
A.11 E111p • ·ical St 1dy of Marketing 
Responses of 1.,our Opera ors to 
Cl1a1Iges i 1 Touris 11 Industry in 

l,..ettya 

By 

MBII JULIUS IVIUTUA 

· Research Project Snbnlitted in Partial }?utfi:lnteut of the 
Requireuwnts for the Degree of IVlaster of Business 

Adn1inistration 

School of Business 
University of Nairobi 

October 2007 

ililllilii)~/ iillf~ff~~i 1111/iill 
0500094 8 



DECL\RA'IION 

!'his research report is Ill} original \\tllk and has ne\er been sub!llitted for a degree in any 

university. 

l\lhii ,Julius 1\lutua 

D6 l/P/706 7 /OS 

This research project has been submitted f(.1r C.'\nmination with my nppnwal as the 

uni vcrsity supervisor. 

Signed~~ < 
Professor Francis N. Kibcra, PhD 



DEDICATION 

This project is dedicated to my wife Florence, and my parents Esther and Paul who 

have been my pillars of strength and whose support, encouragement, sacrifice and 

patience I truly cherish. 

May the (haec of Yahweh be with you all. 

ll 



A CKNOWLEDG El\IENT 

I am very grateful to all individuals who directly or indirectly contributed to the 

completion of this research pn~j~ct. M) sincere thanks go to Prof. F.N. Kibera for 

guiding and challenging me from conceptualization of the project to the end. I am also 

indebted to Dr Musyoka for hi unending support and assistance in finalizing this 

research work. I appreciate all rc pondcnts who took time to complete the 

questionnaires. 

I am particularly grateful to my dear wife, Florence, whose support was outstanding 

in all areas as far as my study programme is concerned. 

Lastly and most profoundly, I thank my Lord and Saviour Jesus Christ for giving me 

life, strength and good health to complete this study programme. 

iii 



ABSTRACT 

Tourism has become one of the most important sectors of Kenya's economy. Tourism 

is currently making the largest contribution to Kenya's Gross National Product 

(GNP). Tomism business environment in Kenya has been changing dramatically due 

to the increase in competition among emerging destinations and the effects of global 

terrorism. With globalization, changes ha\'c taken place in political, technological, 

socio-cultmal and l'conomic environments resulting into previously protected 

'national interest' areas being opened up to worldwide pressures, increasing 

uramatically communication facilities and capacities and creating new needs all over 

the world. With this context, this research was carried out in order to study the 

marketing responses of tour operators to changes in tourism industry in Kenya. 

The stuuy had three objectives. The first objective was to establish the importance of 

changes in tourism industry environment to the operations of tour operators in Kenya. 

The second objective was to assess the influence tourism environmental factors have 

on tour operators' marketing mix. The third objective sought to identify the strategies 

adopted by tour operators to address the challenges of the tourism business 

environment. The research design for this study was a descriptive one. The population 

of interest consisted of all tour operators based in Nairobi who are members of Kenya 

Association of Tour Operators (KATO). A sample of 70 was drawn from KATO's 

Membership list using stratified random sampling procedure. Data was collected 

using a semi-structured questionnaire. Some 46 out of the target sample of 70 

responded, representing a response rate of 65.7%. 

f-indings of the study have revealed that various environmental factors are quite 

important and arfect the operations of tour operators in different ways. Some are 

absolutely fundamental, for instance, competition from other global and regional 

tourist destinations and advances in inrurmation communication technology. Other 

factors like poor infrastructure and need fore-business capability to market products 

locally and internationally also rank quite highly. Issues of climate change, local 

communities' demands, taxation regimes and multiple licensing requirement, changes 

in consumer attitudes ranked fairly important. 
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All the marketing mix variables studied received grand mean scores of above 3.5. The 

results of the study indicate that distribution channels. product/service and promotion 

seem to receive great attention by tour operators. It is clear from the findings that 

product quality is absolutely fundamental ami has to be guaranteed. Pricing has 

received the lowest consideration, though its imp01tance cannot be underestimated 

given that it scored above average . The findings also show that attaining an excellent 

public image and maintain111g competitive position are most important factors in 

addressing the challenges posed by dynamic environment. Attaining lead in market 

share seems to have been ranl--cd the least, especially with companies in category D to 

'Associate'. 

The study identified various differences and similarities among the six categories of 

tour operators studied. The differences are reflected in the focus, goals and operations 

pursued by the companies in each category. Generally, those in category D to 

'Associate' are more focused on growth and expansion of company operations, while 

those in categories C to A are more geared towards maintaining the right public 

image, attaining market leadership and maintaining profitability. In terms of 

similarities, the study established that almost all the tour operators are conscious of 

the need to enhance competitiveness of Kenya as a tourist destination in view of 

competition posed by the emerging destinations, and the need for govemment to 

improve infrastructure and make it easier for operators to do business in the country. 

The study recommends that strategic mm keting planning and marketing research 

needs to be enhanced especially in tour operators within Categories D to 'Associate' 

since these categories seemed to lag behind in this major marketing facet The study 

also recommends a review by the Kenyan Government in regard to sustainable 

tourism in the country in view of emerging competing destinations. Specifically, the 

govcmrnent should review its approach towards infrastructure development, taxation 

regimes and licensing. Continued neglect could lead to loss of tourism clientele to 

other upcoming destinations like Tanzania. Mozambique and Botswana. 

In terms of future research, the study recommends an integrated study covering other 

players in the tourism industry like the hoteliers, parks and museums that would 

reveal more insights on how the environmental factors have impacted the tourism 

industry. 
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CHAPTER ONE 

INTRODUCTION 

l.J Background to the study 

Since the beginning of the l 990 . \\ orld marl-.ets entered into a period in which 

structural changes in economic. tL·chnologrcal, institutional, social. political. physical 

and intcmational l'nvinmmL'nts an.~ occurring in an unprecedented manner. The 

marlet cnvitottlliL'nt r, changing dramatil:ally because of the increase in the general 

standard of living. the increase 111 competition among organisations and the increase 

in consumer ism. The changes of political, technological and economic environment 

have de-clustered previously protected national areas, increasing dramatically 

communication facilities and capacities, creating new needs all over the world, with 

some convergences among customers' expectations (A tamer, l 993). As a 

consequence, a majority of firms have to act, not only to seize new opportunities, cut 

costs, reduce their exposure to frscal pressure or to foreign exchange, enlarge their 

access to new competenccs and skills, but also to prevent the loss of their market 

shares and avoid possible take-overs from competitors (Ghema\\-at et al 200 I). 

Globalization has resulted into growing power of international economic and market 

forces and the consequent decline in the ability of individual states to control their 

economics and of the private corporation in limited geographic spheres of operation to 

dominate domestic markets (Kotler, et al 2003). The impact on tourism is increased 

power in the hands of a small number of global travel and touris networks achieving 

their globalisation not only through vertical and horizontal integration but through 

diagonal integration, economics of both scale and scope, and their huge investment in 

electronic databases and tni.lr keting . 

New technologies have been changing the way in which tourism companies conduct 
-

their business and how the entire system operates (Nyingi, 2003). The dynamic 

growth of the usc of Information Communication Technologies (lCTs) results in 

tlramatic changes in the structure and operations of travel and tourism industries. 

Changes are particularly obvious in the way that tourism organisations comnlllnicate 

with tht>ir individual and institutional clients and how they manage their distribution 

function. These developments present a major opportunity for innovative tourism 



organisations and destinations to nnprove their relative position in the international 

market. The challenge for many tour operators is whether they are able to keep phase 

with the changing technological ad,·ances to e\tcnd their distribution channels and 

expand their value chain (Mbuvi. 2000). 

The uncertainty arising from ltt'nds in fuel price. and supply has made it difficult to 

make long term tkciSHlll" hy tour operators. The escalation of oil prices as a 

conscqucm·c of thl' Iraq\\ ar is still tmpacting on travel (through fuel surcharges) and 

travel intcntitlllS (1\lrddkton. 1994). Travel planning involves making long-term 

decisions, for instance, making bookings with tra\·el agents for a holiday more than 

six months bdorc the actual holiday takes place. Tour operators can only ignore 

monitoring these trends at their own peril. 

The build up of consumers' socio environmental awareness of tourism development is 

leading to increased scrutiny on the part of the public in destination decision-making 

and a growing requirement for new tourism developments to be sustainable and "fair" 

to the destination (National Geographic, 2003). It is necessary to understand how tour 

operators in Kenya arc embracing and supporting sustainable socio environmental 

practices and whether they consider supporting' such a course as contributing to their 

competitive advantage. 

A firm's business environment consists of three interrelated sets of factors that play a 

principal role in determining the opportunities, threats and constraints that the firm 

faces (llaberbcrg & Rieplc, 2001 ). These three sets of factors are remote/macro, 

industry and operating/task environments. ll1e task environment is the institution's set 

of customers. The task environment relates to a particular institution. The industry 

environment comprises all enterprises associated with an organization in society. At 

the broadest level is the macro-environment, where changes in the social, 

technological, economic, environmental, and political sectors affect organizations 

directly and indirectly. The forces in the business environment are so dynamic and 

interactive that the impact on any single element within the three sets cannot be 

wholly disassociated from the impact of other clements (.Kotler, 1999). 
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The long-tL:nn survival of any organisation is dependent on how well the business 

relates to its environmelll and c'<plores the future versus the past (Ghemawat et al 

2001). According to Sanucrson, (1998) four levels of the marketing environment 

affect the organisation. At the first level, marketing has to integrate with other 

organisational functions anu must communicate the needs of the market and interest 

gmups to thL: o1ganisation. At till ne\t level marketing must identify domestic and 

intcmational consumers. tlt inte1 mct.liary ma1 kets for products/services. 

Market dcmaml anu L'liSILllliCI' bcha\iour span t\\0 dimensions, namely: determinants 

and motivations of demand normally based on careful arwlysis of the external 

environment and marketing rc earch (Sanderson, 1998). Detenninants are the. 

economic, social, and political factors at work in any society that set limits to the 

volume of a population's demand for travel, whatever the motivations might be. 

Motivations arc the internal factors at work within individuals. The main 

characteristics of a population that determines tourism demand are household size and 

composition, age structure and higher education. In developed economies smaller 

households with fewer young children, a greater number of married women in 

employment and more people over 55 years of age. have increased the propensity to 

travel (Sanderson, 1998). 

Socia -cultural factors include beliefs people are brought up with. for example that a 

sunshine holiday or ownership of timeshare accommodation are important attributes 

of a satisfactory lifestyle. Government regulations may influence supply and demand, 

for example provision of infrastructure, environmental protection, regulation of 

competition and so on. Crime and health risks may overshadow the appeal of an 

attraction (Sanderson, 1998). The third level_ of th~ environment affecting marketing 

is stakeholder groups. Interest groups may have conflicting values affecting the 

context of decision making. Lastly there is the wider external environment, namely 

the interrelationship between social, technological, economic and political forces. 

The changes occurring i11 society create an uncertain environment and have an impact 

on the function of the whole organization (Kotler, 1999). A number of frameworks 

have been developed as ways of cataloguing the vast number of possible issues that 

might affect an industry. One of the f1ameworks used to analyse the industry's 
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external environment is PE~T (an aetonym for political, economic, social and 

technological factors). Sometimes t\\'ll 'Hiditional factors, environmental and legal, 

will be added to make a PESTEL ~: nalysrs, but these themes can easily be subsumed 

in the others. The PEST or PFS1 EL :malysis examines the impact of each of these 

factors (and their inter play \\ ith each t)thcr) on the business. The results can then be 

used to take advantage of Dpportunities and to make contingency plans for threats 

wlwn preparing businlss and sllatcgic plan<; (Wheclen & Hunger, 1998). 

Kotler (I 099) claims that a PEST analysis is a useful strategic tool for understanding 

market growth tlr ucclinc. business position, potential and direction for operations. In 

addition to strengths, weaknesses, opportunities and threats (SWOT) and Porter's Five 

Forces moucls. PEST can be applied by companies to re\ iew strategic directions, 

including marketing proposition. The analysis is effective for business and strategic 

planning, marketing planning, business and product development and research reports 

and also ensures that company's performance is aligned positively with the powerful 

forces of change that arc affecting business environment (Porter. l980l 

l.l.l Tourism lnd ustry in Kenya 

Tourism has become a significant source of income generation for many countries. 

With strong integrated linkages, tourism promotes external economies by promoting 

and improving local and regional infrastructure (Kenya 1995). Kenya's rich tourism 

resource endowment namely wildlife in its natural habitats, beautiful scenery, idyllic 

sandy beaches, sporting activities, hotel facilities has made tourism one of the 

country's major economic activities. Approximately 10% of the country has been set 

aside for conservation of wildlife and biodiversity. Game viewing is a very popular 

pursuit since most visitors to Kenya arc predominantly interested in seeing "the big 

five" namely the Elephant, Rhino, Lion, Buffalo, and the Leopard, not to mention 

other lesser and unique game of Africa's savannah and forests. In spite of increased 

competition from other destinations, Kenya is still one of the foremost tourist 

destinations in Africa (Jommo, 1987). 

According to the Economic Survey (2007) released by the Mi11istry of Planning and 

National Development, tourism has played an important role in the diversification and 

development of the Kenyan economy. Tourism continues to make the largest 
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contribution to Gross National Product (GNP) as well as showing consistent growth at 

a time when the agricultural sector has shO\vn only limited growth, and several of the 

other leading sectors of the econom) have been stagnant. The country currently 

receives over 1 million tourists per year as compared to about 70,000 at the time of 

independence. Tourism h<L become one of the most vital sectors of Kenya's 

economy and a major foreign L'Xch,mgc camcr. A tourism economic impact analysis 

by the Tourism Tt ust I ·unJ (I 1}) rckaSL'd in May 2007 shows the benefits of tourism 

to the Kenyan economy. The study showed that the tourism sector had a major impact 

on foreign exchange eatnings. Gtoss Domestic Product (GOP), employment and 

govemmcut tl'\'l'ttucs. Up to 45r't,, of foreign exchange earnings came from tourism, 

makiug tout ism one of the leading eamers of foreign exchange in Kenya, and 

challenging tea and horticulture for the number one spot. Overall the expenditure 

from the sector amounted to nearly Ksh 100 billion in 2006; to contradict some long 

held beliefs that the money generated from tourism goes off shore, the study also 

proved that the majority of the money generated stays in Kenya, with only 12% 

leaving the country for the purchase of goods and equipment, compared to 18% in the 

mid 1960's (TTF, 2007). 

The government has continued to seck new policies which will encourage tourism and 

wild life development while at the same time conserving the natural and cultural 

heritages which support and generate benefits that sustain the welfare of the people 

living within or ncar the tourist destinations (Kenya 1995). The success of these and 

other policies became evident when tourism became the fastest growing sector of the 

Kenyan economy. The decade of the 1990s, unfolding on the assumption of continued 

success for tourism, witnessed a further "boom" in the expansion of tourists' plant and 

services, but a slump on tourist anivals and revenue was recorded towards the end of 

that decade. The Kenyan government was very concerned about this downward trend 

and as part of its attempts to curb a further decline, the Kenya Tourist Board (KTI3) 

was established in 1996 to market and promote Kenya as a tourist destination both 

locally and internationally. The Board is financed by a government budgetary 

allocation and other donors (Jommo, 1987). 

Owing to these trends. the Government of Kenya has been working on a programme of 

public sector policy and management reforms since 1999 (Mbuvi 2000). The focus has 
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shifted from over reliance on high volume-low yield tourism towards the development of 

alternative forms of tourism that can contribute to conservation and sustainable use of the 

environment. Whereas attention is still focused on tourism segments in which Kenya has 

comparative advantage, particularly, '' ildlifc. sun, sea and sand, special attention is now 

also being given to altcrnati\e sector .. particularly culture-based tourism. The principle 

goals arc to secure the , u tainable tL e of all tourism resources; optimize the sector's 

contribution to the national economy ami rural development; and ensure the maximization 

of tourists' satisfaction. Medium term objectives are to increase revenue, specifically 

through more visitors. inneasl'd expenditure per visitor. extension of the length of stay 

and more tcpcat visits; and finally enhance and protect the environment so as to improve 

the country's image by enswing the sustainability of the tourism resource base (Mbuvi, 

2000). 

1 .1.2 Role of tour operators in tourism industry 

Tourism development at the destination level is strongly influenced by tour operators. 

Tour operators are businesses that combine two or more travel services (e.g. transport, 

accommodation, catering, entertainment. sightseeing) and sell them through travel 

agencies or direclly to final consumers as a single product. A tour operator is thus a 

crucial link in the dtstribution chain, representing the central connection between 

customers and providers of tourism services, and thus has the power to influence both 

the demantl and the supply side (Nyingi, 2003). 

Kenya has enormous potential to be a major world tourist destination. Kenya's rich 

cultural, history, dramatic landscapes and wildlife, and varied tourist activities all 

suggest that Kenya can become a compelling destination for millions of travellers. 

Certainly, many tour operators arc already thriving. as evidenced by _the hundreds of 

operators listed on the Kenya Association of Tour Operators' (KA TO) official 

website (www.katokenya.org). Yet the potential for even greater success is virtually 

unlimitctl. Tour operat.ors have much to gain by improving their operations, 

expanding their marketing. and conveying to the world markets all that Kenya has to 

offer. A major benefit provided by tour operators to developing countries like Kenya 

is that they can significantly increase the volume of tourist an·ivals. ideally leading to 

employment generation, export earnings and economic development. They employ 

tour guides, clerks and drivers. 
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The tour operators arrange travel, transport ami hotel bookings. They also organise 

tour packages. The four main tourist-generating countries in the world are - in order 

of size - the United States. Germany. Japan and the United Kingdom. Europe· 

generates the most international tomists. and accounts for 12.5% of arrivals in 

developing countries (WTO ... 001 ). Although there is a growing trend towards 

indepentlently anaugl'Uitavel, significant numbers of tourists still use the services of 

a tour operator to book their holiuays. In the UK. for example, 28% of travel to 

developing C(Hilttrics (out of a total of 4 million UK tourists) was booked through tour 

operators in 2000 (!\lintel. 2()()1). Tour operators create the image for a destination 

that is uscu in promotional activities at home. They can put a destination onto the map 

or divert touri sts to elsewhere. Given the fact that selling a tourism product depends 

largely on tmagery, the marketing and distribution channels enhanced by tour 

operators that bring customers and suppliers together play a crucial role. 

Small operators have a less dramatic influence on tourism volumes, but can still 

significantly affect the path of development by putting a new area or new type of 

product on the map. Part of their product appeal is frequently a de tination focus and 

the inclusion of local products. and they are less likely to own downstream operations. 

Thus independent operators rely more on destination inputs and can provide important 

markets for local products. They are more focused on enhancing product quality 

rather than price competition, and can also often have a more balanced relationship 

with suppliers due to the product characteristics and volumes generated (Mintel, 

2001). 

1.2 Statement of the problem 

The end of the twentieth century was a time of great transformation in all fields of 

life. There were many fast paced changes throughout social conditions, the economy, 

and technology, which brought about many transitions within tourism. 'TI1e constant 

tendencies to observe and gain knowledge about the markets basic condition are 

nectlcd to succeed with each activity and the trends within tour.ism can change 

quickly. The ability to forecast and stimulate these developmental processes is the key 

to making the correct decisions for the future . The competition within the tourist 
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market not only requires constant observation and the ability to anticipate change, but 

also being able to react to the new trend before it becomes the norm (Kourteli, 2005). 

New tourism developments and trends signal a high complexity of the sector and 

require new techniques and new approaches to handle them effectively. Tourism can 

be seen as a whole range of mdi' it.luals, husi11esscs, organizations and places which 

combine in some way to deliver a tra\el experience (Font & Carey, 2005). It is a 

wide, complex, multitli . ·iplinary and specific system with unique features and 

characteristics. The complexity of the sector necessitate profound shift of thinking 

about the strategy and management practices of tourism, in particul<tr in relation to · 

how competitive advantage can be achieved and how sustainability could be attained. 

Tourism business environment has probably been one of the most turbulent industries 

in Kenya over the last one decade. The industry has witnessed an erratic growth with 

ups and downs, which has been occasioned by various factors. Some of these factors 

have been due to image problem of the country. Tourism is highly driven by image of 

a particular destination. Kenya's political stability and terrorist threat are some of 

factors that affect international tourist arrivals. In August of 1998, terrorists 

simultaneously bombed the US Embassies in Nairobi and Dare Salaam killing over 

250 people, mostly Africans. Political unrest in Kenya during this time involved 

problems among the multitude of the nation's ethnic groups. Sindiga ( 1999) describes 

this indirect impact on tourism thus: "in a sense, the ethnic clashes are a sign of the 

failure of the country's political institutions to hold the country together. Although 

there were 110 direct attacks on tourists, the general feeling of insecurity created a poor 

environment for conducting the tourism business". 

There is increasing substitutability of Kenya's tourism product offering by competitor 

destinations. Kenya's unique offerings such as nature, culture and beach are being 

claimed by more competitors like South Africa, Mozambique and Tanzania. This 

substitution effect has an impact on the operations of tour operators in Kenya (Nyingi, 

2003). 

Kotler (1999) observes that, within the rapidly changing global picture, successful 

companies realise that the marketing environment presents never ending series of 
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opportunities and threats. The major responsibility for identifying significant changes 

in the macro environment falls on company's marketers, who act on behalf of the top 

management to track trends and seck oppot tunities. This study is therefore intended to 

analyse how tourism business envtronmettt has affected tour operators, with special 

regard to the impact on the marketing mix employed by tour operators. 

1.3 Ohjcctin•s of tltt.' stud~· 

The objccttves of the study ate to : 

t. establish the impottancc of changes in tourism industry environment to the 

operations of tour operators in Kenya 

tt. assess the innucnce tourism environmental factors have on tour operators' 

mat kcting mix 

iii. identify the strategies adopted by tour operators to address the challenges 

of the tourism business environment 

1.4 Significance of the study 

This study will be of benefit to the following gmups: 

i) Government and Tourism l'olicy Planners 

This study gives infmmation which can assist the government and other policy 

planners in making appropriate plans in the tourism sector in general and tour 

operator sub-sector in particular. 

ii) Tour operators and travellers 

This study greatly benefits tour operators and other travellers as it will give insight 

into the tourism environmental factors that affect their activities. 

iv) nesearchers 

This study contributes to the body of knowledge and fills the information gaps on 

tourism environmental factors in tour operators' sub-sector in Kenya. Researchers 

will also find the study useful reference material when carrying out similar studies 

and investigations. 

I .5 Scope of the research 

The research was limited to the tour operators whose head offices are located in 

Nairobi. The resources available to the researcher could only support the analysis of 

the above-mentioned scope. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Overview 

Literature on the environment of an mganization and its direct and indirect impact 

upon organizational procc. scs and outconws is numerous (May et at. 2000). As the 

environment becomes mote l'l'lllJlk\, the otganizatlon must adjust internal structure 

and ptoccsses to maintain antVlll inetcasc l'ffccti\eness . Environment is thought of as 

the totality l'f physical and social factots that arc taken directly into consideration in 

the dccisron-nw"ing bcha\ iour of individuals in the organization. ll1e business 

environment n.:fcts to all condittons or factors which may in some way affect the way in 

which an organrsation intewcts \Vith its markets and the ability of an organisation to 

achieve its specified goals and objcctiYes (Oess & Beard. 1984; Lengopito, 2004). 

The concept of business envitomncnt is broad and covers major macro environmental 

forces which tend to be largely uncontrollable and may affect a variety of companies, as 

well as micro environmental factors which focus on issues specific to a particular 

market, and intc11Jal fa<.:tors specific to a company such as internal resources, skills and 

competences (Dess & Beard 1984 ). Manager in organizations need to recognise the 

impact which environmental forces have on their decision making -by anticipating,· 

acting and adapting to environmental opportunities and constraints. They need to match 

strategy with the environment. This matching may call for a restructuring of the 

organisation's operations (May eta!. 2000). 

To survive, companies need to review the basic requirements for business success, 

because business success is a function of market opportunity and resources (Mutaviri, 

2002). The same applies to the tourism industry whose operating environment is quite 

dynamic. Strategy requires that organisations monitor environmental changes on a 

continuous basis and where possible attempt to anticipate change. 

2.21\lacro Environment Variables 

Macro environment consists of economic, social, cultural, political & legal, physical 

and technological forces which shape the nature of opportunities and threats (Kotler, 

1999). There is need therefore to be a\vare of the interactions between clements of the 

macro environment. Environmental scanning is used by firms to monitor changes in the 
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extcmal factors that arc most likely to affect an organisation's position m the 

marketplace. Described by Uakcr (1992) as an 'catly warning system', it is a dynamic 

process, which seeks to identify and pt ioritise likely impacts of threats and 

opportunities v.ith a view to fonnulatmg an appwpriate organisational response. A good 

marketing infot mat ion sysllm i. a pre· h:qutstte for managing this process. 

2.2.1 Tcduwlogil'al l'll\ ironment 

The wmd terhmlltlP,) is deJt\ed fwm the <.Ired~ wotd 'techne', which means art. The 

Orcek 'terhnologia' ttanslates to systematic treatment. Kourteli (2005) explains." ... 

front these roots, our modern understanding of technology is the science and study of 

the practical and industt ial arts". The fact that these knowledge tools exist and can 

be used repeatedly to accomplish objectives means that they can be applied to the 

accomplishment of a business strategy. 

Technology is pt intarily responsible for changes in the en\'ironment and is continually 

responsible for the pace of innovation and change. The technological environment 

embraces a II vat iablcs that contribute to the emergence of new products and services 

in the market. According to Kourteli (2005), changes in the environment are generally 

a manifestation of technological innovation or the process through which human 

capabilities arc enlarged. 

The question that arises is, "llow docs technological innovation affect tour 

operators?" According lO Mbuvi (2000) the most basic result for technological 

innovation, is higher productivity. Tour operators need to invest in the right 
-

technology, which can give them a competitive edge over rivals. A tour operator must 

usc and understand the latest information technology to simplify processes, enabling 

them to mitigate complexity and rapidly identifying solutions that satisfy the business 

requirements. As new technologically improved products are constantly introduced 

into the market, tour operators that do not keep abreast of changes taking place on the 

technological front will soon find that its products/services are obsolete. Font & Carey 

(2005) said, "If you are not involved today in creating tomorrow's markets, or being 

knowledgeable about what's happening in these markets, you are unlikely to find 

yourself competing in them." 
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2.2.2 Economic environment 

The economic environment forms the central focal point for change in the macro

environment. It influences all the other environments and is in turn~ influenced by· 

them. The result of this mtcraction is a continually changing macro-environment, 

which complicates decision -mal\ing. Fconomic factors, such as the business cycle, 

inflation and rccessron, influt'llLC thL' dem,llld for goods and services by compelling 

consumers to tt'assess pr iur itrc · in terms of consumer products (Luffman, et al, 1996). 

Each signiricantt'Conornic change requires appropriate reaction by tour operators. It is 

the rcsponsrbility of management not only to try to determine the intensity of the 

business cycle for a specific industry, but also to try to forecast the possible cycle of 

the economy for at least the following )Car. According to Luffman. et al, (1996), there 

arc several economic factors that must be considered by tour operators. These factors 

include inflation, business cycle, interest rates. provision of employment, productivity 

and profitability. 

Inflation relates to price stability, and is an important part of the economic landscape. 

Inflation is described as a continual rise in the generic price level. Business cycle 

involves the pattern of expansion and contraction of economic activities around a 

long-term growth tendency. Interest is the price paid for money. The level of interest 

rates is largely determined by the demand for and the supply of funds. Both current 

and expected interest rate levels are important, since these have a marked influence on 

the cost of capital as well as on the expected minimum return on capital (Kourteli, 

2005). Unemployment is one of the biggest problems in the Kenyan economy. 

Unemployment in the active population has enormous social implications. Crime is on 

the increuse and is a problem not only for home-owners but also for the business 

community (Sindiga, 1999). Unemployment and its consequences influence every 

tour operator. Management must adapt its employment policy accordingly to ensure a 

fair dispensation for both employer and employee. Even though productivity and 

profitability are not synonymous there is a strong relationship bet~veen thc~e two· 

phenomena. If productivity increases, profitability should also increase. Increased 

productivity enables the tour operator to compete better in the market. 
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2.2.3 Social-cultural cn\'ironmcnt 

Socio-cultural environment reflects the demographics of the market and the social and 

cultural aspects that influence the market (Swarbrooke & Horner, 1999). The social 

environment is important because of the products, services and standards of conduct it 

determines for the society, which it is likely to value. The social environment is where 

people's lifestyles, habits ami value. arc shaped by the culture, therefore making 

certain demands on the husinl'ss. ·rIlls envirmunent affects management indireclly 

through pL'(l)lle a, consutm'ts and a. employees, such that its ultimate effect on the. 

strategy of tiH: business shouiJ not be undetestimated (Swarbrooke & Horner, 1999). 

According to ~layo & Jarvis ( 1981 ), the emphasis in many consumer lifestyles have 

shifted from cost to time as the premium asset, with working mothers, single 

households, commuting and television all contributing to the limited time available. 

Therefore today's generation is growing up in an environment driven by convenience. 

1 he expanding choices allow consumers access to wider product ranges and 

refinement of likes and dislikes resulting in a culture of customised products that 

satisfy individual needs and desires. 

Social changes take various forms. One aspect of social change is changes in people's 

attitudes, values and beliefs and includes a much greater emphasis on health and 

safety; a growing demand, increasingly backed by legislation, on the part of women 

and members of ethnic minorities, for equality of treatment and equality of 

opportunity; changing social values and attitudes affect people's lifestyles and hence 

such things as their purchasing habits and patterns (Swarbrooke & Horner, 1999). 

According to Mayo & Jarvis ( 1981 ), there arc I\VO elements of the changing social 

cnviromncnt of tour operators' clients. namely, changes in values, where values are 

the mental representations of important life goals that clients are trying to achieve and 

these values arc relatively enduring; and changes in lifestyles, which is a summary of 

patterns in which people live and spend time and money. The lifestyles of people 

change more rapidly and are measured on the basis of activities. interests and opinions 

of people. 
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2.2.4 Physical environment 

Physical environment refers to the physical resources that people need to support life 

and development, such as water, air, climate, the oceans, rivers, and forests (Font & 

Carey, 2005). The physical envinmment incluucs the availability, conservation, 

improvement anuuttlisation of the limiteu natlll,ll resources a country possesses. The 

business obtains its taw materials ftom the physical environment in order to place a 

product on the market in ctHnhination \\lth other factors of production. The shortage 

of baste factors of pwduction influences the supply of goods/services and contributes 

to large price increases anJ resultant high innation (Font & Carey, 2005). 

Natural enviromncnt i one of the areas that has received a lot of interest in relation to 

tourism development. Several studies have tried to prove the existence of green 

tourists and understand their behavior, but there is "relatively little empirical 

research" that has successfully done so. A BATLeisure Research Institute study done 

in 1993 claimed that seven out of ten criteria for a quality holiday related to the 

environment (Swarbrooke & Horner, 1996). 

Swmbrooke and Horner ( 1996) also note that a study conducted by tour operator TUI 

in 1995 demonstrates the interplay between five ecological criteria (including 

environmental situation, landscape, and seawater quality) and client satisfaction. 

According to a recent lpsos-RSL study ( 1999), 45% of British overseas tourists stated 

they were more likely to book a holiday with a company with a written guarantee for 

good working conuitions, environmental protection, and suppon for local charities in 

the destination area. Of British overseas tourists, 21% stated they would be willing to 

pay 5% more for their holiday if they were presented with such a written guarantee. 

Consideration must be given to different and more sophisticated methods of 

production and even reorientation in marketing thinking. Each tour operator should 

have a clear policy regarding its responsibility for the most judicious utilisation and 

conservation of the physical environment (Font & Carey, 2005). 

2.2.5 Political-go\'crnmental or institutional crwironmcnt 

The political environment, according to Freeman (1984) comprises those elements 

that are related to governmental affairs. Examples include the type of government in 
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existence, governmental attitude towards \'arious industries, lobbying efforts by 

inLerest groups, progress toward the passage of laws, platforms of political parties and 

sometimes the predisposition's of candidates running for office. 

Sanderson, ( 1998) states that political changes arc occurring at every level, namely 

global, regional, national and local. The political-governmental environment can 

create both oppottunitics anJ thtL'ats for tour operators. Firstly to create oppmtunities 

for tour operators, by establishing open international markets and secondly, providing 

threats such as govet nmcnt influences. 'I our operators should anticipate these changes 

in order to cstabli h the functioning and future of their business. 

2.2.6 International environment 

The world we live in today is an international or global dimension to each of the 

macro-environment (Atamer, et al., 1993). May, et al. (2000) has identified six key 

areas that have a direct impact on a business' understanding of the international 

business environment, namely, success and failure in understanding the business 

environment; the changing nature of the international business environment; the 

competitive factors influencing the business environment; the need for general 

environmental scanning; systemising the search for international business · 

opportunities; and the key factors driving the competitive environment. 

Tour operators should address these key issues and gather relevant information to 

facilitate market and competitor analysis as a basis for strategic planning and strategic 

formulation as part of effective international management. They should always be 

aware of international economic trends like inflation, recession and shortages of 

resources as well as international political developments (Atamer, et al., 1993). 

2.3 Micro-environment 

Micro environment consists of actors in the company's immediate environment 

including suppliers, distributors, customers and competitors. The micro (or market) 

enviromnent has more immediate impact on an organisation and there is greater 

potential for the organisation to influence the nature of this environment. The internal 

environment is also important since it constrains/determines what is possible for the 

organisation (Kotler, J 999). 
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2.3.1 Competition and competitive advantage 

There is continuing interest in the study of the forces that impact on an organisation, 

particularly those that can be harnessed to provide competitive advantage. The ideas 

and models which emerged during the period from 1979 to the mid- l980s (Porter, 

1998) were based on the idea that competitive advantage came from the ability to earn 

a return on investment that \\CIS better than the average for the industry sector 

(Thurlby, 1998). 

As a general lllk. all businesses seck to be competitive 111 terms of costs, in 

minimising 1 isks. am! maximising conveniences and amenities (Kotler et al., 1993). A 

useful framework fm the a sessmerlt of competition and to identify a competitive 

advantage fur positioning purposes. is called a S11·ot-analysis, which stands for 

str cngths. wLakncsses opportunities and threats (Middleton. 1994 ). Strengths are 

identifiable characteristics that a tourism busines has more of, or does better than its 

competitors or other forms of tourism. 

Competitive advantage generally lies in doing things better than a competitor. 

Location, a distinctive or exotic natural environment, architectural style, customer 

service, a well-recognised brand name or a favourable consumer image, brand loyalty 

and cost advantages may also be a source for a competitive advantage and become 

strengths. Some competitive advantages may be quickly ruled out because they arc 

too slight, too inconsistent with the company's profile or too costly to develop (Kotler 

et al., 1993). Strengths arc often matters of perception rather than fact, and marketing 

research may be necessary for identification. Once identified as- a competitive . 

advantage, strengths become a basis for product differentiation and competitive 

positioning, and can be promoted to potential clients. Internal weaknesses must also 

be identified so that management can take steps to remove them or minimise their 

impact. Opportunities and threats may arise from shifts in the external environment 

and calls for a reappraisal, so that the opportunities can be exploited and the threats 

eradicated. 
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2.3.2 Porter's J<'iyc Forces Analysis 

Porter's Five Forces analysis deals with factors out<>ide an industry th;t influen~e the · 

nature of competttion \\ ithin it. th t.! f01ccs inside the industry (microenvironment) that 

influence the way in which firms compete, and . o the industry's likely profitability is 

conducted in Potter's ftw fprccs modL'I. A business has to understand the dynamics of 

its industt y aml mar kcts in order to tom pete effectively in the marketplace. ~orter 

( 19R0) tic fined the ft'll'L'S '' hich dt ivc cnmpctition. contending that the competitive 

environment is created by the interaction of five different forces acting on a business. 

In addttion to tivalry among existing firms and the threat of new entrants into the 

mat ket, there arc also the forces of supplier power. the power of the buyers, and the 

threat of substitute products or services. Porter suggested that the intensity of 

competition is determined by the relative strengths of these forces. 

The original competitive f01ces model. a proposed by Porter, identified five forces 

which would impact on an organization's behaviour in a con1petitive market. These 

include the following rivally between existing sellers in the market, po\\'cr cxc1ted by 

the customers in the market, impact of the suppliers on the sellers. potential threat of 

new sellers entcting the matkct, and threat of substitute products becoming available 

in the market. Understanding the nature of each of these forces gives organizations the 

necessary insights to enable them to formulate the appropriate strategies to be 

successful in their market (Thurlby, 1998). 

The intensity of rivalry, which is the most obvious of the five forces in an industry, 

helps dete 11 nine the extent to which the value created by an industry will be dissipated 

through head-to-head competition. The most valuable contribution of Porter's "five 

forces" fran,lework in this issue is the suggestion that rivalry, while important, is only 

one of several forces that determine industry attractiveness. It is most likely to be high 

in those industries where there is a threat of substitute products; and existing power of 

suppliers and buyers in the mat ket. 

Both potential and existing competitors influence average industry profitability. The 

threat of new entrants is usually based on the market entry barriers . They can take 

diverse r01 ms and are used to prevent ·an influx of firms into an industry whenever 
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profits, adjusted for the cost of capital, rise above zero. In contrast, entry barriers exist 

whenever it is difficult or not economically feasible for an outsider to replicate the 

incumbents' position (Porter, 1980; Sanderson, 1998) The most common forms of 

entry barriers. except intrinsic ph)sical or legal obstacles, include economies of scale, 

for example, benefits associated with bulk purcha ing; cost of entry, for example, 

investment into technology; uistnbution channels, for example, ease of access for 

competitors; cost advantagL\ not related to the size of the compan~, for example, 

contacts and c. pnti:c: gon'rnmcnt lcgic;lations, for example, introduction of new 

law<; might \\Cakcn company's compctrtivc position: differentiation, for example, 

certain brand that cannot be copied 

The threat that substitute products pose to an industry's profitability depends on the 

relative price-to-performance ratios of the different types of products or services to 

which customers can turn to satisfy the same basic need. The threat of substitution is 

also affected by switching costs - that is, the costs in areas such as retraining, 

retooling and redesigning that arc incurred when a customer switches to a different 

type of product or service. 

Buyer power is one of the two horizontal forces that innuence the appropriation of the 

value created by an industry. The most important dctenninants of buyer power are the 

size and the concentration of customers. Other factors are the extent to which the 

buyers arc informed and the concentration or differentiation of the competitors. 

Kippcnbergcr ( 1998) states that it is often useful to distinguish potential buyer power 

from the buyer's willingness or incentive to use that power. willingness that derives 

mainly from the "risk of failure" associated with a product's usc . ll1is force is 

relatively high where there a few, large players in the market. It is also present where 

there is a large number of undifferentiated, small suppliers and low cost of switching 

between suppliers. 

Supplier power is a mirTor image of the buyer power. As a result, the analysis of 

supplier power typically focuses first on the relative size and concentration of 

suppliers relative to industry participants and second on the degree of differentiation 

in the inputs supplied. The ability to charge customers different prices in line with 

differences in the value created for each of those buyers usually indicates thJ.t the 
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market is characterized by high supplit:r JlO\\'Cr and at the same time by low buyer 

power (Porter, 1998). 

In the case of tour ism industr). the collccti' c strength of these five forces determines 

the ultimate profit potential of the 111duc.try. Just as every industry has an underlying 

structure, or a set of fundamental economic and technical characteristics, that gives 

rise to these competitirc forces (Poncr. 1985), tourism industry strategists wanting to 

analyze the position of their company, have to !cam what makes the environment tick , 

because firms can influence the five fmccr; with their strategies. 

2.4 Marketing Responses in a Dynamic Tourism Industry 

Marketing is a vital ingredient to the success of tourism, and with a global market 

place with hundreds of destinations competing for arrivals, any mar~eting ini(iative 

must be strategic, well planned and researched and targeted to the best possible 

audience (Sanderson, 1998). For a developing world destination. carrying out cost 

effective marketing is a genuine challenge. 

Marketing brings the five major sectors of the tourism industry together, namely the 

market demand in the area of origin, the product supply at the destination, the 

transpollation or physical access to destinations, the distribution organisations, and 

travel organisers ((Font & Carey, 2005). A marketing mix may be defined as the 

mixture of controllable marketing variables that the organisation uses to pursue the 

sought level of sales in the target market. The four basic controllables are the product 

formulation according to the changing needs of target customers; pricing which is 

used to manuge the volume of sales; promotion to make potential customers aware 

and favourably disposed towards buying it; and place which includes the location of 

the facility and all the points of sale that provide access to the product to prospective 

customers. Each of these contains many sub-elements and Middleton {1994) is of the 

opinion that people, physical evidence and processes actually are integral clements of 

the product. Middleton consequently encourages the usugc of the tenns product-mix, 

promotion-mix and so forth, as opposed to the usage of an extended marketing mix. 

Kotler et al. (2003) share this view and believe that the four Ps offer an adequate 

framework into which the differences between product and services marketing can be 

incorporated. 
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Tourism is composed of complex products. including different syndicated parts 

offered by very heterogeneous actors. Furthermore, the 'tourist experience' is created 

in relatively small geographic areas known as clusters defined as geographic spaces in 

which the entire tourism experience tak.e place' (WTO. 2001). Thus, tourism is a 

system in itself, the compctirivcnc , of which depend on how its constituting parts, 

interact and intcnelatc to deliver the best value for money for irs tourists. Breaking 

this system into parts and as UJning that the ''hole is the sum of its constituting parts 

mean that if a tourist consumes different products and remains unsatisfied with only 

one of them, overall it is satisfied. However, in reality it is not true. It could happen 

that the un-satisfaction with only one product, or piece could undermine the overall 

tourist experience and satisfaction level. The tourists overall impression depend in its 

experience with all products, services and attractions as a whole, and is a matter of 

system dynamics, of how good and efficiently different pans interrelate and interact 

to cope with complexity and uncertainties. This means that much of an individual 

tourism business' potential to achieve growth lies outside the power and the influence 

of the single company. Thus, a successful tourism area is the one that gives the best 

value for customers as a whole system (Kotler et al., 2003). 

Conventional, traditional approaches that have prevailed in the tourism product 

management and marketing are being increasingly considered unable to give 

directions for organizations to cope with uncertainty and unpredictability of the 

future. In traditional approaches the concepts of control and predictability have 

reigned. The competitiveness is based on having an advantageous situation in respect 

to sornc of the main macroeconomics factors like sa lary costs, interest and exchange 

rates, and/or other comparative advantages such as the abundance of natural resources 

for tourist attractions (WTO, 2001). Traditional management techniques are based on 

the principle that organizations could be viewed as machines and as such, its 

components patterns and behaviors could be understood and predicted, by breaking 

down the whole in its parts. 

The growing environmental complexity and dynamism, the explosion and use of e

cornrnerce and e-business models generate major impacts for tourism businesses and 

its competitive positioning strategies. The general trend of almost all tourism firms is 
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the move toward the creation of business-to-business, business-to-consumer 

marketplace offering a medium to establish direct relationships among suppliers, 

consumers and intermediaries in every level (Wolpert, 2002). A lot of new online 

travel businesses have emerged recently such as Expedia, Orbitz, Online Destinations 
' 

Travelocity to provide direct, eas), comcnicnt. online travel access and reservation as 

well as to enable distressed 111\cntory to be di1.tributcd efficiently. 

These developments are mostly a rcspon<;c to the new paradigms that characterize the 

context and which thrust for a rcin,·ention of traditional modes of managing, 

producing, mar J...eting and distributing tou11 sm products/services. The new paradigms 

arc focusing on a customer driven orientation and 'Trust based marketing' instead of 

cost efficiency orientation and 'Push marketing' initiative. Hierarchical structures 

characterized by internal productive efficiency, functional rationality, 

departmentalization, management by rule and mandate arc being replaced by network 

organization characterized by flexibility, innovati,·c entrepreneurship and 

organization learning. These new paradigms require new ways of looking at things 

and offer a radical transformation of the prevailing marketing and managerial 

orientations in order to achieve best producti\'ity and most profitable practice 

(Sanderson, 1998 ). 

New technology has opened routes to a more cost -effective generation of inquiries, to 

convert awareness and interest into bookings. and secure repeat business. 

Computerised database technology and the need to know more about customer 

profiles and needs, as well as the necessity to establish a competitive-advantage has 

shifted the emphasis in marketing toward direct response strategies in order to achieve 

sales volume. Direct response marketing can obtain customer loyalty through 

customer care and service, and by building a relationship centred on the customer 

rather than the product. It involves direct communication between the firm and 

consumer and often includes direct mail, telephone selling and travel exhibitions, but 

is more than direct selling (Middleton, 1994). 

It is not feasible for a marketer to appeal to an entire market or to develop an offering for 

each buyer. Marketers therefore seek to group or segment buyers who share similar 

needs. Once a mal ket segment has been decided on and targeted, the product offering 
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needs to be positioned in the eyes of the conc;umer. Segmenting, targeting ~nd positioning 

are a series of steps that are interrelated. The positioning may be based on the features or 

benefits of the offering, the user categor). or against existing competitors (Kotler et al., 

2003 ). If an organisation wants to establi . h a clear image in the minds of its customers, it 

first needs a clear image in its own mind of\\'hat it \\ants to portray. The whole marketing 

mix then has to be devised to Cl)I1111Hrnicatc this distinctive strategic position in the 

marketplace. This includes a pwduct formulation ami augmentation to provide and 

enhance customer satisfartion \\ ith the best quality of experience that the resource base 

affords. One underlying theme or idea hac; to be identified from the product formulation 

to encapsulate the rcstnuce bac;e and the experiences it sustains. However. it will only 

succeed if the image is based on a competitive advantage that will benefit the target 

market and makes a tourism business stand out from competitors. The purpose of creating 

an image, or branding. is to differentiate products (Sanderson, 1998). A tour operator's 

positioning decision will also determine who its competitors \Viii be. since product 

formulation is directly related to price (Middleton. 1994 ). The theme must form the basis 

for positioning the attraction and the benefits it offers in all marketing communications 

aimed at prospective visitors. 

The approach to cope with tourism industry turbulence and uncertainty may differ by 

the extent to which the environment is stable or dynamic, and also by extent in which 

it is simple or complex (Sanderson, 1998). Marketers will respond by aligning their 

marketing plans and strategies to respond appropriately to the changing uncontrollable 

environment. A marketing plan is a dynamic document that needs continuous revision as 

relevant environmental and internal factors change. and should be used as a platform from 

which a management style emerges (Kotler, 1999). When an issue is detected, there are 

generally six ways of responding to them; (I) opposition strategy - try to influence the 

environmental forces so as to negate their impact - this is only successful where the 

industry has some control over the environmental variable in question (2) adaptation 

strategy _ adapt marketing plan to the new environmental condition~ (3) offensive 

strategy_ try to turn the new influence into an advantage. Quick response can give a 

finn a competitive advantage (4) redeployment strategy - redeploy finn's assets into 

another industry (5) contingency strategies - determine a broad range of possible 

reuctions, for instance, find substitutes (6) passive strategy - no response, study the 

situation further. 
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Tourism operators who wish to gro'' their businesses can choose between four basic 

strategic objectives, namely: rnarJ...ct penetration (selling more of existing products in 

existing markets). entering new rnarJ...cts or t,:ellgraphical areas. develop new product 

offerings for the existing market. or di\'crsific.llion (selling new offerings in new 

markets). ·r he main con~ider at ion "hen entering a new market is wiiether the~e is 

willingness or a need on the part llf the customers to buy the product. It all boils do\\-11 to 

whether one can genemte innHne and how much by'' hen (Sanderson, 1998). 

2.5 Summary of Literature Hc,·icn 

As has been observed in thrs review, firm's business environment consisting of three 

interrelated sets of factors - macro, industry and operating environments - play a 

principal role in determining the opportunities, threats and constraints that the firm 

faces. It has also been noted that the forces in the external environment are so 

dynamic and interactive that the impact on any single element within the three sets 

cannot be wholly disassociated from the impact of other elements. Thus, this study 

considers main variables within the three set of the business environment in order to 

come up with a more complete picture of marketing responses to a dynamic tourism 

environment. 

Conceptually therefore, this study looked at the independent variables (found in the 

business environment) and how they influence the dependent variables (marketing 

mix) of tour operators to determine success or failure of their operations and overall 

competitiveness. 

For the purposes of this study, principles of strategy and marketing have been 

integrated since the two fields are interrelated, in order to understand better how 

changes in the business environment affects the tour operators' sub-sector. 
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CHAPTER THREE 

HESEARCII I\IETIIODOLOGY 

3.1 Uesearch Design 

The research design for thi<; stud) is a descriptive one. A descriptive research is a type 

of conclusive research that has its major objective as description of something 

(Malhontra, 19%). According to Cooper and Schindler (2003) such studies aim at 

determining answers to the question<; of \\ho, ''hat. when, how, why and where. A 

descriptive research auns to dcscrrbc phenomena associated with a subject population 

or to estimate proportions of population that have certain characteristic-s. This is the 

focus of the proposed study. 

3.2 Population nf the Study 

The population of interest consists of all tour operators based in Nairobi who are 

members of Kenya Association of Tour Operators (KATO). The number of the 

companies according to KA TO (www.katoJ..cn) a/katornernbers.asp) is well over two 

hundred. 

3.3 Sample Design 

The sampling frame for this study is the list of membership of tour operators available 

from KA TO. A sample was drawn using stratified random sampling procedure. 

KATO has grouped its members into six major categories (A to E, and Associate) 

dcpcnuing on their gross annual turnover Ill the Association 

(_www. k;ttokcnya/katomcrnbcrs.asp). 

The following are the categories currently in usc: Category "A"- All members with a 

gross annual twnover exceeding United States Dollar (US$) 1.7Million; Category 

"B" _All members with a gross annual turnover exceeding t)S$1.1Million but below 

US$!. 7Million; Category "C"- All members with a gross annual turnover exceeding 

US$570,000 but below US$1.1Million; Category "D'' - All members with a gross 

annual turnover exceeding US$140,000 but below US$570.000; Category "E" _All 

members with a gross annual turnover of not exceeding US$ 140,000; Associate_ All 

new members who arc yet to complete one full year in membership. 

For the purposes of this study, these categories were used as basis for stratification. 
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A sample size of 70 was used for thi<> study. Cooper and Schindler (1998) concur that 

a sample size of 30 and above is considered representative of the population for the 

purposes of data analysis ami generalization . 1 he sample was chosen using 

proportionate stratified sampl111g from each of the appropriate strata as shown in the 

Table 3.3.1. 

Table J.J.l Population and sample ~i1e of tour operators 

Category Population (N) % of total Sample (n) 

A 24 I I 8 

n 10 5 3 

c 15 7 5 

D 42 19 14 

I~ 83 38 27 

Associate 42 19 14 

Totals 216 100 70 

3...1 Data Collection 

Survey method was used to collect the pertinent pr irnary data for this study. Data was 

collected using a semi-structured questionnaire that consists of three parts. The 

questionnaire contained both open ended and closed ended questions. The 

questionnaire was divided into three parts. Part A dealt with general company 

classification questions. Part B had questions that relate to tourism environmental 

changes while Part C dealt with impacts on marketing mix variables and strategic 

responses . 'Drop-and-pick up-later' method was used. Respondents were either 

managing directors or marketing managers or their equivalents. The researcher 

administered one questionnaire in each tour company. 

Pilot testing was carried out prior to the full data collection phase in order to eliminate 

any incon~istencies and to improve quality of the questionnaire. 

3.5 Data Analysis 

The data was analyzeu using descriptive statistics namely frequency distributions, 

mean scores, percentages, graphs and bar charts. 
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CHAPTER FOUR 

DATA ANALYSIS, FINDINGS AND DISCUSSION 

4.1 Introduction 

This chapter presents an analysis of the d,lla collected. It also presents and discusses 

the findings of the study. The findings hare been sumrnari ed in percentages and 

mean scmcc; amJ hare been Jlll'Sl'nted h) use of tables and graphs. In analysing the 

data, where approprrate. thL' researcher has crH.lcavomed to compare findings between 

the different strata rn order to explain the differences or similarities observed. 

4.2 Smnplt• Hcsponsc Rate 

The questionnaires were distributed on a 'drop and pick up later' method. Some 46 

out of the target sample of 70 responded. This represents a response rate of 65.7% 

(Table 4.2. J ). The rate was considered adequate representation of the popu lation for 

the purpose of making conclusions. This is also adequate response given that the 

survey was conducted during the peak season in tourist arrivals in the country. 

Tahle 4.2.1 Response rate per category 

r---

Category Population (N) Sample (n) Actual returned - % 

A 24 8 5 63 

B 10 3 2 67 

c 15 5 3 60 

J) 42 14 9 64 

E 83 26 16 62 

Associate 42 14 II 79 

Totals 216 70 46 394 

Mean response rate 65.7 

Source: Hescarch data 

4.3 General characteristics of respondents 

The researcher wanted to establish the general characteristics of the tour companies in 

each category. The characteristics included age; form of ownership; whether the tour 

companies have associated companies or branches in Kenya and abroad; and the 

products and services offered by the various tour companies. The finuings are 

presented in tables 4.3.1a, 4.3.1b, 4.3.2 and 4.3.3. 
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Table 4.3.1a: Age of the tour companies 

Category Respondents OYer 20 10 to below Below 10 yrs Total 

(IIi) yrs 20 yrs (%) % 

(%) (%) 

A 5 80 20 0 100 

B 2 50 50 0 100 

c 3 33.1 66.7 0 100 

f..--- - (} - ---- -- ---

D 9 33.3 66.7 100 

- - --
E I (l () 6.3 93.7 100 

--· - -- - -
Assodatc II () 0 100 100 

-
Soun:e: Research data 

Table 4.3.1 b: Ownership the tour companies 

Category Respondents Foreign Local Both foreign Total 

(ui) (%) (%) and local % 
(%) 

A 5 40 40 20 100 

ll 2 50 50 0 100 

c 3 33.3 66.7 0 100 

D 9 22.2 66.7 11.1 100 

I~ 16 6.3 81.3 12.5 100 

Associate II 18.2 81.8 0 100 

Source: Research data 

As shown in Table 4.3.1, the age of the companies was found to correspond with the 

stratum in which the companies are placed. Most of the oldest companies were found 

in category A while majority of the newest companies were found in category 

'Associate'. 

Half (50%) of the companies in category A are foreign owned or have a bigger 

pc
1
ccntage of their ownership outside Kenya . This percentage decreases significantly 

within the other categolies such that 81.8% of category 'Assoc iate' are actually 

locally owned. 
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Table 4.3.2 Branch Network/Associate companies 

Category Respondents In Kenya Outside No branch/ 

(ni) (%) Kenya Associate 

( % ) (%) 

A 5 100 100 0 
~--- -· -

B 2 100 100 0 

c 3 66.7 33 .3 0 

----- --
D 9 55 .6 22.2 22.2 

I~ 16 43 .8 31.3 18.8 

-
Associate 11 36.4 27 .3 45.5 

Source: Research data 

Findings in table 4.3 .2 show that all the companies in category A and B have branches 

or associated companies both in Kenya and outside Kenya. This varies within the 

categories and it is observed that the number of companies with branches decreases 

towards category 'Associate'. 

The main products and services offered by the tour operators are shown in table 4 .3.2 

below; 

Table 4.3.3 Percentage of operators in various categories offering each service 

A 8 c D E Associate 

(%) (%) (%) (%) (%) (%) 

~ 
5 2 3 9 16 11 

Se 

Tours & safaris planning 99 98.7 92.7 94.6 85.6 78.4 

llotcl Bookings 90 87.4 82 .6 78 .3 60.8 45 

Transport 86.4 79.8 90.6 94.8 96.4 lOO 

Inbound & outbound charters 88.7 84 .6 78.4 56 50.8 45 .5 

Car hire 40.8 45 58.4 60 5 79 95.8 

Meetings, incentives, 98.4 95.6 88.4 75 .6 70.4 50.6 

conferences and exhibition 

(MICE) 

Source: Research data 

The results in Table 4 .3.3 show that most firms in category A to D arc involved in 

tours and safari planning, MICE, hotel bookings and inbound and outbound charters 

services. Th.osc in category E and 'Associate' are mostly invol ved in transport and car 

hire . This may indicate that the companies in categories E and 'Associate' also serve 

the other categories in providing transport and car hire services, besides sourcing for 

their own clients. 
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4.4 Markets served by the tour companies and competitiveness in the market 

All the companies surveyed serve both domestic and fore ign markets . In accessing 

these markets, the companies were asked to state their vie\v on the leve l of 

competition in the markets scrvcu. In tctms of competitiveness, all the companies 

chose only two options, i.e. compct ittvc anu \ Cry competitive. 

Table 4.4.1 Level of compctitinness of the market sencd 

Cat(' gory i{(.'SJHmdenls Ver)' compclitivc ( % ) Competitive (%) 

(ui) 

A 5 80 20 

B 2 100 () 

c 3 66.7 33.3 

D 9 66.7 33.3 

E 16 75 25 

Associate II 63 .6 36.4 

Source: Hesearch data 

Figure 4.4.1 Competitiveness of the market 

A 8 C D E Associate 

Company category 

Source: Research data 

Total 
% 

100 

100 

100 

100 

100 
100 

0 Very Competitive 
• Comoetitive 
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4.5 Information on mission statement and marketing strategy 

The respondents were asked to state whether their companies have mission statements 

and marketing strategies. All the companies surveyed have marketing strategies. Also 

all companies in categories A to D have mission statements. Only 60% of companies 

in category E and 35% in 'Associate' category have mission statements. 

All the companies su1 vcycd indicated that they have felt the need to review their 

marketing strategies. The 1casons given for reviewing arc given in Table 4.5.2 below; 

Taule 4.5.2 Reasous giHn by tour operators in each category for re~·iewing 

marketing strategy 

A H c D E Associate 

(%) (%) ( ('10) (%) (%) ( o/o) 

~tli) 5 2 3 9 16 11 

R 

To accommodate more 60 3~.6 50.5 70.6 74 72.8 

business in the same line 

or operations 

EnteJ into new business 80 78.5 64 63 60.4 40 

lines 
To imp1ove on client 88.8 76.8 82.6 85.6 90.4 89.8 

inflow 
To increase sales volum~s 90.5 89.7 90 94.5 92 95 

To address competition 95.4 65 34.8 20 5 0 

from other destmations 

To 1ectify previous 30 20 50.6 34.6 25 15.5 

failures 

Source: Research data 

The findings in table 4.5.2 indicate that increase in sales volume is one of the major 

reasons for reviewing marketing strategies, with mean percentage of 92. The need to 

improve client inflow also scored highly at a mean percentage of 85.7. Although the 

need to address competition from other competing destinations like South Africa, 

Namibia and Botswana scored quite low (a mean % of 36.7), it eemed to be among 

the strongest reason in the 'Associate' category with a percentage of 95.4. This 

implies that coinpanies in category A are more concerned about the competitiveness 

of Kenya as a destination than those in the other categories. 1lte reason could be 

linked to the nature of products/service they offer which as earlier observed are more 

to do with tours and safaris planning. 
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The findings also show that more than 60% of the companies that have mission 

statements felt the need to have it regularly revie\',ed, though not every so often. This 

could be due to the reason that even though managers intend that the mission 

statement work for a number of years, cin:urnstanccs change. As such, companies 

should be prepared for some change in the mission statement. however that change 

should be a fine tuning or an evolutionary change rather than a revolutionary change. 

A mission statement is a uescription of \\hat business a company is in. As such, it 

represents the very founuation of an enterprise. Certainly, one wouldn't want the 

foundation of hi /her enterprise changing significantly from year to year. Developing 

a mission statement offers sigmficant benefits. 1l1e primary benefit is focus. Only by 

agreeing which markets to go after, which products or services to offer, can an 

organization concentrate its limited resources. A marketing manager must know 

which trade shows to attend, which mailing lists to rent, which media to consider for 

advertising. 

4.6 Performance of tour companies in the market 

When asked about their performance over the last three years, the following are the 

responses reccivcu from the different categories. 

Table 4.6.1 Performance of tour companies owr the past three years 

Category Respondents Very Good Fair Poor Total 

(ni) good (%) (%) (%) (%) 

(%) 

A 5 40 60 0 0 100 

8 2 50 50 0 0 100 

c 3 33.3 66.7 0 0 100 

u 9 44.5 33.3 22.2 0 tOO 

E 16 37.5 50 12.5 0 100 

Associate 11 45.5 36.4 18.1 0 100 

Source: Research data 
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Fig. 4.6.1 Performance of Tour operators in the market 

20 

0 1------,--J.:..:...-

Snurce: Research data 

13 c 
Categories 

D E Associate 

As can be observed from the findings in Fig. 4.6.1. most of the respondents rated the 

performance of their companies as 'very good' and 'good'. Only a small percentage 

especially on categories C to 'Associate' felt their performance was fair. No company 

felt their performance was poor. 

The respondents were asked to state the factors within their organization that 

contributed to their performance. ll1e factors contributing to the performance, in this 

case 'very good' and 'good', are shown in Table 4.6.1. 
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Table 4.6.1 Factors within the organization that contributed to 'very good' a1id 

'good' performance 

A n c D E Associate 

(%) (%) (%) (%) (%) (%) 

~(11i) 5 2 3 9 16 11 

. 
Professional and 80 0 R5.0 78 .8 70.6 76.0 79.0 

experienced staff 
High standards of service 90.0 96.4 92.0 73 .5 89.6 80.4 

Affordability and 70.6 7R.4 80.0 78.0 90.0 96.6 

flcxibilit_¥ 
Tailor-made set vices to 8R .O 84.6 78.5 85.0 70.4 68.0 

customers' rcquin~mcnts 

Highly maintained 80.6 79.2 86.0 90.0 87.5 93.0 

vehicles and investment in 

new vehicles 
Maintaining teamwork 78.7 80.6 76.2 83.4 75.6 79.0 

with drivers and clients 
Being sensitive to 90.5 88.6 87.7 92.1 86.4 85 .0 

workers' needs 
Enhanced marketing 94 .3 9l.O 87.9 90.0 87.3 84.1 

efforts through wcbsites 

Investment itl 87.0 85 .6 90.4 82.3 78.3 69.8 

technological 
advancement mostly in 
communication and office 

equipment 
Source: Research data 

Mean 
% 

78.2 

87.0 

82.3 

79.1 

86.1 

78.9 

88.4 

89.1 

82.2 

The results in Table 4.6.1 show all the factors scored over 69%. This indicates that all 

of the factors mentioned received very high consideration by the tour operators. 

The findings show a consensus by tour opetators surveyed that their performance over 

the last three years has generally been good. This observation tics with the current 

trend in the tourism sector in the country. The industry has grown significantly since 

the year 2003 and has emerged to be the biggest contributor to the country's GOP. 

Thus, in addition to the internal factors stated by the different tour companies as 

contributing to their performance, all the companies surveyed seem to have benefited 

from the general boom in the tourism sector in the country. 
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4.7 Importance of environmental factors in gaining competitive advantage 

The respondents were asked to rate various environmenta l challenges faced by their 

organization in trying to gain competitive advantage in a dynamic industry. Mean 

scores were ranked on a 5-point scale \\ith I -not impottant and 5- very important. 

Table 4.7.1 Respondents' rating of em ironmental challenges faced lly their 

organizntion in tr)ing to gain competitiYC advantage 

Attribute 
Mini- Maxi- Mean 
mum mum score 
rank rank 

Advances in infotmation communication 5 5 5 

technology which could result in a company's 

current systems being obsolete 

Need fore-business capability to market products 4 5 4.75 

locally and internationally 

Customers' increased demand for value of money 3 5 3.75 

spent 

InOation which reduces customer's ability to afford 3 5 3.75 

your products 
High interest rates increasing the cost of capital 3 4 3.5 

needed for expansion of business 

Taxation regimes and licensing too complicated 3 5 3.75 

making cost of doing business 

Poor infrastructmc (i.e. roads, air transport. rail 4 5 4.75 

transport etc.) making it expensive to operate travel 

business 
Changes in laws/regulations affecting the industry 2 5 3.75 

Feeling by the local society that tourism activities 3 5 4 

arc eroding their values and beliefs 

Changing consumer lifestyles making it difficult to 2 5 3.75 

predict their needs and wants 
Increased need for environmental conservation 1 4 2.5 

making it more costly to operate 
Climate change and its impact on wild resources 3 5 4.25 

thus decreasing the appeal of destinations 

International tctTorism and its effects on touri sm 4 5 3.5 

and travel 
Competition from other global and regional tourist 5 5 5 

destinations 

Grand !\lean score 4 

Source: Research data 

Standard 
deviation 
(std dev) 

0 

0.87 

1.66 

1.66 

1 

1.67 

0.87 

2.6 

2 

2.18 

2.24 

1.66 

0.87 

0 
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The findings in Table 4.7.1 show that genemlly all the environmental factors which 

the respondents were asked to rate arc quite significant to their operations (a grand 

mean score of 4 out of possible 5). Some of the factors according to the findings are 

absolutely fundamental, for instance, competition from other global and regional 

toLII ist destinations and advances in infm mat ion communication technology which 

could result in a company's cut tent systems being obsolete (both have mean scores 5). 

Other factors like poor inftasttucturc and need for e-business capability to market 

products locally and intemationally also tank quite highly (Mean score 4.75). Issues 

of climate change, local communities' demands. taxation regimes and multiple 

licensing tcquitement. changes in consumer atlitudes also score above 3.75. 

One variable that scored lowly was need for environmental conservation (Mean score 

2.24). The findings show that this factor received a big variability with the lowest 

ranking being recorded at I and the highest ranking at 4. A check amongst the 

categories shows that the factor received the lowest ranking in categories C to 

'Associate' (80% of the companies ranked it at 2 and below). This shows that the 

most established companies in categories A and B are more conscious of 

environmental conservation than the categories C to 'Associate'. This could be due to 

the reason that most of the companies in categories C to 'Associate' are more 

concemed with growing their revenue base and establishing their competitive 

position. 

4.8 Influence of competitive forces on company's business strategy 

Based on Porter's five competitive forces, the respondents were asked to rank the 

forces in respect of influence to their company's business strategy. Mean scores were 

ranked on a 5-point incremental scale with 1 - Least influence and 5 - Greatest 

influence 

35 



Table 4.8.1 Respondents' ranki11g of competitive forces in respect of influence to 

their company's business strategy 

Attributes 1\linimum J\laximum Mean Std dev 

rank rank score 

Direct competition with 4 5 4.75 0.87 

existing tour operators 

Potential entrants of new tour 4 5 4.25 0.87 

operators ---- --
lnlluence and power of 2 5 3.5 2.24 

customers scr vcd 

Influence and power of I 5 3 3. 1G 

suppliers of company's 

inputs 
Threat of substitutes of other 1 4 2.5 3 

forms of travel 

Source: Research data 

The results in table 4.8.1 show that direct competition with existing tour operators and 

threat of entrance of new tour operators received the highest ranking (mean scores of 

4.75 and 4.25 respectively). With increase in the number of tour opera'tors, 

competition is bound to increase resulting to reduced earnings due to reduced prices 

for product offerings. Some tour operators expressed concern that over the last few 

years, the prices charged on destination packages have significantly dropped owing to 

the number of new registered companies, which have come up with reduced prices to 

penetrate the market. 

Threat of substitutes by other forms of travel received the lowest ranking (mean score 

of 2.5). This could be due to the fact that tour operators generally depend on road 

transport to transport their clients and that the other forms of travel like rail, air and 

water arc only limited to some specific destinations in the country. Also, tour 

operators view these other forms as complementing their main form of transport, 

which is by road, as opposed to being substitutes to the road transport. 

36 



4.9 Influence of environmental factors on marketing mix of tour operators 

In view of the emerging trend "'·here every organization is aggressively striving to 

satisfy and retain current customers and also attract more potential customers, the 

respondents were asked to slate to what extent they agree with particular adjustments 

to their company's mark.eting mix in response to the challenges posed by factors in 

the business environment. Mean score were ran"-ed on a 5-point where l represents 

strongly disagree and 5 represent strongly agree. 

Table 4.9.1 Respondents' extent of agreement with particular adjustments to 

their company's marketing mix in response to the challenges posed 

by factors in the bu iness environment 

A. ProducUServicc 
1\li ni- Maxi- Mean 
mum mum score 
rank rank 

Introduction of new and unique products/services 3 5 4.5 

Building in extra features on existing products/services to 4 5 4.75 

meet customer expectations 

Attaining excellence in customer service 4 s 4.75 

Ensuring total quality in product/service offered to clients 5 5 5 

Greater investment in technology to improve quality of 3 5 4.5 

services 
Sometimes divesting from certain service Jines I 5 2.75 

Grand Mean score 4.4' 

U. Pricing 

Pricing of product by international currency due to 4 5 4.25 

inflation 
Usc of price discrimination for diffe1ent client groups I 4 2.25 

Use of discounts 3 5 4.25 

Lowering of product/service prices due to competition I 5 3.25 

Grand !\lean score 3.5 

C. Distribution 

Expansion and opening of regional offices to coordinate 4 5 4.75 

tour activities 
Formation of st(ategic alliances with other firms to 3 5 4.25 

improve distribution network for products/services 

Grand !\lean score 4.5 
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D. Promotion 
Increase in advertising expenditure 4 5 4.75 

Increase in sponsoring events I 5 3.5 

Increased expenditure on brand po itioning, public 2 5 4.25 

relations and image buildmg activities 

Increased usc of incentives and sale. promotions to 5 5 5 

achieve strict sales targets 

Grand 1\tean score 4.4 

E. Market Research Activities 

Increase in expenditure on meeting customer needs and 4 5 4.5 

satisfaction 
Increase in expenditure on understanding competitor 2 5 3.25 

strategies 
Continuous search for cost reduction without sacrificing l 5 3.5 

quality and essential features of products/services 

Investment on training and development programs for 4 5 4.75 

staff 
Increase in expenditure on strategic and marketing 4 5 4.5 

planning 

Grand !\lean score 4.1 

Source: Research data 

The results in Table 4.9.1 indicate that the respondents generally agree with particular 

adjustments to their marketing mix due to the dynamic environment in which they 

operate. All the marketing mix variables studied received grand mean scores of above 

3.5. Distribution channels (with a grand mean scores of 4.5), producUscrvicc and 

promotion (with each having grand mean score of 4.4) seem to receive a great 

attention by tour operators. This could be due to the fact that the three variables form 

the core business for tour operators. Tour companies' main activity i§ to distribute 

clients to different parts of the country and beyond. and thus they have to ensure that 

the distribution system is already in place and functioning. ProducUservice and 

promotion have also received high consideration by tour operators. It is clear from the 

findings that product quality is absolutely fundamental and has to be guaranteed. It 

received an overwhelming mean score of 5.0. Pricing received the lowest grand mean 

score at 3.5. 
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4.10 Strategic responses of tour operators 

The respondents were asked to rank various responses in order of importance in 

addressing or facing the challenges posed by the dynamic environment. Mean scores 

were rank.ed on a 5-point incremental scale with 1 representing least im~ortance and 5 

representing most important. 

Table 4.1 0.1 Respondents• rankin~ of strategic responses to dynamic 

environment 

A. PRODUCT/SERVICE Minimum Maximum !\lean Std dev 

rank rank score 

Growth and expansion of 4 5 4.5 1 

company operations 

Continued profitability 4 5 4.25 0.87 

Attaining lead in market share 2 5 3.75 2.6 

Maintaining excellent public 4 5 4.75 0.87 

image 

Maintaining a competitive 4 5 4.75 0.87 

position 

Grand !\lean score 4.4 

Source: Research data 

The results in Table 4.10.1 indicate that attaining an excellent public image and 

maintaining competitive position (both have a mean score of 4.75) are most important 

factors in addressing the challenges posed by dynamic environment. This could be 

due to the fact that tourism is highly influenced by image of specific destinations. 

Destinations cannot exist in absence of the service providers within them. Therefore, 

if the image of the service providers is affected, their ability to attract tourism 

clientele is also affected. 

Attaining lead in market share seems to have been ranked the least. A check within 

the categories shows that most of the companies in category D to 'Associate' (72%) 

ranked it below · 3. This could be due to the fact that their main focus may not 

necessarily be attaining lead in market share, but growth and expansioJl of company 

operations (80% of them rated growth and expansion of operations at 4 and above). 
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CHAPTER }i'IVE 

5.0 SUMMARY, CONCLUSION AND RECOMMENDATIONS 

5.1 Summary and Conclusion 

The focus of this research was on the mark.cting responses of tour operators to 

changes in tourism industry in Kenya. 1 he study therefore analysed how tourism 

business enviroruncnt has affected tour operators. with pecial regard to the impact on 

the marketing mix employed by tour operators. 

The study had three objectives. The first one sought to e tablish the importance of 

changes in tourism industry environment to the operations of tour operators in Keriya. 

As far as the first objective is concerned, the study has revealed that various 

environmental factors are quite important and affect the operations of tour operators 

in different ways. Some of the factors according to the findings are absolutely 

fundamental, for instance, competition from other global and regional tourist 

destinations and advances in information communication technology which could 

result in a company's curTcnt systems being obsolete. Other factors like poor 

infrastructure and need for e-busincss capability to market products internationally 

also rank quite highly. Issues of climate change, local communities' demands, 

taxation regimes and multiple licensing requirement, changes in consumer attitudes 

also ranked highly. 

The second objective sought to assess the influence tourism environmental factors 

have on tour operators' marketing mix. The findings indicate that the respondents 

generally agree with particular adjustments to their marketing mix due to the dynamic 

environment in which they operate. Distribution channels, product/service and 

promotion seem to receive a great attention by tour operators. It is clear from the 

findings that product quality is absolute and has to be guaranteed. It received an 

overwhelming rating. Pricing has received the lowest consideration, though its 

impollance cannot be underestimated given that it scored above average. 

The third objective was to identify the strategies adopted by tour operators to address 

the challenges of the tourism business environment. The findings indicate that 

maintaining an excellent public image and maintaining competitive position are most 

important factors in addressing the challenges posed hy dynamic environment. 
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Attaining lead in market share seems to have been ranked the least. A check within 

the categories shows that most of the companies in category D to 'Associate' rated it 

quite lowly. 

The study has managed to identify 'arious differences and similarities among the six 

categories of tour opcratots' studtt'U. 'I he categories differences in terms of revenue 

size show that the vat ious companies in each category arc focused on different goals 

in their operations. Gcncrally, those in category D to 'Associate' are more focused on 

growth and expansion of company opctations, while those in categories C to A are 

more geared toward maintaining the right public image. attaining market leadership 

and maintaining profitability. In terms of similatities. the study established that almost 

all the tour operators in their various categories are consciou of the need to enhance 

competitiveness as a tourist destination in view of competition posed by the emerging 

destinations, and the need for government to improve infrastructure and make it easier 

for opct a tors to do business in the country. 

Another major obsct vation in this study is the need fot company's mission to focus 

their operations. Tour companies arc currently struggling with the ever-increasing 

complexity of the environment -with finding and developing skilled employees; with 

controlling costs; with managing productivity; dealing with competitive pressures and 

the resultant cost squeeze; with an increasingly long list of govcmmcnt regulations; 

and with understanding and applying technology. Managers everywhere are 

discovering that an important part of the solution to this dilemma is focus -

concentration of resources. To achieve this focus, managers must share a common 

understanding of the very foundation of their enterprise -hence the need for company 

mission. 

5.2 Limitations of the study 

This study was done during the peak season of the tourism calendar in Kenya. Hence, 

it was not easy to get the target respondents in most of the companies. This is 

reflected in the fesponsc rate. Time and financial resources were also a major 

impediment to the researcher's ability to do a more comprehensive study, especially 

outside Nairobi. 
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5.3 Recommendations 

The results of this study show that marketing is quite critical for the success of tour 

operations in this country. Marketing strategic planning needs to be encouraged in all 

tour companies. Marketing research should al o be encouraged, especially in tour 

operators in Categories D to A sociate since these categories seemed to lag behind in 

this major marketing facet. 

Ultimately the Kenyan Govctnmcnt should review its plans towards sustainable 

tourism in the country in view of the other competing destinations. The government 

needs to review its attitude toward. tourism especially on infrastructure development, 

taxation regimes and licensing. Most tour operators expressed their displeasure in the 

way the govemment seems to be neglecting the 'goose that lays the golden eggs'. 

With proper focus and attention to small details, the government can continue to reap 

huge benefits from tourism sector. However, continued neglect could lead to loss of 

tourism clientele to other upcoming destinations like Tanzania, Mozambique and 

Botswana. 

5.4 Suggestions for further research 

This study only focused on one sub-sector in the tourism industry- the tour operators. 

A further integrated study covering the other players in the industry like the hoteliers, 

parks and museums would reveal more insights on how the environmental factors 

have impacted the tourism industry. 
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APPENDIX 1: TOUR OPERATORS QUESTIONNAIRE 

PART A: CLASSIFICATION QUESTIONS 

1. In which year was your company established here in Kenya? ___________ _ 

2. Is your company 

} Locally owned } I·oreign owned 

} Other (Please Specify) 

3. Docs your company have branche or associated companies in 

} Kenya 

} Outside Kenya 

4. Please list your mganization's main product and services 

PART B: BUSINESS ENVIRONMENT (CONTEXTUAL) QUESTIONS 

5. What markets are served by your company? 

} Domestic markets only 

} Foreign markets only 

} Both domestic and foreign markets 

6. How would you describe the leve l of competition faced by your company in this market region? 

(Please tick one) 

} Very competitive } Fairly Competitive 

} Competitive } Not competitive at all 
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7. Does your company have: 

a) A mission statement } Yes } No 

b) A marketing Strategy } Yes } No 

8. If NO to either a) or b) or both in question 7, explain briefly why 

9. If YES to question 7, have you ever felt the need to change either your mission statement or .. 

marketing strategy? 

a) A mission statement } Yes } No 

b) A marketing Strategy { } Yes } No 

10. If EITHER or BOTH your company's mission statement and marketing strategy have changed, 

please state the reason why they have had to be changed. 

11. In terms of achieving your business or marketing goals, how would you rate the performance of 

your company over the last three years? 

} Very good } Good } Fair } Poor 

12. Which factors within your organization have conttibuted to the above perfonnance? 
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13. As organizations strive to gain competitive advantage in a dynamic industry, it will encounter 

various environmental challenges. I'n view of this, how would you rate the following 

environmental challenges faced by your organization? 

(Please use a scale of 1-5 to rate, where 1. Not important 2. Least Important 3. Neutral 

4. Important 5. Very Important) 

1 2 3 4 

Advances in information communication technology which could 

result in your current systems being obsolete 
--

Need fore-business capability to market products intemationally 

Customers' increased demand fur value of money spent 

Inflation which reduces your customer's ability to afford your 

products 

High interest rates increasing the cost capital of capital needed for 

expansion of business 

Taxation regimes and licensing too complicated increasing making 

cost of doing business 

Poor infrastructure (i.e. roads, air transport, rail transport etc.) 

making it expensive to operate travel business 

Changes in laws/regulations affecting the industry 

Feeling by the local society that tourism activities arc eroding their 

values and beliefs 

Changing consumer lifestyles making it difficult to predict their -

needs and wants 

Increased need for environmental conservation making it more 

costly to operate 

Climate change and its impact on wild resources thus decreasing 

the appeal of destinations 

International tcrTorism and its effects on tourism and travel 

Competition from other global and regional tourist destinations 

Other (Please specify) 

5 
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14. Please indicate below how the following competitive forces have influenced your company to 

change its business strategy 

(Please tick for each accurdinf? to the incremental scale f?i\ •en 1 representmg Least influence and 5 · 

representing Greatest change) 

1 2 3 4 5 

Direct competition with existing tour operator, 
--

Potential entrants of new tour operators 

Influence and power of customers you serve 

Influence and power of suppliers of your inputs 

Threat of substitutes of other forms of travel 

PART C: INFLUENCE ON MARKETING MIX AND STRATEGIC RESPONSES 

-

15. In view of the challenges posed by the environment, please rank the following responses in order 

of impo1tancc for your company (Usc the incremental scale given) 

Least important most important 

1 2 3 4 5 

Growth and expansion of company operations 

Continued profitability 

Attaining lead in market share 

Maintaining excellent public image 

Maintaining a competitive position 

16. Every organization aggressively strives to satisfy and retain current customers and also attract 

more potential customers. To what extent do you agree with the following adjustments to the 

marketing mix by your company or others in the industry in response to the challenges posed by 

the factors in the business environment? 

(Use scale of I to 5, where I represents strongly disagree and 5 represents strongly agree) 

A. PRODUCT/SERVICE 1 2 3 4 5 

Introduction of new and unique products/services 

Building in extra features on existing products/services to meet 

customer expectations 

Attaining excellence in customer service 
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Ensuring total quality in product/service offered to clients 

Greater investment in technology to improve quality of services 

Sometimes divesting from certain service lines 

Other( Please spec~fy) 

B. PRICING 
l 2 3 4 5 

Pricing of product by international cuncncy due to inflation 
-

Use of price discrimination for different client groups -

Use of discounts 

Lowering of product/service rllices due to competition 

Other( Please specify) 

C. DISTRIBUTION 1 2 3 4 5 

Expansion and opening of regional offices to coordinate tour 

activities 

Formation of strategic alliances with other firms to improve 

distribution network for products/services 

Other( Please .specify) 

D. PROMOTION 1 2 3 4 5 

Increase in advertising expenditure 

Increase in sponsoring events 

Increased expenditure on brand positioning, public relations and 

image building activities 

Increased usc of incentives and sales promotions to achieve strict 

sales targets 

Other( Please spcc~fy) 

E. MAUKET RESEARCH ACTIVITIES 1 2 3 4 5 

Increase in expenditure on meeting customer needs and satisfaction 

Increase in expenditure on understanding competitor strategies 

Continuous search for cost reduction without sacrificing quality and 

essential features of products/services 
. 

Investment on training and development programs for staff 

Increase in expenditure on strategic and marketing planning 

Other( Please speq'/)') -
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17. In view of the changes in the environment, what is your company's future plans regarding Kenya 

as a destination? (Please tick one) 

} Increase market presence 

} Maintain market presence 

} Decrease market prcscnc 

} Exit Market 

} Not sure 

18. Do you have any other comments that you may deem to be relevant to tl~s research? 

19. If you would like to receive the results of this study, please give your company contact details 

(Optional) 

Company Name 

Address: 

Email: 

Fax: 

Thank you for your co-operation. 
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APPENDIX II: DATA COLLECTION INTRODUCTION LETTER 

~~·~~~ ~~~~-~ 
~~= rl f u I I 

FACUI.J'Y OF COM~ffffi(,'E 
MBA PROGRAM- U'IWER KABElll ~1 ~ MPUS 

----------••••--- -.-~~m~~r ... a.~--c-. 
Telephone: 4184160 Ext 208 
Telegrams: "Varsity", Nairobi 

~~rel~cx~: =-~22~09~5=Va=rs~ity=-=-===== === =:=!:=-:: 

DATE ...... 2}. I P. ~./. 9. I ..... .......... . 
TO WHt9Jd.!Il!•A·Y CONCERh 

P.C•. Hox 3\J; '~ 
Nairobi, Ken)' . 

The bearer of this letter .. MB~ ..... J.U. ~ !.~C~ .... 0. ... .''jf~.U ........... ............. .. 

Registration No: . ...... P.(,f.f.J?./ .. 1.9~.1 .1.0.5. ... .. ............... ~ .......... : ....... :. 

dS a Master of Business Adm inistration (MEtA) student of the University of 

Nairobi. 

He/she is required to submit as part of his/her coursework ctssessment ~ 

research project report on a mar>agement problem. We would like the 

:;tudents to do their projects on real problems affecting firms in Kenya. We 

would, therefore, appreciat':! if you assist him/her by allowing him/her to 

.:;ollect data in your organiza·:ion for 1he re~;ea rch. 

The project is entitled: ... 1\N ... f..":!.f/ lU ~t1.~ ... J. !.~1-'?.t .. C:f .. . ~~~~~~.!!. :'!.~fr 
R".stJotJJt:.s tr rout{ tft!V17o/l.s. lu (.+tiJ,.;b£..~ tAJ -rcuRIJ'H 

...... ·········································· ······· ···· ····································· ······················ ··· 
IN D lll T R.'{ IN l< 1'- IV t /t 

The results of the report will be w;ed solel~r for academic purposes and a 

.::;opy of the same will be availed to tile interviewed orgJnizations on request. 

Thank you. UNIVEHsn y .. 

.&¥ SCHOOl or( ;_:- hJI\ IriOEll 

r - u LI SIN ES s 
V10J\ OFFICE 

... p 0 8 . ov 30 
J T KARIUKI • '· 19/ 
: • • I 1/\IROB/ 
CO-ORDINATOR, MBA PROGRAM 
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APPENDIX III: KATO MEMBERS 

1 Abercrombie & Kent Ltd C:ttt•gory A 

2 African Horizons Travel & Safaris Ltd Category A 

3 African Quest Safaris Ltd Category A 

4 African Secrets Ltd· Msa Category A 

5 Bush I lames of East 1\fric,t Ltd Category A 

6 Cheli & Peacock Ltd Category A 

7 Dodoworld (K) Ltd Category A 

8 Express Travel Group Category A 

9 Gamewatchers Safaris Ltd Category A 

10 Kenya Wildlife Trails Ltd Category A 

11 Kobo Safaris Ltd Category A 

12 Liberty Africa Safaris Category A 

13 Maniago Safaris Ltc..l Category A 

14 Mini Cabs Tours & Safaris Category A 

15 Origin Safaris Ltd Category A 

16 Pollman's Tours & Safaris Ltd-Msa Category A 

17 Private Safaris (EJ\) Ltd Category A 

18 Rhino Safaris Ltd Category A 

19 Somak Travel Ltd Category A 

20 Southern Cross Safaris Ltd / 
Category A 

21 Transworld Safaris (K) Ltd. Category A 

22 Twiga Car I lire & Tours Ltd Category A 

23 Vintage Africa Ltc..l Category A 

24 Wildlife Safari (K) Ltd Category A 

25 Across Africa S<tfaris Ltd C<ttegory B 

26 Balloon Safaris Ltd Category B 

27 Big Five Tours & Safaris Ltd Category B 

28 Ch<trleston Travel Ltd Category B 

29 Discover Kenya Safaris Ltd Category B 

30 Guerba (K) Ltd Category B 

31 Intr<t Safaris Ltd-Msa Category B 

32 Jade Sea Journeys Ltd Category B 

33 Southern Sky Safaris Category B 

34 Sunworld Safaris Ltd Category B 

35 African Expeditions Ltd Category C 

36 African Latitude (Kenya) Ltd Category C 

37 African Road Safaris Category C 

38 Best Camping Tours Category C 

39 Dallago Tours & Safaris Category C 

40 Eastern and Southern Safaris Category C 

41 Gametrackers (K) Ltd Category C 
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42 Ker & Downey Safaris Ltd Category C 

43 Kelty Tours Travel & Safaris Ltd ' Category C 

44 Kimbla Mantana (K) Ltd Category C 

45 Muthaiga Travel Ltd Category C 

46 Nature Expeditions Africa Category C 

47 Richard Bonham Saf<ui<> Ltd Category C 

48 Shoor Travels & Tours Category C 

49 Suntrek Tour<> & Tra\'cll td Category C 

50 Tusker Snfaris Ltd Ciltegory C 

51 Apollo Tours & Travd Ce1tegory D 

52 Archers Tours & Tr,l\'el Ltd Category D 

53 BCD Travel Category D 

54 Bill Winter Safaris Category D 

55 Bottger Productions & Tour<> Ltd Category D 

56 Chameleon Tours Category D 

57 Concorde Car I lire & Safaris Ltd Category D 

58 Collar Safaris Service Category D 

59 David Penrose Safaris Ltd Category D 

60 Destination (K) Ltd Category D 

61 Dominio Di Dori<mo Ltd Category D 

62 East Africa Safari Ventures Ltd Category D 

63 East African Wildlife Safaris Category D 

64 Ceo Safaris Ltd Category IJ 

65 Grant & Cameron Safaris Ltd Category D 

66 llabib's Tours & Trnvel Category D 

67 J.H.Safaris Ltd " Category D 

68 Kenia Tours & Safaris Category D 

69 Kibo Slopes & Snfaris Ltd Category D 

70 Kuldips Touring Company-Msa Category D 

71 Let's Go Travel Category D 

72 Motto Tours & Travel Ltd Category D 

73 Offbeat Safaris Ltd Category D 

74 Outdoor Expeditions Snfaris Category D 

75 Rajair Travel & Tours Category D 

76 Raylenne Tours & Safaris Category D 

77 Robin Hurt Safaris Ltd Category D 

78 Safari Seekers (K) Ltd Category D 

79 Safaris Unlimited (Africa) Ltd Category D 

80 Special Lofty Safaris-Msa Category D 

81 Star Travel & Tours Ltd Category D 

82 Texcal House Service Station Category D 

83 Tabs Kenya Golf Safaris Category D 

84 Tour Africa Safaris Category D 

85 Travel Affairs Ltd Category D 

86 Travel Creations Ltd Category D 

87 Travel 'n Style Ltd Category D 
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88 Tropica!Ureaks Category D 

89 Tropical lee Ltd ' Category D 

90 Venture Africa Safaris & Travd Category D 

91 Westminster St~ft~ris Ltd Ct~tegory D 

92 Wild Trek Saft~ris Ltd Ct~tegory D 

93 Adventure Centre Ltd- M'>t~ Category E 

94 Africt~n Jacana Safaris Category E 

95 African Tropical Safaris Ltd Category E 

96 A llamanda Safaris Category E 

97 Aloha Tours & Saf.uis Category E 

98 Amazing Tours & Tr.n ell td Category E 

99 Archer Clat k Enterpri'>es Ltd Category E 

100 1\s You Like It (Safari'>) Ltd Category E 

101 Austtalken Tours & Travel Ltd Category E 

102 A V Tours <md Saf,uis Ltd Category E 

103 Avenue Motors Ltd Category E 

104 Avenue Service Station Category E 

105 Bateleur Safaris Ltd Category E 

106 Bushbuck Adventures Ltd Category E 

107 Call of Africa S<1faris Category E 

108 Chronicle Tours & Travel Category E 

109 CKC Tours & Travel Category E 

110 Colts Travel & Tours Ltd Category E 

111 Destination Link Services Category E 

112 El Molo Tours & Travel Category E 

113 Exotic Destinations Lld-Msa Category E 

114 Feather Trails Tours & Travel Category E 

ll5 Ferrari Tours Category E 

116 Four Uy Four Safaris Ltd Category E 

117 Franz L<1ng Safaris Category E 

118 Fred link Company Lld-Msa Category E 

119 GAT Safaris Category E 

120 Going Places Ltd Category E 

121 Grand Edition Tours Category E 

122 llamcrkop Safaris Category E 

123 Haya Safaris (A) & Travel Ltd-Msa Category E 

124 Holiday Bazaar Ltd Category E 

125 llotel Adventure Travel Ltd Category E 

126 Imperial Air Services Category E 

127 lntoAfrica Eco-Travel Ltd Category E 

128 jet Travel Ltd Category E 

129 )MAR Safaris Ltd Category E 

130 Kenya Beach Travel Ltd-Msa Category E 

131 Linderberg Holidays & Safaris Category E 

132 Madukha Tours & Safaris Ltd Category E 

133 Maridadi Safaris Ltd Category E 
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134 Mathews Safaris Category E 

135 Mombasa Air Safaris Lld-Msa ' Category E 

136 Nahdy Travel & Tours Category E 

137 Naked Wilderness Africa Category E 

138 Nulty Safaris Category E 

139 On Safari (K) Ltd Category E 
--

140 Partners of Advt'nlures Category E 

141 Penfam Tours & Travel Category E 

142 Phoenix SafcHis (K) Ltd Category E 

143 Preps SafMis lnten1.1Lional Ltd. Ca tegory E 

144 Raydoll Tours & lr,l\'el Category E 

145 Safcui Line Africa Category E 
--

146 Safari Partners Kenya Ltd. Category E 

147 Safari Travel Kenya Ltd Category E 

148 Satguru Travel & Tours Services Ltd. Category E 

149 Scenic Wildlife Snf;uis Ltd Cntegory E 

150 Silver Africa Tours & Travel Category E 

151 Smile Tours & Ceneral Agencies Category E 

152 Special Camping Safaris Category E 

153 Speed bird Travel & Snf;uis Category E 

154 Sportsmen's Safaris & Tours Category E 

155 Spurwing Trnvcl & Tours Ltd Category E 

156 Taipan Vacations & Travel Ltd Category E 

157 Tamasha Africa Ltd Category E 

158 Tekko Tours & Travel Category E 

159 The Specialized Safaris Co.Ltd Category E 

160 Tor Allan Safaris Category E 

161 Travel Care Ltd Category E 

162 Travel Plaza Ltd Category E 

163 Travel Scene Services Category E 

164 Travelmart Ltd Category E 

165 Tropical Nature & Cultural Safaris Ltd Category E 

166 Tulip Travel Ltd Category E 

167 Ulf Aschan Safaris Ltd Category E 

168 Uniglobe Northline Travel Ltd Category E 

169 Unik Car I-I ire & Safaris-Msa Category E 

170 Visit Africa Ltd Category E 

171 Wild Destinations Ltd Category E 

172 Woni Safaris Ltd Category E 

173 Yare Safnris Ltd Category E 

174 Zirkuli Expeditions Ltd Category E 

175 Acncia llolidays Ltd Associate 

176 African Safari Diani Adventures- Msa Associate 

177 African Servalcat Safaris & Tours Associate 

178 Africhoice Tours & Travel Associate 

179 Ansle Tours & Travel Limited Associate 
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180 Basecamp Travel Ltd Associate 

181 Belken Adventure Safaris Ltd ' Associate 

182 Bernie Tours & Safaris Ltd Associate 

183 Bruce Safaris Ltd Associate 

184 Catalyst Travels Ltd Associate 

185 Designer Tourc; & Travel Associate 

186 East African Shuttles & Saf<His Associate 

187 Eurasian Tours & Safaris Ltd Associate 
-

188 Fin Razrl llolidays Associate 

189 Flawless Links Associate 

190 FurstenbPrg S,1f.uis Ltd Associate 

191 Go Africa Travel Co. Ltd Associate 

192 Ibis Tours and Tr,wcl Ltd Associate 

193 Incentive Travd Ltd Associate 

194 Karisia Limitrd Associate 

195 Kisima Tours & Saf,11is Associate 

196 Leading E'\prditions Safaris Associate 

197 Leboo Safari Tours Ltd Associate 

198 Long Ren Tours & Travel Ltd Associate 

199 Luca Safari Ltd . Associate 

200 Matembo Tours & Safaris Associate 

201 Menengai llolidays Ltd Ac;sociate 

202 NatureTrek Adventure Safaris Ltd Associate 

203 New Kenya Travel & Tours Safaris Ltd Associate 

204 Noah's East African Trails Ltd Associate 

205 Palbina Travel & Tours Associate 

206 PioneerTravels Ltd Associate 

207 Safaris In Style Associate 

208 Selective Safaris Associate 

209 Silverbird Adventure Tours & Travel Associate 

210 Steenbok Safaris & Car I lire Associate 

21 J Tee Off Kenya Associate 

212 Top Deck Travel & Tours Associate 

213 Travel Connections Ltd Associate 

214 Travel Shoppe Ltd. Associate 

215 Wild Times Ltd Associate 

216 Wilderness Explorer Associate 
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