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B 

The stud. looked into the responses by K n. an Ianaged Healthcare organizations to the 
challen::.es osed by the HI I IDS pand mic Specifically, the study attempted o 
i enti y the challenges the HI IDS pandem1c has presented to Kenyan anaged 
H al hcare Organizations and the strategies these organizations have developed to 
respond to th se challen~es. cross sec ional census survey of Kenyan Managed 
H althcare organizations was conducted. The population of interest was the ele en 
1 lanagcd Heal hcare Organi7.ations that were a\vaiting reg1strat1on by the Commissioner 
of Insurance. The data was collected using a structured survey quesuonna1re that was 
per onalt: administered to th CEO's lD's s '"ell as various departmental heads of 
each of the 1 fanaged Healthcare Orgamza 10ns. T' o organiz tions \ ere found to have 
recent I: c a ·ed operat1ons m Ken. a hence mne orgamzatlons \ ere operational. Only six 
r ponded o the ue tionn ire. The d t collec ed was analyzed using descriptive 
statistics li ·e proporti ns and mt:an or s 

The stud: revealed hat he m in business hallenges HI . IDS pandemic presented to 
managed hcalthc:ue or ::.aniz:nions included the high cost of treatment o HI and related 
condi 1ons. prt:: sure to ofer more s r ices to HI posnive people and tendenc) or 
d · u to treat HI ret:.~ ed condition ' llhm the context of plans m ' h1ch HI\' IS 
e eluded. Th~.: m.un strateuy employt::d by the man:.tged healthcare or~amzati ns' as the 
e clu i n of HI r~.:latcd tr Jtmcnl. Th extent of application of ti11S str:Heg_ IS howe er 
J1t"lcrcnt The high cos oftreatinJ and managmg HI tAID relat d ailments' as singled 
out as the major reason for excluding HI related ailments. 

The challenge of the h1gh cost of treatment of HIV has impltcauons on the 
recommendations of the study. 1 lanagcJ Healthcare Orgamzauons ould need t 
contmuc e:cluding HIY/AID related treatment ' hile offering med1c I plans to 
companti!S \\ 1th limited budg ts. Ho\ ever added benefits could be offered to these 
pa 1cnts. Efforts must howe er e mad~ to com·mce compamcs to extend the1r medical 
budgets in rd r o takt.: on medical plans that would co\'er HI IDS related treatment 
a this had ~real bcncfi s. 

\'Ill 



PTERO TROD C 10 

1.1 Ba k round 

1.1.1 lnf tioo 

Human Jmmunodefici ncy iru Jl infection is an infection caused by one of 

the two related retroviru 1 -1 and Hl '-2) resulting in a wide range of clinical 

manifestations varying from asymptomatlc earner states to se erely debilitating and 

fatal disorders r Jared ro defective cell mediated tmmum. (Beers. 1999). HI -I was 

idenufied m 1984 as the cause of a widespread epidemic of severe immuno

suppre ston called Acquired lmmunodefficiency yndrome (. lD ). 

HI transmission requires contact with body t1uids conta1ning infected cells or 

plasma. HI rna_ be present in an. fluid or exudates specifically blood. semen. 

vagmal ecrerions, breast milk, saliva or wound e udate. . !though theoretically 

po ible. transmis ion by saliva or droplet nucle1 produced b_ coughing or sneezing is 

e. tremel rare, tfir curs (Beers, 1999). 

Over the preceding decade, rapid changes ha e occurred in the a ail ability of service 

for, and the treatment of, persons v ith HIV infecbon, and in the characteristics of the 

population of person- newly infected' ith HI The sw1ft pace of chang mean that 

existing data on health care services to people with HIV infecrion quickJy becom 

outdated. Pohcy-mak rs in olved in fi.mding.. establishmg, de eloping. and managing 

health care programs for persons with HIV infection, as well as heaJth care providers 

the1r patients. and the patients' families. ha e a need or current mformanon about 

patterns of service delivery. 

By 2002 o er 25 million people in sub-saharan Africa were estimated to be HIV 

positive. In Kenya. the figure stood at over 1.25 million people ·ascop, 2002). This 

has had the effect of reversing previous health gains with resulrarlt r duction in life 

expec ancv from 62 years to 6 ears. This has had a negative effect in all sectors of 

society with a rremendous effect on organizations. egative effects of HIV on 

orgaruzations ha e included increased organizational costs due to higher and higher 

medical bills either di reclly for self fund d schemes or tn form of higher pr m i urns for 



those with medical insurance, reduced hwnan productivity of those infected due to 

both psychological and medical reasons, increased absenteeism of staff due to sick 

otfs, social pressure on employers to avoid ctiscrimioation against mv positive 

individuals dunng recrUitment, promotion or ensuring staff discipline, need for 

increased effort by employers to educate staff on HIV infection and many others. 

1 . . 2 lanaoed Healtbcare Organization 

Managed Healthcare is a concept of healthcare deli ery and financing where an 

enrolled population pays a fixed annual fee (capitation) to a medical provider for 

access to health services as needed (Patel, 2005). Organizations practicing managed 

healthcare are referred to as Managed Healthcare organizations CO'S). Managed 

Healtbcare Organizations take various fonns. The more common ones include, Health 

Maintenance Organizations (HMO's), Preferred Provider Organizations (PPO's) and 

Exclusive Provider Organizations (EPO's) (Thakker, 2003). 

A Health Maintenance Organization (HMO) is a company that aims to ensure health 

of its members by providing an appropriate cost effective mix of curative and 

preventative mecticaJ services for a fixed annual fee per member (Patel, 2005). The 

annual fees create a pool of funds from which the provider draws to provide its 

various services as needed. Insurance companies also create pools of funds that are 

used to pay for medical care as needed, but they do not otbeiWise manage the bealtb 

needs of their clients. Thus while insurance companies only finance healthcare, 

HMO's do both healtbcare delivery and bealthcare financing. 

A Preferred Provider or Exclusi e Provider Organization is an organization that uses a 

network of health care providers from whom members of that plan receive their care. 

Care provided by a non-member health care providers may not be reimbursed at all. 

as with EPO's or there may be a higher co-pay required when using a non-member 

bealtb care provider as with PPO s (Schouten, 1997). 

HMOs may be either open or closed panel organizations. A closed- panel HMO 

employs its health care providers, who usually are paid a salary and work full-time for 

that HMO. An open-panel HMO contracts with many physicians in the community 
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and the member may choose any one of those physicians (Scb uten, 1997). While 

many HMOs pay their health care providers a salary to work for that pJan, under 

Managed Healthcare health care providers may also be paid either a pre-negotiated 

fee for each service provided, or paid by capitation. Capitation is a payment system 

wherein the health care insurance plan or the provider is paid a fixed amount of 

mon y each month for each person enroUed in that health care plan. The health care 

provider is paid whether or not they see that individual patient. The more sick people 

that enroll with that health care provider, the Jess money they make the healthier the 

"panel." the more money they make, because they do not have to provide as much 

care. The incentive under this type of reimbursement is for the health care provider to 

provide less care, in contrast to traditional fee-for-service plans. 

Another control on cost utilized by Managed Healtbca.re plans is the use of primary 

heal th care providers as "gatekeepers.," so a specialist can only be seen if the primary 

care provider agrees to make the necessary referraL Because providing health care for 

people living with HIV may be very expensive, the rapid increase in Managed 

HeaJthcare plans may have a great impact on the quality of care available to people 

living with HIV (Reschovsky 2000). 

Looking at the locaJ scenario, by 1990 Kenyans kn w very little about HMO s 

PPO's EPO's or even TPA s (fhird Party Administrators). Traditional fee for service 

was the most common health finance system. Some employed Kenyans and their 

dependants had health insurance and went to a doctor of their choice who would then 

claim from the insurance companies. The system appeared to be consumer friendly 

but had a major flow i.e. cost. Since 1990, the average cost of a hospital bed, drugs 

and specialist doctors inpatient visits has risen by approximately 500 %. The 

consequence of this has been that the average Kenyan cannot afJord d cent care, the 

government bas been unable to manage the national healtbcare delivery system, health 

insurance premiums and out of pocket health expenses have shot up dramatically, 

there has been increased pressure on companies to provide comprehensive in and out 

patient staff medical benefits and there bas been an increase in the number of 

' Harambees to meet medical expenses. (Tbakker, 2003) 
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ht itio t this, tlte 1990 r · ry difficult c nomic time for numy 

in " } . Spira ing Infl tion rat , incr ased comp titian fr~eze by 

don ·,high un mployment rat s, ncgativ publicity 

abr d du to .urn righ s ab es, ·i ely pt blicizcd acts of t rrorism and its 

re ultant efi ts on the ourLm s tor d others led to negative economic grov.1h 

rates. 1any companies thus employed cost cutting strategies in order to survive. 

Health budgets were not spared. As many companies shopped for quality healthcare at 

affordable rates for its employees, the concept of managed healthcarc became a very 

attractive option (Patel, 2005). 

The Kenyan public health sector was also undergoing difficult times. Medical 

personnel, drugs, equipment and consumables for diagnostic facilities such as X-ray 

departments and laboratories were all in short supply. Corruption was rife in th • 

Ministry of Health and various public hospitals. In 1994 the government called on the 

private sector to assist it in healthcare delivery to the masses (Thakker, 2003). There 

':Vas thus a great demand for a viable alternative. Costs in various private hospitals 

such as Nairobi Hospital, Agakhan Hospital and Mater Hospital were out of reach for 

this clientele. The managed healthcarc concept offered a viable option. The 

introduction of cos sharing in the public health sector in the late eighties meant that 

people were paying, albeit small amounts, for a service that was not being provided as 

they e>..'pected, giv n the bureaucracy, lethargy and generaJ lack of concern that 

characterizes the public sector. There was thus the need for a viable alternative. 

The managed healthcare concept was by 1995 attracting a lot of attention in Kenya. 

The first managed health care organization to be founded in Kenya was A venue 

Healthcare, wl1ich was registered in 1995. Since then, there hag been a proliferation of 

Managed H ... althcarc organizations over the last decade. These include AAR, 

Prosperity H a:th, Re:;olution Health, Health First International, Strategies Health 

among otb~rs. Managed Healthcare Organizations have thus become a growing force 

to reckon with in healthcare financing and delivery especially in urban centers. The 

major players are Avenue Healthcare, AAR and Strategies Health. These three players 

use the H1l0 model of managed healthcare and run tbetr own outpatient clinics and 

hospitals that provide medical care to their members. (Tbakker,2003). Tbe other 

smaller .1anaged Healthcare organizations use the EPO or PPO model. 



v I gi lation~ ffecting iCO's are also F dy to ha e ru impact on the strategies 

tanaged Healthcar Or • iz.arion • d pt. F r e. ·ample. the insur nee act (Cap 487) 

was amend d on 1 cJh December 2003. Tite Commissioner of insurance was mandated 

t1 rough parliament to reb'Ulate the anaged Healthcare Industry and come up with 

ways to ensure compliance by alit CO's. TI1e amended act came into effect on 19th 

December 2004. Consequently various tco•s have applied to the commissioner of 

insurance and a' ait registration. The commisstoner of insurance published a list of 

these organizations in the Daily atioo of February 7th 2005. (S Appendix Two). 

Although tlle amended act has not been implemented, various issues such as the 

deposition of several millions of shillings into the central depository fund, tlte 

separation of health care delivery and bealthcare financing and other amendments to 

the act are likely to affect access to '·orking capital by MCO's artd d1eir ability to 

control costs thereby influencing their strategies in dealing with the HIV I AIDS 

pandemic. 

1.1.3 M naged l al care Org· niza 'ons and HIV 

Medical covers in gen ral a.Tld especially thos offered by HMO's have exclusions 

that usually include HIV/AIDS and related ailments (Tbakker,2003). However, 

increased numbers of lllV positi e people demanding meclical care, growing 

acceptance of work colleagues who are both infected artd affected, enactment of 

legis1ation against dis. rimi ation of HIV positive people, conflicting medical ethical 

positions pitting patient confidentiality against necessity to alert those at risk and 

many other related issu shave presented both business opportunities and threats for 

HMO's. 

The ability of health care policy-makers Lo stay well-informed about HIV-relzred 

services delivery is limited by the rapiclity with which the epidemic has evolved and 

complicated by \ ide variaooos in palt ms of treatment across regions of the country, 

socioeconomic groups, and systems ofhealt11 care (Schouten, 1997). 

A potential advantage o txfanaged Healthcare is that effective case management can 

be incorporated into all aspects of a person's health care. Under traditional fee-for

service plans, there is no coordination of care. To lower costs, Managed Healthcare 
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pi cmp y c· n e care ami climinal · "crlap and duplication, 

cncourag com pi" ance, and po. ibJy c OUI3gc prcvcntativ care. If a person de clops 

PCP pn umonia or any other ppo unistic infection associat d with HIV I AID , the 

health care pro 'id r and insurer l scs money under Managed J lealthcarl!. 

Consequ ntly, there is a direct financial incentive to k ep a person healthy und r 

Managed Hcalthcare plans. liMOs place a greater emphasi on prevention because 

they make more money when their m mbers are healthy. Managed Healthcare plans 

have tended to limit mental health ben fits, which can have a direct impact on the 

medical need of many people li ing with lDV I AIDS. 

Another important factor concerning Managed Healthcare for people living with HN 

is the potential restriction on physician cb ice and access to competent, sensiti e, 

well-informed, and motivated heaJth care providers (Schoutcn,l997). AdditionaJly, 

' gatekeepers ' may prevent unnecessary referrals to specialists such as, 

gastroenterologists, pulmonologists, and ophthalmologists. This 'gate-keeping' 

function is however looked upon negatively by patients who sometimes ins.st on 

being seen by a specialist for any ailment which can effectively be managed at the 

primary care level. However, this perception by the patient has to be effectively 

addressed by I O's hoping to succeed in the business arena. 

1.2 Prob em St tement 

Before the PIV I AIDS pandemic became widesprcacL many Managed Healthcarc 

Or •aniz· · ons were · ving. Using various preventive healthcare techniques, they 
I 

were able o eep their m bcrs healthy and thus costs were down. It was otherwise 

1common for MCO's to collapse. Human Immunodeficiency Virus infection and the 

result.&mt Acquired Inunune Deficiency Syndrome however proved a relatively 

expensive disease to manage due to th need for expcnsi~e Anti Retroviral therapy 

and opportunistic infections HIV positive people recurrently suffer from (Schouten 

1997). 

MCO's a.rc large y profit making o, ganizations whose main business selling point 

over other health finuncing mechanisms is the management of health needs of its 

clients so as to provide quality care at affordable rates. The high and often 
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to be a hen 

market. Ho' e r, riou a 

su ri ions to d ermin their I UV status, patient 

c tiarty I "slatio prev in dis rimination • inst HIV positi e 

pc le amOI g o rs all come into play. Indeed, various MCO's u h as Mediplu 

'edivac an Healthplan, which have not effecti ely addrc d ·orne of th issues, 

ha re ended up collap in g. 

Th HIV/AIDS infection is on of the areas that ave b n extenst ely studied 

especi lly regards medical aspects. Casado and others (2001 compared the 

changes in h alth related quality of lifi in p ti ntc; who were initiating their t1rst 

antiretroviral therapy and patients who had be n previously treated with antuetro ·iral 

drugs and who were started on Highly Active Antiretroviral Tr~atment. Few studies 

have been done in enya to quantify the tnV/AIDS chall nge and responses. Muraah 

(2003) studied how K nyan pharmaceutical firms hav r • pond .. d to th challenges of 

the IDV/Aids pandemic. Waita (2003) in ·estigated bow large private manufacturing 

companies have responded to the challenges of the HIV/Aids pandemic. Rarieya 

(2001) explored tht. social responses of phannaceutical firms to the HTV/AlD 

pandemic. 

1 1CO s have also b n extensively s udjed. Safran and collegues compared group and 

s afT mo el ffivfOs •. ith Individual Practice Association mod Is (Reschovsky, 2000) 

S hou en (l997) loo at tlle impact funag d Healthcare has had on people li ng 

with HIV and specifically looked at quality comparing it to Cost. 

one of these studies looked at the impact of HIV I AIDS to the business of finns in 

the 1CO s ctor and broader scope of the strategic responses they have undertaken to 

better face that challenge. This research would be of value to the management of 

0' s an arious other partn rs in healthcare d livery in better managing the 

leng • po ed by the I AIDS pandemic. 

Given lhe above sc nario, t11e study proposes to addr ss the fo11owing ques 10ns; 

~at Challenges does the l:IIV I AIDS pandemic pose to Kenyan MCO's? What 

strategies ba e Kenyan , fCC's put in place to tackle these challenges? 

7 



This study has t\vo major obj ctivcs: 

l. To identify the chaJJcnges the IllY I AIDS pandemic has presented to Kenyan 

Managed Ilealthcare Organizations. 

2. To identify the strategies Kenyan Managed llcalthcare Organizations have 

developed to respond to these challenges. 

1.4 Importance of the Study 

The study is important for the following reasons: 

L To the staff and management of MCO's as a means of documenting the 

challenges of the ffiV I AIDS pandemic and strategies undertaken to address 

them. 

2. Other Partners in } calthcare celivery for example NGO' s who can draw 

us fu1 ic sons on various strategies used by the private sector in combating the 

HIV /AIDS andcmic. 

3. The Government of Kenya in formulating policies necessary to combat the 

HIV scourge. 

4. Scholars to who 1 the study can form a basis for further research. It will also 

contribute to the available literature in the Strategic Management field. 

8 



c T E 

ntr d 1 io 

The study ·u t mpt to t bti 1 HIV I IDS related environmental turbulence 

H~.:a1thcare Ind rstty and the industries re ponscs to this 

lurbu tion for thi study, this scctior ill review literature on 

1 tal challeng a organization , environment and strat gy r ... lationsrup as 

·ell as Ofb'3.Iliz tion 1 respons s to environm ntal challenges 

2.1 Environment I Cb lleoge To Organizations 

The extema environment plays a significant role in the in the growth and profitability 

of firms ( 'otha. 1995). Environmental conditlons currently affecting firms are 

different from those of past decades (Ilitt 1997). Many companies now compete in 

glob rmb .. r th n dom stic markets. Technological changes and the explosion in 

information gatheri g and processing capabilities demand more timely and effective 

competitiv~.: actio sand responses (Ham 1. 1989). 

Pearce and Robins n (1997) aq,'l.le that there are a host of external factors that 

influence a firms choice of direction and action and ultimately its organizational 

structure and internal processes. These factors constitute the external environment and 

can b divided m o i.hre interrelated subcategories that is the remote environment, the 

industry environment and the operating environment. The remote environment consist 

of factors tha originate beyond and usually irrespective of any firms operating 

situation and includ economic, social, political, technological and ecological factors. 

The concept of industry environment has been brought to the foreground of strategic 

thought ru d business planning by Michael E. Porter. The nature and degree of 

competition in an industry hinges on five forces (Porter, 1980). These are the threat of 

new entrants, th • bargaining power of customers, the bargaining power of suppliers, 

e reat of substitute products or servic s and the degree of rivalry in the industry 

To establish a strategic agenda for dealing with these contending currents and to grow 
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d ~pi te th m, a company must understand bow they w rk in its industry and how they 

af}'; ct the mpany in its particular situa i n. 

·ast Afri an Breweries experienced competitive f4 rce · in the mid 1990's that is 

competiti n from Cast11! Breweries; threat of substitute products, power of suppliers 

such as Novo-Nordisk which Wa!' supplying yeast; threats of potential entrants and 

power of buyers leading to strategic change. (Njau, 2000). To meet these challenges, 

E.A. Breweries introduced new brands with unique features and set competitive prices 

so as to increase both sales revenue and its market share. Business Process Re

engineering was done to improve productivity and efiiciency in the factory; clear 

brand positioning messages used to target specific market and entered the Tanzanian 

market (Njau, 2000). 

The operating environment, also called the competitive or task environment 

comprises factors in the competitive situation that affects a firms success in acquiring 

needed resources or in profitably marketing its goods and services. Among the mosl 

important of these factors arc the firms competitive position, the composition of its 

customers, its reputation among suppliers and creditors, and its ability to attract 

capable employees (Pearce, 1997). The operating environment is typically much more 

subject to the firms influence or control than the remote environment. Thus finns can 

be much more pro-active (as opposed to reactive) in dealing wi the operating 

environment than in dealing with the remote environment. 

Most firms face external environments that are growing more turbulent complex and 

global, which makes them increasingly m re difficult to interpret. To cope with what 

are often ambiguous and incomplete environmental data and to increase their 

understanding of the general environment, firms engage in a process called external 

environmental analysis. This process includes four activities thai is scanning, 

monitoring, forecasting and assessing (Hilt, 1997). Analysis of the external 

environment leads to identification of opportunities and threats. 

Ansoff and McDonneU (1990) define environmental turbulence as a combined 

measure of the changeability and predictability of the firms environment. They go on 

to describe a scale of environmental turbulence from level 1 turbulence (repetitive 

10 



future i 10 

tc (Surprisin, en ironm n al turbulence) where 

e nts ar disc ntin ch ge 1 fa t r than th firms ability to rc p nd 

and th fu ur i unp ·c ab1 and filk ith urprise . 

Th force of the e.i.temal n ·r nment are so dynamic and inlE:racti e that the impact 

of any single lement cannot b wh By di ssociuted fr m the imp t of thcr 

el ments. For e ample, an incr a in OPEC il price! may b a r ult of a 

combination of economic politi al, social and t chnol gical chang . c pile the 

uncertainty and dynamic natur of the business emironmcnt, an assessment pro e 

that narrows, even if it does not precisely define, future cxpe tation is of substantial 

alue to strategic managers (Pearce, 1997). 

2.2 Environment A d Str tegy elationsbip 

Strategy is the positioning and relating of the firm or organization to its en ironment 

in a way hich win as ure it continued succ ·ss and make it secure from surprises 

(Ansoff, 1990). 

Strategy can also be defined as "The game plan management has fi r posttioning the 

company in its chos ·n m r ·et n..'Da pleasing cu tomers and achieving good business 

performance." (Thompson, 1998) 

Johnson and Schole (2002) define trategy as 1he direction and scope of an 

organization over the long term, which achieve advantage for the organization 

thr ugh it configuration of r sources within a changing en ironment and to fulfill 

stak holder e ·p tations. 

The various definitions of strategy a I bring out the importance of the external 

environment in as far a the fonnulation of strategy is concerned There thus exists a 

very strong relationship between strategy and the environment. trategy is concerned 
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' ·ith matching a finn's rc ources and capabiliti to the pportuniti~ that ari e in the 

• t mal m~ronmcnt (Grant, 1998). 

The organizati n draw its re urccs, which include employees, manager , supplie , 

tinance and many other from a compctiti e bu ine s environment. lt has to comp te 

with other finn for labor, suppli , finance and oth r resources. It must then use thl·sc 

inputs in some organized way to produce various products and services, which can be 

marketed effectively, and in many cases profitably (Thompson, 2003). 

Corporate strategy is the pattern of major objectives, purpose or goaJs and e senti a I 

policies and plans for achieving these goals, stated in such a way as Lo define what 

business the company is in or is to be in and what kind of company it is to be (Lynch, 

2000). Every organization has to manage its strategies in three main areas that is the 

organizations internal resources, the external environment that the organization 

operates and the organ.izations ability to add value to what it does (Lynch, 2000). 

When a firm sustains profits that exceed the a ·erage for its industry, the finn i said to 

posses a camp titive advantage over its rivals (Porter, 1980). Competitive ad antage 

may be defined as the sigrtificant advantages that an organization has over its 

competitors (Lynch, 2000). Such advantages allow the organization to add more value 

than competitors in the same market. A company has competitive advantage 

whenever it has an edge over rivals in attracting customers and defending against 

competitive forces. Thus a cornpetiti e advantage is an advantage over competitors 

gained by offering consumers greater value, either by means of lower prices or by 

pro iding greater benefits and service that justifies higher prices. 

Competitive strategy is concerned with creating and maintammg a compelltiVe 

advantage in each ~very area of business (Porter, 1980). For each functional area of 

the business, such as production, marketing and human resource, tl1e company will 

have a functional strategy. It is important that tlus is designed and managed in a 

coo eli a ed \ y :so that th~y may in e ~relate with each other and collectively allow 

competitive slra egy to be implemented properly (Thompson, 2003). 
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Ther ar t o bil$ · c fram works of strnt gi s that can be dopted by fi nns to rcsp nd 

to challeng in the . ternat nvir nmcnt thus acquiring competiti e advantage. 

Various models of trategy de elopment in organizations fit into these framework . 

The are-: 

2.2.1 Strategic Fit Fram work 

Thi is developing strategies by id ntifying opportunities in the external busines 

environment and adopting resources and competencies so as to take advantage of 

these (Johnson, 2002). Hence opportWlitle in the external environment are identified 

and strategies foJlow. According to the strategic fit framework, it is important to 

achieve the correct po itioning of the organization, for example in terms of the extent 

to which it meets clearly identified market needs. 

For strategies to be successful, it must be consistent with the firms goal and values, 

with its external environment, with its resources and capabilities and with its 

organization and systems. Lack of consistency between the strategy pursued by a finn 

and its external and internal environments is a common source of failure (Grant, 

1998). 

Proponents of this view include Porter and Ansoff. The framework has led to the 

development of traditional strategy models, such as Michael Porters five forces 

model and the generic value chain approach as well as tlte strategic success 

hypothesis. They focus on the company's external competitive environment. 

Ansoff (I 990) argues that strategic diagnosis is a systematic approach to determining 

tl1e changes that have to be made to a finn's strategy and its internal capability in 

order to assure the finn s success in its future environment. The diagnostic procedure 

is derived from the strategic success hypothesis, which state that a linns perfonnance 

potential is optimum when three conditions are met that is aggressiveness of the 

finn's strat gic behavior matcbes the turbulence of its environment, responsiveness of 

the finn's capability matches the aggressiveness of its strategy and the components of 

the finns capability must be supportive of one another. 
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2.1.2 F m 

This is the le' erage of th r ources nnd compe ncie of the rganization to pro ide 

c mpetitiv advantage and )ield new pp rtunitics (Han1el, 1993). Ilene strategies 

are d elo ed to cr te n ~ opportuniti s by changing the mle · of the game. It 

proposes that strategy development houJd be entrepreneurial creating a whole new 

industry pace. 

Proponents of this vic include Hamel and Prabalad. This framework has l d to the 

development of one of the most dominant models of strategy development today i.e. 

The Resource Based Model. This view of strategy has a coherence and integrati e 

role that places it well ahead of other mechanisms of strategic decision-making. 

ln contrast to the Input I Output Model (I/0 model), the resource-based view is 

grounded in the perspective that a firm's internal environment, in terms of its 

resources and capabilities, is more critical to the detennination of strategic action than 

is the external environment. Instead of focusing on the accumulation of resources 

necessary to implement the strategy dictated by conditions and constraints in the 

external envirorunent (1/0 model), the resource-based view suggests that a finn's 

unique resources and capabilities provide the basis for a strc1tegy. The strategy chosen 

should allow the finn to best exploit its core competencies relative to opportunities in 

the external environment. 

Economists regard the profits associated with industry attractiveness and competitive 

advantage as a distinct type of economic profit or rent (Grant, 1998). The Resource 

Based View of strategy emphasizes economic rent creation through distinctive 

capabilities. Economic rent, or Economic Value Added (EVA), is what companies 

earn o er and above the cost of the capital employed in their business (Johnson. 

2002). It is the measure of the competitive advantage, and competitive advantage is 

the only means by which companies in competitive markets can earn economic rent. 

The objective of a company is to increase its economic rent. rather Ulan its profit as 

such. A company that increases its profits but not its economic rent - as through 

investments or acquisitions which yield less than the cost of capital- destroys value. 

14 



Cor: c te i s are areas of exp i e whl h arc distinctive to that c mpany and 

critical to the company's lon ~-term growth. Prahalad. 1990) The e areas of e.-pertise 

could b in any area but has to ev tually de elop in the critical key areas f th 

co pany where the mo t value is added to it products. 1otorola, th Texas baseJ 

supplier of wir less telecommunication equipnt~'11t. semi-conductor and d1rcct 

satellite communication has undergon many tran fonnations from being a leading 

supplier of TVs and car radio· to its current focus on t lccommunication. Yet, 

underlying these transfonnations has been a consistent focus on technological 

lead rship in electronic components- emiconductors in particular (Grant, 1998). 

For organizations to build and sustain competitive advantage, it has to focu on, and 

build upon these capabilities. These capabilities could be a bundle of skills, Research 

and Development, which will enable organizations to create leverage so as to compete 

with competitors. 

Therefore core competencies are seen as the collective learning process in the 

organization especially how to co-ordinate diverse production skills and integrate 

multiple streams of technologies. They are activities or processes that critically 

underpin an organizations competiti e advantage (Johnson, 2002). 

To sustain competitive advantage and growth. firms need to innovate more quickly 

than their rivals. Outstanding companies are consistently inno'wating in every area of 

business, pursuing changes, which create value for their customers. The approach of 

such firms is to search for new approaches and package them in such a way that they 

deliver customer satisfactions e.g. in pharmaceutical companies, which are known to 

have superior research and development, the drug disco ery process is a strong 

driving force for performance excellence. 

The skill base is one of the finn's main asset . It is hard for competitors to imitate. 

The organization has to recognize it, encourage learning and reward efforts, which 

adds to finn's knowledge. It's a fact that skills are grounded in human capabilities and 

that new idea for innovation, new products and continuous improvement concepts 

comes from harnessing this creativity from people. From the resource based view, 

human resources are the productive services lmman beings offer the finn in terms of 
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- ·n. o 1 dg , re oning and d iliion making abilities. ·c nomists refer to these 

r · urc as human capital'' \ hich empha izc the fact that they are durable and 

reat d through in tment in cducati n and training (Grant. 1998). 

To achieve cornpetltJve ad antage through people, organizations have to build 

t am work, empower people and cater for tafT development. This will transfonn to the 

patterns of behavior leading to corporate culture. Definitely this will form a strong 

basis of strategic resource of organizations (Johnson, 2002). 

The emergence of Competitive Advantage (Grant, 1998) 

How does competitive 
advantage emerge? 

/ 
External source of change 
- Changing customer demand 
- Changing prices 
- Technolog~cal change 

Resource heterogeneity 
amoo,g fums means dtO'erent 

impact 

Some fmns able lo respond 
more qwckly and elTcctwel)' 

in explo1ung change 

lntemal sources 
of change 

Some fmns have greater 
creative and innovative 
capability 
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2.3 rg niz tion I R spo cs o nvironmental Cball oge · 

The best-formulat d H!ld implemented strategies b c me obsolete as a firms ext mal 

and internal environments chang~ (David, 1997). Finns must thus re'pond to various 

changes in th environm nt. TI1ese responses can be broadly cla ified as strategic or 

operational in nature. 

Strategic diagnosis identifies whether a finn needs to change its strategic behavior to 

assure success in its future environment. If diagnosis confirms the need, the next step 

is to select and execute specific actions, which will bring the firms aru:,JTcssivcnes 

and responsiveness in line with the future environment (Ansoff, 1990). 

For strategy to address a changed environment, there has to be an appropriate 

transformation of the firms capability to match (Ansoff, 1990). This may involve 

changes in human resources, management, finance, operational systems and pollcies 

that guide the firms strategic thrusts. 1l1e firm must strive for a good fit between the 

skills people have and the every day jobs they do (Tral1ant, 1997). 

Information obtained from strategic diagnosis is used to select a strategic response 

which will assure the tinns future success. In discontinuous an surprising 

envirorunents, two types of responses are found (Ansoff. 1990). The first is referred 

to as the positioning re ponse which es strategic planning to select the portfolio of 

business areas in which the firm will participate, and to develop the competitive 

strategies it will pursue in each area. The second type is the real-time response, which 

uses a technique caUed strategic issue management to identify potential unforeseen 

strategic threats and opportunities, to estimate the jmpact on the firm and to develop 

and execute time responses. 

To assure effective implementation, the firms also need to design the capability 

which will enable it to initiate and support the new strategic responses. A firm has 

two different, complimentary capabilities; management capability and functional 

capability (Ansoff, 1990). 
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gin fi a p a i n to th nt ( w ff, 199 ) 

Environm nt ( E, ) 
En ~romnental Change 

I Strategy Transfonnation 

Strategic Response 

Internal Capability 

As far as strategic responses are concerned, organizations need to develop corporate 

strategies that are best suited to their strengths and weaknesses in relation to the 

environment in, which they operate (Lynch, 2000). Tltis corporate strategic responses 

may involve changes in the organizations products, changes in markets, changes in 

the organizations structure, strategic alliances or mergers with otlter organizations, 

various diversification strategies, retrenchment, diversification or liquidation and 

many others. 

Survival and success of organizations are influenced by their ability to respond to 

various competing pressures, which include changes in the business environment, the 

strategic capability of the organization and the cultural and political context (Johnson, 

2002). 

2.3.1 Strategic Responses 

An organization tltat competes m an industry that is characterized by rapid 

technological developments, it may respond by pursuing a product development 

corporate strategy (David, 1997). Product development is where the organizations 

deliver modified or new products to existing markets (Johnson, 2002). For example 

Hewlett Packard started in 1939 with a capital of US $ 538 and grew to a Multi 

ational Company with annual sales of o er US $ 31 billion by 19%. The company 

makes computers printers and a wide range of electronic equipment and has always 
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ph ized 

ado n pr uct d , lopment corp r t strat gi if it h 

th aturi *' pr uct life eye! , competitor offer 

• izati n m y 1 

ful pr du ts in 

tt r qu lity products at 

ompar, bl pric 

organization is 

"' or ni7.ation omp te in a high gr wth indu try r \'hen th 

i ly strong iJ r ar h nd devclopmt:nl ( vid, 1 997). 

Where n w tmtapped and unsatur t d mark s e. ist, th organi:t..ation may respond y 

adopting market development corporate strategy (David, 1997 . Market 

developm nt i wh re existing products are offered t n w markets (Johnson, 2002). 

For example, manufactures of stainless ste I products have pr gressi ely found nev 

applications for the products which were originally used for cutlery and tableware. 

owadays, the uses include aero pace, automobile xhausts, beer barrel and many 

applications in the chemical manufacturing industry ( ohn on, 2002). 

Environments where market shares of ompetitors are declining \ hereas t tal 

industry sales are increasing, an organization may respond by adopting market 

penetration corporal stra cgies (D vid, 1997). Market pen tration is wher an 

organization gains mark t share (Johns n 2002). Procter and Gamble is an example 

of this, spending heavily on advertising to increase market share of Venizia, its 

upscale p rfume. Mi rosoft's multimillion dollar advertising campaign to promote 

Windows is another example (David, 1997). 

An organization which faces an environment whereby the distributors are increasingly 

becoming unreliable or incapable of meeting the firms distribution needs may choose 

to pursue a forward integration corporate strategy (David, 1997). Forward integration 

refers to development into acti ities, hich are concerned with the companies 

outputs, such as tran port, di tribution repairs and s rvicing (Johnson 2002). 

Altemati ely, where an organizations presents suppli rs are e pecially expensi e, or 

unreliable, or incapable of meeting th firms needs for raw materials, U1e finn may 

respond by bac~ ·ard integration stratebries. ln environments where increased 

economies of scaJe provi e major competiti e advantage , the finn may respond by 

horizontal integration strategies. This r fers to gaining ownership or increased control 

over the firm's competitors. Mergers, acquisitions and takeovers among competitors 
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allo fi incr d c n mie of aJ and nhan d Lran r o r urc and 

Organizations ting in cmironm t tl t have come unfav ble may respond 

b ' e f the d fi n i e strat gie , •hi h includ joint ventures, rctr nchm nt, 

div titure or liquidati n. If the organizati n intern I environment i plagued with 

inefficienc ·,poor employ morale or low r fitability, the organizall n may resp nd 

by r trenchmeot. When a government antitrust action threaten an orgamzat10n, it 

may respond by divestiture. (David, 1997). 

Organizations a1 o respond to the envirorunent by changes in its stru ture. Rapid 

changes in any of the fi e force affe ting the orgamzation will ne d a tructure that i 

capable of responding quickly. If the wo k undertaken by the orgamzati 11 is comple · 

with strong inter-relationships, betw 11 various parts of the rganizatton then thi 

will make its ability to re pond more difficult to organize and co-ordinate. Th 

structure to handle such demands will need careful con ideratio11 depending on the 

precise nature of the environmental change·. If rapid response are required this 

argues for devolving responsibility towards those close t to the market place (Lynch. 

2000). 

Strategy is not just about deploying the finn's resources and capabilities; it is also 

a ut building resourc · base to ext nd it comp titive advantage into the future 

(Grant, 1998). Jo ms nand S !.olcs (_002) classify resources into four major groups 

that is hysical resources, human resources financial resource and intellectual 

capital. 

Comp ti ·ve advantage is at the h · rt of a fim1 s performance in comp titive mark ts 

(Porter, 1980). The value chain describes the activities within and armmd an 

organization, which tog ther cr ate a product or service (Johnson, 2002). The value 

chain desegregates a finn into its strategically relevant activities to inOuence the 

behavior of costs and the existing and potential sources of differentiation. A flrm 

gains competitive ad antage by per6 nning those strategically important activities 

more cheaply or better than its competitors. 
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firms in r am fac i iti · ·n n th • valu 

t of inter- rg nizati nal link ti n hip 

vohi sary to cr te a produ t or {J hnson, 2002). G ining and 

ainin • co petitive advantage dep nds on und r tanding n t nly a finn' alue 

cbrun but al ho h~ fi tit in t c over II • ial and 

pos ibly unique lit of the value ham nd the alu 

sy tern of U1e rganizati n. C mp ·titi v trategy ugge:> th t it i · nc ·sary to 

search for special and po sibly unique linkage that xi t or might be develop d 

betwe n elements of the value chain and b tween value sy·tem a ociated with th 

company. 

The conventional approach to resource building has focused n gap analy i . l laving 

e aluat d a company's resourc sand capabilities, with regard to relative strengths and 

weaknesses, the company fonnulates a strategy that most effectively utilizes the 

companies resource strengths again t key succe s factors in the company s industry 

environment Comparing the chosen strategy against the company's bundle of 

resources and capabilities, however, may reveal certain resource gaps that need to be 

closed if the strategy is to be most effective in building competitive advantage (Grant, 

1998). 

Acquisitions and strategic alliances may play an important rol in filling resource 

gaps. General Motors' strategy during the 1980s placed heavy emphasis on the need 

to upgrade manufacturing operations through computer integrated manufacturing and 

improv d quality. GMs acquisition of Electronic Data Systems and allianc s with 

Toyota, Faouc v.hich was into robotics and a number of other technology based 

companies were means of acces ing the necessary resources and capabilitie (Grant, 

1998). 

TI10ugh a fi can I ave a myriad of strengths and weaknesses vis-a-vis its 

competitors, there are two basic types of competitive advantage a firm can posse ; 

low cost or differentiation. The significance of any strength or weakness a firm 

po es i ultJmat ly a function of its impact on the relative cost or differentiation. 

The two basiC types of competitive advantage combined with the scope of activity for 

' tri h a finn seek t achi~;;ve leads to three generic strategies for achieving above 
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a rfi nnan in an in u try P ) are o t Leader hip. 

• 1 y ar c 11 g n ric b are not fim1 

or ind try d nd nt. 

Pomr's Generic Str<ltcgie.s 

Target Scope 
Advrmtoge 

low Cost Product Uni~ness 

Broad Cost Lead rship Differentiation 

(Industry Wide) Strategy Strategy 

Focus Focus 
Nan-ow Strat gy Strategy 
(Market Segment) (low cost) {differentiation) 

Cost leadership - A finn seeking to achieve competitive advantage through co t 

leadership strategy will strive to become the 'low cost producer" in its industry 

(Porter, 1985). Sources of cot advantages are varied and include economies of scale, 

proprietary technology, preferential access to raw materials, learning thu increased 

effici ncy etc. 

Each generic strategy has its risks, including the low-cost trategy. For example, ther 

finns may be able to lower their costs as well. As technology improve , the 

comp titioo may be able to leapfrog the production capabilities, Lhus eliminating the 

comp titive advantage. Additionally, severa1 finns following a focu trategy and 

targeting various narrow markets may be able to achieve an even lower cost within 

their segm nts and as a group gain significant market share (Johnson 2002). 

A finn that attains lower costs of production, hence co t leadc hip may cut prices, 

triggering a price war across the indu try. o matter who win the industry may 

suffer serious decline in profitability especially if every competitive move is based on 

price and countermea ur , a retaliatory price cut a happened in the U.S. long di tance 

telephone industry in 1999 (Rao, 2000). T prevent a price war, a firm can reveaJ its 

stratebric intent- th way it intends to match its rivals price cut -and reveal its cost 

advantage that allo sit to fight a price war aggre ively yet remain profitable. Finns 
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eci to r ti r mpl , 

focus n lu additi to risk f poor qual it • d mark t har r 

lective pri a tion like quantity di coun and pr uct bundling (Rao, 200 ). 

Differentiation - This i the second gcneri trdtegy thr ugh which firm can aclue e 

competitive ad antage. In differ ntiation strategy, a finn ck to be unique in 1t 

industry along som dim nsions that are ' idely alued by buyers. It I ts one r 

more attributes that man buyers in an industry percei e as imp rtant and uniquely 

positions itself to m t tho e n eds. It is rewarded for it uniqu ne with a premium 

price orter, 1985). A firm that can acl i vc and sustain differentiation will an 

above average performer iu its industry if its price premium exceeds the c. tra cost 

incurred in being unique (Porter, 1985). 

The risks associat d with a differentiation strategy include imitation by comp titor 

and changes in customer tastes. Additionally, various firms pur uing focus strategie 

may be able to achi v ven greater differentiation in th ir market segments. 

Focus - The focuser elects a segment r group of segments in the indu try and tailor 

its strategy to serving them to the xclusion of others. By optimizing its strategy for 

the target segments, the focuser seeks to achieve competitive advantage in its target 

segments ev n though it does not poss s a competitive advantage o rail (Porter, 

1985). 

The focus strategy has two variants i.e. cost focus and differentiation focus (Porter, 

1985). In both variants the target segments mu t ha e either buyers with unusual 

needs or else the production and delivery system that be t s rves the target egment 

mus differ from that of other industry egments. The focu er can thus achieve 

competitive advantage by dedicating itself to the segments exclusi ely. 

Firms create and ustain competiti e advantage becau e of the capacity to 

continuously improve, innovate and upgrade their competitive ad antagcs over time. 

Upgrading is the proc ss of shifting advantages thr ughout the value chain to more 

sophisticated type and employing high r I vels of skills and know I dge that are the 

produ ts of exp rienc . lnve tment in upgrading re omces and capabilities can occur 

naturally through organizational learning. The concept of Dynamic re ource fit has 
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u to d n th pr - thr u 1 Ythich lh pursuit of a strat gy n t nl 

utiliz a :finn rc ut al o augm nt tll m thr ugh lh r ti n of skill nd 

o led that ar th produ t of cxp ri nee Grant, 1998). 

Th dynamtc res urc fit may als provid a strong bast for a firms di r ificati n. 

SequentiaJ product addition, as e pertis and knO\ I dge i cquired i a pr rninent 

feature in the strategie of Honda in extending its product range fr m motor cJ s. to 

cars to lawn mowers and boat ngines, and of 3M in expanding from abrasive , to 

adhesive to computer disks, to vid o and udiotap and a br ad range of con umer 

and producer goods (Grant 1998). 

2.3.2 Operational Responses 

Operational responses are the other broad category of responses b the firm to the 

environment. Op ational strategies ar concerned vith how the ompon nt parts of 

the organization deliver effectively the corporate and busines level strategies in tenns 

of resources processes and people. For xample, in AOl.lfime Warner, film 

production, TV scheduling, publishing titles and subscrib r recruitm nt efforts 

dovetail into high r-Ic el decisions about service bundling and market ntry. The 

integration of op rational decisions and strategy is therefore of great importance. 

( ohnson, 2002). 

Op ations management is an important el ment of corporate strategy for three 

reasons. Firstly, the r wards from succ ssful implementation f uch strategies can be 

very high for example Toyota Motor Corporation became one of the top three global 

car companies between 1950 and 1990 by focu sing on the twin strategies relating to 

operations and marketing. It introduced a s · es of op rations initiatives that assisted 

car and truck production-essentially a repetitive, massive manufacturing proces . The 

new procedures were designed to reduce co t, increase quality and control the 

production process more tightly. Secondly major investments in phy ical and human 

resources i necessary to achieve identified results. Thirdly, fundamental changes in 

people and machines need to be addressed by every company (Lynch, 2000). 

Different aspects of the operations have to respond in line with the corporate 

strategies. In order to achieve superior customer responsiveness for example, 
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operatio involving produ 10n may hav to a h1 ve c miz.ati n and rapid 

response by impl mentiug fl ible manufacturing. Mat rial managem nl n d to 

respond quickly to unanticipated customer demands. gisttc terns capabl f thi 

bould b de elop d. (Hill 2001 . good xample i Ju t-In-Tim (Jl production 

syst ms, which can ignificantly reduce the co t of implem nting lralegy. With JIT, 

parts and materials are d livered to production itc ju t a tl1 yare needed rather th n 

being tockpiled as a h dge against lat r d li rie ·. Harley-David n r p rt that in 

one plant alone, JlT freed US $ 22 million pr viously tied up in in ntory (Da id, 

1997). Relating to supplier relationships, two different and oppo ing re p nse can be 

adopted by organizations. Organizati ns su h as Toyota ha e pursued clos r 

relationships with suppliers that is sharing technical and de elopment information in 

order to lower cots. Others such as General Motors and Volkswagen have more 

distant relationships with suppliers involving aggressive negotiation to obtain the 

lowest possible price ( ~ch, 2000). 

As far as human resource is concerned, training programs that get employees to think 

like customers is important in achieving superior cu tomer re ponsiveness (Hill 

2001). Cross training of employees can also facilitate strategy implementation and can 

yield many benefits. Employees gain better understanding of the whole business and 

can contribute better id as in planning sessions (David, 1997). 

Particularly in the area of operations, new techno! gy can hape future trategy. The 

pace of chang is gro ing. There ar other environmen al <lifficulties facing some 

companies, especially lack of awareness of the implications of new manufacturing 

capacity and the impact of new production techniques. Discontinuities that is major 

changes in technology and markets can have a substantial impact on trategy. By 

definition, they are difficult to predict so organizations should sensitize themselves to 

the environment in this circumstance (Lynch, 2000). 

Mar eting is also an important aspect as far as operational responses are concerned. In 

order to achieve superior customer responsi en s, tlle marketing department must 

know the custom r as well as communicate customer feedback to appropriate 

functions (Hill, 2001). 
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rati n str.ltcgy th refore ha t ·o maj r c ntributi n to make t c rp 1 ate 

trateg). Fn tl_. it aim to pro id manufacturing and related pr C' c th.tt 'ill gi · 

the rganizati n c mpetiti e advantag and • ndl , it uppli ·co-ordinated upp rt 

fi r produ t · o that the · '·ill in ·ale· rdcrs in a c Hnpctitive mark ·t pia c 

r -ult op rati ns res urcc analysis and appropriate environmental p ·rati mal 

re pon i important b cau. it can I a 1 comp titiv adv. nt, gt: in area uch a 

variable pr duction t make products that are more pre 1 ely tailored to indi idual 

ustomer requirements lower co ·t th n comp ut rs for the sam p1 duct 

performance, product quality that 1 u eri r to c mpetit1 n and enhanced scr 1ces 

and deliv ry a ociakd with the product that is sup rior tori al (Lynch, 200 ) 

In summary, organization responses to the cnv1ronrncnt often involve change. For 

chang to be succes tid it has to link the trat gic, the perational, and the evel)'da:r 

aspe ts of the organization. Thi emphasizes the importance of not only translating 

strategic change into detailed re ource plan·, critical succe s factor and key task 

And the way the rganization is managed thr ugh c ntrol proc sse , but aJ o f ho' 

chang i communicated through the e eryday a pects of the rganization (John on, 

_002). 
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H PERT EE:RES CH MET 0 OLO 

3.1 sear b De ign 

Th tudy will be a cr · sectional :survl!y f Kenyan • 1anaged llt!allhcar • 

rganization with a viev of c tabli hing the chall·ngt!· the I IIV I AID' pandcm1 

has pr ent d to Ken an MCO' and th strateg1e cnyan MC 'shaved clop d to 

respon to the e challenges 

Our populati n of inter t will c n i t f the ten Managed llcalthcar' rgan11.ati n 

that are awaiting registration by the ommi · ion r of In ·urancc ( cc Appendi>. 2) 

together with one additional company (Av nue Healthcare), ' hich has applied 

parately to the Mimstry of Finance for c nsiderat1 n. They can be categonzed into 

three major classes a follows-: 

+ Health aintenance Organization (l-L\110 

+ Preferred Provider Organization's (PPO's) 

+ Exclu ivc Provider· rganization's (·PO's) 

AJ I the finns in the population of interest are based in airobi and have branch offices 

in various other major tO\ ns across Kenya. The study ' ·u thus Le conducted in 

. airobi from the head offices. 

Owing to the small number of managed hcalthcare organizations in Kenya, a ccn ·u 

urvey will be conducted. 

3.2 Data Coli ctioo 

TI1e primary data coli ction instmment will be the questionnaire (see appendi on •). 

This will have three major ~ ctions as follow 

Secti n A : G ncral Information 

Section B : HIV/AID challenge to Kenyan l 0 s. 
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Secti n C : Strategies to c thes 

Pan - Corporate strat gtc resp nses 

Part B- Func ·anal/ Operational Strategic resp 

The CEO as well a the operational departmental heads of the various CO's" ill 

be targeted to answer the qu tions. The questi nnaire will be administ red through 

the drop and pick later method. 

3.3 Data Analysis Techniques 

Descriptive statistics will be used for data analy is. 11U includes tables, ummaty 

statistics, and percentages. 

Percentages, mean scores and content analysis will be used to analyze the challenges 

the lllV/AIDS pandemic has presented to Kenyan Managed Healthcare organizations 

thereby looking at the first objective. To address the second objective, which relates 

to the strategies Kenyan MCO's have developed to respond to these challenges, again 

content analysis, mean scores and percentages will be used. 
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OUR: DATA ANALY IS AND FINDINGS 

-tO Introduction 
Y OF NAr 

Eli kAElE.TE U9RJ • 

This chapter presents the data analysis and findings of the study. The general 

demographic information is presented first. The findings are presented in the order of the 

objectives of the study, that is, data analysis and findings relating to the challenges 

IDV AIDS pandemic has presented to Kenyan Managed Healthcare organizations. This is 

followed by the analysis and findings on the strategies the organizations have developed 

to respond to the challenges. 

4.1 General Information · 

The questionnaires were administered to a sample of 11 Managed Healthcare 

Organizations that formed the study population. Two of the organizations were found to 

have closed operations in Kenya. Six organizations responded, which translates to 66% 

response rate. 

4.1.1 Year of Establishment ofHealthc.are Organizations in Kenya 

Respondents were asked to state the year of establishment in Kenya of the organizations 

that they managed. The findings are presented in Table 4.1. 

Table 4.1: Year of Establishment ofHealtbcareOrganizations in Kenya 

' Year of Establishment Frequency Percentage 

l l995- 1997 3 50.0% 

11998-2000 0 0.0% 

2001-2003 3 50.0% 

Total 6 100.0% 
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The fin in indicat that all the Manag d H lthcar Organization w re tabli h d in 

en_ in t I t d a e with thr rganizati n ing stablish d tween 1995 and 

1997 non being established behi · n 1997 and 2000 and anoth r three being tablish d 

nPn.lL·-n 2001 and 2003. 

4.1.2 umb r of Employ in the ealtbcare Organization 

Respondents were asked to indicate the number of employees in the organization th y 

manage. The results are shown in Table 4.2. 

Table 4.2: umber of Employe in the Healtbcare Organization 

Number of Employees Frequency Percentage 

0-100 2 33.3% 

101-200 3 50.0% 

201-300 0 0.0% 

l 301 -400 1 16.7% 

1 401 and Above 0 0.0% 
I 

I 
Total 6 100.0% 

The findings in Table 4.2 indicate that 33.3% of the healthcare organizations included in 

the study had employees ranging etween 0 and I 00, 50% of the organizations had 

employees ranging between 101 and 200 and 16.7% of the rganizations had between 

301 and 400 employ es. None of the organizations had between 201 and 300 or more 

than 400 employees. 

4.1.3 umb r of covered members 

Respondents were asked to indicat the number of members their organizations covered. 

The results are shown in Table 4.3. 
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T bl 4.3: .1 umber of cov red me 

~umber of membe Frequency j P rcentag 
I 

0 -15 000 I 16.7% 
. 

15,001 - 30 000 2 33.3% 
I 

130,00 1 - 45,000 3 50.0% 

t 4 ~.001- 60,000 0 0.0% 

160,00 1 and Above 0 0.0% 

Total 6 100.0% 

The findings in Table 4.3 indicate that 16.7% of the healthcare organizations included in 

the study had covered memb rs ranging between 0 and 15,000, 33.3% of th 

organizations had covered members ranging between 15,001 and 30,000 and 50.0% of 

the organization had covered members ranging b tween 30,001 and 45,000. None of the 

organizations more than 45,000 covered members. 

4.1.4 Management/Ownership of Organization 

The respondents were asked to state the owners of the organization they manage. The 

fmdings are presented in the Table 4.4 

Table 4.4: Management/Ownership of Organization 

I . laoagemeot/Ownership Frequency Percentage 

Local 0 0.0% 

Foreign 2 33.3% 

~ Local/Foreign Joint Venture 4 66.7% 
• 

r Total 6 100.0 
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The findmgs m the Table 4 4 md1cate that two he thcar rganizati ns are ~ reign 

o vn d v.hile fi ur healthcare organizations are locaL foreign joint venture . 

-'.1. nou l Turnover of the Healtbcare Organization 

The respondents were also asked to stat th appro.·· mate turno er of the organizations 

the manage. The findings are presented in Table 4.5 

Table 4.5: Annual Turnover of the Bealthcare Organizations 

Annual Turnover Frequency Percent 

I 0 - 200 Million 0 0.0 

20 1 - 400 Million 3 50.0 

401-600 Million 2 33.3 

601 - 800 Million 1 16.7 

80 1 Million and Above 0 0.0 

~ Total 6 100.0 

The findings point to the fa t that hree out of the six organizations had an approximate 

annual turnover ofb t een 201 million and 400 nil Ilion. T ~o of the organizations had an 

annual turnover of between 401 million and 600 million\ bile one of the organizations 

had an annual turnover of between 601 million and 800 million. 

4.1.6 ype of Managed Healt care Organization 

The r pondents were r quested to state the predominant type of managed healthcare 

organization they managed. The e lthcare organizations were categorized into three 

major classes, that is, H~l h Mruntcnanc Organ'zations (HMO's), Preferred Provider 

Organizations (PPO's) and Exclusive Pr i r Organiza ions (EPO s). The r ults are 

sho in Table 4.6. 
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Ta 4.6: T of na I tion 

Ty J.~r uen •.· Percent 

' IH lth Main an O r g. 4 66.7 

Pr terred Pr i derOrg. 2 33.3 

Exclusive Pr 'der Org. 0 0.0 

Total 6 100.0 

The findings m Table 4.6 show that four out of the SIX Managed Healthcare 

Organizations were Health Maintenance Organizations (HMO's) while two were 

Preferred Provider Organizations (PPO's). None of the organizations was an Exclusive 

Provider Organization (EPO s). 

4.2 BlV/AIDS ChalJenges to Kenyan Managed Healtbcare Organizations 

The flfSt objective of the study was to determine the challenges the 1-llV/AIDS pandemic 

has presented to Kenyan managed healthcare organizations. This sections presents the 

analysis and findings related to this objective. 

The respondents were asked to state if they considered mv I AIDS to be a business i sue. 

The data obtained was analyzed by computing proportions. Th results indicate that all 

the six healthcare organizations were 1n agreement (100%) that HIV/AIDS was a 

business issue. 

The respondents were further asked to state whether they thought HIV/AIDS was a 

business threat, a busine s opportunity or both. Again this was anal ~ed by computing 

proportions. There ults are shown in Table 4.7. 
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T b 

c 

t 

16.7 

Bus mess Threat and 4 66.7 

6 100. 

The findings in Table 4.7 show that most of the Manag d Healthcare Organizations 

(66.7%) thought that HIV/AIDS "'as both a business threat and a business opportunity. 

The respondents were also asked to state whether they thought HIV/AIDS was an internal 

management threat, an internal management opportunity or th. Again the data obtained 

\ as analyzed by computing proportion . The results are shown in Table 4.8. 

Table 4.8: BIV/AIDS Resource Challenge 

Challenge I Frequency Percent 

Internal Management Threat 5 83.3 

JntemaJ Management Opportunity 1 16.7 

Internal Management Threat and 0 0.0 
Qpportunitv 
TotaJ 6 100.0 

The findings in Table 4.8 shov that most of the Managed Healthcare Organizations 

(83.3% thought that HIV/AIDS' as an internal management threat. 

The respondents were then asked to gi e reason for their answer . This was an open

ended question and data btamed wa analyzed using C ntent Anal ' i . Various idea 

came out clearly. HlV/AID presented busin ss opportunities to the organizations, in 
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th t. a properly tru tur d and tn ututed care for IV inti ted membe wa en 1 ged t 

re ult m predt table c sts and ob iate the n ed for frequ nt admi ion. 0 

, .. ere al o pre ented to the healthcare organizati ns due to the expand d mar t fl r 

pecialized services related to HlV/AID in diagnosis and treatment . HIV/ £0 

presented business threats as it was found to affect membe hip base, incre ed the co t 

of healthcare and resulted in lo ses due to poorl created products. lt v a fi und to cau e 

an internal management threat as it led to loss of producri ity due t ick taff therefore 

affecting and organizations resources. HIV/AID al o resulted in poor relation hip 

between the affected and unaffected staff, and, caused conflict of perception of the 

disease diagnosis and management by the staff handling the clients. 

The respondents were also asked to state their opinion on the extent to which a number of 

ffiV/AIDS related challenges affected their organizational policies and operations using a 

fi e point Likert scale (where 1 is no extent at all and 5 is to a ery great extent). The 

data obtained were analyzed by use of mean scores. Due to the small size of the 

population of study, standard deviation was not calculated. The findings are presented in 

table 4.9. 

Table 4.9:Effect of HIV related challenges on organizational policies and operations 

Factor Mean Score 
High cost of treatment ofHJV and related conditions 3.83 

' Need for regular follow-up ofHIV positive people 3 .33 
Technical aspects of antiretroviral therapy 2.83 
Psychotherapy for HIV positive people 3 .17 
Logistics of enabling medical personnel to keep constantly updated 3.00 
on HIV treatment 
Pressure from the general population to offer more services for HIV 3.50 
PQ~itive people 
Pressure from the government to offer more services for IDV positive 2.50 
people 
Pressure from the business community to offer more services for HIV 3.67 
QQ_sjtive people 
Increased business due to awareness of the need for medical services 3.33 
created by the HIV/AIDA pandemic 
Increased business due to pre-employment, insurance or other 2.33 
medical examinations requiring mv screening 

Grand Mean 3.149 

35 



The findings m the Table 4 pomt to the fa t that HIV/ related ch llenge affe ted 

their organizational pohc1es and operati n m derate! sugge d b the grand m an 

.. hich was onl 3.149. High t of treatment of Hrv and related c nd1t1on had the 

great impa t with a mean ore of 3.83 . Oth r halleng which al o had a igmficant 

Lmpact, were pres ure from the business ommunity to offer more s rvic for HIV 

positi e people pres ure from the general population to offer more ervice to H1 

positive people and need for regular follow up of HTV positi e people. These challenge 

had mean scores of 3.67 3.5 and 3.33 respecti el The fact r that had I ast impact v as 

increased busine s due to pre-employment, insurance or other medical examination 

requiring HIV screening with a mean score of2.33. 

The respondents were also asked to state other challenges or opportunities the HIV/AID 

pandemic presented to the healthcare organizations they manage. This was an open-ended 

question and data obtained was analyzed using Content Analy is. Many organizations 

'ere of the view that there is a tendency of doctors to treat HIV related conditions within 

the context of plans in which HIV is excluded, inspite of the availability of HIV inclusive 

plans. This, in essence increases o erall costs leading to higher expense borne b the 

clients. As a result, fewer people recei e even non-HIV related treatments, and thus, 

reduce income recei able by the healthcare organizations. Other business challenges that 

bedevil the healtbcare organizations due to the HIV/AIDS pandemic inter alia relate to 

creation of an a product that caters for 1-llV/AIDS, incorporation of Voluntary Counseling 

Testing and Treatment (VCTT). Taking away the stigmatization, honesty of the clients 

and the providers and, confidentiality among the staff were also mentioned. 

4.3 Strategies to Cope with the H1V I AIDS Challenge 

The second objective of the study was to determine the strategies Kenyan Managed 

Healthcare Organizations have developed to respond to the challenges posed by the 

ffiV/ADS pandemic. This sections presents the analysis and finclings related to this 

objective. The section consists of two parts. The first part contains analysis and findings 

relating to corporate strategies while the second part contains those relating to 

functional/operational strategies. 
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~J.l rpo te tr tegi 

Chi f E · ut•v Offic rs CE 's and M naging Dm; ·t rs D's h allh are 

or_ izat1ons wer aske t indic te if the m st popular mcdi al pi n. th 

e · lusions for HIV related ailmen . The data obtained wa analyzed by c mputing 

proporti n . The result indicate that maj rity of th resp n nt , fiv ut f th si 

3 3%), repli d Yes" whereas only one of the r spondcnt replied ''N ". 

The respondents were then asked to state the rea n for having or not having th1s 

ex lusion. This was an open-ended que tion and ata btained \ analyz d usmg 

Content Analysis. Th responses indicate that th rea on put forth b the tated 

that the most popular plans offered by their organization did not have exclusiOn for HIV 

r lated ailments, is that as medical pro iders in th regi n, it was imperati e for th m to 

factor in HIV/AIDS in the costs becau e wh th r e eluded or n t, care had t be 1Tered 

in one form or the other. 

The CEO's and MD's whose organizations excluded HIV r lated ailments in their m st 

popular plans had one main reason to upport their sentiments. ost. Whil t ne of the 

respondents stated that they excluded HIV relat d ailments in their medical plans du to 

in reased costs necessary to effectively manage these patient another respondent stated 

difficulty in coming up with affordable premiums while one more stated the need to 

maintain an affordable product that could e purchased by a large number f corp rate 

organizations for their staff. 

The respondents, whose organizations e ·eluded HIV related ailments in their m st 

popular plans, were further asked to point out if the ' had medical plan they offered that 

did not exclude HIV and related conditions. Proportions were u ed to analyze the data 

obtained. Thre out of the fi e res pons s were in concurrence 60% while tw ot.t of the 

five responses did not concur. 

The respondents who concurred to having other medical plans that did not exclud HIV 

and related condition were asked to tate the percentage f their medical plans it 

37 



prised. Pr portion \\ re agam u d to analyze the d ta 

thr re nd nts s t d that the plan ha\•ing inclu ion. for Ill an related conditions 

om rised of 0% to 10% of their m dical plan busine s. ne out f the three tat d that 

th lan h ving inclusi n [i r l lTV and related c n ttton c mpri ed f 21 °/u t 30% f 

th medical plan business The anal sts suggest that even the organ11.attons that c. cluc.l 

HI\' relat d ailment m their most popular medical plan ha c me plan. that d n l 

exclude HIV rdated ailments but this c mpris s nly less than I 0 % of thetr busin . s in 

mo cas . 

Vte\ 'S were also ought from C O,s and MD,s to md ut whether the government 

should be involved in regulation ofb nefits package that HlV infected p ople are entitled 

to. Proportions were again used to analyze the data obtained. The re ult btaincd 

indtcate that all the si · (1 00%) CEO s and MD s fr m th health arc rgani:tations felt 

the government should not be involved in regulation of benefits package that IllY 

infected people are entitled to. 

The respondents were th n asked to state the r ason for their answe . Data obtained was 

agam analyz d using ontcnt analysis as this was an op n- ndcd que tion. R as ns put 

fourth brought out the concept that the mandated benefits would inevitably elbov out 

maJority of K nyans from corporate medical plans due to higher co t . Another important 

idea \:vas on poverty, which was stated as " .. . the main killer in Kenya. If the healthcare 

organizations business \ as to be stifled by making them pa the cost of a virtually 

unaffordable ( is-a- is the Kenyan GOP) pandemic. poverty " ould increa e a jobs 

w uld be lost. This sort of action perpetrates the icious circle f poverty and disease.·· 

Vii!WS from oth r hcalthcare organizations indicated that the government h uld e 

in olved in pro iding broad framework within " hich indu try pia ers can develop 

products rather than making decisions on the specific f benefit packages. th r iew. 

acknowledged related to market dri en product . Legi Jation, they stated, sh uld only 

provide for a possibility of options, but the provider and the insured should agree n what 

is affordable b tween them. CEO s/ MD, were al o concerned ab ut buret ucrac ' withtn 

38 



go" rnment, hich they thought, would further complicate regulati n of nefit of IllY 

infi ted people. 

Pursuance to the requirement of the insurance amendment act (Cap 487) f 191
h 

De mber 2003, the respondents were asked to state what they thought would be the 

effect of separating healthcare delivery fr m finance on the manag ment of members 

who are infectt:d by H1V. This was an open-ended question and data obtained was again 

analyzed using content Analysis. The CEO in one the healthcare organizations de Jared 

that bureaucrats had misinterpreted the whole issue of separating healthcare deh ery 

from finance and, this would result in rise in healthcare costs. Another CEO, wh echoed 

the e sentiments, opposed the legislation as counterproductive to affordable healthcare. 

However another CEO was of the opinion that separating healthcare delivery from 

finance may not result in too much disruption in care offered as long as the financiers and 

the providers are like-minded. One more CEO also noted that separation of healthcare 

deli ery from finance would generally lower the cost of healthcare. The financiers " ould 

have a bigger client base as well as better care in that treatment will not be compromised 

be ause of cost. To the providers, more clients would afford the costs of healthcare and 

result in less administrative costs. 

4.3.2 FunctionaV Operational Strategies 

The departmental heads in the healthcare organizations were asked to state whether the 

most popular medical plans they offer had exclusions for HlV related ailments. The data 

obtained was analyzed by computing proportions. The results indicate that majority of the 

d partmental heads concurred. All departmental heads in five out of the six healthcare 

organizations concurred (83.3%). 

The departmental heads were further asked to state the reasons for having or not having 

th1s exclusion. This was an open-ended question and data obtained v as again anal zed 

using Content Analysis. Cost of treating and managing HIV/A!DS related ailments, was 

ingled out as the major reason for the exclusion. 
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r n for n t e. cl dmg HIV rei t d ailment in the m t popular medtcal plans 

th h althcar organizati n related to the demand b_ ch n , 10 luding 

~tinati nal \i bo are governed by global H V policie that they are required t adhere 

Another reason stated was that some eli nt require a mor holt tic iew t the re f 

ir m mber andre uir int grated are that include HJV/AI S 

.uJ.l ustomer ervice I Marketing 

C tomer service/ Marketing managers of organizations, which exclud d HIV related 

c nditions were asked to state the extent to which this e clu i n influence a number of 

tements relating to poor customer satisfaction using a five point ltkert scale where I is 

o extent at all and 5 is to a very great xtent). The data obtained were analyz d by u e of 

mean scores. Due to the small size of the population of study tandard deviation wa not 

ca1culat d Th findings are presented in Tabl 4.10. 

T ble 4.10: Effect of Exclusion on Poor Customer Satisfaction 

Factor 

C ered company complaints and 
<lissatisfaction 

on renewal of medical schemes by 
c omers 
Grand Mean 

2.00 

3.26 

Results from Table 4.10 indicate that exclusions for HIV/ AIDS related treatment had a 

moderate effect on poor customer atisfaction a indicated by the grand mean f 3 26. 

Complaints and dissatisfaction from patients had the greatest impact with a mean core of 

3.60, while non-renewal of medical sch mes by customers had the lea t impact with a 

mean score of only 2.00. 

The customer service/mark ting managers were also asked t point out the extents t 

' hich they use a number of methods to infonn members about the exclusi n using a fi e 
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point IIkert ale (\' h re I 1 n e. tent at all and 1 t a very great c . tent The data 

obtamed' ere anal . 'Zed b • u e f m an c re Due to the mall SIZe f th populati n of 

tud , standard deviati n' as n t calculated. The find1ngs are pre nted in able 4 II . 

Table 4.11: E teot to hich )lember are informed about xclu ion 

Factor Mean Scores 
From initial group presentations to covered 4.20 
members on exclusion before they join the scheme 

I From periodic follow up group presentations to 4.20 
covered members after they are already members 
From brokers and sales people 2.80 

t From contracts which are signed by all members 4.00 
i From personalized letters to each new member 3.00 

Health education 4.00 

Medical reports to covered companies 4.00 
I Grand Mean 3.743 

The findings from Table 4.11 reveal that members were quite well informed about the 

HIV exclusion is indicated by the grand mean of 3.743 . The most widely used methods 

were from initial group presentations to co ered members before they join the scheme 

and from periodic group presentations to covered members after they are already 

members. Both of these methods had a mean score of 4.2. However, use of brokers and 

sales people and use of personalized letters to each new member were the least preferred 

methods of informing members about exclusion with mean scores of 2.8 and 3.0 

respectively. However it may be noted that even these mean scores are relatively high. 

The customer service/marketing manager whose organization did not exclude HIV 

related conditions was also asked to give an idea about the extent to which covering mv 
management and related conditions contributed to influence a number of statements 

relating to improved customer satisfaction using a five point Iikert scale (where l is no 

extent at all and 5 is to a very great extent). The data obtained were analyzed by use of 
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mean cores. Due to the mall size of th popuJatum f tud , standard de tall n was n t 

al ulated. The findings are pre nted in Ta I 4 I_, 

Tabl 

Factor 
Patient compliments and satisfaction 
Co ered company compliments and 

1 satisfaction 
1 Renewal of medical schemes by customers 
! Grand Mean 

ati faction 

I Mean Scores 
4.00 
4.00 

I 4 .00 

I 4.00 

From Table 4.12 it is evident that not excluding HlV related treatment had a great effect 

on impro ·ng customer satisfaction as indicated by the grand mean of 4.00. 

All the customer service/marketing managers were further asked to point out additional 

strategies their managed healthcare organizations used to respond to the business 

challenges posed by the I-ITV/AIDS pandemic. This was an open-ended question and data 

obtained was analyzed using content Analysis. The strategies proposed include among 

other things education of the clients; peer training at the workplace· instilling of work

based intervention· and, fund management as opposed to setting of fixed premiums. 

4.3.2.2 MedicaJ Services 

Medical service managers of organizations that had exclusions for mv related conditions 

were asked to state, in their opinion, the extent to which exclusion of mv related 

ailments affected the patients' health viz-a-vi cost of treatment using a five point Iikert 

scale (where 1 is no extent at all and 5 is to a very great extent). The data obtained were 

analyzed by use of mean scores. Due to the small size of the population of study, standard 

deviation was not calculated. The findings are illustrated in Table 4.13. 
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T ble 4.13 ffec:t or HIV E elusion on llealth 

actor an cor 

Rapid deterioration ofhealth ofHIV positi e 3.60 
members 
ncreased co of treatment of other possibly 4.20 
lated conditions such as recummt URTI's and 

1 diarrhoea 
Grand \fean 3.90 

The findings in Table 4.13 indicate that the effect ofthe 1-0V exclusion on the health and 

cost of treatment was great with a grand mean of3.9. Increased cost of treatment due to 

possibly related conditions such us recurrent upper respiratory tract infections (URTI's) 

and diarrhoea had the greatest impact with a mean score of 4.2. 

The medical service managers were also asked to state the extent to which some methods 

were used to inform members about the exclusion using a five point Iikert scale (where 1 

i no extent at all and 5 is to a very great extent). The data obtained were analyzed by u e 

of mean scores. Due to the small size of the population of study, standard deviation was 

not calculated. The findings are as illustrated in Table 4.14. 

Table 4.14: Extent to which members are informed about exclu ion 

Category Mean Scores 

From service providers as they treat patients 3.20 
Already know of exclusion before being seen by 2.80 
the service _providers 
Care managers for HMO 5.00 
Service presentation 4.00 
Contracts 2.00 
Grand Mean 3.40 

The r suJts illustrated in Table 4.14 reveal that members were quite ' ell informed about 

the HIV exclusion is indicated by the grand mean of 3.4. The method with the greatest 
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from care managers, which had a mean score of 50. The meth d w1th least 

t\\ from contract , which had a mean scor f2 .0. 

medical s rvice managers were then asked to indicate the extent to which added 

fits were provided to excluded lllV mfectcd members using a fi c pomt Iikert cale 

ere I is no extent at all and 5 is to a very great extent). The data obtained were 

ar. yzed by use of mean scores. Due to the small size of the population of stud , standard 

iation NaS not calculated. The findings are presented in Table 4.15. 

Table 4.15: Provision of Added Benefits 

Added Benefit Mean Score 

Free counseling services 3.60 
Discounted rates on cowtseling services 1.00 
Free consultation even for HIV related conditions 3.80 

1 DL)C()unted consultation even for HIV related 1.00 
conditions 
Free laboratory investigations for HlV related L60 
conditions 
D1scounted laboratory investigations for HIV related 1.00 
conditions 
Free X-ray investigations for HlV related conditions 1.60 

I DISCOunted X-ray investigations for HIV related L.OO 
conditions 
Free procedures and dressings for HIV related 2.80 

, conditions 
Discounted procedures and dressings for HJV related l.40 
conditions 
Free drugs HIV related conditions 2.00 
Discounted .cl!ugs. H1V related conditions 1.40 

Free HJV specialized clinics for J IJV related 3.40 
t conditions 
1 Discounted HlV specialized clinics for HIV related 1.00 

conditions 
free visits to external specialists for HlV conditions 1.40 
Discounted visits to extemal specialists for HIV 1.00 
conditions 
Grand Mean 1.813 
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.I in i te l) t th organiz.alion that ~:xcl udcd Ill V related 

to c ·eluded I HV infi:ctcd member a. indicated 

un lin services and (r · consultati n c en for IIIV 

ncfit pr ,,jdcd mo 1 with mcau ·c 1cs of 3.6 und 3.8 

rvic m nagers who managed hcalthcarc organrzations do not have 
c. ·cf u i n fi r JUV ,. Ia ted a lim nt in their m t popular plans were also asked to state 
the e . tent to , hich overing HJV management and related conditi ns influenced the 
health and co t of tr atment of patients A fi e point Iikert scale (where I 1s no extent at 
all and 1 to a very !,'fCat extent) was used. The data obtained was analyzed by use of 
mean c res. Due to the small 11c of the population of stud_ , standard de iation wa not 
calculated The findings arc pr scnted in table 4.16 

Table 4.16: Effect of 'ot xcluding IIIV on Health 

Factor Mean. cor 
Improvement of health of HJV posiuve members 5.00 

I High overall treatment costs 3.00 
Decreased cost of treatment of other possibly 5.00 
related conditions such as recurrent URTI's and 
diarrhoea 

The ftndings in Table 4.16 show that co erage of HTV and related conditions had a 
remarkable influence in leading to an improvement of health of HN positive members 
and decreasing the cost of treatment of other possibly related conditions such as recurrent 
URTI's as indicated by the mean score of 5.00. The respondents also felt that this only 
moderately affected overall treatment cost a indicated by the mean score of3 .00. 

Lastly, the medical service managers were called upon to state other strategies their 
managed healthcare organizations used to respond to the business challenges posed by 
the IDV/AIDS pandemic. This being an open-ended question, the data obtained was 
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Finance man gcrs wh c managed health arc organizations had e ·eluded IllY related 

a1lments tn th •tr most popular medical plans were asked to state, tn the1r opinion, by what 

percentage their premium ' uld increase, if they did not exclude HJV and related 

condition . The data obtained \ as anal ~ed b • c mputing proportions. The findings are 

presented in the Table 4.17 

Table 4.17: Incrca e in Premium occasioned by ot excluding HIV 

Percentage Frequency Percent 

-
0%- 20% 0 0.0 

21% - 40% 0 0.0 

41% - 60% 2 40.0 

61%-80% 2 40.0 

81% and over 1 20.0 

. = 5 

From Table 4.17, 2 ( 40.0%) of the respondents stated that their premiums would increase 

by 41%- 60 %, while the same number of respondents, 2 (40.0 %) stated that their 

premiums would increase by 61% - 80 %. One respondent (20.0%) stated that the 

premiums would increase by 81% and over. 
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h llh re o ani· lions did n t ha e t! ·clu i ns 

put r m di I plan \\ere u ked t state, in 

Percent 
------1 

100 ____ _, 

La tl} th finan manager were called upon t state other ·trategies their managed 
heahhcar organizat ions u ed to re p nd to the bustnes challenges posed by the 
J UV AIDS pandemic. This eing an open-end d question, the data htai ned wa analyzed 
us ing content Anal_ is. Finance manager had di er e iew that mler alia relate to 
preadmg the premium through the entire covered membership; quantifying the risk of 

I ITV II\ IDS like any other co ered ttcm such as dental and optical care; re-insunng to 
ensure that they carry mmimal risks in thctr b ok ; negotiating with suppliers [I r 
dtscounts· fonnulation of optional exclusion covers for c rporate clients to include 
I HV/AIDS and related atlments; and, manag ment of chronic funds (HJV/AIDS) for 
large companies. 

4.3.2.4 Human Resource 

Human resource managers were asked to indicate the extent to which HJV has 
complicated human resource management using a fi e point liken scale (where 1 i no 
extent at all and 5 is to a very great extent). The data obtained were analyzed by use of 
mean scores. Due to the small size of the population of tudy standard deviation was not 
calculated. The findings are as iJJustrated in Table 4.19. 
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T bf 4.19: Effect of IV on Human Re ource Mana ment 

3. 17 
2.50 
2.33 
2.5 

e findings in the Table 4.19 show that the respondents were of the opini n that 111 V 

onl moderately affected human resource management as indicated by the grand mean f 

_.50. Increased medical costs had the greatest impact with a mean c rc f 3. 17 \ h!lc 

e-employment medical examinations had the least impact with a grand core of2 00. 
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C PTE FIVE: DISCUSSIO SAND CONCLUSIO S 

Introduction 

this haptcr, a summary of results is presented, dtscu ed and conclusi n drawn The 

pter also pro ides the limitations of the tud , sugg sti ns for urther research a \ ell 

recommendations for policy and practice. 

·.1 ummary, Discussions and Conclusions. 

this section, the results are summarized, discussed and onclusions drawn. his i d ne 

order of the objectives namely identification of th challenges the HlV/AID 

demic has presented to Kenyan Managed Healthcare Organizations and identification 

of the trategies the organizations have developed to respond to the challenges. 

The findings of the study indicated that the managed healthcare organizations were in 

agreem nt that HIV/AIDS was a business issue. It was also found that HlV/AID related 

challenges affected their organizational p licies and operations. Th efTect of the 

cha1Jeng was moderate as the brrand mean was 3.149. 

The b in ss challenge that had great st impact was the high co t of treatment of HIY 

and related conditions. Others included pressure from the general population and business 

community to offer mor services to HlV positive people a d th tendency of doctors to 

treat HIV related condjtions within the context of plans in which HJY is excluded, in pite 

of the availability of HlV inclusi e plan. An opportunity presented to the healthcare 

organizations by the 1UV/AIDS pandemic was largely n the expanded market for 

specialized services related to HIV/AIDS in diagnosis and Lreatm nt as well as increased 

awareness of the need for medical services created by the HIV I A lOS pandemic. 

The challenges presented above are important in that they affect the very essence of the 

concept of managed healthcare," hich attempts to provide quality car at affordable rat s. 

Issues such as the high cost of LTeatment of IIIV related condition and the treatment of 

HIV related conditions in the context of medical plans which do not c ver for this, affect 
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pr fit mar in f th m h \th are orgat 'zations nd thus affect thctr ability t 

c ntinu 1 . Th cha\l·ng~ related l the high c t of HIV related 

tr t.m houten ( 1997) concluded that 

r 1 tivel , 'PC" \\ disease to manage due to the need for e pen i e 

, nd opportuni.tic infccti ns which JIJV positi e pc pic 

r m. 

111 ' umm ry nd dt u 1 n ariou · conclusion can be drawn. These 

in lud the ct th t I fl /AlDS rc ult. in both opportumlle and threat to managed 

health rc organizations. It will lead to increased costs to managed healthcare 

rganizall ns thu fTccting their profit margins. It will also lead to pressure from anou 

quarter . pportunities may als arise from the HIV/AIDS pandemic, which can be 

exploited by managed hcalthcare organtzahons. 

Ansing from the second objective, the finding indicated that mo t managed healthcare 

organ izations had exclusions for HIV/AIDS. The e rganizations however also had some 

medical plans that did not exclude HIV and related conditions. Most of them however 

stated that such plans on I comprised only 0% to 10% of their medical plan bu i ne s. 

The findin s furl , r indi at hat all the six CEO's and MD's from the healthcare 

organizations were of the view that the government should not be in ol ed in regulatton 

of benefits package that HN infected people are entitled to. [n a liberalized economy, the 

role of the government is more in policy and guidance rather than determining specifics 

of b nefits package. This should be left entirely to the managed healthcare organizations 

and their customers. The go emment may however ensure that what is promised by the 

managed healthcare organizations are delivered. 

Customer service/Marketing managers were of the view that exclusion of HIV related 

ailments had a mod rate effect on poor customer satisfaction. Howe er, organizations 

that did not exclude HIV related condit1ons had a 1:,rreat effect on impro ed patient 

satisfaction. This implies that not excluding HIV related conditions lead to improved 
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of tr~ tm nt ' I h grand mean h r ' as 3.9. 

• gr at ~n· n impr ving the healt f HIV 

tbl · related conditi n su h a 

und diarrhoc It h wever als m dcratcl 

\ hit c ring lilY re ult in an appar nt 

I. ma r ult in reduced c ts of treatment f th r 

man g d health an; organiz tton th t ers HIV related treatment ha 

direct finan I in ntiv • t k~ p the ~ pe pie h althy. C n ucntly there i tncr ased 

mph n pr cnti\c he It hear·. Thi tends l unpr vc th health f HIV p 1t1 

pe pie 

Th main adclittonal benefit pr ided t 

c un eltng service free c n ultati n 

. eluded J IIV posittve mem ers included free 

n fl r I flY related condition and free 

specialtz d clinic fi r HlV related condtttons. 

The Finane m agcr ' rc f th te that the Ill rease tn premiums would range from 

40 % to v r 80 % if organizattons that excluded I llV related conditions were n t t 

exclude them. The Human Re ·our em nager felt that HIV/AID had complicated th ir 

human fi source management to only a m d rate extent. 

From th foregoing summary and di cus ton the ft llowing conclu ion can e dravm 

Firstly, the major strategy employed by the managed healthcare rganizations to respond 

to the HIV/ IDS pand mic is excluding HlV r lated tr atment. The extent of appli ati n 

of this strate&'Y is however different for the various managed healthcare rganizations. 

condly, The high cost of treating and managing HTV/ ID related ailment , ' as 
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\\'Ould I o ha c b en usctul. ·r he views of the parent c mpantes 

over ea \ ere J o not rained du t I gi tical rcas n . 

.u 

go 

5.3 n mmend tion for ··u ther tudy 

Ari ing from the limitation outlined ab Vl:, a study may be arricd out that will collect 

data from other takcholders such as emplo ·ces r the Manag d llealthcarc 

Organization . Data can also be collected fr m IIIV mfcctcd members, the government, 

mploye orgamzat10ns such as trade unions, emplo ers and employers rganizatt ns 

such as the Federation of Kenya Employers (FKE). 

One of the findings of the study ts that mo t managed hcalthcare organizati ns usc 

exclusions to different extents as a strategy in coping with the HIV/AIDS pandemic. 

Managed Healthcare orgamzations ar in competition with organizations involved in 

other methods of health financing such as insurance companies, self funded schemes and 

third party administrators. A rcplicati e study can be earned out in these organtzations 

that would d termin if this is also a common strategy. 

Another findjng of the study is that HIV/AJDS result in increa ed costs to managed 

heaJthcare organizations. However, it was noted that while c ering 1-UV results in an 

apparent increase in overall costs it might aJso result in reduced cost of treatment of 

other conditions. The study did not however attempt to determine in detail the relative 
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of care 'I his incrca ·es cust mer 

rcn \ I rotc Hfort musr however be made t c n mce 

to xtcn th ir m di al hudg t · in rd r to take on med1cal plans that would 

co cr l n I AlD. r I ted tr • tmcrll. fhi would spread the risk and further reduce the 

co ·t. fh cr II , ti nt health \'fOuld at be cry igntficant . 

Chal I eng pr . nt ·d by lh!.! J II VI AIDS and mic ha e d1ffcrent impact. . The re carcher 

thus recommend th t • unagcd I lcalthcare Organizat1on must act1vcly analyze the 

·halh:nge the HIV/ 10. pand mic pres 'Ills lO thc1r specific organizations and come up 

with very sp cific tratcgic to tucklc these challenges and aiiO\ them t be succe. sful 

and profitable tn the market they are competing in . 
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APPENDIX 0 E: Q ESTlO IRE 

Section A :General Information 

l.Nruneofili~tioo __________________________________ __ 

2. Year of establislunent in Kenya 

3. Position of Respondent in iliganization ----------------------

4. umber of employees 

( ) 0 100 

( 101-200 

( ) 201-300 

( ) 301 -400 

( ) 401 and Over 

5. mnber of covered members 

( ) 0-15,000 

( ) 15 001 - 30 000 

( ) 30,001 - 45 000 

( ) 45,001 - 60,000 

( ) 60,001 and Over 

6. Management I Ownership of Organization 

( ) Local 

( ) Foreign 

( ) LocaJ I Foreign Joint Venture 

) Other (Please Specify ______ _, 

7. Approximate annual turnover 

( ) 0 - 200 Mi ion 

( ) 201 -400 • 1illion 
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( ) 401 - 600 Million 

( ) 601 - 800 Million 

( ) 800 Mmion and 0 er 

8. Predominant type of anaged Healthcare Organization 

( ) Health Maintenance Organization 

( ) Preferred Provider Organization 

( ) Exclusive Provider Organization 

( ) Other (Please Specify --------J 

Section B : BIV/AIDS challenges to Kenyan MCO' . 

9. Do you consider HIV/AIDS to be a business issue? Yes ( ) 1 o ( ) 

10. If the answeT to question 9 above is no, why?-----------

11. lf the answer to que tion 9 above is yes is it -: 

(a) ( ) A business threat 

( ) A business opportunity 

( ) or both? 

(b) ( ) An internal management threat 

( ) An internal management opportunity 

( ) or both? 

Give reasons for your answer(s) above 
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12. In your opinion, to what extent do the following factors I challenge affi ct your 

organizational policies and operations? Use a five (5) point rating scale where-: 

1= o extent at all 

5 = Very great extent 

1 2 3 4 5 

a) High Cost of treatment ofmv and related ( ( ) ( ) ( ) ( ) 

conditions 

b) Need for regular follow-up of HIV positive ( ) ( ) ) ( ) ( ) 

people 

c) Technical aspects ofantiretroviral therapy ( ) ( ) ( ) ( ) ( ) 

d) Psychotherapy for HIV positive people ( ) ( ) ( ) ( ( ) 

e) Logistics of enabling medical personnel to ( ) ( ) ( ) ( ( ) 

keep constantly updated on HIV treatment 

t) Pressure from the general population to offer ( ) ( ) ( ) ( ) ( ) 

more services for HIV positive people 

g) Pressure from the government to offer more ( ) ( ) ( ) ( ( ) 

services for IDV positive people 

h) Pressure from the business community to offer ( ) ( ) ( ) ( ) ( ) 

more services for HlV positive people 

i) Increased business due to awareness of the need ( ) ( ) ( ) ( ) ( ) 

for medical services created by the HIV I AIDS pandemic 

j) Increased business due to pre-employment, ( ) ( ) ( ) ( ) ( ) 

insurance or other medical examinations requiring HIV screening 
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13. What other business challenges or opportunitie bas the HTV/AID pandemic 

presented to your managed healtbcare organization? -------------------

Section C : Strategies to tackle these challenges. 

Part A- Corporate Strategies (Respondents-CEO's MD s) 

14. Do the most popular medical plans you offer have exclusions for HIV related 

ailments? 

( ) Yes 

( ) 0 

15.What is the major reasoo(s) for having or not having this exclusion? 

[f your answer to question 14 is Yes, answer questions 16 and 17 

16. Do you have any medical plans you offer that DO OT exclude mv and related 

conditions? 

( ) Yes 

) No 
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17. lf yes what percentage of your medical plan business doe thi comprise? 

( ) 0 - 10% 

( ) 11 - 20% 

( ) 21 - 30% 

( ) 31 - 40% 

( ) 41% and Over 

18. Do you think the government should be involved in regulation of benefits package 

that IDV infected people are entitled to ? 

( ) Yes 

( ) No 

19. Give reasons for your answer in question 18 above.:----------

20. The insurance amendment act (Cap 487) of 19th December 2003 requires 

managed bealthcare organizations to separate between healtbcare delivery and 

finance. What effect do you think this will have in the management of your members 

wbo are infected by lllV? 
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Part B- Functional/Operational trategie (Re ponden -

Departmental Head ) 

21. Do the most popular medical plans you offer ha e exclusions for HIV related 

ailments? 

( ) Yes 

( ) 0 

22.Wbat is the major reason(s) for having or not having this exclusion? 

Customer service/Marketing Manager - Plea e an wer ection l 

Medical service Managers - Please answer ectioo n 
Finance Managers - Plea e answer section ill 

Human Resource Managers - Please an wer ection IV 

Section I - Customer Service I Marketing 

If answer to question 21 above is yes answer questions 23 - 24 

If answer to question 21 above is no answer questions 25 

Both groups should answer question 26 

23. In your opinion, to what extent bas this exclusion influenced the following? 

Use a five (5) point rating scale where-: 

1 = o extent at all 

5 = Very great extent 

1 2 3 4 

a) Patient complaints and dissatisfaction ( ) ( ) ( ) ( ) 

b) Covered company complaints and dissatisfaction ( ) ( ) ( ) ( ) 

c) Non renewal of medical schemes by customers ( ) ( ) ( ) ( ) 

5 

( ) 

( ) 

( ) 
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24. In your opinion, to what extents are the following methods used to infonn 

members about the exclusion? sea five (5) point rating cale ~ her -: 

1= o extent at all 

5 = Very great extent 

1 2 3 4 

a) From Initial group presentations to covered ( ) ( ) ( ) ( ) 

members on the exclusion before they join the scheme 

b) From periodic follow up group presentations ( ) ( ) ( ) ) 

to covered members after they are already members 

c) From brokers or sales people ( ) ( ) ( ) ( ) 

d) From contracts which are signed by all members( ) ( ) ) ( ) 

e) From personalized letters to each new member ( ) ( ) ( ) ( ) 

f) Other (Specify) ( ) ( ) ( ) ( ) 

g) Other (Specify) ( ) ( ) ( ) ( 

lf answer to question 21 above is no answer questions 25 

25. In your opinion, to what extent has covering IDV management and related 

conditions influenced the following? Use a five (5) point rating scale where-: 

1 =No extent at all 

S = Very great extent 

1 2 3 4 

a) Patient compliments and satisfaction ( ) ( ( ) ( ) 

b) Covered company compliments and satisfaction ( ) ( ) ( ) ( ) 

c) Renewal of medical schemes by customers ( ) ( ) ( ) ( ) 

5 

( ) 

( ) 

) 

( ) 

( ) 

( ) 

( ) 

5 

( ) 

( ) 

( ) 
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26. What other strategies bas your managed healthcare organizati n used to respond 

to the busine challenges posed by the HTV/AID pandemic? 

Section n- Medical Services 

If answer to question 21 above is yes answer questions 27 - 29 

If answer to question 21 above is no answer questions 30 

Both groups should answer question 31 

27. In your opinion, to what extent has this exclusion influenced the following? 

Use a five (5) point rating scale where-: 

1 = No extent at all 

5 = Very great extent 

1 2 3 4 

a) Rapid deterioration of health ofHIV positive ( ) ( ) ( ) ( 

members 

b) Increased cost of treatment of other possibly ( ) ( ) ( ) ( 

related conditions such us recurrent URTr s and diarrhoea 

28. ln your opi.nio~ to what extents are the following methods used to inform 

members abollt the exclusion? Use a five (5) point rating scale v here-: 

1 = o extent at all 

5 = Very great extent 

1 2 3 4 

) 

) 

5 

( 

s 

) 

) 

a) From service providers as they treat patients ( ) ( ) ( ) ( ) ( ) 
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b) Already know of exclusion before being seen ( ) 

by the service providers 

) ( ( ) ( ) 

c) Other (Specify) ________ _ () ()()()( 

d) Other (Specify) _______ _ () ()()()( 

29. To what extent do you provide the following added benefits to excluded ffiV 

infected members? Use a five (5) point rating scale where-: 

1 =No extent at all 

5 = Very great extent 

1 2 3 4 5 

a) Free counseling services ( ) ( ) ( ) ( ) ( ) 

b) Discounted rates on counseling services ( ) ( ) ( ) ( ) ( 

c) Free consultation even for HIV related conditions( ) ( ) ( ) ( ) ( ) 

d) Discounted rates on consultation for HIV ( ) ( ) ( ) ( ) ( ) 

conditions 

e) Free laboratory investigations for fiTV related ( ) ( ) ( ) ( ) ( ) 

conditions 

f) Discounted laboratory investigations for mv ( ) ( ) ( ) ( ) ( ) 

conditions 

g) Free X-ray investigations for IDV related ( ) ( ) ( ) ( ) ( ) 

conditions 

h) Discounted X-ray investigations for fUV ( ) ( ) ( ) ( ) ( ) 

conditions 

i) Free procedures and dressings for HIV related ( ) ( ) ( ) ( ) ( ) 

conditions 

j) Discounted procedures and dressings for IDV ( ) ( ) ( ) ( ) ( ) 

conditions 

k) Free drugs for HIV related conditions ( ) ( ) ( ) ( ) ( ) 

1) Discounted drugs for HIV related conditions ( ) ( ) ( ) ( ) ( ) 

m) Free lUV specialized clinics for HIV related ( ) ( ) ( ) ( ) ( ) 

conditions 

64 



n) Discounted HIV specialized clinics for HN Cond ( ) ( ) ( ) ( ) 

o) Free vi its to external sp cialists for H£ condihons( ) ( ) ( ) ( ) ( ) 

p) Discounted visits to external sp cialists for 1-UV cond ) ( ) ( ( ( ) 

If ansv er to qu tion 21 is 'o answer question 30 

30. In your opinion. to what extent has covering HIV management and related 

conditions influenced the following? sea fi e (5) point rating scale where-: 

1 = o extent at all 

5 = Very great extent 

1 2 3 4 5 

a) Improvement of health ofHIV positive members ( ) 

b) High overall treatment costs ( ) 

c) Decreased cost of treatment of other possibly ( ) 

()()()() 

()()()() 

()()()() 

related conditions such us recurrent URTI's and diarrhoea 

31. What other strategies has your managed bealtbcare organization used to respond 

to the business challenges posed by the HIV/AIDS pandemic? 

65 



ction Ill- Finance 

If answer to que tion 21 above is yes answer question 32 

If answer to question 21 above is no answer questions 33 

Both groups should answer question 34 

32. In your opinion, by what percentage would your premiums increase if you did not 

exclude HlV and related conditions? 

( ) 0-20% 

( ) 21-40% 

( ) 41-60% 

( ) 61-80% 

( ) 81% and Over 

33. In your opinion by what percentage would your premiums decrease if you did not 

cover HIV and related conditions? 

( ) 0-20% 

( ) 21-40% 

( ) 41-60% 

( ) 61-80% 

( ) 81% and Over 

34. What other strategies has your managed healthcare organization used to respond 

to the business challenges posed by the HIV/AIDS pandemic? 
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PPE D TWO: Excerpt from DaiJy atioo of February 7th 2005 

Republic of Kenya 

MJNISTRY OF FINA CE 

PUBLIC OTICE 

REGISTRATION OF MEDICAL lNS CEPROVIDER 

I wish to notify members of the public that in accordance with section 150 of the 

Insurance Act Cap 487, the following Health Management Organizations (HMO 

have applied to be registered as Medical Insurance Providers under the Act. 

1. Prosperity Health (Kenya) Limited ofP.O. Box 63907,00619 airobi 

2. Health First International Limited of P.O. Box 48350, 00100, airobi 

3. Trust Matk Insurance Brokers Limited of P.O. Box 19936, 00202, Nairobi 

4. Strategies Health Limited of P.O. Box 3550, 00100, airobi 

5. Safemed Insurance Services Limited of P.O. Box 20498 00200, Nairobi 

6. AARHealth Services Limited ofP.O. Box 41766, 00100, airobi 

7. AO Minet Insurance Brokers Limited of P.O. Box 48279 00100, Nairobi 

8. Resolution Health East Africa Limited of P.O. Bo 4469 00100, Nairobi 

9. Alexander Forbes losurance Brokers Limited of P.O. Box 30076,00100, 

Nairobi 

10. Liaison Insurance Brokers Limited of P.O. Box 58013,00200, airobi 

Their applications are being considered for registration. 

SAMMY M. MAKOVE 

COMMISSIO ER OF INSURANCE 
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APPENDIX THREE : INTRODUCTORY LETTER 

Dr. Deni Ogolla 
P.O. 8 58290 
Nairobi, 00200 

2_/04/2005 

To. 

Dear Sir I Madam, 

RE: REQUEST FOR PARTICIPATION IN RESEARCH WORK 

I am a postgraduate student in the Faculty of Commerce 
Uni ersity of Nairobi pursuing a Master of Business Administration (MBA). In order to 
fulfill the degree requirement, I am currently undertaking a management research project 
on Responses by Kenyan Managed Bealthcare Organizations to the challenges 
posed by the BIV/AIDS pandemic. The study focus is on identification of the 
challenges the HIV/ AIDS pandemic bas presented to Kenyan Managed Healthcare 
organizations and the strategies these organizations ha e de eloped to respond to these 
challenges. 

Your organization falls into the population of interest. I would highly appreciate it if you 
could assist me collect data by filling in the accompanying questionnarre or according me 
an appointment to come and assist you fill it 

Please be assured that the information you will provide is strictly for academic purposes 
and the identity of your organization will be treated confidentially. I shall avail a copy of 
the results to you once the study is complete. 

Thank you. 

Yours Sincerely, 

Or. Denis Ogolla 
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• UNMRsm oF NAIROBI 
FACULTY OF COMMERCE 

MBA PROGRAM- LOWER KABETE CAMPUS 

r ·h:r "'".: ;_;_ J6o F" ; us 
1 c!c;;r:u 1> •• 'J r ,ol~ -. ·.nrubl 
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TO WHOM IT MAY CONCERN 

Po a,., ; u 197 
'\Jo rllbo. II:. en~ 3 

. b r Nl _5 e; '~ 1 J: J/0 ocoL.1~ 
The bearer of th1s let er ............... . ..... . ........... ......... .. .. .. .. ....... .. .... .. ......... . 

Regis ra io~: 'o: . ..... ~f.. ! .. . / .f:./ .. ?. ??.f.?-:/t?~ ... ..... .... ..... ... ... . 
is a . fas er of Business Administration c ~ fB.-\) s udent of the Universi y of I airobi. 

He.'she is required to submit as part of histher course\\'ork assessment a research 

project report on some management problem. \'e '' ould like the students to do their 

projects on real problems affecting firms in Kenya. We wou ld, therefore, apprec iate 

if you assist him/her by allowing him/her to collect da a in your organization for the 

research. 

The results of the report will be used solely for academic purposes and a copy of the 

same will toe a"ailed to the inten ie,,ed organiza ions on requesl. 

Thank you. 

R, ·'IlL\ PI~OG R.-\ :'\ 1 


