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ABSTRACT

Application of the Ricardian Rivalry Actions havedn used in this research to share academic kngavieih
the Zimbabwean business community on some of thgegiies applicable in a highly competitive andaipic
environment. A simple random sampling technique wsed to collect secondary qualitative data, usiegk
research from a sample of 12 business organizatipesation in Harare, the capital of Zimbabwe. sikun and
salutations were made to previous literature alzontpetitive actions that can be exploited by corgsam
dynamic economies for survival. The study recomrsangmerous actions for companies to fully expladirket
potential, amongst which include leveraging on at-t®adership position, exploiting unique resource
availability, and integrating both cost and difietial advantages as a way to out-do competition.

Key terms: Ricardian Actions, Zimbabwean Business IndustryaRy Actions.

1.0 INTRODUCTION

This study introduces the application of RicardRivalry Action (RRA) to the retailing and manufadhg
sectors of the economy of Zimbabwe as a way torégethese industries from the harsh economic tiondi
bedeviling that country.

2.0 LITERATURE REVIEW

2.1THE RICARDIAN RIVALRY ACTIONS (RRA)

According to Grimm and Smith (1997), “Ricardian Ry Actions” are deliberate outcomes of plans giesd
to exploit unique resource positions. These acptans involve focusing on exploiting cost advansage
differentiation and products improvement with otfiens integrating both to gain advantage. Thispposed to
entrepreneurial actions, which are spontaneousdbas opportunities created from market disequilibe

Credit for (RRA) belong to the owner of resouroshijle that for entrepreneurial actions goes todlseoverer
whose alertness perceived the opportunity. (RRA&)derived from resources that are already possesgbdan
be predicted while the discovery process is uniceaad difficult to predict.

(RRA) basically involve the exploitation of the oesce position of a firm in order to create andtausits
competitive advantage. Focus is not on how to beridowment of resources but rather how such anveméat
can be used against competitors. Endowment alonetignough if it is not followed with action. it action
that yields an advantage. This view is in line whht espoused by Michael Porter (2008) who corgdrttiat
firms with low-cost advantage should engage in leprice actions while those with differential adtages
should act to differentiate themselves in ways tihehate value for the customer.

2.1.1 Exploiting ownership of superior resources

As put forward by (Grimm and Smith, 1997; Mathe®§06), firms in this group have superior resources
compared to their competitors and engage in Riaardction this derived from Ricardo’s analogy ofautages
derived by farmers with fertile land compared tanpetitors with less fertile land. (RRA) are comped
actions and can be used to create advantage ifos finat are endowed with resources that othersotibave.
Ownership of scarce resources yields rent to theeoywwages to workers and profit to capitalists I6Qb&
Capron, 2011).

2.1.2 Low-cost resource advantages

These enable companies to engage in low-price rectiBirms pursuing these actions succeed becavss ri
with high cost erode their profits in attempts taton the behavior of low-cost firms to the extdmttthey
eventually are eliminated. Low-cost resources idelaconomies-of-scale, economies-of-learning aficiezicy
in capacity utilization, product design and inposts. (Krause, 2018).

138



European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) “—.i.l
Vol.10, No.21, 2018 IIS E

2.1.3 Low cost inputs

These derive from low labour rates, ownership amtiexts with low cost suppliers, special relatiapshith
suppliers. Vertical integration requires signifitarapital and first-mover advantage. A case in p@nthe
establishment of mega-pack by Delta Beverages Zimbdor plastic bottles as well as their huge itwvesnt in
Zimbabwe Glass Industries Ltd. This has placed aiditgrs at disadvantage. The same can also beo$aid
lacking up of suppliers by long-term contracts. afkgDelta Beverages Zimbabwe provides an intergstin
example and so as the Cotton Company of Zimbabwetéd (Ltd) and Dairibord Zimbabwe Private Limited
(DZPL). The undertakings firms take to secure resesl are important competitive actions. Ultimatehe
resource must be used to take actions that riaieat easily cumulate if it is to provide value.n@rmlly the
Ricardian Rivalry Actions to exploit low-cost resoe advantage can be examined through game-theodglim
as alluded in the study by Charilas and Panagopp(2610).

2.1.4 Economies of scale

This involves increasing production of a good av®e resulting in a fall in costs per unit. Thisparticularly
true when such increase in production is followgdrbprovements in productivity in the input to outpatio.
These can also be realized through investmentant@nd equipment, standardizing products and ceEs\or
implementing innovations in products and process8anilar gains can also be realized by markingcsioe
improvements to activities of the value chain @& tirganization such as purchasing, marketing,illigton as
well as research and development. The retailing madufacturing sectors in Zimbabwe are cases intpoi
Prices of retail chains are today better than thaféered by wholesalers and this is a result of gimgy of
quantities purchased by individual outlets yieldstgle economies for participating retailers. Titeoduction
of Choppies Zimbabwe in the retailing industry saen stiff pricing competition in the fast-movingrsumer-
goods (FMCGs) market. Establishment of distributiocenters has also yielded similar results for Delta
Beverages. Financial capital and first-mover advge$ are often important in achieving economiescafe.
Investment in centralized warehouses and distobutequire huge investment as well as trucks taides in
distribution. For a firm's competitors to wash awidne advantages so created, it means that theyiralest
heavily to achieve low-cost position.

2.1.5 Economies of learning

Economies of learning derive from cost reductiatigh repetition. This is achieved through reduttion time
needed to complete a task and increasing overaltdamation. Efficiencies through learning can lidk&o
organizational structure that maximizes coordimatizetween functions and to human resource politias
promote stability and productivity. This naturaltglls for lower levels of labour turnover to bendfiom
learning. Typical measures of learning are cumdaihvestment in a particular activity (Bondio, 8hazari,
and McHugh, 2018). This also calls revision a$ibaf salary adjustments. This requires that sufhstments
be based on productivity and quality of the ouymaiduct not merely generalized on annual revielss What is
the case in most Zimbabwean companies at the moi@entently very few, if any, organizations in Ziaiwe
base salary increments on productivity improvemantsquality. This anomaly is a result of the absfructure
that was implemented soon after independence asdstiepitomized by recent calls by Trade Unionbése
minimum wage to poverty datum line and have satamgews perennially. Achieving economies of leagin
requires standardization, repetition and volume.

Economies of learning depend on first-mover adwgmtanitially production or service volume is lamd costs
high in relation to other products, services ohteogies. The costs of learning are therefore egzgp at first
and viewed by competitors as risky to initiate. Theult is that the first-movers’ initially steegarning costs
level off and decline. As volume increases, knowthexpands and costs decline further. A firm begigrio

descend the learning curve will be at a cost digathge in relation to a competitor which has alyeadved

down the learning curve.

2.1.6 Efficient utilization of capacity

According to Styhre, (2009), the ability to adjasid manage capacity to meet variations in demangavide
a major cost advantage for firms. Achieving in fld& technologies, processes, structures and puoesdas
well as management talent that are responsive dagas in demand and this is particularly true inasions
where variations in demand are substantial. HoweSgrre alludes to the fact that flexibility is naiheless
achieved at the expense of efficiency and econoofipsoduction. The technology that yielded suatgdme a
liability through high fixed costs.
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2.1.7 Specialized assets

Fan, Jian, and Yeh, (2008) highlights that spexgaliassets includes modern plant and equipmergrassifor
the production of a special product or ownershippécial input and these serve as source of diftietéon.
Specialized assets can be obtained in two wayshwdrie acquiring them on the open market or devetpfiiem
internally (organic growth).

2.1.8 Efficient product design

Hinckeldeyn, Dekkers and Kreutzfeldt, (2015) rederto efficiency of product design as schemingadgor
service to exploit new technology in such a waytagyield significant increases in productivity résg in

lower costs per unit. This, however, in most maotfang concerns requires substantial capital itnaests in
research and development then crafting efficieatipction plants. Most innovation require investmesearch
and development as well as acquisition of propediyts to the resultant innovative good or servitleere are
basically four types of property rights and thesiue patents, copyrights, trademarks, and tradetse

* Patents are an exclusive right to a new produseorice and are a result of inventive activity tisat
both new and useful.

«  Copyrights provide exclusive production and markgtiights to the creators of artistic works. This,
pertain to intellectual property.

e Trademarks are words, symbols, or other indicatigesl to distinguish a firm’s goods or services.
They are the basis of brand recognition.

« Trade secrets of ten relate to formulas, reciped paocesses and their protection from copy iswesdb
defined. These are proprietary information usegdio an advantage in manufacture or
commercialization of products or services. Becdhigeis available to employees as they carry oeit th
work it is often difficult to protect. These, howeninvolve huge front-end protection costs for fim.

2.1.9 Differentiation resource advantage

According to Michael Porter, “A firm differentiatatself from its competitors whom it provides sotiat

unique that is valuable to buyers beyond simplerifig a low price”. It often yields premium prif@ the first-

mover. For a resource to be basis of differentisaatage, it must be scarce and such resourcesimamong
other; innovation, marketing, and ownership of &lexed assets.

2.2. RICARDIAN RIVALRY ACTIONS TO EXPLOIT DIFFERENT IAL RESOURCE ADVANTAGE

2.2.1 Predicting competitive reactions

Ownership of scarce resources and exploitatiorR&tA) create the opportunity for high profit and iroped
market position for the acting firm. This, howeeate incentives for reactions from competit@@stignon,
Anderson, & Helsen, 1989A number of factors can be considered in tryim@itedict competitor reactions and
some of them include; relative resource imbalanesvben the firm and potential responders, the detpe
which action threatens one or more competitors,thaddegree to which competitors are interdepenfiberthe
same customer and resources.

2.2.2 Degree of resource imbalance

The greater, the degree of resource imbalance,gegtthe acting firm and potential responder, tieatgr the
delay in response. The firm endowed with differ@ntesources has capacity to undertake more ra(iRiai)
generating slower response from competitors witfioein. A case in point is Adam Bede in furniturdustry it
offers longer warrantees and guarantees for itgtiire and these have been difficult to match fampetitors.
This position is derived from their equipment ahé wood it is capable of processing. As the ragigalof
innovativeness of (RRA) increases, the speed ofpetitive response was reduced. The OK Zimbabwe teni
Grand Challenge is to this end a case in point. Site of promotion and prizes offered has growrr aexzades
making it difficult, if, not impossible for rivalso match such a high level of promotional effo&enerally
however, in today’s competitive environment, theppears to be no perfectly safe ground for conipetih the
Zimbabwean market space.

2.2.3 Degree of threat

(RRA) provoke a response even a significant resulisadvantage regardless of it appropriateness or
effectiveness a case in point is TM Supermarkeisponse to OK Zimbabwe Limited promotions. For piay
which are resource poor, it is recommended thay ttan exploit uncertainty and blind spots. The tiega
growth of SPAR on the retailing sector being repthby Choppies Zimbabwe is a case in point.
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2.2.4 Degree of competitor interdependence

Interdependence is defined as the extent to wiielattions of one firm directly affect or influente behavior

of its rivals, TM Supermarkets and OK Zimbabwe Ltgni and of late Choppies Zimbabwe. In some markets,
interdependence is very high and for the reasonaatipn is bound to provoke a response from rivale
greater the interdependence between rivals, thatarehe likelihood of competitor reaction regasdleof
resource imbalance between rivals or threat oathi®n to rivalsZajac and Bazerman, 199Interdependence

is influenced by two factors: growth in customen@dad and number of competitors. Customer demandbean
measured by the growth in industry sales. If demiankigh, interdependence tends to be low but asviir
slows down, interdependence tends to grow. Dewedmyps, in the clothing retail sector being the daggoint.
Products or facilities have been developed yieldinigations immediately and some of these includduttion

of installments at source as well as funeral pedicfor account holders. This is particularly truk tloe
relationship between Truworths Zimbabwe and Edgansbabwe and other players in general. The mobile
telecommunications sector is a sector still grovang competitive actions do not generally yielmse rates
as those that characterize the clothing retailosect

The number of competitors also influences the degk interdependence. As the number of competitors
increases, the degree of interdependence alsoasese Recently Econet Zimbabwe Private Limited. has
embarked on a strategy to build its portfolio ofermediaries and the aim is to make its serviceslile
accessible and as close to the customer as passibehigh distribution network, regardless of thenber of
operators, builds pressure in the sector provoltiegnecessity of response. However, despite thardages of
RRA, managers must be cognizant of how their astigili affect and be reacted to by rivals.

2.3 VALUE CHAIN POSITION AND RICARDIAN RIVALRY ACTI ONS

The mere holding of resource advantage does ndercamy special value to the firm. For resource$dve
value, they must be exploited by taking marketaactiThere is a relationship between the level @rek of
resource advantage, the scale of action and exgatvantage. To this point, the greater the sadm firm's

advantages across the value chain, the greatg@oteatial for alternative types of actions. A fikmith multiple

resource advantages, can engage rivals, in muliiglas thus, must be ready to offer counter stitkesise an
enemy attacks.

2.4 MARKETING

2.4.1 Better warrantees, guarantees than competiter

Effective communication with the customer is me#&mtimprove customer value through efficient service
delivery. In applying this strategy the firm seekito be different must therefore find some credivkey of
signaling the product’s superior features and ttas be done through offering warranties, developing
reputation for quality through effective advertigior word of mouth, offering money-back guarantees
providing a high quality environment where the smvis offered. Market signaling and reputation aesy
important for services and products in which quyalg difficult to measure even after purchase.sltalso
important for products or services that can be B&peed after purchase. Extensive advertising apditation
building through packaging and other symbols onaig yield high band recognition. Effective braraimes
inform customers of performance characteristice@ated with the good or service.

3.0 METHODOLOGY

A sample of 12 participating companies was usedes&hcompanies were mainly from the retailing and
manufacturing sectors of the Zimbabwean economly eitesounding experience curve of more than 16syea
A desk research study was conducted.

4.0 CONCLUSION AND RECOMMENDATIONS

The key findings unearthed by this study show #ikife to fully exploit the competitive advantad®s some
business entities in Zimbabwe. The study recommeéritte application of the “(RRA)” to Zimbabwean
companies to leverage themselves from the harshoetic conditions bedeviling the country. Some df th
highlighted competitive strategies include amorahbers; leveraging on a cost-leadership positiapjaiting
unique resource availability; integrating both casd differential advantages; offering better wateas and
guarantees than competitors and efficient utilaratf capacity as a way to out-do competition.
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5.0 SUGGESTIONS FOR FUTURE RESEARCH

This study’s concentration was on exploitation bé t(RRA) to retailing and the manufacturing sedtor
Zimbabwe. Suggestions for future researches aréopthit to explore its application to the trade loé teconomy
as a whole with other countries.
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