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ABSTRACT

The purpose of this study was to identify firm stgy and key success factors in the
tourism industry in Kenya. Private tour companiesér been tasked to develop the
sector, which has been identified as a potentia d@hat will contribute in helping the
economy to a rate of 10%. The funds generated Wwadl/be used to invest in the people
of Kenya as highlighted in the vision 2030 handhobike objective of the study was to
determine if strategy exists in the sector and hbe various strategies have been
matched to the various competitive factors to enbhaa sustainable competitive
advantage. The study covered 30 tour and travakfin the tourism private sector. The
research design was in form of a descriptive surmrgnded to identify the key success
factors and strategies employed by private toundiin Kenya and to establish whether
they base their strategies on the key successréaclde researcher used primary
sources of data since the objective was to deterrfistrategy exists in the sector and
how strategy has been matched to the various catmpetactors in order to get a
sustainable competitive advantage. The data wdsctetl using questionnaires; it was
then coded and tabulated to facilitate statistiaablysis using SPSS. Descriptive
statistics was used to transform the data colleated standard form for relative
comparison. The study found out that the key swscdastors that were important in
influencing strategy were marketing, technology aedvice quality. Strategy alliances
and human resource were also important and weteedasecond to the first pair of
factors. The findings of the study were found tacbasistent with other previous studies
on the subject of industry key success factors.



CHAPTER ONE

INTRODUCTION

1.1 Background of the Study

This paper aims to identify the key success fagtotise tourism industry in Kenya and the
strategies used to build on these factors so esrtipete better with each other regionally
and internationally to develop the economy of Kenyhe paper will explore the key

success factors and how they have been relatetrategy. Despite the development
registered under the economic recovery strategwéaith and employment creation (ERS)
the country continues to face constraints includpgor infrastructure, inadequate
institutions reforms and inefficiency in productiahfirm and household levels. Upon the
expiry of ERS Kenya embarked on a plan known asyKefsion 2030. The plan aims to

transform Kenya into "a newly- industrializing middncome country providing a high

quality of life to its citizen in a clear and seew@nvironment."

The vision's economic pillar aims to achieve arrage economic growth rate of 10% per
annum and sustaining the same till 2030. To achibeeabove some sectors of the
economy were identified as potential areas whexedbources to steer the economy to the
target set would be got. They included; agriculttwarism, wholesale and retail, financial
services, business process outsourcing and tradepaper thus is written at this particular
time to analyze the strategies and key successr$ado critic the tourism sector and offer
recommendations and that can be adopted to devk®pgourism sector to meet the
expected returns which will be invested in the pegb Kenya as highlighted in the Kenya

vision 2030 handbook.



1.1.1 Concept of strategy

Strategy is a much used and abused word and mééererd things to different people
and organizations. Like many other concepts infiblel of management, there is no
agreed all other embracing definition of strate§irategy is an elusive and somewhat
abstract concept (Ansoff, 1984). This means it =iasof pattern of moves and
approaches derived by management to produce stidaaggmnization performance. To be
strategic implies foresight, a holistic view andwerderstanding of how to define objectives
and achieve them. Thus, a company's strategyaballt how management intends to grow
the business, how it will build a loyal clienteledaoutcome rivals, how each functional
piece of business (research and development, pgrodusales and marketing, distribution
and human resources) will be operated. The besiatwils of a company's strategy are its
actions in the marketplace and the statements mabisenanagers about the company's
currents business approaches, future plans, andsetb strengthen its competitiveness

(Thompson, Strickland and Gamble, 2007).

Mintzberg (1984) defined strategy as a plan, a playpattern, a position and a
perspective. Strategy as a plan is some form ofaounsly intended course of action
which is created ahead of the event it governat&jy as a ploy is a maneuver to outwit an
opponent. Strategy as a pattern is a pattern thatges from a stream of actions. Strategy
as a position is about positioning the organizationorder to achieve or maintain a

sustainable competitive advantage.



1.1.2. Industry Key Success Factor

An industry's key success factors (KSFs) are tloogepetitive factors that most affect
industry members ability to prosper in the market@. The particular strategy elements,
product attributes, resources, competencies, cotiveetcapabiliies and market
achievements that spell the difference betweemgtcompetitor and weak competitor and
sometimes between profit and loss (Thompson, $nckand Gamble, 2007).

Key success factors by their very nature are soirtapt to future competitive success that
all the firms in the industry must pay close aitmtto them or risk becoming
uncompetitive. Identifying key success factors,light of prevailing and anticipated
industry and competitive condition is always a fmmority analytical strategy making
consideration. Company strategists need to undetsthe industry landscape well
enough to separate factors most important to cativeesuccess from those that are less
important. Correctly diagnosing the industry's KSfasse the company chances of
crafting a sound strategy. The goals of comparategjists should be to design a strategy
aimed at stacking up well on all future key sucdassors and trying to be distinctively

better than rivals (Thompson, Strickland and Ganie7)

By identifying KSFs managers are able to envisibe tdeal strategy for building

competitive edge in the industry. Key success factwe therefore an integral part of a
company strategy. A company with perceptive undadshg of industry success factors can
gain sustainable competitive advantage by devatsngnergies to being distinctively better

than rivals at succeeding in these factors (Thom@Swickland 19953-



1.1.3. Tourism Industry in Kenya

The tourism sector has managed to hold on to thesgaf 2011 despite fears of a
downward trend due to the concluded elections. tdta arrivals of 2012 declined with a
slight margins standing at 1,780,769 compared 7851382 for 2011 (0.3%). Estimated
receipts from tourism in 2012 at Kshs 96.02billian1.92% drop from Kshs 97.90billion
realized in 2011. Arrivals at JKIA Nairobi grew Hy7% while Moi international airport

Mombasa declined with 20% Europe is the main somraeket for Kenya with a share of
43%, followed by Africa at 24%, the Americas at 1386ia at 12%, Middle East at 5%
and Oceania at 3%. A decline has been noted imuh#er of visitors from sources like
UK, ltaly and Germany. The sharp decline of 14.624hie number of visitors from Italy

was occasioned by the economic downturn in the Eore and the uncertainty of the
elections while the 2012 London Olympics restridtegl number of visitors from UK. In the

categories of regional emerging markets, Ugand&esya's biggest market. Uganda
recorded a 30% growth while Tanzania and SouthcAfrecorded a decline of 30% and
6% respectively. China and the Middle East grevl® and 92%. Holiday remained the
major purpose of traveling to Kenya accounting@#o of all arrivals. Business arrivals

stood at 8% with conference arrivals taking 3%.

The tourism private sector industry in Kenya haslitronally had seven active private
sector bodies representing the association of aperators, hotel keepers and caterers,
travel agents, air operators, budget hotels, Momlzasl Coast tourism and the eco-
tourism society of Kenya. The above bodies formkrya Tourism Federation which is the

umbrella body representing the private sectors.mbmbers of the federation are ; Kenya



Association of Air Operators , Kenya AssociationTehvel Agents , Eco-Tourism Society
of Kenya , Mombasa and Coast Tourism Associatioany@ Association of Hotel

Keepers and Caterers and Kenya Association of Toperators. The federation has
highlighted one hundred and sixteen (116) compaasethe top tour and travel firms that

are guaranteed to make holidays to be fun, advarguand exciting.

The key tourism products are; the coast produds: iticludes coastal beaches such as
South Coast, North Coast, Malindi, Lamu. MarinekBawater sports such, as diving, jet
skiing. The Safari product: includes wildlife parkgemium parks such as Masai Mara,
Amboseli, Nakuru. Wilderness parks like Tsavo, MeBamburu. Sanctuaries such as
Nairobi safari park. Scinarios like Hells gate, rf8ba Hills. Niche products: eco-tourism,
sports tourism, cultural tourism and lake tourisBonference and business Tourism
products: located in Nairobi and includes businesgments and conference segment
such as KICC and Bomas of Kenya. The tourism inglust Kenya is under- developed.
The challenges slowing down the rate of growthhef $ector must be addressed in order
to increase the attractiveness of the industry. Thallenges include; poor state of
security, political instability, cross boarder fiefing of small arms, wildlife poaching and

travel advisory to Kenya.

1.2 Resear ch Problem
An industry's key success factors (KSFs) are tluogepetitive factors that most affect
industry members ability to prosper in the markat@. Key success factors by their very

nature are important to future competitive sucdbas all firms in the industry must pay



attention to them. This means how well a compapysiuct offering, resources, and
capabilities measure up against an industry's K&fermines just how financially and
competitively successful that company will be. Aisd strategy incorporates the intent to
stack up well on all of the industry's key sucdassors and trying to be distinctively better
than rivals in one (or possibly two) of the KSFsh¢mpson Strickland and Gamble,

2007).

The private firms in the tourism industry have beasked to develop the sector, the
tourism sector has been identified as "under-d@eslb and more potential can be
realized from tourism. At large the sector has beentified as a potential area that will
help grow the economy to a rate of 10% as the fgederated here will be used to invest in
the people of Kenya in areas such as health, hgusihucation, water etc. The sector
players are now trying to come up with strategesntake them more competitive and
have realized one method of being competitive vergging their strategies on the key
success factors.

Kariuki (2007) in his survey of KSFs on firms inethnsurance sector found the key
success factors in areas such as core competemumgeting strategies, product
attributes, company resources and marketing posigo Thus, the insurance companies
based their strategies on the above factors. M@0@6) in his study on KSFs in the
Banking industry found the KSFs to be use of tetdmg the banks business location,
product ranges, corporate governance, cost of ceeramnd service delivery. Thus, the
banks based their strategies on the above compdtittors. Mbugua (2005) in his study on

KSFs in the Petroleum industry found KSFs relatetethnical skills, KSFs in the area of



human resources, location, customer focus, goverhpwicy and monopoly to be most
favorable thus the strategies were based uponbibveacompetitive factors. However few
studies have been done to investigate the KSHeeitourism industry in Kenya. Through
identification of this research gap, this studyréiere seeks to reduce the existing gap
and wants to determine the KSF's in the industiy establish the strategies adopted by

the firms to take advantage of the competitiveoiact

From the above three previous studies the reseatenels to explore the tourism
industry in light of the below questions;
1 What KSFs characterize the tourism industry in Keény

2. Do firms in the tourism industry base their straegn the industry's KSFs?

1.3 Objective of the study
The study had two objectives:

I.  To determine if strategy exists in the sectors

ii. How strategy has been matched to the various kegess factors (competitive

factors.)

1.4 Value of the study

The study will benefit stakeholders in sectors loé conomy like the tourism and

hospitality industries. It will be important to t® who intend to adopt key success
factors to improve their business. It will aid mgaes and owners of firms in determining

key success factors in the industry. With the krealge of KSF managers will be in a

position to craft their strategies as per the cditigefactors explained in this study.



The study will be of value to Academicians who Wil able to use this study as a point of
reference and also help them to develop topicalessin the areas of strategic
management and tourism in general. It can be cerexidas a contribution to the KSFs
theory as it will be one of the few papers analyzime tourism industry. It is important to
note that few studies have been conducted in tidsisiry both in the country and
internationally. Understanding the keys successofadn the tourism industry will be
critical to senior management of the firms andgbeernment at large in terms of strategic

planning processes and also in the regulationeo$dator.



CHAPTER TWO
LITERATURE REVIEW

21. Introduction

Literature review is a systematic process of ideation, location and analysis of
documents containing information related to theeaiesh problem under investigation. In
this chapter, an overview is made of the scholeoiytribution in the area of firm strategy
and industry key success factors. It also bringse perspective various theoretical
models developed by different scholars to providbaakdrop for the arguments and

counter arguments that inform the theories dritimg research.

2.2. Theoretical foundation
The theories that will help us understand the tapgarly are the competitive advantage

theory and the resources based theory.

2.2.1. Competitive Advantage Theory

One of the characteristics of strategic managermedtdecisions is that they are normally
about trying to achieve some advantage for thenizghon over competition. To be
successful, a company must do better than its ciitonseof satisfying target consumers. A
competitive advantage is an advantage over corapetgained by offering consumers
greater value, either by means of lower pricesyoptoviding greater benefits and service
that justify high prices (Barney, 1991). Therefosastainable competitive advantage is
about developing this advantage over competitodsbemng able to sustain that position of

doing better than them. Therefore, the companyédegiies must be geared to the needs



of the consumers and also to the strategies of etitags, hi this way, strategic decisions
are sometimes conceived as the search for effqmbis#ioning in relation to competitors so
as to achieve advantage. The first step in aclgegompetitive advantage is competitor
analysis and the second step is coming up with etitiye strategies based on the analysis
(Kotler and Armstrong, 2002). Competitor analyssthe process of identifying key
competitors; assessing their objectives, strategstsengths and weaknesses, and
reaction patterns and selecting which competitotack or avoid.

Competitive strategies are strategies that strorgbgition the company against

competitors' and that give the company the strdrngessible strategic advantage.

Figure 2.1: Step Analysis Competitors

Identifying the -------- Assessing competitd Selecting whic
company's competito( » objectives, strategiq competitors to attacér
strength & weakness avoid

Source: Kotler P. and Armstrong, G (2002) Pringémarketing 9 edition pg 682

In identifying their firm's current and potentiabrapetitors, executives consider several
important variables. The first variable is "How fioms define the scope of their
market?" the more similar the definition of firmiee more likely the firms will view each
other as competitors. The second variable is "Hiomias are the benefits the consumer
derive from the products and services that othendioffer?" The more similar the
benefits of the products or services, the higherlével of substitutability between them
(thus increasing competition). The third varialdédow committed are other firms to the

industry?"
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This question is the most important because itshigtt on the long term intentions and
goals. To size up the commitment of potential camgs to the industry, reliable
intelligence data are needed which may relate terg@l resources commitments
(Pearce and Robinson, 2005). Some of the commotakas made by organizations in
identifying competitors include overemphasizingreat and known competitors while
giving inadequate attention to potential entraot®remphasizing large competitors while
ignoring small competitors, overlooking potentiadernational competitors; assuming that
competitors will continue to behave in the same whagy have behave in the past;
misreading signals that may indicate a shift infdeis of competitors or a refinement of
their present strategies or tactics; overemphagiaompetitors; financial resources, market
position and strategies while ignoring their intidnhg) assets, such as top - management
team; assuming that all the industry are subjetihéosame constraints or are open to the
same opportunities; and believing that the purpols¢he strategy is to outsmart the

competition, rather than to satisfy customer needsexpectations.

Competitive advantage is, in very basic words, aitjpm a firm occupies against its
competitors. The primary factors of competitive atbage are innovation, reputation and
relationships. Competitive advantage occurs whearganization acquires or develops an
attribute or combination of attributes that alloivéo outperform its competitors. Many
competitive advantage types are unsustainablepmpetitors will eventually attempt to
replicate, what the first company has succeedediaimg. However, a sustainable
competitive advantage is possible when other comparannot duplicate what the one

holding the advantage has been able to do (P2ae4,).
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2.2.2. Resour ces Based theory

It was firstly coined by Birger Wernefelt in 198%tadvance the idea that strategy of a firm
is a function of the complement of the resourcdd. ighe essence of the resources based
model is that competitive advantage is created whsaurces that are owned exclusively
by the firm are applied to developing unique corapeies. Companies are different
collection of resources (tangible and intangiblgets capabilities). No two companies are

alike in terms of the resources they hold.

Many managers and writers have adopted a new pgksp®n understanding the firm's

success based on how the firm uses its internaliress; i.e. the resources based view
(RBV) of the firm (Pearce and Robinson, 2005). Efich develops competencies from

these resources and, when developed especially they become the source of the
firm's competitive advantage. These are the keg competencies that not only enable the
creation of new products and services, but alspdhe skills that enable a business to deliver
a fundamental customer benefit (i.e. What is itt tbauses customers to choose one

product over another, and even be willing to payatror this product?).

The resources based view has set forth some goégelihat help determine what
constitutes a valuable asset, capability of conmoeteare that it should be scarce because
when a firm possess a resources and few, if angrettho, and it is central to fulfilling
customers needs, then it becomes a distinctive etenpe for the firm. Second is
avoiding imitability from competitors, for exampléhrough patent or registered

trademarks. The third & fourth quality is a propiigy and durability, which view as

12



continued innovation to ensure durability in theefaof changing environment (i.e. the
slower a resource depreciates, the more valuahb$. iFinally, it should be sustainable
(without cheaper alternatives). Core competencesldithange in response to changes in
the company's environment; be flexible and evolveraime (Pearce and Robinson,

2005).

2.3. Firm Strategy

Porter (1996), a firm's refer to how a company cetep in a particular business. Firm
strategy is concerned with how a company can gampetitive advantage through

distinctive ways of competing. After conducting amalysis of the internal and external
environment, a firm will then move to selectingteategy. Porter (1991) stipulates that a
firm can achieve a higher level of performance aveival by adopting any of the three

strategies; (1) low cost leadership strategy, thasupplying an identical product or

service at a lower cost, (2) the differentiatioratslgy, that is by supplying a product or a
service that is unique in such a way that the costas willing to pay a premium cost that

exceeds the additional cost of differentiation(8),the focus strategy, the is, by striving to
have a special appeal to one or more groups ofiooers or industrial buyers, focusing on a

firms cost or differentiation.

13



Figure 2.2: Generic Strategies

Competitive advantage

Lower cost Differentiation
Competitive scope  Broad target  [Cost leadership Differentiation
Narrow target Source: Porter, M.E (20(|COSt focus Differentiation focus

Competitive Advantage pg. 12

Under the cost leadership, strategy the companksmoard to achieve the lowest cost. In
order to achieve and sustain a low cost positiofitna requires capabilities such as

having secured suppliers of scarce raw materiahgber a dominant market share

position and having a high degree of capitaliza(Pearce and Robinson, 1991). Only one
firm can be a cost leader in an industry and & ikithe only difference between a firm

and a competitor, the best strategies choice itoWeost leadership role (Malburg, 2000).

The success of this strategy is highly dependetosnbest the firm can tighten their cost
controls to ensure no leakage. The firm may hawessto raw materials or superior
proprietary technology, which helps lower cost. Lprices lead to higher demand and

therefore to a large market share.

Differentiation, which is the second generic stygfenvolves the company concentrating on
creating a highly differentiated product line andrketing programme so that to come across
as the class leader in the industry. Most custowerdd prefer to own this brand if the
price isn't too high. According to Porter (2004)e tfirm selects attributes that many
buyers in an industry perceive as important andjuely positions itself to meet those
needs. It's rewarded for its uniqueness with a prenprices.

The third kind of strategy is focus strategy. HarBrm targets a specific segment of the

14



market (porter 1980). Competition here can be basethnge, geographical area, or the
service line. This dimension isn't a separateesisaparse se but describes the scope over
which the company should compete based on costrigag or differentiation. The firm can
choose to compete in the mass market with a broggesor in a defined, focused market
segment with a narrow scope (Porter and Robins®81)1 In either case the basis of

competition will still either be cost leadershipdifferentiation.

Other forms of strategies can include the grandtesgiies. These kinds of strategies
provide basic direction for strategic actions. Tlajicate how long- term objectives can
be achieved. Different strategies will fit diffetesituations. These strategies include
Market development, product development, and cdretgan and innovation strategies.
Market development strategy consist of marketingsent products, often with only
cosmetic modification, to customers in related rear&reas by adding channels of
distribution or by changing the content of adventys or promotion (Pearce and
Robinson, 1991). It allows firms increase their kedrby identifying new users for
exiting products and services and new demograppggthologically, or geographically
defined market. The whole idea in this strateggeling present products in new markets
products development involves the substantial neadibn of existing products or the
creation of new but related products that can bekatad to current customers through

established channels. The idea is developing nedupts for present markets.

15



Concentrated growth strategy focuses on increasgnget share in existing markets. Here
firms direct its resources to the profitable growtfha single product, in a single market,
with a single dominant technology. Concentratiorynmaolve increasing the rate of use
of a product by current customers; attracting cditgge customers; and/or attracting non
users, new customers etc. the idea here behindstitaigegy is increasing use of present
products in present markets. Finally, the innovatgirategy involves creating a new
product life cycle and thereby making similar erigtproducts obsolete. Due to the high
bargaining power of buyers and the industries irckvirms operate, it has become evident
that, firms are expected to make periodic changdsirmprovements in the products they
offer in order to remain competitive. The aim hisre reap the high returns associated with

customer acceptance of a new or improved product.

2.4. Industry Key Success Factors

Thompson and Strickland (1995) defined an indsskgy success factors as those things
that mostly affect the ability of industry membéosprosper in the market place. They
refer to the particular strategy elements, prodatttibutes. Resources, competencies,
competitive capabilities and business outcomessipeit the difference between profit and
loss. Key success factors concern what every indogmber must be competent at doing
or concentrate on achieving in order to be conmipelyt and financially stable. Key success
factors are so important that all firms in the isttly must pay close attention as they are
prerequisites for industry success. Key successriabave a direct bearing on the company

profitability.

16



24.1 Marketing

Marketing is the process by which companies creattomer interest in products or
services. It generates the strategy that undesaéss techniques, business communication
and business development. It's an integrated pdbesugh which companies build strong
customer relationships and create value for thestarners and for themselves. Marketing is
used to identify the customer, to keep the custpaed to satisfy the customer (Kotler,
1991). Me Cathy and Perrault, (1993) noted thaketsng of tourism goods and services is
a unique and highly specialized branch of markefiing practice of advertising, promoting,
and selling products and services is in many waysrfore complex than the selling of
consumer packaged goods, automobiles, electramiosher forms of goods or services. The
environment in which product and services are ntatkés becoming more competitive,

making the task of marketing services increasiogbllenging and specialized.

2.4.2 Service Quality

Service quality can be seen as extent to which reiceemeets customer needs and
expectations (Lewis and Mitchell, 1990). Servicealgqy can thus be defined as the
difference between customer expectation of seamceperceived service. If expectations are
greater than performance, the perceived qualigsis than satisfactory and hence customer
dissatisfaction occurs. Service quality has beeagmized as having the potential to deliver
strategic benefits, such as improved customer treterrates, whilst also enhancing
operational efficiency and profitability (Cronin @B). Services, by definition are intangible
and easily duplicated. They can be divided inttvhi@ich or high-tech services. High-touch

services are mostly dependent on people in thecseprocess producing the service,
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whereas high use of automated systems, informé&icimology and other types resources

are regarded as high tech services (Gronroos, 2000)

243 Strategic Alliance

This is where two or more organizations share megsuand activities to pursue a strategy.
Through cooperation, the need to obtain materidls sknnovation,, finance or access to
markets may be readily available (Wortzel H.V andri2el, 1997).There are various forms
of strategic alliances such as licensing, franobissubcontracting, and joint ventures.
According to Shaw and Williams (2002), franchisiaga contractual agreement whereby a
firm allows another to sell products and providerises on its behalf for a certain fee. This
is also evident in the tourism industry. Licensmgvhere the right to manufacture a patented
product is granted for a fee. With subcontractiagzompany chooses to subcontract a
particular service or part of a process. For exampkreasingly in public service
responsibility for waste removal, information teology services may be subcontracted to
private companies (Schoels and Jhonson, 2004)¥eanture is a strategic alliance that
occurs when two or more organizations enter intemgorary partnership or consortium for
purpose of exploiting opportunities presented bghanged environment. Joint ventures

enhance partnering organization competitiveness.

2.4.4 Human Resour ces
Human resource management is the strategic andecthapproach to the management of
an organization's most valued asset-the people imgorihere who individually and

collectively contribute to the achievement of tHgeatives of the business (Armstrong,
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2006) The human resources management functiondiesla variety of activities, and key
among them is deciding what staffing needs you ke whether to use independent
contractors or hire employees to till these nesstspiting and training the best employees,
ensuring they are high performers, dealing withfgoerance issues, and ensuring your
personnel and management practices conform tougragulations. Activities also include
managing your approach to employee benefits andoepnsation, employee records and
personnel policies. However, they should alwaysienthat employees have and are aware
of personnel policies, which conform to currentutagons. These policies are often in the
form of employee manuals, which employees have $&ong, 2006). Human assets are
major key success factors in any industry. Humaetasare the core of any organization as

they create an organizations products and offeicger

2.4.5 Technology

Technology is made up of discoveries in sciencexjyct development and in machinery,
process, and automation and information technoldigglso includes a combination of
knowledge, information and ideas (Murugi, 2003)&ecadvances in technology have
created a surge in "technology based self servig@dbhollcar et al.2003).Such
developments are changing ways that services airmdsconsumers interact, and are raising
a host of research and practice issues relatinhbeiadelivery of E-service. E-service is
becoming increasingly important not only in detenimg the success or failure of electronic
commerce (Yang 2001), but also in providing conssméth a superior experience with
respect to the interactive flow of information. Vihee customer is in direct contact with the

technology there is greater control such as witerimet banking .However if there is an
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absence of direct contact, such as with internaiibg (since technology itself is not visible
to customers who are able only to press numbetbentelephone keypad) it is assumed
that there is less control perceived by the custaluogng this transaction. This installation
of customer friendly technology (such as menu drigatomated teller machine telephone
and internet banking services) as means of datigetiaditional financial services has
become common place in recent years as a way aftamang customer loyalty and

increasing market share.

2.5 Firm Strategy and Key Success Factors

Key success factors by their very nature are soitapt to future competitive success that
all firms in the industry must pay close attenttonthem or risk being uncompetitive.
Identifying key success factors in light of prewal and anticipated industry and
competitive conditions is always a top priority Btiaal strategy making consideration.
Company strategists need to understand the indiastdgcape well enough to separate the
factors most important to competitive success ftloose that are less important (Thompson,
Strickland and Gamble, 2007). Correctly diagnosimgindustry's key success factors raises
the company's chances of crafting sound stratdyy gbal of the company strategists should
be to design aimed at stacking up well on all futkey success factors and trying to be
distinctively better than rivals. By identifyingetkey success factors managers are able to
envision the ideal strategy for building a compatitedge in the industry. Key success
factors are therefore an integral part of compangtegy. A ‘company with perceptive
understanding of industry success factors' can gastainable competitive advantage by
devoting its energies to being distinctively bettean rivals at succeeding in these factors

(Thompson and Strickland, 1995)
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CHAPTER THREE
RESEARCH METHODOLOGY
31 Introduction
Research methodology describes the steps thatfoleyeed in conducting the study. At
this stage techniques of obtaining data are degdl@nd data will be collected to test
hypothesis. The steps which were used in collethieglata are described in detail; this will

help other researchers in understanding the sMdgénda and Mngenda, 2003)

3.2 Research Design

According to Donald and Pamela (1998) a study ameckwith whom, what, which and
how of a phenomenon is called a descriptive dedige.study aims at understanding what
are the perceived key success factors in the munslustry and if the companies have
leveraged their strategies based on the key suéaetss. According to Kothari (2004),
Research design is the arrangement condition®fiecton of data and analysis in a manner
that aims to combine relevance to the researchoparpith economy in procedure. Having
stated the above the research design was in the dbra descriptive survey intended to

establish key success factors employed by prigatecompanies.

3.3  Population of the study
The target population consisted of all the 116 gtevtour companies tasked with tourism
functions of which most are based in Nairobi and fecated in strategic parts of the

country. The companies have been recommended Ietiga Tourism Federation.
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3.4 Sample and Sample Design

A Sample size of thirty companies had been selefteah the list of one sixteen
companies. This researcher had adopted the Ilstsample frame. These companies are the
representatives of the population. The Kenya Tourfederation members (KTF) are
categorized into different group membership, teahotels, tour operators, restaurants and
entertainment, airlines, allied businesses, cotesraand institutions. Therefore, the

researcher's choice of stratified random sampliathod

3.5 Data Collection

The research used primary sources of data singabfaetive was to get the perceptions and
ideas of the companies on the key success fachorsstaategies to build on them. The
primary data was collected by drop and pick methmihg a questionnaire. The
guestionnaire was divided into two sections witke first section seeking background
information of the respondents and the second dagtihe area of the study. The
guestionnaire had both structured and unstructguedtions. The questionnaire had been
pretested to select a sample, which was simildneocactual sample, which the researcher
planned to use in the study. Procedures used $emiag the questionnaire were identical to
those which were used during the data collection.

The respondents were managing directors, traveduttamts and marketing managers plus
their equivalents. The researcher administered queestionnaire in each of the tour
companies. To improve on the response rate a fallpwvas done through phone calls

Cooper and Emory (1995) cite this approach as aolvelyproving on the response rate.
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3.6 Data Analysis

Once receiving back the questionnaires from theoredents, the data was thoroughly
checked to ensure completeness, consistency anchegcThe data was coded and tabulated
to facilitate data analysis. The researcher toechéximize the reliability and validity of the
data collected. For reliability and validity to s«in the data, the data collection technique
yielded information that was not only relevant lte tesearch hypotheses, but also correct.
Descriptive statistics was used to transform th&a da to standard form for relative
comparison. This enabled the researcher to meamigglescribe the distribution of scores

or measurements using few indices or statisticgévda and Mugenda 2003).
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CHAPTER FOUR

DATA ANALYSIS, INTERPRETATIONS AND DISCUSSIONS
4.1. Introduction

Table4.1: Positions held

Freguency Per cent
Human resource manager 6 20.0
Marketing manager 7 234
Travel agent 8 26.6
Tours & travel consultant 9 30.0
Total 30 100.0

20% of the respondents were Human resource man@d<% were marketing
managers; 26.6% of the respondents were traveltagen 30% were tours and travel
consultants. The respondents job position was itapgras this were the critical people

who held the relevant information about the firms ¢he industry in general.

4.2. General information

Table4.2: Number of yearsin positions

Frequency Per cent
Less than 5 years 7 23.3
5- 10 years 11 36.6
11- 15 years 8 26.7
16- 20 years 4 13.4
21- 25 years
Total 30 100.0
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23.3% of the respondents have worked in the prifates for less than 5 years; 36.6% of
the respondents had worked in the firms for betwed® years; 26.7% had worked in
the firms for between 11-15 years and 13.4% hadcke&edm the firm for between 16-20
years. No employee had worked in the firm more tR@ryears. The employees work
experience in the tour firms was important, becabeg had the history of the industry

and were aware of the key success factors andaith@ug strategies.

Table4.3: Gender of Respondents

Frequency Per cent
Male 17 56.7
Female 13 43.3
Total 30 100.0

According to the findings in the above table, thelg found that most of the respondents
were male as shown by 56.7% of the respondentse fdmale were shown by 43.3% of

the respondents.

Table 4.4: Age of respondents

Frequency Per cent
30 years and below 6 20.0
31 — 40 years 6 20.0
41- 50 years 9 30.0
51 years and above 9 30.0
Total 30 100.0

25



The respondents were also required to state theibeacket. According to the findings,

respondents who were 30 years and below were shoywR0% of the respondents.

Another 20% of the respondents were 31-40 year% 8Dthe respondents were 41-50

years while another 30% of respondents were atjge&rs and above.

4.3. Company information

Table 4.5: Strategies pursued by the companies

Valid Frequency Percent | Valid | Cumulative
Percent Percent

Concentrated growth &amp; market developmer1 3.3 3.3 -3.3

Differentiation 1 3.3 3.3 6.7

Differentiation 1 3.3 3.3 10.0

Differentiation & amp; product development 1 3.3 3.3 13.3

Differentiation focus & amp; innovations 1 16.7

Differentiation focus & amp; producl 3.3 3.3 20.0

development

Differentiation focus, concentrated growth &am 1 3.3 3.3 23.3

innovation

Differentiation focus, innovation &amp; market | 1 3.3 3.3 26.7

development

Differentiation, innovation & amp; produc¢?2 3.3 3.3 33.3

development

Differentiations, innovations 1 6.7 6.7 36.7
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Low cost 2 3.3 3.3 43.3
Low cost, differentiation 2 6-7 6.7 50.0
Low cost, innovation 6 6.7 6.7 70.0
Low cost, market development 3 20,0 20,0 80.0
Low cost, product Development 3 10.0 10.0 90.0
Low cost, innovation 1 10.0 10.0 93.3
Low cost, innovation &amp; market developmer 1 3.3 3.3 96.7
Low cost, market development 1 3.3 3.3 100.0
Total 30 100.0 100.0
Figure4.1: Strategies adopted

7%

O Low cost

24%

44%

0
15% 10%

B Differentiation

O Market development
O Product development
M Inovations

The study also sought to establish the strateged by the private tour firms. From the

study most of the respondents (44%) reported begt pursued a low- cost strategy, 24%
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of the respondents said that they pursued a diffateon strategy, 15% of the
respondents said market development was theiregyatl0% of the respondents
indicated they pursued product development strasegvhile the remaining 7% of the

respondents indicated that they based their stemtégsed on innovations.

Figure 4.2: Extent of importance of the KSFsin customer attraction

[ B Large extent
- 53%

-

4.4. Key success factorsin thetourism industry

H Notat all

Moderate extent

Table 4.6: Extent to which of the key success factors are important in attracting

customers
Factors Mean Standard deviation
Technology 3.9167 .79296
Service quality 3.7500 .75378
Marketing 4.3333 .65134
Human resource 2.5217 0.0173
Strategic alliance 3.5833 .79296

From the findings in the table, a five point Likestale was used to interpret the

respondents rating of extent to which the factogsewmportant in attracting customers.
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The factors that were rated as not important atvelle assigned 1 while those rated
extremely important were assigned 5. Within the tiooum are 2 for a little in

importance, 3 for moderately important and fourfery important.

In relation to this respondents rated the followmgrketing showed a mean of 4.3333,
technology showed a mean of 3.9167, service qugbtya mean of 3.7500, strategic
alliance got a mean of 3.5833 and lastly humanuresoshowed a mean of 2.5217.
Marketing being ranked as the most extremely ingrartfactor. The private tour firms
are marketing themselves online (e-marketing). films have also resorted to direct
marketing where there is a market team tasked eathing up with advertisements and
holiday promotions. Other marketing tools that tineyve embraced are used of posters,

magazines, brochures, rollups and flyers.

Technology being ranked very important has madethate firms to embrace the use
of software’s which ease the agents ticketing asgnvation process. The firms have a
range of computers displaying latest hardware dhiol telephones and printers. The
respondents ranked service quality as moderatepoitant. The areas they noted as
important aspect of service quality were securitgleanliness, consistency.

Communication, access and courtesy were equalittioreed by the respondents as what

service quality meant for the firms.

Strategic alliance was considered to be a littlpartant with companies having used

tools such as licensing and franchising in Eurdpee companies have partnerships with
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other firms in sub- Saharan Africa. The responderigaled that though they had
alliances with other companies the factor was meltling a lot of results and little impact
on the firm’s turnover. Human resource was consdes the least important factor. The
respondents revealed that the manpower was adggastelable all they do is hive and
afterwards train the employee on what ought to lb@ed In simpler terms, the

respondents revealed that manpower in the firmsalvaadant and that it is saturated.

4.5, Strategiesin thetourism industry

Table 4.7: Extent to which of the strategies have been related to the KSF

Factors Mean Standard deviation
Technology 3.833 1.19342

Service quality 3.6667 .65134

Marketing 3.9167 .79296

Human resource 3.1667 1.19342

Strategic alliance 3.5833 .79296

From the findings in the table, a five point Likestale was used to interpret the
respondents rating of extent to which their strg®fave been related to the key success
factors. According to the scale, the factors thatemated as not at all were awarded 1
while those rated as to a very great extent wer@ded 5. Within the continuum are 2
for to a little extent, 3 for to a moderate extantd 4 for a great extent. The weighted
mean was used to analyze the data. According toedearcher, those with a mean close
to 5 were considered to a very great extent whites¢ with a mean close to 1 were

awarded not at all.
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From the study marketing was related to strategg very great extent as shown by a
mean of 3.91671, technology as shown by a meare swoB.8333, service quality as

shown by a mean score of 3.6667, strategic alliascehown by a mean score of 3.5833
and lastly human resource being ranked least etatsttategy showing a means score of

3.1667.

4.6. Discussion of findings

The study revealed that private tour firms that exoéd technology gave customers a
user friendly atmosphere. Technology relevant twison made the firm able to keep with

growth and development, networking with clients afiaer firms was easy and the firms

were well informed of their environment. Marketimgas found to relate to strategy

through increasing the number of marketers, mediaty) e-marketing, availing

information on various products and positioningrtbrands against competitors.

The study also revealed that service quality wésted to strategy through introduction
of 24 hours help lines and information availabikltlythe information desks in the firms.
Managers for key product segment, use of technotogymprove service delivery and
understanding the need of every customer were sdrtiee areas where S.Q was out to
task. Human resource was found to relate to thedompanies strategies through hiring
of qualified personnel, continuous training progessl having a satisfying rewards and
benefit system. Strategic alliance was related ttategy by the firms exercising or
indulging in licensing with firms outside Kenya, dann joint ventures and sub-

contracting other firms to run their operationshnatcertain fee.
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CHAPTER FIVE

SUMMARY, CONCLUSIONSAND RECOMMENDATIONS
5.1 Introduction
This chapter focuses on the summary of finding&rom strategy and key success factors
in the tourism industry in Kenya, the conclusion tbke study by the researcher,
recommendations to mitigate some of the challengjestiations of the study and

recommendations for further research.

5.2 Summary of study findings

The objective of this study was to determine iatggy exists in the tourism sector and
how strategy has been matched to the various campeiactors. The study found out
that the key success factors that were importamfinencing strategy were marketing,
technology, service quality, strategic Alliance ataiman Resource Kariuki (2007) did a
similar study whose objective was to identify keycesess factors on firms in the
insurance sector in Kenya. The findings of (Kari@d07) identified competencies,
marketing, company resources, market positioning, @istomer care as the key factors

that must be considered for the business to beessfid.

On the respondents rating of extent to which sgsateatched to the competitive factors
the study found that respondents rated the follgwas matched to strategy to a very
great extent, marketing. Technology was rated tgremt extent as being related to
strategy. Service quality was rated to a moderatené As for Strategic Alliance and

Human Resource the researcher summaries themragdmpial and the respondents rated

them to a little extent. This information revealddt for each of the factor the tour
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companies had a related strategy or matched tinaiegy to build up on the factors.

5.3 Conclusion of the study

From the findings, the study found that key succiesdors that were found to be
important in the tourism industry in influencingategy were marketing, Technology and
Service Quality. Strategic Alliance and Human Reseuwwere also concluded to be
important but came in second after the first péiiactors. The study thus concludes that
key success factors in Tourism Industry in Kenyaemmarketing, technology, Service
Quality, Strategic Alliance and Human Resource, thgy were very important

considerations while crafting strategy.

The identification of industry key success factarsd firm strategies is considered
important as it creates a firms competitive advgetaSustainability of a firms

competitive advantage depends on how well the tngdl®y success factors have been
applied in strategic management of a firm (AnsdB4). The success factors must be
maintained for a significant amount of time eventlie presence of the competition.
Sustaining the industry key success factors needdet at the core of strategic

development. This ensures that a company is groamigmaking profits.

5.4 Limitations of the study
The study was faced by various limitations. Fitisg study focused on only private tours
and travel firms. This was due to limitations im& and other resources, which required

the scope to be narrow enough to be manageableeWowthis limited the richness of
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data since the respondents in the private firms matyhave information on the key
success factors and strategies applied by thoses fin the public sector. This may
therefore provide a limitation in generalizing thedings to other firms. However, this
limitation is lessened by the fact that all majomk have also interests in the public

sector and were represented in the study.

Another limitation was in data collection methodspleed. The researcher applied the
guestionnaire only as the data collection instrum@&nother data collection method such
as interview would have complemented the questioenBlowever, this limitation was

managed by making the questionnaire as compreheasiypossible and by having open

guestions in the questions in the questionnairenirtegprobe further.

5.5 Suggestion for further research

The study concentrated firm strategy and key sgctagors in the tourism industry in
Kenya and as such, the study cannot be generaiaeds the industries because other
industries have different key success factors tsgy to gain a sustainable competitive
advantage. This is because structures, systemguresyl processes, leadership,
capabilities, resources and objectives vary acnodgstries. This shows that there is a
gap thus need to do more research in other indsgtriorder to get a broader view of key

success factors that are used to sustain comgetitivantage.
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5.6 Recommendationsfor policy

First, the study recommends that private tour firmKenya should have a large network
coverage and not just limit themselves to Eastdrit#& This is an important factor that
tourists consider before making travel decisiondg #aerefore in order for a tour firm to
attract tourists and maintain them, there is needadver a large area. Second, the
findings of this study singled out marketing as thest important key success factor for
firms in crafting their strategies. Respondentessted that advertising and promotions
are paramount to a company’s well being becausesitlts to new customers, more
business with existing customers and fewer lostotner. The study recommends that in
order for private tour firms to stay competitiveeyhmust identify main key success
factors and relate their strategies to the fact@nsce this has done performance will

improve in terms of operations and profits.
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APPENDICES
APPENDIX |: INTRODUCTION LETTER

Horace O. Odenyo,
University of Nairobi,
P.O. Box 30197
Nairobi

Dear Sir/Madam,

RE: REQUEST TOFILL QUESTIONNAIRE FOR RESEARCH
PROPOSAL

| am a postgraduate student in the department sinBas Administration, university of
Nairobi. | am carrying out a research dfrim strategy and key success factors in the

tourism industry in Kenya.”

You are directly involved in the subject of thisudy, you have been chosen as a
participant. | kindly request you to respond toiedms in the attached questionnaire as
honestly as possible. | assure you that the infoamaprovided will be treated
confidentially and will be used for the purposeresearch only and will be read in the
libraries in a processed form that will not haveiwdual effect.

Thanks in advance.

Yours sincerely,

Horace O. Odenyo
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APPENDIX Il: QUESTIONNAIRE
The guestionnaire aim is to collect informationresponse by companies and agencies to
establish what are the key success factors in theeisim industry and whether they have
leveraged their strategy on industry key succes®ra All information will be treated

confidentially and used for academic only.

Part A: BACKGROUND INFORMATION

1 Name Of the COMPANY ......oiiiiiieee e oo e e e e e
2. Name of the respondent.............ooooiiiiiiiiiiiiiii e
3. Current position Neld............ccooiiiii oo
4. Number of years in current position..........cccceeeeeeeeeeeeieeeeeeeiiiiens
5. Please indicate your gender Male[ ] Fenpal]
6. Please indicate your age bracket

30 years and below [ ] 41-50 years [ ]

31-40 ears[ ] 51 years and above [ ]

PART B: COMPANY INFORMATION

7. State whether your firm is state owned, privatiomign owned

8.In your own words what strategy does your compamgye?
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9.Indicate the extent to which of the following fastdo you are important in attracting

customers

Rating

KSF Not A little in Moderately |Very Extremely |Comment
important ajflmportant  [Important |Important [Important
all 1 2 3 4 5

Technology

Service Quality

Marketing

Human resourc;

Strategic

10. To what extent have you related strategy tehvbf the following?

Rating

KSF Not A little in Moderately |Very Extremely |Comment
important at/Important  [Important 3|Important [Important
all1 2 4 5

Technology

Service Quality

Marketing

Human resourcs

Strategic
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11. For those KSFs that you have related to styategme the factor and give a brief

description of the strategy.

KSF Description

Technology

Service Quality

Marketing

Human resource

Strategic alliance

Thank you.
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APPENDIX II1: LIST OF PRIVATE TOURSFIRMS

Charleston Travel Limited
Travel Shopper

Visit Africa

Jatco Taxis

Gyro Travel Agency
Safari Camp Services
Sarova Whitesands
Hamerkip Safaris

Flight 540

Africa point

Nyali Beach Hotel

Habib Tours & Trael
Equatorial Travels
Maridadi Safaris

Elide Tours & Safaris
Chronicle Tours

Access the World
CaaAfric Travel Limited
Ketty Tours Travel & Safaris
African Tropical Safaris
Prime Time Safaris
Alliance Express Rwanda
Crane Travels & Tours Limited
Travel Network Limited
Premier destination Africa
Kairi Tours & Travel
Sunshade Safari Camps
Cruzeiro Safaris

Nordic Tours & Travel

Beige Tours & Travel
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