m ittee

5 10%

Stringent requirem ents trom the 
commissioners office

84% 17%

Lack of education and training on 
the side of the m em bers to 
facilitate approval of budget 
estimates for the same

2 4%

No answers 10 21%
Total 40 100%

Source: Interviews

From table I I .  II can be seen that m ajority of the Saccos surveyed had 

inadequate capital to facilitate the restructuring process com prising 23  (or 

48%). 8 (or 17%) indicated stringent requirem ents from the com m issioners 

office was an im pedim ent and 5 (or 10%) had lim ited expertise on the side 

of the m anagem ent com m ittee.
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4. J9 Saccos that have met the objectives of restructuring

nt to which objectives 
restructuring have been met by 

! Saccos

Frequency Proportion

j Complete 7 15%
[Continuing 20 42%
l Half way 5 10%
[stuc k after starting 4 OB

[No answers 12 25%
[Total 40 100%______________________

From fable 12, it can be seen that m ajority o f the Saccos are still continuing 

with the restructuring process com prising 20 {or 42%). 7(or 15%) have

completed the process. 5 (or 10%) are half w ay w ith the process and 4 (or 

8%) are stuck after starting.

4.20 Status of restructuring exercise

Status of restructuring Frequency Proportion
Complete 7 15%
Continuing 20 42%
Stuck after starting 4 8%
Half way 5 10%
Abandoned 0 0%

.No answers 12 25%
j f  ________ 48 100%

Prom table 13. it can be seen that m ajority of the Saccos surveyed are still 

continuing com prising 20 (or 42%)
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4 .2  Marketing

Source; Interviews

From figure 10, it can be seen that m ajority of the Saccos surveyed indicated 

changes In their m arketing strategy com prising 43(or 90%), 5 (or 10) had no 

changes in their marketing strategy.

4.2.1 O bjectives of the M arketing Changes

Table 14: Objectives of marketing changes hi Saccos
[ Objectives of m arketing changes Frequency Proportion
To attract m ore m em bers from  other societies 4 8%
To retain our m em bers so that they d o n ’t seek 
same services/products from com m ercia l banks

9 19%

. To popularize our Sacco in the Sacco fraternity 3 6%
To make our products/services be com petitive 20 42%
To fulfill the requirem ents of the com m issioners 
office

7 15%

No answer 5 10%
^Total 48 100%
Source; Interviews
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table 14 it can be seen that m ajority of the Saccos undertook 

marketing changes in order to m ake their products/services be com petitive 

comprising 20 (or 42%), 9 (or 19%) undertook m arketing changes In order !o 

retain their m em bers from seeking sam e services/products from the 

commercial banks.

4.2.2 Implementation of the Marketing Changes

Figure 11: im piem enianon or marKenng cnangt
[im plem entation o l m arketing changes_______
i Done in phases or stages

Frequency
6

Proportion
13%

Minimized the waiting period before the 
1 Issuance of loans/services

12 25%

Introduced new products/services such as 
special loans. Holiday loans etc

19 40%

Sought external credit to enable us go to 
other business e.g. Fosa. real estate 
Investment

4 8%

Improve the quality o f our T-sh irts during 
Shiriku day celebration

2 4%

No answer 5 10%
Total 48 100%

Source; Interviews

From table 12 It can be seen that m ajority of the Saccos surveyed effected 

marketing changes by introducing new products/services such as s o c ia l 

loans, holiday loans etc com prising l9 (o r 40%), 12 (or 25%) effected 

marketing changes by m inim izing the waiting period before the issuance of 

loans.
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4 .2 .3  Challenges Faced By the Sacco While Undertaking the Marketing

Changes

lauic . ...
Challenges facing the Saccos in 
undertaking marketing changes

Frequency
1
Proportion

1
Inadequate capital 34 71%
Retrenchment in the mother 
organization o r m em bership 
withdrawal

8 17%

Un inform ed membership 1 2%
No answers 5 10%
Total 48 100%

From table 15 it can be seen lh a l m ajority of Ihe Saccos surveyed faced 

challenge of Inadequole  capita l w hile  undertaking marketing changes 

comprising 34 (or 71%). m em bership w ithdraw al due to retrenchm ent was 

also a big challenge com prising 8  (or 17).

4.2.4 The Extent to Which Marketing Changes Have Been Met By Saccos

Extent to which m arketing changes 
have been met

Frequency Proportion

Complete 4 8%
Continuing o r on-going 30 63%
Half w ay com plete 6 13%
Abandoned 3 6%
No answer 5 10%
Total 48 100%

From fable 16 it can be seen that majority of the Saccos surveyed nre  still 

continuing with their marketing changes com prising 30(or 63%). while 4 (or 

8%) have com pleted the process. The m arketing changes have been met to 

o very sm all extent since the m ajority is still continuing with only 4 (or 8%)

complete.
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4.2.5 Current Status ot Marketing Reponses by Saccos to Their Changing 

Compo,if,ve Situation.

£JDI“  1' - w w iiw ii arwiwe v i iiivMrvwmiM
Current status of marketing changes Frequency proportion
Successful 4 _ 9%
On-going 36 75%
A b andoned 3 6%
No answers 5 10%
Total 48 100%

Source; Interviews

From fable 17 if cum be seen If ia l m ajority of tire Saccos surveyed are still

continuing w ilh  their marketing changes com prising 36(or 75%) with only 4 (or 

9%) being successful In im plem enting m arketing changes.

4.3 Information Technology (IT)

Figure 12: Changes In Information technology In the last 5 years in Saccos

IT  changes In Saccos over 5 year period

□ Yes 
a No

Source; Interviews

From figure 12, if can be seen that m ajority o f the Saccos surveyed had not 

had any changes in inform ation technology com prising 71%, only 29% o l the 

Saccos had changes in their inform ation technology.
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4.3.1 Objectives of the Information Technology Changes.

Table 18: Objectives of information technology changes
O bjectives o f in fo rm ation technology 
changes

Frequency 4%~

To im prove the qua lity  of our 
p roducts/servlces

2 8%

To enhance service de livery to o u r m em bers l .4 13%
To atta in com petitive  edge over other Saccos 6 . 4%
To connect our b ranches co untry  w ide 2 4%
No answ ers 34 71%
Total 48 100%

Source: In terv iew :5

From  tablo 22 it can be seen that m a jo rity of the Saccos surveyed had not 

had a ny changes in their in fo rm ation technology, 6 (or 13%) had info rm ation 

technology cha ng es in o rder to atta in com petitive  edge over other Saccos, 

w hile  4 (or 8%) trad changes in in form ation techno logy to enhance service 

delivery to their m em bers.

4.3.2 The Way Changes In Information Technology Were Effected In Saccos.

Im plem entation of cha ng es in 
in form ation techno logy

Frequency proportion

In phases or stages 13 27%
At a go 1 2%
No answ ers 34 71%
Tota l 48 100%
Source; Interview

From  the table 19 it can be seen that m a jo rity o f the Saccos surveyed 13 (or 

27%) adopted im plem entation of their in fo rm ation technology in phases or 

stages but m a jo rity 34 (or 71) had not had any changes in their in form ation 

technology.

4.3.3 Challenges Faced By Saccos in Making Changes In Their Information 

Technology.
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fable 20: Challenges facing Saccos In making changes In their Information
W” — . l i , . -  — — . —---------- ---

Challenges foc irig  Saccos In making 
changes In their inform ation 
technology

Frequency Proportion

Inadequate capital 9 19%
Inexperienced staff 5 10%
No answer 34 71%
Total 48 100%
Source; Interviews

From fable 20, II can be seen that m ajority of Ihe  Saccos surveyed Ih u l had 

changes in their inform ation technology faced inadequate capital n s the 

major challenge. Inexperienced staff was another cha llenge com prising 5 (or 

10%).

4.3.4 The Extent to Which the Objectives of Making Information Technology 

Changes Have Been Met

Table 21: Extent to which changes In Information technology has been met in 
the Sa cc o s_______________________ __________________________________________

Extent to w hich changes in 
inform ation technology has 
been met in the Saccos

Frequency Proportion

Complete 6 12%
On going 7 15%
Stuck after startinq 1 2%
No answer 34 71%
Total 48 100%

Source : Interviews

From table 21 it can be seen that m ajority 15% of the Saccos surveyed that 

had m ade changes in their inform ation technology are still continuing with 

the process 6 (or 12%) are com plete. It can again be noted that the current 

status o f inform ation technology responses by Saccos are still on going
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4 4 Culture Change In Saccos

Figure 13: Culture change In Saccos

Source; Interviews

From figure 13, II can be seen that m ajority o l Ihe  Saccos surveyed had 

experienced business culture changes in their Saccos com prising 32(or 67%). 

16 (or 33%) had not experienced any business culture change in their Saccos.

4.4.1 Objectives of Culture Change In Saccos

O bjectives of culture change in 
Saccos

Frequency Proportion

To realign our Sacco business to 
the new  vision and mission

28 59%

To add value to our 
products/services

4 8%

No answers 16 33%
Total 48 100%

Source; Interviews

From table 22, if can be seen that m ajority of the Saccos surveyed which had

changes in  their businesses ind icated the objective was to realign their Sacco 

business to the new  vision and m ission of the organization Comprising 28 (or
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59%). 4 (& 8%) indicated the objectives was to add value to their 

! products/services.

4.4.2 Implementation of Culture Change

-------- — ----------------- ---  • ------  -
["implementation of culture change in Saccos Frequency Proportion |
[Through change of m ission and vision of the 
1 Sacco

22 50%

[Through education and training lo  members 5 , 10%
[Through introducing new products /services 3 7%
| No Answer 16 33%
1 TOTAL 48 100%

Source; Interviews

From table 23 it can be seen that m ajority ot the Saccos surveyed w hich had 

change in  their business culture effected the changes through change of 

mission and vision of the Sacco com prising 24 for 50%). 5 (or 10%) effe< ted 

the culture change through education and training and 3 (or 7%) through 

introduction of new products/services.

4.4.3 Challenges Saccos Faced While Making Culture Change 

Table 24: Challenges Saccos faced as they made culture change
Challenges during culture 
change

Frequency Proportion

Lim itation in training 14 29%
Inadequate capital 18 38%
No answers 16 33%
Total 48 100%

Source; Interviews

From table 24 it can be seen that m ajority of the Saccos which had change 

In their businesses faced the main challenge of inadequate capita l

com prising 18 (or 38%). 14 (or 29%) faced lim itation in  training
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4  4.4 The Extent To Which the Objectives Of Culture Change Have Been Met.

fable 25: extent to which the objectives of culture change have been met
Extent to which objectives of culture change 
have been met_________________________________
Not much has been achieved
Hope It was successful
No a n sw e rs____________
To ta l___________________

Frequency

22

23
48

P ro p o rtio n

46%
6%
48%
100% _ _ J

Source: Interviews

From table 25 it can be seen that the objectives of culture change have  not 

been met to a large extent com prising 22(or 46%). The status of the process 

of culture change can a lso be seen to.be incom plete.

4.5 Other Responses Saccos Have Made As A Result of Changing 

Competitive Environment

Table 26: Other responses Saccos have made to the competitive
nvlronment
Other response m ade by Saccos 
to the changing com petitive 
environm ent

Frequency Proportion

None 15 31%
Opening o r starting Fosa 21 44%
Joining the Sacco union-Kuscco 11
No answers 1 2%
Total 48 "700%

Source ; Interviews

From table 26 It can be seen that m ajority of the Saccos started Fosas as 

part o f their responses to the com petitive environm ent Com prising 71 (or 

44%). 15 (or 31%) had no other responses lo  the com petitive environment.
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4.5.1 Implementation of These Other Responses by Saccos

Table 27: Implementation of other responses
| im plem entation of o ther responses Frequency Proportion

Approval of the genera l m eeting  and then 
starting

2 4%

I A pproval of budget estim ates for the new 
expenses then sta rting

6 13%

A pproval of the com m issioners office and then 
starting

39 81%

[ No answ ers 1 2%
[To ta l 48 100% ___
Source; In te rv iew s

From  tub le  27 it can be seen th a t.m a jo rity  ot the Saccos w hich had other 

responses to the com petitive  environm ent p a rticu la rly  those w h ich started 

Fosa sought the a pprova l of the co m m issio ne r com prising  39 (or 81% ), 6 (or 

13%) sought a pprova l o f the ir budget estim ates befo re  im p lem enting  the 

new changes.

4.5.2 Challenges Facing Saccos in Implementing These Other Responses.

Table 28: Challenges Saccos face In Im plementlng other responses
C hallenges facing Saccos in 
Im plem enting other responses

Frequency Proportion

Inadequate  capita l 36 74%
Inexperienced staff 11 23%
No answ ers 1 2%
Total 48 100%

Source: Interview s

From  table 28 it can be seen that m ajority of the Saccos surveyed had 

inadequate cap ita l to ena b le  them  im plem ent o ther responses such as 

Starting Fosa. le a l estate investm ent com prising  36  (or 75%). 11 (or 23%) faced 

the cha lleng e of inexperienced staff.

4V



4.5.3 Extent to Which These Other Responses Have Been Met

Table 29: Extent to which Implementation of other responses has been met
Extent to which other responses have been 
im plem ented in Saccos

Frequency Proportion

Complete 3 6%
Continuing 21 44%
Abandoned 7 15%
No answers 17 35%
Total 48 100%
Source: Interviews

From table 29 it can be seen that m ajority of the Saccos surveyed are still 

continuing Im plem enting other responses to the com petitive environment 

com prising 21 (or 44%), 3(or 6%) are successfu l and 7 (or 15%) abandoned 

the projects after starting .It can again be seen from the sam e table that the 

current status of im plem enting other responses is still continuing.

4.5.4 Saccos That Consider Their Strategic Responses to Competitive 

Environment Adequate.

Figure 14: Saccos that consider their strategic responses to competitive 
environment adequate

Sacco's consideration of their strategic response

Source; Interviews
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From  figure 9. if can be seen fh a l m ajority o f the Saccos surveyed consider 

their strateg ic responses to the com petitive  environm ent adequate 

com prising  27 (or 57%), 17 (or 35%) d o  not co nsid e r their responses adequate

4.5.5 Saccos That Posses the Necessary Capability to Adopt Aggressive

Strategies To Match The External Environment.
Table 30: capability of Saccos to adopt aggressive strategies to match the 
external environment

I C apab ility o f Saccos to adopt aggressive 
! strateg ies to m atch the exte rna l environm ent

Frequency Proportion

Yes 30 62%
No 18 38%
Total 48 100%

Source: In te rv iew s

It can be seen from  table 30  that m ajority o f the Saccos surveyed consider 
their Sa c co s to posses l ire  necessa ry ca pa b ility  to adopt aggressive  
strateg ies to m atch the exte rna l environm ent.

4.5.6 Challenges facing Saccos as Independent entities operating In Kenya In 
responding to their ever changing environment

Table 31: Challenges facing Saccos as independent initiatives operating In 
Kenya in responding to their ever changing environment

C hallenges facing Saccos a s independent entities 
operating  in  Kenya

Frequency Proportion

Inadequate capita l 21 44%
In experienced staff 9 19%
Stringent cond itions set by the com m issioner for 
coop erative  developm ent

11 23%

Inaccessib le  credit facility 6 12%
No answ ers 1 2%
Total 48 100%

Source: Interview s

From  tab le 31 it can be seen that the m ajor cha llenge facing Saccos in 

re spond ing  to ever chang ing  environm ent a s independent entities operating
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in Konya is inadequate ca p ita l com prising  21 (or 44%). I t  (or 23%) faced 

stringent cond itions set by the com m issioner tor co operative  developm ent.

52



4.6 DISCUSSION

The sludy found out that majority of the Saccos surveyed had been affected by 

changes in the Saccos sub sector environment to a very high extent, perhaps this 

could be explained by the fact that Saccos had enjoyed unlimited protection from the 

government because of their welfare nature until the onset of liberalization of the 

economy when they wore now expected to operate Independently without enjoying 

any further government subsidy.

The study also found out that the main change that affected Saccos surveyed to a 

groat extent is  the requirements of holding the AGM four months after the end of the 

financial year and tho introduction of tiro prudential /performance standards. The 

explanation for th is could be because these were requirements set by the 

commissioner for cooperative Development during the onset of liberalization so the 

Saccos used to holding their AGM towards the end of the year wen- caught 

unawares. The financial year for most Saccos is  1 "  January to December 31** every 

year.

The study also revealed that challenges poised by competitive environment were 

faced by Saccos to a very high extent with the major challenqn being 

membership withdrawal and competition from tho international/private soctor Ih e  

possible explanation for this could be the recession of the world economies 

tfial made many companies from which Saccos draw their membership to 

embark on massive retrenchment programmes in order to remain a float In their 

businesses.
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Th e  stud y a lso  d iscovered that the  m ilestone accrued  to the m ajo rity of 

Saccos surveyed w a s being innovative and produce qua lity  p roducts 

and serv ices to llow ed by re sp o nsive ne ss to the surround ing  environm ent 

and m ainta in ing high leve ls of com petitiveness .This could  be because of 

the rea lization that they w ere  no w  autonom ous and w ere  bound to 

co llapse if they could  not co m p ete  e ffective ly w ith  those institutions 

w hose activ ities are a na logous to their activ ities.

The study found out that the governm ent of Kenya has prio ritized and 

attached the Sacco subsecto r to econom ic  and soc ia l deve lopm ent in 

o rder to im prove the standard  of liv ing .The exp lanation for this cou ld  be 

because Ih e  governm ent .be lieve in m obiliza tion of resources through joint 

savings at the grassroot leve l to assist the vu lnerab le  g roups m ain ly 

w om en and child ren.

The stud y found out that a m o ng  the functions of Ih e  com m issione r for 

cooperative  deve lopm ent enjoyed by Sa c co s surveyed m ost is 

inspections, ho ld ing of inqu irie s and d isputo  a rb itra tion .The exp lanation 

for this could  be because Ihe Saccos b e lieved  Ihe governm ent is Ihe 

on ly bod y w ith the required m achinery to dea l w ith  the errant t om m ittee 

m em bers m a in ly occupying pow erfu l positions in the m other com pany.

The stud y found out that m ajority of Ih e  Saccos surveyed have responded

to environm ent changes and have adopted severa l tactics to a high

extent to rem ain com petitive  w ith Ih e  new  m arket strategy i.e. tweaking

the com m on bond to a llow  m em bersh ip  from  other institutions I >eing the

m ain strategy and product deve lopm ent stra te g y i.e. expand ing  the loan

port fo lio  as w e ll as m arket penetration stra tegy i.e. new  p roducts e.g.

Fosa .Ih e  exp lanation for this cou ld  be that m em bersh ip  w ithd raw a l due

to re trenchm ent p rogram m e In com pa nies se rio usly  a ffe c le d  Ihe cap ita l
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base of m ost soc ie ties and they w ere now  looking lo r w ays of rebuild ing 

the sam e to facilitate reg u la r issuance of loa ns after m assive share 

re fund s to the w ithd raw ing  m em bers .Trying of new  products e q. Fosa 

must have fo llow ed the cha ng e  of the Act to a llo w  Saccos to do other 

businesses other than being lim ited  to savings and cred it.

The stud y found out that m a jo rity  o f the Saccos surveyed had long term 

polic ies and p lans to use their re sources to support their long term 

com petitive  strategy and that the contribution of the m anagem ent 

com m ittee to the chang ing  com petitive  environm ent w as to develop 

surviva l strateg ies and present the sam e to the genera l m eeting for 

approva l and organizing  co nsta n l education and tra ining to the 

m em bers on how  to use  the new  products .The exp lanation fo r this 

cou ld  be because of the a m end m ents o! lire  Act that lo o k p lace in  year 

2004 w h ich now  recognize  the m anagem ent com m ittee  as the governing 

authority or board of d irecto rs for the Saccos w hose prim ary duties from  

other com panies are sim ilar.

The study found out that m a jo rity o f the Saccos surveyed had a 

com m on cha llenge in im p lem enting  corporate  restructuring , m arketing 

c h a n g e s . in form ation techno logy cha ng es and cu lture  cha nge w hich is 

ina d equate  ca p ita l .The exp lanation tor this cou ld  be that m ost Saccos 

have never practiced p loughing  back ca p ita l w henever they m ake any 

interest in their business as eve ry thing is u sua lly  pa id out to the sam e 

m e m b e rs a s d iv id end s .Things have since  changed w ith libera liza tion of 

the Sa cco  sub sector. There is a need for the Saccos to look beyond the 

interna l operation s and d e ve lo p  strateg ies to strengthen their surv iva l 

chances into the future.
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Issues like environm ent scanning must now  be taken m ore seriously w ith a 

view to translating whatever inform ation obtained from this research info 

long-term  strategies for the organizations. The environm ent is beconring 

increasingly turbulent requiring proper diagnostic skills if the Sacco subsector 

is to survive in  the free market econom y.
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Fosa must have followed the change of the Act to allow Saccos to do other 

businesses other than being limited to savings and credit

The study found out that majority of the Saccos surveyed had long term policies 

and plans to use their resources to support their long term competitive strategy 

and that the contribution of the management committee to the changing 

competitive environment was to develop survival strategies and present the 

same to the general meeting for approval and organizing constant education 

and training to the members on how to use the new products The explanation 

for th is could l>o because of the amendments of the Act that took place In year 

2004 which now recognize the management committee as the governing 

authority or board of directors for the Saccos whose primary duties from other 

companies are similar.

The study found out that majority of the Saccos surveyed had a common 

challenge in implementing corporate restnicturing. marketing changes , 

Information technology changes and culture change which is  inadequate capital 

.Tho explanation for th is could be that most Saccos have never practiced 

ploughing back capital whenever they make any interost in their business as 

every thing is  usually paid out to the same members as dividends .Things have 

since changed with liberalization of the Sacco sub sector. There is  a need for 

Ihe Saccos to look beyond the internal operation s  and develop strategies to 

strengthen their survival chances into the future

Issu e s like environment scanning must now be taken more seriously with a view to 

translating whatever information obtained from this research into long-term 

strategies for the organizations. The environment Is  becoming increasingly turbulent 

requiring proper diagnostic sk ills  if  the Sacco subsoctor is  to survive in the free 

market economy.
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5.1.1 Saccos response to the com petitive environm ent

The study discloses that m ajority of the Saccos surveyed have responded to 

environm ent changes and have adopted several tactics to a higher extent 

to com petitive situation g iven the changes in the environm ent w ith new 

market strategy i.e. breaking the com m on bond to a llow  m em bership from 

other institutions being the m ain strategy used followed by product 

developm ent strategy i.e. expanding the loan portfolio and market 

penetration strategy I.e. now products e.g. Fosa.

The study further reveals that m ajority ot the Saccos surveyed have long term 

polic ies and plans to use their resources to support their long term 

com petitive strategy, they further indicated that the ro le of the 

m anagem ent com m ittee to the changing com petitive environment was to 

develop surviva l strategies and present the same to the general meeting for 

approval fo llowed by organizing constant education and training for 

m em bers on how to use new products.

The study reveals that many Saccos surveyed had undergone corporate 

restructuring com prising 75% in order to make the Sacco business relevant 

and com petitive in a liberalized environm ent. The restructuring p iocess 

fo llowed the m inistry of cooperative Developm ent c irculars in the same.

The study d iscovered that m ajority of the Saccos surveyed had changed 

their m arketing strategics in order to retain their m em bers from seeking the 

same services from the com m ercia l banks. Im plem entation of the marketing 

strategies was through introducing new products /services such as special 

loans, holiday loans e.tc com prising 40%.

The saccos have amended their bylaw s to include the vision and m ission of

the organization com parable 1o any other lim ited liability com pany. This
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represent a break from being governm ent contro lled institutions that receive 

continuous subsidy. Even though on a lim ited extent, the saccos have 

em braced the adoption of inform ation technology on realization that they 

cannot w ithstand com petition from the private sector and m ore im portantly 

because current business trend w orldw ide dem and the same.

The saccos hove also diversified their businesses such that instead of being 

lim ited to the savings and credit, they have invested in several other areas 

e.g starting Fosas. investm ent in real estate, transport business etc. this is 

encouraging because it is consistent with the current business trend 

worldw ide.

5.1.2. Challenges facing saccos in responding to environmental changes

Regarding Hie challenges facing Hie Sacco sub sector in Kenya In 

responding to environm ental changes. Ihe  s lu d y  found out that m ajority of 

the saccos surveyed had been affected by changes in the sacco subsector 

environm ent to o very high extent, hold ing of the AGM in four m onths after 

Ihe  end of Ihe financial year requirem ent tops the list followed by 

introduction of prudentia l / perform ance standards.

The study again revealed that challenges poised by the com petitive 

environm ent were felt by saccos to a very tiigh extent with Ihe  m ajor 

challenge being m em bership w ithdrawal fo llowed by com petition from 

international /private sector.

The saccos have not been ploughing back capita l for investm ent puiposes

w henever they make any surp luses in their businesses as everything is usually

paid out to the sam e m embers as dividends. The saccos therefore suffer from

inadequate capito l to facilitate adoption of inform ation technology.

restructuring and investm ent in non-core areas as perm itted by law. There is
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also the stringent government ru les or requirements for other investments that tend 

to slow the expansion or diversification rate of saccos.

Tho findings of the study further indicate that the saccos suffer from inaccessibility to 

external credit facilities as most commercial banks would w ish to lend them credit at 

higher interest rates compared to their internal interest rates. T h is  usually translates 

into loses to them when they go for such external credit facilities Even though the 

saccos are meant to be autonomous by law. the welfare nature of the institutions 

remains, th is makes it hard for the members to de-link the institution completely from 

the government. The  net effect of th is is  the slow pace of change of the business 

culture associated with the private sector worldwide.

5.1.3 Other find ings

It should be noted from the study that the milestones accrued to the saccos 

surveyed for the time they have been in operation is  being innovative and produce 

superior quality products and services followed by high levels of responsiveness to 

competition.

Tho study reveals that the government of Kenya has prioritized and attached the 

Sacco subsector to economic and social development as attested to by tho majority 

of tho saccos surveyed. Majority of the saccos surveyed also indicated that the 

reason the government has attached the Sacco sub sector to economic amt social 

developments is  to improve tho living standards of the people.

It should again bo noted from the study that among the functions of the 

commissioner for cooperative Development offered to Saccos, the most enjoyed 

function is  inspections, holding of inquiries whenever societies have
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problem s and disputes arb itration followed by Sacco policy form ulation and 

provision of guidelines on Sacco developm ent.

The study d iscovered that m ajority of the saccos surveyed had not made 

any changes in their inform ation technology com prising 71% w ith only 29% 

having changed their inform ation technology. The objective of changing 

their inform ation technology w as to atta in com petitive edge over other 

Saccos com prising 13%. The changes in the inform ation technology were 

effected In stages or phases com prising 27%.

The study notes that the objectives of inform ation technology changes have 

not been met to a large extent as m ajority of the saccos surveyed are still 

continuing w ith the process com prising 15% with only 12% having com pleted 

the process. The current status of Inform ation technology responses is on 

going.

The s lud y further d iscovered that m ajority of Saccos surveyed had 

experienced business culture change. The objective of culture change was 

to rea lign their Saccos business to the new vision and m ission com prising 50%. 

The study further Indicates that not m uch has been achieved concerning the 

objectives o f culture change com prising 46%.

The study revealed that Saccos are still continuing im plem enting these other 

responses com prising 44% w ith only 6% com plete. The study also discovered 

that 57%  of the Saccos surveyed consider their strategic responses to 

com petitive environm ent adequate w ith 62% of the Saccos surveyed 

indicating they have the capability to adopt the necessary aggressive 

strategies to m atch the external environm ent.



5.2 Recommendations
Given the im portance attached to the Sacco subsector as one of he most 

Important engines of grow th of the Kenyan econom y very precise policies 

must be adopted to push this sector forward. In so dong, the m uch needed 

capital will be accum ulated for investm ent. However, low  levels of 

inform ation technology change do no l argue w ell for this sector. There is 

need to ra ise the level of Inform ation technology change to support 

professionalism  in the sector. This translated into poor service delivery and 

lack of foresight In management.

This study has revealed that Saccos are still pre- occupied with operational 

issuance of loans a l the expense of strategic m atters. More often than not. 

organizations with this kind of orientation are caught unawares by changes 

w hich are fast pacing towards them. Sacco societies should take 

environm ental scanning very seriously in order to strengthen Iheir strategic 

posture. Th is calls for setting and revising short term objectives whenever new 

inform ation is available, they however, must no loose focus on Ihe overall 

strategy of the organization.

Introduction of new and d iversified products is w hat m akes a Sacco the first 

choice organization for m em bers. Besides savings and credit, new products 

such as Fosa. real estate investm ent should be introduced to give members 

an opportunity to enjoy what they would n o l ord inarily afford from the formal 

financial systems.

The Sacco subsector has been filling a gap that the form al financial system 

has scorned due lo  perceived uncredlt w orthiness which happen to be the 

m ajority among em ployees the Sacco sub sector targets. We conclude that 

the developm ent of Sacco societies is c losely intertw ined with the overall
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econom ic development o l the country and no effort should therefore be 

spared to ensure that the effects of liberalization of the sector are fumed into 

opportunities for growth and developm ent of this very vital subsector.

5.3 Limitations of the Study
The study w as restricted fo Nairobi province m ainly because of resources and 

time constra ints. Nairobi province being the capita l c ity of Kenya benefits 

im m ensely from  higher levels o f Sacco concentrations and average share 

capita l and m embership. These factors are likely to be different in  other 

provinces in Kenya: hence the conclusions might not necessarily be a 

applicable to rural Sacco societies.

Another lim itation of the study is that the sam ple that was considered for this 

study was a general sam ple i.e. it d id not stratify the Saccos in different 

sectors. Hence the results are also general i.e. no due consideration has 

been m ade of the unique features of the Sacco societies found in  different 

sectors of the society i.e. public sector, inform al sector, private sector etc.

The data used for the study was m ainly for the year 2007. In a few of the 

cases even the sum m aries for the year 2007 had not been concluded and In 

such cases we had to relv on the figures for 2006 com bined with some 

estim ation. In a highly dynam ic environm ent, the business value of such 

inform ation is likely to have deteriorated im m ensely and to use it for decision 

m aking m ight lead to some errors. It 's  a lso possible that new measures had 

been adopted in the year 2008 to cope with effects of liberalization. Such 

measures, if any, wore not illum inated in the data for end of 2007.

No com plex econom etric or business statistical m odels were attem pted in 

this study. This simplistic approach, a lthough gives results that are sim ple to 

interpret, ignores detailed cross analysis. It does not bring out d ea fly  the
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various com pensation o l m easures that, it adopted w ould  bring out optim al 

results.

5.4 Suggestions for Future Research
The current research lo cuse d  m a in ly  on Na irobi a rea . The reason being that it 

w a s m ost convenient fo r the re searcher and desp ite  the fact that Na irobi has 

high concentra tion o l Sa c co s in  the country, a researcher needs to be 

focused on other a reas to ensure  that com prehensive  find ings are found that 

w ou ld  a id po licy m akers in d e c isio n  m aking

Specific  stud ies should  be cond ucted  to co m e  up w ith sector -sp e c ific  

recom m end ations on responses of Saccos in  public, private, p a ra sta la l and 

NG O S sectors. S im ila r stud ies should  be conducted to im prove on Ih is w ork as 

lim e  passes by since the business environm ent is very dynam ic. Besides one 

hopes lo  access m ore current a nd  re levant data  on Ih is  im portant area

Lastly, m ore sophisticated sta tistica l and ecom etric  tools should  be utilized  to 

find  out the m inute  deta ils that m ight have esca ped  in this stud y d ue  lo  the 

sim p le  nature of the sta tistica l m ethod adopted for analysis.
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5.5 C onclus ions

The im portance of the Sacco subsector as a form idable institutional 

fram ework for resource m obilization and capita l formation in Kenya cannot 

be gainsaid. This paper therefore m akes both broad and specific 

conclusions.

To enhance the ability of the Sacco subsector to effectively respond to Ihe 

effects of the liberalization of the cooperative sector, the Saccos must take it 

upon them selves to constantly scan lire  environm ent to decipher political, 

social, econom ic and global business trends that im pact on Ihe way they 

conduct their operations. Th is should help to realign their Internal activities to 

be In tandem with strategic intension. Short term objectives should he  set 

and review ed whenever necessary to ensure that the organization does not 

lose sight o f the overa ll corporate strategy.

Sacco societies should operate as open system s constantly encouraging 

creativity and Innovation. This entails developm ent of new  products to take 

care of the changing needs, taste and preference of their members, it is 

gratifying to note that only 44% of Ihe  Saccos surveyed have adopted Fosa. 

There is still need to explore other possib le new  products besides Fosa.

To ensure effic iency In the Sacco subsector in the long run, Ihe Saccos should 

set up a regulatory body so that the governm ent m ay eventually cede most 

of its pow ers such us inspection, holding of inquiries and disputes arbitration 

to the new  body.

To  enhance the capability of Saccos to do other investm ents such as real 

estate, the Saccos must be encouraged to change their d ividend policy 

such that instead of paying all the surplus rea lized as d ividends as has been
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the cose, they should em brace capita l p loughing back policy to enable 

them build  capita l for other investm ents from  their interna l operations Instead 

of re lying on external credit facilities for the same.

Business trend world wide today require heavy investm ents in  inform ation 

technology to atta in superior quality products and services, it’s discouraging 

to note from  the survey that 71% of th'e Saccos surveyed had not changed 

their Inform ation technology due to inadequate capital, som e have not 

even com puterized their system s. Saccos must take it upon them selves that 

w ithout adequate investm ent in  inform ation technology, they w ill not be able 

to w ithstand com petition in  such a turbulent environm ent. The purpose of 

com petitive strategy Is to establish a profitable and sustainable position 

against the forces fhat determ ine industry com petition.
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APPENDICES
APPENDIX 1: LETTER  OF INTRODUCTION

Dear Respondent

I am a student pursuing a postgraduate degree at the School of Businnss, University 

of Nairobi, currently in research year. The title of my study Is  "Responses of Saccos 

based In Nairobi to changes In the external environment".

You have been selected to participate in this study as a categorical res|x indent in 

the SACCO sub sector because of your role in the strategic management activities.

I  lie  questionnaire attached a sks questions about your organizations strategic 

management practices, responses and organizational commitment to the changing 

SACCO sub sector environment. Your participation is  essential to this study and will 

enhance our knowledge of strategic management practices In relation to the 

res|>oiises to the ever-changing environment. I also w ish to inform you that the 

information you provide will only tie used for academic purposos and will lx* treated 

with strict confidentiality. If you would like, we can send to you the report of the 

findings on request My address is  provided below.

Thank you very much.

Opondo D ickens A m isi
Ministry of Co-operative Development & Marketing
P O B o x  40811-00100
NAIROBI
Te l. 0721-963446
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APPENDIX 2: QUESTIONNAIRE 

SECTION A: RESPONDENT'S PROFILE

I Nam e of the S a c c o ............................................

Num ber of years in  o p e ra tio n ..........................

1 M em bership of the S a c c o ................................

2 Designation...............................................................

3 Gender: Male □  Fem ale □

4 C ategory of the Sacco

(a) Private sector Sacco □

(b) Public sector Sacco □

(c) Informal sector Sacco □

5 How long have you been in the Sacco
0-2 years □

3-5 years □

6-8 yea is □

Over 8 years □  '
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SECTION B: CHALLENGES FACING THE SACCO SUB SECTOR IN KENYA

1. G iven som e of the cha ng es that have taken place, w ith in  the last 5 
years, in  the Sacco sub  secto r environm ent, to w hat extent have they 
affected your Sacco? (P lease tick)

Changes
*

If *SX i
o
z

•t II
Introduction of prudentiol/performonce standards

FOSA compliance standards or requirements

Operating within loan policy document requirement

Implementation o l the supervisory committee manuals

Signing of the wealth declaration requirements

Holding of the AGM in four months after the end of the 
financial year requirements
Securing appropriate risk management package for the 
society assets, deposits and management committee 
requirements

O thers (specify) ------ -------------- --- -------------

2. To w hat extent has yo ur Sa cco  experienced the fo llow ing cha llenges? 
(Please lick)
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Challenges i«

I I H
ig

h 
ex

ten
t

O
N 1

I

I I
Momoersr'.p withdrawal

Competition from intematlonol/prlvate sector

Unfavorable Government pofeies

lim itation In product Innovation capacity

Members perception of »he Sacco as o non going concern

O thers (specify)

3. W hat are som e of the m ilestones accrued to your Sacco for the lim e  it 

has been in operation? (Please tick)

(a) Innovativeness and sup erio r qua lity p roducts and services

(b) Responsiveness to the surround ing  environm ent

(c) High leve ls of com petitiveness

(d) C reation o f superior va lues

O thers (specify) ---------------------------------------------------------------------

n□□□
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4(i) Do you th ink the governm ent of Kenya has prio ritized and attached 

the Sacco sub sector to econom ic  and socia l developm ent? (Please tick)

Yes No

(ii) If yes. w hy do you th ink the governm ent of Kenya has prioritized and 

attached the Sacco sub  sector to eco no m ic  and socia l developm ent? 

Please com m ent.......... ............

4. W ith re fe rence to the functions o f fhe C om m issioner for C o operative 

D eve lopm ent und er the provisions of the C o-operative Soc ie ties Act 

(No. 12 of 1997), p lease g ive throe m ajor functions that your Sa c co  has 

en joyed.
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Function Tic k

Reg istration of new  C o-operative  Soc ieties and audited reports

Education and Tra in ing  to the C o-opera tive  Societies

Inspection, inquiries and d ispute  arb itra tion

Sacco policy form ulation and provision of g u id e lines on Sacco 

developm ent

C oord ination and regulation of specific  Sacco activ ities e.g. 

FOSA

O thers (please sp e c ify )--------

SEC TIO N C: RESPONSES

I .  Has your Sa cco  respond ed  to  the above environm ent changes?

(Please tick) 

Yes No

2. G iven the above cha ng es in the Sacco sub sector environm ent in 
Kenya, to w hat extent has your Sacco used  the fo llow ing tactics to 
rem a in  com petitive? (P lease tick)
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Strategy

V
e

ry
h

ig
h

 e
xt

e
n

t

H
ig

h
 e

xt
e

n
t

I
o
z

"11 —J

I
I i

M arket penetration strategy i.e. ne w  product 
e.g. FOSA.
N ew  m arket i.e. b reaking the com m on bond 
to a llo w  m em bersh ip  from  o the r institutions —
Product deve lopm ent stra tegy i.e. expanding 
the loan portfo lio
D iversification stra tegy e.g. Real Estate 
Investm ent

O thers (p lease specify)

3  (i) Do you have long term po lic ies and plan for using the resources of your 
Sacco to support its long  term com petitive  strategy? (Please tick)

Yes EH Nol I
(ii) W hat is the m ajor contribution of the m anagem ent com m it toe to the 
Changing com petitive  environm ent?

4 (a) Restructuring

(i) Has there been corpora te  restructuring  at your Sacco in the last 
5year$? (Please tick)

Yes EH No EH
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(ii) W ha t w e re  the o b je c tiv e s o f th e  re stru c tu rin g  p ro c e ss?

(iii) How  w as the process ot re struc tu ring  undertaken?

(iv) P lease ind icate the cha llenges that w ere faced by your Sacco during 
the restructuring

(v) To  w hat extent have the ob jectives for the restructuring  at your Sacco 
been met?

(vi) W hat is the current sta tus of the restructuring  exerc ise?

(b) M arketing

(i) Has th^re beer) changes in M arketing at yo ur Sa cco  in the last five years? 
(P lease tick)

Yes No
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(ii) W ha t w e re  the o b je c tiv e s o f the  M a rke tin g  c h a n g e s?

(iii) How  w ere  these changes effected?

(iv) P lease ind icate the cha lleng es la c e d  by your Sacco w hile  m aking these 
m arketing changes

(v) To  w hat extent have ob jectives of these m arketing changes been met?

(vi) W hat is the current sta tus of the m arketing responses by your Sacco to its 
cha ng ing  com petitive  situation?

(c) Info rm ation Techno logy (IT)

(i) Has there been cha ng es in Info rm ation Techno log y at your Sacco in  the 
last 5 years?

(Please tick)

Yes
No

(ii) W hat w ere the ob jectives of the IT changes?
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(iii) How  w ore those changes effected?

(iv) P lease ind icate the cha lleng es faced by yo ur Sa c co  w h ile  m aking these 
changes

(v) To  w hat extent have the ob jectives of these IT changes been mot?

(vi) W hat is the curront sta tus o f the IT responses by your Sacco to its 
chang ing  com petitive  situation?

(d) C ulture Change

(i) Has there been cha ng es in  the business cu lture  of your Sacco? {Please 
lick)

Yes

(ii) W hat w ere  the ob jectives o f these changes?

(iii) How  w ere  these changes effected?
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(iv) P lease  ind icate the cha lleng es faced by yo ur Sacco w hile  m aking these 
changes

(v) To  w hat extent have the o b jectives of the cu lture  changes been met?

(vi) W hat is the current sta tus ot the p rocess of the culture change at your 
Sacco?

(e) O ther Responses

(i) P lease state a ny other re sp o nse s that yo ur Sa c co  has m ade as a resu lt of 
the chang ing com petitive  situa tion  facing yo ur Sacco

(ii) Mow have these responses been effected?

(iii) Please ind icate the cha lleng es faced by yo ur Sacco w hile  develop ing 
a rid /o r im p lem enting  such responses.

(iv) To  w hat extent have the ob jectives of these responses been met?

(v j W hat Is the current sta tus of these responses by your Sacco to its 
chang ing  com petitive  situation?
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SEC TIO N  D: STRA TEG IC  F IT

In business p lanning, the stra teg ic  fit is an ind ication of how  w e ll a  c o m p a ny’s 
m ission and stra teg ies fit its in te rna l capabilities and its exte rna l environm ent. 
The strateg ic fit is m ore to d o  w ith ‘m atching resources and activ ities o f the 
com pa ny to the environm ent. Identify ing  opportun ities that exist and 
position ing the organization to exp lo it Ihom .

(i) Do you consid e r yo ur Sa c c o ’s stra teg ic  responses to com petition 
adequate?

(Please lick)

(ii) In your assessm ent, does your Sacco curre ntly  possess the necessary 
capab ility to adopt aggressive  strateg ies to m atch the externa l 
environm ent?

(iii) G enera lly, w h a l aro som e of the cha lleng es facing your Sa c co  a s an 
independent entity operating  in  Kenya in respond ing  to i ls  ever chang ing 
environm ent?

Yes No
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