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ABSTRACT 
 

The Objectives of the research was to ascertain the influence of operation strategies on 

customer retention in Kenyan Insurance firms. The study objectives were to establish 

operation strategies Employed by Kenyan insurance firms; to examine whether operation 

strategies were employed and to ascertain the association between operation strategies 

and customer retention in Kenyan insurance industry. The research used a census design 

method. It utilized questionnaire sent to the operation managers in the event the 

organization lacked one the marketing manager was selected as instruments of data 

gathering. The study brought forth the fact that most insurance firms have integrated the 

operations department as the largest contributor to the overall customer retention of the 

insurance firm. Most insurance firms employed strategies such as emerging markets 

consumer segments, quality service delivery and business model are applied. The 

management of insurance firms frequently changes operations strategies. The operation 

strategies changes should involve the input of employees and their contribution in the 

formulation of new strategies. The holistic approach of both management and staff 

involvement in strategies formula will ensure that customers will be retained.  
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CHAPTER ONE 

INTRODUCTION 
 

1.1 Background of the Study 

Competition in nearly all sectors of the economy has increased considerably in the 

present times, and this tendency towards hyper-competition is likely to persist. 

Meanwhile, globalization avails greater and new opportunities for organizations that find 

newer, previously unexploited markets, intended for companies products and services in 

addition to latest sources for resources and parts at considerably lower outlay. Due to the 

globalization of commerce, managers are required to broaden their vision past their 

countries and regional boundaries during operation strategies development” (Naisbitt & 

Abrdene, 2000).  Davis and Meyer (1998) argued connectivity, speed, and intangibility 

are the three components that are considerably affecting the manner in which trade is 

being conducted. They propose that the combination of all three factors is contributing to 

an unpredictable business environmental a rate in which managers can no longer envision 

their businesses clearly. 

Technological changes can be directly attributed to the three factors. They have radically 

affected the major and fundamental framework in operation strategies: that of selecting 

amongst competing priorities. In the midst of technological change, managers do not 

have to make pure concessions between competing priorities as they did in the past. In its 

place, Technology allows companies to compete on several priorities at the same time 

namely; Competitive Priorities. The key to developing successful operation strategies lies 

in the creation or additional value to the client. Specifically, value is added when 
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competing priorities are chosen in order to hold up specific strategies. Skinner and others 

initially named four central competing priorities. Slack et al (2004), argued thier exist 

four fundamental competing priorities namely: flexibility, delivery, cost and quality. This 

priorities directly transform into attributes that explain the variety of processes that an 

organization can improve of it offering to the market. 

Organizations long-term success is determined by the operation strategies conceptualized. 

Operation strategies development means looking at better and innovative method of 

provide superior value for the client in the companies offers.  Value might have several 

meaning. Managers should align the operation strategies with all other units and overall 

strategies. Globalization coupled with the fast changing technology has fashioned a 

hyper-competitive business environment that require company head shave to 

continuously seek the latest and ground-breaking ways to beat the competition. To 

effectively execute this strategies, managers have to undoubtedly appreciate the core 

competencies of their organizations and distribute the company‟s resources on improving 

and maintaining these competencies. Prosperous companies nowadays are those that 

build up strategies that bundle up goods and services in one offering or combine benefits, 

this bundle tend to meet and solve consumer problems instead of the company just 

promoting it goods (Johnstone et al, 2004). 

1.1.1 Operation Strategies 

Operation strategies are concerned with the blueprint of strategic actions and decision 

that determine the activities functions and objectives in operations (Slack et al., 2004).  

Operation strategies, writing have frequently been reviewed within manufacturing 

paradigms. (Brown and Cousins, 2004) availed a rundown showing the connections 
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between a factory operations and modern manufacturing. Nower days the influence of 

operation strategies has gone beyond the realm of operation managers to that of business 

strategies (ward et al. 2007). Operation Strategies looks at all the level of the business 

and the structured that can achieve the business and ultimately the corporate strategic 

objective. Operation strategies consequently narrow down to issues of people, resources, 

processes, etc. Operation strategies are a long-term plan setting out how majority of the 

organization will be utilized for a higher chance of alignment of resources to the 

corporate strategies (Slack, 2010).  

Success in operation strategies can only be achieved through understanding of customer 

needs and expectation and ways of solving it formulated. While strategies will be 

formulated to meet client requirements, aspects of corporate strategies namely: 

marketing, operational and finance strategies must also be well thought-out to ensure that 

the company is competitive in core area of business and also in a position to meet its 

monetary obligations through generation earnings. The company can achieve this through 

resources transformation by use of, infrastructure, capabilities, processes (James & 

Ventus, 2011).  Specific to this research strategies like consumer segments that determine 

the target market, identify new markets where the insurance firm will be analyze its 

business models the level of competition that make it unique as compared to other 

insurance firm, quality service delivery form the main focal point. 

1.1.2 Customer Retention 

Customer retention has been defined by various scholars during their studies in dissimilar 

ways like, Ram, Schindler and Gerpott (2001) definition was the continuation of business 

relation by the customer with the company. This further concluded that,in relationship 
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marketing the most important issues were the effects of interaction and superiority on 

customer retention (Lin & Wu, 2011). (Rust, Zohorik & Keiningham, 1995) further 

argued that increase in market share and revenue was greatly driven by new customer‟s 

attraction and retention.  

The outcome of the study by Lin and Wu (2011), agreed with previous studies that their 

exist a firm and solid relationship between quality of products/service and service quality. 

It was inferred that customer retention was greatly achieved through loyalty program that 

had monetary compensation (Verhoef, 2003). Empirical evidence is suggests that 

customer retention is positively impacted by financial incentives through loyalty 

programs and emotional commitment. Different studies have explored the relationship 

between customer loyalty and retention in diverse situation the outcome of the research 

have been inconclusive with other some studies putting forth a positive relationship while 

other concerning. Some studies also concluded that their exist no relationship between 

the two. Similarly (Petterson, 2004) studied the correlation amongst consumer loyalty 

and  retention. Wong, Chan, Ngai and Oswaldw (2009) argued that, a positive 

relationship between the customers and the organization will significantly affect customer 

loyalty. While Smith and Chang (2009) found that their exist no correlation between 

customer retention and loyalty.  

1.1.3 Insurance Industry 

Insurance is the creation of a pool of funds by policyholders with the aim of 

indemnifying them from unforeseen risks. it work on the principal that the losses of the 

few are paid by many. Its main intention is to mitigate the policy holder against financial 

loss that might arise due to unforeseen risks and thus giving peace of mind to the 
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policyholders. Life insurance is also a way of creating an immediate estate for ones 

dependants. Insurance companies are financial institutions that function in the economy 

as part of the financial service industry. The financial services industry is made up of 

insurances, building societies, insurance brokers, pension funds, fund management 

companies, stock brokers, real estate companies, savings and credit societies etc. it has 

important effect on the customer retention of Kenya‟s economy contributing 

approximately 11% of the Gross Domestic Product (GDP) with insurance contributing 

3% to the GDP (IRA, 2012). Insurance promotes financial stability of individuals, 

families, and organizations by indemnifying those who suffer loss or harm. Business 

failure without insurance leads to reduction in shareholders wealth and many other kinds 

of negative externalities. Higher unemployment, loss of business, high prices of products, 

less government tax revenues and rising government responsibilities are few negative 

externalities associated with uninsured losses. This therefore implies that insurance 

promote financial stability by ensuring continuity in face of adversities.  

1.2 Research Problem 

The service industry firms are forced to adjust to change to succeed this has been due to 

the increased competition resulting from globalization and liberalization of economies. 

Insurance firms are not immune and are under a lot duress firms to supply efficient and 

unique services. There are numerous operational strategies that aid the firms in ensure 

efficiency and effectiveness in insurance firm operations to achieve customer retetion. 

There exists a lot of room for growth in the insurance industry in Kenya. Each company 

employees their own strategies that differentiates them from the competition. Example of  

these operations strategies are: leadership strategies, rigorous training of staff strategies, 
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quality customer service strategies, face–to-face strategies, personal grooming strategies, 

product range offerings, differentiated product features, system safety and security and 

information communication technology among others. However it is not clear which of 

these strategies have been adopted in the insurance industry in Kenya. 

1.3 Research Objectives 

The objectives were: 

1. To determine the operation strategies employed by Kenyan insurance firms. 

2.  To examine the relationship between customer retention and operations strategies 

of insurance firms. 

3. To establish the relationship between operation strategies and customer retention 

in Kenyan insurance firms. 

1.4 Value of the Study 

It is envisaged that Kenya insurance sector will gain a better understanding of the 

operational strategies that lead to the customer retentions. This will lead to the 

appreciation of the role that operation plays on various factors that increasing customer 

retention. The study findings will be relevant in equipping policy makers and regulators 

in the insurance industry with information that will empower them to be in a position to 

integrate industry stakeholders‟ in areas relating to operation management considerations 

in policy formulation. It is intended that the findings from this study will generate 

knowledge for the academic community. The gaps that will be identified from the study 

will create room for further research in the relationship between operation strategies and 

customer retention in the insurance industry. 
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CHAPTER TWO 

LITERATURE REVIEW 

 

2.1 Introduction 

This chapter looks at literature review, specifically the literature review focuses on 

operation strategies and customer retention, and the discussion includes customer 

retention, theoretical foundation and operation strategies, as well as strategies for 

retaining customers. 

 

2.2 Theoretical Review 

The trade of model is founded on the basis that it is unattainable to successes at the same 

time on all aspects of operations. Therefore for an operation strategies to successful then 

it should possess a single and well defined goal derived and prioritized from an operation 

and customer retention objective (e.g., quality, cost, flexibility and speed). This may lead 

to trade-off between operation strategies where one with less excellence in one area is 

traded-off in order to achieve operation excellence in another (Barnes, 2008). Skinner 

(1969) argued that operations was not viewed in the same manner by every person, what 

was then need  was to identify or set a single operation goal that  all competing priorities 

were judged against, based upon the set task which acted as the criterion against which all 

action objectives. 

De Meyer (1990) discussed that some operational capabilities improve each other, aiding 

operations excellences develop in a snowballing manner. They develop the „sandcone‟ 

model, which maintains the existence of an ideal chain of operational capability 
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development. The sandcone model puts quality as the starting point. After quality the 

second should be excellence in dependability, thereafter flexibility which includes speed 

and finally expenditure. They insisted that effort to further improve quality should 

continue while starting activities that build dependability likewise effort on quality and 

dependability should be implemented while building flexibility. Lastly efforts on cost 

reduction should be implemented alongside activities to improve on flexibility, quality 

and dependability. Operational capabilities implemented in this method are more 

sustainable than developing individual capabilities. 

 

2.3Operation strategies Process 

Operation strategies are derived from the corporate and business strategies. The exists a 

vertical relationship between these three levels of strategies, operation strategies also 

have a horizontal relationship with mainly the marketing strategies and other functional 

strategies. The relationship between corporate and business strategies may arise in a top-

down and bottoms-up process in relation to the operating strategies. Similarly, operation 

strategies must be derived from the market requirements (i.e. market-led) or from 

operation capabilities (i.e. operations-led). These leads to the four perspective of 

operation strategy (Slack & Lewis, 2002). Each of which places a different emphasis on 

operation strategies process. Barnes (2008) discusses the four perspectives as follows; 
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Source: Slack and Lewis (2002) 

Top down 

 

 

 

  

 

 

 

 

Fig 1. The four perspectives on operation strategies. 

2.3.1 Top-Down Perspective 

The above perspective is one where the organizations business strategies derives and the 

operation strategies, intern the operation strategies supports the business strategies; an 

operation strategies that the organization uses to realize its business strategies. In line 

with this approach, the method used to develop operation strategies would employ 

Skinner‟s method of selecting operational task (Skinner, 1969). Business strategies would 

rationally be defined by the operational tasks to be employed. Using Slack et al.‟s (2004) 

that operational task is a way of articulation five operations customer retention 

objectives. For example, if the business strategy is providing clients with speedy delivery, 

the operation task then should be to achieve speeds operations.  
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Operation Strategies 
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2.3.2 Bottom-Up Perspective 

This perspective defines operation strategies as a sequence of actions taken and decisions 

made and implemented in operation over time. They are a response to customer demand 

by operation manager and at the inception may appear haphazard; they are usually 

problem solving in nature of best practices borrowed from other firms etc. This method 

overtime may formulate a coherent pattern that might lead to formation of an operation 

strategies. The characteristic of the action take come from a series of continuous 

incremental improvement as opposed to unique industrially determined changes which 

usually require huge investments. This approach is where organisation gain experience 

through enhancing and developing its operation capabilities, this is usually achieved by 

trying out new things in an experimental manner using the work space as an learning 

laboratory. (Leonard-Barton, 1992).  

Japanese manufacturing industries were faced with a lot of constraints after the Second 

World War, in response to the challenger the Japanese came up with cutting edge 

manufacturing practise(e.g statistical process control,  JIT, TQM). With these perspective 

organization usually do not know there operation strategies. Mills et al. (1998). To 

overcome this, managers are required to develop techniques through visual representation 

of operation strategies as recorded. This is usually achieved through the organisation 

memory collective memory (whether verbal or written) by mapping our significant past 

event where managers are able to identify patterns that makeup the existing strategies. 
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2.3.3 Market-Led Perspective 

According to this perspective operation strategies are derived from the market 

environment the firm operates. Various studies have suggested how the above can be 

achieved. One of the best is by Terry Hill (1985) he argued that there should be a link 

between a firm‟s operation strategies and marketing strategies. The market place should 

dictate how product and services are offered. He identified two competitive criteria that 

apply to any market place. Market qualifying criteria are the factors that must be meet 

first before its considered for purchase by customers, and secondly those factor that the 

purchase decision is ultimately based on Order winning criteria. 

 Consequently, an operation strategies should aim at meeting market qualifying criteria, 

but be extremely good in order winning criteria in the market segment the organisation 

place its offerings. Platts and Gregory(1990) approach was to audit the market offering. 

The objective being to: identification of gaps between market requirement and customer 

retention with operation being the driver. The initial step is analyzing market requirement 

based on competing factors (such as quality, reliability and cost). Customer retention is 

then assessed against those operational factors.  

2.3.4 Operations-Led Perspective 

This approach looks at operational excellence as a driver of operation strategies. It argues 

that instead of looking at the market position the organisatio should focus on resource 

acquisition, development and deployment, by doing so it should be able to achieve 

superior customer retention(Barney, 1991; Wernerfelt, 1984). 
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 Thus, current and future market operational capabilities should be analysed and 

developed in order for the offering to met the market segment expectation and beat 

competitors in that market space (Hayes et al., 2005). Mills et al. (2002) came up with 

techniques that aid an organization in idea implementation. This techniques involved 

examining of resource used by the organization over time. They discovered six resources 

that were mutually exclusive; system and resource procedure, network resource and 

resource, tangible resource, knowledge resources skills and experience. criteria used to 

evaluate the mentioned is sustainability value and versatility. Resources the score highly 

in this area both individually or collectively considered to be important resources. This 

are the important source competitive advantage to the organization. 

2.4 Operation strategies in Services 

The strategic decision making in the organization will derive the operation process 

terminology (Ho,1996). Key to any definition of strategies is the consistent mentioning of 

improving competitive advantage in the market place through building resources and  

positioning (Swink &Way, 1995). Skinner (1969) recognized a group of areas in decision 

making that objectives in manufacturing are achieved. Later research confirmed that there 

existed a high agreement; though different scholars have developed have highlighted sets 

of decision areas in manufacturing (Mills et al., 1998).  Nonetheless traditional operation 

management writing has looked into service operation strategies and the improvement of 

service delivery system with the intention of match the customer perception to 

expectation (Armistead, 1992). 

Different services classifications and schemes have been explained through models and 

frameworks.(Johnston, 1994; Nayyar). However, the dimensions of service operation 
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strategies have been explained by a few studies. In this context, Arias-Aranda (2002) 

suggested a model based on the organization activity focus.  He identified process, 

service or customer-oriented as the operations strategies. He argued there exist nine 

structural and nine infrastructural decision areas that determined service operation 

strategies.  

The operational layout are , extent of process standardization, variety of services offered, 

utilization of ICT (cost reduction vs service improvement), PUSH/PULL service delivery 

process orientation, seamless  back and front office activities, expert human resources, 

extent of customer involvement , and new service design and development. Customer 

retention is a measures of how well the competing strategies have been implemented 

(Suarez et al., 1996).  

2.5Customer Retention 

Different scholars have defined customer retention differently. Gerpott, Rams and 

Schindler(2001) as the continuity of trade relationship between the organisation and the 

client. Market share and revenues can only be increased through customer rretention and 

attraction of new customer (Rust, Zohorik & Keiningham 1995).  

According to (Saeed, Grover & Hwang, 2005) customer retention is driven by after sale 

service and it is critical for a firm to know how it serves it clients. Product and service 

quality should be accurately emphasized by the firm (Lin & Wu, 2011). Statistically there 

exist a significant positive relationship between the following factors; quality 

commitment, trust, satisfaction and customer retention, as retention is determined by 

future  uses of the product. 
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Lin and Wu (2011) researched about, loyalty programs and monetary compensation in 

step toward great customer retention.  There finding expended previous studies that there 

is a solid relationship between quality of services and retention. (Verhoef, 2003), 

Customer retention has been positively impacted by loyalty programs with financial 

incentives and emotional commitment as evident in previous studies (Verhoef, 2003).  

Rust and Zahorik(1993) found that there was a positive relationship between operations 

of loyalty and retention. Retention is a mirror reflection of loyalty.  (Hallowell, 1996). 

Similarly, Bolton, Kannan andBramlett (2000) investigated the relationship between 

customer loyalty and customer retention and found that loyalty influences retention”.  

2.6 Empirical Studies 

Numerous studies have been conducted in the service sector and they seem to validate the 

link between operation strategies elements with behaviors such as retention Mital, V. and 

Kamakura, A. (2001). The link is important to the marketing concept, which stipulates 

that meeting customers‟ needs is important in building customer retention. Additional, 

the significance of satisfaction on retention is highly recognized that some developed 

countries measure customer satisfaction at now the industry level using statistical 

methods to predict retention levels, rate customer loyalty and upcoming financial. 

Fornell, C. (1999). Argued that even satisfied customer switch Schneider, B. and Bowen, 

D. (1999) build trust over and above satisfaction helps in retention Hart and Johnson 

(1999). These ideas are in line with channels literature, Morgan, R. M. and Hunt, S. D. 

(1994) which proved that long-term relationship and economic viability were build on 

trust. Even though the implication of trust on business-to-business (B-B) relationships are 

well know, the same doent apply to business-to-consumer (B-C). a lot of research in the 
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area tend to be conceptual Gremler and Brown (1996) or anecdotal Hart and Johnson 

(1999). 

2.7 Summary 

Chapter two dealt with the literature review which mainly comprised of studies that have 

been undertaken in relation to operation strategies and retention in the insurance industry 

in Kenya. Additionally, three emergent theoretical positions (service approach, industrial 

marketing and general management approach) to customer retention management have 

been reviewed. The next chapter is on the research methodology. 

2.8 Conceptual Framework 

Independent variable    Dependent Variable 

 

 

 

Quality Service Delivery 

 

 

Figure 2.1 Conceptual Framework  

  

Consumer Segments  

Customer retention 
Emerging markets 

Business Model 

Quality Service Delivery 
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CHAPTER THREE 

RESEARCH METHODOLOGY 
 

3.1 Introduction 

Chapter three looked into the how the research was going to be conducted. It dealt with   

the research design and process, target population and how the data will be collected. The 

research tool used is in Appendix 1. 

3.2 Research Design 

The research design used was descriptive and the target population was a census. Kothari 

(2004) descriptive research includes describing the state of affairs as it exist it the present 

using fact-find questions. A descriptive research design aid in describing the traits of the 

variables of interest in a situation and portrays the characteristics of a particular situation 

and it has the advantages of accuracy and flexibility (Kombo & Tromp, 2006). 

3.3 Population of the Study 

The Studies target population was described as all insurance firms recognized by the 

AKI. They are 55 in number (IRA, 2016). These firms will include. 

3.4 Census 

The study shall adopt a census technique. The technique shall involve sending 

questionnaire to all the insurance firms. The researcher mainly targeted operations 

managers if available, and in their absence, marketing managers acted on their behalf 

insurance firms. 
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3.5 Data collection 

The main source of data was Primary data. The Primary data was collected by a 

questionnaires. It consisted of three sections with the first section collecting general 

information including the bio data of the respondents, second section collecteddata on the 

various operational strategies Employed by the insurance firms and the final section 

collected information that aimed at establishing the relationship between the operations 

strategies and customer retention. 

 

3.6 Data Analysis 

Editing, coding and tabulation were the initial stages of data analysis of the data this were 

in accordance to the research questions. The raw data was and loaded into Statistical 

Package for Social Sciences (SPSS) for analysis. Mean and standard deviation were the 

descriptive statistical tools employed findings. X2was utilized to find out the differences 

in strategies Employed by different types of insurance firms. 

The information was present using bar graphs; frequency tables, standard deviation 

means, and percentages. The information was to supply three purposes in relation to the 

research objectives: one was to establish the operations strategies used by different 

insurance firms, secondly to establish whether the nature of the firm dictate which  

strategies were employed and finally to determine relationship between the operations 

strategies employed with customer retention in insurance firms in Kenya. 
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CHAPTER FOUR 

DATA ANALYSIS, PRESENTATION AND INTERPRETATION 

 

4.1 Introduction 

Chapter 4 presents data analysis, findings, presentation and interpretation of findings. The 

aim of the study was to establish the extent to which operation strategies employed relate 

to customer retention. Descriptive statistics was used to analyses the data while 

frequencies, percentages and standard deviation aided the researcher to interpret the data.  

4.2 Classes of the insurance firm 

Most respondents interviewed (65.3%) were from general insurance (34.7) were from the 

life insurance firms.  

 

Classification of insurance firms 

Figure 4.1: Classification of insurance firms 

 

General insurance

Life Insurance
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General insurance business had the majority of respondents. Therefore, operation 

strategies used will be most aligned to general insurance business since they are majority. 

This leads to the conclusion that there are more general insurance firms. 

4.3 Respondents characteristics 

Manager‟s position, work experience and the professional qualification was the 

information sought after and the present as below 

4.3.1 Respondents Title 

The title held by the respondent are presented in the graph below. Majority of them were 

Operation manager (70%) and Marketing manager (30%). 

 

Figure 4.2: Respondents title by respondents 

 

It is evident that majority of the respondents were from the operation department this 

indicates the majority of the respondent will be subjective and bias toward linking 

strategies the overall customer retention. 
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4.3.2 Industry Work Experience 

The table below shows the statistic relation to work experience the average number of 

year worked was 4 years. The total population total N=55 respondents with a standard 

deviation of 1.720. The majority of the respondents has worked for 4 year in the industry 

shown by a Mode=4 which corresponds the mean. The responded with the least work 

experience was 2 years and the one with the highest was 8 years. 

Table 4.1: Professional qualification held 

N  55 

Mean  3.84 

Median  4.00  

Mode  4  

Std. Deviation  1.720  

Minimum  2  

Maximum  8 

 

With a mode of 4, this indicates that the respondents had reasonable experience gain in 

the amount of time they held the position to understand the various operations strategies 

implemented by their firms and the impact on customer retention. 
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4.3.3 Professional qualification and Experience 

Majority of the respondents at 82.5% were industry professional on the other hand 17.5% 

possessed other qualification that were not insurance profession relevant professional. 

The show that some insurance firm don‟t employ professional in the insurance field 

 

Figure 4.3: Possession of relevant professional qualification 

 

4.4 Presence of Operations Manager in the Insurance firms 

The study noted that majority of insurance firms had operation department and managers. 

70% of respondents reported that their firms had operation manager while 30% reported 

the lack of operation managers in their firms. The researcher sort to find out who 

operated as the operation manager in firms that lack one ant the response is as in table 

below. 

Proffessional 
82% 

Non - 
proffessional 

18% 
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Figure 4.4: Presence of operations manager in insurance firms 

 

Majority of the insurance firm had and operation manager as indicated above, the also 

noted that some insurance firms had no operation managers. The above presentation goes 

to show that insurance firms have understood the importance having an independent 

department to oversee the smooth running of the firm. The existence of operations  

managers  qualifies  the  responses  that their exist a relationship between operations 

strategies adopted and customer retention of the insurance firms. 

4.4.1Availability of Written Operation strategies 

Approximately a third of all respondents interviewed (75.0%) reported existence of 

documented operation strategies within their firm while only 25.0% indicated that their 

firms lacked one. 

 

Present 
60% 

Not Present 
40% 
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Figure 4.5: Availability of written operation strategies that contributes to overall 

customer retention in the insurance firms 

 

The fact their exist a document showing all the strategies employed impacts positively on 

this study since reference can be made whether the strategies are still operational and how 

often the mentioned strategies are changed also reference can be made as to impact of the 

strategies on customer retention. These documented strategies make for easy comparisons 

4.4.2 Influence of Operations Department on customer retention in the Insurance 

firms. 

Slightly over a third of all respondents (76.4%) indicated that the existence of a operation 

department in their firms contributes positively to high customer retention in the 

insurance firms with (23.6%) reporting that operation strategies have no impact on 

customer retention in the organizations. This leads to the conclusion that operations 

department is significantly important in improving customer retention in the insurance 

firms. 
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Figure 4.6: Does presence of operations department contribute to customer 

retentions in the insurance firm  

 

As shown above operations department lead to improved customer retention in the 

insurance firms. Studies done by Malinga, (2004) and de Waal,(2007) indicated that a 

well thought our operation system has greater predictive validity and leads to improves 

customer retention than one which isn‟t. 

4.5 Operations Strategies Applied by Insurance firms 

The study brought to light the fact that the entire insurance industry firm to a greater 

extent applied the operation strategies mentioned below. It is evident that the respondents 

could positively perceive emerging markets, quality of service delivered and customer 

segmentation were strategies implemented in their firms and had the following means 

(4.06, 4.93, and 4.67)  

 It was clear that respondents had a positive perception that consumer segments, 

emerging market and quality service delivery were much applied operation strategies in 
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the sampled insurance firms as indicated by the following means (4.67, 4.06 & 4.93) 

respectively. While significant number of respondents reported business model being 

either much or very much applied, A good number at 29.1% were of the contrary opinion 

that it was little of very little applied. 

Table 4.2: Extent insurance firms apply the above operations strategies 

 

Operations 

strategies  

N  Mean  Very 

much  

Much  Moderate  Little  Very 

little  

Emerging 

market 

strategies  

55 4.06  45.8%  31.9%  8.3%  9.7%  4.2%  

Quality 

service 

delivery 

strategies 

55 4.93  94.4%  4.2%  1.4%  -  -  

Consumer 

segments 

strategies  

55 4.67  80.6%  9.7%  6.9%  1.4%  1.4%  

Business 

model 

strategies  

55 3.47  33.3%  19.4%  18.1%  19.4%  9.7%  

 

The information present above lead to the conclusion that most insurance firm are 

concerned with the quality of service delivery to their client with the highest mean of 

(4.93) which lead to increased customer retention.  Insurance firm can create competitive 

advantage over other firms through successful implementation of Consumer segments 

strategies this advantage can be realized through focusing on the mass market while 
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emerging market strategies can be to tap into upcoming markets. The least important is 

business model strategies due to the fact that it is of no much importance to customer 

retention. 

It was also observed that operation strategies were changed frequently giving minimal 

time to any particular strategies hence sufficient results could not be sufficiently observes 

4.6 Correlation Analysis of Operation Strategies and Customer Retention 

 

The study carried out a correlations test to establish how the operations strategies related 

to the customer retention in the insurance industry in Kenya assemblers. The findings are 

shown in table 4.6 

Table 4.3 Correlation Analysis of Operation Strategies and Customer Retention 

Operation strategies Mean Std Dev 

The customer segmentation strategies have 

resulted in increased customer retention in 

your firm 

4.2674 

 

0.3975 

The emerging market  strategies has been 

contributed greatly to customer retention 

3.6669 0.4911 

The operation strategies of quality service 

delivery contributed to customer retention 

4.6060 0.5519 

The business model strategies result in 

increased customer retention in the 

insurance firm company 

3.4852 0.5774 

Overall 4.0064 0.5045 
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The null hypothesis that there is no relationship between operation management and 

customer retention was tested at 95% confident level using the t-test. Customer retention 

was measured using five years average customer retention for each firm. Operations 

management score was achieved by determining the score of each firm from the 

questionnaires. Mean difference in customer retention was compared with mean 

difference in the operations management strategies adopted by both firms. The t value 

obtained was 4.7304 while the critical t at 95% (two tailed, degree of freedom 2) was 

2.57. This implied that the computed t was falling on the rejection area and hence null 

hypothesis that there is no relationship between operation management and customer 

retention was rejected and alternative hypothesis that there is relationship between 

operation management and customer retention was accepted. 
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CHAPTER FIVE 

SUMMARY OF FINDINGS, CONCLUSION AND 

RECOMMENDATIONS 

 

5.1 Introduction 

In this chapter we will look into the summary of the study, its findings, 

conclusions and what it recommends. Further areas of study will also be 

recommended in this chapter. 

5.2 Summary of the study 

The aim of the research was to find out the impact of operation strategies on customer 

retention amongst insurance firms in Kenya. Furthermore, it delved into the various 

operational strategies adopted by insurance firms in order to gain competitive advantage 

in the industry.  The study also looked into the different aspects those insurance firms‟ 

priorities as significant to their operations with the aim of achieving improved customer 

retention. The study objectives were to examine operation strategies adopted by insurance 

firms in Kenya, investigates if customer retention is depended on the operation strategies 

used, and finally to determine the relationship between operation strategies and customer 

retention in insurance firms in Kenya.  

This research utilized a census design and was aim at operation managers of all the 

insurance firms in Kenya. In the absence of operation manager, marketing manager were 

selected since they were considered to be well vast with the operation strategies and rate 

of customer retention.  
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Due to ethical requirement an official introductory letter was sought from the university 

of Nairobi. Number were categorized and assigned to open ended questions. Descriptive 

statistics such as variability and measures of central tendency were used. The study also 

employed the use of median, mean and mode. 

5.3 Major Findings of the study 

Findings will be presented in this section and will be organized into subsection based on 

demographic information, presence of an operations manager, Change of operations 

strategies, and the influence of operation strategies on customer retention. 

5.3.1 Demographic findings 

The research found that majority of the respondents was operation manager (70%) and 

Marketing manager (30%). The study also found that the average work experience was 4 

years. A large number of respondents (63.5%) reported to be professionals in the 

insurance field whereas 36.5% were not insurance professional qualification. The result 

shows that some insurance companies  

5.3.2 Presence of Operations Manager 

 The majority of insurance firms at 60.8% had operation department will 39.2% of 

Kenyan insurance firms operate without the operation department. Operation in insurance 

firms that had no operation department, the operation role was handled by branch 

manager and marketing manager. About 75% of all insurance firms has written operation 

strategies which represent almost a three quarter of the firms in the country while 25.% 

did not have documented strategies  . 
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5.3.3 Change of Operation strategies 

Most insurance firm change their operation strategies often with little time for the 

strategies to be fully implement and the result to be properly ascertained. This affected 

majority of the firms, this might the contributing factor to the low customer retention 

reported in some firms. 51.7% which represent slightly more than half reported that  

operation strategies were a management function and manager were in charge of the 

changers 31.0% argued that was the board while 15.5% reported that consultant 

contribute the most to changes. A further, 1.7% of the respondents reported that other not 

mentioned above were involved. 

5.3.4 Influence of Operation strategies on customer retention 

Slight over a third of all respondents 76.4% reported that the operation department in the 

firms contributed significantly to improved customer retention will 23.6% contradict the 

argument reporting that there was no link between the two. The finding bring  the light 

the importance of operation strategies to improved customer retention in the insurance 

industry in Kenya. 

5.4 Conclusion 

This section was derived from the set objectives which included operation strategies 

adopted; customer retention and impact of operation strategies on customer retention on 

Kenyan insurance firms. Operation plays a key role the overall success of the firm 

through attraction and retention of customer. In business it cheaper to retain a customer 

than to get a new one, and firms that are able to retain in this competitive market will 
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survive into the future. Manager need to streamline their operation to meet customer 

expectation and supersede them in order to meet the bottom-line.   

5.5 Recommendation  

The study was conducted in the insurance industry which quite complex in it undertaking. 

The industry has to distinct segment (life and general insurance) and the all require 

different operation strategies which one of the major limitation this study. the study could 

not explain every variable that lead to customer retention more study need to be 

conducted on the factors customer satisfaction play on customer retention and how 

customer satisfaction scheme relate to operation strategies how the influence customer 

retention.  

 

. 
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APPENDIX A: DATA COLLECTION QUESTIONNAIRE 

This questionnaire is designed to gather information on operation strategies and customer 

retention in the insurance industry in Kenya. You have been identified as a respondent for 

this study. Kindly take a little time out of your busy schedule and fill this questionnaire. 

Your responses will be completely anonymous and will be used by the researcher for the 

purpose of this study only. All the information in this questionnaire is confidential. You 

are therefore requested not to write your name anywhere in questionnaire. 

Section A: Demographic Information 

Kindly respond to each question by writing/ ticking in the appropriate response. 

1. Nature of Business? General [  ] Life [  ]  

2. What is your Department?  Operation   [  ]  Marketing [   ] 

3. Indicate your experience working with the insurance industry in Kenya 

Below 1 year  [     ]                              1-5 years  [     ]    

6-10 years  [     ]                             11-15 year  [     ]  

16-20 years  [     ]                             Over 20 years             [     ] 

4. Indicate the number of years you have worked in your current department 

Below 1 year  [     ]                              1-5 years  [     ]    

6-10 years  [     ]                             11-15 year  [     ]  

 16-20 years  [     ]                             Over 20 years             [     ] 
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Section B: Operation Strategies 

Indicate using a tick ( ) the extent to which you agree or disagree with the following 

statements. 

1. Does your firm have an operations manager? 

 

YES [     ]                 NO [     ]                              

 

2. Is there a definite operation strategy that you think contributes to customer 

retention in the firms? 

 

YES [     ]                              NO [     ]                    

 

3. In your opinion does operation strategy contribute to the overall retention of 

customer in the firm? 

YES [     ]                              NO [     ]                              

 

4. To what extent does your insurance firms apply the following operations 

strategies? 

 

5. What are the three most important goals of your strategy?  
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Rank the options below in order of their importance (on scale of 1-5, 

where 5 most important, 4 important, 3 neither important nor unimportant, 

2  unimportant and 1 most unimportant)  

Use a 5-point scale: 1.Very little 2. Little 3.Moderate 4.Much 5.Very 

 1 2 3 4 5 

Operation strategies       

Consumer segments       

Emerging markets       

Business model       

Quality service delivery       

 

6. How often is the operation strategies changed? 

Often ( ) 

Quite often ( ) 

Very often ( ) 

Not at all ( ) 

   

7. What differentiate your insurance firms in the industry from the Competition? 

Rank the options below in order of their importance (on a scale of  

 

Section E: The Relationship between Operation strategies and Customer Retention 
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Indicate using a tick (  )  the extent to which you agree or disagree with the following 

statements using the following key, SA - Strongly Agree,A– Agree,U – Undecided,D – 

Disagree, SD - Strongly Disagree. 

 SA A U D SD 

Because of our operation strategies our customers remained loyal 

to our products 

     

We have been able to establish long term relationship with our 

customers 

     

Our inherently good services operation strategies have ensured a 

constant market for our products/services 

     

We have developed varied services to meet all our customer 

range and expectations 

     

Our operations strategies have enhanced the company‟s 

customer retention in production and service delivery 

     

Our commitment to quality service delivery has promoted our 

reliability in the market 

     

We have developed strategies to ensure that we understand all 

our customers present and future expectations 

     

We serve our customers with dignity and respect which has 

helped in creating customers loyalty  

     

We offer post sales services to find out how the customers feel 

about our services/products. 

     

Our quality commitment and customer focus look into both 

present and future expectations of the customers 

     

 

Thank you for Your Cooperation. 

 


