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ABSTRACT
The alignment between strategy and environmentdiethe centre of strategic management.

Organizations are faced with turbulence and stifinpetition in their external environment.
Correct alignment helps a firm maximize the ecormobenefits from resources, improve the
effectiveness of operations, and boost the fulBlinof its strategic goals. The competitive
environment is affected by market structure andigatality; the intensity of competitive rivalry

and the degree of differentiation. The telecommaiion industry today is characterized by an
ever changing operating environment characterizestii competition among the major players

as each seeks to establish itself in the market.

The purpose of this study was to find out the wsistrategic responses applied by Safaricom in
responding to the competitive environment. Thisaesh was conducted through a case study
since it was a research on one organization. Bothary and secondary data were used for the
study. Interview guides were administered amongosananagers in Safaricom Ltd to collect
primary data. Being a case study, conceptual coriealysis was most useful in analyzing the

data.

From the study findings, the researcher concludatsthe challenges in the external environment
that affect the operations of the organisation wsreh as global financial crisis, competition
from firms within the telecommunication industryplpical instability, low technological
advancements and registration from the regulat@@K)CThe study also concludes that the
responses to the competitive environment that heddo fruitful results were strong financial
strategies, innovation, invention, strategies, asde and development ventures and investment
in technology strategies. Strategic responses adopy Safaricom are both proactive and

reactive to the changes in the company’s extermat@nment

The study recommends that although there Safaricasmbeen successful in neutralizing the
challenges brought about by competition in the datemunication industry, Safaricom should
engage in more cost reduction as a response twngpetitors’ strategies whose products and
services are much cheaper. Besides providing mgices and products at lower cost (cost



advantage), Safaricom should deliver benefits teateed those of competing products

(differentiation advantage) to gain a competitidgantage over other firms.
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CHAPTER ONE: INTRODUCTION
1.1 Background of the Study

A business external environment can be consideredtlaose factors and conditions that are

beyond the direct control and influence of a bussge These factors depend on the complexity

and dynamism of the environmenticcording to Pearce and Robinson (1991), strategic

responses are the set of decisions and actions thesult in the formulation and

implementation of plans designed to achieve a fiexgbjectives. It's thus a reaction to what is

happening _in_the organization’'s environmentAccording to Chepkwony (200), when

businesses see their environment as turbulent, cer@nd competitive, they respond to align
with the environment.

Coping with the increasingly competitive environmédras called on firms to rethink their
marketing strategies (Pearce and Robinson, 200§parirations must realize that their services
and products, regardless of how good they are, Igihp not sell themselves (Kotler, 2000).
Aosa (1982) noted that industries are respondingustomer’'s demand by becoming more
innovative in their new ways of approaching thenged environment. They adopt strategies
such as improved customer services, credit faciitgt-paid cards and provision of convenience
goods and services. Rapid technological changeiteated a new business environment where
innovation has become a top competitive strateggohding to Ansoff and McDonnell (1990),
increased competition has created fundamental @hitconomic environment whereas no

organization can hope to stay afloat if it failsctime up with proper strategic responses.

1.1.1 Concept of Strategy
Strategy refers to the machinery of the resourges$ activities of an organization to the

environment in which it operates. According to Affisand McDonnell (1990), it is through
1



Strategic management that a firm will be able tsifoan and relate itself to the environment to
ensure its continued success and also securefrselfsurprises brought about by the changing
environment. He further argues that this can besdmnfirstly, positioning of the firm through
strategy and capability planning in its rightfulnepetitiveness, and secondly, use of real time
response through issue management and thirdlye®@gsic management of resistance during
strategic implementation (Grant, 2003).

Viewing strategy simply as a grand plan an ovelag;mever-to-be-altered plan of action might
be inappropriate. A strategy can be grand onceemehted, but the original visions might or
might not remain standing by the time the stratdggision and implementation processes are
completed (Grant, 2003). Despite thoughtful attengster the decades to define strategy, a rash
of manifestos continues to emerge that purporédefine the term.

Strategy development is a multidimensional proteasinvolves rational analysis and intuition,
experience and emotion. A strategy serves as a&leefur achieving consistency in decision
making across different departments and individ{&lazmi 2002). For strategy to provide
coordination there is need for the strategy protesst as a communication mechanism within
the firm. Such a role is increasingly recognizedhi@ strategic planning processes of companies

(Pearce and Robinson, 2005).

1.1.2 Strategic Responses

Strategic responses are concerned with decisionls amtions meant to achieve business
objectives and purpose. Three areas of a compaategy are important in identifying the
responses of a firm to its environmental challen@esarce and Robinson, 2005). These include
objective setting, the vision and mission of thenpany, strategic, competitive strategy where

after considerations of the firm’s competitive atgths and weaknesses vis-a-vis competition and
2



customer needs, the company establishes a positimompetitive advantage (Lowes et. al.,
1994).

Pearce and Robinson (2005), says that there is tweediopt new strategies that match the
challenges from the environment. Ansoff and McDelh(1990) asserts that the management
system used by a firm is a determining componenheffirm’s responsiveness to environment
changes because it determines the way that managgeeeives the environment, diagnosis

their impact on the firm, decides what to do anglaments the decisions.

1.1.3 Competitive Environment

The environment in which organizations operatedsstantly changing with different factors
influencing the organizations. Since the turn @ thillennium, the general business environment
has become more volatile, unpredictable and vempatitive. Coping with the increasingly
competitive environment has called on firms to irdhtheir marketing strategies (Pearce and
Robinson, 2005). A firm’s competitive environmermingprises of the following set of factors;
threat of new entrants, suppliers, buyers, progubstitutes and the intensity of rivalry among
competitors that directly influences a firm andatsnpetitive actions and responses. In total, the
interactions among these five factors determinmdustry’s profit potential (Ansoff, 1990).
Environment has been characterized as complex,nadgnanulti-facet and having far reaching
impact (Kazmi 2002). As a result, of these charsties, the environment is composed of
various factors, events, conditions and influendectv interact with each other to create an
entirely new set of influences leading to constantironmental change in its shape and
character (Mose, 2007).

To survive in a dynamic and highly competitive mgsis environment, different organizations

have had to engage various strategies to suryiveter, 197). One such strategy is the
3



corporate turnaround strategy. The starting pantentification of the root cause or causes of
the crisis. Turnaround strategies are used wheuasadss worth resuming goes into corporate

crisis (Pearce and Robinson, 2005).

1.1.4 Safaricom Limited

Safaricom is the leading mobile phone operator enya. It was formed in 1997 as a fully
owned subsidiary of Telkom Kenya. In May 2000, Viode group plc, the world’s largest
Telecommunication company acquired a 40% stake rmadagement responsibility for the
company. Safaricom’s aim is to remain the leadirapN& Network Operator in Kenya. The firm
has a wide dealer network of over 152 dealers cpwide. The company has developed a broad
of services to meet the needs of the over 13.3amilbubscribers. The increasing number of
subscribers has had a positive influence on thepeoryis profitability. The company’s turnover

rose from US$280 million in 2004-2005 to US$875ioiilin 2008-2009vww.safaricom.co.ke

In the modern world of globalization, Safaricom Hzeen able to keep pace with the global
mobile telecommunications market by having stratdmisiness associations, which help in
meeting the dynamic challenges of the modern mdblecommunications world. Its strategic

association with the world leaders in mobile telmphhas created a niche in the Kenyan market.

Safaricom announced net profits of $220millionhe tast financial year.

The majority of the Company’s customers receiveises from it on prepaid basis and therefore
the Company is exposed to a higher risk of custarharn. Prepaid customers, those customers
that pay for service in advance through the pureha$ wireless airtime, represented
approximately 98% of Safaricom’s subscribers a8mEeptember, 2009. The Company has the

benefit of experienced shareholders, attractiviéfdaa nationwide network of experienced and

4



effective dealers and customer service, a modetwonk and high caliber management,

enabling it to maintain its position as Kenya’s n@Inarket leader (www.cck.co.ke

Safaricom has benefited and continues to benedith n terms of customers and market
capitalization, from the extensive experience ofd&fone, the world’s largest mobile

telecommunications company. Vodafone has exteristeenational and operational experience
in 25 countries, including a number of emerging kets. Part of the Company’s strategy in
getting people to notice its various products aadvises is through effective branding. The
Company’s principal color, green, is one of themm@lors of the Kenyan flag, which resonates
closely with Kenyan people and reflects the Comfsmepvironmentally-conscious mentality. .

Safaricom thus retains its Kenyan identity an&esyan heritagewww.safaricom.co.ke

1.2 Statement of the Problem

The alignment between strategy and environmentdiethe centre of strategic management.
Organizations are faced with turbulence and stiffnpetition in their external environment
(Kotler, 2000). Correct alignment helps a firm nmake the economic benefits from resources,
improve the effectiveness of operations, and btwsftulfillment of its strategic goals (Hill and
Jones, 2001). These inter-dependencies are crartaconsequently strategic decisions should
always involve some assessment of their impacttbaracompanies, and their likely reaction.
The competitive environment is affected by marketcsure and profitability; the intensity of
competitive rivalry and the degree of differentati market growth; the stage in the life of the
products or services in question and the frequehcew product launches; capital intensity; and

economies of scale (Johnson and Scholes, 2002).



With the increasing competition that companiesfaceng today, rewards will accrue to those
who can read precisely what consumers want by mootisly scanning the environment and
delivering the greatest value to customers with \tfeav that as the operating environment
changes, a more pronounced transformation of teaéss landscape lies ahead (Ansoff, 1990).
Therefore, strategy is vital to the adaptationhef thanging business environment. According to
the Mose (2007) implementation of structural adnpestt programme and subsequent market
liberalization opened the Kenyan market, leavingitesses at the mercy of market forces. As a
result, businesses faced increased competitiorregidtered low profits and even losses. This

could probably be attributed to lack of strategsponses practices.

The telecommunication industry today is characeelizoy an ever changing operating

environment characterized by stiff competition agnahe major players as each seeks to
establish itself in the market which is best exefiga by the two current mobile telephony

operators, Safaricom and Zain and the recent nmwartls unification of licenses to ensure that
various products are offered under a single platfaoupled with other factors such as advance
in technology; change in the communications needhefconsumer, which has heralded the
introduction of a number of new products into tharket. As a result of the triggers for strategic
change, the major player, Safaricom has had toloewtrategic responses to enable it to remain

competitive in the market, in the face of evolvoanditions.

Many researchers have indicated the importancéisfstrategic alignment and suggested that
the strategy-environment fit has strong performaimgglications Porte; 1997 Smith, 2003;
Venkatraman and Prescott, 1990). When the envirahimalynamic/uncertain and complex, the

importance of this fit is magnified (Wernerfelt akdrnani, 1987). Locally, studies on strategic



responses and changing environment have been deddddutua (2004) conducted a survey of
responses to changing environmental conditions hvinas a case of UON. Mpungu, (2005)
carried out a research on strategic responses npeaidive environmental conditions whose
focus was on AAR Health Services Ltd. Kashero, 808&tudied the strategic responses to
competitive environment at Lloyd Masika while Majr{@008) did a research on the strategic
responses to changing environmental conditions lwhkentered its focus on Central Bank of
Kenya. To date no known study has focused on tlagegiic responses adopted by Safaricom to
counter the competition in its operating environmerhis is despite the fact that the
communications sector in Kenya has experienced gghenal growth in the last one decade,
including expansion in the number of operators e tnarket and the changing nature of
consumer demands. The current changes brought &lyoglobalization and economic crisis
have had a great effect on the company hence iafects strategic alignment to the
environment. It is in this light that the researchanms to fill the existing gap by carrying out a

research on the Safaricom strategies in facingdngpetitive environment in which it operates.

1.3 Objective of the Study
The objective of this study was to find out theioas strategic responses applied by Safaricom
in responding to the competitive environment

1.4 Value of the Study

The findings of this research contribute to prowtal information to facilitate the management
of Safaricom in designing appropriate methods atmtegyyies geared towards business
sustainability. Thus the findings may help theraniify gaps in their strategic responses and
enable them to better respond to environmental ggmnThe findings of the study may be

7



beneficial to other players in the telecommunicafiedustry since they will also be enlightened

on how the business responds to changes in theoanwent.

The study also contributes to the body of know&edg researchers and scholars who will
undertake further studies in a related field. Tésearcher will gain useful skill and experience

that will aid in carrying out future research.



CHAPTER TWO: LITERATURE REVIEW
2.1 Introduction
This chapter presents a review of the relatedalitee on the subject under study presented by
various Researchers, Scholars, Analysts and Authidne specific areas covered here are
strategy, organizations and their externzivironment factors influencing the strategic

responses and strategic responses to dynamic emerd.

2.2 Theory and Concept of Strategy

According to Porter (1997) strategy is about comtipet and the means by which an
organization tries to gain a competitive advantage. has described a category scheme
consisting of three general types of strategiet dh@ commonly used by businesses. The three
generic strategies are as follows: strategic saopeb strategic strength. Strategic scope is a
demand-side dimension and looks at the size andoasition of the market to be targeted
(Porter, 197). Strategic strength is a supply-side dimension lao#ts at the strength or core
competency of the firm. In addition, he identifie@lo competencies that he felt were most

important: product differentiation and product c@eficiency).

Johnson and Scoles (2002), view strategy as tleetdin and scope of an organization over the
long-term which achieves advantage for the orgaisizahrough its configuration of resources
within a changing environment and fulfill stakehexsl expectations. Boseman and Phatak (1989)
argue that if a firm wants to remain vibrant andcassful in the long run, it must make impact
assessment of the external environment, especillgh relevant groups as customers,
competitors, consumers, suppliers, creditors amedgibvernment and how they impact on its

operations success is dependent on productivigtpmer satisfaction and competitor strength.
9



Strategy development is a multidimensional prodiess must involve rational analysis and
intuition, experience, and emotion. But, whetheatsgy formulation is formal or informal,
whether strategies are deliberate or emergente tban be little doubt as to the importance of
systematic analysis as a vital input into the stpatprocess (Ghemawat, 1991). Without analysis,
the process of strategy formulation, particulaiyttee senior management level, is likely to be
chaotic with no basis for comparing and evaluatitigrnatives. Moreover, critical decisions
become susceptible to the whims and preferencexlnidual managers, to contemporary fads,
and to wishful thinking Henry, (1978).

Equally important, a strategy serves as a vehal@€hieving consistent decision making across
different departments and individuals. Hamel & Riad (1989) views organizations as
composed of many individuals all of whom are engage making decisions that must be
coordinated. For strategy to provide such coortnatequires that the strategy process acts as a
communication mechanism within the firm. Such aer@d increasingly recognized in the
strategic planning processes of large companies.shift of responsibility of strategic planning
from corporate planning departments to line marsegad the increased emphasis on discussion
the businesses and the corporate headquartersppasenl to the formal approval of written
plans) are part of this increased emphasis onegim@iplanning as a process for achieving

coordination and consensus within companies BuZ£gdle, (1989).

2.30rganizations and their External Environment

As Ansoff and McDonnell (1990) argued, businesséirare in a constant two way interaction

with the environment. They receive an assortmemésdurces from the environment and after a

transformation, deliver them back to the environmerihe form of goods and services. What is

10



released back can only be consumed by the orgamzdtit fits the environment requirements

and needs (Porter, 99).

Pearce and Robinson (2005) define an organizatextsrnal environment as all those factors
beyond the control of the firm that influence itsotce of direction, action, organizational
structure and internal processes. Organizatiors exia complex commercial, economic, legal,
demographic, technological, political, cultural aswktial environment. This environment is not
static but is under constant change which affdesorganizations that operates within it. These
environmental changes are more complex to somenza@#ons than others and for survival an
organization must maintain a strategic fit with @avironment. A sustainable competitive
advantage is achieved when there is a strategietiteen the external and internal environment.
Pearce and Robinson (2005) state that economiorgaconcern the nature and direction of the
economy in which a firm operates. Some of the ewoaofactors on both national and
international level that managers must considdudegeneral availability of credit, the level of
disposable income, the propensity of people to gpererest rates, inflation rates, and trends in
the growth of the gross national product. A firm sntherefore include these factors in its

strategy formulation (Ghemawat, 1991).

Kombo (1997) found that as a result of the ongadicgnomic reforms, firms in the motor

industry adjusted their variables substantiall\asdo survive in a competitive environment. The

firms in this industry introduced new technologadsproduct development, differentiated their

products, segmented and targeted their customen® rmaond improved customer services

(Chwelos 2001)They also made significant changes to marketingvariables of promotion,

price and distribution in response to competitibhe social factors that affect a firm involves

11



the beliefs, values attitudes, opinions and liflestyf persons in the firms external environment,

as developed from cultural, ecological, demographigligious, educational, and ethnic

conditioning, Pearce and Robinson (2007). As satigldes changes so too does the demand of

various types of productSmith, 2003) Like other forces in the external environmentiab

factors are dynamic with constant change resulfiiom efforts of individuals to satisfy their

desires and needs by controlling and adapting ¥o@mmental factors. For managers, informed

judgment of the impact of changes in social; caltfmctors are paramount.

Pearce and Robinson (Z)Qeckon that the direction and stability of palii factors are major

consideration for managers on formulating compamgtesyy. Political factors define the legal

and requlatory parameters within which firms muserate. Political constraints are placed on

firm’s fair trade decisions antitrust laws, tax grammes, minimum wage leqislation, pollution

and pricing policies and administrative regulatiocheme are meant to protect the firm and they

include patents laws, government subsidies $teel and Webster (1992) found out that small

enterprises in Ghana adapted to the competitive@maent as a result of Structural Adjustment

Programmes (SAPS), by altering their product miXéss enabled these firms to complete with

imports.

Kazmi (2002 observed that a technological breakthrough cae basudden and dramatic effect

on firm’'s environment. It may spawn new markets amdducts or significantly shorten the

anticipated life of a manufacturing facility. Henfog a firm to stay successful, it must strive to

understand both the existing technological advatitascan affect its products and services also

the ability to forecast future technological adwesdelps alert strategic mangers to both

impending challenges and promising opportunities.

12



Pearce and Robinson (Z)0define the ecology as the relationship among drnuipeings and

other living things and the air soil, and watertthBapport them. Specific concerns in this area

include global warming, loss of habitant, and biedsity as well as air, water, and pollution.

Firms are increasingly being called upon to pagrditbn to this by protecting the environment.

Pearce and Robinson also observed that despitea clpaefforts the job of protecting the

stakeholders is entrusted on the organizations.céleany effort to attain success through

competitive advantage must be full aware of allakiernal environment factors and their impact

on the day to day operations of the busir(€welos 2001)

2.4 Factors Influencing the Strategic Responses
Numerous factors, both internal and external tooaganization affect how it responds to

environmental factors affecting it includimgiormation and communication technoloaulture

changeand organizational structurd’he computer and development in telecommunicatamas

the most important aspects of information and comnation technology that have transformed

the business environment and process. AccordindPdder (199) technological change

especially information technoloqy, is amongst thestrimportant forces that can alter the rules

of competition. The computer has enabled the auiomaof many processes in business

organizations which has led to dramatic improvemeéentproductivity and reduction in costs

while telecommunications have dramatically improweeé speed with which information is

transmitted thus facilitating speedy decision mgK@hwelos 2001)

Information technology has become an indispensiaoieedient in several strategic thrusts that

businesses have initiated to meet the challengehafge. Using information technology for

business processes re-engineering frequently sesuthe development of information systems

13



that help give a company a competitive advantageha market place. These strategic

information systems use information technology ¢wvelop products services and process and

capabilities that give a business a strateqgic adganover the competitive forces it faces in its

industry (O’Brien, 1999).

Brown (1998) defines organizational culture asghtern of beliefs, values and learned ways of

coping with experience that have developed durieydourt of an organizational history and

which tend to be manifested in its members. Thuamopriate and cohesive culture can be a

source of competitive advantage. This is becauswadimotes consistency, coordination and

control and reduces certainty while enhancing nadittn and organizational effectiveness of

which facilitate the chances of being successfuthia market plac€Yip, 1989) Corporate

cultural identity for the market is a strateqgicltttat is used to manipulate consumer perceptions

of an organization and its product and services.

Stewart and Champion (2007)efine organizational culture as the establishattepn of

relationships outlining communication control andherity patterns with reqard to the number

of levels in the structure of the organization pft€oday and tomorrow, organization structure

reflects an external focus, flexible interactionferdependency and a bottom up approach

(Pearce and Robinson ZA)0 One of the strateqic responses to environmemtdlulence is

restructuring at the heart of restructuring is mlodion, that some activities, within the business

value chain are more critical to the success obt@ness strateqgy than others. O’Brien (1999)

argued that successful strategies could only béemmented through an organizational structure

that links peoples’ abilities and skKills to the si@ of the enterprise.
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2.5Strategic Responseto Competitive Environment

In order to achieve a competitive advantage, giyateeeds to focus on unique activities.
Strategy researchers have emphasized stability finmeés pattern of resource commitments
(Ghemawat, 1991). Through resource commitmentssfierect entry barriers, mobility barriers,
and isolating mechanisms that protect their cortipetadvantages. In order to develop strong
strategic responses capabilities a firm needs i@ Hhe three types of flexibilities market
flexibility production flexibility and competitivdlexibility (Yip, 1989). Sustainable competitive

advantage is born out of core competencies thdt yi@ng-term benefit to the company.

Numerous organizations have adopted strategic nsgso since market complexity and

competition have increased drastically in theiistdy.

According to Hill and Jones (2001), argue that ®strategy concentrates on serving particular
market niche, which can be defined geographicdilpe of customer or by segment of the
product line. According to Johnson and Scholes Z20Business unit strategy is about how to
compete successfully in particular markets”. Acaogdto Johnson and Scholes (2002),
operational strategies are concerned with how paErtsn organization deliver effectively the
corporate and business level strategies in term®esgurces, process and people. Companies
adopt strategies directed at improving, the effectess of basic operations within the company,
such as production, marketing, materials managemeséarch and development, and human
resources.

According to Johnson and Scholes (2002), operdtgirategies are concerned with how parts of
an organization deliver effectively the corporated business level strategies in terms of
resources, process and people. Even though seatetpy be focused on a given function, as

often as not they embrace two or more functionsragdire close co-operation among functions
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to attain companywide efficiency, quality innovatjcand customer responsiveness goals. The
company’s corporate strategy should help in thegss of establishing a distinctive competence
and competitive advantage at the business levetrelhs a very important link between
corporate-level and business level. According tondon and Scholes (2002), corporate level
responses is the first level of strategy at theaghe organization, which is concerned with the
overall purpose and scope of the organization tetntiee expectations of owners or major
stakeholders and add value to different parts @kthterprise.

Porter (1998) states that the goals of a conmpetstrateqy for a business went in an industry is

to find a position in the industry where the compaan best defend itself against the five

competitive forces — entry, threat of substitutibargaining power of buyers, bargaining power

of suppliers and rivalry among current competitdreere five forces constitute the industry

structure and it is from industry analysis that finen determines its competitive strateqy. He

identified three potentially successful generiatgtgy approaches to outperforming other firms

in_an industry.Pearce and Robinso2(q05 states knowledge of these underlying sources of

competitive pressure provides the grounds worlsfiateqic agenda of action

Porter (199) argues that developing competitive strategie®lims development of a broad

formula for how a firm is going to compete, whae éine goals and policies or tactics necessary

for achieving the goals. Competitive strateqy idelsl actions or attempts by a firm to attract

customers, retain them withstand competitive pressand strengthen its market positions and is

aimed at gaining competitive advantage. Porter esgad the key aspects of firm’'s competitive

strateqies in what he referred to as the “wheebaofipetitive strateqgies”.

Diversification makes sense when good opportungasbe found outside the present business.

Kotler (2000) states that a good opportunity is onehich the industry is highly attractive and
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the company has the mix of business strengths tsubeessfylFred (1997 observed. Three

types of diversification are possible. Second thmmany might search for new product that

could appeal toits current customers even though the new produestechnologically

correlated to its current product line. Finallye tbtompany might seek new businesses that have

no relationships to the company’s current technplegoducts or markets Strateqic responses to

a changing competitive environment therefore ergabstantial changes to organization long

termbehaviour

Differentiation strateqgy is one of porter's key imgss strategies. When using this strategy, a

company focuses its efforts on providing a uniquedpct or service. Since the product is

unique, this strateqgy provides high customer lgyfibrter, 1998). Pearce and Robinson (2007)

contend that strategies dependent on differenticdi®@ designed to appeal to customers with a

special sensitivity for a particular product atirfid. Product differentiation fulfils a customer

need and involves tailoring the product or sentwéhe customer. This allows the organization

to capture the market share.

2.6 Empirical Studies

Aosa (1992) noted that the action of competitongeha direct impact on a firm’s strategy. He
further stated that strategy will only make seirfiska markets to which it relates are known; and
pointed out that the nature of the industry in Waitize company operates needs to be understood.
According to Chwelos (2001), external pressuresicgieed benefits and readiness are
significant predictors of intent to gain respongeategies by organizations, with external
pressures and readiness being considerably morertamp than perceived benefits. Ansoff and

McDonnell (1990) asserts that the management sysised by a firm is a determining
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component of the firm’s responsiveness to envirarincbanges because it determines the way
that management perceives the environment, diagtiosir impact on the firm, decides what to

do and implements the decisions. Burnes (1998)cttrecern in real time responses is to

minimize the sum to total losses and restore @ofity to ensure organization’s success in a
turbulent and surprising environment. Porter (198Qjlines there are three approaches to
competitive strategy: Striving to is the overalwlccost producer, i.e. low cost leadership

strategy; seeking to differentiate one’s produéerrig from that of its rivals, i.e. differentiaho

strategy; and Focus on a narrow portion of the etarle. focus or niche strategy.

The most influential strategist of the decade wastd? (1980). He introduced many new
concepts including; 5 forces analysis, generictesgiias, the value chain, strategic groups, and
clusters. In 5 forces analysis, he identifies threds that shape a firm's strategic environment. It
is like a SWOT analysis with structure and purpdisshows how a firm can use these forces to
obtain a sustainable competitive advantage. Poartedifies Chandler's 1962 dictum about
structure following strategy by introducing a seddevel of structure: Organizational structure
follows strategy, which in turn follows industryrstture. Porter's generic strategies detail the
interaction between cost minimization strategiesdpct differentiation strategies, and market
focus strategies. A firm will be successful onlythe extent that it contributes to the industry's
value chain. This forced management to look abpisrations from the customer's point of view.
Every operation should be examined in terms of waditie it adds in the eyes of the final

customer (Porter, 1980).

18



CHAPTER THREE: RESEARCH METHODOLOGY
3.1 Introduction
This chapter is a blueprint of the methodology thas used by the researcher to find answers to
the research question. In this chapter the reseasthodology was presented in the following

order, research design, data collection methoddiaallly the data analysis.

3.2 Research Design

This research was conducted through a case stndg giwas a research on one organization. A
case study is an in-depth investigation of an iildial, institution or phenomenon (Mugenda and
Mugenda, 2003). Since this study sought to identifg Safaricom strategies in facing the
dynamic environment, a case study design was deémeduokst design to fulfill the objectives of
the study. Kothari, (2004) and Yin (1994) noted thaase study involves a careful and complete

observation of social units.

3.3 Data Collection Methods

Both primary and secondary data were used for tindys Interview guides were administered
among senior managers in Safaricom Ltd to colleotgry data. The interview guides had open-
ended questions. The use of an open-interview eglyatenabled better exposure of the
interviewees’ personal perspectives, their dedpaunghts, emotions and ambitiori®afon, 199
This less structured approach allowed the intersiéovbe much more like conversations than
formal events with predetermined response categjopermitting the respondents’ views to

unfold, rather than the predisposition of the redear (Marshall and Rossman, 1993. 80). The

interview guides were administered on a face te faasis. Secondary data sources were also

employed through the use of previous documents.
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3.4 Data Analysis

After the interview guides were filled up, the intiew guides were edited for completeness and
consistency. Being a case study, conceptual comateaiysis was most useful in analyzing the
data. Conceptual content is defined by Cresweld82@&s a technique for making inferences by
systematically and objectively identifying specificaracteristic of messages and using the same
approach to relate trends. Bryman and Bell, (20f}cribe it as a technique used to make
inferences by systematically and objectively idigimig specific characteristics and messages.
This was the best method of analyzing the qualtadiata that was collected from the interviews

and discussions.
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CHAPTER FOUR: FINDINGS AND DISCUSSIONS
4.1 Introduction
This chapter presents data findings from the figklanalysis and interpretations there-of. The
data was gathered through interview guides andysedl using content analysis. The data

findings were on the strategies used by Safaricoresponding to the competitive environment.

According to the data found, all the 8 heads ofatlispent projected in the previous chapter to be
interviewed were interviewed which makes a respoateof 100%. The commendable response
rate was achieved at after the researcher madéacfraffiort at booking appointment with the
head of department despite their tight schedulésnaaking phone calls to remind them of the

interview.

4.2 Demographic Information

The study, in an effort to ascertain the intervies’ecompetence and conversance with matters
regarding Safaricom Ltd asked questions on thetipasithat the interviewee held in the
organization. According to the data findings, b# interviewees were senior managers in charge
of various department such as corporate strategynah resources, regulatory, business
development, and sales and marketing departmentshé&highest level of education, the study
found that that most of the interviewees had astleaUniversity Degree while others had a
Masters Degree and a PhD Degree. The researclieaged a question on the years that the
interviewees had worked for the organisation (Sedan Ltd). According to the interviewees’
response, all of them had worked for the orgarosafor at least five years as most promotions

are internal, within the organization. The intewees’ responses hence had the advantage of
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good command and responsibility being that theyeveenior managers and had experience and

aptitude owing to their years of experience indhganisation.

4.3 Strategies in Facing the Competitive Environmen

The interviewees were asked to describe the operamnvironment in the telecommunication
industry in Kenya. From the responses, the interees were unanimous that the environment
was very dynamic with distinct technological changereasing need to maintain high quality
services due to increased customer demand as thienoers are exposed to the global
telecommunications industry, changing legal enviment such as the regulatory guidelines
promulgated by Communications Commission of Ken@&K), increasing inflation rate has
affected the cost of rollout and equipment, liceg2f other voice over Internet protocol (VolP)
providers (new entrants into the telecommunicatiadsistry) who offer low cost voice calls that
have posed a major competition challenge to theabpas of Safaricom Limited. In line with
this is the fact that there are upcoming Interrea/i8e Providers (ISP) that offer high-speed data
to the internet such as the introduction of Codeidion Multiple Access (CDMA) by Telkom

Kenya Limited (TKL).

The interviewees also reiterated that the charumstlhey have experienced in their department
in regard to the strategies employed to increasedmpetitiveness of the company were such as
differentiating the main products from those oftelyy competitors, for instance voice calls and
data calls. The interviewees also agreed that cotigpehad made the company to run massive

promotional campaigns so as to win the market sfdnie has led to increased costs.
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The study proceeded to determine the challengdgbanexternal environment that affect the
operations of the organisation. All the interviewesgreed unanimously that the organization
was faced by challenges such global financial grisicompetition from firms within the

telecommunication industry, political instabilitynéd low technological advancements. The
interviewees further confided that registrationnfréhe regulator (CCK) also mainly affect the

operation of Safaricom.

To the question on the changes that have taker lae to political climate, the interviewees
cited low cash flows, entry of many competitors tludiberalization of the economy; regulation
and receptive attitude of potential customers stheecompany is foreign owned. They further
indicated that the social factors that have aftkthe business operations at Safaricom were such
as increasing demand from customers for qualityft sh customer loyalty and cultural
influences on customer needs, regulation and jgslicio counter these factors, the interviewees
indicated that Safaricom has reacted by introdutimgcost handsets so as to make it easy for
customers to subscribe. The interviewees alsora¢g@ that Safaricom Company limited has

been focusing more on the Kenyan market as a gyrawebe the network of choice for everyone.

The study also proceeded to determine the areashioh technology has taken toll in the
company. The interviewees concurred that systexoBnblogy had taken toll in areas like
adoption Information Communication Technology swash Management Information System
(MIS); 3G speed, Wimax and fibre for data servig@sd mobile banking system. The
interviewees also indicated that to cope with theva technological challenges, the strategies
that have been put in place to achieve the requeetbrmance were such as the introduction of

the 3G network that transfers data at a very highed which was geared towards the
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competition from land-line and CDMA offered by Tetk wireless. The company also formed
alliances with other financial institutions likerida to introduce mobile banking through M-Pesa
services, introduced multimedia messaging, viddbngaservices, internal messaging system

and fax gateway, automatic call distribution systerd automated query handling.

On the method used to communicate any strategponse and how they are implemented at
Safaricom, the interviewees indicated that commatioo at Safaricom was through internal
messaging system, fax gateway and internal membeserl are implemented by the senior

management setting out the strategy and involvingnaployees in the implementation process.

The interviewees further intimated that the resper® the competitive environment that have
led to fruitful results were strong financial segies (operation cost reduction), innovation
(product, technology) and invention (new produd &gchnological) strategies and research and
development ventures aimed at developing the retemastomer knowledge. The interviewees
also cited investment in technology strategies liaat been adopted in response to the challenges
yielded fruitful results. They also indicated th@afaricom strives to adopted cutting edge
innovation and change, crafted specifically to addrall the existing and potential customer
communication need like in data services, custongsars access the internet through mobile
internet, broadband modem and 3G router. The coynplso continues to introduce products
and services like payment of bills though M-Pesd angage in heavy advertisement and
promotions for the same like selling subsidized @ giving offers and other promotions.
These responses so far had seen profitability@ttmpany increase unbelievably for example
2008 financial report showed an EBDIT increase of% excluding Forex loss despite
competitors like Zain Kenya Ltd making a USD 7ibitl loss in the same period.
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The interviewees were asked to elaborate on whétkaesponse strategies Safaricom Company
limited had chosen to react to competition havenbseccessful. All the interviewees
unanimously agreed that to a very great extent,streegies have been very successful. For
instance, the interviewees related the succedsegbtoducts Safaricom has been offering in the
market to the aggressive advertising and the chofcbrand names for their products. The
marketing strategies that the company has adopteespond to challenges of competition have

therefore been realized in increased sales andigmafitability of the company.

The interviewees also cited the success of theoresgpstrategies chosen by the company to the
introduction of off peak tariffs that encourage pkeoto make more calls when they are relaxed
and having a good time at home on whenever theyCtreer strategies that have contributed to
the success of the company have included the mttaxh of different calling rates targeted for
different customers with different calling needaféicom has also introduced SMS crazy and
Bonga points that have seen the company perforrbieiger than other competitors. The
company has also formed partnerships with otheitutiens for the delivery of their services,
for example Mkesho thus managing to keep the customt bay with their superior automated

product delivery (such as their payments systemg¢mtiifferentiates them.

The data findings showed that Safaricom has openede retail shops countrywide and

currently have countrywide dealer network to hardiribution and selling of its services and
products, making strategic alliance in its quest $ervice delivery like through strategic

alliances (Jamii Telecoms Limited; JTL) and deldierstrategy of targeted acquisitions (One
Com Ltd) Safaricom has put the necessary structiagsrg down of data cables) in place to
achieve unmatched data proposition.
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The interviewees were in accord that the importarideng term planning on strategic responses
to increase the competitive advantage for the coryipduture was to enhance assessment of the
relevant groups such as customers, competitorssucoers, suppliers, creditors and the
government or political climate so as to align gtmtegy with current environment. To the
guestion on the type of strategic responses to dh@nges in the company's external
environment, the interviewees intimated that sgiateesponses were both proactive and reactive

to the changes in the company’s external envirottmen

The interviewees were in accord that the adoptioth@ response strategies to external changes
were of value to the firm citing that Safaricom lahsays taken the lead by reducing the costs of
making calls to a minimum in the market which hasutted in the company having a large
clientele base. The reactions have also been see launch of more innovative products like
one network across East Africa. An example is thenth of kama kawaida service a
Safaricom subscriber can use the same sim-care@imyd Uganda, Tanzania, and Rwanda. This
has led to the subscribers using one sim-card sithesEast African region. Safaricom has also
formed partnership with some of the mobile telecamivation providers in those countries to
enable Safaricom subscribers to roam around therragsing top-up cards from those mobile
service providers and calling at the same ratet liks home. Other products launched have
included M-Pesa (mobile banking) and Sambaza (t@ppip another person’s phone). The
marketing strategies and especially promotionataties have been so vicious which has
resulted in success in the company customer atiQuisendeavor. They also said that the
company has also increased their coverage andted/&s modern equipment to make their

services better which give the company a competanvantage over its rivals.

26



On what else Safaricom Limited should do to staypgetitive, the interviewees indicated that so
as to develop a competent staff to match thosbesf tompetitors the company should provide
diverse world-class challenging career opportusiibg developing, recognizing and rewarding
performance. Due to global financial crisis, théemiewees recommended that the company
should cut down its human resources in its bramstiwork as a strategic response to reduce
salary expenses. The interviewees further saidginae superior service delivery is critical for

Safaricom competitiveness, hence internally, themgany’s business segments should work
closely together in ensuring that there is an ieffit customer service. The interviewees also
recommended that the company should be involveshone corporate social responsibility to

give back to the society through their corporataaaesponsibility policy which is one way of

increasing its influence on the lives of Kenyand #rus enhancing customer loyalty.
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CHAPTER FIVE: SUMMARY, CONCLUSIONS AND RECOMMENDATI ONS

5.1 Introduction

This chapter presented the summary of key datanysgd conclusion drawn from the findings
highlighted and recommendation made there-to. Tdreclasions and recommendations were
drawn are in quest of addressing the research iqonest achieving at the research objective

which is the strategies used by Safaricom in regpgnto the competitive environment.

5.2 Summary of Findings

The study found that the operation environmenthin telecommunication industry in Kenya is
very dynamic with distinct technological changegraasing need to maintain high quality
services due to increased customer demand, chategagenvironment such as the regulatory
guidelines, increasing inflation rate and new emiainto the telecommunications industry
offering low cost voice calls. All these have posewhjor competition challenges to the

operations of Safaricom Limited.

The researcher also found that the changes thgthéwee experienced in their department in

regard to the strategies employed to increase dhgetitiveness of the company were such as
differentiating the main products from those oftelyy competitors, for instance voice calls and

data calls and massive promotional campaigns wiashled to increased costs. The challenges
in the external environment that affect the operatiof the organisation were such as global
financial crisis, competition from firms within théelecommunication industry, political

instability, low technological advancements andstegtion from the regulator (CCK).
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The changes that have taken place due to polticakte were low cash flows, entry of many
competitors due to liberalization of the econonggulation and receptive attitude of potential
customers. The study further found that the sofaators that have affected the business
operations at Safaricom were increasing demand frostomers for quality, shift in customer
loyalty and cultural influences on customer neadgulation and policies. To counter these
factors, Safaricom has reacted by introducing lostchandsets so as to make it easy for

customers to subscribe.

The study also established that technology hachtadeat Safaricom in areas like Management
Information System (MIS); Wimax and fibre for daervices and mobile banking system. To
cope with the technological challenges, the stiatethat have been put in place to achieve the
required performance were such as the introduatfothe 3G network that transfers data at a
very high speed which was geared towards the cotigoefrom land-line and CDMA offered by
Telkom wireless. The company also formed alliang#l other financial institutions like banks
to introduce mobile banking through M-Pesa serviaggsoduced multimedia messaging, video
calling services, internal messaging system andyéagway, automatic call distribution system

and automated query handling.

On the method used to communicate any strategponse and how they are implemented at
Safaricom, the study found that communication dai$@m was through internal messaging
system, fax gateway and internal memos. Thesenapéemented by the senior management

setting out the strategy and involving all emplayaethe implementation process.

The study further established that the responséisetcompetitive environment that have led to

fruitful results were strong financial strategiegpération cost reduction), innovation (product,
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technology) and invention (new product and techgiol) strategies and research and
development ventures aimed at developing the retegastomer knowledge. The study also
revealed that investment in technology strategielslgd fruitful results. They also indicated that
Safaricom has adopted cutting edge innovation &adge, crafted specifically to address all the
existing and potential customer communication naedin data services, broadband modem and
3G router. The company also continues to introquoelucts and services like payment of bills
though M-Pesa and engage in heavy advertisemenprandotions. These responses so far had

seen profitability of the company increase unbeligy.

The study also revealed that the response strat&gitaricom Company limited had chosen to
react to competition have been very successful asdhe success of the products Safaricom has
been offering in the market to the aggressive dbneg and the choice of brand names for their
products. The marketing strategies that the compesyadopted to respond to challenges of
competition have therefore been realized in in@éasales and sound profitability of the
company. Other strategies that have contributethéosuccess of the company included the
introduction of different calling rates targeted foifferent customers with different calling
needs. Safaricom has also introduced SMS crazyBanda points that have seen the company
performing better than other competitors. The camd@as also formed partnerships with other
institutions for the delivery of their servicesr fexample Mkesho thus managing to keep the
competitors at bay with their superior automateddpct delivery (such as their payments

system) which differentiates them.

The study also established that the importancemg term planning on strategic responses to
increase the competitive advantage for the comgalwure was to enhance assessment of the
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relevant groups such as customers, competitorssucoers, suppliers, creditors and the
government or political climate so as to align #tmtegy with current environment. To the
guestion on the type of strategic responses to dh@nges in the company's external
environment, the study found that strategic respensere both proactive and reactive to the

changes in the company’s external environment.

The study further established that the adoptiorthef response strategies to external changes
were of value to the firm in that Safaricom hasate/taken the lead by reducing the costs of
making calls to a minimum in the market which hasutted in the company having a large
clientele base. The reactions have also been seye launch of more innovative products like
one network across East Africa. An example is thenth of kama kawaida service a
Safaricom subscriber can use the same sim-care@myd Uganda, Tanzania, and Rwanda. This
has led to the subscribers using one sim-card sithesEast African region. Safaricom has also
formed partnership with some of the mobile telecamivation providers in those countries to
enable Safaricom subscribers to roam around therragsing top-up cards from those mobile
service providers and calling at the same ratet liks home. Other products launched have
included M-Pesa (mobile banking) and Sambaza (t@ppip another person’s phone). The
marketing strategies and especially promotionataties have been so vicious which has
resulted in success in the company customer atiQuisendeavor. The company has also
increased their coverage and invested in moderipegunt to make their services better which

give the company a competitive advantage ovenigds:.
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5.2 Conclusions

In the modern world of stiff competition, Safaricdras been able to keep pace with the rivalry
in the telecommunication scenario by adopting weisesponse strategies. From the study
findings, the researcher concludes that the chgdiein the external environment that affect the
operations of the organisation were such as gliahcial crisis, competition from firms within
the telecommunication industry, political instalyili low technological advancements and

registration from the regulator (CCK).

The study also concludes that the responses t@dhwetitive environment that have led to
fruitful results were strong financial strategiegpération cost reduction), innovation (product,
technology), invention (new product and technolaljistrategies, research and development
ventures and investment in technology strategielslgd fruitful results seeing profitability of the
company increase unbelievably. Strategic respcadasted by Safaricom are both proactive and

reactive to the changes in the company’s extermat@nment.

The study further concludes that Safaricom has ydwaken the lead by reducing the costs of
making calls to a minimum in the market which hasuited in the company having a large
clientele base. The reactions have also been see launch of more innovative products like
one network across East Africa. M-Pesa (mobile my)kand Sambaza (topping up another
person’s phone). The marketing strategies and &dlyepromotional strategies have been so

vicious which has resulted in success in the compastomer acquisition endeavor.
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5.3 Recommendations

From the discussions and conclusions in this clnafite study recommends that although there
Safaricom has been successful in neutralizing lladlenges brought about by competition in the
Telecommunication industry, Safaricom should engagaore cost reduction as a response to
its competitors’ strategies whose products andices\are much cheaper. While the introduction
of ‘Masaa ya Kubamba’ was directed towards the segmse, a lot need to be done especially in

its data services.

Besides providing its services and products at foegesst (cost advantage), Safaricom should
deliver benefits that exceed those of competinglpets (differentiation advantage) to gain a
competitive advantage over other firms. The stugyher recommends that Safaricom should
heavily advertise itself in other countries andedsify in other countries that not in East Africa
in order to take advantage of economic liberation®many countries as a result of globalization.
They should undertake appropriate, persuasive asthised advertisement, marketing and
campaigns on products and services so as to chiaegegative perception on industry, increase
its market share and customer preference. Thisdvimgrease its customer base and compete

even more with Zain Kenya which is currently inAffican countries.

The study also recommends that the company shegldiit workers who have the necessary
knowledge and competencies in the business to naaimn the induction and training costs.
The staff should also be remunerated fairly andeh@etter work condition and terms to ward-off

staff poaching by competitors.
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5.4 Limitations of the Study

Being that this was a case study on one companydbee gathered might differ from strategic
responses that other companies in the Telecomntioncendustry have adopted to match the
competitive environment. This is because differeatnpanies adopt different strategies that
differentiate them from their competitors. The stimbwever, constructed an effective research
instrument that sought to elicit general and spedaiformation on the strategic responses that

companies adopt to match the competitive environmen

The study faced both time and financial limitatiod$e duration that the study was to be
conducted was limited hence exhaustive and extsew@nprehensive research could not be
carried on strategic responses to competitive enment. Due to limited finances the study
could not be carried out on the other branchesadri®om. The study, however, minimized
these by conducting the interview at the compahgadquarter since it is where strategies are

made and rolled out to other branches that operatbie blue print.

5.5 Recommendations for Further Research

The study recommends that further research shoeldidne on the other companies in the
Telecommunication industry so as to get comprekensformation on how the other players in

the industry have responded to the challenges gmsedmpetitive environment.

The study further recommends that further reseafobuld be done to evaluate how the
indigenous companies have responded to the competiivironment based on what acclaimed

scholars have postulated as the best strategionsep framework.
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More research needs to be done to determine wfeadt éhe increased promotional campaigns
have had on the performance of the company. Théribation of marketing strategy to the
overall performance of Safaricom should be explofetbther area that needs further research is
whether the new and innovative products Safaricemintroducing into the market are
sustainable in the near future. With the increasiogpetition, more studies should be done to

find out if the products Safaricom is offering wié sustainable in the future.
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APPENDICES
Appendix I: Introduction Letter
August 2010
The Head of Human Resource Department
Safaricom Ltd
P.O Box
Nairobi.
Dear Sir/Madam,
RE: REQUEST TO COLLECT DATA FOR MBA RESEARCH PROJEC T

| am a student at the University of Nairobi purguia Masters of Business Administration

program.

Pursuant to the pre-requisite course work, | wolikeé to conduct a research project on
Safaricom strategies in responding to the competiéinvironment. The focus of my research
will be the Safaricom Limited and will involve uséinterview guides administered to members

of the management team.

| kindly seek your authority to conduct the resbaat Safaricom Ltd through interview guides
and use of relevant documents. | have enclosedtesductory letter from the University. Your

assistance is highly valued. Thank you in advance.

Yours faithfully,

CATHERINE W. IRUNGU
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Appendix II: Interview Guide
SECTION A: DEMOGRAPHIC QUESTIONS
1. Position held in the organization ................cocoiiiiiiiicii e
2. Department.........ccooeiiiiiiiiiiinnnnn.
3. What is your highest level of education? ..................cooieniieee
4. Duration the organization (Year(s))? ....c.ocovivviiiniinnnnn.
SECTION B: STRATEGIES IN FACING THE COMPETITIVE ENV IRONMENT
5. In your opinion, how would you describe the opematenvironment in the
telecommunication industry in Kenya?
6. What are the changes you have experienced in yepartiment in regard to the strategies
employed to increase the competitiveness of yoorpamy?
7. What are the challenges in the external environrieitaffect the operations of the
organisation?
8. Indicate any changes that have taken place inipolustry due to political climate?
9. What social factors have affected your businessatipas? Indicate briefly.
10. Briefly indicate the areas in which technology keleen toll?
11.To respond to the above technological challengésat strategies have been put in place
to achieve the required performance?
12.What method is used to communicate any strategsporesse and how they are
implemented at Safaricom?
13.Which responses to the competitive environmentddeuitful results? Indicate why.

14. Are the strategies Safaricom uses to react to cotigpesuccessful? Explain.
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15.What is your view on the importance of long terranpling on strategic responses to
increase the competitive advantage for your comgdnyure?

16.Do you consider the various response strategigstaddy Safaricom to be proactive or
reactive to the changes in the external environfhent

17.In your own opinion, is adoption of the respongatsgies to external changes of any
value to the firm? Briefly explain.

18. What else do you think Safaricom Limited should@stay competitive?

THANK YOU!!
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