INFLUENCE OF PROMOTION STRATEGIES ON PERFORMANCE
OF FAST MOVING CONSUMER GOOD INDUSTRY IN NAIROBI
COUNTY KENYA

JARED OJWANG

A RESEARCH PROJECT SUBMITTED IN PARTIAL
FULFILLMENT OF THE REQUIREMENTS FOR THE AWARD OF
THE DEGREE OF MASTER OF BUSINESS ADMINISTRATION

SCHOOL OF BUSINESS, UNIVERSITY OF NAIROBI

NOVEMBER, 2014



DECLARATION

This is my original work and has not been preseriteca study in any University or
college.

Signature...........cceevee i, Date.......cooovveineennnnn
Name Jared Ojwang

D61/60280/2010

SUPERVISOR

This project has been submitted for examinatiorhwity approval as the University
supervisor

Signature.........ccccceeeeeeeeeenn. Date......ovvvviiiin
DR.J.M Munyoki

Senior Lecturer University of Nairobi



DEDICATION

This project is dedicated to my wife, my childremdgparents who have been my key
asset to success and supported me emotionallyringdthe draft of the project. They
gave me valuable strength to excel and achievel mymbly and kindly appreciate their
support and prayers that led to the completionhi$ project within the stipulated

timeframe.



ACKNOWLEDGEMENTS

Above all, thanks to my God because of the unwageaprovision, love and protection in
all moment of lack and despair, fear and discourege. Individually | take the
formatting errors that would be spotted in thisigtcrMy special gratitude goes to my
supervisor Dr. Munyoki who tirelessly through hiffoet and initiative guided me
through the whole process. | would like to acknalgke all the MBA students,
colleagues, friends and my family especially faittmoral and material support for the

completion of this project.



TABLE OF CONTENTS

DECLARATION ettt e et et e e e e et e e eeaeeas ii
DEDICATION Lo ettt e e et et e e et e e e enans ii
ACKNOWLEDGEMENT oot e e e e e e e eees iv
LIST OF TABLES ..o et Vil
N 1S o O Vil
CHAPTER ONE: INTRODUCTION ... 1
1.1Background Of the StUAY............iiiiiiieeeei e 1
1.1.1 The Concept Of Strat@gy ...........ciicommmmmeeeeeee e e e e eeaaaas 3
1.1.2 Concept of Promotional Strategy ......ee..oeeeeeriieeeeiiiiieeiiiiieeeeiiie e e 3
1.1.3 Organizational Performance ...........cccceeeiiiiiii i 4
1.1.4 Fast Moving Consumer Good Industry in Kenya............ccoeeovvviieeeiiiiineeeennnnn. 5
1.2 ReSearch Problem ... e 6
1.3 RESEAICh ODJECHIVES ... .ot e 8
1.4 Value OF the STUAY .....ooovviiiiiii et mee ettt e e e e enna e e e e e eeenaeeas 8
CHAPTER TWO: LITERATURE REVIEW ... e 10
P2 R [ g (o To [FTo{ 1] o TP TRPPPP 10
2.2 Theoritical fOUNTALION ..........cuviiiiiiiiieiii i s 10
P N | N I 41T o YU 10
2.2.2 Hierarchy of EffeCts TREOIY ...........umee e e e 11
2.2.3 Relationship Marketing ThEOIY ...... .o ccceeeniiieiie e 12
2.3 The Promotion Strat@QieS .........ceiiicemme et e e 14
CHAPTER THREE: RESEARCH METHODOLOGY ... 20
I N [ g1 (o To [T To{ 1] o TSP PP RPPPP 20
3.2 RESEAICN DESIGN ...ttt ettt e e e e 20
3.3 Population of the STUAY ..........cooiiii e 20
3.4 Data COllECHION .....coiiiiiiiii et et e s 20



3.5 Validity and Reliability of Research Instrument................ccccoeeieiiiiiiiiiiiieees 21

3.6 DAta ANAIYSIS.....uu i ee et et e e e 22
CHAPTER FOUR: DATA ANALYSIS AND INTERPRETATION ....ccooovvviiiiiiinne. 24
0 [ 011 (oo [ 8 ox 1T I P PP PP PPPPRRTRTPPRRRRRTTTRN 24
4.2 Demographic Characteristics of Respondents...............ccccoiveeiiiiiieeciiie e, 24
o N = = g [o [ 4 F= U To 1= PP 26
4.4 Benefits of Brand Identity ...........oouuuuiiiii oo 27
4.5 Competitiveness of the firm in the INdUSTRY...........oooeiiiii 28
4.6 Measures of Attracting and Retaining CUStOMENS...........ccoouvuiiiinieeeeeeeeiiinnnnn. 28
4.7 PromotioN STrAtEOIES .....ccevvvurun e et e e e ettt e e e e e e eeee e e e e e enenan e e eeas 29
4.8 Performance MEASUIEIMENT............... e eeeeeeetitiaeaeeeeeeesiti e e e e eennenn e eeeens 35
4.9 Relationship between Independent and Depentitables .................cccooeeeeinnnnil. 36
4.10 Relationship between Variables of the Study.............ccccooiiiiiiiiin i, 39

CHAPTER FIVE: SUMMARY, CONCLUSION AND RECOMMENDATIO NS...40

5.1 INEFOAUCTION ..ttt e e e e e e e e e e e e e e e e e ee e e e e eeeeeeeeeees 40
5.2 Summary of the FINAINGS .......ouuiiiiieeee e e 40
5.3 CONCIUSIONS ...t oottt e e e e e s 42
5.4 Recommendations and POIICIES .......... oo erenti et ee e eeeeeees 43
5.5 Limitations Of the STUAY ........cooiiiiiiii e 45
5.6 Suggestions for Further Research ... e 46
REFERENCES ... .ottt e e e e e e et e e eanees 47
APPENDICES. ...ttt ettt a e i
Appendix I: INtrodUCLOrY LELIET ........cooutieee e e e e e e e [
Appendix 11: QUESHIONNAIIE ..........uui et e e e e e e e e aaaaaes i
Appendix IlI: List of Fast Moving Consumer Good Cpamies in Kenya..................... Vii

vi



LIST OF TABLES

Table 4.1 Position of the ReSPONAENLS......ccommmmeiiiiiiieeeiiiee e 24
Table 4.2 Academic Level of ReSPONAENtS .....ccoeemiiiiiiiiiiiieeiiiiiiii e 25
Table 4.3 Period Of OPEration ...........o.uuieumiiiie e e eeee e 25
Table 4.4 Size of the COMPANY ........ccoiitmmn ettt e e eeeeaees 26
Table 4.5 Brand IMange..........cooo oot e e e e eeenenes 27
Table: 4.6 Benefits of Brand Identity ........cccceoi oo 27
Table 4.7 Industry COMPELIIVENESS .........coummmeeeeeiiieeeeiiiie e e e e e e e e enaans 28
Table 4.8 Measures of Attracting and Retaining QUSTS ..............cccceeeeeeeiineeeennnn. 9.2
Table 4.9 Medium of AdVEItISING .......covviiieeeiiiec e 30
Table 4.10 Personal Selling MeaNns ..........cccueeiiiiiiiii e 31
Table 4.11 Sales Promotional ACHIVItIES..........ccovviiiiiiiiiiiiiiiiiieeeeeeee e 32
Table 4.12 Public RelationShip .........c.uuuoiii e 33
Table 4.13 DIreCt Marketing ........c.uuuuuuicceeeiiae e e e e e ne e 34
Table 4.14 Performance MeasUremMENT ........ccccemiieiiiiiiuiiiaae e e e e 35
Table 4.15: Coefficient of Determination ......cccc.....uuuoieiiiiiiiiiiii e e 37
Table 4.8 : Pearson’s Correlation analySiS.............oiieeiiiiiiiiiiiiieeeeeceeie e 39

vii



ABSTRACT

The motive behind this study was to investigate tiuence of promotion strategies on
performance of fast moving consumer good firms iairdbi County Kenya. The
objective of this study was to determine theuefice of promotional strategies on the
performance of Fast Moving Consumer Goods firmsNairobi county. Descriptive
research design was used that present data usiqgefncies, percentages, means and
standard deviation to summarize the data. The stwsdya census study where the study
analyze all the 40 FMCG companies (see Appendixaperating in Nairobi County-
Kenya and registered by the Nairobi County Goveminigepartment of Trade. The
study relied on both primary data and secondarg datirces. Questionnaires were data
collection instruments. Secondary data was gathén@a library material, business
journals and reports, media publications and imesearch engines. The respondents of
the study were selected from marketing departmetiteo40 FMCG companies operating
in Nairobi County, Kenya. Descriptive statistics svased to determine measures of
central tendency such as mean scores and meaduttispersion such as variance and
standard deviation. Regression and Pearson caorelahalysis method was done to
relate the independent and dependent variable.dHt@ collected and analyzed was
presented in the form of tables, frequencies amdemages. The study established that
Fast Moving Consumer Firms in Kenya were strivimgl avilling to adopt advertising
personal selling, sales promotion, public relatiamsl direct marketing stratetegies to
achieve competitive edge despite high costs adedcwgith some promotional strategies
like the print media(newspapers, magazines andh@s).Regression analysis method
was used to determine the relationship betweervdhi@bles. The study concluded that
there was a positive relationship between independariables (advertising, personal
selling, sales promotion, public relations and ainmarketing) and dependent variable
(Performance of Fast Moving Consumer Firms in Kéiyee study recommends that the
Government should come up with policies to enha@mmmunication technology
especially in the advent of recent interconnegtithtough the undersea cables which has
enabled faster internet services through fibercopsible among major towns in Kenya
and is perceived to be faster and could be of drveagfit if connected with rural towns
and markets for job creation like in Cyber cafesd aconsequently alleviate
unemployment.
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CHAPTER ONE: INTRODUCTION

1.1Background of the Study

Due to environmental complexity, globalization, quetition and influence of technology

and changing consumer need and wants, global arad fast moving consumer good

firms have been necessitated to adopt appropriaiegiional strategies for effective

position, targeting and segmenting markets. Pramostrategy is the direct way an
organization tries to reach its publics. Promostmategy has remained the only way firms

gain competitive edge in the market (Kotler, 2007).

Promotion strategy involves the five elements oé gromotion mix they include
advertising, sales promotion, personal selling, lipubelations, and direct marketing
(Czinkota and Ronkainen, 2004). In order to keepvith the competition and changing
consumer needs and wants, firms are forced to asftgattive promotional strategies to
promote growth beyond boarders thus creating avaseand increasing usage rates of
their products and services. Promotional strategieable firms to attract and retain
customers thus increased growth in terms of redurinvestments due to expanded client

base (Kotler, 2007).

The focus on promotional efforts and developmennafketing strategies has remained a
challenge to many firms in Kenya (Straughan, 208@wever, due to the growth of the
service sector, it is necessary for any organimatiio focus on promoting their services
for them to survive in the dynamic business envitent (Kotler, 2007). Today marketing
of organizationsnanufacturing fast moving gootiss remained a big challenge in Kenya.
Since products can be separated from the persdormeng or selling them, it is the
responsibility of both large and small organizasiclw adopt appropriate promotional

1



strategies in order to attract and retain custonf@rsmotingfast moving goodsising a
diversity of communication channels promote attoactand retention of customers

(Sanchez and Peinado, 2003).

Marketing strategy involves strategic situation lgsig, designing marketing strategy,
marketing program development, and implementing arahaging marketing strategy.
Moreover Dawes and Brown (2000) uphold that criticathe survival and success of
smaller, entrepreneurial companies is their abitityhink and plan strategically, and the
last purpose of all strategic marketing effortstli® development of a sustainable
competitive advantage for the business. Strategiketing practices help organization to
cope with increasing environmental turbulence ammplexity, more intense competitive
pressures, and the pace of technological chatigésen (2002) argues that segmentation,
targeting and positioning which all can be effeelyvperformed in companies of high

market orientation is the essence of strategic eted.

According to Graham and Frankenberger (20B0JCG firms have been encountering
numerous challenges during the past two decadelsiding competition, recessions and
image problems. Additionally, many FMCG organizatiohave been facing mature
domestic markets with limited future growth potahtiwhich as a result, has led to
expansion of their markets abroad. However, indix@amic business environmeifést

moving goodorganization have been forced to develop effegiiromotional strategies
in order to survive in the competitive businessiemment hence achieve growth in all

aspects of the organization (Quintana, 2003).



1.1.1 The Concept of Strategy

A Strategy is the long-term direction which orgaians adopt to gain competitive edge
in the dynamic business environment by using ressuand core competencies to fulfill
stakeholder expectations. Any Organization canrperate without a strategy because
“Strategy formulation” is vital to the well-beingf @n organization (Nielsen, 2002).
Strategic reactions to the external environmenheforganization are crucial to success of
any company operating in the competitive markeirenmnet. Every successful business
has a strategic plan and knows where it is heaitirthe future. Taking the time on an
ongoing basis to review the company's past perfocsma and predict its future
performance, gives it a road map to follow. Withasbing marketing environment,
marketing strategies are necessary for survivallarige and small organization(Keller,

2003).

According to Nielsen (2002), it is evident that o@ompanies are not able to satisfy
long-term and ever-changing market needs and cestomxpectations. To invest heavily
into Research and Development, marketing and salieities is the endeavor to bring
new products to the global markets and materidhzen properly. It can clearly be seen
that the strategic marketing process enables thganies develop new products in the
long term thus promoting growth of the company. &Hmncing of partners for the sake
of maintaining long-term growth and competitivenésgoday one of the most usable

strategies in the world of any industry (KellerQ2).

1.1.2 Concept of Promotional Strategy
Promotion is according to Brassington and Petf#@00) the direct way in which an
organization communicates the product or servicéstdarget audiences. Brassingtonh

andBlumberg, and Perrone, (2001) have categorizegitbotional tools into five main



elements; advertising, sales promotion, public ti@hs, personnel selling, and direct
marketing. Promotion is the direct way an orgamiatries to reach its publics. This
performed through the five elements of the promotiix which include; advertising,

sales promotion, personal selling, public relatioasd direct marketing (Czinkota and
Ronkainen, 2004). The role of promotion has beealefieed into managing long term
relationships with carefully selected customergluding construction of a learning
relationship where the marketer attains a dialogitb an individual customer (Dawes

and Brown 2000).

1.1.3 Organizational Performance

Organizational performance comprises the actugdutudr results of an organization as
measured against its intended outputs. It involliesability of an organization to fulfill its
mission through sound management, strong governandea persistent rededication to
achieving results. Effective nonprofits are missisiven, adaptable, customer-focused,
entrepreneurial, outcomes oriented and sustain@eating flexible, high-performing,
learning organizations is the secret to gaining petitive advantage in a world that won't

stand still (Blumberg and Perrone, 2001).

Organizational performance encompasses accumwdatbdesults of all the organization’s
work processes and activities. Performance measaede financial or non-financial.
Both measures are used for competitive firms in diggamic business environment
Financial measures of organizational performanatude; return on assets, return on
sales, return on equity, return on investment,rnetun capital employed and sales growth.
Non-financial organizational performance measunaslude; web-performance track
variations in traffic-page views, advertising imgs®mns served and unique users (Mols,

2000).



The foundation of long-term performance is lifetincestomer value; the revenue
customers generate over their lives, less the @oatquiring, converting, and retaining
them. Web-marketing strategy using the 4w's wilitin an increase in efficiency within
established marketing functions. Second, the tdolggaof e-marketing transforms many
marketing strategies resulting in new business fsdtiat add customer value or increase
company profitability Focusing on web performance many e-commerce compani
collect data related to cost and usage of theirsitey few of them understand, in detail,
how well such information measures their sites’f@genance or how this performance

compares with that of competing sites (Mols, 2000).

1.1.4 Fast Moving Consumer Good Industry in Kenya

Fast Moving Consumer Goods (FMCG), are the prodiheiisare sold quickly at relatively

low cost (www.kpmg.co.ke). Though the absolute iprofade on FMCG products is

relatively small, they generally sell in large qtities, so the cumulative profit on such
products can be large. Examples of FMCG generattjude a wide range of frequently

purchased consumer products such as toiletriep, soametics, teeth cleaning products,
shaving products and detergents, as well as othverdarables such as glassware, light
bulbs, batteries, paper products and plastic ggasiav.kpmg.co.ke). FMCG may also

include pharmaceuticals, consumer electronics, g@exk food products and drinks,

although these are often categorized separately.

FMCG products are generally replaced or fully ugpdver a short period, usually a few
days or weeks, or months, but within one year. Thigrasts with durable goods or major
appliances such as kitchen appliances, which anerghly replaced over a period of

several years. Despite the efforts of increasirg tblume of sales by FMCG firms,



challenges like competition, influence of techngloghange of customer needs and wants
and globalization has necessitated FMCG firms &nge their communication strategies

to survive in the turbulent business environmem\fnkpmg.co.ke).

Fast Moving Consumer Goods (FMCG) sector is orth@largest sectors in the economy
of Kenya. In the last few years, the FMCG industriKenya has experienced a dramatic
growth; both qualitative and quantitative improvensehave taken place in the consumer
durables segment. Multiple players in the Kenya keardeal with FMCG with an
objective of generating profits from various maskeProducts produced by large and
small manufacturing firms in Kenya play a majoreroh the Kenya economy through

levies charged by the Government.

Both private and public manufacturing firms playnajor role in the Kenya economy by
providing employment opportunities to Kenyans thogroved GDP. According to

KIPPRA statistics, manufacturing firms in Kenya gaontributed to economic growth by
13% and created employment by 18%. Therefore,nthm observed that manufacturing
firms are key components of the Kenya economy gibhenopportunity to grow through

promoting their products in the local and globalrkess. Promotional strategies applied
by manufacturing firms determine the growth andcess of the firms in the changing

competitive industry (www.kpmg.co.ke.).

1.2 Research Problem

To survive in the competitive marketing environmertoth small and large
organizations need to adopt promotional strateigiesder to attract and retain customer
hence long term relationships and growth in terrhgroductivity (Reid et al, 2005).

Increased revenue, increased client-base and cestogyalty are measures of growth of



any organization in the competitive market (Maragitat994). Much of the FMCG firms
marketing literatures have concentrated on margetizeory more than promotion
practice. Unfortunately, the issues of marketing #ecoming more complicated as
competition of fast moving good continues to chamgeldwide (Miller and Sraughan,

2000).

The FMCG industry in Kenya is currently charactedizy challenges from the external
environment that has necessitated a paradigmishiftarketing strategies. Some of these
challenges include; political regulations, econowgtfienges like inflation, currency value,
social influences like change of customer needsaants, technological challenges in
marketing like e-commerce, the globalization issaed stiff competition from local and
international FMCG companies remain major gapsMCE companies operating in the

Kenyan market (Kombo, 2010).

Studies that have been carried out on promotidnaiegjies used by FMCG companies in
the local and international markets indicate thratmtional strategies help firms to adjust
in the competitive and changing business environnfeor instance, A study carried out
in Europe by Blumberg (2001) on application of glbbmarketing strategies by
pharmaceutical companies clearly indicates thabajl marketing strategies are essential
to any competitive company. Another study carried by Kombo (2010) on global
marketing strategies adopted by micro and smallimmedenterprises sector in Kenya
clearly indicate that, effective marketing stragsgiresult to customer satisfaction and
retention. Other studies carried out by (Mugwe,20Qloo, 2010 and Achieng, 2009) in
relation to promotional strategies on performanterganizations observed that modern

firms achieve competitive edge by ICT integratiartheir promotional tactics. Thus the



studies observed that globalization challenge isesstating firms to change their

operations and communication in the global market.

Arising from the findings of the above study, iteigident that, there are many areas about
the influence of promotional strategies on perfarogaof FMCG firms that have not been
investigated by previous research studies. Findriggvious studies wee too general and
focused in different sectors, while others wereiedrout in different environments which
are different compared to Kenya. It is for thiss@a that this study seeks to establish the
influence of promotion strategies on performanc&M{CG industry in Kenya. This study
sought to answer the following research questiohatws the influence of promotion

strategies on the performance of Fast Moving ComesuBood industry in Kenya?

1.3 Research Objectives

The objective of this study was;

i.  To determine the influence of promotional stradegbn the performance of Fast

Moving Consumer Goods firms in Nairobi county.

1.4 Value of the Study

The findings of the study will be important to FMCiBms’ as it will enable the top
management to assess whether the promotional gaatehey adopted have been
beneficial to them or not thus coming up with agpiate promotional policiesThe
government will be able to understand how FMCG $irase promotional strategies to
gain competitive edge due to intense competitiamfiocal and foreign FMCG firms
hence their sustainability. It will be in a positito formulate policies that are aimed at
increasing productivity and safeguarding their res¢s based on quality checks. The

development partners who are usually interesteuelting the FMCG firms to prosper



will have an understanding of a wide variety oftfms that hinder the them hence
sustainability and the extent to which the ideadfifactors affect their operations. The
scholars and researchers who would like to debatecaory out more studies on

promotional strategies used by FMCG firms to enbaheir performance



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction
This chapter outlines; the theoretical and emgiridarature on the promotion mix
strategies, effects of promotional strategies enprformance of Fast Moving Consumer

Good firms and marketing communication theories.

2.2 Theoritical foundation
Various theories have been suggested by differemitoss in relation to marketing
communication. Some of the theories include; AlDwedry, hierarchy of effects theory

and relationship marketing theory.

2.2.1 AIDA Theory

The AIDA model produces a detailed illustration abdhe entire procedure of how
advertising effects consumer behaviour and the lase decisions. It is an acronym,
which consists of the factors of attention, interdssire and action, all of them relevant to
the relationship between consumer behaviour anértigng. AIDA model is initiatory
and simplest (Aaker and Joachimsthaler, 2000)xagns how personal selling works
and shows a set of stair-step stages which desthibeprocess leading a potential

customer to purchase.

The first element, that is attention, describesstiage in which the brand manages to gain
the attention of the consumer through the adverise that he/she has come into contact
with. It could be either positive or negative atien or sometimes, in a worse case, no
attention at all. From the advertiser's standpainty the first case is a favourable one

where the consumer pays positive attention to thverdisement and eventually the brand
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(Kotler, 2007). Organizations creating attentiomerest, desire, and attraction of their
products in the market using appropriate channklsommmunication to reach the mass
market thus stimulating demand of existing and mpeaducts in the market. Therefore,
adoption of the theory by firms promotes tremendgnasvth of the companies in terms of
client base and revenue (Aaker and Joachimsth20€Q). They all have three general
stages in common, even though the amount or nafreshestages might differ: cognitive
stage (what the receiver knows or perceives), @fiecstage (receiver's feelings or

affective level), behavioural stage (consumer'mag{Aaker and Joachimsthaler, 2000).

2.2.2 Hierarchy of Effects Theory

The Hierarchy of Effects Model was created in 1Bg1 avidge and Gary. This marketing
communication model, suggests that there are spsstirom viewing a product
advertisement (advert) to product purchase. Theojolhe advertiser is to encourage the
customer to go through the six steps and purches@roduct which include; awareness,
knowledge, liking, preference and purchase. Custersee many adverts each day but
will only remember the brand of a tiny fraction mioducts. Knowledge of the customer
begins when the product is advertised using variooimmunication channels which
include; the internet, retail advisors and prodpatkaging. In today's digital world this
step has become more important as consumers expgather product knowledge at the
click of a button. Consumers will quickly move tonapetitor brands if they do not get the
information they want. The advertiser's job is toswe product information is easily

available (Belch and Belch, 2003).

Liking of the product involves customer willingnets buy a product after information
search in the market concerning the product onr.offeeference involves consumers

being loyal to a particular brand compared to cditqgrebrands. At this stage advertisers

11



will want the consumer to disconnect from rival guots and focus on their particular
product. Advertisers will want to highlight theiramd's benefits and unique selling points
so that the consumer can differentiate it from cetibpr brands. Conviction to a product
is a stage of creating the customer's desire tehase the product in the market.
Advertisers may encourage conviction by allowinghsuimers to test or sample the

product (Buzzell, 2004).

Purchase involves is the final stage that consumgusrience in the buying process. The
advertiser may want the customer to purchase theiduct by emphasizing on the
benefits of the product to the consumer (Belch Batth, 2003). This stage needs to be
simple and easy, otherwise the customer will get @@ and walk away without a
purchase. For example a variety of payment optiensourages purchase whilst a
complicated and slow website discourages purchaSesipanies should identify new
ways of increasing purchase habits among consurivezdern technologies like online
purchase and mobile phone technologies should decwepetitive companies thus

minimizing costs of operation (Alexander and Sckauf002).

2.2.3 Relationship Marketing Theory

Relationship marketing theory is a form of markegtideveloped from direct response
marketing campaigns which emphasizes customertieteand satisfaction, rather than a
dominant focus on sales transactions (Alexander Scitbuten, 2002). As a practice,
relationship marketing differs from other formsmoérketing in that it recognizes the long
term value of customer relationships and extendsinconication beyond intrusive

advertising and sales promotional messages (AakerJaachimsthaler, 2000). With the

growth of the internet and mobile platforms, relaship marketing has continued to

12



evolve and move forward as technology opens mor#abmyative and social

communication channels (Berglof & Bolton, 2002).

Relationship marketing involves a short-term areangnt where both the buyer and seller
have an interest in providing a more satisfyinghexge (Adebsi, 2006). This theory tries
to disambiguiously transcend the simple post pwsefexchange process with a customer
to make more truthful and richer contact by prawigia more holistic, personalized
purchase, and uses the experience to create strdiege(Aaker and Joachimsthaler,

2000).

Relationship marketing relies upon the communicatemd acquisition of consumer
requirements solely from existing customers in aually beneficial exchange usually
involving permission for contact by the customemtigh an "opt-in" system (Adebsi,
2006).With particular relevance to customer satisba the relative price and quality of
goods and services produced or sold through a coynpsongside customer service
generally determine the amount of sales relativihad of competing companies (Berglof

& Bolton, 2002).

A key principle of relationship marketing is thetemtion of customers through varying
means and practices to ensure repeated trade freaexigting customers by satisfying
requirements above those of competing companiesughr a mutually beneficial

relationship (Albers & Straughan, 2000). Extensil@ssic marketing theories center on
means of attracting customers and creating traiesactather than maintaining them, the
majority usage of direct marketing used in the psstow gradually being used more

alongside relationship marketing as its importapeeomes more recognizable. Increased
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profitability associated with customer retentiofiogs occurs because of several factors
that occur once a relationship has been establighigda customer (Berglof & Bolton,

2002).

2.3 The Promotion Strategies

According to Brassington and Pettitt (2000), praomostrategy is the direct way in which
an organization communicates the product or seracis target audiences. Within the
healthcare industry, promotion is used in many eddht ways (Meidan, 1996).
Brassington and Pettitt (2000) has categorized pgi@motional tools into five main

elements; Advertising, Sales promotion, Public trefes, Personnel selling, and Direct

Marketing.

2.3.1 Advertising

Brassington and Pettit (2000) define advertisimgtegy as any paid form of non-personal
communication directed towards target audiencestembmitted through various mass
media in order to promote and present a productjces or idea. The key difference
between advertising and other promotional toothas it is impersonal and communicates
with large numbers of people through paid medianoks. Meidan (1996) states that
firms can use its advertising for either its shtertn or its long-term objectives. FMCG
firms attempting to create a long-term relations$iyuld build up of its name by using
institutional advertising, while FMCG firms inteted in promoting its brand name and its

differentiated services would use a brand advedgipolicy.

The institutional advertising consists of promotiohthe firms’ image as a whole and
promotion of the products offered, with extra engbaon the specific firm's name

organization. The organization seeks through itgkatang communications to build
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awareness and to impress customers looking fobéiserange of healthcare services, due
to the former impression of FMCG firms as imperdadnatitutions with no interest in
their customers as people, and of FMCG as absaradtquite similar the institutional

advertising has become more and more importantdigi1996).

Brand advertising follows closely in the footstegsnstitutional advertising. Its purpose
is to create awareness of the organizations’ nardg@advertise the different products it
is offering. Since firms are serving a mass of pedpe problems of brand advertising are
to know who to advertise to, and how to advertiBettft, 2000). While institutional
advertising is directed towards the whole popuigtithe brand advertising of particular
products has to be much more selective since itdhaBow that the consumer will benefit
from the service. Furthermore, all the individuahypaigns of brand advertising have to
be compatible in tone and presentation and matlntage the organizations has created

through its institutional advertising (Mortimer,@2D).

Mortimer (2001) states that an important part ofeatising is to make the service tangible
in the mind of the consumer in order to reduce giged risk and provide a clear idea of
what the service comprises. Furthermore she carsside important to advertise
consistently, with clear brand image in order thiece differentiation and encourage
word-of-mouth communication. Meidan (1996) suggetbist there are two types of
advertising channels appropriate for healthcaresdiding. That is “above-the-line” and
under-the-line” advertising. Above-the-line adverg contains different channels of
communication such as television, radio, posteesgarines and newspapers. Under-the-
line advertising constitutes a huge part of FMC@n$§ advertising activities. It is the

invisible advertising of the FMCG firms includingdflets, pamphlets, explanatory guides
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and manuals that can be used to support selliagspkcific service and products.

2.3.2 Sales Promotion

According to Brassington and Pettit (2000) salesnmtion is tactical marketing
techniques with mostly short- term incentives, whare to add value to the product or
service, in order to achieve specific sales or efamg objectives. Furthermore, Meidan
(1996) states that it has two distinctive qualitiesstly, it provides a “bargain chance”
since many sales promotion tools have an atteg@dning quality that communicates an
offer that although they appeal to a wide rangbwfers, many customers tend to be less

brand loyal in the long run.

Secondly, if sales promotions are used too fredyearid carelessly, it could lead to
insecure customers, wondering whether the serviaes reliable or reasonably
priced.Meidan (1996) indicates that due to corifigtideas concerning the benefits of
sales promotions, organization must base its detigpon relevance and usefulness of
sales promotion as well as cost effectivenesst P&ib4) claim that normally, coupons,
special offers and other forms of price manipulataxe the dominant forms of sales

promotion.

Thus, price based promotions are difficult and piip dangerous to use for service
markets. This is due to the fact that the pricarggof ervice is already a difficult process,
and that consumers often see lower prices as # fdower quality. However, Meidan
(1996) states that sales promotion with fast mogogds appear to be most effectively
used in combination with advertising. The primabjeatives with sales promotion within
fast moving goods attract new customers; to ineraaarket share in selected market

segments; and to lower the cost of acquiring nestatners by seeking to avoid direct
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price competition with other healthcare organizadio

2.3.3 Public Relation

According to Brassington and Pettit (2000) the esseof public relations (PR) is to look
after the nature and quality of the relationshipMeen the organization and its different
publics, and to create a mutual understanding.i®uslations cover a range of activities,
for example the creation and maintenance of cotpoidentity and image; charitable
involvement, such as sponsorship, and communitiativies; media relation for the

spreading of good news as well as for crisis mamage, such as damage limitation.

Moreover, an organization can attend trade exbihgtito create stronger relationships
with key suppliers and customers as well as enhgnitie organization’s presence and
reputation within the market (Brassington, 2000kidi&an, (1996) states that another part
of public relations is the publicity gained throughagazines. FMCG firms obtain

considerable publicity in so called quality pressch as different healthcare journals. In
popular newspaper the publicity is, in contrarytte quality press, often negative from the

FMCG firm’s point of view.

2.3.4 Personal Selling

Brassington and Pettit (2000) argue that, persealing is a two way communication
tools between a representative of an organizatiah an individual or group, with the
intention to form, persuade or remind them, or domes serve them to take appropriate
actions. Furthermore, personal selling is a cruelament in ensuring customers’ post-
purchase satisfaction, and in building profitaldad-term buyer-seller relationship built
on trust and understanding. Verhallenal (1997) states that the increased competion
within the fast changing environment of fast moviggods has led organizations to

develop and maintain comprehensive relationship thieir customers.
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Furthermore, Julian and Ramaseshan (1994) statethtbaong term person to person
relationship is an important factor for a retarhfs to achieve a competitive advantage.
Meidan (1996) points out that once customer hasamds FMCG firm, he is unlikely to

switch to another. Thus, personal selling is prdpdibe most important element in the
communication press within the FMCG industry. L2@(Q2) state that personal selling can

be performed either face to face or through teatgioal aids such as the internet.

According to Julian and Ramaseshan (1994) theioakttip between the salesperson and
customer is perceived as being of great importaforethe marketing of FMCG
organizations. Hence, the sales force within theCEBMindustry needs not only to be
trained in the art of selling but also to be awairall the services available and be able to
clearly explain what each services offers. Sincetaruers’ needs and motivation are
likely to be complex, and their ability to assedteraative courses of action without
professional assistance is likely to be limitedsibf great significance for the sales force
engages and co-operates toward the customer, tryifigd a solution to the customer’s
problem, rather than only persuading him to purehag products or services (Meidan,

1996).

2.3.5 Direct Marketing

According to Brassington & Pettit (2000) direct keting is an interactive system of
marketing, using one or more advertising media thiewe measurable response
anywhere, forming a basis for creating and furthdewveloping an on-going direct
relationship between an organization and its custento be able to create and sustain
guality relationship with sometimes hundreds ormetl®usands of individual customers,

an organization needs to have as much informasgnoasible about each one, and needs
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to be able to access, manipulate and analyzertf@mmation, thus, the database is crucial

to the process of building the relationship.

Lee (2000) states that the fast advances in teogpaver the past 30 years have reshaped
how consumers today interact with thei organizatiorhe FMCG sector has extended its
face to face selling towards direct marketing obducts and services in the form of
phone, mail or computer transactions. Moles (2a0@)m that as computer literacy and
the availability of computers increase and thexdstrease. Through the internet, FMCG
firms can identify their customer interests. Fumthere, the Internet technology also
makes it possible to follow individual customer gsaWith the information gathered in
an integrated database it is possible to read ubtomers’ needs and satisfy them. This

knowledge can be used for different kinds of direerketing (Lee, 2000)
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction
This chapter covers the research design, targetlggn, sample size, data collection

methods, validity and reliability of research iostent and data analysis methods.

3.2 Research Design

Saunders, Lewis & Thornhill (2009) defines a reskatlesign as the arrangement of
conditions for collection and analysis of data imanner that aims to combine relevance
to the research purpose with economy in procedline. descriptive research process
would help in collecting data in order to answeesjions concerning the current status of
the subjects that were under investigation. A dptee study was concerned with
finding out the what, where and how of a phenomearmha cross-sectional survey design
was chosen since data was collected at one poiimh@from sample selected to represent
a larger population. This stud adopted descriptiass sectional survey that established

the influence of promotional strategies on the grenfince of FMCG firms in Kenya.

3.3 Population of the Study
The study was a census study where the study all4th FMCG companies (see
Appendix ii) operating in Nairobi County- Kenya seeincluded and registered by the

Nairobi County Government Department of Trade.

3.4 Data Collection
The study relied on both primary data and secgndata sources. Primary data was
collected using structured questionnaire; with bdtise-ended questions. Questionnaires

were used as data collection instruments and theng vadministered by the researcher
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during working hours of the day. Secondary data gathered from library material,
business journals and reports, media publicationd mternet search engines. The
respondents of the study were selected from maxkediepartment of the 40 FMCG
companies operating in Nairobi County, Kenya. Mériggmanagers were selected from
each FMCG company and 40 respondents were thesesgegive of the population.
Collection of secondary data was achieved throughliphed materials, which were

obtained from sales records and company finantagments.

3.5 Validity and Reliability of Research Instrument

Validity refers to the appropriateness, meaningfath and usefulness of inferences a
researcher makes based on the data collected. pro@fate inference was one that was
relevant to the purpose of the study while a meagnininference was one which said
something about the meaning of the information okt through the use of the
instruments. The three types of validity were cotitelated validity, criterion-related

validity and construct-related validity (Kombo &dmp, 2006).

Kombo & Tromp (2006) argue that the usual procedumessessing the content validity of
a measure is to use a professional/expert in acpkt field. Since the questionnaires
were administered to employees of the FMCG firrhs, ihferences that were made from
the data collected were valid. Reliability was aaswee of the degree to which a research
instrument yielded consistent research or datar aitpeated trials. Reliability was
influenced by random error which was a deviatiamfra true measurement due to factors

that have not effectively been addressed by theareker

Validity of research instrument was determinedthg researcher through seek opinions

of experts in the field of study especially tesearcher’s supervisor and lecturers in

21



the department of Business Administration atWméversity of Nairobi.This facilitated
the necessary modification of the research instim&eliability of the research
instrument was enhanced through a pilot studywaat done on 2 FMCG firms operating
in Nairobi, Kenya. The pilot study comprised of tEpondents selected from top level,

middle level and lower level employees.

3.6 Data Analysis

The completed questionnaires were edited for corapéss and consistency. The data
collected was summarized, edited, coded and cledsifto various categories according

to the answers that were given by the respond@wdscriptive statistics was used to

determine measures of central tendency such as soeses and measures of dispersion
such as variance and standard deviation. Lineaess®pn method was done to relate the
independent and dependent variable. The data tefleand analyzed was presented in
the form of tables, frequencies and percentages.stidy also adopted linear regression
and Pearson correlation analysis to establishefa¢ionship between variables of interest.
Specifically, multiple linear regression analysisaswvused to determine the joint

relationship between independent and dependerdblas. The regression model was of
the form:

Y= Po + BrX1 + BaXo + BaX3 + PaXy + PsXs + &

Y= Performance of FMCG firms in Kenya

Bo=Y intercept

B1 to Bs -regression coefficients

X1 = Advertising

X, = Personal Selling

X3 = Sales Promotion

X4 = public Relations
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Xs =Direct marketing

€ = error term

Pearson correlation analysis was conducted to lestathe correlation between the
promotion strategies and performance of FMCG ingusthis included the nature,
magnitude and significance of such relationshipar&en Correlation analysis was

conducted at 95% confidence level« 0.05)
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CHAPTER FOUR: DATA ANALYSIS AND INTERPRETATION

4.1 Introduction

This chapter presents the analysis of the dataateli from the Respondent and discusses
the research findings on thefluence of promotion strategies on performanceFa$t
Moving Consumer good industry in Nairobi County,ertga. All completed
guestionnaires were edited for accuracy, uniformsgnsistency and completeness. The
response rate of 99% respondents was achievedtfrertotal target of 40 respondents.
Summaries of data findings together with their pales interpretations have been
presented by use of mean, percentages, frequereigances, standard deviation, tables,

and graphs.

4.2 Demographic Characteristics of Respondents

The respondents were asked to indicate their pasiii their companies. The findings are
summarized in the Table 4.1.

Table 4.1 Position of the Respondents.

Position Frequency Percentage (%)
General Marketing Manager 9 22

Direct Sales Representative 10 25

Brand Manager 9 22

Product Development Manger 2 5

Area Marketing Manager 5 12

Sales and Maketing Officer 5 12

Total 40 100

Source: Research data-2014
As indicated from the Table 4.1, 22% of the resmonsl were Direct Sales

Representatives. 22% of them were General Marketitenagers and Brand Managers.

12% of them were Area Manarketing Managers andsSand Marketing Officers. 5%
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of them were Product Development Officers.

The respondents were asked to indicate their eidincigtvel. The findings are summarized
in the Table 4.2.

Table 4.2 Academic Level of Respondents

Academic Level Frequency Percentage (%) Valid (%)
Never attended school 4 8 7.7
Primary Level 3 13 12.5
Degree 17 38 37.9
A-Level 4 8 7.6
Diploma 7 21 20.6
O-Level 4 8 8.0
Post-graduate 1 4 4.0
Total 40 100 100

Source: Research data 2014.

As shown in Table 4.2, it was evident that 8% @& thspondents never attended school
but they are customers. 13% of the respondentsabqdired primary level education.
38% of the respondents were degree holders whilef8dte respondents had attained the
A-level of education. 21% of the respondents wemglothas holders. 8% of the

respondents were O- Level holders and 4% had pastigte qualifications.

The respondents were asked to indicate their compdmad operated in Kenya. The
findings are summarized in the Table 4.3.

Table 4.3 Period of Operation

Period of Operating Frequency Percentage (%)
0-1 year 11 29

2-5 years 13 38

6-10 years 7 17

11-15 years 2 4

16-19 years 5
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20 and above years 2 4

Total 40 100

Source: Research data 2014.

As shown in Table 4.3, 29% of the respondents atdit that their companies had been
operating in Kenya for a period of 0-1 year. 38%tleem indicated that had been
operating in Kenya for a period of between 2-5 gedue to good image of the

organization. 17% of them indicated that had beperating in Kenya for a period of

between 11-15 years due to quality services. Aféthem had been operating in Kenya
for a period of between 16-19 years due to custedhizervices due to accommodative
loyalty programs.

The respondents were asked to indicate the sizthedf businesses.The findings are

summarized in the Table 4.4

Table 4.4 Size of the Company

Size Frequency Percentage (%)
Small Size 13 33
Medium Size 10 25
Large Size 17 42
Total 40 100

Source :Research data 2014.
As shown in Table 4.4, 42% of the respondnets atdat their companies were larger
scale. 33% of them indicated that their firms wafremall size and 25% of them indicated

that their firms were of medium size.

4.3 Brand Imange
The respondents were asked to indicate the valuébiaind image among the FMCG

firms.The findings are summarized in the Figure 4.5
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Table 4.5 Brand Imange

Brand Imange Frequency Percentage (%)
Yes 31 79

No 9 21

Total 40 100

Souce :Research data 2014.

As shown in Table 4.5, 79% of the respondents atdit that they brand identity helped
them to minimize promotional budegts while 21% lvé respondents also indicated that
brand identity did not help them because their camgs did not advertise or promote its

services/products.

4.4 Benefits of Brand Identity
The respondents were asked to indicate the besiefirand identity. The findings are

summarized in the Table 4.6:

Table: 4.6 Benefits of Brand Identity

Benefits of Advertising Frequency Percentage (%)
Employee support 4 8

Brand awareness 4 8

Customer satisfaction 2 4

Quality services 13 26

Relatively cheap prices 11 24

Improved products /services 7 20

Total 40 100

Source: Research data 2014.
As shown in Table 4.6, 26% of the respondents atdit that the value of brand identity

was associated to quality services of the organiza4% of the respondents indicated
that the benefits of brand identity were associatéti reasonable prices. 20% of them

indicated that brand identity was associated witproved services or products. 8% of
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them indicated that brand identity promote emplogepport and maximum brand

awareness. Brand identity was identified

4.5 Competitiveness of the firm in the industry

The respondents were asked to indicate the conweeti their firms in the industry. The

findings were summarized in the Table 4.7.

Table 4.7 Industry Competitiveness

Competitiveness of your firm in

the industry Frequency Percentage (%)
Very competitive 13 36

Extremely competitive 18 44
Competitive 1 4

Less competitive 4 8

Not competitive 4 8

Total 40 100

Source: Research data 2014.
As shown in Table 4.7, 44% of the respondents atdit that FMCG industry was

extremely competitive due to globalization . 36%tleém indicated that the industry was
very competitive. 8% of them indicated that headtlecindustry is extremely and very
competitive due to customers’ changing needs amdsvd% of the respondents indicated
that the industry was less competitive respectidlis is supported by Nielsen 92002)
who argue that any organization cannot operatbowit competitive initiatives in the

market. Strategic reactions to the external enwremnt of the organization are crucial to

success of any company operating in the competitiaeket environmnet.

4.6 Measures of Attracting and Retaining Customers
The respondents were asked to indicate the mesasseal by their firms in the industry to

attract and retain customers. The findings werensarized in the Table 4.8.
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Table 4.8 Measures of Attracting and Retaining Custmers

Measures of Attracting Frequency Percentage (%)
and Retaining Customers

Close reltionship with 15 38

customers

Flexibility of opening hour | 10 25

Additional value-added 10 25

services to customers

Provide quick services 5 13

Total 40 100

Reaseach :Research data 2014.

As shown in Table 4.8, 38% of the respondents atdit that close reations with their
customers was a measure of attracting and retarustpmers. 25% of them operators
past the normal working hours and provided valudeddservices to attract and retain their
customers. 5% of them indicated that they usedbily as measure of quality assurance

to attract their customers.

4.7 Promotion Strategies
The respondents were asked to indicate the pronaitiirategies applied by their firms in
the market. The findings are summarized in the dah9, 4.10, 4.11, 4.12 and 4.13 as

shown below:

4.7.1 Advertising Strategies

The respondents were asked to indicate the adwertisedium used by their firms. The

findings are summarized in the Table 4.9:

29



Table 4.9 Medium of Advertising

Extent of Using N Very great | Great Moderate | Little No
Promotional extent extent extent extent | extent
Strategies atall
Mean
[5] [4] (3] (2] (1] Score

Promotion through 40 72.1 28.4 0.00 0.00 0.00 3.41
website
Promotion througt 40 721 28.4 0.0C 0.0C 0.0C | 3.41
Telephone handling
Promotion througt 40 721 28.4 0.0C 0.0C 0.0C |3.41
flyer and brochure
Promotion through 40 72.1 28.4 0.00 0.00 0.00 3.41
Office setting
Promotion through 40 0.00 0.00 0.00 0.00 99.5 2.11
radio
Promotion througt 40 0.0C 0.0C 0.0C 0.0C 99.¢ | 2.11
television

. 40 0.00 0.00 0.00 0.00 99.9 2.11
Promotion through
newspapers

. 40 0.0C 0.0c 0.0c 8.0C 92.z | 211
Promotion through
Billboards
Promotion througt 40 0.0C 0.0C 0.0C 9.0C 90.¢ | 2.11
sponsorships

40 0.00 0.00 0.00 0.00 99.8§ 2.11

Source: Research data 2014.

As shown in Table 4.9, majority of the respondenticated that they used website,
telemarketing and flyer as promotional strategigth va mean of (3.41) in order to
minimize costs. While the majority of them said fttiel not Promotion their services
through Office setting, radio, television, newspap@illboards and sponsorships with a
mean of (2.11) due to high costs associated. Bhsipported by Mortimer (2001) who
states that an important part of advertising isntke the service tangible in the mind of
the consumer in order to reduce perceived riskpgadide a clear idea of what the service
comprises. Furthermore she considers it importanadvertise consistently, with clear

brand image in order to achieve differentiation aedcourage word-of-mouth
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communication.

4.7.2 Personal Selling Means

The respondents were asked to indicate the pumpoBersonal Sellin@ctivities to their

firms in the industry. The findings are summarizethe Table 4.10.

Table 4.10 Personal Selling Means

Personal Selling Means Frequency Percentage (%)
Personal contact with 14 35

customers

The influence of sales 5 13

people

Close relationship 5 13

Positive word of mouth 16 40

Total 40 100

Source: Research data 2014.

As shown in Figure 4.10, 40% of the respondentgcaidd that positive word of mouth
from loyal customers was a strong mean of perseahing that influenced others to
purchase their service. 35% indicated that persopatact was an effective mean of
personal selling. 13% indicated that close relaipromoted customer loyalty. While 13%
indicated that the influence of sales people wagféective method of personal selling

that determined the end user decision on the psecbha service.

4.7.3 Sales Promotional Strategies

The respondents were asked to indicate the sadesgpional activities carried out liieir

firms in the industry to stimulate sales. The firgh were summarized in the Table 4.11:
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Table 4.11 Sales Promotional Activities

Sales Promotional Frequency Percentage (%)
Activities

Discounting 16 37

Price cuts 14 29

Free samples 5 13

Personal selling 5 13

Total 40 100

Source: Research data 2014.

As shown in figure 4.10, 37% of the respondentscetéd that their firms carried out
promotional activities by giving discounts to thesustomers hence attraction and
retention. 29% of them indicated that they caroetl promotional activities by reducing
their prices hence attracting more customers. 18%eocustomers indicated they carried
out promotional activities through free samples pasonal selling thus retention of their
customers in the long term. 8% of the responddatsiadicated that they promoted their

services through advertising using posters whicrewbeaper compared to other means.

4.7 .4 Public Relations

The respondents were asked to indicate the purpioBeblic Relations activities to their

firms in the industry. The findings are summarizethe Table 4.12:
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Table 4.12 Public Relationship

Public Relationship Frequency Percentage (%)

Collecting market information on consumer 4 8

needs

Adequate marketing budget 10 a7

Enter new markets

Opening new branches

Strategic location /store layout

S SESE S

2
2
Have good/attractive premises 2
2
2

Bargaining power on prices

Low cost of operation 4 8

Investment in new products/services 6 12

Coping with competition 2 4

Clear vision and goals 3 5

Total 40 100

Source: Research data 2014.

As shown in Table 4.12, 47% of the respondentscatdd that adequate funds should be
allocated to carry out customer relations progréamnenhance their image. 12% of them
indicated that investment in new products/serviaesild lead to enhanced customer
relations due to satisfaction. 8% of the respotglerdicated that customer relations can
be enhanced through collecting market information consumer needs, and through
minimal low costs of operation. 4% of the respondgéndicated that customer relations
can be promoted by entering new markets, openimghranches, having good/attractive
premises, strategic location /store layout, havaggaining power on prices, having low
cost of operation, investment in new products/sei coping with competition and by
having clear vision and goalBurthermore, Meidan (1996) argue that sales pramoti

provides a “bargain chance” since many sales promadbdols have an attention gaining
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guality that communicates an offer that althougéytappeal to a wide range of buyers,

many customers tend to be less brand loyal inahg fun.

4.7.5 Direct Marketing

The respondents were asked to indicate the diracketing activities that were used by

their firms in the industry. The findings are sunmizad in the Table 4.13.

Table 4.13 Direct Marketing

Distribution Strategies N Min Max | Mean Std. Deviation
Personal contact with

customers 40 1 5 4.50 1.063

By email 40 1 5 4.33 1.063

By telemarketing 40 1 5 4.12 1.103

Total 40

Source: Research data 2014.
The most commonly used direct marketing strategy personal selling which have the

highest mean (4.50) to discourage competitors.riDigton through mail order is the
second strategy used with a mean of (4.33) duedo efficiency. Thus direct marketing
through telemarketing is another strategy that wgsl with a mean of (4.12) which is key
in maintaining close contact with customers. Thissupported by Moles (2000) who
argue that computer literacy and the availabilifycomputers increase and the costs
decrease. Through the internet, FMCG firms camtifle their customer interests.
Furthermore, the Internet technology also makgsssible to follow individual customer

usage.
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4.8 Performance Measurement
The respondents were asked to indicate the perfareneneasurement indicators used by

their firms in the industry. The findings are sunmimad in the Table 4.14:

Table 4.14 Performance Measurement

Performance N Toa To a Toa Toa | Not

Very Large | moderate | small At
Measurement Large | Extent | Extent | Extent | all
Indicators Extent

[4] [3] [2] Total | Mean

5] [1] | (%) | Score | S.E
Increased market| 40 60.3 22.0 17.9 000 000 100 3.13| 449
share
Increased 40 40.2 22.0 27.7 000 000 100 3.11] 449
profitability
Reduced costs of | 40 48.0 22.0 29.9 000 000 100 2.80 494
production
Increased 40 45.3 22.0 325 000 000 100 2.80 494
customer
satisfaction
Introduction of 40 62.4 48.8 0.00 0.00| 0.00 100 211 .105
new products
Improved 40 80.4 12.0 0.8 000 000 100 210 44q
employee
performance
Expansion into | 40 72.3 22.0 5.5 000 000 100 210 4qq
new markets
ICT integration in | 40 0.00 | 100 | 2.06
customer service 45.7 45.2 10.2 0.00 107
delivery
ini 40 0.00 | 100 | 2.06
Mlnlma! customer 35.1 33.3 21.8 0.00 106
complaints

Source: Research data 2014.

As shown in Table 4.17, 60% of the respondentsatdd that their firms used the market
share to measure their growth and performanceenntiustry with a mean of 3.13. 40%

of them used profits generated with a mean of 3#8% of them used reduced costs of
production and customer satisfaction with a mea2.80 as a measure of performance.
62% indicated that development of new products uwsexl as a measure of performance

with a mean of 2.11. 80% of them indicated thatrionpd employee performance and
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expansion to new markets were used as mesuresriarmpance by their firms with a

mean of 2.10.

45% of them indicated that ICT integration in cuséw service delivery was used as an
indicator of performance with a mean of 2.06. HinaB5% of them indicated that
minimal customer complaints were used as indicaibperformance with a mean of 2.06.
This is supported by Mols (2000) who argue thatorgational performance encompasses
accumulated end results of all the organization’srkw processes and activities.
Performance measures can be financial or non-fiahndinancial measures of
organizational performance include; return on assetturn on sales, return on equity,
return on investment, return on capital employed aales growth. Non-financial
organizational performance measures include; wetpqreance track variations in traffic-
page views, advertising impressions served anduenigers

4.12 Relationship between Independent and Dependeviarriables

The respondents were asked to indicate the reldtipnbetween the independent and

dependent variables. The findings are summarizéiaeirmable 4.15:
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Table 4.15: Coefficient of Determination

Model Unstandardized Standar |t Sig.
Coefficients dized
Coeffici
ents
B Std. Error Beta
1 | (Constant) 1.13¢ | 1.223¢ 1.61¢ 0.367
Advertising 0.887 | 0.1032 4.223 .0142
0.152
Personal Sellir 0. 75z | 0.342¢ 3.72¢ .016¢
0.054
i C
Sales Promotic 0.64% | 0.217¢ 0.116 3.93¢ .0191
Public Relations 0.539 0.1937 0.263 3.247 .0254
Direct marketing 0.597| 0.1834 0.0634 3.233 .0482

Source: Author (2014)

As shown in Table 4.15, coefficient of determinatiexplains the extent to which
changes in the dependent variable can be expldigethe change in the independent
variables or the percentage of variation in theedejent variable (Performance of Fast
Moving Consumer Firms) that is explained by all thiee independent variables
(Advertising, Personal Selling, Sales PromotiorhlRwRelations and Direct marketing).
Multiple regression analysis was conducted to deter the relationship between
Performance of Fast Moving Consumer Firms and e Variables. As per the SPSS
generated table above, the equation (f0=+1X1 +p2X2 +B3X3 +4X4 +5X5 +¢)
becomes:

Y= 1.139+ 0.887%+ 0.752X%+ 0.465X%+ 0.539X%+ 0.498 %

According to the regression equation establisheding all factors into account

(Advertising, Personal Selling, Sales PromotionbllRuRelations and Direct marketing)
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constant at zero, sustainable competitivenessheilll.139. The data findings analyzed
also shows that taking all other independent véggalat zero, a unit increase in
Adverstising will lead to a 0.887 Performance o$tHdoving Consumer Goods in Kenya,;
a unit increase in personal selling will lead t®.&52 Performance of Fast Moving
Consumer Goods in Kenya, a unit increase in satem@tion will lead to a 0.465
Performance of Fast Moving Consumer Goods in Keryaynit increase in public
relations will lead to a 0.539 Performance of Mdetiing Consumer Goods in Kenya and
a unit increase in direct marketing will lead t®o® Performance of Fast Moving
Consumer Goods in Kenya. This infers that Advergscontribute most to effective
Performance of Fast Moving Consumer Goods in KeAy&a% level of significance and
95% level of confidence, Advertising had a 0.01del of significance, personal selling
showed a 0.0169 level of significance, sales pramnoshowed a 0.0191 level of
significance and public relations showed a 0.02%d diect marketing showed a 0.0482
level of significance.

After regression analysis, it can be concluded tiherte is a positive relationship between
independent variables (Advertising, Personal Sgllfeales Promotion, Public Relations
and Direct marketing) and dependent variable (Pexdoce of Fast Moving Consumer

Firms).

38



4.7 Relationship between Variables of the Study
This section sought to determine the relationshgpvben independent variables and

dependent variable. The findings are summarizedenrable 4.8:

Table 4.8 : Pearson’s Correlation analysis

1 2 3 4 5 6
Performance of FMCG firms 1
in Kenya
Public Relations 0.2x7 |1
Personal Selling 0.361 | 0502 |1
Sales Promotion 0.294 | 0.09% | 0.29% |1
Advertising 0.338 0.447% | 0.41% | 0.094 |1
Direct marketing 0.276 | 0.389- | 0.299- | 0.179- |60.266- | 1

Source :Research data 2014.

** 5=0.01 (correlation is significant at 0.01 leveltéled)

* 6=0.05 (Correlation is significant at 0.05 levelté2led)

The correlation table presents the relationshipvbeh dimensions of performance
measured by by advertising, personal selling,ssatemotion, public relations and direct
marketing. The results show that all the dimensieiate positively. Specifically, sales
promotion, advertising, personal selling, publiatens and direct marketing (r = 0.294, p
< 0.01; r=0.338, p<0.01; r =0.276, p < 0.0dlptes positively with performance of
Fast Moving Consumer Good firms in Kenya respebtiv&éhese suggest that the the

independent variables (sales promotion, advertigiegsonal selling, public relations and

direct marketing) relate positively with financrformance.
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CHAPTER FIVE: SUMMARY, CONCLUSION AND

RECOMMENDATIONS

5.1 Introduction

This chapter summarizes the major findings of shigly. This study sought to find out the
Influence of promotion strategies on performance Falst Moving Consumer good
industry in Nairobi County, Kenya. In addition,ighchapter provides a direction for
further studies and also gives a summary of finglingconclusions, policy

recommendations, limitations of the study and satges for further research.

5.2 Summary of the Findings

This study sought to establish th€luence of promotion strategies on performance of
Fast Moving Consumer good industry in Nairobi CiyuiKenya. Promotional strategies
are crucial for every business for it to survivee tburrent economic turbulent and
environmental challenges. It is through these prest that the objectives of
merchandising are achieved. Such objectives ingiwd&t maximization, offsetting costs
of operations, business survival and gaining coitipetadvantage in the market through
branding, segmentation and product/service pogitipnthus emphasizing on the
marketing mix strategies which include; produciatggy, pricing strategy, promotion

strategy and distribution strategy.

Majority of the respondents of this study were &ahMarketing Managers, Direct Sales
Representatives and Brand Managers. It was alsblested majority of the respondents
were deree and diploma holders who worked with FMi@@s. The study established
that majority of FMCG firms had operated for a pdrbetween 1-10 years while a few
had operated for more that 11 years. The studyesdtblished that majority of the firms
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that operated in the industry were large size amallssize.

It was established that majority of the respondeataed their brand identith as it helped
them to increase their market share. It was estadydi that quality services, affordable
prices and improved quality products and servicesewbenefits of brand identity by
customers. The study also established that the FMd@@Gstry was extremely competitive
due to competiton, influence of technology, globation and changing consumer needs
and wants. The study established that measures tate used to attract and retain

customers were close customer relationship andeustvalue-added services.

The study established that the most common medhah was used by their firms to
advertise their products in the market were throtighradio, posters andwebsites. This
was due to affordability of the cost that were agged with the the channels of
communication. The medium were preferred since teaghed a large market areas cost
effectively. It was also established that mosthaf tirms in the FMCG industry did not
used television, newspapers, magazines, journalsblbboards despite the benefits that

were associated by the mediums.

The study established that firms in the FMCG comypaerferrred using personal selling

since the positive word of mouth was a strong tdaharketing that changed the attitudes
of consumers in the market. It was further esthblisthat personal selling promoted close
relationship with customers and enabled sales Ipetmpchange negative attitudes of

consumers towards their products and servicdseimarket.
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The study established that the most common promaitiactivities that were used by
FMCG firms to perform were price cuts and diusceuven to customers. The study also
established that advertising free samples and palselling were used at a minimal

extent due to costs that were associated witimdndium.

The study established that the purpose of publatioms activities to their firms in the
industry was to market products and services thatewproduced by their firms and
introduce new products in new markets. Aslo thalstestablished that the purpose of
public relations was to collect market information consumer changing needs on their

products in the market.

It was established that personal contcts, emaistalemarketing were direct marketing
strategies that were highly preferred by FMCG firins the industry due to cost
effectiveness. The gave the company a competitivge ein the dynamic business

environment with the changing technology.

5.3 Conclusion

The findings indicate that Fast Moving Consumer &6oms in Kenya strive to adopt at

least most of the promotional strategies in theideavor to achieve some competitive
advantage over their competitors in such a stormyirenment despite the stiff

competitons and costs of operation. It is conclutieat the level of adoption of the

promotional strategies amongst Fast Moving Consugued firms in Kenya still remains

an uphill task despite the importance of strategarketing practices in any business;
these practices have not yet been embraced amtirgg$tast Moving Consumer Good

firms in Kenya due to high costs associated withmmtions.
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Many are the factors that have led to such a lowel$eof adoption of the promotional
strategies were inadequate financial backup thd¢éned as a major source of drawback
to adoption of promotion strategies by Fast Movidgnsumer Good firms in Kenya.
Technological challenges serve as a drawback to Maging Consumer Good firms in
Kenya in effective adoption of promotion strategi€ue to fewer efforts of the
Government policies to support E-business, FastibdpZonsumer Good firms in Kenya

have been performing poorly.

It is concluded that if a proper mechanism is pyplace in regard to capital advancement
and in reasonable terms, good business operatingement and good infrastructure will
go a long way in enhancing the adoption promotitnatsgies among Fast Moving
Consumer Good firms in Kenya. It is concluded thast Moving Consumer Good firms
in Kenya to be competitive in terms of product/ss\quality, they should adopt modern
technology in communication to promote their sagsicost effectively to the target

market.

5.4 Recommendations and Policies

It was established that due to good image of sorganization, most customers were
loyal to Fast Moving Consumer Good firms in Kenyeere though they needed to put
more effort in promoting their services. It is reaoended that print media advertisements

to be used by to promote their products and ses\twehe target customers.

It was evident that majority of of Fast Moving Gomer Good firms in Kenya did not
advertise using newspapers, television, journalganines and billboards due to high
costs associated with the media. Therefore, thalysttecommends Government

intervention initiatives through the Ministry of @mnunication to endorse Fast Moving
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Consumer Good firms in Kenya through the implemtgonaof the fibre optic cable to

enable small and large firms to promote their potslthrough online.

The study established that the healthcare industig extremely competitive due to
competition from well establishes firms in the gibbmarket. Therefore, this study
recommended that the Government of Kenya to intervand support Fast Moving
Consumer Good firms through stimulating decliniimgné in order to promote social —

economic development.

It was witnessed that public relations was enhatieexligh collecting market information
on consumer needs, low costs of operation, enterwg markets, opening new branches,
having good and attractive premises, strategictimea having bargaining power on
prices, investment in new products and servicegingowith competition and by having
clear vision and goals. It was witnessed that taketing, email and personal contact
were the common practices used by Fast Moving @ues Good firms in Kenya to

promote their products.

This study recommends that Fast Moving ConsumeidGioms in Kenya should embrace
the importance of promoting their products and isessin their businesses in order to
survive in the dynamic business environment. Itesommended that the government
recognizes the importance of this sub-sector aitthties legislation that promote their
marketing programs. It is important that the goweent also puts in place legislation that
enables FMCG firms to promote their services. Tlwvggnment should come up with
policies to enhance Communication technology esfigcin the advent of recent
interconnectivity through the undersea cables witiah enabled faster internet services

through fiber optic cable among major towns in Kemnd is perceived to be faster and
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could be of great benefit if connected with rumatihs and markets for job creation like in

Cyber cafes and consequently alleviate unemployment

The study also established that advertising freepses and personal selling were used at
a minimal extent due to costs that were associatgd the medium. Therefore, this study
recommends that management of Fast Moving Cons@oed firms in Kenya to form

strategic partnerships that will enhance their retinky practices in the industry.

The study established that the purpose of publatioms activities to their firms in the
industry was to market products and services thatewproduced by their firms and
introduce new products in new markets. Thereftmes study recommends that Fast
Moving Consumer Good firms in Kenya to forms a jomarketing board that will market

their products and sevices in the global market.

5.5 Limitations of the Study

The respondents of the study (employees of Fasida®onsumer Good firms in Kenya)
were usually very busy and therefore they requaedt of time in order to fill in the
guestionnaires. The challenge was overcome by gitfie respondents the questionnaires
by using drop and pick later method. Inadequatanitial resources affected the results of
the study. Accommodation and stationary costs @eldalie exercise but early preparation

and support from well-wishers was sought by theaesher.

Getting accurate information from the responderds wne of the major challenges since
some of the workers were threatened that the irdton may be used against them by the
firm. The challenge was minimized by assuring thepondents of confidentiality of the

information they gave. Most of the respondents werilling to give the information
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due to negative perception of the study. The chg#ewas minimized by giving

incentives to respondents in order to get positesponse and accurate information. The
location in distance and terrain while trespas$diagrobi County proved to be a bone of
contention coupled with dusty grounds which posethger to personal health as far as

common colds are concerned.

5.6 Suggestions for Further Research

Future studies should explore the reasons behiadptbmotion strategies in the Fast
Moving Consumer Good industry. Researchers shonldhgad and establish the reasons
behind the failure of promotional strategies amBMCG firms in Kenya hence establish
long term solutions in the industry in terms of nevoduct development and quality
customer delivery. Future studies will minimize mational challenges experienced by
the Fast Moving Consumer Good firms in Kenya herarapetitive edge in the local and

global market.
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APPENDICES

Appendix I: Introductory Letter

TO WHOM IT MAY CONCERN

Dear Sir/Madam

REF: MBA RESEARCH STUDY

| am a student pursuing a Masters degree in BusiAdsinistration at the University of
Nairobi. In partial fulfilment of the requirements the award of the Masters degree, | am
required to carry out a study onTHe Influence of Promotion Strategies on the

Performance of Fast Moving Consumer Good industry in Nairobi County, Kenya”

| kindly request your assistance by availing timegspond to the questionnair@.copy of the
final report will be made available to you at yoequest. The information given will be treated

with high confidentiality.

Yours faithfully,

Student Supervisor
Jared Ojwang Dr. Justus Munyoki



Appendix II: Questionnaire

SECTION: A PERSONAL BACKGROUND

Please supply the required data by filling in tlenks where space is provided or by ticking
[V] against the most appropriate answer.
[ respondents NAME.........ccuiieiiiiieie e et een e e [OPTIDDA

1. What is your position in the Company?

a) General Marketing Manager [ ]
b) Area Marketing Manager [ ]
c) Product Development Manger [ ]
d) Bran Manager [ ]
e) Sales and Maketing Officer [ ]
f) Direct Sales Representative [ ]

2. What is your highest Academic level?

a) O-Level [ ]
b) A-Level [ ]
c) Diploma [ ]
d) Degree [ ]
e) Postgraduate [ ]

3. How long as your company been operating in Kenya

a) O-lyear [ ]
b) 2-5 years [ ]
c) 6-10 years [ ]
d) 11-15year [ ]
e) 16-19 years [ ]
f) 20 and above years [ ]

4. What is the size of your company?
a) Small Size [ ]
b) Medium Size [ ]

c) Large Size [ ]



5. Does brand identity (FMCG firms) add value to you & a customer?

Yes [ ] No [ ]
6. If yes, what are the reasons?
a. Quality services []
b. Brand awareness []
c. Customer satisfaction []
d. Employee support []
e. Relatively cheap prices []
f. Improved products /services []

7. As a customer, how do you rate the competitiveness your FMCG firm in the

Kenyan market?

a. Extremely competitive []
b. Very competitive []
c. Competitive []
d. Less competitive []
e. Not competitive [1]

8. What are the measures used by your FMCG firm to atiact and retain customers?

a) Close relationship with customers []

b) Provide quick services []

c) Flexibility of opening hours []

d) Additional value-added services to customers [1]
SECTION: B ADVERTISING

9. To what extent do your company use the the followgnmedium to promote its
products? (Very great extent =5 points, Great é&n = 4, Moderate extent = 3,
Small extent = 2, No extent =1)

[5] [4] [3] [2] [1]

Electronic Media

Radio [Local FM stations] [1] [] [] [] [1]

TV [Citizen,KBC,NTV,KTN,K24 [] [] [] [] []

Internet [] [] [] [] []
Print Media



Newspapers
Magazines
Journals

Outdoor Publicity
Posters

Billboard

SECTION: C

[]
[]
[]

[]
[]

SALES PROMOTION

[]
[]
[]

[]
[]

[]
[]
[]

[]
[]

[]
[]
[]

[]
[]

[]
[]
[]

[]
[]

10.What Sale promotion activities carried out by yourcompany to satisfy customers?

Sale Promotion Activities
Advertising

Discounts

Price cuts

Free samples

Personal selling

[5]
[]
[]
[]
[]
[]

[4]

[]
[]
[]
[]
[]

[]
[]
[]
[]
[]

[3]

[2]

[]
[]
[]
[]
[]

[1]
[]
[]
[]
[]
[]

11.To what extent does your company use the followingromotional strategies?

PROMOTION STRATEGIES Very Great Moderate | Small No extent
THROUGH: Great Extent Extent Extent

Extent

5 points 4points 3 points 2 points 1 point

Demonstration

Telephone handling

Flyer and brochure

Office setting

Radio

Televisior

Newspapers

Billboards

Sponsorships




Website

PUBLIC RELATIONS

Collecting markeinformation
on customer needs

Adequate marketing campai

Enter into new markets

Opening more branches

Good/attractive premises

Strategic location/store layout

Bargaining power on prices

Relatively cheap services

Investment in new
products/services

Coping with competition

Clear vision and goals

PERSONAL SELLING

Personal contact with custome

The influence of sales people

Close relationsh

Positive wad of mouth fromr
loyal customers

DIRECT MARKETING

Personal contact with custom

By emai

By telemarketing




SECTION: D PERFORMANCE MEASUREMENTS

To what extent are the following performance indictors influenced by promotional
strategies adopted by FMCG firms operating in Keny&

Performance Measures

a) Increased market share [ ] [ ] [ ] I [ ]
b) Increased profitability [ ] [ 1] [ ] [ ] [ ]
c) Reduced costs of production [ ] [ ] [ ] [ ] [ ]
d) Increased customer satisfaction [ ] [ 1 I [ ] [ ]
e) Introduction of new products [ ] [ ] [ ] [ 1] [ ]
f) Improved employee performance [ ] [ ] I [ ] [ ]
g) Expansion into new markets [ ] [ ] [ ] (] [ ]
h) ICT integration in customer [ ] [ ] [ ] [ ] [ ]

service delivery

i) Minimal customer complaints [ ] [ ] [ ] [ ] [ ]

THANKS FOR YOUR COOPERATION

vi



Appendix lll: List of Fast Moving Consumer Good Companies in Kenya

Company Location
1. Kevian Ngong road Nairobi
2. Kartasi Nairobi Industrial area
3. Melvins Beverages Nairobi Indusrial area
4. Golden biscuits Nairobi Industrail area
5. Maniji foods Nairobi Likoni road industrial area
6. Deluxe food Nairobi Industrial area
7. Premiere food Nairobi Baba ndogo
8. Farmers choice Nairobi Kahawa west
9. Bio foods Nairobi Industrial area
10. Dormans coffee Nairobi Mombasa road
11. Henkel Nairobi baba ndogo
12. Mjengo Nairobi
13. Cadbarry Kenya limted Nairobi off Naivasha ro@adlistrial area
14. Kenya coopoarative creameries (KCC) Nairobi intesgproad industrial area
15. True food Nairobi Industrial area
16. Crown paints Nairobi , likoni raod industrial area
17. Wrigley Nairobi Industrial area
18. Twiga Industry Nairobi Industrial area
19. Procta and Allan Nairobi Industrial area
20. Kenya Breweries Nairobi Ruaraka
21. British American Tobacco Nairobi Likon road , irsfiual area
22. Cocacola Embakasi Nairobi
23. Kenpoly Nairobi Industrial area
24. Kapa oil refineries Ltd Nairobi Mombasa road
25. Uniliver Kenya Nairobi industrial area
26. Unga limited Nairobi Commercial street
27. Glaxosmithkline Nairobi Industrial area
28. Sameer Agricultural livestock Nairobi industriaea
29. Kenafrica Nairobi Industrial area
30. PZ Cussons Nairobi
31. Afican cotton Mombasa road
32. Kwal industries Nairobi Mombasa raod
33. Royal converters Limited (Hanan) Nairobi Industaa¢a
34. SC Johnsons Narobi baba Ndogo
35. BETA health Industrial area Nairobi
36. General plastics Industrial area Nairobi
37. Excel Chemicals Industrial area Nairobi
38. Match Masters Nairobi Industrial area
39. Kim-fay EA Nairobi Industrial area
40. Kings commodities Mombasa road
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