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ABSTRACT

Today the globalized nature of the business wainlel ubiquity of technology use, the increasingetsri

of threats and risks faced by both organizatiomsraation states and global financial issues meainéa

we move further into the 2century the range and types of crisis events fagedrganizations are
likely to grow. Organizations wishing to remain qoetitive and successful must be protected, through
increased resilience, to continue profitably in #nent of any serious business interruption. The
objective of the study was to establish the businesntinuity strategies adopted by downstream
petroleum companies in Kenya. A census cross-setteurvey was adopted in this particular research
so as to include all the oil companies’ views o€lsunnate factors as a firm's business continuity
strategy, with a target population of 71. In ligithis therefore, a survey was deemed as thedessgn

to fulfil the objective of the study. The study neadse of primary data which was collected through a
guestionnaire by the researcher. The data obtafrmd the questionnaire was analysed using
descriptive quantitative analysis. This methodrwdlgsis was adopted because of the quantitativeaat
of the response acquired. This study was guidedabipus theoretical and literature reviews. Thelgtu
had a 69.0% response rate. The study found oupetition, customer demands, market regulators, and
corporate governance as the main factors affethiagusiness continuity approaches at the petroleum
oil companies in Kenya. Staff turnover, loss ofcHpacity and loss of skills brought about challesnge
business continuity driver adoption. In light oétfindings the study recommends that since mosteof
downstream oil companies in Kenya have been suttessthe application of business continuity
approaches so far, there is need to focus on heiwveRkpansion strategy is affecting their perforoen
and how product substitutes are affecting their petitive advantage. This will enable these commanie
to attain the full benefit of the application ofdiuess continuity strategies. Given the dynamianeabf

the energy sector in the country in which the petnm oil companies are operating, the study
recommends strict adherence to sound businessadwtstrategies.
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CHAPTER ONE: INTRODUCTION

1.1Background of the Study

Today the globalized nature of the business wdhd, ubiquity of technology use, the
increasing variety of threats and risks faced bt lmyganizations and nation states and
global financial issues mean that as we move fuiitte the 2% century the range and
types of crisis events faced by organizations iaedyl to grow. Organizations wishing to
remain competitive and successful must be protedtedugh increased resilience, to
continue profitably in the event of any serious ibess interruption. According to
Jackson (2006), current management thinking is Seduon key objectives such as
meeting end-consumer requirements, product avhilgband on-time delivery. To
survive firms must get the right product, at thghtiprice, at the right time, to the
consumer and on a continual basis. In a changintdvesganizations must prepare and
plan to an even greater extent than they tradilipimave for all potential threats. Over
time, business survival and continuity planning beslved by repositioning itself from
its focus on disaster recovery and information nedbgy. The emphasis for business
continuity today is on the organization’s critidalisiness processes that need to be
recovered in the event of a disaster for the saivof the organization. Information

technology is, therefore, only one of the critidapendencies (Doughty, 2002)

Past theories have been investigated in relatiomusiness continuity and survival
strategies; the Strategic fit theory is the dedcewhich an organization is matching its
resources and capabilities with the opportunitiesthe external environment (Grant

2007), the matching takes place through strategyitaa therefore vital that the company



have the actual resources and capabilities to ¢éxeand support the strategy. The
resource-based view theory as a basis for comyirauitl thecompetitive of a firm lied
primarily in the application of a bundle of valualthngible or intangible resources at the
firm's disposal (Mwailu & Mercer 1983). This theanyolved identification of the firm’s
key potential resources, and evaluation on whetieeresources met the accepted criteria
needed. The resource based view has been a commerest for management
researchers and numerous writings could be founddme. A resource-based view of a
firm explains its ability to deliver sustainablengpetitive advantage when resources are
managed such that their outcomes cannot be imitagecompetitors, which ultimately
creates a competitive barrier (Mahoney, Pandiar2)l9Resource Based View theory
explains that a firm’s sustainable competitive adage is reached by virtue of unique
resources being rare, valuable, inimitable, nodebde, and non-substitutable, as well as

firm-specific (Finney et al. 2004)

The downstream petroleum companies in Kenya operader similar markets with both
risk and uncertainty. Risks and uncertainty carm@avoided so the business enterprises
need to take the necessary steps to enhance sotitrolugh implementation of business
continuity strategies that minimize the risk of porate failure. Many categorize risks as
financial but the reality is that risks also emefgen legal, environmental, health and
safety obligations and other sources. The oil ntargecompanies in Kenya are
confronted with many challenges for survival andcgss in turbulent environment. The
industry faces squeezed margins due to fierce cbtigpebetween the oil marketers,
inadequate infrastructure, fluctuating crude oic@s and the proposed price controls

(Musyoka, 2011) among other challenges. In addititre sector is facing many



challenges due to increased competition, incredSedernment regulations, losses
through the pipeline system, and generally the lgst of importing white products.
The industry players have no choice but to enshet they effectively implement
continuity strategies that will make them remaimrmeetitive. Oil Companies in the
Industry are in dire need of continuity strategtest will ensure their survival in today’s
business environment. However, according to repbdm the Ministry of Energy
(2012), the sector has made significant improveméntards contributing revenue in
Kenya. Despite the fight to retain the stabilitytbé sector, global issues such as the
International Oil prices have had a direct bearamgthe performance of the sector.
Following war, and economic challenges in countsiepplying Crude, there has been a
direct bearing on Oil companies in Kenya regarding this has affected the pricing on
Oil products. Client’s attitudes towards pricingpsbducts, and services provided by Oil
Marketing Companies have been highlighted as shioyvthe competitive structure of

truck loadings in various depots in Mombasa.

1.1.1 Business Continuity Strategies

In the wake of threats of terrorism, political ustreclimate change among other
phenomenon, which possess threat to the busindsssisles internal factors like staff
turnover, there is need for businesses to putaoepktrategies for disaster preparedness
and recovery in the face of these threats. Busi@esginuity Management plan is to be
prepared, and have a business continuity plan ensl ta ensure that businesses are able
to quickly recover from disruptions. Over the la6tyears, business continuity planning
has evolved by repositioning itself from its foows disaster recovery and information

technology. The emphasis for business continuithayois on the organization’s critical



business processes that need to be recovered avéme of a disaster for the survival of
the organization (Reeder 2013). Today, businessiemnexist in a highly competitive

world. They are constantly innovating to meet thaisiness objectives of providing
essential and unique services to their customatspeganizations rely more than ever on
technology, because technology advances have endiden to achieve their varied

strategies (Ramesh, 2002).

The Federal Office for Information Security (2008efines Business Continuity
Management (BCM) as a management process whosasgmatetect serious risks that
endanger the survival of an organization early tanidhplement safeguards against these
risks. Business continuity management consistspiianed and organized procedure for
sustainably increasing the availability of real aincritical business systems of an
organization, reacting appropriately to events bgueing high availability to the users,
shareholders and customers. Determining busines#tinady strategies is the
professional practice within the business continaitanagement (BCM) Lifecycle that
determines which BCM strategies will meet the BCMIi¢y and organizational

requirements and selects tactical responses.

Disruptive events can cause extensive handicapssandus threats to the ability of a
business to continue operating effectively. Whemasiagers can do little to influence
the occurrence or lack thereof of 'acts of Godbreor even sabotage, they should make
discrete business continuity plans to assure staftets of spontaneous resumption of
services and business processes if disruptive eweeur. The ability and capacity of an

enterprise to withstand these disruptions and abajps own risk environment is called



enterprise resilience. A Business Continuity PIBER) on the other hand is a roadmap
to the achievement of the desired level of entsepresilience. It is management's plan
for ensuring that the business organization corsrto operate in the face of established

adverse scenarios (Maina et al, 2014)

Determining business continuity strategies, uses itfformation obtained from the

analysis in the Understanding the Organizationestdghe BCM process to identify and
select recovery and continuity options. The comipfeand speed of modern business—
both due almost entirely to technology—have incedathe importance and challenge of
maintaining business operations amid natural or-made disasters. In the past two
decades, but especially since terrorist acts begamy companies have acknowledged
the need for continuity planning. Responsibility émntinuity planning is often assigned
to an organization’s security department.

1.1.2 Business Survival Strategies
Survival strategies are classed under grand stestegnd are used when a company or a

firm is in trouble and facing imminent closure (%a2010). The need to develop survival
strategies has been brought about by rival compamii® possess an array of advantages
e.g. substantial financial resources, advancedntdoby, superior products, powerful
brands, and seasoned marketing and managemeast skill

Often, the very survival of local companies in egneg markets is at stake. (Dawer&
Frost, 1999). According to Dawer and Frost’s stuglyccessful companies have adopted
in their battles with powerful multinational comftets thus adaptation to changes in the
dynamic environment is key for the company to gotea its survival. Crisis events have
forced the organization’s executive managementuestion whether their companies

5



would survive such a disaster. For many organinatib may surprise management to
find that they do not have plans that would ensgheesurvival of the organization. The
emphasis for business continuity today is on tlgamization’s critical business processes
that need to be recovered in the event of a disamtéhe survival of the organization.
Today’s organizational environment is proving torbarkedly different from that of the
past. As pointed out in all studies, global contpmti information technology, the quality
service revolution, and diversity and ethics arecifg management of all types of
organization to totally rethink their approach tottb operation and human resources.
Because of this paradigm shift, new organizatiorsemerging that are more responsive
to both their internal and external environmentstflans, 1995).

Business evolves and adopt into new environmensuiwive the new changes and
challenges in the market. Making some adaptatioightnmot be easy, and there may be
some who want to keep doing things the old way. Kéneto evolution in supermarkets is
the willingness to adapt, survive, and flourish witiee environment changes. And, those
that do survive and embrace these adaptationspasnaanent part of their company’s
framework will be poised to become the dominantcsgs® in the new business
environment.

Survival tactics can also be connected to competisitrategies where Michael Porter
noted that every firm that is competing in an indusnust have a competitive strategy
whether explicit or implicit. A firm's relative p®n within its industry determines
whether a firm's profitability is above or belovetimdustry average, (Porter 1998).

In the downstream petroleum companies in Kenyayiir strategies are of high

importance, the threats faced by companies in ithedustry caused by different events



have forced companies to re-think their strategyesindertaking mergers as in the case
of Total and Chevron where Total merged with Chev@l and thus came to be known
as Total Kenya. The purpose of this merger wasonbt to increase the market share of
the companies, but also to ensure the survivalhef companies in the long run.
KenolKobil undertook some retrenchment of its steffa measure to cut costs, and thus

enhance its survival in the market.

1.1.3 Relation between Business Survival and Contiity Strategies
Business continuity strategies are a subset ofialrgtrategies and the main focus of

business continuity is for companies to put in platrategies in the event of a business
disaster so as to aid in their recovery, in thenewéthese disasters. The two concepts are
interrelated as both are involved with ensuringgbevival and continuity of a company

or business which is in a dynamic and complex emvirent.

Survival strategies give a broader view thoughhef $trategies that is put in place so as
to ensure business continuity. Survival strategas include joint ventures, mergers and
acquisitions, take overs, retrenchments or turruradp receiverships and liquidation

(Yabs 2010)

There has been an emphasis for business contesiidybusiness survival strategy on the
company'’s critical business processes that nebe te@covered in the event of a disaster
for the survival of the organization (Doughty 20@0Business Continuity Plan sets out
clear roles and responsibilities, for example thassigned to manage all liaison with
customers, employees and the emergency servickstsla series of contingencies that

enable key business activities to continue in trestrdifficult circumstances, such as



when a vital computer system or other equipmeninavailable. Importantly, it also
details clear emergency procedures to ensure beatsafety of employees is a top
priority. Survival strategies complement continustyategies byreating a business with
the flexibility to prosper in changing conditionsidastrong enough to survive should a
disaster strike. The ability to withstand disastarsl setbacks and quickly re-open for

‘business as usual’ is critical (Wiltshire Countguicil 2006)

Business continuity planning and Survival strategsge connected and they are an
outcome of a process that started in the earlyl®&somputer disaster recovery
planning and then moved through an era where th#hasms was on business continuity
planning rather than on management (Gallagher,)200Bie 1970s the disaster recovery
activity was driven by the computer manager. Inlizeay that the concentration of

systems and data in itself created new risks, coenmperations management introduced
formal procedures governing issues such as badkaaprecovery, access restrictions,
physical security, resilience measures such asgnatiee power supply, and change

control (Gallagher, 2003).

1.1.4 Downstream Petroleum Companies in Kenya
The Oil industry is divided into three major compats: upstream, midstream and

downstream. Midstream operations are usually iredud the downstream category. The
first part covers the exploration, production arahsportation of crude oil and gas to the
point of transformation into final products (mainbfineries). The downstream activities
deal with the processing of crude oil in refineridse distribution and the marketing

activities of all the oil derived products, Raedakt (2006). As petroleum is a non-



renewable natural resource, the industry is facétl an inevitable depletion of the
world's oil supply.

Kenya has no known oil or gas reserves though @8 discovered in Turkana area in
Kenya. Tullow Oil multinational Oil and ExploratioBompany from Ireland but with
headquarters in London has discovered high qualiitin the Ngamia-2 well in Kenya,
which it has been drilling with its partners on tireject, Africa Oil.

The well encountered up to 39 meters of net oil pag 11 meters of net gas pay and
appear to have identified a new fault block traptmof the main Ngamia accumulation.
The reservoirs were high quality, Tullow Oil saidith more than 200 meters of net
reservoir sands with good permeability inferrednfresampling. The well has been
suspended for testing and the rig will continuedtdl up to four additional appraisal
wells in the Ngamia field area for an extended west program.

The Kenyan government is encouraging foreign isteire oil exploration and there is a
modest upstream oil activity. It is endowed witlhest energy sources including wood
fuel, coal, solar and wind power, much of whichustapped. The oil refinery in
Mombasa, built in1959 and half-owned by the govesntnand major oil marketing
companies, typically operates at around 65% oftatal capacity (averaging 95,000
barrels per day) and is supposed to serve Kenyaah#a, Uganda, the DRC, Rwanda,
Burundi, and offshore islands. Kenya deregulataedoit industry in 1994. Refinery
products include gasoline, jet/turbo fuel, lightskl oil and fuel oil. The refinery's future
is an important domestic issue in Kenya, and mamage is considering upgrading the

facility rather than allowing the refinery to close



Petroleum is Kenya’'s major source of commercialrgneand has, over the years,
accounted for about 80% of the country’s commemergy requirements. The domestic
demand for various petroleum fuels on average stah@.5 million tons per year, all of
it imported from the Gulf region, either as crudeé for processing at the Kenya
Petroleum Refineries Limited or as refined petroigoroducts, Nairobi Business Daily
(2010).Prior to liberalization in October 1994, mn#icant feature of Kenya’s oll
industry was a relatively high level of governmentilirect participation, and a
correspondingly low level of private sector invaivent. Seven oil marketing and
distribution companies were responsible for prowind importing their own oil. The
National Oil Corporation of Kenya was mandated tpmy 30% of the crude oll
requirement into the country. Since liberalizatiomny new oil marketing companies
have been licensed by the government to engagetinlpum trading, especially import
and export, wholesale and retail of petroleum potsluHowever, despite this initiative,
only about ten new entrants are actively tradint \&i market presence of less than 10%
of the market share due to tariff and non-tariffrieas to entry. National Oil Corporation
of Kenya Limited was incorporated in 1981 under @ammpanies Act (Cap 486). The
company's main objective then was to coordinatexloration (upstream) activities. In
1988 the company was mandated on behalf of thergment to supply 30% of the
country's crude oil requirements that would in thensold to oil marketing companies for

refining and onward sale to consumers.

The situation with downstream petroleum compamesanya has been worsened by the
Introduction of stringent tax regimes by the Kerfgavenue Authority (KRA). This
requires that Oil marketers are supposed to payh®rtaxes of the product 5 working
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days after the product completes discharging at K&nd if the product is to discharge at
SOT then the OMC is required to pay for the taxefote the product begins its
discharge. 70% of the fuel sold locally is refinieg the Kenya Petroleum Refineries
Limited (KPRL) while 30% is imported as fully reéd. Currently, KPRL is not
operating, after its shift from the Toll version ttee Merchant version thus all of the
white products being imported i.e. PMS, AGO andctines from the OTS system. The
government introduced the Open Tender System (O#ltigh means that all the crude
oil imported is supplied by one supplier to minimizosts and level the retail prices. Oil
companies are then invited to bid for the delivang the company with the lowest bid
automatically wins the tender to import the crudhe dave it discharged into KPRL
tanks. Kenya Pipeline Company (KPC) has a challemgel storage across the country
because they do not have enough storage capaatdofor the regional towns. KPC is
however putting up mechanisms to deal with the lehge. (TsavoSecurities Ltd,
2007).The main players in the downstream operaiioh®nya as of September 2013 are
Total Kenya, Vivo (formerly Kenya Shell),KenolKobilLibya Oil Kenya, Gapco, Gulf
Energy, Galana Oil, MGS, Hashi Energy, National @filKenya (NOCK) and Oryx
Energy (formerly Addax Kenya)(Petroleum Insight12D

There are a total of 71 registered oil marketerKenya categorized as multinational oil

companies, local oil companies and independertaalers (Petroleum Insight 2014).

1.2Research Problem

The need for business continuity strategies is smmg that almost every organization
has been forced to deal with due to recent evdrts. ability of an organization to
recover from a disaster is directly related to tegree of BCP [Business Continuity

11



Planning] that has taken place before the disalstéustry analysts claim that two out of
five businesses that experience a disaster withoof business within five years of the
event. There is a need for business continuityptarenable critical services or products
to be continually delivered to clients. Insteadf@fusing on resuming a business after
critical operations have ceased, or recovering aftdisaster, a business continuity plan

endeavors to ensure that critical operations coatto be available.

The downstream petroleum industry is one that iseed for these continuity strategies;
the emergence and disappearance of various Oilatiagkcompanies has led to the need
for having these strategies in place. Kenya’s iguis faced is so many challenges;
among these challenges are the high cost of whitelugts importation, increased
Governmental taxations, Stock losses through ipelipe system, increased regulations
from ERC (Energy Regulatory Commission), stiff catitfon between Oil marketers,
and generally foul play among people controllingpacific department i.e. fraud on the
part of managers. Thus there is a need to estalhlesistrategies that the Multinationals
i.e. Total, Shell, Nock, Kobil etc have devisedasoto ensure their continued business
prosperity. There have been companies that have fieesed out during their tenure in
the Oil industry, there are also a need to invagtigvhat these companies did (or were
doing) that led to their demise. Companies liketBiérwhich begun strongly in the early
2000’s eventually collapsed in 2008, and some o@mnpanies like Metro Petroleum
Ltd, also had a strong influence in the early 280nly for them to close shop after a
while. Hass Petroleum Ltd is a company that hadegonder for a while, but later

devised strategies that propelled them to be wterg are today, a multinational with
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retail outlets in various sectors in East Africal draving a strong clientele base. There is

a need to establish what strategies they used woaahieve their aim.

Much has been researched on business continudiegtes, both internationally and
locally, Mwangi (2014) suggested that managers Ishauake discrete business
continuity plans to assure stakeholders of spowiameesumption of services and
business processes if disruptive events occur.abilggy and capacity of an enterprise to
withstand these disruptions and adapt to its owk @nvironment leads to enterprise
resilience. Business continuity planning are re&yi emerging concepts in Kenya.

Locally, business continuity planning is a relatyveemerging concept in Kenya.

Nyambura (2005) carried out a survey of ICT aspedtdisaster recovery among

companies quoted at the NSE as well as Muoki (20d@) carried out a research on
business continuity planning for a global busingserator in less developed economies,

a case study of general motors East Africa.

Sayed (2010) emphasized on business continuity gesment implementation as a means
of ensuring continuity in strategy. He stresseddetermining continuity strategies by
using information obtained from the analysis in thederstanding of the organization
stage of the BCM process to identify and selecbvery and continuity options, thus
enabling the organization’s activities to becomeraponal following an interruption or
disruption, before the organization’s continued/sial is threatened by the loss.

This research therefore seeks to answer the fallgwuestions; What are the business

continuity strategies that are used by downstreatmoleum companies in Kenya?
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1.3Research objectives
This study was guided by the following researcleotiyes;

i. To determine the business survival and contngifrategies used by downstream

petroleum Companies in Kenya.

ii. To determine the challenges faced by Oil Congmm formulating the strategies.

1.4 Value of the study

The research will aim at determining the applicatid business continuity strategies by
companies in the downstream petroleum industry @nya. The study will act as a

reference point to various stakeholders in thewi petroleum sector as they will be able
to identify areas that can be improved and willgo®e specific measures for continual

improvement to enhance business competitivenessustdinable growth.

Policy makers will obtain knowledge on the businessitinuity strategies that are
suitable and sustainable and thus design appreprdicies that will regulate the sector.
The petroleum companies will use the findings ttedmine factors that influence the
implementation of business continuity activitieatthffect their operations. For scholars
the study will provide information and knowledge bnsiness continuity strategies

application and mitigating factors as well as ssjgeeas for further study.

This study will provide an insight to business gtiowand development practitioners with
interest in continuity strategies. It will also prde vital information to business firms
and oil companies specifically on how best busirgesginuity strategies can be adopted

and how to mitigate the expected challenges. Byigai understanding of the most
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important business continuity management factoractpioners will have to organize
them in a way that ensures success and to bettgramg for the dynamic business

environment and thus operate successfully and leet@lsompete in the global market.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction
This chapter looks into past literature pertaintogtheories of Continuity Strategies,

empirical evidence of Continuity strategies, anavharious scholars have written about

the topic being studied.

2.2 Theoretical Foundations of the Study
Business survival and continuity strategies areuabesponding to and recovering from

natural disasters. However, companies can incréase ability to ensure business
continuity with the right business processes argtesys management and automation
software (Shapiro, 2005). Thompson and Stricklar898) defined strategy as the game
plan for positioning an organization in the marketna. The organization looks at the
external environment and formulates strategiesn@ble it ‘fit'. Johnson and Scholes
(2002) defined strategy as a configuration of ayanizations resources and competences
with the aim of achieving stakeholder’s expectatidhere are three theories that are in
relation to continuity strategies in business; strategic fit theory, the resource based

theory and the environmental dependency theory.

2.2.1 Strategic Fit Theory:

Strategic fit expresses the degree to which annizghon is matching its resources and
capabilities with the opportunities in the exteraalironment. The matching takes place
through strategy and it is therefore vital that toenpany have the actual resources and
capabilities to execute and support the strategratesjic fit can be used actively to

evaluate the current strategic situation of a camipas well as opportunities such as
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divestitures of organizational divisions. Stratefffiés related to the Resource-based view
of the firm which suggests that the key to profiliaghis not only through positioning and
industry selection but rather through an intermaius which seeks to utilize the unique
characteristics of the company’'s portfolio of remms and capabilities. A unique
combination of resources and capabilities can exdliytbe developed into a competitive

advantage which the company can profit from.

This theory is also referred to as the alignmeabiti posts that the organization and its
competitive situation should be viewed not as sspainterdependent entities but as just

different influences in the same global environm&aiston Consulting Group (1968).

Strategic fit means that both the competitive arghoizational strategies have aligned
goals. According to Child (1972), it refers to s@tency between the customer priorities
that the competitive strategy hopes to satisfy wedorganizational capabilities that the
business firm strategy aims to build. All processasl functions that are part of a
company'’s value chain contribute to its succedsiture. These processes and functions
do not operate in isolation; no one process ortfanchowever, may lead to failure of

the overall chain

2.2.2 Resource Based Theory:

The resource-based view (RBV) as a basis for tmepetitive advantage of a firm lies
primarily in the application of a bundle of valualthngible or intangible resources at the
firm's disposal (Mwailuet al 1984) To transformbog-run competitive advantage into a
sustained competitive advantage requires that tleseeirces are heterogeneous in nature

and not perfectly mobile (Peteraf, 1993,). Effeelyy this translates into valuable
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resources that are neither perfectly imitable mfastitutable without great effort (Barney,
1991). If these conditions hold, the bundle of tgses can sustain the firm's above
average returns. There is strong evidence thatostgpthe RBV (Crook et al., 2008).
Some aspects of theories are thought of long betfloeg are formally adopted and
brought together into the strict framework of aademic theory. The same could be said

with regard to the resource-based view.

While this influential body of research within tfield of Strategic Management was
named by BirgerWernerfelt in his article A ResouBased View of the Firm (1984), the
origins of the resource-based view can be traceH tmaearlier research. Retrospectively,
elements can be found in works by Coase (1937gn&# (1957), Penrose (1959),
Stigler (1961), Chandler (1962, 1977), and William¢1975), where emphasis is put on
the importance of resources and its implicationsfilon performance (Conner, 1991)
This paradigm shift from the narrow neoclassicalubto a broader rationale, and the
coming closer of different academic fields (indigtrorganization economics and
organizational economics being most prominent) avggrticular important contribution

(Conner, 1991) and (Mahoney and Pandian, 1992).

The resource based view has been a common inferestanagement researchers and
numerous writings could be found for same. A resedrased view of a firm explains its
ability to deliver sustainable competitive advametaghen resources are managed such
that their outcomes cannot be imitated by compstitevhich ultimately creates a
competitive barrier (Mahoney and Pandian 1992) RBylains that a firm’s sustainable
competitive advantage is reached by virtue of umigesources being rare, valuable,

inimitable, non-tradable, and non-substitutablewad as firm-specific (Barney 1999)
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cited by (Finney et al. 2004) These authors writeua the fact that a firm may reach a
sustainable competitive advantage through uniqgeurees which it holds, and these
resources cannot be easily bought, transferredppied, and simultaneously, they add
value to a firm while being rare. It also highligtihe fact that not all resources of a firm
may contribute to a firm’'s sustainable competit@dvantage. Varying performance
between firms is a result of heterogeneity of asfledtpez 2005) RBV is focused on the

factors that cause these differences to prevadriGt991, Mahoney and Pandian 1992)

2.2.3 Environmental Dependency theory:

The environmental dependency theory which is dyedinked to the Resource
Dependence Theory has its origins in open systezaryhas such organizations have
varying degrees of dependence on the externalanmint, particularly for the resources
they require to operate. This therefore poses blg@moof organization facing uncertainty
in resource acquisition (Aldrich, 1999) and raiies issue of firm’s dependency on the
environment for critical resources (Dwyer et aB81; Grewal and Dharwadkar, 2002).
Often, the external control of these resources radyce managerial discretion, interfere
with the achievement of organizational goals, altidhately threaten the existence of the
focal organization (Scott, 1998).

Confronted with the costly situation of this natureanagement actively directs the
organization to manage the external dependende tmlvantage. Organization success is
defined as organizations maximizing their powerrighl and Barney, 1984). Managers in
business organizations have resorted to develdpisgess continuity strategies as a key

move in gaining from the environment.
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Within this perspective, an organization can manageeasing dependency by adapting
to or avoiding external demands, by executing thkéowing Resource Dependence
Theory strategies; firstly “altering organizationaterdependence” through integration,
merger and diversification, secondly establishingllective structures to form a
“negotiated environment”; and thirdly using legpglitical or social action to form a
“created environment” (Pfeffer and Salancik, 197Bjuch of RDT is fixed upon
Emerson (1962)’s insight that power and dependaneyntimately related as such, they
suggested and argued for specific sets of strat@gienanage the external environment

and discuss the conditions under which they arecgpiate.

2.3 Business Survival Strategies:

Over the last 10 years, business survival planhiag evolved by repositioning itself
from its focus on disaster recovery and informatieshnology. The emphasis for
business survival today is on the organizationitscal business processes that need to be

recovered in the event of a disaster for the saho¥ the organization (Doughty, 2002)

As protectionist barriers crumble in emerging méskaround the world, Oil companies
are expanding in numbers and are rushing to find opportunities for growth. Their

arrival is a boon to local consumers, who beneditf the wider choices of suppliers to
choose from. For small companies, however, thannfbften appears to be a death
sentence. Accustomed to making small margins amdiving from hand to mouth

positions, they suddenly face increased threats fother rivals wielding a daunting
array of advantages: substantial financial res@yr@vanced technology, superior

products, powerful brands, and seasoned marketidgrenagement skills (Frost 1999)

20



Strategists at multinational corporations can doama rich body of work to advise them
on how to enter emerging markets, but managersaa# Icompanies in these markets
have had little guidance. Many of these managessnas they can respond in one of only
three ways: by calling on the government to reibestieade barriers or provide some other
form of support, by becoming a subordinate partoea multinational, or by simply
selling out and leaving the industry. The need ipla@e other options for the

downstream oil companies is highly essential.

Downstream companies have also used strategiesasicdgngaging in a joint ventures
where Oil marketing companies join hands with ott@mpanies for specific purposes in
an attempt to act as a survival strategy, therevaneus kinds of joint ventures, among
them are partnerships, acquisitions, mergers dredgers. Retrenchment strategies are
used to cut down costs when a firm is facing treuBRetrenchment in Kenya has been
equated with declaring people redundant and thel wes acquired a negative meaning
of sacking people. In fact the word retrenchmentamsereduction in costs in a
corporation. The aim of retrenchment is to tryumtaround the company to profitability.
This survival strategy has become very popular any& where restructuring of the

economy is undertaken and where privatization isgearried on (Yabs 2010)

Liquidation is another survival strategy of sellitingg company that is no longer viable to
continue operating. It refers to selling of therfis assets and all its belongings in order
to minimize continued losses. This is usually thst Istrategy to be used and is not

popular (Yabs 2010)
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Today, business entities exist in a highly competitworld. They are constantly
innovating to meet their business objectives oWliag essential and unique services to
their customers, and organizations rely more thaer eon technology, because
technology advances have enabled them to achiesie Yaried strategies (Ramesh,

2002).

Organizations develop a strategic risk managemédah po assist in identifying,
guantifying and managing their risk (Gartner, 19B@¥iness continuity plays an integral
role in such plans and is one of the strategiesothanization employs to mitigate its
risks. Successful implementation of the strategg& management plan (and business
continuity) requires executive management suppo®his support comes from the
development of an organizational culture for manggisk through the implementation
of policies and continuous commitment from manag#mae.e., resourcing and

investment in business continuity (Doughty, 2000)

2.3.1 Continuity Strategies in Business:

Continuity strategies in business enable an orgéiniz’'s activities to become operational
following a disruption and can consist of threegem the first stage involves the
identification and selection of the strategies.this stage, the organization selects the
Business Continuity Management strategies that evilible it to protect the continued
delivery of its products and services. This taskets the identification and selection of
these strategies. But we have to keep it in miradl &i organizations do not require the
same baseline for work with business resilience emtinuity. The second stage is

identifying and the selection of tactical responfsem available options, the purpose of
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this step is to select appropriate tactical coritynoptions for each activity that supports
the delivery of the organization’s products and/isess, and to identify what needs to be
done to implement the selected options. Thesectadtiill be based on the BCM

strategies selected for each product or servickusiness area Appropriate tactics for
each activity will need to be selected to cover rdguirements in the relevant areas of
people’s skills and knowledge, premises, resoueres suppliers, lastly, consolidating

resource levels is the final stage which ensuré tia selected tactics are consistent
across the organization ,ensure that the seleatgtd do not conflict with one another

(e.g. that different activities are not planning use the same internal resource for
recovery) ,determine how best to source exterrgalirements (e.g. third party recovery
sites) and assist in determining the number anttsire of the Business Continuity Plans

(Sayed, 2002)

Herbane (2010) states that, BCM has become edtablias a formalized structure and
expression of an organization’s crisis managemahieg and practices with standards
developed in the early 2000s. BCM focuses on asgwontinuous business processes
and plays a prominent part in the organizationBtglid recover after disruption. BCM is
also an on-going process and planning for it inetuceviewing DR, business recovery,
business resumption and contingency planning. Dinegpcehensive and on-going nature
of BCM should therefore be included as part of B@M definition.

Following brief preliminary search through sometioé literature connected to Disaster
Recovery (DR) and preparedness for recovery usingingss Continuity Planning

(BCP), it has been found that the number of pioaetcles is not commensurate with the
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importance of the subject and the size of the mmbthat need to be solved (Botha and
Gaadingwe, 2006).The reviewed literature introduddéterent definitions of disaster
recovery. The title is frequently utilized in thigrsficance of—bringing the post disaster
situation to some level of acceptability which n@ymay not be the same as the pre-
impact level (Quarantelli, 1999, p. 2). The Fedé&alergency Management Agency of
the United States (FEMA, 2000) introduce a defomitof recovery as-referring to those
non-emergency measures following disaster whospogeris to return all systems, both
formal and informal, to as normal a state as péssiBajgoric (2006) defines the
Business Continuity Planning in terms of its rafate an Information Technology as
—the ability of a business to continue with its @tems even if some sort of failure or
disaster occurs. The majority of business profesdso suggest undertaking business
continuity planning initially; subsequently disastecovery will carry the most critical
elements of the business. Although a BCP conceémgran bring back the organization’s
power to do business, despite of the type of teaster, various kinds of distraction may
need a different kind of reaction for recommendmuginess. Different kinds of disasters
may even affect the community environment surroagdhe organizations; thus, human
element (e.g. employees) may deeply influenced bisaster events. It is indispensable
to organize businesses to be able to react andiragrom any types of disaster that may
cause deficit in business operations and may inhibisiness continuation. It is
insufficient to believe that business is just tgbiday-to-day operations arguing that there
are no threats that might stop our business taraombor we are sharp enough to a level

that we will not be influenced same as others. Heurhore, with the ideas of
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globalization, business managers turn out to beemesponsible for deficiency if they

did not adopt right actions on right time to avth type of losses.

Today’s organizational environment is proving torbarkedly different from that of the
past. As pointed out in all studies, global contpmtj information technology, the quality
service revolution, and diversity and ethics arecifg management of all types of
organization to totally rethink their approach totlb operation and human resources.
Because of this paradigm shift, new organizatiaesemerging that are more responsive
to both their internal and external environmentstiilans, 1995).Milles and Snow (1978)
introduced the Defender, the Analyser, Reactorthad®rospector among other strategies
used by firms to achieve competitive advantage. Oubeir narrow market focus, firms
pursuing a focus strategy have lower volumes amcetbre less bargaining power with
their suppliers (Pearce and Robinson, 2007). Miled Snow (1978) link success in
performance of organization to types of adaptivatsgies that management chooses to
engage, since each has its own competitive stréetagyesponding to the environment,
and each has a particular configuration of techoyglstructure and processes that is

consistent with its strategy.

2.4 Challenges in implementing Survival and Continily Strategies:

Strategy implementation is defined as the actionsrganization takes today to deliver
the strategy, tomorrow. Strategy implementatiothescollective individual actions taken

always by all the stakeholders and if there areemough of the right actions being taken
then the strategy will fail. While there are mangls and techniques for crafting strategy

there are very few for implementing it, thereforemn an organization successfully
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implements its strategy it gains competitive difgiiation. Daft (2000) noted that the
major challenge of strategy implementation in orgation is a failure to translate
statements of strategic purpose into an identiboadf those factors critical to achieving
the objective and the resources and competenceshwhill ensure success. For a
successful strategy implementation the organizatioould be able to allocate resources
and control in line with the chosen strategy.

Leader’s therefore have a fundamental responsiliditcreate the right conditions in the
organizations through, encouraging the right peoglarly communicating the strategy
objectives, creating the Key Performance Indica{&®l); aligning the culture to the
implementation; redesigning processes, changingvthestaff members are reinforced to
encourage the right behaviors and actions for the strategy to be implemented and
then review the strategy implementation very oft€éherefore, leaders must clearly
identify what needs to be done and where to pubtganization's focus.

All too often, companies dedicate substantial maeand external resources to a strategy
process, but ultimately, fail to move the firm imetdirection identified or realise the
benefits of their investment. The reasons for rtHailure are firstly Insufficient
partnerbuy-in In conducting strategic planning, firm leaders ananagers involved in
the process develop a strong understanding of uemdéss imperative behind the chosen
strategy and the need for change in order to aehpewtner goals. However, managers
removed from the process may struggle to identity whe goals and strategies outlined
by firm leaders. These managers may not see a f@edhange, and without
understanding the background and rationale fochusen strategy, these managers may

never buy-in to strategic plan and, as a result,passively or actively interfere with the
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implementation process.Insufficient leadershiprdite has led to many leaders view the
strategy development process as a linear or finittive. After undergoing a resource
intensive strategic planning process, the firm'snMang Partner and Executive
Committee members may find themselves jumping Iatckbillable work or immersing

themselves in other firm matters, mistakenly batigvthat writing the plan was the

majority of the work involved. Within weeks of &fizing the plan, strategies start to
collect dust, partners lose interest, and eventualbnths pass with Little or no reference
to the plan or real action from firm leaders to mdwrward with implementation.

Ineffective leadership has led to strategy impletaigon requiring a balancing act — the
ability to work closely with partners in order taildl cohesion and support for the firm's

strategy, while maintaining the objectivity requir@ order to make difficult decisions.

2.5 Empirical Studies on Survival and Continuity Stategies:

Understanding how businesses use Survival andreotytistrategies to succeed has been
at the core of strategic management research fradds (Hittet al. 2004). In the 1960s,
1970s and 1980s, Chandler (1962), Hofer and Schefi®@8) and Galbraith and
Schendel (1983) stressed that competitive strateggy/ not a static phenomenon, but a
sequence of interconnected actions and reactiofsldurg over time. Aspects of
dynamic competitive strategy have implications ffesearchers in the field. First, they
must study how firms behave over time to gain insigto the causes and consequences
of competitive strategy (Bergh 1993; Menard 19®8gcond, they need to observe the
timing and duration of strategic activities. Thitley need to account for the long-term
path characteristics of strategic change as welhagath dependencies that result from

strategic choices.
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Business Continuity Planning was a notion that wesied out by IT departments and
was restricted to backing up, protecting, and mhog redundancy of data (Gill, 2006),
however, currently, risk management is a comprahensf human and technical
involves and have an effect on all sides of a lmssin Thus, business professionals
believe that there is a need for more collaboratmoreate the most effect on Business
Continuity Planning (Edmonson, 2006; MCC, 2005).

(Sayed 2010) suggested that flexibility and innmratire the keys to survival in business
and these also apply to the business continuititegly. Developing a strategy which is
resilient to change and flexible enough to movehviitisiness strategy will ensure that
you're never far from what is important in the nmsnaf the shareholders.

Lawrence and Lorsch (1967) noted that effectivatsgic management should be
characterized by a continued business strategyaamgion for the future, a strategic
direction endorsed by senior managers taking intgoant partners and other
stakeholders, a system of governance and severalsl¢hat ensure you coordinate
everything even when there are competing goals @amokities in the enterprise.
According to Pearce and Robinson (2007) adoption aofcontinuous strategic
management in organization enhances firm’s aliditprevent implementation failure as
group-based strategic decisions are likely to laevdrfrom the best available alternative.
According to Johnson and Scholes (2002), stratsgthé direction and scope of an
organization over the long-term, which achievesaadixge for the organization through
its configuration of resources within a challengeryironment to meet the needs of the

markets and to fulfil stakeholder’s expectations.
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Musyoka (2011), deduces that continuous strategipasit where the business is trying to
get to in long-term; the markets it should investind the kind of activities involved in

such markets; how the business can perform bédttar the competitors in the those
markets; the resources (skills, assets, finanadationships, technical competences,
facilities) required to enable it to compete; emtgrenvironmental factors that affect the
business ability to compete, and the values anéaapons of those who have power in

and around the business.

2.6 Summary on Literature Review:

Business Survival and Continuity Strategies, by tewer title it is assigned (Business
Continuity, Crisis Management, Disaster Planninig,.)gis a strategic program with
supporting functions that must be integrated fog #ake of overall efficiency and
effectiveness. A functional framework and functaefinitions are presented to visualize
the structure and inter dependencies of the compeng a comprehensive Business
Strategic program. Williamson, (2002) suggests thaating and maintaining a workable
business continuity strategy is an essential fadborensuring your organization's
continued survival and prosperity. Although plarmnimethodologies may vary among
companies, there are standards common to all. lieim Kenya, petroleum companies
need to critically plan as a mitigation strategyvaods minimizing downtimes when
disasters occur. This they cannot do in isolatien standards have already been
established on how to best implement Businesseglyaplans some of which can be

customized for the Oil industry.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter describes the procedure that waswelioin conducting the research. It
elaborates the whole research process which ingltesearch design, population of the
study, data collection as well as the instrumehét were used for data collection and
analysis.

3.2 Research Design

The study adopted a census survey that is des@iptinature. This was used to elicit the
required information pertaining to the adoption @jintinuity strategies among oll
companies in Kenya. A research design constitthescbllection, measurement and
analysis of data (Yin, 2003). The descriptive resealesign was selected because the
topical issue under study covers a wide geographiea and gives the researcher the
opportunity to investigate the situation holistigahnd generate either qualitative or
guantitative data. Basically, a cross-sectionateyigave further an in-depth study of the
particular situation and was used to narrow dowan litbad aspects of the topic under
study.

3.3 Population

The study used the whole population under condideraAccording to the Energy
Regulatory Commission (ERC, 2014) there were 7isteiggd downstream oil companies
in Kenya. This comprised the target populationhef $study. The respondents were drawn

from each of the registered oil companies wheré eampany had one respondent.
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3.4 Data Collection

Primary data was used for this study because oh#étere of responses required by the
topic under study. Data was collected using a setnitctured questionnaire drafted in
line with the research objectives which was divid®d three sections. The first section
comprised the basic organizational background métion; the second part consisted of
guestions assessing the application of businessnaity strategies while the third part
consisted of questions relating to the challengesd by oil companies in application of
business continuity strategies. The questionnaimd both open-ended and closed
guestions in which the respondents gave theirgatom a 5-point Likert Scale.

E-mail solutions and drop-pick later method werepkyed in administering the
guestionnaires to the business development managéne respective oil companies as
they were considered key in continuity strategyliappon decisions. This was because
of their level of involvement in the business cooity strategies and the business
development process and therefore they were addguatormed on the topic under
study.

3.5 Data Analysis

The data collected was edited for completenesgpmmity, accuracy, redundancy and
consistency. It was further coded to classify resps into meaningful categories to
enable data to be analyzed. Descriptive statigBasg Microsoft Excel was used in order
to examine the pattern of responses to each of virgables under description.
Percentages, frequencies and arithmetic mean weezl un order to facilitate

comparisons. Tables were used in presentationtaffoaings.
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CHAPTER FOUR: DATA ANALYSIS, RESULTS AND DISCUSSION

4.1 Introduction

This chapter presents the research findings. tdudses the downstream oil companies’
profiles, the business continuity strategies andllehges faced by the downstream
petroleum in the application of business continwgtsategies. The data obtained was

analysed using descriptive statistics and the tepuésented in tables.

4.2 Downstream Petroleum Companies Profile
The study sought some background information reél&tethe topic under investigation
on the downstream petroleum companies in Kenya.ldigth of service, the duration of

company operation and the participants of stratglgicning was relevant to the study.

4.2.1 Duration of Business Operation

The respondents were asked to indicate the lerigtme their respective oil companies
have been in operation. They were asked to ticktieek boxes of less than one year, 1
to 5 years, 6 to 10 years, and more than 10 years.

The study sought to find out the length of time tllecompanies have been in business
operation. From the findings in Table 4.2.1, 77.6%4he surveyed oil companies have

been in operation for over five years.
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Table 4.1.1 Duration of business operation

Number of Years | Frequency Percent Cumulative
of Business Percent
Operation

Less than 1 year 0 0.0 0.0

1-5 Years 11 22.4 22.4

6-10 Years 14 28.6 51.0
Above 10 Years 24 49.0 100

Total 49 100

Source: Research Data (2014)

The findings as displayed in Table 4.1.1 show thar 77.6% of the oil companies had
been in operation for over 5 years. This indicatest the targeted population was

resourceful in the topic under study as it has enta&red business continuity strategies.

4.3 Factors that influenced Business Continuity Appaches

The respondents were asked to rate their respamsasscale of 1 to 5 on how they

agree with the choice of business continuity dewehere 1 represents least important,
2 for less important, 3 for neutral, 4 for impottaand 5 for most important. Seven

business continuity drivers were subjected to aislysing descriptive analysis.

4.3.1 Competition

The study sought to find out whether competitioraibusiness continuity driver. The
strongest point had a score of five while the wetk®int scored 1 point. The findings

are displayed in Table 4.3.1
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Table 4.3.1 Competition

Competition Frequency Percent Cumulative
Percent
Most Important 22 44.9 44.9
Important 18 36.7 81.6
Neutral 9 184 100.0
Less Important 0 0.0 100.0
Least Important 0 0.0 100.0
Total 49 100

Source: Research Data (2014)

From the findings in Table 4.3.1, 22 of the resporid felt that competition is the most

important business continuity driver while 18 oé ttespondents felt that competition is

an important business driver.

This shows that competition strongly influenceshihginess continuity drivers.

4.3.2 Customers Demands

The study sought to find out whether customerscatige choice of business continuity

drivers. The strongest point had a score of fivélevthe weakest point scored 1 point.

The findings are displayed in Table 4.3.2
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Table 4.3.2 Customers

Customers Frequency Percent Cumulative
Percent
Most Important 25 51.0 51.0
Important 12 24.5 75.5
Neutral 8 16.3 91.8
Less Important 4 8.2 100.0
Least Important 0 0.0 100.0
Total 49 100

Source: Research Data (2014)

From the findings in table 4.3.2, 25 of the resporid felt it is most that customer

demands affect business continuity drivers while di2the respondents felt it was

important.

This shows that customers highly influence busimessinuity drivers in the downstream

petroleum companies in Kenya.

4.3.3 Regulators
The study sought to find out whether oil industgulators affect the business continuity
drivers in the downstream petroleum companies inyide The strongest point had a

score of five while the weakest point scored 1 padiihe findings are displayed in Table

4.3.3
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Table 4.3.3 Regulators

Regulators Frequency Percent Cumulative
Percent

Most Important 17 34.7 34.7

Important 17 34.7 69.4

Neutral 13 26.5 95.9

Less Important 2 4.1 100.0

Least Important 0 0.0 100

Total 49 100

Source: Research Data (2014)

From the findings in Table 4.3.3, 13 respondentsewesutral, 17 agreed that this was

important and 17 agreed that this was most impbrtaéhis shows that oil industry

regulators also influence the business continoity great extent.

4.3.4 Corporate Governance

The study sought to find out whether corporate guosece affects business continuity
drivers in the downstream petroleum companies inyide The strongest point had a

score of five while the weakest point scored 1 poiihe findings are displayed in Table

4.3.4
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Table 4.3.4 Corporate Governance

Corporate Frequency Percent Cumulative
Governance Percent
Most Important 11 59.2 59.2
Important 29 224 81.6
Neutral 6 12.2 93.9

Less Important 0 0.0 93.9
Least Important 3 6.1 100.0
Total 49 100

Source: Research Data (2014)

From the findings in Table 4.3.4, 6 respondentsewsgutral, 29 agreed that this was
important and 11 agreed that this was most impbrtahis shows that corporate

governance also influence the business continaitydgreat extent.

4.3.5 National Government

The study sought to find out whether the natiomalegnment affects business continuity
drivers in the downstream petroleum companies inyide The strongest point had a
score of five while the weakest point scored 1 poiihe findings are displayed in Table

4.3.5
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Table 4.3.5 National Government

National Frequency Percent Cumulative
Government Percent
Most Important 10 204 204
Important 25 51.0 71.4
Neutral 13 26.5 97.9

Less Important 0 0.0 97.9
Least Important 1 2.1 100.0
Total 49 100

Source: Research Data (2014)

From the findings in Table 4.3.5, 13 respondentsewrsutral, 25 agreed that this was
important and 10 agreed that this was most impbrfahis shows that the national

government also influences the business contitaigome extent.
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4.3.6 Summary of Business Continuity Drivers

Table 4.3.6 Business Continuity Drivers

Business Continuity| Mean Std. Deviation Variance
Drivers

Competition 4.27 0.758 0.574
Customers 4.18 0.993 0.986
Regulators 4.00 0.890 0.792
Corporate governance 3.92 0.954 0.910
National government 3.88 0.807 0.651
Need to match 1.568
international standards 268 1252

Globalization 2.84 0.874 0.764

Source: Research data (2014)

Among the factors which influenced the choice ofsibass continuity drivers,
competition, customer demands was found to havehigfigest mean score of 4.27 and
4.18 respectively. The regulators followed with @am score of 4.00.

The next ranked component was the regulators waitdct the direction of business
continuity drivers with a mean of 3.92. The otheese the national government; need to
match international standards and globalizatiom wwiean scores of 3.88, 2.88, and 2.84
respectively.

4.4. Summary of the Challenges of Business ContirtyiDrivers

A descriptive analysis of the nine challenges ofihess continuity drivers at the oil
companies in Kenya was done where the mean andasthwleviation was calculated.
This was to show on average how these factors hathpebusiness continuity drivers.

The mean and standard deviation scores were apldyksl as shown in Table 4.3.
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4.4 Factors Challenging Business Continuity Strategs in Organizations

Challenges of Business Continuity Mean Std. Deviation
Drivers
Excessive perceived economic risks 4.10 0.895
Lack of adequate sources of finance 4.08 0.862
Lack of customer responsiveness to
3.00 1.118

new products
Lack of information on technology 2.98 1.070
Business continuity strategy costs tog

) 2.96 0.912
high
Lack of qualified personnel 2.88 1.111
Organizational rigidities 2.73 0.953
Fulfilling regulations, standards 2.71 1.155
Lack of information on markets 2.49 1.356

Source: Research data (2014)

Among the challenges of business continuity, exeegserceived economic risks were
found to have the highest mean score of 4.10. &bk 6f adequate sources of finance
follows with a mean score of 4. 08.

The next ranked component was the lack of custaesronsiveness to new products
with a mean of 3.00. The others were the lack @rmation on technology, business
continuity strategy costs too high, lack of qualifipersonnel, organizational rigidities,
fulfilment of regulations/standards and the lackidbrmation on markets with mean

scores 0fof2.98, 2.96, 2.88, 2.73, 2,71 and 2.4Padtively.
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4.5 Business Continuity Risks

The respondents were asked to rate their respamsasscale of 1 to 5 on how they
agree on the business continuity risks, where tesgmts least important, 2 for less
important, 3 for neutral, 4 for important and 5 foost important. Nine risk factors that

affect business continuity were subjected to amalysing descriptive analysis.

4.5.1 Staff Turnover

The study sought to find out whether staff turnca®m business continuity risk affect the

oil companies. The strongest point had a scorévef\hile the weakest point scored 1

point. The findings are displayed in Table 4.4.1

Table 4.5.1 Staff turnover

Staff turnover Frequency Percent Cumulative
Percent

Least Important 0 0.0 0.0

Less Important 0 0.0 0.0
Neutral 8 16.3 16.3
Important 25 51.0 67.3

Most Important 16 32.7 100

Total 49 100

Source: Research data (2014)

From the findings in Table 4.4.1, 8 respondentewmutral, 25 felt it's important and 16
strongly agreed. This shows that staff turnoverepos business continuity risk in the

downstream oil companies in Kenya.
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4.5.2 Employee Health and Safety

The study sought to find out whether employee heahd safety measures pose a
business continuity risk. The strongest point hatae of five while the weakest point

scored 1 point. The findings are displayed in Tax{e2

Table 4.5.2 Employee Health and Safety

Employee Health | Frequency Percent Cumulative
and Safety Percent
Least Important 0 0 0

Less Important 3 6.1 6.1
Neutral 14 28.6 34.7
Important 15 30.6 65.3

Most Important 17 34.7 100

Total 49 100

Source: Research data (2014)
From the findings in Table 4.4.2, 14 respondenteevmeutral, 15 agreed and 17 strongly
agreed. This shows that employee health and spéstys a business continuity risk in the

downstream oil companies in Kenya.

4.5.3 Loss of Information Technology Capacity
It was also important for the study to find out wier loss of IT capacity was a business
continuity risk in the oil companies in Kenya. T&gongest point had a score of five

while the weakest point scored 1 point. The findiage displayed in Table 4.4.3
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Table 4.5.3 Loss of Information Technology Capacity

Loss of Frequency Percent Cumulative
Information Percent
Technology

Capacity

Least Important 0 0 0

Less Important 6 12.2 12.2
Neutral 10 204 32.7
Important 18 36.7 69.4

Most Important 15 30.6 100

Total 36 100

Source: Research data (2014)
From the findings in Table 4.4.3, 10 respondenteevmeutral, 18 agreed and 15 strongly
agreed. This shows that loss of IT Capacity indbenstream oil petroleum companies

pose as business risk.

4.5.5 Summary of Business Continuity Risks

Nine business continuity risks with major impactbusiness continuity strategy adoption
were subjected to analysis using descriptive arsalyBhe respondents ranking was
analyzed by computing mean scores and standardtotevi From the findings in Table
4.5.5, the respondents felt that staff turnoverdoted most a mean score of 4.16, the
aspect of employee health and safety was secoridavinean of 3.94, the loss of IT
capacity, loss of skills and supply chain disruptivere ranked third ,fourth and fifth

with mean scores of 3.86, 3.53 and 2.82 respeytivel
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Table 4.5.5 Business Continuity Risks

Business Continuity

Risks Mean Std. Deviation
Staff turnover 4.16 0.688
Employee Health and

safely 3.94 0.944
Loss of IT Capacity 3.86 1.000
Loss of Skills 3.53 1.002
Supply chain disruption 2.82 1.202
Terrorism 2.71 1.061
Negative Publicity/Image 2.47 1.082
Fire 2.39 1.133
Environmental Challenges 2.39 0.975

Source: Research Data

However respondents’ least identified themselvdh ¥arrorism, negative publicity, fire
and environmental challenges with mean scores7df, 2.47, 2.39 and 2.39 respectively.

From the findings, these are the business conyintusks that least impact on the

downstream oil companies in Kenya.

4.6 Discussion of Findings

Out of a target population of 71 respondent fird®& usable questionnaires were received
and analyzed, indicating a response rate of 69.0%%s study analyzed7 factors
pertaining to the business continuity drivers, &des for business continuity risks 8 for

business survival strategies and 9 challenges disinbss continuity strategies in the

downstream oil companies in Kenya.
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The findings show that the application of businesstinuity strategies in downstream oil
companies in Kenya is influenced by stiff competiti customer demands, industry
regulators and corporate governance. These findirggsupported by studies on business

continuity strategy approaches (D’Amko 2007; Limdkt2007).

The business continuity risks affecting the dowaestn oil companies in Kenya are the
staff turnover (Williamson, 2005), employee healtid safety, loss of IT capacity and

loss of skills (Edmonson, 2006).

The findings further show that excessive perceigednomic risks, lack of adequate
sources of finance, lack of customer responsiveeto products as the main challenges
affecting business continuity strategies. Thesdifigs are supported by an empirical

study done by Ramsay and Kelly (2009).
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CHAPTER FIVE: SUMMARY, CONCLUSION AND
RECOMMENDATIONS

5.1 Introduction

A survey research was conducted to establish tsen&ss continuity strategies applied
by companies in the downstream petroleum industiganya, specifically to find out the
business continuity drivers and the challenge<ctffg the business continuity strategies.
Data was collected using questionnaire; Appendix I

This study had a response rate of 69.0% and thésomasidered sufficient for analysis.
From the findings, 77.6% of the oil companies syeeehad been in operation for over 5
years. This shows that the data obtained from éspandents was rich in content and

reliable for analysis.

From the analysis of a total of 25 factors tha¢etfthe application of business continuity
drivers in the oil companies, the choice of corityhdrivers is strongly influenced by

competition, customer demands, industry regulatarsgj the corporate governance.
Globalization seems not to influence the choicebo$iness continuity drivers in the

downstream oil companies in Kenya.

Respondents identified themselves with excessiveeped economic risks, lack of

adequate sources of finance, unresponsive cliemésde not embrace new products, lack
of information on technology as key challengesdifg their companies. However the
lack of information on markets and the need talfudigulations/standards least challenge

the companies in the application of business caitjirstrategies.
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From the findings, it was further established tihat staff turnover, employee health and
safety, loss of IT capacity, and loss of skills édav great impact on the oil company’s
risks. The environmental challenges and terrorismndt impact greatly as business

continuity strategies in the oil companies in Kenya

5.2 Conclusion

The downstream oil companies being key playerbengrowth of the country’s economy
need to adapt to environmental dynamism by modijfyhmeir underlying resources and
capabilities. These oil companies have embracedinggs continuity strategies
approaches so as to attain sustainable competdisgantage and improve on
performance. These business continuity strategied companies are mainly influenced
by competition, customer demands and oil regulafbings can generally be attributed to

the increasingly knowledgeable customer and thawmyn business environment.

Staff turnover, loss of IT capacity and continudass of skills are great potential risks
affecting the business continuity strategies in dhileindustries in Kenya. Excessive
perceived economic risks, lack of adequate soudfesinance, lack of customer

responsiveness to new products pose a great cpalterthese firms.

5.3 Recommendations

Though some oil companies have successful adopigiddss continuity strategies, there
is need to focus on how their expansion strategyffecting their performance, and how
substitute petroleum products are affecting thempgetitive advantage. This will enable

these companies to attain the full benefit of tippligation of business continuity
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strategies. These oil companies are in the keyggnsector of the country therefore

sound strategies should be taken and adhered to.

The adoption of business continuity strategiesstep by step process; therefore these oil
companies should ensure that all parties affectedhis process are well informed

especially on how the business processes will teetaf.

5.4 Limitations of the Study

The findings of this study should be viewed in tiglf a few limitations. The use of
guestionnaires to gather relevant information oa #pplicability business continuity
drivers in the downstream oil companies in Kenyausth be noted. The use of additional
data collection methods such as observation amdvietv guides in order to enhance the

richness and depth of future studies.

In addition, access to internal organization doaushéike board minutes, policies and
procedures which could provide more insight inte thtrategic thinking of the
management would greatly have contributed towardsiome pragmatic review and

analysis. Also most of the senior managers weravaitable for interview.

Finally, another major limitation was the unwillimgss of the respondents to objectively
articulate the topical issue under consideratioa @uthe fear that information could be

used for competitive advantage by their rivals.

5.5 Suggestions for Further Research
Since this study uses institutions that have bedatively successful with business
continuity strategy application, it would be intstiag to study a firm that has not had

good results with the application of these appreadnd much more a firm that has had
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disastrous results. Probably by so doing, the emimmhs of the study would help in
indicating to the approaches/tactics that don't kvfmar new strategy adoption. More
insight could be derived from that and help in ustBnding some of the reasons that

have led to some firms failing in new strategy dadaop

The researcher proposes that a study be conduotatktermine the extent of the
application of business continuity strategies dftee growth of oil companies in Kenya.
A research can also be done to establish the orkdtip between business continuity

strategy application and dynamic capabilities.

Finally, this study is limited to the extent thas$ ifocus is on a specific country and
industry/sector, Kenya and the oil industry respety. It is recommended that for a
start, a similar study be undertaken within a regiede context and findings compared

to the Kenyan context.
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APPENDICES

Appendix I: Introductory Letter
August, 2014

Dear Respondent,

| am a postgraduate student at the School of Bssjrigniversity of Nairobi, currently
carrying out a research title8usiness Continuity Strategies Applied By Companies
in The Downstream Petroleum Industry in Kenya'. This is in partial fulfillment to the
award of Master Degree in Business Administrat®mgtegic Management).

You have been selected as one of the respondetiis istudy. | therefore request you to
kindly facilitate the collection of the requiredtdaby answering the questions herein.
This questionnaire is purely for academic purp@sesthe data collected will be treated
with utmost confidentiality. A copy of the compldtg@roject report shall be availed to

you upon request.
Your assistance and cooperation will be highly epiated. Thank you in advance.

Yours faithfully,

Soud Mohamed Murshid Dr Jackson Maalu

Student Research Supenvis

0726 370773
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Appendix II: Questionnaire

This questionnaire has been developed to elicirmétion pertaining to Continuity
strategy amongst oil companies in the Oil IndustryjKenya. Please ensure that the
answers provided are correct as per your knowlsdygee they will be used to determine
the end result of this research.

The information received from this survey shallkept confidential, and shall be used
strictly for academic purposes only. Your partitcipa in this survey shall highly be
appreciated.

PART A: Company Details

What is the name of your Company ..........ccccoevvveiieennenn
What is your Job position.............cc.coviiii .

What department does your title fall under.........................
Is your organization locally incorporated or a nrmdtional?

Locally Incorporated [ ] Multinational [ ] Ger [ ]

If other, please specify-- -- - m-mmmmmmmmees

What size classification does your organizatiohifab?
Small [ ] Medium [ ] Large [ ]

What type of Oil petroleum products among the disésd does your company deal
with?

i.  Aviation Jet A-1 [ ]
ii.  llluminating Kerosene [ ]
iii.  Regular Motor sport [ ]
iv.  Premium Motor sport [ ]
v. Liquefied Petroleum Gas [ ]
vi.  Automotive Gas oil [ ]
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vii.  Industrial Diesel [ ]
viii.  Furnace Oils [ ]

ix.  Bitumen [ ]

Length of service at the oil company (Tick apprafgibox)

Less than 1 Year [ ]
1-3 Years [ ]
3-6 Years [ ]
Above 6 Years [ ]

For how long has your firm been involved in thisimess of oil petroleum products?

Less than 1 Year [ ]
1-5 Years [ ]
6-10 Years [ ]
Above 10 Years [ ]

Does your organization own storage facilities imi&?
Yes|[ ] No [ ]

When Does Strategy evaluation take place in yompamy?*
a) During times of intense competition

b) At the exit of a CEO

¢) As a normal trend in the company

6. Who participates in Strategic planning in yorgamization? (Please select all that

apply) *
a) CEO
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b) Board of Directors
c) Supply Managers
d) Sales Managers

e) Overall firm as a whole

PART B: Business Continuity Drivers

7. The following are the main drivers for changeotganizations approach towards
Business Continuity Management. Rate these faataasscale of 1-5 (1-least important,
2-less important, 3-neutral, 4-important, 5-mogpamtant). Tick where applicable.

Business Most Important Neutral Less Least
Continuity driver | Important Important | important

Corporate
governance

National
Government

Regulators

Customers

Globalization

Competition

Need to match
international
standards

8. How would you characterize the extent of theufison caused to your organization
by the following events?

Disruption Severe serious Modest Non- Don’t Know
Existent

Increased terrorist

activities

Power

failures/outages

Extreme weather
conditions

Computer
viruses/bugs
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9. Which, if any, of the following has your orgaaion experienced in the past year?
Rate these factors on a scale of 1-5 (1-least itappr2-less important, 3-neutral, 4-
important, 5-most important). Tick where applicable

Business continuity
risks

Most
Important

Important

Neutral

Less
Important

Least
Important

Loss of IT capacity

Supply chain

disruption

Loss of skills

Environmental/
weather challenges

Loss of staff

Employee health an
safety scare

Terrorism

Fire

Negative

publicity/image

Which, of the following has your organization adaptind applied as a business survival
strategy? Rate these factors on a scale of 1-Badt-limportant, 2-less important, 3-

neutral, 4-important, 5-most important). Tick whapplicable.

Business  Survivall Most Important | Neutral Less Least
Strategies Important Important Important
Engaging globally by

increasing alliances

and partnership witl
foreign firms

-

Focusing on corg
competencies

A} %4

Developing creativé

strategies to attra¢

and retain the bes
staff

5t

Drive down costs by
improving
efficiencies

Drive down costs by
streamlining

operations
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Improve customeyf
focus/support

Continuous
identification of new
opportunities

Innovation

PART C:Factors Challenging Business Continuity Stréegies in Organizations

The business continuity activity of your companyildobe hampered by various factors,

which might prevent continuity strategies or prégeicom being implemented.

To what extent did or do the following hamper besw continuity as a strategy in your

organization? Rate these factors on a scale of1t&ast important, 2-less important, 3-

neutral, 4-important, 5-most important). Tick whapplicable.

Hampering Factors Least Less Neut | Importa | Most
Important | importa | ral nt Important
nt
Excessive perceived economic risks
Business continuity strategy costs tpo

high

Lack of appropriate sources of
finance

Organizational rigidities

Lack of qualified personnel

Lack of information on technology

Lack of information on markets

Fulfilling regulations, standards

Lack of customer responsiveness t(
new products

Thanks for your participation
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Appendix IlI: List of Downstream Oil Companies in Kenya

1 | Axon Energy Limited

2 | Afrioil International Limited

3 | Afyare Enterprise Company Ltd

4 | Ainushamsi Energy Limited

5 | Al leyl Petroleum Limited

6 | Alba Petroleum Limited

7 | Amana Petroleum (Kenya) Limited
8 Bakri International Energy Company Limited
9 | Banoda Oil Limited

10 | Barton Energy Limited

11 | Center star Company Limited

12 | City Oil (K) Limited

13 | Dalbit Petroleum Limited

14 | Eagle Energy Limited

15 | East African Gasoil Limited

16 | Eco Oil Kenya Limited

17 | Eliora Energy Limited

18 | Engen Kenya Limited

19 | Essar Petroleum (East Africa) Limited
20 | Finejet Limited

21 | Fossil Fuels Limited

22 | Futures Energy Company Limited
23 | Galana Oil Kenya Limited

24 | Gapco Kenya Limited

25 | Global Petroleum Products Kenya Limited
26 | Gulf Energy Limited

27 | Hared energy limited

28 | Hashi Energy Limited

29 | Hass Petroleum Kenya Limited

30 | Heller Petroleum Limited

31 | Kencor Petroleum Limited

32 | KenolKobil Limited

33 | Kenya Petroleum Refineries Limited
34 | Keroka Petroleum Limited

35 | Kosmoil Petroleum (EA) Limited
36 | Libya Oil Kenya Limited

37 | Milio East Africa Limited

38 | Milio Energy Kenya Limited

39 | Mogas Kenya Limited

40 | Moil Kenya Limited

41 | Muloil Limited

42 | National Oil Corporation

43 | Ocean Energy Limited
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44

Oil City Limited

45

Oilcom (K) Limited

46

Oilpoint Kenya Limited

47

Olympic Petroleum Limited

48

One Petroleum Limited

49

Oryx Energies Kenya Limited

50

Osgafre Petroleum Company Limited

51

Oxford Oils Kenya Limited

52

Petro Oil Kenya Limited

53

Petrosun Kenya Limited

54

Prime Regional Supplies Limited

55

Prisko Petroleum Network Limited

56

RamjiHaribhaiDevani Limited

57

Ranway Traders Limited

58

Regnol Oil (K) Limited

S

Riva Petroleum Dealers Limited

60

Royal Energy (K) Limited

61

Stabex International Limited

62

Tiba Oil Company Limited

63

Topaz Petroleum Limited

64

Tosha Petroleum Limited

65

Total Kenya Limited

66

Tradiverse Kenya Limited

67

Tristar Transport Limited

68

Trojan International Limited

69

Ultra Petroleum Limited

70

United Energy Limited

71

Vivo Energy Kenya Limited
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