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ABSTRACT

Environment has been characterized as complex,nadgnanulti-facet and having far
reaching impact on organizations that operate withti As a result of these
characteristics, the environment is composed obuarfactors, events, conditions and
influences which interact with each other to createentirely new set of influences
leading to constant environmental change. A funddatechange is occurring in the
world economy whereby the world economies are wgimgy the forces of globalization
and liberalization of trade. This study is a casels It seeks to achieve the objectives of
the study, which were to establish the strateggpoases adapted by Kenya Women
Finance Trust to the environmental changes andtebksh the challenges KWFT faces
in responding to the environmental changes. Thaystised both primary and secondary
data. Primary data was collected through an int&rvguide. The data collection
instrument was the interview guide. Secondary dess in form of the company’s
strategic plan and annual financial reports. Thedytfound from the majority
respondents that there had been major changeswitbioperating environment for the
last ten years, it was further found from the sttidgt the changes which had major
impact in their operation were; environmental clemgtechnological changes,
political/legal changes, demographic changes, eoamchanges, customers’ tastes and
preferences changes and competition from rival @mgs. It was further revealed by the
study that the finance, operations, human resowcgpmer care and the IT operations
were the areas of operations and management whicgloemental change had affected
most. From the study customers affected and infleérthe operations of the company
through requiring competitive service that couldeinneir needs. The study also found
that due to environmental change the company ogebrat high cost due to the rising
inflation in the global world and there was therefthe need of the company to minimize
costs. It was observed that changes in politicdllagal landscape affects the operation
of the company and this forces the business toabpeat higher cost due to inflation and
new laws that guides the business. It is conclutlatd major transformation within the
organisation, adopting modern technology, produdter@ntiation, advertisement,
performance culture, strategic locations, staffintrg and development and the
introduction of staff incentives for innovationeastrategies adopted by the company in
response to competition. From the findings anddbweclusions, the company has also
been facing challenges such as competition, higiradipnal costs, high cost of funds,
scarce resources, threat to institutional ident#igff poaching by competitors and
resistance to change by staffs while respondingetwironmental changes. The
organization has been militating against theselehgés. The study recommended that
there should be continuous adoption of variousteggias in order to counter various
changes in the external environment, its furtheomemend that the company should
train its staff, establish a strategy departmend @omputerize its departments to
modernize its operations and cut costs.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

Organizations exist in a complex commercial, ecaopniegal, demographic,
technological, political, cultural and social emriment. This environment is not static
but is under constant change which affects therazgtons that operates within it. All
organizations are dependent on the environmenthfgr survival. Pfeffer and Salancik
(1978) argue that the environment provides the fiith resources and a market for its

output.

The organizations’ dependence on the environmetatéis how an organization behaves
in order to militate against constraints or utilizgportunities presented by the
environment. Organizations may either try to chatigeenvironment or fit into it. In an
effort to fit or change the environment, firms haeenbarked on restructuring,
reengineering, quality programs, building alliancegergers and acquisitions, strategic
redirection, downsizing and culture change. Somthede organizations have undertaken
their transformation efforts quite successfullyl(ldnd Jones, 2001). Other organizations
have experienced disappointing results with nevategies not well implemented,
acquisitions that have not achieved expected siggrgeengineering and downsizing

that have largely failed and quality programs treate not delivered the hope for results.

Environmental changes create challenges, risksoppdrtunities for every organization.
Managers must remain alert to their internal angreal environments, sensing changes

or shifts, reacting and adapting quickly and imagirely. They must forecast and plan



for the changes they suspect will come and the gdsmthey wish to initiate. Staying in
touch with the environment requires managers toitooevents and trends that develop
outside their specific areas of influence. The sreauld be other departments or
divisions within the organization, competition, aomy and other forces that can

influence their systems or subsystems (Porter, Y1985

To survive in a dynamic and highly competitive mesis environment, different
organizations have had to engage various strateBemrce and Robinson (2005) note
that there is need to adopt new strategies thatmthe challenges from the environment.
Ansoff and McDonnell (1990) asserts that the mamegg system used by a firm is a
determining component of the firm’s responsivertessnvironmental changes because it
determines the way that management perceives tieoement, diagnosis their impact

on the firm, decides what to do and implementsitgsions.

There are various challenges facing firms in therafinance industry in Kenya. This is a
result of many changes that are taking place initideistry. These changes include
legislation, price wars, new entries, complexity ioteraction cycles and market
concentration. To enhance survival in the micrafc&industry, firms are expected to

adequately respond to these changes.

1.1.1 Environmental Dependence

Organizations are influenced by both internal artkr@al environments. According to

Phinkett, Raymond, and Gemmy (2008) internal emwivents include employee



characteristics, leadership, social interactiors @rture or formal structure. But how an
organization behaves is mostly influenced by thereal environment. All organizations
find themselves dependent in varying degrees, aneselements in their external
environment. Pfeffer and Salancik (1978) argué¢ dependence is usually based on the
external environments’ control of resources whioh drganization needs. Such resources
include land, labour, capital, information or specproducts or services. Pfeffer and
Salancik (1978) further argue that resource depwwleheory demonstrates how the
dependence of an organization on external resouatksts the behavior of the

organization.

The resource dependence theory has implicationdhemptimal divisional structure of

the organization, recruitment of board members amgloyees, production strategies,
contract structure, external organizational linkg aany other aspects of organizational
strategy. According to Pfeffer and Salancik (1978, environment which contains other
organizations originates resources that an orghoizaneeds. The resources one
organization needs are often in the hands of anaitganization. The resources are a
basis of power and therefore forces organizatibas d@re legally independent to depend

on each other. Customers are the ultimate resdbat@rganizations depend on.

Shareholders greatly influence the decisions takgnan organization’s executive
management. This is because their expectations teedd met. Shareholders expect
highest possible return on their investment andefbee decisions on strategy by the top

management of an organization must be geared tewdetlvering this expectation.



Suppliers and partners greatly influence stratefgicisions in an organization as they
expect business continuity and prompt settlemenhaif accounts. Competitors too help
an organization to come up with strategies thatguérantee an organization competitive
advantage. Economic forces such as taxes, wage pates, interest rates, personal
spending and saving, inflation and state of genemmnomy has great influence on
organizations strategy to ensure survival. Legditipal forces shape the executive’s
decisions in an organization. Social cultural valsach as ethnicity, culture, beliefs and
attitudes cannot be ignored when taking seriousisi#s in an organization.

Technological forces such as information technologynpetitiveness and quality has
great influence on decisions taken by an orgammatn its survival. Natural forces such
as weather, climate and geology can greatly inffeemanagement decisions (Phinkett,

Raymond and Gemmy, 2008).

According to Johnson and Scholes (2002), dealindy whe environment is difficult
because of three factors. First is the diversitythe different influences that affect a
business. Identifying the environmental influenogsy be possible but it may not be of
much use because no overall picture emerges ofetlley important influences on the
organization. The degree of importance of the erflte or resource to the organization is
critical for the organization to prioritize on igtions. Some elements may have some
legal authority. The second difficulty is the speddhange. Managers typically feel that
the pace of technological change and the speebtbbélgcommunications mean more and
faster changes than ever before. Third is the proldf complexity. If the dependencies

are some size, they may pose a threat to the aa#@m’s survival and autonomy. It is



important to understand the environment which ithheable and oriented towards the

future.

To ensure survival and success, firms need to dpvepability to manage threats and
exploit emerging opportunities promptly. This regsi formulation of success strategies
that constantly match capabilities to environmergguirements. Success therefore calls
for proactive approach to business (Pearce andnBobj 2003). The environment
continuously changes and organizations have to ke with these changes for
survival. However, to avoid having to cater for tesires of those they are dependent
upon, risk their organization’s demise, accomplisir goals and obtain discretion in

setting goals, management must actively managedktgrnal dependence.

1.1.2 Strategic Responses

Strategic response is the set of decisions andrecthat result in the formalization and
implementation of plans designed to achieve a 8robjectives (Pearce and Robinson,
2005). According to Ansoff and McDonnell (1990), ig through strategic response
management that a firm will be able to position aeldte itself to the environment to

ensure its continued success and also secure fitsgif surprises brought about by the

changing environment.

The survival and success of an organization ocedmsn the organization creates and
maintains a match between its strategy and the@mwvient and also between its internal

capability and its strategy (Grant, 2000). Compsanmeust continuously adapt their



operations to the constantly changing environmemrder to succeed in business. Since
the last quarter of the century to date severahgbs have taken place in world
economies. In order to survive organizations ndeategies that are focused on their
activities and deal with the emerging environmewtallenges accordingly. Therefore,
strategic response is a reaction to what is hapgem the economic environment of

organizations.

According to Ansoff and McDonnell (1990) the firmasito learn how to adopt and
reorient itself to the changing environment. Mostportantly, when a discontinuity
begins to affect a firm in a turbulent environmdated with variety of pressures of new
challenges brought about by globalization and tridskralization, its impact, typically
remains hidden within the normal fluctuations inrfpenmance. They further note that
responses involve changes in the firm's strategehabiors to assure success in

transforming future environment.

1.1.3 The Microfinance I ndustry

Microfinance worldwide has targeted the unbanked #ww income populations.
According to the Consultative Group to Assist tlewiP(CGAP), a unit of World Bank
that is dedicated to microfinance, microfinancelefined as the supply of loans, savings
and other basic financial services to the loweome individuals and groups who would
not ordinarily be targeted by regular banks. Thetagewas initially dominated by non-
profit, non-governmental organizations, who soughtuse microfinance to eliminate

poverty. The "Grameen” model was the key innowatin the sector and gave impetus



to the growth of the group based lending targelovg income women borrowers. The
Grameen model is named after the Grameen Bankoree@i microfinance institution
started in 1976 in Bangladesh providing credit ®e/to low income women borrowers.
The model which has been replicated by microfinansgtutions around the world has
proven to be highly successful especially in dewelg countries. This has led to
increased commercialization of microfinance insimios. Some institutions have
transformed into fully fledged banks while otheravé transformed into financially
sustainable microfinance institutions focusing @mding to the small and medium

enterprises.

Microfinance organizations are always faced witk thlemma of either to pursue a
social or a profit driven mission. But the urgeststainably provide their services to their
clients as well as give a reasonable return onstnvent to the investors affects their
strategies. The emergence of more innovative ptsdand services, government
regulation of the microfinance institutions and grefitability potential of the sector has
attracted more investors thereby enhancing greapettion. Today, profit microfinance
is becoming an emerging business. Banks of alssare actively entering this sector and
developing different models of microfinance. Dat&lshed by Consultative Group to
Assist the Poor (CGAP), shows that the amountalfa funds invested in microfinance
in 2004 reached approximately US$ 6.4billion andrhyehalf of that came from the
private sector. According to microcredit summit q@aagn 2011, the number of

borrowers served by microfinance institutions reeched 190 million globally.



In Kenya, the microfinance industry has seen tratoes growth and resilience. The
Kenyan government and Central Bank of Kenya has bagphasizing financial access as
key to modernizing economy. Innovative products aedvices by the microfinance
organizations and progressive government policessseen Kenya’'s microfinance sector
as one of the most developed in Sub-sahara Affiba. most notable developments are
the passing of the microfinance act 2006, succkssfbile banking especially ‘m-pesa’,
the passing of the finance act 2010 allowing foerdgbanking and effective credit
bureaus throughout the country. The ability to ream low financial and operational
expenses ratios has made Kenyan microfinance fairbfitable thus attracting the
confidence of many international lenders and imwasstThe Central Bank of Kenya
recognizes thirty four microfinance institutionstviUS$1.1billions as loans, US$2.1
billions as deposits, 1.1 million borrowers and éillion depositors as at December

2011.

1.1.4 Kenya Women Finance Trust Limited

Women Lawyers, Bankers, Financial Experts, Entregues, Managers and Trainers got
together in 1981. Their vision was to set up arfaial Institution devoted to addressing
solely financial needs of women. In fact, their@fie objectives were to set up a woman
serving, woman led bank. KWFT was established twide access to financial services
to women entrepreneurs to enable them to improsie #itonomic status and livelihoods.
Since its inception over 32 years ago, KWFT hasnri® be one of the most successful
microfinance institutions in the country, with thergest network of offices providing

deep penetration into rural and urban areas of &eKYWFT enjoys a unique status in



financial services as the only financial instituti@ focus solely on women clients. It has
created a portfolio of products and services foduse meeting the needs of women
entrepreneurs. KWFT’s success is based on the mémgthat women are a key niche
market that has significantly lower levels of ascés financial services than the rest of

the general population.

Kenya Women Finance Trust has grown from small lo@ggs in 1981 into an
Institution with 500,000 customers and 221 office&enya’s forty seven counties as at
December 2011. The institution had total assetssbf 17 billion, total outstanding loan
portfolio of Ksh 11 billion and total customer dege of Ksh 11billion as at December
2011. KWFT’s number of staffs has also grown wihh tnstitution from six in 1992 to

two thousands staff in 2011.

The institution was licensed by the Central Banlkehya under the microfinance act of
2006 in the year 2010 to offer deposit taking smsi From that time it has been opening
banking branches throughout the country in an efforoffer banking services to its
clientele. Prior to this, KWFT was offering groupsed small loans to women organized
in groups of twenty members who would guaranteé& edleer because of lack of ability
to raise conventional collateral. Around the ye@®%2 KWFT started experiencing stiff

competition from banking institutions and new entsanto the microfinance industry.

To ensure its survival, KWFT began its transforomagprocess. It took five years for the

institution to align its structure and resourcesh® requirements of the Central bank of



Kenya and transform into a deposit taking micraficea (DTM) in the year 2010. This
transformation into a DTM and the subsequent sugiervby the Central Bank of Kenya
has forced the institution to invest heavily in ramresource to train its staff in banking.
Increased volume of business and competition assaltr of incorporating banking
products has also forced the institution to invesdistantially in information technology,

research & product development and marketing.

1.2 Resear ch Problem

Strategic response is a reaction to what is hapgem the economic environment of
organizations. Porter (1998) views strategic respsras part of a planning process that
coordinates strategic goals with those of the lamganization. With the increasing
changes that organizations are confronting eveyy slastainable benefits will go to those
who can anticipate what consumers want by contiglyogscanning the environment and
giving to the consumer the greatest value withvibe that as the operating environment

changes, a more pronounced change in the businkssnerge (Ansoff, 1980).

Organizations are environment dependent and envieoh serving. These organizations
are expected to respond to relevant environmeritahges to survive. Firms in the
microfinance industry have experienced tremenddusnge in the recent past. The
changes have been triggered by legislation thatimed) supervision and regulation of
certain categories of microfinance institutions®gntral Bank of Kenya, new entrants,
introduction of new technologies of product devehgmt, differentiation of products,

segmenting and targeting of customers more andowepr customer services. This has
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forced microfinance institutions to re-brand, tfans into deposit taking institutions as
well as embark on expansion programmes. The CeBtaak of Kenya regulation and
success of some microfinance firms such as Kenym#&voFinance Trust has seen more
banks and new investors focus more on the microfi@asector with commercial banks
starting the microcredit departments in their bhmsc to serve small and micro

enterprises.

Various studies indicate that organizations havenbéaced with ever changing
environment and have been adopting various stedegi remain afloat. Kandie (2001)
studied the strategic response of Telkom Kenya¢orapetitive environment and found
that financial constraints and lack of managempewerment has limited the capability
to respond to the environmental changes. Isabdigl{2nvestigated the responses of the
oil companies in Kenya to the threats of the newragms. Responses included a
combination of generic strategies and lobbyingafdevel playing ground. Kombo (1997)
found that as a result of the ongoing economicrne$p firms in the motor industry
adjusted their variables substantially so as tosigerin a competitive environment.
Further, Muchui (2006) did a study on the challengkmanaging change after transition

of ownership in the case of Celtel but did not catsestrategic responses to competition.

From the above studies, it is evident that firmskKianya have been experiencing
challenges as a result of changes taking placeinwttieir organizations and external
environments. Though the studies attempted to igighithe changes the firms were

going through and their efforts to survive, thepasses differed across the firms.
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Similarly, the microfinance industry in Kenya hagperienced tremendous changes in the
last decade. Microfinance institutions such as kewjomen Finance Trust are expected
to respond to these changes in order to survitedarever changing environment. What
are the strategic responses that Kenya Women Fendngst has adopted to counter

environmental changes?

1.3 Resear ch Objectives

This study has two objectives. These are:
i.  Establish the strategic responses adopted by Kéfymen Finance Trust to the
environmental changes.
i. To establish the challenges KWFT faces in respanda the environmental

changes.

1.4 Value of the Study

The results will contribute to a better understagdon how strategy can be effectively
employed as a base for realizing competitive adagmt The managers of KWFT will
gain a deeper understanding of the company’s apgranvironment from this study;
this will assist in making progress on managemémsues and their solutions. It would
help to sensitize the management on the importahs&ategic response and raise their

awareness of the concept.

Other companies will gain from the documentatiod analysis of the response strategies

and this will help them evaluate their current t&tgy and plan for the future. Policy

12



makers in other microfinance companies will benkeéitn the issues and insights raised
in the study that are important in developing sgat response framework for their

organizations.

The study will add to the existing body of knowledmn the concept of strategic response
to benefit academicians and aid further researchthen concept. It would form a
fundamental base upon which further researcheghetéield would be based as it would

act as both reading and secondary source matersaich cases.

The Association of Microfinance Institutions of Ken(AMFI) would use the findings to
advise its members on the best practices on sitategnagement of microfinance
institutions. On the other hand, the Central BahKenya would use the study to help
formulate policies on microfinance that would stlata growth of the industry to
enhance greater financial inclusion of the low meoearners. This would spur Kenya’'s

economic growth.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter presents a review of the relatedalitee on the subject under study
presented by various researchers, scholars, amnagst authors. The contents under this
chapter include theoretical framework, the concefpistrategy, organization and the

environment and strategic response to the enviratahehanges.

2.2 Theoretical Framework

This project is based on the framework of Resodeg@ndence theory (RDT). Resource
dependence theory is the study of how organizataeyend on the environment for
resources. The theory examines how organizationsageatheir dependence on other
organizations in their environment. The theory asyuhat organizations will try to
minimize their dependence on other organizationgtguring that they depend less on
resources held by other organizations, on the dtlaed they try to maximize other
organizations’ dependence on them by ensuring #@reyholding resources that are
needed by other organizations. The theory focuseBowv organizations try to manage
power relations internally and externally and thexivironments. The key proponents of
this theory were Pfeffer and Salancik (1978) whthigir book ” The external Control of
organizations” demonstrated how this theory hagdagsive influence on management.
Research on the bases of power within organizatiegan as early as Weber (1947) and
included much of the early work conducted by soelthange theorists and political
scientists. Generalizations of power based argusrieom intra-organizational relations

to relations between organizations began as ear8e&znick (1949).
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RDT is consistent with ecological and institutiortheories of organizations where
organizations are seen as persistent structuresief under constant reinterpretation and
negotiation, interacting with an indeterminate eonment of turbulence and a multitude
of competing interests. The understanding of theoty is of importance and related to

understanding the responses adopted by organigabenvironmental changes.

According to Phinkett, Raymond, and Gemmy (2008) tenvironment contains
customers, suppliers, shareholders, labour, othrganizations, legal/political and
economic factors with which organizations interaeiiti. How organizations manage the
relationship with these factors greatly influenoegnagement decisions. Customers are
the greatest resource that organizations get frioen environment and products and
services are the greatest resources that orgamzatiffer to the environment. Strategic
responses by organizations are therefore basedown dnganizations manage their

relationship with the environment.

2.3 Concept of Strategy

Johnson and Scholes (2002) defines strategy afirdation and scope of an organization
over the long-term which achieves advantage for trganization through its
configuration of resources within a changing enwinent and fulfills stakeholders’
expectations. Strategy is certainly applicable wtheeats emanate from the more general
environment, strategy analysts earn their stripesrcumstances in which rivals contest

head to head. This is the fertile ground of stratdge point-counterpoint of market

15



competition. Strategy is about competition andrtiteans by which an organization tries

to gain a competitive advantage (Porter, 1998).

Porter (1998) further describes a category schemnsisting of three general types of
strategies that are commonly used by businessesimidifies the scheme to the three
best strategies as cost leadership, differentiateomd market segmentation. Market
segmentation is narrow in scope while both costldeship and differentiation are
relatively broad in market scope. If a firm wamsrémain vibrant and successful in the
long run, it must make impact assessment of thereak environment, especially such
relevant groups as customers, competitors, consynsmppliers, creditors and the
government. These groups have an impact on thenizajeon’s operations success,

productivity, customer satisfaction and competstoength.

Hill and Jones (2001) argue that by planning, agaoization is able to identify the
problems and plan how to solve them by using appatgp strategies. In the strategic
decision making process of organizations, theretlaree levels of strategy under the
strategic responses namely, corporate level siyrat@ysiness level strategy, and

operational level strategy.

Corporate level strategy principally focuses on ¢fffectiveness of the organization. It
encompasses the overall scope and purpose of gaairation, overall business domain,
corporate resource allocation and value additiotméodifferent parts of the organization.

The corporate level strategy consists of the omgiun’s vision, mission, values, ethics

16



and social responsibilities. Business level sthatBgguses on competition with other
businesses in the market and how the organizatsiregéegic business unit will achieve
competitive advantage. Operational level strategy$es on how the various functional
areas contribute to achieving business and compostitegies. It focuses more on

organizational processes and efficiency (Hill aodek, 2001).

A strategy involves defining the business, statiisgmission and forming a strategic
vision. It also includes analyzing internal andeemtl environments, setting measurable
objectives and crafting ways of achieving thoseeotiyes. Implementation and

execution plans are critical to any strategy. Thratesgy must have a mechanism of
evaluating performance, reviewing new developmeatsd initiating corrective

adjustments. Strategy is valuable to an organiaaliecause it helps the organization
achieve long term goals. It also helps an orgaimzatake decisions on resource
allocation to help achieve its goals. Strategy $iedm organization survive, have a

competitive advantage over its rivals and achiéeeeixpectations of its stakeholders.

2.4 Organizations and the Environment

The general environment is composed of elemerttseilbroader society that influence an
industry and the firms within it. Firms cannot ditlg control the general environment’s

segments and elements. Accordingly, successful aomag gather the types and amounts
of data and information that are required to undes each segment and its implications

so that appropriate strategies can be selectedsadi(Porter, 1985).
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The operating environment is largely uncontrollabled very wide in scope. This is
significant to an organization because changesdhtoby the external environment are
uncontrollable and require to be responded to wtiserthe organization will experience a
strategic misfit and success will be difficult. Tiseiccess of every organization is

therefore determined by its responsiveness tortkig@ment.

An organization’s dependence on the environmebeg& demonstrated by the Resource
dependence theory (RDT). The theory is the stddyow an organization’s behavior is
influenced by its external resources. The extemesburces have an impact on an
organization’s both strategic and tactical manageméccording to the theory,

organizations depend on resources which origimata the organization’s environment.

The environment contains other organizations thay rhe controlling the resources
needed by the organization. Independent organizatfond themselves depending on
each other for resources in an attempt to incréase power inherent in the resources.
Organizations will attempt to control their depencke relationship by either minimizing

their own dependence or by increasing the deperdehother organizations on them.
The theory propagates the view that organizatioegarsistent structures of order under
constant reinterpretation and negotiation, inténgctvith an indeterminate environment

of turbulence and competing interests (Pfeffer &athncik, 1978).

Ansoff and McDonnell (1990) argued that businessigi are in a constant two way

interaction with the environment. They receive asoatment of resources from the
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environment and after a transformation, deliventhmack to the environment in the form
of goods and services. The connection of the eatemvironment and the organization is
that of input — throughput — output process wherpuis are received from the
environment and released back into the same emagan after being processed by the
organization. What is released back can only beswmed if it fits the environment

requirements and needs (Porter, 1985).

Firms are environment dependent in that they obtgiats such as capital, raw materials
and human resources from it and discharge thepubsiin form of products and services
into the environment. External factors influencéra’s choice of direction and action.
The external environment comprises all conditidmst effect a firm’s strategic options
but are typically beyond its control (Pearce andbiBan, 2005). Changes in
environmental conditions shape a firm’'s opportesitiand challenges. A new

environment necessitates the formulation of neatefyy best suited to cope with change.

According to Ansoff and McDonnell (1990) turbulesrtvironments are characterized by
unfamiliar rapid and unpredictable events. Thesenty dictate the decisions of the
organizations’ senior management. The events ineimdronment therefore greatly
influence strategic decisions in an organization.oéganization’s strategy will therefore
be reactive or proactive to certain happeningsénenvironment that have either affected

or are anticipated to affect the survival of thgaorization.
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2.5 Strategic Responses to Environmental Changes

Strategic responses are concerned with decisiothsaetions meant to achieve business
objectives and purpose. Strategic responses irhplythe entity has the ability to change
according to its needs. Survival and success ofomganization occurs when the

organization creates and maintains a match betwgsitrategy and the environment and

also between its internal capability and its sgatéGrant, 2000).

Strategic responses require organizations to chaihgé strategy to match the
environment and also to redesign their internalabdipy to match this strategy. If an
organization’s strategy is not matched to its emvinent, then a strategy gap arises.
These among other challenges demand that the Conajgkapt some strategic responses

to counter these changes.

Ansoff (1980) asserts that when a firm fails topm®l to a threat, the losses that results
continue to accumulate. The strategic responseepsocs initiated once the rational
trigger point is reached. This is the point at isheccumulated data shows that there is
serious decline in performance which cannot be reeek and that special counter
measures are required. Reactive managementsodctire start of the response is
delayed past the trigger point. The start of respas delayed past the rational trigger
point due to four factors; systems delay, verifamat delay, political delay and
unfamiliarity delay (Ansoff and McDonnell, 1990).0Tbe able to retain competitive
advantage, organizations need to examine their@mwient both external and internal

and respond accordingly (Porter, 1985).
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2.5.1 Planned Strategic Responses

Planned strategic responses roots are in the afdagge-scale business operations and it
can be defined as the fit between an organizatohits environment. It is about winning
(Grant, 2000) and helps by giving coherence andction to both individuals and
organizations by specifying the resources that rappiired to achieve an objective.
Planned strategic responses apply when an orgamzatakes deliberate decisions on

the future direction of the organization.

Johnson and Scholes (2002) point out that plantrategic response is the direction and
scope of an organization over the long term whidhieves advantage for the
organization through its configuration of resouregthin a changing environment to
meet the needs of markets and to fulfill stakehsidexpectations. Strategic response
planning is thus the process adopted in identifymgstrategy that best matches

organizational capability with the environment.

2.5.2 Decisive Strategic Responses

Organizations may apply decisive strategic resppnsechanging environment through
making dynamic moves to mitigate the consequendethe environmental changes.
Ansoff and McDonnell (1990) noted that decisivatggic responses involve changes in
the firm’s strategic behaviors to assure successransforming future environment.
Pearce (1997) defined decisive strategic respamsése set of decisions and actions that
result in the formalization and implementation d¢&ans designed to achieve a firm’s

objectives.
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Pearce (1997) states that knowledge of the underlgources of competitive pressure
provides the grounds work for strategic agendactiba. The highlight of the critical

strengths and weaknesses of the company, animaeositioning of the company in its

industry, clarify the areas of strategic changes mway yield the greatest payoff. Porter
(1998) argues that developing competitive strategmwolves development of a broad
formula for how a firm is going to compete and deoof the goals and policies or tactics
necessary for achieving the goals. Decisive stiategsponses includes actions or
attempts by a firm to attract customers, retaimtheithstand competitive pressures and

strengthen its market positions and is aimed atiggicompetitive advantage.

2.5.3 Reactive Strategic Responses

Firms need to develop capabilities to manage thraatl exploit emerging opportunities.
Pearce and Robison (2005) point out that this dallsa proactive approach to business
and the formulation of strategies that constanthtain capabilities to the environment.
Reactive strategic response is when a firm is dlowespond to its environment and
change is only undertaken when management is foiwdadke rearguard action. The
environment in an industry has great influencer@ngrowth, survival and profitability of

firms. To survive and prosper in an industry, aafinust meet two criteria; first, it must

supply what customers want, secondly it must sertiie competition.

Competition greatly shapes a firm’s reactive sgateesponse. Porter (1998) is of the

view that it is very necessary for firms to undanst the underlying sources of
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competitive pressure in its industry in order tonfalate appropriate strategies and
respond to competitive forces. Though a firm matyigoore competition and must keep
adopting strategic responses reactive to competitiavould be important to note that a
firm cannot entirely keep catching up with compefit This requires the firm to relook

at its long term strategies.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter sets out various stages and phasesvéna followed in completing the
study. It involves a blueprint for the collectiongasurement and analysis of data. This
section therefore, identifies the procedures arthrigues that were used in the
collection, processing and analysis of data. Spadiy the following subsections are

included; research design, data collection metlandisdata analysis.

3.2 Resear ch Design

This was a case study aimed at getting detailedrnmdtion regarding the strategic
responses to environmental changes by KWFT. Acogrth Yin (1994), a case study
allows an investigation to retain the holistic ameéaningful characteristics of real life
events. Kothari, (2004) noted that a case studylwes a careful and complete
observation of social units. It is a method of gtuddepth rather than breadth and places
more emphasis on the full analysis of a limited bamof events or conditions and other

interrelations. Primarily data collected from swacktudy is more reliable and up to date.

Strategic responses adopted by Kenya Women FinEmise were the subject of enquiry.
According to data published by CGAP in 2011, Keklyamen Finance Trust commands
67% of the microfinance business in Kenya. Theeefarholistic study on strategic
responses adopted by Kenya Women Finance Trustilluithinate and explicate the
various strategic responses adopted by the mienod@ firms in Kenya as a result of

environmental changes.
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3.3 Data Collection

The researcher used both primary and secondary Bataary data was collected using
in depth interview guide while secondary data walected by use of desk search
techniques from published reports and other doctsn&econdary data sources on the
response strategies to external environment induthee company's publications,

journals, periodicals and information obtained frtma internet.

An interview guide personally administered by theearcher was used as guide during
data collection. The interviews involved the intewer asking questions to one

respondent in a face to face situation. The respatisdof this study were the heads of
departments since they are well versed with thporese strategies adopted by KWFT to

counter the challenges associated with the charemmgonment.

The interview guide that was used to collect pryndata consisted of open-ended
guestions. The open-ended questions enabled tearober to collect qualitative data.
These were used in order to gain a better undelisigiand possibly enable a better and
more insightful interpretation of the results fréne study. The interview guide designed
in this study comprised of two sections. The fipsirt includes the demographic and
operational characteristics designed to determimeddmental issues including the
demographic characteristics of the intervieweese Flcond part is devoted to the
identification of the strategic responses to chaggnvironment where the main issues

of the study are put into focus.
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3.4 Data Analysis

Content analysis was employed. Content analysdefsied as a technique of making
inferences by systematically and objectively idgmig specific characteristics of
messages and using the same to relate to trengsovtdes the researcher with a

gualitative picture of the respondent’s concerdsas, attitudes and feelings.

The content analysis was used to analyse the iateees’ views about the strategic
responses to the changing environment in KWFT ladhifThe data was then presented in
a continuous prose as a qualitative report on thetegjic responses to the changing

environment in KWFT.

26



CHAPTER FOUR: DATAANALYSIS, RESULTSAND DISCUSSION

4.1 Introduction

This chapter presents analysis and results of thdysas set out in the research
methodology. The study findings are presented tabésh the response strategies
adopted by KWFT to counter the challenges assatwaith the changing environment.
Both primary and secondary data were availablan&wy data was gathered using the
interview guide as the research instrument. Therwigw guide was designed in line with
the objectives of the study. Secondary data wasaia inform of a strategic plan for

five years for the period between the year 2012281 and annual financial reports.

4.2 Strategic Responses Adopted by Kenya Women Finance Trust
Limited

The study found Kenya women finance to have a foatmategic plan that spans a period
of five years. The strategic plan has provisions ddjustments as the environment
dictates. The majority of the respondents indicdited the organization has a department
that coordinates strategic responses in the orgaoiz The marketing department is the
one that coordinates strategic responses throuiffiergyag of the market intelligence and
consolidating the views of the various departmenltss is supervised by the managing

director.

On whether KWFT’s mission and structure have chdrigehe last 10 years, the study

found out that KWFT’'s mission and structure havanged two times in the last 10
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years. The study therefore indicates that Kenya &ofimance Trust has been adopting

various strategic responses to survive as discussed.

4.2.1 Transformation Strategy

The study found that KWFT transformed into a dejptaiing microfinance in the year
2010. Before this time KWFT had witnessed a deciinés clientele and profitability
due to increased poaching of its staffs and cllerttg new microfinance companies and
mainstream banks. The KWFT products were alsodithés it offered group based loans
only. The company has continuously been alignisgsiructure and products to its

transformed status of a deposit taking microfinansétution.

Following the decline in performance and threatsmfrcompetition, the company
overhauled its vision, mission, its values andittsitutional structure. This enabled the
company to come up with new departments such ad tEpartments, operations and

administration which were not there before.

In order to respond to legal/ political changeg, $tudy sought to know what strategies
have been put in place to achieve the approprisages; from the finding of the study it
was found that, adoption of the new laws in tharmss was the strategy put in place to
achieve the appropriate changes. The establishiwiest legal department has also

enabled the organization to align its operationsaw legal requirements.
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These adjustments have included creation of newtipas and products. The new
positions include the Head of Credit, Credit mama@perations Director and products
manager. The new products include voluntary savimgglucts and innovative loan
products relevant to women clientele. Staffs arstinaously trained to embrace new

processes and products.

4.2.2 Innovations Strategy

The study found that the institution has a framéwander the Human Resource
Department to offer incentives to staffs that coupe with innovative ideas on new
products and processes. Such staffs are offeredrdevto encourage new products and
services that are competitive and also new prosetbsd improve efficiency and lower
operating costs. This strategy also encouragesti@teof gifted staffs that forms the

basis of the institution’s performance culture.

The institution encourages every staff to give ope/ idea every year. These ideas are
evaluated by the marketing department, Researché&ldement section. The best idea is
rewarded and with the necessary input by the raledepartments, is piloted and

eventually implemented.

4.2.3 Staff Training and Development Strategy

From the study, the organization has a clear framg on orientation of new staffs.

Seminars are organized to train staffs on the jgsliand procedures of the organization.
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On-the-job training and mentorship programmes #&e structured to ensure staffs are

properly inducted into their new jobs.

Continuous coaching and training is also done an dlder staffs to improve their

productivity. Staffs are promoted based on theffqgumance and the annual performance
appraisals are used to determine annual salargaees. A career path for each cadre of
staffs is well defined. Succession planning is aisegrated in all management decisions

to ensure business continuity at all levels.

4.2.4 Technological Strategy

The study found that KWFT has embraced technol@ggree of its strategies to respond
to the changes in the environment. The respondedisated that the institution has
invested heavily in technology to improve efficigna its processes. The Information
Technology department is backed by an IT committe¢the board of directors’ level.
This signifies the importance attached to technplagthe institution. The organization
has also embraced Technology based products suciolaite banking, ATMs, internet

banking, and financing customers who wish to aajiechnology based assets.

In order to respond to technological changes, ¢ésearcher asked the respondent to state
what strategies have been put in place to achieweppropriate changes, it was found
from the study that, training of staff on the nesehnology and computerizing of all
departments were the strategies put in placedardo achieve the appropriate changes.

This ensures timely monitoring of performance amdhg managers. It has also
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improved efficiency and lowered the costs of opemalhe Information Technology

department is strengthened with an IT committdbeaboard of Directors level.

4.2.5 Product Differentiation Strategy

The study found that KWFT has a strategy on prodiffgrentiation that has ensured the
organization has a large portfolio of products timeets the needs of its customers. The
organization has products portfolios on clean endrde touching, business finance and

savings.

Feedback from clients is always taken into accaumen configuring or improving the
products. This has ensured that the products aet dentered and therefore finds easy
adoption by clients when introduced into the marKéte institution has exploited its
market niche of women clients and has therefora lagée to introduce products that are
unique for its women clientele. This has alwaysegi KWFT a competitive advantage
over its competition enabling it to be the marlesider in microfinance and to weather

the ranging competition in its environment.

A research and development section is tasked wighwiork of collating views from
clients, identifying their needs and thereafter eleping products geared towards
meeting such need. The department also ensurggdtacts are well tested and piloted

before being rolled out.
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4.2.6 Advertisement Strategy

KWFT has an advertisement strategy whereby it tesdi®, television and print media to
reach to the majority of the rural and poor urbapuations. The advertisements are
aimed at positioning KWFT products in the marketm@times the advertisements could
be reactive to what is happening in the market dirake rebutting an aggression by
another competitor. The company has a result badgdrtisement policy whereby all
advertisement costs incurred must be followed wéhgible results of the intended

outcomes.

The institution also has a strategy to work witle tbcal administration and opinion
leaders who help it in its outreach efforts at Wilkage level. The institution therefore
makes use of public meetings called by local adstiaiors and elders to advertise its
products. This has helped manage advertisemensts agithout losing focus on the

intended group of clientele.

4.2.7 Locational Strategy

The study found that KWFT has a locational strat€égye organization has opened a
large network of offices to reach customers atdressroots level. This has made the
organization very popular in deep rural areas b&eani offering financial services and

trainings to clients who would otherwise not bectesd by ordinary banking institutions.

The institution also hopes to continue expandiadgranch network from its current 220

branches to 300 by end of the year. It also wishegpen branches in the other East
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Africa community countries in the next two yeafhis would expand its market by

reaching out to more women customers by takingses\closer to them.

4.2.8 Customer Service Strategy

From the study, it was found that KWFT has a styaten customer service. The strategy
is aimed at offering high quality customer servibat upholds the dignity of women.

Baseline surveys are conducted to establish cBatisfaction and remedial measures
taken. Strategies have been put in place to resfmodstomer influences such as good

customer relations, establishment of a call cenality services and efficient services.

A customer service section is established with |atine call center. This helps get

feedback from customers. The feedback from custenseused as a basis for product
development and service delivery improvements.fStake also continuously trained on
customer service to ensure they offer quality sesvi The study also sought to know
what strategies have been put in place to resporaigtomer influences. It was found
from the study that, good customer relations, dqualervices and efficient services were
the strategies put in place to respond to custonflelences. The customers’ continuous
interactions with KWFT staffs offer valuable feedkathat the organization taps to

develop new products and services.

4.2.9 Performance Culture Strategy

The study found that the institution has a perforcea culture as a strategy. All

departments and staffs have well defined targetsaqpraisals are done on a monthly
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basis to evaluate achievement. The targets aneeditp the five year strategic plan. The

institution has a framework to measure performanca monthly basis.

Competition among different staffs and departmesntsncouraged and rewarded. Staff
promotions are also based on how well the perserablieved his/her targets in addition
to other leadership qualities. This culture hapéelretain the talented staff since staffs
are guaranteed of career growth based on their donemt to their work and
achievement of their targets. This has seen KWFWwgind increase its level of staff

productivity resulting into increased volume of ingss.

4.3 Challenges KWFT Faces in Responding to the Environmental

Changes

On the question of the current challenges faced KhYFT when responding to
environmental changes, majority of the respondeitésl competition, scarce resources,
threat of institutional identity, staffs poaching bompetitors, resistance to change by
staffs, high operation costs, and cost of fundsthes most significant challenges.
Respondents also cited Consumers and clients canbeleaviors as the most dramatic
change as a result of competitive pressures. Thdahdr noted that competitors have
been applying one strategy or the other to adafiteaynamic and unpredictable nature
of the business environment. Majority of them ailsdicated that the microfinance
environment is fast and continuously changing wiimpetitors inventing more creative

and better products and services than those offeyetie KWFT. Thus the institution
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finds it challenging in keeping pace with the cotitpn that keeps on giving it surprises

of new products.

Some strategic responses also require huge resodice resources are needed in doing
research on issues of great importance to the ma&fon. Resources are also needed in
implementing the findings of such research. Thditingon therefore must allocate

substantial resources to respond to changes takang in the environment. The money

may not be readily available and therefore possgisaén on the organization’s resources.

The study found that KWFT is proud to be a womamaricial organization. It has
therefore focused on protecting and maintaining tllientity. Some changes in the
environment have threatened this identity. KWFTréf@me has adopted a cautious
approach to ensure strategic responses do not elsggificantly the vision and the
mission of the organization. As a market leader KWs also been initiating changes in
the microfinance industry. Through the Associatminthe Microfinance institutions,
KWEFT has been lobbying the Central Bank of Kenyd Einistry of Finance to relax the
rule that prevents microfinance institutions froffledng foreign currency and current
bank accounts. This is aimed at leveling the plgygnound to compete fairly with the

mainstream banks as well as initiating changesféivair its mission and vision.

Another challenge identified by the respondents weas the changing environment

affected the sourcing of the human resources. Mgjof the staffs are young and are

therefore very mobile as they try to settle inithiée careers. This has posed a challenge
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to KWFT as staffs sometimes leave after getting nleeessary job training. Other
Microfinance and banking institutions have beenchoay KWFT staffs because of their
good orientation and training in microfinance lenyli Resistance to change by the
organization’s staffs has posed a great challergeKWFT when responding to
environmental changes. The institution had to ihwesincentives and trainings to its

staffs to ensure fast adoption of new ideas andymts.

On the services that face the greatest competiti@respondents indicated that the loans
and savings products were the most affected. Tlaesethe core products of the
organization and form the basis of any strateggpesase. The company responded by
continuously developing customer focused produc#ing staffs on customer care and
adopting new technology to improve efficiency arduce operating costs. The Human
resource has also been empowered to ensure staffgppraised continuously and

remuneration and promotions are based on individedbrmance.

On the nature of the changes that the organizééioes in the running of its operations
the respondents indicated legal/political changeshnological changes, demographic
and economic changes. Also new entrants have bmamg up with new microfinance

products. Customers’ tastes have been changinga#ids Customers have continuously

demanded to be served differently and with diffeproducts.

On the question about how KWFT creates and mast@imatch between its strategy and

the environment to ensure success despite theoamnvantal challenges, interviewees
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indicated that the resulting productivity growthkKd/FT is the key source of wealth of
KWEFT, which is moving ever-faster away from natut@lhuman capital. In particular,
interviewees indicated that wealth creation at KWd€pends on the ability to access and
make productive use of the expanding stocks of kedge and information, and to build
on them through creative research and developnoedesign highly flexible products

and services.

The study also wanted to know whether there had bag improvement in performance
owing to the adoption of the strategic respongsesn fthe study all the respondents said
yes to the question, that there was improvemergenfiormance owing to adoption of
strategic response. Some of the improvements iadlggleater client retention, increased
profitability due to lower cost of funds and lowgperating costs. The institution has also

managed to retain its market leadership in micesfoe.

4.4 Discussion

Organizational adaptation to environmental chargge lbng been an important research
concern for management scholars. This researclefdrersought to establish how the
Kenya Women Finance Trust responds to environmetchahges affecting it. The
research in particular sought to determine thetegjra responses adopted by Kenya
Women Finance Trust to deal with environmental geanaffecting it. It also sought to

find out the challenges faced by KWFT while adaptio the environmental changes.
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44.1Link to Theory

Managers interviewed noted that in the absencendpgpropriate response, changes in
the contextual forces surrounding organizations mayse the organization to lose its
customer base. They further noted that if left temted for too long, some
environmental changes affecting them would thredtenya Women Finance Trust's
survival. On the other hand, the managers wer@ekiew that the organization cannot
keep on reacting to the environment as this woelal Ito the institution losing its
identity. This observation was in line with Pfeffand Salancik (1978), the resource
dependence theory, which observed that an orgamizatust manage it dependence on
the external environment to protect its independeand autonomy. The respondents
therefore emphasized the need to follow the stiatplgan which is continuously and

cautiously adjusted to align it to the day to deglities.

Pfeffer and Salancik (1978) has espoused the resalependence theory and observed
that organizations depend on the environment feources. The respondents observed

that KWFT gets staffs, customers, suppliers andaldpom its environment.

Just like Johnson and Scholes (2002) observedyrtpanization faced challenges while
dealing with environmental changes. Jonson and I8sh(2002) had observed that
diversity of the different environmental influencéise speed of change and the problem
of the complexity of change pose a great challeogmanagement when responding to

environmental changes. The study found out thathanges affecting KWFT were too
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many and complex and it was therefore not poséinlehe management to respond to all

of them.

Grant (2000) had argued that an organization magttan a match between its strategy
and the environment and also between its interaphlgility and its strategy. The study
found out that KWFT had changed its mission andwriswice in the last ten years. The
organization also carried out a major transfornmatiothe year 2010. The transformation
changed the organization structure and the busmesiel. This was an effort to align the
institution to the environment that was generatingat competition. The transformation
was also in responses to the new regulatory lawsdaced by the Central Bank of

Kenya. This was also in line with the argument byséff and McDonnell (1990) that a

firm must learn how to adopt and reorient itselfthhe changing environment to ensure

continued success.

It was found from the study that the strategiespéetb by the company to respond to
changes included offering incentives to staff omowations so as to remain competitive
and embracing technology to improve efficiency. eswand Saunderson (1994) had
observed that rapid technological change has aeateew business environment where
innovation has become a top competitive strategyirig with the increasingly turbulent

environment, KWFT has been rethinking of its sga&e continuously and encouraging

adoption of new technologies and new ideas to inggdficiency.
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Hill and Jones (2001) observed that by planningpyanization is able to identify the
problems that affect it and plan how to solve th®ynusing appropriate strategies. It is
evident that KWFT has not been spared by the tartitdnvironment and has therefore
been adopting various strategies to overcome tladleclyes posed by the changing

environment.

4.4.2 Link to Other Empirical Studies

Isaboke (2001) investigated the responses of theoipanies in Kenya to the threats of
new entrants. The study found that most oil comgmmiad adopted strategies such as
price differentiation, strategic locations, brargl@mong others. The oil companies also
lobbied for a level playing ground. KWFT also haopted generic strategies that have
helped it survive in an environment that is witmegsnew companies continuously
starting microfinance businesses. The organizatias also been lobbying the Central
Bank of Kenya through the Association of Microfican Institutions to enable
microfinance organizations offer all banking seevio their customers including forex

and current accounts.

Kandie (2001) in his study of strategic responske3alkom Kenya in a competitive
environment found that financial constraints andklaf managerial empowerment
limited the capability to respond to environmerdiaanges. The respondents in this study
indicated that it is not possible to adopt all tleeded strategic responses because of lack

of adequate resource. KWFT has been expandingapgat base by mobilizing more
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capital and continuously training her staffs anchaggers to empower them to effectively

discharge their duties in an ever changing enviremm

In the study by Kombo (1997) on how the motor vihindustry adjusted to economic
reforms, it was observed that the motor vehicleusty adjusted their variables
substantially. This included aggressive markettgersification to second hand vehicles
and motor vehicle parts, identification of trangpmmpanies that they could partner with

and offering incentives such as after sales sesvumeemain afloat.

Similarly, KWFT has also been adopting a stratefggomtinuously developing products
and services that are in line with the current emmental challenges. These products
include technology based products such as Mobiteiaternet banking. The strategic
plan acts as a guide but has adequate provisiofiexibility to senior managers to come

up with strategic responses to the turbulent enwvirent.
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CHAPTER FIVE: SUMMARY, CONCLUSION AND
RECOMMENDATIONS

5.1 Introduction

From the analysis and data collected, the follownligcussions, conclusions and
recommendations were made. The responses were bagée objectives of the study.
The researcher intended to obtain responses onugastrategic responses that Kenya
Women Finance Trust has adopted to environmentahgds and the challenges the

company faced when responding to the changes.

5.2 Summary of Findings

From the study, it was found that KWFT adopted aasi strategic responses to
environmental changes. These strategic respongesan®ajor transformation within the
organisation, encouraging innovations among itff,sstaff training and development,
adopting new technologies, product differentiatia@alyvertisement, strategic locations,
customer service and performance culture stratediesse strategies have helped the

organization survive the ever changing environment.

The study found that KWFT faced challenges whilspoading to environmental

changes. These challenges included competitior) bjgerating costs, cost of funds,
change of customer tastes and preferences, lim@sdurces, threat to organizational
identity, staff poaching by competitors and resistato change by KWFT staffs. These
challenges have hindered the implementation ofttal strategic responses and the

company has to prioritize on the most urgent angbimant strategic responses to adopt.
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The study revealed from all the respondents theretivere arrangements to mitigate the
consequences of changes. It was established frensttidy that there were strategies
adopted by the company to respond to changes. tlidg also established that there had
been an improvement in performance owing to theptolo of the strategic responses.
The study further revealed that the majority of tlespondent thought that various
response strategies adopted by the company weretiveeato changes in the

organization’s external environment.

5.3 Conclusion

From the study the researcher concludes that tiere been major changes within the
operating environment for the last ten years. Thesanges included technological
changes, political/legal changes, economic chardggsographic changes, new entrants
and competition from rival companies and changingt@mer tastes and preferences.
These are the changes which have major impact enofierations of the company.
Customers being the ultimate focus of the compaifgcied its operations through
requiring competitive service that could meet theeds. It was therefore concluded
from the study that customer influenced servicavdey and customer care areas of

operation.

It is also concluded that KWFT has been adoptingategic responses to the
environmental changes. The company has been nmtigathe consequences of
environmental changes. Major transformation witthia organisation, adopting modern

technology, selecting strategic locations, advemisnt, products differentiation,
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customer service, performance culture, staff trgyrand development, the introduction
of staff incentives on innovations programmes heedtrategies adopted by the company
in response to environmental changes. The studgeuconcludes that various response
strategies adopted by the company are reactivehaoges in the company’s external

environment.

The study further concludes that there are challeng responding to environmental
changes. The challenges KWFT encountered whileorebpg to environmental changes
included competition, high operational costs, higlst of funds, fast change of customer
tastes and preferences, fast and continuous clarigehnology, limited resources, staff
poaching, resistance to change by staffs and thieanstitutional identity. These

challenges have hindered the company from adogplinthe possible strategic responses.
The company therefore adopted a cautious appraasinategic responses prioritizing on

the responses that would have the greatest posipact at the least cost.

5.4 Recommendations

The study gave KWFT management an opportunity tieateon the various strategic
responses adopted to environmental changes. Wattagrawareness and understanding
on the concept KWFT management could embark oniraomis staff training and
comprehensive computerization of its systems torawg efficiency. The study further
recommends that the company should offer scholassta its staff, offer quality and

efficient service to customers; increase the ledfetapitalization in order to remain
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competitive in the market. Higher capitalization ud enable the company undertake

more research, scale up promotional activitiesexénd its branch network.

With greater appreciation of the concept KWFT coalsb establish a department that
would focus more on strategy. The current situatidrereby strategic responses are
under the marketing department denies it the attent deserves since the marketing
department has too many issues to deal with. Ttableshment of a strategy department
would ensure more resources are allocated for @mviental scanning, formulation and

evaluation of strategic responses to environmexmahges.

The Association of Microfinance Associations ané fBentral Bank of Kenya could
advise microfinance institutions to establish reseand development departments to
carry out research on environmental factors affigctthem. This could ensure
microfinance institutions base their strategic diecis on scientific findings. This could

improve the sustainability and growth for microfnca institutions.

5.5 Limitations of the Study

Since this was a study on one organization, tha dathered may differ from strategic
responses adopted by other organization. It mayefinee not be adequate for

generalization.

The study faced both time and financial constraifke heads of departments at the head

office had very busy schedules.
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To counter this, appointments had to be soughtsme@duled, sometimes outside the

official working hours.

5.6 Suggestions for Further Studies

The study investigated the strategic responsestedopy KWFT to environmental
changes. The study recommends further researchraiegc responses adopted by other
Microfinance institutions in Kenya. This would alNlogeneralizations on strategic

responses adopted by Microfinance institutionsuteise in Kenya.

Further research could help identify the variousiremmental changes affecting the

microfinance industry in Kenya. This would help theanagers of the microfinance

institutions to formulate strategic responses Hieirtorganizations.
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APPENDI X
APPENDIX |: INTERVIEW GUIDE FOR KWFT HEADS OF

DEPARTMENTS

Interview guide on the Strategic Responses by KWFT to Environmental Changes

GENERAL INFORMATION

1. Indicate your gender?

2. Indicate your highest level of education?

3. Indicate your department?

4. Indicate the number of years have you worked ig itstitution?

ENVIRONMENTAL CHANGES

5. What are the current challenges faced by your compghiue to environmental
changes?

6. Which of the services given to the clients face stifest competition in your
company?

7. Does your company have a separate department dadd dith environmental
changes?

8. If yes, which is that department?

9. Kindly describe the nature of changes that your gamy faces in the running of
its operations?

10.What are the main strategic responses that the a&oyn@mdopts towards
environmental changes?

11.How does the company integrate the various respstraegies in its operations?
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12.The strategic response integration processes amdymachnology based. How
well is your organization set in this sense to stiéimd environmental changes?

13.In your opinion, how does the company’s preparesinesstrategic response to
environmental changes compare with other companiggn the microfinance
industry?

STRATEGIC RESPONSES TO ENVIRONMENTAL CHANGES

14.Has the company changed its mission and/or visiothe last ten years? If yes
how many times?

15.What are the response strategies employed by ywupany to counter changes
from its external environment?

16.Who implements the strategic responses within gepartment?

17.How often are the strategies reviewed or amended

18.How long does the process of implementing a nevatesgy take in this
institution?

19.Which market conditions can lead to adoption of erthian one strategic response
at a given period of time?

20.How does competition of brands compare duringnisal entry into the market
with other established brands and after adopting steategic responses?

21. Have the company employed all of its strategic easps towards environmental
changes?

22. Has the institution realized improved performandéeraadopting strategic

responses?
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