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ABSTRACT

Diversification and innovation aresome ofthe most useful tools in ensuring that
organizations survive the turbulent and competiteresironment in today’s business
arena. Due to high competition and demand for prtsdand services that meet the
changing customer’s needs, organizations have p@ehhan to remain innovative as
well as diversify their operations through genemraiof new ideas, processes and products
as well as expand internally and externally. Mad@ustry in Kenya and globally is no
exception and hence this research was conductedtablish how Nation Media Group
has adopted diversification and innovation stra&egio remain competitive and to
continue growing in light of the changing environmhdacing media industry. The
research was conducted through a case study aacdalyzed through content analysis.
The data was collected from respondents drawn Sopervisory and management level
and cutting across the various departments witténdrganization. The study observed
that Nation Media Group had embraced the diveedifim and innovation within its
objective, mission and vision and this has madeetbiggest media house in east and
central Africa. It has continued to grow its protiliges as well as expand its reach in the
region. The study at the same time recommends thgatcompany need to continue
venturing in innovative projects that will add valto all stakeholders. This is the only
way that Nation Media can sustain its lead in thelia industry in the region and at the
same time serve its customers with relevant predaetd services while growing
shareholders wealth. The study however cautionsnth@agement against adopting
projects that are half baked thereby contributimgvarranted costs and exposing the
organization to risks that may deter achievemeiitsofision.
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CHAPTER ONE: INTRODUCTION

1.1 Background of The Study

Today’s competitive environment presents difficcitallenges for executives in many
mature organizations: global competition, industoyvergence, disruptive technologies,
new entrants, evolving customer needs, and thel regpnmoditization of products and
services. It is during the last decades that innonaand diversification increasingly
gained the attention of both scholarly and busicessmunities as valuable strategies for
achieving sustainable competitive advantage and performance. From a strategic
management perspective, firms therefore need teeldevthe capacity to formulate
business ideas, to assess and select them, amglement them effectively if they are to

develop economically viable and high-growth bussnesntures.

Facing ongoing growth and earnings pressures, @ixecgponsors of senior-level action
learning programs are increasingly asking partiipao ‘think differently’ about the
business, to look at markets expansively, and tweptualize new sources of customer
value that will catalyze new businesses and revesineams (Hambrick, 2003).
Organizations are open systems that are influefigethe external environment and
should use available resources of people, strustared processes aligned with the right
business strategy to yield gains in performancigciency, and productivity (Matsuno

and Mentzer, 2000). In other words, they are astongtrategic innovation.

Media industry in Kenya has encountered severdlastges in the recent past in coping

with the ever changing environment. This is esplgcso because with the advent of



technological changes and the development of congid faster platforms of conveying
news. The proliferation of social media and inteérménich transmits news real time as
well as need to go digital has greatly affectedahtpaind electronic media. Nation Media
Group has managed to weather most of these chaletigough introduction of new
products and different lines of income and at tme time improve on current processes
through innovation. It is as a result of all them®d other developments that media
companies must embrace innovation and diversiboatd remain afloat and survive in

this turbulent environment.

1.1.1 Concept of strategy

Mintzberg defined strategy as a pattern in a strefdecisions” to contrast with a view
of strategy as planning while Max McKeown (2011pwes that "strategy is about
shaping the future" and is the human attempt totgetdesirable ends with available
means. Johnson and Sholes (Exploring Corporatetegia define strategy as the
direction and scope of an organization over thg@mm: which achieves advantage for
the organization through its configuration of remms within a challenging environment,
to meet the needs of markets and to fulfill stakedio expectations. Thompson and
Strickland (1987) observe that strategy consistéoof components including product-
market scope, growth vector, competitive advaniageé synergy. The product-market
aspect of the strategy indicates the particulaustries to which the firm confines its

product market position and compete for patronage.

Organizational strategy is the creation, implemigoaand evaluation of decisions within

an organization that enables it to achieve its @ objectives. Organizational strategy
2



specifies the organization’s mission, vision angeotives and develops policies and
plans, often in terms of projects and programsateck to achieve the organization’s
objectives. It also allocates resources to implaénteem. Organizational strategy is
related to organizational studies, an academid fieht analyzes organizations and what
makes them succeed or fail. It provides overallection for the organization.
Formulating a strategy combines the following thmegn processes. The first process is
performing an analysis of the organization’s sitwatnternal and external, micro- and
macro-environment. This means asking both whabiagyon with its competitors and
with each part of the organization. The second ggednvolves setting objectives both
short-term and long-term. This means creating wisiod mission statements. The final
process is developing a strategic plan that proevidetails about how to achieve the

organization’s objectives.

1.1.2 Diversification strategy

Diversification is a corporate strategy to increaates volume from new products and
new markets. Diversification can be expanding mttew segment of an industry that the
business is already in, or investing in a promidiuginess outside of the scope of the
existing business. Ansoff (1999) pointed out thati\gersification strategy stands apart
from the other growth strategies. The other busigeswth strategies are usually pursued
with the same technical, financial, and merchandisiesources used for the original
product line, whereas diversification usually regsia company to acquire new skills,
new techniques and new facilities. Note: The notidrdiversification depends on the

subjective interpretation of “new” market and “newfoduct, which should reflect the

3



perceptions of customers rather than managers.ethdproducts tend to create or

stimulate new markets; new markets promote proitctvation.

The strategies of diversification can include in#rdevelopment of new products or
markets, acquisition of a firm, alliance with a qdementary company, licensing of new
technologies, and distributing or importing a proddine manufactured by another firm.
Generally, the final strategy involves a combinatod these options. This combination is
determined in function of available opportunitiesla&onsistency with the objectives and

the resources of the company.

1.1.3 Innovation strategy

Innovation strategy- a fusion of strategy and iratmn is best understood as innovation
at the business concept level. It involves theothiction of new business models
(frameworks for creating customer and economicejalbat radically transform industry

economics and upend entire markets, often at therese of sleepy industry incumbents.
Constantinos Markides (2000) of the London Busin&hool, writes, ‘Strategic

innovation is a fundamental re-conceptualizatiomvbét the business is all about that, in
turn, leads to a dramatically different way of pleythe game in an existing business.
Innovation strategies adoption is a holistic, systec approach focused on generating
beyond-incremental, breakthrough or discontinuausovations. Innovation becomes
“strategic” when it is an intentional, repeatableogess that creates a significant
difference in the value delivered to consumersiaruers, partners and the corporation

(Hambrick, 2003). Mass media innovations are baseskcarcity.



When broadcasting frequencies are rationed, or whewnspaper presses represent
tremendous capital investments, media products rapgeal to the broadest markets
possible. In the 1980s, technological advances imgngrom satellite and cable
distribution to the Internet and digital cameradueed the barriers to entry in content
creation, production, duplication, and distributidinis allowed the emergence of content
creation for specific market segments. MTV, CNNd éime Weather Channel are classic
examples of such niche content. Not surprisingbdi@ences have demonstrated a clear
preference for media content that matches theierésts more closely than the
portmanteau fare that was the norm during previdesades. In the United Kingdom
between 1993 and 2003 the viewing share of noeg@ral channels (effectively those
offering niche content) increased from 6% to 33%tli@ expense of the mass market

networks).

1.1.4TheMediaindustry in Kenya

The media in Kenya is a diverse and vibrant growntustry which faces an uncertain
future. It includes four major daily newspapersrenthan 50 FM radio stations. Kenya’s
media industry has witnessed exponential growtherent years with the creation of
more newspapers, magazines, radio stations andh@wnels. The Kenya Broadcasting
Corporation (KBC) is assumed as the only nationwbdeadcaster (Rutten, Mazrui &

Grignon’s, 2001).

Although many Kenyans can claim to own a smallogalation, magazine or shares in a
listed media house, the real industry players awe. fAt the same time, the Kenya’'s

media are one of the most respected, thriving, istpated and innovative in Africa,
5



according to a policy briefing by the BBC World ee Trust. The report, which
records the role of the media and communicatiothén2007 General Election and their
aftermath, notes that over the past 15 years, #diarin Kenya have been increasingly
assertive and self-confident. They have played &stamtial role in mediating
relationships between citizens and state, in slgathe democratic dispensation in the
country and have transformed how some of the maliged people in society access

information on issues that shape their lives (LaR@908).

The mass media and communication sector in Kenyaires vulnerable to system-wide
pressures. The recent post-election violence amdeibulting ban on live broadcasting are
just two recent examples of this. The causes af dh¢ weak, irresolute and inadequate
legal, regulatory and policy framework inheritedrfr the colonial era. The growth and
development of the mass media and communicatiorbbar slow, stunted, haphazard
and often inconsistent with public and investorentptions over the years because of a
disenabling legal and policy environment. This ased the media houses to seek

strategies that may help them withstand the changmvironments.

1.1.5 Nation Media Group

Nation Media Group (abbreviated as NMG) is a Kenyaedia group listed on the
Nairobi Stock Exchange. NMG was founded by Aga Kharin 1959 and is the largest
private media house in East and Central Africa witfices in Kenya, Uganda, Rwanda
and Tanzania. In 1999, NMG launched NTV, a newswebhin Kenya, and Easy FM.
The group publishes The EastAfrican, Daily Natidterfya's largest newspaper), The

Business Daily, Daily Monitor, The Citizen, Mwan#incTaifa Leo and Mwanaspoti.
6



The Daily Nation and the Sunday edition of the sam@e&spaper, the Sunday Nation, are
currently celebrating their 50th anniversariesnded by the Nation Media Group as 50
Golden Years. NMG owns 76.5% stake in the MonitoblRations Ltd in Uganda and
100% of the Mwananchi Communications Ltd in Tanaafihe two outfits have added a
significant amount in the group’s revenue, and NtmniPublications Ltd (including
KFM) returned handsome profits in 2012. Mwananchim@hunications Ltd (including
Mwananchi, Mwanaspoti and the Citizen) are on ahpdb profitability

(www.nationmedia.comm

In an effort to strategically position its uniquesethe Nation Media Group possesses
unique underlying characteristics which are exbibiby the way of organization and
structure. The company is organized around its dmgness, making it to be highly
valued in terms of products and the services dffeiefar, a characteristic which makes
it responsive to developments in the wider businasd competitive environment
upholding a high degree of flexibility with regartlo strategy formulation,

implementation, evaluation and control (www.natictha.con).

1.2 Resear ch Problem

The need for organizations to adopt modern diveegibn and innovation strategies
cannot be overemphasized. In the past, howevery mayanizations have been able to
survive even with very limited amounts of divers#iion and innovation. They focus on
providing quality products and simply update them a level that maintains their

competitiveness in the market (Dodge, 2003). Ommidns need more than good



products to survive; they require innovative preessand diversification management
that can drive down costs and improve productivi@ignsumer expectations also drive
the amount of diversification and innovation in thearket. Customers are used to
products that continually improve and make thé& éasier. Modern consumers are more
informed and have more options in terms of whay they and who they buy it from.
Essentially, customers won't accept mediocrity beeahey know they can always go
somewhere else. Hence the need to realize thatatioa is important as it is one of the
primary ways to differentiate products from the gatition. If an organization cannot
compete on price, managers will need diversificaod innovative products and ideas

to make the business stand out from the crowd (@&ap2003).

Nation Media Group is the biggest media companiast and Central Africa and has
been the market leader not only in revenues buwt misthe variety of products and
product lines it manages. This has been occasibyéd strong focus on innovation and
diversification that seeks to generate new prodaci$ at the same time enhance the
existing processes. However, in order to mainthis lead, the company must embrace
new ways of doing things and expand their operatidrase through expansion and
strategic investment in order to align its strategh its vision to become media of

Africa for Africa.

A few studies have been done in Kenya on diveedifbtc and innovation strategies. For
example, Locally, Gitonga (2003) did a study onowettion processes and the perceived
role of the CEO in the banking industry. Kihumb#®@8) conducted a survey on the

determinants of financial innovation and its effecn banks performance in Kenya.
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Odhiambo (2008) carried out a research on the mnmv strategies at the Standard
Chartered Bank. None of these studies have beea idothe media industry and hence
the focus of this study was to identify diversifioa and innovation strategies adopted in
the media industry to enable survival and growthe Tstudy sought to answer the
qguestion; what are the diversification and innawatstrategies adopted by the Nation

Media Group, Kenya?

1.3 Resear ch Objectives

The objectives of the study were:

i.  To determine the diversification and innovatioratdgies adopted by the Nation
Media Group, Kenya.
ii.  To establish the drivers of diversification andamation strategies adopted by the

Nation Media Group, Kenya.

1.4 Value of the Study

The results of this study would valuable to they¢éded company managers —the Nation
Media Group and other media companies in the refiothey would realize how well

they can effect on the management approaches tewhedbetter performance of the
organizations. In this case, they may be able tduate on the diversification strategies

in place and come up with new innovation stratetfias drive company success.



This study would also be valuable to the governnwérifenya, especially the CCK in
that the results presented would lay the foundatibtheir policy works or help them
create more effective policies that govern the apens of the organizations at large. It is
through the results that they would also understardssues surrounding the growth in

the media companies.

This study would also be valuable to the futureaeshers and academicians who would
be pursuing studies in the same area of strategarsification and innovation. In this
case, this study would add to their knowledge whiléhe same time lay a foundation of

their further research in the same area.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter presented the literature review on dheersification and innovation
strategies adopted by organizations. The main gressented here were the concept of
strategy, theoretical review on diversification andiversification strategies,
diversification and innovation strategies adopteg drganizations, effect of the
diversification and innovation strategies on thefgrenance of organizations and; the

drivers of diversification and innovation strategjie organizations.

2.2 Concept of Strategy

According to Glueck, (2000) strategy is the unifiedmprehensive and integrated plan
that relates the strategic advantage of the firtlnéochallenges of the environment and is
designed to ensure that basic objectives of thergmge are achieved through proper
implementation process. Ansoff (1999) views strategterms of market and product
choices. According to his view, strategy is the own thread among an organization’s
activities and the market. Johnson and Scholes2j2@ew strategy as the direction and
scope of an organization over the long-term, whathieves advantage for the
organization through its configuration of resoureathin a changing environment, and

fulfill stakeholder’s expectations.

According to Pearce and Robinson (2007) strategggscompany’s “game plan” which
results in future oriented plans interacting witle tompetitive environment to achieve

the company’s objectives. In a simple conceptuatira Hill and Jones (2004) posit that
11



the term strategy refers to the determination eflihsic long-term goals and objectives
of an enterprise and the adoption of relevant esuisf action and the allocation of
resources to carry out these goals. The latestitiefi is by Delaney (2008) opines that
strategy is the weapon fashioned against competditacks from competitors in the
corporate world. This is because the best weapamstgcompetition is preparation of
relevant arsenal to ward off competitors’ actionsthe company’s line of business

(Glueck, 2000).
2.3 Theoretical Review on Diversification and Innovation Strategies

Strategic theoretical approaches suggest thatsifigation encourages more innovation
because it enables more opportunities for innomabatcomes to be exchanged and
exploited (Nelson, 1959). An agency theory perspedilso suggests that diversification
reduces the organizational investment risk whiatberages management to accept more
risk from innovation (Garcia-Vega, 2006). In costradiversification can be a sign of an
agency problem, where management avoids persoskalby diversifying the firm's
activities. Hence, diversified firms might be urimid to undertake innovation risk
(Holthausen, 1995). The negative effects of diVieion on innovation are also argued
to be expected due to the complexity of increadimg number of decision-making
channels in diversified structures (Scherer, 1984has been argued that rather than
diversification, it is the degree of specializatittmat helps focus the organizational
innovation activities and therefore increase thiciehcy of the innovation output

(Glaeser et al., 1992; Feldman and Audretsch, 1B8%5chi et al., 2003).

12



Empirical testing of the relationship between dsigcation and innovation has received
significant attention in the literature. Howeverarious empirical approaches have
produced contradictory and inconsistent findingsfdct, this inconsistency in previous
research results has added to the theoretical ampigf the relationship. Results of the
same study show no significance for the two vaeaiglationships in a third industry
(i.e., the petroleum industry). Teece (1980) foutdt diversification and R&D

expenditure in petroleum firms were significantglated, and attributed his findings to
efficiency considerations, as his analysis of tle#rgdeum industry demonstrated the
relevance of the developed technology to the difredsproducts of petroleum firms. The
findings of Kim and Kogut (1996) suggest that fifrdevelopment of technology impacts
on their research experience and helps to operewpnmarket opportunities, and lead to

diversification.

Breschi et al. (2003) tested the relationship betwéechnological innovation and
diversification; their results suggested that tedbgical diversification did not occur
randomly but was determined by the existing knogéednd key competences generated
by the firm’s technological innovation. They coresied their result as consistent with the
view that higher diversification strategies are liempented with a greater emphasis on
short-term financial controls; R&D expenditures amnsidered long-term projects and
therefore this can explain why the intensity ofséhgrojects is less in highly diversified
firms. Miller (2004) noted that most of the firmsat diversify in his study sample had

more R&D intensity status prior to diversificatioMiiller attributed this finding to the

13



fact that not all firms are innovative leaders.Heaf the majority of firms are innovative

laggards who end their innovation race with lowafipand limited market share.

These innovative laggards diversify to enhance teifitability and therefore cut R&D
to fund their other options. Hoskisson and Hitt§2Pand Hitt et al. (1990) indicate that
reliance on financial controls in evaluating mamageerformance in diversified firms
negatively impacts innovation. These studies reizegthat strategic controls tend to
encourage more management commitment to innovatitmwever, although highly
diversified firms may be able to better utilize @wations, managers in these firms tend to

place more emphasis on objective financial criteriassess performance.

An explanation of the tendency provided by thesdiss is that diversification requires a
process of richer strategic information and newwvkiedge in operations that managers
may not understand sufficiently well to control.ilheads to the use of more objective
performance measures, which create managerial angksion and undervalues those
firms investing heavily in innovation, which, as rasult, may lower managers’

commitment to innovation (Garcia-Vega, 2006).
2.4 Diversification and Innovation Strategies Adopted by Organizations

Diversification is part of the four main growth aegies defined by Igor Ansoff's
Product/Market matrix: market penetration, markevedlopment, product development
and diversification. Innovation consists of inventi the creation of novel knowledge and
commercialization, the exploitation of knowledge ¢oeate products and services.
Applying knowledge to new uses (innovation) allowse firm to explore novel

14



knowledge combinations Nonaka, 2000). Breschi .ef28l03) and Teece (1982) provide
evidence for the role of knowledge-innovativenessextending the ways firms can

diversify their innovative activities.

2.4.1 Diversification Strategy

Depending on the applied criteria, there are diffieérclassifications of diversification.
Diversification strategies involve widening an angation’s scope across different
products and market sectors. It is associated wwitther risks as it requires an
organization to take on new experience and knovdemlgside its existing markets and
products (Barbiroli & Focacci, 2003). According@mdge (2003) the organization may
come across issues that it has never faced bdfareay need additional investment or
skills. On the other hand, however, it providesdpgortunity to explore new avenues of
business. This can spread the risk allowing theamegtion to move into new and
potentially profitable areas of operation. Accoglito Barbiroli and Focacci (2003)
diversification typically takes one of three fornvertical integration — along your value
chain; horizontal diversification — moving into newdustry and geographical
diversification — open up new markets. Means ofiedhg diversification include
internal development, acquisitions, strategic aties, and joint ventures. As each route
has its own set of issues, benefits, and limitgtiomarious forms and means of

diversification can be mixed and matched to creatnge of options.

Depending on the direction of company diversificafithe different types are (Gallini,
and Scotchmer, 2002): Horizontal diversificatiofers to acquiring or developing new

products or offering new services that could appeahe company’s current customer
15



groups. In this case the company relies on salégemmnological relations to the existing
product lines. For example a dairy, producing ceesdds a new type of cheese to its

products.

Vertical diversification occurs when the companyegdack to previous stages of its
production cycle or moves forward to subsequemnestaf the same cycle - production of
raw materials or distribution of the final produEor example, if you have a company
that does reconstruction of houses and offices yand start selling paints and other
construction materials for use in this businesss Mind of diversification may also

guarantee a regular supply of materials with bejtedity and lower prices.

Concentric diversification which refers to the egment of the production portfolio by
adding new products with the aim of fully utilizinthe potential of the existing
technologies and marketing system. The concentxerslfication can be a lot more
financially efficient as a strategy, since the bess may benefit from some synergies in
this diversification model. It may enforce someasiments related to modernizing or
upgrading the existing processes or systems. Vhes of diversification is often used by
small producers of consumer goods, example a bakaris producing pastries or dough

products.

Heterogeneous (conglomerate) diversification is img¥o new products or services that
have no technological or commercial relation withrrent products, equipment,
distribution channels, but which may appeal to rgmeups of customers. The major
motive behind this kind of diversification is thegh return on investments in the new

industry. Furthermore, the decision to go for tkisd of diversification can lead to
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additional opportunities indirectly related to het developing the main company
business - access to new technologies, opportsrfibiestrategic partnerships, etc. and
finally, corporate diversification which involvegquluction of unrelated but definitely
profitable goods. It is often tied to large investits where there may also be high

returns.

2.4.2 Innovation Strategy

An important part of a firm’s (product) innovatiommagegy is the design of new products
and in particular the determination of the qualgyel to be reached before market
introduction. Dawid (2005) asserts that every pkfion’s decide whether they consider
their ongoing product innovatiortferts sificiently advanced in order to take the new
product to the market. They base this decision ooomparison of the expected

attractiveness of the new product (which is deteediby the R&D stock accumulated at
that point) with the anticipated development of #tieactiveness of the existing products
(Cohen, et.al, 1996). A study by Gallini, and Sbater, (2002) reported that some
cooperation and credible commitment to uphold higiality standards in innovations

seems necessary. There are three main types ofation (process, product/service, and
strategy), each of which can vary in the degreaaviness (incremental to radical) and

impact (sustaining versus discontinuous).

Process innovation became an important topic wi¢hrise of the quality and continuous
improvement movements and, then again, with theenrecent attention directed at
change management, organizational learning and ledge management. Incremental

product/service innovation is oriented toward imjimg the features and functionality of
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existing products and services. Radical produatiserinnovation is oriented toward
creating wholly new products and/or services. |toilscourse, possible to incrementally
improve one’s business strategy but Hamel (2008)eruls that radical business concept
innovation is now paramount. He claims that theremir environment is hostile to

industry incumbents and hospitable to industry hev@naries.

Most executives and management leaders now loolntvation as a principle source of
differentiation and competitive advantage (Brow®&0 Innovations in general provide
unique and meaningful benefits to products andisesv Creativity or innovation is

defined in terms of meaningful novelty of some auitge.g., a painting, a chemical
compound) relative to conventional practice in ttmmain to which it belongs (e.qg.,

abstract art, adhesives). Thus, a creative proguttat which differentiates, that is,
evokes a meaningful difference from other compepiraducts in the product category.
A creative marketing program (e.g., advertisingyresents a meaningful difference from

marketing practices (e.g., media advertising) given product category.

Innovation does not always mean a new technologyirfstance, it can imply market
innovation.  Market Innovation is one’s ability ineet changing market conditions by
using innovation to drive the market intangibleg (ea new niche, market void, new fad,
new need) become your weapon to conquer the matkabs, find your niche and
succeed (Morris 2001). This is what Wal-Mart did autrunning K-Mart, and what
Michael Dell did in becoming number one in PCs paging IBM, Apple, HP, Compaq
and Gateway. Most of their innovations did not iynphdical new technologies: they

excelled in inventory management, distributionjdtigs, customization and service.
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The dawn of buyouts, mergers, acquisitions, cotpon@structuring, and strategic
alliances. Seeking to unlock the value of undemstil assets, “shareholder value”
became a rallying cry. In Europe, restructuring \wasociated with the privatization of
state-owned enterprises now exposed to the presfucapital markets. The major
innovation product of this era was software andeotmajor IT products related to
process innovation (e.g., airline reservationsydrgackage reservations). Financial
innovations such as derivatives and other formsfirdincial engineering, financial
supermarkets combining banks, leveraged buyoutd, saime global products (e.qg.,

Sensor Excel of Gillette, Microsoft software) enesig

Hammer (2000) speaks of operational innovatios the invention and employment of
new ways of doing work. It is not the same as ajp@nal improvement or operational
excellence. These terms refer to achieving higfopmance via existing modes of
operation (e.g., reducing errors via total quahtynagement (TQM) or Six Sigma,
reducing costs via scale economies. OperatiomaMation invents entirely new ways of
doing normal operations such as filling order, depeg products, providing customer
service, or doing any other activity that the entirm performs. Thus, operational
innovation is by nature disruptive, so it shouldcbacentrated in those activities with the

greatest impact on an enterprise’s strategic gétdsmmer, 2000).

Management innovation is a “marked departure fraaditional management principles,
processes, and practices or a departure from casyomorganizational forms that
significantly alters the way the work of managementperformed” (Hamel, 2006).

While operational innovation focuses on a companplssiness processes (e.g.,
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procurement, supply chain management, transpamtaltigistics, costing, and customer
support), management innovation targets a compangisagement processes (example.,
setting goals, motivating employees, coordinatingd acontrolling activities,
accumulating and acquiring resources, acquiring apulying knowledge, mergers and
acquisitions, identifying and developing talentjlthng and nurturing relationships, and

co-aligning company’s strengths with market demand needs).

25 Drivers of Diverdsfication and Innovation Strategies in

Organizations

Thompson Jr. and Strickland (1987) observe thattesily consists of four components
including product-market scope, growth vector, cetitye advantage and synergy. It is
expected that innovation, defined as activitiega®d to the creation and improvement
of new practical products and processes (NelsoAQR@ valuable to diversification
strategies as its value is implicit in the defmitiof these strategies. Increased human
capital generally allows increased diversificatiparticularly if the accumulation of this
human allows countries to change their speciabmnatin the direction of more advanced
products. Opening up at an international level dac#or is supposed to increase the

number of exporters and varieties in Melitz-typenmaolistic competition.

A positive relation between opening up and divaratfon may be expected. Mélitz
(2003) on macroeconomics factors reported thatovga trade terms, increasing export
profitability, should allow increased diversificati. A rise on export prices may make

resources toward these sectors more attractive@mneinforce the existing concentration.
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A fall in the exchange rate may lead to new expsrtentering and so favor
diversification in monopolistic competition butehtry costs are too high, there will be
no further diversification. For the institutionahnables, organizations investment may
help improve diversification but some studies hadvanced non-linearities (Ben
Hammouda et al., 2009). Lastly, industrial policiedrastructures, governance and state
aid may contribute to greater diversification anddvation of the productive processes if

the policies pursued are appropriate (Ben Hammeudh, 2009).
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter set out various stages and phaseswtrat followed in completing the
study. It involved a blueprint for the collectiomgasurement and analysis of data. This
section contained an overall scheme, plan or streatonceived to aid the researcher in

answering the raised research question.
3.2 Resear ch Design

This study used a case study research design ajpprolae study was a case study since
it involved one organization which is the Nationdite Group, Kenya. A case study is an
in-depth investigation of an individual, institutioor phenomenon (Mugenda and

Mugenda, 2003).

The primary purpose of a case study is to deterrfantors that have resulted in the
behavior under study. It enabled a researcher toagein-depth investigation that
considers underlying issues. This study soughtatbey in-depth information regarding

the diversification and innovation strategies addgdiy the Nation Media Group.
3.3 Data Collection

The data for this study was collected from the ngenzent staff who were currently
employed at the Nation Media Group headquarterdNairobi. This study used an
interview guide to collect data from the targetedpondents. The interview schedule

structures were based on the research objectiateist
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The interviewees were 10 of the top managers anctitnal heads in charge of finance,
risk management, information technology and openati human resources, marketing
and research division, and public affairs and comigation division. The researcher
sought to utilize the respondents knowledge sihey tare more versed with strategic
issues for it is them that formulate and overseeitiplementation of strategic decisions

and are as a consequence experienced in that area.
3.4 Data Analysis

The data obtained from the interview guide wasya®al using content analysis. Most of
the data collected was qualitative. Qualitativeadatalysis makes general statements on
how categories or themes of data are related (Milgand Mugenda, 2003). In this case,
content analysis was used. Content analysis is taaddor summarizing any form of

content by counting various aspects of the content.

Content analysis is the systematic qualitative dgson of the composition of the
objects or materials of the study (Mugenda and Mdge 2003). It involves observation
and detailed description of objects, items or thitigat comprise the object of study
(Cooper and Schindler, 2003). The themes (varialhes were used in the analysis were
broadly classified into two: diversification andnovation strategies adopted by the
Nation Media Group. Besides, the study establistheddrivers of diversification and

innovation in the organization.

23



CHAPTER FOUR: DATA ANALYSISRESULTSAND DISCUSSION

4.1 Introduction

This chapter presents the analysis, interpretatioth presentation of the data as was
obtained from the field on diversification and ination strategies adopted by the Nation
Media Group, Kenya. The analyzed data from therwige/ees is based on the various
aspects that were being determined on diversiinaind innovation strategies at Nation
Media Group. A total of nine (9) respondents weterviewed by the researcher relative

to the study specific aspects in the interview guid
4.2 General Information of the Respondents

The study required the interviewees to state tpesitions in the organization which in
this case is the Nation Media Group Limited, Kenliae respondents indicated that they
are senior accountants, management and accourftiogr®, senior production managers,
process and improvement administrators/systems geasa courier team leader,

marketing managers and audit staff/officer.

Interviewees were required by the study to inditagename of the department they were
serving in. According to the responses obtained, dtudy found out that most of the
respondents were from the finance department, jgtadudepartment, Nation Courier

department, marketing and sales department.

The respondents were required by the study to atelithe period they had served in the

organization. According to the responses obtairegghnding this question, the study
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found out that most of the interviewees sampled raag¢hed by the study had served at

NMG for a period of 5 to 20 years.

The fact that respondents were drawn from vari@madments of the organization and

the fact that they hold significant positions ir thrganization and the fact that most of
them had served for long period would mean that gre experienced enough and hence
understand the diversification and innovation sgets adopted by the organization as

well as the dynamics surrounding the same.
4.3 Adoption of Diversification And Innovation Strategies

The objective of the study was to determine thediNication and innovation strategies
adopted by NMG as well as establishing the drivadrshese strategies. The research
targeted 10 respondents out of which 9 gave feddthaiough interview sessions guided
by the interview guide. The interviewees were drdsem supervisory and management
of diverse departments within Nation Media Groum lwho are conversant with

company strategies.

4.3.1 Awareness of diversification strategiesin NM G

The study required the respondents to indicate henethey were aware of any
diversification strategies in the organization. é&aing to the responses obtained, the
study revealed that the respondents were awareanbus diversification strategies
adopted by NMG which ranged from digitalizatioreation of a radio station, creation of
a TV station, acquisition of Monitor PublicationtdL(MPL), acquisition of Mwananchi

Communications Limited, the introduction of the deu services, money transfer
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services, introduction of the online sales and mtamly platform (N-Soko) and having a

notable regional expansion of the organization.

Respondents also noted that one of the main dfietson strategies for the organization
was aimed at enhancing the editorial content byegnyg international, national and
county news to drive readership and viewership tandttract and maintain customer

loyalty.

4.3.2 Awar eness of innovation strategiesin NMG

The study required the respondents to indicate hanethey were aware of any
innovation strategies in the organization. On thisestion and dependent on the
responses, the study found out that there wer@uwsiinnovation strategies within the
NMG. Most of the interviewees indicated availalildf product innovations where they
mentioned Nation Hela, a money transfer serviceNustko, an online sales platform as
examples. The interviewees also stated in theproreses that the management as well as
other teams of staff has managed to develop predoctall age groups including the

youth, old, children and other categories.

The respondents also indicated other innovatioategires such as the improving and
development of the NMG social media which has sanfanaged to reach wider client
coverage by the introduction of e-paper websiteshm year 2009 that keep readers

informed.

Other notable innovations as mentioned by the vigerees are in the creation of the Ad

sales through Mpesa, creation of East African nepsys, creation of business daily
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newspapers, and the creation of a platform for éesimg talents. Also noted is the NMG
capacity to take part in community development pmots by application of creativity
and the constant training and development by udeafsed programs that ensures the
best resource capacity. The capacity to create ore\eographical diversification in

Uganda, Tanzania and other places was also medtaspart of innovation.

4.3.3 Importance of diversification and innovation strategies

The interviewees were required to indicate theiewa on the influence of the

diversification strategies adopted by NMG to thegenance. On this question, majority

of the respondents indicated that the organizdtambeen acquiring and developing new
products and offering new services that appeahéocdompany’s current and potential
customer groups. In this case the company reliesates and technological relations to
the existing product lines. Most of the respondémitcated that the influence of the said
diversification strategies has been targeting toeiase the profitability, market share and

shareholders’ value.

Respondents also had the view that the organiz&asngrown tremendously in the East
African region having managed to produce some @fistselling newspapers in Kenya,
Uganda and Tanzania as well as creating establisisma the new and emerging

economies like Rwanda and South Sudan. The comglaayhas products that cut across

the countries in the region for instance The Edsatan weekly newspaper.

On the same question, the study established tleatadiine diversification in the

acquisition of other companies like MCL and MPLnexgy has since been created and
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this they indicated has led to the growth of theapany making it the most popular

media house in the region.

The study sought to establish from the respondietis views on how the innovation

strategies adopted have served the organizatiothi®uestion, most of the respondents
had the view that the focus of the innovation styegs adopted by the NMG was to
improve the performance which has been mainly ot Bimancial and non-financial

measures such as profitability, market share, ocustosatisfaction and new products
development among others. Due to innovation, thdysestablished from most of the
respondents that the digital division has continieelunch new products that position it
to take advantage of the new media trends whiclalsasled to increased market share of

the Nation Media.

In general, most of the interviewees argued thatatioption of the diversification and
innovation strategies have made Nation Media Gtoupot only achieve high levels of
efficiency and effectiveness but also gain andanstompetitive advantage which is the
heart of its performance. Respondents added thatatioption have also led to increased
revenue sources for the organization, increasedkehashare, impressive financial
performance, creation of a powerful media housthéregion and the attraction of great

talents which impress the audience (readers aneyvs.
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4.3.6 The management support on adoption of diversfication and
Innovation strategies

The study sought to determine how the managemeh¢imbraced the diversification and
innovation strategies to enhance the performandheobrganization (NMG). According
to the results as obtained and analyzed, the stathblished that the management has
incorporated the strategies into the mission aneatibes of the organization and that the
Nation Media Group possesses unique underlyingachenistics which are evident in the

structure and leadership of the organization.

According to most of the respondents the compang bantinued to support
entrepreneurial and corporate leadership in pastigr with other East African
companies through its support and partnership Wkb-minded companies in the
programs that promote innovation. According to itterviewees, the management has
provided the necessary resources and expatriate g@heourages innovation and

diversification and hence fully embraces the twatsgies.

4.3.7 Challengesin adopting diversification and innovation strategies

Respondents were required by the study to indibeterarious challenges in the adoption
of diversification and innovation strategies in tleeganization. According to the
responses received on this question, the studydfoant that the adoption of
diversification and innovation strategies has ne¢rbwithout challenges which ranged
from lack of technical knowhow/skills among thefftaesistance to change, internal
competition, restrictive government policies, poét instability, intimidation by
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government, technological deficiencies, culturabljpems and the slow growth of

innovated products and services.

From the same data, the study found that the cigske faced in the adoption of the
diversification strategies at NMG also includedfstompetition from rival companies,
lack of trained staff, lack partners to take upsoutced business functions and high cost
involved in adoption of these strategies and theplementation as well as use of poor
measures of performance on the new products geder@ther challenges mentioned by
a few of the interviewees were competition contiéiou by the turbulent business
environment in Kenya, poor follow up and monitoringechanisms, lack of adequate
planning, hurried assessment of results and pogoroaphes to performance

measurement.

4.3.8 M easurestaken to ensure success in the adopted strategies

Participants in the study were requested to sketerteasures the management had put in
place to ensure that the diversification and inmtiowa strategies adopted by the
organization work. From the findings, the intervems indicated that the measures
adopted by NMG to ensure its diversification anabowation strategies work were but not
limited to; rewarding staff for innovation ideasarfmering with authorities and
communities through CSR activities, continuous ajgal of the projects and staff
performance, staff sensitization on matters relabedompany growth, application and
use of benchmarking and effective team manager#her measures mentioned by the
respondents included; the engagement of other finnfimancial management, effective

recruitment and selection of right staff, effectplacement of staff in right tasks, R&D,
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ensuring there is a harmonized culture, use of temlinologies and human resource

management as a key component of the organizagiongh.
4.4 Drivers of Diversification and Innovation Strategies

This part of the study sought to establish thedmyers that Nation Media Group Ltd has
that ensures its success in identifying and implemg the diversification and
innovation strategies it has put in place. The nimgiortant aspect on key drivers is to

identify the link to the performance and succestheforganization.

4.4.1 Driversof diversification and innovation strategiesat NM G

In order to determine the drivers of the diversifion and innovation strategies adoption
at Nation Media Group, Kenya, interviewees wereuested to indicate some of the
drivers as well as their influence on diversifioatiand innovation strategies. On this, the
study found out that some of the drivers of innmraaind diversification were the use of
CSR initiatives, availing of the funds and resoarapecific to diversification and

innovation, the use of the modern technologieseaieh and development, vigorous
employee training and development and the avaitglaif skilled personnel with specific

expatriates.

The study also found out that most of the respotsdedicated top management support,
employee motivation, effective communication systeand coordination of activities as
important factors that drive organization growtHs@ noted are the employee rewards

and bonus schemes that encourage new ideas aadfeformance.
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4.4.2 Factors influencing adoption of diversification and innovation
strategies

The study required the interviewees to explain heavious factors influenced the
adoption of diversification and innovation in Natiedia Group. According to the data
collected, most of the respondents indicated thaetugh CSR initiatives, NMG has
distinguished itself as a leader in community eegagnt with robust programmes in
environment, health, education, food relief and rigpoThis has also made the
organization popular in the East Africa region hefts good performance in terms of

profitability and market share over the years.

Respondents also indicated that the availabilitfuofls and other resources that support
the adoption of the selected strategies has cadino be a key determinant of the
growth of the media company. The management hasrsttommitment in ensuring

availability of funds for purposes of research, eemass creation, procurement and
capacity building. The interviewees also reporteat the use of modern technology has
helped the organization to innovate and develop pevducts and services including

opening of a radio station. Respondents indicdtatithe group has been at the forefront

in leveraging the use of cutting edge technologyriee performance and efficiency.

On research and development, the study establistietdthere have been vigorous
research and development measures adopted by famization which all aim at
improving the performance of the organization bbtfancially and otherwise. At the

same time, the availability of innovative skillsraigh recruitment of qualified and
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experienced staff with the technical knowhow andchowative mind and the
vigorous employee training and development offdrgdhe company was mentioned by
the respondents as having enabled NMG to be a pomédia house not only in Kenya
but also in Africa. Investment in talent searchgoams for instance media lab has also

contributed greatly in capacity building.

A number of the interviewees indicated in theirpmsses that the top management
support has been experienced in the organizatiting directors role in providing and
guiding staff in the activities of the organizatiofhe interviewees indicated that the
management has managed to motivate employees thtbagorovision of scholarships,
media orientations, bonus and incentive schemesname to this, the training and

development programs.

In the determination of the impact of adoptionmmiovation and diversification strategies
discussed and presented previously, most of tleevieivees who took part in the study
indicated that this has led to the introductiomeilv products which have been successful
in the market. Respondents also added that it'stdu&e adoption of innovation and
diversification that the NMG has emerged amongtdipeblue chip companies in Kenya
due to its financial strength and being the besflisnbouse in terms of innovation and
diversification. Respondents also noted the managém effort in entrenching the

corporate values as well as emphasizing greatésrpgnce and innovation from staff.

The management has since 2008 rolled out a ReveardsRecognition policy where
deserving staff are recognized and rewarded dwlingfaff quarterly meetings. A few of

the interviewees also added that recognized staffives cash awards and certificates at
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the end of the year for their great innovation andtributions towards the performance
of the organization. This they added makes therh d#ached to the organization and
therefore work harder in their daily operationssthmaking NMG the best in the region

while at the same time ensuring key staff retention
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CHAPTER FIVE: SUMMARY, CONCLUSION AND
RECOMMENDATIONS

5.1 Introduction

The following chapter presents the research firgling the study on adoption of
diversification and innovation strategies by thdidlaMedia Group Ltd (NMG) Kenya.
The specific objectives of this study were to deiee the diversification and innovation
strategies adopted by the Nation Media Group, Kemyad to establish the drivers of
diversification and innovation strategies adoptgdh®e company. Content analysis was

used to analyze the responses based on the stjetyioss.

5.2 Summary of Findings

The main objective of the study was to determine diversification and innovation
strategies adopted by Nation Media Group, Kenya @nthe same time establish the
drivers of these two strategies. The backgroundrmétion had indicated that media
industries must embrace diversification and inniovastrategies in order to survive in
the current turbulent and competitive environmedation Media Group being the
biggest media house in east and central Africa f@asd ideal company for this study
because it has remained a market leader and cestinugenerate products that appeal to
the market. The study sought to answer two reseauebstions; what are the
diversifications and innovation strategies adoftgdNMG as well as what are the drivers

of diversification and innovation strategies in NMG
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The study revealed that most of the respondent® vagrare of the diversification
strategies at Nation Media Group and the variowsrdification strategies listed were:
digitalization, creation of a radio and TV statitm serve specific niche markets, ,
acquisition of MPL and MCL, introduction of the c@r services, venturing into money
transfer services, introduction of the online salad marketing platform (N-Soko) and
having a notable regional expansion of the orgaiozahaving established outlets in
Uganda, Rwanda and Tanzania as examples. The sfisdy found out that main
diversification strategy for the organization hasei geared towards enhancing the
editorial content by covering international, naaband county news both in electronic

and print media to drive readership and viewershigh to attract and retain customers.

Besides, the study also found out that there war@uws innovation strategies within
NMG as listed by the respondents. They includetence of new product innovations for
instance Nation Hela (a money transfer facilityjisBiess Daily, a unique business paper
in the region and a host of other products. Theystlso established the ability of the
organization to develop products that appeal tagé groups including the youth, old
and children. It was also revealed in the analisas$ other notable innovation strategies
were the development of the NMG social media sithgh has managed to post real-
time newsflash as well as maintain customer loyatityoduction of the e-paper websites
for all print products including the Swabhili hubnee year 2009 that taps wide network
of customers and keep readers informed, the creafithe online Ad sales platform and
payments through money transfer services and oreati East African and Business

Daily newspapers.
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Nation Media Group has also in the last five ydaggen running a media lab which
identifies and trains young and aspiring journaligthis has greatly helped in harnessing
talents for capacity building and growth of jouisal in the region. NMG has also
invested heavily in community development prograhreugh sponsorships, rewarding
creativity and partnerships. These initiatives key in ensuring market growth and
customer loyalty. The capacity to create new prtgland geographical diversification in
Uganda, Tanzania and other countries was also am&dtias a strong move to diversify.
This therefore implies that in essence, the Natidedia Group has adopted

diversification and innovation strategies which stiedy sought to establish.

This study also found out that NMG has been acogiaind developing new products and
offering new services that appeal to the comparmyisent and potential customer
groups. It was also revealed from the findings thatcompany relies on growth in sales
and technological advancements to boost the egigtiaduct lines and that the influence
of the said diversification strategies has resultethcrease in profitability, market share

and shareholders value.

From the results, the study established that mdsthe respondents felt that the
organization has had an impressive growth in thst Bdrican region. This has been
contributed by efficiency in its production cyclg@rocess improvement, product
diversification and investment in new projects.eTdompany has also ventured into non
related product lines for instance the recent mdnaysfer service, Nationhela. Digital
platforms have introduced new revenue lines anyg #ne viewed as the next frontier in

the growth of this giant media house. The studgl®isthed that due to the diversification
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through the acquisition of other companies like M&id MPL, synergy has since been

created and this has led to the significant gravfthNMG.

The study findings revealed that the focus of thovation strategies adopted by the
NMG was to improve the performance which is meastneough financial tools such as
profitability, turnover, earnings per share andosoand the non-financial tools such as
market share, customer satisfaction and new prediestelopment. The study established
from the findings that due to innovation, the dagidivision has continued to launch new
products that position it to take advantage ofrtee media trends which has also led to
increased market share not only locally but glgbdathis implies that the adoption of the
diversification and innovation strategies has mémbeNation Media Group to not only
achieve high levels of efficiency and effectivenkasalso gain and sustain a competitive
advantage in the industry. The study also revetiladadoption of the diversification and
innovation strategies has led to increased revenueces for the organization, enhanced
the creation of a powerful media house in the negind facilitated attraction of talents

who create more value to products.

On how the management has embraced the diversficaind innovation strategies
towards the performance of the organization, tbdystound out from the responses that
the management has incorporated the strategiestsntibjectives, mission and vision.
Nation Media Group possesses unique organizatetnatture and leadership style that
fosters innovation and growth. The findings alseeed that Nation Media Group has
continued to enhance entrepreneurial and corpdéeatiership in partnership with other

East African companies through its support andi@pdtion in forums targeted at
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promoting idea generation. The study revealed tthmimanagement/leadership at NMG
has provided the necessary resources and expén@geencourages innovation and

diversification within its departments.

There were various challenges in the adoptionwérdification and innovation strategies
at NMG. According to the study, these challengesluohe lack of technical
knowhow/skills among the staff, resistance to cleangternal competition among the
various divisions, restrictive government policipslitical instability, cultural differences
and the slow implementation of innovated produats services. The study also revealed
that stiff competition from rival companies, lacktoained staff, lack of specialization,
prohibitive cost of adoption of these strategied ase of poor measures of performance
as deterrents to adoption of these strategies.r@tlialenges quoted were harsh business
environment in Kenya, poor monitoring and evaluatisechanisms and lack of adequate

planning.

The study reveals that that measures adopted by MM@agement to ensure that the
diversification and innovation strategies adoptentknvere but not limited to; rewarding
staff for innovation ideas, partnering with autlies and communities through CSR
activities, continuous appraisal of the projectsl ataff, staff sensitization on matters
related to the company growth, application and afdgenchmarking and effective team
management. The findings also reveals that oth@sares mentioned by the respondents
included; the engagement of other firms in finahoi@nagement, effective recruitment

and selection of right staff, effective placemehtstaff in right tasks, R&D, ensuring
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there is a harmonized culture, use of new techmedognd human resource management

as a key component of the organizations growth.

There are various drivers of innovation and diieaiion at NMG including the use of
CSR initiatives, management facilitation throughnding of diversification and
innovation projects, use of modern technologieseaech and development, vigorous
employee training and development and the avaitglof skilled personnel. The study
also found out that top management support, employeotivation, effective
communication systems and coordination of actigitieere key in driving innovation and
diversification. This implies that without the saidivers or factors, the growth of the

organization under study would not be established.

On how the various factors listed influence on #u®ption of the diversification and
innovation strategies at NMG, the study establisttet through CSR initiatives, the
NMG has distinguished itself as a leader in comtyuemgagement with robust programs
supporting environment, health, education, fooeefednd sports initiatives. The study
revealed that NMG engagement in CSR has made ganiaation popular in the region
thereby attracting attention and large customee laasl hence its good performance over

the years.

The study established that that the availabilityupids and other resources that aid in the
adoption of the strategies has continued to beyadeterminant of the growth of this
media company. The management is committed to Ewsdunds availability for
appraised and selected projects that conformssteision of being the media of Africa

for Africa. It was also revealed from the findindggat the use of modern technology has
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helped the organization to innovate and develop p@alucts and services cutting across
print and electronic media, digital platforms asllwas courier and money transfer
services. The group has been at the forefront wérégying the use of cutting edge
technology to drive performance and efficiency. ®search and development, the study
established that there have been vigorous reseatklevelopment measures adopted by

the organization which all aim at improving thefpemance of the organization.

An investment in programs that tap and train yojmgnalists has continued to be the
hallmark of NMG’s industry leadership in editoriahd has kept away threats by
competitors. Media lab has trained media expedsfacross the region and it is an
investment that has reaped big for the company.stindy revealed that management has
managed to motivate employees through the provisi@eholarships, media orientations

as well as training and development programs.

5.3 Conclusion

This study concludes that NMG has adopted diveeifoin and innovation strategies and
these have contributed to its growth and perforreanger the years. There are quite a
number of identifiable products that have arisenaa®sult including digital revenue

platforms, TV and radio stations serving varioushei markets, strategic acquisition of
related companies in the region, introduction @f tlourier services to take advantage of
idle space during newspaper transportation, verguinto money transfer services and
introduction of the online sales and marketingfplat (N-Soko) among other examples.

Max McKeown (2011) argues that “strategy is abdutpsng the future” and is the
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human attempt to get “desirable ends with availat@@ans”. The study concludes that the
main aim of diversification and innovation stratgis to enhance the editorial content,
expand and retain customer base, gain customeltyos@ that eventually it can grow

sales and profitability thereby increasing stakdbd’ benefits.

Currently, media industry is facing new challengethe advent of digitalization of news
transmission. The social media has grabbed the rappty to inform public on the
happenings from media companies. At the same tithexe is stiff competition from
emerging media companied and hence the playfiefgbtisng saturated to an extent that
companies cannot grow their sales by merely inanggwices. If an organization cannot
compete on price, managers will need diversificaod innovative products and ideas
to make the business stand out from the crowd (@&p2003). This study concludes that
innovation strategies adopted by NMG has enableddmpany to develop new products
including Nationhela and e-paper websites that igeeé new lines of revenues. At the
same time, the development of NMG social mediassithich has so far managed to
reach wider client coverage as well as, the creatiothe online Ad booking platform
and payment through mobile money transfer has hadyrficant boost in sales and
growth. Kim and Kogut (1996) suggest that firmsvelepment of technology impacts on
their research experience and helps to open upmarket opportunities, and lead to

diversification.

Depending on the direction of company diversificatithe different types are (Gallini
and Scotchmer, 2002) horizontal, vertical, conéenaind heterogeneous. The study

found that NMG has grown tremendously in East Afniaegion following strategic
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acquisition of MPL and MCL while at the same timeasting in new product lines and
research and development. It is due to these atiqonssand new product development
that the company has benefited from synergy thatgnaatly reduced cost of operations

and production thereby growing the bottom-line.

It can also be concluded from the discussion thataidoption of the diversification and
innovation strategies have made the Nation Med@u@to not only achieve high levels
of efficiency and effectiveness but also gain anstan a competitive advantage. The
findings show that the management has incorpordiedtrategies into the mission and
vision of the organization and the leadership & tompany is fully committed to

achievement of these goals. Facing ongoing growth earnings pressures, executive
sponsors of senior-level action learning progranesircreasingly asking participants to
‘think differently’ about the business, to look aharkets expansively, and to

conceptualize new sources of customer value th#toatalyze new businesses and

revenue streams (Hambrick, 2003).

Nation Media Group has clear drivers of diversiiima and innovation strategies
according to the study and this is evident on thiecigs entrenched in the organization.
Organizations are open systems that are influetgetdhe external environment and
should use available resources of people, strustared processes aligned with the right
business strategy to yield gains in performancigieficy, and productivity (Matsuno
and Mentzer, 2000). NMG possesses unique underlgingracteristics which are
exhibited by the way the company is organized andtred in terms of its management

and leadership. It has incentive and reward paiat offers cash and other forms of
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awards to staff who live the culture of promotimmavation and growth through idea
generation. The performance pegged bonus thatleashaen put in place ensures that
employees think through the processes to ensureouements that lead to good
performance. The company also invests in trainind development that has enabled

realization of great talents that direct the conypgmowth strategies.

5.4 Recommendations

This study recommends that the management of NM@irage to pursue strategies that
promote innovation and diversification because riedia industry is faced with high

level dynamism which has seen some of the big ptageit the market. It is therefore

paramount for NMG to embrace these strategies deroto assure its stakeholders
continued existence and survival. However, theysatdhe same time recommends that
the management be cautious on the strategies eglstimplementation so as to reduce
the exposure and risks associated with uncalculexpdnsion and change. This should

be done through proper project appraisal, impleatent and monitoring.

The study also recommends that the government hazew the operations of media
industry in Kenya so as to improve their workingrieonment by removing restrictive
and backward policies cited by respondents asraeisrto investment and innovation by

media companies.

The study appreciates that employees are key resaurorganization and NMG should
invest more in their training and development idesrto bring the best out of them and
promote innovative culture.
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5.5 Limitations Of The Study

The study was limited to one media company onlye Tata was collected from 9
respondents and time taken to conduct the studynoBlyave been sufficient to tackle all
the aspects of the research question. The reseaneld have been more comprehensive

if it incorporated other media companies and inewed more respondents.

The other constraint is that the study was restlicd one industry. The findings could
have been different or diverse in other industtleereby enhancing the results of the
study. However, the resources were not availableotwuct the research across several

industries.

5.6 Suggestions For Further Studies

This study limited itself on two strategies of disiication and innovation. More
research should be conducted to establish the inmgdasther strategies that facilitate

organization survival and growth.

This study recommends that in future, further sgsadbe done on the same research
problem but with the incorporation of more mediai$®s in Kenya and East Africa at

large to find out whether the same results wiltdyaicated.

The study recommends that besides the drivers wérglfication and innovation
established in this study, other future studiesukhseek to establish if the findings are

shared across other industries without necesdamigng the study to media.
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APPENDIX 1: INTERVIEW GUIDE

| am a student from the University of Nairobi purgua Master's Degree course in

Business Administration (MBA). As part of the acade requirements, am required to

undertake a research study entitled ‘diversificaamd innovation strategies adopted by

the Nation Media Group, Kenya. | therefore reqdestou contributions to some chosen

guestions here in.

Kindly answer all the questions;

1.

2.

3.

What is your position in the organization?

What is the name of your Department?

How many years have you served in the organization?

Are you aware of any diversification strategieyaur organization?

Are you aware of any innovation strategies in yoganization?

In your view, how have the strategies in 4 & 5 abeerved the organization?

How have the management embraced the diversifitatmal innovation strategies

towards the performance of the organization?

What are the various challenges in the adoptiodiwdrsification and innovation
strategies in place?

What measures have the management put in place nsoree that the
diversification and innovation strategies adoptedhe organization work?

10.What are the factors influencing the adoption ofedsification and innovation

strategies at Nation Media Group, Kenya?

11.In your view how has each of the factors in 10 &baffected the adoption of

diversification and innovation in Nation Media Gp&u

THANK YOU FOR YOUR CONTRIBUTION
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