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ABSTRACT

A marketing strategy should be centered on thedosgept that customer satisfaction is the
main goal. Companies respond to environmental facemd one of the environmental
influences to a business arises from competitionng$- therefore focus on gaining a
competitive advantage to enable them respond tbcampete effectively in the market. By
identifying their core strengths, firms are ablectmcentrate on areas that give them a lead
over competitors, and provide a competitive advgmtal herefore this study will seek to
determine challenges faced by life insurance comegam implementation of marketing
strategies. It will be guided by the following oti@es, to establish the challenges faced by
the insurance companies in implementation of margedtrategies and to establish whether
life insurance companies have a control and feddbgstem to assess the effectiveness of
the implementation process. The study employeduraey design. The survey was
appropriate as it sought to ascertain the chalkrigeed by life insurance companies in
implementation of strategy in Kenya. The populatioihthe study comprised all Life
insurance companies in Kenya. There are an estihZtdife insurance service providers in
Kenya. The study used a combination of various riggles of data analysis. The
guestionnaires were coded and edited for completengisg SPSS statistical package.
Descriptive statistical measures were also usedsdhmeasures included the mean,
mode and median. Graphs, tables and charts werk exdusively to display the
findings. The findings indicate that the majority of the liflesurance companies had a
relatively long experience having operated in Kefgraover 31 years, the companies were
therefore well established in country. The studyifigs indicate that organizations face

various challenges and threats in their pursuitriplement marketing strategies. However,

Xi



there are elements of organizational operations Hhae a correlation with the strategies.
According to the study, the elements are; Recruitma&f staff, Training, Motivation,
Compensation of clients and Communicatiorhe study findings indicate that competition
in the insurance industry was driven by variousmelets which included; Profitability,
Market share, Customer Satisfaction, competitiveitpom and other in-house strategies. The
study concluded that marketing strategies are itapbiin helping an organization improve
their performance and competitive edge. Howeverseems like many life insurance
companies are not keen on adoption of marketirajegires. The main challenge faced was
the administration of the questionnaires. This gttetommended for a more generalized
conclusion to be made on the challenges of maretirategy implementation for the entire
insurance industry

Key words: Challenges, Life Insurance, Implementation, Marketing Strategies and

Competitive Advantage.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the study

Strategy implementation is the process that tutasspinto action assignments and ensures
that such assignments are executed in a mannexdbaimplishes the plan’s stated objectives
Kotler (1984). It is also portrayed as a lively gees by which companies identify future
opportunities Reid (1989). Although formulating@nsistent strategy is a difficult task for
any management team, making that strategy work plemmenting it throughout the
organization — is even more difficult Hrebiniak Q). A myriad of factors can potentially
affect the process by which strategic plans areetirinto organizational action. Unlike
strategy formulation, strategy implementation itenfseen as something of a craft, rather
than a science, and its research history has pelyidoeen described as fragmented and
eclectic (Noble, 1999b). It is thus not surpristhgt, after a comprehensive strategy or single
strategic decision has been formulated, significdifficulties usually arise during the

subsequent implementation process.

1.1.1 Marketing and Marketing strategies
Marketingis a general term used to describe all the stegisl¢lad to final sales. It is the
process of planning and executing pricing, promotod distribution to satisfy individual

and organizational needs.

Marketing is more than just the process of selingroduct or service. Marketing is an

essential part of business, and without markegrgn the best products and services fail.



Companies constantly fail because they do not kmdwat is happening in the marketplace
and as a result, they are not fully meeting thastamer’'s needs. They mistakenly believe
that with the proper amount of advertising, custameill buy whatever they are offered.
Marketing consists of making decisions on the fdts: Product, Place/Distribution,

Promotion and Pricing

Before a business owner can make decisions onotlreH's, he/she must devise a plan. A
plan provides a business with guidance on makingsams. Marketing plans are also
marketing strategies which outline exactly how netirlg objectives will be achieved.

A marketing strategy is therefore a process thatatlbw an organization to concentrate its
limited resource upon the greatest opportunitieBitoease sales and achieve a sustainable
competitive advantage (Baker, 2008). A marketingtegy should be centered on the key
concept that customer satisfaction is the main.g8ampanies respond to environmental
factors and one of the environmental influencea business arises from competition. They
have to respond strategically to environmentaldigctn order to be sustainable. Increased
competition threatens the attractiveness of angtmguand reduces the profitability of the
players (Hamel and Prahalad, 1993). It exerts pressn firms to be proactive and to
formulate successful strategies that facilitateaptive response to anticipated and actual

changes in the environment.

Firms therefore focus on gaining a competitive atlxge to enable them respond to, and
compete effectively in the market. By identifyinigelr core strengths, firms are able to

concentrate on areas that give them a lead ovepemiors, and provide a competitive



advantage (Hamel and Prahalad, 1993). Accordingotinson and Scholes (1997), core
strengths are more robust and difficult to imitagzause they relate to the management of
linkages within the organizations value chain amtirtkages into the supply and distribution

chains.

Markets are changing all the time. It does dependth® type of product the business
produces, however a business needs to react orcizdemers. Some of the main reasons
why markets change rapidly are that customers dpvelew needs and wants, new
competitors enter a market, with new technologieamng that new products can be made, a
world or countrywide event happening e.g. war, godernment introducing new legislation

e.g. increases minimum wage.

Though a business does not want competition fronerobusinesses, inevitably most will
face a degree of competition. The amount and typempetition depends on the market the
business operates in (Hamel and Prahalad, 199Busfess could react to an increase in
competition (for instance a launch or rival produmt cutting prices (but can reduce profits),
improving quality (but increases costs), spend mpremotions (such as doing more
advertising, increase brand loyalty; but costs mphnand cutting cost (Porter, 1998), for
instance use cheaper materials. Some may opt wugromprovement, divestiture, and
diversification, entry into new markets or even gieg or buying out competitors (May et al
2000). A company has competitive advantage whengvieas an edge over its rivals in
ensuring customers and defending against competitvces (Thompson & Strickland,
2002). Sustainable competitive advantage is botrobgore strengths that yield long term

benefits to the company.



1.1.2 Competitive Advantage

When a firm sustains profits that exceed the awerdag its industry, the firm is said to
possess a competitive advantage over its rivals.gdal of much of business strategy is to
achieve a sustainable competitive advantage. R¢®85) identified two basic types of
competitive advantage: cost advantage and diffeteot advantage. A competitive
advantage exists when the firm is able to deliner ame benefits as competitors but at a
lower cost (cost advantage), or deliver benefist exceed those of competing products
(differentiation advantage). Thus, a competitiveaadage enables the firm to create superior
value for its customers and superior profits feelt (Teece et al., 1997, Stalk and Hout,

1990).

Competitive advantage is a strategically sound aation of how a firm’s competitive

approach, using broad generic strategies, canecagat maintain a competitive advantage
over its competitors. As per Porter, competitivevaadage comes from the value that a
company can create for its customers. Hence, a aoynmust decide or focus on the type of
competitive strategy it wants to adopt — the genesirategies are cost leadership,
differentiation, and focus. A cost leadership sggtinvolves a company choosing to be the
lowest cost producer in its industry (Hamel andhBlad, 1994). Being able to offer the
lowest prices can be the result of economies despaoprietary technology or preferential

access to raw materials. In a cost leadershipeglyath company’s products must be viewed
as acceptable substitutes from its competitorse@tise, a company’s products may be
priced lower, but customers will perceive the lovegrality and then turn to competitor

products, (Hitt, Ireland and Hoskisson, 1996).



The potential of an organization's sustainable cgiiipe advantage depends on the rareness
and imitability of its core competencies. The l@s#table a competitive advantage is, the
more cost disadvantage is faced by the competitamitating these competencies. Thus,
core competence is an important source of sustaipetpetitive advantage for corporate
success and greater is its economic return. Haandl Prahalad (1994) define core
competence as a bundle of skills and technolodias ¢énable a company to provide a
particular benefit to customers. Core competenaresnot product specific; they contribute
to the competitiveness of a range of products awvises. They are the roots of
competitiveness and individual products and sesvaxe the fruit. A core competence is a
tapestry woven from the threads of distinct skalilsl technologies. A skill must meet three
tests to be considered as a core competence;cusgtgmer value, competitor differentiation,

and extendibility.

Competitive advantage is at the heart of firm'$grarance. It is concerned with the interplay
between the types of competitive advantage, iast, @and differentiation, and the scope of
the firm's activities. The value chain plays an amgnt role in order to diagnose and enhance
the competitive advantage. A sustainable competifitvantage creates some barriers that
make imitation difficult. Without a sustainable cpetitive advantage, above average

performance is usually a sign of harvesting (Poft885).

The secret of a sustainable competitive advantiageirl performing every step in the value
chain in an appropriate way. A competitive advaatagsentially has to be one that not only

merely represents better performance than thaisafampetitors, but also delivers genuine



value to the customer, thus ensuring a dominanttiposin the market. The internal
resources and capabilities of an organization payery important role in building
competitive advantage. The organizations that warttuild competitive advantages, which
cannot be eroded (no matter how much change i timethe environment), must make
linkages between the advantage and the capabilineerlying it as impenetrable and as
confusing as possible. Also the most important pathe competitive advantage stems from

a capability that is impossible to replicate (Sinb@98).

To acquire competitive advantage in any marketnaieeds to be able to deliver a given set
of customer benefits at lower costs than compsititor provide customers with a bundle of
benefits its rivals cannot match. To realize théeptal that core competencies create, a
company must also have the imagination to envisnamkets that do not yet exist and the
ability to stake them out ahead of competition. dmpany will strive to create new

competitive space only if it possesses an oppdstimarizon that stretches far beyond the
boundaries of its current businesses. This horidemtifies, in broad terms, the market

territory the management hopes to stake out owenéxt decade, a terrain that is unlikely to
be captured in anything as precise as a business (plamel and Prahalad 1991; Porter

1980).

Companies need to learn to manage tomorrow's appbes as competently as they manage
today's businesses. The discovery of new competipace is helped when a company has a
class of technology generalists that can move fmomdiscipline to another. The new market

development can be geared up by developing thebdapdo redeploy the human resources



quickly from one business opportunity to anotheis the top management's responsibility to
inspire the organization with a view of distinctad®and help them to achieve and reach the

set target (Hamel and Prahalad, 1991).

1.1.3 Challenges of strategy implementation

The most important problem experienced in strategylementation in many cases is the
lack of sufficient communication. However, a gremnhount of information does not
guarantee understanding and there is still muchetalone in the field of communicating
strategies. According to Wang (2000), communicastiould be two-way so that it can
provide information to improve understanding ansponsibility and to motivate staff. Also
they argue that communication should not be seea asce-off activity throughout the
implementation process. In many cases it is n@nsbtherefore communication still remains

a challenge to strategic implementation process.

Before any strategy can be implemented, it mustiéarly understood. Clear understanding
of a strategy gives purpose to the activities atheamployee and allows them to link
whatever task is at hand to the overall organinaliairection Byars et al 1996). Lack of
understanding of a strategy is one of the obstadfle$rategy implementation Aaltonen and
Ikavalko, (2001). They point out that many orgatim@al members typically recognize

strategic issues as important and also underskenddontext in generic terms.

Al-Ghamdi (1998) identified barriers to strategyplementation which includes; competing

activities that distract attention from implemeagtithe decision; changes in responsibilities



of key employees not clearly defined; key formulatof the strategic decision not playing
active role enough; key implementation tasks antvides not sufficiently defined,;
information systems used to monitor implementatame inadequate; overall goals not
sufficiently understood by employees; uncontrokaldctors in the external environment;
surfacing of major problems which had not beentified earlier; advocates and supporters
of the strategic decision leaving the organizatanng implementation: and implementation
taking more time than originally allocated. Meldriand Atkinson (1998) identified two
problems of implementation: a flawed vision of witameans to be in a strategic position
within an organization: and a myopic view of whatnieeded for successful management of

operational tasks and projects within a strategefb

Sterling (2003) identified reasons why strategakds unanticipated market changes; lack of
senior management support; effective competitopaeses to strategy application of
insufficient resources; failure to buy-in, understing, and/or communication; timeliness
and distinctiveness; lack of focus; and bad stsatpgorly conceived business models.
Sometimes, strategies fail because they are simiplygonceived. For example business
models are flawed because of a misunderstandingoaf demand would be met in the
market. Awino (2001) identified for problem areashow demand would be met in the
market. He cited lack of fit between strategy amdicture, inadequate information and

communication systems; and failure to impart neilssk

Organizational politics is another challenge tatglgy implementation. Organization politics

are tactics that strategic managers engage in tainoland use power to influence



organizational goals and change strategy and steitd further their own interests (Hill and
Jones, 1999). Wang (2000), states that it is inspbiio overcome the resistance of powerful
groups because they may regard the change causeelbgtrategy as a threat to their own
power. Top-level managers constantly come into lmirdver that correct policy decisions
would be and power struggles and coalition buildisiga major part of strategic decision
making. According to them, the challenge organaretiface is that the internal structure of
power always lags behind changes in the environbeoause in general, the environment

changes faster than the organization can respond

1.14 Lifelnsurancelndustry in Kenya

Life insurance is a contract between the policy ewand the insurer, where the insurer
agrees to pay a designated beneficiary a sum oeynapon the occurrence of the insured
individual's or individuals' death or other evesuch as terminal iliness or critical illness. In
return, the policy owner agrees to pay a stipulaewbunt at regular intervals or in lump

sums.

In Kenya life insurance industry is governed by theurance Act and regulated by the
Insurance Regulatory Authority. By end of 2009 éhevere 23 life insurance companies
according to the Association of Kenya Insurers ahneport 2009. The statue regulating the
industry is the Insurance Act, Law of Kenya, andafier 487. The office of the
Commissioner of insurance was established underAtis provisions o strengthen the
Government regulation under the Ministry of Finan€here is also self regulation by the

Association of Kenya Insurer (AKI).



According to the AKI 2009the penetration of insurance in the year 2009 w&d%
compared to 2.63% in 2008. Life insurance recor@edoenetration ratio of 0.94%
(2008:0.87%) while that of non-life insurance wa380%6 (2008:1.76%). AKI annual report
(2009) According to the repottié total premium income and pensions contributfoors all
the three classes of Life insurance business (@rgirLife, Group Life and Deposit
Administration) was Kshs 21.36 billion in 2009 coengd to Kshs. 18.30 billion in 2008.This
represents a growth of 16.7% (2008: 20.9%). Howewer contribution of the life insurance
sector to the GDP was 0.94% (2008: 0.87%). Ordirldey business recorded a gross
premium income of 7.59 billion in 2009 compared7tdl billion in the year 2008. The
growth in the ordinary life business during the ryaas 6.8% (2008: 17.3%) Group life
business recorded gross premium income of Kshd biion compared to Kshs. 4.57

billion in 2008. The growth in group life businedigring the year was 22.8% (2008: 26.9 %).

1.2 Statement of the Problem

Insurance companies need sound systems of mark&ttiagggies implementation so as to
achieve a competitive edge over the competitors @ad to achieve results within the
environment in which they operate. According toul, (2001) “all organizations must
grapple with the challenges of the ever changingrenment in which they operate. Most
insurance companies have adopted marketing stesteggpecially in the last decade.
However, it has been found that, in most of thegmamzations this activity still remains the
reserve of senior managers in headquarters andpady the strategy to line managers to
implement. They face a lot of challenges in implatmg the strategies owing to poor
communication, lack of understanding the stratéagk of senior management support, lack

of focus and unanticipated market changes.
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For example Musyoka (2008), looked at challengesedan strategy implementation at Jomo
Kenyatta Foundation. He concluded that challengegh®se from sources in the operating
environmental changes, such as stiff competitiompmunded by entrance of new
competitors, Gioche (2006) analyzed the level ofolmement of project managers in
strategic planning and the challenges of implentemtan international NGOs, her main aim
was to establish the level of involvement of projatanagers in international NGOs in
strategic planning. Muthuiya (2004) looked at stggtimplementation and its challenges in
non profit organizations in Kenya. The objectivehid study was to examine the strategy
implementation and its challenges among non poofjanizations in Kenya with reference to

AMREF-Kenya

Ichangi (2006) focused on managing resistance @ngdh in strategy implementation in
public universities in Kenya. Her research findirggsowed that there was resistance to
change at varying levels. On the other hand, Oché2005) examined challenges of strategy
implementation at Kenya Industrial Estate Limiteéle concluded that strategy
implementation no doubt appears to b the mostoditfipart of strategic planning process and
many strategies fail at the implementation stagéjlevMuthuiya (2004) studied the
challenges encountered by AMREF-Kenya in implenmgniis organizational strategies. He
concluded that AMREF-Kenya is facing strategy impdatation challenges. Gioche (2006)
also looked at the level of involvement of projecanagers in strategic planning and the
challenges of implementing in international NGOXKienya. She sampled 40 international
NGOs which she chose form 1,200 international N@Q@sently operating in the country.

Her study revealed that it is imperative for topnagement to involve project managers in

11



the strategic planning process in their organization essence this will ease implementation
by reducing the challenges encountered in tryingterpret strategies while implementing at

the same time.

Whereas many management scholars in Kenya havercese on challenges facing
organizations in implementing their organizatioetihtegies, there is no known researcher
who has researched specifically on the challengeing life insurance companies in
implementing their marketing strategies. Thereftines study will seek to determine
challenges faced by life insurance companies inempntation of marketing strategies. It

will be guided by the following research questions:

() What challenges face the insurance companies itemmgnting the marketing strategies?
(i) What actions if any should Life Insurance Compaaketto successfully implement

marketing strategy?

1.3 Objective of the study

(i) To establish the challenges faced by the insuraocepanies in implementation of
marketing strategies

(i) To establish that life insurance companies havategy control and feedback

mechanisms to check the effectiveness of the imgh¢ation process.
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1.4 Value of the study

This study will help life insurance companies toderstand how best to implement the
marketing strategies. It will also help the InswanRegulatory Authorities to better
understand the problems faced by life insurance peonmes in implementing marketing
strategies. This study will increase the levelirature available in understanding how life
insurance companies go about implementing markedingtegies. Finally the study will
increase literature available on life insuranceKienya which may be used by all the

stakeholders.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This study had two diverse research objectivelénchapter, which made it both exploratory
and confirmatory in nature. First the study devebba theoretical analysis of marketing
strategy orientation as well as empirical typolsgosd marketing strategy orientation in the

insurance industry.

2.2 Theories and concepts of marketing strategies

There are different theoretical bases that empbadiferent issues regarding strategy
implementation. In order to analyze strategy immatation, the researchers reviewed here

make use of a variety of theories.

Since the early 1980’s, Michael Porter’s strategyotogy has been one of the most widely
accepted methods of discussing, categorizing dledts® company strategies. Porter (1985)
novel idea that strategies can be classified istoegc types (differentiation, cost leadership,
focus or combination) has been the basis for mfitheostrategy research and practice in the
past quarter century. Porter contends that by imeiding one of these strategies, a company
will have a competitive advantage and earn aboesage industry returns. Many important
gaps in our understanding of Porter’s typology weiist, hindering managers attempt to

implement the strategies.

Managers have essentially been left to interprettePs theory and then determine

implementation on their own.
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In order to analyze strategy implementation, resesas use a variety of theories, including
agency theory (Govindarajan & Fisher, 1990). Orgaimon theory (Govindarajan and
Fisher, 1990) psychology (Kim and Mauborgne, 19993), social system theory (Walker
and Ruekert, 1987), social learning theory (Goviajen, 1988), expectancy theory (Guth
and Macmillan, 1986; Judge and Stahl, 1995). Theensxotic of these theories provide
surprising and useful additional insights regardistgategy implementation. Guth and
Macmillan (1986) point out that a richer, if morentplex explanation for individual

managers’ commitment to a strategy comes fromtpeatancy theory of motivation.

They draw on an expectancy model and find threddorentally different sources of low to
negative individual manager. Commitment to impletimgna particular strategy perceived
inability to execute strategy, low perceived prabtthat strategy will work and perception
that outcomes will not satisfy individuals goalsnK& Mauborgue (1991, 1993) bring the
scope of procedural justice judgments as a psygia@bphenomenon from legal settings to
social settings to analyze the effects of procddusdice on strategy decision making and

implementation.

Although formulating a consistent strategy is didiit task for any management team,
making that strategy work — implementing it throaghthe organization — is even more
difficult (Hrebiniak, 2006). A myriad of factors wgotentially affect the process by which
strategies plans are turned into organizationabmacUnlike strategy formulation, strategy
implementation is often seen as something of &,ar@her than a science, and its research

history has previously been described as fragmeatedethnic (Noble, 1999b). It is thus not
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surprising that, after a comprehensive strategysiogle strategic decision has been
formulated, significant difficulties usually ariséuring the subsequent implementation
process. The best-formulated strategies may faatdduce superior performance for the firm

if they are not successfully implemented, as n¢b®99b) notes.

According to the White Paper strategy implementatid Chinese corporations in 2006,

strategy implementation has become “the most sggmt management challenge which all
kinds of corporations face at the moment. The sureported in that white paper indicates
that 83 percent of the surveyed companies faileinfdement their strategy smoothly, and
only 17 percent felt that they had a consisteradtastyy implementation process. Menon et al
(1999) note that scholars have tended to investiffamulation and implementation issues,
separately rather than as integrated components. i$han important oversight because
primary objective or the strategy development psecés to improve implementation

capability and it is capability that results in sudpr performance (Farjourn 2002;

Ramanujam et al, 1986; Sinha 1990; Venkatraman Ramthanujam 1987). As stated by
Noble and Mokwa (1999, p. 57). “Marketing Strategomly result in superior returns for an

organization when they are implemented successfully

2.3 Strategy | mplementation and challenges

Considering that faulty implementation can makeuwns strategic decision ineffective and a
skilled implementation can make a debatable chauceessful, it is important to examine the
process of implementation (Andrew, 1987). Strategglementation is critical to success.

Implementation represents a disciplined process logical set of connected activities that
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enables an organization to take a strategy and ntakerk. Without a carefully planned

approach to implementation, strategic goals catweoattained. Developing such a logical
approach, however, represents a real challengdhgéonmtanagement. A host of factors,
including politics, inertia, resistance to changauytinely can get in the way of strategy
implementation. It is apparent that making strategyvork is more difficult than strategy

formulation (Hrebiniak, 2005). There are many oigational characteristics that act as
challenges to strategy implementation. Such arectstre, culture, leadership, policies,
reward, and ownership of the strategy (Burnes, R00Biese challenges are of both

institutional and operational nature.

2.3.1 Structural Challenges

Organizational structure imposes certain boundarfieationality, but is necessary due to the
individual's limited cognitive capabilities (Mardind Simon, 1958). Changes in strategy
often call for changes in the way an organisat®rstructured. This is because, when an
organisation changes its strategy, the existingquraegtional structure may be ineffective

(Wendy, 1997).

Miller and Colleagues (1988) points out that theran intrinsic association between strategy
making and structure. The structure of an orgaisisatnportantly influences the flow of
information and the context and nature of humameradtion. It channels collaboration,
specifies modes of coordination, allocates power r&sponsibility, and prescribes levels of
formality and complexity. The underlying argumehnatt relates structural conditions to the

strategic problem is the way an organisation peeseand processes information particularly
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strategic stimuli (Galbraith and Merril, 1991). @lolker (1962) hypothesized that structure is
determined by strategy, and correspondingly thatsticcessful implementation of a strategy

can be aided by the adoption of an appropriatenssgtonal structure.

2.3.2 Leadership Challenges

Leadership has a fundamental influence on the sacoé a strategy. Barnajee (1999)
observes that the influence is in three major atbas is, does the leader have a vision? That
is, are the leaders of the organisation able tegiee quickly the trends? Does the leader
have powers? That is, are the leaders of the mgton, through whatever devises they
choose to use, able to translate strategic aspmsatinto operating realities? Doe the
leadership have the political astuteness necessameutralize the negative effects of
conflicting internal interests and transform thesectional interests into a vector of
coordination policies and activities that suppdreé toverall company? Leadership is the
process of influencing others towards the achievernoé organizational goals (Bartoi and
Martin, 1991). The leadership challenge is to gaike& commitment among people within an
organisation as well as stakeholders outside tlgansation to embrace change and
implementation strategies intended to positiondtganisation to do so. Leaders galvanize
commitment to embrace change through threerrglated activities, the activities being
to clarify strategic intent, building arorganisation, and shaping organizational

culture (Pearce and Robinson, 2002).
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2.3.3 Cultural Challenges

Culture means the powerful and complex set of &ltraditions, and behavioural patterns
that somehow bond together the people who compaserganisation. The culture of an
organisation can have profound effects. As Anc&65) points out, behaviour is not value
free i.e. individuals show preferences for certa@haviour and may persist with it even if it
leads to sub optimal results. For a strategy tesumxessfully implemented, it requires an
appropriate culture. When firms change strategied,sometimes structures, they sometimes
fail because the underlying values do not supplbet mew approach (O'Reilly 1989).
Strategists should, therefore, strive to preseemaphasize, and build aspects of an existing
culture that support proposed new strategies. K42000) observes that culture may be a

factor that drives strategy rather than the otheey mound.

2.3.4 Reward or Motivational Challenges

The reward system is an important element of gyai@plementation. Johnson and Scholes,
2002) observe that incentives such as salary, ssaiseock options, fringe benefits,
promotions, praise, criticism, fear, increased mltonomy and awards can encourage
managers and employees to push hard for succesgildmentation of strategy. According
to Galbraith and Merril (1991) it is well understbthat the basic underlying objective of
incentive program is to directly influence the antand the behaviour of those covered under
the programme. A properly designed program mustespond in terms of motivating
relevant decisions to the desired strategic outcomeorder to be certain that strategy
implementation is integrated into day-to-day operd, it is crucial that the reward system

be congruent with the strategies being implementdtdht is, implementation success or
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failure should trigger direct positive or negativansequences in both individual
compensation and non-monetary rewards (Judson 18%ljategy implementation is a top
priority, then the reward system must be clearlg aghtly linked to strategic performance.
Motivating and rewarding good performance by indibals and organisational units are key

ingredients in effective strategy implementatiordRe & Robinson, 1997).

2.2.5 Palicies, Procedures and Support Systems

David (1997) observes that changes in an orgaarsatistrategic direction do not occur
automatically. On a day-to-day basis, policiesrageded to make a strategy work. A policy
is a general guideline for decision making (Sto&e€olleagues, 2001). Policy refers to
specific guidelines, methods, procedures, rulegmd$p and administrative practices
established to encourage work towards stated ghatrding to Galbraith & Merril (1991)
and Stoner & Colleagues (2001) policies set bouaglachallenges and limits on the kinds of
administrative actions that can be taken to reveard sanction behaviour, they clarify what
can and cannot be done in pursuit of an organisatiobjectives. Most organisations have
some form of policies rules, and procedures thdp e implementing strategy in cases
where routine action is required (Stoner & Collezgyl2001). Policies enable both managers
and employees to know what is expected of themebyeincreasing the likelihood that
strategies will be implemented successfully. Hugd®&88) observes that whatever the scope
and form of the policies, they serve as a mechafesnmplementing strategies and realizing

objectives. They provide the means of carryingstrgtegic decisions.
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2.3.6 Operational Challenges

Most managers in an organisation do not directlyetiy the organization’s strategic plan
(Reid, 1990). Those who are usually interesteche hienefits and results of planning are
frequently not responsible for implementation of #trategic plan. It is a disparate activity
relying on input from some and interpretation bfiess (Donelly & Colleagues, 1992). In
well managed organisations a relationship exist&dxen strategic planning and the planning
done by managers at all levels (Wallace, 1987) r&@mmal planning is based on forecasts of
future demand for the output of the system. Buinewéh the best possible forecasting and
the most finely tuned operation system, demand atanlways be met with the existing
system capacity in a given time period (Stoner dléagues, 1996). Once the strategic plans
and goals of the organisation are identified, thegome the basis of planning activities
undertaken by tactical and operational manageralsGmd plans become more specific and
involve shorter periods of time as planning movesifthe strategic level to the operational
level. If done properly planning results in a clgalefined blue print for management action

at all levels in the organisation (Gluck, 1985).

2.3.7 Resource Allocation

Resource allocation is a critical management agtithat enables strategy implementation
(David, 1997). Its insufficiency is a common stggtemplementation challenge. Allocating
resources to particular divisions and departmemss dnot mean that strategies will be
successfully implemented. This is because a numb&actors commonly prohibit resource
allocation. David (1997) observes that in orgamset that do not use a strategic

management approach to decision making, resouloeatibn is often based on political or

21



personal factors such as overprotection of ressugr@phasis on short run financial criteria,
organizational policies, vague strategy targetsictance to take risks, and luck of sufficient
knowledge. Strategic management enables resourcles &llocated according to priorities
established by annual objectives. Nothing can beéesomental to strategic management and
to organizational success than for resources t@lloeated in ways not consistent with
priorities indicated in approved annual objectival.organisations have at least four types
of resources that can be used to achieve desijedtdes. These are financial resources and
technological resources, physical resources, huraaources and technological resources

(Thompson 1990).

Strategies are a critical element in organizatiomcfioning, but whereas organizations have
good strategies, successful strategy implementagomains a major challenge. Muthuiya
(2004). The assumption made by many organizati®risat once strategic planning is done
and a strategy is in place, implantation is obvidascontrast, transforming strategies into
action is a far more complex difficult and challemgtask. This continues to be a bottleneck
in many organizations and a major hindrance to exement of corporate goals and
objectives. Today, it is even more difficult for ganizations to implement strategies

considering the environment turbulence.

Gioche (2006) analyzed the level of involvemenpadject managers in strategic planning
and the challenges of implementation in internaioNGOs, she found out that strategy
implementation is primarily on administrative tastkat entails figuring out workable

approaches to executing the strategy and ensueoplg® accomplish their jobs in day-to-day

operations through supportive management. The meaty organizational performance is
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linked so tightly to the task of formulating andgl@menting strategy is simple but telling.
This is because if managers develop a great syrated the implantation is not properly

done, the performance will always fall short of fubtential.

Effective implementation is vital for the succe$sany strategic plan. According to Okumus
(2001) there continues to be a lack of framewodtsstrategy implementation both in the
literature and in practice. He identifies ten keyriables that are important for successful
strategy implementation. These are strategy forimma environmental uncertainty,

organizational structure, culture, operational plag, communication resource allocation,
people, control and outcome. According to KoskeD@0leadership is considered to be one
of the most important elements affecting orgamral performance. The leadership of the
organization should be at the fore front in prowglivision, initiative, motivation and

inspiration.

According to Aosa (1992), once strategies have laglepted, they need to be implemented:
they are of no value unless they are effectiveingtated into action. He observed that
strategy implementation is likely to be successflilen congruence is achieved between
several elements. Of particular importance includeganization structure, culture, resource

allocation, systems and leadership (Aosa, 1992gduand Wheeleny 1994).

However, poor implementation of an appropriatetsgg may cause that strategy to fail
(Kinuthia, 2001). An excellent implementation plam)l not only cause the success of an
appropriate strategy, but can also resource arproppate strategy. Koigi (2002) notes that
firms need good strategies to enhance their sucthssstrategies chosen for implementation

depend on factors such as leadership, resourcdalaleaito the firm and changes in the
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environment. Therefore, firms must seek their sgatfit between their internal resources in
their strengths and weaknesses, and their extenv@lonment i.e opportunities land threats.
Awino (2000) identified 4 problem areas affecting@essful strategy implementation; lack
of fit between strategy and structure; inadequaterination and communication systems;

and failure to impart new skills.

Musyoka (2008) looked at challenges faced in gjsaienplementation at Jomo Kenyatta
foundation. He concluded that challenges are thfsteen sources in the operating
environmental changes such as stiff competition pmmded by entrance of new
competitors. On the other hand, Ichangi (2006) $eduon managing resistance to change in
strategy implementation and she found out thatetlveas resistance to change at varying
levels. Further findings showed that some of thesea of resistance to change were lack of

enough communication and awareness creation amtiregstmployees.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter comprises of the research designptmilation of interest, the population
sample, data collection instruments, and the datlysis technique that were used to
establish the challenges faced by life insurancapamies in implementation of marketing

strategies in Kenya.

3.2 Resear ch Design

The study employed a survey design. A survey rebe@r a process of collecting data in
order to answer questions regarding the curretusste the subjects in the study. According
to Kothari (2004) the main purpose of the explanagurvey is formulating a problem for
more precise investigation. Thus explanatory retedras as its primary objective the
development of insights into the problem. The surveas appropriate as it sought to
ascertain the challenges faced by life insuraneepamies in implementation of strategy in

Kenya.

3.3 Population of the Study

The population of the study comprised all Life irce companies in Kenya. There are an
estimated 23 life insurance service providers imy&e These companies are registered

members of The Association of Kenya insurance conesa
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3.4 Data Collection

The study collected both primary and secondary DRtemary data was collected using a
closed ended questionnaire. Secondary data wasctadl from annual reports from the life
insurance companies. The respondents of the stedy $ales and Marketing Managers, In
order to accomplish the research objectives, thdystovered different aspects in strategy
implementation in the life insurance industry. Téieidy specifically targets the 23 life

insurers. Specifically the study analyzed the @mgles of strategy implementation. The
study was limited to the sampling population, whieas drawn from the 23 life insurance

companies.

3.5 Data Analysis

The study used a combination of various techniguietata analysis to determine an overall
picture of the variables in the population. As s@sncollection of data was finalized, and
compiled, it was classified and analyzed to deteemis validity. The gestionnaires were
coded and edited for completeness using SPSS tist@tipackage. Screening of
respondents for further analysis was done by meaasuhe level of awareness of
respondentsDescriptive statistics (measures of central tenglesmed measures of
dispersion) were used to describe, organize andeptethe data. A range of
Descriptive statistical measures were also usedsdhmeasures included the mean,
mode and median. Graphs, tables and charts wer exdusively to display the

findings.
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CHAPTER FOUR: DATA ANALYSISAND INTERPRETATION OF

RESULTS

4.1 Introduction

This chapter presents analysis and findings ofstinely as set out in the research in the
methodology. The results are presented in ordebggctives i.e. to establish the challenges
faced by the insurance companies in implementatfanarketing strategies and to establish
whether life insurance companies have a control feetlback system to assess the
effectiveness of the implementation process in lifleeinsurance industry in Kenya. The

guestionnaire was designed in line with the objestiof the study. The total number of
guestionnaires given out was 23 and 16 were costplahd returned. (Appendix--- list of

respondent life insurance companies

4.2 The Responserate

The response rate is expressed as the return aftelated as a percentage of the total
number of questionnaires that the researcher gawveOnit of the total 23 questionnaires the
researcher administered, only 16 were returned.résgonse rate was therefore 69.5%.This
percentages is fairly representative. Mugenda andedvida (1999) stipulate that a response
rate of 50% is adequate for analysis and repor#ngesponse rate of 60% is good and a
response rate of 70% is over very good this respoate of 69.5%.l1t is therefore an adequate

rate to base conclusions.
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4.3 Demographics

This section analyses the key characteristics efitsurance company and is intended to
establish certain attributes like years of opemgtmwnership structure, and size in terms of
number of employees. Frequency tables and perantag extensively used. Graphs and

pie charts are used to illustrate the data as dretow.

4.3.1 Yearsof operation
The Years of operation is important is importartitehabled the study to establish the

relationship between operational experience aradegty implementation.

number of years

40
35
30
25
20 Dnumberofyeaq
15
10

0-5years 6-15years 16-30years 31-60years over60years

Sour ce: Resear ch data 2010

Figure4.1 Years of Operation in Kenya

From figure 4.1 the findings established that mibet life insurance companies had a
relatively long experience with many years of ofers in Kenya, 68% of the respondents
indicated they had operated for over 31years, tmepanies were therefore well established

in Kenya
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4.3.2 Form of owner ship
Respondents were required to indicate the formnafesship of the life insurance companies.
This enabled the researcher to determine if theeostnip determined the level of strategy

implementation

Table 4.1 Form of Ownership

Variable Frequency % Valid % cumulative %
valid

local 11 68.75 70 70

foreign 5 31.75 30 100

total 16 100 100

Sour ce: Research data 2010

From Table 4.2 above 68.75% of the life insuranommanies were locally owned while
31.75% were multinational or foreign owned. The licgiion here is that the life insurance
companies had a competitive advantage of ownergisipfar as marketing strategy

implementation.

4.3.3 Sizein terms of employees

The size of the Life insurance companies in terfmsnaployees gave the study an overview
of the growth and development of the Life insuragoenpanies based on their employee
establishment. This was to enable the researchdetermine if the employee growth was
influenced by the marketing strategy as a sourcerofitability for the Life insurance

companies.
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Number of employees
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Sour ce: Resear ch data 2010

Figure4.2 Company Sizein Terms of Employees

From figure 4.2 above, 50% of the Life insurancmpanies had between 51-150 employees,
18.75% had between over 250, while 25% had betd&&r249 employees, Just 6.25% had
below 50 employees thereby indicating that the tailkhe Life insurance companies were

small and medium sized companies.

4.3.4 Core Services

Respondents were required to indicate the varimanéial services that the Life insurance

companies provided to their customers. The follgngarvices were listed.
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Figure4.3 CoreLifeinsurance Business Areas

According to table 4.2 above most of the life imswe companies were involved in
individual life insurance with a frequency of 12darated first, this was followed by group
life with a frequency of 9 and group pension %t®sition. The least offered service was

group and individual pension plans with a frequeoic4.

4.3.5 Functional area or Department
Respondents were required to indicate their dematmThe main reason of the challenge
guestion was to determine their ability to deteenihe aspects of marketing strategies

relevant to their companies. The table below itlists the findings.
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Table 4.2 Functional area or Department

Functional area Frequency % Valid % Cumulative
Life pensions 5 31.75 30 30
Marketing 8 50 50 80

Group life 2 125 10 90

sales 1 6.25 10 100

Sour ce: Resear ch data 2010

According to Table 4.3 functional area or Departtremove 50% of the respondents were
working in marketing division, 31.75% in pensiod.5% in group life and a paltry 6.25%
in sales. The respondents were therefore betteegl respond to marketing strategy issues

in life insurance firms.

4.3.6 Length of Servicein the company.
The study set to find out the length of serviceéhaf employees in their companies. The aim
of the challenge question was to establish the reeqpee of the employees. Below are the

responses.

length of service

Obelow5 B6to 10 O11to 15 Oover 16

Sour ce: Research data 2010

Figure 4.4 Length of Servicein the Company
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4.4 Marketing Strategies

This section analyses the key marketing strategidse insurance companies and is intended
to establish certain attributes like their effeat the company performance and the
perceptions of employees. Frequency tables ancepges are extensively used. Graphs

and pie charts are used to illustrate the datavas ¢pelow

4.4.1 Elements which influences annualized premium income

Organizations face various challenges and threatheair pursuit to implement marketing
strategies. There are elements of organizationatadiens that have a correlation with the
strategies. This study set to find out the effesftelements which influences annualized

premium income.

On a scale Where, I-No extent, 2-Small extent, @lbtate extent, 4-Large extent, 5-Very
Large extent respondents were required to inditlae extent to which these elements
influenced marketing strategies. The respondents wegjuired to rate: Recruitment of sales

force, Training, Motivation, Compensation and Connimation.
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Figure 4.5 Influences Annualized Premium Income

According to figure 4.4 the elements which influes@nnualized premium income were all
positively correlated with premium income. This waasonfirmation that the elements were
all important as strategies in the insurance conegaAccording to the findings Recruitment
of staff was rated to a very large extent 43.75%s¢ who said it was to a large extent were
50 % making this element to be important at 75%mgatOn the other hand training of staff
was rated to a very large extent 43.75%, those selbit was to a large extent were 37.75%
making this element to be important at 93.75% gatinwhile the motivation element was
found to be important to annualized income. Acaagdio the findings motivation of staff
was rated to a very large extent 43.75%, those selbit was to a large extent were 31.25%

making this element to be important at 81.5% rating
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According to the study findings Recruitment of Etaés rated to a very large extent 62.5%,
those who said it was to a large extent were 18.7E&%ing this element to be important at
81.25% rating and finally communication in the hifsurance firms was rated to a very large
extent 31.25 %, those who said it was to a largergxvere 43.75% making this element to
be important at 75% rating. According to these tiiladings therefore recruitment of staff
was the factor that most influenced annualized premincome in the life insurance

companies.

4.4.2 Marketing Mix Strategies

The respondents were required to indicate the extewhich the marketing mix strategies
enhanced the marketing strategy implementation he tnsurance companies. The
respondents were given a scale (Where 1-No ex2e8mall extent, 3-Moderate extent, 4-
Large extent, 5-Very Large extent)

The Marketing Mix Strategies provided were prodpietce price promotion and any other.

Below are the responses
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Sour ce: Research data 2010

Figure4.6 Marketing Mix Strategies

According to figure 4.5 the Marketing Mix Strategjiprovided all positively enhanced with
strategy implementation. This was a confirmatioat tthe elements were all important as
strategies in the insurance companies. From thes#y s findings product in the life
insurance firms was rated to a very large exterfla2hose who said it was to a large extent
were 31.25% making this element to be importariGa5% rating while price in the life
insurance firms was rated to a very large exteft, 2hose who said it was to a large extent
were 18.75% making this element to be importa®ita?5% rating. It was moderate at 50%.
This Marketing Mix Strategy was therefore moderasgbplied and From the study findings
place in the life insurance firms was rated to ey\large extent 18.75 %, those who said it
was to a large extent were 43.75% making this elntebe important at 62.5% rating and

product in the life insurance firms was rated t@egy large extent 18.75 %, those who said it
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was to a large extent were 43.75% making this eh¢reebe important at 62.5% rating only
25 % said it was moderately so.

Finally these study findings indicated that besithes promotional mix strategies discussed
above other strategies in the life insurance fiwase surprisingly rated to a very large extent
43.75%, those who said it was to a large extenevddr.25% making this element to be

important at 75% rating only 6.25% said it was nratidy so.

4.4.3 Communication strategies

The respondents were required to indicate the exbewhich the communication strategies
enhanced the marketing strategy implementation he tnsurance companies. The
respondents were given a scale (Where 1-No ex2e8tmall extent, 3-Moderate extent, 4-
Large extent, 5-Very Large extent)

Accessibility of updated customer database

Table 4.3 Accessibility of Updated Customer Database

Accessibility Frequency % Valid % Cumulative
No extent 0 00 00 00

Small extent 1 6.25 10

Moderateextent 4 25 25

L arge extent 5 31.25 30

Verylargeextent 6 375 35

total 16 100 100

Sour ce: Research data 2010

According to table 4.4 above Accessibility of ufgthcustomer database was ratedted to

a very large extent 37.5 %, those who said it was large extent were 31.25% making this
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element to be important at 68.75 % rating, 25 ¥ savas moderately so while only 6.25%
said it was to a small extent.

Figure 4.7 Accessibility of intranet and internet facilities

iInetrnet and interanet facilities

50+

40+ O No extent

30- B Small extent

) O Moderate extent
0 O Large extent

101 W Very large extent
O i

intranet and internet facilities

Sour ce: Resear ch data 2010

Figure 4.7 Accessibility of intranet and internet facilities

According to Figure 4.6 above Accessibility ofrartet and internet facilities waated to a
very large extent 25 %, those who said it waslaorge extent were 50% making this element
to be important at75 % rating, 12.5 % said it waslerately so while only 6.25% said it was

to a small extent and no extent respectively.
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Accessibility of e- Mail services

e-mail services

@ No extent

B Small extent

O Moderate extent
O Large extent

B Very large extent

e-mail services

Sour ce: Research data 2010

Figure 4.8 Accessibility of E- Mail Services

According to Figure 4.7 above rated to Accesdipbiif e- Mail services was to a very large
extent 31.5 %, those who said it was to a largergxtere 37.5 % making this element to be
important at 69% rating, 12.5 % said it was moagyaso while only 6.25% said it was to a

small extent and no extent respectively

Provision of I T equipment

Table4.4 Provision of IT equipment

Variable Frequency % Valid % cumulative
No extent 1 6.25

Small extent 0 00

Moderateextent 1 6.25

L arge extent 9 56.25

Very largeextent 5 31.25

Sour ce: Resear ch data 2010
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From table 4.5 Provision of IT equipment was rateda very large extent 31.25 %, those
who said it was to a large extent were 56.25 % ntakiis element to be important at 87.5%

rating, 6.25 % said it was moderately so while @hB5% said no extent.

(Palm/lap-top, mobile phones) Communication

Table 4.5(Palm/lap-top, maobile phones) Communication

variable Frequency % Valid % Cumulative
No extent 2 12.5 10 10

Small extent 2 12.5 10 20
Moderateextent 1 6.25 10 30

L arge extent 6 37.5 40 70
Verylargeextent 5 31.25 30 100

Sour ce: Research data 2010

According to the findings on table 4.6 (Palm/lap;tonobile phones) Communication was
rated at a very large extent 31.25 %, those wimb isavas to a large extent were 37.5 %
making this element to be important at 68.5 % tpté25 % said it was moderately so while

only 12.5% said it was to a small extent and t@xient.

From the research findings on communication alldtx®munication strategies enhanced the
marketing strategy implementation in the insurarc@mpanies. Accordingly all the
communication strategies were applied within theurance companies with an approval

rating of over 60%.
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4.4.4 Customer services strategies
The respondents were required to indicate the eitenhich the customer service strategies
enhanced the marketing strategy implementation he tnsurance companies. The
respondents were given a scale (where 1-very irapgr2-important, 3-Moderate, 4-not
important, 5-irrelevant). The variables to be meadwvere the following:

1. Effective, efficient and convenient service deliwer

2. Customer survey and feedback programs

3. Product innovation and benefit enhancements

Customer services strategies

60

50
40

OVery i tant
31.25 31.25 ery importan

30 B important
20 Omoderate
10 Onot important
0 ) ) ] M irrelevant
convenientservice feedback benefit
delivery programs enhancements

Sour ce: Resear ch data 2010

Figure 4.9 Importance of Customer Services Strategies

According to figure 4.8 the customer Strategiesvipled were all important to marketing
strategy implementation. This was a confirmatioat tthe elements were all important as
strategies in the insurance companies. The resptsmdéso found the element of Effective,

Efficient and Convenient service delivery to beywenportant at 56.25%, those who said it
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was important were 12.25% making this element toirbportant at 68.5% rating. The
element was not moderately important while 6.25% gavas not important and 25% found

it irrelevant.

On the other hand the study findings Customer suared feedback programs found the
element to be very important at 31.25% those whd gawas important were 18.25%
making this element to be important at 49.5% ratiffte element was moderately important
at 12.5% while 31.25% said it was not important &r&5% found it irrelevant while Product
innovation and benefit enhancements, the resposdénind the element to be very
important at 12.25%, those who said it was imparegre 50% making this element to be
important at 62.25% rating. The element was modramportant at 12.5% while 6.25%
said it was not important and 18.5% found it irvelet. Finally the research findings on
customer service strategies, only Effective, effitiand convenient service delivery and
Product innovation and benefit enhancements werssidered important in marketing
strategy enhancement. The other strategy Custonneeysand feedback programs was not

important with an approval rating of only 49.5%

4.5 Competition in theinsurance industry

The study set to find out if competition was an amement of marketing strategy
implementation in the insurance industry. The paepavas to establish if competition
positively or negatively affected marketing stratemplementation by the Life insurance
companies. Respondents were required to indicatefve point Likert scale the importance

of each variable where:
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KEY

5—To a very great extent, 4 — To a great exB#rtTo a moderate extent,

2 — To a lesser extent, 1 — To no extent

4.5.1 Profitability

Table 4.6 Profitability

No extent 1
Small extent 0
Moderateextent 2
L arge extent 8

Very largeextent 5

Sour ce: Research data 2010

6.25
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31.25
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00
10
50
30

10
10
20
70
100

According to table 4.7 Profitability was rated at a very large extent 31.25 %, those wh

said it was to a large extent were 50 % making éhésnent to be important at 81.25 %

rating, 12.5% said it was moderately so while n@agd it was to a small extent and 6.25%

said to no extent
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45.2 Market share
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Figure4.10 Market share

From Figure 4.9 Market shaveas rated at a very large extent 62.5 %, thosesaibit was

to a large extent were 18.75 % making this elert@be important at 81.25 % rating, 12.5%
said it was moderately so while none said it waa small extent and 6.25% said to no

extent

4.5.3 Customer Satisfaction

customer satsfaction

60
O No extent

40 B Small extent

1 O Moderate extent

20 6 O Large extent

B Very large extent
0

Sour ce: Resear ch data 2010
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Figure4.11 Customer Satisfaction

From Figure 4.10 customer satisfaction was rated aery large extent 50 %, those who said
it was to a large extent were 12.5 % making thesneint to be important at 62.5 % rating,
18.75% said it was moderately so while 6.25 %d siiwas to a small extent and another

6.25% said to no extent

4.5.4 Competitive Position

competitive position

O No extent

B Small extent

O Moderate extent
O Large extent

B Very large extent

Sour ce: Research data 2010

Figure 4.12 Competitive Position

From Figure 4.11 competitive position was ratedaatery large extent 43.75 %, those who
said it was to a large extent were 31.25 % making ¢lement to be important at 75 %
rating, 18.75% said it was moderately so whiles@2 said it was to a small extent and
none said to no extent

From the research findings on Competition in theurance industry all the elements of
competition were considered important in marketstigategy enhancement. The elements

received an overall approval rating of over 60%.
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4.6 Other strategies

This study set to find out if other strategies ware enhancement of marketing strategy

implementation in the insurance industry.

4.6.1 Product diversification
The respondents were required to indicate wayshieiwtheir insurance company diversified
its products as a marketing strategy to create etithyg advantage. On a given list of

product diversification strategies the followingnka were obtained.

Table 4.7 Product diversification

Ways productsarediversified asa strategy Frequency Position Rank

Product innovation 8 1 4
Technical superiority 5 2 5
Product quality and reliability 12 3 2
Comprehensive customer service 14 4 1
Unique competitive capabilities 9 5 3

Source: Resear ch data 2010

The findings on Table 4.8 product diversificatiamdicate that comprehensive customer
service was ranked the topmost diversificationtsgy followed by product quality and
reliability, the 3% ranked strategy was competitive capabilities wibhnical superiority

coming last.

4.6.2 Marketing innovation strategy
The respondents were required to indicate wayshichwtheir insurance company applied

innovation strategy. The following ranks were obéi.
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Table 4.8 Marketing innovation strategy

Variable Frequency Position Rank
Innovation strategy 2 1 6
Advancesin the products 12 2 2
Production processes 4 3 5
M anagement systems 10 4 3
Organizational structures 13 5 1
Strategies developed by the company 9 6 4

Sour ce: Resear ch data 2010

The findings on Table 4.9 marketing strategy intiova indicate that organizational
structures were ranked the topmost innovation egggatfollowed by advances in product
quality, the & ranked strategy was management systems while nufobe strategy was
internal strategies, production process was thst lemovated strategy. Subsequently the
respondents were given the challenge question &ir tbompany developed innovative

products or services to gain competitive advaniaglee last three years.

Table 4.9 Innovative products

Yes 15 93.75 93.75
No 1 6.25 100
Total 16 100

Sour ce: Resear ch data 2010

According to Table 4.10 innovative products, 93.788feed that their companies developed
innovative products, out of those who developed gheducts 100% agreed that the new
products/services enabled the company to satigfyctistomer’'s need and hence increased

competitive advantage
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From the study findings on other strategies inlifieeinsurance companies that were applied
included product diversification and marketing imabon strategy, the element of product
diversification that was most commonly applied W@snprehensive customer service while
for marketing innovation strategy it was the Orgational structures of the life insurance

companies. The study findings indicate that themames developed innovative products.
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CHAPTER FIVE: SUMMARY CONCLUSION AND
RECOMMENDATIONS

5.1 Introduction

The main objectives of this study were to estabtlsh challenges faced by the insurance
companies in implementation of marketing stratedié® study sought to determine whether
life insurance companies have a control and feddbgstem to assess the effectiveness of
the implementation process in the life insurancugtry in Kenya. This chapter contains a
summary of the results as presented in the prevetapter and give conclusions and
recommendations based on the findings of the dtiuelghapter also provides the limitations
of the study based on the analysis of the entivelystand finally the study provides

suggestions for further research.

5.2 Discussion

The findings of this study established that the panies were locally owned, and size in
terms of number of employees qualified them to ¢peimall and medium sized. Miller and
Colleagues (1988) points out the importance ofcttine by pointing out that there is an
intrinsic association between strategy making d@netire. The structure of an organization
importantly influences the flow of information arttie context and nature of human

interaction.

The study finding indicates that organizations faeeious challenges and threats in their
effort to implement marketing strategies. Thereedeenents of organizational operations that

have a correlation with the strategies. Accordinghg study established that there is
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therefore need to implement the marketing straseditis is in line with Aosa (1992), who
stipulates that once strategies have been addptdneed to be implemented: they are of no

value unless they are effectively translated imtooa

This study finding indicated that besides the prbomal mix strategies other strategies in the
life insurance firms were also at play in the liisurance companies. This study finding can
be correlated to Michael Porter’s strategy typoldiggt has been one of the most widely
accepted methods of discussing, categorizing aledtsey company strategies. Porter (1985)
novel idea that strategies can be classified iettegc types (differentiation, cost leadership,
focus or combination) has been the basis for mfitheostrategy research and practice in the
past quarter century. However from these studyidiggl Managers have essentially been left

to interpret Porter’s theory and then determinel@mgntation on their own.

From the research findings Resource allocatiomanites annualized premium income in the
life insurance companies. The allocation of resesirhad a high positive correlation with
income. To this end David, 1997 says it's a critttanagement activity that enables strategy
implementation its insufficiency is a common stggtémplementation challenge. Allocating
resources to particular divisions and departmemss dnot mean that strategies will be
successfully implemented. (Thompson 1990). Supptres findings of this study by
concluding that all organizations have at least types of resources which can be used to
achieve desired objectives, these are financialuregs and technological resources, physical

resources and human resources
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5.3 Summary

The findings indicate that the majority of the lilesurance companies had a relatively
experienced for many years’ operations in Kenyajntaoperated for over 3lyears, the
companies was therefore well established in Kedgafar as ownership is concerned the
majority of the life insurance companies were lpcalvned with a few being multinational

or foreign owned. The implication here is that lifeinsurance companies had a competitive
advantage of ownership as far as marketing strateglementation. From the study findings

the Life insurance had between 151-249 employees.

The study findings indicate that organizations fae€ous challenges and threats in their
pursuit to implement marketing strategies. Howetlere are elements of organizational

operations that have a correlation with the stiateg

According the study the elements are; recruitmeht staff, Training, Motivation,
Compensation of clients and Communicatidncording to the findings there are marketing
mix strategies which enhanced the marketing styaiegplementation in the insurance
companies. Accordinghe Marketing Mix Strategies provided all positivenhanced with
strategy implementation. This was a confirmatioat tthe elements were all important as

strategies in the insurance companies.

From the research findings on communication alldtx®munication strategies enhanced the
marketing strategy implementation in the insurarcmmpanies. Accordingly all the

communication strategies were applied within theurance companies. From the research
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findings customer service strategies were implestebut not all of them were important to
the insurance companies as far as marketing sieategere concerned, only effective,
efficient and convenient service delivery and Patdanovation and benefit enhancements
were considered important in marketing strategyaanbement. The other strategy Customer

survey and feedback programs were not important.

The study findings indicate that competition in theurance industry was driven by various
elements which included; Profitability, Market shaiCustomer Satisfaction, competitive
position and other in-house strategies. From theystindingsfrom the research findings on
Competition in the insurance industry all the elatseof competition were considered
important in marketing strategy enhancement. Ttudysconcluded that other strategies that
were an enhancement of marketing strategy impleatient in the insurance industry
included product diversification and Marketing imation strategy. From the findings it was
established thatompanies developed innovative products which edhlthe company to

satisfy the customer’s need and hence increasegetidive advantage

5.4 Conclusion

The following conclusions are pertinent to the firgs of this study.

It can be concluded that marketing strategies arportant in helping an organization
improve their performance and competitive edge. i@, it seems like many life insurance
companies are not keen on adoption of marketirajegjres. This means that the challenges

of strategy implementation are not addressed byvdr®us life insurance companies in
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Kenya. It is important for the organization to s¢ha environment in order to identify the

required strategies to be able to have a compeiige.

There is a relationship that exists between margetirategies and the competitiveness of a
life insurance firm. Most of the respondents statemt marketing strategies enhanced the
profitability of the insurance firm. Through implemtation of the strategies, they had been
able to meet new challenges with confidence. Thaee various factors that determine
strategy implementation in organizations. The stfidgings indicate that such strategies as
innovation and diversification are equally effeetiin marketing strategy implementation.
The majority of Life insurance companies had betwe@-249 employees thereby indicating

that the bulk of the Life insurance companies va&nall and medium sized.

From the study findings, it can be concluded tharketing strategies employed by life
insurance firms can be challenging in the markek may take both a positive and negative
change based on the determinant. A positive chamghe micro-economic environment

leads to a better competitive position.

5.5 Limitations of the Study

The main challenge faced was the administratiothefquestionnaires; most employees of
the Life insurance companies were not comfortalté the questionnaires. The argument
being that they could breach confidentiality ainaetwhen the sector competitors are coming
up with new strategies to enhance profitabilityegithat there is competition for customers

in the industry.
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5.6 Recommendations for Further Study

The researcher conducted a survey for 23 life ansze companies only. This study therefore
recommends that for a more generalized conclusiorbe made on the challenges of

marketing strategy implementation, a study shoeldidine for the entire insurance industry.

5.7 Implications on Policy and Practice

This study aimed at contributing knowledge on manke strategy implementation
challenges faced by life insurance firms in Kenyae study highlights the marketing
strategy challenges faced by the industry and stegsovide solutions to these challenges.
This study therefore, presents opportunities arsl faeactices that the management in the life
insurance companies and other similar organizatioas utilize to manage strategy
implementation challenges. The industry can alsothe results of this study to formulate
organizational policies and frameworks that arevaht in the identification, implementation
and monitoring of strategic marketing decision. Tésults of this study are also expected to
have a positive impact on Life insurance industigt tvish to formulate marketing strategies

that can help them grow in terms of market share.
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APPENDICES
APPENDIX I: INTRODUCTION LETTER TO THE RESPONDENTS

September, 2010

Dear Sir/Madam,

RE: REQUEST TO COLLECT DATA FOR MBA RESEARCH PROJECT
| am a student at Nairobi University pursuing a tesof Business Administration program.

Pursuant to the pre-requisite course work, | wdikiel to conduct a research project on the
challenges faced by life insurance companies inémpntation of marketing strategies in
Kenya. This will involve use of questionnaires adistiered to members of your team.

| kindly seek your authority to conduct the resbarcyour company through questionnaires
and use of relevant documents. The results ofrépsrt will be used solely for academic
purposes and a copy of the same will be availg@toon request.

| have enclosed an introductory letter from thevérsity. Your assistance is highly valued.

Thank you in advance.

Yours faithfully,

CAROLYNE NYOKABI GICHURU

D61/72319/08
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APPENDI X I1: QUESTIONNAIRE

Introduction

Thank you for taking your time to assist in collentof the data which is essential for this

study.

Part A is on General Information about you as respondent.

Part B is on your response with regard to the challefigesd by life insurance companies in

implementation of marketing strategies in Kenyaihgwour Company as the reference

point.

(Please tick the spaces provided or fill in as appate)

SECTION A: GENERAL INFORMATION

1.

2.

3.

Name of insurance company

Year of establishment in Kenya

Is the company locally owned or is it a multinaatthYes [ ] No [ ] Please Tick as
Appropriate.

Indicate below the best representation of your comgsize in terms of employees

Upto to 50 50 — 150 150 — 250 above 250
] [ ] [ ] [ ]
How long has your company been in operation? Pl€gseas Appropriate.
1-5 6-15 16 - 30 31-60 above 60
] ] 1 [ ] 1
What is your core life insurance business area?
Individual life ()
Group life ()
Group pension ()
Individual pension plans ()

Group and individual pension plans ( )
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7. What functional area or Department are you workiry

8. For how long have you been in service of the copdRlease tick as appropriate)

Less than 5 years ()
5years but less than 10 years ()
10 years but less than I5 years ()
Over I5 years ()

Part B: Marketing Strategy
1.Please indicate to what extent each of the edlistements influences annualized premium

income.

(where1-No extent, 2-Small extent, 3-Moderate extent, 4-Large extent, 5-Very Large extent)
5 4 3 2 1

Recruitmentof salesforce [ ] [ ] [ 1 I []

Training (1 [1 (1 [1 I[1

Motivation (1 01 01 [1 Il

Compensation (11 01 01 T[]

Communication (1 [1 [1 [1 I[1
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2. Please indicate the extent to which the follgvimarketing strategies enhance the
marketing strategy implementation in your company
(where 1-No extent, 2-Small extent, 3-Moderateeetst 4-Large extent, 5-Very Large

extent)

Marketing Mix Strategy 5 |4 3 2 1

product

price

place

promotion

Other Strategies developed by the company

3.Please indicate the extent to which the followamgnmunication strategies enhance the
marketing strategy implementation in your company
(where 1-No extent, 2-Small extent, 3-Moderateeett 4-Large extent, 5-Very Large

extent)

Accessibility of updated customer database [TT1 [1 11 [ ]

Accessibility of intranet and internet facilites [ ] [ ] [ 1 [ 1] [ ]

Accessibility of e- Mail services [T (101 [1 [1
Provision of IT equipment [T [1 [1[01 [1
(Palm/lap-top, mobile phones) Communication [T1 [1 [1 [1
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4.To what extent are the following Customer sewistategy important to your company
(where 1-very important, 2-important, 3-Modera&eot important, 5-irrelevant)

5 4 3 2 1
Effective, efficient and convenient servicedelwdr | [ ] [ ] [ 1] [ ]
Customer survey and feedback programs LTTTL1 11 [ ]

Product innovation and benefit enhancements (01 [ 1 [1 [ ]

5.Using the scale provided indicate the extenthaclvcompetition in the insurance industry

affects your institution in relation to the provetieariables

KEY
5—To avery great extent, 4 — To a great exBntTo a moderate extent,

2 —To a lesser extent, 1 — To no extent

5 4 3 2 1
Profitability [ ] [ ] [ ] [ ] [ ]
Market share [ ] [ ] [ ] [ ] [ ]
Customer

Satisfaction [ ] [ ] [ ] [ ] [ ]
Competitive

Position [ ] [ ] [ ] [ ] [ ]
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6.Through which ways has your company diversifisdoroducts as a marketing strategy to

create competitive advantage? Please tick apptefyia

Product innovation [1]
Technical superiority []
Product quality and reliability [ ]
Comprehensive customer service [1]
Unique competitive capabilities [ ]

7. Which are theéhree most important areas that your marketing innovasisategy include

in creating competitive advantage in the life isswe industry?

Innovation strategy [1]
Advances in the products [ ]
Production processes [1]
Management systems [ ]
Organizational structures [ ]

Other Strategies developed by the company [ ]
8. Has your company developed innovative produgtsservices to gain competitive
advantage in the last three years?

Yes [ ] No [ ]
9.If yes, has these new products/services enabteddmpany to satisfy the customer’s need
and hence increased competitive advantage?

Yes [] No [ ]
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APPENDIX I11. LIST OF INSURANCE COMPANIES

Apollo Life Assurance Company
British American Insurance Company
Cannon Assurance (Kenya) Limited
CFC Life Assurance Company
Co-operative Insurance Company
Corporate Insurance Company Limited
First Assurance Company Ltd

Geminia Insurance Company Limited

© © N o gk~ wDdhPRE

Heritage Insurance Company Limited
10.Insurance Company of East Africa (ICEA)
11.Jubilee Insurance Company Limited
12.Kenyan Alliance Insurance Company
13.Madison Insurance Company Ltd
14.Mercantile Insurance Company Ltd

15. Metropolitan Life Insurance Kenya Ltd.
16.Monarch Insurance Company Limited
17.0Id Mutual Life Assurance Company
18.Pan African Life Assurance Company
19.Pioneer Life Assurance Company

20. Shield Assurance Company Limited

21. Trinity Life Assurance Company Limited
22.Trinity Life Assurance Limited

23.UAP Provincial Insurance Company

Source: Insurance Industry Annual Report 2009: Association of Kenya Insurers
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