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ABSTRACT 

The stud~ was set to determine the challenges of implementing competiti\'c strategies in 

the insurance inciusu: in Kenya. The objectives of the study were w determine the 

challenges of implementing competitive strategies in the insurance industry in Ken\a and 

to establish what the insurance industr: in Kenya does to cope with the challenges of 

implementing competithe strat~gies. The stud~ is important because it assisted 

developing strategies for sustainability. identifying priority areas for a:tions so as to gain 

Competitive AdYantage. Together. vision. mission and ,·alues provide the parameters 

wit.'lin which decisions should be made and re~ources expended. 

The stud: was a census SlL"\'C)'. which son to establish the challenges faced b~ the 

insurance ind~ in K~nya. while implementing competitive strategies focusing on best 

ten insurance companies (top tenl. Primary data was colh.:cied by use of a questionnaire. 

Data analysis techniques used in the stud~ were descriptive statistics (cross tabulation. 

frequen:::. percentag~. mean and standard de\'iation ) and factor analysis. 

Key findmg from the stud~ were. areas of competition experienced mo5tly b~ insurance 

orgamzations in the last five years included customer satisfaction profile. prices. products 

differentiation and technologjcal advancement. .Most of the insurance organizations 

change their structures on semiannual and annual basis. Challenges affecting strategy 

implementation process in the msurance indusu; were poor leadership styles. lack of 

management commitment. poor communication and failure to come up with corrective 

measures for an) deYJations. The key challenges faced in applying its competitive 

strategies b) insurance organizations: internal challenges. external challenges and staff 

tumo\'er. mechanisms used to cope ~ith strategy implementation challenges in the 

insurance industT) involvement of stakeholders through the implementation process. use 

of teamwork to Implement strategy. training and developing of strategy objecti,·cs to 

staff. structural adjustment to suit the strategy. communicating of objectives to 

stakeholders. use of measurement scales for achievernt!nt of objecth cs and use or a 

process map flow charts for implementation. 
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CHAJ>TER O~E: INTRODUCTION 

1.1 Background of the Stud~ 

A body of liternrure has emerged which addresses the content of competitive strategies 

(hereafter Sustai."lable Competitive Advamagt:' as weli as its sour.:es and different types 

of strategies that may be used to achieve it. The purpose of this study is to trace the 

origins of competitive str:negies and discuss how it is applicab!e in the insurance 

industry. 

1.1.1 Compctit in· Strategy 

Michael Porter suggested four ''generic" business stmtegies that could be adopted in order 

to gain competitive advantage. The four strategies relate to the extent to which the scope 

of a business' acti\ ities are narrov. versus broad and the extent to which a business seeks 

to differentiate its products. The four strategies arc summarized below. 

The differentiation and cost leadership strategies seek competitive advantage in a broad 

range of market or indust~ segments. By contrast. the differentiation focus and cost 

focus strategies are adopted in a narrow market or industry. Differentiation strategy 

in\·olves selecting one or more criteria used by buyers in a market and then positioning 

the business unique!) to meet those criteria. This strateg) is usuall) associated \\ith 

charging a premium price for the product often to reflect the higher production costs and 

extra value-added features provided for the consumer. Differentiation is about charging a 

premium price that more than covers the additional production costs. and about giving 

customers clear reasons to prefe1 the product over other less differentiated products. 



The Cost Leadership strateg~ objective is to become the lowest-cost producer in the 

industr). Man~ (p~rhaps all) market set-rments in the industf) are supplied with the 

emphasis placed minimizing costs. If the achieved selling price can at least equal (or 

near) the average for lhe market. then the lowest-cost producer will (in theory) cnjo~ the 

best profitS. Tnis strateg~ is usuall~ associated v. ith larg.e-scale businesses offering 

''standard" products \\ith relatively little differentiation that are perfectly acceptable to the 

rn~iority o: customers. Occasi0nally. a lov .. -cos: leader will aiso discount its product w 

maximize sales. particularly if it ha" a significant cost advantage O\'er the competition 

and. in doing so. it can further increase its markci share. 

In the differentiation focus strateg~. a business aims to differentiate within just one or a 

small numb~ of ta:-get market segments. The special customer needs of the segment 

mean that there are opponunities to proYide products that are clearly differem from 

competitors who may be targeting a broader group of customers. The important issue for 

any business adopting this strategy is to ensure that customers really do have difTerem 

needs and v.ants. in other words. that there is a valid basis for differentiation and that 

existing competito:- products are not meetmg those needs and wants. ln a Cost Focus 

strategy. a business seeks a lower-cost advantage in just one or a small number of market 

seb'Illents. The product will be basic - perhaps a similar product to the higher-priced and 

featured market leader. but acceptable to sufficient consumers. (Porter. 1990) 

1.1.2 Cha llenges of Strateg." Implementation 

Strategy is implemented using organizational design (structure). people. culture. and 

control SYsteii15. Strategy must successfuU~ work through these elements in order to 



produ~ performance. ~o maner ho\\ well :! str.neg~ is conceh·ed. if the people can not 

impl~ment it. the culture not suppon it. the structure not coordinate it. and the systems 

not measure and control it. then the strateiD will fail. (Singleton. Tania. and Toobs. ~009). 

Unfonunately for man~ fim1s. strategic plans frequently remain in th(' form of untouched 

oocuments. failing to materialize as a part of the firm or its people. Research indicates 

that QO?to of organizations fail to effective!~ execute their strat:.!gic plans. The reason 

being :nost hinge on the fact that strategy implementation is resource intensive and 

challenging. Non~theless. strategic planning remains a top priority among successful 

firms. based Oil the fundamental notion that an effective strategy offers unique 

opponunities fo: market differentiation and long-term competitive advantage . . Zoo• anc 

Allen, 2001) 

Implementation of competiti\'e strategies can lead to certain challenges which may hinder 

the effectiveness of firms in utilization of strategies identified and employed Newman 

and Colleagues ( 1989) identified three types of competitive strategies challenges: those 

that may hamper a firm· s ability to grasp new opportunities. challenges that require 

massive amounts of resources and the regulator: issues imposed by the government and 

the ability of compan~ ov.11ers and managers. Other challenges may arise from structural 

and economic barriers inherent in the industry. Box and Watts (2000! argue that the real 

challenge in implementation of a generic strategy is in recognizing all support actiYities 

and putting them in place correct}~. According to Thompson et al (2007) the most 

imponant fits ar~ bctwe~::n strategy and organization capabilities. bct\\'c..:n strategy and 

reward structures. betwet!n strate~ and internal support systems and between strareg~ 
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and organization culture. Fining the organization internal practices to what is needed for 

strategic success helps unite the organization behind the accomplishment of a strategy. 

It is important to note that: implementation is similar to execution of a strategy where 

imponnnt activities in this phase are com..-nunicating with management. clients. users and 

other stakeholders. lt entails reviewing the progress. monitoring costs, controlling quality. 

issuing orders for change and managing the change process. It has been assumed that 

w hen a compan~ finds that the chosen strategy has not produced the right 0utcome. the 

strategy was v.Tong and failed to recognize that the problem lies in its implementation. 

Poor implementation leads to a change in a perfect!~ appropriate stratcg) leading to 

inefficient management. 

T here is fundamental disconnect between fornlUlation of strategies and their 

implementation to useful action (Husse). 1998 ). Hussy continues to stress the point that 

implementation of strategy is a complex task thus met v. ith a lot of opposition from all 

quarters that would rather maintain the status quo. Implementation of strategy involves 

change. which means uncenainty and risk. which should be planned for and consequently 

managed (Thompson and .Martin. 2005). Implementation and change management go 

hand in hand due to the course they take in the entire strategic process. As an 

organizauon tends to implement its strateg) there is no doubt that change is inevitable 

(Dewit and Meyer. 200-+ ). 
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1.1.3 In urancc lndustl) in Kenya 

After independence in 1963, the Go' ernrnent of Kenya sa'' the need to have control O\ er 

the insurance indusl.r). which was then dominated by branch ofiices of foreign companies 

particular)~ from Europe and India. During this period. insurance operations were 

governed by the Companies Act 1460. which was based on the UK legislation. There 

was. therefore no compt:tent bod~ to supervise the industry. There was a great need to 

localize the branch offices of foreign insurance companies in the country in order to 

benefit the local investors. Tnis resulred to the need for stamtory supe:-vision of the 

industl!. 

in I 986. the Insurance Act CAP 487 was enacted with the commencement date being 

I q Janua::, 1987. The Act established the Office of the Commissioner of Insurance as the 

regulator of the insurance industry anJ stipulated the mandate and function~ of the office. 

lbis office was creawd as a Department in the Ministry of Finance and was mandated to 

supen·ise the insurance indust!") . (hno:llk.envainsurancerevicv. .com/kenva-insurance

newsletter', June. 2010) 

Over the years. Kenya's insurance industry has continued to t:!ndear itself to the existing 

and potential customers through ne\\ products and a significant improvement on its 

service delivery platforms. guaranteeing consumers of world-class services deliver). The 

industry has 43 companies ofv .. hich 23 transact life. (Kenya Insurance.: 1\jewsletter. :!010) 

From the AKL IRA and the AIBR. to the insurance underwriters. experts in insurance are 

embracing a nev, strateg) that is aimed at ensuring the industry commands the respect 
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they de ene and that more customers are taking up the sen ices. The~ are also becoming 

critical champions to drh e insurance growth ~O as to counter the ersmhile. limiting 

perccp1ions that insurers are out to Heece lhe public. with little or no likelihood of making 

a return from the lucrative co\·ers offered. 

In consultation with the rcgulato:-. agents' body and member associations. the insurance 

firms arc developing new products that are not only friendly to consumers but which 

pione~rs service delivery in an under-exploited market category. The Industry is 

regulated b~ the Insurance Act. Cap 487 which is currently under r.:!view. The Insurance 

Amendment Act. 2006 brought the Insurance Regulatory Authorit~ to liie. Ce:-tain 

sections ofthe Insurance Act. Cap 487 were amended effective 151 Ma~. 2007 to allo\' for 

the C lmversion of the Department of Insurance into an autonomous 1 nsurance Regulatory 

Authority. (AKI Bulletin Repor~ 2008) 

Competition within the industry is cut-throat and fmns have to differentiate themselves in 

order to survive in the long-term. There is therefore a need to investigate the competitive 

strategies adopted in the competitive insurance industry and the challenges of 

implementing thes~ strategies. 

1.2 tatcment of tbe Problem 

Findings of research carried out in a cerutin environment can be different in another 

environment. There is therefore. need to find out if these strategies ad\'ocated b~ scholars 

of strategic management can be applied to firms in the insurance industry in Kenya. The 

stud~ will also seek to address the challenges that most insurance finns undergo while 
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implementing their competithe strategies. Competitive strategies ha\'C been designed in 

order to ensure that S{"rvice provision is enhanced in the insuran:::e industry. However 

results from findings have indicated that despite the existence of these strategies. some of 

the customers were either unhappy or unsatisfied with the way the insurance industry 

responds to customer's calls. queries. and the slo\\ pace by which customers were being 

served. Customers \\C:re also disappointed by the poor service design and delivery. 

ignorance of customers' insurance needs fthe inability to match customers perceptions 

with expectations). and inferior quality of services. 

Banda (2006). focustd on the challenges of competition in the heallh sc.:tor industry \\ith 

emphasis on hO\\ the public health institutions are responding to these challenges in order 

to meet their goal of providing accessible. affordable qualit~ health care services to its 

people. Njorogc (2006) concluded thar factors considered ir. diversifying include the 

possibility of dominating and the state of competition in those areas. II<.> also cons1dered 

financial capabilities of companies in meeting objectives the~ have set for themselves. 

Mbugua (2006). studied sustainable competitive ad\'antage under conditions of change 

and concluded that firms should create superior value to customers. which exceeds that of 

the competition. 

K.ung·u (2007) established that the use ofte~11work was a mechanism highly favored b~ 

most churches. as well as im·o!Yemem of stakeholders. which wac:; viewed as a popular 

mechanism with most of the churches. From her study. one can gather that strategy 

implementation challenges were e\·ident in organizational culture and poor 
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communication with top m:magement \\ere pcninent challenges with popular 

mechanisms used to cope with the challengl..'s being teamwork and bringing all 

stakeholders on board in implementation of the strateg~. Ateng (2007 ) identified the 

challenges of stmtcgy implementation and established the challenges ranging from 

unsupponive culture. lack of good leadership. matching structures to plan. lack of 

adequate resources. unsupponive communication system. and implementation taking 

more time than originall~ allocated. So tar. there is no evidence of a stud~ carried out on 

this s ubject in the insurance industry in l'.enya. It is this gap that is the motivation for 

undenaking this re!'earch work . Tne study has mo research questions it seeks tC' answer: -

i) I las the insurance indUSt!! in Kenya faced an~ chullcngcs in implementing 

competitive strategies? 

ii ) V."hat intervention measures has the Insurance industry put in place to deal 

with these challenges? 

1.3 Objectives of the Study 

The study had two Objectives:-

!. To determine the challenges of implementing competitive strategies in the 

insurance industry in Kenya. 

u . To establish \\hat the insurance industry in Kenya docs to cope with the 

challenges of implementing competitive strategies. 
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1.4 Value of the Stud) 

The stud~ pro' ided strategic theories and models '' ith means of overcoming the 

challenges of implementing competitive strategies. by pointing out the imponance of 

aligning corporate vision. mission and values. This in turn assisted developing strategies 

for sustainability. identifying priority areas for actions so as to gain Competitive 

Advantage. Together. vision. mission and \'alues prO\ ide the parameters within which 

decisions should be made and resources expended. This means that a great deal of 

thought should go into the c:-afting of each. The three pro\'ide directions and scope for the 

strategic theories and models. The study would promote scholar's strategic thinking in 

response to competition when addressing the issues affecting customers and survival of 

the institutions. It ''ould also enable sr;ategic managers to understand and predict 

customer h..!havior in the market place. The study would also b~ of importance to all 

existing insurance companies in ensuring growth and sustainability in order to enable 

them develop and sustain competiti\e strategies in the e\·er changing environment. The 

results of the study would add value to \'arious strategic models and theories by 

supponing these theories with the appropriate competitive strategies applied in the 

insurance industry. 
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CHAPTER TWO: LITERATURE REVIE\\' 

2.1 Introduction 

The purpose of reviC\\ is to examine the alread~ existing literature that will give guidance 

to this stud~. The literature available will pro"ide critical analysis on this study and it will 

help improve the methodology. One of the challenges presented by a dynamic 

environment is increasing competition. Gronbjerg (2003) observed that under competitive 

conditions. firm· s respond by seeking to maintain or increase their share of a crowded 

market He further observed that. the specific criteria employed to assert difTerences are 

subject to some degree of proactive orchestration. The best-formulated and implemented 

srrategtes become obsolete as an organizations external and internal environment change 

(David. 2007). 

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

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

strategtc capability of the organization and the cultural and political context (Johnson. 

2002). Organizations must thus respond to various changes in the environment. These 

responses can be broadly classified as strategic or operational in nature. Competition 

includes all the actual and potential rivals· offerings and substitutes that a buyer might 

consider (Kotler. 2002). It is indeed a very complex phenomenon manifested not only in 

other industry players. but also in form of customers. suppliers. potential entrants and 

substitute products. It is therefore necessary for an~ finn to understand the underl) ing 
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sources of competith e pressure in its industD in order to fonnulate appropriate strategies 

to respond to competitive forces (Porter. 2001 ) . 

.., .., Theories and Concepts of Competitive Stro~tegie!" 

Earl) literature on competition serves as a precursor to the development of competitive 

strategies. ln 1937. Alderson hinted at a basic tenet of competitive strategies. that a 

fundamental aspect of competitive adaptation is the specialization of suppliers to meet 

,·ariations in buyer demand. Alderson ( 1965) was one of the first to recognize tha~ firms 

should strive for umque cha.-acterisrics in order to distinguish themselves from 

competitors in the eyes of the consumer. Later. Hamel and Prahalad (I 999) and Dickson 

(200 I ) discussed the need for firms to learn how to crt;!ate new advantages that will keep 

them one step ahead of competitors . . AJderson \\'as considered ''ahead of his time•· with 

respect to the suggestion that firms search for ways to differentiate themsel\'es from 

competitors. Over a decade later. Hall (1980) and Henderson (1983) solidified the need 

for finns to possess unique advantages in relation to competitors if the) arc to survive. 

These arguments form the basis for achieving competitive strategies. 

Porter (1 Q85) established that a firm's relatiYe position \\ithin its industry determines 

whether a firm's profitability is above or below the industry average. The fundamental 

basis of above average profitability in the long run is sustainable competitive ad\'antage. 

There are two basic types of competiti\'e advantage a firm can possess: low cost or 

di fferentiation. The two basic types ot competitive advantage comhined with the scope of 

acti\'ities for which a firm seeks to achieve them. lead to three generic strategies for 
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achie\ ing abo' e a' erage perfonnance in an industry: cost leadership. differentiation. and 

focus. The focus strateg) has t\\O variants. cost focus and differentiation focus. as shown 

in the figure below: 

Fi!!urr 1: l'orter:s Generic Competith e Strategies Software Model. 

l11dustry Generic StrateJ!ie~ I 
Cost Leadership I Differentiation I Focus f 

Force I 
E ntl'")· Abilit) to cut ! Customer lo)alry can Fo:using de,elops core 
Barriers price in retaliation d1scourage potential competencies that can act as an 

deters potential entrants. enu: barrier. 
entrants. I 

Bu~er Abilit) to otTer 1 Large buyers have le:.s Large bu)ers have les~ power -~ 

Po\\er lower price to I power ll. .. ne!!otiate to negotiate becau!>e of fe" 
t'O''erful bu)Cr:.. I becau:>e o: fe" close alternatives. 

alternatives. i 
Supplier Better insulated Better able w pass on 1 Supplier:. have power because 
Poner from po\\erful supplier price mcreases to I Of lo" \Oiumes. but a 

supplier~ customers differentiati<m-focused finr is. 
better able to pass on suppl1er 

~---------+~----~--~--~~~------~----------~·~p~r'~IC~~~in~c~·r~eas~e~s·~----------~ 
Threat of 1 Can usc lo" price Customer's become Specialized products and core 
Substitut~ to defend against l attached to differentiatmg compctenc~ protect against 

substitutes. attributes. reducing threat Substitutes. 
I of Substitutes. I Rivalry Better able to 

compete on price. 

Source: (Porter. 1985) 

2.3 Competith e Strategies 

Brand loyalt) to keep 
customers from rivals. 

R1\als cannot meet 
differentiation-focused 
customer needs. 

Compeution is one of socie~ ·s most powerful forces for making things bener in many 

fields of human endeavor. Competition is pervasi' e. whether it involves companies 

contestmg markets. countries coping \.\·ith globalization. or social organizatiOns 

responding to societal needs. Every organization needs a strategy in order to deliver 
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superior \'nlue to its customers. This is truer today than ever before. as competition has 

mtensified dramaticall~ over the last several decades in almoS1 all domains. It has spread 

ncross geograph). so that nations must compete to maintain their existing prosperity. 

much Jess enhance it. Competition has also spread to all sectors of society. including 

fields like the ans. education. health care. insurance and philanthrop). where there are 

growing needs but scarce resources. Toda~ organizations in all spheres must compete to 

deliver value. Value is the ability to meet or exceed the needs of customers. and do so 

efficiently. Companies have to delive:- value to their customers. and countries have to 

deliver \'alue as business locations. This is now just as true for a hospital deli\enng 

health care. M a foundation makin~ charitable contributions. as it is for insurance 

companies producing a product or service. (Treac~ and Wiersema. 1993) 

Firms operating in the same industr) can decide to adopt different strategies. choosing 

between four so-called ·generic competitive strategies·: cost leadership. when the firm 

offers the same product at a lower price than its competi tors: differentiation. when the 

firm offers a different product (higher qualit) and more functions) at a higher price. In 

this case. the firm must fix the price at a level sufficient to cover the greater costs 

sustained to differentiate the product. If this is not done. the differentiation strateg~ will 

result in greater costs not covered by higher income: focus (Broad~arrov>) strateg~. is 

used \\·hen the finn follows one of the two pre\ ious strategies. but focusing on a 

restricted segment of the market. Cost focus strategy is used if the finn decides to pursue 

a cost leadership strategy in a restricted segment of the market. and a differentiation focus 

if it acts according to a differentiation strategy. Positions not consistent with the three 
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proposed options result in \\hat Poner calb ·stack in the middle· and do not enable the 

firm to gain a\erage market protits. (Poner. 1985) 

Poner further introduces the concept of ·value chain· claiming that: ·competitive 

strategies results from a firm· s ability to perform the n:quired activities at a collectivel~ 

lower cost than rivals. or perform some acri\'Jties in unique ways that create buyer \'alue 

and hence aliO\\ the firm to command a premium price·. Porter ( 1985) coined four 

'"generic" business strategies that could be adopted in order to gain competitive 

advantage. The four strategies relate w the extent to '' hich the scope of a business' 

actiYities are narrov. versus broad and the eA1ent to which a husiness seeks to differentiate 

its products. The four strategies are summarized in the figurt below: 

Figure 2: The Generic Strategies. 
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Source: (Porter. 1985) 
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The differentintion and cost leadership strategies seel. competitive ad\'antage in a broad 

range of market or industl') segments. B~ contrast. the differentiation focus and cost 

focus strategies are adopted in a narro'' markel or industry. tPoner. 19~5) 

2.3. J Strate~ - Differentiation 

In a differentiation strategy a firm seeks to be unique in its induc;try along some 

dtmensions that are widely valued b) buyers. It selects one or more attributes that many 

buyers in an industry percel\'e as important and uniquely positions itself to meet those 

needs. It is rewarded for its uniqueness with a premium price. This strategy is usually 

associated with charging a premium price for the product. often to reflect the higher 

production costs and extra ,·alue-added features provided for the consumer. 

Differentiation is about charging a premium price that more than coYc:-s the additional 

production costs. and about gi\'ing customers clear reasons n prt.!fer the product over 

other. less differentiated products. 

2.3.2 Strateg) -Cost Leadership 

In cost leadership. a firm sets out to become the lev. cost producer in its industf). The 

sources of cost advantage are ,·aried and depend on the structure of the industry. The) 

may include the pursuit of economies of scale. proprietary technology. preferential access 

to raw materials and other factors. A lov. cost producer must find and exploit all sources 

of cost advantage. If a firm can achieve and sustam overall cost leadership. then it will be 

an above a\'erage performer in its industry. proYided it can command prices at or near the 

industr) average. Many market segments in the industry are supplied with the emphasis 

of minimizing costs. If the achie' ed selling price can at least equal the average for the 
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market. then the )O\\Cst-cost producer will enjo~ the best profits. This strategy is usually 

associated \\ith large-scale businesses offering "standard" products with relative)~ linle 

differentiation that arc perfect!) acceptable to the majority of customers. Occasionally. a 

IO\\ -cost le~dcr will also discount its product to maximize sales. panicularly if it has a 

significant cost advantage over the competition and. in doing so. it can further increase its 

market share. 

2.3.3 Strate~ - Differentiation Focus 

ln the differentiation focus strategy. a business aims to differentiate within just one or a 

small number of target market segments. The special customer needs of the segment 

mean that there are opponunities to pronde products that are clearly different from 

competitors who may be targeting a broader group 01 customers. The imponant issue for 

an~ business adopting this strategy is to ensure that customers reall~ do have different 

needs and wants. in other words that there is a valid ba<;is for differentiation and that 

existing competitor products are not meeting those needs and wants. 

2.3A Strategy - Cost Focus 

It entails seeking a lower-cost advantage in just on or a small number of market 

segments. fhe product will be basic. perhaps a similar product to the higher-priced and 

featured market leader. but acceptable to sufficient consumers. 

Firm's compettttve strategies arise from the '-\a) in which they configure and link the 

man~ acth ities m their , ·alue chain relative to competitors. furthermore. the \'alue chain 

of each finn will interact with the value chain of any other firm placed along the 

production chain. The industrial en' ironment defines opportunities. risks. resources. and 
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costs finns must take into account. The external environment maintain~ a central role. 

intluencmg \\ith more or less strength the compan~' s strategy and its ability to gain a 

successful p(lsition in the market. Poner"s analysis underscores the finn's opponunit~ to 

decide its strategy free!~. implementing a cost-based. a differentiation-based. or a focused 

approach. The market maintains its importance but firms seem to bt= gi\'en higher levels 

of freedom. Porter"s contribution makes the model less rigid. giving the firm the 

opponunity to move in the market freely. developing one of the three (or rather four) 

strategy options identified. (Poner. 1 990) 

2.4 Challenge~ oflmplementing Strate~ 

Although a sense of direction is imponan:. it can also stifle creativity, especially if it is 

rigidly enforced. In an uncenain and ambiguous world. fluidit~ can be more important 

than a finely tuned strategic compass. ·when a strategy becomes internalized into a 

corporate culture. it can lead to group think. It can also cause an organization to define 

itself too narrow)~. Many strategies tend to undergo onl) brief periods of popularity. 

\1any strategies tend either to be too narrow in focus to build a complete corporate 

strategy on. or too general and abstract to be applicable to specific situations. Hamel 

(2000). for e:\ample coined the term strategic convergence to explain the limited scope of 

the strateg1es being used by ri\'als in greatly differing circumstances. He lamented that 

strategies conYerge more than they should. because the more successtul ones are imitated 

by finns that do not understand that the strategic process inYOI\'eS designing a custom 

strategy for the specifics of each situation. 
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Chaffee (1985) pointed out that some of the challenges encountered \\bile implementing 

suategies are due to: failure to understand the customers. inadequate or incorrect 

marketing research and inabilit~ to predict environmental reactions. Another challenge is 

on O\ er-estimation of resource competence i.e. can the staff. equipment. and processes 

handle the new strategy. The other challenge is when one fails to develop nev. 

emplo)ees and manage skills. while also failing to adequate!) coordinate reporting and 

control relationships. Inflexible Organizational structure will also dissuade the 

implementation process. lt is also quite challenging to get the senior management" s 

commitment which leads to lack of sufficient company resources to accomplish tasks. 

Employees· commitments and use of incent1ves to embra..:e the new strategy is also quite 

essential if strateg~ implementation process is to succeed. Time is also a critical factor 

and should never be under-estimated. (David. 1989) 

A.nother challenge is on follov.i.ng the plan without tracking progress against the plan. 

which leads to failures in implementation stages. This is usually due to inadequate 

understanding of the internal resistance to change and lack of vision on the relationships 

between processes. technolog) and the organization. Finally. the commonest challenge is 

usuall) poor communications which is usual!) caused b) insufficient information sharing 

among stakeholders and exclusion of stakeholders and delegates from the implementation 

process. Therefore for strategy to succeed. all the above factors must be dealt with 

diligently. (Drucker. 1965) 

18 



~.5 l:mpirical [,·idence 

This section presents the studies and possible outcomes that have been ntccssitated h~ 

challen£eS of implementing competitive strategies. Within the Kenyan context. the 

chaJienge of implementing competitive strategies has been researched on in different 

indusu: contexts (Banda. 2006. Njoroge. 2006. Mbugua. 2006. Kung·u, 2007. Ateng. 

:wo-. Oyeyo. 2008 and Mus~oka. 2008). All these studies adopted a ca.c;;e stud~ design to 

investigate on different aspects of competitive strategies among particular companies in 

Kenya. 

Banda (2006). focused on the challen~es of competition in the health sector industry with 

emphasis on how the public health institutions are responding to these challenges in order 

to meet their goal of providing accessible. affordable quality health care services to its 

people. NJoroge (2006) did a case study on building competitive advantage through 

geographic diversification and concluded that factors considered in diversifying include 

the possibility of dominating and the state of competition in those areas. He also 

considered financial capabilities of companies in meeting objectives the) have set for 

themselves. Mbugua (2006). studied sustainable competitive advantage under condttions 

of change and concluded that by creating superior value to customers. that exceeds that of 

the competition. a firm can have long term superior performance in the market place. 

While. Kung·u (2007) did a study on strateg) implementation challenges. and b~ 

conducting a census surve). her major objectiYe was to establish what mainstream 

churches in Kenya do to cope with strateg) implementation challenges and the results 
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sho\\ed that use oftcam\\Ork was a mechanism highly favored b~ most churches. as "ell 

a." involvement of stakeholders a popular mechanism with most of the churches. From her 

stud~. one can gather that strateg~ implementation challenges were evident in 

organizational culture and poor communication with top management were pcninent 

challenges with popular mechanisms used to cope with the challenges being teamwork 

and bringing all stakeholders on board in implementation of the strateg). 

Ateng (2007) also did a study on challenges of strateg) implementation and identified the 

challenges ranging from unsupponive culture. Jack of good leadership. matching 

structures to plan. lack of adequate resources. unsupponive communication system. and 

implementation taking more tlme than originally allocated. Oyeyo (2008 l did a study to 

establish sources of sustainable competitive advantage in the banking industry and also to 

detennine strategies adopted to achieve and sustain competitive advantage. Her findings 

indicated that the major sources of sustainable competitive ad\'antage were internal!) 

generated. and that these sources originated out of the possession of superior and high 

quality internal capabilities and competencies. 

Musyoka (2008) focused on challenges faced in strategy implementation and concluded 

that these challenges emanated ti'"om sources internal to the organization due to behavior 

resistance to change from the traditional deep rooted public sector culture to a d~ narnic 

culture responsive to the market. She pointed out bow inappropriate systems especially 

the structure. culture. leadership. systems used in the organization did not ha"e a strategic 

fit with the strateg). She also pointed out that the inadequate human. phys1cal and 

financial resources were also a ke) challenge in implementalion. 
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Most organization should understand their competiti,•e strategit:s and kmm them well. 

The) should kno'' their competitors bener. There have been ,·arious studie!' done on 

competith·e strategies and they have co' ered major areas of imponance and concern as 

lar as coming up "ith effective strategies that give a finn a competitive edge. Ho,,ever. 

there are still some issues to be addressed such as establishing differentiation strateg). 

cost leadership strategy. cost focus strategy. resources and capabilities. value creation. 

cost advantage and differentiation advantage so as to gain a competitive edge against 

competitors. 
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CHAPTER TIIREE: RESEARCH METHOHOLOGY 

3.1 Introduction 

This chapter described the specitic strategies that were used in data collection and 

analysis in order to answer the research questions. It focuses on research design. target 

population. sampling technique and description of the research instruments. data 

collection procedures and analysis of data. 

3.2 Research Design 

The study wa<; conducted by way of a cross-sectional sun e~. which son to establish the 

challenges faced b~ the insurance industr) in Kenya. while implementing competitive 

strategies. A cross-sectional survey was the most appropriate method of this stud) given 

that the population of interest was small. 

3.3 Population of Study 

The population of interest consisted of all the 43 Insurance companies in Kenya that 

have been inspected. assessed and classified as Insurance companies b~ the Insurance 

Regulatory Authority and have been operating in the year 2010. 

3.4 Sample Design 

The sample size was the best ten insurance companies (top ten). These ten insurance 

companies were arrived at b) the bulletin repon of the Association of Kenya Insurers 
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(AKI) and the lnsumnce Regulato~ Authorit~ (IRA) as at December 2009. The ten 

companies are as follows; Jubilt!c Insurance. APA. UAP. ICEA. Chanis. CFC. Heritage. 

Pan African. Madison and Old Mutual Insurance company. The focus w~ on customers. 

agents orokcrs. employees and managers within the ten insurance companies. 

3.5 Data Collection 

The data was collected by administering questionnaires to the respective respondents. 

Questionnaires are an ine\.pensive way to gathe,. data from a potentially large number of 

respondents. Often they are the only feasible way to reach a number of respondents large 

enough to allow statistically analys1s of the data. A wdl-designed questionnaire that is 

used effectiYely can gather information on both the overall performance of the test 

system as \vell as information on specific: components ot the system. 

Both Primary and Seconda~· data \\as used. Data was collected b~ use of a quesuonnaire. 

so as to overcome sensitiYities associated with sharing of information on Kenyan firms. 

The questionnaires were administered electronically and where not possible through. 

drop and pick to all respondents within easy reach. 

3.6 Data Analysis 

Data analysis is the act of transforming data with the aim of extracting useful information 

and facilitating conclusions Before analysis. all the questionnaires were checked for 

reliabilit~ and yerification. Dle~~s techniques used in the study were 

descriptiYe statistics cross tabulation. frequency. percentage. mean and standard 

deviation) and factor analysis. Factor analysis is a method for decomposing information 



in a set of' ariables for meaningful factors that are underlying latent dimensions of the 

problem. The factors summarize the larger set of original variables /question variables 

into a smaller set of meaningful factors. The data were presented using tables. 
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CHAPTER FOl"R: DATA ANAL \'SIS. RES tiLT S A m Dl CU SJONS 

4.1 Introduction 

This chapter presents the results of the analysis of the data collected. A total of 10 

insurance companies were used in the stud~. This was because the stud) focuses on the 

top ten companies in the insurance industf). The chapter is divtded into four sections: 

Section 4.2 gives a Summar) of the general information. sect1on 4.3 gi' es the rating areas 

of competition experienced b) most insurartce companies in the last five years. section 

4.~ gives analysis of the extent to which challenges aftect strategy implementation 

process and section 4.5 presents challenges organizations face while applying their 

competitive strategies. 

-t2 General Information 

The general information cons1dered in this stud) were: depanment. length of stay in the 

organization. ownership of the companies. nature of competition. areas has competition 

and frequenC) of changes of organization structure. 



Table 4.1 : Cross tabulation of ~arne of the company • compan~ O\\ nersbip 

~arne of the compan' 
I . ~ 

compan' ownership I 1otal I 
I I local I forei!!n 1 

both I I 
~ UAP insurance co. Count I 61 0 o l 6 

% I l .o% 1 I 

I lOO.O~o 1 00 ' 1oo.o% 1 • l!o I 

Madison insurance co. Count I 21 0 Ol 2 
% I 100.0% 1 .o% ! .o% 1 too.o% I 

Old mutual 1 Count I Ol 1 1 : ") 

I f% l .o% I 50.0% 50.0% 100.0% 
I 

Chartis insurance co. Count I 0 1 I o l 1 

I 
% I .o% 1 I OO.O~o I .o% 1 100.0% 

I 

I Heritage insurance co. ICoum 01 31 I I 4 

1 I CFC life I Count 0 I 
I 

I% .0% I 100.0% 1 .0% 100.0% 
I 

lCEA Count 21 Ol 1 3 
l'lo I I 

' 

I 66.7% .0% 33.3% 100.0% 

Pan Africa life Count 1 I 0 1 I 2 
% I 5o.o% I .o% 1 50.0% 100.0% I 

i 

I 
Total Count 61 4 

% 24.0% I 16.0% I 1 OO.OI'lo 

As shown in table 4.1. 60% of all the top ten insurance companies were locally ov.ned. 

24°'o are foreign 0\med. Old mutual. Heritage insurance co. ICEA and Pan Africa life 

insurance companies arc both locall) and foreign owned accounting for I 6% of stud) 

sample. 
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Table ~.2: Cross tabulation of name of the company "' nature of competition in 
in urance industry in Kenya 

--------------------~----H-o-,-,-d-o--~~-u--de_s_c-ri_b_c----~~------~ 

Name of the companv 1 I 
competition in insurance industry I 

in Kenva Total 

! I I strong I ve~ stron1: I h~]~er I 
I UAP insurance co. Count I 6 1 o I 0 1 61 

0,0 I 100.0% 1 .o%1 .0% 1 100.0% 
I 

Madison insurance co. Count I 21 0 1 0 • 2 
% ~ 

100.0% I .o% 1 
I 

j 
.0% 100.0% 

I Old mutual Count I Ol 0 1 2 1 .., 

o/o 
.o% 1 .0% II 00.0% I 100.0% 1 

Chartis insurance co. 

1 

Count 0 o · I I 

100.0% .0% 1 .oo~o 100.0% 1 % 

Heritage insurance co. Count Ol 4 1 Ol 4 ' 

I 
% 

0% 1 100 O~o I 0% 1 1000% 

AP A insurance co. Count Ol Ol 2 1 2 

I 
1% 

.o% I .0% 100.0% 100.0% 

' Jubilee insurance co. Count I Ol 2 1 0 1 2 I 

% I .o% 1 10o.o% 1 .0% 1 100.0% 

CFC life Count O ' 1 o • 1 

1% .0% 100.0% .0% 100.0% 

I ICEA Count 0 3 0 1 " j 

% .O~o' 100.0°'o I .0°1o I IOO.O~o 1 
' Pan Africa life Count l 0 1 ') 0 2 1 

I 
1% .0% 1 100.0% .0% 100.0% 

1 Total Count I 9 12 4 25 

I 
% 36~o I 48.0°'0 16.0°·o 100.o% 1 

I 

Respondents· rating of nature of competition ,·aries from com pan) to com pan) within the 

· nsurance indusu:. Specifically 36% of the respondents rate competition as being strong 

(UAP insurance co. Madtson msurance co and Chartis insurance co). 48% of the 
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re~pondents ,.,·ere of the opinion that there exists very strong competition in the insurance 

indusu: (Heritage insurance co. Jubilee msurancc co. CFC life. ICEA and Pan Africa 

lift . Only 16% of the respondent rated competition in the mdustl) at the level of super 

(Old mutual and APA insurance co). 

-t3 Rating areas of competition experienced mostly by insurance company's in the 

last five years 

The respondents were to rate the areas of competition experienced most!) b~ the1r 

respective compan) ·sin the last five years in a five point Iikert scale. The range \\as 'to a 

very great extent (5 ,- to ·not at all' (1 ). The score::. of ·not at all' and ·to a little extent' 

ha\e been taken to preseni. a variable which had an impact to a small extent ($.[) 

(equivalent to mean score of 0 to 2.5 on the continuous Iikert scale :( 0~ S.E <2.4). The 

scores of ·to a moderate ex"tenr have been taken to represent a variable that had an 

impact to a moderate ex1.ent (M.E.) (equivalent to a mean score of 2.5 to 3.4 pm the 

continuous Iikert scale: 2.5~M.E. <3.4). The score of both 'to a great extent' and 'to a 

very great extent' have been taken to represent a variable \\hich had an impact to a large 

extent (L.E.) (equi,alenr to a mean score of 3.5 to 5.0 on a continuous Iikert scale: 3.5< 

L.E. <5.0). A standard deviation of> 1.5 implies a significant difference on the impact of 

the variable among respondents. 
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Table 4.3: Descriptive Statistics 

I Mean -~td. De' iation 
Technolo!!ical advancement • 3.5200 1 .82260 

Products differentiation l 3.7200 r .97980 

Customer satisfaction profile I 4.0000 I .76376 

I }J:1ce~ I 3.9200 .99666 

Mergers and alliances I ".8800 1.16619 I 

The respondents were asked to rate the areas of competition experienced mostly b~ their 

respective company's in the last five years. !be results are shovm in table 4.3. From the 

findings to a great extent: Customer satisfaction profile (mean of 4.000). Prices (mean of 

' Q200 ). Products differentiation (mean of 3. 7200) and Technological advancement have 

been used as competitive edge b) firms in the msurancc industry. On the other hand 

~lergers and alliances ha,·e been used as competiti\'e tool to a moderate extent. 

Table 4A: C ross tabulation of name of the company .,. frequency of change of 

organization structure 

1 

Name of the company 

'u p· A msurance co. I Count I 

How often should the organization change 
its structure 

s . em1 
Monthh· Quarter)~· annuallv Annual!\ 

• . . 
Ol Ol Ol 6..1. 

I 

Total 

6 

I% .0% ~ .o% 1 .o% 1 100.0%J IOO.O~o 

Count I I I Ol 0 1 I .., 

\1adison insurance co. ~0 

I 50.0% .0% .0% 50.0% 100.0% 

' old mutual I Count I Ol 0 Ol 21 .., 

0 ' 

.o% 1 .o% 1 100.0% 1 100.0% ' 
Chartis insurance co. Ol 0 1 I 1 I 

.o% 1 100.0% 1 100.0% 

Heritage insurance co. 21 1 I I 41 

50.0% 1 ... ~ OO ' I _). 1'0 25.0% 1 100.0% 1 
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APA insuranct: co. L Count 1 0 0 2 1 Ol 2 
II % I .OIJ,o I ' l .O~o IOO.O~u .0'!-o I lOO.O!J,u 

' Jubilee insurance co. Count I Ol 0 0 1 I 1 
% i .O~o I .0% .0% 1 OO.O~u 1 100.0% 

' CFC life Count l 0 0 Ol 1 I I 
% I .o% 1 .0% ~' IOO.Cl% I .0% 100.0% 

ICEA I Count I Ol 0 1 I 2 1 " _, 

l 0 ' I .o% 1 66.7% 1 1'0 .0% ~~ "0~ I 100.0% 
l 

.).),.) ;tO 

Pan Africa life Count l Ol 0 21 Ol ") 

% I .0% 1 oo ' I 1 oo.o~(l 1 .o% 1 100.0% 
i 

. ... o I 
I Total Count I 1 I 2 1 6 1 16 ' 25 

% I 4.0% 1 8.0% 2-1.0% 1 64.0% 1 100.0% 
I 

The respondents were asked to indicate ho\\ often organizations should change their 

structures. As shown in table 4.4. most of organizations do change the structures on semi 

annual and annua1 basis. that is. 24% of the organization changes their structure on semi 

annual basis while 64% do carr; out organization <itructure changes after one year. 

4.4 Extent to which the following challenges affects strategy implementation process 

The respondents were asked to state the extent to which the challenges affects strategy 

implementation process in insurance industry. Mean and standard deviations were used to 

rate the challenges as shown in table 4.5 below. 
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Table ~.5 Extent to which the following challenge~ affects .strategy implementation 
proce 

Poor leadershi stvles 
Lack, of management commitment 

I 
ke) formulators of strategic decision failing to play an 
acti,·e role in the actual implementation 

1 Organizational culture not supportmg strategy 
implementation 

Poor management of firms resources 

Employees skills and knowledge 

Inadequate training. development and instruction to 
employees 

Time taken to execute the plan 

Key implementation tasks and activities not bein& well 
defined 

0\ erall goal~ not being understood by employees 

Poor communication 
u nrealistic taructs 
Co-ordination and teamwork 

Failure to come up with correcuve measures for any 
deYiations 

Lncontrollable factors outside the firm 

Inadequate information systems 

I 
I 
I 
I 
I 

I 
I 
I 

~lean I Std. De' I 
3.8800 I 1 " .. .,9"J ·~'?_-_-

3.64oo I 1.~2066 

3.3200 1 1.24900 

3.2400 1 1.23423 

3.24oo 1 1.39284 1 

3.~8oo 1 1.36Q9 I 

3.0800 i 1.35154 1 

3.0417 1 .954~8-1 

3.4000 1.41421 

3.36oo 1 1.22066 

3.6400 1.11355 
3.3200 1.14455 

3.28oo 1 1.24231 

3.5000 1 1.10335 

2.8400 I .89815 

3.0000 1 1.190241 

As shown in table 4.5. from the findings to a great extent: poor leadership styles (mean of 

3.8800). lack of management commitment (mean of 3.6400). poor communication (mean 

of 3.6400) and failure to come up with correctiYe measures for an) deviations (mean of 

3.5000). 

On a moderate extent; ke~ implementation tasks and acth ities not being well defined 

(mean of 3.4000). O\'erall goals not being understood b) emplo~ ees (mean of 3.3600). 

ke~ formulators of strategic decision failing to pia~ role in the actual implementation 
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(mean of 3.3200). unrealistic targets !mean of 3.3200). Co-ordination and teamwork 

mean of 3.2800 1. employees skills and knowledge (mean of 3.~800), organizational 

culture not supponing strate~ implementation (mean of 3.2400). poor management of 

finns resources (mean of 3.2400). Inadequate training. development and instruction to 

employees (mean of 3.0800). Time taken to execute the plan (mean of 3.0417). 

Inadequate information systems (mean of 3.000) and L'ncontrollable factors outside the 

finn (mean of 2.8400 ). 

In general key challenges affecting strateg) implementation process in the insurance 

mdustry were; poor leadership styles. lack of management commitment. poor 

communication and failure to come up with corrective measures for any de\'iations 

-'.5 Challenges organizations face in appl~·ing its competitive strategies. 

The factor analysis was used to identify the key challenges faced in applying its 

competitive strategies. Factor analysis is a method for decomposing information in a set 

of variables for meaningful factors that are underlying latent dimensions of the problem. 

The factors summarize the larger set of original variables /question variables into a 

smaller set of meaningful factors. The analysis was carried out and the results have been 

presented in terms of: KMO and Bartlett's Test. Total Variance Explained tEigen values. 

and Rotated Component Matrix/Varimax 
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Table 4.6: K.MO and Bartlett·~ Teo.;t 
~-----=--

' kaiser-Meyer-Olkin Measurl: o: Sampling Adequac~. I 
;-B-art_l_n_'_T--t --:-f_S_h ___ -.t--~, -A- ch· s 

1 
, ,_- ·.:

2
_.,
9

2 

e s es o • p enct) ~~~rox. 1- quare J. J 

55 ~--------------rls~. ~~~-.-----------~--------.ooo, 
ln order to use factor analysis to analyze the challenges faced in applying its competitive 

strategies. it was important to test the significance of the technique (factor analysis 

technique). This P \alue of 0.000 in table 4.6 shows that the technique is significant at 5 

percent (P- value less than the significance level of0.05). 

Table .t7: Total Variance Explained 

I Component I I Extraction Sums of Squared 
Initial Eiuenvalues Loadtl!.[S 

! %of 1 Cumulative I I %of Cumulative 
Total Variance % , 1 otal_t Variance % 

I 5.392 49.015 49.015 5.392 49.015 49.015 I 

..., I 1.461 13.:!81 I 6'2."297 : 1.461 I 13.281 I 6"2.297 
.., I 1.090 Q.91 0 : 72.'207 1.090 I 9.910 I 72.'207 _j ·' 
4 I .877 '.970 I 80.177 I 
5 I .664 1 6.034 86.:! 11 I 

. 6 .487 4.425 I 90.636 
7 I .435 3.9561 94.593 

8 .259 2.354 i 96.947 I 
19 I .140 ! 1.276 98."223 I I 

10 I .121 1.098 99.321 1 

1 I I .075 I .6791 100.000 I 
Extraction Method. Princtpal Component Analysts. 

horn the total variance explained table.'Eigen ,·alues (a measures of the variance 

explained b) factors). factor extraction have been done to determine the factors using 

ligen values greater than 1. Factors \\ith Eigen values less than 1.00 were not usi!d 

because they account for less than the \·ariation explained by a single variable. 
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The result indicates that 11 variables \\ere reduced into 3 factors. The three factors 

explain 72.2075% (Cumulati\'e percentage) of the total variation. the remaining 8 factors 

together account for 27.7925% of the variance. The explained variation 72.2075~o is 

!!Teater than 70% and therefore. Factor Anah sis can be used for funher anah·sis. The - . . 

model with three factors may be adequate to represent the data 

Table 4.8: Rotated Component Matrix 

Component 
I ~ I 3 

Oh d h X PO ' 9 t er orgaruzauons cop~ an try t c same I -. - .775 .01 I 

. ~taff turnover is hi!!h x2 .042 .006 1 .978 

Inadequate staff competencies X ~ .664 1 -.341 I -.158 

Poor financial strcm.rth I x~ .870 I -.162 I .16<) 

L Government and industry re!!ulation I X 5 .339 1 .754 -.031 

Mana£!ement commitment ! Xt. I .862 .166 -.118 
~ Inadequate resources I X; .823 -.074 1 .175 

I Ri!!id structures I XII i .770 I .193 I .137 

I Poor communications ; X<, .891 1 .202 1 -.073 

I Abilit) and values of company executives XIII I .724 1 .2851 -.123 

I Inability to fit organizations practices to I XII 
! 

.0351 .826 .0241 
what is needed for stratee1c success 
Extract•on Method· Pnoopa, Component AnalySIS. Rotabon Method: Vanmax With Ka•ser Normahzauon. 

Rotallon converged in 4 iterations. 

The rotated component matrix is to transform the complicated matrix (initial matrix into 

simpler one).The purpose of rotation is to achieYe a simple structure i.e. \\·e would like 

each factor to have non zero loading for only some of the variable so that we can easily 

interpret the factors. 

A factor loading of0.5 has been used to determine the "ariable belonging to each factor. 

F1== 0.664X3 -. 0.870){.; - 0.862X6 - 0.823X, + 0.770Xs - 0.891XQ + 0.724XJO-

0 724X,, 
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Factor one is made up of the following variables: lnadequate staff competencies. Lack 

Poor fmancial strength. Management commitment. Inadequate resources. Rigid 

structures. Poor communications. Ability and values of company executives and 

Inability to fit organizations practices to what is needed for strategtc success. This factor 

represents the challenge known as internal organizations challenges. 

Factor t\.VO is made up of the following vanables: other organizations cop~ and try the 

SME and government and industry regulation. This factor represents the challenge kno\\11 

as external challenges. 

Factor three is made up of Staff turnover is high. This tactor represents the challenge 

known as turnover rate. 

4.6 Mechanisms Lscd To Cope With Strateg) Implementation Challenges 

The members were asked to rate the mechanisms used to cope with strategy 

tmplementation challenges in thetr organizations. 
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Table ~.9 Mechanism!> lsed To Cope\\ ith Strate~ Implementation Challen~es 

r I 
-- -

Mean Std De' 
l Change of overall leadership 3.3600 j 1.11355 

i Chance of the top leader 3.2400 I l. '>0000 
Structural adjustment to suit the strategy 3.8000 1.15470 

\ Training and developing of strateg) objectives to staff I 3.92oo 1 1.07703 

r Communicating of objectives to stakeholders I 3.7200 1.137::!5 
I -

Use of teamwork to implement strateg) 3.9200 1.11505 

Involvement of stakeholders through the implementation 
4.0000 .95743 1 

process 
l.Jse of a process map/flow charts for implementation 3.6000 1.2~474 I 

1 
Addressing environmental issues individually 2.ssoo 1 1.01325 

Use of measurement scales for achievement of object]\ es 
-, 

3.7200 1.10000 

From the findings to a large ex.'tent Im·olvement of stakeholders through the 

implementation process (mean of --l.OOO). use of teamwork to implement strategy (mean 

of 3.9200). training and developing of strategy objectives to staff (mean of 3.9200). 

structural adjustment to suit the strateg: (mean of 3.8000). communicating of objectives 

to stakeholders (mean of 3.7200). use of measurement scales for achie\'ement of 

objectives (mean of 3.7200) and use of a process map/flow charts for implementation 

(mean of 3.6000) 

On the other hand to a moderate extent the follO\\i.ng mechanisms were used to cope with 

strategy implementation challenges: change of overall leadership (mean of 3.3600). 

change of the top leader (mean of 3.2400) and addressing environmental issues 

indi\'idually (mean of2.8800). 
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CHAPTER FIVE: SUMMAR\, CO'\CLLSJON AND RECOMMENDATIO 'S 

5.1 Introduction 

This section hiahliahts summarv of the findinl!s. dra'' conclusions and make 
....- - . '-

recommendatwns. 

5.2 Summary 

The objectives of the srudy were to determine the challenges of implementing 

competitive srrategies in the insurance industry in Kenya and to establish what the 

insurance industr: in Kenya does to cope with the challenges of implementing 

competitive strategies. 

ln summelD. the stud~ sho"vs M~iority of ( 60%) of the top ten insurance companies were 

local!) owned with onl) 24~o being foreign owned. it was also noted that majorit} of the 

organization rating on nature of competition was strong at 36° c• rating. ver~ strong at 

48% rating and h,yper at 16% rating. 

Feedback on rate on areas of competition experienced mostly by their respecLive 

company·s in the last five years mdicated that to a great extent competition was on 

customer satisfaction profile. prices. products differentiation and technological 

ad\ancement Most of the insurance organizations change their structures on semi annual 

and semi annual basis (24%) and annual basis (64%). The sboner period is preferred Lo 

enable them determine areas where targets are not being met and make the necessar~ 

adjustments 
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Th .. respondents unanimous}~ agreed ke~ challenges ntfecting strategy implemt:ntation 

process in the insurance industry \\Cre poor leadership styles. luck of management 

commitment. poor communication and failure to come up \Vith corrccti\'e measures for 

an~ deYiations. 

The stud~ used factor analysis to determine ke~ challenges faced in applying its 

competitive strategies. 11 predetermine variables statements were reduced into 3 factors. 

The three factors explain 72.2075% CCumulath·e percentage) of the total variation. the 

remaining 8 factors together account for n. 79:!S~·o of the variance. The explained 

variation 72.2075~o is greater than 70% and therefore. challenges faced in implementing 

organization kaming can be determined b~ Factor analysis technique. The model with 

three factors \\as adequate to represent the data. The ke) challenges faced in appl)ing its 

competitive strategies b) insurance organizations: ttlmoff. 

The srudy indentified the following as mechanisms used to cope with strategy 

implementation challenges in the msurance i.ndust~ involvement of stakeholders through 

the implementation process. usc of teamwor~ to implement strategy. training and 

developing of strateg) objectives to staff. structural adjustment to suit the strategy. 

communicating of objectives to stakeholders. use of measurement scales for achievement 

of objectives and use of a process map flov. charts for implementation 
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5.3 CONCLUSI ON 

The stud~ concluded that all insurance indust~ faces challenges when implementing 

competiti\ e strategie~ This is supported b~ respondent· s identification of key three 

challenges The stud~ also concluded that current mechanisms put in place by insurance 

ftrms are effective and more controls should be put in place. 

5.4 RECOMMENDATIONS 

Based on the stud~ findings the follov .. mg recommendations were made: 

5.4.1 Recommendation to Poli~ Makers 

Based on the stud~ findings. it is recommended that insurance compan~ ·s come up with 

human resources polic~ to check on the high turnover rates in the industry. The policies 

should be designed in a manner that it incorporate reasons given b~ employees \'v·hen they 

leave an organization This should be supported b~ exit imen iews for ever~ employee 

leaving the organization. Orgamzations should also relook at their internal organization 

structures as the stud) identified internal organization structures as the key challenge 

facing insurance firms. 

5.4.2 Recommendation for Further Research 

The study confmed itself to top ten insurance companies from a population of 43 

insurance companies. This research therefore should be replicated in other insurance 

compames and the results be compared so as to establish whether there is consistency 

within the insurance industry. 
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APPENDICES 

Appendix 1: Questionnaire 

SECTJO'\ A 

1. ~arne of the company ----------------------
.., )Jurnber of years in operation? ________ _ 

3. Company Ownership ( tick a~ appropriate) 

Local ( ) 

SECTIO"\ B 

Foreign ( ) Others. hpecify) ------------

4. HO\\ do you describe competition in insurance industry in Kenya? 

Weak ( ) Strong ( ) \' er: Strong ( Hyper ( \ 

5. In what areas has competition been experienced most m your company in the last 

five years? Use a 5-point scale where:- J=No Extent at All 2=Littlc E1.tcnt 

3=Moderate Extent -I=Grcat Extent 5=\'cry Great Extent 

1 2 3 4 5 

i) T cchnological Ad\'ancement ( ) ( ) ( ) ( ( ) 

ii) Products Differentiation t ) ( ) ( ) ) ( 

iii) Customer satisfaction profile ) ( ) ( ) ( ) ( 

iY) Prices ( ) ( ) ( ) ( ) ) 

\ ") Mergers & Alliances ( ) ( ) ( ) ( ) 

6. Ho\\ often should the organization change its structure? 

Monthly ( ) Quarterly ( 1 ';emi Annuall) ( ) Annually()Any Other. ........... 
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ECTIO'\ C 

trate~ lmnlementation Challen~es 

7. To v.hat extent do you find each of the following a challenge in your strategy 

implementation process. Use a 5-point scale where:-

l =No Extent at All 2=Little Extent 3=Moderate Extent 

4=Great Extent 5=Very Great Extent 

1 2 3 4 5 

i) Poor leadership styles ( ) ( .> ( ) ( ) ( ) 

ii) Lack of management commitment. ( ) ( ) ) ( ) ( 

iii) Key formulators of strategic decisions failing to 

play an actih: role in the actual 

implementation process ( ( ) ( ) ( ( } 

iv) Organizational culture not supporting strate~ 

implementation ( ) ( ( ( 

\') Poor management of fmn · s resources ( ( ) ( ( ) ~ 

\ i) Employee·s skills and knowledge ) ) ( ) ( ( 

vii) Inadequate training. development and 

instructions to employees ( ) ( ) ( ) ( ) 

viii) Time taken to execute the plan. ( ) ( ) ( 

ix) Key implementation tasks and activities not 

being well defined ( ) ( ) ( ) ( ( ) 

X) Overall goals not being understood b) 

employees ( ) ( ( ( ) ( ) 

xi) Poor communication ( ) ( ) ( ) ( ) 

xii) Unrealistic targets ) ( ) ( ( ) ( ) 

xiii)Co-ordination and teamwork ( ) ( ) ( ) ( 

xiv) Failure to come up with correctiYe measures 

for any deviations ( ) ( ) ( ( ( 

X\') Lncontrollable factors outside the firm ( ) ( ( ) ( ) ) 

xvi) Inadequate information systems ( ) ( { ) ) 

44 



8. What challenges dOI.!S your organization face m appl~ ing its competitive 

strategies. Use a 5-pointscale where:-

1 =i'lo Extent at All 2=Littlc Extent 3=~1oderatc E\.tcnt 

4=Great Extent 5=\'ery Great [:\tent 

1 2 ~ 4 5 ~' 

i) Other organizations copy and try the same( ) ( ) ( ( ) ) 

ii) Staff turnover is high ( ( ) ( ) l ) ( 

iii) Inadequate staff competencies ( ) ( ) ( ) ( ) ( ) 

h·) Poor financial strength ) ( ) ( ) ( ) ( ) 

v) Government and industry regulations ( ( ) ) 

\'i) \1anagement commitment ( ( ) ) ( ) ( 

vii) Inadequate resources ( ( ) ( ) ( ) ( } 

viii) Rigid structures ( ) ( ) ) ( ) ( ) 

ix) Poor communications ) ( l ( ) ( ) 

X) Ability and values of compan~ executives( ) ( ) ) ( 

xi) Inabilny to fit organizations practices to 

what is needed for strategic success ( ( ) ( ) ( ) ( ) 

Mechanisms l sed To Cope With Strategv Implementation Challenee~; 

9. To what ex-tent can each of the following approaches be used to cope with 

strateg) implementation challenges in your organization? lse a 5-pointscale 

i) 

ii) 

where:- l =No E1.tent at All 2=Littlc Extent 

4=Great Extent 5=Very Great EAtent 

Change of overall leadership 

Change of the top leader 

1 2 

) ( ) 

( ) ( 

iii) tructural adjustment to suit 

3=Moderate Extent 

3 4 

( ) ( ) 

( ) ( 

( 

( 

5 

the strategy () () () ( ( ) 
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iv) Training and de\eloping ofstrateg~ 

objective_ to stafl ( ) ( } ( ) ( ) ( ) 

\') Communicating of objecti"es 

to stakeholders ( ) ( } ( ) ( ) 

vi) Use of teamwork to implement suateg)o t ) ( ) ( ) ( 

Yii) Involvement of stakeholders through the 

implementation process ( ) ( ) ( ) ( ) ( ) 

viii) Use of a process map flov. charts for 

implementation ( ) ( ) ( ) ( ) ( ) 

ix) Addressing environmental issues 

Individually ( ) ( ) ( ) ( ) ( ) 

x) use of measurement scales for achie,·ement 

of objective ( ) ( ) ( ) ( ) ( ) 

Th01tA roufor Your Inputs a11d Cooperation. 
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Appendix II: List of Insurance Companies 
1 African Merchant Assurance Compan~ \.AMACO) 

"> AP A Insurance Company 

3 Apollo Life Assurance Compan) 

4 Blue Shield Insurance Compan) 

5 British American Insurance Company 

6 Cannon Assurance Compan) 

7 CFC Life Assurance Company 

8 Chartis Kenya Insurance Compan~ 

9 Concord Insurance Compan) 

l 0 Co-operati\e insurance Com pan) 

II Corporate Insurance Company 

1~ Directline Assurance Company Ltd 

13 Fidelity Sh1eld Insurance Compan~ 

14 First Assurance Compan~ 

15 Gateway Insurance Compan~ 

16 Geminia Insurance Compan) 

17 General Accident Insurance Company 

18 I leritage Insurance Com pan) 

19 Insurance Compan) of East Africa (ICEA) 

20 Intra Africa Assurance Compan) 

21 Jubilee Insurance Compan) 

22 Kenindia Assurance Company 

23 Kenyan Alliance Insurance Company 

24 Kenya Orient Insurance Company 

25 Lion of Kenya Insurance Company 

26 Madison Insurance Company 

27 '\tiayfair Insurance Compan~ 

28 \ltercantile Insurance Company 
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29 Metropolitan Life Insurance Kenya Ltd. 

30 Monarch Insurance Company 

31 Occidental Insurance Company 

32 Old \t1utual Life Assurance Company 

33 Pan Africa Life Assurance Company 

34 Pacis Insurance Company Ltd 

35 Phoenix of East Africa Assurance Company 

36 Pioneer Life Assurance Compan) 

37 Real Insurance Company 

38 Tausi Assurance Compan) 

39 Trident Insurance Company 

40 Trinity Life Assurance Company 

41 UAP Insurance Company 

42 Canon Assurance Company 

43 UAP Life Assurance 

(Association ofh.en)a Insurers December. 2009) 
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Appendix Ill: List of Top Ten Insurance Companies 

RANKING INSURANCE COMPANY MARKET SHARE I I 

I 1 Jubilee Insurance Company 8.56% 

2 APA Insurance Company 8.43% 

! 

3 I UAP Insurance Company 17.11% 

4 I lCEA Insurance Company 6.57% 

5 Chartis Insurance Company , 4.72% 

6 I CFC Insurance Company 4.56% 

I 

7 Heritage Insurance Company i 4.45% 
I 

8 Pan African Life Insurance 4.04% 

I 
9 Madison Insurance Company 13.84% I 

I 10 Old Mutual Insurance Company I 2.38% I I 

11 Others ! 45.34% I 
I 

Totals 100% 

(Insurance Industry .tumual Report. 2009) 
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