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ABSTRACT

The aim of the research was to establish the exérdtrategic collaborations
among the retail supermarket in Nairobi, Kenya, fibgtors that influence these
collaborations and the benefits of engaging intesgia collaborations. A sample of
63 supermarkets was chosen from the list of 134ersngrkets. Structured
guestionnaires were administered through drop &ldlater method. The response
rate was about 63% that is 40 out of 63 questisasanere returned dully filled.
Global competition takes place even in ‘local’ Imesises; partnerships have
become central to competitive success in the fashging Global markets. Many
of the skills and resources essential for the @&tprosperity of a company lie
outside the firm’'s boundaries and outside managémetirect control hence
strategic partnerships are not an option but agsseiye(Doz and Hamel 1998).The
findings indicate that collaboration was practisedong the retail super markets
and to a large extent with suppliers and the lasymermarkets. These
collaborations were mainly influenced by the need market power, mutual
benefit, source of competitive advantage, increag@ciency, continuous
development, pressure from consumer groups and nadsa technology.
Technological advancement is rapid and costly aqglires investment hence
collaborations can cushion partners against casthgstments. The benefits to
strategic collaboration are varied and the highashgs from respondents were
improved flexibility, improved resource utilizatiaand persuading retailers to give
special displays. From the findings, strategic almdration with the small and
medium supermarkets was only practised to a vergllsextent almost nil. It is
further recommended that the small supermarketsildhoreate a niche for
themselves so that they can attract the large swgykets to partner with them
more. Due to time and cost constraints, the studyldc not be carried out
nationwide but was carried out on a small samptgzufation in Nairobi. The study
also targeted to get responses from the Generalajfas of employees of
equivalent position but most of them delegatechwrtjuniors. Collaboration with
authorities such as Government is essential fodusndty of all stakeholders in
friendly policy formulations and implementation. &study findings indicate a
considerable level of strategic collaboration wBbvernment. However, the study
could not establish whether this collaboration wigtailers and Government as
supplier, customer or in policy making. Furthereash should be carried out to
establish the forms of collaboration between thailexs and the Government.



CHAPTER ONE: INTRODUCTION

1.1 Background of the study

Firms today are not only engaged in constant eaptor for strategies to beat competition but
also exploring strategies to work best with contpeticollaboratively for the mutual benefit of
all parties involved. Strategic collaborations accwhen two organizations are strong
competitively, both parties and one of them may twaracquire knowledge while at the same
time maintain their own capabilities (Doz and Hani98). Kotler (1991), the turbulent and
highly dynamic environment with increasing deregjola and liberalization has forced
businesses to continue being proactive and formgi@hategies to cope. These dynamic forces are
social, economic technological and political fastoiStrategic collaborations have been adopted
by firms in order to deal with their deficiencidarm addressable resources and competencies
which are external to the firm can be leveragedoupgh other firms by collaboration

arrangements.

The study draws from the strategic theories namedgpurce based theory, competence and
capability theory and the stake holder’s theorycdding to Penrose (1959), organizations are a
distinct bundle of resources and competencies whaste evolved over time and are embedded
in their relative business environments. Competearad dynamic capability of the firm is the
ability of the firm to adopt, integrate, and redgofe internal and external organizational skills
resources to match the changing environment (Ba@®86, Wennerfelt 1984). Stakeholder
theory asserts that a business is a coalition afesilders including employees, suppliers,
customers, competitors, shareholders, community ti@dGovernment as well (Freeman 1984).
The stakeholder theory requires firms to build arafive relationships with all stakeholders as it

formulates its strategies to improve business pedoce.



The retail industry is very dynamic globally withet rise in competition. Many Global retail
chains are embracing cooperation strategies. Theardigs of a changing competitive
environment is what organizations have to contenth woday. One of the environmental
influences to a business is competition. It exeresssure on firms to be more proactive and
explore formulation of successful strategies tlzailitate proactive response to perceived and
actual change is in the business environment. derailo cope with the increasingly competitive
environment, firms have had to rethink their margtstrategies (Pearce and Robinson, 2001).
Kenya is considered the gateway to East Africa, iand the list of most promising country for retai
development. The rapid economic growth and incrgpsiiddle class has led to shift in shopping trends
Kenya is also taking the lead in the continent oobile money (KPMG, 2013). Kenya's retail
supermarket experienced immense growth betweegethies 2005-2010 of average 5.5%. Kenya's GDP
grew to 4.7% in 2013 compared to 4.6 % in 2012 wWith inflation rate easing from 9.4% 2012 to 5.7%
in 2013 (KNBS, 2014). Retail was one of the majavets in 2013.Traditional retailing is dispersed
across with highest concentrations in Kiosks an#d3uopen air markets and street hawking. However,
growth in Supermarkets and hypermarkets is expdotgdow in the coming years. Kenya'’s retail market
comprise of a mixture of modern retail outlets thapply consumer goods from major internationahsir

as well as informal traders or family run concetret sell more basic goods.

1.1.1 Strategic collaboration

Kogut and Zander (1992) explain that collaboratians new learning resulting from a firm’s
combinative capabilities to generate new applicetirom existing knowledge. They further
describe combinative capabilities as the intersacf the firm’s capability to exploit its
knowledge and the unexplored technological poterifiae firm’s ability to cooperate revolves
around its resources. This ability is referred 4ambsorptive capacity. The value of collaboration

will be bounded by the firm’s ability to comprehenwtat the other partner is doing



It is a smart strategy provided the relationshipds both parties without compromising each
of the firm’s competitive position in the industiyorris-Tirell and Clay (2010) defined strategic
collaboration as an intentional collective approarhddress problems or issues through building
of shared knowledge, designing innovative solutiand lastly, forging consequential change.
They argued that most problems faced by managetsday’s world are too complex to be
addressed individually or by organizations workimglependently in their silos. However,
organizations will only be compelled to collaborateen they cannot get what they want without
collaborating according to (Hudson et al. 1999)feé&ifve networking is important for
organizations especially since it helps overcommtditions relating to both financial and human
resource that are the major constraints in acog$stchnologies and innovation (Anderson et al.,
1994). Collaborations help a company to intercépt technology of another company. It also
helps in closing the skill gaps faster comparethternal development (Doz and Hamel, 1997).
Intense interaction through collaboration amongsinoers facilitates transfer of tacit knowledge

to members.

Collaborations fail when distrust and conflict spthe relationship. For example, in

collaborations between western firms and Asian djrte Western firms have technology to
transfer while the Asian firms more often have cetepce. The risk of mismatch between
partners should be avoided in order to reap tHeb&refits. Hence, for successful collaborations,
organizational, cultural and strategic compatipiig critical. Organizations, therefore, need to
hone the skills of finding strategic partners anwberstanding the contextual factors like
competition, market situation, and existing knowgedase. Equally, even after finding the right

partner, establishing the right kind of governafarehe cooperation is very important.



1.1.2 The Kenya retail-super mar ket sector

Retailing can be defined as the sale of goods actmaadise from a fixed location, outlet, and
department store or kiosk for direct consumptiontbg buyer who may be individuals or
commerce. These may be located in the residenealsa central business district or shopping
malls. Kibera and Wairuingi (2007) define superneéskas a large scale retailing institution

operating on a self service basis and have sedepartments.

The retail sector is one of the focus areas in Keayan Vision 2030 with a potential to
contribute to the 10% GDP growth (Wycliffe, 201¥)jsion 2030 is based on 3 pillars namely
The Economic pillar, the social pillar and the podil pillar. There are six key areas under the
economic pillar of which retail is one of it. Thix $riority sectors were Tourism, Agriculture,
Wholesale and Retail Trade, Manufacturing, BusinBsscess Out sourcing, and Financial
Services. The wholesale and retail sector compasggeable part of the economy contributing
30 percent of GDP and 50percent of employment th Bmrmal and informal establishments. It
is extremely fragmented and highly informal as @rcpnt of its employment and 70 percent of
value is informal. It has very inefficient supplyan and there’s tremendous opportunity to
formalize the sector. The vision of Wholesale aretaR Trade sector is, therefore, to “Move
towards a formal sector that is efficient, mtikked, diversified in product range, and
innovative”. In the formal retail, the strategy tis “Attract and develop large formal retails

through Joint and standalone domestic and foreggnuwes” (Vision 2030).

Kenya’s retail industry is said to have huge po&énas it is largely untapped, with the
penetration of formal retailers at a low 30 pertadgspite a growing middle class. However, the
country is not very attractive for investors in thdustry due to a mix of factors that include a

difficult business environment and low economicvgifo rates that translate to a longer waiting



period for returns on investment (PWC, 2014). Tdrgeé and growing Kenyan population is set
to provide steady and ever-growing demand for Iretaiducts. In addition, the anticipated entry
and expansion of international retailers is setdotinue driving growth. The increasing rate of
urbanization at 4% per annum (KIPPRA, 2013), ragiowth in the Kenyan middle class and
rising demand for specific goods and services ateéascombine with Kenya'’s overall positive

economic outlook to boost growth in retailing.

The National Government is focused to creating ambkng environment for stimulating
investment for competitive and sustainable coun{i€B’PRA, 2013). The role played by
counties and regional governments to ban streginfyeand revitalize and encourage investment
and the application of modern trading standardsetailing have not, however, led to the
complete overhaul of the informal retail sectorfotmal retailers in Kenya include traditional
open air markets, kiosks, small corner shops ametstraders, all of which are very popular and

conveniently provide a wide array of products, mgkihem easy to access.

Retailers like Nakumat, Tusky's, Uchumi and Naivhave already expanded into the
neighbouring countries except for the latter- Naivdairobi has over three hundred supermarkets
(KNBS). Impending entry of other retailers like \AMhrt (through its South African subsidiary
Mass mart), Games stores, Jet and Edgars are egpecestablish base has also stirred Kenya's

retail market (COFEK, 2014).

With the growing complexity of compliance issuesl aosts related to the need for capacity
building, retailers’ are moving increasingly towarcbllaboration despite the competitiveness of
the industry. Collaboration is happening both Ilhcahnd globally as recognizing that

sustainability is a companywide strategy and ndtsarete program. The idea of collaborating

can be perceived as a challenge for private seciopanies. At the same time, pressure from



NGOs and consumers will continue to be a majoredrigr the industry and will likely grow; as
consumers are able to access more information rom fiolicies, procurement and activities
through the internet and social media, scrutiny hkély grow and as will the possibility of less
than desirable publicity. Consequently, retailedsility to understand their supply chain will be
crucial. This, of course, will require significaptimore resources, making it increasingly
challenging for retailers to manage their issueBvidually, thus driving the industry towards

collaboration.

Growing interest in joint auditing through collabtive organizations such as the Global Social
Compliance Program is resulting in practical proggaand tools that can help members reduce
their costs and time commitments. As the valueotiboration becomes increasingly tangible, it
is likely that even reluctant retailers will ses ienefits, as it will be too costly and time
consuming to manage the tasks on their own. Engagewith a range of stakeholders will also
likely grow, as the issues ranging from life cyelealysis to materials procurement to disposal

can be complex. The types and benefits of colldtmravith different parties are diverse.

1.2 Research problem

Organizations seek strategic collaborations in or@exploit current resources and competencies
or explore new possibilities to remain competitivehe market place. However, they must have
the ability to conceive, shape and sustain a bnreakty of strategic partnerships (Doz and

Hamel, 1998). Many corporations across the worlcehzeen considering collaboration strategies
to realize cost synergies against increased cotigrgtpricing pressures, gaps in product mix and
asset concentration. Strategic collaborations sgprtea positive towards a stronger future move

to some organizations through combining resouradsirwa natural operational fit. For others,



collaborations are more of a threat and represehaibenge to identity, flexibility and autonomy.

Collaboration members should be chosen based argdgmgraphic and technological context.

The retail industry has continued to face relesti@sd rapid changes globally. The retail sector
has been forced to adapt to the new methods ofucting business and abandon the traditional
ways which were more individualistic, highly closemhd secretive, to being open to

collaborations in order to reap the maximum begdfiim the synergies. The Kenyan population
has continued to grow, about 40 Million current{NBS, 2014), this means the customer base
has also increased tremendously and as a resuitiesector has also had to experience rapid
growth to meet the market needs. Not only has tparesion been in the Kenyan market but also
to the regional market-Uganda, Tanzania and Rwaddaever, the expansion and growth have
not been without challenges, but have also beefecigd to constraints in the changes in
demographies, consumer tastes, and changes inroenswltures, consumer lobby groups and
government regulations such as the competitionsoaity Act. Recently, there was the legal

tussle between the Tuskys supermarket and the Wkaapermarket with the Competitions

Authority Act officials claiming an unauthorizedltaboration agreement between the two. Other
than this, we have also witnessed ownership stesggl both Naivas and Tuskys chains. The
rapid technological advancements have also meanthbk industry has to catch up and improve
on services and efficiency or else they becomeletesoThe supermarkets run on an extremely
low profit margins and hence the need for a lean efficient operation through collaborations

and pooling of synergies.

Cardilohn et al.,(2005), in their study of collahtive commerce in Ho Chi Minh City, Viet nam
concluded that collaboration is the solution fommaetailers struggling with inefficient practices
with respect to promotional planning, demand mameg# and inventory control. They also

emphasized the fact that collaborative trading tozes is not the preserve of graduates in big
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branded stores and does not require the servicespainsive consultants to implement. Cricelli
and Grimaldi (2010) in their study, knowledge based inter-organizational collaborations
described global competition and complexity of eatreconomic context as driving firms to
device quicker profitable solutions. They recomménds to focus on exclusive resources such
as knowledge and capability. This exigency drivésnd to go beyond the traditional

geographical and organizational boundaries.

Previous studies have looked at different aspettthe retail industry and particularly the
supermarkets but none that | reviewed had looketthatstrategic collaborations in the Kenya
retail supermarket sector. Kamori (2013) studiesl green marketing practices of medium and
large supermarkets in Kenya and recommended the teebave Government cooperation in
assisting to implement supermarket strategies. &a¢A010) conducted a case study on the
strategic responses by Tusky’s Supermarket in ldaand challenged retail managers to always
stay alert for any possible environmental factbet tmay have an implication on the company’s
operation and formulate appropriate strategic nesp®. Lagat (2011) studied strategic responses
to changes in the external environment by superetsirin Kenya. He recommended that the
supermarkets should embrace technology in planwimgh enhance inclusivity whereby many
stakeholders are consulted and incorporated irptbeess. The outlook for the retail sector is
strong and Kenya is continuously being seen asl@al point of entry for launching retail outlets
and consumer goods distribution into East and @kAfrica (PWC, 2014). This study therefore
seeks to establish the extent of collaboration aysbthe retail supermarkets in Kenya-Nairobi
and the factors that influence these collaboratiddisat extents have the retail supermarkets in
Nairobi Kenya practiced collaboration? What are féetors influencing strategic collaborations
in the retail supermarkets in Kenya and what are lienefits of engaging in strategic

collaboration?



1.3 Resear ch objectives

The study has the following specific objectives:

i. To establish the extent to which retail supermarket Nairobi practice Strategic

collaboration.

ii. To determine factors influencing Strategic collatimns among retail supermarkets in

Nairobi.

iii. To establish the benefits of strategic collaboratamong the retail supermarkets in

Nairobi.

1.4 Valueof the study

The study materials are useful as a source of eefer materials for future researchers and
academicians who would want to explore further lom topic of strategic collaborations in the
retail supermarkets. For scholars in the area w@t&jic management who would want to do
further research on strategic collaborations, thdyswill add to the body of knowledge. Other

scholars may also want to validate the findings.

To the policy makers and the Government, the in&tiom is quite useful in monitoring the
vision 2030 objectives on Retail sector in Kenyd sgformulation of policies and strategies. The
competition Act authority could also use the stuaterials to further refine the act and appeal
some of the unfavorable sections by reviewing tipaions of the industry players thus

improving the regulatory act.

This area of study on strategic collaborationsfisrmmense value to the Retailers in Kenya who
still seem not to have embraced the collaboratioategies fully, and some who still have cold

feet towards collaborating with competitors. Theg able to understand the opportunities that
9



lay in collaborating with competitors and the extenwhich they can collaborate. This applies

to both the Large, medium and small supermarke¢xpdore the potential growth areas.

10



CHAPTER 2: LITERATURE REVIEW

2.1 Introduction

This section of the paper presents the literatengew, both local and global on strategic
collaborations. It entails the theoretical foundatiof the study and literature on strategic
collaborations. It further explores the forms oflaooration the factors that influence strategic
collaboration. In addition, the benefits of strategpllaboration is discussed and lastly, a review

of the empirical literature on strategic collabaras.

2.2 Theoretical foundation of the study

The study draws form the strategic management igediscussed herein namely; resource based
theory, competence and dynamic capabilities thaod,finally stakeholder theory which reflect
on organizational management and business ethatatliresses morals and values in managing

organizations Freeman (1984).

2.2.1 Resour ce based theory of thefirm

This theory asserts that a firm can only achieygesar performance if its resources have the
characteristic of valuable, rare, inimitable andh soibstitutable (Barney 1986, 1991, Wernerfelt
1984). Organizations are considered distinct bundferesources which have evolved over time
and are embedded in their day to day businessamagnts. Grant (1991) defined resources as
inputs into a production process which include,iteh@quipment, skills of employees, patents,

Brands, finance hence productive activity requaesrdination of teams of resources. It focuses

11



on the firm’s ability to maintain a combination r&sources that cannot be possessed or built up

by competitors in similar manner without great &ffo

Gaining new knowledge time and again on a markeingbrompts entrepreneurs to rethink their
strategies on how the future would be like whildlet same time it also initiate the process of
preparing for future market requirements and ptaadjust a firms strategic plans in order to be
ready to serve new requirements through a visionstmgping of firms resources and
competencies (Hamel & Prahalad 1994). Penrose j1festher emphasizes that the evolution
process of resources is primarily made up of retwgdand relearning hence improving the

ability to repeatedly render competitive outputhatite resources

2.2.2 Competence based theory and dynamic capability of thefirm

This theory considers environmental restrictions astions but also allows for proactive

entrepreneurship. Becker (2004), Competence ialtligy to repeatedly render the same quality
of output using the resources based on Knowleddeuanally they are none randomly managed
by rules and are channeled by routines. Competdralpsto improve competitiveness and even
competitive advantage by enabling goal orientedcgsses to facilitate future readiness for
action. Wernerfelt (1984), stressed that competeacealso rely on a relationship with a third

party, specific resource owned by third party. Témmpetence based theory enables the

understanding for evolution of an organization market that is undergoing some transition

Grant (1991) explained that capability is the #pitif a team of resources to perform a prescribed
task or resources. He further emphasizes that dapabthe firm’s ability to deploy resources in
combination with organizations processes to prodiegred outcome. Teece (1997) explained

dynamic capabilities as the firm’s ability to intate build and reconfigure internal and external

12



competencies in response to the rapidly changingre@mrment. They may include search or

ability to changing customer needs, technologipglostunities and competitive developments.

2.2.3 Stakeholder theory

Freeman (1984) put forward the theory whose cerdedd was that an organizations success is
dependent on how well it is able to manage relahgs with key groups including competitors,
suppliers and customers. The central idea of théorly is that an organization's success is
dependent on how well it manages the relationskifif key groups such as customers,
employees, suppliers, communities, financiers, aiineérs that can affect the realization of its
purpose. The manager's job is to keep the suppait of these groups, balancing their interests,
while making the organization a place where stakiranterests can be maximized over time.
Stakeholder theory asserts that managing interatixgtonal relationships is a firm's very
important assets without which it cannot gain asdesothers resources, acquire the supplies it
needs, solve customer problems and generate reYEatek et al, (2003). Firms operate within a
complex of linkages at both intra and inter orgatianal level (Wrigley et al 2000). Managing
long term business relationships with stakeholdsrsital for development and survival of
businesses (Zineldin, 2007). The theory doesmptyi that all stakeholders, however they may
be identified should be equally involved in all pesses and decisions. However, stakeholder
theory argues that every legitimate person or ggqugsticipating in the activities of a firm do so
to obtain benefits and that the priority of theenesst of all legitimate stakeholders is not self
evident (Donaldson & Preston, 1995). Greater coliations go hand in hand with increasing

firm’s performance (Wang et al., 2006).

13



2.3 Strategic collabor ations

Strategic Collaborations are organizational arramges that make use of resources and
government structures from more than one existirgamzation (Inkpen, 2003). This is the
strategy whereby firms gain competitive advantageworking with as opposed to working
against each other (Hunger and Wheelen, 2003)teficaco operations have received wide
interest in literature specifically with regardsttee growth in popularity amongst competitors
(Clarke-hill et al., 1998). They describe colladtorn as set of norms and beliefs for which the
cooperating partners subscribe to pursue individaal common goals, putting aside

opportunistic goals, which has a high degree oeddpnce.

Some modes of collaboration may effectively incectiee operating efficiency while others may

primarily enhance the bargaining power of the coafpen. A horizontal cooperation is a means
through which the firms can gain from size relatetvantages above and beyond their actual
size. Inter partner competition coupled with conseof potential opportunism may limit the

extent to which some vital information is fully shd with partners (Hamel, 1991; Khanna et al.,
1998). According to Khanna et al., (1998), stratemillaborations cover only a part of the entire
firms business or portfolio and may deal with oogrtain functions or tasks. The scope tends to

be even narrower when the cooperation is betwermpettors.

Teece et al. (1997) expressed the importance ef-organizational relations for competencies
development. Competencies are viable across nmilfpbduct lines and may be extended
externally to embrace collaboration partners sicmeperations are ways to leverage resources
and competencies to build new competencies. Futthidis, they allow flexibility and maximum
efficiency by grouping resources. Quelin (1997)Har states that interfirm co operations are
organizational mechanisms adopted by firms to gaitess to capabilities that they are short of

but are useful for the firm’s development.
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2.4 Forms of strategic collabor ations

The forms of strategic collaboration can be vievirean a perspective where retailers develop
collective actions on areas of joint product bgyifjoint merchandise and promotion,
standardization of stores and uniforms, creatiojoiit credit cards, joint production of private
labels, joint training, joint legal actions, joildgistics and employee recruitment and selection,
shared inventory. Frazier and Rody (1991), dessrjbi@t actions as the degree to which partners
work together to attain individual or joint goalSharing of Logistic information; in the retalil
chain, logistics encompasses delivery costs, ptadiliern costs, out of stock costs and logistics
risk costs. For optimal negotiation, the membees required to share information on target
inventory turnover, ordering frequency, mode ofnsport capacity, lead times, product

availability, flexibility of supplier schedule toeet urgent request.

Wilkinson and Young (2002) prescribe that knowlkedigsed collaborations affect the strategic
initiatives of the collaborating firms through coming competencies, sharing resources,
distributing risks and moving from minor incremdnitaprovements to radical innovation. In

retailing, horizontal co operations are often fodmi@r the partners to pull together their

procurement activities thus allowing the partnersdale benefit that would accrue to firms of
their combined size. The volume of the combinectipases may increase their bargaining power
and additionally spreading the fixed procuremergt€a@lso translates to improved efficiency
(Hennert, 1988). Inventory control and order plagnare also very critical to the purchasing

process.

ICT is the backbone of many organizations todayemnsuring efficiency in operations and
reducing response time. Through ICT, E-businesnébled. E- Business is the buying, selling,
serving customers, collaborating with businessneastand conducting electronic transactions. It

is all about cycle, speed, reaching new customers artners, knowledge sharing across
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organizations to gain competitiveness. Partnerm@uo ICT platform can increase coverage and
visibility for the partner organizations. Marketindctivities include sale promotions,
advertisements, public relations, research andgdeshich partners may use to improve their
business processes. They are aimed at stimulatlag and create customer awareness (Kibera &
Waruingi, 1988). Government relations are moreatife in the numbers /power created through
collaborations. According to stakeholder theoryeiirorganizational strategies are pursued so as
to mitigate against adversarial effects of extefoetes and thereby enhance the efficacy of an
organizations strategy (Ford et al., 2003). Frgikt al (2008) in their study of as a strategy in
volatile environments summarized the forms of styat collaborations into three aspects that is,
gap closing aimed to close resource and competgagg, secondly option networks aimed at
preparing for the unexpected and lastly steerimgeniding to influence the relevant business

environment.

2.5 Factor sinfluencing strategic collabor ation

Ink pen (2003), the main reasons for collaboratnmude various driving forces namely; mutual
benefit, synergy, competencies, resources extenswgrcoming the barriers to organizational
development and growth. Quelin (1997) explains ithi&r firm cooperation plays a vital role in
extending a firms knowledge base and that the nemeagt of competencies is inseparable from
managing the limits of an organization. Innovatisralso an important factor in collaborations.
Being part of a collaboration means that there goal the organization is seeking to improve
effectiveness and efficiencies, therefore one rbeswilling to put in investments towards this
goal. Technological investments can be costly; hawva tradeoff has to be agreed upon. Teece
(1986) in his definition of complimentary assetsowh that the commercialization of an
innovation requires that the knowhow be linkedhe technology should be used in conjunction

with other assets or competencies such as productiarketing, after sales service. More often
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than not these competencies are specialized téromer are difficult to acquire or they could be

co-specialized used jointly with other assets onpetencies.

Cardilhon et al (2005) noted that collaboration wady being practiced by some large
supermarkets in china and with only the largeshtéed manufacturers with systems capability,
the knowhow and resource to adopt, implement arglogxcollaborations full potential. He

further states that the most common reasons adgdocehe failure of retail organizations and
their suppliers to adopt collaborative strategied ambrace the principles of collaboration are;
mistrust among members, too expensive, too compeompatible organization structure and
lack of clear strategic Vision. He noted that caagiee planning between trading partners yields
better matching of supply and demands, eliminatbmvaste, reduction in inventory on hand,

increase in on shelf availability and eliminatidrstock outs.

Cost efficiencies; Competitive forces have put gpues on companies to improve quality,
delivery performance whilst at the same time redgicosts. Whipple et al., (2002) described
collaboration as partners working together in atfud, loyal and mutual environment aimed at
reducing cost, optimizing equipment use or resaurteereby improving performance.
Collaboration between two companies may generat¢ savings. First they can gain by
elimination of duplicative cost in operation anddar. A key strategy for high performance
retailers is low price. Low Cost strategies yielodgrovements in operational efficiencies that
retailers can use to price and holding other végbonstant achieve an increase in market share

and sales growth.

Economies of scales advantage; qualified econornasts described this over time; economies of
scale exist when costs tend to increase on a kess fgroportionate rate from the increase in

output. One way of accomplishing this is to by splieg the fixed costs over a larger output
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volume. In collaborative agreements particulariypj@ctions, economies are to be derived from
the sharing of services like management, accountogistics, sales promotions, research and
development. The combined actions of firms throcglaboration can increase profitability with

an increase in the market share. Authorities hasapg@roved a number of potential collaboration

activities based on the notion that the arrangenventd provide excess market power.

Scholes (2005) identifies synergies as a motive asserts that collaborations are typically the
results of organizations coming together volunydbgcause they are actively seeking synergistic
benefits perhaps as a result of common impact ahgimg environment in terms of opportunities
or threats or excessive cost of innovations. Thevaltrigger affects firms’ growth and survival.
Reciprocity deals with benefits, risks and losdest should be shared amongst the partners.
Reciprocal acts are a basis for joint projects @otual commitment from partners as reciprocal

investments protect specific investments from oppustic behaviours.

Identification and selection of the ‘right partnand strategic fit with partners is vital espegall
in international retail operations (Wrigley et &Q05). In order to deploy resources successfully
in international operations, an effective and openal relationship is required with partners
hence the selection criteria of partner commitmstnategic compatibility and value alignment is
critical. Shared vision is the utmost importanttdacthat influences collaboration. Vision
provides consistent directions on the goals todgeaed by the collaboration and the individual
units as well. It is necessary that members selr @deals and expectation at the beginning in
order foster understanding and co-ordination ofpalities. Different planning levels require
different policies of integration therefore, thgtmest managerial level should be responsible for
long term decision making and advising (Kanter 399@ultural similarity and common
characteristics among members is another essewgtidlhborating partner's share a set of

relationship amongst members who interact sociailyg economically to share resources and

18



capabilities. This relationship is complex and ieggithat members openly share their ideas and
ideals. Cultural similarities help in quick conflipesolution and facilitate cooperation. This is
also referred to as ‘cultural fit'. Collaboratiortivmembers who own similar size organizations
in terms of financial, human and technology areanlikely to succeed due to similar capabilities

and resources besides dealing with similar problems

Interpersonal integration, according to Kanter 99 broad synergies born only on paper do not
develop naturally until many members of the collation make efforts to know each other
personally and become willing to exchange technglogfer clients, or participate in joint teams
altogether. Relationships between firms involve muwre than mere functional integration in
pursuit of organizational goals. The personaliied emotions of the decision maker are also an
integral part of the relationship (Golicic and Mast 2005). The key elements here include trust,
interdependence and flexibility. Trust is basedraarpersonal or contractual behavior when the
negotiations are non biased and commitments adheretiring joint actions. Consequently
interdepence is the degree to which members wa#éther to obtain mutual benefit since each
firm depends on the other firms knowledge durinmtjactions. The greater the degree of
dependency between partners the more the collatorain addition, member flexibility
facilitates modifications and continuous adaptagiopy members in a rapidly evolving

environment.

Governments at both national and local level cdecafbusiness through its laws, policies and
authority. Governments also create opportunitied @uneats to existing businesses at strategic
level through political/legal environment clima#t Government level politics and economics
are highly linked (Ford, 2003). Firms can benefanfi the fiscal and trade policies through
regional development programmes and industrial neggion policies which bestow cost

benefits in return. Firms therefore establish gogdtionships with government bodies to obtain

19



competitive advantages, more so if operating istiéonally. When scale cooperations are formed
between competitors, each partner may pursue its individual objective thereby optimizing
the use of resources at the firm level rather tatine collective level which may in effect limit
the extent of gains in efficiency (Wang, 2003). dntial opportunism may further hinder the
optimal use of assets and resources owned sepabgtie partnering firms (Hamel, 1991). This
is because direct rivalry between competitors imost inevitable. Partnering firms should
therefore try and focus on the mutual benefits passible when the strategic objectives converge

while the competitive objectives diverge.

According to Hamel (1991), barriers to acquisitioh competencies by a partner essentially
consist of limiting transparency to a partner. Hoere it is important to build protective
mechanisms for the key competencies of a firm. Thhe details and definition of the
cooperation agreement and employee behaviour playortant role (Hamel, Doz and Prahalad
1998). Furthermore, by participating in successtuloperations, the firm is able to attract high
potential partners by creating a reputation foelftas a ‘good partner’. Hence the transfer of
competencies for creation of new competencies moll be the only benefit to the firm but

attraction of new partners by benefiting from ‘netweffects’.

2.6 Benefits of strategic collaboration

Benefits of Strategic Collaboration are varied ahd most important is building strategic
business relationships crucial for effective aneéraponal efficiency of a company (Yu et al,
2005). It is thus important to understand businmetationships with key external stakeholders
while developing operations strategies to improuesifiess performance (Freeman, 1984).
Moreover, business relationship with governmentcigtical in influencing policies and

regulations. Integrated technological systems ailtingness to be flexible has changed the
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market place. Cooperation among firms help redeae times, improve communications, speed
up flow of merchandise and ensure correct invensmailability using strategies such as quick
response and other intangible resources suchreection with networks. (Yu and Ramanathan,

2005).

Cooperation’s are the logical means to overcomeketabarriers and maintain company’s
competitive position and increased market shar@rone customer loyalty , improve product
quality with low cost and innovation which in tunave an effect on the financial performance of
the firms (Yu and Ramanathan, 2005). Low cost ke strategy in retail operations given the
thin profit margin as it leads in operational efficcy that a retailer can use to reduce prices and

achieve an increase in market share and saleslg(8etry et al, 1997).

According to Berry et al (1997), a retailer withghiflexibility is expected to respond faster to
changes in the market and therefore achieve higédormance. Moreover, decreasing waiting
time in the line allows a retailer to achieve higleeistomer satisfaction that can potentially

increase business performance outcomes.

2.7 Empirical literature on strategic collabor ations

Fearne et al (2005), in their study on justice i Bupermarket buyer-supplier relationship
revealed that the integrity issues had led to ahreal relationships between the supermarkets
and the suppliers. Those large supermarkets that ywace oriented were not courteous to
suppliers as supermarkets who were quality driveertheir quest to establish procedural and
distributive justice, the study further revealedhttithe code of practice implemented by
competition commission in the year 2000 had notacted the attitude of the retailers towards
the suppliers. The suppliers were still hesitartdmplain for fear of being delisted from the list
of preferred suppliers. Yu and Ramanathan (201R)jechout a study in managing strategic
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business relationship in retail operations- Chirtae results indicated that business relationships
appear to have a substantial impact on the ovpeafbrmance of the firm. However, choosing
the right partner and building collaboration redaship is critical for international retall

operations in concurrence with the stakeholderscga theory.

According to Ghisi et al (2008), research on hartaballiances amongst small retailers in Brazil,
concluded that collaborations are formed by reataifeainly due to buy cheaper products since
they are focused on survival rather than competiéidvantage. The study conducted in Brazil an
environment different from those in developed naicand also different from those developing
nations. They recommended further research in desnvith contrasting cultures on the topic to
add a broad comprehension and perspectives opll@somenon. Freiling et al (2008), in their
study ‘alliances as a strategy in a volatile enwinent’, concluded that in rapidly changing
environment, a firm may not be able to build upteses and competencies in a timely manner.
Firms therefore seek to attain their desired necgs®adiness for action by cooperating with
other players who possess the necessary competemote resources. He further went on to
classify the main reasons for alliances as Gaprgp®ption networks which aims at ensuring
access to a large pool of resources. Lastly sigeooperation’s which aim at exerting influence
jointly and to steer changes in the relevant bssrenvironment, market process and industry

transformations.

Bore Lewis (2007) study revealed that most supeketarin the CBD Nairobi pursue almost
similar strategic responses common to the otherssponse to competition, he recommends that
the supermarkets should try and identify uniquepséions. They should also develop strategies
that reflect, accommodate as well as necessitaages associated with increasing population
and urban growth, changing lifestyle and diversltggat, C.K (2011), studied the strategic

responses to changes in external environment bgrswgskets in Kenya and established that
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supermarkets were mainly challenged by economictadahological factors topping the list of
the industry challenges in Kenya. He further exmdithat Supermarkets are forced to respond to
the high inflation and the high technological adsement which in turn jeopardize their
profitability and even survival. Nyangweso (2013, his study on collaborative public
procurement among the state cooperations found2tha®so of the state corporations are yet to
adopt collaborative public procurement practicespde the benefits. His study revealed that the
major benefits of collaborative procurement are:dgency’s ability to access capabilities critical
for its competitiveness; the agency’s ability tdhance flexibility and responsiveness to changes
in customer demands; the ability to share task®rm of lead buying and the ability to share
design processes successfully. He further stagesrttical success factors to include; sharing of
technical expertise, the fulfilment of the roleslaesponsibilities set out among the supply chain

members and ensuring proper selection of partmetsreembers.
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CHAPTER 3: RESEARCH METHODOLOGY

3.1 Introduction

This chapter sets out the research methodologywhaat adopted in order to meet the study
objectives. It includes, research design, targ@ufation, sampling techniques and sample size,

data collection and data analysis.

3.2 Research design

The study adopted a descriptive survey researcigrdelSescriptive design help describe what
exists and answer the questions how, what, whitlermand why as framed in the questionnaire
(appendix Il), and can yield to rich quantitativeta which can be analyzed using descriptive and
inferential statistics (Zickmund, 2003) that wikad to important recommendations in practice.
The method was considered suitable because it woaolg on establishing the facts and describe
the current state of the phenomena as they are meiglards to the variables in strategic
collaboration, the factors that influence collaliiara among the retail supermarkets in Nairobi,

and the benefits of partnering in strategic coltakion.

3.2 Target population

Mugenda (1999), refer to the population as an aggecor totality of all the objects, subjects or
members of a group who conform to some predefipediBcations, any set of persons or objects
possessing at least one common characteristic. pbipalation of interest entailed all retall

supermarkets in Nairobi area. This is because ehigh concentration of supermarkets in this

region and most of the supermarkets also have liegidquarters in Nairobi. The total number is
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about 134 supermarkets within 50Km radius (Wwwwowpageskenya.com, 2014), (See
appendix IlI). It is from this list that the reseber sampled the ones to be considered for the

study.

3.3 Sampling techniques and sample size

Stratified sampling technique was applied becadigheovariations in the target population. The
supermarkets were divided into two stratums, thathose with one outlet and those with more
than one outlet. Proportional stratified samplingswised to select samples from each of the
stratum representing the population. However, seledrom the stratum was done randomly.

Yamane’s (1967) formula below for obtaining the pésizes was used.

N= N/ (1+N (ef)  Where; N= Sample size and e= Level of precisitie)study assumed
a precision level of 10%; the supermarkets withertben one branch are 7 while those with one

branch only are 127. Using the formula above, the for each stratum was therefore;
N1=7/ (1+7(0.13) = 6.5 rounded up to 7.
N2=127/ (1+127(0.F) =55.9 rounded up to 56.

Where N1 represents the supermarkets with more twa@ branch and N2 represents

supermarkets with one branch. The total sampletines(56+7) equal to 63 supermarkets.

3.4 Data collection

The primary data was collected through the userottired questionnaires (refer to appendix
11). Zickmund (2003) describes primary data as dgathered primarily for the sake of the
research on hand. The questionnaire had two sectbrwhich the first section (section A)
covered the demographic data and general proféstgans on the supermarket. This section was

also important in identifying the supermarkets tiesponded.
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The second section (Section B) had three partsfitbiepart covered the extent of strategic
collaboration which helped uncover with whom th&ilesupermarkets were the collaboration.
The second section covered factors influencingeggra collaborations in the retail supermarkets
in Kenya. The questions were both closed and opdecquestions. The open ended questions
intention was to give the respondents opporturotexpress themselves freely and give more
information to the researcher. Lastly, the thircctem covered the benefits of strategic
collaborations to the collaborating partners. Thesed ended questions included Likert type
guestions that were intended to weigh the perceptid respondents on factors under study. The
questionnaire was distributed to the General Marsage persons with an equivalent position

trough drop and pick later.

3.3 Data analysis

Primary data obtained through the questionnaires fiwst checked for completeness. The data
analysis entailed editing to ensure accuracy amcecimess, coding, classifying and tabulation.

Coding entailed identifying and classifying eaclswaer with a numerical score so that they can
be tabulated and appropriate statistics be applidte responses to extent of strategic

collaborations and factors that influence collakiores in the retail sector were analyzed by use
of descriptive statistics which include mean scopescentages, frequency and ratios. Statistical
package for social sciences analysis (SPSS) wak bHaetor analysis was also used to determine

the validity of the data and correlation between\thriables.

Mugenda (1999), descriptive statistics enableschigise of distribution of scores using indices
of statistics. It helps the researcher in summagizand organizing data effectively. The results
from the analysis have been presented graphicallyde of tables and graphs for ease of

interpretation.
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CHAPTER FOUR: DATA ANALYSIS, RESULTS AND DISCUSSIONS.

4.1 Introduction

This chapter aims to present data analysis, reaotisdiscussions with reference to the research
objectives. The data was collected from the supewatsin Nairobi and was analyzed by use of
Statistical Packages for Social Sciences (SPS$)tah of 63 questionnaires were distributed to
respondents, the General Managers or their equitgaterough drop and pick later method. A
total of 40 questionnaires were completed and metlir This represents a response rate of about
64%. This was considered adequate for analysisganédral to generalize findings of the total

population.

4.2 General profile of the super markets studied

The supermarket profile data was collected fromfitse section of the questionnaire aimed at
understanding the general profile of the supernmarketerms of ownership, years in service of

the supermarkets, number of outlets, and the nuflEnployees in the organization.

The respondents were required to indicate theirtipas in the organization, from Table 4.1
below, 30% of the respondents were General Manag288 were area marketing managers,
25% were Branch Managers and the least at 18% A&sistant managers. This indicated that
the respondents were in better position of giviagtdal information with regards to strategic

collaboration.
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Table4.1 Designation of Respondents

Designation Frequency Percent  Valid percent Cumulative Per cent
General Manager 12 30% 30% 30%
Branch Manager 10 25% 25% 55%
Assistant Manage! 7 18% 18% 73%
Area Marketing
Manager 11 28% 28% 100%
Total 40 100%

Source: Survey data (2014)

The researcher also sought to know the ownershiptate of the supermarkets. The findings on
Table 4.2 below indicate that most supermarketdNairobi are family owned businesses

representing about 88%. Only 13% have internationadership.

Table 4.2 Owner ship of the super markets

Ownership Frequency Percent  Valid percent Cumulative Per cent
Family 35 88% 88% 88%
Local Company - - - 88%
International 5 13% 13% 100%

40 100%

Source: Survey data (2014)

The number of years in operation for the supermank@as also sought, Table 4.3 below shows
the ages of the various supermarkets in Nairobnyde 85% of the supermarkets have been in
existence for the last 5yrs. 15% of the supermarkee relatively young and have been in

operation for less than 5 yrs.
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Table4.3 Yearsin operation of the supermarkets

No. of Yrs in Frequency Percent%  Valid Percent Cumulative
Operation. Percent
<5 6 15 15 15
05-10 11 27.5 27.5 42.5
11-25 12 30 30 72.5
>25 11 27.5 27.5 100
Total 40 100 100

Source: Survey data (2014)

The number of the outlets or branches each supketbad is represented in Table 4.4 below.

Most retail supermarkets have 3 outlets. The highesber of outlets reported by one retail

supermarket is 50 while the least is 1. A large bemof the supermarkets had less than ten

branches/outlets about 59%. This means that orfly dDthe supermarkets have more than ten

outlets.

Table 4.4 Number of outlets/branchesfor the super markets

No. Frequency  Percent Valid Cumulative
Outlets Percent Percent
Valid 1 4 10 10.3 10.3
2 3 7.5 7.7 17.9
3 8 20 20.5 38.5
4 4 10 10.3 48.7
5 3 7.5 7.7 56.4
6 1 2.5 2.6 59
12 1 2.5 2.6 61.5
13 3 7.5 7.7 69.2
15 3 7.5 7.7 76.9
28 2 5 5.1 82.1
32 1 2.5 2.6 84.6
37 2 5 5.1 89.7
50 4 10 10.3 100
Missing 1 2.5
Total 40 100 100

Source: Survey data (2014)
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The total number of employees for most supermariets found to lie between 100 - 250
employees. This represented 32% of the responderitable 4.5 below. This was followed by
those supermarkets employing more than 250 emptogee2%. This data was also used to
determine the size of the supermarkets that regubmal this study through establishing the
number of employees in each supermarket. This esphe retail sector is of great value in terms
of employment opportunities to the country with endhan 50% employing greater than 100

employees.

Table 4.5 Number of employeesin the organization

No. Employees Frequency Percent  Valid Percent Cumulative Percent
<50 11 27.5 27.5 27.5

50-100 7 17.5 17.5 45.0
100-250 13 32.5 32.5 77.5

>=250 9 22.5 22.5 100.0

Total 40 100.0 100.0

Source: Survey data (2014)

4.3 Extent of strategic collaboration

The first objective of this study was to establikle extent of strategic collaboration adoption
among the retail supermarkets in Nairobi, Kenyan@ys Likert scale of 1-5 where 1= no extent,
2= small extent, 3= some extent, 4= large extentvéry large extent. The respondents were
required to indicate the level to which they wesstpering with the sets of possible partnerships
as shown in Table 4.6 below. The data present@alote 4.6 below indicates that the 21 out of
40 supermarkets representing 53% of the respondeete actually practicing strategic
collaboration with suppliers to a very large exteB8% to a large extent. 17 supermarkets were

collaborating with the large supermarkets; this4&% of the respondents. There was no
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collaboration with the small and medium supermarkepresented by 40% of the respondents

and another 40% indicated that any collaboratios ardy up to a small extent.

Table 4.6 Extent of strategic collaboration

Large Small
Rating Suppliers Supermarke Supermarke
Frequency Frequenc Frequency Frequenc Frequency Frequenc
y % y % y %

No extent 2 5% 15 38% 16 40%
Small extent 0 0% 17 43% 16 40%
Some extent 2 5% 5 13% 5 13%
Large extent 13 33% - 3 8%
Very large

extent 21 53% 3 8% - -
Missing 2 5% - - - -
Total 40 100% 40 100% 40 100%

Source: Survey data (2014)

Table 4.7 below further illustrates the extent tvategic collaboration with international

retailers, Government and Others not specified ha ¢uestionnaire. 7 out of the 40
supermarkets who responded confirmed there was skmme of partnerships with

international retailers to some extent with a fremgey distribution of 18%. However, 70% of
the respondents had not partnerships with inteynatiretailers. The findings also show that
the retails supermarkets have found strategic lwotition with the Government. The extent
of collaboration with Government is at 9% to a viamge extent, 9% to a large extent, 13%
to a small extent and 52 % to no extent at all. GQlatively at least 39% of the respondents

had some form of strategic collaboration with thev&nment.
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Table 4.7 Extent of strategic collabor ation

International
Rating retailers Government Others
Frequency Frequency Frequency Frequency Frequency

% % %
No extent 28 70% 7 18% 12 52%
Small extent 5 13% 9 23% 3 13%
Some extent 7 18% 15 38% 4 17%
Large extent - - 3 8% 2 9%
Very large
extent - - 5 13% 2 9%
Missing - - 1 3% - -
Total 40 100% 40 100% 23 100%

Source: Survey data (2014)

4.4 Factors that influence strategic collaboration among the retalil
Supermarketsin Nair obi

The second objective focused on the factors tlilateince strategic collaboration among the retail
supermarkets. Statements aimed at weighing thergatitat influence strategic collaboration on a
scale of 1-5 and mean scores computed to detertin@ie weights. From the results obtained,
presented in the Table 4.8 below, market powerrantial benefit were the main influencers on
strategic collaboration to a large extent with eamef 4.32 and 4.04 respectively. Competitive
advantage (mean= 3.93), continuous improvement rig®@5), efficiency (3.68), advanced

technology (mean=3.54), pressure from consumerpgrdmean=3.64) and stiff competition

(mean=3.57) also contribute to a large extent erfdhtors that influence strategic collaboration.

The results also indicated the factors that only &¥a influence to some extent include partnering
for Stability (mean=3.43), learning and developmegmean=3.43), industry dynamics

(mean=3.39), resource sharing (mean=3.36), dembgréggnds (mean=3.32), Improve business
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performance (mean=3.25), survival (mean=3.32), synémean=3.18) and value alignment
(mean=3.07), interdependence (mean=3.07), influeetzl policies (mean=2.75) interpersonal
relationships (mean=2.71), strategic compatibilitpean=2.61). Some of the factors were
considered by respondents to have influence otegitacollaboration to a small extent. These
factors include cultural fit (mean=2.39), joint assment at (mean=2.32). All the factors were
considered to have some degree of influence ortegtea collaboration among the retail
supermarkets; none was considered to have no ndéuat all that is there was no response rated

as ‘no extent’.

Table 4.8 Factorsthat influence strategic collaboration

Factors that Influence Strate( Mean Std. Analysis N
Collaboration. Deviation

Resource sharing. 3.36 .826 28
Synergy. 3.18 1.124 28
Mutual benefit. 4.04 744 28
Learning and development 3.43 1.289 28
Continuous Improvement. 3.75 1.005 28
Joint assessment. 2.32 1.156 28
Competitive advantage. 3.68 A72 28
Survival. 3.32 1.467 28
Stability. 3.43 1.399 28
Efficiency. 3.68 1.416 28
Industry dynamics 3.39 1.423 28
Stiff competition. 3.57 1.451 28
Market power. 4.32 .905 28
Advanced technology. 3.54 1.201 28
Demographic trends. 3.32 1.124 28
Competitive advantage. 3.93 1.016 28
Pressure from consumer groups. 3.64 1.446 28
Strategic compatibility. 2.61 916 28
Value alignment. 3.07 .900 28
Cultural fit. 2.39 1.100 28
Interpersonal relationships. 2.71 1.084 28
Influence retail policies. 2.75 1.143 28
Interdependence. 3.07 1.120 28
Improve business performance. 3.25 1.378 28

Source: Survey data (2014)

33



The Principle component analysis (PCA) model wasius analyze the data in Table 4.9 below.
The PCA is a dimension reduction tool that is usectduce a large set of variables to a small set
that still contains variables in the large set.|[&ah9 below shows all the factors extractable from
the analysis along with their Eigen values, theger of variance attributable to each factor, and
the cumulative variance for each factor and thevipues factors. Five factors were considered
significant to be retained for the analysis witlyéfi values greater than one. These five factors
comprise of 83.7% of the cumulative variance aswshim the table 9 below. The'Tactor need

for market power accounts for 55% of the variariee,second mutual benefit, third competitive
advantage, fourth continuous improvement and #fffiiciency contribute 10%, 8%, 5.8% and

4.408% respectively.
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Table 49 Total variance explained- Factors that influence strategic
collaboration

Compo Initial Eigen values Extraction Sums of
nent Squared Loadings
Total % of Cumulative Total % of Cumulative
Variance % Variance %

1 13.226 55.110 55.110 13.226 55.110 55.110
2 2.409 10.036 65.146 2.409 10.036 65.146
3 2.012 8.382 73.528 2.012 8.382 73.528
4 1.406 5.857 79.385 1.406 5.857 79.385
5 1.058 4.408 83.792 1.058 4.408 83.792
6 .766 3.191 86.984

7 .586 2.443 89.427

8 461 1.921 91.347

9 413 1.722 93.069

10 .353 1.470 94.540

11 .286 1.193 95.733

12 244 1.018 96.750

13 175 .730 97.481

14 134 557 98.038

15 111 464 98.501

16 .090 373 98.875

17 .068 .283 99.158

18 .061 .253 99.410

19 .044 .182 99.592

20 .039 161 99.754

21 .025 104 99.858

22 .017 .072 99.930

23 .012 .050 99.980

24 .005 .020 100.00C

Source: Survey data (2014)
Extraction Method: Principal Component Analysis

The Scree plot Fig 4.1 below, is a graph of theeskigalues against all the factors. The graph is
useful for determining how many factors are siguaifit worth retaining. These are from factor 1-

5 as shown in table 13 above. These factors remresaket power (mean =4.32), mutual benefit
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(mean 4.04), competitive advantage (mean= 3.93)firmmous improvement (mean=3.75) and
operational efficiency (3.68) in order of their ded mean from table 11 above. Factor 6 which
is advanced technology has an Eigen value of less 1 so only the first five factors have been
retained. The curve starts to flatten between féetand 6. If a factor has low Eigen value, then it
is contributing little to the explanation of theriaces in the variables and may be ignored as

redundant with more important factors.

Figure4.1: Scree plot- Factorsthat influence strategic collabor ation
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4.5 Benefits of strategic collaboration among the retail supermarkets in

Nair obi

The researcher sought to establish the benefitgrafegic collaboration, Likert type questions
with statements were to be rated on a scale of (Mtere 1 =poor and 5=Excellent) by
respondents to indicate their extent of agreemerthe benefits of strategic collaboration. Listed
in the Table 4.10 here below the following werecadé®d as excellent benefits accrued from
collaboration. Improved flexibility (mean= 4.94mproved resource utilization (mean= 4.71),
and persuading retailers to give brand speciall@ysp(mean= 4.83). Other benefits that can be
achieved from strategic collaboration consideredy vgood by most respondents include,
relationship with suppliers (mean= 4.46), businedationship with customers (mean= 4.31),
Customer Loyalty (mean= 4.43), improved custonegvise (mean= 4.29), selling products and
services (mean=4.17), Improved quality (mean= 4.kbdjlding good reputation and experience
(mean=4.14), Engineering customer relations (medid) and relationship with government

(mean=3.71). Cost reduction (mean=3.71).

There were other factors that the respondents falsovere of average benefits to strategic
collaboration which included quick response to gem demand (mean=3.40), sales growth
(mean=3.40), testing ground for innovation (meaB4R.influence changes to retail regulation
(mean=3.34) and culture building (mean=3.17). Itviportant to note that none of the benefits to
strategic collaborations was rated low as poorevy ypoor. That is all factors were considered to

have some essential benefits.
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Table 4.10 Benefits of strategic collaborations

Benefits of Strategic Collaborations. Mean Std. Deviation Analysis N

Business relationship with customers  4.31 .631 35
Relationship with Suppliers. 4.46 .657 35
Relationship with Government. 3.71 .957 35
Engineering Customer relations. 411 .900 35
Selling Products & Services. 4.17 .857 35
Reputation experience. 4.14 1.115 35
Culture building. 3.17 1.317 35
Sales growth. 3.40 1.265 35
Influence changes to retail regulatior  3.26 1.197 35
Cost reduction 3.71 .789 35
Improved resource utilization. 4.71 4.974 35
Improved quality. 4.14 .692 35
Improved customer service. 4.29 1.045 35
Improved flexibility. 4.94 6.868 35
Customer loyalty. 4.43 .698 35
Special Brand display. 4.83 6.862 35
Testing ground for innovation. 3.34 .838 35
Quick response to change in demanc  3.40 1.090 35

Source: Survey data (2014)

Principle component analysis was used to summ#reéotal variance in Table 4.11 below so as
to extract the maximum variance from the varialgieen. This is a variance focused approach
seeking to reproduce both the total variable vaganith all the components. The six factors

with the cumulative variance of 80% were extraatad to their significance level.
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Table4.11 Total variance explained- Benefits of strategic collaborations.

Com- Initial Eigen values Extraction Sums of
ponent Squar ed L oadings
Total % of Cumulative Total % of Cumulative
Variance % Variance %
1 7.306 40.590 40.590 7.306 40.590 40.590
2 2.085 11.582 52.1720 2.085 11.582 52.172
3 1.528 8.487 60.659 1.528 8.487 60.659
4 1.271 7.064 67.7220 1.271 7.064 67.722
5 1.190 6.614 74.33 1.190 6.614 74.336
6 1.035 5.748 80.083 1.035 5.748 80.083
7 734 4.078 84.161
8 572 3.178 87.339
9 497 2.762 90.101
10 442 2.454 92.554
11 .369 2.049 94.603
12 .269 1.495 96.098
13 .180 .999 97.097
14 173 .959 98.056
15 127 .706 98.762
16 .103 572 99.334
17 .075 417 99.751]
18 .045 .249 100.000

Source: Survey data (2014)
Extraction Method: Principal Component Analysis

The significant factors to be retained includetda 1 to 6 as presented in Table 4.11 above
which contribute to a high percent of the varianggth Eigen values of greater than 1.
Cumulatively these factors account for 80% of thgances. These include, improved flexibility
(mean= 4.94) accounts for 40%, improved resourtizaiton (mean= 4.71) 11.5%, persuading
retailers to give brand special displays (mean3Ya® 8.4%, relationship with suppliers (mean=

4.46) at 7.064%, business relationship with custenfmean= 4.31) at 6.61% and Customer
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Loyalty (mean= 4.43) at 5.74%. The Scree plot diagrFig 4.2 below further illustrates

diagrammatically as the curve begins to flattefaetor 7.

Figure 4.2 Scree plot- Benefits of strategic collaboration

Scree Plot

5=

4

Eigenvalue

o

=
3
[}
I
h
o
-] =]
[=1)
w
=
[ )
=
i
=
]
=
[ )
—
.
=
h
=
o
=
-
=
=)

Component Number

4.6 Discussion of findings
Vision 2030 objective to attract and develop lafgemal retails through joint and standalone

domestic and foreign ventures is slowly coming ipkay. There are 13% of retail supermarkets
in Nairobi whose ownership is foreign based. Thisvident from the results of Table 4.2 above,;
it confirms the impending entries of internatiomatailers into the growing Kenyan market

(KNBS, 2014). This is also evident from Table 4.here the extent of collaboration with
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international retailers is rated 18% to some extent 13% to a small extent by the respondents
in this study. The vision 2030 also has one ofdtais areas for economic growth as wholesale
and retail because of the massive job opportunitieated by this sector. As shown in Table 4.5
above, 55% of the supermarkets have employed muaa €00 employees. Most of the

supermarkets have retail experience since mosheshthave been in operation for more than
10years. Table 4.3 above shows that 57.5% of therswarkets have been operating for more

than 10years.

The findings indicate that indeed strategic coltabion does exist among the retail supermarkets
in Nairobi. Table 4.6 above, extent of strategillatmration indicates that most supermarkets are
partnering with the large supermarkets to a lagterg, the Government to some extent and
small & medium supermarkets to a small extent. Bles is more on collaborating with the
suppliers probably because of the domineering fdwyaretailers over suppliers. Cardilhon et al
(2005) concluded that collaboration was only bepmrgcticed by some large supermarket in
China and with only the largest branded manufacsurdth systems capability. This is replicated
in our environment in Kenya as a developing counfrige strategic collaboration is more

prominent with the large supermarkets comparetiésall and medium supermarkets.

According to Kanter (1994), on the factors thatuahce strategic collaborations broad synergies
born only on paper would not be useful if membears bt make effort to know each other
personally that is interpersonal integration. HoareWrom this study, this factor only contributed
a small margin to some extent with a (mean =3). ®uwtors that had the greatest influence
include the need for market power, mutual benefitmtinuous improvement and increased

efficiency.
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The country may not be very attractive to the itwes due to factors that include difficult

business environment and low economic growth rdiastranslate to a longer waiting period for
returns on investment (PWC, 2014). The respondexsessed their frustration at the length of
time it takes to get approvals from the authorit@svernments at both local level and National
level can affect businesses through its laws, @siand authority. Firms therefore establish good
relationships with Government to obtain competitagvantages (Ford, 2003). The findings
indicate that there exists a level of engagemettt thie Government in strategic collaboration;
however, it is not clear from the study the arezalfaboration whether the retail supermarkets

are partnering with the Government as supplierstorners or in policy making.

The benefits of strategic collaboration are immense the most important being building
strategic business relationships crucial for effecand operational efficiency of the company,
(Yu et al, 2005). This study too has revealed tthe# most valued benefits to strategic
collaboration among the retail supermarkets includproved flexibility, improved resource
utilization, persuading retailers to give speciahrid displays thereby increasing sales and
building relationships with customers and suppliétaderstanding business relationships with

key stakeholders is crucial to developing operaiatrategies to improve business performance.
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CHAPTER FIVE: SUMMARY, CONCLUS ON AND RECCOMMENDATIONS

5.1 Introduction

This chapter aims to present the summary of firglingpnclusion based on the findings,
recommendations to the stakeholders based on tignds, the study limitations and the

suggestions for further research.

5.2 Summary of findings

The research was aimed at establishing the extestrategic collaboration among the retail
supermarkets in Nairobi. In addition, it also sauighestablish the factors that influence strategic
collaborations among the retail supermarkets. {astl sought to establish the benefits of
engaging in strategic collaboration among the rstgpermarkets. The research was carried out
through use of structured questionnaires which vildesl and returned by the respondents. A
total of 40 out of the 63 questionnaires distribueere returned duly completed. This response

rate of about 63 per cent was fair enough.

The retail sector ownership is mainly family bussieThe study findings show that there exist
strategic collaborations among the retail superetarkvith most of them collaborating with

suppliers, the large supermarkets and the Governribere was very little or no collaboration

with the small supermarkets. The factors that grited strategic collaborations in the retalil
supermarkets sector were found to be mainly neednérket power and mutual benefit as the
main influencers on strategic collaboration to egéaextent with a mean of 4.32 and 4.04
respectively. Competitive advantage, continuousraw@ment, efficiency, advanced technology,

pressure from consumer groups and stiff competiéitso contribute to a large extent on the
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factors that influence strategic collaboration. isTéould be as a result of wanting standardized
services and products across the supermarketdharmbsts involved in standardization. Coupled
with the litigation that may occur thereof and aamgr sensitization by these consumer groups

may have led this factor to top the list.

The benefits of strategic collaboration among #tair supermarkets were found to be improved
flexibility, improved resource utilization and paeegling retailers to give special displays are
excellent benefits accrued for collaborating pagnBuilding good relationships with customers,
customer loyalty and retention were also ratedlifigh benefit of strategic collaboration. From
the open questions, many supermarkets highliglitadthere was need for the approval process
to be hastened as it took too long to get busiappsoval. The other issue that also came up was

the biased application of the law which needs tadied fairly to all players.

5.3 Conclusion

Following the study findings, it is possible to ctude that most supermarkets in Nairobi are
mainly family businesses. International retailers slowly infiltrating the market but still to a

very small extent. This is true from the ownerstgia obtained from the study. There exists
strategic collaboration among the retail supermarked with suppliers and Government to a
large extent. The factors that influence strategitaboration have most of them having a mean
greater than 3, which means the respondents ackdged that the factors actually do have an
influence on strategic collaborations. Market pgwMdutual benefit and competitive advantage

were described among the factors that entice thermarkets to collaborate to a large extent.

It can also be concluded that Supermarkets thake veergaging in strategic collaboration
experience benefits such as improved flexibilitgproved resource utilization due to reciprocity
in the partnerships. Creating good relationshigh wiistomers and suppliers are among the most
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excellent benefits that are derived from the sgiateollaboration accounting for 80% variance as
shown in Table 17. This is so because networksfostiperiority due to size, collaborating
partners whether small or big will only do so iethenefit is mutual, that is win win situation.
Due to the other factors like efficiency and costluction, which are big contributors to

competitiveness, competitive advantage automagib@tomes a significant benefit.

5.4 Recommendations

It was important to understand if the strategidadmrations as a strategy had been adopted in
Kenya amongst the retail supermarkets. This israa that if well managed can yield benefits
from sales growth, building relationships, openadioefficiencies that in turn have a positive
effect on the company’s business performance.ifthportant that the small supermarkets find a
way and means of partnering more in strategic lboHlations for economies of scale, sharing
knowledge and tecnologies. They should find a nitia¢ will attract the large supermarkets to
partner with them however small they may be.

The authorities also need to improve on the appronaresses which many respondents felt that
it was taking too long to obtain business approvBiie need to reduce dominance by a few was
also highlighted and lastly the need for equal efymities and fairness in resolving competition

issues.

5.5 Limitation of the study

The study was carried out in Nairobi being the tpcity f Kenya. It was considered
representative of the Kenyan population howevetaiolng samples from supermarkets in each
county would have yielded more external validity ttee findings. However, due to time

constraints and cost implications, it was not guedio obtain larger countrywide samples.

45



The studies had targeted the general managerg oftious supermarkets as respondents, due to
their busy schedules were hardly available andgdétel the completion of the questionnaire to
junior members of staff. The drop and pick mettadsb did not allow for guiding of the
respondents and some respondents only attemptedopdhe questions and left others un

attempted.

5.6 Suggestionsfor further Research

The area of strategic collaboration is wide and yniawternational retailers are embracing this
strategy. Further research should therefore beedaout to establish why the supermarkets are
not embracing this strategy to a very large exéspiecially collaboration between the small and
small supermarkets. Research should also be cavtietb establish whether the collaboration
taking place to a large extent between the largeersoarkets is because of the family ties
between the supermarkets and hence facilitatirgrpetsonal relationships for these groups of

supermarkets.

Lastly, the relationship between strategic collation and the increase in profits and sales
growth ought to be investigated so as to entice dhpermarkets who are still averse to

collaborating with competitors particularly the shaad medium supermarkets.
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APPENDIX 1: LETTER OF INTRODUCTION

Hellen Onyango,

C/0O University of Nairobi.

Faculty of Commerce,

P.0.BOX 30197-00100, Nairobi.

Kenya.

TO WHOM IT MAY CONCERN

Dear Sir/Madam,

RE: REQUEST TO CONDUCT A RESEARCH STUDY

| am a student in the School of Business, university of Nairobi. | intend carry out a research entitled,
strategic collaborations, in the Retail supermarkets in Nairobi Kenya’. This is in partial fulfillment of the

requirement for the award of MBA.

Consequently, your institution has been selected for this study. | therefore seek your approval to grant

authority for interviewing and collecting data from respondents regarding the subject.

The information and Data to be gathered is purely for academic research purpose and shall be treated

with strict confidentiality. Your positive cooperation will be highly appreciated.
Thanking you in advance.

Yours Truly

Hellen Onyango

MBA Student Supervisor.
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APPENDIX 11: QUESTIONAIRE

SECTION A : GENERAL INFORMATION

(Kindly (v) asappropriateor fill in your responsein the space provided).

1. Designation

2. Name of Company

3. Date:

4. Highest level of Education attained.
O’ levels (]
College Diploma []
Bachelors Degree []
Post Graduate Degree (]

5. How would you describe the organization Ownership:

Family Owned (]
Local Company. (]
International (]

6.How many years has the supermarket been in opefatio
Less than 5yrs[ ] 5-10yrs [ ] 11-25yrs[ ] >25yrs [ ]

7.How many outlets/branches do you currently have?

8. What is the total numbers of employees in youanization?

<50 [ ] >50<100 [ ] >100<250 [ ] >250 [ ]
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SECTION B

i) Extent of Strategic Collaboration
Please indicate with a tick the extent to which gguee with the following statements.

Key:
1=No extent 2=small extent 3=some extent 4=Larder#6=Very large extent.

(Tick as appropriate)

1. In your view, who are the main partner firms wittuy organization?

Ratio Scale

Collaborating partners
1 2 3 4 5

Suppliers

Large supermarkets

Small and medium supermarkéts

International retailers

Government

Others

(@11 (=T S O00] 101 121=] 11 5T
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ii Factorsthat influence Strategic Collaborations

2. In your view, which of the following are the maieasons for cooperation with other
stake holders in your organization?
1=No extent 2=small extent 3=some extent 4=Larderd®X6=Very large extent.

(Tick as appropriate)

Ratio Scale

Item
1 2 3 4 5

Resource sharing

Synergy

Mutual benefit/Reciprocity

Learning and Improvement

Continuous development

Joint assessment

Competitive advantage

Survival

Stability

Efficiency

Industry dynamics

Stiff competition

Market power

Advanced Technology

Demographic trends
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Ratio Scale

Item

3

Pressure from consum
groups.

Strategic compatibility.

Value alignment.

Cultural fit.

Interpersonal relationships

Influence retail policies

Interdependence

Improve busines
performance.
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iii Benefits of strategic collaboration among Retail Super mar ketsin Nair obi

3. Please assess the benefits of partnering with stiakeholders in carrying out joint business

activities.Following aspects on a scale of 5-1 elters excellent and 1 very poor.

1=Very poor 2=Poor 3=Good 4= Very Good 5=Excellent
(Tick as appropriate)

Ratio Scale

Iltem
1 2 3 4 5

Business relationship  wit
customers.

Relationships with suppliers

Relationship with
Government

Engineering customs
relations

Selling products and service

Reputations experience.

Culture building

Sales growth.

Influence changes to retd
regulations
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Ratio Scale

Iltem
1 2 3 4 5

Cost reduction-overhead
cost.

Improved resource utilizatio

Improved quality

Improved customer service.

Improved Flexibility

Giving consumers extra
reason to stay loyal to the
brand

Persuading retailers to give
brand special displays

Testing ground for
innovation

Respond quickly to change
demand

*Thank you for your Participation*
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APPENDIX I1I: LIST OF SUPERMARKETSIN NAIROBI

No Super market Name No. L ocation
1] Acacia Supermarket Factory Street
2] Aflose Supermarket Lt Rabai/Gaturo Rd JunctiorryBuru Ph 5
3| African Grocers Ltd. 1 Pan African Insurance Arcade Gr. FlIr,
Arwing Kodhek Road
4] Amana Supermarket 1 12" Street
5]Anal Supermarket 1
6] Alves Distributors 1 Pangani Shoping centre, Gr Eloo
7]Banshi Supermarket 1 |Jambo Plaza 3
st
floor, 3
rd
Parkland Av
8| Betccam Savers 1 Kahawa West
9| Broadway supermarkef 1 Thika Road
10 Buru Buru Mini Market 1 Wab Hotel building, Mumi&oad
11} Basabra Supermarket 1 |3ambo plaza,"3Floor,Parklands Avenue.
Bei Poa Supermarket 1 Waiyaki way.
13} Cash and carry limited 1 Off Mombasa Road
14] Centaline Supermarkdt 1 [2" Avenue , 2°
Street Eastleigh
15 Centaling Supermarkgt 1
Chandarana 8
16 Mobile Plaza Building, Thika H. W
17 Ngara Road
18 Yaya
19 Masari Road
20 Diamond Plaza
21 Muthaiga.
22 ABC Place
23 Enterprise Road.

|

Lavington
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No Supermarket Name No. L ocation
25 Clean Way Limited 1 Valley Arcade, Gitanga Road
Cleanshelf
26 1 Kahawa West.
27 1 Kiambu Road.
28| Continental 1 ABC Place, Waiyaki Way
29| Country Mattresses 1 Manan Building, Gr. FIr., Tom Mboya
Limited St
30| Deepak Cash and 1 Ole Shaparava Avenue
Carry Lt
31jDefence Forces Cantg 1 Juja Road Eastleigh
Organization Limited
32| Eagles Supermarket Wab Hotel Complex, MumiastSRoad.
33| Eastleigh Mattresses It Lokitaung Road
34 Munshira 1 Munshra Mansions, Mufangano
St
35 Ebrahim and Company 1 Wazir House Moi Avenue
36| Esajo Supermarket Githurai off Thika Road
37| Fairdeal Shop and Sa Rahmutulia Trust BL.Tom Mboya St
38| Fairlane Supermarket; Fairlane Hs, Gr FIr, Mbaghathi Rd
39 Foodies Ngong road
Supermarket
40 Galmart Supermarket Behind New Garissa lodge,1
st
Eastleigh Av
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No Supermarket Name No. L ocation
41} Goodfare Store City Market Muindi Mbingu St
42} Guestcare Ideal Homdgs Section lll
43 Happy Valley Neghbors Bld, Kahawa Sukari, off
Supermarket Thika Rd

44 Home Choice

Bhavesh Building, after Fig Tree Ht

45 Jack and Jill Haile Selassie Avenue

46 Jack and Jill Race Cource Road

471 Janamu Supermarket

48 Jawa’s Supermarket Lk Park Place Magadi

Road

49 Jeska Supermarket 1 Benrose House, Kangundo Rd

50| Jey Supermarket

51} Jopampa Provision 1 Muhini House,Grd FIr, Muchumbi
Stores Road

52y Joster Mini Market 1 General Warungi Street

53 Juja Road Fancy Storg¢ 1 Pangani

54K and A 1 Caxton house, Koinange street
Self Selection Store |t.

55 Kaaga Mini Market 1

56| Kaka Self Service 1

57| Karen Supermarket

58 Kalumos Trading Wanja Hs, Moi Drv off Kangundo

59 Kaymamunguba

60 Kenton Supermarket Kawangware Shopping Centre

61 Marketways Limited 1 Gitanga Road

62

Master supermarket

63

Mathai supermarket

64| Mensora supermarket

Mumias South Road
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No Supermarket Name No. L ocation
Metro Cash and Carry 2
66 Corner of Mbsa Rd, off Airp. N. Rd.
67| Off Obote Rd.
68 Midas Touch 1 Vumira Hs, South B Shopping Centre,
Limited Daidi/Shirazi Road
69 Mulika Mini Market 1 Off Thika Road
70 Mustard Supermarket Mj. Kinyanjui St off 1
st
Eastleigh Av
71 Muthaiga Mini Market 1 Limuru Road
Naivas Supermarkets 6
72 Kasarani/ mwiki Rd
73 Komarock/ Kayore Road
74 Biashara Street
75 Mombasa Road
76 Kitengela.
77 Ronald Ngara Street
78 Nakumatt Holdings 13 Behind Panari Sky Center, Rd c, off
Limited. Enterprise road
79 Village Market, Limuru Rd.
80 Ronald Ngala, Ngala Street.
81 Embakasi Airport North road.
82 Ngong Road branch.Prestige plaza.
83 Karen Branch.
84 Karen Mall, Lang’ata Road
85 Moi Avenue.
86 Haile Selassie Ave
87 Galleria Mall , Langata Road.
88 Junction Mall.
89 Nakumatt Lifestyle branch.
90 Express branch.
91 Highridge Bldg. &' Parklands
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No Supermarket Name No. L ocation
92] Neibas supermarket 1
93] New Westlands Store 1 Waiyaki Way
94 Parklands Price 1 Parklands Road
Rite Lt.
95 Portway Store Limited 1 Uhuru Highway

9¢| Rikana Supermarkets Off Outering Road

9g| Safeway Hypermarket Buru Buru Shop.Centre, Safeway Hs

"2

Mumias Rd
97| Satellite Supermarket 1
98 South C. Supermarket 1
99 Stop & Shop 1 Pangani Shopping Cen, Pangani
10gStagen 1 Umoja East

Enterprise Limited

10]] Superbgains Cash angl

102 Tesco Corporation

103 Trolleys and Baskets Kasuku Centre

104 Tumaini Supermarket Airport View Estate, AirpNrtRd

Tusky Mattresses 11
105 Accra Road
104 Adams Arcade, Ngong Road
107 Dagaruando BId,Gr FIr,Tom Mboya St
108 Mombasa Road
109 Muindi Mbingu Street
110 Mumias South Road
113 Opposite KBS,Mfangano/Hakati Rd
112 OTC Building, Ronald Ngala Street
113 Pioneer
114 Ronald Ngala

Street

115 Tmall Lan’gata Road
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No Supermarket Name No. L ocation
Uchumi Supermarkets 14
116 Adams Arcade, Ngong Road
117 Buru Buru
118 City Square
119 Jipange, Thika Road
120 Jogoo Road
121 Koinange/Monravia Street
122 Lan’gata Hyper
123 Mombasa Road
124 Nairobi
West
125 Ngong Hyper Ngong Road
126 Sarit Hyper Westlands
127 Taj Mall, North Airport Road
128 Westlands
129 Yarrow Rd, off Nanyuki Rd ind. A
Ukwala Supermarkets 2
130 City Stad., Lusaka Rd/ Factory St
131 Ronald Ngala Sreet.
13 Uncle Jim’s 1|Huruma shopping centre
133Vantage Supermarket Ltd. Ruaraka/Garden Estate Road
134 Westlands General store Mpaka road.

Source: www.yellowpageskenya.com (2014)
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