
DISTRIBUTION STRATEGIES USED BY HEALTH 
MAINTENANCE ORGANIZATIONS IN KENYA 

BY 

ALUMILA EOF R Y MW WI 
D 61/ P/8565 /2000 



DECLARATION 

This management research project is my original work and has not been presented for a degree in 

any other university. 

Signed-~-~-· 
Alumila Geoffrey Mwagwi 

'I hi proj t ha b en ubmitted 

tu r: I p 1rtm n 

mm 

min ti n hh m 

II 

z_b{ 0' 11. 0~ 
Date----------------

tl uni' ~ it: 111 rvi l 1 

[ 



DEDICATION 

This work is dedicated to God, the almighty creator and sustainer for his great love and grace and 

who has enabled me to be alive today 

II 



ACKNOWLEDGEMENT 

Special tribute goes to the following personalities without whom this work would not have been 

a success: 

To my supervisor Mrs. Margaret Ombok for her guidance, support, constructive critism and 

inspiration. 

To all respondents in this study, your friendliness and hospitality cannot be ignored; I couldn't 

have done without you. 

pecial thank goes to all MBA students, their encouragement and support was much needed and 

appreciated. 

Lac;tly to d almighty fr m whom go d thing come. 



TABLE OF CONTENTS 

Content Page 

Declaration ................................................................................. i 

Dedication .................................................................................. ii 

Acknowledgement ........................................................................ m 

Table of contents ......................................................................... .iv 

List of table' s ................................................................................ v 

Li t of abbreviations ....................................................................... vi 

Ab tract. .................................................................................... vii 

haptcr one Introduction .............................................................. 1 

1.1 Background .. ............................................................................. 1 

1. I .1 Distribution strategic ........................................ · .. · .. · ........ · .... ·-

1.1.2 Health ector reforms .............................................................. 4 

1.2 tatcment of the problem .................................... · .. · ..... ·· .. · ........ · .. · .. 

1.3 bJccti ve of th tudy ................................ .... .. .. . . ........................ ! 0 

1.4 Importance o th stud ..................... . .... . .. . ... ..... . .... . ........... ........... \ 0 

~ hapt r t\'1-0 Lit r. tur R vi \\ ............. ...................................... . ..... 11 

2.() lr1tl<)(Ju tic>tl , , . . .......................................................................... ll 

Di tribuli n .............. . ..•••••.••.• .•.•••••......•.••..•. 11 

hm t t f t t t t t tIt t t t t t t t te t t t If te l 

• • • • • . ..••••.•...•••• .••. 1 

•••.••••••....•••.•...••..• ... 1 



Chapter Three Methodology ........................................................... 25 

3.0 Introduction . .. ........... ............ .......... .................... ..... ..... . .. . ...... . 25 

3.1 Research design .......................................................................... 25 

3.2 Population ................................................................................. 25 

3.3 Data Collection .......................................................................... 25 

3.4 Data Analysi ..................... . ..................................................... 26 

haptcr Four Data Analysis and Finding .......................................... ... 27 

4.0 lntr duction .............................................................................. 27 

4.1. eneral profile of re pondents .................................................. ... .. 27 

4.2 Year of establishment. ..................................................... . ........... 27 

4.2.2 Number of employees in the HMO's indu tr ..... ...... ................... _ 

4.2.3 umber of branches the HM 's ha\'e in the c untry . ..... .. .............. _c 

4.2.4 wncrship of the firms ....... . . ...................................... ... .. ..... _ 

4.2.5 Pr cnc fa m rk ting dt:p rtm nt.. ....................................... _9 

4.3 ., ypc or he lth t;I\' ICC ol Cl :d bv H ~ . . (_ 

1n n . ................................ .. 

4.1 . 1 

fiii CII it . • • • . . . • • • • . . • • . . . .•• 1 

.................... 

u 



4.6 Channel used to reach the patient.. ...... .. .......... .. .. .. .. .. .............. .. .... .... .. . 35 

4.7 Factors that influence the number of outlets used for accident hospitalization . .... 36 

4.7.1 Factors that influence the number of outlets used for illness hospitalization .... 37 

4.7.2 Factors that influence the number of outlets used for rescue& evacuation .. .. ... 38 

4.7.3 Factors that influence the number of outlets for outpatient services . ........... . .. 39 

Chapter Five Discussion, Conclusion and Recommendation .. .... . . . .. . . ...... .. ..... . . 40 

5.0 Introduction ..... ..... . . .. ....... . . . . .. .. ....... . . . . . . . ... . . .. . . . . .. . ......... ... . .... . ... ... ... .. 40 

5.2 Di cussi n .. ............. . ............. . . ... ..... .... .. .. .. ... ..... .... . .. .......... .... . . . .... .. . 40 

5.3 onclu, ion . . . ..... . . . .. . .. . ...... . . . ........... . ....... .. . . ..... .. .......... . .... . ......... . .... . . 42 

5.4 Rccomn1cndations ......... . ............. .. ........................... .. . . ......... .. . . ........... 42 

Litnitations of the study .............................................................................. 43 

uggestions for further research ....... . .. .. ......................................................... 4 

References. . ..................... . ... .. ................................. . .......... 44 

Appendix I: letter of intr uction .. . ..... . .... .. ... .. .... .. . . . . .. .. . ..... . .... .4 7 

Appendix 2: Q . . .i) 

ue tJonna1re . . .. . ...... ..... ... ......... . ............. . . .. ... .. . · . ·tt 

Appcndix3: 

II 



LIST OF TABLE S 

Table 4.1: Year of establishment. .......................................................... 28 

Table 4.2: Number of employees in the HMO's industry ............................... 29 

Table 4.3: Number of branches countrywide ...... .... .. ...... ....... .... ............... ... 29 

Table 4.4: Ownership of the firms ........................................................... 30 

Table 4.5 Type of service offered to patients ............................................... 31 

Table 4.6 Methods used for service offer .................................................... 31 

Table 4.7 Intensity of distribution for accident hospitalization services ................ 32 

Table 4.8 Intensity of distribution for illness hospitalization service .............. ... . 33 

blc 4.9: In ten ity of distribution~ r rc cue and evacuation ervicc ................ 4 

Table 4.10: Intensity of di tributi n for outpatient ervice .. . . . . . . . . . . .. . . . . . . . . . . . . . . . 5 

Table 4.11: Distribution strategies used to reach the patient. ............... ············· 

Table 4.12 Factors that influence number of outlets u ed for accident ho pitalization 

services . ... ............................................................. ..... ... ................ . _, 7 

able '4.13: Factors that influence number of outlet u ed [i r illm: h . pit lization 

rviccs ................................................ · ···· · · · · · · · · · · · ··· · · · · ·· · · · · · · · ·· · · · · .... . 

'f abl 4.14 !·actor that inf1ucn c number ut utkt u J 1r 

r\'i c . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . .. . . ........ ... . . . . . . . . . . .... l) 

u Ul ti Ill 

....... ' .......... ' '... ... . . . . . .. . 

II 



ABSTRACT 

The desire to have good health is common to all mankind. No normal person wishes to be sick. 

Never the less people fall sick and because of the contemplation of possibility of ill health at one 

time or other, man takes cover to facilitate his healthcare in the event of occurrence of ill health. 

The main objectives of the study were to determine the distribution strategies and the factors that 

influence the strategies used by HMO'S in the provision ofhealthcare services. Primary data was 

collected by means of survey questionnaire using both closed and open-ended questions. These 

que tionnaire were given to executive officers entrusted with making decisions on distribution 

tratcgie . The rc p n crate was 84% and data was analyzed u ·ing de criptivc stati ti s. 

The tudy findings showed that all firms were using arious di tribution trategi · to n.:a h th 

patients in varying extent. Most firms offered their ervices in all their utlet to a large extent all 

over the country and did not consider pre ence of competitor H 10 a~ a fact r in fTerinn their 

ervices. 

'fhc m st used di tributi n trategic wa , in n.:. sin • the numhct , nd 1 .tion t)l t utkts and 

reducing waiting time while pn, idin • m bil lini 

n I 

p 
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From the research it can be concluded that most HMO's have appreciated the use of distribution 

strategies to reach target market. Most of theRMO's offered their services in all outlets and in a 

geographical defined area and control the services offered. The most used distribution strategies 

were increasing the number and location of outlets and reducing waiting time for patients. ln 

determination of factors that influence the number of outlets for healthcare provision, managerial 

expertise and objectives and strategies of the company were the most important factors. 

It was recommended that firms should adopt appropriate distribution strategies so that the 

crvice reach the patients in the right time and place. Proper legi lation sh uld be put in place 

by the government in the hcalthcarc provi i n indu try. h~; study-~ cuscd m inly n distribution 

strategies u ·cd by HM ' , it was uggc ·ted that other marketing mi ariabh:s al·o b ·stu lil:d. 

The study could al o be replicated in other industrie or ector in Ken a. 



GNP 
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HDI 
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-Gross national product 
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-Human development index 

HIV/ AIDS -Human immunodeficiency virus/Autoimmune 
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PH -Primary health care 
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CHAPTER ONE 

INTRODUCTION 

1.1 Back ground 

According to the economic recovery strategy for wealth and employment creation report of 

2003, the Kenya's economic performance during the last two decades has been far below 

potential. Per capita income declined from US$ 271 in 1990 to US$239 in 2002.The number 

of people unemployed currently stands at over 2 million or 14.6% of the labour force. The 

persi tent poor economic performance worsened the poverty situation. The declining 

economic perfonnance, ocio -economic disparities and decreasing HDI have resulted in 

human d vel pment challenge for the country which gob yond . imply incrca ing e onomic 

gr wth to addre ·sing cia! and economic inequalitie · ( P rep rt Ken a 2001 ). Th 

detcri ration in the standard of living in Kenya i · well demon trated b the' r~cning in !...~.: 

cia\ indicator over the last two decade . llliterac rates increa ed as enrolm nt rate~ in 

primary chool declined while life expectancy and child m rtalit: '' )rscned. This 

di appointing development ha further be n ompli t d b · the Hl\ p·m(kmt ' 

( c nomic rec v r trat gy rep rt 2 3 ). 

I utur poli y challcn •c i I . nd 1 liti .11 

mrx rm nt J'l Ill( 

th 
. 

Ill\ II 



possibility of working with development partners to develop a framework for upgrading 

slums and informal settlement in the urban areas. (Economic recovery strategy report 2003). 

Socio- economic analysis of the poverty dimension reveals that the main health challenge 

facing the poor is affordability. Thus the major objective of the govemment is to improve 

affordability and coverage of quality health services particularly for the poor. Although the 

government has been allocating substantial budgetary resources to health sector, the general 

health of Kenyans continues to deteriorate due to, emergence of new diseases such as 

HIV I AIDS, emigration of health workers and misuse of resources due to corruption (MOH 

report 1991 ). Hence the government has resulted into taking the following actions, 

rehabilitation of existing health facilitie , overhauling the sy tern of procurement and 

di tribution of drug fl r health facilitie in rder to reduce c t f drug , mak them 

af[l rdable and al o to rationalize the di tribution y ·tern t en ·ur that drugs ar suppli I t 

area· where most needed, enactment of legi lation c n erting HlF into uti nul s ciul 

health in urance fund C"JSHIF) that ~Ill co\er both inpatient and utpatient mcdi ·ul nc ·ds 

by haring co t between the exchequer, the employer and mployc .. infonnul . c ·tor and 

other productive egments of ciety ( c nomic r 

1.1. 1 Di tributi n trat gi 

!em nt th m in • mi 
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based on an analysis of market, product, producer and competitive factors (Needham, 

1999). 

The degree of distribution is best seen as a continuum with three categories. 

Intensive distribution. Producers of convenience goods use intensive distribution, going 

for saturation coverage of the market so that the purchaser can buy the product with ease 

e.g. sweets soft drinks (Needham et al, 1999). 

Selective distribution. This is a market coverage strategy in which a firm chooses a limited 

number of retailers in a market area to handle it product lines. By limiting the number of 

retailer , the finn can reduce its total marketing cost while establishing better working 

relationship within the channel e.g. computer (Needham et al, 1999). 

>..clu ivc di tribution. Thi is when producer grant xclu iv right to a wholesal r or 

retailer to ell in ·pecific geohrraphic area e.g. car dealer·hip. me market covcra' m'l b 

acrificcd under a policy of exclusive di tributi n, but the lo c · b th dcYel pment or an 

image of quality and prestige for the product and b. reduced mark ting st · a· c ·iut ·d 

with the mall number of account eedham et aL 1 9). 

Ace rding to Me arthy ct al ( 1 0) o crin :i prl iu t lt • t •• sonablt.: 

pric i imp >rt mt to n u 11-:IS 

mu t , I o thin b ut in thl: ri •lu lJllmtiti .md 
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size), and whether sufficient numbers of customer will be within range of service (market 

density), as well as when, where, how and who will use the services (market behavior), 

(Rosenbloom, 1995). 

Manufacturers design channels that use intermediaries at the wholesale and retailers. 

Service providers who are in effect manufacturers and retailers combined have to address 

these issues themselves. Thus independent service providers must still design channels at 

the retail level that make their services conveniently available to their target market. 

(Ro enbloom, 1995). According to Kotler and Roberto, (2002) Place is where and when the 

target market will perform the desired behavior, acquire any tangible objects and receive 

any ru s iatcd crvice. We live in a c nvenicnc - ricntcd world in which many of u. plac 

an extremely high value on our families, friends, and favorite lei ur acti itie ' and hen ·c w 

need to be keenly aware that our target market will e aluate the c nvenience of ur fT·r 

relative to other exchanges (Kotler and Roberto 2002) . ace -·~ ·trategie · ar 

available for reaching target market which include, finding " ) t muk' the k ·ution 

cl er · finding way t extend hour , finding \ ' ; t m kt..: the 1 

finding way to b th rc at th p int f d nt.l find in l \\. • tt make 

1.1. .. II •tlth l't 11 r turm .. 

n m lJ 
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and financing health systems and delivering health services through health sector reforms 

(MOH report 1999). These reforms are concerned with improving equity, increased and 

better management of health resources, improved performance of health systems and quality 

of care, greater satisfaction of consumer and providers of healthcare. The components of 

health sector reforms include, organization change, financing change and service delivery 

change, which were identified at the Arusha conference as main areas of health reforms 

(WHO report 1991). 

The major purpose of reforms is to create conditions within the health sector for the 

provision of efficient, cost effective, acces ible, equitable and good quality healthcare. 

llowcver policy reform maybe difficult to achieve in an en ir nment g ing thr ugh rapid 

P litical and economic change , drought, overall decline in macr -e onomic situuti n and 

oppo iti n of political group to u er fee and pri atizati n reform· (M H re1 rt 1 )}. 

There i · a notable trend by many countrie in recent ·ear of promoting pri\ ate prm iders t 

help compensate for shortfall in government pr vi i n h lthcar s f\ 1 'c . Thi: in ·ludes 

for pr fit private companic and individual and n t l r p fit priv. tc t rg nization (\\ H 

r port 19 1 ). 

unui in h n I lll\l un lin • 

r u 

11 h lini \ • 



being ministry of health and ministry oflocal authorities. Other players are NGO's, Mission 

and the private sector. The health services are delivered through a network of 4214 health 

facilities, GOK-2149, NG0-845, and private - 1220 with the public system accounting for 

51% of total (MOH 

report 1991) .In the policy framework of 1994 the MOH vision was to support the creation 

of enabling environment for the provision of sustainable quality healthcare that is 

accessible, affordable, and accessible to all Kenyan. 

ver the last 1 0 years, macro-economic forces have led to inadequate financial resource 

flow of the health sector. These factors include low ec nomic growth, inflation and 

d valuation f the Kenyan hilling. The ri e in p verty level i an in r a in th burd n of 

di ·case r suiting from ph en men on uch a AID I HIV, B and train f mahria that ar 

resistant to conventional treatment have further strained the financial re urc" .The de lin 

in real earnings has direct negative implication on hou eh Jd e · enditur n h "alth 1 H 

rep rt 1991 ). 

urc s o financing o h alth includ 

und d chcmc and ris p >lin • 

d linin • Iundin • in p 

ttin ' 
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that maintains or improves the consumers and society (kotler and Roberto 2002) Primary 

health care is as old as human society. People everywhere have always practiced curative 

and preventive medicine, according to the culture and social organization. Cures may rely 

on local herbs; prevention may involve slaughtering a goat to satisfy the spirits or refraining 

from certain foods during pregnancy (Engelkes, 1990). PHC is defined as essential 

healthcare based on practical, scientifically sound and socially acceptable methods and 

universally accessible to individuals and families in the community through their full 

participation and at a cost that the community and country can afford to maintain at every 

tagc of their development in the spirit of self reliance and self determination (Engelkes, 

1990). 

According t the WH report ( 197 ), PH h uld at lea t include appropriut trcatn1 nt )r 

c mmon di ea es and inj urie , prov1s1on of e entia! drug , immunization again ' t th _. 

infectious di eases and education. The health ituati n in Kenya imprO\ cd progrc.siY I 

after independence up to 1990 but ha been deteriorating. Although th~.: g \ mmcnt has 

b en .allocating sub tantial budg tary re. urcc. to h alth . c..: t r thc..: gc..:nc..:ral h alth of 

Kenyans continu s to d t ri rat ~ r v r ~ 

mi u c of r urc du to e<Hrupti n 

i Ill 
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fixed payment. HMO's accepts the responsibility for the organization, financing and 

delivery of health care services for its members. One of the most unique aspects of an 

HMO is that it needs not be an organization in the conventional sense .An HMO is a 

grouping of facilities, physical and other health personnel into a single system that provides 

a full range of medical services to a specifically enrolled population for a fixed fee paid in 

advance. Thus it can exit as a set of contracts, a paper organization in essence or it can be a 

true organization (Rakich et al, 1977). According to Zelten (1979), the features that most 

clearly differentiate HMO's from the existing health delivery and financing systems, is the 

c mbination of delivery and financing within one organization. 

Th c nccpt of liMO's tarted in the 19 0' in Kenya. The ffcr health pa kagc, but 

commi ·ioner of in urance doe not regulate them like th in ·urancc c mpani~.:s )ff~o:rin, 

health ervices. This has resulted to very teep competiti n between th HM 's and 

msurance companies and among the propo al made b A ciati n f Ken a ln.·ur r c n 

reform to the In urance Act i legi lation of HM · ( ra a. 2 02). Hen rganization, in 

hcalthcare provi ion are competing to rea h the t rgct m rht t tht nght tlm and ph ' 

b tt r than then;. 

1.2 • tat m nt < th Probl m 
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and devaluation of the Kenya shilling .The rise in poverty levels and increase in the burden 

of diseases resulting from phenomena such as AIDS/HIV, TB and strains of malaria that are 

resistant to conventional treatment have further strained the financial resources. 

The decline in real earnings has direct negative implication on house expenditure on health, 

(MOH report 1999). With the above in mind there is a notable trend by many countries in 

recent years of promoting private providers to help compensate for shortfall in government 

provision of health care, which includes for profit private companies and individuals, and 

not for profit private organization, (MOH report1999). Due to liberalization of the Kenyan 

ec nomy, there has been inten e competition even between profit oriented and non-profit 

oriented organi1.ation, (Wainde, 2002). The concept of HM ' . started in K n a in th 

1980's with the aim of providing affordable heath carc at a pre-paid premium. (Arasa, 

2002). 

This has led to the emergence of mor pla. ers in the field ot H ' . . m:~.:~.:ssitating the need 

reach target market c nvcnicntly th n mp titi >n. tit ~.: mpdition b t\\ !!en th 'S 

organi1.ations ha led to s{ m f them 

19 J9) markcte u num rou t 
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healthcare services, given the unique nature of healthcare provision and the political, legal , 

environmental and economic factors involved. It is therefore necessary to conduct a study to 

find out distribution strategies used by HMO's to reach target market. This study aims to 

answer the following questions; 

I. What are the distribution strategies used to reach the target market by health 

maintenance organizations? 

n. What factors influence the choice of such distribution strategies? 

1.3 Objectives of the study 

This tudy focu es on the following research objectives 

I. o detennine the di tribution tratcgie u ed by HM 's m the provi ion of 

heal thcarc. 

II. o dctcnninc factor · that int1ucnce trategics u ·cd b HM 's in the pn isi H'\ )j' 

heal thcare. 

1.4 Importance of the tudy 

The rc ults of this study may be of u c to the olio wing 

a. The K nya government which rna; u c the findin t hdp put in pl; e the r h:vant 

lcgi Iation rcgul ting the cto1 . 

h. 'I h II th uti n I I[ th~om 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Introduction 

This chapter contains literature review on distribution. The review includes distribution 

channels, distribution strategies and distribution intensity. Factors that influence the choice 

of distribution strategies are also reviewed. 

2.2 Concept of Distribution 

According to Rosenbloom ( 1995) it is not possible to have one definition of the marketing 

channel becau. e of the different per pective or viewpoints from manufactur r's, 

whole. alcr's, r tailer's, consumer and re earcher. Manufacturer's m focu. on th di ffcr nt 

intcnncdiarics needed t get pr ducts to cu tomcr '. wh lc ·alcrs and n.:taikn; rna , vi ., it us 

the flow f the title to the good as the proper delineat r of the markl.!ting chann •1 ·, 

con ·umer may view the marketing channel as imply a l t of 11ddlem n standmg b 'l\\ ·en 

them and the pr ducer of product. And finally th r ~ r h r may des rihc it as stru tural 

dim nsion and efficiency of p rati n. Thu tht:: m rkt:tin' h. nnd ~... n b~.: ddint::d from th 

marketing managem nt p int of vi v. o pr du in nd m. nu , turin • t\nn \ th c t m, l 

C<>nt a tual ,r • niz.ati >n hi it di tti\ util n ll it: ~tiHs 

·nbh 1111 1 ). 
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companies, storage finns and transportation companies, which are not fonnally included in 

the distribution channel. 

Place Includes Company's activities that make the product available to target consumers. The 

role and purpose of distribution is to transport goods and services in the most effective and 

efficient way from where they are to where they need to be (Worsan and Wright 1995). In 

goods marketing framework the product manufacturers control promotion and pricing, but 

distribution is normally delegated to marketing intermediaries. Finns must consider the needs 

and attitudes of potential target markets when developing place, and people in particular 

target market should be satisfied with the same place sy tem (Me arthy et al, 1991 ). 

Distribution channels arc among the m ·t critical decisions facing munagcml;nt. 1 his i · 

becau ·e channel choices once made are often very difficult to change: tht! compan_ 's cho ·en 

channels ultimately affect other marketing deci ion. (Kotler. 1 7). cc rding t Me m th 

and Williams (1991 ), Place deci ~ jon have long -run cffc t : the~ an: harder to chnng • than 

pro~uct. price, and promoti n dcci ion . t c~tivt.: "orkin rr. n •~.:m~.:nt. ' ·ith other.' in the 

channels partn rs may als limit ch ngc . 

int m 

rn 
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According to Okatch (2002), marketing channel perfonn the work of moving goods from 

producer to consumer. It overcomes the time place and possession gaps that separate goods 

and services from those who need them. Members of marketing channel perform key 

functions, which include; Infonnation: they collect and disseminate marketing research 

information about potential and current customers, competitors and other actors and forces in 

the market environment, Promotion: i.e. development and dissemination of persuasive 

communications designed to attract customers to the offer, Negotiation: they attempt to reach 

final agreement on price and other terms so that transfer of ownership or possession can be 

affected, rdering: Placing notice of intention to buy from manufacturer, Financing: the 

acquisiti n and allocation f fund required t financ in cntoric at diffl rent lc L of th 

marketing channel, Ri ·k taking: the a· umpti n f ri k c nncctcd with can· ing ut th 

channel work, Title: The actual transfer of owner hip fr m ne lrganization r pers ln t ) 

another, Physical: the successive torage and movement f phy ·il:al products fr m raw 

material to the final cu tomer, Paym nt: bu) r' pa~m nt f th ir hills to the . ell r thmugh 

banks and other financial in titution. 

2.3 Di trihution hann I 

m nt mi ldkn n us l 
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and retailer. Three - level channel - Contains three intermediaries. According to Stanton et al 

(1994), diverse distribution channels exist; main ones are, distribution channels for 

consumer goods, business goods and services. In the distribution of consumer goods, five 

channels are widely used. They include 

Producer, Consumer; it is the shortest and simplest distribution and involves no 

middlemen. 

Producer, retailer, consumer; where many large retailers buy directly from manufacturers 

and agricultural producers. 

Producer, wholesaler, retailer, consumer; it IS the traditionally used and the only 

cc nomically feasible choice. 

Producer, agent, retailer, con umer, producer ; produ r prefer to usc an agent 

middl emen t reach the retail market, c ·pe iall y large- ·calc ret· ilcr. 

Producer agent, wholesaler retailer, con umer; to reach ·mall retailer-, produc r· flen 

usc gent middlemen, who in turn call on whole aler that ~ ell to large r tail chain and ·mull 

retail stores. The distribution of bu ine g d u ually inc rp rat the pr duct into th -ir 

manufacturing proces or usc them in th ir p rations. ur mm n h. nnd. t't r bus in s , 

go ds includ ; 

Produ r, u cr· it' 

bu in 

u h 

pa lu t th n n • th 

unt r 

uti n t tu 
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Producer, agent, user -Finns without their own sales department finds this a desirable 

channel. Also a company that wants to introduce a new product or enter a new market may 

prefer to use agents rather than its own sales force. 

Producer, agent, Industrial distributor, user; it is similar to the preceding one and used 

when for some reason, it is not feasible to sell through agents directly to the business user. 

The intangible nature of services creates special distribution requirement. There are only two 

channels for ervices that are; 

Producer, on umer; because a service is intangible, the production proces and ale 

activity ften require per. onal contact between pr duccr and con umcr, h nee a direct 

channel is used e.g. healthcar and legal advice . th r ·amplcs of IV icc. in ·lud tra el, 

insurance, weight-lo ·s coun ·cling and entertainment, \ hich n a all n.:quirc dir ct ·ham I 

(Rosenbloom, 1999). 

Produc r, agent, and con umcr - agent frequently a i t 

o ownership (the ale ta k r r lat 

entertainment and in ur n 

n c m umcd at th 
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2.4 Distribution Strategies 

The objective of the place-marketing tool is to develop strategies that are convenient and 

pleasant as possible to target audience more than competitor. As a key marketing -mix tool it 

includes various activities the company undertakes to make the product or service accessible 

and available to target customer (Kotler, 1997). 

Services have special characteristics that distinguish them from products. These 

characteristics include, perishability, customer involvement, and difficulty of standardization, 

in eparability and intangibility. These special characteristics have significant implications for 

all area. of marketing management, especially the fom1ulation of channel strategy, de igning 

the channel, managing the channel, and in orne case. evaluating chann l m mb rs 

(R lsenbloom, I 999) . he intangibility f ·ervices makes them more difficult to dill' r ·ntiat · 

than product and requires marketer · to be more imaginati' e in order t success full 

distingui ·h their ervice from those of competit r ·. The ef\ 1 ·e pr nd r can attempt to us 

product strategy to tangibilize the ervice .i . by att mpting t' a . oc1atc the en 1 • \\ ith 

some image or object; it can be made m r con rdt.: Ro nbl m. 1 

llow th crvicc i a tu II ere 1 •• th m 
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differentiate it from hotels providing accommodation of two to three days (Rosenbloom, 

1999). The service and the channel providing it are virtually inseparable and all aspects of the 

marketing channel with which the consumer come in contact are thus a reflection of the 

quality of the services e.g. important aspects of the physical facilities include access, parking, 

external signs, appearance of the building exterior, and the interior decor, lighting, climate, 

control, fixtures and cleanliness (Rosenbloom, 1999). 

According to Rosenbloom (1999) any provider of services that achieves a level of service 

capable of satisfying its target customers would like to be able to duplicate the perfonnance 

throughout all of its units at any given time a well as to be able to repeat the perfonnance 

over time. tandardi1.ation of service i a the retical ideal , n t achi va lc in th r a! world, 

however rganization · can ·till attempt to achieve tandardtzation through franchi 'd 

channel · Franchi ·ed channels are characterized by a clo e bu ine relati n hip b t\ een 

franchi or and franchisee that includes product, ef\·ice, trademark, markctmg 'trateg , 

training, merchandi ing, management, perating manual and standard. qualit cc ntrol. 

'rl1ough a franchi r c n r quir it ranchi 
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Many services do require affair degree of involvement of the customer and channels designed 

to provide services requiring customer input should attempt to facilitate customer 

involvement e.g. In the healthcare field one finn Vita -stat- medical services Inc, developed a 

machine that requires total customer involvement called a health monitor center (HMC), the 

machine enables consumers without the aid of any employee to weigh themselves and take 

their own blood pressure and pulse (Rosenbloom, 1999). The machine can be located 

virtually any where e.g. supennarket, drugstores, as long as there are enough interested 

customer to u e the (HMC) which is usually provided at no charge, customers become their 

own doctor, for a range of diagnostic tests provided by the HM (Rosenbl om, 1999). 

llowevcr these machines ar not meant t replace the job d nc by train d healthcar 

profcssi nal ·, but their growing acceptance d c ·ugge t that pc pie arc abl' and willing t) 

bee me inv lved in providing services for them eh es (Ro enbl om, 1 c 9). 

The locati n and channel u ed to supply en·ice to target cu:tomer. arc two k ,.~ de 'i i )11 

area and involve con idering how t deliver 

t, kc p1ac . 'I hi ha particular r I vane 

will h produc ' nd con um I t th 
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1 

th u_ t mt:r. nd '' h h.: thi. should 

· nnt)t l stt r l nd 

h. imr tt. n~:~: . th 

l i th 

liz till\ 

r 



than one location (Payne, 1993). Where the service provider can go to the customer site 

location becomes much less important provided it is sufficiently close to the customer for 

good quality service to be received. When the customer and the service organization transact 

at arm's length, location may be largely irrelevant (Payne, 1993). 

The importance of location varies according to the service concerned and some of the key 

considerations that should be addressed by the service marketers include, market 

requirement; if service is not provided in convenient location, will purchase of the service be 

P t phoned, or use delayed? trends -what are the trends in the service sector? Are 

c mpetitor · reaching out into market ? Flexibility- how flexible is the service and i it people 

or technology bas d? if the rganizati n ha th obligati n t I cate in a c nvcni nt it c. l. 

public service · like health care? how critical ar c rnplcmentar ·crvicc · t th locati )!1 

deci ·ion? are cu ·torners seeking service systems or ervice clu ter ? 

The second type of deci ion relate to who participate in the f\'1 deli\ cry in t nm; of 

both organizati n and people. There are thr kind p rti ip nts. th~ s~.:f\ 1 prm 1d r, 

int mtediaric and cu torn r . Alth u h dir~.: t k h b ~.:n ditit n. ll • • ppwpn~ t m 

i trihuti< n for 'ic many int I 11\l: )j, I ic (I : '11~.: , 
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Finding ways to extend hours e.g. Pets on the Net. According to kotler and Roberto 

(2002) viewing pets available for adoption on the internet can help reduce the chances of 

adopting a pet that isn't what they are really looking for and reduces the time it takes to travel 

to a center. Thus many Humane societies across America have created websites where all or 

some of the pet currently available for adoption are featured 24 hours a day 7 days a week. 

Some websites include features such as daily updates on opportunity to put a temporary hold 

on an animal information on, how to choose the right shelter pet, and reasons the pet was 

given up for adoption. 

Finding way to make the location more appealing; e.g. Mammogram at the mall .The 

1dea was to set a mammo6rram clinic at mall bccaus many w men air ad pi k -up birthda 

gi fts, grab dinner and get their haircut at the mall. Hence this atm ·pherc ' oultl b less 

intimidating ·etting than traditional doctor's office or ho ·pita! (Kotler and Rob 110 _QQ_). 

inding way to be there at the point of deci ion-making; .g. in ludc. 1 aning ' ests at 

public beach s making frc littcrbag availabl , t g pump nd prl vi ling pd. w. sk bag,s 

and rcc ptael at park and walking trail Kotler nd R b n _ 

findin g ' · \ to m k p r ormin • th d ir l h 
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(Berkowitz et al, 1994). Achieving the best coverage of the target market requires attention 

to the density and type of intermediaries to be used at retail level of distribution. 

Three degrees of distribution density exit i.e. Intensive, exclusive, and selective. Intensive 

distribution means that a finn tries to place its products and services in as many outlets as 

possible. It's usually appropriate for convenience products or services e.g. automatic teller 

machines and increasingly medical services are distributed in this fashion (Berkotwitz et al, 

1994). Exclusive distribution is the extreme opposite of intensive distribution because only 

one retail outlet in a specified geographical area carries the finn's product and sometimes 

manufacturer igns exclu ive distribution agreements (Berkotwitz et al, 1994). Selective 

distribution entails a policy of using le than all tho willing to di . tribut th pr duct and is 

favored by manufacturer of shopping and pecialt goods since ther is prestig' attache I to 

where the product are purcha 'cd from a well a in the quaht. of the brands (Kibcrn and 

Waruingt 1998). 

2.5 actor influencing the choice of di tribution trat gi . 

According to Ro nbl om ( 1995) thcr n:: th t int1u~n th~ ~ht 1 'c of 

di tribution trat gi 

rnpany intl'rmedi 
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and distance from the producer or manufacturer. The basic tasks usually are the development 

of a channel structure that adequately covers the markets in question and provides for an 

efficient flow of product to those markets (Rosenbloom, 1995). Market size - refers to the 

number of customers making up a market, hence the larger the number of individual 

customers, the larger the market size (Rosenbloom, 1995). Market density- determined by the 

number of buying units (consumer or industrial firms) per unit of land area. In general the 

le s dense the market, the more likely it is that intermediaries will be used (Rosenbloom, 

1995). Market behavior - It refers to how, when, where customers buy and who does the 

buying (Ro cnbloom, 1995) 

Product variable 

Ace rding to hurchill et al ( 1995) marketer need to a ·k thcmsclv<.! · whclh<.!r the natur o f' 

the product lend it elf to a particular type of di ·tributi n channel. In me cast!·, a pr du ·t 

related characteri tic may override other factor in channel ele ti n. e.g. a highl_ peri ·hubl , 

product such a mo t ervice and comple. · pr duct may requin: a t.hrc 't channel. L1fc, ·clc 

tag is imp rtant a a new pr duct m .' r quin.: t bli ht.:d intt.:mkdl.tti . It r1, ~ it 

credibility. 

lnt rm di tr. 
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intennediaries The basic approach of the evaluation of intennediary services involves, 

evaluating the services offered by particular intennediaties to see which one can perfonn 

them most effectively (Rosen bloom, 1995) 

Environmental variables 

Many factors in the marketing environment can influence which channel will be most 

effective, this includes competitors, the economy and laws and regulations pertaining to 

distribution. Marketers do well to observe which channels competitors are using because it 

may be hard to compete if the product is not available in the same place. On the other hand, 

marketer may take advantage of making product available mcwhere that comp titors are 

not pre, cnt ( hurchill ct al, 1995). hangc ' in cconomi climate t nd to influence wh rc 

consumer make their purcha es. During rece ·i n, the arc more likcl to rcstri ·t th •ir 

shopping to retailers that specializes in low pnce or high value hcnc the producer could 

focu in uch store . During recession the producer rna) al ·o find that intem1ediari s ar, 

more con ervative about taking on new product ( hurchill t a!, 1 5). 
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to use. Many companies lacking know-how turn the distribution job over to middlemen, 

(Stanton et al , 1994). Marketing and general objectives and strategies such as a desire to 

exercise a high degree of control over the product and its service may limit the use of 

intennediaries. Hence such strategies as an emphasis on aggressive promotion and rapid 

reaction to changing market conditions will constrain the type of channel structure available 

to those firms employing such strategies (Rosenbloom, 1995). 

Consumer's factor 

According to Berkowitz et a! (1994) consumer characteristics have a direct bearing on the 

choice and management of a marketing channel. Hence in detern1ining which channel i most 

appropriate i ba ed n an wcr to fundamental que ·tions such a ; who arc potential 

cu ·tamer ? Where d they buy? How do they buy? What do the bu ? 

The objective of the Place-marketing tool is to develop ·trategie. that ure com cment and 

pleasant a possible to target audience more than comp titor. key murk ·ting-mi. to 1\ it 

include variou activitie the company und rt k to m kt: th~: prl du t l r ~t:f\ i ~.: a~: '~:s. 1blc 

and availabl to targ t u t mer (Kotl r, 1 >7 . 
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3.0 Introduction 

CHAPTER THREE 

RESEARCH METHODOLOGY 

This chapter contains the research methodology used for the study. The research design, 

population and data collection and analysis methods are elaborated 

3.1 Research Design 

Thi is a descriptive survey aimed at evaluating the extent of use of distribution strategies by 

HMO's in their objective to reach the target market. Cooper and Emory (1995) assert that 

descriptive study is used to learn the who, what, when, where and how of a phenomenon, 

which is the focu of the current study. 

3.2 Population 

1 he population of interest in thi tudy compri ·e of I 9 HM 's dealing with hcalthcar · 

provi i n in Kenya. The ·e have been obtained from the Kenya medical dire ·tor , -00. --004 

edition. Since the number is small a cen u tud will be conducted. 

3.3 Data ollection 

Primary data wa collected u ing a tructurcd qu tionn m.:· 

with making of deci . ion on di tribution 

and pick later method wa u cd to 
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3.4 Data Analysis 

Descriptive statistics was used to analyze the data. Data in section one of the questiOimaire 

was analyzed using frequencies and percentages. To determine the extent of use of 

distribution strategies, mean scores and standard deviation were used to analyze data in 

section two. Distribution strategies with the highest mean scores were regarded as the most 

used and vice versa. In section three mean scores and standard deviation were used to 

determine factors that influence the choice of distribution strategies used. Those with the 

highe t mean cores were regarded as most important and vice verse. 



CHAPTER FOUR 

DATA ANALYSIS AND FINDINGS 

4.1 Introduction 

This chapter contains summaries of data finding together with possible interpretation. Data 

collected was initially coded to enable grouping of similar reponses, after which were used to 

analyze the data of 19 HMO's that were targeted. There were 16 respondents giving a 

response rate of 84%This chapter is divided into three sections, the first section analyses the 

general information of the finns, the second section analyses the extent of use of distribution 

strategic and the third section analyses the factors that influence the distribution trategies 

used . 

4.2 cncral Profile of rc pondcnt 

The general profile of the re p ndents uch a · year of e -tabli ·hmcnt, number of cmpl c.:cs. 

number of branches countrywide, pre ·ence of marketing department and 0\\ ncrship of the 

company are pre ented in thi ection. 

4.2.1 Year of e tabli hment 

Rc pondent were a ked to indicat they ar in whi h the firm ' cr~ ~ t bli , h d. h~ 

rc ult ar umman1 d in tabl 4.1 b low 



From table 4.1 it can be concluded that finns established between 2001 and 2004 fonned the 

highest percentage of 43.75%. Finns that were established between 1996 and 2000 followed 

this with 31.25% of the industry while finns established between 1984 and 1995,1991 and 

1995 had the lowest percentage of 25%. It can clearly be seen that there has been growth in 

the healthcare provision industry from 1990 to date. 

4.2.1 Number of employees in the HMO's Industry 

Respondents were asked to indicate the number of employees in their firms as this was likely 

to have implication on the type of services offered by this firms. The findings have been 

ummarized in table 4.2 below 

Table 4. 2 Number of em 

Number of employees 

Source: Research data 

loyee in the HMO' lndu try 

Frequen y Perc ntage 

12 
2 12.5 
0 0 
2 12.5 

16 100 

rom the table 4.2 above mo t HM ' employed b twe n 1 to 1 p pie Thi. atcgor~ had 

the highe t percentage of 75%. There w r only two firm l2.- o) th t ~.:mpl ) 1 1 t\\ 11 

101 t 200 pe pic. Tho c that employed 01 to 4 

4.2.3 umh r of bran h 

~, h numh r of hr m h 
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From table 4.3 the company with the highest number of branches had 1 0 branches, which 

fonned 25% of the organizations. 4(25%) of the finns had 6 branches. Four (25%) of the 

finns had 4 branches while other 4(25%) had 1 branch each. Two ( 12.5%) had 1 0 branches 

while the last two (12.5%) of the organizations had 2 branches countrywide. 

4.2.4 Ownership of the firms 

Respondents were asked to indicate the ownership of the firms and the following table 4.4 

summarizes the findings. 

T bl 4 4 0 a e . wners lp 0 e trms h' fth fi 

Ownership Frequency Percent~e 

Local 4 25 

Foreign 2 12.5 

Joint Venture 10 62.5 

Total 16 100 
.__ 

ource: Research data 

From table 4.4, I 0 (62.5%) of the firm are joint \ enture · betv. ecn local and for •ign 

individual . Four (25%) of the firms are Locally owned while 2( 12.5° o) of the finns ar • 

owned by foreigners. This shows that mo t HMO' are joint venture . 

4.2.5 Pre .ence of a mark ting d partmcnt 

Rc p nd nts w r asked to indicate if th ir rg m ti n h m r tin 

had m trk tin • d p·trtmcnt whit did n h th ll llh t l\f th 
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Table 4.5 Type of services offered to the patients 

Type of services Frequency Percentage 

Accident hospitalization, illness hospitalization, 6 37.5 

Rescue and evacuation, outpatient 

Accident hospitalization, illness hospitalization, 2 12.5 

and outpatient 

Outpatient 2 12.5 

Accident hospitalization, illness hospitalization, 4 25 

outpatient 
Accident hospitalization, illness hospitalization, 2 12.5 

Rescue and evacuation, outpatient 

Total 16 100 

Source: Research data 

From table 4.5 above, there are only two finns which offer outpatient services only; the other 

firm offer a combination of services.37.5% of the firms offer a combination of accident and 

illne ho pitalization, rc cue and evacuation and outpatient crvicc . 12.5°'0 of the 1inn 

offer accident and, illnes ho pitalization and outpatient service ·. Thl: )thcr l _ .so~o of th 

organization offer the combination of acctdent and illne · ho pitalization. rescue and 

evacuation and outpatient ervices 

4.3.1 Method u ed to offer health cn·icc. to pati nt 

In the pro\:i i n o h alth . crvic HM ' u e di r nt m r c.:n k c.: . 

I e p mdcnts wcr · usked to ind i t th m th u th 1 .ui nt .u d the.: 

llowin • t thlc .6 umm tri in •. 



From table 4.6, most organizations use combinations of methods to offer health services. 

6(37.5%) of the finns offer services from their own outlets and contracts doctors and 

hospitals. Only 2(12.5%) of the organizations offer their services in their own outlet only. 

6(37.5%) of the finn's contracts hospitals and doctors only, while 2 (12.5%) have their own 

outlets and also contracts hospitals. 

4.4 Intensity of distribution 

In this section intensity of distribution i.e. Selective, Exclusive and Intensive are analyzed. 

The analysis was done on the four services offered by HMO's i.e. Illness hospitalization, 

Accident ho pitalization, Rescue and evacuation and Outpatient services using a Iikert scale. 

Data ha been analyzed using mean score and standard deviation. Stardard deviations 

below J.:er m ant that resp ndents were clu tered ar und the mean whil' thos abo c on 

meant that rc p ndcnt varied from the mean. The followmg tables summarite the.: findings. 

Table4.7 Intensity of di tribution for accident ho pitaliLation 'crvicc , 

Intensity of di tribution I Mean td 

ervices offered in all outlet 

mt 
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3.7807 respectively to a large extent. Using one outlet for the service offer was considered to 

some extent (3.495). The least used strategies were offering the service in a few outlets one 
' 

outlet and using outlets with no competitor HMO's with mean scores of 0.923 ,0.852,0.780 

respectively. 

4.4.1 Intensity of distribution for illness hospitalization services 

Respondents were asked to indicate the extent to which they used the number of outlets for 

illness hospitalization services to reach the patients. The findings are summarized in the table 

below. 

Table4.8 Intensity of distribution for illness hospitalization services 

ervice. offer din all outl ets 

Services offered in a defined geographical 

area 
Services offered all over the country 

Source 

Th r were 14 r sp nd nt wh tcred illn 

t1 utc •y wtccl from rin th 

ntrollin • the c ilin • th 11 

Mean 
core 

3.4950 

0.9950 

0.7092 

3.4950 

4.0664 

4.2 91 

td 

0. 405 

0.57 9 

1.1094 

0.7559 

0.4 \. 
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4.4.2 Intensity of distribution for rescue and evacuation services 

The number of outlets used for provision of rescue and evacuation services was detennined 

by asking the respondents to indicate the number of outlet used to offer the services. The 

findings are summarized in table 4.9 below. 

Fr 

m 

., 

Table4.9 Intensity of distribution for rescue and evacuation services 

Intensity of distribution Mean Std 
scores deviation 

Service offered in all outlets 4.2950 0.4216 

offered in a few outlets 0.7950 0.6749 

ffered in nly one outlet 1 .2950 

offered in a defined geographical area 

offered all over the country 4 .09 5 0.70 

ervices offered in a defined geographical area & 3.9950 0.7071 

controlled 

In outlet u ed there is no competitor HMO 0.4 -0 

-~~~--------~~----~----~ 
Source: Research data (n 1 0) 
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4.4.3 Intensity of distribution for outpatient services 

Respondents were asked to indicate the number of outlets used to offer outpatients services. 

The findings are summarized in the table below. 

Table4.10 Intensity of distribution for outpatient services 

Intensity of distribution Mean Std 
scores deviation 

Services offered in all outlets 3.4950 1.3861 

Services offered in a few outlets 1.3521 0.8644 

Services offered in only one outlet 1.4978 1.6613 

Services offered in a defined geographical area 4.2092 0.4688 

Services offered all over the country 2.9042 1.5933 

Services offered in a defined geographical area 3.4950 1.3587 

& controlled 

Jn outlet used there is no competitor HMO 0.9235 1.0894 
...._ 

ource: Research data (n 14) 

There were 14 re p ndent who offered outpatient servi cs. r m the mean. sc r in tabl 

4.10 above, the most used strategy wa offering the ·ervice in a g<.."ographical defined area 

(4.2092), followed closely with offering the Cf\ice mall outlet· and in geographical area and 

c ntrolling the ervice offer with both ha\'ing a mean c re of 3.4950). The least us d 

trategie were providing the ervice in few outl t uti t nd in • n ( uth.:t with( ut 

c mp titor HMO's with m an core o 1.3521 1.4 7 r p~: ti\ d:. 



4.5 Distribution strategies used to reach the patient 

It was important to determine other strategies used by HMO's to reach the patients other than 

number of outlets. The findings have been summarized in table 4.11 below 

Table 4.11 s trateg1es use dt o reac h th e patients 

Strategies used Mean score Std deviation 

Increasing the number& location of 2.8712 1.7816 

outlets 
Providing mobile clinic 0.8700 0.7187 

Reducing waiting time 2.8700 1.4548 

Provide pickup and dropping services 1.4950 1.5491 

Being there at the point of decision 2.8700 1.3601 

Extending working hours and days 2.7450 1.6930 

'-- '1 The option of online, phone, mai 1.7450 1.4375 

~rcha c -
Making 1 cati n more appealing 2.4950 1. 7126 

I...-

Source: Research data (n 1 6) 

rom the table 4. 1 1 above the most u cd distribution ·trateg b liM · · to reach patients is 

increa ing the number and location of outlets, which had a mean ·c re f (2. 7 1 2). This wa. 

followed clo ely by reducing waiting time and being there at th p int of de i:ion with 

patient which had both mean core of (2. 7). E ·tending working h ur and days of th, 

w ek and finding way of making location m rc ppc lin \\ith ml:.n sl: n.:. l f 

(2.745 and (2.495) re pc tivcly. At th pm h. in • onlin 
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channel that is, Service provider-Broker/Agent- patients, followed by direct channel and few 

used, service provider-Franchise -patients channel. This was consistent with those 

respondents who offered illness hospitalization, outpatient and rescue and evacuation 

services. 

4.7 Factors that influence the number of outlets used for accident hospitalization 

services 

In provision of accident hospitalization services several factors influence the number of 

outlets to be used. Respondents were asked to indicate the factors that influence the number 

of outlets to use for accident hospitalization services. The findings are summarized in table 

4.12 below 

Table 4.12 Factor that influence the number of outlet for accident 

ho italization ervice 

Number of patient making the market 

Past experience with an outlet 

ompetition from other HMO' 

Mean 

2.92 5 

3.2092 

1.4525 

1.4475 

m 



outlet, number of patients per unit area with mean scores of (3.7801), (3.20928) and 

(3.06642) respectively. Laws and regulations (2.9237), patient physical location (2.92357), 

Number of patients making the market (2.78071), Size of the company (2.4950), Financial 

capacity of the company (2.35214) and Economic situation (2.2357) followed in that order. 

However the presence of competitor HMO's in an outlet was the least important factor with a 

mean of (0.9235). 

4.7.1 Factors that influence the number of outlets used for illness hospitalization 

services 

ln provision of illness hospitalization services several factors influence the number of outlets 

to u e. Re pondents were asked to indicate the factor that influence provi ion of the e 

ervic by liMO' . The findings have been summarized in the table below 

iati u 
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3,495,3.3521,3.202 respectively. Financial capacity (2.9235), Patient physical location 

(2.7807), size of the company (2.4821), Economic situation (2.3512) and number of patients 

making the market (2.2814),) followed in that order. Presence of competitor HMO's in an 

outlet was the least important factor with a mean score of (0.63 78). 

4.7.2 Factors that influence the number of outlets for rescue and evacuation services 

In provision of rescue and evacuation services several factors influence the number of outlets 

for the service offer. Respondents were asked to indicate the factors that influence the 

provision ofthe service by HMO's. The findings have been summarized in table 4.14 below 

Table 4.14 Outlets for rescue and evacuation services 

Factors Mean score Std deviation 

Number 2.295 1.2292 

2.295 1.2292 

Past experi ence with an outlet 2.095 1.0749 

Competition from other HMO's 0.895 0.516 

Economic situation 1.695 1._503 

Laws and regulati ns 3. 95 1- ·541 i 
Size of company 

1 0 r 1 111 I nt 



capacity and economic situation all with a mean scores of (1 .695). Competition from other 

HMO's had the lowest mean score of 1.85 hence the factor with least influence. 

4.7.3 Factors that influence the number of outlets for outpatient services 

Respondents were asked to indicate the factors that influence the number of outlets that were 

used for outpatient services. The findings are summarized in table 4.15 below 

Table 4.15 Outlets for outpatient services. 

Factors Mean Score Std deviation 

Number of patients making the market 3.7807 0.7262 

Patients physical location 3.0664 1.7415 

Past experience with an outlet 3.2128 1.3166 

Competition from other HMO's 0.923 5 1.0894 

Economic situation 2.3 521 1.7032 

- I . Law and regu atwns 3.4950 1.35 7 

izc of company 2.637 1.7032 
- - f-

i nancial capaci ty of the company 3.4950 0.7 44 
-

t--bjectives and trategie of the 4.0664 0.51" 5 -
company 
Managerial ex_Qertise of the com_Qany 4.0664 0.5135 
~ . . 3.6"78 Number of pat1ents per um t area 0. <644 

'--- -
Source: Research data (n 14) 

In providing outpatient cn·icc th mo t imp rtant to ' hil.:h intlu~.:n ~.:d th~.: numb~.:r of 

out) t to b u d, wcr man gcrial e: p rti nd f thl: mp.m • 

nd 

tJ 



CHAPTER FIVE 

DISCUSSION, CONCLUSION AND RECOMMENDATION 

5.1 Introduction 
This chapter gives a summary of the findings as well as conclusions gathered from the 

analysis of the data. Findings have been summarized alongside the objectives of the study, 

conclusions have been drawn from the study and the recommendations for action are also 

gtven. 

5.1 Discussions 

The aim of the tudy was to detennine the extent of use of distribution strategies by HMO's 

and the factor that influence trategies u ed in provision of healthcare. HMO's offer variou 

kinds f ervice uch a accident h spitalization, illne . h pitalizati n, re cu and 

evacuati n and utpatient ·ervicc . ·r m the data tained fr m the rcsp ndcnt · 1110 t f th 

ervice were offered in all outlet to a large extent. 

Thu in term of degree of di tribution HMO' are u ing inten ive di. tribution "hi h 111 ·an. a 

finn trie to place it pr duct and crvicc in a many po iblc lt. u. uall 

appr priat fl r convicncc pr duct r n ·icc e.g. mcdi I'\' 1 t itz t:t , l. I 4 ). 

ost th HM ' th~ 

count to Jur •c tent .md th pr 

imp 111 nt lll idcr ttion in 



their services at more than one location. Reducing waiting time and being there at the point of 

decision followed closely with both having a mean score of (2.8700) At the lower end the 

least used distribution strategies were providing pickup and dropping services and providing 

mobile clinics with mean scores of (1.4950) and (0.8700) respectively. 

Regarding the channel used to reach patients, one level channel was the most preferred 

followed by direct channel of service provider - patient. According to Rosenbloom (1995) 

marketing channels for services tend to be shorter than those of products this could explain 

why the firm u ed these two channels. According to Payne (1993) direct sale ha been 

traditionally appropriate in distribution of services however many ervice are being 

delivered by intermediaries also and this is in c nsi . tent with the rcsp ndents in th study 

regarding the number of channel used t reach th patient ·. 

ln determining the factor· which influence strategic u ed by H 1 · .. managerial c perti-.~.: 

and objective and trategie of the c mpany emerged a th mo t imp rtant fa ·tor. m 

determining number of outlets to u e for all rvtc ' ·hi! ltnpctition rom oth~.:r H\1 's 

,. a th 1 a t irnp rtant factor to b c n idcred. P 1 t p ri n ~.: \\ ith n uth:t , , imi rtant 

or illnc und accident ho pitaliz tion 

tirn in th 

·ith n uti ·t. umh r 

th~.: 1 • t iult ll) 

tht 



5.2 CONCLUSION 

From this research it is evident that HMO's have appreciated the use of distribution strategies 

to reach target market to varying extent. All firms felt that it was paramount to reach the 

customer at the right place and time because of the unique aspect of provision of healthcare 

being a service and not a product. Regarding the number of outlets to use for provision of 

health services most HMO's offered their services in all outlets, in a geographical defined 

area and controlled the service offer and did not consider the existence of competitor HMO's 

in an outlet as important factor in their service offer. The most used distribution strategies to 

r ach the patient were increasing the number and location of outlets and reducing waiting 

time for patients while the lea t used were Providing mobile clinic and pickup and dropping 

crvice . he main channel u ed to reach the patient wa on I vel chann l followed b 

direct channel. In the determination of factor · that influence the number of outlet · for 

healthcare provision, managerial experti e and objective and ·trategies of the compan 

emerged as the most important factor while competition from other HM. ·~ wa th. least 

imp rtant factor . It can be c ncluded that di tributi n trategie ar u d tl v rying c tent b 

different rgamntion in the pr vi ion ofhealth rvi 

ul lh n 



Hence distribution strategies should be adopted so that the services reach the patient in the 

right time and place. Finns should reexamine the profit motive especially in provision of 

healthcare that is an essential service. Finns should also look at criteria of exclusions and try 

to manage chronic illness for members who got the sickness while being members. Proper 

legislation should be put in place by the government to protect patient ' s premiums from 

mismanagement. 

LIMITATIONS OF THE STUDY 

1. The maj r limitation of the study was time. Some re pondent had to b contacted and 

reminded several times [I r them to fill the que tionnaires. 

II. A few of the am pled finns were reluctant to fi ll the que 'ti nnairc citing p lie is ·ucs 

while were on uspicion that the information could leek out to their c mpcti t r fimls. 

Ill. There was also some probl em with the level of awarene among me 

rcsp ndents on certain a pect of marketing. om concept h d to be elabor .lkd 

10 R H RR R H 

'Th e 1 n cd to I ok t oth r markctin' mi ' ri bl u hIll d tl\, I d 

me in thi tud on! on th 
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APPENDIX: ONE 

1 am a p tgraduate tudcnt at the niver·i ty of Nair bi, acuity of comm rc .ln parti al 

fulfi llment of the requirem ent for the award of the degree in rna -te m bu ine s 

administration, 

I am conducting a study entitled: Distribution strategic u ed b · H 10 to r a h targ t mark 
1 
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APPENDIX: TWO 

QUESTIONNAIRE 

Please kindly answer the questions given as directed against the given square or blank 
space. 

SECTION A 

l.Name of the organization --------------,--------

2.Year of Establishment ____________________ _ 

3.De ignation of respondent -------------------

4. umber f mpl yce, 

S.How many branches, offices do you have country wide ________ _ 

6.Doyou have a marketing department? (Tick the appropriate on ) 

a) Ye ( ) b) 0 ( ) 

7. hat i the ownership ofth company? (PI 

• Lo all owned 

• I orei •n wn 

• Joint ' ntur 

• It) 



SECTIONB 

1. What type of health services does your company offer in Kenya? 

l. Accident Hospitalization D 
11. Illness Hospitalization D 

Ill. Rescue and Evacuation D 
IV . Funeral and Rehabilitation D 
v. Outpatient D 

VI. ther 

2.1 n provision of your health ·ervice · which of the following method · doe )'Our 

organization u e? 

l. 

II. 

Ill. 

I . 

ur organization has its ov.n outlet D 
ur organization contracts ho pitals D 
ur organization c ntracts d ctor D 
th r 

• .In th. ~ •I ·ction of the.· numht•r of uutl t m u •• ~our Hudtnt he 'l''· h1. tim 

1- 5 \\ IH r 

1 o nf -
111 111 dll I ll1 

r, m 

l -



5_to a very large extent 

1. We offer our services in all our outlets 

11. We offer our services in a few outlets 

111. We offer our services in only one outlet 

lV. We offer our services in a geographical defined area 

v. We offer our services all over the country 

Vi .We operate within a defined geographical area and control 

Our services 

5 4 3 2 1 

()()()()() 

()()()()() 

()()()()() 

()()()()() 

( )( ) ( ) ( )() 

( )( )( )()() 

vii. In the outlet we use there is no competitor HMO ( ) ( ) ( ) () () 

4. In the election of the number of outlet for usc for your illnc ho pitalization 

crvicc indicate the extent to which the following tatcmcnt apply n a , cal of 1 5 

where: 

1 o extent 

2 to a mall c tent 

3 to orne extent 

4_ to a larg extent 

5 t a v r · Jarg extent .. 5 4 3 2 1 

I. off r our rvt in II ur uti ( )( ) 

II. W . oft r ur in tl t ()( 

iii . 

. 
I • 

J. 

II H 



.5. In the selection of the number of outlets for use for your rescue and evacuation 

services indicate the extent to which the following statement apply on a scale of 1- 5 

where: 

1 No extent 

2 to a small extent 

3 to some extent 

4_ to a large extent 

5_to a very large extent 

I. 

II. 

Ill. 

1 . 

V. 

Vl. 

VII. 

We offer our ervice in all our outlets 

We ffcr ur crvicc in a few outlet 

We ffer our ervices in only one outlet 

We offer ur service in a geographical defined area 

We offer our ervices all over the country 

We operate within a defined geographical area and c ntrol 

ur ervices 

In th outlet we u e there i no mp tit r HM 

5 4 3 2 1 

()()()()() 

()()()()() 

()()()()() 

()()()()() 

( () )(() 

( )() 

( () ) 

>.In th It ti no th • numh o outl I f r u t · ~ Htr outp. It~ tH 

\ h 

) -
to 1 111 II h·nt 

I I nt 

fl nt 

I 



1. We offer our services in all our outlets 

n . We offer our services in a few outlets 

m. We offer our services in only one outlet 

iv. We offer our services in a geographical defined area 

v. We offer our services all over the country 

()()()()() 

()()()()() 

()()()()() 

()()()()() 

v1. We operate within a defined geographical area and control 

( ) ( ) ( ) ( )() 

( )( )( )()() 

( )( )( )()() vn . In the outlet we use there is no competitor HMO 

7. To what extent does, your organization use the following strategies to reach the 

target consumers on a scale of 1- 5 

Where: 

1- o extent 

2 to a mall extent 

3 to orne extent 

4_ to a large extent 

5 to a er~ large extent 

Increa ing the number and I cation of outlet I. 

II. Moving outlet cl r to targ t m rk t 

... Providing mobile linic 111 . 

j '. Re<lu in • w litin ' tim 

\ ', 

i. at th 

II . 

Ill . 

I. I H 

5 4 3 2 1 

( ()( 

) 

( ) 



8. For each type of service you offer indicate the channel you u e to reach your con urn r 

a) Service Provider ----1 ... ~ Consumer 

b) Service Provide~ Broker or Agent --.con umer 

c) Service Provider---.Franchise Service--.Con umer 
Deliverer 

Accident 

Ho pitalizat10n 

( ) 

( ) 

( ) 

llln 

H pit, liz ti n 

( ) 

( ) 

( ) 

R 



SECTIONC 

1. In determining the number of outlets to use for your accident hospitalization services, 

indicate the extent to which the following factors influence your choice on a scale of 1- 5 

where 

1 - No extent 

2 to a small extent 

3 to some extent 

4 to a large extent 

5 to a very large extent 

I. 

11. 

Number of patients making the market 

Patients phy 'ical location 

111. 

I . 

V. 

\'I. 

\'II. 

Pa t experience with an outlet 

ompetition from other HMO' 

Economic ituation 

Laws and regulation 

iz of your company 

··· J-inancial · p·tcity of y 1ur comp ny Ill. 

i . )hj tiv uul ur mp n 

n '. 

I 11 umt 

5 4 3 2 1 

()()()()() 

() ()( )() () 

() ()( )() () 

()()( )() () 

) )() )() 

( ) ( ) ( ) 

) 



2. In determining the number of outlets to use for your illness hospitalization services, 

. indicate the extent to which the following factors influence your choice on a scale of 1- 5 

where 

1 No extent 

2 to a small extent 

3 to some extent 

4 to a large extent 

5 to a very large extent 5 4 3 2 1 

1. Number of patients making the market () ()( )() () 

11. Patient phy ical location () ()( )() () 

I I Pa. t cxpcricnc with an outlet I. () ()( )() ( ) 

ompctiti n fr m thcr HM 's ()()()() ( ) 

Economic ituation ()()()() ( ) 

I. Laws and regulation ( ) ( ) ( ( ) ( ) 

\'II. 'ize of your company ) ) { ) ( ) 

Ill . Financial capacity of your c mpany ( ) ) ( ) 

IX . bjccti c and trat gi fy urcomp n • ) 

ana •cri 1l cxperti c of y 1ur 11np n ( ) 

1. uml r < f p tticnt p r unit r 



.. 3. In determining the number of outlets to use for your rescue and evacuation services, 

indicate the extent to which the following factors influence your choice on a scale of 1- 5 

where 

1 

2 

3 

4 

5 

- No extent 

- to a small extent 

- to some extent 

- to a large extent 

- to a very large extent 

I. 

II. 

II 1. 

IV. 

VI. 

\'11. 

viii. 

l. 

Number of patient making the market 

Patient phy icall cati n 

Pa t experience with an outlet 

Competition from other HMO's 

Economic ituation 

Laws and regulation 

ize f your company 

inancial capacity of your compan 

bj ctivc and strate 'ic >f you1 1mp m 

Man • ·riul c p~.:rtis of •U 111 1 n • 

uml 

5 4 3 2 1 

() ()( )() () 

() ()( )() () 

() ()( )() ( ) 

( ) ( ) ) ) 

( ( ( ) 

( ) ( ( 

) ( 

l ) 

( ( ) 



. 4. In determining the number of outlets to use for your out patient services, indicate the 

extent to which the following factors influence your choice on a scale of 1- 5 where 

1 - No extent 

2 - to a small extent 

3 - to some extent 

4 - to a large extent 

5 - to a very large extent 

1. Number of patients making the market 

1t. Patient phy icall cati n 

111. Pa t experience with an utlet 

iv. ompetition from other HMO's 

Economic situation 

v1. Laws and regulation 

II. ize of your company 

\'Ill. inancial capacity of your c mpany 

lX. bjc ti and trat y ur mp ny 

1 n ><:rhl c:p ·rti of 

I. umh 'ul p tint p runi r 

Il l 

5 4 3 2 1 

() ()( )() () 

() ()( )() () 

() ()( )() () 

()()( )() () 

() )( )() 

( ) ) ) 

( ) 

) 

) 



APPENDIX THREE 

LIST OF HMO'S 

1. AAR SERVICES 

2. AVENUE HEALTHCARE 

3. BUPA INTERNATIONAL 

4. HEALTH ACCESS LIMITED 

5. HEAL THFIRST INTERNATIONAL 

6. HEALTH MANAGEMENT SOLUTION 

7. IIEALTIIPLAN 

8. K YA ALLIA IlEA Til AR 

9. MAXIM D 

10. MED X 

11. MEDI AL EXPE KE YA LTD 

12. MEDI RED 

13. 1 Dl RD 

14. 1 DIPL 

IS. :\H.DI\ 

1 ,. If .. ( 0 C01 SUL'J 

17. tilL KL YA I I D 


