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ABSTRACT

Strategic planning is an organization’s processl@ining its strategy, direction and
making decisions on allocating its resources idad purpose this strategy including its
capital and people. The grand promise of stratptaoning has been to increase the
efficiency and effectiveness of an organizationitmproving both current and future
operations. This study aimed at examining theegfatmanagement practices adopted by
Laborex Kenya limited. The study reviewed relatédratures based on the objective
which was a case study of Laborex Kenya limitede Ftudy involved a case study of
Laborex Kenya limited. The researcher used prinsatyrce of data which was collected
through interview guide. This gave the respondenpla time to respond to questions
asked. Key interviewees of the study included thiefexecutive officer, human resource
manager, operations manager, key accounts manadetha marketing manager. The
collected data was examined for completeness aritychnd thereafter was analyzed
using content analysis. The findings show that eéhekist some strategic planning
practices that Laborex Kenya limited adopts. Thelgtestablished that Laborex Kenya
limited has existing objectives, mission and visspatements which the company strives
to achieve and that the company formulates stregegiore often when need arises. It
was also established in the study that proper seteof qualified staff and good training
has been of great importance in propelling Labokenya limited towards better
performance. The study also pointed out that proparketing strategies and tactics are
of great importance to Laborex Kenya limited. Thisidy also noted that account
management skills are important to the company. sthdy recommends application of
various strategic planning practices in all phareugical firms in Kenya in order to
improve their efficiency and effectiveness.
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CHAPTER ONE

INTRODUCTION

1.1 Background of the study

For an organization to determine its future dimctiit has to understand its current
position and ways through which it can pursue paldir courses of action. Strategic
planning is a disciplined effort to produce fundataé decisions and actions that shape
and guide what an organization is, what it doeswhd it does it, with a focus on the
future (Murangiri, 2011). It is the first step ihet strategic management process which
lays the foundation for the other phases namely@mpntation, evaluation and control.
Formal strategic planning systems provide the fraark for formulating and
implementing strategies (Steiner, 1979). It briagput changes which may or may not
face resistance in the organization. Thompson atrickiand (1989) argue that
galvanizing organization wide commitment to the s#o strategic plan is critical for
effective performance. It is therefore important #n organization to communicate

properly the vision and build a culture of staffatvement.

For the strategic planning process to be effective,three phases should be taken care
of. A good formulated strategy alone does not aatarally guarantee achievement of
objective. Hambrick and Cannella (1989) state “aithsuccessful implementation, a
strategy is but a fantasy”. The formulated stratdgpgrefore needs to be implemented at
all levels of the organization. Implementing a &gy means putting the strategy to

action (Hill and Jones, 2009).



A good strategic plan emphasizes on the long-tamdrange strategic goals and
objectives and it results to a proper definitiortled organizations activities, allocation of
the scarce resources to accomplish organizatidredegic objectives. Over the years the
pharmaceutical industry has seen birth of new fioosipeting for the same available
demand. With this increasing competition, Laboregnia limited has to embrace
strategic planning practices in order to obtaintained competitive advantage over its

competitors.

1.1.1 Concept of strategy

Strategic planning as a process was migrated fteemcbrporate world and has been
practiced in so many companies for the last 40sy¢&ain 2007).However its use has
exploded only in the last decade and now virtuaillyst companies have in place some
form of a strategic planning process. The suddse m strategic planning activities

among companies especially the corporate world been attributed to the need to
combat the challenges of increasing intensity ahpetition, globalization, increasing

cost of operations, increased demand of technolagged for greater accountability,

political influence and emphasis on quality corpergovernance (Kaplan & Beinhocker,

2003).

There was a time when strategic planning was dgni&d biggest companies, and those
who lead change. Now it is a requirement just tovisa (Hatfield, 1996).Without
strategic planning, businesses simply drift and games that operate without a plan

have higher chances of failure than those that atghimplement well. Many businesses



may fail to create a vision, company values anttaegyic plan because of reasons like

lack of time, energy, commitment and lack of expece.

Ansoff, (1976) who is considered as the fathertadtegic management defines strategic
planning as “a rational analysis of the opportesitoffered by an environment and of
strengths and weaknesses of the firm and a seateaifoa match (strategic) between the

two which best satisfy the objective of the firm”.

Drucker, (1974) another well-known management glefines strategic management as
“the continuous process of making present entrepneal (risk-taking) decisions
systematically and with the greatest knowledge agkirt futurity; organizing
systematically the efforts needed to carry outdhsescisions and measuring the results of

these decisions against the expectations, throrggnzing systematic feedback.

1.1.2 Strategic planning process

Boar (1993) categorizes strategic planning prodess three broad areas namely:
assessment, strategy formulation and execution. @ksessment stage involves
developing a proper understanding of the businessrreal and internal environment.
These environmental factors may include politicacial, economic, technological or
even legal ones. The strategy formulation stagelves identification of the desired
future state of the business, the specific objestito be achieved and the means to
achieve them. It comprises of developing or revgnvof the organization’s mission,

vision and long-term goals; conducting internal aexternal assessments{SWOT



Analysis}; setting selection criteria and selectitige appropriate strategies that will
afford the firm the best strategic positioning abag competitors. The formulation stage
involve the top management team but communicatidheonew strategies to be adopted

are always communicated to all teams.

Execution stage involves translating intention &ality. Sababu (2007) argues that
strategy implementation is the process by whicatatyies and functional policies are put
into action through the development of action plageals, programs, budgets,
procedures, structures, cultures, motivation, comoation, leadership, resource
allocation, working climate and enforcement. Theaiion stage is the most vital stage
in the strategic planning process since it deteemthe outcome. Proper execution leads

to success while a poor one leads to failure ofritended strategy.

1.1.3 Strategic planning practices

Strategic planning practices involve forming a esof where the organization needs to
be headed and provides a long-term direction withestablished mission to specific
performance objectives. It also involves craftingti@ategy, implementing and executing
the chosen strategy efficiently and effectively amldo evaluating the performance
together with initiating review programs for corige adjustments in missions,

objectives and strategy depending on changing tondj available opportunities and

ideas. Strategic planning can be formal or inforanad involves the corporate business

and functional levels.



Strategic planning practices determine the competiadvantage to be gained by a
particular organization against its competitorsmgoof these practices may include
proper location of an organizations premise in otdaneet the immediate demand by its
client. Close proximity to clients translates tevéy transport costs and shorter delivery
time and therefore convenience. Customer carecgrwnay also attract a good number
of clients. After sale services also add mileageards achieving customer satisfaction.
Proper selection of human resource services anerduuse of technology may make a
difference in maintaining clients. Proper pricinggonods or services plays a major role

among other practices.

1.1.4 The Pharmaceutical industry in Kenya

Kenya is currently the biggest producer of pharmtical products in the Common
Market of Eastern and Southern Africa (COMESA) oegsupplying about 50% of the
region’s market. Out of the region’s 50 recognizeldarmaceutical manufactures;
approximately 30 are based in Kenya. The counpli@rmaceutical and consumer health
market is estimated to be worth USD 160 millionhegear. This is due to the increased
expenditure in healthcare by individual and insaeasponsored clients and also due to
the general economic growth over the years. Thal fohding for malaria control in
Kenya was about USD 62 million in 2008 with mostloé funding coming from donors
for example the US government. In recent years Hengs also experiences a rapid
growth in tuberculosis cases and worse being tbreasing number of people living with

AIDS.



Sales of OTC and prescription drugs clocked upad@ billion Kenya shillings in 2008
from 14.4 billion the previous year according t@ tkenya pharmaceutical and health
report 2010. This year the Kenyan drug market igeeted to hit a value of 33.5 billion
Kenya shillings equivalent to a (CAGR) of 13.53% local currency terms. The
pharmaceutical sector consists of more than 35ndieg units including local
manufacturing companies and large MNC'’s, subsieaor joint ventures. Kenya enjoys
preferential access to the regional market undauraber of special access and duty
reduction programs related to the EAC and the COME&ong others.The country
exports its pharmaceutical products to Tanzaniagandg, DRC, Rwanda, Burundi, the

Comoros, Ethiopia and Malawi among other destimatio

1.1.5 Laborex Kenya limited

Laborex Kenya limited remains to be one of thedatgpharmaceutical distributors in the
country despite the quick changing external envirent realized in the pharmaceutical
industry. Laborex was born in 1911 and was namedd8&McGeorge limited which
takes its roots from the Eurapharma group in Peaaiste. In 1995 Howse&McGeorge
established a branch in Uganda and later in 1999agBarma merged with
Howse&McGeorge acquiring 51 % share in both Kenyé Edganda forming Howse and
McGeorgeLaborex. In 2004, Eurapharma acquired 1088atrol of Howse and
McGeorge and in the year 2007, Howse&McGeorgelLabavas renamed Laborex
Kenya. In the year 2008,Laborex Tanzania was eshad in Dar-es-Salaam.Laborex

Kenya ventured into the consumer business in 2009.



Laborex Kenya started with a single headquartacedfin firm andauto spare building
Mombasa road and over the years it has seen itd expansion with birth of several
branches including its major outlet in Nairobi’'s BBMlombasa, Kisumu and Nakuru.At
the moment Laborex houses several companies ingugkrvier, Norvatis, Microlabs,
Allergan, Nuby, Roche, Denk pharma, Mission phar@anderel, Brocodex, Avi and
Expanscience laboratories. Laborex therefore isluad in direct distribution of all the
products handled by these companies. In generabreabhandles a wide range of

pharmaceutical products including drugs, vacciaad, supplements.

The vision of LaborexKenya is to bring pharmaceltiaboratories and patients closer
together whilst ensuring quality. The mission obbeex is to be the preferred service
provider in the distribution and marketing of phagautical and para-pharmaceutical
products in east Africa. Laborex is committed t@@dananagement practices and ethical
behavior through enthusiastic and professionaf.dtaborex Kenya also has some policy
objectives for its customers, suppliers, staff, @acshareholders. To the customers, the
objective of Laborex is to deliver safe and effioas products, on time and at
competitive prices. To its suppliers, the objecitfd.aborex is to avail their products in
the right condition and offer good services. Tositaff, Laborex is dedicated to offer a
good working environment that fosters team spind @ncourages innovation through
personal development and staff welfare. Finallyitto shareholders, Laborex has an

objective to offer good management practices anfitmptimization.



1.2 Research problem

Competition between firms has become more sevetbeysstrive to gain competitive
advantage over their rivals. Customer tastes arelsere constantly changing in
addition to increased awareness and variety ofcelsoivhen making purchase decisions
to satisfy their needs. Firms therefore must adtgattegic planning practices in order to

enable them survive in this turbulent environment.

Several studies have been done on strategic plgmpractices but very few have been
done on the pharmaceutical industry. Emily (20@38earched into the strategic planning
practices in public secondary schools in Kenya gmdvided a mechanism for
coordinating decentralized strategy formulation himt a structure of demanding
performance targets, but the study shows that thategic planning practices fostered

adaptation and responsiveness, but showed limtsalvation.

Ogari (2005), stated that strategic planning in y&nuniversities consist of six stages;
environmental scanning, evaluation of issues, fmstieg goal setting, implementation
and monitoring. Other studies have been done onou&raspects of strategic
management such as strategic planning practicesparfdrmance of state corporate
(Kathama 2012), change management strategy (Ojw&@d,2) and competitive

advantage (Mwangi, 2012). Churgo (2009) has alsee dostudy on the perceived link
between strategic planning and performance coiigadh Kenya state corporations

while Wambui (2004) studied factors driving stradeglanning by the corporate sector.



The focus of the study in most of these studiesble@s on strategy development and has

shown little focus on implementation and the aééect on the performance of the firm.

The various studies established that various orgéiobns are now faced with rapid
changes in both the external and internal envirarima spite of the many studies done
on strategic planning practices by different sciglaone has narrowed down to study on
strategic planning practices adopted by pharmazaufirms in Kenya. The purpose of
this study is to fill the gap in knowledge by adihi@g the question; “what are the

strategic planning practices adopted by Laborexyddmited?

1.3 Research objective
The objective of this study was to determine thiatsgic planning practices adopted by

Laborex Kenya limited.

1.4 Value of the study

The results of this study are helpful to Laborexf limited and the whole Kenyan
pharmaceutical industry fraternity to analyze aedaw the strategic planning practices
currently in use and also help them understanariieket trend so as to be able to match
up with competitors in the field hence improving tpeneral performance of the industry
in meeting customer expectation. It will also h#lp companies in the industry to take
advantage of the ever changing external environfgnhstance technology to advance

its operations and maximize profits in return.



The findings may be used as a way of maintaining) iaaproving service delivery and
efficiency. Other firms may adopt these practicgseeting to improve the effectiveness
and efficiency of their organizations and accruendbiés similar to those in the
pharmaceutical industry. To the scholars the stuiflyadd value to the existing body of
knowledge on the pharmaceutical industry and getftkure reference for scholars and

academicians.
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CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This chapter presents the past or previous stuthias have been done and theories
advanced on strategic planning practices. The ehapbroken down into the theoretical
foundation, the concept of strategy, factors aiifgctstrategic planning practices and

challenges of strategic planning.

2.2 Theoretical underpinnings

Porter (1985) asserts that there are three basindsas strategies; differentiation, cost
leadership and focus. Theorists have argued thatfperform best by combining the
three strategies or choosing the one that fitstgxaxits objectives. According to pierce
and Robinson (2000), the fifteen principals of gratrategy are: product development,
innovation, horizontal integration, vertical intagon, concentric diversification,
conglomerate diversification, turnaround, divesgtu liquidation, bankruptcy, joint

ventures, strategic alliances and consortia.

Despite numerous studies there is no commonly aedemiversal definition of strategy
(Quinn, 1980).most definitions of strategy are @ned with the long term direction of
the organization. Strategy defines what business diganization should engage in,
matching the activities of the business to the remvhent in order to reduce the threats

and increase the opportunities and also matchrgnations activities to the available

11



resources. From the perspective of classical gliatmanagement theory, strategy is
considered a deliberate planning process (formélated by top management (top-
down),based on an elaborate industry analysiso(rafi and aimed at designing a
cohesive grand strategy for the corporation coesct (volberda,2004). As the
environment is continually changing, it is also essary for strategic planning to
continually change in order to maintain a fit witlte external environment. There exist
several theories to support strategic planning.s€hmclude the resource dependent

theory and the resource based view (RBV).

2.2.1 The resource dependent theory

The resource dependent theory is the study of hewekternal resource of organizations
affects the behavior of the organizations. Basycdlis theory argues that any
organization will depend on the resources it ownsathieve its objectives. These
resources may be in form of qualified staff, gotd&ure of the organization, excellent
production strategies, proper external organizatidinks, and sufficient capital among
others. Resources are therefore a basis of powgrdpel the organization towards

achieving its objectives.

Power and resource dependence are directly linkedway that organization A’'s power
over organization B is the same as organization d&pendence on organization A's
resources and that power is thus relational, stimat and potentially mutual.

Organizations depend on multi-dimensional resoufgesstance labor, capital and raw

materials and since many companies may not havihaltesources they are therefore

12



forced to operate through the principle of critigabnd scarcity. Critical resources are
those that an organization must possess in ordgpecate. Viewing an organization from
the resource dependence basis, it may adopt vacmugervailing strategies choosing to
associate with more suppliers or integrate vettiaal horizontally (Hillman et al, 2009).

Customers are the ultimate resource on which corapaepend on.

2.2.2 Resource based view

An organization must exploit competitively the reszes that it has like labor, capital and
raw materials in order to remain competitive in firedd. The Resource-Based View
(RBV) as a basis of competitive advantage of a fiem primarily on the application of
the bundle of these valuable, interchangeablengitée and tangible resources at the
firm’s disposal (Werner felt, 1984). To transfornslaort run competitive advantage into
a sustained competitive advantage requires thatethmesources are heterogeneous in
nature and not perfectly mobile (Peteraf, 1993¢gource based view of a firm explains
its ability to deliver sustainable competitive adtsgge when resources are managed such
that their customs cannot be imitated by competitiwhich ultimately creates a

competitive barrier (Crook et al, 2008).

A resource based view is made applicable by thetfet resources are rare, valuable,
inimitable, no tradable and non-substitutable asll vees firm specific (Barney,
1996).Sustained competitive advantage is obtairteehvihe efforts by the competitors to

render the competitive advantage redundant hawededhis occurs when the actions to

13



imitate end without affecting the firms competitiadvantage. The RBV therefore views

a successful firm’s strategy as that which susteamspetitive advantage.

2.3 Factors influencing strategic planning practice
Several factors do influence strategic planningciica and generally these factors are
grouped into three categories; external environaldiactors, demographic factors and

management structure factors.

External factors to the organization affect the dayday running of the organization.

These factors include political, social, legal, mmmic and technological factors. Changes
in these factors forces the organization to retlonkthe strategies to be implemented
since there must exist a fit between the strategaspted and the objectives of the
organization. Glaister et.al (2008) indicate tha torrelation between planning and
performance may be stronger in a turbulent envigmrhence environmental turbulence

leads to greater incidence, formalization and é&ffeoess of strategic planning.

Demographic factors like the business structuresin@ss age and business size also
influence strategic planning. Greater availabibfyresources (staff, expertise and time)
and increased internal differentiation leads teeased planning. It is therefore important
for an organization to consider its size and alse fong it has existed before narrowing

down to which strategy the organization should &dop

14



Besides the external and demographic factors, negnewgt structure of an organization
also influences strategic planning. The more sfigedha firm is the more it can rely on
daily routine and existing experience, and thedeise need to make formal plans to an
unknown future. It is also important to understdhdt the wider the scope of firm’s
activities the stronger will be the need for inedradjustment of employees’ activities.
Rudd et al (2008) identified several types of besflexibility: financial flexibility,
structural flexibility and technological flexibilit Financial flexibility is the
organizational ability to rapidly gain access tal aeploy financial resources. Structural
flexibility is the organizational ability to rapiglrestructure and technological flexibility
is defined as the organizational ability to altechnological capacity in line with

competitive requirements.

2.4 Strategic planning outcomes

Empirical studies already carried out have assediatrategic planning with performance
of organizations. Firms with proper strategic pteing implemented have always shown
positive growth in performance. Schwenk and Shrddé83) recently meta-analyzed
fourteen studies on formal strategic planning aediggmance in small firms. They

argued that strategic planning promotes long rahg&ing and reduces the focus on
operational details providing a structured meamsdentifying and evaluating strategic
alternatives. However Kall man and Shapiro (19783 fno significant benefits from

strategic planning and observe no significant dififiees in performance between
planning and non-planning firms. Boyd (1991) usestan analysis to aggregate the

results of 29 samples and finds modest correldt@ween planning and performance.
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2.5 Strategic planning challenges

There exist several challenges when it comes tategfic planning. One of these
challenges is the fact that for any strategic plamractivity, resources are required.
These resources may be inform of labor, capital, naaterial or even the customer.
Some firms management feel that implementatiomefstrategy may be a waste of time

and resources hence opting to stick with existirgfagies.

In addition to the resources, some firms may haseagement inefficiencies. For a firm
to be able to implement properly its strategiegplementing skills are necessary to the
upper management team. Proper involvement of athipees of the organization and
good communication is necessary and lack of thiefle may pose threat of failure to the
organization. Other challenges may include; fretjyerhanging environment which may

cause increased competition, declining market st@areinnovation among others.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction
This chapter presents methods that were adoptatieogtudy in obtaining the research
data. The chapter is outlined into research desigia collection techniques and data

analysis.

3.2 Research design

This study adopted a case study design. Baxtedackl (2008) argue that a case study is
a form of qualitative analysis where studies areedon institutions and from the study,
data is generalized and conclusions or implicatanasvn. This study therefore gives in-
depth information on strategic planning practicdspged by Laborex Kenya Limited.
Although the study narrows down to strategic plagnpractices adopted by Laborex
Kenya Limited the research instruments were cootttu comprehensively and
exhaustively enough to give representative infoiomatthat ensures reliability and
generality of findings on the strategic planningagtices that might apply to other

pharmaceutical firms operating in Kenya.

3.3 Data collection
The study relied on primary data which was colléctiarough interviews. The
interviewees included a team of top management stdfaborex Kenya Limited that is

the chief executive officer, human resource managgey account manager, marketing
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director and operations manager. The five imponteaple were selected since they had

the information which was necessary to carry oatstudy.

The study instrument for this study was an intewwguide which comprised of open
ended questions made to extract information necgedsa the purpose of the study
objectives. The interview guide was sent early dhwdfahe interview date to ensure that
the interviewees were prepared for the task. It designed in a way that it would
provide specific and precise information to avaiélevance.

The interview guide questions asked are shown peiaghix II.

3.4 Data analysis

Content analysis was used in analyzing the dateesthe data collected from the
interviewees was qualitative in nature. This isshistematic qualitative description of the
composition of the objects or materials of the gt(l[dugenda and Mugenda, 2003). It
involved the description of objects, items or tlsirngat comprise the strategic planning

practices adopted by Laborex Kenya Limited.
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CHAPTER FOUR

DATA ANALYSIS RESULTS AND DISCUSSIONS

4.1 Introduction

This chapter entails data analysis, results ancudgson. The main objective of the study
was to examine strategic planning practices adopted.aborex Kenya limited. This
objective was achieved through analysis of the humesource management practices,
marketing management practices, accounts managenpeattices, operations

management practices and the general managemetitgseof Laborex Kenya limited.

4.2 Data analysis

Data was collected using interview guides admingsteo the top level management staff
of Laborex Kenya limited who include the human tese manager, marketing manager,
key accounts manager, operations manager and tief €kecutive officer of the
company. These managers have been serving in gamiration for at least three years
and are directly responsible for making strategicisions of the company and are also

involved in the day to day formulation and implern@ion of the strategies.

4.3 Human resource management practices

The human resource management involves activikeghe recruitment criteria followed
by the organization and the training and retrairpnograms the company offers to ensure
quality productivity. It also looks at the employpemotion criteria not forgetting the

supporting staff and services provided by the orgdion.
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4.3.1 Recruitment criteria

The human resource manager pointed out that theisgef hiring new personnel is free
and fair and involves advertisement of the oppatiesravailable followed by thorough
interviews subjected to the candidates. The ingervis based on the knowledge and
expertise required to perform various activitiegha organization. The exercise ensures
that the proper candidates for the right jobs astected and therefore enhances
performance in the organization. Laborex Kenya tiehi has collaborated with
recruitment agencies within Nairobi who advertise the job opportunities and narrow
down the scope of prospective candidates makingmbik easier for Laborex human
resource office. The office in turn makes the fisalection and communicates to the

selected candidates.

4.3.2 Training and retraining plans

The human resource manager also pointed out ticet the right staffs are hired, they are
exposed to an in-house training which is usuallgotitical just to update them what
happens in the organization and introduces thertheoexisting staff. This helps the
employees to familiarize with each other as welwéh the organizations’ environment.
Later they are taken out for on job training whiérey are expected to work under close

supervision from the experts. This helps them bsdlifi-confidence.

The manager also noted that once every year tiseresually a re-training program
whereby all the staff of the entire company receivéormation on general and current

trends in the market and how it affects them a&amt
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4.3.3 Employee promotion criteria

During the interview the human resource managehliglgted that the company works
with appraisals which are always done after evargd months. These appraisals are
aimed at evaluating the performance of every engadyased on different perspectives
for instance timeliness, performance, attitude, mitnent among others. An annual
average of the general performance is taken fon eatployee and the promotions are

therefore awarded based on the performance.

Long serving employees are given a priority forrpotions based on their experience.
This is aimed at retaining experience and limifpogiching besides keeping the company

secrets as this remains a threat to the genenatly@f the company.

4.3.4 Supporting staff and services

The human resource manager also pointed out teairtfanization depends primarily on
contracted supporting staff and services. Thisdeabse the services are cheaper as
compared to hiring permanent workers for the sesvitike cleaning and sanitary
services, catering services, security, transpostices and postal and delivery services.
This therefore helps the company to minimize ort edsle maintaining quality services.
However the human resource manager highlighted ttlatcompany has a permanent

lawyer to handle all legal issues.

4.4 Marketing management practices
Laborex Kenya limited employs several marketing aggament strategies among them

promotional strategies and sale tactics, propeerstanding of the company’s strengths
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and opportunities and ways take advantage of themedl as strategizing on its threats
and weaknesses. The company has also put in plagerppricing of products and
employed technology besides motivating the empleye®l offering after sale services

and customer care services.

4.4.1 Promotion strategies and sales tactics

According to the marketing manager, the company daspecial group of medical

representatives who visit doctors and create aweagenf the products as well as avail
them in the pharmacies so that the patients ppgors may be honored. This team is
responsible for gathering market intelligence andaustands which client to target for

what business.

Besides the promotions, the company also orgarfesontinued medical education
where health practitioners are sponsored for spaei@ming and updates in the field in

favor of the company which later it's allowed tovadise its products.

Laborex also applies different pricing strategies different customers. It gives
subsidized prices to some organizations and clietgpending on the quantities
purchased. They also employ comparative pricingtestry by offering special prices to

specific customers who are loyal to close competito

Proper and appealing packaging of products hasgi&m laborex an added advantage
over her competitors and proper customer care gnincluding telesales services are

offered by laborex.
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4.4.2 Strengths, weaknesses, opportunities and tlats

One of the things Laborex Kenya has done is torenat it understands the company’s
strengths and opportunities and maximize on thenmwel as taking care of the
weaknesses and threats. The marketing manageregamit that over a long period of
time, Laborex Kenya limited has won the perceptidrher clients that the company
offers quality products and this trust remains adeal advantage to the Laborex
fraternity. The availability of several branchesass the country has also been another

source of strength.

One of the major weaknesses of Laborex Kenya landecording to the marketing
manager was that clients always complain of eleivateces and also the location of the
main branch being out of the central businessidistiowever the company has curbed

this issue by assuring and insisting to her custsrokthe quality of the products.

The marketing manager also claims that the ramipantase of HIV cases and lifestyle
diseases like diabetes and hypertension remainjar mpportunity to the organization

since there has been a noted improvement on satetated products. The settling in of
small pharmaceutical companies in the country wes aoted as a main threat to the

organization and this has kept the organizatiotoes.

4.4.3 Pricing of products
During the interview, the marketing manager shasethe several factors which are
considered when setting the selling prices forgtuglucts. One of them is the cost of the

product which include raw materials, human resqutnsport and machinery cost
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among others. The manager argued that for the ptaduexist it incurs some cost

therefore the selling price should be higher thengroduction cost.

Another factor considered is the aim of the orgaindn that is if the organization is a
profit making organization or a nonprofit makingyanization. For laborex since the aim

is to maximize profits, a markup is added on toghefproduction cost.

The marketing manager also admitted that the potegher competitors in the market
are also key in deciding what prices the compamybkhoffer for her products. However
the manager also pointed out that the organizati®m puts into consideration the income

of the target customers.

4.4.4 Level of technology adopted

The company has a team of information technologcisfists who ensure day to day

smooth running of the organizations activities. Toenpany therefore offers electronic

ordering services, electronic debt managementeEs\and electronic stock management.

This ensures accuracy in the accounting sectiorasadminimizes costs.

The team also offers daily sale report statememtgatious department heads for the
purposes of tracking the daily sales and analyrihgre to add some efforts. Reporting
systems have also been put in place for every greplto be able to show what activities
he or she has performed for every day spent irotfiee. This has always ensured that
the organization does not spent money on idlershe office. Clocking in and out

services have also been put in place in the compeemises.
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4.4.5 Motivational styles employed

The marketing management team has set out tagatsthe employees accompanied by
incentives whereby any sale exceeding the targawvéded some money. Team building
activities have also been reinstated to promote t@ark and togetherness. Promotions

and permanent and pensionable employment schemesalsa been employed.

The company also offers medical covers to all thgpleyees and their families to
cushion them from unexpected expenses on illnegdethese services have helped the
company retain her employees despite the rampasescaf pouching between

companies.

4.4.6 After sale services and customer care service

During the interview, the marketing manager alsofeal out that the company offers
after sale services and customer care servicesding free transport, free twelve hour
consulting services, free exchange for expired petsd and free gifts like pens,
prescription pads and drug envelopes for theirntdie These activities are aimed at

retaining existing clients as well as attractingvradients.

4.5 Accounts management practices

The accounts management practices employed by é&abKenya limited include
determining the criteria for credit worthiness,atatining what discounts and bonuses to
be offered to different clients, determining crdditits for customers and knowing how

to deal with defaulters.
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4.5.1 Criteria for credit worthiness

The accounts manager highlighted that there arerakwuidelines followed when
deciding the credit worthiness of a client. Thetooser must purchase goods in cash for
a period of six months in order to qualify for cited\fter six months, credit application
forms are submitted to the client who is supposedllitthem, sign and attach a bank
statement for at least six months period. Two guara are also required to cover the
client in an event where he fails to make the paymehese protocols according to the

accounts manager ensures that unnecessary rikssadf money are avoided

4.5.2 Discounts and bonuses

Discounts and bonuses are given depending on ttitjas purchased. According to the

accounts manager, institutions and big hospitald te buy in larger quantities hence

enjoy the benefit more than the small scale busingsn. This strategy helps encourage
the clients to buy larger amounts which are alsweheial to the company since it helps

cut down the costs.

The accounts manager also noted that the compaey giving discounts and bonuses
favors those clients who purchase for consumptiwh rzot for resale. This is aimed to
avoid the products from spilling back to the markea cheaper price to some customers

than the company can offer hence spoiling the ntarke

4.5.3 Credit limit and dealing with defaulters
According to the accounts manager, the credit limmiased on the bank statement but is

subject to change based on the buying patterndiefctistomers. If a customer for
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instance has developed an habit of paying promghign the credit limit may stretch

upwards otherwise it remains the same.

On the other hand, defaulters are subjected td leggorities through the company
lawyer where they are summoned to appear beforectlwet and an agreement on
payment is reached. However in a scenario wheredéfaulter has died, the debt is

counted as a bad debt and the company standseto los

4.6 Operations management practices
Laborex Kenya limited has adopted operation managepractices like ensuring proper
distribution channels in the country, safe and naelivery of products to the customers

through emphasis on quality control measures.

4.6.1 Distribution channels

The operations manager pointed out that the compasyseveral branches spread over
the country with its main branch in Mombasa roast j few kilometers from the city
center and another outlet in the central businessial. Other branches are found in
Nakuru, Kisumu, Eldoret and Mombasa. Products ftbenmain branch are transported
to the branches upon demand and the branches eeefdie sell directly to wholesale
and retail chemists, hospitals, nongovernmentalrdmgtions and other authorized

dealers.

The operations manager however felt that thesechem are not enough and the

company needed to open some more outlets in oémes pf the country like Garissa
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,Machakos, Embu, Meru, Mt Kenya region and otherounping towns in order to takes

these services as closer to the clients as possible

4.6.2 Delivery of customer’s products

The operation manager’s office has made sure ligatistomers products are delivered
safely and timely by providing delivery notes witbpies where a copy is returned back
to the office after the recipient has confirmedt tiie goods are in proper condition. By
returning the copy, the management can conclude thieatiming is proper and the

signature from the recipient is a prove that thedgoarrived in the best of quality.

In addition, the organization owns motorbikes apdcgl vans for transporting client’s
goods. This helps curb the problem of delay ofdh&tomer’s products. The motorbikes

are used to transport less bulky products whilevdres take care of the bulky products.

4.6.3 Quality control measures employed by LaboreXenya Limited

The operations management office claims that theye hensured that those products
which must always be kept under refrigeration afeigerated and when transporting
them ice packs are provided to accompany them.eprbpndling techniques of both
hazardous and non hazardous products are emplagedoatinuous training of the staff

handling the products is done to avoid damage.

In addition, the Laborex staff have a special umifavhich helps them be identified fast
therefore they are given priorities in busy custosieops to avoid delays which may
affect the active ingredients of some products.aBse of this uniform the staff has also

found it easy dealing with other obstacles in thedavour to give their services.
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4.7 Overhead management practices

The overhead management practices employed by é&abimclude crafting of the
company’s objective, vision and mission statemé&ejuent formulation of strategies,
communication of the formulated strategies and idgalwith the challenges of

implementation.

4.7.1 Organizations objectives, mission and visicstatements

According to the chief executive officer of Labor&enya limited, the vision of the
company is to bring pharmaceutical laboratories patlents closer together whilst
ensuring quality. The mission is to be the preférservice provider in the distribution
and marketing of pharmaceutical and Para-pharmaeéuproducts in east Africa.
Laborex is committed to good management practices ethical behavior through

enthusiastic and professional staff.

Laborex Kenya limited has also some policy objegifor its customers, suppliers, staff
and shareholders. To the customers, the objectivio ideliver safe and efficacious
products, on time and at competitive prices. Taitppliers, the objective is to avail the
products in the right condition and offer good ssgs. To its staff, laborex is dedicated
to offer a good working environment that fostergntespirit and encourages innovation
through personal development and staff welfareallirto its shareholders, laborex has

an objective to offer good management practicespaofit optimization.

4.7.2 Frequency of formulation of strategies.
The chief executive officer pointed out that stggtéormulation in the organization is an

ongoing procedure. This is because the externale@maent keeps changing day after
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day and in order for the organization to fit it rhalgn its strategies to the ever changing
environment. He pointed out that some of the factanich make strategy formulation a
continuous affair include technological factors|ipzal factors, economic status, social

factors and legal factors among others

4.7.3 People involved in strategy formulation

According to the chief executive officer, a teamad management personnel of Laborex
Kenya limited are usually involved in the formudati of strategies. These include the
operation manager, marketing manager, key acconatsger, Human resource manager

and the chief executive officer himself.

However he admitted that the views of the whole drak fraternity are given a
consideration during the discussions and are rletiraut completely. This is because
some ideas suggested by juniors in the company brayelpful to the company in the

day to day running of the activities.

4.7.4 How formulated strategies are communicated

After decisions are reached by the committee fdmtmg the strategies, the new
strategies to be implemented is communicated taépartment heads who are held with
the responsibility of ensuring that proper commahan of the strategies to the juniors is
effected. After communication the department heslds ensure that implementation of

the strategies is effected without delay.

A feedback mechanism is also available where tipari@ent heads are supposed to pass

the feedback of the perception of the new strasetpethe employees. Those positive

30



about the strategies are praised while those whmegative are reprimanded. A proper

follow up of the implementation is kept in placesiasure compliance.

4.7.5 Challenges faced in implementation

According to the chief executive officer, some lné thallenges faced in implementation
include misconception of the strategy. He claintet some people fail to understand the
importance of the strategy reinforced to the orgation hence some end up not

supporting it.

Other challenges include lack of enough funds fopet in the execution of the new
strategies which require money to become a redliigk of good management is also
another challenge faced in implementation of sfjiatefor good management supports

strategy implementation while poor management léadgeak and inappropriate strategy

The external environmental changes have also n@ade sot be implemented because of
the rapid changes experienced on the same. Otlk#&rrdainclude time since some
strategies incur a lot of time. Uncooperative stakgers have also been a challenge

when it comes to implementation of strategies &orex Kenya limited.
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CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.1 Introduction
This chapter presents summary of findings, constyssuggestion for further studies and
recommendations from the study findings. The madijedive of the study was to

determine the strategic planning practices adolpyedaborex Kenya limited.

5.2 Summary findings

The study accessed information from the top levaehagement team of Laborex Kenya
limited with normal respondents group that is repreative of the whole organization.
The data collected for this study is therefore olesgto be very reliable and can be used
to generalize the strategic planning practiceshi pharmaceutical industry in Kenya.
The following were the summary of the researchifigd upon which the conclusion and

recommendations of the study were made.

The study set out to find the strategic planningcpces adopted by Laborex Kenya
limited and it observed that Laborex Kenya limiteas an established qualified team of
experts trained to offer quality services to thetomers. These employees are well taken
care of and properly motivated as part of improwimg performance of the organization.
It was also observed that the company has enoygposustaff and has sufficient service

providers who are contracted in order to minimiastc

The study also established that Laborex Kenya dithltas adopted some selling tactics

which have helped place the company above her dmonge These tactics include
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pricing, packaging, bonuses and discounts. Theygtodthted out that proper technology
has also been embraced therefore yielding to acgwaad better performance. According
to the study, other factors which have contribuggdatly to the success of Laborex
include good customer care services and aftersgalgces, proper distribution channels

with timeliness and proper quality control measumngsiace.

The study also established that Laborex Kenya éichitas existing objectives, mission
and vision statements which directs the day to mawying of the organization. In the

study it was also observed that the organizatiomitates strategies more often when
need arises and the top level management is indaiverafting the strategies. Later the
strategies are communicated to the department Headaplementation and feedback is
given through the same channel. Generally it was abserved that commitment of the
top level management in laying strategic plannimgcfices has made the company

successful so far.

5.3 Conclusion

The study found that various strategic planningcficas are applied on various
departments of Laborex Kenya limited. The compasyjfategic practices were stratified
on major areas of operation with each area havamgesunique practices. The human
resource management for instance applies pradil@proper selection of employees,
proper training, promotions and rewards. This enbanquality workmanship which

fosters good results in the organization.

The marketing department on the other hand apptrasegies like proper pricing, good

packaging of products, offering of good bonuses disdounts to clients to retain them
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and win new ones and also proper detailing of trapany’s products to the involved

parties like doctors and pharmacists to create evess besides advertising on the media.

The operations management applies criteria likéirae and safe delivery of products to
the customers and ensures that quality control ummeasand standard operating
procedures are followed. This helps keep the proiuthe right condition till it reaches

the customer safely.

The key accounts manager ensures that payment aifsgare made promptly hence
preventing the company from landing into unnecgsslabts. This helps ensure steady
and sustainable business. He also helps in idergifpther prospective clients and

opening accounts for them.

The top management team of Laborex also have atdugysure that new strategies are
formulated in order to adopt with the ever changingironment. This helps the company
remain competitive against her competitors. Howevarious practices in various

departments must work together to make the orgaoiza success.

5.4 Recommendations for policy and practices

The study observed that all the departments in tebdenya limited had adopted

strategic planning practices. Due to the benefitsusing these strategic planning

practices, the study recommends that all pharmaeduirms in Kenya should adopt

strategic planning practices so as to gain comypetiess in the sector and also to gain

efficiency in operations and hence improve theafipability.

The study also found out that one of the factofscéihg strategic planning practices in
the pharmaceutical industry was government reguiathrough the pharmacy and
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poisons board. The study therefore proposes tleagdernment should ensure that the
right regulations must be put in place to ensuat¢ good quality and affordable drugs are

allowed to be sold in the country and that non iqpaloducts do not enter the country.

5.5 Limitations of the study

The researcher encountered quite a number of cdgalée related to the research
particularly during the data collection. During timerview, the researcher pointed out
that the interviewees were only willing to giveaniation to some extend after which

they termed some of the information as companyeseend were not willing to share.

The study also faced time limitation since seveygpointments with the top officials
were let down and had to rebook again. The duradiothe study was limited hence
exhaustive and extremely comprehensive researdd oot be carried out. However the

researcher tried to conduct the study within theetframe that was specified.

5.6 Suggestions for further study

Since the study looked at the strategic planniractpres adopted by Laborex Kenya
limited alone, further study should be carried muthe other small and medium sized
pharmaceutical companies in Kenya to find furthesights of the strategic planning

practices adopted by these companies.

Further comparative research should also be domertgpare the pharmaceutical firms
that have adopted strategic planning practicebeir bperations and those that have not
so as to bring further understanding of the impur¢aof strategic planning practices in

the pharmaceutical industries in Kenya.
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APPENDICES

APPENDIX I: INTRODUCTORY LETTER

UNIVERSITY OF NAIROBI
SCHOOL OF BUSINESS
MBA PROGRAMME

I'elephone: 020-2059162 P.O. Box 30197
Telegrams: “Varsity”, Nairobi Nairobi, Kenya
Telex 22095 Varsity

DATE... A {Q’j‘“;

TO WHOM IT MAY CONCERN

is @ 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.

PATRICK NYABUTO
MBA ADMINISTRATOR
SCHOOL OF BUSINESS




APPENDIX II: INTERVIEW GUIDE
Section A: Human Resource Manager
1. What recruitment criteria do you use?
2. What training or retraining plans do you haveylour employees? e.g.On-job training,
in-house training e.t.c?
3. What criteria do you use to promote your empdsye
4. Do you have supporting staff and services eagyérs, advisers, cleaners, postal
services, catering services e.t.c?
Section B: marketing manager
1. What promotion strategies and sale tactics douge in laborex?
2.What are your strengths, weaknesses, opportsiaitid threats?
3. What factors do you consider when setting yelling) prices?
4. What kind and level of technology does the oizgtion use and how appropriate is it
and how do you plan to cope with the technologiealelopment?
5. What motivational styles do you employ to yearhs?
6. What after sale services and customer carecgsndoes your organization offer and
what is the perception of these services to yaentd?
Section C: Key Accounts Manager
1. Which criteria do you use to determine the ¢redirthiness of your clients?
2. How do you determine discounts and bonuses wiven to the clients?
3. What is the time limit for debtors and how dayeal with defaulters?
Section D:operations manager

1.What are your distribution channels?



2.Are customers products delivered on time an@# what measures are taken to ensure
this?

3.What quality control measures does the orgamizamploy?

Section d:chief executive officer

1. What is the organization’s mission, vision gtaats and objectives?

2. How often does your organization make stratégies

3. Who are involved in making the strategies?

4. How are the formulated strategies communicated?

5. Are all strategies planned implemented and tfwimat are the challenges faced?



