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ABSTRACT

Strategy implementation is so critical in creatangl sustaining competitive advantage in
the business environment. In today’s turbulent emapetitive environment, there is an
increasing recognition of the need for more dynaapiproaches to formulating as well as
implementing strategies. Implementing strategyosgher and more time-consuming
than strategy-making. Each implementation situatomturs in a different context,
affected by different factors such as businesstigecand competitive situations, work
environments and cultures. Strategic managementepso is divided into three
phases/segments, that is, formulation, implememtatind control. The main critical
phase of strategic management process is the inrepkaion stage, (translating strategic
thought into organizational action). Strategy inmpéatation is concerned with how the
choices will be put into effect and how to manadgeanges required in the process.
Strategy implementation therefore is a crucial phlascause it unites the organization
between formulation and evaluation. The study wasestigating the strategy
implementation at Madison Insurance Company Kenyaited to establish the Focus
Strategy and determine challenges encountered bdiskla in implementing its
strategies. The findings of this study will contrie to building the existing body of
knowledge in strategic management and specificallgtrategy implementation. A case
study of Madison was carried out. It involved andepth investigation of the
phenomenon of strategy implementation. To obtaimgny data, which was qualitative
in nature, four senior managers and two departrhéetds were interviewed by use of
interview guides administered through interview ahscussions. Secondary data was
obtained from management information system, imieamd printed records. Data was
analyzed in accordance with the objectives of tiaelysusing content analysis method.
The results revealed the company's Focus strategy ehallenges of strategy
implementation at Madison. It is recommended thHt eenployees need to be
stakeholders in the future direction of the orgaton. Their daily performance and
activities should be measured along the speciflestones and core values identified by
the business plan. In addition, Madison should thk performance management system
to the strategy that needs to be developed focdhgpany. There were limitations of the
study. First, some of the responses were likelyo¢obiased due to the fact that the
informants who were interviewed were the actual pteoinvolved in strategy
implementation. This is like asking for a self-awvation. Second, there was a constraint
of availability of informants due to engagementshsas leave of absence, training, or
fieldwork. Some potential informants, being busy tevel executives, were not available
within the time frame of the research work. Furthesearch is suggested to survey
strategy implementation across several insurancensfi to support strategy
implementation.
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CHAPTER ONE: INTRODUCTION

1.1Background of the Study

All organizations have a strategy, even if thetettg only evolves from day to day
operations. A well developed strategy will havebi executed well if the firm is to

obtain success in its operations. Strategy impléatem is the process through which a
chosen strategy is put into action. Strategy impletation is concerned with the building
of capable organization, effective management ofragons, instituting a strategy
enabling culture and leadership in reaching orgdmnal purposes. Thompson et al.
(2005) suggest that good strategy plus good styataglementation give rise to good

management. Ten schools of strategy formation @bertg et al., 1998) indicate that
strategy implementation has been given little @w@nin spite of its importance in

business success.

The study was grounded on the Resource Based Miewry as a basis for the
competitive advantage of a firm which lies primgaiih the application of a bundle of
valuable tangible or intangible resources at the’'§ disposal. Another theory which the
study was based is the Mckinsey 7S model whichaset on the theory that, for an
organization to perform well, these seven elememtsd to be aligned and mutually

reinforcing.

The insurance industry in Kenya is regulated byitisarance regulatory authority (IRA),

a semi autonomous regulator, set up in 2008. IR&ected to improve regulation and



stability of the industry. The main players in tl@nyan insurance industry are:
insurance companies, reinsurance companies, irifarokers, insurance agents and
finally the risk managers. The statute regulatimg industry is the Insurance Act; Laws
of Kenya, Chapter 487. The insurance industry imy€eis currently experiencing fast
growth which has brought about unprecedented catigretn the industry. Strategy
implementation would have to be tailored to différsituations and circumstances under

which each insurance company operates.

1.1.1 Strategy Implementation

According to Johnson & Scholes, (1999), strategyhes direction and scope of an
organization that ideally matches the resultstitanging environment and in particular
its markets and customers so as to meet stakebbldgpectations. Strategy is a
managerial process that involves formulating, im#ating and evaluating the activities
of the company. Strategic management has long Weered as the concept and process
that link an organization and its environment tbget(Leibold, Probst& Gibbert, 2002).
It consists of the analysis, decisions and actmm®rganization undertakes in order to
create and sustain competitive advantages (Desspkin & Taylor, 2005). Today’s
rapidly changing global economy realizes the newdte strategic management to be
pro-active. All organizations have a strategy, efehe strategy only involves from day
to day operations, therefore there is need forrorgéions to use strategic management

concepts and tools.



Strategy implementation is the process that puteagpand strategies into action to reach
goals. It is critical to a company’s success, asklrg the who and how of reaching the
desired goals and objectives of the entire orgdioiza Implementation occurs after
environmental scans, SWOT (Strength, Weaknesseqor@mities, and Threats)
analyses and identifying Strategic issues and gdtaisvolves assigning individuals to
tasks and timelines that will help an organizatieach its goals. The main critical phase
of strategic management process is translatingegia thought into organizational

action. After strategy formulation, implementatisrexpected to follow.

Strategic implementation is translating stratediought into organizational action.
Implementation is shifting of focus from strate§pemulation to strategy execution. It is
the actions an organization takes today to delikierstrategy tomorrow. Wheelen and
Hunger (2008), observed that Strategy implementatigolves establishing of programs
to create a series of new organizational activit\Many organizations create great plans
for strategy formulation but fail to implement thaesired change. According to
Mintzberg, (2008) strategy implementation precestestegy formulation. He argued that
organizations articulate mission, goals or objediafter implementing strategies. In
order to achieve its objectives an organizationtmos only formulate strategies but also
implement its strategies effectively. MintzbergQ@8) suggested that the traditional way

of thinking about strategy implementation focusely @n deliberate strategies.

The organization’s ability to identify the criticahvironmental factors and adapt to them

in an appropriate way is also of great importanidee fundamental issue of effective



strategic management is based on that employeesd| atganizational levels are fully
informed about internal and external factors affecthe organization. When managers
and employees are informed and understand wherer¢famization is today, where it is
heading and which factors are affecting, it oft@sufts in that they become more
involved and committed. This is especially true wieenployees also understand linkages

between their own daily operations and the orgaiozs performance (David, 1998).

1.1.2 The Insurance Industry in Kenya

Insurance companies play an important financiaérimediation role in the economy.

Statistics from the Association of Kenya Insurai@&l) records shows that the total

revenue from insurance business is growing at adgteate of 15 percent per annum.
Most insurance firms in Kenya are private entitiwgh a few shareholders who are also
the board members. The insurance industry formsgdahe country’s financial sector.

Insurance industry is a critical factor to the digband growth of the Kenyan economy,

helping businesses and individuals to recover fadinkinds of financial losses. Kenya’s

insurance industry is resilient. Despite of the idogls various economic and political

problems, the industry has shown that it can seraivd thrive.

The industry is represented by a well-organizedetraody known as Association of
Kenya Insurance (AKI). Association of Kenya InsgréhKl) is vouching for continuous
education on corporate governance targeting direadd insurance firms in order to
change customer perception about Kenya'’s insuramttestry. The industry is overseen

by a relatively new and empowered regulator knownngurance Regulatory Authority



(IRA). Insurance Regulatory Authority (IRA) has tiated training and certification
modules for directors and top management stafhsfiriance firms through partnership
with the institute of corporate Governance. Insaeainstitute of Kenya (l1IK) enhances
and monitors technical and professional capabilitythe industry. In the insurance
industry there are different players. In this indys we have insurance firms,

Reinsurance firms, Insurance and Reinsurance s @t agents.

All the industry players are registered and regadiy the government regulating body,
Insurance Regulatory Authority (IRA). Life assurangolicies are long term in nature;
they take long time to mature. General insuraneeaanual policies which expire after a
period of one year or less. This study is a casgyshbout Madison insurance company

Kenya limited which is a key player in the insurasector.

1.1.3 Madison Insurance Company Kenya Ltd.

Madison insurance company Kenya limited (Madisa)ai locally owned insurance
Company in Kenya. It was incorporated under Kenlgavs in 1988 after a successful
merger between Crusader pic (1974) and Kenya Comahdénsurance Corporation. It is
one of the leading names in the insurance industfgring both life and general
insurance products. Madison has its head officHairobi with twenty one branches in
all the principal towns in Kenya. The branches tadtler four Regional offices namely,

Nairobi Region, Western Region, Coast Region anatr@eRegion.



Despite the severe economic environment and inteos®getition in the industry over
the years, Madison has continued to grow to acha&wembined premium income of
over 2 billion by 3% December 2012.The main objectives for Madisonrasce are to

provide the best insurance products at the mossoredle prices and to offer

unparalleled customer service to customers.

Madison insurances investment Strategy focusestamiag superior long term yields on
investment through a well-diversified spread ofetss Its asset base is currently 5.1

billion and they are growing further by developetarger investment portfolio.

1.2Research Problem

Strategy implementation is the process that tutasspinto action and ensures that such
actions are executed in a manner that accompligteeplans stated objectives (Kotler,
2004). Strategy may be good but if implementatisnnot effectively managed, the
strategic plan may not succeed. Strategy implemientss a key component of strategic
management process in organizations. The successflementation of corporate
strategy is the most pressing issue facing mangrozgtions in the world today (Johnson
et al., 2008). Mintzberg et al. (2003) state thahety percent of well formulated
strategies fail at implementation stage, and thatet is no one universal approach to

strategy implementation.

Insurance companies in Kenya have been affectedrious ways by the changes in the

business environment that they operate in. Entrynuadre players coupled with



environmental turbulence has led to enhanced cotigpein the industry. This calls for a
strategic fit of an organizations core competereelk, technology, leadership styles
markets, culture people and environmental influsncguccessful implementation of

strategies should lead to survival and continuagas/th.

Bridging the gap between strategy formulation anglementation has a long time been
experienced as challenging for many organizatioingplementing programs vary

according to the nature of strategic problems #ratorganization faces and Madison
insurance company Kenya Limited it's not an exaaptiMbithi (2011) did a study on

strategy implementation at Nakumatt Holding Limitéehya. The objectives of the study
were to determine how Nakumatt has been implemegikie strategy they have chosen,
to determine challenges faced by Nakumatt in Siyaieplementation and to determine
what measures Nakumatt Holdings has taken to onexdbe challenges it faced during
strategy implementation. The findings were thatrehe no agreed upon and dominant
framework in strategy implementation. Machuki (2D06oked at the challenges to
strategy implementation at CMC Motors Group. KosgD03) studied Strategy

implementation and challenges in public corporaiosing the case of Telkom Kenya
Ltd. Awino (2000) looked at the effectiveness amdbotems of Strategy implementation
of financing higher education in Kenya by the HEINButhuiya (2004) studied strategy
implementation and its challenges in nonprofit aigations using the case of AMREF.
Aosa (1992) did a study on the aspects of strategyementation within large, private

manufacturing companies in Kenya. Shimechero (204dewed challenges of strategy

implementation at Centre for African Family StudieKiraithe (2011) studied



management of strategic change at Kenya Policacgervhese studies have collectively
established that different organizations implensrategies in different ways and with
different results and challenges. The studies hdmmonstrated that there is no one

universal approach to strategy implementation.

Guided by this knowledge gap, the proposed studytherefore sort to establish strategy
implementation challenges at Madison Insurance GomiKenya Limited. What are the

challenges encountered while implementing the ssdestrategies?

1.3Research Objectives
The objectives of the study were to;
i. Establish the implementation Strategy (focus) atdiglan Insurance Company
Kenya Limited.
ii. Determine challenges encountered by Madison Insera@ompany Kenya

limited in implementing strategy.

1.4Value of the Study

The results of the study will assist Madison InsgeCompany Kenya limited to know
the challenges encountered in implementing theatexgies and give a better perspective
of how they can implement their strategies succdlgsiThe company can invest more
funds in trying to overcome the challenges with assurance of good returns on

investment.



This research is a valuable flat form for futuresearch to bridge the gap between
formulation, implementation and challenges encaeateOther players in the industry
may apply lessons learnt in responding to the ehghs posed in their respective areas of

operation.

The study will contribute to the general understagdf the insurance industry. The
study will therefore add to the existing body ofolatledge on the concept of strategic

management and in particular strategy implementatio



CHAPTER TWO: LITERATURE REVIEW

2.1. Introduction

The purpose of this section is to explore theoattamd empirical literature touching on

strategy implementation with regard to the changingironment in the insurance sector.
In today’s highly competitive business environmeatganizations must engage in

strategic management in order to clearly defineedbjes and assess both the internal
and external situation to formulate strategy, immat the strategy and to evaluate the

progress.

2.2 Theoretical Foundation of the Study

Johnson and Scholes (2004) define strategy asithetidn and scope of an organization
over the long-term, which achieves advantage fog thrganization through its
configuration of resources within a challenging iemvment, to meet the needs of
markets and to fulfill stakeholder expectationssaéifh (1990) defined strategy as a set of
decisions making rules for guidance of organizaidmehavior. Mintzberg (1991) also
described strategy as a plan, ploy, pattern, mosiind perspective. Thompson and
Strickland (2003a) defined strategy as the game fhlat management is using to stake
out market position, conduct its operation, attractl please customers then compete

successfully in order to achieve organizationakotiyes.

Strategies may be said to be types of plans, wieste certain objectives to be achieved.

It may include methods and procedures of doing efogpoming activities to reach the

10



desired goals. According to Witt and Meyer (200ftategy embraces all the critical
activities of a firm, it provides sense of unityirettion, purpose and facilitating
necessary changes induced by environment. Witivéayer (2001) recognize strategy as
an activity that must take place within the limdg an enterprise financial and other
resources. Strategies exist at the level of cotpos&rategy, business unit strategy or

operational strategy.

McKinsey Company introduced the 7s framework foatsigy in the late 1970s. The
framework maps seven interrelated factors thauamfte an organization’s ability to
implement strategies. Companies which are excéllemhnaged have seven elements in
common which are strategy, structure and systehws t(iree "hardware" elements of
success) and style, skills, staffing and sharedeslthe four "software" elements of

success).

2.3 Strategy Implementation Process

The strategic management process consists of thtages: formulation, strategy
implementation, and strategy evaluation. Strategynt@ilation includes developing a
vision and mission, identifying an organizationsteemal opportunities and threats,
determining internal strengths and weaknesses,bletting long-term objectives,
generating alternative strategies, and choosinycpar strategies to pursue. Strategy
formulation issues include deciding what new busses to enter, what businesses to
abandon, how to allocate resources, whether torekpperations or diversify, whether to

enter international markets, to merge or form atjgenture, and how to avoid a hostile

11



takeover. Because no organization has unlimiteouress, strategists must decide which
alternative strategies will benefit the firm mos$trategy-formulation decisions commit
an organization to specific products, markets, ussgs, and technologies over an
extended period of time. Strategies determine-teng competitive advantages. For
better or worse, strategic decisions have majortifnnottional consequences and
enduring effects on an organization. Top managerge hthe best perspective to
understand fully the ramifications of strategy-fotation decisions; they have the

authority to commit the resources necessary fofempntation.

Strategy implementation requires a firm to estéblsnual objectives, devise policies,
motivate employees, and allocate resources sddiratilated strategies can be executed.
Strategy implementation includes developing a stpgisupportive culture, creating an
effective organizational structure, redirecting keding efforts, preparing budgets,
developing and utilizing information systems, aikihg employee compensation to
organizational performance. Strategy implementatiben is called the “action stage” of
strategic management. Implementing strategy meanmlizing employees and managers
to put formulated strategies into action. It'seoftconsidered to be the most difficult

stage in strategic management.

Interpersonal skills are especially critical forceessful strategy implementation.
Strategy implementation activities affect all enyg@les and managers in an organization.
Every division and department must decide on ansteequestions, such as “What must

we do to implement our part of the organizatiortfategy?” and “How best can we get

12



the job done?” The challenge of implementatiotoistimulate managers and employees
throughout an organization to work with pride amdhe@siasm toward achieving stated

objectives.

Strategy evaluation is the final stage in strategmnagement. Managers desperately
need to know when particular strategies are nokingrwell; strategy evaluation is the
primary means for obtaining this information. Altragegies are subject to future
modification because external and internal factare constantly changing. Three
fundamental strategy evaluation activities areat®8ggy formulation, implementation, and
evaluation activities which occur at three hieragahlevels in a large organization:
corporate, divisional or strategic business unifd afunctional. By fostering
communication and interaction among managers angdlogmes across hierarchical
levels, strategic management helps a firm funcéera competitive team. Most small
businesses and some large businesses do not haserdi or strategic business units;
they have only the corporate and functional leveldlevertheless, managers and
employees at these two levels should be activelplwed in strategic-management

activities.

2.4 Factors in Strategy Implementation
Two sets of factors primarily shape a company’'stetfy and these include External
factors (macro environment, industry, competitiaustomers) and Internal factors

(resources, competence, culture etc.) It is importep think critically about an

13



organization’s business in terms of what is happgmside the organization and what is

happening outside the organization.

There are various models to help managers thinkensirategically about their
organizations. SWOT Analysis (internal) is a Carefssessment of the organization and
its environment in Identification of Strengths, Weasses, Opportunities and Threats.
Strengths are an organization’s competencies laltetn the organization, Core
competences, and Distinctive competencies and chanee performance if harnessed.
Weaknesses are an organization’s vulnerabilitie=rhal to the organization and can lead
to poor performance if not addressed. OpportundiesConditions that an organization
can turn to its advantage which External to theanization and can enhance
performance if exploited. Threats are Conditiorst @an hurt the organization and are
External to the organization and can hurt perforreahnot confronted. SWOT provides
a way of organizing information for developing $&@y and operating plans and does not

provide specific answers and has benefits and dam@gea strategic tool.

External Analysis Understanding the external infites on an organization
Environmental (PESTEL) scanning, Industry analySismpetitor analysis, and Market
analysis. Environmental complexity can be high aw,| positive or negative. Strategic
management focuses on integrating all parts of rganization in strategic thinking to
enhance organizational performance which allowsrganization to be more proactive
than reactive in shaping its own future (David, 8p%trategic management is according

to Hendry, Johnson & Newton (1993), not about dstiaing right or optimal solutions,

14



but about understanding complex relationships aeduncertain environment. Strategic
capabilities are dependent on which resources adpetences the organization
possesses. These must reach a threshold leveden for the organization to continue to

exist (Johnson et al. 2005).

2.5 Challenges of Strategy Implementation

Strategy implementation requires a firm to estéblsnual objectives, devise policies,
motivate employees, and allocate resources sddiratilated strategies can be executed.
Strategy implementation includes developing a egpatsupportive culture, creating an
effective organizational structure, redirecting keding efforts, preparing budgets,
developing and utilizing information systems, aikihg employee compensation to
organizational performance. Strategy implementatiben is called the “action stage” of
strategic management. Implementing strategy meabilizing employees and
managers to put formulated strategies into actibris often considered to be the most
difficult stage in strategic management; strategylementation requires personal

discipline, commitment, and sacrifice.

Successful strategy implementation hinges upon gesa ability to motivate
employees, which is more an art than a sciencerategies formulated but not
implemented serve no useful purpose. Interpersskiéls are especially critical for
successful strategy implementation. Strategy impl&ation activities affect all

employees and managers in an organization. Eveisiah and department must decide

15



on answers to questions, such as “What must weodmnplement our part of the

organization’s strategy?” and “How best can wethetjob done?”

The challenge of implementation is to stimulate aggrs and employees throughout an
organization to work with pride and enthusiasm tal&chieving stated objectives. Reed
and Buckley (1988) discussed challenges associatiéid strategy implementation
identifying four key areas for discussion. Theyramkledge the challenge and the need
for a clear fit between strategy and structure.yTtlaim that the debate about which
comes first is irrelevant provided there is conguaein the context of the operating
environment. They warn that, although budgetingtesys are a powerful tool for
communication, they have limited use in the impletagon of strategies as they are
dominated by monetary based measures. Due tozbefkthe budgeting systems and the
game playing associated with budget setting “fassible for the planning intent of any
resource redistribution to be ignored”. Anotherlpeon is when management style is not
appropriate for the strategy being implemented,y tluite the example of the
“entrepreneurial risk taker may be an ideal candidar a strategy involving growth, but
may be wholly inappropriate for retrenchment” (Reed Buckley, 1988).

An organizational structure conveys how work isidid and assigned to people, and
how the activities of the people performing thaitids are coordinated in the enterprise
(Boseman and Phatak, 1989). The structures ddfamkevels and roles in an organization
and can facilitate or constrain how processes aeldtions work. The roles,

responsibilities and lines of reporting in orgati@as are an important influence on the

16



success or failure of strategy. Failure to addissses of structure can at minimum,

constrain strategy implementation and performadobr{son and Scholes, 2004).

Recent articles on local and foreign companies iconhotable barriers to successful
strategy implementation about which there appearset a degree of accord including
Beer and Eisenstat's (2000) who assert that ®xtskillers of strategy implementation
comprise: a top-down/laissez-faire senior managermstgte; unclear strategic intentions
and conflicting priorities; an ineffective senioramagement team; poor vertical
communication; weak co-ordination across functiobsisinesses or borders; and
inadequate down-the-line leadership skills develepiminsufficient resource allocation

(Ao0sa,1992; Beer and Eisenstat, 2000).
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter covered research design, data cateatiethods and data analysis methods.
The population and sample sections were omittechuss it was a case study. The
chapter utilized theoretical framework, review figtire and experience of the author to
discuss how the study was done, how results wersepted and analyzed to arrive at
conclusions and recommendations that might corteibunew knowledge to

implementation of strategy.

In this section approaches and strategies chosamder to answer the purpose were
discussed. A clarification of how data was colldcte included as well as who was

interviewed and what method was used.

3.2 Research Design

This was a case study since the unit of analyss ovee organization. This was a case
study aimed at getting detailed information regagdihe strategy implementation and
challenges affecting strategy implementation at iStad Insurance Company Kenya

Limited.

It is a method of study in depth rather than brea@he case study research method is

used continually by researchers in carefully planaed crafted studies of real-life

situations, issues, and problems. The case stuthyosheleals with the processes that take

18



place and their interrelationship. According to Kari (2002), a case study involves a
careful and complete examination of a social ungtitution, family, cultural group or an

entire community and embraces depth rather thaathbad a study.

Case study research excels at bringing us to aerstashding of a complex issue or
object and can extend experience or add strengtivhit is already known through

previous research. Case studies emphasize detedetbxtual analysis of a limited

number of events or conditions and their relatigpghResearcher Yin (1984) defines the
case study research method as an empirical indbal investigates a contemporary
phenomenon within its real-life context, when tleaihdaries between phenomenon and
context are not clearly evident, and in which npétisources of evidence are used (Yin,
1984, p. 23). White (2002) suggests that a cash/ sequires a number of methods for its

successful accomplishment.

3.3 Data Collection

Primary data was collected from the company staffise of interview guides (Appendix

i) in order to establish the implementation stggteand challenges affecting strategy
implementation at Madison Insurance Company Keniyaited. Interview guides were

designed and administered through interview andugdsions to key informants which

included 4 senior managers and 2 departmental heads

The interview guide comprised of open ended questi®&econdary data sources were

also used to provide additional information. Thigswbtained from already documented
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materials such as in-house publications, in-housgnibhg materials and periodic
performance reviews. Additional interview methodslsas through telephone or via e-

mail will also be used in the data collection.

3.4 Data Analysis

The completed interview guides were edited for cetgmess and consistency before
processing the responses. Being a case study, ntoatalysis was the most useful
technique. It as a technique used to make infeszhgesystematically and objectively
identifying specific characteristics and messagdéss was the best method of analyzing

the qualitative data that was collected from therwiews and discussions.

This method is ideal for the data analysis bec@udees not restrict the respondents on

answers and also has the potential of generatitaglet® information on the challenges of

implementing strategy at Madison Insurance Comg&arya Limited.
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CHAPTER FOUR: DATA ANALYSIS, RESULTS AND DISCUSSION

4.1 Introduction

This chapter presents the findings of the caseysstrdtegy implementation at Madison
Insurance Company Kenya Limited. This chapter tloeeepresents data analysis on
respondent’s profile, the Organization strategy usoc challenges of strategy
implementation and discussions on the findings. 3tuely used primary data obtained
through an interview guide. The total numbers akpas to be interviewed were six, four

senior managers and two departmental heads.

The objectives of the study were to establishirtifdementation Strategy (Focus) and to
determine challenges encountered by Madison indmphting its chosen strategies
The findings from the study indicate that there isumber of Focus Strategy that is used

by Madison Insurance Company Kenya Limited in 8ggtimplementation.

4.2 Respondents Profile

The respondents comprised the senior managers;Gieeral Manager (general

insurance-business), the Underwriting manager, HurResources manager, Chief
Accountant and two departmental heads; the hed@Tfthe head of Communications

department. In total, the researcher interviewed fespondents out of the intended six
respondents. This represented 83.3% responseAtatae respondents interviewed had

university degrees with three of them having a Miestdegree as well.
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The respondents had worked in the organizatiowyer four years thus having sufficient
information regarding the organization. The resmuns have been holding the current
position for a different period of time, rangin@ifn a period of six months to five years
and therefore the respondents have sufficient kedgé of the area in which they operate
in. This senior level management was selected lsecadi their vast knowledge on

operational and strategic management issues oCtmepany. All the respondents were
based at the head office (Madison Insurance Houpeer Hill Road) at the time the

study was carried out.

4.3 The Organization’s Implementation Strategy (Foas)

Madison has the main objectives of providing thetbhesurance products at the most
reasonable prices and to offer unparalleled cust@@eice to their customers. Madison

insurance strategy focuses on attaining superigg term yields on investment through a

well-diversified spread of assets. Its vision islde top ranked preferred insurance
provider. Its mission is to lead in innovative irmoce service that creates and protects
wealth for all their stakeholders and to practio®dy corporate governance. It has the
following values that is; Teamwork, Integrity, Siee; Initiative, Innovativeness and

professionalism. It focuses on the following.

Corporate Governance: the Madison Insurance Comjpauted boards of directors are
responsible for the overall direction of the compsncorporate policies and are
accountable to the shareholders in ensuring conmg@iavith the law and the highest

standards business ethics. The directors are cdetdmib conducting business in
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accordance with the generally accepted corporaetipe and endorse the internationally

developed principles of good corporate governance.

Human Resource: its strength is the people. In @éthis, Madison is keen on ensuring
that the right people for the right roles in thgamization. They achieve this by putting in
place policies that attract, develop, retain andivate quality staff. They also provide a
safe and conducive work environment that enablesmaployees to meet the business
objectives set forth. Professionalism, urgent actiad integrity are key values amongst
their staff creating a performance ethic that eeswevery task and service is friendly,

proficient and quick for the benefit of their custers.

Customer Service: At Madison Insurance the custocoenes first. It is their aim to
deliver a consistently high standard of customee ¢ta all their customers and provide an
excellent human experience in all areas of servidey are committed to providing
customer satisfaction which is unmatched in theusty. Its process for providing
excellent customer service includes establishingratmpnal procedures and internal
infrastructure that support customer service, ommtisly measuring customer and

employee satisfaction, embracing change and stripersistently to improve.

Information and Communication Technology (ICT): moying service delivery to their
customers and efficiently has been the key driieMadison’s business strategy. At
Madison, they leverage on emerging and existingrtelogies to support this strategy

through continuous improvement of their informatioammunication systems. They
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have invested heavily in modernized ICT systemé waibranch network of 21 branches
interlinked through a secure Wide Area Network (WANtegrated with Voice Over

Internet Protocol (VOIP) facility. Additionally, ¢hhave integrated their systems with
online service portals, which facilitate conveniamd interactive communication with
their clients. Through the website the customens aecess their policy statements,
submit claims, chat with them, pay premiums, subemtuiries, and obtain online

guotations and access prime information regardieg policies.

Corporate Social Responsibility: Madison Insuraeogleavors to be a good corporate
citizen. They are always looking for ways to pagly engage with the community in

what they do business.

4.4 Challenges of Strategy Implementation

Many challenges occur during strategy implementatod organizations must adopt
ways to overcome them in order to survive. Commamist clearly understand the
environments they operate in order to implemenir tegategies. They may either be

internal or external challenges.

The findings revealed that Madison Insurance Compéenya limited experienced the
following highlighted challenges: risk managemeisk quantification, The widespread
revolution of e-commerce and mobile technology Comt with rapidly changing

demographics, economic and regulatory uncertaiaty]y the constant struggle to

competitively differentiate themselves, changingtomer expectations, technological
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changes, Growing cultural diversity and changingifa structures, declining number of
traditional insurance agents, government policiesl aequirements, rewards and
sanctions, political stability, lack of staff contment, leadership and management and

organizational culture.

Most respondents informed the researcher the coyngi@es not have a fully operational
risk testing program. Furthermore, the maturityriek testing varies across the life and
health insurance sectors. Moreover, to produce ittic@mation it takes longer than a
month and they do not have fully documented rislics that cover the significant risks
to which they are exposed. The degree of coordindietween and among risk, finance
and compliance functions is moderate level of cmatibn and this poses a challenge to

strategy implementation.

Risk quantification which requires internal riskdacapital models to meet the highest
quality standards, be appropriately calibrated af‘'réime”), and fully tested and
documented, as well as subject to independentiggrand validation. In quantifying
risks, market and underwriting risks are most {ikkel be stochastically modeled, and that
they had infrastructure or data issues that predetiiem from following their desired
approach to risk quantification and henceforth @lehge to strategy implementation.
Changing customer expectations is one of the aigdie that the respondents admitted
that the organization is not meeting changing coreguand policyholder expectations,
and in turn are missing out on a vital competitiéerentiator and this fosters a major

challenge to strategy implementation.
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Compounding these developments are technologicghrees that have transformed
consumer preferences about how they interact whid msurance company. The
respondents revealed to the researcher that thisrdating new distribution and

communication channels that are changing how tmepamy conducts its business and
manage relationships. While older generations tenke less at ease with these shifts,
younger consumers are generally comfortable utijaigital platforms to become more
informed shoppers and buyers. Moreover, though linisative segment likely will

remain relatively small, there are an increasinmber of self-directed consumers who

have a strong desire to play an active role irr then financial planning.

Growing cultural diversity and changing family sttures continue to heavily influence
demand and life and retirement purchasing pattenasas a result, effectively reaching
certain multicultural markets has become even morgical. Insurers’ Family
composition also has undergone significant chargggributing to the need for more
effective target marketing strategies. In particulaingle parent households have
increased and females are making more financialsides than ever before and the
transition into adulthood is occurring at a slowace, which has delayed the types of life
events (e.g., marriage, parenthood) that typicdtiye the purchase of life insurance.

This has prompted a challenge in strategy impleatemt at Madison.

Declining number of traditional insurance agentseducing the insurer’s ability to have

sustained customer interactions. Traditionally,nagevould help clients become more

financially literate by explaining financial prodscand services, as well as individual

26



financial and coverage needs over time. Despitaiieein self-directed customers, this
lack of personal interaction is hurting the insig@verall ability to market and sell more

complex products, particularly via online channels.

Respondents did observe that in order to achieee disired results; rewards and
sanctions play an important role. The respondeigislighted that reward and sanctions
did exist in the organization, however, the resmmtsl were unsure what criteria is used
in rewarding as there were instances where nonndegepeople got rewarded. The
respondents agreed that reward and sanctions dralgiut a challenge in strategy
implementation especially where they weren't algyte the actions and objectives of
individuals with the objectives and needs of thenpany’'s strategy. The respondents
agreed that as much as financial rewards are imp@rhon-financial rewards such as
autonomy in project supervision, recognition of ttede they play are also equally

important in the implementation of strategies.

Political stability is a challenge to the compar@hanges in the domestic political
environment bring about changes in Government i@sliobjectives and strategies which
directly impact on the implementation of strategédladison. In addition, the dynamics
of the political parties and the potential alliasicpolitical events such as elections, and
uncertainty also affect the implementation of glggtat Madison Insurance Company.
Commitment of staff to strategy implementation weasother challenge which the
researcher established from the respondents. Mggbndents informed the researcher

that although some members of staff were commitiedt of the members of staff were
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not committed. Most members of staff did not linkategy implementation to their

performance and they don’t associate their rolels thie objectives of the corporation.

Leadership and management in the organization ischallenge to strategy
implementation. The respondents supported thiw Wig pointing out various kinds of
challenges faced by the organization that were r@sw@t of leadership and management
such as Rigidity, management resistance to chandenaw ideas, promotion not been
based on merit, non-involvement of all employeesthategy implementation, lack of
visionary leadership together with poor leaders$kjls and bureaucracy together with
the failure to embrace new ideas and innovatiog@irology in business was noted as a

challenge.

Organization Culture was cited as one of the maghrallenges to strategy
implementation. Culture impacts on most aspecth@forganizational life, such as how
decisions are made and who makes them. Several engnob staff are resistant to
change and would like the status quos to remairw lHod is resisted and hence
difficult to retain new key resource personnel. Tegpondents indicated that challenges
brought about by culture includes; communicatioabpgms between the departments,
lack of trust when the strategies threatens the@jlopposition of strategies, opposition
of change within the organization, administrativenders full implementation of
strategy, delayed services and also poor serviteedg One respondent informed the
researcher that inbreeding is a challenge to styait®plementation because everyone

thinks the same and incase of new ideas thereiisar for innovation.
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The respondents were in agreement that the chakemghich they encounter pose
challenges to the implementation of strategiest &sads to delay in service provision,
results to employees resistance to performanceamatbecause they did not understand

it fully.

4.4 Discussion
The study established that Madison Insurance Coynp@nya Limited has six core
values; teamwork, Integrity, Initiative, Innovathess Professionalism and Urgent

Action.

Madison has a board of directors and senior Manageteam who have the necessary
experience in strategic management since theynanadvied at every level of strategic
planning. Madison Insurance emerged as the runmgr’'at the Association of Kenya
Insures (AKI) agents of the year awards 2010, aod the award for the most improved

insurance company.

The Human Resource department of Madison Insurd@ampany Kenya Limited
confirmed that training is very important when implenting their strategies. The
company trains employees on the implementatioreof strategy so that they can get the

necessary knowledge.
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The findings from this study on the challengesmoplementation of strategy at Madison
established that there are challenges encountgrédtelbcompany that are also evident in

other studies previously conducted.
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CHAPTER FIVE: SUMMARY, CONCLUSION AND

RECOMMENDATIONS

5.1 Introduction
In this chapter, the researcher provides a summwfaitye findings, the conclusions made
from the study, the recommendations made by theareker based on the findings as

well as the suggestions for further research.

5.2 Summary of findings

The study found out that Madison faces many chg#erwhile implementing strategies.
This chapter summarizes the focus strategy andeciggds which the study established.
Madison Insurance Company Kenya Limited has six c@lues; teamwork, Integrity,
Initiative, Innovativeness Professionalism and WtgAction. The study found out that
there are some challenges which include the foligwirisk management, risk
guantification, The widespread revolution of e-coemoe and mobile technology
Combined with rapidly changing demographics, ecanocamd regulatory uncertainty,
and the constant struggle to competitively difféisge themselves, changing customer
expectations, technological changes, Growing cailtagiiversity and changing family
structures, declining number of traditional insw&aragents, government policies and
requirements, rewards and sanctions, political ilgigblack of staff commitment,

leadership and management and organizational eultur
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Management has modified the culture within the opizgtion to accommodate new
changes. This has been done by bringing on boavdskiéls and cultivates the culture of
delegation through Management by Objectives. Thidhaaces team spirit and
accountability among members of staff. Managememwdver had to do a lot of

awareness and maintain very effective and effic@ntmunications process.

Organizations therefore require culture changdigm avith the new strategy. Culture is a
very important element of strategy implementati@tause “lack of compatibility of
strategy and culture can lead to resistance to gehaand frustrate the strategy

implementation efforts” Aosa (1992).

In some cases members of staff were not comfertalith policies like performance

contracting because they thought signing performacontracting based on set
performance will affect their employment in the ewé¢hat they don’t achieve the set
targets. The study noted that the challenge otudfitiation was countered by intense
marketing in all the markets of choice and custosewice. The study indicated that
there is a challenge of staff commitment and lestdpr The study found out that in order
to overcome challenges related to core competdmeeCompany had strengthened its
training programs, performance with reward, andwatad the skills required to provide
competitive service. The management had aligned citapany operations to the
widespread revolution of e-commerce and mobile rietdgy Combined with rapidly

changing demographics and the changing environment.
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5.3 Conclusions

Two sets of factors primarily shape a companyfategy and these include External
factors (macro environment, industry, competitiamustomers) and Internal factors
(resources, competence, culture etc.) It is importep think critically about an
organization’s business in terms of what is happgmside the organization and what is

happening outside the organization

Strategy implementation carries with it many inmerehallenges which include the
amount of time required to develop, deploy and en@nt the strategy as well as
aligning people around its strategies. Strategylempntation focus on how chosen
strategies are put into effect and managing theuired] changes. The strategy
implementation challenges experienced by the compaere enhanced by both
government policies and requirements under whishoperating. The company had no
control over these policies and regulations. Just Any other insurance company,

Madison operates in a complex environment, whighase unpredictable and less stable.

5.4 Recommendations

The study recommends the following:-

For Madison Insurance Company Kenya Limited torionp the customer experience it
must continue to invest in understanding consumer @olicyholder expectations. The
industry’s long history of designing products aretvices based on under writing’s,
producers’ and legal expectations has made it dlecigg to change insurance to a

customer- focused business. Making the changenglex and often wrenching, but an
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enhanced consumer analytics program that can letgprdine ways to attract and retain

more customers is a good first step in meetingdhalenge.

It should revisit its customer experience prograf@andidly assess its organizational
commitment. Are its actions aligned with its slog@rs it measuring what is important,
holding people accountable, and rewarding thenmfproving the customer experience?
It can change traditional distribution platformMost insurance companies have been
hamstrung by their existing distribution platfornad have been nervous about
disrupting them. This is a rational concern; chamhgs to occur to promote future
success. Taking a long-term view can facilitats #thange; organizations that view the
ideal distribution model of ten years from now tendbe in a better position to align

distribution with the market’s changing expectasion

Design products for consumers rather than produdg@bviously, you can’'t generate
revenue from a product that a producer won't selt, can you meet changing consumer
needs if you only offer what producers will sellcédrdingly, Madison can test a new
product aimed specifically at a consumer need agigd it for the web, which will

maintain simplicity.

Madison should differentiate its value propositibnough thoughtful advice. More and

more consumers don’t have a good understanding@wfth protect what's important to

them.
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An insurance company’s greatest asset is the tatallects and analyzes. Information
advantage through analytics is recommended for &tediWidespread customer use of
mobile, social, and online channels, Consumer fisenart phones and tablets is causing
insurers to re-think how they promote their bramducate consumers, and serve

policyholders.

Social media and social networking channels adédtditional dimension to customer
interaction. Moreover, the adoption and use of éhelsannels goes beyond just end
consumers — agents and advisors increasingly expéatmation and transactional
services to be available on the device of theiricghoAs a result, Madison Insurance
Company Kenya Limited have to manage not only im@kpolicyholder data, but also
their distributors’ and prospective customers’ abanobile, and online data. Effectively
combining these external sources with internal gyblolder data can provide the
company a significant information advantage whegeting, selecting, and serving their

customers (both consumers and agents/advisors).

Information advantage through analytics can alsdbp Modernization of policy and
claims/benefit administration systems, combined hwgervice-oriented enterprise

integration that insurers can take to gain an mftron advantage.

Developing a comprehensive information strategy #ligns with business strategy, can

help Madison save valuable time and resourcesdy ttho have a clear information

strategy. Senior management should determine wipigstions the company needs to
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answer in order to make effective decisions, ad a®lwhere and how information,

analytics, and insights can provide it with a cotitpe advantage.

Operations; Transforming billing and payments inyeréhe claims function. Customer
billing and payments are as much an opportunifyréwide excellent customer service as
they are a core operational and accounting func#ostrong customer billing process is
customer-centric and is the primary communicatietwieen customers and the company.
Moreover, high quality billing and payments provickrriers the opportunity to deliver
important marketing, sales and other informatioa tompany feels would benefit its

customers, as well as to demonstrate the compaoysnitment to their satisfaction.

The move to electronic billing and payments thamkdarge part to advances in the
accessibility and capability of mobile technologeser the last several years, because
customers are increasingly paying bills electrdhicainsurance companies are
experiencing pressure from them to offer the sdmehility of choices that many other
industries do. Insurers that are unable to prosigeh options run the risk of customers

and other important stakeholders perceiving thetveitnd the times and/or inefficient.

Value added communications is another opportupitydmmunicate with customers and
is available on an ongoing basis through invoiess forward thinking companies view
the process as a multifaceted method of communitdhat helps grow the business.

Insurers are using invoices to announce speciamgtions, track loyalty program
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participation, advise customers about billing crema@nd offer customized messages for

up-selling or cross-selling.

Contracting terms and conditions should includdgeerance requirements, termination
clauses and reporting procedures. Compensatioreragras, roles, responsibilities, and
expectations for performance should be clearlyndefi and make clear the required and

expected extent of third party administrator o\ghsi

5.5 Limitations of the study

Interviewing top level executives in the organiaation strategy implementation is like
asking for a self-evaluation. It also demands thatinformant makes a judgment on the
institution they work for. It is expected therefahat some of the responses were likely to
be biased as the informant may perceive penalgssltmng from taking a particular
position on an issue. This was, however, minimiagdssuring the informants that the

information was to be used solely for academic pses.

There was also a constraint of availability of mf@ants due to engagements such as
leave of absence, training, or fieldwork. Some ptigd informants, being busy top level
executives, were not available within the time feaaf the research work. Nonetheless,
the informant rate was high enough that these ditioihs had marginal effects on the

overall findings of the study.
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5.6 Suggestions for Further Research

A comparative study needs to be carried out to @mphe findings of this study with
other insurance companies in Kenya. The study resemds that since market variables
change from time to time core competences shouliabeessed to bring out competitive

advantage to the Madison Insurance Company Kenyaed.
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APPENDICES

Appendix i: Introduction letter

UNIVERSITY OF NAIROBI
SCHOOL OF BUSINESS
MBA PROGRAMME

Telephone: 020-2059162

P.0. Box 30197
Telegrams: “Varsity”, Nairobi r Nairobs, Keny
Telex: 22095 Varsity
DATE....Q.Z.{.??..&.)Q& iy
TO WHOM IT MAY CONCERN.. —_ -

e ek |
The bearer of this letter .. 17 A I K 1T 400 L1 DA A An2in
Registration No... ’) E1L / 1274 } LAa)Z .

is a bona fide continuing student in the Master of Business Administration (MBA) degree
program in this University.

He/she is required to submit as part of his/her coursework assessment a research project
report on a management problem. We would like the students to do their projects on real
problems affecting firms in Kenya. We would, therefore, appreciate your assistance to
enable him/her collect data in your organization.

The results of the report will be used solely for academic purposes and a copy of the same
will be availed to the interviewed organizations on request.

Thank you. -

b _ : E TZ P.UB il /
PA eK NYABUTQ e
MBA ADM]NlSTRATOR

SCHOOL OF BUSINESS
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Appendix ii: Interview Guide.

Research Objective: To investigate factors affgc8trategy implementation at Madison

Insurance Company Kenya Limited.

1. How do you define the concept of strategy imgetation?

2. What kind of issues would you associate strabegpfementation with?

3. How do you patrticipate in the strategy implemraéon process?

4. How are the policies pertaining to strategy enpéntation communicated within the
different levels of the organization?

ol

. Describe your own role in the process of Styategplementation?

6. Evaluate the degree of the strategy implemamtairoblems in your organization?

7. Is your strategy consistent with customer angleyee attitudes about your strengths
and weaknesses?

8. Do employees understand your strategy and thergstions on which it is based?

9. Do your recognition and reward systems reinfoxar strategy?

10. Does your organization have a way to quickigdeaine whether failure to achieve
goals is due to a poor strategy or just a gtrategy implementation?

11. What challenges do you encounter in the prookssategy implementation?

12. Is the senior management of the institutiotheforefront in providing leadership to
enable strategy implementation?

13. What challenges do you face in terms of emm@syaorale, behavior and general
approach to work during the implementatibthe strategies?

14. Is senior leadership committed to the samdegjya

15. Does the company Strategy identify a uniquinggbreposition?

16. Does the company have a selected Focus StPategy

17. Have you determined the key success factatsedstrategy?

18. What is the general attitude of junior and rteddvel staff towards the business
strategy? Do they have adequate informatiotheir roles in the strategy
implementation?

19. What's your general comment on strategy implaaten of the Company?

Thank you for your cooperation

43






