COMPETITIVE STRATEGIES AND IMPLEMENTATION
CHALLENGES BY KENYA ORIENT INSURANCE COMPANY

BY

MILDRED KENDERA MULUPI

A RESEARCH PROJECT PRESENTED IN PARTIAL FULFILMENT
FOR THE REQUIREMENTS OF THE AWARD OF MASTER OF
BUSINESS ADMINISTRATION, SCHOOL OF BUSINESS,
UNIVERSITY OF NAIROBI

NOVEMBER, 2016



DECLARATION

| declare that this project is my original work and has not been submitted for a degree in

any other university.

Signature .............cceeeiiiiinnnn.. Date... .o
MILDRED KENDERA MULUPI
D61/70272/2012

SUPERVISOR
This project has been submitted for examination with my approval as the University

Supervisor.

SIQNALUIE....oiviiciccccic v ceeieeieeiee e ————————
CAREN ANGIMA DATE
DEPARTMENT OF BUSINESS ADMINISTRATION

SCHOOL OF BUSINESS

UNIVERSITY OF NAIROBI



AKNOWLEDGEMENT
First 1 would like to thank God who has made it possible for me to get this far. | would also
like to thank my supervisor Ms Caren Angima whose guidance has been very valuable

throughout my study.

Secondly | would like to thank My Loving Husband John Wanjohi and my Son Julian
Mwangi for the support and their understanding throughout the period of my study. | would
also like to thank my mother and my sisters for their encouragement during the period of

my study.

Many thanks to my friends, colleagues and class mates for their support throughout the

period of my study.



DEDICATION

This study is dedicated to my mentor and loving father the late Dr. John Manyali Mulupi

and my loving mother Hellen Manyali Mulupi.



TABLE OF CONTENTS

DECLARATION. . tttiiiiiiiiiitiiiiinttisttsstcsessscssssssssssssssssssosssssssssssssssnsssons ii
AKNOWLEDGEMENT ....cciiitiiiiiiiiiinniiiiieticiesstcsssssscsssssosssssssssssssssssnsssns iii
DEDICATION. .o ciiittiiiintiiiiintieieastesessstcsessssssssssossssssssssssossssssssssssssssnsses WY
ABBREVIATIONS AND ACRONYMS....ciuttiietniiiiernriesecnssesesnssesasnssssasnssees vii
ABSTRACT ....iitiuiiiiiiiiiiiiiiiieiiiiiietiiiitetttttesatetsesasessssasssssasessssnsasssses viii
CHAPTER ONE :INTRODUCTION .....ccctiiiiiieieieesie e 1
1.1 Background of the StUY...........cceiiiiiiie e 1
1.1.1 COMPELItIVE SrAtEOIES .ecuveteeteeieeieeeeite ettt ee sttt e et et e et e s be e b e steesaenbesasenaesreennas 3
1.1.2 Strategy IMPIEMENTALION. ......c.eecvicieeeieceee ettt et s re s 4
1.1.3 Insurance INAUSEIY IN KENYA ......cciriieieieirineseeeee ettt 5
1.1.4 Kenya Orient InSUrance LiMIted.........ccovureriririneieieieeeecreseseee e e 6
1.2 ReSEArch ProDIEM........c.ooiie e 7
1.3 RESEAICN ODJECLIVE. ......eiiieiiiieietc ettt bbb eneas 9
1.4 Value OF the STUAY .....ooviiiieice e 10
CHAPTER TWO:LITERATURE REVIEW........cccoi e 11
7220 A 1 oo [ od 1 o] SR 11
2.2 Theoretical FOUNAAtION ........c.cooveiiiieiice e 11
2.3 COMPELITIVE STAIEGIES ......eiueeieeiieeeiteste sttt sb e 13
2.4 COMPELITIVE AUDVANTAGE ... ..eeveeiieeeieite sttt 15
2.5 Empirical Studies and ReSearch Gaps..........ccccveeieieeieiiee i 16
CHAPTER THREE:RESEARCH METHODOLOGY .....ccccoveiiiiiiiiiniene e 19
TR 1 oo [0 od o] o PSSR P PP 19
3.2 RESEAICH DESIGN .....ecviiiecie ettt ettt nraene e 19
3.3 Data COIECLION. ..o e e 20
3.3 DALA ANAIYSIS ....veetiecit ettt e s 20
CHAPTER 4:DATA ANALYSIS, RESULTS AND DISCUSSIONS ........ccccoevennne. 22
I a1 oo [V od o] o ISP 22
4.2 INTEIVIBWEES ...ttt sttt sttt b ettt b e e bt e bt e st b e e bt neenbe et e ne e 22



4.3 Competitive Strategies AdOPLE........cccoiiiiiiiiiieiee s 22

4.3.1 Product Differentiation Srategy ........ccceoeeerererrerienienieieeeeeesiese st 24
4.3.2 FOCUS aNd NICNE STIALEQY ....c.evververieieieiieiirieetestestestetet ettt sne e 25
4.3.3 COSt LEAUEISNIP ...veevviieeeeteeee ettt sttt st ettt be e teera e beereenes 26
4.3.4. Product DeVEIOPMENL..........coeiiiiieeiiieeeee ettt st 27
4.3.5 Market PENETIAtiON.........c.ovveirieiirieiricisici ettt 28
4.3.6 USE OF TECANOIOQY . ..evveeiiiieiinierteieetee ettt 29

4.4 Challenges in Strategy Implementation ...........cccooeieiiiiiininineeeee s 30
4.4.1 Inadequate SUPPOIT SEIUCTUTE. ......ocveieieieieeeeet sttt 31
4.4.2 ReSIStANCe t0 ChaNGE .....ceiueriiriirtiieieeeee sttt 32
4.4.3 TIME CONSIIAINT ...ttt ettt ettt st st 33

4.6 DiscusSioN Of FINAINGS.....cc.oiiiieiicieeece ettt sttt sttt sbe et e s be s ebesreenes 34
CHAPTER 5:SUMMARY CONCLUSION AND RECOMENDATIONS ............... 37
5.1 INIFOUUCTION ...ttt bbb enenneas 37
5.2 Summary of Key FINAINGS ......coviiiiieiece et 37
5.3 CONCIUSION......couiiiieiiite sttt bbbt sb b et b nenneas 38
5.3 RECOMMENUALIONS ......oviiiiiiieiietie ettt sttt b b eneas 39
5.4 Limitations t0 the STUAY ........c.coiieiiiieiece e 39
5.5 Suggestions for further StUdies. ..ot 37
5.6 Implication on Policy and PractiCe..........c.oiiiiiiiiii e e, 40
REFERENQCES. ... ..ottt bbbttt be e 42
APPENDICES ...ttt b et 46
APPendix I: INTENVIEW GUITE........c.oiiieiieiieiieeee s 46
Appendix Tz INtroduCtion LA ..........ooiiiiiiieieee s 48

Vi



ABBREVIATIONS AND ACRONYMS

KOIL: Kenya Orient Insurance Limited

MBV: Market Based View

SCP: Structure-Conduct-Performance

RVB: Resource Based View

AKI:  Association of Kenya Insurers

IRA: Insurance Regulatory Authority

IT: Information Technology

KES: Kenya Shillings

SWOT: Strength, Weaknesses, Opportunities and Threats

ERP: Enterprise Resource Planning

Vii



ABSTRACT

There has been notable increase in competition within the insurance industry in Kenya.
With competition remaining high within the insurance industry it is necessary for
organizations within the industry to adopt competitive strategies so as to gain a higher level
of competitive advantage over other firms within the industry. Strategy adoption and
implementation is therefore very important for any company that is operating in a highly
competitive industry. Competitive strategies are necessary for companies that are heavily
saturated with customers. The insurance industry in Kenya is growing and hence
organizations need to come up with competitive strategies that will enable them to remain
competitive. Due to the nature of the insurance business, insurance companies that succeed
should be able to gain competitive advantage over their competitors. The objective of this
study was to determine the competitive strategies adopted by Kenya Orient and their
implementation challenges. Kenya Orient is operating in a highly competitive industry that
is characterized by limited number of customers’ and therefore needs to adopt competitive
strategies in order for them to maintain their customers and gain competitive advantage
over their competitors. The main theories covered under the study were ; resource based
view of the firm ,the market based view of the firm and the knowledge based view of the
firm that have been discussed as theories that enable organizations gain competitive
advantage. A case study approach was used where data was collected using an interview
guide. Secondary data inform of past interviews and publications was also used to
supplement primary data collected. Qualitative data was collected and an analysis done
using the content analysis technique. The results of the study indicated that the organization
uses various competitive strategies in order for them to gain competitive advantage over
their competitors. The competitive strategies used are; product differentiation, focus and
niche, cost leadership, product development, market penetration and use of technology.
Though the strategies adopted are expected to help the organization in gaining competitive
advantage the organization still faces some challenges during implementation that hinder
the effectiveness and success of the competitive strategies adopted. The study revealed that
the challenges faced during strategy implementation are; inadequate support structure,
resistance to change and time constraint. The challenges faced will help the organization
identify their weak points and therefore improve on such areas during planning when
implementing new strategies. The recommendation from the study is that Kenya Orient
Insurance Limited needs to work on the challenges that they have experienced during
strategy implementation so that they can ensure that all strategies employed will be
successful and effective. The challenges experienced during implementation have been
seen to hinder the effectiveness of the strategy and hence the company working on them
will lead to effective implementation of competitive strategies that will lead to competitive
advantage. The study concludes that competitive advantage is achieved when companies
adopt competitive strategies in their business. When organizations effectively adopt and
implement competitive strategies then they are able to acquire competitive advantage and
are able to maintain their customer base.
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CHAPTER ONE

INTRODUCTION

1.1 Background of the Study

Strategy can be defined as a complex concept that enables an organization to engage in
different processes and activities. According to Mintzberg (1987), strategy can be
articulated by what he labeled as the “5 Ps of strategy”. Understanding strategy as a plan,
a ploy, a position, a pattern, and as a perspective is important. The five ways of thinking
are important in understanding strategy but neither of them can be used on its own in
understanding the concept. According to Dettwiller, Lindelof and Lofsten (2006),
Changes in the business environment lead to different responses by different firms so as
to ensure that the changes do not render strategies adopted as obsolete. Companies

therefore need to have strategies in order to survive and dominate in their industries.

Competitive strategies can be defined as long term action plans that are contrived in order
to help an organizations to acquire a higher level of competitive advantage over its rivals.
Competitive strategies are important to companies that are heavily infused with alternatives
for consumers. Porter (1996) stated that the concept of strategic management was
developed out of the need for organizations to seek competitive advantage. Organizations
that need to succeed in competitive industries must look for ways to gain competitive
advantage in their industry of operation. According to Porter (1985) when accompany
gains competitive advantage they are able to gain superiority over other firms in the

industry.



Noble (1999) defined Strategy implementation as operationalization of a clearly articulated
plan. Hrebiniak and Joyce (1985) defined strategy implementation as a process of breaking
down complex and unmanageable strategic problems into manageable proportions that are
easily managed. Hrebiniak and Joyce (1985) also defined strategy implementation as a
process through which organizations resources are controlled and managed so as to achieve

desired results.

Insurance services are services that are offered by insurance companies as an agreement
for indemnity in case of losses experienced. The services will be offered to the insured who
will in turn pay premiums to the insurance company. The main purpose of Insurance is to
be able to protect the insured against future financial losses. There are certain forms of
insurance that are a legal requirement while other forms of insurance are optional. A
contract between the insurer and the insured is reached when the insured agrees to the terms
of the contract. The insured will be required to pay premiums for a sum insured to be paid
in case of loss. In most cases, the insured is expected to pays part of the loss. Examples of
insurance include motor insurance, disability and personal accident insurance, life

insurance, medical insurance and corporate insurance.

This study will be based on the following theories; The Market based view (MBV) of
strategy that states that a firm’s performance is determined by the external environment in
which the firm operates as well as the industry factors. Bain (1986) Structure-Conduct-
Performance (SCP) and Porters (1980) Five Forces model are two theories that contribute
towards the MBV category. Another theory that informs this study is the Resource Based
View of the firm (RVB). The theory focuses on a firm’s internal capacity as the main

driver of competitive advantage. The theory states that the resources available within an
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organization are enough to enable the firm compete effectively. Ansoff (1965) and
Chandler (1962) are considered to be the major contributors towards developing the RVB

view of strategy.

1.1.1 Competitive Strategies

There is a need for firms to learn how to continuously adapt to the changing external
environmental and focus on improving service delivery to their target customers. By
ensuring that the level of service delivery is superior then firms are able gain superior
performance. Porter (1985) defined two competitive strategies that firms can adopt; Low
Cost and Differentiation. Porter further states that the two competitive strategies when
combined with different activities within a firm will lead to three generic strategies that
enables a firm in improving its performance in an industry. The three generic strategies are

cost leadership, differentiation, and focus.

When firms adopt these competitive strategies their main aim is to have superior
performance and therefore gain a competitive advantage .When a firm chooses to use the
Low cost they aim to be cost leaders in the market by providing their goods and services
at very low prices that will enable them to capture a large percentage of the market which
will eventually increase their profits. When a firm chooses to use differentiation then they
aim at providing goods and services that are not available to other companies and hence
are more attractive to the consumers as compared to those provided by their competitors.
When organizations adopt the right competitive strategies then they are able to deliver
superior value to their target customers and gain Competitive advantage over their

competitors.



1.1.2 Strategy Implementation.

Strategy implementation as defined by Hrebiniak and Joyce (1984) is a process of
converting strategic problems into smaller, less complex manageable problems that can be
easily solved. According to Owen (1993), he states four main problems that lead to
unsuccessful implementation of strategies: The first challenge is associated with
developing strategies around existing business units. A firms business units will often not
relate to the organizations strategies. Business units in a firm will usually concentrate on
their functional activities of serving their customers. When units have their external market
places their strategic operations can be planned and executed independent of other units of
the company. It is therefore important that at any one time the strategy adopted corresponds

to the organization structures and the two are supportive of each other.

The firm’s traditional management reports adopted is another problem identified. The
reports used by managers are not fully capable of monitoring the implementation strategies
which leads to the strategic manager not being fully aware of what is happening. If the
managers is not aware of the strategy being implemented it leads to inadequate monitoring
of the performance of the existing structure which leads to ineffective control mechanisms.
Athird problem identified is that there is change that is involved in strategy implementation
which therefore leads to uncertainty and risk. The only way to manage change is coming
up with a change management plan that will motivate managers to make changes as a key

determinant.

The last problem identified by Owen is the firm’s current management systems which
include but are not limited to compensation schemes, communications systems, and

management development are rarely revised so as to meet the needs of new strategies
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adopted. According to Pateman (2008) for strategy to yield results the coordination of
resources has to consider the changes in the firm’s external environment. Pearce and
Robinson (2007) argue that effective strategic leadership is important for successful
strategy implementation. Hrebinia, (2005) states that the success of strategy
implementation largely depends on the management leadership in the organization.
Management therefore need to manage implementation problems in order to successfully

execute strategies adopted.

1.1.3 Insurance Industry in Kenya

The Kenyan insurance industry consists of reinsurance companies, intermediaries like
brokers, bank assurance and agents, insurance companies, loss adjusters and other service
providers. (IRA Industry report, April 2016). IRA is the regulatory body that regulates the
insurance operations in Kenya. The laws that govern insurance operations are contained in
the Insurance Act, Chapter 487 of the laws of Kenya. The industry operates under the

Association of Kenya Insurers (AKI) which is an umbrella body established in 1987.

The Kenyan insurance market is mostly non-life or general insurance unlike in leading
world economies where life insurance is the most common. Non-life insurance premiums
contribute two thirds (64.6%) of the total gross premiums written in Kenya while life
premiums contribute 35.4%. The world economy is dominated by life insurance business
at 54.8% while non-life insurance is at 45.2%, which is however, a more balanced position
in terms of contribution by class. (Source: Swiss Re Sigma, 2014). The total industries
premiums in 2015 were KES 173.26 billion while in 2014 the premiums were of KES
157.78 billion .This was a year-on-year nominal growth of 9.8% over the period of one

year. Life insurance business reported gross written premiums of KES 61.26 billion while
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general business reported premiums of KES 112.00 billion. (IRA Industry report, April

2016).

With the number of players in the insurance industry increasing it is important for the firms
operating within the industry to concentrate on developing competitive strategies that will
enable them to maintain their customer base. The percentage of people accessing insurance
services in Kenya is still very low therefore companies that adopt the best competitive
strategies will be able to gain competitive advantage that will enable them operate better

and retain more clients.

Some of the challenges that are currently being experienced in the Insurance industry are;
Lack of knowledge on importance of insurance leading to increased competition due to
growth in number of firms and low customer base, entry of new entrants in the market
which leads to stiff competition with the number of people who are able to access insurance
services being limited, IRA regulations that strictly govern the insurance industry to ensure

that the interests of insurance policy holders and insurance beneficiaries and safeguarded.

1.1.4 Kenya Orient Insurance Limited

The Al-Fatem group of Dubai established Kenya orient insurance limited in 1982. The
company was later acquired by Kenyans in 1988. KOIL has registered steady growth since
it was acquired by Kenyans in 1988. The insurance Act of Kenya has registered KOIL and
authorized the firm to underwrite all classes of general insurance business. KOIL is a
medium sized insurance company with 13 branches in Kenya and a staff of over 150
employees with a recent turnover of KES 2.45 billion. (Published Annual report and

financial statements 2014-KOIL)



The rebranding of KOIL goes back to October 2004, when firm was transferred to new
owners resulting in change in the management board. The changes in ownership led to
creation of a new a vision that aims at the delivery of world class service to their
intermediaries, business associates and clients. The vision of KOIL is to be a premier
insurance provider in Africa, while its mission is to exceed customer expectations by
providing unique and relevant innovative insurance solutions. KOIL provides a wide range

of products that have enabled them to attract a vast majority of its clients.

KOIL is successfully coming up as a market leader especially in providing individual
clients products. This could be due to the competitive strategies that they have adopted.
With the increased competition and growth KOIL has opened new branches and engaged
itself with different agencies in the country so as to remain competitive and achieve

competitive advantage over its competitors.

1.2 Research Problem

The concept of competitive strategy is universal to all companies operating in competitive
environments. Porter (1980) states that competitive strategies provide a unique niche to the
organization that assures the success and hence profitability in its operations. Through
competitive strategies firms in an industry are able to compete effectively and therefore
sustain a profitable business. Firms are also faced with implementation challenges that may
hinder them from successfully applying the competitive strategies formulated. Aosa (1992)
stated that strategies need to be implemented in order for them to be valuable to the
organization. Strategy implementation is therefore necessary if organizations are to remain

competitive and relevant to current market trends



The increased number of insurance companies in the business has necessitated the need for
companies to come up with competitive strategies in order for them to survive. Licenced
insurance companies are competing for limited market share with insurance uptake being
very low in Kenya. There is poor uptake of insurance with insurance covers being mostly
on motor, fire industrial and personal accident (mainly group medical cover) classes. This
shows that there is negative attitude towards insurance from Kenyans (Mbogo, 2010). This
study will focus on competitive strategies adopted which lead an organization in becoming

successful in an industry with low penetration.

The study of KOIL was necessary due to the fact that there are a lot of mergers and
acquisition of small and medium sized companies within the Kenyan insurance industry.
In a market where most insurance companies are merging with international companies
and others like Cannon Insurance are being taken up by international companies’ like
Metropolitan my study will be focusing on how KOIL is able to maintain being competitive
in a very aggressive marker. KOIL is known as an Industry leader in product development
and innovativeness and yet it still experience Low insurance uptake hence a study on the

competitive strategies used by the organization.

Some of the international studies done on competition include; Sundar, Varadarajan&
Fahy, (1993) studied Sustainable competitive advantage in service industries where the
scholars focused on the distinctive and organizational skills underlying sustainable
competitive advantage in service industry. The study however did not focus on the
competitive strategies adopted by the organizations and any challenges in implementation.
Fiegenbaum and Howard (2007) studied Industry and Strategic group dynamics:

competitive strategy in the insurance industry. The scholars focused their studies in



insurance industries in the United States of America where knowledge on insurance is high
and insurance uptake is high. Locally studies that have been done include; Muriira (2014)
who studied Competitive Strategies adopted by insurance companies in Kenya. The study
focused on competitive strategies of various insurance companies but did not focus on
Kenya Orient Insurance Limited. Kitua (2009) investigated the internet as a source of
competitive advantage for insurance firms in Kenya but the study only focused on the

internet and competitive advantage.

The studies done focused on surveys within the insurance industry and did not give an in-
depth study on why a specific insurance company would adopt specific competitive
strategies and how the strategies would fit into the organizations and enable them to
effectively operate in a very competitive business environment. This study will seek to
address and bridge the gaps by focusing on competitive strategies and implementation
challenges by KOIL. The research focuses on answering the following question, what are
the competitive strategies and implementation challenges by Kenya Orient Insurance

Company?

1.3 Research Objective.
The objective of this study was to determine the competitive strategies adopted and

implementation challenges by Kenya Orient Insurance Company.



1.4 Value of the study

The study will help the management of Kenya Orient insurance company and other players
in the industry realize how competitive strategies adopted are beneficial to their business.
By adopting specific competitive strategies then businesses will be able to gain competitive

advantage in their industry

The results of this study will be useful to scholars and researchers who can use it
when doing further research. It will aid in contributing towards other studies done on
competitive strategies being adopted in order for firms to gain competitive advantage. The
findings of this study will enrich existing knowledge in the field of competitive strategies

especially in the insurance industry.

Policy makers, regulators and the government will gain an understanding in
formulating the appropriate legislations and policies for the industry that will cater for the
changes in the business environment. The policy makers and regulators can form a basis
to partner with Kenyan companies to formulate competitive strategies that will

guarantee success in the competitive and dynamic insurance business environment.
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CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This chapter focuses on the review of past literature on competitive strategies and
competitive advantage. The chapter covers the theoretical foundations, competitive
strategies, competitive advantage, strategy implementation and empirical studies and

research gaps.

2.2 Theoretical Foundation

The study was focused on competitive strategies adopted in order for companies to gain
higher levels of competitive advantage. Firms that have gained competitive advantage are
firms that can attract and retain customers in the long-term and are also able to defend their
firms against competitive forces. Porter (1985) observes that firms that have competitive
strategies are able to establish sustainable and profitable positions against forces that
determine industry competition. Several theories have been discussed on competitive

strategies and how good strategies lead firms to gain competitive advantage.

The Market Based View (MBV) of strategy argues that a firm’s performance can be
determined by the external business environment in the industry in which it operates in.
The two scholars who contributed to the MBV theory are; Bain’s (1986) Structure-
Conduct-Performance (SCP) and Porter’s (1980) Five Forces Model .A firm that wants to
be strategically positioned in the market needs to find superior ways of performing its
activities . The competitive dynamics and structure of an industry can be used to determine

a firms performance and eventually determine the profitability of the company.
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A firm that has a strategic position in the market derives more value from their end
products. By performing their operations differently organizations are able to gain superior

strategic positions in the market.

The Resource-based view of the firm (RBV) focuses on the firms operations and internal
environment as a source of competitive advantage. Ansoff (1965) and Chandler (1962) are
the major contributors to the resource based view strategy. According to Furrer et al.
(2008), they stated that from the 1980°s onwards the focus of inquiry changed from external
forces as sources of competitive advantage to a firm’s internal capacities and resources as
the main sources of competitive advantage to a firm. The RVB Strategy gained popularity
in the 1980’s as a major theory for competitive advantage. Barney (1991) states not all
resources and competencies should be viewed as sources of competitive advantage. Only

resources and competencies that are strategically positioned should be considered in RBV.

The Knowledge based view of competitive advantage as argued by Hamel and Prahalad
(1994) states that knowledge is the most important source of competitive advantage in the
current market situations. Tiwana (2002) argued that technology, capital and market share
can be copied whereas knowledge is the most unique resource since it cannot be copied.
Grant (1991) argued that capabilities are what bring about competitive advantage but
without resources then capabilities are of no value. Amit and Shoemaker (1993) suggested
that resources cannot be considered as sources of competitive advantage and in their view
capabilities are what brings about competitive advantage for a company. Amit and
Shoemaker (1993) defined capabilities as firm’s process of using resources and processes

in order to have a desired results that are useful for the organization.
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Dyer and Singh (1998) suggest that firms that have focused on well-structured processes
and procedures are able to gain competitive advantage .They suggest that organizations
structure can lead to competitive advantage. The MBV of strategy suggests that a firm that
has superior market returns has the best bargaining power in the external market while
RBV suggests that the firm’s internal capacity is what leads to superior returns. The
relational view suggests firms can gain competitive advantage by having shared knowledge

and use of complementary resources.

2.3 Competitive Strategies

Competitive strategies are the method by which you achieve a competitive advantage in
the market. Porter (1985) said that there are two main types of competitive strategies that
firms can take control of; Low Cost and Differentiation. The two main types of competitive
strategies combined with a unique set operations will enable a firm to derive three generic
strategies for acquiring superior performance in an industry. The three generic strategies
are; cost leadership, differentiation, and focus. When a firm is seeking cost leadership they
sets out to become a low cost producing firm and having the lowest costs in their market
segment. The sources of cost advantage are different and will vary within the industry.
They will include; achieving high asset utilization, preferential access to raw materials,

control over the value chain, economies of scale, proprietary technology, and other factors.

When a firm adopts differentiation strategy it seeks to have superior and differentiated
products that will give them a preference in the market. A firm that wants to achieve
differentiation finds common attributes that many buyers in an industry perceive as
important, and uses them to develop products that meet the customer needs and uniquely

positions in them in the market.
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Porter (1985) states that the generic strategy of focus leads a firm in choosing a specific
segment in the market and try to meet the needs of that segment. In cost focus a firm seeks
to incur lower producing costs, whereas in differentiation focus a firm seeks to produce
unique highly competitive products. Cost leadership strategy ensures that a firm is a leader
in its industry in terms of cost. Differentiation requires a firm to produce unique and

differentiated products that are highly competitive in the market.

For a firm to be successful when using differentiation strategy the organizations will need
to invest in good research, development and innovation .The firm will also need to cater
for its ability to deliver superior goods or services and engage in effective sales and
marketing, this ensures that the market understands the benefits offered by the
differentiated offerings. Companies that use focus strategies pay attention to specific niche
markets and try to understand the dynamics of that market as well as the distinctive needs
of customers within the segment so as to develop uniquely low-cost or well-specified

products for the market.

Ansoff (1957) suggests that new and existing products are what firms depend on for their
growth and success. He also states that firm’s success and growth can be attributed to the
fact that there is growth in their existing market as well as entry into new markets. Ansoff’s
explains that marketing strategies that should be used will mainly focus on weather
products are new or existing. The four strategies as discussed by Ansoff are; market
penetration, product development, market development and diversification. Market
penetration is a strategy used by organizations to penetrate a market where similar goods
or services already exist. This can be achieved through, price adjustment, increased

distribution channels or improvements in the products being offered.
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Market development entails organizations finding new group of buyers as potential
customers for their business and will include expanding potential markets through new
users. Product development is the process through which firms come up with new products
that they design and market to attract and retain customers. Product development may
involves redesigning or rebranding of existing products to make them more appealing , or
creating a new product to meet a specific need in the market. Organizations that actively engage
in product development tend to gain more benefits from the strategy which ensures guaranteed
profitability and success. Effective product development should focus on meeting the current
demand in the market. Diversification is a corporate strategy used by firms that expand their
business into new territories by creating new products for new markets. Diversification when
used as strategy involves broadening a firm’s scope across different market sectors and

products.

2.4 Competitive Advantage

Competitive advantage is a concept that is used to define features that allow an organization
to outperform its competitors. The term competitive advantage refers to the capability of
firms to outperform its competitors in the same industry or market. The term “sustainable
competitive advantage” emerged when Porter (2008) pointed out that firms that succeed in
gaining sustainable competitive advantage adopt low cost and differentiation as strategies.
Economic and Military origins of strategy literature have been sited to have notable role in
the field of competitive advantage (Whittington 1993). A firm that is able to gain
competitive advantage is one that has the ability to attract and retain customers in the

long-term and is also able to safeguard against competitive forces.
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Kotler (1996) on his part suggests that a firm can differentiate its products or services to
customers in four different areas and attain competitive advantage in each one of them.
The four areas include service, product, personnel and image differentiations. Product
wise, firms can seek to deliver highly differentiated products or they can offer

standardized products with small amounts of differentiation.

Johnson and Scholes (2002) look at the concept of competitive advantage from strategic
fit and strategic stretch points of view. From the strategic fit point of view, a firm strives
to match its resources and activities to their external environment. Strategy is developed
by recognizing opportunities in the business environment and adjusting the internal
resources and competencies so as to take advantage of the identified opportunities. In this
regard, competitive advantage is attained through correct positioning directed by the
market need. Porter (1998) observes that when the costs incurred by the firm is less than
the ability of the firm to create value for its customers then the firm is said to have attained
some level competitive advantage. In this regard, he introduced the value chain concept
and states that when all the activities of a firm are organized and evaluated they tend to
lead the firm to create more value in their processes and hence lead to competitive

advantage.

2.5 Empirical Studies and Research Gaps

Research has shown that though strategy implementation is an important aspect to any firm
a lot of scholars and firms have concentrated on strategy formulation as compared to
strategy implementation process. Over the decades some of the studies done on competitive
strategies include; Kogut (2005) studied the Types of information technologies and their

role in competitive advantage.
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Recently the idea of competitive differentiation through Information Technology (IT) has
been challenged, this study contrasts the traditional thinking about competitive advantage
with the resource-based view. Specifically, it is argued that by demarcating specific types
of capabilities, there can be contribution to better understanding of the sources of 1T-based
competitive advantage. Though IT can be seen as a way of gaining competitive Advantage,
as a strategy there is gap on the how IT resources are being utilized and also the challenges
in the use of IT to gain competitive advantage especially in insurance. When studying one
insurance company then the gap can be filled by finding out how that company uses IT in
order to gain competitive advantage.

Muriira (2014) studied Competitive Strategies adopted by insurance companies in Kenya.
The study focused on the following competitive strategies; differentiation, cost leadership,
focus and niche, diversification, product development, market development and market
penetration. The findings were that most organizations within the Industry tend to lean
towards differentiation and product development. There is a gap in the study done since
though many companies are seen to adopt differentiation and product development we still

cannot tell if the strategies make them more competitive.

This study will focus on Kenya Orient Insurance Company which is a middle level
insurance company operating in highly competitive market and will seek to identify the
competitive strategies within that organization and how the organization operates in order
to achieve competitive advantage when they adopt the strategies. Kitua (2009) studied the
internet as a source of competitive advantage for insurance firms in Kenya. He
however focused on internet and did not put into consideration other competitive strategies

that organizations can adopt in order for them to gain competitive advantage.
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The internet has can therefore be defined as a source of competitive advantage though other
strategies need to be adopted for organizations to be competitive. There is a gap in this
study as the scholar did not mention the challenges of using the internet as a source of
competitive advantage. In summary though there have been studies in different areas on
competitive strategy. There is a contextual gap identified by the studies on how and why
the competitive strategy is being used and the challenge that the organization has faced
during implementation. There is also a gap on how the strategy being used has helped the
organization in gaining competitive advantage over other organizations within the industry.
The identified gap can therefore be bridged by studying the application of competitive

strategies in the context of Kenya Orient Insurance Company.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction
This chapter covers the various methodology that were used in the study for competitive
strategies and implementation challenges by Kenya Orient Insurance Limited. It covers

research design, data collection procedure and data analysis technique.

3.2 Research Design

The research design used was a case study which is suitable in situations where only one
organization is being considered for a research. The study required observing, recording
and analysing current conditions in the area of study. The data collected is then related to
the current external and internal environment within the organization to give conclusions

and recommendations.

Kothari (1990) argues that a case study is the detailed observation of a solid unit, person,
institution or cultural group. A case study focuses on depth rather than breadth. The study
aimed to describe the competitive strategies adopted by Kenya orient insurance company
S0 as to remain competitive in the insurance industry and maintain their market share. It
also identified the challenges faced during implementation of the strategies adopted.
According to Mania (2011) he states that the success of scientific theories and models can

be tested using a case study approach.
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3.3 Data Collection

The study focused on the primary data obtained directly from the field. Secondary data in
form of past interviews and publications was also used to supplement the primary data
collected. Welmann and Kruger, (2000) defined secondary data as data that consists of
information that already exists inform of videos, journals or publications which was
previously collected for another purpose whereas primary data can be defined as original

data gathered for a specific purpose .

The data collected for study was primary data which was collected by use of an interview
guide. The interview guide used open ended questions which enabled the researcher to get
sufficient data directly from the respondents. The respondents interviewed were; The
General Manager Strategy and Finance, The Head of Marketing, Head of underwriting and
Head of Customer experience. The four were interviewed due to their position in the
company as they head several departments and their involvement in the process of

identification and execution of strategies.

3.3 Data Analysis

Qualitative data collected was analysed using content analysis. Krippendorff (1980)
defines content analysis as a process of providing new insights and knowledge by making
valid inferences from data to their context. According to Mugenda and Mugenda (2003)
they state that existing information can be used to explain specific phenomenon by use of
content analysis. Content analysis is therefore important in analysing data that has been
collected so as to make inferences from the data in order to provide an insight into specific

phenomenon.
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The responses from the different interviewees was compared and summarised according to
the objective of the study. Content analysis was the best method to use due to its flexibility
and objectivity. It has been successfully used by other scholars as such Nyamai (2011), due

to its ability to give a descriptive and qualitative analysis of data collected.
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CHAPTER 4

DATA ANALYSIS, RESULTS AND DISCUSSIONS
4.1 Introduction
This chapter covers data analysis, results and discussions. The chapter covers the findings
of the competitive strategies adopted by Kenya Orient Insurance Company and the
challenges that they face during implementation of the strategies. The data was analyzed

based on the objective of the study using content analysis.

4.2 Interviewees

The interviewees in this study were the General Manager Finance and Strategy, Head of
Underwriting, Head of Marketing and Head of Customer Experience. The main areas of
research were based on competitive strategies adoption and how the strategies implemented
lead to competitive advantage. Since the interviewees head different department such as
Finance, IT, Marketing, Underwriting, Business development and Customer Experience,
they are involved in formulation and execution of all company strategies as they are the
key people in each of their departments. All Interviewees were successfully interviewed

on the competitive strategies and were able to give the information needed.

4.3 Competitive Strategies Adopted

The section discusses the competitive strategies adopted by Kenya Orient Insurance
Company in order for them to gain competitive advantage. With the number of insurance
companies increasing and the insurance uptake in the industry being very low then

companies need to develop competitive strategies in order to increase their market share.
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The interviewees were in agreement that the level of competition is very high within the
industry and therefore they have to come up with strategies that will enable them be

successful in their industries.

The respondents indicated that though there have been challenges during implementation
of competitive strategies so far there has been no total failure experienced in strategies that
have been adopted. KOIL is usually involved in environmental scanning before coming up
with competitive strategies that they want to adopt. They will study the customer behavior
and also other products in the market and this enables them to come up with competitive
strategies that fit the competitive environment in which they operate in. Some of the factors
in the current environment that the organization considers include; similar products in the
marker, the behavior of the target market, the market response rate on new products that

are introduced in the market and the time when the strategy is most applicable.

The respondents indicated that the successful implementation of competitive strategies can
be attributed to research done on similar products in the market, the experience of the
management on similar competitive strategies in the market and the lessons learnt on other
strategies that have been adopted by the organization. The organization also ensures that
the competitive strategies are in line with the organization culture by ensuring that when
setting up goals and objectives of the company then they will also be relevant to the
strategies that will be adopted. The organization tries to ensure that all employees will be
involved in implementation by including all strategies and objectives as part of their
departmental objectives which are then passed down to employees during their
performance appraisal .The competitive strategies adopted by KOIL are as discussed

below;

23



4.3.1 Product differentiation strategy

The organization main aim is to be the first in introducing unique products to the market.
KOIL identifies a product that is different and targets a certain market audience. A good
example of product differentiation is the introduction of a product like orient motor pack
which is targeted to private car owners. The product is tailored differently so as to attract
the upper middle class in the industry. Orient motor pack was introduced in the market
when all motor products attracted excess payments before claiming and hence the target
was to give an excess free product with free 24 hour assistance countrywide. This was a
first in the market and led to the growth in motor premiums with KOIL writing premiums

of KES 963M in 2015 for motor Private.

Orient xtense is another differentiated product which covers the insured against mechanical
damage or electronic failure of the motor vehicle. This product is unique in that it’s the
only product in the market since no other insurance company in the industry has a product
with the similar features .Orient xtense is an additional product for motor vehicle owners
since it doesn’t require the insured to change their current motor insurer. Orient xtense
targets customers who end up incurring large expenses due to mechanical damage to their
motor vehicles. Orient mobile is another unique product that enables KOIL to be a market
leader when it comes to insurance of mobile devices. No other company in the industry
offers phone insurance as a stand-alone product since most insurance companies cover it
under home insurance this hence makes it unique to Kenya orient .Orient Mobile covers
mobile phones and tablets against theft and damage and enables client to cover their phones
online without visiting the organization offices. Orient Commercial is a unique product

offered to business people with unique features such as free tracking device, free towing
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and recovery, loan facilitation and personal accident for driver and loader. The product is
different from what is offered in the market as most commercial products do not offer loan
facilitation and tracking for commercial vehicles. This has led to increased gross written
premium for motor commercial with premiums of KES 1.05 billion in 2015 compared to
KES 644 million written in 2014.Such unique products have enabled the organization

attain a higher level of competitive advantage within the industry.

The growth in the premiums for the differentiated products show that the company by
using product differentiation as a competitive strategy is gaining competitive advantage
over their competitors. A good example is the growth in premium of motor private which
has grown from KES 29.5 million in 2008 to KES 963 million in 2015.Differentiated
products have led KOIL to be known as a first in introducing unique products. The IRA
report for 2015 put the market share for Kenya orient to be at 2.19% with motor private
having 5.09% and motor commercial 5.58%. The IRA industry report for 2016 shows
growth in the industry to 2.25% with motor private market share growing to 5.56 and motor
commercial growing to 6.34%. KOIL is therefore seen to be gaining competitive advantage

especially in motor products.

4.3.2 Focus and Niche Strategy

The organization uses focus and niche as another competitive strategy by tailoring products
according to certain market segments. Kenya Orient insurance targets the middle class
employed and self-employed individuals. The target market is the young employed and
self-employed technologically savvy individuals who want to get their insurance at the
comfort of their homes. This can be attributed to products like orient mobile where the

client will insure their phones at the comfort of their homes.
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The products are tailor made and advertised so as to capture the middle class employed
individuals who are in need of motor insurance, home insurance and phone and tablet
insurance. Products are also tailored to attract middle class individuals in business who are
targeted by business products like orient commercial .Products like orient Xtense which
cater for mechanical damage mainly targets the middle class individuals who own high end
motor vehicles. Many middle class customers are seen to insure their vehicles with the

orient motor pack package.

Most of the premium from orient is from the motor sector which is very popular among the
middle class market sector. The total premium written in both motor commercial and motor
private as of 2015 was KES 1.9 billion which contributes majorly to the KES 2.45 Billion
written by KOIL in 2015.KOIL is therefore seen to select a specific segment in the market

and research their needs which are used as a basis for products product development.

4.3.3 Cost Leadership

KOIL aims at being a cost leader in the market so as gain competitive advantage within the
industry. The company’s aim is to minimize cost to the clients when a loss occurs to them.
This can be seen by the reduced cost when an accident occurs since the company ensures
free 24 hour rescue services which reduces the cost of transporting the damaged vehicle to
the client. The motor pack product is also excess free and hence ensures that no extra
charges are incurred by the client in case of an accident. Most insurance companies that
charge excess free premiums for motor have higher premiums which is not the case for

KOIL since the excess free was tailored as a benefit for the product.
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Orient mobile compensates the clients on the full insurable amount which ensures that the
customer does not incur losses when they misplace or damage their phones. This is because
the customer is given the insured amount and not the market value as is done by other
insurance companies who insure their mobile phones via personal products. By ensuring
that minimal losses are incurred by the client when a risk occurs then low cost as a

competitive strategy is achieved.

The cost leadership has seen growth in the market for motor private products whose market
share has increased over the years with premium in 2014 for motor private being KES
556M and In 2015 growing to KES 587M. This has seen growth in market share for motor
private insurance. Insurance for phones is also growing with many people insuring phones
via orient mobile rather than via personal products. Growth in premium for orient mobile
shows that there is more people insuring phones with a gross written premium of KES 3.2

million for as of December 2015.

4.3.4. Product Development

The study found out that product development is also a competitive strategy used by KOIL
in gaining competitive advantage. The organization ensures that they develop new products
annually depending on the needs of their customers. The aggressive advertising and
marketing campaigns done when new products are introduced leads to exposure of the
company to the customers. KOIL introducing new products as the first company in the
market enables the company gain recognition and therefore competitive advantage. By
being the first company to market and sell the product they are able to earn premiums and

are already known as a market leader in the industry for that specific product.
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Product development helps Kenya Orient to sustain competitive advantage as customers
see the company as being innovative. By being recognized as one of the most innovative
insurance companies when it comes to product development, KOIL has been able to gain
popularity in the industry .The industry is now recognizing KOIL as being a market leader
in motor Insurance. The Association of Kenyan insurance in 2014 stated that the percentage
growth in premiums for KOIL in 2013 was at 10.88% with a market share of 1.6 %

compared with the growth in 2014 which was 34.35% with a market share of 1.93%.

4.3.5 Market Penetration

The respondent indicated that market penetration is another competitive strategy that is
used in order to gain competitive advantage. KOIL engages in market penetration by
having aggressive advertising of the products especially when they introduce new products
to the market. The advertisements done in the local TV stations and local radio stations are
aimed at making the clients aware of the features and availability of any products
introduced in the market. KOIL has a wide network of agents and brokers that ensures their
presence in most parts of the country and hence making them able to easily penetrate most

parts of the country.

The agents and brokers are given incentives and are managed by relationship officers to
ensure that their needs are met. KOIL is increasing its branch network in the market which
leads to increased premiums since they bring the insurance services closer to the clients.
The marketing team is usually engaged in marketing activities in different parts of the
country that ensures that the presence of KOIL as an Insurance company is felt. During the
marketing activities customers will be given branded items that they can now associate

with the organization.
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Continuous training of agents, brokers and employees on new and improved products also
ensures that market penetration is achieved since now the trained individuals are able to
sell the products with more knowledge on the product features. This has seen a growth in
business and increased competitive advantage. Competitive advantage has been gained by
using market penetration as it ensures that the company and its products are well known in
the industry. By increasing the branch network this has led to increase premium since the
new branches are now bringing in new business. This is seen by the growth in premium

which has a 5% growth from September 2015 to September 2016.

4.3.6 Use of Technology.

The respondents also stated that KOIL ensures that it uses technology in order to gain
competitive advantage. By use of various systems in administering services to their clients
then they are able to improve on the communication between them and their clients. The
technology helps in reducing the time in which processing can be done as well as ensuring
that the clients are served without delays .e.g. by using online system to sell products then
the company is able to sell more at the convenience of the customer. A good example is
orient mobile which enables the customer to cover their phones at the comfort of their

homes by sending a sms with the word mobile to 70707.

The organization also uses an Enterprise Resource Planning (ERP) system that ensures real
time processing of transactions and printing of documents. By using the ERP the company
can serve more customers and process the transaction end to end without any hitches. Use
of management systems helps in maintaining clients since they are be able to get their
documents on time which is helped by maintaining all clients’ records in one place. Faster

processing of claims is also ensured when systems are used.
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Advertising has also been made easier through social media platforms like Twitter and
Facebook. Customer service is also improved by use of online web based systems as well
as real time chat which is available on the KOIL website and KOIL web portals. The
company is therefore gaining competitive advantage by use of technology since it is able
to pass information on new products faster to their clients through social media.
Competitive advantage is also gained on the customer service font with the number of
Kenyans now in social media increasing daily with Facebook and Twitter being highly
used in the country. Selling through online systems also helps in tapping a market of people
who purchase their insurance at home or at work. This has helped in increasing the clients
and hence increased market share from 2.19% in quarter four 2015 to 2.25% in quarter one

2016. (IRA, 2016)

4.4 Challenges in Competitive Strategy Implementation

Strategy formulation is a task that can be achieved by all organizations. However, when it
comes to strategy implementation then the task becomes more complicated. There are a lot
of factors that need to be considered before strategies can be implemented by the
organization. During strategy implementation the following need to be considered;
strategy, structure and behaviour. If a strategy does not fit to the structure and culture of
the organization then the chances of failure are higher. During strategy formulation and
planning the team involved must ensure that the strategy aligns with the organization
structure and culture. A strategy that doesn’t conform to the company structure may not be
easily implemented. The respondents highlighted the following as the implementation

challenges.
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4.4.1 Inadequate support structure.

Strategy implementation needs the support of the organization structure for it to be
successful. Most times if the structure does not support the strategy then the risk of failure
is high. During implementation of strategies some of the questions that are asked are, does
the firm have the right leadership, governance and operational structure. To implement a
competitive strategy like product development then the organization needs to have a
creative team in place. KOIL currently constitutes a team by picking members from each
department to be a representative in the team. There is no criteria as to how the team will
be picked and what qualities are needed in order for the team to be efficient and successful

in coming up with the best products. This leads to poor execution of strategies.

For a team to be successful the team must be motivated and knowledgeable or experts in
their fields. This is not the case when the managers randomly pick employees from their
departments to join a specific group or a specific initiative like implementation of a new
system. This leads to KOIL Management having to constantly follow up and motivate the

team as that they can enable them to successfully implement the strategies adopted.

As it is currently most times it’s the management who come up with a strategy that they
pass down to the employee for implementation. This will usually leads to poor
implementation because if a strategy is formulated by people then they are the ones with
the vision on how to implement it. The team usually chosen to implement the strategies
have no vision and require a lot of follow up in order for them to implement the strategy
on time and successfully. The lack of a proper implementation team leads to inadequate

structure as an implementation challenge.
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4.4.2 Resistance to Change

Respondents agreed that one of the major challenges of strategy implementation is
resistance to change. If a competitive strategy is formulated and it may lead to major
changes in the way the employees work lead to resistance. A good example in KOIL is
when employees are used to running their reports off the system on excel and then they are
now required to use the new implemented system to produce the same reports. This may
take a very long time to implement since the employees do not want to change their current
way of working as it helps them achieve their goals easily. Most strategic changes which
involve technology change may get resistance from employees who do not want to change
their current way of working. Often implementing strategy requires adopting a new ways

of doing things.

If there is resistance then the strategy doesn’t become as successful as it was envisioned to
be. Change management is therefore necessary during strategy implementation. Currently
the process of change management in KOIL is not effective. This is because the strategy
implementation will be guided by the business need and not the needs of the specific
employees. The team tasked with implementing the strategies will then implement it only
to meet the current need without thinking of how it will affect the future needs of the
organization. The resistance is also seen in KOIL since the employees take the
implementation as an additional task to their daily tasks and this will hinder them from
getting fully involved in the process. Many employees will resist the change so as to avoid
being involved in the implementation. This leads to change being imposed on them and

hence not being successful.
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4.4.3 Time constraint

Time has been a challenge during implementation of strategies. The time allocated for full
implementation of a strategy is not usually met. Strategies that are required to take one
month end of taking 3 months and those are required to take a year end up taking up to 3
years for them to be fully implemented. KOIL faces time challenges due to lack of
resources. The personnel tasked with implementing the strategies are also involved in other
daily tasks. This will usually leads in delays since personnel want to complete their daily
work and also get involved in implementation. A good example is the implementation of
the ERP which has been delayed due to lack of full commitment from the personnel as they

find themselves involved in so many projects at the same time.

There is usually a delay due to poor management of time and resources available for
implementation. Sometimes implementation may take too long and hence by the time the
strategy is fully implemented other organizations may have come up with a similar idea.
This makes it hard for the organization to benefit from the competitive strategy
implemented. KOIL employees also take time to respond to tasks that they are supposed to

do in order for implementation to be completed successfully.

Lack of proper planning and poor time management therefore leads to KOIL
implementations taking longer than expected. Respondents indicated that most times when
strategies are implemented they take longer than expected to be executed. The delay in
execution therefore leads to a reduction in the rate of success of the implemented strategy.
Time must therefore be planned and executed effectively during the implementation stage
to ensure that there is no delay in deploying the strategy that may lead to loss in business

and the company not achieving the competitive advantage.
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4.4 Discussion of Findings

The study was aimed at finding out the competitive strategies adopted by Kenya Orient
Insurance Limited and any challenges experienced during implementation of the strategies.
One of the findings of the study is that differentiation and cost leadership are used as a
competitive strategies. KOIL is seen to gain competitive advantage by introducing new and
unique products in the market like orient xtense, orient mobile and orient motor pack. The
unique products have enabled them to grow in market share from 2.19% in 2015 to 2.25%
in 2016 (IRA, 2016). KOIL also uses cost leadership by having products with extra benefits
at no extra cost. An excess free motor product reduces the cost to the clients as well as Free

24 hour help and rescue to clients who get involved in accidents reduces cost to the client.

This agrees with Porter (1985) that differentiation and cost leadership can be used by
companies to gain competitive strategies. Muriira (2014) also established that
differentiation and cost leadership were widely used in the insurance industry for
organizations that wanted to gain competitive advantage over other companies in the
industry. In her study on competitive strategies adopted by insurance companies in Kenya
Muriira found out that most companies employ the differentiation and cost leadership

strategies but not all are as successful as KOIL in gaining competitive advantage.

The study also found out that KOIL uses market penetration and product development as
competitive strategies that enable them acquire higher levels of competitive advantage. By
using market penetration and product development KOIL has seen growth in market share
as well as gross premium written from KES 81M in 2008 to KES 2.45B in 2015.This agrees
with Ansoff(1957) Growth Matrix that urges that companies need to use the growth matrix

in order for them to grow and achieve and sustain competitive advantage.

34



Companies that want to compete successfully should also consider that market penetration
may lead to market development and diversification which according to Ansoff leads to

future growth of the company.

The study found out that use of technology leads the company in gaining competitive
advantage over their competitors. By use of technology there is improved service delivery
to customers and hence this enables KOIL to maintain existing customers, agents and
brokers. Use of technology ensures improved communication between the organization
and its customers. Kiragu (2014) in his study found that distribution channels affected
service delivery levels and that the insurance industry should adopt internet marketing and
distribution in order to improve its competitiveness. This therefore indicates that use of

technology by organizations will lead to competitive advantage.

The study also found out that Focus and Niche has been used by KOIL as a competitive
strategy that has enabled them gain competitive advantage. KOIL has been noted to focus
a lot on motor private and motor commercials which are common products among the
middle class who constitute of majority of their clients. There is notable increase in market
share among this segment over the years. By focusing on unique products in the motor
insurance industry then the focus leads to better and improved products that are attractive
to the market. Muriira (2014) found that Focus and Niche is widely used in the insurance
industry as a competitive strategy that enables organizations within the industry to gain

competitive advantage over their competitors.

The study found out that KOIL experienced the following challenges during strategy

implementation. Inadequate support structure, resistance to change and time constraint.
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The challenges hinder KOIL from successfully implementing the strategies so that they
can enable them gain competitive advantage over their competitors. According to Owen
(1993) the challenges experienced during strategy implementation are lack of change
management, compatibility of structure and strategy and implementing strategies that do

not fit into the current organization culture.

36



CHAPTER 5

SUMMARY CONCLUSION AND RECOMENDATIONS

5.1 Introduction

This chapter will give a summary of the key findings, conclusions, recommendations and
limitations. The conclusions and recommendations have been made based on the research
questions .The topic also outlines the limitations and challenges faced during the study,

suggestions for further studies and the implication to policy and practice.

5.2 Summary of Key Findings

The objective of the study was to establish the competitive strategies adopted by Kenya
orient insurance company and the challenges that they face during implementation.
Competitive strategies adopted are meant to enable the organization gain competitive
advantage against their competitors. As per findings of the study KOIL has adopted the
following competitive strategies; Product differentiation, Focus and Niche, Product
development, Market penetration, use of technology and cost leadership. The strategies
adopted enable the organization to attain competitive advantage over other insurance

companies in the industry.

The study established that KOIL usually implements the strategies adopted. Some of the
commonly used practices that KOIL uses before adoption of competitive strategies are;
Environmental scanning, market research, setting up of goals and objectives that are
relevant to their current business situation and aligning the overall company objectives to
the competitive strategies adopted. The planning and execution process is also well thought
out to ensure that challenges faced during implementation are minimized.

37



The study found out several challenges that KOIL faces when implementing the
competitive strategies adopted. The challenges include inadequate support structure which
was mainly on the organization structure as well as the leadership of the company. The
current organization structure doesn’t support some of the adopted strategies. Employee’s
resistance to change was another challenge that hinders the successful implementation of
the competitive strategies for this to be overcome the company should ensure that everyone
is involved in the process form formulation of the strategy to implementation and launch.
When awareness is created in the whole organization this reduces the resistance to be
experience. Time constraint was another challenge where implementation of strategies in
KOIL takes longer than expected if strategy was to be implemented in two months it end
up taking four or more months which has effects on the market. The challenge of time can
be overcome by management taking time to plan for all resources during the
implementation stage. Poor management leads to delays causing time to be a major issue

in implementation.

5.3 Conclusion

The study concludes that competitive strategies need to be adopted for a company to remain
competitive and achieve competitive advantage. KOIL understands the importance of
adopting and implementing competitive strategies that will enable them to increase their
market share in an industry where competition is high and insurance uptake is very low.
The study also concludes that KOIL introduces products in the market that are more
superior to products from other companies. The organization by tailor making products
suited for a certain group of people then is able to gain competitive advantage through

product development.

38



Unique products introduced in the market lead to brand loyalty which can be seen by the
company having most of its premium coming from Motor insurance .The study also
concludes that for the competitive strategies adopted to be successful then the organization

needs to overcome some of the challenges that they face during implementation.

5.3 Recommendations

The study recommends that KOIL should come up with strategies and policies that will
enable them curb the challenges that are faced during implementation of competitive
strategies. Some of the strategies that can be used include; improved planning during
formulation and implementation, improved communication to all staff in the organization,
market survey and research which involves the whole company so as to create awareness

on the importance of adopting such competitive strategies.

The research also recommends that in order for KOIL to deal with the challenge of
inadequate structure the organization should consider having a team that will lead in the
process of strategy adoption and implementation to ensure that employee resistance is
captured and that all KOIL employees are made aware of any initiatives and their
advantages. The team will also be tasked with time management to help in curbing the
challenge of time constraint. The research also recommends that KOIL should develop
strategic plans that will enable reach more customers and create new markets in order for

them to increase their market base.

5.4 Limitations to the study
The major challenge during the study was obtaining the information from the respondents

since the information of strategies employed is sensitive and confidential.
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The respondents were only comfortable with responding to the questions based on a general
view. This affected the study as there was need to complement was collected from various
secondary sources. The main secondary sources used were past interviews, publications

from Regulatory bodies like IRA ad also newspaper publications.

Time was also another limitations since most of the respondents had very little time and
hence data collected was limited by the available time. Most of the head of departments
have very busy schedules and were only willing to allocate the researcher limited amount

of time. This made it difficult for the topic to be covered comprehensively.

5.5 Suggestions for further studies

The study suggests that other studies that can be done will include; the impact of the
challenges on the competitive strategies adopted and the competitive advantage gained.
This study will enable scholars to understand how the challenges experienced during
strategy implementation affect the competitive advantage gained. Another study that can
be done will be on the effects of the external environment on the competitive strategies

adopted by insurance companies in Kenya.

5.6 Implication on Policy and Practice

The results of this study are useful for the management of KOIL and other industry player
as they are able to understand the importance of competitive strategies adopted and how
they help the business if implemented successfully. The study also enables the management
to be aware of some of the challenges that are faced during implementation so that they

can include them during planning in order to ensure successful implementation.

40



Other insurance companies can also learn of the challenges in implementation and include
them in planning when implementing their competitive strategies. The results of this study
will be useful to scholars and researchers as a basis for further research. It will contribute
to theory building particularly in competitive strategies within the insurance industry in
Kenya. The findings of this study will enrich existing knowledge on competitive strategies
in the insurance industry and will enable other scholars who study competitive strategies

in the industry have a basis on what is already there in some insurance companies.

Policy makers and regulators will gain a better understanding of why insurance companies
adopt specific competitive strategies. This will enable them in formulating appropriate
legislations and policies that will be beneficial to both the insurance companies in the

industry as well as to the protection of the insurance customers.

41



REFERENCES

Amit, R. & Shoemaker, P. (1993). Strategic assets and organizational rent, Strategic
Management Journal, 14(1), 33-46.

Ansoff, H. (1957). Strategies for Diversification. Harvard Business Review 35(5)113-124

Ansoff, H. (1965). Corporate Strategy: an Analytic Approach to Business Policy for
Growth and Expansion, New York, McGraw Hill.

Ao0sa, E. (1992). An Empirical Investigation of Aspects of Strategy Formulation and
Implementation within Large Private Manufacturing Companies in Kenya.
Unpublished PHD Dissertation, University of Strathcylde Scotland.

Association of Kenya Insurers, (2010). The Kenya Insurer, Journal of the Association of
Kenya Insurers

Atkinson, H. (2006). Strategy implementation: a role for the balanced scorecard?
Management Decision, 44 (10), 1441 — 1460.

Bain, J. (1968). Industrial Organization, New York, John Wiley and Sons.

Bain, J. (1986). "Structure versus Conduct as Indicators of Market Performance,” Antitrust
Law and Economics Review.

Barney, J. (1991), Firm Resources and Sustained Competitive Advantage, Journal of
Management, 17, 99-120.

Bell, P., Dean, G., & Gottschalk, P. (2010). Information management in law enforcement:
The case of police intelligence strategy implementation. Journal of Management
Information professionals, 30(4), 343-349.

Bruce Kogut (2005) .Types of information technologies and their role in competitive
advantage .Journal of Management Information system, 9(4), 319-332.

Chandler, A. (1962). Strategy and Structure, Cambridge: MIT Press.
Daft, R. L. (2005). The Leadership experience. Mason, Oh: Thomson South- Western

Dettwiller, P., Linderlof, P. & Lofsten, H. (2006). Business environment and property
management Issues. Study of growth firms in Sweden. Journal of Corporate Real
Estate, 8 (3), 120-133.

Dyer, J .H. & Singh, H. (1998). The relational view: cooperative strategy and sources of
interorganisational competitive advantage’, The Academy of Management Review,
23(4), 660-679.

42



Evans, C. (2003). Managing for Knowledge: HR’s Strategic Role, Amsterdam, and
Butterworth-Heinemann.

Fiegenbaum, A. & Howard, T. (2007). Industry and Strategic group dynamics: competitive
strategy in the insurance industry. Journal of Management Studies Volume 30(1),
69-105

Furrer. et al. (2008). The Structure and Evolution of the Strategic Management Field: A
Content Analysis of Twenty-six Years of Strategic Management Research,
International Journal of Management Reviews, 10 (1), 1-23.

Grant, R. (1991). The resource-based theory of competitive advantage: implications for
strategy formulation’, California Management Review, vol. 33(3), 114-135.

Hamel, .G. & Parahald, C.K. (1994). Competing for the Future. Beacon St, Watertown,
MA 02472, United States: Harvard Business Review Press.

Hrebiniak, L. G. (2005). Making Strategy Work: Leading Effective Execution and Change.
Upper Saddle River, NJ: Wharton School Publishing

Hrebiniak, L & Joyce, W. (1985). Implementing Strategy. New York, NY: Macmillan
Johnson.

Insurance Regulatory Authority (2016)-Insurance Industry Report for the Period January
— December 2015

Johnson G. & Scholes, K. (2002). Exploring Corporate Strategy 6th Edition, New Delhi:
Prentice Hall.

Kenya Orient Insurance Limited (2014). Annual Report and Financial Statements.

Kiragu, S. M. (2014). Assessment of challenges facing insurance companies in building
competitive advantage in Kenya: A survey of insurance firms. International
Journal of Social Sciences and Entrepreneurship, 1 (11), 467-490.

Kitua (2009) The internet as a source of competitive advantage for insurance firms
in Kenya. .Unpublished MBA Project Paper, University of Nairobi, Kenya

Krippendorff, K. (1980). Content Analysis: An Introduction to its Methodology. Newbury
Park: Sage Publications.

Kothari, C. R. (1990). Research Methodology: Methods and Techniques. 2nd Edition, New
Delhi.

Kotler, P., Armstrong, G., Saunders, J., & Wong, V. (1996). Principles of Marketing,
European Edition. London: Prentice Hall.

43


http://onlinelibrary.wiley.com/doi/10.1111/joms.1993.30.issue-1/issuetoc

Mbogo, S. (2010). Insurance Companies Seek New Strategies to Attract Customers.
Business Daily, March 10.

McGrath, R.G. (2013).Transient Advantage. Harvard Business Review, 91(6), 62-70.

Mintzberg, H. (1987). The Strategy Concept: 5Ps for Strategy. California Management
Review, VVol. 30 No. 1, fall 1987; (pp. 11-24).

Mugenda, O. M. & Mugenda, A. G. (2003). Research methods: Quantitative and
qualitative Approaches. Nairobi: African Centre for Technology Studies.

Muriira, L. (2014). Competitive Strategies adopted by insurance companies in Kenya.
Unpublished MBA Project Paper, University of Nairobi, Kenya

Mwania, V., (2011). Strategic responses by Telkom Kenya towards Increasing
Competition in the telecommunication industry .Unpublished MBA Project Paper,
University of Nairobi, Kenya

Nyamai, P.M. (2011). Strategic Responses of Insurance Companies to Economic
Environment and Changes in the Insurance Industry in Kenya: A case of Jubilee
Insurance Ltd .Unpublished MBA project. University of Nairobi, Nairobi, Kenya.

Noble C, (1999), Building the Strategy Implementation Network, Business Horizons

Owen, A. (1993) .How to implement strategy' in Managing change. New York: Sage
Publications

Pfeffer, J. (1982). Organizations and Organization Theory. Boston: Pitman.
Pierce J. A. & Robinson R. (1997). Strategic Management. USA: Mc Graw - Hill.

Pearce, J. A. & Robinson, R. B. (2007). Formulation, Implementation and Control
Competitive Strategy. Boston, MA: McGraw-Hill Irwin

Polit, D. F., & Beck, C. T. (2004). Nursing research: Appraising evidence for nursing
practice (7th Edition). Philadelphia: Wolters Klower/Lippincott Williams &
Wilkins.

Porter, M.E. (1980), Competitive Strategy: Techniques for Analysing Industries and
Competitors. Free Press: New York.

Porter, M.E. (1985), Competitive Advantage: Creating and Sustaining Superior
Performance. Free Press: New York.

Porter, M.E. (1996). What is Strategy? Harvard Business Review

44


https://en.wikipedia.org/wiki/Harvard_Business_Review

Porter, M.E. (1998). Competitive Advantage: Creating and Sustaining Superior
Performance. New York: the Free Press, U.S.A.

Raps, A. (2004). Implementing strategy. Strategic Finance, 85(12), 48-53.

Sundar, G., Rajan, V. & Fahy, J. (1993). Sustainable competitive advantage in service
industries Journal of Marketing; 57(4), 83

Tiwana, A. (2002). The Knowledge Management Toolkit: Orchestrating IT, Strategy, and
Knowledge Platforms. Upper Saddle River: Prentice-Hall.

Welch, J. &Welch, S (2005). Winning .New York: Harper Collins

Welman, J. C. & Kruger, S. J. (2000). Research Methodology for the Business and
Administrative Sciences. New York: Oxford

Whittington, R (1993) .What is strategy, and does it matter? Boston: Cengage Learning.

45


http://www.abebooks.com/servlet/SearchResults?an=Welman%2C+J.+C.%3BKruger%2C+S.+J.&cm_sp=det-_-bdp-_-author

APPENDICES

Appendix I: Interview Guide

Competitive strategies adopted by Kenya Orient Insurance Limited.

10.

How would you describe the level of competition in the industry?

What would you say are the major competitive strategies that are adopted by KOIL
in order for them to remain competitive and retain their customers?

How would you relate the competitive strategies that you adopt to the level of
competitive advantage that you have gained?

How do you ensure that the competitive strategies agree to the Organization culture
and Business environment?

How do you ensure that the competitive strategy adopted fits into the current
environment?

What are some of the environmental factors that you consider when coming up with
the competitive strategies?

What factors should KOIL consider in order for them to have successful
implementation of competitive strategies?

What are the major factors that contribute to successful adoption of competitive
strategies?

How does the management ensure that the competitive strategies adopted are in line
with the organization mission and vision?

During competitive strategy execution how do you ensure that information is

passed down to all the people in the organization?
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11. Have there been any challenges that you face when implementing the competitive

strategies?

12. Do you have instances where the competitive strategies adopted fail?
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Appendix I1: Introduction Letter

UNIVERSITY OF NAIROBI
SCHOOL OF BUSINESS
MBA PROGRAMME

. A
Telephone: 020-2059162 P.0. Box 30197
Telegrams: “Varsity”, Nairobi Nairobi, Kenya

Telex: 22095 Varsity

DATE..\ 08! 2ot 6

¥

TO WHOM IT MAY CONCERN
The bearer of this letter ... MULDRED KENDRRA  MoLoPy
Registration No... €\ viaealaoa

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

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

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

Thank you.
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