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ABSTRACT

The objective of this study was to determine factors affecting the competitiveness of
Deposit Taking SACCOs (DTSs). Specifically, this study sought to examine the
effect of corporate governance, performance measurement systems adopted, SASRA
regulation and staff training on the competitiveness of DTSs. The study was
anchored on four theories: Porter's diamond model, balanced scorecard model
resource-based view theory and agency theory. A descriptive research design
adopted and a census survey was done since the target population was the D
Embu County licensed by SASRA by the end of December 2014 and all
DTSs that met this criterion participated. Primary data was collecte

respondents using semi-structured questionnaires along with five focus g

discussions using interview guides and which 35 elected officials ated.
Qualitative data from the questionnaires was quantized, which ative
data analysis using SPSS and Excel and presentation ugst gges and
frequencies in tables and charts. Qualitative data from foc guSSions was
also analyzed and the result used to confirm, collaborat igate quantitative
data. On corporate governance, board size and the duali f the CEO were

found to have no adverse effect on competitiveness as
affected the competitiveness of deposit-taki CCOs. The findings further
ures than non-financial in
their performance measurement systems ioR, ‘the DTSs applied more of
internal business processes related meas lowed by financial and then the
customer, with the learning and th perspectives having the least, though
expected to be the ‘engine’ for compet s. Staff competence in performance
measurement, top leadership sypport and inadequate ICT infrastructure including a
fully functional manageme ion system for real-time information were
found to be major factors affecting/ DTSs competitiveness. Regarding SASRA
regulations, the stud d out that there were regulations that affected DTS’s
these were the regulations on licensing, capital
aXimum levels of cash management, opening a branch,
operating an_agenc inter-SACCO borrowing. The study recommends that
SASRA as t ulatory authority should revise the regulations, especially the
provisioasgrela the composition of the board. The authority should consider
also theynegd to\apply some of the regulations by size and area of DTS operation.
Further, the regulator should look at the SACCOs inter-lending provisions with a
iew to commng up with a mechanism to establish by law, a Central Liquidity Facility
enable inter-lending among DTSs. The study also recommends that the top
agement of the DTSs should fully embrace or adopt the concept of performance
management to enable the DTSs to exploit the unique hidden potential availed by
ntangible assets.
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CHAPTER ONE
INTRODUCTION

This chapter presents the background of the study, starting with a brief introduction

on the concept of competitiveness followed by a general perspective of Deposit
Taking Savings and Credit Co-operative Societies (DTSs). It also presents
statement of the problem, objectives of the study and research questions. Fin &
chapter provides the significance, scope, definitions of significant jerms, and

limitations of the study.

1.1 Background of the Study %

Competitiveness has become an important subject for pusiness se of the highly

dynamic environment they operate in. Econ isation, technological
changes, new regulations and globalisation has\i singly compelled business

or survival (Yokoi-Arai &

Yoshino, 2006). This is particularly dkue fownfirms in developing countries where

competitiveness can allow firmsyto ove the limitations of their small home

markets in order to achieve t% wnum potential (Liargovas & Skandalis, 2010).
In the financial sector,¢practical effective competitiveness continues to be
promoted not only in but also in a region or bloc because it results in

innovativeness, €fficient \and effective production and delivery of high-quality

financial ser Clagsséns, 2009; Yokoi-Arai & Yoshino, 2006).

of sompetitiveness is multidimensional and is viewed from different
vels of aggregation. Yokoi-Arai and Yoshino (2006) assess competitiveness in

rms of two dimensions such as at the national level and enterprise level, while
DoRatd (1995) understands competitiveness in three levels; firm level, industry and

vel and the nation level. Markovics (2005), adds that the phenomenon of global
competition has resulted to regional or bloc positioning hence nations coming
together to form an additional level of competitiveness. In seeking to differentiate the

meaning at the various levels, Markovics defines competitiveness as the commitment



in market competition in case of companies in different industries and success in

international competition in case of countries and regions.

The focus of this study was on competitiveness at the firm level. Depperu and

Cerrato (2005), defines competitiveness as “firm’s ability to design, produce and

market products superior to those offered by competitors™ (p.4). Attila (2008) te
competitiveness as the capability of a firm to sustainably meet customer ne

profit by offering goods and services which customers value higher &oz

offered by other players in the same market. Altomonte, Navaretl%o,

Ottaviano (2011) view competitiveness as the ability of a forei m i given

country to mobilise and efficiently employ the productive reséurees

ujred to offer
goods and services. Cetindamar and Kilitcioglu (2013)N\addthat £ompetitiveness
implies that a firm can compete in a specific mark easing its market share
and entering international markets for sustai owth and profitability. This
dissertation focused on the competitivene itTaking Savings and Credit
Societies (DTSs), therefore part of finapcial tions which seek to transform their
competitiveness from focusing on ach
(‘Yokoi-Arai &Yoshino, 2006)\.
nd Yo

According to Yokoi-Ardi a shino (2006), the financial sector has become a
truly knowledge-based\, se sector in which innovation and comparative

advantage determi fi

ing quantitative to qualitative superiority

s survival. The sector is characterised by high level of

competition a tor players must strive to discover their strengths, weaknesses,
oppor and threats in order to choose the appropriate strategies and develop
expertise key strategic areas to remain competitive. In this case, firm

competitiveness is based on three key pillars, namely: competitive outcome or
® . . I
pegformance, firm resources and the managerial processes and capabilities

Cetindamar & Kilitcioglu, 2013).

In Kenya, major players in the financial sector are the mainstream commercial banks,
micro-finance institutions (MFIs) and Savings and Credit Cooperative Societies
(SACCO’s) which the World Council of Credit Unions (WOCCU) refer to as credit

2



unions. These SACCOS are member-owned, not-for-profit financial cooperatives
that provide savings, credit and other financial services to their members. Their
membership is based on a common bond which is a linkage shared by savers and
borrowers who belong to a specific community, organisation, religion or place of
employment. They are understood to pool their members' savings,deposits and share

to finance their own loan portfolios rather than relying on outside capital. Furtifer,

SACCOs are known to improve their members’ financial positions by ing

possible for the members to access credit using their deposits an of
guarantors as opposed to using of assets as collaterals which on
practices for other financial institutions (SASRA, 2014). ge for
SACCOs over other financial institutions is their geo@kaphi read. They
effectively reach out to the poor segment of the society throug office services
which are opened even at village levels. ThisgproxXimigy is one of SACCOs’

positioning strategy towards competing with” ®ther§financial institutions. Other

strategies lie in their ability to reach out tg/C eas that may not be attractive
to banks and advance loans at lo es and better repayment terms

compared to other financial providers.

According to World Councmof redit Unions [WOCCU], (2014) the world has
about 57,000 credit ugions,i countries with a total membership of 217 million
ount for $1.5 trillion in Savings & Shares and $1.2
whole accounts for 20,422, $18.8 million, $5 billion and

trillion in Loans. A

$6 billion_as er of credit unions, members, savings & shares and loans
respe . Kehya accounts for 4,965, 5 million, $3 billion and $4 billion as the
umber of it unions, members, savings & shares and loans respectively. Kenyan

CCQ, subsector remains as the largest and most vibrant cooperative financial
instigution in Africa and is ranked at position 11 in the world (Sacco Societies
egulatory Authority [SASRA], 2014). According to the Ministry of
Industrialization and Enterprise Development, which is responsible for the
development of cooperatives in the country, SACCOs account for 35% of the total

national savings while the subsector contributes about 17% to the GDP (Financial



Sector Regulators Forum, 2013). These features have seen the SACCO subsector
being identified as a key mobilizer for savings in the country by the Vision 2030.
The sub-sector is able to create a vibrant and globally competitive financial sector in
Kenya with employment opportunities. The country also recognises that with over 5
million people directly depending on SACCOs for their financial needs, there is

need for adequate capacity to enable them to compete in the financial market.

In Kenya, SACCOs are categorised into four sub-groups. These categogies Mclude

SACCOs for salaried people, community-based, those that belong to imformal

Non-deposit SACCOs’ business is limited to bilization of deposits (non-
On' the other hand, the DTSs

deposits where the former may

withdrawable) for purposes of lending to
undertake both withdrawable and non-with
be used as collateral and are not refundagle unless on withdrawal from membership
while the latter is accessible By the members at any time. The specific services
offered by the DTSs inclu& the mainstream business of members saving and

provision of credit, p ion of, basic banking services such as demand deposits,

channels for quasi-banking services like use of
automated teller ma TM). Kenya had 181 licensed and operational deposit-
taking SACC end of 2014, all which could be considered as new entrants
in th et given that they were first licensed by Sacco Societies Regulatory

Authority RA) in 2010.

INKe %, a nearly free market condition has brought about increased competition in
he financial sector as all the players target similar markets and clients and offer
similar financial products and services. According to Maina (2011), DTSs have
recognised the need to improve their competitiveness. Identifying factors that affect
their competitiveness in the financial sector is, therefore, crucial in informing

strategy implementation to ensure DTS’s remain afloat and relevant.
4



1.2 Problem Statement

The SACCO subsector in Kenya remains the largest and most vibrant cooperative

financial institution in Africa and is ranked at position 11 in the world (SASRA,

2014). The importance of the SACCOs in the national economy is demonstrated by

its significant contribution to the realisation of economic pillar of Vision 2030

well nation’s Nation’s Gross Domestic Product, averaging 17% p.a (Kivevo

Olweny, 2014). Further, out of the 19 million Kenyan adult population %e
served by SACCOS while commercial banks and MFIs share 22.

2010).

DTSs, in particular, are important sources of affor ngidl capital for
businesses, farming, building family homes, meeting, hospital s and educating
ya,

children (www.woccu.org/about/creditunion). |

a,

Ss operate in a very

competitive financial market that comprises of 41 mainStseam commercial banks and
ehya [CBK], 2015). The players in this

nd offer’similar products. Both researchers

micro-finance institutions (Central Bank
financial market target the same clie
and practitioners have noted th Ss’ busifiess in this highly competitive sector is
threatened, even with their\( transform from the traditional practices to
modern business appr es and operations (Maina, 2011). Njenga, Kiragu, and
Opiyo (2015) opines that S s have continuously been losing their market share

to other financial praviders. The regulatory authority, SASRA, continues to revoke

licenses for s the DTSs due to non-compliance issues and poor performance.
Curre ere\are 177 licensed DTSs down from 181 in 2014 meaning a total of
nine D have had their licenses withdrawn within one year

(http://www.sasra.go.ke/). This has put to risk the interest of member deposits and
°

cial sustainability of the deposit-taking business. It is feared that the collapse of

TSs in Kenya can cause negative and significant effects in the entire financial

sector and the economy due to the large market share they have in the country
(Kivuvo & Olweny, 2014).



Despite this awareness and glaring evidence that members deposits were at risk, no
one has attempted to determine factors affecting the competitiveness of DTSs. The
researcher also notes that, not only has there been scarce literature on cooperatives in
general, and DTSs in particular, past studies on competitiveness only focused more
at the macro level yet competitiveness is a microeconomic concept (Altomonte et al.
2011; Cetindamar & Kilitcioglu, 2013; Fontagné & Santoni, 2014).

It is based on this background that this research study was carried out tg,de ine
factors affecting DTSs’ competitiveness. The essence of this research efore
to answer the key question; what factors affect the competitivenes Q D)TSSwEmbu

County, Kenya?

1.3 Objectives of the Study Q

The study was guided by a general and specific object

1.3.1 General Objective
To determine factors affecting the comp
1.3.2 Specific Objectiv

itiveness of DTSs in Embu County, Kenya.

i)  To identify corporate &ver ange practices affecting the competitiveness of
DTSs in Embu County.

i)  To investigate hovntheJadopted performance measurement systems affect the
competitiveness of s in Embu County.

|||) To_exa SASRA regulations affect the competitiveness of DTSs in

tablish the staff training and development issues that affect the
mpet@veness of DTSs in Embu County.
1.3.3 Research Questions
How does corporate governance practices affect the competitiveness of DTSs in
Embu County?
i) How do the adopted performance measurement systems affect the

competitiveness of DTSs in Embu County?



iii)  How does SASRA regulations affect the competitiveness of DTSs in Embu
County?

iv) What are the staff training and development issues affecting the
competitiveness of DTSs in Embu County?

1.4 Significance of the Study

The focus of this study was to determine factors affecting the competiti SS 0

DTSs. It was expected that the research findings will be useful in inf@rmi

managers and board of directors in making decisions can ._enhance

competitiveness. This is to inform DTSs managers on the &ppropil actors to
trategies

consider during the implementation of organisatio towards
competitiveness.

The findings of the study were also expectéd\to useful to the Ministry of

Industrialization and Enterprise Develo , policy makers and other

stakeholders as they provided useful dfhformationyon competitive strategies adopted

by DTSs and provide the required inegatwes and policies since the SACCO
subsector is a high contribuq conomy. Further, the findings might also be

useful in formulating pelicies b relevant government agencies not only to

enhance DTSs competitiv the financial sector but also to build confidence in

the sector that th on campetition.

This study wa: pected to contribute to the body of knowledge on factors that
affect competitiveness. In addition, it was expected to motivate scholars and
ore stu to conduct further studies not only on competitiveness and

operatives but also in other business fields normally subjected to private equity
companies only. Noted from literature is that the cooperative sector has not been

onsidered a keen area of interest by many scholars.



1.5 Scope of the Study

The focus of this study was to determine factors affecting the competitiveness of
DTSs in Embu County, Kenya. Embu County has five deposit taking SACCOs with
four owned by farmers as shareholders while the other is for teachers as the
shareholders (SASRA, 2014). The DTSs included: Nawiri and Winas

headquarter offices in Embu town, Daima and Gastameco with their headquarter

Manyatta and County Sacco based at Kanja market center. x
Evident from literature is that there are various factors affectifigy the  effective
competitiveness of firms and DTSs in particular. This study ehly on a few

selected factors namely corporate governance, performagce“meas ent, SASRA

regulation and staff training to allow a more in-deptif, study of gach of the factors.

Targeted for the survey were all the 61 employ igncddmanagerial duties and

responsibilities and 35 elected officials in the fi Elected officials were the

the DTS. The map below shows the s

A

Embu County location on Kenyan map Map of Embu County

P

U red

Mombasa
L2

T Mo aata ©2013 Google -

Figure 1. 1: Map of the Study Area
Source: https://www.google.com/search?g=map+of+embu+county
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1.6 Definition of Significant Terms

Deposit Taking SACCO: A financial institution under the savings and credit
cooperative societies sub-sector licensed by SASRA to, in addition to the normal

SACCO business also engage in deposit taking from members.

Competitiveness: A situation where, in the eyes of the customers, an organisati
able to deliver a better value when compared with its competitors and in t
its shareholder it is able to provide a satisfactory return on investment{in the shest,

medium and long terms (Feurer & Chaharbagh,1994).

Performance measurement: the process of quantifyi efficiency and
effectiveness of action (Neely, 1994).

Performance Measurement System: the set of metsics used to quantify both the

efficiency and effectiveness of actions (Ne

Training: Any learning activity whi d’towards the acquisition of specific

knowledge and skills for the pu s of all"6€cupation or task (Cole, 2002).

SASRA Regulations:

licensing requireme

fers to five aspects of the regulations, namely (a)

capital adequacy, (c) liquidity, asset and liability

management (d) it management and (e) investment policy.
1.7 Limitation Study
The studyaimed to administer questionnaires so as to enhance the rate of returned

esponses from the respondents. While the study concentrated on the organisation, a
challe g;e was foreseen in securing the employees precious time considering their
usy working schedules. Proper arrangements were made with employees to avail
themselves for the study off-time hours as well as motivating the employees by

informing them on the value of the study.



CHAPTER TWO
LITERATURE REVIEW
2.1 Introduction

This chapter reviewed the literature relating to firm’s competitiveness specifically
competitiveness of DTSs. It contains the theoretical foundation of firm’s
competitiveness, competitiveness and its measures in DTSs and a review
empirical studies on factors that affect financial firm competitiveness. The chépter
also presents the conceptual framework of the study based on the literature £8uiew t
test the independent variables and dependent variables.

2.2 Theoretical Review

The theoretical framework represents a map that hold S theory
underpinning the knowledge base of the phenomena ungde clair, 2007).
Theory helps make sense of complex situations by ditecting attéption to key issues
, & in, 2009). Numerous

Wm petitiveness with the aim

and by guiding methods of analysis (Zikmund

theories or models have been proposed regarding
of providing guidance in explaining e firms achieve their goals more
efficiently and effectively than their petitqrs.” This study was anchored on four
theories; Porter's diamond modefsbalancé@Scorecard model, resource-based view

theory and agency theory. \

2.2.1 The Porter's Di@m Madel
Porter introducesg@ modsl that explains the fundamental factors that lead to some

nations beingymore tive than others as well as some industries within nations

being mare ¢ e than others (Porter, 1998). The Porter's diamond model
(Figu is & dynamic system in which firm strategy, structure and rivalry,
emand coReition, related and supporting industries and factor conditions are
interlinked, interact, and reinforce each other to provide a competitive advantage to a
firmp” Figure 2.2 also shows two more determinants of firm competitiveness;

overnment and chance. The two are recognised as they are necessary to make the
model holistic. Government is seen as having the capacity to foster advantages at a
national level since it can formulate appropriate policies that can promote the growth
of industries to strong competitive position (Porter, 1998).
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Mehrizi and Pakneiat (2008) consider chance as the unforeseen external factors
which may influence performance either positively or negatively. They include

political decisions, economic, social, technological and ecological inter alia.

Firm strategy, structure

and rivalry
K\ y

~ ~
“~§ N
~< ~
=<4 ~
~<>
~~
I~
N T~

b .
Factor conditions | —> Demand conditions

Related and supporting
industries

Figure 2.2: Porter Diamond Model y
Source: Porter (1990)

Porter introduces a model that explainSythe fundamental factors that lead to some
nations being more competitivefthan others as well as some industries within nations

being more competitive thaNt ers (Porter, 1998). The Porter's diamond model

(Figure 2.2) is a dynamic system in which firm strategy, structure and rivalry,
supporting industries and factor conditions are

interlinked, interact,'amd reinforce each other to provide a competitive advantage to a

firm. Figure shows two more determinants of firm competitiveness;
gover and ‘ghance which are both recognised as they are necessary to make the
model holiStic. Governments can foster advantages at a national level formulating

propr@te policies that promote the growth of industries to strong competitive
poSigion (Porter, 1998). Mehrizi and Pakneiat (2008) consider chance as the
nforeseen external factors which may influence performance either positively or
negatively. They include political decisions, economic, social, technological and
ecological inter alia. The factor conditions in the model go beyond the factors of
production (land, capital, natural resources, and labour) which mainly offer the initial

competitive advantage. According to Porter (1990), the most important factors of
11



production are those that involves sustained and heavy investment, scarce, difficult
to imitate and are more specialised. Further, factors that are not inherited but created,
meaning that nations or even firms may succeed in industries where they are
predominantly good at factor creation. They include human, physical, knowledge,
capital and Infrastructural resources. Porter emphasises on human and knowledg
resources as the key factors likely to offer a competitive advantage faster tha
others. According to Mehrizi and Pakneiat (2008), competitive advantage caa(also
created through the efficient and effective usage of these factors instead tingwew
ones. In the financial industry, human, physical, knowledge, and financ sources

are key determining factors for competitiveness (Doyran, 2013)

Demand conditions refer to the nature of home market®demand far products and

services from any given industry (Porter, 1990). IRg to” the model, home

demand informs the emerging consumer neéds “and compels firms to attain
competitive advantage through innovation
market (Kuah & Day, 2005). Home demaqd

f th@ competitive advantage; construction

high-quality needs in the
dition is summarised into three
landscapes that determine the attainme
of the domestic market, anticipatory consumer needs and sophisticated and
demanding consumers (Bakan\& Dogan, 2012).

The presence or absense i nation of related industries and support industries

which interact with"the target sector is a basic factor for competitiveness (Mehrizi &
Pakneiat, 200 he financial sector, related and supporting industries include the
main of\ credit, for instance, the mainstream commercial banks in Kenyan
case. Therg, are alternative sources of funds such as the stock market, mortgage
companies, pension and insurance funds which can constitute a group of related and
S ortﬁlg industry (Doyran, 2013). IT industry has also come out strongly in
upport of the financial sector which is evident in the provision of financial services

through the partnership with IT companies.

Firm strategy refers to the long-term direction and scope through which an

organisation achieves competitive advantage in a changing environment through its

12



configuration of resources and competences (Johnson, Scholes, & Whittington,
2005). The structure is the entire industry arena in which competition takes place and
is defined by five competitive forces; the threat of new entrants, rivalry among
existing competitors, bargaining power of suppliers, bargaining power of customers
and threat of substitutes (Porter, 2007). Each industry has a distinctive structure tha
shapes the nature of competitiveness of a firm among the competitors. The rivalgf |

practised in the form of price discounting, the introduction of new girodu

advertising campaigns and service improvements. It occurs when co are

numerous, are roughly equal in size and power, when there is a sl he
industry, therefore, occasioning fights for market share or if re high
such that companies fight to remain in the market even th arning low
or negative returns (Porter, 2008).

The model is relevant to this study as a théoretigal foundation for informing

in/particular because of their
nt (Porter, 1990). In addition, all

er the model are the key determinants in

competitiveness of financial institutions
contribution to macroeconomic pillars of de
the four elements for competitiveness
the financial sector business.( Third, the basis for Porter’s diamond model is
innovativeness as dictated by}cess re dnd challenges in the environment, a situation
that characterises the fi ial segtor under which DTSs operate.

2.2.2 Balanced Scokecard)Model

Balanc oregard {BSC) is one of the renowned systems born of the evolution of
performahge measurement systems which play a crucial role in strategy implementation
aplan, 2010). It aids in translating a firm’s strategy into results and communicate the

com8& and areas that require adjustments, monitor progress, provide feedback, and
otivate employees to improve a firm’s performance (Chenhall, 2003; Chenhall, 2005;
aplan & Norton, 2001). The introduction of BSC in 1992 was inspired by the desire to
improve the planning, control and performance measurement functions of management
accounting by integrating both the tangible and intangible assets into firm’s

performance measurement (Davis & Albright, 2004; Kaplan 2010; Kaplan & Norton,
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1996; Neely et al., 2005). The earlier performance measurement systems used financial
measures only and focused on short-term financial results while sacrificing long-term
prospects thus ineffective for the modern business enterprise (Isoraite, 2008; Kaplan &
Norton, 1996). Three more performance measures; customer satisfaction, internal
business processes and innovation and learning were thus added (Hoque, 2014; Kaplan
2010; Kaplan & Norton, 1996). These new performance measures helped in epébling

organisation measure intangibles and non-financial parameters.

The BSC framework, as shown in Figure 2.3, presents four categor easures

which are meant to ensure there is a balance between final “financial

measures, short-term and long-term objectives, lagging a indicators and

between internal and external performance (Kaplan “§and/ Norton, 2004).
4
Financial
“To succeed
financially, how

should we appear
to our shareholders?”

(bjectives
Measums
Targets

Initiatives

Customer T Inte mal business processes

£ g £ T ; £ = %

“To achieve our £ S = % Vision To satisfy our £ =z %

isi = £ &= shareholders and = ¥ &E

vision, how should =L 5 E *— and _— i et S22 FE

we appear to —] strategy Eus_omers, wrha =
to our customers?” IR (MO
l must we excel at?

Leaming and growth

“To achieve our
wvision, how will vwe
sustain our ability
to change and
improve?”

Figure a@Seorecard Model
Source: lanjand Norton (1992)
thancial perspective is concerned with how a firm operating in a purely

mefial environment should appear to its shareholders in order to succeed

inancially. Shareholder value is created when firms generate revenue over and

(bjectives
Measures
Targets

Initiatives

bove the cost (Institute of Management Accountant, 1997). As opposed to the
investor-owned business enterprise model, the cooperative sector has a different
interpretation of financial perspective. A co-operative enterprise business model
focuses on the maximisation of member benefits (Mazzarol, 2009). In addition,
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shares are not publicly traded and it’s difficult to get the real value of basic earnings
per share, shareholder’s fund's return on average, shareholder’s funds and dividend
per share (Rixon & Beaubien, 2012). In some cases, profits are often not set up to
distribute dividends meaning that whatever surplus is available is used as retained
earnings in the business for reinvestment purposes. This means that measures lik
profit before tax, profit for shareholders and net interest might not be useful i
cooperatives (Mazzarol, 2009). There is a need therefore for managers ele
appropriate measures that resonate with the owners of cooperatives.

Customer perspective presents two questions to the managem w t rm is

viewed by its targeted customers and how it should act towWards the,customers in

realisation of

adopting Customer Relationshi anagement (CRM), a combination of customer-
centric strategies, programs,\too s, gnd technology for efficient and effective
customer relationship, gement. CRM provides core measures under customer

perspective in te ust@mer acquisition, satisfaction, retention, profitability,

custo iffégent from that of an investor-owned model. Members who are the
wners ma 0 be the supplier and customer at the same time. As such, members as
stomers would seek for lower prices and as suppliers, they would demand higher
prices. In SACCOs, members save (supplier) and borrow (customer), measures for
his perspective in SACCOs need therefore to balance the two conflicting needs
(Mazzarol, 2009).

Internal business process perspective is concerned with both short and long-term
processes that will have the greatest impact on customer satisfaction and financial
15



perspective objectives (Kaplan & Norton, 1996). This, therefore, demands objectives
and measures for financial and customer perspectives to be formulated first before
objectives and measures for this perspective for alignment purposes. Internal
processes measurement are the drivers of the business and BSC proposes that
SACCOs find new processes and create new products and services that would mee

the emerging needs of the current and future customers (Asefeso, 2013).

perspectives. According to Kaplan and Norton (1996), the th
for learning and growth perspective is to build humariy, infe
organisation capital. The human capital component, i ned

assets (skills, talent and know-how), infefmatign capital entails strategic

technologies (information systems, datab rks, and infrastructure) while

organization capital refers to the ability,to nd sustain the process of change
required to execute the strategy througlystrategy awareness and motivation (Marr,
2010). Similarly, possible measfires for learning and growth perspective may include
the amount of revenue that &me from new ideas and measures of the types and

length of time spent o an development (Isoraite, 2008).

2.2.3 Resource-Based View (RBV) Theory

e-baséd View (RBV) theory is founded on the principle that the source of

competitive advahitage lies in the firm internal resources. The resources referred to as
assets, capabilities, processes, attributes, information and knowledge enables the
to®conceive of and implement strategies that improve its efficiency and
effectiveness (Barney, 1991). However, since not all resources are strategically
elevant, Barney specifies conditions under which the firm resources can be relevant
as a source of competitive advantage. They must be valuable, rare, imperfectly

imitable and strategically unsubstitutable.
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RBV theory stipulates that a firm enjoys a competitive advantage when it is
implementing a value creating strategy that is not being implemented simultaneously
by the other firms. Barney (1991) argues that when every other firm is using the
same valuable resource, it means that each of them has the capability of exploiting
the resource the same way hence a possibility of all firms ending up with a similar,

strategy. To avoid this scenario, RBV is based on assumptions that firm resourceséar

heterogeneous and immobile. Barney suggests that in order to create sgstain

competitive advantage, managers should focus more on firm resource ogeneit

and immobility to be unique. Firm resources are either tangible or in nd
n

since it is possible to replicate tangible resources like financi t and
equipment, the real source of competitive advantage is in infangible assets such
as human capital, organizational culture, knowledge, manage skills and firm

image (Liu, Timothy, & Gao, 2010). In the banking sec r example, competitive

moves are easily imitated and sustained competit ntage does not last for long.
This explains why banks appear to co ovate in terms of systems,
re. According to RBV theory,
players in the financial market haye no other than to concentrate on creating
the best and most unique re{ evant for the provision of financial services

(Bridoux, 2004).

2.2.4 Agency Theory

The Agency is Credited to Ross and Mitnick as originators. Ross (1973)
introd e Study of agency in terms of problems of compensation contracting
such thatagency was seen as an incentives problem. Mitnick introduced the now
common insight that institutions form around agency (Mitnick, 1986). Over time, the
agenc ?heory has been used to explain the relationship between the owners of an

rganisation and managers of the same. It, therefore, applies when one party (the
principal) delegates work to another (the agent) who performs that work (Eisenhardt,
1989). According to the theory, as shareholders delegate decision-making authority
to the agent (CEO), they do it with the expectation that the agent will act in their best
interest. There are two agency problems likely to occur in this relation namely
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conflicting goals of the principal and agent and the difficult by the principal to verify
the actions of the agent towards the performance of the organisation. Therefore, with
the possibility of the principal and agent preferring different actions, the theory is
meant to help determine the most efficient contract to govern the principal-agent
relationship (Eisenhardt, 1989). In relation to corporate governance in DTSs, thi
theory is applicable given that agents or managers may not always act in the

interest of shareholders. Managers may tend to play it safe and seek an acgeptab

level of competitiveness and growth because they are more co ith
perpetuating their own existence than with maximising the value oits
shareholders (Bonazzi & Sardar, 2007). Regarding performance nt, the
applicability of agency theory is evident in Striteska§angh.S va (2012)
observation that, the theory is the foundation of performance urement in that
both the principals and the agents strike a balangé on rmance measures and

actions that need to be implemented in orde achigve the organisation overall

objectives.

2.3 Competitiveness and its Measures

Different concepts behind Q ness are reflected by studies focusing on

different levels of analygis rangingfrom firm level, sectors, regional (area, place,

locality, territorial, Ci national, bloc (regional) and the international or

global competitiveness (Balkyté & Tvaronaviciene, 2010) as shown in Figure 2.4.

Competitiveness

Research
Areas
Firm Level Sectors Regional National Block )
(Companies) | |Competitiveness| | Competitiveness | |Competitiveness (Regional) (éﬁegﬁﬁifgss
Competitiveness Competitiveness P

Figure 2.4: Levels of Competitiveness
Source: Balkyté and Tvaronaviciené (2010)

This study considered competitiveness at the firm level and specifically DTSs. There

was a need therefore to have a working definition of ‘competitiveness for DTS’.
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Given that this study was about a unique cooperative business model that is different
from a purely commercial enterprise, the author deliberately revisited and adopted
the understanding of competitiveness by Feurer and Chaharbagh (1994) which
highlights the reason why the organisation exist and the key players who determine
its survival. Feurer and Chaharbagh research opines that there is a need to redefin
the concept of competitiveness by integrating the notions of customer
shareholder values as well as the organisation’s ability to act and react within 1
changing competitive environment. Feurer and Chaharbagh (1994) 'twn
organisation is competitive in the eyes of its customers if it is able e a better
value when compared with its competitors and competitiv: of its
shareholder if it is able to provide a satisfactory return ondnve in the short,
medium and long terms. They added that an organisatjon I§ co ive if it has the
ability to retain the competitive position of aag orgafisation by satisfying the

fin ensuring sustainability to

expectations of customers and shareholders a

both the customers and shareholders.

This understanding of competitiveness cooperative business model because
the shareholder and customers @re in most cases one and the same. Thus, the value

creation for each need to be\alance between financial and non-financial to take

care of the social be
2009: Rixon, 20

competitiveness, a r

inferred by the cooperative business model (Mazzarol,
eaubien, 2012). Guided by this understanding of
icw 0f the measures used in equity owned financial firms’ vis a
ustomer value creation measures within the cooperative

rtant, to inform competitive measures for DTSs.

Standard measures for competitiveness in purely commercial financial institutions
be. seen in the light of efficiency of a firm through various financial
anagement indices and size. Efficiency perspective provides measures like Rate of
return on Assets (ROA) or (profit/assets), Rate of return on Equity (ROE) or
(Profit/Share capital) and other financial management indices such as Capital
Adequacy Ratio (CAR) and Non-Performing Loan (NPL). CAR is (Own
capital/Risk-weighted assets) where risk-weighted assets are computed by adjusting
19



each asset class for risk in order to determine a bank's real world exposure to
potential losses. Non-performing loan ratio- is the ratio of the amount of
nonperforming loans in a bank's loan portfolio to the total amount of outstanding
loans the bank holds. The NPL ratio measures the effectiveness of a bank in
receiving repayments on its loans. In terms of size, competitiveness measures includ
market share (share of deposits and lending) and retail sales (number of branche

size of assets and deposits) (Yokoi-Arai &Yoshino, 2006). While all oth

measures of competitiveness have been comfortably applied by th ive
sector and DTSs in particular, use of ROA and ROE have been he
numerator of both ROA and ROE is profit, meaning a n firm
profitability. Use of profitability as a measure in the c radi or remains
debatable, as researchers have been unable to address, the objectives of
cooperatives empirically. This is whether to focusgmor rofitability or member

benefits (Soboh, Lansink, Giesen & Dijk, 2009).
operative is for the benefit of its members

zzarol (2009) asserts that a “co-
t a charity set up to provide
services to non-members. It cannot b rpose other than the benefit of its
members” (p.17). It is argued that profit as a measure is applicable to private
equity firms as they are able K imise profit by keeping costs of operations as low

as possible while chargipg premiu ices for the products or services. This is not

necessarily the case AQr afgoopgrative enterprise since a co-operative will aim at
returning value t members by offering competitive prices to them as suppliers or
customers, r thanwwia profit or dividends to them as shareholders (Mazzarol,

2009).

his study no intention of investigating the case for or against the objective of

rofitability, rather recognised Feurer and Chaharbagh (1994) definition that
ched competitiveness measures from shareholder’s and customer’s value
erspectives. By doing this, this study recognised and used the common private
equity measures as empirically tested and added a few other benefits that are

important in improving shareholder’s and customer’s value within the understanding
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of the cooperative philosophy. A mix of the two sets of measures was informed by

the nature of DTSs, which is illustrated in figure 2.5 below.

Suppliers of input i.e.
Capital (members),

Customers- access

Savings and deposits services at a fee

Deposit Taking
Sacco '
Members/ SM?gz?ése/rs
Shareholders

Figure 2.5: Illustration of the Nature of DTS Business "
Source: The Researcher

Given the dual objectives of cooperatives, recogniéed m es for competitiveness
in this study include ROA, ROE, CAR and NPL\nN

ficiency. In terms of size,
deposits and loan portfolio)
and retail sales (number of branche
&Yoshino, 2006). Additional in terms of

funds (interest rate on loang), on savings and deposits, relevance of the

ofrassets and deposits) (Yokoi-Arai
ers benefits include cost of borrowed

product to members, quality of servie€” (Centre for the study of cooperative- Canada,

2015) and percentage’syrplig, returned to members (dividend) (Rixon, 2013).

eview on Factors Affecting Competitiveness of DTSs

Empiri refers to a search of published works, including periodicals and
books thatidiscuss and presents empirical results that are relevant to the topic at hand
(Zikmund et al., 2009). This section reviews studies previously done on factors
a tina competitiveness in DTSs with the particular focus on corporate governance,

erformance management system, regulations in the sector and training for

improving human resource competencies.
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2.4.1 Effect of Governance in DTSs Competitiveness

The use of the term corporate governance in this study is as understood by Basel
Committee on Banking Supervision such that as “a set of relationships between a
company’s management, its board, its shareholders and other stakeholders which
provide the structure through which the objectives of the company are set, and
means of attaining those objectives and monitoring performance are met” B
International Settlements, 2015, p. 1). Corporate governance, thereforel§helps
organisations to define the way authority need to be allocated and h orate

decisions should be made.

Corporate governance has attracted various research studie ich there is
empirical evidence that corporate governance has i onship with the
s. Pavel, Stanislav,
Pirozek Petr, and Pavel (2012) study on'\corperate governance against
recommendations (of governance codes) 4sj e cases of the strong executive and
the strong ownership revealed that st rship resulted in below average ROA
which is a recognised measure ompet ess. The findings showed that strong
ownership might only be eff\t all (and especially family run) organisations

as the same in the largér organisation might lead to overloading of owners and

therefore low organisatign performance. This conclusion was however offered with a

caution that stron ecutive might also make owners dependent on the managers

and therefore igh risk of misuse of the authority. In terms of the board size,
Dabor e\ and Ajagbe (2015) found that large board reduces profitability,
while b independence played a positive and significant impact on firm

profitability. They recommended small but representative board size. Nath, Islam,
a Sah.a (2015) opine that an average board size should be of eight (8) members,
hich they found being consistent with Jensen (1993) and Lipton and Lorsch (1992)

studies.

Chugh, Meador, and Kumar (2011) analysed the relationship between the financial
performance and characteristics of corporate governance for Indian firms. They
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concluded that while the board size and performance were positively related,
excessive board autonomy had a negative relationship. In addition, CEO duality roles
such that being in the board and in management at the same time had a negative
relationship as duality only increased agency costs and did not create synergies
therefore impaired performance. Otman (2014) investigated the relationship betwee
corporate governance and firm performance looking at perception of stakeholder& 1
two fronts namely: application of corporate governance principles and cgrpora

governance mechanism. The findings showed that rights of sharehold ble

treatment of shareholders, the role of stakeholders in corporate
disclosure and transparency, and responsibility of the board

influenced the performance of the organization.

Mwangi (2013) examined the effect of corpora
performance of companies listed on Nairobi

established that board size affected the fingaegs nce negatively while CEO

size. Mwangi further found thét the composition of the board also influenced the

financial performance and the’sfor regbmmended that the board need to comprise of

Mwangi, Nyachwaya, and) Cheruyoit (2015) found that corporate governance was
positively co with financial performance, implying that poor corporate
gover pragtices were associated with poor financial performance and vice
versa. A 2014) established that most SACCO lacked key policies or operational
manuals as part of the control functions of the board, therefore evidence of poor
gower a?me practice. Ondieki (2011) in a study on the effect of external financing on
he financial performance of savings and credit societies in Kisii District also noted
poor governance and limited transparency as some of the major challenges inherent
in the SACCOs in Kenya. Wanyoike (2013) study on the effect of compliance to
SACCO regulations on the financial performance of SACCOs revealed that quality

of the board of directors was an important aspect in improving the SACCOs’
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financial performance. However, a modification on SACCO regulation was
necessary to upgrade the roles and qualifications of the board members to enable
them to play a more influential role in improving the financial performance of the
SACCOs.

In Kenya, SASRA circulated new guidelines on good governance practices
DTSs. The main objective of the new guidelines was to ensure that the me

SACCOs, the Board of Directors, individual directors, managemen ther
stakeholders clearly understood their various roles, duties and obligati

confines of the law and good practices (Rogers, 2007).

2.4.2 Effect of Performance Measurement Systems in

Hakkak and Ghodsi (2015) study on the development ustainable competitive
advantage model based on BSC found that BSCNmplementation had an undeniable
positive effect on sustainable competitive vila (2000) empirical study
on the drivers of management controlgsyste ign in new product development
found that performance management sys ain role were to provide information
that was used to close the gg the information required and the amount of

information already possgssed. Ajikolade, Arowomole, and Ojikutu (2010) analysis

of management accdun systems, perceived environmental uncertainty and
companies' per ance\ in” Nigeria showed the superiority of performance
measurementysystem a source for strategic information. The study findings

further wed/that” information collected and analysed through performance

measur t systems enabled companies to price their products more competitively
d therefop€ gained some advantage over their competitors that were unable to
cess iformation that could show the true costs (Ajibolade et al., 2010). Liu et al.
(2010) found that information made possible by performance measurement system
rovided useful strategic ideas relevant in creating intangible resources that were

immobile, inimitable, rare and which were used to create competitive advantage.

Neely et al. (2005) found that an effective performance measurement system was one

that was characterised by the financial and non-financial set of measures (internal
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and external). Upadhaya, Munir, and Blount (2014) study on the association between
performance measurement systems and organisational effectiveness concluded that
non-financial measures improved effectiveness and therefore the overall performance
of the organisation. Ibrahim (2015) study investigating the use of the four BCS
perspectives revealed that banks utilised both the financial and non-financia
measures and followed all the perspectives without any formal recourse to BSC,
study results showed that financial perspective related measures were e
number followed by customer perspective measures. Internal busin rocesses

were least utilised followed by learning and growth perspective.

Rixon (2013) undertook a study on key performance indicators, repegted by credit

unions in North America and found that the main focus b¥\all it unions were
the financial metrics. This was also found to be tr enya where, according to
Kivuvo and Olweny (2014) in a study on fi
SACCO sector, SACCOs emphasised m

Olweny’s study attributed this to the u

nciah performance analysis of the

ncfal measures. Kivuvo and
S and PEARL. The former stand
for Capital adequacy, Assets, Mana apability, Earnings, Liquidity and
Sensitivity while the latter is anfacronym for Protection, Effective financial structure,
Asset quality, Rates of return\and costs, Liquidity and Signs of growth. Introduced
first in the USA banki stem, CAMELS was designed to take into account and
reflect all significant finapcialpand operational factors and is currently the common
performance measurément’ being used by (Karagu & Okibo, 2014). On the other

hand, PEARL, eloped as an "early warning system", to help in identification

an offers possible and meaningful solutions to serious institutional

eficiencieS{Richardson, 2002).

u y.by Waweru and Spraakman (2009) on the appropriateness of performance

easurement systems in the micro finance sector in Kenya found that the number of

measures, clarity, ownership, achievability, controllability, timely feedback and

compensation were critical success factors for the realization of the full benefits

offered by performance measurement systems. According to Waweru and

Spraakman, key challenges in the implementation of performance measurement
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systems in micro-finance sector included inadequate knowledge on designing and
implementation performance measurement as evidenced by the inability to identify
the number of measures, difficulties in clarity, ownership, achievability,
controllability and timely feedback and linking the system to staff compensation.
Nyangayo (2014) study on BSC and performance of the co-operative bank of Keny
revealed that use of BSC enhanced the bank’s competitive edge. The study re
also showed that poor selection of measures and performance measurement t@ols li
the ICT infrastructure, inefficient data collection and reporting a 00Ryto

management guidance affected performance.

Turban, Volonino, and Wood (2013) pointed out that what

or achieve depends on what the company’s ICT can d6\an
depended on ICT-enabled innovations. In the co ive\sector and specifically

SACCOs in Kenya, it is observed that tim oney has been invested in

computerising business operations and is erving them well in terms of
and portability (Mbiwa, 2014).
Makori, Munene, and Muturi (2013) ho pressed their concerns over some of
the SACCOs’ IT capabilities(to compete in the market. Alukwe, Ngugi, and
Ogollah (2015) found out that\nos of the DTSs had inadequate ICT systems and had

not been able to inte front and back office meaning lack of a complete

system that coul listic view of the organisation. Mbiwa (2014) and

Obure and Muturi found that DTSs had problems with system support,

technical traini tmplementation process.

Domano (2013) found top management support as an additional prominent
organisational factor with an impact on performance measurement systems.

nc?vic opined that all performance measures should be relevant, reliable and
ommunicated clearly so that managers could receive useful information for making
decisions, and employees gain a better understanding of the decisions for greater

commitment and efficiency.
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2.4.3 Effect of Regulation in DTSs

Regulation is understood to mean the employment of legal instruments for the
implementation of social-economic policy objectives which is done mainly to correct
market failures or to address current challenges. Typical about legal instruments is
that individuals or organisations can be compelled by Government to comply wi

prescribed behaviour under penalty or sanctions (Chumo, 2013). From a $u

policy interest perspective, Sacco’s are cooperatives, member-owned organtsations
and hence are public organisations in the broad sense making accountabilityato tHe
members and stakeholders very central for their success. Therefo ulti goal

of regulation of the SACCOs is to ensure that rights and i the different

stakeholders are respected and protected in pursuit N& Saceo’s objectives
(SASRA, 2014). Sacco’s specific regulatory frame ists‘of the Cooperative

Societies Act, 1997, the Sacco Societies Act, 200 d SacCo Society Regulation,

2010. Comepetitiveness in the financial se exiISts where there is a level
playing field established by regulation\gi
information asymmetry in the sector (Atgistain)2013; Yokoi-Arai &Yoshino, 2006).

According to Mitchell (2011), régutation in

the market imperfection and

e financial sector is a global concern as

seen in the world’s largest eco\omies pledging major regulatory reforms in the sector

because of the desire competitive financial sector. Mitchell’s study findings on

financial sector ¢ competitiveness with its survey sample drawn from
Western Europe revealed/that regulations had an impact on financial institutions
competitivene rding to Mitchell, regulations increased the firm cost base,
hamp ility\o introduce new products and services, adversely affected financial

erforman d the overall competitiveness of the institutions.

en)’a, Ngaira (2011) study on the impact of SASRA regulations on SACCO

perations found that most SACCOs reported improvement in their performance

oth in membership, loan portfolio and general efficiency as a result of the

introduction of SASRA regulations. Confirming these findings, Kiragu (2014) study

on the effect of SASRA regulations on the financial performance of SACCOs in

Nairobi County found that compliance with liquidity and capital adequacy
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regulations enhanced financial performance. Macharia (2008) study also affirmed
this in the study on the effect of licensing requirements on the performance of DTSs

in Nakuru County. Macharia’s study found that licensing requirements helped
improve SACCOs’ performance though only to an average extent. However, Chumo
(2013) study on the effects of regulatory compliance on the financial performance o
DTSs revealed critical aspects that had a direct relationship to the ovefa
organisation performance and the competitiveness of the DTSs. Chumo f &

that lack of enough funds, regulation cost, governance issues, Mt

information systems (MIS) were the major challenges that SACCQs fa ards

compliance. Thus, capital requirements, regulatory requirem trading
and external borrowing requirement affected the financial
in Kenya. Makori et al. (2013) study on the challenges\faci Ss’ regulatory
compliance in Gusii Region also revealed that p with capital adequacy
m challenge to the SACCOs.

this that attainment of full

(minimum core capital of Kshs 10 million) was
Sacco Supervision Annual Report (201
compliance with the capital adequ r individual DTSs remained a

challenge, with institutional capital to to

with.
\

2.4.4 Effect of TrainingWg DTS

Staff training is a fundamental determinant of an organisation competitiveness. To

meet their o the form of profit and growth of competitiveness in the

st train their staff on what needs to be done, how and when to do

what is eXpected from them (Bojewska, 2014). There are empirical studies on the
effect of staff training on individual performance and the overall organisations'

orm%nce. Notable from this literature is the common agreement that there is
ubStantial positive relationship between employee training and employee
performance (Agha, Alrubaiee, & Jamhour, 2012; Falola, Osibanjo, & Ojo, 2014;
Makori et al., 2013; Mwakujonga, 2013; Nkuru, 2015; Shaheen, Mubasher, & Khan,
2013; Suarez, 2013). Shaheen et al.’s study revealed an optimistic and significant
relationship between employee training and organisation performance, employee

28



training and employee performance, employee performance and organisation
performance with employee performance interceding between employee training and
organisation performance. Suarez’s study added that organisational performance also

had a positive relationship with organisation competitiveness.

Falola et al.’s (2014) study on the Nigerian banking industry showed that effecti

training and development was not only beneficial to employees in particular
organisation in general but was also one the most reliable source of
advantage to compete with the changing and competitive business wor tudy

results also revealed that a combination of both on-the-job and -jo ining

techniques were the best in the banking sector due to thefr to enhance

creativity for competitive advantage. Agha
organisations to remain competitive and o
to improve on their competencies. Thi
(2013) conclusion on issues in SACCO

was\supported by Bwana and Mwakujonga

evelopment in Kenya and Tanzania, that
one of the biggest challengesf SACCOs faced was the lack of appropriate and
adequate managerial skills ahkn wletge. Nkuru (2015) study on factors affecting
the growth of SACC
affected the growth of

ithin the agricultural sector revealed that inadequate skills
s. Further, Makori et al. (2013) cited inadequate

managerial and staf ilities as one of the biggest challenges that faced DTSs’

regulatory co in Kenya’s Gusii Region.

2.5 Conceptual Framework

is study sought to determine factors affecting the competitiveness of DTSs in
Em County. Factors were, therefore, the independent variables while
ompetitiveness was the dependent variable. Figure 2.6 illustrates the study’s

conceptual framework.
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Staff training and development
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Figure 2.6: Conceptual Framework
Source: Researcher

2.6 Summary of Literature Review

The different application of the term co lvenesSby researchers is a

confirmation to the long-held view within t teld that competitiveness is

Given its diversity, competiti ss haS™Been defined differently by different
researchers. In most cases, k offered appear to be private equity-oriented

such as being the capacity of a firm*to compete in a specific market, to increase its

Kilitcioglu, 2013). iportant therefore to apply the most relevant definition to
the study a oteworthy is that cooperatives are not purely for profit
organi , some definitions offered in literature may therefore not apply.

cording t0 the researcher any definition focusing on both the stakeholder value
cusfomer value and which seeks to balance the two, fits the cooperative business
odel. This is due to the fact that the shareholders are in most cases the customers.
egardless of whether non-members are invited as customers, the cooperative
philosophy is expected to guide all the operations. Hence the choice of Feurer and
Chaharbagh (1994) definition in this research as their definition is informed by
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considering reasons why the organisation exist and the key players who determine its

survival.

On the theoretical foundation, literature avails various frameworks, models, theories
that inform practitioners make sound decisions on competitiveness. Porter's diamond

model, balanced scorecard model, resource-based view and agency theories w;

used as the foundation for this study. Regarding factors affecting competitiven
review of the literature was greatly informed by previous empirical st '%e
key factors included corporate governance, performance measuren%t S
adopted, the regulation which in this study focused on DTSs ‘@ ectorsspecific
regulation under SASRA and staff training and development

By the end of 2014, Kenya had 181 licensed DTSs a ynempership of 3 million
people with their total asset base and deposits st at 301 billion and Kshs
206 billion respectively (SASRA 2014). i clearly demonstrate the

population. The financial sector in w Ss operate is characterised by stiff
competition and has become azrtly kno ge-based service sector. Furthermore,
DTSs as cooperatives enter iw rket offering a unique business model that is
different to that of privat@ equity companies. That while private equity companies go

for profit, DTSs by t

ir ophical foundation, pursue activities that offer a

combination of botiysocialjand economic benefits. Despite the importance of DTSs
and their uni del, their survival is threatened as seen in licenses for 9 out of

voked by the regulatory authority within a period of one year. Further,

to be little interest among researchers given the limited studies not only
on DTSs but on cooperatives in general. As a result, the co-operative sector as a
le rgmains poorly understood (Shaw, 2007). Regarding the few studies on DTSs
in particular, evident in literature is that most of the studies have concentrated more
on challenges and factors that affect performance. There are very few studies on
competitiveness and none of these to the best knowledge of the research looks at a
combination of regulation, performance measurement system, corporate governance
and training of staff as factors affecting competitiveness.
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CHAPTER THREE
METHODOLOGY

3.1 Introduction

This chapter presents the research methodology that was used in the study. It covers
the research design, the study population and sampling, data collection and d

analysis method.

3.2 Research Design

Schindler, 2003; Kombo & Tromp, 2006; Orodho,
descriptive research design and applied mixed
research design was ideal as it provided an acc
while providing answers to who, what, w
Schindler 2003). Mixed methods approa
According to Harwell (2011) citing
method entail “mixing or cofbining both quantitative and qualitative research
techniques, methods, ap rokhes, concepts and language into a single study”.

Further, by citing Johns nd Rurner (2003), the underlying importance of mixed

method is to enablé collestionof multiple kinds of data using different techniques to

provide insights not ile when only qualitative or quantitative data are collected.
Noteworthy is gh mixed method was adopted for the research, quantitative
data en significantly higher priority than the qualitative data meaning that the

alysis andpresult presented is fundamentally quantitative-dominant (Onwuegbuzie
Comigs, 2011)

.3 Study Population and Sampling
3.3.1 Study Population

Cooper and Schindler (2003) define population as the total collection of elements

around which researchers can make some inferences. The research target population
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consisted of the Embu County deposit taking Sacco’s licensed by SASRA by the end
of 2014. This criterion was intended to provide the respondents at least one year
experience of operating in a fully-fledged DTS for considered response to the
questionnaire. The DTSs that met this criterion were five, hence this research
targeted all the five deposit-taking SACCOs in Embu County.

3.3. 2 Sampling

Copper and Schindler (2003) define sampling as the process of selectiig elements-in a
population for purposes of drawing a conclusion on specific char tics..Cancerning
sampling, Mugenda and Mugenda (2003) advocate for a large*sa if time and

money allowed. They hold that, for a large sample, th che confident that

selection of two similar samples of the same size provide almost the same

advantages include; everyone having ty to participate, enhancing accuracy
and being easier to administer ag-ft\include persons (Parker, 2011). This study opted
for a census survey as it targ% five licensed deposit-taking SACCOs in Embu
County.

To fulfil the res er’s {esire for a mixed method approaches, two sets of research

participants fed. These were the members of staff that held managerial
positio t ervisors earmarked as respondents for the survey questionnaire
and the ted Ieadership for focus group discussions. The identification of the research
rticipants was informed by the fact that corporate competitiveness is about leadership
maflagement. Selection of research participants was done through a stratification
roeess because the population to draw research participants from was found to be
eterogeneous. Stratification technique was used to help capture both the variations and
common responses from the sub-groups. According to Mugenda and Mugenda (1999),
stratification ensures inclusion such that subgroups which otherwise could be omitted

entirely by other sampling methods due to their small numbers are considered.
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Regarding this research, stratification enabled selection of informants considered to
possess the necessary qualities required. As such, the strata for this study contained the
three levels in the DTSs; management staff, management board and supervisory board

members.

Members of staff were categorised into three groups (top management, middle levgkan

due to different usage of titles across all the five DTSs, the top managers, in
CEO and Deputy CEO while human resource managers, finance he untants,
marketing managers, branch managers, credit managers, IT ma @ ftuted the
middle-level managers. The supervisor group included all ectional heads in
the five DTSs.

The distribution for the management staff as resp ts is assshown in table 3.1

Table 3.1: Distribution of respondents- Sta

Distribution of Staff
Position DTS 1 &)D S3 [DTS4 |[DTS5 Total
2 2

Top management 2 A 2 2 10
Middle management 12 4 4 0 23
Supervisors 14 7 3 0 28
Total ) 9, 28 13 9 2 61

Source: The Researcher

Selected for the FGDsg,werg the executive members who are normally four in number
(Chairman, V hai
\bers who include the Chairman, Secretary and member) bringing

rman, Treasurer, and Honorary secretary) and all the three

super me
the total nmber of elected officials to 35. Noteworthy is that every DTS has an
verage.of nine management board members and three supervisory board members.
T eans that targeted board members included the executive members only and
he entire team of the supervisory. The executive team was assumed to be a good
representative of the management board since the executive authority to govern the
organisation is vested on them by the annual general meeting and are required by law
to understand each and every detail. Table 3.2 shows the distribution across the five

DTSs.
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Table 3.2: Distribution of FGDs participants

Distribution of Elected Leaders

Executive board 4 4 4 4 4 16
members

Supervisory board 3 3 3 3 3 12
members '{
Total 7 7 7 7 7 3
Source: The Researcher

3.4 Data Collection

Qualitative and quantitative primary data was collected using inter idepin

or polarised views or stimulate debate amongs
Dillman, 2008). A self-administered semi-str
data while allowing free responses from t
distributed to the respondents through th
each DTS with a view to observing protecol a3 established and elicit goodwill from

all members of staff.

\

3.5 Pilot Testing

Using a few respondents,fro TSs in the neighbouring Kirinyaga County, a pilot
study was condu before the main study. This assisted in refining the
questionnaire, ing its readability, and minimising the chances of
misin tion, of the questions. The choice of a different county for the pilot study
ensured t rticipants in the pilot study would not get involved in the main study

0 avoid.any possibility of bias.

3.5X Reliability of the Data Collection Instruments

eliability refers to a measure of the degree to which the responses to the
questionnaire are consistent and therefore yield consistent results (Mugenda and
Mugenda, 2003). Reliability was ensured in two aspects; that similar results would

be obtained if the questionnaire is used again soon afterwards with the same
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respondents and that all the answers will be fairly consistent. Further, the reliability

of the research instrument was tested using Cronbach's alpha coefficient value.

According to George and Mallery (2003), closer Cronbach’s alpha coefficient is to
1.0 the greater the internal consistency of the items in the scale. In addition, George
and Mallery provide the following rules of thumb: Cronbach’s alpha coefficient

0.9 = Excellent, Cronbach’s alpha coefficient > 0.8 = Good, Cronbach’s a
coefficient > 0.7 = Acceptable, Cronbach’s alpha coefficient > 0.6 = QueStiQnable,
Cronbach’s alpha coefficient > 0.5 = Poor, and Cronbach’s alpha coeffigi 09=
Unacceptable. Thus, the higher the value of the coefficients, the he ring

instrument in terms of reliability.

The results in Table 3.3 shows a summary of the findings the Cronbach's
Alpha values were 0.72, 0.89, 0.90, and 0.76 whichgave 0 0.82. This is rated as
“Good” according to George and Mallery (2003 agd 1S¢loser to 1.0 implying greater
internal consistency of the items in the sc

Table 3.3: Reliability Coefficients \/
Scale A Cronbach’s Alpha

Corporate Governance ) 0.72
Performance Measurement SNe S 0.89
SASRA Regulations 0.90
Staff Training and Deyelopgnent ) 0.76

Source: The Rese)%
The results s thatemstrument consistently returned high scores averaging 0.82

d arfd hrghly acceptable since Cronbach’s alpha coefficient of over 0.7

insttUment as reliable and consistent (Nachmias and Nachmias, 2006;
thari, 2008). The research instrument, therefore, had relatively high internal
sistéhcy as a reliability coefficient of 0.70 or higher is considered acceptable in

most social science research situations.

3.5.2 Validity of the Instrument

Validity is noted by Robinson (2002) as the degree to which result obtained from the

analysis of the data actually represents the phenomenon under study. It is used to
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ensure that the study actually measures what it intends to measure from the
beginning. To ensure the validity of the instruments, both the face and content
validity of the questionnaire were considered. Face validity being a sense that the
questionnaire looks like it measures what it was intended to measure — was realised
by having all the questions phrased appropriately as well as the options for,
responding. Content validity was ensured by having the guestionnaire undergo g€e

preview.

3.6 Data Analysis

The data collected was both quantitative and qualitative data. Q tive data was
SRSS,"W.21) and Ms

ly percentages and

analysed using the Statistical Package for Social Science
Excel 2013. SPSS was used to produce descriptive statis
frequencies. These results were presented in the for , pi€ charts and graphs.
The qualitative data was analysed using con sis and presented in prose
form. Both quantitative and qualitative d ompiled to generate the final
report. The findings were presented a
They were inconsistent with the specific) objectives and in line with the

operationalization shown in Taljle 3.4 and 3.5.

¥
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Table 3.4: Operationalization of Independent Variables

Research objective Variable Competitiveness indicators & | Scale pes of
Measurement analysis
Indicator Measurement
To determine Corporate Corporate Board accountability Nominal Both Qualitative
corporate governance | governance | governance Board transparency and uaptitative | and Quantitative
practices affecting principles Intgfval
competitiveness of Corporate Board size Nomihaf Qualitative/ | Quantitative
DTSs in Embu governance Leadership structure " an Quantitative
County, Kenya mechanism Board composition 4 erv
Supervisory boa
independence
Duality role of.
To investigate how Adoption of | e Financial Nominal Qualitative/ | Quantitative
the adopted Performance | both financial | e Custo and Quantitative
performance measurement | and non- | ¢ Inte business | Interval
measurement systems | systems financial
affect measures
competitiveness of Critical facto Nominal
DTSs in Embu for effecti and
County, Kenya implementafign Interval
of performance frastructure
me ent e Knowledge on
SYS%&\ performance
measurement systems
To examine how Licensi Licensing requirement Nominal Qualitative/Q | Quantitative
SASRA regulations SASRA and uantitative
affect the regulation Interval
compe_tltlveness of apital Minimum capital | Nominal Qualitative/Q | Quantitative
DTSs in Embu adequac requirement uantitative
County, Kenya quacy g and
Interval
® Liquidity and | Minimum & Maximum | Nominal Qualitative/ | Quantitative
asset, liability | levels of cash management | and Quantitative
management Cash holding limit
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Opening of a branch Interval
Approving a product
Operating an agency/outlet ,
Members shares Nominal litati Quantitative
Non-withdrawable deposit | and uantigative
Withdrawable deposit Interval
Credit Interest rate No itative/ Quantitative
management Interest fee antitative
Security for loans Interva
Inter Sacco borrowing
External borrowing |
Insider lending
DTS Investment poli Nominal Qualitative/Q | Quantitative
investment and uantitative
Interval
To establish the staff | Staff training | Staff staff ¢ e% Nominal Qualitative/Q | Quantitative
training and | and competence and uantitative
development issues | development Interval
tcr:)?:\petitivenessaﬁeccﬁ‘ Organ@zation rganization (_:ommitment Nominal Qual_itat_ive/Q
DTSs i Embu commltmer\ et allocation and uantitative
Interval

County, Kenya

Source: The Researcher

¥
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Table 3.5: Operationalization of Dependent variables

Variable Measures Indicators | Measurement (Quantitative)
DTS Competitiveness | Efficiency | ROA, ROE, CAR and NPL
Competitiveness | measures Size Market share (share of deposits and
loan portfolio) and
Retail sales (number of bran
size of assets and deposits)
Cooperative | Interest rate on loans
specific Interest on savings and d@posits
Dividend A

Source: The Researcher

&

¥
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CHAPTER FOUR

PRESENTATION OF FINDINGS, INTERPRETATION AND DISCUSSION

4.1 Introduction

This chapter presents the findings, interpretations and discussion accordin
research objectives. The objectives were to determine corporate governange practices

affecting the competitiveness of DTSs, investigate how the adopted ance
measurement systems affect the competitiveness of DTSs, ex ho SRA
regulations affect the competitiveness of DTSs and to establi e staff training and

development issues that affect competitiveness of DTSs.

Data was collected from a total of 54 questi@nnal at were successfully

completed out of the 61 respondents target the questionnaire survey,

representing a response rate of 89%. In.&d ussions with 5 focus groups
were held. Data collected from the as analysed together with FGDs
data being used to complement or substagtiate findings derived from the sample
survey. The same data was p ing descriptive statistics in the form of tables
and pie charts, with thecsummar the findings categorised in accordance with

independent variablesynd e pespective research objective.

4.2 Demographic In tion

This

presented g, terms of gender, age and highest education level. In addition, data is

arises the general characteristics of the respondents. Data is

hown |£1 terms of the position held, department or unit deployed and period worked

inthe, organisation.
4.2.1 Gender Distribution

The study distinguished between the genders of the respondents. The distribution

included an almost equal representation with male and female representing 52% and
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48% respectively as depicted by figure 4.7 This representation resonates very well
with the Research Council of Norway (2014) which opines that gender balance and
gender perspectives, helps to enhance the scientific quality and social relevance of

research.

Female
48%

Male
52%

A

%

\

Figure 4.7:Distribution of Respondents by Gén r\,
Source: The Researcher

4.2.2 Distribution of Respondents by§Age
In regard to the age of the fespondent, figure 4.8 shows that majority of the

respondents were aged 41-%0 years/representing 42% of the total respondents
followed by the groupdetineen ages 31- 40 years at 28%. The rest of the respondents

at 24% were 18-80 ye e above 50years were at 6%. This shows that over
70% of the D‘S staffwi anagement roles were of age between 31 and 50 years.

Above 50yrs__

6% 18 30 years

24%

41-50 years,-"
42%

T _31-40 years
28%

Figure 4.8: Distribution of Respondents by Age
Source: The Researcher
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4.2.3 Distribution of Respondents by Education Level

The study sought to establish the highest level of education of the respondents.
Figure 4.9 shows that the majority of respondents had a diploma as the highest level
of education at 55% followed by first degree holders at 30%. Those with maste
degrees were 4 in number or 7% while 6% or 3 respondents were CPA certifi¢at
holders though at different levels.

‘Secondary X
College -CPA 3PS 2%
6% B Q

Masters
7%

First Degree |
30%

Figure 4.9: Distribution of Responquﬁation Level
Source: The Researcher
4.2.4 Distribution of Resporﬁe y Position Held

The study also soug eStablish the positions held by the respondents. Figure 4.10
shows a summar the résults. The majority of the respondents were supervisors at
48% followe midd¥e-level managers at 39%. The remaining 13% were the top
manag WQS further explained the missing seven questionnaires not
return&

ut of the 10, 23 and 28 questionnaires distributed to top management, middle
m ement and supervisors respectively, the returned were 7 or 13% , 21 or 39%

nd 26 or 48% in the same order. This indicated that three (3) top management staff

and two (2) respondents from each of the middle and supervisory categories did not
respond.
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Top Middle

Management Management
13% 39%

Supervisor
48%

Figure 4.10: Distribution of Respondents by Position Held
Source: The Researcher

Distribution of Respondents By Work Sections/Units

The study sought to establish the work section by thegrespondents” Table 4.6 shows

that branch staff contributed 33.3%, therefor majortty of the respondents

followed by credit, finance, administration sections at 16.7%, 14.8%,

Table 4.6: Distribution of Respo s by Work Sections/Units

Work Sections/Units Frequency Percent
Administration 7 13.0
Branch staff 18 33.3
Credit 9 16.7
Finance/Accounts/Audit 8 14.8

IT 3 5.6
Marketing 6 111
Member affair/ Public relations 3 5.6
Total 54 100.0

(%:e'.The Researcher
4.2.5 Distribution of Respondents by Duration Worked at DTS

The study sought to establish the duration worked by the respondents. Figure 4.11
shows a summary of the findings. The majority of the respondents had worked in

their organisation for more than 15 years (37%) followed by those who had worked
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for 1-5 years at 35%. The rest of the respondents had worked for between 11-15
years at 13%, 5-10 years at 11% and less than one year at 4%. The findings indicate a

well-spread sample in terms of experience and new ideas in the DTSs.

Over 15years

gre 1-5years
/ 35%

Less than one
11- 15 years

Figure 4.11: Distribution of Respondents by
Source: The Researcher

4.3 Research Objectives Findings

4.3.1 Corporate Governance ompe

This section looks at studN gsyrelated to the first objective of the study,

specifically “to det orporate governance practices affecting the

competitiveness of DRSs™.

governance. The wag corporate governance principles as reflected by board
accountability ansparency while the second looked at corporate governance
mech valuated against board size, leadership structure, board composition,

superviso ard independence and CEO duality role. Data was corrected through
he questionnaire survey and from FGDs. The results are presented as follows.
°

Imp6rtance of Corporate Governance in DTS

Firstly the study queried the respondents’ opinion on the importance of corporate
governance in enhancing competitiveness in their organisations. As shown in table

4.7, 88.9% of the respondent felt that corporate governance was very important,
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1.9% felt that corporate governance was slightly important while 9.3% felt corporate

governance in DTSs was fairly important.

Table 4. 7: Importance of Corporate Governance in DTS
Importance of Corporate Governance in

¢
€

DTS Frequency Percent

Fairly important 5 9.3

Slightly important 1 1.9

Very important 48 88.9

Total 54 100.0

Source: The Researcher

The findings affirmed Bank for International Settlements (2 ssertiof that

effective corporate governance, especially in the financial sec
functioning of the sector, positively impacts not only on e of the firm
but also on the entire economy.

Corporate Governance Instruments in DTS

Respondents were asked whether they had ted instrument applied in

guiding corporate governance. Figure 1 that majority of the respondents at
96%, were affirmative. Some of the i ments commonly cited across all the DTSs
included the by-laws, Sacco societies Act N87 14 of 2008), Cooperative societies Act

(1997), SASRA regulation\ ,9SASRA Corporate governance guidelines

1N

Yes
96%

Figure 4.12: Presence of Corporate Governance Instruments in DTS
Source: The Researcher
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Corporate Governance Principles

The respondents were asked to rate the extents to which they agreed with selected

statements to test adherence to the corporate governance principles of accountability

and transparency. The results are shown in table 4.8.

Table 4.8: Corporate Governance Principles

Statement Very Great Moderate Ve
Great extent extent extent
extent extent

Board of directors are familiar with the 185  51.9 0.0

instrument(s) of corporate governance.

Board of directors are committed to the 185  59.3 . " 19

instrument(s) of corporate governance.

Members of staff are familiar with the 35.2 N.g 00 0.0

instrument(s) of corporate governance

in your organization.

Instrument(s) of corporate governance 40. 0" 00 3.7 1.9

protect shareholder rights and t

equitable treatment of shareholders &j

The organization is open andamake 389 222 9.3 0.0

available required informatiof to_the

members (as shareholders). &

The organization is ogen and make 14.8 444 296 111 0.0

available required ion to the

customers (memb slient

The organizatio W and make 14.8 389 315 148 0.0

available required Infgumation to the

members oftqrM

The o atﬂ?di open and make 519 389 7.4 1.9 0.0

r

information to the

regulatory ority
urce: The Researcher
°

rst two statements sought to find out the extent to which respondents’ thought

f the board of directors familiarity with the instruments of corporate governance and

commitment to the same. Regarding familiarity Table 4.8 shows 18.5% of the

respondents felt that the extent was very great, 51.9% felt it was great while 29.6%

felt that it was very moderate. In terms of the board commitments towards adherence

47



to instruments of corporate governance, 18.5% of the respondents felt that the extent
very great, 59.3% felt it was great, while 20.4% felt it was very moderate. The

remaining 1.9% felt it was very low.

The third statement sought to establish the extent to which respondents as members
of staff were also familiar with the instruments of corporate governance in thét
organisation. The result revealed that 35.2% felt that the extent was very great,'\wh

38.9% felt it was great. The remaining 25.9% felt it was very moderateéiyThe
importance of the commitment of board members towards corporat ance
h t

principles cannot be overstated. To be committed to the sa board
members and members of staff needed to be familiar withl allythe ruments of

governance. The finding above implied a gap in texms ard and staff

understanding of governance instruments and boardcco ents towards adherence
to corporate governance principles.

Regarding the respondents’ opinion on th instrument of corporate governance

protect shareholder rights and eq tment of shareholders to enhance
accountability, 40.7% of respo ts felt as very great, 38.9% felt it was great
while 3.7 felt it was low. On\k ! It it was very low. The cumulative response
of 79.6% for very great.dnd great extent implied a high level of accountability by the

DTS in terms of, protect shareholder rights and equitable treatment of

shareholders.

to find out respondents’ opinion towards transparency in their

espondents were asked to rate the extent of the organisation
nsparencypto key stakeholders, specifically members as shareholders, members as
stomers, members of the public and SASRA as the regulatory authority.

n the extent towards being open and making available required information to the
shareholder, 29.6% of the respondents felt that it was very great, 38.9% felt it was

great while 22.2% felt it was very moderate. 9.3% of the respondents felt it was low.
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Concerning being open and making available required information to the customers
14.8% of the respondent felt the extent was very great, 44.4% felt it was great while

29.6% felt it was very moderate. The remaining 11.1% felt it was low.

Regarding the extent of being open and making available required information to the
members of the public, the findings showed, 14.8% of the respondents agreeing

the extent was very great and 38.9% being of the opinion that the extent was‘gre
31.5% felt that the extent was very moderate with 14.3% indicating that | &

Relating to the extent of being open and making available requiredfffermationto the

regulatory authority, findings shows the majority of respond
was very great, 38.9% felt it was great while 7.4% felt i

1.9% felt it was low.

‘to a great extent’ was 53.7,

59.2%, 68.5% and 90.8%, for member bhc, members as customers,

openness to regulatory authority was regarded/highly, the finding suggested a need
for DTSs to be equally open toftheir_members as either shareholders or customers as

well as the members of the public..JThe findings confirmed Ondieki (2011) study on

challenges inkerent i accos in Kenya.

overnance Mechanism
This secti@g covers aspects of corporate governance mechanism namely board size,
eadership structure, board composition, supervisory board independence and CEO
it ?ole. Firstly, respondents were asked to rate the extents to which they agreed
ith selected statements to test applicability of corporate governance mechanism in
DTSs. The results are shown in table 4.9.
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Table 4.9: Corporate Governance Mechanism

Statement To a Toagreat Toavery To a To a
very extent moderate low very low
great extent extent  extent

extent

Instrument(s) of corporate 22.2 55.6 204 1.9 0.0
governance ensures fair

distribution of authority

between the AGM, the &

governance are very clear
on the election process of
the board.

board of directors and
management. A
Instrument(s) of corporate 38.9 42.6 14.8 3.7 %

0.0

Instrument(s) of corporate 25.9 24.1 44.4
governance are very clear

on the qualification of the

board.

Source: The Researcher

On the extent corporate governance ensu
AGM, the board of directors and m

istribution of authority between the
emeny, table 4.9 shows 22.2% respondents
felt it was very great, 55.6% fe as gr hile 20.4% felt it was very moderate.
The remaining 20.4% and\Jc it was low and very low respectively.
Concerning the exten clarity of instruments of corporate governance on the
election process of, theaoa finding revealed 38.9% of respondents felt it was
very great, 42.6% it was very moderate while 14.8% felt it was low. Only 3.7%
felt it was ve . As regards the extent of clarity of instruments of corporate
gover on \the qualification of the board, the finding revealed, 25.9% of
respondentg,felt it was very great, 24.1% felt it was very moderate while 44.4% felt it

was low. 5.6% felt it was very low.
°

TheSe finding for the distribution of authority, clarity of instruments of corporate
overnance on the election process and qualification of the board were found helpful
in the interpretation of the different dimensions of corporate governance mechanism.

These dimensions include board size, leadership structure, board composition, CEO
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duality role and supervisory board independence which findings are as presented

below:-
Board Size and Competitiveness of DTS

The study sought to find out respondents’ opinion on whether board size affected

competitiveness of a DTS. As depicted in figure 4.13, 63% of respondents
the opinion that board size had no effect on competitiveness while 237
affirmative. Principle No.2 under SASRA guidelines limits the size o

between 5 and 9 directors where the size depend on the siz e 0. A
common response to a follow-up question on why the selegted Qpti espondents
who felt that board size had no effect claimed that the High uepety of meetings,
training and other board related cost meant hi hat “deflated the DTS

profitability. The other group of respondents ar t the benefits offered by the

diversity of the board outweighed the co sition on board diversity and

benefits was corroborated by the elected lea eir focus group discussions. The
finding of this study affirmed studies b
(2013), Nath, Islam and Saha (2015) and Pavel et al. (2012). Their findings revealed

that a large board size ende}up verloading owners, therefore, affecting the firm

competitiveness. ,\'V
AL

bor) Isiavwe and Ajagbe (2015), Mwangi

Figure 4.13: Board Size
Source: The Researcher
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The study sought to find out respondents’ opinion on whether leadership structure
affected the competitiveness of a DTS. As illustrated in figure 14, 63% of

respondents were of the opinion that leadership structure affected competitiveness

adequacy of delegated power to the CEO by the board for running the day-

while 37% felt it had no effect.
In terms of leadership structure, the study specifically sought to find o&

business of the Sacco. The majority of the respondent felt that CEOs onYwany

occasions been constrained to make required real time decisions as the Hrst

seek for the board authority. In addition, a majority of the respo elt that there
were different sub-committees in SACCOs, like the audi i which is a
creation of law and other committees with responsibilitieSyfoy” education and
governance, finance and human resources as well as iness development and

technology. The concern according to the findi the effectiveness of process

through which decisions by all these were passed over to the

management for execution. Some dents cited bureaucracy in the

process which ended up delaying ?ecisio

igure 2.14: Leadership Structure
Soupce: The Researcher

oard Composition

The study sought to find out respondents’ opinion on whether board composition

affected the competitiveness of a DTS. The study specifically looked at the board
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diversity in terms of the mix of skills, knowledge and experience. As depicted in
figure 4.15, a majority of the respondents (78%) were in agreement that composition
of the board affected competitiveness. The remaining 22% felt composition had no
effect. Agreed by most of the respondents was that almost all boards in SACCOs
lacked diversity citing examples where all members belonged to one profession a

gender. Also cited was that there was no known minimum education level f e

board members. This fact is evident in the SASRA guidelines, principle“No. 1.

which also omits education as part of qualification for board member
(2013) study recommended that the board need to be comprise well-educated

people.

No
22%

Yes
78%

Figure 4.15: Board Gompesitio
Source: The Research
CEO DualitygRole
ught to find out respondents’ opinion on whether CEO duality role

The

affected t ompetitiveness of a DTS. As depicted in figure 4.16, 96% as the
ajorit*of respondents felt the role had no effect. Most of the respondents felt that

th the law denied CEOs’ any voting rights in the board, their advisory role
emained important. Some respondents cited inadequate skills for managing bank

like institutions in the board as one of the main reason why the CEOs were required

in decision making. This finding affirmed Mwangi (2013) study but contradicted

Chugh et al. (2011). Mwangi study found out that there were various aspects of

53



CEOs duality that positively influenced the financial performance. Chugh et al.
findings, on the other hand, provided that CEOs being in the board and at the same
time in management resulted to a negative relationship. Chugh et al. claim that

duality increases agency costs and does not create synergies, therefore, impairing

performance.

Figure 4.16: CEO Duality Role
Source: The Researcher

Supervisory Board Independence

The respondents were asked t the extents to which they felt the supervisory
board was working indepeno&t . Table 4.10 shows 19% of respondents felt that it

was very great, 37% it was,great while 24.1% felt it was very moderate. The

remaining 3.7% fe

Table 4.10: Supervis oard Independence

Supervisory Board Independence Frequency Percent
To a great extent 20 37.0
To a low extent 2 3.7
To a very great extent 19 35.2
To a very moderate extent 13 24.1
“Total 54 100.0

SouFce: The Researcher

4.3.2 Performance Measurement System and Competitiveness

This section looks at study findings related to the second objective of the study,

specifically “to investigate how the adopted performance measurement systems
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affect the competitiveness of DTSs”. The study specifically looked at three aspects;
the types of measures commonly adopted by DTSs with a view to establish the
balancing of both financial and non-financial measures, how selected measures
conformed to the four balanced scorecard (BSC) perspectives of financial, customer,
internal business processes and learning and growth perspectives and critical facto

for effective implementation of performance measurement systems in DTS.

Balancing Financial and Non-Financial Measures

Firstly, the study sought respondents’ opinion on the importé
performance in DTS. Figure 4.17 shows an almost unanigfous, ag

respondents that measuring performance in DTS is important

a

Yes
98%

Figure 4.17: Opigion omMegglring Perfromance
Source: The Rese er

Secondly, the ght the respondents’ opinion on the importance of measuring
both al apd non-financial measures. Regarding the importance of financial
easures, le 4.11 shows 85.2% of respondents felt that financial measures are

ry imgortant in DTS.

gable 4.11: Financial Measures

Financial Measures Frequency Percent
Not very important 1 1.9
Slightly important 1 1.9
Fairly important 6 11.1
Very important 46 85.2
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Financial Measures Frequency Percent

Not very important 1 1.9
Slightly important 1 1.9
Fairly important 6 111
Very important 46 85.2
Total 54 100.0

Source: The Researcher

Concerning the importance of non-financial measures, Table 4.12 below sho

38.9% of respondents felt that non-financial measures were very importaqt 1

The majority of the respondents were of the opinion that non-finan S
were fairly important at a rate of 50%. Notable is the cum 119 r the
respondent who felt non-financial measures were slightlyZimport r not very
important.

Table 4.12: Non-Financial Measures &

Non-Financial Measures Frequency Percent

Not very important 4 7.4

Slightly important 2 3.7

Fairly important 27 50.0

Very important 21 38.9

Total 54 100.0

Source: The Researcher \b

Analysis of Type Of ures

Respondents wert§asked to 1dentify measures used by the DTS and which they

considered b&img._mo levant. Asked also was for the respondents to indicate
whethe identified measure was financial or non-financial. Figure 4.18 shows that
out of theNgeasures identified by the respondents, 76% were of financial nature while

% non-financial. This finding affirmed Rixon (2013) and Kivuvo and Olweny

14) &udies that assert that SACCOs mainly use financial measures.
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Tyvpe of measure

MNon
Moancial ,
Z24%0

Finamncial ,
T6%%,

Figure 4.18: Analysis of Type Of Measures
Source: The Researcher

N
S

to\find’out how measures

Conformity of Measures to BSC Perspectives
Out of all the measures provided, the researcher s

used by DTSs conformed to the balanced scorecard€ramework. Figure 4.19 shows
iness processes related while
20% each. This left the balance of

wth perspectives.

52% of the measures provided were in
financial and customer perspectives had a s

8% of the measures under learning and

BSC Perspe%ﬁ

W Financial perspective

20%

B Customer perspective

m Internal business processes

209
20% perspective

W earning & growth
perspective

igure 4.197 Conformity of Measures to BSC Perspectives
urceglhe Researcher

apping of DTS measures identified using balanced scorecard framework

The study sought to ascertain measures provided perspective-wise. All measures
were first recorded, harmonised and then systematically organised in a manner that

was possible to conduct the analysis. Figure 4.20 shows the findings. The structure
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used by the researcher was informed by a similar framework used by Zhang and
Longyi (2009): “The four indicators of commercial banks Bank of evaluation index

system”, p. 208).

Return on Assets/Divided;
Interest Margin to Gross
Income; Interest Margin to
Gross Income; Earning
Assets to Total Assets

Customer
complaints/
Feedback/
Satisfaction
Membership Growth
Number of branches
Promotional
activities
Number of new
accounts/clients

Financial

Customer Vision & Mission Learning

and
growth,

Internal
business
processes

Staff

training

Staff
satisfaction
levels

A

Core capital to Total Assets, Core Capital to Total
deposit liabilities, NPLs to Total Gross Loans, NPLs Net
of Provisions to Capital, Non-Interest Expenses to Gross
Income, Liquid Assets to Total Assets, Liquidity ratio,
Liquid Assets to Total Deposit, Total Loans to Total
Deposit, Number of new products, Policies developed,
ICT infrastructure, Cost reduction

ure #.20: Mapping of DTS Measures Using the BSC Model
Soupce: The Researcher
t is evident from the foregoing that DTSs have overemphasised use of financial
measures with minimal reference to financial measures. This was found to be against
Neely et al. (2005) claim that an effective performance measurement system is one

that is characterised by a set of measures that include both financial and non-
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financial measures. Further, the findings contradicted Ibrahim (2015) study on the
use of the four BCS perspectives by banks in Nigeria which revealed more financial
perspective related measures followed by customer perspective measures, then
learning and growth perspective and finally internal business processes measures.
These study findings disclosed DTSs applied more of internal business process

related measures followed by financial, customer and finally learning and h
perspectives related measures. Ibrahim conclusion that “Nigerian banks uti bot
the financial and non-financial measures as well as following @ll r

perspectives”’(p.208) cannot, therefore, be applied in this study.

Critical Factors for Effective Implementation of Perfo % rement Systems
Source of Measures 4

In addition to identifying measures used by the

T d indicating whether the
identified measure was financial or non<figansial, respondents were also asked to
indicate whether the measure was a r irement or set by the DTS. Figure
4.21 shows that the bulk of per ance

the SASRA, the regulatory afith

urement system were as demanded by

Own set Regulatory

L HLE requirement
52%

Figure 4.21: Analysis of Type Of Measures
Source: The Researcher
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Further analysis of regulatory requirement measures showed that emphasised by the
regulatory authority were measures for internal processes at 69% followed by
financial perspectives. Figure 4.22 shows a summary of the results. The findings
showed that there were no measures for either learning and growth or customer

perspectives demanded by the regulatory authority.

Learning &
growth
perspective
0%

Financial |
perspective
31%

Internal
business
processes
perspective
69%

Customer
perspective
0%

Figure 4.22: Analysis of Type Of Measu&es
Source: The Researcher
The findings confirmed Mitchell (2

competitiveness which reveal

study; on financial sector compliance and

at regufations may have a negative effect on

competitiveness. In this stu@g celved by financial services providers was that

regulations may end up4Rampering ability to introduce new products and services or

new ways of doing thi ce adversely affecting financial performance and

impairing the overalycompetitiveness of the institution.

Top Le sh mitment

The stud ried the respondents, the extent leadership commitment affected the
DTS performance measurement system. As shown in table 4.13, 53.7% of the
r nd;nts felt that it was very great, 33.3% felt it was great, while 5.6% felt it was
ery moderate. The remaining cumulative percent of 7.4 was equally shared by
respondents who felt that the extent was low and very low. In a related study,
Domanovic (2013), on the effectiveness of performance measurement in terms of the

contemporary business environment claimed that top management support was the
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most prominent organisational factor required to create an impact on performance

measurement systems effectiveness.

Table 4.13: Top Leadership Commitment

€

Top Leadership

Commitment Frequency Percent
To a very low extent 2 3.7

To a low extent 2 3.7

To a moderate extent 3 5.6

To a great extent 18 33.3

To a very great extent 29 53.7
Total 54 100.0

Source: The Researcher V
Organization ICT Infrastructure
The study queried the respondents, the extent ICH, infrastrucitire affected DTS

performance measurement system. Table 4.14 s that 57%% of the respondents

felt that it was very great, 33.3% felt it was_great™whilgsthe extent that it was very

moderate and low shared 1.9% each. Th 10ing 5.6% felt that it was very low.

The finding were in line with stu one Yy several researchers claiming that

SACCOs experience inadequa T sys , fail to integrate both the front and

back office meaning lack a stem that can provide a holistic view of the
organization, have pro s with syStem support, technical training, implementation
process and inadequateve tin ICT (Alukwe, et al., 2015; Makori et al., 2013;

Mbiwa, 2014; Obu Mudturi, 2015)

Table 4&0%‘tion ICT Infrastructure

Organization ICT

Infrastructure Frequency Percent

To a very low extent 3 5.6
(‘To a low extent 1 1.9

To a moderate extent 1 1.9

Q To a great extent 18 33.3

To a very great extent 31 57.4

¢’ Total 54 100.0

Source: The Researcher
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Knowledge on Performance Measurement Systems

The study queried the respondents’ whether they were conversant with their
organisation performance measurement system. Table 4.15 shows that majority of
the respondents at 63.0% felt that they were partially conversant with their
performance measurement system and only a half of the partially group felt th

were very conversant at 31.5%. Those not conversants were 5.6%. The finding e
similar to Domanovic (2013) findings that inadequate informati abou
performance measurements is a common occurrence.

Table 4.15: Knowledge on Performance Measurement Systerﬂ )
Knowledge on Performance Measurement

Systems Frequency Percent
Not conversant 3 5.6
Partially conversant 34 63.0
Very conversant 17 31.5
Total 54 100.0
Source: The Researcher y

4.3.3 SASRA Regulations and C etitivengss

This section looks at study fikdi related to the third objective of the study,
specifically “to examine how ected SASRA regulations affected the
S

licensing requireents Q)

competitiveness of The) study looked at five aspects of regulations; (a)

apital adequacy, (c) liquidity, asset and liability

management cre nagement and (e) investment policy. Data was corrected
through gugstiomnaire survey and from FGDs. The results are presented as
follows.
Licensing

[

Respondents were asked about the extent to which SASRA regulation on licensing

ffected the competitiveness of the DTS. Table 4.16 shows that 5.6% of the
respondents felt that the extent licensing requirements affected DTS competitiveness
was very low while 11.1% felt that it was low. 37.0% of the respondents felt that it
was very moderate whereas 15% it was great. The remaining 18.5% indicated that it
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was very large. On the effect of licensing requirements, the reasons given by the
respondents was that the requirements stretched the SACCOS financially. This was
in supporting institutional infrastructure, including adequate working space, a
banking hall, strong room and safe, and an information management system (IMS).
Further, payment of a high licensing fee of fifty thousand shillings for head offi
and twenty thousand shillings for each branch regardless of the size of the S

According to the respondents and as collaborated in the FGD, accessin icens

from SASRA has been expensive. Despite the high cost, the maj t
licensing affected DTS competitiveness to a very moderate ext orts
Macharia (2008) study that licensing requirement helped impr, ormance
only to an average extent.

Table 4.16: Licensing ‘Q

Licensing Frequency Percent

To a very low extent 3 5.6

To a low extent 6 11.1

To a very moderate extent 20 37.0

To a great extent 15 27.8

To a very great extent 10 18.5

Total 54 100.0

Source: The Researcher \?
Capital Adequacy (Mifignum Gapital Requirement)
Respondents wergf asked\abalit the extent to which SASRA regulation on capital

adequacy affected th petitiveness of the DTS. Table 4.17 shows that 3.7% of
the respondent

t it was very low, 5.6% felt that it was low while 22.2% of the
respo felt that it was very moderate. 38.9% felt that it was great while the
maining 2976% felt that it was very great. The cumulatively 68.5% of respondents
r great and very great extent implies regulation pertaining to capital adequacy

negatively impacted DTSs competitiveness.

During the focus group discussions, participants advanced various reasons as to why
capital adequacy requirement affected competitiveness which substantiated
respondents’ responses. That in addition to the ratios being too high for small

Sacco’s, capital adequacy regulation demanded funds being set aside hence affecting
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Sacco’s loaning portfolio. Critical about this regulation according to the respondents

was that SACCOs ended up borrowing expensive funds from commercial banks

making DTS businesses costly despite having accumulated own funds.

These

maintain minimum core capital of Kshs 10 million, together with core capital to tot

reasons were advanced against the regulatory framework that required DTSs to :
e

assets, core capital to deposit liabilities and institutional capital to total assets

ratios of 10 percent, 8 percent and 8 percent respectively. Sacco Supervisi
Report (2014) concurred with this study findings given that the report rev
compliance to capital adequacy ratios was a challenge. The visiQn seport

particularly noted that institutional capital to total assets rai

@ment)

complied with.

Table 4.17: Capital Adequacy (Minimum Capitak

W

nnua

ost non-

Capital Adequacy (Minimum Capital

Requirement) Frequency Percent
To a very low extent 2 3.7

To a low extent 3 5.6

To a very moderate extent 12 22.2

To a great extent 21 38.9

To a very great extent 16 29.6
Total 54 100.0

Source: The Researcher, \/

were . Though descriptive analysis and statistics were presented

separatelygoperating an agency and opening a branch were grouped together with the

ithdrawable deposit, non-withdrawable deposit and members’ shares forming the

nd ﬁroup.

inimum and Maximum Levels of Cash Management

Respondents were asked about the extent to which SASRA regulation on minimum

and maximum levels of cash management affected the competitiveness of the DTS.
Table 4.18 shows that 1.9% of the respondents felt that it was very low, 9.3% felt
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that it was low while 22.2% of the respondents felt that it was very moderate. 31.5%
felt that it was great while the remaining 35.2% felt that it was very great. The
cumulatively 66.7% of respondents for great and very great suggests minimum and
maximum levels of cash management negatively impacted DTSs competitiveness.
Respondents advanced various reasons as to why minimum and maximum levels

cash management affected competitiveness and which reasons were substa d

during FGDs. That like the minimum capital requirements, DTSs were r

maintain 15% of their liquid asset. This according to the respondents an@ partici

notes and coins, net balances at institutions licensed undegth
bills and bonds traded in the secondary market as wellg@s deposits#eld at other Sacco

societies.

This finding that minimum and maximu management also affected

the competitiveness of DTS corresponds to i et al. (2013) finding on capital
adequacy requirements. That demand fofsetting aside huge funds raised internally

ended up impacting the DTSs n

Table 4.18: Minimum,afid Maximdm Levels of Cash Management
Minimum and Maximum Levels of Cash

Management Frequency Percent
To a very low extent 1 1.9

To a low extent 5 9.3

To a very moderate extent 12 22.2

To a great extent 17 315

To a very great extent 19 35.2
Total 54 100.0

ource'.The Researcher

Opening A Branch

Respondents were asked the extent to which SASRA regulation on opening a branch
affected the competitiveness of the DTS. Table 4.19 shows that 1.9% of the
respondents felt that it was very low, 5.6% felt that it was low while 44.4% of the
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respondents felt that it was very moderate. 31.5% felt that it was great while the

remaining 16.7% felt that it was very great.

Table 4.19: Opening a Branch

W

Opening a Branch Frequency Percent

To a very low extent 1 1.9

To a low extent 3 5.6

To a very moderate extent 24 44.4

To a great extent 17 315

To a very great extent 9 16.7

Total 54 100.0

Source: The Researcher ~’

Respondents were asked the extent to which SASRA regdlatign omgoperating an
agency affected the competitiveness of the DTS. Table 4.20 shewsthat 1.9% of the
respondents felt that it was very low, 3.7% felt that | w while 48.1% of the

respondents felt that it was very moderate. 3% that it was great while the

Results for both opening a branch an agency show comparable ratings

with respondents agreeing that lationsfer the two affected competitiveness to a
very moderate extent. The m& e respondents concurred on one concern that
regulator demanded notification of the DTS intention to open and operate a branch or
operate an agency and ad to wait for a written approval prior to engaging

in the business. Apkocess)they felt took too long sometimes and not handled in a

confidential iven that ‘competitors keep their ears to the ground’.
Table'@Ope ting an Agency
Operating an Agency Frequency Percent
To a very low extent 1 1.9
To a low extent 2 3.7
To a very moderate extent 26 48.1
To a great extent 17 31.5
o To a very great extent 8 14.8
Total 54 100.0

Source: The Researcher
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Members’ Shares

Respondents were asked the extent to which SASRA regulation on Members’ shares
affected the competitiveness of the DTS. Table 4.21 shows that 40.7% of the

respondents felt that it was very low, a similar 40.7% of respondents felt that it wa
low while 18.5% of the respondents felt that it was very moderate. The cumulatiyely
81.5% for very low and low suggested regulation on members’ shares ve

minimal negative effect on DTSs competitiveness. x
Table 4.21: Members’ Shares

Members’ Shares Frequency Percent
To a very low extent 22 40.7

To a low extent 22 40.7

To a very moderate extent 10 18.5
Total 54 100.0

Source: The Researcher § \ -

Non-withdrawable Deposit

Respondents were asked the extent§to which SASRA regulation on non-
withdrawable deposit affected the competitiveness of the DTS. Table 4.22 shows that
33.3% of the respondents felt\hat it was very low, 40.7% felt that it was low while
22.2% of the respondents¥glt that it was very moderate. The remaining 3.7% felt that

it was great. Thedcumulatively 74.1% for very low and low extent implied that

regulation on,hon

competitivene
Table 4.&' Non-withdrawable Deposit

able deposit had very minimal adverse effect on DTSs

Non-withdrawable Deposit Frequency Percent
(< To a very low extent 18 33.3
To a low extent 22 40.7
Q To a very moderate extent 12 22.2
To a great extent 2 3.7
¢ Total 54 100.0

Source: The Researcher
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Withdrawable Deposit

Respondents were asked the extent to which SASRA regulation on withdrawable
deposit affected the competitiveness of the DTS. Table 4.23 shows that 25.9% of the
respondents felt that it was very low, 38.9% felt that it was low while 29.6% of th
respondents felt that it was very moderate. The remaining 5.6% felt that it was ggéat.
The cumulatively 74.1% for very low and low extent implied that regulatio no

withdrawable deposit had very minimal adverse effect on DTSs co

The cumulatively 64.8% for very low and low extent suggested al

on withdrawable deposit had very minimal adverse effect on D
Table 4.23: Withdrawable Deposit A )

Withdrawable Deposit Frequency Percent
To a very low extent 14 25.9

To a low extent 21 38.9

To a very moderate extent 16 29.6

To a great extent 3 5.6
Total 54 100.0
Source: The Researcher \) r

Credit Management \

Respondents were as separate questions about the extent to which SASRA

regulation on the j ra arged on loans, interest fee and security for loans

affected the competitiveness of the DTS.Regarding interest rate on loans, Table 4.24
shows that 9. 7@.

% 4,18

ile 14.4 felt it was very low. Concerning interest fee charged, 3.7% felt

he respondents felt that it was very great, 25.9% felt that it was

great v of the respondents felt that it was very moderate. 25.9% felt that it

was low
hat it was great while 9.3% of the respondents felt that it was very moderate. 42.6%
fe t it was low while 44.4 felt it was very low. Regarding regulation on security
or loans, 9.3% of the respondents felt that it was very great, 22.2% felt that it was
great while 25.9% of the respondents felt that it was very moderate. 18.5% felt that it

was low while 24.1 felt it was very low.
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Table 4.24: Credit Management

Toavery To a To a very I To a
: reat great moderate Toa low very
Credit Management g extent low

extent extent extent

extent
Interest rate 9.3 25.9 24.1 25.9 14.4 )
Interest fee 3.7 9.3 42.6 44.4
Security for loans 9.3 22.2 25.9 18.5 24.1
Source: The Researcher <

External Borrowing X
Respondents were asked about the extent to which external b regulations

affected competitiveness and the response was 5.6% respop@ling)that extent was

very low and 1.9% responding that the extent was low. 14.8% thét the extent was

very moderate while 40.7% felt the extent was greét. aining 37.0% felt the

extent was very great. Table 4.25 shows a su ry of the results. The findings of

013) study on the effects of

this research were in line with the findin
regulatory compliance which found latory requirement on external

borrowing affected the financial pgrform SACCOs in Kenya.

Table 4.25: External Borrow’rng X

External Borrowing Frequency Percent
To a very low extent 3 5.6

To a low extent 1 1.9

To a very moderate 8 14.8
extent

To a great extent 22 40.7

To a very great extent 20 37.0
Total 54 100.0

ource: THgResearcher

ter-SACCO Borrowing

espondents were asked about the extent to which inter-SACCO borrowing affected
competitiveness and the response was 7.4% responding that the extent was very low

and 13.0% responding that the extent was low. 35.2% felt that the extent was very

moderate while 24.1% felt the extent was great. Table 4.26 shows a summary of the
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findings. The remaining 20.4% felt the extent was very great. Both the respondents
and in FGD felt that this regulation needed to be clear on how SACCQOs can come up
with a functional inter-lending facility similar to the one supporting commercial
banks. They claimed that the current provision is inadequate given that it only
provided that “a Sacco Society may borrow or lend to another Sacco for purposes

providing funding for member loans or to finance temporary liquidity sho ”?
(Sacco Societies Regulations, 2010). It is this inadequacy that respondw,

SACCOs borrowed from the commercial market at exorbitant rates.

Q>

Table 4.26: Inter-SACCO Borrowing

Inter-SACCO Borrowing Frequency Percent
To a very low extent 4 7.4

To a low extent 7 13.0

To a very moderate extent 19 35.2

To a great extent 13 24.1

To a very great extent 11 20.4
Total 54 100.0

Source: The Researcher

Y

Insider Lending

Respondents were asked abeut the Jextent to which insider lending affected
competitiveness. As s in table 4.27, 13.0% responded that the extent was very
low and 18.5% regpon the extent was low. 27.8% felt that the extent was
very moderate whi similar response of 27.8% felt the extent was great. The

e extent was very great. Looking at the cumulative percent of

hich fgund out that insider trading requirement affected the financial performance
0 COs in Kenya.

able 4.27: Insider Lending

Insider Lending Frequency Percent
To a very low extent 7 13.0
To a low extent 10 18.5
To a very moderate extent 15 27.8
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To a great extent 15 27.8
To a very great extent 7 13.0

Total 54 100.0

Source: The Researcher

Approving a Product

Table 4.28 shows that 1.9% of the respondents felt that regulation on appro€in

product affected DTS competitiveness to a very low extent, while 7.4%_felt that its

effect was to a low extent. 22.2% of the respondents felt that this regulati d
competitiveness to a very moderate extent whereas 37.0% of re hat it
had an effect to a great extent. The remaining 31.5% felt that a product

affected DTS competitiveness to a very great extent. The cepn with SASRA
approval prior to any engagement in business also under the approval of

products, specifically approval of a new loan

duc, The majority of respondents
felt that the process of approval led to nee ucfacy in the wake of the stiff

competition DTSs face in the country.

Table 4.28: Approving a Produet.

Approving a Product Frequency Percent
To a very low extent 1 1.9
Toa low extent 4 7.4
To a very moderate extent 12 22.2
To a great extent 20 37.0
To a very great extent 17 315
Total 54 100.0
Source: Lhe R’%Eﬁﬂer
Investm

spondents”were asked about the extent to which investment regulations affected
petitiveness. The findings in table 4.29 show that 31.5% of the respondent felt
that’the extent was very low and 33.3% felt that the extent was low. 22.2% felt the
xtent was very moderate while 7.4% felt it was great. The remaining 5.6 felt that the
extent was very great.

Table 4.29: Investment
Investment Frequency Percent
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To a very low extent 17 31.5

To a low extent 18 33.3
To a very moderate extent 12 22.2
To a great extent 4 7.4
To a very great extent 3 5.6
Total 54 100.0

Source: The Researcher

4.3.4 Staff Training and Development and Competitiveness

This section looks at study findings related to the fourth objective tudy,

specifically “to establish the staff training and developmen st affect
hich

competitiveness of DTSs”. The study looked at three aspects ¢ employees’

perception of their competence, organisation commitmgnt training and

development and budget allocation towards staff trai development.

Employees’ Perception of their Competence

The study sought the respondents’ opinion\on Whether their level of competence

affected competitiveness. Then a_follo stion was asked about the extent to
which respondents’ felt thelr evel_of competence affected competitiveness. The

findings are as shown in fj gu .23 and table 4.30.

affect Competitiveness

a
<\°

igure 4.23: Employees’ Perception on their Competence
Source: The Researcher

Table 4.30: Employees’ Perception on their Competence
Employees’ Perception on their Competence Frequency Percent
To a very low extent 1 1.9
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To a low extent 2 3.7

To a very moderate extent 3 5.6
To a great extent 16 29.6
To a very great extent 32 59.3
Total 54 100.0

Source: The Researcher

As depicted in figure 4.23, 96% of respondents felt that staff level of competénce
affected the competitiveness of the DTSs. Regarding the extent whic
respondents’ felt their level of competence affected competitiveness, findings in

4.30 show that 1.9% of the respondent felt that the extent was very and 3.7% felt
that the extent was low. 5.6% felt the extent was very moder % felt it
was great. The remaining 59.3 felt that the extent was ve » The"views of the
respondents affirmed the findings of Makori et al. (2013)\stu n the challenges

facing deposit-taking savings and credit cooperati regulatory compliance

in Gusii region which revealed the inadequate
SACCOs.

ial and staff capabilities in

Organization Commitments towards and Development

The study sought to find (h( responidents’ opinion on the extent to which top

leadership and mana s committed towards the training of staff and
development wherg 1.9%,0f
low. 44.4% felt thatYwas/very moderate while 25.9 felt it was great. The remaining

18.5% felt it y great. This is as depicted in Table 4.31. The findings

ondents felt that it was very low and 9.3% felt it was

confir urithy (2015) study on the influence of the adoption of human resource
informatiomgystems on SACCOs which revealed that there were certain programmes

in SACQOS that failed to attract adequate commitments from top leadership.

Ql'a le 4.31: Organization Commitments towards Training and Development
v’ Organization Commitments towards Training and

Development Frequency Percent
To a very low extent 1 1.9

To a low extent 5 9.3

To a very moderate extent 24 44.4

To a great extent 14 25.9
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To a very great extent 10 18.5
Total 54 100.0
Source: The Researcher

Budget Allocation Towards Staff Training and Development

The study sought to find out respondents’ opinion on the extent to which bud

allocation towards staff training was sufficient. Table 4.32 shows the findings e
3.7% of respondents felt that it was very low and 25.9% felt it was low.,31:8% felt
that it was very moderate while 27.8 felt it was great. The remaining elprit
was very great. The findings were in line with Murithi (2015) st ich rved
that SACCOs suffered from inadequate resources.

Table 4.32: Budget Allocation Towards Staff Training and pment

Budget Allocation Towards Staff Training and Development  Frequency Percent
To a very low extent 2 3.7

To a low extent 14 25.9

To a very moderate extent 17 315

To a great extent 15 27.8

To a very great extent 6 11.1
Total 54 100.0

Source: The Researcher

\

Discussion of Findings

This section presents the,diseuSsion regarding the research findings starting with a

comparison with theSfour theories specified in chapter two as the foundation of the

study. These V@ er's Diamond Model, Balanced Scorecard Model, Resource-

mpirical stughes undertaken in the past.

®
Linking with the Theories

orter's diamond model

Porter’s model offers four broad features of promoting or hindering the creation of

competitive advantage which includes factor conditions, demand conditions, related
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or supporting industries and firm strategy, structure, and rivalry. In addition, Porter
presents two other variables namely chance and government which are also critical.
While all the attributes were found applicable in the study, the findings related
perfectly with factor conditions, firm strategy, structure, and rivalry and the role
government plays. The Study found that adherence to corporate governan

principles, especially on transparency and accountability board size, leadgfSkip
structure, board composition, staff competence and the adopted per anc
measurement system, affected the competitiveness of the deposit-taking @

addition, some government regulations were also found to affect t petjtiveness.

According to Porter (1990), the most important factors of pr ose that

involves sustained and heavy investment, scarce, diffic i nd are more
specialised. Further, factors that are not inherited

create a competitive edge, it requires human reso of quantity and skills,

work ethics (corporate governance) and knowle rces which could be the

system) and infrastructure as in ty, ityy communication (ICT) among other
factors. In addition, Porter belie¥es that ernments can foster advantages at a
national level, by considerN icies that they can put in place to allow

industries and organisati@os to develOp a strong competitive position.
Balanced Score Model

Kaplan and the authors of balanced scorecard model believed that

omfpetitive advantage requires organisations to exploit intangible assets
that are not\gecessarily reflected in financial measures. They believed that intangible
ssets POssess unique hidden potential. Towards this, they offered that there should
be%aright mix of both financial and non-financial measures. This is in addition to the
inancial measures, organisational performance should also reflect measures from a
customer perspective, an internal business process perspective, and a perspective

measuring employee growth and learning. The Study found that DTSs emphasised
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more on financial measures and that measures were not well balanced across the four

perspectives
Resource-Based View Theory

RBV theory has it that a firm enjoys a competitive advantage when it i
implementing a value creating strategy and which is not being imple d
simultaneously by the other firms. Further, the theory presents that the real ‘source o
competitive advantage is in the intangible assets such as hu pifal,

organisational culture, knowledge, management skills and firm ' : ore a

need to innovate continuously, more so in systems, process nd Services that are

intangible in nature (Liu et.al., 2010). The study found inadequate’ commitment
towards staff and training development as well as formance measurement

systems that could be a source of competitivenesg acégrding t0 RBV theory.

Agency Theory

The argument on agency theory has maifily beeh on the need for the separation of the
board and CEO roles. With th€ views that increasing of the board’s independence

from management leads b«btter monitoring and oversight, hence better

performance. The stu nd, that though the separation of the two has even been
made mandatory oy la ondents unanimously supported the DTSs actual
practice of the CEO Beingpart of the board as a de-facto member.

4.4.2 g with Literature

is study found that application of corporate governance principles in DTS not

ing s&tisfactory which confirms Ondieki (2011) study on the effect of external
inahcing on the financial performance of savings and credit societies in Kisii

istrict. Ondieki study revealed poor governance and limited transparency as some
of the major challenges inherent in the Saccos in Kenya.
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Regarding corporate governance mechanism, the study found that respondents were
of the view that leadership structure in DTSs affected competitiveness. This was in
terms of board size, composition, and structure as evaluated by the process through
which authority flow from the various committees to the main board and then to the
management. The findings were found to be in line with Mwangi (2013) study on t

effect of corporate governance on the financial performance of companies lis n

the CEO, the study found that it had no effect on competitiveness.
contradicted Chugh, et al. (2011) study which established that C

a negative impact on performance Indian firms.

ality roJe had

The study found that the adopted performance measurement s affected the
competitiveness of the DTSs, mainly due to failufe t ce both financial and
non-financial measures as well ensuring the right miof measures across the four

veral other studies including

balanced scorecard perspectives. The findi

the study by Rixon (2013) and Kivuvggand (2014).

In relation to SASRA regulatiéns; the study found that regulations on licensing,

capital adequacy, minimumh maximum cash holding, opening a branch and an

agency, approving loa ducts, external and inter SACCOs lending as some of the

regulations affecting th itiveness of the DTS. The study findings confirmed
Mitchell (2011) o

financial secto

vatipon that some regulations harm competitiveness in the

The studygfound that staff training and development affected competitiveness. Thsi
s attributed to inadequate allocation of resources and top leadership support which
firm&d Murithi (2015) study on the influence of the adoption of human resource

information systems on savings and credit companies.
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CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.1 Introduction

The study sought to determine factors affecting competitiveness in DTSs with
focus on the Embu County. A field survey was conducted in which primary/@ata
using self-administered and both open and close-ended questions was e an
coupled with focus group discussions. Focus groups discussion were Conductee at
each of the five DTSs with each attended by the 4 executiv bers plus 3
supervisory board members as planned, therefore a total of 7 parti r group.

targeted 61

Regarding the use of the semi-structured questionnai
respondents out of whom, 54 successfully respond
DTSs in Embu County licensed by 31st Dec 20
all the staff members assigned any managerial or
DTS.

targeted all the
d as respondents were

ry role in their respective

5.2 Summary

Corporate governance was fi(t ised as a very important determinant of DTSs

competitiveness. Recogrized als ere the corporate governance instruments

commonly used in which include the by-laws, Sacco societies Act (no. 14
les Act (1997), SASRA regulations (2010), SASRA
delines (2015), Governance policies, Code of corporate

of 2008), Coopefative sogie

nce

and transparency were not adequate especially to the members

nersy and the members of the public. On corporate governance mechanism, it was
elt”that board size and the duality role of the CEO had no adverse effect on
ompetitiveness, however, leadership structure as relates the process of the flow of
authority from the various committees to the management and board composition
were considered as impacting negatively on the competitiveness of deposit-taking

SACCOs. Concerning the flow of authority from the various committees to the board
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and then to executives, it was found to be bureaucratic as it led to CEOs being
constrained in making real time decisions as authorization had to come from the
committees or the board. On board composition, the study found that DTSs boards
lacked in diversity in terms of the mix of skills, knowledge and experience. Cited as
examples were boards where all members belonged to a single profession, ma
dominated and lacking young members. Also cited was total absence of minj

education level for the board members even in law

Regarding adopted performance measurement systems and ho
competitiveness, it was found that SACCOs emphasised more i easures
than non-financial. The performance measures used were ,also in terms of
balancing across the four BSC perspectives. Further, the study ings disclosed that

DTSs applied more of internal business processgs re measures followed by

financial and then the customer with the learnin wth perspectives having the

least, though expected to the ‘engine’ for o ¢ss. The major factors found
to affect performance measurement system many measures required by the

regulatory authority and of which,were inancial or internal processes leaving

out customers and learning apd Other factors cited were staff competence or
familiarity with performance mea ent, top leadership support and inadequate
ICT infrastructure inelu fully functional management information systems for

real-time inform

Concerning h A regulations affected competitiveness, the study found out
that t ere Yegulations that impacted DTSs performance negatively. Some of
these we e regulations on licensing, capital adequacy (minimum capital
equirernent), minimum and maximum levels of cash management, opening a
b , operating an agency and inter-SACCO borrowing. On the effect of licensing
equirements, the reasons advanced were cost involved in coming up with the
infrastructure, including adequate working space, a banking hall, strong room and
safe, and an information management system (IMS). In addition, payment of what
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was perceived to be a high licensing fee for the head office and for each branch
regardless of the size of the SACCO.

On the effect of capital adequacy (minimum capital requirement), the reason
advanced was the mandatory setting aside of Kshs 10 million, together with core

capital to total assets, core capital to deposit liabilities and institutional capit

about this regulation according to the finding was that SACCOs ended
expensive funds from commercial banks despite having accumul
About minimum and maximum levels of cash management, th
like the minimum capital requirements, DTSs were also required
their liquid asset. This meant withdrawing a huge amount of ‘easi’ for on-lending,
denying additional profit to DTS. On opening a lgran erating an agency and

approving new products, the major concern theNdemand by the regulator for

approval prior to the DTS engaging in a It was that the process took

too long and was not handled in a cghfidential yranner. Concerning inter-SACCO

borrowing, it was claimed that the curre ision is inadequate given that it fails
to come up with a proper m( isi for establishing a DTSs inter-lending facility

like the one used by commercial . This is coming up with a central liquidity

facility similar to the.6pe managed by Kenya Bankers Association to enable an inter-

Sacco market w they 8an lend and borrow.

5.3 Conclusio

This s fopr (4) main conclusions as follows.

Firstly, based on the findings on corporate governance mechanism particularly the
[

d composition that lacks the call for diversity in terms of education background,

kills and even gender, it is logical to conclude that governance leadership structure

hinders DTSs competitiveness in the banking sector.

Secondly, given the finding that DTSs concentrate more on financial measures and
fails to recognize their customers (who at the same time the owners) and staff as
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evident from limited emphasize on growth and internal perspectives, it is also logical
to conclude that DTSs have been unable to exploit the unique hidden potential
availed by intangible assets and which are not necessarily reflected in financial
measures. Therefore ineffective performance measurements systems that have denied

DTSs competitiveness in the market

Thirdly, findings on SASRA regulations reveals that there has been t u
government control and there are provisions that affect rather than

competitiveness of the DTSs. Especially by failing to differentiate
different forms and sizes of DTSs like the rural based and ur
commodity based and DTSs for salaried people and finally ditferentia in terms of
size. Charging a national-wide and a small DTS in the, rur as same fee or
excepting the same level of a management informagion inhibits the growth of
conclude that SASRA has failed

rural-based to grow.

the smaller organisations. It is, therefore, logic

to create a level playing field for DTS —es

Fourthly, given the findings on staff traiping and development, the study concludes

that DTSs suffer from inadequate Skills hence lacking in one of the most important
factors needed for enhancing&elr competitiveness.
5.4 Recommendati

5.4.1 Policy Recormmendations

The findings that some aspects of corporate governance, performance

ASRA regulations and staff development affected the
ompetitiveRess of deposit-taking SACCOs. Some of the aspects are regulatory in

ture. o

SASRA as the regulatory authority should revise the regulations especially the
provisions relating to the composition of the board. This is with a view to having a
well-balanced board of directors with the right mix of skills and education
background. Further, SASRA should consider the need to apply some of the
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regulations by size and area of DTS operation with a view spur the growth of the

small and those operating in the rural areas where the majority are unbanked.

i) As a priority, SASRA should look at the SACCOs inter-lending provisions with
a view to coming up with a mechanism to establish by law a facility to enable inter-

lending among DTSs.

iii) The top management should fully embrace or adopt the concept of Ne
management to enable the DTSs to exploit the unique hidden potenti dby

intangible assets. %

iv) The top management should also come up with staff.de meRt/strategies and
adequately fund their implementation- this by ackno ging thafPDTSs operate in a
knowledge-based sector for competitiveness.

5.4.2 Recommendations for Further Res€a

The study shows that out of the four perspectives, learning and growth rank last

in terms of application. Obser; Is that tArough the process of identification of
objectives and measures of t& r three perspectives, gaps emerge. These are the
inadequacies that need 4@, be addresSed in order to achieve all the set targets in an

arning and growth perspective is, therefore, to map

of satisfying er’s needs, improving business processes, and achieving the

als. Wn essence learning and growth perspective should be the engine for
e other perspective. Given this, a more detailed research need to be
carried out on the effect of learning and growth perspective in deposit-taking

Y
S Os.
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APPENDICES

Appendix I: Introduction Letter

Factors affecting Competitiveness Of Deposit Taking SACCOs: A Case Of Embu
County In Kenya

Dear Sir/ madam,

My names are Charles Maina Gakuru. I am a student from StgPaul’s University

pursuing a Master of Development Studies (MDS).

I am conducting a study on factors affecting competitiveness Deposit Taking
SACCOs in Embu County. Specifically to d

S

the “effects of corporate

governance, performance measurement system A regulation and staff training

and development on the competitiveness o
study will assist the SACCO sub-sector an

financial services providers in Kenya banking industry.
I will be very glad for your a& e 1§ completing this questionnaire.

Please:

e Do notwrite me on the questionnaire.

o onﬁg Mhe questions accurately and honestly

. %ot hat your responses to the questionnaire are confidential and will not
be losed to any party, as it is the overall results that will be made available,
and not those of specific individual comments.

hanking you in advance.

Charles Maina Gakuru
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Appendix I1: Staff Questionnaire

SECTION A: GENERAL INFORMATION

1 Gender of . Male Female
Respondent:
1830 31-40 41
years years rs
2 | Age:
above 50
years
Secondary iploma
Highest
3 | Education ‘
Level : First Masters
degreé,
Other-
specify £ &
Position in
Top \' .
4 the o Manageme Middle Supervisor
Organizatio ¢ Management
n
At Finance/Ac :
inistr counts/Aud Marketin
it g
Department/
unitin t Member
5 Organiz affairs/PR
Credit IT Branch
Manager
°® Branch Supervisor
"| How long Less than 5-10
1- 5 years
have you 1 years years
5 worked with
your
organization 11-15 Over 15
" years years
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SECTION B: CORPORATE GOVERNANCE

In your opinion, to
what extent do you

think of the

importance of

corporate

governance* in

enhancing

competitiveness in
your organization?

Corporate governance*:Simply how the DTS is direct

Very
important

Not very
important

Fairly
important

Unimportant

Slightl
imp@rta

8a. Does your

organization have
any documented

instrument* that is
applied on guiding

corporate
governance?

Instrument*:Document
that sets the standard

0 within which corporate

governance is executed

If yes, which are
these instruments
and their source?

/8\

f the instrument

&

v

y

4

To what extent do your
agree with the following

statements?,

where:-

To avery
great
extent=5

Toa
great
extent =

Toa
very
modera

extent
=3

To a low
te extent =2

To avery
low extent
=1

Board of directors are
familiar with the
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instrument(s) of corporate
governance.

Board of directors are
committed to the
instrument(s) of corporate
governance.

Members of staff are
familiar with the
instrument(s) of corporate
governance in your
organization.

Instrument(s) of
corporate governance
protect shareholder rights
and the equitable
treatment of shareholders

Instrument(s) of corporate
governance ensures fair
distribution of authority
between the AGM, the
board of directors and
management.

Instrument(s) of corporate
governance are very clear
on the election process of
the board.

Instrument(s) of corpor
governance are ve cIear
on the quallflc he
board.

The orgam a |so en

and ma valla
required ion to
t bérs.

ganization is open
and available
required information to
the@customers (clients
ho are non-members).

The organization is open
and make available
required information to
the members of the public

The organization is open
and make available
required information to
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the regulatory authority

Supervisory board does
its work independently

10a. In your opinion, does
the board size* affect*
competitiveness of your
organization?

Yes

No

board size*: the number of the board
affect*: Distress or upset
10b. If yes, why do you think so?

S

=N

11

11a. In your opinion, does
leadership structure*
affect* competitiveness of
your organization?

leadership structure*:how flow
authority work together,

affect*: Distress or upse\

11b. If yes, why dagyou think so

a

untability and

4

youf opmion, does
rd c@mposition*
competitiveness of
your organization?

[

oard composition*:the board independence and
diversity i.e. the mix of skills, knowledge and
experience
affect*: Distress or
upset
12b. If yes, why do
you think so?

Yes

No
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13

13a. In your opinion, does
the CEO duality role* i.e.
also attend board meeting
affect competitiveness of

your organization?

duality role*
affect*: Distress or
upset

13b. If yes, why do
you think so?

Yes

No

SECTION C: PERFORMANCE M

SU

T SYSTEM

14

To what extent are
you well conversa
with your
organization
performanc

4

N\ [ Very
C rsa
t

Partially
conversant

Not
conve
rsant

ormance measurement system*: the set of metrics/Key
erformance Indicators used to quantify both the efficiency

and effectiveness of actions or to quantify organization

performance.

performance is important
in 'your organization?

If yes, how?

Yes

No
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Of the performance measures/KP1 used by your organization, which measures do

16 you consider to be the most relevant?
Is the measure Indicate below whether this
financial measure is a regulatory
(quantitative) or Non- | requirement or organization
financial (qualitative)? | own set measure/KP1, whered{
. . Non- Regulatory | Own set n’
Financial | .. . .
Measure 1 financial | requiremen | measure AKn
=2 t=1 =2 =0
a
b
C
d
e
f
g
h
(
i \
J
. . Unim
Very Fairly Slightly Not very ortan
17 important | important important = | importan P ¢
. =5 =4 3 t=2
measures/KPI is to your =1
or@anization competitiven
SS
a . .
Financial measures only
b Non-financial measures
18 To what extent do you Toavery | Toagreat | Toavery Toalow |Toa
think the following great extent =4 | moderate extent= | very
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aspects affect* your
organization performance
measurement system?
affect*: Distress or upset

extent=5

extent =3 2 low

extent
=1

Organization ICT

2 | infrastructure
b Top leadership
commitment
Staff competence on
c | performance

measurement systems

SECTION C: SASRA REGULATION

QOV

In your own opinion, to what extent do you think the f ow' g aspects provided by
SASRA Regulations affect* your organization compétiti a scale where to
11a very great extent= 5, to a great extent 4,toa de extent= 3, to a low
9 |extent=2 andtoa very low extent =
affect*: Distress or | Rating
upset of effect do you think so?
a Licensing
requirement
b Minimum capital \)
requirement
Minimum &
c | Maximum levels of )
cash management
d | Cash holding Iiﬁs\
e | Opening of a bragch
f Operatin an
ncy/outlet
g | Membgrs shares
| Non-withdrawable
deﬂosit
i ithdrawable
deposit
/
A J | Interest rate
k | Interest fee
| | Security for loans
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4

Inter Sacco

m :
borrowing

n | External borrowing

0 | Insider lending

p | Investment policy

0 Approval of loan

product

SECTION D: STAFF EDUCATION AND TRAINING

20a. In your opinion,
does staff
competence affect*

g
S
&

competitiveness of Yes 0
your organization?
affect*: Distress or A
upset
To avery Toa Toa
a \ Y great very
20 o axtent moderat
20b. If yes, to what A e extent
extent? Toa
\ a low very
xtent low
A ) extent
20c. If yey@i it‘affect competitiveness?
Iny pinion, to To avery To a Toa
what extent do you very
. great great
think your moderat
A extent extent
1Y organization is e extent
committed towards Toa
training of staff in To alow very
order to improve extent low
their performance? extent
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22

In your opinion, to
what extent do you
think budget
allocation towards
staff training is
sufficient?

To avery Toa Toa
very
great great moderat
extent extent
e extent
T
Toalow oa |
xtent very ‘oW
€ extent
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Appendix I11: Focus Group Interview Guide For Board Members

My name is Charles Maina Gakuru. I am a student from St. Paul’s University pursuing
a Master of Development Studies (MDS). Thank you for taking the time to participate
in this focus group on the factors affecting competitiveness of Deposit Taking SACCO

in Kenya. This focus group discussion is part of the study all the management s
your organization are participating by responding to a questionnaire that has, fgee

to each of them.

During this focus group, i will ask questions and facilitate a cq ation op factors
affecting competitiveness of Deposit Taking SACCOs in K . ing for this

study may help you and the other Deposit Taking SACC@s e\competitive in the

ight¥ or “Wfong” answers to any
nversation and hear the
opinions of everyone in the room. | hope you wi fortable, speak honestly and

share your ideas with me.

Please note that this session will be recor notes will be taken during the interview

to ensure adequate capture ideas during the conversation. However, the
comments from the focus group wid’remain confidential and your name will not be
attached to any commeqts e.

I will be glad.fo respoad to’any questions before we begin.

1. do'you think of the competition in Kenya banking sector?
2. do you think of the competitiveness DTSs in the banking sector
3. Now imagine that you are part of a SASRA committee reviewing corporate
g.overnance guidelines in DTSs in the country.
What are the factors that you will make sure your committee considers in the
guidelines that can improve competitiveness of DTSs?
And these are factors that you are sure would improve DTSs competitiveness in the

market.
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4. It is important to know how best, DTS like yours can improve measurements of
organization performance with a view to making it more competitive:
a. First what performance measurements does your organization value
most?

b. What should we ensure is measured to get a complete picture and hel

the DTS access relevant information that can assist the DTS bécome
competitive in the market? &
c. What is your suggestions for improving measurement of, Ne n
your organization?
5. Again imagine that you are part of a committee formed inet Secretary
in charge of cooperatives to come up with cha ipntheSeurrent SASRA
regulations.

What are the factors that you will make.gure ommittee considers in the

regulation to enable DTSs competeNeffe@tively with the other financial

services providers in the banki

a. What do you think, of yo nization staff training and development
programme?

b. Banking ipdustry h come a knowledge based, There are additional

13

es” do you think are lacking in your organization and what do
thMnk need to be done to improve on the current levels of staff

campetencies.
7. Is there anything else we have not discussed yet that you think is an important

factor to know about as we consider factors that affect DTSs competitiveness?
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