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ABSTRACT

The main objective of the study was to establighdhallenges of market penetration of general
insurance companies in Kenya. The study was infdrlnethe recent activities in the insurance
market that has seen firms being forced to seelomafexpansion without even saturating the
Kenya market. This is for reasons that all playerthe insurance industry are competing for the
limited insured population that is estimated aslédsan 4% (IRA, 2012). This means that the
insurance penetration levels in Kenya are very @mnce the intense competition from the few
players in a bid to capture the few insured custemén order to achieve the above, the study
adopted a cross sectional survey research desigm @f§icient way to obtain information needed
to describe opinion and views of insurance comEAmimctional and divisional managers on the
market penetration challenges. The target populatidghis was 10% of all 44 licensed insurance
companies in Kenya that were selected using simgpldom sampling. The collection of the
primary data a was done using structured questicesthat were pilot tested in order to ensure
that there was reliability as well as validity. Tbheding of the data was done with the use of
Microsoft Excel as well as SPSS in order to gemethe descriptive statistics for instance
frequencies and percentages. The presentatioreattults was in form of figures and tables as
well as cross tabulations. The findings on the wuation of the three strategies to enhance
market penetration in the Kenyan market revealed thost of the respondents were of the
opinion that Low cost leadership, differentiati@as, well as market focus strategies can enhance
market penetration of general insurance compaescerning the internal factors that make
insurance companies to enhance market penetratierstudy revealed that the majority of the
respondents, highly rated product differentiatienaa internal capability that enhances market
penetration. At the same time majority of the resfmts highly rated, pricing, customer service,
management expertise and human resources, clieninaaication, asymmetries, switching
costs as internal factors that influence marketepration for general insurance companies in
Kenya. With regards to the external factors thdtuemce market penetration for general
insurance companies in Kenya. The study findingeaked that the first mover advantage was
highly rated to be the highest influencer as famasket penetration is concerned. This is also
the case for government policy and regulation pressmarket conditions, as well as the
strategic alliances. The study recommends thaehdee insurance industry is indeed a growing
industry as far as acceptance is concerned. lieietore important for organizations to consider
adopting the three strategies in order to be ablenhance market penetration. The internal
organizational capabilities vary from organizattororganization, this therefore means that each
organization has an opportunity to acquire andetiwerenhance market penetration. The study
therefore recommends that general insurance coegpashould maximize on their internal
capabilities in order to enhance market penetrafitie external factors that contribute to market
penetration indeed play a vital role in the succeksny insurance companies. The study
therefore recommends that the government reguktisrwell as other external factors should be
aligned in a way that ensures that there is rooncdonpanies to explore means of enhancing
market penetration.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

The nature of competition in the Insurance industr)Kenya has generated various levels of
marketing strategies and applications in ordernifsaece market penetration. All players in the
insurance industry are competing for the limitesuired population that is estimated at less than
4% (IRA, 2012). This means that the insurance patieh levels in Kenya are very low hence

the intense competition from the few players iniditb capture the few insured customers. In
such an intense industry some insurance firms leeen forced to seek regional expansion

without even saturating the Kenya market (G.0O.K,20

Market penetration increases a firm’s profitabjlign one hand, and on the other it has also
increased the variability in net income becausearfous financial incentives. Therefore, the
managers of the insurance firms need to focus e@n itmportance of market penetration
techniques to increase their firms’ profitabilitjis notwithstanding the challenges of market

penetration (Afza and Alam, 2004).

In such scenario, it is very essential to studywaeous challenges facing insurance companies
with regards to market penetration in Kenya. Hahesuld be of interest to a marketer to learn

about consumer preferences with respect to insargnoducts; what schemes do consumers
prefer for what kind of services, which media tipgfer to learn about the schemes, whether
they prefer incentive immediately or at later dafeese are the questions which consumers
consider while choosing a brand. Similarly markgtmanagers in the industry also consider

such marketing strategies while designing theiesats (Rangsan & Titida, 2011).
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1.1.1 Challenges of Market Penetration

Solomon (2004) acknowledges that the insurancesinglis faced with a number of challenges,
among them we have the problem of market penetraitnbernationalization and globalization,
and this has therefore increased competition. thtiath other factors such as ageing populations
or the increasing opportunities in certain marketsexample in Brazil, Russia, India, China, and
Asia in general, has further complicated insuraectrepreneurship. It follows therefore that
insurance companies need to continuously innovespecially in terms of: creating new
products and services improving their competitigsniey use of advanced marketing strategies
and techniques, efficient distribution channels,wadl as heterogeneous alliances (Foretand

Prochéazka, 2007).

In practice therefore, this means that insurancepamies need to understand vehemently how
their customers relate to insurance services,nstance how they perceive threats and risks, as
well as the need for financial and psychologic&tyaand security, how customers compare and
evaluate alternatives, and how such customers elégifor not to) purchase insurance services.
Gaining this knowledge is therefore not a triveak and it thus requires a thorough analysis of
data and information regarding consumer awarenatgigude, and expectations (Stavkova,

Stejskal and Toufarova, 2008).

1.1.2 Background of Insurance in Kenya
Insurance in Kenya is known to have been in extgtdor over sixty years now with the first
insurance companies believed to have been owndtitigh insurers during the colonial times.

The industry is governed by the Insurance Act amgulated by the Insurance Regulatory



Authority. The Insurance Regulatory Authority (IRAyvas created by the Insurance

(Amendment) Act of 2006 and came into operatiodsinMay 2007 (IRA, 2010).

The Authority was established with the mandateegfutating, supervising and developing the
insurance industry. Before the establishment of ,IR#fese functions were performed by the
Department of Insurance in the Ministry of Finaiié@A 2010). Currently there are 44 insurance
companies and 2 locally incorporated reinsuranoepamies which are licensed to operate in the
country (AKI, 2013). Of these, 20 are general iessyr 7 long term insurers and 15 are composite
(both life and general) insurers. Additionally theare 201 licensed brokers, 21 medical
insurance providers (MIPS), 3,076 insurance ag@3d4oss adjusters, 1 claims settling agent, 8

risk managers, 213 loss assessors/investigator8 askl managers (Republic of Kenya, 2012).

1.1.3 Firms in Insurance Business

British American Insurance Company commenced itsragons in Kenya in 1965 with the
opening of the first branch in Nairobi. A local cpamy was incorporated on 14November 1979
under the companies Act as a private limited ligbdompany following a government directive
that all branches of foreign owned insurance congsawould need to be incorporated locally.
By this time, the company had established ninedires across Kenya. This local Incorporation
represented the first step in the localizationh& tompany (Britam, 2013). The company has
evolved over the years, from a home service ligeirance branch to a leading Insurance brand in
East Africa offering life, health and pension plafike company unique critical factors include

the largest tied agency force in the industry vatrer 1000 agents knowledgeable about the



markets, and effective execution of strategies uiicly market development, product

development, market penetration, and diversificafritam, 2013).

UAP is indeed one of the leading insurance anchfired services companies in East Africa, with
its headquarters in Nairobi and a network of braschpread across Kenya. Regionally, the
company is now the second largest insurer in Ugamhalso the first foreign underwriter in

Southern Sudan. Its origin traces back over 80sygafP, 2013).

In a broad sense therefore the concept of insuraassumer behavior is well embedded as a
continuous sequence of elements involved in thésiecprocess when satisfying the insurance

needs of an individual. Today, Jubilee is the numiy@e insurer in East Africa with over

medical insurance across East Africa that includesy of the region’s blue chip companies.
Jubilee Insurance has a network of offices spaniiegya, Uganda, Tanzania, Burundi and
Mauritius. And now your favorite insurer will soome a Pan-African brand, issuing our
customers with an assortment of innovative prodegfsertly crafted to conveniently meet all
your insurance needs. Jubilee is the only ISO femttinsurance group listed on the three East
Africa stock exchanges — The Nairobi Stock Exchafi@E), Dar es Salaam Stock Exchange
and Uganda Securities Exchange. Its regional cffare highly rated on leadership, quality and

risk management and have been awarded an AA- ig&and Uganda, and an A+ in Tanzania.

Phoenix Assurance is one of the most highly capédlcompanies in the market. It is the only
Company to offer the complete basket of insuramoeyxts including Aviation Insurance. The

firm has strong Reinsurance tie ups with some eflibst reinsurers in the world like Swiss Re,
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GIC Re, Hannover Re. African Re. It also has a remalb businesses in various countries such

as Uganda, Tanzania, Rwanda, Zambia and Botswana.

1.2 Research Problem

The insurance industry all over the world is shaviremendous advancement as far as the
development of new products as well as technolbgidaancement is concerned. In Kenya
however, there has been little success as far asempenetration by insurance is concerned.
This can be attributed to the following factors,ganeral lack of a savings culture among
Kenyans; Low disposable incomes for the majoritytled population, with close to 50% of
Kenyans living below the poverty line; inadequad incentives that could encourage the
middle classes to purchase life insurance prodwstd; A perceived credibility crisis of the

industry in the eyes of the public particularly wregard to settlement of claims (PWC, 2013).

The 43 licensed insurance companies compete famaedl market characterized by low
penetration (UAP, 2013). Kenyans' uptake of insceacover, both at corporate and personal
level, remains predominantly in the motor, fire usttial and personal accident (mainly group
medical cover) classes (UAP, 201L3bhis illustrates a poor attitude towards personsiirance

cover in general.

In spite of these developments, not much has bese dh topic of market penetration of
insurance firms in the Kenyan market. . Most regeens have focused on consumer behaviour
in other industries (Barasa Wabuke and Muliaro 20A%tudy by Nginga (2013), on the factors
that influence the consumer buyer behavior of Kesy@ buy insurance products revealed that

Kenyans are influenced by both psychological ammiosngical factors, when making a choice on



the insurance products. Additionally Obuya (2018hile examining the influence of sales
promotion on consumer buying behavior for insurampeeducts in Kenya, revealed that
insurance customers are influenced by perceiveditgguand brand awareness. This study
therefore seeks to bridge the knowledge gap by ewagimarket penetration challenges with

specific interest in the insurance industry in Kany

1.3 Research Objective
The following was the objective of the study: Totedenine the internal and external

organizational factors that affect market penedrati

1.4 Value of the Study

The study was important in order to provide infotiora to insurance Companies in Kenya

especially when it comes to selling their insurapoeducts; this automatically taps into their

strategic goals. The study will also be of impocgto Insurance companies in understanding
how their sales promotional activities influencensomers to their products and services. They
will therefore make use of the findings of thisdstun order to come up with effective strategies

that will help them enhance their customer baseimptdove on their performance as well.

This study was also be beneficial to the consunmetisat they will have more knowledge about
insurance products and the importance of insurathey; will also learn about the different
insurance terminologies and the different insuracoepanies in Kenya. The insurance
customers will benefit from this study as the feskoreceived will hopefully be implemented
by the insurance companies for the provision ofebetervices and products recommended back

to the customers.



This study was also helpful to other researchesagademic institutions to learn about Kenya’s
insurance industry. This study will also be thetoerpiece idea to other students willing to
pursue a research on a similar field. This is stabse the final draft of the completed research
will provide further areas of research. Finally thieidy will also be of great importance to
scholars and practitioners, as it will enable thenrealize the exact nature of the insurance

company and how consumers behave in the contextth&f insurance industry.



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter presents the various views and petisps®f different scholars which are based on
the research objectives. The first section dis@udke internal factors that affecting market
penetration by insurance companies, the secontseatiscusses the external factors that affect
market penetration while the last section uneadhmpirical strategies that can be used to

enhance market penetration.

2.2 Theoretical Foundation

This paper will seek to borrow from the open systeheory which refers simply to the concept
that organizations are strongly influenced by theivironment. The environment consists of
other organizations that exert various forces ofeannomic, political, or social nature. The
environment also provides key resources that suske organization and lead to change and
survival. The study acknowledges that indeed allyuall modern theories of organization
utilize the open systems perspective. As a respkn systems theories come in many flavors.
Resource dependency theorists see the organizsiadapting to the environment as dictated by
its resource providers. Although there is a gremtety in the perspectives provided by open
systems theories, they share the perspective thatganization’s survival is dependent upon its
relationship with the environment. If activitiesearsed as unit of analysis instead the distinction

gets messy.



The characteristics for an organization environmetdrts at the producing/using exchange
system using resources (production facilities) thatot solely owned by one organization. This
means that claimed independence of the organizé&tidine environment is also part of a quasi-
organizational effects as well as effects of thewvonek (Hertz 2005).The resource dependence
theoretical evaluation of efficiency and effectiesa as a dualismis a simple picture of the
system based on clear-cut boundaries divergingleysuitsideresources and potential important
evaluators. Goals and strategies for an organizatiould probably have problems if they were
based on this dualistic thinking. Processes ofviiets are complex and a clear-cut division of
their outcome will probably not facilitate knowlezlgf their logic. This paper however will not

look at the relationship between efficiency andeetiveness but will rather look at the

interdependency of the organization with the emmment and how this influences strategy

implementation.

2.2.1 Ansoff Product Market Strategies

Ansoff's product/market matrix is an accepted waydentifying and categorizing market and
product developments and opportunities. Ansoff maf@od use of the technique. The matrix
identifies various strategies open to organizaticared splits them into four categories. For
example, when selling existing products to existimgrkets, organizations can look to improve

their penetration of that market, and so gain gelamarket share.

Figure 2.1: Ansoff Matrix
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2.2.1.1 Market Development

The market development strategy representsffamt to bring current products to new markets.
Typically, managemenwill employ this strategy when existing markets srggnant, and when
market share increases are difficult to achieveabse market sharese already very high or
because competitors are very powerful. Té$timtegy can be implemented by identifying new

uses or new users (Burnes, 2004).

2.2.1.2 Market Expansion

According to Barney and Hesterly (2008) market expansion strategy involves moving into a
new geographic market area. Many firms originatesejional competitors Today however
market expansion is more likely to be internatianascope, and frequently through the growth
strategy it is most likely to achieve rapid growttrsales volume. International market expansion
strategy can be pursued at one of three levelgmaly multinational, or global level. A regional
strategy implies that a company will totally contates its resources and efforts in one or two
areas. A multinational strategy involves a commitin® a broad range of national market. A
global strategy is employed when an organizatioeraies in a broad set of markets but with a

common set of strategic principles (Pearce, andriRoh, 2007).
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2.2.1.3 Market Penetration

The company is trying to expand its sales in thistexg market. Existing products are sold to
existing customers. The product is not modified theat firm is seeking to increase its revenues
by means of promoting or repositioning its produ@se has to convince potential clients and

divert competitors (Pearce, and Robinson, 2007).

2.2.1.4 Diversification

Diversification, on the other hand, involves movingp new products and new markets at the
same time. This may involve a complete shift awaynfcore activities into some other form of

related activity. It represents a step into lessiliar, perhaps even unfamiliar territory (Cortor

and Chen, 2006).

2.3 Internal Factors that affect Market Penetration

The following subsection presents review of litaraton the various internal factors that affect
market penetration with respect to the insurandastry.

2.3.1 Product Offering

Product development as well as marketing effortsusoon meeting the local demand for
insurance products. This means that good proddetings and effective marketing is likely to
result to a successful savings mobilization progravhich will then lead to growth in the
institution. The initial step in determining howdb@éo meet client demand for insurance products
is to establish what clients and potential cliem@nt. Once such information is acquired,

insurance managers need to evaluate the existogupts in order to see if they meet those
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demands. Various information sources can be usedvabtuate products and services, this
include, staff observations, competitor activit®gent complaints, market research as well as
national financial market behavior. If indeed thaseng products are not likely to meet the

demand for insurance products then it follows t&aw products have to be developed so as to

fill the void (Cortor and Chen, 2006).

2.3.2 Pricing

Pricing is one of the four P's of the marketing rfBxassington, 2011). Pricing is the manual or
automatic process of applying prices to purchask sates orders, based on factors such as a
fixed amount, quantity break, promotion or salesngaign, specific vendor quote, price
prevailing on entry, shipment or invoice date, corabon of multiple orders or lines, and many
others. A well chosen price should achieve thennal goals of the company (e.g. profitability);
fit the realities of the marketplace (will customdyuy at that price?); and support a product's
positioning and be consistent with the other vadesln the marketing mix. Price is influenced
by the type of distribution channel used, the tgbgromotions used, and the quality of the
product. Price will usually need to be relativeighif cost incurred are high, distribution is
exclusive, and the product is supported by extenadvertising and promotional campaigns. A
low price can be a viable substitute for producaliqy, effective promotions, or an energetic
selling effort by retailers (Jobber, 2010).

The insurance consumer is conscious about how rthesh pay for their goods and services.
How much to charge for a product or service is Ugua typical starting point question for
discussions about pricing, however, a better qoedbr a vendor to ask is - How much the

customers value the products, services, and atkeengibles that the vendor provides. Generally,

12



companies’ use pricing as part of their positioni@mploying one of three strategic approaches
premium pricing, value for money pricing and undenaricing (Dickman, 2009).

2.3.3 Market Approaches

There are several promotional strategies that eansled to create customer motivation to buy
insurance products; these include personal selladyertising through printed media and

electronics, financial planning seminars, salesnmtion as well as every year highlighted event.

Advertising, sales promotion and public relatiome amass communication tools available to

insurance firms. Mass communication uses the sagpssage for everyone in an audience. The
mass communication tools trade off the advantagpes$sonal selling and the opportunity to

tailor a message to each prospect, for the advardbgeaching many people at a lower cost per
person (Jone, 2007). Dunn et al. (1987) viewed rdidugg from its functional perspective, hence

they define it as a paid, non-personal communioatiwough various media by business firms,

non-profit organization, and individuals who hopértform or persuade members of a particular

audience.

Consumers who patronize insurance services do modl switching from one company to
another due to sales promotion offer. Hence it wdag of interest to a marketer to learn about
consumer preferences with respect to sales promoffers; what schemes do consumers prefer
for what kind of services, which media they pretierlearn about the schemes, whether they
prefer incentive immediately or at later date. Ehase the questions which consumers consider
while choosing a brand. Similarly marketing manager the industry also consider such

marketing strategies while designing their salesmmtion scheme (Rangsan & Titida, 2011).
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According to Rangsan and Titida (2011) value insirgg promotions manipulate the quantity/
price equation to increase the perceived valuebduct offering. Examples of these would be
discounts, coupons, payment terms, multi-parksuantty increase. Value —adding promotions
manipulate the price and core product untouched, @ffer the customer something extra.
Examples of these are product trial or samplesjedhpackaging, free gifts, loyalty schemes or
clubs information (such as a brochure or in-storagazine) or a competition. In high

competition in the insurance industry, sales proomois the one important tool that many

insurance providers will use to compete and stiteudales.

2.3.4 Customer Service

There are many ways in which insurance companiasecéiance their customer experiences
(Stone, 2009). These services are often considereatided benefit in buying the products of a
company (Burns, 2011). According to Hunter (20123tomers have the tendency to feel more
positive about a particular brand of insurance tactv they had previous good experience
dealing before, during and after the sale has beesummated.

According to Burns (2011) customer service is iad should therefore not be part of any add-
on on services offered by a company on their prtdec services. Customer service need
therefore, fulfill the deepest needs of customAsssuch, customer service is meant to enhance
the main offer of an insurance and is in itself ttee main offer. It is a pleasant bonus that
business companies offer their customers to reieféhe message that the business company

cares about their expectations, needs and wisheagB2011).
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Insurance firms should be able to quickly identifystomers’ activities through a management
information system that accurately reports and moeosisuch activities. They therefore need to
follow up with the clients to communicate to thenyanessage that is relevant to the customer
in a timely manner. Follow-up procedures may ineolWsiting the client, scheduling weekly

staff meetings to discuss customer issues and elecidhe correct action as well as the suitable

communication channel to use for their clienteledgerwood, 2009).

2.4 Strategies to Enhance Market Penetration

There are a number of strategies that can be emxgblddy a business to enhance market
penetration. This subsection provides a reviewhef literature on how these strategies can be
essential to enhance market penetration in theanse industry.

2.4.1 Product Innovation

Innovation and technology in the insurance sects heen necessitated by the need to be
competitive in a global environment. According tge@inka and Lal (2004), the growth of new
technologies has been and is indeed critical ferdgvelopment of all sectors of the economy in
terms of providing employment, enhancing produttiviefficiency of resource use and
improving information flow, use of timely, accuraéed complete decision making at policy
making level and planning. In the end, adoption tethnology by business enterprises
contributes positively towards enhancing compeditess within a competitive environment
(Republic of Kenya, 2004). The provision of cashameconomy has a high but often unseen
cost. The government, the reserve bank, and ukim#be citizen do pick up these costs. The

expansion of a nation’s banking reach and the madtion of cash holdings has security
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benefits for businesses and individuals, beneditsttie velocity of circulation of money in the

economy (Silverstone and Hirsch, 2005).

2.4.2 Strategic Alliances

Strategic alliances allow firms to procure assetsppetencies or capabilities that are not readily
available in competitive factor markets particutadpecialized expertise and intangible assets
such as reputation. Alliances allow firms to tapitime compression diseconomies and history
dependent competencies that are difficult to tredetrategic factor markets (Oliver, 1997).
While competitors can surely be threats, the ragithpetitors can strengthen rather than weaken
a firm’s competitive position in many industriesor@petitors can serve a variety of strategic
purposes that increase a firm’s sustainable cothgetidvantage and improve the structure of its

industry (Porter, 1985).

2.4.3 Providing Tax Incentives for Insurance Compaies

Incentives tend to fall into two broad camps. Coasbns, unfulfiled demands, gaps in
financial provision, and new technology all tendatt as positive incentives for innovation.
Negative incentives tend to come in the form difitiig controlled allocation of resources, chiefly
by government authorities but also possibly by eemthed or incumbent groups. Particular
economic conditions may encourage innovation (@hktR2009). A good example here has been
the recent period of extraordinary low interesesathe search for yield, and the abundance of
emerging economies’ savings circulating in the glasconomy. This recent experience has, of
course, raised the question of innovation outpacifigthe capacities of regulatory and

supervisory authorities (Lin et al. 2009).
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As Sundaresan (2009), notes, light-touch regulataonlead to powerful flows of innovation but
also high, or even excessive, risk taking. Heawghoregulation may stifle innovation although
it could, of course, stimulate financial intermedia outside the formal financial structure. It is
also worth noting here that technological advanee @mnovation in other sectors may spark
innovation in the financial sector. A classic exdengf this in the emerging world has been the

growth of mobile telephone banking (Lipsky, 2009).
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter presents the methodology componentiseo$tudy, that is, research design, target
population and sample selection, research instrtsreerd data analysis. Consequently, the study
was conducted in an objective, systematic mannejatiiering information so at to attain the

objective.

3.2 Research Design

The research design for this study was a crossesattsurvey design. The method was an
efficient way to obtain information needed to déseropinions and views of insurance
companies’ functional and divisional managers anrarket penetration challenges in Kenya.
The method had an advantage in that it helped mldaia from each of the companies which

then provided greater accuracy and reliability.

3.3 Study Population

The target population of this study included alhg®l insurance companies from which 4
insurance companies were selected; these are BrithaP, Jubilee, and Phoenix. Simple
random sampling was used. The choice for this sethan the fact that the entire population is

sufficiently small with only 44 licensed insuranm@mpanies.
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3.3 Data Collection

The study was a survey where data was collectenh fiiee insurance companies using a
guestionnaire. Self-administered drop and pick tomsaires were distributed to strategic
managers or their Equivalent currently working ilesurance companies in Kenya. These are
persons directly dealing with the strategy develeptmand implementation in the insurance
companies. In order to maximize the response ofélapondents, the researcher made personal
visits to the respondents’ place of work where éguested the respondents to participate by
responding to the questionnaires. The questionvea® divided into two parts. The first part
seeked information on the company background #latad to ownership and strategy. This was
to enable the researcher know the nature and tiyffgeansurance company, while the second

and subsequent sections was on the research gbgecti

3.4 Data Analysis

Data collected was first edited for accuracy, cstesicy, and completeness. Then, it was be
arranged to simplify coding and tabulation. Dedorg statistics was used to analyze the data
collected. Statistical package for social scie{@&3SS) package was used to generate means and
standard deviations. In addition, the frequencgacth identifiable factor in the transcripts was
tabulated. This informed the researcher the peedeimportance of the identifiable factor across
the respondents. The researcher carried out a gloly of the research at the Kenya Orient
insurance where he is currently working. The piéstt was to test the efficacy of the research in
order to establish the validity, reliability andngframe of the actual research. The researcher

also tested for face validity by giving expertsgio through the proposal. The researcher also
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gave out four questionnaires, which were filledregpondents from four insurance companies.

Analysis of the responses was not included in theah study.

CHAPTER FOUR: DATA ANALYSIS, RESULTS AND DISCUSSION

4.1 Introduction

This chapter presents the results and findingh@study on the research questions with regards
to the data collected from the respondents who wemgloyees of the four insurance companies
involved in the study. A total of 15 employees freach of the four insurance companies were
served with the questionnaires, this sums up te§pondents. At the end of the data collection

only 50 questionnaires were returned.

4.2 Background Information

This section presents the background informatiah vagards to the respondents’ age gender,
level of education, occupation, as well as monthépme. These aspects were put into
consideration because of the meaningful contriloutii@y offer to the study as the variables help

in the provision of the logic behind the resporgigen by the respective respondents.

4.2.1 Gender of the Respondents
Table 4.1 is a summary of the respondents who amgaged in the survey on the basis of their

gender.

Table 4.1: Gender of the Respondents
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Gender of the Respondents DISTRIBUTION
Frequency Percentage
Male 15 30
Female 35 70
Total 50 100

Source: Research Data, 2013

The results of the study show that indeed 30 pe¢miethe total respondents were of the male
gender, while the remaining 70 percent were oféneale gender. This shows that the study was

not gender biased.

4.2.2 Age

Table 4.2 presents the results of the respondetiigegards to their age.

Table 4.2: Age of the Respondents

Age of the Respondents Distribution

Frequency Percent
20-25 years 20 40
26-30 years 17 34
31-35 years 8 16
Above 36 years 5 10
Total 50 100

Source: Research Data, 2013
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The study findings reveal that 40 percent of tlspoadents were between 20-25 years, 34
percent of the respondents between 26-30 yeagerbént of the respondents between 31-35

years and the remaining 10 percent of the respdsddove 36 years.

4.2.3 Years in Employment

Table 4.3 is a presentation of the study findingh wegards to the years in employment.

Table 4.3: Years in Employment

Years in Employment DISTRIBUTION

Frequency Percent
Less than 3 years 22 44
3-5 years 15 30
6-10 years 6 12
More than 10 years 7 14
Total 50 100

Source: Research Data, 2013

The study findings show that indeed the majorityhef respondents (74 percent) had worked for
a period less than six years. Specifically 44 pgroéthe respondents were in employment less
than 3 years. Consequently 30 percent of the relgds were in employment between 3-5
years, 12 percent of the respondents between &d Q4percent, more than 10 years

respectively.
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4.3 Strategies used in Insurance Companies

The study further sought to establish the varidtseygies used by insurance companies engaged

in the study. This is presented in figure 4.1 below

Percent

Low Cost Differentiation Focus
Leadership

Figure 4.2: Strategy Used

The figure 4.1 reveals that majority of the respaorid believe that their firms, pursues
differentiation (unique products and services)tetyg, while the minority of the respondents
believe that low cost leadership is the strateggyed by the Company. The figure 4.1 specially
shows that 61.7 percent of the respondents belfeatetheir firm uses a differentiation strategy;
on the other hand 20.8 percent of the respondelisve that the organization pursues market

focus strategy, while the remaining 17.5 percenthef respondents are of the opinion that the

Company pursues Low cost leadership strategy.
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4.3.1 Suitable Strategy for the Kenyan Insurance ldustry
Figure 4.2 shows the respondents view with regerdse suitability of the three strategies in the

Kenyan market.

60.00%

50.00%

40.00%

30.00%

M Seriesl
20.00%

10.00%

0.00% -

Focus Differentiation Low Cost
Leadership

Figure 4.3 Suitable Strategies for Insurance Marketn Kenya

The results of the study show that the respondegets differentiation strategy as being the most
suitable for the Kenyan insurance industry. Therriggclearly indicates that 58.0 percent of the
respondents viewed differentiation as the mostablet strategy for the Kenyan market while

25.2 percent of the respondents viewed low costeleship as being the suitable strategy. On the
other hand 16.8 percent of the respondents viewedsfstrategy as the best suitable for the

insurance industry in Kenya.

4.4 Contribution of Various Internal factors to Mar ket Penetration

4.4.1 Product differentiation.
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The study sought to show how product differentiatontributes to market penetration. Table

4.4 shows the results of the respondents.

Table 4.4 Product Differentiation

Product Differentiation Distribution
Frequency Percent
High 42 84
Moderate 7 14
Low 1 2
Total 50 100.0

Source: Survey Data, 2013

As seen in the table, 84 percent of the responduegitdy rated differentiation as the contributing
factor to market penetration, 14 percent moderatakgd it while 2 percent lowly rated
differentiation as a contributing factor to markpenetration. It follows that product

differentiation is the highest contributor of markenetration.

4.4.2 Pricing

The study sought to show how pricing contributenarket penetration. Table 4.5 presents the

results of the responses.

Table 4.5: Pricing

. . Distribution
Inimitable Pricing
Frequency Percent
High 30 60.0
Moderate 15 30.0
Low 3 6
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Neve 2 4
Total 50 100.0

Source: Survey Data, 2013

Table 4.5 reveals that, 60.0 percent of the respaisdhighly rated pricing as the contributing
factor to market penetration, 30.0 percent modiratged it while 6.0 percent lowly rated
pricing as a contributing factor to market penébrgtand 2.4 percent of the respondents believe
that pricing never contributed to market penetratim this regard pricing contributes in a
greater way to market penetration of insurance @mgs in Kenya. These findings are in line
with Brassington (2011), who argues that pricinthis manual or automatic process of applying
prices to purchase and sales orders, based orrdasoh as a fixed amount, quantity break,
promotion or sales campaign, specific vendor qupt&e prevailing on entry, shipment or
invoice date, combination of multiple orders orebn and many others. A well chosen price
should achieve the financial goals of the compaayg.(profitability); fit the realities of the
marketplace (will customers buy at that price?) @upport a product's positioning and be
consistent with the other variables in the markgtmix. Price is influenced by the type of

distribution channel used, the type of promotiossd) and the quality of the product.

4.4.3 Customer Service

The study sought to show how customer service ibutés to market penetration of insurance

companies in Kenya. Table 4.6 is a presentatidghefesults of the responses.
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Table 4.6 Customer Service

Distribution
|Customer Service

Frequency Percent
High 18 36.0
Moderate 24 48.0
Low 7 14.0
Nevel 1 2.0
Total 50 100.0

Source: Survey Data, 2013

Table 4.6, reveals that, 36.0 percent of the red@atis highly rated customer service as the
contributing factor to market penetration, 48.0ceat moderately rated it while 14.0 percent
lowly rated learning as a contributing factor torket penetration, and 2.0 percent of the
respondents believe that customer service neverilcoted to market penetration. In this regard
therefore, customer service though not the higlwsttributor also influences to market

penetration of insurance companies. The findige agree largely with Hunter (2012), who

argues that customers have the tendency to feeé rpositive about a particular brand of

insurance to which they had previous good expeeietaaling before, during and after the sale
has been consummated. According to Burns (2011pes service is free and should therefore
not be part of any add-on on services offered bgompany on their products or services.
Customer service need therefore, fulfill the deepesds of customers. As such, customer
service is meant to enhance the main offer of mste and is in itself not the main offer. It is a
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pleasant bonus that business companies offer ¢istomers to reinforce the message that the

business company cares about their expectatiordsrand wishes (Burns, 2011).

4.4.4 Management Expertise and Human Resources

The study sought to show how management expertidgdéaman resources contributes to market

penetration of insurance companies. The table #e3epts the results of the responses.

Table 4.7: Management Expertise and Human Resources

Management expertise and Human Distribution
Resources
Frequency Percent

High 22 44.0
Moderate 21 42.0
Low 5 10.0
Neve 2 4.0
Total 50 100.0

Source: Survey Data, 2013

As presented in the table 4.7, 44.0 percent oféBpondents highly rated management expertise
and human resources as the contributing factor dokeh penetration, on the same line 42.0
percent moderately rated it while 10.0 percent yovdted management expertise and human
resources as a contributing factor to the markaepation, and 3.2 percent of the respondents
believe that management expertise and human resourever contributed. In this regard

therefore, management expert and human resourcegthnot the main contributor to the

market penetration of insurance companies, playsnaortant role in the same vain. These are

the questions which consumers consider while cingosibrand. Similarly marketing managers
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in the industry also consider such marketing siiate while designing their sales promotion

scheme (Rangsan & Titida, 2011).

4.4 .5 Client Communication

Client communication is one fundamental aspecttti@study sought to show how it contributes

to market penetration. Table 4.8 is a summary silte of the respondents view on this matter.

Table 4.8: Client Communication

Distribution
IClient Communication

Frequency Percent
High 28 56.0
Moderate 15 30.0
Low 5 10.0
None 2 4.0
Total 50 100.0

Source: Survey Data, 2013

As revealed in the table 4.8, 56.0 percent of #spondents highly rated client communication
as the contributing factor to market penetratiortt@same line 30.0 percent moderately rated it
while 10.0 percent lowly rated client communicatias a contributing factor to market
penetration, and 4.0 percent of the respondentgveelthat client communication never

contributed to market penetration.

4.4.6 Asymmetries

Table 4.9 provides a summary of the respondentg @rethe contribution of asymmetries to the

market penetration of insurance companies.
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Table 4.9: Asymmetries

Asymmetries Distribution
Frequency Percent
High 6 12.0
Moderate 21 42.0
Low 19 38.0
None 4 8.0
Total 50 100.0

Source: Survey Data, 2013

As clearly presented in the Table 4.9, 12.0 peroéttie respondents indicated that asymmetries
contribute highly, while 42.0 percent of the respemts indicated that asymmetries moderately
contribute to market penetration. On the other 280 percent of the respondents went for low

contribution as 8.0 stated that asymmetries nemetributed to market penetration.

4.4.6 Switching costs

In terms of the switching costs, table 4.10 prosittee summary of the statistics.

Table 4.10 Switching costs

Distribution
Switching costs

Frequency Percent
High 17 34.0
Moderate 18 36.0
Low 9 18.0
None 6 12
Total 50 100

Source: Survey Data, 2013
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As clearly presented in the Table 4.10, majorityhaf respondents reiterated that switching costs
contribute to market penetration. Specifically,.3B3Percent of the respondents noted that
switching costs contribute highly while 35.7 peicevent for moderate contribution. The
findings also established that consumers who pakadnsurance services do not mind switching
from one company to another due to sales promaifter. Hence it would be of interest to a
marketer to learn about consumer preferences v@sipect to sales promotion offers; what
schemes do consumers prefer for what kind of sesyiwhich media they prefer to learn about

the schemes, whether they prefer incentive immelgiair at later date.

4.5 External Factors Contributing to Market Penetration
The following subsection presents a summary ofititdings with regards to the external factors

contributing to market penetration.

4.5.1 Government policy and regulation pressure

The table 4.11 shows the results of the resporigeas with regards to the contributions made by

the government policy and regulation pressure.

Table 4.11 Government Policy and Regulation Pressar

[Government policy & Regulation

Pressure Frequency Percent
High 19 38.0
Moderate 23 46.0
Low 8 16.0
Total 50 100.0

Source Survey Data, 2013
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As revealed in the Table 4.11, 38.0 percent oféispondents highly rate the government policy,
while 46.0 percent rate it moderately. The remarii6.0 percent rate it lowly. The results show
that indeed government policy and regulation pnessontributes to market penetration. The
provision of cash in an economy has a high buthofteseen cost. The government, the reserve
bank, and ultimately the citizen do pick up thessts. The expansion of a nation’s banking
reach and the minimization of cash holdings hasrggdenefits for businesses and individuals,

benefits for the velocity of circulation of monaythe economy (Silverstone and Hirsch, 2005).

4.5.2 Market Conditions

Table 4.12 provides the results of the responsemngwith regards to the contributions made by

the market conditions.

Table 4.12 Market Conditions

Market Conditions Frequency Percent
High 25 50.0
Moderate 19 38.0
Low 5 10.0
None 1 2.0
Total 50 100.0

Source: Survey Data, 2013

As presented in the table 4.11, 50.0 percent oféepondents highly rate the contribution made
by market conditions, while 38.0 percent rate itderately. On the other hand 10 percent rate it
lowly, while 2.0 percent believe that market commiis make no contribution to market

penetration.
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4.5.3 First Mover Advantage

Table 4.13 shows the results of the responses gwtbrregards to the contributions made by the

first mover advantage.

Table 4.13: First Mover advantage

First Mover Advantage Frequency Percent
High 35 70.0
Moderate 11 22.0
Low 2 4.0
None 2 4.0
Total 50 100.0

Source: Survey Data, 2013

The results in the Table revealed that 70.0 pero€mte respondents believe that first mover
advantage is a very high contributor while 22.0cpat believe it is only moderate. On the other
hand 4.0 percent believe that the contribution niadthe first mover advantage is both low and
none respectively. These results show that indeedinst mover advantage is a core contributor
to market penetration. According to Oyeyinka andl (2804), the growth of new technologies
has been and is indeed critical for the developnoérall sectors of the economy in terms of
providing employment, enhancing productivity, a#iecy of resource use and improving
information flow, use of timely, accurate and coetpldecision making at policy making level
and planning. In the end, adoption of technologybhginess enterprises contributes positively

towards enhancing competitiveness within a competénvironment (Republic of Kenya, 2004
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4.5.4 Strategic Alliances

Table 4.14, presents the results of the responges gith regards to the contributions made by

strategic alliances.

Table 4.14: strategic Alliances

Strategic Alliances Frequency Percent
High 14 28.0
Moderate 14 28.0
Low 17 34.0
None 5 10.0
Total 50 100.0

Source: Survey Data, 2013

The results from the table reveal that 28.0 peroémhe responses rate highly the contributions
made by strategic alliances, 28.0 percent ratedarately, while 34.0 percent gave a low rating,
as the remaining 10.0 percent of the respondenisvbethat the strategic alliance have no
contribution at all to this matter. The resultsaclg indicate that although strategic alliances
contribute to market penetration, their contribnscare minimal. Alliances allow firms to tap
into time compression diseconomies and history wiéget competencies that are difficult to
trade in strategic factor markets (Oliver, 1997hiMY competitors can surely be threats, the right
competitors can strengthen rather than weakenrasficompetitive position in many industries.
Competitors can serve a variety of strategic puwpothat increase a firm’s sustainable

competitive advantage and improve the structuitsofndustry (Porter, 1985).
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CHAPTER FIVE: SUMMARY, CONCLUSIONS AND

RECOMMENDATION

5.1 Introduction

This chapter consists of four sections, namely samgndiscussion, conclusions, and
recommendations following that order. The firgtte® provides a summary of the important
elements of the study which includes the studyaibjes, methodology and the findings. The
second section discusses the major findings o$tilndy with regards to the specific objectives.
The third section discusses the conclusions basékdeospecific objectives, while using the

findings and results which are obtained in the ttoghapter.

5.2 Summary

The main objective of the study was to establighdhallenges of market penetration of general
insurance companies in Kenya. The study was infdrlnethe recent activities in the insurance
market that has seen firms being forced to seelmabexpansion without even saturating the
Kenya market. This is for reasons that all playerhe insurance industry are competing for the
limited insured population that is estimated aslésan 4% (IRA, 2012). This means that the
insurance penetration levels in Kenya are very @mnce the intense competition from the few

players in a bid to capture the few insured custesme

In order to achieve the above, the study adoptebss sectional survey research design as an
efficient way to obtain information needed to ddseropinion and views of insurance

companies’ functional and divisional managers anrttarket penetration challenges. The target
population of this was 10% of all 44 licensed irgwe companies in Kenya that were selected

using simple random sampling. The collection of pnenary data a was done using structured
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guestionnaires that were pilot tested in order feuee that there was reliability as well as
validity. The coding of the data was done with tise of Microsoft Excel as well as SPSS in
order to generate the descriptive statistics fatance frequencies and percentages. The

presentation of the results was in form of figuaiad tables as well as cross tabulations.

The findings on the contribution of the three sgi¢s to enhance market penetration in the
Kenyan market revealed that most of the respondest® of the opinion that Low cost
leadership, differentiation, as well as market fostrategies can enhance market penetration of

general insurance companies.

Concerning the internal factors that make insurastapanies to enhance market penetration,
the study revealed that the majority of the respoitg] highly rated product differentiation as an
internal capability that enhances market penetratidt the same time majority of the
respondents highly rated, pricing, customer servitgnagement expertise and human resources,
client communication, asymmetries, switching caatsinternal factors that influence market

penetration for general insurance companies in Keny

With regards to the external factors that influemcarket penetration for general insurance
companies in Kenya. The study findings revealetttiafirst mover advantage was highly rated
to be the highest influencer as far as market pati@t is concerned. This is also the case for

government policy and regulation pressure, mar&etltions, as well as the strategic alliances.

5.3 Conclusion
There are strategies that can be adopted by genstahnce companies. From the findings and
discussion it is indeed clear that low cost leadgrsdifferentiation and market focus can be

developed by insurance companies to enhance magketration.
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The study also concludes that internal organizatiazapabilities that influence of market
penetration for insurance companies range fromginyj asymmetries, switching costs,
reputation and buyer uncertainties, management lamdan resource expertise, inimitable

resources and product differentiation.

The study has established that the external fadtmised contribute to market penetration.
However the issue of strategic alliances in thecmimunication industry does not seem to be

the way forward in enhancing market penetration.

5.4 Recommendations

This section gives a recommendation that the rebearindeed feels that are important in
formulating guidelines for market penetration ie teneral industry. The insurance industry is
indeed a growing industry as far as acceptanceoixcarned. It is therefore important for

organizations to consider adopting the three gjradein order to be able to enhance market

penetration.

The internal organizational capabilities vary frarganization to organization, this therefore
means that each organization has an opportunitacguire and thereby enhance market
penetration. The study therefore recommends thagrgéinsurance companies should maximize

on their internal capabilities in order to enhantket penetration.

The external factors that contribute to market patien indeed play a vital role in the success
of any insurance companies. The study therefor@metends that the government regulations as
well as other external factors should be aligned iway that ensures that there is room for
companies to explore means of enhancing marketagios.
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5.5 Limitations of the Study

Whereas no effort was spared in ensuring the abgeof the study was achieved, the researcher
faced some challenges that limited the extent tachvithe study be done. Time was a key
limitation during data collection and analysis. Téh&vere cases of travelling constraints, as the
researcher had been involved in work assignmertsdauNairobi during the study period. The
other main limitation was during data collectiones the respondents were reluctant to fill in
the questionnaires which limited the extent of infation availed to researcher. The study
focused on a very sensitive area which is the arg#on strategy limiting the extent of
information provided by respondents. Also, thedgtwas cross-sectional collecting data at one
point of time. A Longitudinal study would be usefalorder to compare reputation risk over a

long period of time.
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Appendix 1: Questionnaire

Section A: Background Information

Kindly, fill all the questions either by ticking (v) in the boxes or writing in the spaces
provided.
NAME (Optional) ....cooiieie e e e e

1. Gender? Male( ) Female( )

2. Age? (years) 20-25years 26-30yeard] 31-35yeard] 36 years and ovéd

3. Level of education?

4. Occupation?

5. For how long have you been employed or working?
Less than 3 years L[ 3-5 years O

6-10 ears | More than 10 years [

6. Which of these strategies does your company pursue?
a) Low cost leadership
b) Differentiation (unique product and services)

c) Focus (concentration on a market segment)



7. Rank the above three strategies (a,b,c) in ther afdgreference/usage by your insurance

company

8. Which of the strategies do you think fits the irswe market in Kenya?

9. Are the strategies used by insurance companiesdhbloin Kenya?

10.How much contributions do the following internalganizational factors affect market

penetration?

High Moderate Low None

Product

[72)

differentiation/uniquenes

Pricing

Customer Service

Management expertise

and Human resources

Client Communication

Asymmetries

Switching costs




1. Rank the factors listed in Q.12 with respect toirtimeagnitude in influencing market

penetration inthe order 1,2, 3 ....................

External factors Contributing to Market Penetration

11.Do you think that certain external factors have toboted to market penetration

Challenges by insurance companies?
YES:
No: |

12.Rate the below factors according to their contrdouto market penetration challenges?

High Moderate Low None

Government
policy and
regulation

pressure

Market

conditions

First mover

advantage

Strategic




alliances

Thank you for your participation




