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ABSTRACT

Organizations are faced with a myriad of challeng@sinating from the environment. In
order to survive, strategies have to be deviseddpond to the forces that threaten to halt
survival. Companies that do not respond appropyiate usually driven out of business.
Companies respond to the challenges in terms ofsigv cost cutting strategies,
adopting new technologies, competing on low prioeson high quality products or

services, differentiating the products or focuatsigies.

The insurance industry has had a number of envieotah changes over the years.
Previous studies on the industry found out thattrmompanies within the industry had to
devise ways of responding to these changes in dadsurvive. Jubilee insurance has
been a player in the industry for many years arekpected to have formulated strategies

to enable it respond to these changes.

This research was carried out to examine how Jelbileurance company of Kenya is
strategically responding to challenges posed by dbmpetitive environment. The
research was a case study of Jubilee insuranceasgngd Kenya, a local company with
subsidiaries in East Africa. The researcher usetht@nview guide as the primary data
collection instrument. The interview guide was adistered using face to face interviews
to the departmental heads and other employees magement positions at Jubilee

Insurance. Data collected was analyzed based dertcgmalysis.



The study found out that the operating environmanthe insurance industry is very
dynamic and volatile. The study further concludest tJubilee Insurance had adopted
various strategies to respond to the environmesitahges such as improved customer
service, expansion into new regions, operation a@stuction, restructuring and
outsourcing of non core activities. The study reo@nds that Jubilee Insurance should
engage in more cost reduction as a response ¢ortpetitor’s strategies whose products
and services are much cheaper. The government cshedsb reduce some of the
regulatory measures to give the industry the pdweegulate itself since the industry is

heavily regulated.

Further research should be undertaken to estathlesktrategic responses to competitive
changes employed by other companies within theramae industry. The study was
limited in that it included respondents from onengany and conclusions drawn may not
be representative of the whole industry. It alsptweed members of one focus group

excluding other important stakeholders from thelgtu
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CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

Organizations are open systems. As elaborated byn@og and Worley (2009), the open
systems model recognizes that organizations exita context of a larger environment
that affects how the organization performs andiin ts affected by how the organization
interacts with it. It further suggests that orgatians operate within an external
environment, takes specific inputs from the enuiment, and transforms those inputs
using social and technical processes. The outpltthen transformation process are
returned to the environment and can be used asbdekdto the organization’s
functioning. This calls for the need to align orgation environment to its strategy, and

organization design.

The environmental forces and the organization’sabdipies in coping with these
changes are made sense of in terms of the experednoanagers and the organization’s
paradigm. Organizational responses tend to be na iWith the paradigm and the
embedded routines. However, environmental forces aganizational capabilities (or
lack of it), while having this indirect influencenacstrategy formulation; nonetheless

impact on organizational performance more dire@bhnson et al, 2008).

Globalization and liberalization have opened up #menomy to fierce competition.
Rapid population growth, low economic growth, amemployment have resulted in
increased poverty, crime and reduced purchasingepaiv population. New laws and
regulations have been promulgated, existing onended while information technology
has transformed the mode and speed of businessgsesand communications. On the
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social front, higher educational levels have regliin a more sophisticated consumer,

HIV/AIDs has emerged as a major public health igeimnomic Survey, 2004).

Recent studies have suggested that organizatiomslike living organisms. These

organisms do not just plan and analyze. They lesperience, interpret and between
them there is sufficient diversity and variety toable them deal with their changing
environment through innovation and change (Johretoal, 2008). It is argued that
managers are using their skills and senses withinptex world of social interaction in

and around their organization in much the same Wayeover, this argument continues
to explain how organizations cope with fast chaggnvironments, how new ideas and
innovation come about and therefore how more siamt strategic transformations

occur.

1.1.1 Environment Dependence

Organizations are environment serving such thay ttenot completely control their
own behavior and are influenced in part by extefoales. Whenever there are changes
in the environment, the organizations must chamgadapt. The open systems model
recognizes that organizations exist in the condéxt larger environment that affects how
the organization performs and in turn is affectgdhbw the organization interacts with it.
Organizations operate within an external environmégske specific inputs from the
environment, and transform those inputs using samml technical processes. The
outputs of the transformation process are retutagtie environment which perhaps can
be used as feedback to the organization’s funetgnrhis hence supports the basis of
aligning organization environment to its strategyyd organization design.
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Strategic change interventions include efforts topriove both the organization’s
relationship to its environment and the fit betwetsntechnical, political, and cultural
systems. Cummings and Worley (2009) while explgrane application of open systems
planning proposed that organization’s environmerd #s strategy could be described
and analyzed. Based on the organizations core anisgie differences between what the
environment demanded and how the organization refgab could be reduced and

performance improved.

Johnson et al (2008) argued that the world was Iginmot straight forward. Its
complexity and uncertainty meant that it was imgaego predict the future, and that the
search for optimal decisions was futile. It was assary to accept the messiness of
organizational life. This meant accepting that ngema made decisions which were as
much to do with collective and individual experienorganizational politics and the
history and culture of the organization as theyemer do with strategy. As evidence of
this, they pointed to the adaptive nature of hawatsgies are developed in organizations.
They argued that it would be fruitful to spend mdmae understanding managerial
processes of decision making in dealing with the@exity of strategic management in
the reality of their social, political, and cultureonstraints on managers results in

suboptimal decisions, inertia and perhaps unddopeance.

Aosa (1992) stated that strategy is creating bditveen the external characteristics and
internal conditions of an organization to solvetrategy problem. The strategy problem
is a mismatch between the internal characterisfi@n organization’s core environment.

The matching is achieved through development o&mimsations core capabilities that



correlate to the external environment enough tdlenthe exploitation of opportunities

existing in the external environment and organargs internal capabilities.

1.1.2 Competitive Environment

The basis of competition within an industry is dyn@a The way in which competition is
plated out varies over time-sometimes changing vapydly (the cycle of competition).
Some industries and sectors are characterizeddiy pace of change to the extent that
competitive advantage on any particular basis matl last any significant period of time.
Since advantages may be temporary and quickly drodiss essential continuous to find
new bases for competing. Long term advantage magubtained through a series of

temporary advantages.

Competition is a contest between individuals, gepugations, restaurants and animals for
territory, a niche, or a location of resourcesrlses whenever two or more parties strive
for a goal which cannot be shared. Competition coaturally between living
organisms which coexist in the same environmensiitass is often associated with
competition as most companies are in competiticth &t least one other firm over the

same group of customers (Lynch, 2003).

The level of competition a firm faces will depena @ number of factors which include;
the greater the number of firms operating in thausiry, the greater will be the level of
competition faced by each firm in that industry, the extent to which its products are
similar to its competitor’'s products. If a firm apées in an industry where its

competitor’s products are an almost perfect sulistitor its products, then the firm will



generally face a high level of competition. If haxge the firm is able to offer a product
which is different from that of its rivals, thenetfirm will face less competition and the
ease with which competitors can enter or leaveirtastry. If firms find it difficult or
costly to enter the industry, then existing firmsaymfind that they face limited
competition. Generally, an industry could be démmi as being highly competitive
whenever a large number of relatively small firmvbpo offer similar products, operate in
the industry. If however the industry is dominatgda small number of large firms, the

industry could be described as being highly cormreged (Darrow et al, 2001).

1.1.3 TheKenyan Insurance Industry

The insurance industry provides protection agafimsncial losses resulting from a
variety of perils. By taking insurance policiesdividuals and businesses can receive
reimbursement for losses due to car accidentst difigiroperty, fire and storm damage,
medical expenses, agricultural crop failures, HIND#, old age, and loss of income due
to disability or death. Insurance companies fadé @dmpetition from other financial
institutions such as banks and savings and credietses. This institution offer similar

products like those provided by insurance companies

Insurance is the pooling of risks by policy holdersh the aim of indemnifying them

from unforeseen risks. The primary function of irsce is to act as a risk transfer
mechanism. The basic principle of insurance is thatlosses of a few are paid by the
many. Its underlying purpose is to provide protattagainst the risk of financial loss,

thus giving peace of mind to the policy holders (&g, 2004).



The concept of insurance, particularly the “socrurance programme” which deals
with the socio-economic problems, has been aroufit@Afor a long time (Kenyatta,

1962). Members of a community pooled together nessuto create a “social insurance
fund”. The “premiums” ranged from material to mosalpport or other payments in kind.
From the fund, “drawings were made out” to suppbe few unfortunate members

exposed to perils ( Azevedo, 1993).

In Kenya, the history of the development of comnarinsurance is closely related to
the historical emancipation of Kenya as a natiorthWe conquest of Kenya as a British
colony complete, settlers initiated various ecorwmactivities such as farming and
extraction of agricultural products. These subshimvestments needed some form of
protection against various risk exposures. Britigurers saw an opportunity in this, and
hence established agency offices to service thengd insurance needs. Prosperity in
the colony soon justified expansion of these agentd branch networks with more
autonomy, and expertise to service the growingrarste needs. By independence in
1963, most branches had been transformed to filéigge insurance companies (Salesio,

2006).

More than 40years since independence, Kenya’'sanserindustry has flourished, and
today over 45 insurers are registered and actieplgrational in the life and general
insurances. The industry leads within the EastcaflCommunity, and is a key player in
the Common Market for Eastern and Southern AfriC®ONMESA) region. Insurance
companies are financial institutions that functiorthe economy as part of the financial

services industry. The financial services is maflbamks, building societies, insurance



companies, insurance brokers, pension funds, furmthagement companies, stock
brokers, real estate companies, savings and cedieties among others. The industry
has its importance to the Kenyan economy contmigu% to its GDP (Economic

survey, 2004).

Several changes in the Kenyan environment havedpokellenges to the insurance
industry in Kenya. There is still competition inetindustry there being many players
offering the same products. There are many inseraenpanies in Kenya including

international companies like Jubilee Insurance @rddizeye, 2004).

1.1.4 Jubileelnsurance Company of Kenya L imited

From humble beginnings in 1937, Jubilee Insurare® $pread its sphere of influence
throughout the region to become the largest mimé-insurer in East Africa, handling

both long-term and short-term insurance. Todayildals the number one insurer in East
Africa with over 250,000 clients. Jubilee Insuramcalso the largest provider of medical
insurance across East Africa that includes manthefregion’s blue chip companies.
Jubilee Insurance has a network of offices spanKieigya, Uganda, Tanzania, Burundi

and Mauritius.

In 1937, Jubilee became East Africa’s first locatlgorporated insurance group. 74 years
later in 2010, Jubilee announced excellent growthali lines of business. Jubilee has
consolidated its market leadership in Kenya aneeadin each of its subsidiaries. The
underwriting business is very important being eedaosurance business, as it contributes

effectively to the group results. To enhance thispilee is making significant



investments in new operating systems and custoraerice capabilities. Also, the
medical underwriting profits have improved over years as a result of improved case
management and claims service efficiency. The compms taken advantage of the
strong economic growth in the East African regiand initiated an aggressive regional
expansion campaign. It has launched subsidiarieBurundi and Mauritius, and is
expecting to enter into new markets each year frmw. By the year 2014, Jubilee

expects to be in 14 markets in Africa.

The regional expansion program is complimented Hgy dtrengthening of the branch
network within existing markets. In the year 20&ipht agency offices are expected to be
opened in the Rift Valley, western and central Kermgnd six agency offices in Dar es
Salaam, Morogoro, Dodoma, Iringa, Tanga and Mol product development drive in
short term and long term business continues throzrgip and livestock insurance;
political violence, terrorism and sabotage coversgtail medical product tailored for
young families and retirement and education-bagedrisurance policies (Chairman’s

report, April 2011).

1.2 Resear ch Problem

Organizational environment is everything beyond ltbandaries of the system that can
directly or indirectly affect performance and outees. Organizations are environment
serving such that they cannot completely contreirtbwn behavior and are influenced in
part by external forces. Whenever there are chaingde environment, the organizations
must change to adapt. Organizations, for exampée aéfected by such environmental
conditions as the availability of labor and humaapital, raw material, customer
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demands, competition, and government regulatiomsletstanding how some of these
external forces affect the organization can helplar its behavior (Cumming and

Worley, 2009).

Not any single industry or company seems able ¢apesthe wind of change. Insurance
industry has had a number of environmental chaoges the years. Jubilee Insurance
has operated in the industry for over 74 yearsvdtild be expected that all companies
within the industry are responding to these charigesrder to survive and Jubilee

insurance being a player in the industry is nongxed.

A review of literature shows that several studiesooganizational responses by Kenyan
companies to changes in their environment have loaemed out. Abdullahi (2000)
while studying post liberalization strategic respes by insurance companies in Kenya
found out that although economic reforms in Kengd made the business environment
very turbulent, the insurance companies agreedthieaé was no need to respond to the
changes in the environment, they had not propedjyuséed to the changes. Kandie
(2001) evaluated the strategic responses by TelKemya limited, Kipturgen (2003)
studied strategic responses by Kenya Commerciak,Bard Wairegi (2004) investigated
Strategic responses by life insurance companiekeinya. Each of these studies has
focused on a specific aspect of organization butenof them could specifically be

duplicated at Jubilee Insurance Company.

The industry has had a number of environmental ggsiver the years. It would then be

expected that all companies within the industryrasponding to these changes in order



to survive. Jubilee insurance being a player inimdestry is expected to have formulated
strategies to enable it respond to these changes.hds the company responded to these

changes?

1.3  Research Objectives

This study has two objectives:

a) To establish the strategic responses by Jubileardnse to the changes in the
environment.

b) To establish the factors that influences the respoof Jubilee Insurance to the

environmental changes.

1.4  Valueof the Study

The study will be of great significance to variaiakeholders. First, the Government and
Regulators. The government of Kenya through itscps influences investment in
various types of products and industries. Thussthdy will assist in pointing out areas
that need incentives to attract capital. The ragus play the important role of
promulgation of regulations and ensuring compliatieereof, hence, the findings will
ensure development of policies and/ or regulattbas will take the insurance industry to

the next level.

Secondly, the management will identify the gapsthe strategic responses that the
company could exploit in order to cope with thereat and future challenges. The study
will provide useful information to the company aswhat needs to be done at policy
level to address critical issues facing stakehsldethe company and how to avoid past

10



omissions and commissions. It will therefore astistcompany on knowing the nature

of needs the customer may expect them to havehan@vel of service needed.

Thirdly, the academicians and researchers will fimel study useful in that it contributes
to academic literature and theory by providing erogi evidence for use by educators,
scholars and researchers in the field of strateginagement. It will also form a basis for

further studies in respect to the company andrtberance industry.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

The origins of the study and teaching of strategy be traced to a number of major
influences. The chapter is a summary of the prevgiudies and findings in the field of

strategic management. It reviews the literaturestsategy and strategic responses to

environmental changes.

2.2 The Concept of Strategy

The concept of strategy and strategic managemenjuat as important in the public

sector as in commercial firms. Many parts of thbljgusector provide services to paying
customers in the same way as commercial organiasoch as insurance companies.
The role of ideology in the development of strat@yyhe public sector is greater than
that in commercial organizations. Strategy can takay forms depending on the type of
organization and the circumstances in which itgerating. Not all strategies are as good

as other strategies.

Johnson et al (2008) stated that strategy is tteetitbn and scope of an organization over
the long-term, which achieves advantage in a clmgngnvironment through its
configuration of resources and competences with ame of fulfilling stakeholder
expectations. Strategic decisions are likely to domcerned with the scope of an
organization’s activities. For example, does thgaaization concentrate on one area of
activity, or should it have a number. The issuescbpe of activity is fundamental to

strategy because it concerns the way in which thresponsible for managing the

12



organization conceive the organization’s boundari€kis could include important

decisions about product range or geographical egeer

Strategic decisions are normally about trying tdiewe some advantage for the
organization over competition. For many organizaicadvantage could mean a number
of things. For example, in public sector, strategitvantage could be providing value
services than other providers, thus attracting stpgnd funding from the government.
These decisions are made at a number of levelgganzations. Corporate level strategy
is concerned with an organization’s overall purpasd scope; business level strategy
with how to compete successfully in a market; amperational strategies with how
resources, processes and people can effectivelyededorporate and business level

strategies.

Strategy can also be seen as the search for agstrdit with the business environment.
This could require major resource changes for garozation in the future. For example,
decisions to expand geographically may have sigamti implications in terms of the
need to build and support a new customer basea. ithportant to achieve the correct
positioning of the organization, for example, imte of the extent to which products or
services meet clearly identified market needs. Thight take the form of a small
business trying to find a particular niche in a ke&r or a multinational corporation
seeking to buy up a business that have alreadydf@uctcessful market positions

(Johnson et al, 2008).
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Strategy can also be seen as creating opporturinyiesuilding on an organization’s
resource competences. This view of strategy is exmed with exploiting the strategic
capability of an organization, in terms of resosrc@nd competences, to provide
competitive advantage and yield new opportunities. example, a large multinational
corporation may focus its strategies on those legsies with strong brands. A small
business might try to change the rules of the ganits market to suit its own capability.
The strategy of an organization is affected notydn} the environmental forces and
strategic capability, but also by the values angeetations of those who have power in
and around the organization. Whether an organizasieexpansionist or more concerned
with consolidation, or where the boundaries aravdrfor the organization’s activities,
may say much, the values and attitudes of thoseimfhuence strategy- the stakeholders

of the organization (Johnson et al, 2008).

Strategic management is concerned with complexiging out of ambiguous and non
routine situations with an organization-wide ratkiggn operation specific implications.
The manager who aspires to manage or influenceegyraeeds to develop a capability to
take an overview, to conceive of the whole rathamtjust the parts of the situation
facing the organization. Strategic management deduunderstanding the strategic
position of an organization, strategic choices tloe future and turning strategy into

actions (Johnson et al, 2008).

2.3 Organizationsand Environment
Organizational environment is everything beyond ltbandaries of the system that can

directly or indirectly affect performance and outees. Organizations are environment
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serving such that they cannot completely contreirtbwn behavior and are influenced in
part by external forcegnsoff and McDonnell (1990) assert that the fitsfpsin strategic
management is to perform a strategic diagnosis twidentifies the type of strategic
aggressiveness and organizational responsivenpsastiaular firm needs to develop in
order to meet the future challenges of its envireninStrategic diagnosis is a systematic
approach to determining the changes that have todmke to a particular firm’s strategy

and its internal capability in order to assureftima’s success in its future environment.

This diagnostic procedure is derived from thetsgi&@ success hypothesis which states
that a firm’s performance potential is optimum whbe aggressiveness of its strategic
behavior matches the turbulence of its environmiret,responsiveness of its capability
matches the aggressiveness of its strategy andcdhmponents of its capability are
supportive of one another. In summary, strategy trmatch the environment and
capability must match the strategy. Strategic disgntherefore determines the nature of

the firm’s strategic problem (Wairegi, 2004).

There are two classes of environments: the genemslronment and the task
environment. The general environment consists loéxtkrnal forces and elements that
can influence an organization and affect its effectess. The environment can be
described in terms of the uncertainty present igiado technological, economic,
ecological and political/regulatory forces. Eachladse forces can affect the organization
directly or indirectly. Also, the general environme€an affect organizations indirectly by
virtue of the linkages between external agents.il&ily, an organization may have

trouble obtaining raw materials from a supplier &aese a national union is grieving a
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management policy, a government regulator is bmg@i lawsuit, or a consumer group is
boycotting their products. Thus, components of deaeral environment can affect the

organization without having any direct connectiorit {Cumming and Worley, 2009).

Porter (1985) described an organization’s taskrenment using the five forces: supplier
power, buyer power, threats of substitutes, threaftsentry, and rivalry among
competitors. First, strategic orientations musseéasitive to powerful suppliers who can
increase prices or force the organization to payenattention to the suppliers needs than
to the organization’s needs. Secondly, strategentations must be sensitive to powerful
buyers. Third, is the sensitivity to threat of néwns entering into the competition.
Fourth, threat of new products or services thatreghace existing offerings. Finally, is
the rivalry among existing competitors. If many amgzations are competing for the same
customers, for example, then the strategic offeringust monitor product offerings,
costs, and structures carefully if the organizat®no survive and prosper. Together,
these forces play an important role in determirtivgsuccess of an organization, whether

it is a manufacturing or service firm, a non-prafiganization, or a government agency.

The environment can be understood in terms of ate of change and complexity.
Environments must be perceived before they caruenfie decisions about how to
respond to them. The rate of change in an orgaoimageneral environment or industry
structure can be characterized along a dynamitie sfantinuum. Dynamic environment
change rapidly and unpredictably and suggest ttggnization adopt a flexible strategic
orientation. Dynamic environment are high in un@ietyy compared to static environment

that do not change rapidly or dramatically. The ptaxity of an environment refers to
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the number of important elements in the generalirenment and industry structure

(Johnson et al, 2008).

Strategic management is about goal oriented syrategs about success irrespective of
the business organization. Strategic managemengbiasnany challenges. It requires
managers to develop strategies that are appropoatiee specific circumstances of an
organization which are deemed to change over tilkso, it requires clarity on which
issues are more important than others and anyatuliteconcile the conflicting pressures
from the business environment, an organization’stegic capability and the

expectations of stakeholders.

24 Strategic Responses

Effective Strategic management appears to be teeento companies in effectively

coping with changing environment. Due to contextuséctorial and managerial

differences, strategic responses may not be asstareeglain organizational response to
the environmental changes. Increased environmantallence calls for the need to have
a flexible and adaptable strategic plan. Ansoff aidDonnell (1990) argued that

strategic response entails change in organizatioslaévior and could take many forms
depending with organizational capability and enwviment in which it operates. Thus it is
a reaction of what is happening in the environméfell formulated and targeted

strategic response forms formidable weapons fonadcquiring sustainable competitive

advantage.
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While general and task environments describe theciBp, objective pressures an
organization faces, the organization must firsbgeize those pressures. Environment
must be perceived before it can influence decisiabsut how to respond to it.
Organization members must actively observe, remg@std make sense of the environment
before it can affect their decisions about whatoast to take. Thus, only the enacted
environment can affect which organizational respsrare chosen. The general and task
environments, however, can influence whether thossponses are successful or
ineffective. As a result, an organizations enaasdironment should accurately reflect
its general and task environments if members’ d@tssand actions are to be effective

(Cumming and Worley, 2009).

Changes in the business environment and moves mpetdors erode the competitive
position of organizations which, in turn, responddountermoves. Competition moves
through cycles and any competitive advantage ipteary. There are inherent reasons
why some nations are more competitive than othend, why some industries within
nations are more competitive than others. Withinratlustry or sector, strategic groups
are usually found. These are organizations withlaimstrategic characteristics, following
similar strategies or competing on similar basé® Juccess or failure of organizations is
also concerned with how well they understand custameeds and are able to meet those
needs. It is especially important to understandtwliféerent customer groups particularly

value- the critical factors (Johnson et al, 2008).

In the study of Kenyan insurance industry, Abdulld2000) found that although

economic reforms in Kenya had made the businesgsomment very turbulent and the
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insurance companies agreed that there was no weesspond to the changes in the
environment, they had not properly adjusted toctenges. It is no wonder then that they
were in a crisis. Peters and Waterman (1982) as#rinnovative companies are more
adroit at continually responding to change of aoit & their environment. As needs of
their customers shift, the skills of their compatitimprove, the mood of the public pert
bates, the forces of international trade realigd gavernment regulations shift, these
companies tack, revamp, adjust, transform and adiahort, as a whole culture, they

innovate.

241 Competitive Strategy

Competitive strategy involves positioning a bustnés maximize the value of the

capabilities that distinguish it from its competg@Porter, 1980). Competitive strategy is
a synonym for business strategy and the whole bbjebusiness strategy is to gain a
strategic advantage or competitive edge. Thisesiratadvantage should be a kind that
can be utilized as soon as possible and last gsdsmpossible. Its function is to generate
profits above the industry average and to gain staskare. A business strategy reflects
managerial choices among different alternatives figdals organizational commitment

to particular products, market, competitive apphesc and ways of operating the

enterprise (Karleof and Fredrick, 2005).

Hyper-competition occurs where the frequency, beédnand aggressiveness of dynamic
movements by competitors accelerate to create @ittmm of constant disequilibrium and
change. The implications of how competition is ustiod and how organizations might

respond are extremely important. Whereas competiticlower moving environments is
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primarily concerned with building and sustainingmgetitive advantages that are
difficult to imitate, hypercompetitive environmermnequire organizations to acknowledge
that advantages will be temporary. Competition rap be about disrupting the status
guo so that no one is able to sustain long-ternamige on any given basis. Long term
competitive advantage is gained through sequenchat lived moves (Johnson et al,

2008).

Marketing is a social and managerial process throwghich individuals and
organizations obtain value through an exchangeegsso¢Kotler and Amstrong, 1999).
Marketing helps to define business mission, itsiremment and competitive situation
(Kotler, 2000). Environmental analysis will assistmanipulating marketing variables
such as the product, price, place, promotion, peapt probe to ensure relevance of the
firm. The era of “we sell what we make rather tlmake what the customer wants” is
gone (Johnson and Scholes, 1997). Peters and Mé&tgi1982) commented that only
fools compete on the basis of prices. Companied hmersd Porter’s (1998) advice and

adopt cost leadership, focus and differentiatioargter to survive.

2.4.2 Organizational Structure

This is the grouping of the firm’s logistic and nagerial activities. This grouping is
stimulated by the growing size and complexity dernal operations and the growing
turbulence of the firm’s environment. Successfglamizations in the past require internal
focus, structured interaction, self sufficiency,dama top-down approach. Today,
organization structure reflects an external foflegible interaction, interdependency and
a bottom-up approach (Pearce and Robinson, 2003).
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Restructuring is one of the responses to extermal@mental challenges employed by
many firms. At the heart of restructuring is thetiom that some activities within a
business’s value chain are more critical to theces® of business strategy than others.
Business process re-engineering (BPR), populabyembnsultants Hammer and Champy
(1993) is one of the more popular methods by whodhanizations have undergone

restructuring efforts to remain competitive.

24.3 Diversfication and Divestiture

Kotler (2000) states that a good opportunity is amewvhich the industry is highly
attractive and the company has the mix of busingsengths to be successful.
Diversification means venturing into other businksss other than the ones the company
is currently operating in. There are three typedigtrsifications, namely concentric,
horizontal and conglomerate. In Concentric divezatfon, the company could seek new
products that have technological and/ or markesyrgergies with existing product lines
even though the new products themselves may appe@adifferent group of customers.
Horizontal diversification is where the company htigearch for new products that could
appeal to its current customers even though the pewducts are technologically
unrelated to its current product line. Finally, gtomerate diversification is where the
company might seek new businesses that have nionship to the company’s current

technology, products or markets.

Kotler (2000) defined divestiture as the processaliing a firm or a major component of
the firm. Companies must not develop new businedsésalso carefully prune, harvest

or divest tired and weak businesses or productsder to release needed resources and

21



reduce costs. Managers should focus on the compangiwth opportunities, not fritter

away energy or resources trying to salvage hemgimgausinesses.

2.4.4 Leadership and Culture

Culture refers to a set of beliefs and values thatracterize a society. It influences the
way people behave at the place of work and carctatfeeir behavior in executing
strategy within the firm. Corporate culture is tlvay a particular firm makes its own
decisions. It is a way of having things done inompany and is developed over many
years. It is based on the success stories of the fbood practices that have led the
company to success are usually preserved and asegas company practice. Bad
decisions that led to losses are discarded. Stestéigat are formulated should take into
consideration the requirements of corporate cultlihere should be no conflict between

corporate culture and the strategy being introd¥edbs, 2010).

Kotter (1990) pointed out that leadership is conedrwith how to cope with changing
situations. The main reason why leadership is q@orant in the modern world is as a
result of many businesses becoming more competiing volatile. Organizations

therefore need to invent the necessary changesablesthem cope with the changed
situations. For any change to succeed in an orghoig, effective leadership must be put

in place to manage the change process.

Pearce and Robinson (2003) observed that orgamiedtieadership involves actions in
first guiding the organization to deal with condtathange by embracing change,

clarifying strategic intent and shaping the culttodit with opportunities and challenges
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that change affords and second, identifying anglsinm the organization with operating
managers prepared to provide leadership and viSiba.most typical beliefs that shape
organizational culture include a belief in being thest, ability to offer quality work and
service, how one values people as individuals afaitla in their ability to make strong
contribution. Others may include the belief in amsér being the king, trust in doing a

good job, the importance of the details of the eea, among others.

245 Information Technology

Johnson et al (2008) contented that Informationhfietogy has continued to influence
organizational environment, strategies, and strastuThe speed at which data can be
analyzed and communications enacted has beendrarest through the development of
cheap and powerful information and communicati@thnologies (ICT). Although most
managers would accept that this is likely to impaettheir own organization, they are

left with considerable uncertainty about the dii@tiand speed of these changes.

Technological breakthrough can have a sudden amdnatic effect on a firm’s

environment. Managers need to assess the impatiieamcurrent and future strategic
positions to enable them reduce the anxiety. lus to the time consumed by these
managers in communicating with one another andksitéang a common understanding
as well as the time necessary for processing thesidas among the responsible groups
and decision levels (Powell, 1995). The need toewstdnd how the business
environment has changed by these developments tdrenmveremphasized. For
example, the extent to which customer expectati@ave changed in relation to product

features and how they interact with the supplidiise relative power of buyers and
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suppliers is fundamentally altered in e-commere@adactions because the buyers have

ease in accessing the information about competitifexings (Johnson et al, 2008).
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction
This chapter discusses the research methodologyHsaused as the basis of this study.
The chapter also discusses the research designnétieod of data collection, data

analysis and data presentation methods employsn istudy.

3.2 Resear ch Design

A research design is a plan for selecting the ssuend types of information used to

answer the research questions. A case study résgesgn was adopted for this study. A
case study is an in depth investigation of an iiddial, group, institution or phenomenon.

A case study was suitable for this research asvillved a complete observation of a

social unit emphasizing in depth rather than irabitle analysis. The design was relevant

to the objectives of the study.

A case study was also important for analyzing imfation in a systematic way to arrive
at useful conclusions and recommendations (Mugeraa Mugenda, 1999).

Furthermore, it allowed details to be secured fromitiple sources of information and
evidence to be verified through in depth probingdfer and Emory, 1996). Aosa (1992)
argued that a study with narrower focus would adhi@ greater depth thereby providing

further insight of the strategic change managerpsadtices in Kenya.

3.3 Data Collection
This study employed the use of both primary ancbiséary data. Primary data was

collected by interviewing six departmental headswtilee insurance. Secondary data
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was obtained from existing records at Jubilee kmsce including management accounts,
strategic corporate plans, annual reports and atspuorganizational structures,
newsletters, magazines, researches and studiesodotie company, and other relevant

documents.

An interview guide was prepared to assist in thkecton of the qualitative data. An
interview guide comprised of a list of various dumss the researcher sought to learn
from the organization. This was found to be appeterfor the purpose of getting

detailed information about the company under study.

A face to face interview was conducted with thesgrior management and departmental
heads that were responsible for the strategic ib@signade in the company to establish
the various strategic measures employed at depaidirievels to enable the achievement
of the overall corporate strategic goals. Appointtaavere sought with the departmental
heads which ensured that the interview sessions w@nducted at their convenient time

that ensured adequate and ample time to respdhe tpuestions.

3.4 Data Analysis
Data collected was thoroughly examined and checked completeness and
comprehensibility. It was analyzed using a contanalysis which is a systematic

gualitative description of the composition of tHgexts or materials of the study.

Content analysis involves observations and detaillescription of objects, items, or
things that comprise the sample (Mugenda and Muwayeh@99). The use of this analysis

method was important as it saved on time and ressur
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CHAPTER FOUR: DATA ANALYSIS RESULTSAND

DISCUSSIONS

4.1 Introduction

This chapter covers the analysis of the data obthand the findings of the study. The
data analysis has been done in line with the dbgstof the study, which were to
establish the strategic responses by Jubilee Insertp the changes in the environment
and to establish the factors that influence the amg to respond to the environmental
changes. According to the data found, this studl/thegeted to interview six managers.
The data required to achieve the objectives ofsttdy was obtained after interviewing

the six managers and departmental heads sincatheallected was concurring.

4.2 Analysis of Responses

To achieve the objectives of the study, the ineawguide targeted six senior managers
and departmental heads at Jubilee insurance complaienya limited drawn from
different departments. The study established thegbrty of the respondents were male
and female. The respondents were requested toabedtbe position they held in the
organization. From the study findings, most of ithterviewees’ were senior managers at
various departments. The researcher had also alechumber of years that the
interviewees had worked in the organization (Jebilasurance). According to the
interviewees’ response, all of them had workechim drganization for at least five years
as most promotions were internal, within the orgation. The interviewees’ responses

hence had the advantage of good command and reisjionbeing that they were senior
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managers or departmental heads and had experiadcapéitude owing to the years of

experience in the organization.

The respondents had different roles in strateggnfitation and implementation within
the company. Some of the roles include timely psec®y of customers claims, prompt
payments of agency commissions, ensuring full asftes to regulatory rules, active
participation in the Association of Kenyan Insuref®\Kl), monitoring the
implementation of the company's strategic objedivand formulation of key

performance indicators.

The study found out that the company has a five geategic plan running from 2010 to
2014. This plan is reviewed annually by senior ngemaent. The strategic plan is
formulated by all the business departments anditiaace and accounting department
according to the respondents. Respondents alsoatedi that the company reviews its
strategic plan annually and from this exercise tggeannual strategic objectives whose

achievements are monitored by Corporate Strategpartment.

The interviewees’ unanimously responded to the tipreson their perception of the
environment under which the company operates. Tdspanses indicated that the
company operates in a highly competitive industdyiclhr is heavily regulated. The
environment also, according to the respondents weag dynamic with high growth
potentials but facing a lot of challenges. Theng®s in the external and operating
environment had impacted pressure for change irotganization, hence necessitating

crafting of appropriate strategies to respond tsé¢hchangedhe Insurance Regulatory
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Authority (IRA) which is the body regulating the eations of insurance companies of
Kenya had come up with stringent requirements inrioua lines such as
solvency/liquidity requirements, minimum capitalqugements and strict reporting

deadlines.

The respondents also explained that Jubilee Insarhad been affected to a great extent
by competition in some of its business lines legdm reduced market share. However,
that fact notwithstanding, the respondents werenke®e point out that still; they
maintained a lead in the market share in some sobitsiness lines like in medical

insurance.

The study further established that the overall oasjbility for formulation of strategic
responses to constant changing environment regitsthng Strategic Plan Implementation
Committee whose convener is the Company’s Manabingctor and its secretary is the
manager in charge of strategy and Corporate PlgnDiepartment. According to the
interviewees’ while responding to the question onmatvtriggered the formulation of
strategic responses by the Company; they unanimoagieed that the continuous
changes in the external and operating environmeated pressure for the organization
to change, hence necessitating crafting of appaterstrategies to respond to those

changes.

4.3 Strategic Responses to Competitive Environment
The research findings indicated that formulation stfategic responses at Jubilee

Insurance Company was undertaken by the manageamdrtepartmental heads and uses
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top down approach. The strategies formulated weea tascaded to the employees to
implement through the guidance and direction of treads of departments. The
interviewees further said that such strategic resps were necessitated by demands
from the stakeholders, results of strength, weaesopportunities and threats analysis,
changes in business operating environment, or \geaerally deemed necessary and in
response to changes in government regulations atidigs. These environmental
challenges continue to affect the company and it davised a number of strategic

responses to the challenges as revealed by theiewees.

The study established that Jubilee insurance hadenaarangements to mitigate the
consequences. The various measures put in placeitigate the consequences were
expansion into new regions and geographical logatisuch as Rwanda, Burundi and
South Sudan, offering attractive remuneration geeinployees, niche marketing, product
segmentation, proper pricing of products and praf@ms management. In addition, the
company had performed a lot of price undercuttingheir premiums and putting more
emphasis on quality of service delivery and supestamer service. The company had
organized in house trainings to empower its staffsoper customer service and the
techniqgues of out-serving. On the same note, thmpeoy was keen on the

communication methods used to address the custpb@hsinternally and externally.

The respondents also described that other effadsbleen geared towards upgrading the
Information Technology system to align it with thie@rrent needs in the market especially
on claims settlement leveraging on technology. Thmpany had invested on good

Information Technology systems, and strong findnsieategies aimed at reducing the
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overall operation cost. Where appropriate, the mmgdion had considered other
strategies such as restructuring and outsourcimgcoce logistics such as cleaning and
preparation of tea to allow the management to aana on core businesses of the
company. Priority had been accorded to areas swchpraduct and technology
innovations and invention of new products strategsad research and development

ventures aimed at developing the relevant custé&mawledge.

The study further revealed that there were imprceu@Es in performance owing to
improved customer service and employee training anadivation. On the issue of
scarcity of skilled labor, the company had opted poach qualified staff from
competitors, and it had also devised ways of higoglified, experienced and competent
staff. Further, the company had put up measuremnsoire it does not lose its staff to
competitors through enhancement of remuneratiormeke it commensurate with
gualifications and experience, emphasizing goodgamnthrough quality focus strategies
to compete effectively. Development of employeed hemained key to organization
success and therefore, ways of ensuring they hadlamd and moved up the career
ladder was established, this included creation eiv rpositions, enhancing better
communication channels, delegation of responsgslitand decentralizing decision-
making. In addition, all the respondents agreed thay were involved in strategy
formulation. To the question on the type of stretegsponses to the changes in the
company’s environment, the interviewees intimateal tstrategic responses were both
proactive and reactive. They went ahead to elabditzt most often, the company’s
strategies were pro active, but occasionally, tbeyld be reactive based on a case by
case analysis.
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The interviewees were in accord that the impaeanf long term planning on strategic
responses to increase the competitive advantagedarompany’s future was to enhance
assessment of the relevant groups such as custotoenpetitors, consumers, suppliers,
creditors and the government or political climateas to align the strategy with the
current environment with an eye into the futuree Btudy showed that responses such as
risk management strategies where the company wag tisk based approach to reduce
number of claims to be paid. This response was ails@d at reducing the fraudulent
claims from the customers. The respondents wera k@oint out that as companies
were becoming socially aware and practicing Corgofsocial Responsibility, Jubilee
insurance was not left behind. The company was sporg education for children and

running community projects as part of its Corpofadeial Responsibility.

On whether the strategies Jubilee Insurance usessatd to competition were successful,
the interviewees agreed unanimously that they waoeessful indicating that there was
expansion to new regions, and the company had alagt the lead as biggest insurer in
the East Africa region. Also, the company’s perfante had continued to improve over
the years and the reputation had gone up hencsldgan “relax, you've got a friend”.

The respondents also mentioned that there were oieprent of processes and

procedures through ISO certification of the company

On what else had Jubilee Insurance done to remampetitive, the respondents
indicated that Jubilee Insurance had put in plaiectve internal mechanisms for
strategy formulation and implementation to enhatsa@bility to respond to a changing

environment. It had used appropriate framework nalyze the internal and external
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environment (SWOT). All these were aimed at makimg company to grow and survive
in its operating environment. The respondents vedr@ad to elaborate on the need to
have ISO processes. The processes had also begrtouperform customer analysis
(internal and external) in order to understandciiiomer needs with a view of satisfying
them and remaining close to them. The study al&bkshed the way the customers were
held with high esteem and being referred to asdtmgens since they were the ones
paying the bills of the company hence maximum foesaghem. The respondents also
recommended the need to focus on research andogeveht resulting in development of
new products and services geared towards meetioge tbustomer needs and hence

cultivating customer loyalty.

4.4 Environmental Challenges Facing the Company

The study has established that the company isdaaimerous environmental challenges
in their day to day operations. The challenges ctnora both the internal and external
environment where the company operates. Genewgalyording to the respondents, the
insurance industry is affected by the several ssdebilee insurance being a player in

the industry has directly been affected with thellemges caused by these issues.

One of the issues identified by the respondentsctiffg the company and industry as a
whole was that of regulation. The insurance inquisttheavily regulated. Association of
Kenya Insurance continues to be uniquely placdzktat the forefront of influencing and
shaping the regulation that affects the industiyh@ugh some major successes had been
recorded, further legislative changes were requiceficilitate industry growth, and the

Association of Kenya Insurance was intending tonghian for such change. The annual
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finance bills frequently amended the policies ofemping in the industry. The
respondents further explained that such changdbkerregulation of the industry had
forced Jubilee Insurance to craft flexible plangnsure they comply with the regulatory

policies.

Again, the study identified the issue of competitibccording to the respondents, rivalry
in the industry was very intense with many undetevsi opting to compete on price to
take business away from competitors. Over the ydhis had led to shrinkage in the
value of the business being written in the industryhe detriment of the profitability of

the whole industry. The industry is highly compeét and therefore the companies
within the industry are competing on areas liket@u®r service, low cost premiums,
customers, skilled employees among others. Suchpetiion had seen rates of
premiums go down and Jubilee insurance equallyfaragd to lower its premiums rates

hence leading to drop in the overall revenue.

Another issue recorded by the interviewees’ wastipal instability. The changes on
government leadership had affected the industralmse every leadership group came
with its own policies and this brought various ¢teages. The respondents were quick to
recall the effects of 2007 Post Election Violenee the insurance industry. They
explained that the violence resulted into magnitlodses in terms of lives and property
destruction which forced the insurance Companiespay ex-gratia claims. The
respondents concluded that this violence had adweffects on Jubilee insurance as a

Company.
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The study also noted that scarcity of skilled per&b in the industry was another issue.
According to the respondents, a number of undegv&ihoted that a tight labor market
had made it increasingly difficult to attract aretain skilled employees. Whereas the
College of Insurance offered education and trairfimginsurance personnel at entry
level, there was still a dearth of technical ankeottraining for mid and senior level
insurance professionals. Only those companies ¢bald afford to do so send their
employees overseas for technical training. Datainbtl from the Association of Kenya
Insurers confirmed the belief that as a resulhd, tthere was insufficient talent at senior
levels to drive the industry forward. Accordingtl@® respondents, Jubilee insurance was
not exempted because the organization had lost sbthe key staff to competitors after

they had acquired the necessary trainings and gkalin the company.

The researcher also discovered that economic fadted posed challenges to the
industry. The interviewees elaborated in detailsv itbe Kenyan economy had faced
various drawbacks from the global warming whichulesl to increased rates of inflation,
and foreign exchange rates. The rates of intesgbslso increased thereby increasing the
general cost of living. Consumers’ purchasing polagd gone down and hence, majority
of individuals are looking for ways of cutting dowon expenses. On this note, the
respondents expressed their fears that the insitauiginess was at a risk of losing more
revenue as people would be tempted to give it & baat and are likely not to take out

insurance covers.

On the issue of information technology, the resgoisi expressed their concern on how

the customer needs and demand had gone up and diegnlaigh level of technology to
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ensure the customer get the value for their mombag. technology world was changing
so rapidly and therefore Jubilee Insurance wasetbrto change their information
technology from time to time to meet the demandstlie@ market. Some companies
within the industry had not invested in integrabefbrmation Technology systems, while
some companies were still using the manual sysBayers in the insurance industry
were widely disparate in their adoption and usénédrmation Technology as tool for
business. As such, it is very difficult for Assdaa of Kenya Insurance to drive and
effectively implement industry wide initiatives theequire heavy use of Information
Communications Technology, such as the IMIDs pnogradhat seeks to create
industrywide database of motor policies, with a view, ird8a, to manage fraud in the

motor industry.

The respondents were concerned on the bigger, ibsueever, which was the fact that
the growth of the industry and further penetratiavuld only be effective by leveraging
Information Technology and mobile phone technoldgye slow adoption of technology
by underwriters had hampered this. Some of theoredgnts confirmed that this issue had
affected Jubilee Insurance to a great extent. Tdisy brought on board the issue of
climate change. Increased severity of weather a@lavents had affected the crop

insurance hence incurring a lot of claims due tpdailures.

Finally, the study discovered a number of chalkenthat were not initially known to the
researcher and which were identified by the inemé@es as facing the company. These
were issues such as fraudulent activities. Framamed a huge challenge in the

industry. According to the Association of Kenyauress records (2010), it was estimated
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that up to 605% of all insurance claims were frdedu This had driven up the cost of
insurance. The report further explained how theirigisce industry had a poor public
image due to a number of factors. One was the lagéls of fraud which made the
insurance companies to scrutinize claims carefalig to ensure they are measured in the
way they administer the claims process. This dis@chised customers with legitimate
claims. The respondents also noted that anothésrfaovolved the brokers and agents
who dealt directly with clients could be unscrupdp making promises that the
underwriters could not keep, and even perpetratiagd. Being holders of the client

relationship, they could wield a lot of power owerderwriters.

4.6 Other Environmental Challenges

As indicated in the environmental challenges untl8 the company continues to be
impacted by other array of challenges which presipwvere not documented in other

secondary materials known to the public. Accordinghe respondents, some of these
included the social factors. The company had nkertanto consideration all regions

while developing their products. For example, tegpondents noted that there were no

Islamic (sharia) compliant insurance products.

The study equally indicated that people are notrawéthe need for taking insurance in
Kenya and therefore the industry had a low penetraate compared to other countries
like South Africa. According to the Association K&nya Insurers records (2010), the
Insurance penetration rate in Kenya was 2.84% cozdp@ South Africa’s rate of 12.9%

in 2009. The respondents believed that penetratamlow in part because Kenyans were

not aware of the existence and value of insuraand, also because existing products
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were hard to understand. The management of Jubseeance therefore needed to focus
on developing simplified standard policy documerdad on sponsoring awareness
campaigns to stimulate demand for insurance pradiitte Company had supported the
plans of AKI to work with IRA in the developmentafinancing of effective campaigns

to create awareness.

Some of the respondents further established tratintustry had suffered from poor
reputation. All players in the industry were affsttby this reputation and the study
confirmed that the Company was unable to peneinbesome markets due to the bad
reputation and image of the insurance industry. fidged to enhance professionalism of

its members through the enforcement of AKI CodEtbics was necessary.

4.7 Challengesin the mplementation of Strategic Responses

According to the study, the company had encountanedmber of challenges in trying to
implement the identified strategic responses. Adgiogy to the interviewees, the
challenges in the implementation of strategic raspe were varied. The main challenges
Jubilee Insurance had faced while trying to impletrits strategies were highlighted as
resistance to change, unfavorable organization&alirel bottlenecks in the organization

structure which had affected the operationalizatind institutionalization of strategy.

Other factors identified by the study included gdriand in some cases conflicting
interests. Jubilee Insurance as an organizationcaaprised of managers and staff who
were human beings. Due to their human nature, tiaely different ideologies, interests

and capability. Due to these reasons, the strabegyy implemented could succeed or
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fail as it would depend on the interests of thepbeanvolved. This made it challenging

for the Company to move together in a particulaeation. For this reason, the themes
selected in the strategic plan focus on expandiegverall size of the organization, and
on enhancing the capacity of all employees, rath@n on issues that affected specific

individuals.

On the issue of organization culture and polittb® respondents elaborated how every
organization was unique on its own way and theeefad its own politics and culture.
The respondents emphasized the fact that it washwuanting that however good the
organization strategies were, and regardless aguperiority of the strategic managers, if
the strategies were not aligned to the organizatidture, they were subject to criticism
and were likely to fail at the implementation lev€he respondents confirmed that the
same case applied to Jubilee Insurance. They fuetkidained that the issue of culture

and politics had also contributed to resistanaehnge.

The study also discovered that frequent changegarazation leadership had contributed
to the challenges faced while implementing the tegias. The leadership and
composition of Company’s governing board changesyetwo years. Lack of continuity

in oversight could hamper the smooth implementatbthe company’s strategy. The
implementation framework is a tool that could bedist Board level to ensure that

progress in key initiatives is tracked, even thitoaanges in leadership.

Another impediment to strategy implementation idet by the respondents was lack of

commitment from the organization members. Like cathanizations, Jubilee Insurance
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has continued to face a “free rider” problem whewee employees do not deliver up to
the standard of work and effort expected from tlienthe success of the Company. This
means that getting full commitment from the emp&s/@n Jubilee Insurance activities

had always remained a challenge.

There was also the issue of enforcing adherentgetocompany’s code of conduct which
was a problem due to the inherent incentive stractfi all employees adhere to the code
of conduct, the whole organization would benefibwever, if one of the employees

breaks the groups’ code of conduct, that employeeetits at the expense of the
organization’s reputation. As Jubilee Insurancedasingly expands its offerings to new
staff, it is hoped that simple actions like exchglinon committal employees from

offering their services to the organization wouidcreasingly be effective deterrents

against breaches in the agreed code of conduct.

4.8 Discussion

The objectives of the study were to establish thetegic responses by Jubilee Insurance
to the changes in the environment and to idenkig/ factors that influence the response
to the environmental changes. The study found bat fubilee insurance had been
affected to a great extent with competitive changgiin its external environment. The
company had thus formulated strategies to responthé competitive changes in its
environment. This study presents findings simitaother studies and is thus consistent
with previous studies. In the study of Kenyan liagwwe Industry, Abdullahi (2000) found
that although economic reforms in Kenya had made lihisiness environment very

turbulent and the insurance companies agreed hiesie twas need to respond to the
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change in the environment, they had not properysteld to the changes. It is no wonder

then that they were in a crisis.

Mwarania (2003) found that as a result of the pigasiut the mandatory cessions which
had hither to guaranteed business, Kenya Reinseit@arporation Limited responded by
engaging in an aggressive local and internatioralketing programme, organizational
restructuring, investments in real estate and mé&iion Technology. These responses
resulted in increased profitability for the corpava despite reduction in gross premium.
The competitive environment has also encouragedaaias to engage in innovation of
new products, improved in customer service andarebeand development. Tari (1998)
discovered that as a result of HIV/ AlDs scourge,ihsurance companies had responded
to the threat by applying experience rating, adddl reserving, additional questions, and
non acceptance of group life proposals without agEnying pension scheme and

restriction of insurance cover.

The respondents also described that other effadsbleen geared towards upgrading the
Information Technology system to align it with thierent needs in the market especially
on claims settlement leveraging on technology. ¢bmpany had invested on good IT
systems, strong financial strategies aimed at iadube overall operation cost. Where
appropriate, the organization had considered oth@tegies such as restructuring and
outsourcing non-core logistics such as cleaning preparation of tea to allow the
management to concentrate on core businesses otaimpany. Priority had been
accorded to areas such as product and technologwations and invention of new

products strategies and research and developmentires aimed at developing the
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relevant customer knowledge. These findings werelai to Porter (1980) three general
types of strategies that were commonly used bynlesses which are cost leadership,
differentiation and market segmentation (or focus).the study of Telkom Kenya,
Kandie (2001) found that despite a major changténenvironment of Telkom Kenya
occasioned by liberalization of telecommunicatiorthe corporation’s strategic
aggressiveness was not consistent with the enveahmurbulence and its organization
capability was not in line with the strategy. Thiad adversely affected the competitive

position of the firm.

The study further revealed that the company ne&nletnploy other strategies to remain
competitive. These were efficient customer servesgaging more on corporate social
responsibility to give back to society and enhagotustomer loyalty were identified.
These findings concur with what Johnson and Sch(2863) recommended that for
companies to remain competitive, they should adaptegies directed at improving the
effectiveness of basic operations within companychsas production, marketing,

materials management, research and developmenhuenan resource management.

The study established that Jubilee insurance gicatesponses were both proactive and
reactive. They went ahead to elaborate that méshofhe company’s strategies were pro
active, but occasionally, they could be reactiveddaon a case by case analysis. These
findings were similar to what Pearce and Robing@@897) indicated that the strategic
response to the environmental challenges were iftightas a major source of
competitive advantage for numerous firms in todayitensely competitive global

economy. Similarly, Kipturgen (2003) looked at tieategic responses to a changing

42



competitive environment in the case study of Ke@yanmercial Bank established that
proactive rather than reactive strategies suclessarch on changing customer needs and
preferences form the basis of its strategic plasmniMbwayo (2005) focused on the
strategies applied by commercial banks in Kenyariti-money laundering compliance
programs. He concluded that strict adherence pwwesdand standards have been

implemented to ensure that money laundering isatoadl in Kenya.

The study too revealed that People are not awatheoheed for taking insurance in
Kenya and therefore the industry had a low penetraate compared to other countries
like South Africa. This was attributed to the uretive nature of the industry having a
poor reputation. Wairegi (2004) in his study on si&tegic responses by life insurance
companies, he found out that there were strucweaknesses rooted in the regulatory
and taxation framework which needed to be overcbefere the penetration ratio could
increase. Such weaknesses included composite ilggna weak industry regulatory

framework and the taxation regime. The industry aasinattractive sector.
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CHAPTER FIVE: SUMMARY, CONCLUSIONS AND

RECOMMENDATIONS

5.1 Introduction

This chapter presented the summary of key datanfysd conclusions drawn from the
findings highlighted and recommendations made therelThe conclusions and the
recommendations were drawn in the quest of addrgsthe research question or
achieving the objectives of the study. The chajgtehus outlined into summary of the
findings, conclusions, recommendations, limitatiarfsthe study and suggestions for

further research.

5.2 Summary of the Findings

The researcher interviewed six senior managemeahtapartmental heads and the data
collected was concurring and thus sufficient toiesd the objectives of the study. The
interviewees were both male and female who had egik the company for over five
years. From the findings, it was evident thatdbenpany had a five year strategic plan
which was formulated and reviewed annually to emablrespond to the competitive
challenges in the insurance industry. The researalse confirmed that the insurance
industry was very turbulent with several challengesking the industry to be very
competitive. On the other hand, the study furthemficmed that Jubilee insurance had
incorporated strategies to respond to the chalkengkich enabled the company to

maintain its success in the industry.
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5.2.1 Strategic Responses by Jubilee I nsurance Company

The company has responded to the environmentalgelsathrough such initiatives as
new product development, diversification, and es@nto new regions, organizational
restructuring, investment in human resources, oustcservice improvements, adoption

of new Information Technology and active involvemiencorporate social responsibility.

The findings further indicated that the organizatiead formulated strategies to respond
to these threats. These included risk managemmiegites, expansion to new regions,
improved customer service, poaching and hiring arhgetent and skilled employees,
investing on modern Information Technology to emsspeed in processing claims and
accuracy of reporting transactions, cost reductimategies, and increasing the product
range through invention of new products. The orz@tion had equally employed the use

more agents and brokers to market their products.

The study has shown that the strategies the compasyemployed to respond to the
competitive changes in the environment have beenessful. This was evident by the
success of the company through expansion to newnrggnaintaining the market lead in
most business lines like medical insurance and stwining the number one biggest
insurer in East Africa. The company had also madagesurvive in the competitive

insurance industry for over 75 years.

The study discovered that the Company like mosthef modern organizations had
formulated a strategic plan. This was the respditgilof the senior management and

was to be implemented by all the staff. The plais weviewed annually to align it with
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the changing times. The company was forced to wetir strategic plan annually to
respond to the frequent changes from the regulatach as the government through the
finance bill. The study found that the importandelang term planning on strategic
responses to increase the competitive advantagedarompany’s future was to enhance
assessment of relevant groups such as customergetitors, consumers, suppliers,
creditors and the government or political climateas to align the strategy with current

environment with an eye into the future.

5.2.2 Changesin the Competitive Environment

Business environment continues to greatly affeetciimpany and these calls for constant
formulation and implementation of strategic ress® mitigate these threats. Findings
of this study show that Jubilee Insurance has a&dopt more proactive approach in

addressing changes in its operating environmeng. §thdy has found that effects of

competition continues to greatly affect the compemngomparison to other changes as it
has led the organization to lower the rates ofrtpeemiums and loss of key staff to

competitors through poaching.

Other threats such as heavy regulations, magnitsses through fraudulent claims, poor
industry reputation, and change in organizatiordéeship, lack of clear structures,
political interference, economic issues, and staroi skilled personnel, unaligned

organization culture and entrants of new playenewdentified. The study found out that
the changes that had taken place due to politicthbility were entry of new competitors
due to liberalization of the economy and governntegulation in the insurance industry

and hefty claims paid due to post election violer@thers include economic challenges
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leading to loss of customers due to low insurarmeers resulting from low purchasing
power, high foreign exchange rates, and increasiation rates reducing the rates of

penetration to new markets.

The researcher noted that the industries risk nemagt skills were wanting. The rates
of fraudulent claims were very high. The claimsgassing rates were low and this had
destroyed the relationship between the insurerstlamdnsured. In many cases, genuine
claims were delayed unnecessarily. The industrytegfpn as a whole was wanting and

strategies to improve the industry image were rssugs

The study, however, found out that there has besmmance between the strategy
formulated and that which is implemented due tcetiamd money constraints, and the
unpredictability of the business environment, inpetence of employees in some areas
as well as interference from some stakeholders.reTheere also challenges in

continuously upgrading the existing technology ttueost constraints.

5.3 Conclusions

In the modern world of Stiff competition, Jubilegstrance has been able to keep pace
with the changing business environment scenariadmypting various response strategies.
From the study findings, the researcher concluties the challenges in the external
environment that affect the operation of the orgatiwon were global financial crisis
(inflation), competition from firms within the insance industry, political instability,
climatic changes, fluctuation of exchange ratew, technological advancements, heavy

regulations and stiff requirements from the regukat lack of skilled personnel,
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industry’s poor reputation, low penetration ratesreased cases of fraud and social-

cultural factors.

The study concludes that the social factors wheth &ffected the company were lack of
products to suit all groups of people such as MusliThere were also increased demand
from the customer and cultural influences on custoneeds. In addition, the company
was faced with competition forcing it to increadee tremuneration of key staff to
maintain them as well as being forced to cut dowit®premium rates hence resulting to
low profitability. In some business lines, the canp has remained with very low

market share.

The study further concludes that Jubilee insurdrezkadopted various measures to curb
environmental changes. These included expansiom mew regions, investing into
modern information technology to improve the speédettling the claims, reducing
operation cost and premium rates, hiring and miaimg experienced and qualified staff,
training and development of key staff, enhancing tisk management strategies,
development of new products, concentrating on tbleenmarket, enhancing proper code

of conduct to improve the organizations image amathgrs.

The study further concludes that the strategieslelubdnsurance uses to react to
competition have been successful in that there haes expansion to different regions
and the company has managed to maintain the lettedsiggest insurer in East Africa

region. The company has also recorded improvesdpeénce over the years.
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5.4 Recommendations

From the discussions and conclusions in this chapte study recommends that
although Jubilee Insurance has been successfugutratizing the challenges posed by
the competitive environment, the company shouldastiine the organization structure.
Clear reporting lines should be stated as this eviBure staff motivation and reduce the
employee turnover rate which is a direct cost te tompany. The company should
recruit employees with the necessary knowledgeséitid in the business to minimize on

the induction and training costs. The managemenouldhfurther enhance ways of

developing and retaining competent staff to warfdsta#ff poaching by competitors.

The study also recommends that the organizationldrengage in heavy advertisement
of their products and services, a strategy thanployed by a number of companies
within the insurance industry. The need to engageampaigns to create awareness
cannot be over emphasized. This strategy will ieethe penetration rate into major

markets, both locally and internationally.

The study findings indicated that due to compaetitilhe company had been forced to cut
on its premium rates due to the pressure posedimpetitors to lower their rates. The
study recommends to the industry players to widbetir tstrategies while competing. Cut
throat competition on low pricing should be checked minimum acceptable premium
rates offered be set for the players. Low costtesgsais just one of the strategies
identified by Porter (1980). However, other strageglike differentiation and market
segmentation (focus) strategies should be adoptegtercompetition is very stiff. There

is a point beyond which the premiums rates maybeotut. The company should focus
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on service delivery and developing wide range oflpcts that meet the customer needs

and direct them to the target market.

The study identified that one of the major challengvithin the industry was heavy
regulation and poor reputation. The study recommethdt the regulation within the
industry should be eased by removing unnecessatipss in the insurance Act that do
not add value, and also, the annual changes ifinthiece bills should be reduced to give
the industry players ample time to adapt to thengka recommended. All the industry
players including Jubilee insurance managementutfirahe regulator should employ
strategies on the industry reputation by improvingir code of conduct. The regulator

should ensure that all the players adhere to tbfegsional code of Ethics.

The study found that the industry has the highastber of fraudulent claims recorded.
This has soured the relationship between the cus®rmand the insurers because the
distrust relationship is extended even to the genaustomers. The Insurance Regulation
Authority should educate the public on the needd purposes for taking insurance
covers and also to inform them of the effect of mgKraudulent claims. Never the less,
the speed of processing customer claims shouldnpeoved and the regulator should
take action to the companies that fail to honoruges claims. The Insurance Regulation
Authority should educate the public on the actimntake should the individual insurance
companies fail to pay up their claims. This willgrove the relationship between the

insurers and the insured.
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The company should work on its culture and sholighats strategies to the culture.

There is a need by policy makers to ensure thenizgon culture supports the strategies
formulated. Culture affects many organizations previous studies have found out that
whenever there is a mismatch between the orgaoizatilture and its strategies, the
strategies might fail at the implementation le\&hployee attitude towards change and
organization success through implementation of fvenulated strategies should be

checked.

5.5 Limitations of the Study

This was a case study of one company and the dédned may differ from that found
in other insurance companies since they use diffestrategies to respond to the
challenges posed by the competitive environments Th because each company is
unique and would therefore employ different stregegto distinguish it from the
competitors. However, the researcher made an dffoconstruct an effective research
instrument that sought to elicit general and speoiformation on the strategic responses

that companies adopt to match the changing envieotim

The researcher faced difficulties while obtainihg tlata since the information required
on the organizations strategies was considered s@rsitive and the management were
unwilling to share it with an outsider. The emplegavere granted permission to respond
to the interview questions by focusing on the gaheiew. The limitation was reduced

by looking for other sources of data like secondaoyrces from the internet and related
links and comparing the data with the informatisovided. The researcher believes that

a lot of information specific to how the organinpatistrategically responds to competitive
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changes in the environment would be obtained ifdtugly is conducted by someone

within the organization.

The study faced both time and financial limitatiofike study was conducted within a
short period and hence exhaustive and extremelypeeimensive research could not be
carried on the company’s strategic responses tagthg environment. Due to limited
finances and time, the study could not be carriadtie other branches of Jubilee
Insurance. Never the less, the researcher minintlziedby conducting the interview at
the company’s headquarters since it is where giegeare formulated and rolled out to

other branches for implementation.

5.6 Suggestionsfor Further Research

The study recommends that further studies shoulddoe on the effect of organization

culture to strategic responses in the organizafibrs study should also be done on other
companies in the insurance industry so as to gepoehensive information on how the

other players in the industry have responded toctimdlenges posed by competitive

changing environment.

Another study should be carried out to establighetktent in which the industry has been
regulated and which impacts it can have on the stigushould the regulations be
reduced. More research can be done on the compastablish the relationship between

its success and the marketing strategies employed.
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APPENDIX Il: INTERVIEW GUIDE

INTERVIEW GUIDE FOR MBA RESEARCH ON STRATEGIC RESPONSESBY
JUBILEE INSURANCE TO CHANGING COMPETITIVE ENVIRONMENT.

Date
Interviewee name Job title
This interview guide has been prepared in relatothe objectives of this study. It seeks
to establish the strategic responses by Jubileganse to changes in the environment, as
well as the factors that influences the organiregiaesponse to the environmental
changes. The information provided in this interviguwide will be exclusively used for
academic purposes and will be treated with utmostidentiality.
SECTION A: General information

1. In which department do you currently work?

2. What is your position in the department?

3. How long have you been working in Jubilee Insur&nce

4. What is your principle role in this position as & corporate strategic planning is

concerned?

SECTION B: Strategic responsesto a changing competitive environment.

1. Does your company have a formal documented stajxgn?

2. If yesin (1) above, please indicate those departsnehich were involved in

formulation of this strategic plan.
3. What period of time in years does the strategio plaver, how often is it

reviewed and by which level of staff in terms ofitrseniority?

59



4. What is your view on the importance of long termrpling on strategic responses
to changes in the environment for your companytsrgf
5. In your opinion, how would you describe the opemanvironment in the
insurance industry in Kenya?
6. What are the challenges in the external environriettaffects the operation of
the organization?
7. Who is responsible for formulation of strategicp@sses in the company in
response to changes in external environment?
8. What necessitates the formulation of such strategiponses and how often is
such formulation done by managers within the orzgion?
9. Briefly explain the changes that have taken pladéeé industry as a result of
direct influence by each of the following exterealvironmental factors?
1) Economic environment
i) Social cultural environment
iif) Political/ Legal environment
iv) Technological changes
10.1In what ways have the changes mentioned in 9 ahffgeted the operations of
the Company?
11.Please indicate the strategies that the compangutas place to deal with each
of the environmental influences mentioned in 9 &ov
12.What other challenges apart from the ones listédlabove has the company

faced?
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13.What strategic responses has the company formudaigdmplemented to
mitigate the challenges listed in number 12 above?

14.To what extend do you think Jubilee insurance e taffected by competition?

15.What are the general strategies the company hggextito enable it deal with
changes in its competitive environment?

16.Do you consider the various response strategiestaddy Jubilee insurance to
be proactive or reactive to the changes in thereatenvironment?

17.Are the strategies Jubilee Insurance uses to teacimpetition successful?
Explain.

18.What are the challenges that the company has fadéé implementation of the
above strategic responses?

19.Please give any other comment you may have regpstiiategic responses by

Jubilee insurance to its changing external envimemth

THANK YOU FOR YOUR TIME.
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