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ABSTRACT

Porter, M. (2005, December 1), “management guru Michael Porter argues that although organizations can have a myriad of strengths and weaknesses relative to their competitors, they essentially compete in one of two ways: on the basis of cost or differentiation. In addition, they can have customer focus”. The Credit Union needs to have multiple points of contact with our members; we do this with mobile banking, bill pay, online access, telephone access, ATMs, Social Media, and branch staff. It is important for us to maintain all delivery channels to stay competitive and to offer convenience to our members. The Granite Credit Union, five forces analysis will give an insight of the Credit Union and its strategies to become competitive given the unfavorable external environment in the market it operates in.
External Environment
The research paper is about analyzing Granite Credit Union on the basis of Porter’s five forces. Granite Credit Union is a type of a financial cooperative. The Credit Union is owned by members with common interests. Granite Credit Union was initiated in 1935 by a group of seven members. The Credit Union has a Board of Directors who hires the Chief Executive Officer.  In addition, the Board of Directors also appoints a Supervisory Committee that is the general supervisors of the Credit Union audit function …ensures proper internal controls are in place. The eligibility of becoming a member of Granite Credit Union is based on  opening a share account of $25 after meeting one of the current fields of membership, which are those having the following common bond: People (including businesses) who live, work, worship, or attend school in Salt Lake County, as well as their immediate family members and spouses of person’s who died while in the field of membership, members of record in Granite Federal Credit Union as of the date of conversion to a Federal Charter of June 25, 2004, volunteers in the community and organizations of such persons are eligible for membership with the credit union.  The Credit Union offers financial services and products such as mortgage, accounts and other loans. 

The founders originated from educators who formed a cooperative to become Granite Credit Union. At its initiation, the Credit Union membership was composed of educators, but over the years, the Credit Union has expanded its membership field from various select employee groups and people that live work, worship, go to school or volunteer in Salt Lake County. The Credit Union operates in an environment with a number of competitors offering the same service, therefore, a lot has been done to remain competitive in the business world and in the finance industry. The Credit Union operates in an environment whereby macroeconomics factors such as inflation and interest rates affect its operations. 

The Granite Credit Union five forces analysis will give an insight of the Credit Union and its strategies to become competitive given the unfavorable external environment in the market it operates in. Despite a competitive and an unfavorable external environment, the credit union has remained competitive in the financial industries arena. Based on the Porter’s five forces analysis, the Credit Union continues to be competitive and attracting new members. 

With the use of Porter’s Five Forces model, the research will focus on factors that make Granite Credit Union have a competitive advantage over its rivals. The research will also analyze the opportunities and threats facing the Credit Union. The remaining forces such as bargaining power of buyers and suppliers will be considered to have weak force or are irrelevant to the Credit Union.

The Thesis of Research
Scanning both the external and internal environment of a business is of great importance to remain competitive in a given industry. Competitive advantage is a key to success in any industry and Granite Credit Union should focus on emerging trends and methods to remain competitive in the industry and to attract more members to the Credit Union.

Section 2: Analyzing Competitive Advantage

Management expert Michael Porter (2005, December 1) stated that organizations compete with one another on the basis of two aspects i.e. cost or differentiation despite the organization’s strengths and weaknesses.  Granite Credit Union operations are customer focused. The Credit Union is faced with a number of competitors in the industry and therefore, the Credit Union has a number of strategies that have made it remain competitive over time. Many rivalry firms are competing to have more customers. Granite Credit Union has been using the following strategies to remain competitive in the market.

1. Affordable Credit to Members

To remain competitive in the market, the Credit Union has been aggressive in meeting or beating loan rates and providing affordable credit to its members. This strategy has enabled Granite Credit Union to increase its member base. The Credit Union has a CFO and Comptroller that scan the market and come up with the most competitive rates in the market. They along with input from the Executive Team observe the dynamic trends in the rates and therefore, the Credit Union remains competitive in the industry.  In addition, the Credit Union offers financial literacy and investment education to the members as a tool to attract more members and retain them. Granite Credit Union therefore, acts as a consulting firm on a variety of financial topics such as first time home buying, retirement planning, financial education for youth as well as investments. Supporting the idea they are with the members every step of their financial journey.
2. A Dynamic Product Differentiation Strategy

Allio and Fahey (2012) argued that customers are rational thinkers and they seek to maximize satisfaction by acquiring the best in the market in exchange for their money.  In order to remain competitive, the credit union has various products to offer the members. The products cater for every member according to their needs. The Credit Union has a variety of different financial products and services and readily accessible channels for its members to use these services. This supports retention of members and helps Granite Credit Union to remain competitive in the industry. The Credit Union has a root client base of educators and has differentiated products to accommodate them keeping the Credit Union competitive against possible rivalry competitors. 

3. Effective Channels of Distribution

Crowther (2008) stated that bringing services closer to the customers is a vital thing for a firm to remain competitive. Granite Credit Union has brought its services closer to the customers by establishing various branches and point of sales. In addition, the Credit Union uses ATMs, social media, online access, mobile access and telephone services. This has made the credit union in remaining competitive in the industry, being readily accessible to its members. In addition, the Credit Union offers extended hours of service to best serve the members. Members are able to access products and services at any time. The Credit Union is responsive in addressing member’s questions and concerns in a timely manner.
4. Focusing on the Employee Relationship

Employee retention is a key to success for continuous growth of expertise. Employee satisfaction increases productivity and enthusiasm in the work environment (Magretta, 2012). Granite Credit Union has ensured a conducive working environment and rewards performance of employees. Magretta (2012) also argued that customer service is crucial in the industry as it enhances customers’ loyalty and satisfaction. Customers move from one firm to another due to dissatisfaction or arrogance from employees. Granite Credit Union has good member relations helping it attract more members and to remain competitive in the market. The Credit Union also offers the employees’ a robust benefits package that includes: health and dental insurance, 401K with an employee match program, tuition assistance,  and twice yearly evaluations with a potential merit/ bonus and an in depth training program along with other benefits. This boosts employee performance, promotes employee engagement and retention as well as minimizes labor turnover. 

5. Focus on Community Relationship

The Credit Union has a competitive advantage over the competitors in the region with a membership of educators. Granite Credit Union has merged with two educator credit unions namely; Murray School District Credit Union and Salt Lake Schools Credit Union, therefore the Credit Union understands the needs of educators and hence supporting competitiveness in the region with other competitors. The Credit Union has a long history with educators and understands their financial needs. As a corporate social responsibility, the employees of Granite Credit Union volunteer in schools, the districts and helps students, teachers and administrators with their financial literacy and reading programs.
6. Size and Culture

The Credit Union has developed various methods of tracking performance matrix. The Credit Union has the ability to identify performance and apply prompt measures. The culture of Granite Credit union is to embrace changes that are meant to enhance their development. 

Sustainability

Dobbs (2014) stated that sustaining competitiveness is important to firms for a long term relationship with customers. Since inception, Granite Credit Union has continuously remained competitive in the market by maintaining standards. The Credit Union offers continuous training to employees and members on emerging trends in the financial sector to remain competitive in the market.  The Credit Union has financial priorities of ten percent net worth and a one percent returns on assets for a long-term stability of the Credit Union. Compliance with legal requirements is crucial for sustainability and the Credit Union has policy and procedures that support following regulatory requirements. By following regulations, the Credit Union has competitive sustainability as it does not face closure by regulators. 

A firm’s reputation is of major concern to customers as stated by Allio and Fahey (2012). Granite Credit Union has been committed to developing a process of quality and efficiency. The Credit Union also values honesty and integrity to maintain a sound reputation in the market-enhancing competitiveness in the market. Crowther (2008) argued that employees’ happiness and good environmental policies increase the service delivery. The Credit Union cares about the well-being of the employees and therefore they offer a high quality consistent service to the members’ satisfaction. In addition, the Credit union is committed to safeguarding members’ information for a long term relationship.

Section 3: Opportunities and Threats

Opportunities:
1. Establishing New Customer Relationship

Customer relationship is vital in the finance industry. It gives both the firms and the customers a chance to work together in a long-term relationship. Granite Credit Union has the opportunity to offer more friendly services and products to existing as well as new members to keep the Credit Union at the competitive edge. The Credit Union aims to deepen financial relationships, increasing use of services and products by members. The customers will be offered easy to use services and products to enhance members’ experience.

2. Expanding Consultation and Advisory Services to Customers and Investors

Training on investment to customers for maximum yield is another crucial factor in the finance industry. This measure reduces the chances of loan defaulters and encourages borrowing among members. Consequently, the Credit Union will enhance its interest margin. 

3. Establishing More Branches and Point of Sales Outlets

Increasing facilities and or access points will ensure access to the products and services of the Credit Union. The Credit Union has an opportunity to establish more branches, or small outlets in other parts of Salt Lake County, especially in the educational community, with their educator roots and existing relationships with three school districts to increase client base and remain competitive in the industry. 
4. Use of Modern Technology

 Granite Credit Union has the opportunity to embrace new technologies in the market such as the use of mobile banking, online transactions, electronic wallets, robust card services among others. The new technology has cut cost of the Credit Unions transactions and hence an increase in the income to the Credit Union. The technology also enables the customer to access real time banking services 24 hours a day, 7 days a week.  
Threats:
1. The Rising Global Recession is a Challenge at a Global Scale.

A recession has various implications including unemployment, a rise in the interest rates among others. This reduces the savings by members of the Credit Union. Granite Credit Union has no control over this threat. The recession is also characterized by inflation and therefore, the disposable income to save is limited. The threat is only controllable by policy makers of an economy. 

2. Increasing Regulatory Requirements

The collapse of many firms in the finance industry has caused an increase in regulations of running a financial institution. Some regulations limit the number of branches or location where branches can be established by a given Credit Union. In addition, a rise in reserve requirement by the federal bank has been a threat to the Credit Union. From time to time, the central bank varies the reserve requirement as a measure of monetary policy. This is a threat to the Credit Union’s deposit account. 
3. Volatile Exchange Rate Risks and Global Financial Crisis

With financial crisis experienced more often, the Credit Union is faced with a sudden change of exchange rates in the market. This has discouraged investors as they fail to speculate on viable investment due to the volatility of exchange rates from time to time. In addition, the threat of financial crisis might affect the Credit Union operations. 

4. Early Repayments of Loans That Cut Interest Margin

At times, members of the Credit Union repay loans earlier than agreed, hence reducing the interest margin. This affects the projected cash flow of the union in a given period.

5. Threat of Substitute Products and Services on the Market

 
Substitutes of Credit Union products and services are available in the financial market. There are various credit unions and banks offering the same services in the market. However, Granite Credit Union has a strategy of product differentiation and effective pricing of products to members to remain competitive in the industry. 

6. Threat of New Entrants in the Industry

There is a surge of competitors in the finance industry. This element of Porter’s Five Forces analysis method shows the possibility of new competitors joining the industry. This threat affects the Credit Union and it has no control over it. Only the basic requirements put forward by Porter’s forces table of Granite Credit Union on opportunities and threats 
The Granite Credit Union has significant opportunity in establishing new customer relationships with aims to deepen financial relationships, increasing use of services and products by customers. The second opportunity is expanding consultation and advisory services to customers and investors, by educating their customers in all things financial the relationship will deepen. The Credit Union has the opportunity to embrace new technologies in the market, this is important to remain competitive and desirable for the customer.  The new technology has cut cost of the Credit Unions transactions and hence an increase in the income to the Credit Union.
The Granite Credit Union faces has significant threats in volatile exchange rate risks and global financial crisis. With financial crisis experienced more often, the Credit Union is faced with a sudden change of exchange rates in the market and cannot be controlled internally. The second threat is early repayments of loans that cut interest margin. This has an impact on the projected cash flow for the Credit Union. The third threat is new entrants in the industry. There is a surge of competitors in the finance industry. This threat affects the Credit Union and it has no control over it.
The Granite Credit Union’s distinctive competitive advantage is its base membership made up of Educators. Originally Granite Teachers, which evolved into Granite District employees, now with two mergers of educator credit unions; Murray School District Credit Union and Salt Lake Schools Credit Union. Granite understands what educators need. They should use this advantage in addressing opportunities and threats.
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