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ABSTRACT

The implications of price regulation, whether it @sonomic regulation or social
regulation, are likely to depend on a variety aftéas. Price regulation is adopted in
order to increase consumer welfare by putting acrafhe maximum price that can be
charged on petroleum products and in turn lowesiagplier profits. This study was
guided by two objectives: to establish the implmas$ of price regulation on the oll
marketing strategies in Kenya; and to determineetfiectiveness of oil marketing
strategies adopted to cope with price regulatiodenya. A descriptive survey of all
oil marketing companies in Kenya was conducted. tehget population of this study
was all the 45 registered oil marketers in Kenganfiwhich all were targeted but only
35 firms took part in the survey (response raté8%o). Primary data was collected
through structured questionnaires administered Hey researcher to the marketing
managers using a drop-and-pick later method. Tlaéysis was done using paired t-
tests and descriptive analysis (percentages, medrstandard deviations). Results
were presented in tables and charts. The studydfaimat pricing regulations
significantly affected the pricing strategy but riloé entire marketing strategy of oll
marketing firms as they were still effective, aligh the effectiveness had marginally
reduced. The study also concludes that marketiragegiies before and after the
introduction of pricing regulations were not sigeaitly different in terms of their
effectiveness and therefore the regulations did significantly influence the
effectiveness of marketing strategies of oil margfirms in Kenya. It also found
that improved service quality and offering high kifyaproducts were the most
adopted strategies by most firms while innovationl gricing strategy where oll
marketers price lower than their competitors wéie least employed strategies. The
study also found that the intensity of competitisas low after the introduction of
price regulations and that the price of fuel in tegulation era was marginally lower
than the period before price regulations. The sttetymmends that oil marketing
firms should focus on innovation, quality of protkjcand superior customer service
in order to compete in the market. A marketing tefyg that focuses on building
better customer relationships would provide a bettenue for oil firms to compete.
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CHAPTER ONE: INTRODUCTION
1.1 Background of the Study

The Economic Glossary (2012) defines price regutais Government oversight or
direct government control over the price charged imarket, especially by a firm
with market control. Price regulation may be done dovernment agency, legal
statute or regulatory authority. Economists beligvat market prices should, as a
general rule, be left alone by government. Prices@rket economies are established
by the interplay of supply and demand. Goods amndcas are allocated to those who
value them most, but competition ensures that coessi face the lowest possible
prices. Government intervention, however, might nowve overall economic
efficiency if prices do not reflect total costs ibrthe market in question is not
competitive. “Might” is the key word because no teahow imperfect markets may
be, government intervention poses its own set oblpms. Frequently interventions
to correct “imperfect” markets (however rightly evrongly defined) do more
economic harm than good. Accordingly, evidence thatket imperfections exist is a
necessary but not sufficient condition for governmimtervention. Evidence must
still be presented that the proposed interventidh am balance improve economic

efficiency (Wolf, 1991).

Price regulations go hand in hand with Cost leddprsCost leadership is a concept
used in business strategy and provides a procesghlon to establish competitive
advantage for a company. In a price controlled st oil marketers’ can gain
competitive advantage by focussing on differenatstgies including leadership in
cost, quality, innovation or customer service. 8fgest advantage comes through

leadership in a factor that is important to custrend difficult for competitors to



match. Cost leadership means the firm is the pradudth the lowest costs in their
chosen market sector. That gives them the abdityet lower prices than competitors

while offering customers the same benefits.

For companies in many nations, regulatory policsreasingly shapes the structure
and conduct of industries and sets in motion majafts in economic value. In
network industries such as airlines, electricigjilways, and telecommunications, as
well as in banking, pharmaceuticals, retailing, amahy other businesses, regulation
is the single biggest uncertainty affecting capgapenditure decisions, corporate
image, and risk management. Since regulation mefaund and lasting impact on a
firm’s financial choices, it is considered as a kayet in the oil industry, providing
either incentives or disincentives. One primary utatpry goal is to promote

competition and to enhance social welfare (Meradi&chhausen, 2009).

1.1.1 Price Regulation

Regulation is the sustained and focused controimally exercised by a public

agency, over activities that are valued by a conityurit can either prevent

undesirable behaviour, actions and activities @abénand facilitate desirable ones.
One form of regulation involves establishing speaifiles or commands which have
to be complied with. However, regulation also erobgathose actions designed to
affect activities of companies, organizations odividuals and include taxation,

subsidization, contractual requirements, licensingd franchising (Selnick, 1985).

The intention behind regulation is the desire tamaén affordability of staple foods
and goods, prevent price gouge during shortagesy siflation and to ensure a

minimum income for providers of certain goods. Ehare two primary forms of price



control, a price ceiling, the maximum price that ¢ charged, and a price floor, the

minimum price that can be charged (Selnick, 1985).

Majumdar (2003) argued that whether externally nagedl by regulatory authorities
or internally mandated as a consequence of top geament vision, price caps are
mechanisms that provide firms with incentives tacbmpetitive. They help firms set
targets that are translated into action plans tjitout the organisation. Every activity
is assessed and taken into account in meetingt pyoéils. They help firms work
harder and smarter. They help firms alter the amstof industry competition. They
help consumers toward getting better and cheapedupts. As a result, human

welfare is maximized.

A study by Bijl and Peitz (2001) found that, in tblgort run, asymmetric access price
regulation is an effective instrument to make th&ant and consumers better off.
Thus price regulation would stir competition in thi@ort run. Biglaiser and Riordan
(2000) argued that price-cap regulation leads teenedficient capital replacement
decisions compared to rate-of-return regulation ahdwed that finite price cap

horizons distort capital replacement.

1.1.2 Firm Responsesto Regulation Strategies

In a world where a cartel, such as OPEC, is ableige world crude oil prices by
constraining production, price controls are not raated from an economic
perspective. Domestic price controls will not reelUOPEC's market power. The
manner in which domestic price controls were immataed in the United States in the
1970s actually increased the demand for OPEC im@ottl thus increased its profits

and punished domestic producers who were not reggenfor OPEC production



decisions. Price controls also reduce incentivesntoease production and, thus,
reduce supply whether OPEC is strangling the markebt. Domestic price controls

thus assist the cartel's attempts to restrict su{@pdbral & Riordan, 1989).

Since regulation has a profound and lasting impaca firm’s financial choices, it is
considered as a key driver in the oil industry, viding either incentives or
disincentives. One primary regulatory goal is torpote competition and to enhance
social welfare. A common conflict of social and pte interests may arise when, for
example, a pro-competitive regulatory measure tresdtricts the incumbent’s
monopoly behavior also undermines the firm’s inaento invest. Laffont and Tirole
(2000) point out that there is in general a traffdsetween promoting competition to
increase social welfare once the infrastructurenisplace and encouraging the
incumbent to invest and maintain the infrastructitence, many studies investigate
this issue both theoretically and empirically, tiyito shed some light on policy
making. Most of them revolve around incentive regjoh and distribution regulation

in the oil marketing industry.

In many respects, regulation reflects an explioithal contract between business and
society. Even in the absence of laws and regulstioriormal agreements may call

upon companies to meet certain social respongdsil{iPanteghini & Scarpa, 2008).

Despite the increasing importance of regulationnynbusinesses, even in heavily
regulated industries, treat regulatory strategynase art than science. Many lobby
and conduct public relations on an ad hoc basisowitthe benefit of hard facts or a
clear understanding of the trade-offs; others adomtonfrontational approach to

industry regulators. Many companies, focused ag #ine on next quarter's earnings,



view regulatory issues as a longer-term challehge will either go away on its own

or be dealt with in the future. (Panteghini & S@rp008).

Companies struggle with their responses to reguylatiballenges for several reasons.
First, the issues are often extremely complex amerdependent. Moreover, when
deciding on a regulatory stance, companies mussiden complicated trade-offs
between maximizing profits and broader social aodnemic factors while at the
same time taking into account the interests of mber of stakeholders. Finally, the
job is made no easier by constant uncertainty alfore regulatory changes,
uncertainty exacerbated by tensions among staketsolahd by unforeseen events,
such as the emergence of disruptive technologegsdly evolving social trends,
natural disasters, and changes in governments. @ueg can overcome these
obstacles by making regulation a core elementratey. Doing so requires a deep
knowledge of the economic, social, and strategigpaich of regulation, an
understanding of other stakeholders so that coasitcan be built to support a chosen
regulatory strategy, and a new organizational aggirathat puts regulation on the

agenda of the CEO and the top team (Panteghiniaag¢ 2008).

1.1.3 Marketing Strategies

A strategy is the direction and scope of an orgation over a long term; which gives
advantage for the organization through its configjon of resources within a
challenging environment to meet the needs of marlatd to fulfil owners’

expectation. The business strategy perspectiveeargioat achieving competitive
advantage hinges on pursing a coherent competsirategy. Laffont and Tirole

(2000) propose that firms should have the insideotitsside approach, whereby



strategies are realigned towards making of the g@al services that cultivate their

own niche in the market and format structures shigtain those markets.

Organizations gain market leadership by underst@ndonsumer needs and finding
solutions that delight consumers. If customer vadud satisfaction are absent, no
amount of promotion or selling can compensate. Hethe aim of marketing is to
build and manage profitable customer relationsHipis is a part of the strategic
marketing done by every company to achieve itsadimes and goals. To maximize
profits and long term plans every organization hasfollow a strategic plan.
Marketing is a philosophy that guides the entirgaoization towards sensing, serving
and satisfying consumer needs. In addition comganézd to define their customer
relationship management strategies and supportctstas to ensure improved
customer satisfaction and retention. Companies ldpvinese strategies across the
value chain from distribution and merchandising beanding, advertising and

promotions. (Laffont and Tirole, 2000).

Companies respond differently to environmental lelngles through such strategies as
keeping low overhead costs so as to maintain cativyeeprices, ensuring product
availability, use of exclusive distribution chamelnvestment in human resource
development to ensure good customer care, extemdicredit to retain customers,
outsourcing services, adopting strategies to iseremarket share, branding their
service stations, quality offering, marketing cafdss, technological leadership,
efficient delivery system, ensuring market peneiratand development. In a price
controlled industry and where the product is homoge then companies can
compete by improving service delivery. This cardbee by; designing services to fit

the needs of customers; ensuring that servicesalarays of high quality without



compromise; having competent employees in placdinoa delivery of services and

ensuring that services are driven by customensa@ase acceptance and satisfaction.

Oil companies in Kenya adopt various strategiestrjo and gain competitive
advantage. These strategies include; cost leagersim time delivery, market
penetration, competent employees and ensuringstmaices are driven by customers
to increase acceptance and satisfaction. Othetegiea like differentiation, focus,
product development and market development havebeenh used a lot by the

companies. (PwC, 2012)

1.1.4 Oil Industry in Kenya

The oil industry that is the concern of this pajgethe petroleum sector in Kenya.
There are three main players in the petroleum seantdenya. First are various
petroleum companies involved in the distributionpetroleum products. There are
about 10 main oil marketing companies in Kenya andyrowing number of
independent oil distribution companies that haveirsg up since the liberalization of
the sector. Secondly is the Kenya Petroleum Refinamited (KPRL), which
operates the only oil refinery in the country. This the Kenya Pipeline Company
Limited, which operates the pipeline that runs fislombasa to Nairobi, Kisumu and

Eldoret. There are plans to extend the pipelindganda (PwC, 2012).

The petroleum sector was deregulated in late 1984 the deregulation of retail

prices of petroleum products and of the importabbrrude oil and refined products.
However, the sub-sector could not be fully deregalamainly because of the
market’'s dependence on KPRL for liquefied petrolegan (LPG), and the absence of
a viable infrastructure for its importation. Themed, the Government requires oll

companies to import and process crude oil through rtefinery to satisfy the
7



requirements for LPG. The government introducedopan tender system for the
importation of crude to the refinery. Under thisteyn a tender for importation of
crude is awarded to an individual oil company, whtben imports crude for the

whole industry and supplies to the other oil congaPwC, 2012).

The petroleum processing and delivery infrastrieisrfairly elaborate and consists
of the Kenya Petroleum Refinery, the pipeline aheé tstorage facilities. The
government and the oil marketing companies in thentry jointly own the Kenya
Petroleum Refinery Limited. Specifically, the gowerent owns 50% of the facility
while the rest is divided up among the other oirketing companies. On the other
hand, the oil pipeline of 890 kilometres provideseswork into the interior of Kenya
by passing through Nairobi and leading westward&isumu and Eldoret. The oll
pipeline is fully owned by the government as aestabrporation and forms a
significant part of the infrastructure for inlandstiibution. The imported crude
petroleum is processed at the petroleum refinaagtgt Mombasa and thereafter sold
into the local market. Hitherto the liberalizatiah the sector, the importation of
refined petroleum was subject to government appr@ue to liberalization in 1994,
the importation of crude oil as compared to refiméddhas reduced because of the

freedom to import oil either in crude or refinedrfo(SIB, 2012).

At the retail level, there are a number of subsidsgato foreign based and local
companies of varied sizes who have outlets througith petroleum products are
sold directly to consumers. The subsidiaries oéifpr oil marketing companies are
by far the largest players in the sub-sector degpi¢ liberalization of the industry
which allowed for the entry of a more players ie tharket. However, the National
Oil Corporation of Kenya (NOCK) acts as an indusigtchdog and is at the same

8



time engaged in commercial activities within theustry. This dual role leads to a
conflict of interest because in its commercial\atts, the National Oil Corporation
of Kenya becomes an industry player hence a cotopét the firms that it should
regulate. This state of affairs attests to the fiaat the liberalization of the petroleum

sub sector is yet to be completed (SIB, 2012).

Although the oil was discovered in Kenya in 2012yill take more than three years
before the country can become an oil producer. Bniésh-based Tullow Oil

Company that has been carrying out exploration fagdinds at Ngamia-1, Twiga
South and Etuko-1 wells in the Lokichar basin hwidre than 250 million barrels of
oil. Tullow in partnership with Africa Oil will dii about 10 wells this year in Kenya

and Ethopia to explore the Turkana Rift Basin (P24Z12).

The challenges that may face Kenya due to oil dsgoinclude collusion with large
oil companies, corruption, increased political paage, lower capacity for
investment and entrepreneurship. Politics, polieyl administration besides the
ability of the country economically plays key rateestablishing structures that will
oversee implementation of related activities effety. Kenyan politics remain
confrontational with democracy gaining mileage wlethnic differences remain rife

within select communities

Oil finds in Kenya will add impetus on the coungyeconomic growth, speed up
reduction of inflation and make the local currerstyonger hence making cost of
imports cheaper. While this may be very good fostEAfrican powerhouse, the
international players such as United Kingdom, Uhitetates, France and other

European countries may find a strong and oil ri@nya not good for their strategic



goals in the region. Upon confirmation of how bing toil deposits are, a significant
shift in how the West relates and views Kenya mi#inifest with renewed diplomatic

efforts and economic-military ties (PwC, 2012).

1.2 Research Problem

The implications of price regulation, whether it @sonomic regulation or social
regulation are likely to depend on a variety dftéas: the motivation for regulation,
the nature of regulatory instruments and structfréhe regulatory process, the
industry’s economic characteristics, and the legual political environment in which
regulation takes place (Wolf, 1991). Price regolatis adopted in order to increase
consumer welfare by putting a cap on the maximuioepthat can be charged on
petroleum products and in turn lowering suppliesfigs. This is the main motivation
behind price regulation. Since the market has fdaygus, they can establish
‘competition-free’ oligopoly that is characterizday tacit collusion. Therefore
introduction of price regulation makes the markerencompetitive. Where price as a
strategy is controlled, firms have to look for atlsempetitive strategies such as cost
leadership and innovativeness. Firms are affeatethat the industry attractiveness

reduces, the sales margins reduces and therefoee feturns to equity shareholders.

The Government of Kenya introduced price contralghe energy sector in 2011.
Through this policy, the price of fuel is set by tBnergy Regulatory Commission
(ERC). The ERC sets maximum prices (price ceilfiog)diesel and petrol every 15

of every month to be observed by the petrol statifmm the entire month. This has
seen fuel retailing at similar prices across atrglestations regardless of the petrol
company. Consumers therefore pay the same priceidbin any petrol station. It is

therefore important to understand how firms competich a price regulated market

10



in terms of the strategies that they adopt and ti@vperformance of these firms is

affected.

Various studies have been carried out all ovemtbed on price regulation. Hemmasi
and Kemnitz (2002) investigated the quality impiieas of an upper limit on product
prices in a vertically differentiated duopoly arauihd that a price ceiling diminishes
the incentives for strategic product differentiatithereby improving average quality
in the market. Namusonge (1983) did a study orattiide of manufacturers towards
price controls and their administration in Kenyal dhe findings suggest that price
controls in Kenya are essential to the extentttiey protect consumers’ and control
monopoly powers of companies. Studies on the wiidiinclude; Wahito (2011) who
studied Porter's value chain model and competitigeantage in the oil industry in
Kenya and found that the oil companies have used \lue chain to create
competitive advantage in different ways. Barua (BOdarried out a study on the
challenges facing supply chain management in theaiketing companies in Kenya
and the findings showed that challenges occur i @nmore of the supply chain

components that is, transportation, equipment, comeation, suppliers, customers.

So far, Namusonge (1983) is the only study localilable on price controls in
Kenya. This is due to the fact that price contnetsre banned and were just re-
introduced in 2011. It is therefore clear that ¢hare no studies on the effects of price
regulations on oil marketers and the few that hlbeen done were not on the oil
marketing companies. There is therefore a gap teraliure as concerns the
implications of price regulation by the Energy Riegjon Commission on the oil

marketing strategies in Kenya. The present studl therefore be guided by the

11



following question; what are the implications ofiger regulation by the energy

regulatory commission on oil marketing strategre&enya?

1.3 Research Objectives

This study was guided by the following two objeesy

i) To establish the implications of price regulationtbe oil marketing strategies

in Kenya.

i) To determine the effectiveness of oil marketingtsigies adopted to cope

with price regulation in Kenya

1.4 Valueof the Study

This study is important to the theory and practafestrategic management in
organisations. The study adds on to the growingcephn of price regulation in
organisations by focusing on a developing coumtrgfrica — Kenya. The results will

show how firms in the oil industry strategize ipr&ce regulated regime.

The study is also important to the practice ofteyg management in organisations
since it will shed more light on how companies séth compete in a regime where
prices are regulated by the Government or its agefticwill show the various

strategies that companies use to compete in a migdated industry.

The study will also be important to future researshand scholars interested in
undertaking research on price regulation as it bélla basis upon which other studies
in Kenya will be undertaken. The findings shouldumelerstood and evaluated in the

light of the limitations of the study

12



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter presents the literature review. Fiastheoretical review is provided
focusing on theories that explain the need forepriegulations in the economy. The
theories are public interest theories of regulatiat states that regulation of firms or
other economic actors contributes to the promotibthe public interest and general
economic theories of regulation. Secondly, the ecglireview of the studies that

have been done on the effects of price regulabonsil marketers is made.

2.2 Theoretical Review
This study is based on an overview of two main iti@as of economic theories.
These are the public interest theories of regulatend the general economic theories

of regulation.

2.2.1 PublicInterest Theories of Regulation

The first group of regulation theories proceedsmfréhe assumptions of full
information, perfect enforcement and benevolentulagrs. According to these
theories, the regulation of firms or other econoattors contributes to the promotion
of the public interest. This public interest cartlier be described as the best possible
allocation of scarce resources for individual amdlective goods and services in
society. In western economies, the allocation @free resources is to a significant
extent coordinated by the market mechanism. Inrthebcan even be demonstrated
that, under certain circumstances, the allocatioresources by means of the market
mechanism is optimal (Arrow, 1985). Because thesmeditions do frequently not
apply in practice, the allocation of resources @& optimal from a theoretical

perspective and a quest for methods of improvirg riésource allocation arises

13



(Bator, 1958). This situation is described as aketafailure. A market failure is a
situation where scarce resources are not put o ltiighest valued uses. In a market
setting, these values are reflected in the pricg®ods and services. A market failure
thus implies a discrepancy between the price ouevalf an additional unit of a

particular good or service and its marginal costespurce cost.

Ideally in a market, the production by a firm shibeixpand until a situation arises
where the marginal resource cost of an addition&l equals its marginal benefit or
price. Equalization of prices and marginal costsrabterizes equilibrium in a
competitive market. If costs are lower than theegivnarket price, a firm will profit

from a further expansion of production. If coste &igher than price, a firm will

increase its profits by curtailing production uriice again equals marginal cost.
Market equilibrium, and more generally equilibriwhall markets is thus a situation
of an optimal allocation of scarce resources. s ffituation supply equals demand
and under the given circumstances can market @al@no better. A great number of
conditions have to be satisfied for an optimal @leon in a competitive market

economy to exist (Boadway and Bruce, 1984).

One of the methods of achieving efficiency in thieaation of resources when a
market failure is identified is government reguwati(Arrow, 1985). In the earlier
development of the public interest theories of fajon, it was assumed that a market
failure was a sufficient condition to explain gawerent regulation (Baumol, 1952).
But soon the theory was criticized for its Nirwaaq@proach, implying that it assumed
that theoretically efficient institutions could Been to efficiently replace or correct
inefficient real world institutions (Demsetz, 1968)his criticism has led to the

development of a more serious public interest thebmregulation by what has been

14



variously referred to as the “New Haven” or “Praggiee School” of Law and
Economics (Noll, 1989). In the original theory, tinansaction costs and information
costs of regulation were assumed to be zero. Bydakccount of these costs, more
comprehensive public interest theories develogetbuld be argued that government
regulation is comparatively the more efficient ington to deal with a number of
market failures (Whynes and Bowles, 1981). For gdanmwith respect to the public
utilities it could be argued that the transactiastcof government regulation to
establish fair prices and a fair rate of return laseer than the costs of unrestricted

competition (Goldberg, 1979).

Equivalently, it could be argued that social regalain some cases would be a more
efficient institution to deal with the pollution tfie environment or with dealing with
accidents in the workplace than private negotiatibatween affected parties could.
Regulators would not be plagued by failures initfiermation market and they could
more easily bundle information to determine thenpavhere the marginal cost of
intervention equalizes the marginal social bendftsch, 1988). These more serious
versions of the public interest theories do notiassthat regulation is perfect. They
do assume the presence of a market failure thataign is comparatively the more
efficient institution and that for example derediada takes place when more efficient
institutions develop. These theories also assumae fbliticians act in the public
interest or that the political process is efficiand that information on the costs and

benefits of regulation is widely distributed anc#able (Noll, 1989).

Summarizing, the public interest theories of regafadepart from essentially three
assumptions: the prevalence of a market failure, @gesumption of a ‘benevolent

regulator’ or, alternatively, an efficient politicarocess and the choice of efficient
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regulatory institutions. Starting from the alloceti of scarce resources by a
competitive market mechanism, four types of mafkdtres can be distinguished.
Discrepancies between values and resource costarssas a result of imperfect
competition, unstable markets, missing markets ndesirable market results.
Imperfect competition will cause prices to devidtem marginal resource cost.
Unstable markets are characterized by dynamic iaieficies with respect to the
speed at which these markets clear or stabilizes&hnstabilities waste scarce
resources. Missing markets imply the demand foraflgosaluable goods and services
for which total value exceeds total cost but whatees or markets do not arise. And
finally, even if the competitive market mechanisiio@ates scarce resources
efficiently, the outcomes of the market processeghtnstill be considered being

unjust or undesirable from other social perspestiertog, 2010).

2.2.2 General Economic Theories of Regulation

In legal and economic literature, there is no fixiadinition of the term ‘regulation’.

Some researchers consider and evaluate variousitaefs and attempt through
systematization to make the term amenable to fudhalysis (Morgan and Yeung,
2007). Others almost entirely abstain from an egadinition of regulation (Ekelund,

1998). In order to delineate the subject and bexafighe limited space, a further
definition of regulation is nevertheless necesséarythis article, regulation will be

taken to mean the employment of legal instrumenmtshfe implementation of social-
economic policy objectives. A characteristic ofdemstruments is that individuals or
organizations can be compelled by government toptpmwith prescribed behavior
under penalty of sanctions. Corporations can beeflyr for example, to observe

certain prices, to supply certain goods, to stay @ucertain markets, to apply
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particular techniques in the production processoopay the legal minimum wage.
Sanctions can include fines, the publicizing oflaiions, imprisonment, an order to
make specific arrangements, an injunction againghhalding certain actions,

divestiture of businesses or closing down the Bssn

A distinction is often made between economic andasaegulation, for example
Viscusi, Vernon and Harrington (2005). Two typesecbnomic regulations can be
distinguished: structural regulation and condugutation (Kay and Vickers, 1990).
Structural regulation concerns the regulation & tharket structure. Examples are
restrictions on entry or exit, and rules mandatiingns not to supply professional
services in the absence of a recognized qualiinatConduct regulation is used to
regulate the behavior of producers and consumetiseimarket. Examples are price
controls, the requirement to provide in all demati# labeling of products, rules
against advertising and minimum quality standaEtsonomic regulation is mainly
exercised on so-called natural monopolies and matkactures with imperfect or
excessive competition. The aim is to counter thgatiee welfare effects of dominant
firm behavior and to stabilize market processescidboregulation comprises
regulation in the area of the environment, occupat health and safety, consumer
protection and labor (equal opportunities and so lmstruments applied here include
regulations dealing with the discharge of environtalty harmful substances, safety
regulations in factories and workplaces, the olibgato include information on the
packaging of goods or on labels, the prohibitionthed supply of certain goods or
services unless in the possession of a permit andibg discrimination on race, skin

color, religion, sex, or nationality in the recragnt of personnel.
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The economic literature distinguishes between pesiand normative economic
theories of regulation. The positive variant aimgtovide economic explanations of
regulation and to provide an effect-analysis ofutagon. The normative variant
investigates which type of regulation is the moBicient or optimal. The latter

variant is called normative because there is uguatl implicit assumption that
efficient regulation would also be desirable; foe tistinction between positive and
normative theories see the discussion between BE2@3) and Hennipman (1992).
This article will concentrate on general explanatand predictive economic theories
of regulation. In this respect two preliminary reksa are in order. First, the
mainstream economic literature is implicitly or égply critical of the public interest

theories of regulation. These theories are oftemght to be ‘normative theories as
positive analysis’ (Joskow and Noll, 1981), implyithat the evaluative theoretical
and empirical analysis of markets has been useckxjain actual regulatory

institutions in practice.

The public interests theories of regulation arecdbsd as rationalizing existing
regulations, while private interest theories arsecdssed as theories that explain
existing regulation (Ogus, 2004). According to sootieer authors, there even is no
such thing as public interest theories of regukabo they are a misinterpretation and
have lost validity (Hantke-Domas, 2003). To havepraper discussion on the
evaluation and appraisal of economic theories gfilegion, it would be desirable to
explicitly proceed from evaluation criteria thatweebeen developed and are subject of
debate in the methodological literature on the aigpt of theories (Dow, 2002).

Some of these criteria would be for example interoansistency, empirical
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corroboration, plausibility and more. By making tixealuation criteria explicit, the

appraisal of economic theories of regulation wdaddome more precise and explicit.

The second remark pertains to the concept of régnlaA distinction is often made
between legislation and regulation. Usually in $éagion regulatory powers are
allocated to lower level institutions or officialBhe result of the use of that power by
these officials or institutions is then called riegion. Within the perspective of some
explanatory theories, the distinction between ramouh and legislation does not
always add much additional explanatory or predectwalue to regulatory theories.
The explanatory power of a market failure as aidgvforce of public interest
regulation for example, does not really depend twether decision making powers
have been centralized or decentralized. From gpleespectives, the distinction is
important. The explanatory power of variables lilemt seeking and capture may
differ according to the level of regulatory decisionaking. According to some
theories, delegation may help to prevent inefficieent extraction by politicians
(Shleifer and Vishny, 1998). According to otherbatt is where problems of

unaccountable regulators begin (Martimort, 1999).

2.3 PriceRegulation and Marketing Strategy

Price cap regulation adjusts the operator’s praae®rding to the price cap index that
reflects the overall rate of inflation in the ecamng the ability of the operator to gain
efficiencies relative to the average firm in theommmy, and the inflation in the

operator’s input prices relative to the average fin the economy. Price regulation is
most commonly used for public utilities charactedzas natural monopolies. If

allowed to maximize profit without restraint, theige charged would exceed

marginal cost and production would be inefficiddowever, because such firms, as
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public utilities, produce output that is deemedeasial for the public, government

steps in to regulate or control the price.

From Porter’s (1983) competitive model, there amumber of strategies that firms
can use to compete in the market. When pricing ssategy is controlled through
regulation, it then ceases to be a competitiveofa¢tirms therefore have to come up
with other strategies like cost and quality leadgrsinnovativeness and customer

service.

24 Empirical Review

Chen (2006) studied the evolution of and the unydeylconsiderations of China’s oil

pricing policies. The researcher aims to analyze had why China takes such an
approach in reforming its oil pricing mechanismsg avhy China can’t realistically

remove the market distortions arising from governnietervention. Market solutions

only wreak chaos due to the petroleum market’s wdeelopment in China. When

market disorder arises, the government has totresadministrative means.

Hertog (2010) reviewed the economic theories ofilegn. It discusses the public
and private interest theories of regulation anddtitecisms that have been leveled at
them. The paper reviews rate of return regulatjgnice-cap regulation, yardstick
regulation, interconnection and access regulatiangd franchising or bidding

processes. The primary aim of those instrumentgoismprove the operating

efficiency of the regulated firms. Huge investmewi§ be needed in the regulated
network sectors. The question is brought up if f&guy instruments and institutions
primarily designed to improve operating efficierarg equally well placed to promote
the necessary investments and to balance the ingsalinflicting interests between

for example consumers and investors.
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Seo and Shin (2010) study the impact of PCR on ymtddty growth in the US
telecommunications industry between 1988 and 19B8 authors identify a
“pronounced positive effect of PCR on growth.” THend that 24 of the 25 firms in
the sample “experienced an increase in mean teoical change” and that 23 of the
25 firms “experienced an increase in annual praodigtgrowth following the
implementation of regulation”. In her study of eaolge markets in the US between
1991 and 2002, Eckenrod (2006) corroborates eaflitings that price cap
regulation is associated with higher earnings éguutated suppliers. She observes that
the higher earnings reflect reductions in bothgwiand production costs. Eckenrod
(2006) concludes that both the mean marginal aosbésic residential service and

the mean real residential price decreased followhegshift to PCR.

Tardiff & Tailor (2003) carried out a study on Afitng Price Regulation with

Telecommunications Competition. They discuss themaeand practical aspects of
the evolution of price regulation as retail comgp@ti increases and as regulators
mandate extensive availability of wholesale semidearticular issues include (1)
adjusting price change or productivity expectati@ss the proportion of services
subject to price regulation decreases, (2) whe#aenings’s sharing is compatible
with more limited price regulation, and (3) compdiily among wholesale and retail

price and quality regulation. The paper concludgsidscribing recent developments

in specific jurisdictions and recommends directitorsfuture incentive regulation.

Majumdar (2010) evaluated the impact of the intaighn of incentive regulation on
firm growth among the population of local excharggeriers in the United States
telecommunications industry between 1988 and 200&. results show that the rate

of return method has a negative impact on firm gnowhile the introduction of pure
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price caps schemes had a positive and significapaact on firms’ growth. These
results highlight the importance of proper and appate incentive compatible

mechanism design in motivating firms to strive $aperior performance.

Bijl & Peitz (2001) carried out a study on pricguéation in the retail and wholesale
market and answer to what extent such regulatoligypoan stimulate competition.
Our main finding is that, in the short run, asymmeeaiccess price regulation is an

effective instrument to make the entrant and comsarbetter off.

Kverndokk & Rosendahl (2010) carried out a study tbe effects of transport
regulation on the oil market and whether the mapgater matters in such a case.
Popular instruments to regulate consumption ofoihe transport sector include fuel
taxes, biofuel requirements, and fuel efficienclyeif impacts on oil consumption and
price vary. They show that if market power is prese the oil market, the directions
of change in consumption and price may contrastethio a competitive market. As a
result, the market setting impacts not only theaf¥eness of the policy instruments
to reduce oil consumption, but also terms of tradd carbon leakage. In particular,
they show that under monopoly, reduced oil consionptlue to increased fuel

efficiency will unambiguously increase the priceodf
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction
This chapter describes the research methodologywhsa used in the collection of
data and analysis in order to help attain the ¢ives of the study. It is divided into

research design, population of study, data coblectand data analysis methods.

3.2 Research Design

A descriptive survey of all oil marketing companiaskenya was conducted. This
study aimed to establish the effects of price rayuhs on oil marketing companies.
According to Mugenda & Mugenda (1999) the purpokédeascriptive research is to
determine and report the way things are and itshelpestablishing the current status
of the population under study. Borg & Gall (199&)ten that descriptive survey
research is intended to produce statistical inféilonaabout aspects of a study that

interest policy makers.

3.3 Population of study

The population of this study was all the registevédnarketers in Kenya. According
to the ERC (2013) there are 45 oil marketers opwyan the country. This was the
population. Since the population was small, theaesher decided to use a census of

all the firms.

3.4 Data Collection

In this study primary data was used to investighte relationship between price
regulation and oil marketers in the country. Prindata was obtained through a
guestionnaire which is the most appropriate metbibdata collection as it allows
access to large databases and the use of advaatstcal techniques (Borg & Gall

1996). The questionnaires were structured to nfeetobjectives of the study. The
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closed ended questions helped capture the rebaltsvere quantified during analysis
and were based on a likert scale. The questiormaeze then administered by the
researcher in order to capture all the issues medjund also to avoid low response
rates. The questionnaire had two sections, the deapbics section and the study

information section. Marketing managers were tispoadents in this study.

3.5 DataAnalysis

After collecting data, the data was analysed udwwg methods based on the
objectives of the study. To determine the implmasi of price regulation on the oll
marketing strategies of firms, a before-after asialyvas required. To competently
undertake this therefore, the study used pairedttto establish whether there are any
significant differences in pricing strategies adlvas overall marketing strategies of
firms before and after the introduction of pricepgan the oil industry. These
differences, if significant at 5% level of signdicce, were interpreted accordingly for

whether price regulations had led to the differenoemarketing strategies.

To analyse the second objective of the study whsclught to establish the
effectiveness of oil marketing strategies adoptgdfibns to cope with the price
regulations, the study adopted a descriptive arsalphere percentages and mean
score values were used to interpret the results.rébults are presented in tables and

graphs where necessary.
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CHAPTER FOUR: RESULTSAND INTERPRETATION

4.1 Introduction

This chapter presents the results of the study.chlapter is organised as follows. The
first section presents the results of bio-dateofedd by the results on the implication
of price regulations on marketing strategies of marketing firms in Kenya then

lastly effectiveness of Marketing Strategies of Cdmpanies.

4.2 Profileof Oil marketing companies

A company profile allows the firm to inform custorseand the general public what
kind of company it is, its core business, the kaidoroducts and services it offers,
how it takes on risks, how its performance is ao@ bong it has been in business and
is also responsible for creating a good image terésted parties. The purpose of this
section was to find out how long the oil marketfivghrs had been in operation to be
able to establish if the firms had been in busih@sg enough to be able give accurate
information on the effects of the price regulatiombe study was carried out on all
the 45 registered oil marketing firms. Data wastwagnl using the interval scale
where the respondents were asked to state thewjeam their company begun its

operations in Kenya. The results are shown in eidur
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Figure 1: Profile of Oil marketing companies

Less than 2
years; 14%

5-7 years; 29%

2 -4 years; 57%

As shown above, 14% of the companies surveyed bad im operation in Kenya for
less than 2 years, 57% had operated for 2 — 4 yat29% for 5 — 7 years. This
shows that most of the oil firms surveyed had hieesperation for more than 2 years
and therefore were capable of giving true picturehe effects of price regulation

since they had been in operation before and dfeeptice caps were introduced.

Company size is dependent on what one wants to a&sigeh It can either be total
revenue, number of employees or total assets. @itee company was important to
be able to establish the composition of the ingudto be able to know if the industry
is mostly composed of small, medium or large congmnThe respondents were
asked to state the number of employees their colmpdiad at the time of the study.

The results are shown in Figure 2.
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Figure 2: Size of Companies

Less than 50;
14%

COver 400; 29%

201-400; 14% 50-200;42%

As the results show, 14% had less than 50 employ&8s had 50 — 200 employees,
14% had 201 — 400 employees, and the remaining B@&oover 400 employees.
Since these numbers depict the size of the firtregan be noted that the composition
of firms that took part in the survey was a mixe@ sanging from mid-sized to large

firms.

Market coverage is the number of active retail amblesale petrol stations that a
company has relative to a saturation level that gefroleum products in a given
market. The aim of this section was to examinedifferent market coverage of all
the firms that took part in the study by examinihg number of stations each of them
had in Kenya. Data was captured by asking the refgids to state the number of
stations the firm had minimum number being 20 ardimum being over 200. The

results are shown in Figure 3.
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Figure 3: Number of Fuel Stations

101- 200;14%

51-100; 14%

20-50;15%

The results shown in the figure above show that ®f%e firms had less than 20
stations, 15% had 20 — 50 stations, 14% had 510-sfdlions, and another 14% had
101 — 200 stations. Thus, the market was dominayesmall firms with less than 20

stations in Kenya.

4.3 Implications of Price Regulationson Marketing Strategies

Pricing is a very important marketing strategy thiatnarketing firms use to compete
in the market since the product is homogenous fiverecannot be differentiated.
When pricing as a strategy is controlled throughulation, it then ceased to be a
competitive factor. In the absence of price stratdgerefore, firms have to adopt
other competitive strategies to gain an edge dweir competitors is regulated, then

pricing as a strategy is affected.

An effective pricing strategy is important to erebil marketing firms to achieve the
desired level of profitability regardless of themarketing or sales efforts. The study

sought to determine the effectiveness of pricingategy before and after the
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introduction of price caps by the government thioudpe Energy Regulatory

Commission. The results are presented in Table 1.

Tablel: Effectiveness of Pricing Strategy before and after priceregulations

Effective (%) Mean SD

Effectiveness of pricing before price caps 72 4.000.77

Effectiveness of pricing after price caps 14 3.00 .540

Respondents were asked to state how effective phieing was before and after the
introduction of the regulations by choosing onetlad following; very in effective,
ineffective, moderate, effective or highly ineffi@et The results show that 72% of the
total number of respondents agreed that the prisirgjegy was effective before the
regulations and only 14% agreed that it was effectfter the introduction of
regulations. The mean of 3.00 for after introduttid price caps as compared to 4.00
of before suggests that regulations highly and tngjg influenced the effectiveness

of their pricing strategies. The standard values abnfirm the percentages.

Table2: Effectiveness of Pricing Strategy after Regulations
Paired Differences t df p-
Mean SD SE 95% Confidence Interval of value
Mean the Difference
L ower Upper
1.00000 .93934 .15878 67733 1.32267 6.298 44 .01
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A paired sample t-test for the mean scores befodeafter the introduction of pricing

regulations showed that the differences in the nvezne significant at the 1% level of
confidence (t = 6.298, df = 44, p < 0.01). Therefdhe results suggest that pricing
regulations significantly led to the ineffectiveaes using pricing as a strategy for oll
marketing firms to compete in the market hence rired to use other marketing

strategies to compete.

Companies used various marketing strategies béferentroduction of price controls
to gain a competitive advantage. The study souglstablish the various marketing
strategies that had been adopted before the inttiotu of price caps by the
government through the Energy Regulatory CommissR@spondents were asked on
a scale of 1 to 5 to rank which strategy was leasployed and which one was the

most employed. The results are in table 3.

Table 3: Marketing Strategies before Price Regulations

Strategy Mean SD
Pricing strategy where we price lower than our cetitqrs 4.57 0.74
Offering high quality products 4.00 1.08
Improved service quality 3.43 0.74
Low cost strategy 3.14 1.37
Innovation 3.00 0.94
Focus strategy by targeting specific market segment 3.00 1.63

The results show that the marketing strategieswiea¢ highly employed were pricing

strategy where oil marketers priced lower thanrtbempetitors (mean = 4.57; SD =
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0.74) and offering high quality products (mean 804.SD = 1.08). The results further
show that focus strategy by targeting specific rmadegments and innovation were
the least employed each with a mean of 3.00. dadd to the assertion that before
price caps were introduced by the Government ofyepricing was a strategy that

was most employed by oil marketing firms to competde market.

After introduction of price regulation, companieadhto adopt other marketing
strategies since their main strategy which wasngicould not be effectively applied
because it was regulated. The study sought todugkamine the marketing strategies
adopted by the firms after the introduction of praps by the government through
the Energy Regulatory Commission. Respondents agsen asked on a scale of 1 to
5, to rank the strategies that were least adoptedwanich ones were most adopted

after the price caps were introduced. The resvétsraTable 4.

Table4: Marketing Strategies after Price Regulations

Strategy Mean SD
Improved service quality 457 0.74
Offering high quality products 443 0.50
Low cost strategy 3.71 0.71
Focus strategy by targeting specific market segsnent 3.71 1.04
Innovation 329 141
Pricing strategy where we price lower than our cetitqrs 2.71 1.41

The results reveal that the most favoured strasegiere improved service quality
(mean = 4.57; SD = 0.74) and offering high quaptpducts (mean = 4.43; SD =
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0.50). The least employed strategies were pricmgafph = 2.71; SD = 1.41) and

Innovation (mean = 3.29; SD = 1.41).

The introduction of price caps influenced the vasionarketing strategies to different
extents. The aim of this section was to establshwvhat extent the price caps
influenced the marketing strategies of the oil netirlg firms. The respondents were
further asked to state the extent to which theydhd the marketing strategies of oll
marketing firms in Kenya have been influenced by timtroduction of price

regulations by the Government. The results areainld 5.

Tableb: Extent to Which Regulations Influence Marketing Strategies
Extent Frequency Percentage
Moderate extent 7 16
Large extent 23 51
Very large extent 15 33
Total 45 100

The results reveal that 16% thought the regulatiorikienced their marketing

strategies to a moderate extent, 51% thought tiebys@ to a large extent and 33%
noted that they did so to a very large extent. Thogst (84%) of the respondents
were of the opinion that their marketing strategies=re largely influenced by the

price regulations introduced by the Government.
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44 Effectiveness of Marketing Strategies of Oil Companies.

Oil companies in Kenya adopt various strategiestrjo and gain competitive

advantage. For this goal to be achieved, the giete@adopted must be effective. The
business strategy perspective argues that achieamgpetitive advantage hinges on
pursuing a coherent competitive strategy. Thisieegiresents the results of analysis
on the effectiveness of marketing strategies ugenillcompanies in Kenya. The data
was captured using a 5-point Likert scale in thestjonnaires where respondents
were asked to state whether they felt their mamkesirategies were very ineffective,
ineffective, moderate, effective or highly effeetiv Analysis was done using

percentages, mean, standard deviation, and paiestl. fThe results are in Table 6.

Table6: Effectiveness of Marketing Strategies before and after Regulations

Effective (%) Mean SD

Effectiveness of marketing strategies before prages 72 4.00 0.77

Effectiveness of marketing strategies after prigesc 43 3.57 0.74

The results above show that 72% of all the 35 nedeonts agreed that the marketing
strategies were effective before the regulatiorsany 43% of all the 35 respondents
agreed that they were effective after the introiduncof regulations. The mean of 4.00
out of 5 before price caps and 3.57 out of 5 gitare caps suggests that regulations
highly and negatively influenced the effectivene$sheir marketing strategies and
this could be attributed to one aspect of marketvhgch is pricing which was greatly

affected. The standard deviations also confirmpéreentages.
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Table3: Effectiveness of Marketing Strategies after Price Regulations

Paired Differences t df p-
Mean Std. Std. 95% Confidence value
Deviation Error Interval of the
Mean Difference
L ower Upper
42857 1.31251 .22186 -.02229 87944 1932 44 .062

A paired sample t-test for the mean scores befodeafter the introduction of pricing
regulations showed that the differences in the nveare significant at the 10% level
of confidence (t = 1.932, df = 44, p < 0.1) butigmsficant at 1% and 5% levels of
significance. Given that this study chooses a figance level of 5%, it can therefore
be deduced that marketing strategies before ared #it introduction of pricing
regulations were not significantly different in es of their effectiveness and
therefore the regulations did not significantlyiireince the effectiveness of marketing

strategies of oil marketing firms in Kenya.

Price regulation by the government through Energguation Commission affected
oil marketing strategies in different ways depegdam the strategies that the firms
had adopted prior to price caps. This study sodd@blish the extent to which this
price caps had affected the marketing strategiesaoibus firms. The data was
captured using a 5-point Likert scale in the questaires where respondents were
asked to state the extent to which they thought i@ marketing strategies of oll
marketing firms in Kenya are effective especialer the introduction of price

regulations by the Government. The results are shiowable 8.
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Table8: Extent to Which Strategies are Effective after Regulations

Extent Frequency Percentage
Low extent 12 27
Moderate extent 13 29
Large extent 20 44
Total 45 100

The results shown in the table above reveal thét 89 the respondents agreed that
the marketing strategies were effective to a loteet 20% to a moderate extent, and
43% to a large extent. These results show thatntlaeketing strategies of oil
marketing firms in Kenya were not effective as mashthey did before the price

regulations and the results corroborate those blel@above.

4.5 Discussion of Findings

The study sought to establish the implicationsrafepregulation on the oil marketing
strategies in Kenya. The results showed that gyicegulations significantly led to
the ineffectiveness of using pricing as a strategyil marketing firms to compete in
the market hence the need to use other marketiagegies to compete. This is
consistent with the findings of Eckenrod (2006)t theth the mean marginal cost for
basic residential service and the mean real resadgirice decreased following the

shift to Price Cap Regulation.

The study sought to determine the effectivenesslaharketing strategies adopted to
cope with price regulation in Kenya. It was reveatleat marketing strategies before

and after the introduction of pricing regulationgre/ not significantly different in
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terms of their effectiveness and therefore the letigms did not significantly
influence the effectiveness of marketing strategesil marketing firms in Kenya.
This is inconsistent with Majumdar (2010) who fouth@t the introduction of pure

price caps schemes had a positive and significapact on firms’ growth.
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CHAPTER FIVE: SUMMARY, CONCLUSIONS AND
RECOMMENDATIONS
5.1 Introduction

This chapter presents the summary of findings, losmans made from the study,
limitations of the study, recommendations for ppliand practice, and areas for

further research.

5.2 Summary of Findings

The study found that most of the oil firms (86%3 teen in operation for more than
two years. The results also showed that 86% of films had more than 50
employees. It was revealed that 57% of the firnt Ieas than 20 stations. The study
found that 72% of the respondents agreed that tleng strategy was effective
before the regulations and only 14% agreed thay there effective after the
introduction of regulations. A paired sample t-testthe mean scores before and after
the introduction of pricing regulations showed ttieg differences in the mean were

significant at the 1% level of confidence (t = @2€f = 44, p < 0.01).

The study showed that the marketing strategies wat highly employed were

pricing strategy where marketers price lower thairtcompetitors (mean = 4.57) and
offering high quality products (mean = 4.00). Tlesults further showed that offering
credit to customers and focus strategy by targetpegific market segments were the
least employed each with a mean of 3.00. The stadgyd that the most favoured

strategies after the introduction of price regolasi were improved service quality
(mean = 4.57) and offering high quality producteém = 4.43). The least employed
strategies were pricing (mean = 2.71) and Innowafinean = 3.29). The study found

that most (84%) of the respondents were of theiopithat their marketing strategies
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were largely influenced by the price regulationsaduced by the Government. The
study revealed that 72% of the respondents agregdhe marketing strategies were
effective before the regulations and only 43% adgjtbat they were effective after the
introduction of regulations. A paired sample t-testthe mean scores before and after
the introduction of price regulations showed the tlifferences in the mean were
insignificant at the 5% level of confidence (t 932, df = 44, p > 0.05). The study
revealed that after the introduction of pricing ukgion, 43% of the respondents

agreed that the marketing strategies were stiiotiffe.

5.3 Conclusons

The study concludes that pricing regulations sigaiftly led to the ineffectiveness of
using pricing as a strategy for oil marketing firomscompete in the market hence the
need to use other marketing strategies to compée.regulations had a significant
impact on the pricing strategies of oil marketingng in Kenya. The study also
concludes that marketing strategies before and dlffte introduction of pricing
regulations were not significantly different in es of their effectiveness and
therefore the regulations did not significantlylueince the effectiveness of marketing

strategies of oil marketing firms in Kenya.

The study further concludes that the marketingtesgias of oil marketing firms in
Kenya were not as effective currently as they wetore price regulations. This is
attributed to the fact that pricing, which is arsestial component of marketing
strategies, had been regulated and therefore fleetigéness of entire marketing

strategy was affected.
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54 Recommendations

This study recommends that Government regulationprices should be undertaken
with care as these go a long way in affecting thitg of firms to compete especially
on pricing, a major component of marketing, anadfere affect marketing strategies
of organisations. Oil marketing firms should foau®re on innovation, quality of
products, as well as superior customer servicerdieroto compete in the market. A
marketing strategy that focuses on building bettestomer relationships would

provide a better avenue for oil firms to compete.

Other firms which are at the risk of being regufaite terms of price caps should take
lessons from the oil marketing firms and focus ¢timeo marketing strategies that can
enhance their competiveness in the market andusbtfgcus on pricing. But should
pricing still be a major component of the sameasiimportant that cost reduction
strategies be put in place to enable them prodtidewaer costs than others and

therefore enable firms to compete on pricing evéh price caps in place.

5.5 Suggestionsfor Further Research

The study suggests that more studies be carriecespecially with a longitudinal
design in mind in order to establish the evolut@nmarketing strategies over the
period of price regulation. The study also sugg#sis more than one source of data
be used in future for such studies in order tovalfor triangulation of data from

various data sources.
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APPENDICES

Appendix 1: Research Questionnaire
Section A: Demogr aphics

1. Company name:

2. Your position in the company:

3. When did your company begin its operations in Kén$tate the year.

4. How long have you been working in the company?

Less than 2 years [ ]

2 — 4 years [ ]
5—7 years [ ]
Over 7 years [ ]

5. How many employees does the company have?

Less than 50 [ ]
50 - 200 [ ]
201 - 400 [ ]
Over 400 [ ]

6. How many stations does the company have in Kenya?
Less than 20 [ ]
20 -50
51-100
101 - 200
Over 200
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Section B: Implications of Price Regulationson Marketing Strategies
7. What can you say about the effectiveness of ypucing before the
introduction of price caps by the government thiotige Energy Regulatory

Commission?

Very ineffective [ 1]
Ineffective [ ]
Moderate [ ]
Effective [ 1]

Highly effective [

—_

8. What can you say about the effectiveness of yaun'si pricing strategies
after the introduction of price caps by the governmémbugh the Energy

Regulatory Commission?

Very ineffective [ 1]
Ineffective [ ]
Moderate [ ]
Effective [ ]

Highly effective [ ]

9. What marketing strategies had you adoptefbre the introduction of price
caps by the government through the Energy Regyl@ommission? Tick the
extent to which each strategy had been employedenihe least employed
strategy while 5 = highly employed strategy.

Strategy 1123 |4 |5

Offering high quality products

Innovation

Improved service quality

Low cost strategy

Focus strategy by targeting specific market segment

Pricing strategy where we price lower than our cetitqrs
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10.What marketing strategies have you adom#er the introduction of price
caps by the government through the Energy Regyl@ommission? Tick the
extent to which each strategy has been employedevihe least employed
strategy while 5 = highly employed strategy.

Strategy 1,234 |5

Offering high quality products

Innovation

Improved service quality

Low cost strategy

Focus strategy by targeting specific market segment

Pricing strategy where we price lower than our cetitqrs

11.To what extent do you think that the marketing teyges of oil marketing
firms in Kenya have been influenced by the intraauncof price regulations

by the Government?

Very low extent [ ]
Low extent [ ]
Moderate extent [ ]
Large extent [ ]

Very large extent [ ]

Section C: Effectiveness of Marketing Strategies of Oil Companies
12.How effective were your marketing strategiesore the introduction of price

caps by the government through the Energy Regyl@ommission?

Very ineffective [ 1]
Ineffective [ ]
Moderate [ ]
Effective [ ]

Highly effective [ ]
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13.How effective are your marketing strategefter the introduction of price

caps by the government through the Energy Regyl@ommission?

Very ineffective [ 1]
Ineffective [ ]
Moderate [ ]
Effective [ ]

Highly effective [ ]

14.To what extent do you think that the marketing tegges of oil marketing
firms in Kenya are effective especially after thatroduction of price

regulations by the Government?

Very low extent [ ]
Low extent [ ]
Moderate extent [ ]
Large extent [ ]

Very large extent [ ]

TheEnd
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Appendix 2: List of Oil Marketing Companies

Kenol Kobil
Total Kenya
Vivo Energy
LibyaOill

Gulf Energy
National Oll
Hass Petroleum
Dalbit

Towba

© © N o g s~ wDdhPE

10.Gapco
11.Hashi Energy
12.Bakri

13. Addax
14.Fossil
15.Royal
16.Galana Oil
17.0ryx Energies
18. Global
19.Eco Oill

20. Ainushamsi
21.Mogas Kenya Ltd
22.Olympic
23.Petro Ol
24.Banoda
25.Al-leyl

26.0Ill City
27.Intoil
28.Kamkis
29.Tosha
30.Alba

31.0ne Petroleum
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32.Regnol
33.Rivapet
34.Ranway
35.Essar
36.Jade

37.E. A Gasoil
38.Keroka

39. Afrioll
40.Fast Energy
41.City Oil Kenya Ltd
42.Ramiji
43.Trojan
44.Kencor
45.Emkay

Source: Petroleum Institute of East Africa (2012)

http://www.petroleum.co.ke/index.industrydata
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