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ABSTRACT

This study was carried out on mobile telecommurocatirms in Kenya to evaluate the
strategic responses to competitive environmentrawdthey were effective in improving
performance. Four mobile telecommunication firmgeveglentified: Safaricom, Airtel,
Orange and Yu. Data collection was made throughiradiration of questionnaires to
employees working in these organizations. Competitis a major environmental
influence to business growth. In order to be sostae, firms have to respond
strategically to such factors. Different firms hadopted tactics against these challenges.
Results indicate that different companies adogeriht strategies namely popularity of
the brand name, reduction of prices, offering dro¢l customer care, investing in
advertisement, increased expenditure on reseamtgeting corporate customers,
outsourcing on non-core functions and developingtamized solutions for different
market segments. The study recommends adoptiontrafegies that have proved
successful across the four firms to gain more frth@ increased competitive space.



CHAPTER ONE:
INTRODUCTION

1.1. Background of the study

Firms have to respond strategically to environmefatetors in order to be sustainable
(Hamel and Prahalad, 1993). One of the environnh@nflaences to a business arises
from competition. Increased competition threatdres dttractiveness of an industry and
reducing the profitability of the players. It exegressure on firms to be proactive and to
formulate successful strategies that facilitateitpuas response to perceived and actual

changes in the competitive environment.

A company has competitive advantage whenever ibhasdge over its rivals in securing
customers and defending against competitive fo(@&@®mpson & Strickland, 2002).

Sustainable competitive advantage is born out o competencies that yield long-term
benefit to the company. The rapid growth of the ieotelephony sector in Kenya has
acted as a major catalyst to triggering competitibine services sector is increasingly
becoming a dominant force in the world economy thredefore deserves much attention.
The objective of this study is to determine theatstgic responses by Kenyan mobile

telephony firms to the competitive environment.

1.1.1.Strategic responses

Many managers are finding out, sometimes the hag that the business environment
in increasingly changing, and that the old rulesndb apply anymore. To compete in

today’s rapidly changing environment, new strategisponses are required that most
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managers may have never thought possible. In addithanagers must understand that at
the heart of these new strategic responses is ativevmanagement through advanced
information technologies. Thus, businesses areimmaomisly evolving and to match the
advances in the technological world. Environmemtahnges shape opportunities and
challenges facing organizations. One of these dmmg competition. An organization
needs to respond to competition, timely and appaitgdy, in order to remain successful.
This is by adopting a strategy that fits with therent environment it is operating in. In
order to respond effectively, the organization setedassess the direction of the change,
speed of the change and its response capability. stitategy adopted in response to
competition must fitymatch the activities of theyanization to the environment. It must

build sustainable advantage and improve the conipgeyformance.

In order to identify the best strategy, strategmalgsis must be conducted before. A
company that responds to competition without aegpais like a ship without a rudder,
going around in circles. Strategic analysis willghelentify the company’s competencies
(strengths) and vulnerabilities (weaknesses). It also help the company to identify

conditions it can turn to its advantage (opportasjtand those that can hurt it (threats).

1.1.2.Competitive environment

Succeeding in the present, rapidly changing coripetenvironment is a challenge to
management. Everything seems to be changing: nsarketistomer demands,
technologies, global boundaries, products and gss= In the midst of these seemingly

overwhelming changes, managers are being askea@lke oritical competitive decisions



that will affect not only the present position béir firm, but also its future success. Any
successful organization has to look at the compaetiand moreover, be aware how it can
influence its strategy. The business environmenteiy dynamic and is increasingly
changing. New entrants are coming in every day.t@oers are increasingly making
unique and unpredictable product demands. The bpegrdield is becoming more

competitive day by day and firms have to changeitagrder to remain relevant.

One way to look at competition is by industry aisedy Competition drives down rates of
return on invested capital. If the rate is competitit will encourage investment. If not,

it will discourage competition. Porter (1980) lodkat the forces influencing competition
in an industry and the elements of industry stmecta’he forces are threat of new
entrants, threat of substitute products, macrmfadike changes in technology and micro

factors like customers' or buyers' changing needs.

Sustainable competitive advantage comes about biprpeng different activities in

different ways. Strategy is about being differenint rivals. In order to react effectively
to competition, the mobile telephony firms mustntly: the competitors, strategies used
by the competitors, performance of the competitmrd moves they are likely to make. It

also needs to know the competitors’ strengths asaknesses.

1.1.3.The Telecommunications Industry in Kenya

The Kenya telecommunications landscape is quickbpMeng, now having a total of four

players. These are: SAFARICOM, AIRTEL, ORANGE ant.YThe mobile telephony



market in Kenya has an estimated subscriber bas2loMillion. With a national
population of 38 Million, it means that about 50%tloe market has not been reached.
This is one of the reasons why the telecommunicatiadustry in Kenya is becoming

highly competitive and attractive.

In the telecommunications industry in Kenya, foéomsa long time has been on the 2G
technology. This is"® generation technology whereby users are abledaher phones

primarily for voice and SMS services and low-spéagrnet access. 2G technologies
involve a user being allocated a circuit of whiakidie occupies for the entire period of
the call and no other user can occupy the circthis eventually translates to fewer

throughputs even with huge network resources dvaila

However, since the year 2007, focus has changed #G to 3G. In 3G technologies,
users are able to use the network to access hagdgpternet services, make video calls
and video conferencing. Several users can traremitreceive data simultaneously using
the same channel. This boosts the throughput dgpatithe network. With 3.5G
technology, it is now possible to do video-streagniih will go a long way in enhancing

the era of digital TV.

In Kenya, the telecommunications industry is retpdaby the CCK. CCK is enhancing
the change in the landscape of telecommunicatio&nya by issuing licenses to more
players. Three years ago, there were only two ptag®afaricom and Zain). Two more

players have been licensed i.e. Orange and Yu. Naorng players may come into the
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market very soon since it's now easy to acquireSMGicense. Number portability has
been introduced. This is one of the key revolutigrteends in the telecommunications
sector. With this technology, subscribers are &bknjoy the services of another network
provider even without changing their numbers. Tmisans that, if one provider is not
offering a particular service, subscribers can dwiand use the services from other

operators. This is forcing operators to improvdlmservices they are offering.

Safaricom Limited

Safaricom Limited is the leading telecommunicati@esnpany in Kenya. The Mobile
subscriber base for Safaricom has grown steadily tecord high of 16 Million, which
represents 76% of the total market share in justebts of operation. Safaricom Limited,
started as a department of Kenya Posts & Teleconuations Corporation. TELKOM
launched operations in 1993 based on an analog@d&€EThetwork and was upgraded to
GSM in 1996 (license awarded in 1999).Safaricomitdthwas incorporated ori*3April
1997 under the Companies Act as a private limiigloility company. It was converted

into a public company with limited liability on T8viay 2002.

The Government of Kenya, held a 60% shareholdinghat time of incorporation.

Safaricom was thus a state corporation within tieammng of the State Corporations Act
(Chapter 446) Laws of Kenya, which defines a statgoration to include a company
incorporated under the Companies Act which is owmrecontrolled by the Government,

or another state corporation. The remaining 40%#edtolding was owned by UK based



Vodafone group Plc. Until 2bDecember 2007, the GoK shares were held by Telkom
Kenya Limited, which was a state corporation urtderAct. The Government of Kenya
transferred 25% of the shares it held in Safaritorthe public in March 2008. The GoK

thus ceased to have a controlling majority in Seden.

Airtel Kenya Limited

Bharti Airtel Limited is a leading integrated tetasmunications company with
operations in 19 countries across Asia and Affidee company ranks amongst the top 5
mobile service providers globally in terms of suiisers. The company's product
offerings include 2G & 3G mobile services, fixeddj high speed broadband through
DSL, IPTV, DTH, enterprise services including natb & international long distance
services to carriers. Bharti Airtel had over 244lion customers across its operations at

the end of January 2012.

Airtel was launched in Kenya in 2000 as Kencell aebdranded to Zain in 2008 and
finally Airtel in 2010. It offers a host of valuadded services including Airtel Money,
Prepaid and Postpaid plans, International roamihgcal and international text
messaging, 24-hour customer care centre, Interoe¢sa and Mobile Top up. Its
customer base is growing tremendously - so isat®iage and service quality, which is
considered the best in the county. Airtel is now #f largest mobile telephony firm in

Kenya, after Safaricom.



Orange Mobile

In the year 2008, Telkom Kenya's partnership widmEe Telcom Group, saw the launch
of the Orange brand in Kenya. Orange bought 49%h@ftompany’s shares leaving the
balance of 51% to the Kenyan Government. Their nevporate identity “ORANGE”
was inspired by new investments and a fresh newoapp to doing business. This was
the beginning of a new and exciting journey for Kbeh Kenya Itd. Telkom Kenya

adopted the brand “Orange”, influencing its missigion, values and strategy.

Orange plays a prominent role in the informatiod aammunications technology sector,
serving thousands of Kenyans across the country.cbimpany currently has a customer
base of approximately 1,000,000 customers on GSkk&dfand CDMA wireless

platforms, with a country-wide presence.

Yu Mobile

Essar Telecom Kenya is Kenya’'s fourth mobile caluhetwork under the brand
“yuMobile.” Launched in December 2008, yuMobile msted the fastest network rollout
speed in the region, by achieving countrywide cagerin approximately 10 months
from launch. Currently, the network has a subscrii@se of over 2.3M subscribers and
offers subscribers competitive call rates. Itsfitarifer is not only simple but the lowest
in the market, ensuring that communication is alfordable to the people at the bottom
of the pyramid. With a focus on being the bests&ealistribution company in Kenya, it

has continued to work diligently towards claimirtg place in the mobile telephony
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market by successfully unveiling exciting packagggeting various market segments. In
this new wave of technology, it has opted not derghing by itself and therefore has
formed various key partnerships. It believes inatirg enduring relationships with its
business associates. This has seen it forminghedi|with companies that are experts in
their fields in order to ensure excellent serviadivery. Its service offering includes
Voice, SMS, Mobile Data, Mobile Money Transfer (yagh), Electronic Mobile top-up
(Eneza), Caller Ring Back Tones (Dunda), MMS artérimtional dialling, with much

more in the pipeline.

1.2. Research Problem

Many firms have come to rely on changing strateagyysfistaining competitive advantage
and creating customer value. Due to increasedagiration of businesses, strategic
change is gaining importance worldwide for varisaasons which range from market
access to reduction of risk. Mobile telephony firere especially affected by increased

competition arising from similarities in the prodsi@nd services offered.

After the entry of new players into the Kenya mebiklephony market, Orange and
YuMobile, all the players have had to change sfpat® as to retain and/or tap in more
customers. While there was a near monopoly befaite Safaricom having holding 80%

of the market share, the four players now havéhtmge strategy as they all offer similar
products and services, and thus differentiationelsy important. The mobile telephony
firms have had to come up with new products andices, and ways of doing business in

order to maintain hold on market share and custdoyeity.



Several researchers have analyzed strategic respdascompetitive environment by
mobile telephony firms in Kenya. Mwania (2011) ahanui (2008) researched on the
strategic responses by Telkom Kenya towards theeastng competition in the
telecommunication industry. Munyoki (2007) looked $afaricom’s responses to
competition. Most of these researchers studiedegfi@ responses to competition by
specific mobile telephony firms. Wambua (2011) stddstrategic responses adopted by
mobile phone companies to changes in the teleconmamion industry. He looked at the
responses to change in general. This study therefiars to breach the gap by analyzing
all the mobile telephony firms in Kenya. It aimsaonswer the question: What strategies
have been adopted by mobile telephony firms in lkenin light of increased

competition?

1.3. Research Objectives

This study reviews the mobile telephony firms ire ttelecommunications sector in
Kenya, Safaricom, Airtel, Orange and Yu. The stiglypased on a review of strategic

responses to competition employed by these firntis e following objectives:

i.  To determine strategies adopted by mobile telepliiomg in Kenya, in response
to increased competition.

ii.  Evaluate the performance of the firms to assessgffieetiveness on the strategies
adopted.

iii.  To give policy recommendations based on the fingliofig(i) and (ii) above.



1.4. Value of the Study

The study will be invaluable to the firms’ manageim that it will provide an insight

into the successes of the present strategies lmmgoyed and others which may be
implemented later, and how they could be used tsurencompetitive advantage. The
study will also be important to the governmenthia tletermination and establishment of

a regulatory/legal framework for the telecommunarat industry in Kenya.

This study will help improve on literature on thedeicommunications industry in Kenya.
It will further be helpful to other companies in rkets which face similar competitive
circumstances and also to business students whotwistudy various market dynamics

in a continually changing environment.
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CHAPTER TWO:
LITERATURE REVIEW

2.1. Introduction

This is a review of past studies on dynamic contipetienvironments and how
organizations identify and respond strategicallythem. The focus is on the mobile

telephony firms in the telecommunications indugtriKenya.

2.2. Concept of Strategy

A strategy is the commercial logic of a businesat ttiefines why a firm can have
competitive advantage. Strategy is what a compargs écind how it actually positions
itself commercially and conducts the competitivétlba(Koch, 1988). Strategy is the
direction and scope over the long term, which adseadvantage in a changing
environment through its configuration, resourcesl @ompetences, with the aim of

fulfilling stakeholder expectations (Johnson Sch@ewhittington, 2005).

The word strategy is derived from two Greek worsisatos (army) and ago (ancient
Greek for leading). While it has no single defimitj strategy may be seen as a
multidimensional concept that embraces all thecalitactivities of an organization. The

lack of a single definition points to the selectatéention given to the various aspects of

strategy by different authors (Aosa, 1992).
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Mintzberg et al (1999) defines strategy as theepattor plan that integrates an
organization’s major goals, policies and actionusgges into a cohesive whole. They
view strategy as a ploy, pattern, position, plad parspective. Strategy as a ploy is the
action taken by an organization with the intentafroutwitting its rivals. As a pattern,
strategy emerges without preconception from a s@fiections visualized only after the
events it governs. Strategy as a position is a medncompetitively positioning an
organization in its external environment. As a plstnategy specifies a deliberate course
of action designed before the action it governs|ends a perspective, strategy reveals an
organization’s perception of the outside world. éwetkng to David (2007), strategy can
be described as the unique and distinctive actithad a company takes on the

organizations value chain to achieve a competdthantage.

It is the winning plan that an organization haglace to remain competitive. Strategy
must be geared to the success of the organizaBoocessful strategies have key
ingredients: the organization must set clear, stmgid long term goals that it pursues
into the foreseeable future. Strategies that sughese goals will therefore be necessary
to sustain continued growth. Business strategy ldhte developed after thorough
understanding of the competitive environment. Bessn competitive environment
includes both internal and external factors. A idedaunderstanding of these factors
ensures strategy is aligned towards competitivenésse organization. Organizational
resources need to be appraised objectively andamguvhile effective implementation

will greatly determine how successful a businessgeqy is.
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2.3. Competitive environment

Competition is a key feature in any vibrant econon@ustomers want services quicker,
cheaper, and they want it their way. The fundamentantitative and qualitative shift in
competition requires organizational change on ampresedented scale. Today, an
organization’s sustainable competitive advantageulsh be built upon its corporate

capabilities and must constantly be re-invented{y@011).

The concept of Sustainable Competitive Advantagpeaped in 1984, when Day
suggested certain types of strategies to sustaicdmpetitive advantage. The term SCA
was proposed by Porter in 1985, when he discussedbasic types of competitive
strategies firms can follow (low cost, differeniitet and focus) to achieve SCA (Slater
and Naver, 1995). There is no common meaning fomjzetitive advantage’ in practice
or in the marketing strategy literature. Sometirttesterm is used interchangeably with
distinctive competence to mean relative superiomtyskills and resources. Hoffman
(2000) summarizes all previous works which deahvwBICA. Based on the analysis of
different perspectives found in the literature heposed the following definition of SCA:
A SCA is the prolonged benefit of implementing samméque value-creating strategy not
simultaneously being implemented by any currergaiential competitor, along with the

inability to duplicate the benefits of this strageg

Competition is seen as a state which produces damghe whole economy, through
promoting consumer sovereignty. It may also leadvésted (duplicated) effort and to

increased costs (and prices) in some circumstafgéh. a small number of goods and



services, the cost structure means that competitiayp be inefficient. These situations
are known as natural monopoly and are usually plybfrovided or tightly regulated.

Experts have also questioned the constructivenesempetition in profitability. It has

been argued that competition-oriented objectives apunterproductive to raising
revenues and profitability because they limit tpgians of strategies for firms as well as
their ability to offer innovative responses to ches in the market (Armstrong, 1994). In
addition, the strong desire to defeat rival firmghwcompetitive prices has the strong

possibility of causing price wars (Greene, 2007).

Three levels of economic competition have beensdlad. The most narrow form is
direct competition (also called category or brammmpetition), where products that
perform the same function compete against eachr.off@ example, a mobile firm
competes with another mobile firm. The next formsigbstitute competition, where
products that are close substitutes for one anotbenpete. The broadest form of
competition is typically called budget competitidncluded in this category is anything

that the customer might want to spend their avhalaimoney on (Porter, 1985).

It should also be noted that business and econcompetition in most countries is often
limited or restricted. Competition often is subjéztiegal restrictions. Competition may
be legally prohibited as in the case with a goventmonopoly. Tariffs, subsidies or
other protectionist measures may also be institbjedovernment in order to prevent or
reduce competition. Depending on the respective@oic policies, pure competition is

regulated by competition policy and competition i@irzner, 1982).
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The competitive environment, also known as the etaskucture, is the dynamic system
in which a business competes. The state of thesyas a whole limits the flexibility of
your business (Mack, 2009). World economic condgidor example, might increase the
prices of raw materials, forcing companies thatpbypour industry to charge more,
raising your overhead costs. At the other end efdtale, local events, such as regional

labour shortages or natural disasters, also afiectompetitive environment.

In addition to direct competitors, some businesdss face competition from providers
of dissimilar products or services (Porter, 198%). example, a mobile firm offering data
services competes with other mobile telephony firimgt it also competes with data
network firms focussing solely on offering datavsees. The mobile firm is up against a

firm specializing in its core business.

Differentiating your product or service in a compe¢ environment entails developing
an element of your business that competitors ¢amtate (Porter, 1985). For example, if
a firm’s voice quality is similar to those of iterapetitors, customers have no reason to
go out of their way to use the firm’s service. Buhe voice quality is superior -- perhaps
clearer, and less congested -- customers wantitigrkservice will migrate to the firm

that provides it.
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CHAPTER THREE:
RESEARCH METHODOLOGY

3.1. Introduction

In this chapter, the research methodology adomtededet the objectives stated in chapter
one of the study is described. The research degigpulation, data collection, data
collection instruments and data analysis technicare$ presentation of the report are

outlined.

3.2. Research Design

The design of a study pertains to the strategybedule used to collect evidence to analyze
the findings and from which to draw conclusions€Berton and Millward, 2001). This
study employed a cross-section survElye justification for its use is because it enalihes
researcher to assess the degree of relationshigxisis between the mobile telephony

firms and analyses the correlation between them.

The design involved an accurate description of ssoaation between variables, concerned
with specific prediction, narration of facts andaddcteristics concerning the four different
firms. This research design minimized bias and maead reliability of the evidence

collected (Kothari, 1990).This study was done on representative sampleshef t

population which were compared before giving cosiclns.
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3.3. Target Population

The study population included all the mobile telaocaunication firms in Kenya:
Safaricom, Airtel, Orange and Yu. The respondengsewdrawn from employees in
departments tasked with formulation and implemémaof strategy in all the mobile
telephony firms. From the results, Safaricom Ltd b highest number of employees in
this department, nine, followed by Airtel with swhile the rest of the firms, Yu and

Orange, had five and three, respectively.

From Safaricom, the Head of department, four ptojeanagers and 4 project officers
were interviewed from the Strategy and Planningadepent. Six section heads gave
their feedback from Airtel, drawn from the Businédanning and Analysis unit, which
encompasses the sales team. For Orange, the respenaere from the Marketing and
Strategy department. Yu Mobile respondents werenftbe Strategy and Operations

department.

3.4. Data Collection

The researcher used both primary and secondary Elataary data was obtained using
structured questionnaires which contained both gpehclosed questions. This method
was chosen because if administered properly, tha dallected is free of bias.

Additionally, questionnaire as a tool is easy tostouct, has easy to follow rules and
principles for construction, and copies of the dioesaire reach a considerable number

of respondents.
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Pretested questionnaires were then administerexttiyiror mailed to respondents. Its
success depended on the willingness and honestgspbndents. Generally, responses
from questionnaires were objectified and standadiend this made tabulation easy. The
respondents filled out the self-administered qoestaire by grading each statement in
the questionnaire using the likert scale with &{iresponse scale where the respondents
were given five-response choices. The researchteddp use the likert scale because it
is easy to analyze, quick to collect data and slsmws a person’s feelings. On the other
hand, secondary data was obtained from existing tgsorts, administrative documents
and online resources. The documents meant to oorthie evidence from the primary

source.

3.5. Data Analysis

Since the study involved quantitative data, a nundfequantitative analysis methods
were used. The researcher used both descriptivengeréntial statistics. The descriptive
statistics concerned organizing and summarizing da@ at hand to make it more
intelligible. SPSS software, which includes a widage of statistical and graphical data

analysis functions, was used to analyze the data.

Tables and charts were generated and critical sisaind description of the outcome
made accordingly. Inferential statistics were thised to generalize and draw inferences
from the sample data to the entire industry. T@searcher used the organized and coded
data from the survey to determine the most pradtgteategies by presenting results in

frequency distribution tables, pie charts, sumneafigercentages and graphs.

18



CHAPTER FOUR:

DATA ANALYSIS, FINDINGS AND DISCUSSION

4.1. Introduction

This study was undertaken to review strategic nese® to competition by mobile
telephony firms in the telecommunications sectoKanya: Safaricom, Airtel, Orange
and Yu. The results in this section are based antyvthree responses i.e, nine from

Safaricom Limited, six from Airtel, five from Oraagnd three from Yu Mobile.

On the year of establishment, the oldest comparkignsector is Telkom Orange which

was established in 1999, followed by Safaricom and Airtel, both established in 2000,

while Yu mobile is the most recent to join the sedh 2008.

Table 1 Summary of data collected from mobile telephomgdir

Company | Year of Frequency | Percentage| Valid Cumulative
Name Establishment Percentage | Percentage
Safaricom | 2000 9 39.1 39.1 87.0
Airtel 2000 6 26.1 26.1 26.1
Orange 1999 5 21.7 21.7 47.8

Yu 2008 3 13.0 13.0 100
Total 23 100 100
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4.2. Competitive strategies

The following section offers an analysis of thekstelder views of the competitive
strategies adopted by the mobile telephony firmsKenya in light of increased

competition.

Popularity of the brand name

The popularity of the mobile telephony company’aral name was found to be a strong
competitive strategy according to stakeholders. tA# respondents agree or strongly
agree that a popular brand name is a strong cotiwpestrategy, with respondents

strongly agreeing for Safaricom while this is |efastOrange mobile.

10
8=
6 o
4«
> Popular brand name
L
€ -Agree
é o -Strongly agree

Airtel Orange Safcom Yu

Company name

Figure 1. Popularity of the brand name
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Acquiring qualified and skilled staff

The skill and qualification of the company’s stafbs ranked high among respondents
from Safaricom and least among respondents frontelAiHowever, the results are

contrasting among respondents from Yu mobile.

8
7
6 L
5
4 Qualified skilled st
34 -Disagree
-Neither agree nor di
2
sagree
= 1 lAoree
>
8 0 -Strongly agree

Airtel Orange Safcom Yu

Company name

Figure 2: Acquiring qualified and skilled staff
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Offering excellent customer care

The quality of customer care as a competition etnatfor mobile telephony firms was
also analyzed. Among the respondents from Airtginion is evenly distributed among
those who are indifferent, those who agree andhglycagree. A respondent from Yu and
Orange disagree that customer care is a competgivategy. Respondents from

Safaricom agree on the importance of customertoaadirm’s competitiveness.

7
6 o
5 o
4 o
Excellent customer ¢
3
-Disagree
2 -Neither agree nor di
sagree
1
= -Agree
]
O 0] -Strongly agree

Airtel Orange Safcom Yu

Company name

Figure 3: Offering excellent customer care
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Suitability of business location
Location was not considered as a very strong catiygestrategy. The respondents rated
it averagely with only Yu Mobile respondents ratimdnighly, probably because it is a

new company, and wishes to strategically positiselfi in the market.

4.5
40+
351
304
Location
-Stongly disagree
-Neither agree nor di
sagree
= -Agree
>
8 -Strongly agree

Airtel Orange Safcom Yu

Company name

Figure 4: Suitability of business location
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Improving in quality of products and services offeed

With all the competitors offering similar producispst of the respondents viewed this as
not such a strong strategy. This could be attribute the level of exposure of the
customers who mainly have mobile phones purely yoice and sms services.

Differentiation is not very keen to them.

6
5 o
4
3 Improving product qu
-Disagree
2
-Neither agree nor di
sagree
1
= -Agree
>
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Airtel Orange Safcom Yu

Company name

Figure 5: Improving in quality of products and services affir
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Emphasis on reduction of prices of products and seices

This was a very popular strategy with the Yu Mohdled Airtel. With a target of
capturing market share, the two focused on entisuigscribers with very low prices. The

main player, Safaricom, was most indifferent t@ #pproach as it aims to consolidate its

revenues.
8
7 4
6 o
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4 s
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Figure 6: Emphasis on reduction of prices of products andises
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Increased investment in advertisements

This strategy was most popular with the main plagafaricom. The other three firms
invested minimally on advertising as they wish tmimize their expenditure. In order to
maintain their hold on market share, Safaricomiiéng to spend much on advertising as

it anticipates greater returns, due to increasettremess.
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Figure 7: Increased investment in advertisements
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Offering promotions to customers

The responses here were varied. While Safaricomtlgrgave promotions to reward its
loyal customers and promote usage, Yu greatly tisisdstrategy to tap in on low-end
customers and gullible Kenyans who are excited Wik offers. Airtel's and Orange’s

respondents were divided and hence cannot be teaimadnajor strategy.
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Figure 8: Offering promotions to customers
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Offering Gifts and Incentives to Customers

Airtel came out strongly here due to the natur&efiyans to like free things. It is worth

noting that there is often a catch to the freelseas, calls within the same network only.
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304 m : :
Offering free gifts
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Figure 9: Offering gifts and incentives to customers
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Expansion of the business

The first three players, Airtel, Safaricom and @mngreatly agreed with expansion as a
strategy as the mobile penetration is still at 58%mobile is still a bit indifferent as it is

a new company and expansion would require masssarces.
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Figure 10: Expansion of the business
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Repositioning of the company in the market

The premier players, Airtel and Safaricom, do netwthis as a big bet as they have been
in the field for long and have amassed market shdre new players, Orange and Yu,
see it as a plus as it will help them re-brand laetter appeal to subscribers. It is a key

strategy to Orange, which is still associated whthold, unreliable Telkom.
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Figure 11: Repositioning of the company in the market
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Outsourcing of non-core businesses to external firm

The foreign firms, Airtel and Yu, have strongly atled this strategy as a means of
cutting down on costs and thus, concentrate orr e business. Safaricom is still
hesitant as it is a Kenyan company and wishesfegsgard local jobs, though the market

dynamics are forcing them to adopt it in some amgs cleaning services and field

contractors.
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Figure 12: Outsourcing of non-core businesses to externailsfirm
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Forming alliances with other companies

Aiming to better themselves and bid for greater apmities, all the companies are
venturing into alliances so as to better areas thay not be good in. It will also help

them raise capital for expansion.
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Figure 13: Forming alliances with other companies
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Offering cash discounts to customers
The above strategy has not been adopted widelyllbtye firms. This is because the

prices are at near rock bottom and further chamigeanwards would erode the profit

margins.
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Figure 14: Offering cash discounts to customers
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Offering credit facilities to customers

In a bid to entice subscribers and promote spendiey services have been developed
by all the firms to allow subscribers to use thevises upfront before payment e.g, Okoa

Jahazi. To reduce the risk of debt, there is a lionmiwhich subscribers can borrow.
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Figure 15: Offering credit facilities to customers
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Increasing expenditure on research and development

Realizing the importance of continuous improvemedtange and Safaricom have
greatly invested in R&D. This could be attributedthe government support they enjoy,
thus providing capital. Airtel and Yu are passivethis area, probably because their

investments are in the mother countries.
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Figure 16: Increasing expenditure on research and development
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Targeting corporate customers

All the firms are now targeting corporate customa&ssa means of increasing revenue.
Corporate customers return more, as compared taidindl customers. They also assure

a company of continued revenues even when retuensa.
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Figure 17: Targeting corporate customers
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Developing customized solutions for different markesegments

Having the largest market share, Safaricom hasgiyadopted this. Safaricom has the
flexibility of customizing its products for diffen¢ classes of subscribers, in different

areas e.g, ‘Campo tariff’, for university studen@range is specializing in the data

market.

8

74 —

6 [

5 . .
Developing customize

41 -Stongly disagree

34 |:|Disagree
-Neither agree nor di

sagree

H -Agree

Count

2
1+
0 i} |_|Strongly agree

Airtel Orange Safcom Yu

Company name

Figure 18: Developing customized solutions for different masegments
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Communicating to customers on new products’ availaitity

This is tied to availability of finances for adviemg and as seen earlier, Safaricom is

leadingthe pack. The other players opt to cost cut.
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Figure 19: Communicating to customers on new products’ avditgb
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Offering after-sale services to customers

This is a strategy aimed at attracting customealtgyand requires investment. Safaricom
has strongly adopted this and it can be attributedhe increase in number of loyal

customers and those willing to purchase produots fits retail shops.
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Figure 20: Offering after-sale services to customers
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Providing showroom display for products and service available

This has not been strongly adopted as most firmsaidave showrooms and the nature
of the customers is that most do not visit theilretfaops. They mainly seek help via

phone calls. Safaricom has an advantage becailsiolg many retail shops.
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Figure 21: Providing showroom display for products and sersiagailable
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CHAPTER FIVE:

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1. Introduction

This chapter synthesizes the data acquired fromctbss- sectional survey using the
outlined research methodology, at the backdrophnefproblem statement and objectives
of the research in order to draw conclusions anklentiae necessary recommendations to

the subject matter.

5.2. Conclusion

The overall objective of this study is to evaludle strategies adopted by mobile
telephony firms in Kenya, in response to increasmupetition. It is intended to answer
the research question, “What strategies have beepted by mobile telephony firms in
Kenya, in light of increased competition? Considgrithe research findings above,

different strategies have been adopted by therdiftdfirms with mixed results.

All the four firms are in business with an aim o€lieasing revenue and maximizing on
profit, while minimizing on costs. All the four firs hope to achieve this with the
strategies adopted. It is now over two years stheeenvironment became competitive
and the strategies adopted are starting to shawlitseSafaricom is riding on its popular
brand name and this has ensured increase in itdbengmthough there is a drop in
revenue owing to reduced call rates. There areetBabscribers who are willing to stick

to Safaricom even if competitors are offering rdmtom prices. Safaricom has also
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maintained its hold on market share because @xitellent customer care. They have a
dedicated call center that employs 1500 employegseomanent and pensionable terms
with additional benefits, which motivates them. Tdadl center is open 24 hours a day, 7
days a week. The customer care agents are alwagy te help. They have invested in

technology to ensure more calls get to the caltazeto ease the congestion that used to

be experienced in earlier years.

Further to these, they have 43 retail centers\at the country to offer customer service
to walk-in customers and thus relieve the call eenThis is also beneficial to the
customers who like a physical contact to assismth&he retail centers also have
showrooms where after sale service is offered, dfezharge. The staff are qualified and

well trained to serve customers.

Safaricom has maintained its lead in the marketdgyily investing in technology. They
were the first to launch 3G services when the otiperators felt it was expensive and not
necessary. They are now testing 4G technology adiness for deployment. It has
contractors from all over the world and a fullyefteed R & D department. Safaricom is
the biggest spender in advertisements in the cpamd these has helped it maintain its
popularity amongst Kenyans. Subscribers get to kabwew products and services via

the various media sources immediately they areclaech

Airtel has studied Kenyans habits and on realiXegyan callers to be price sensitive,

they have lowered their prices to near rock bottdiis helped to double its subscriber
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base within one year. They offer many promotiongntice customers and freebies to
encourage them to stay in their network. Other catitgrs have no option but to follow
suit, if they wish to continue gaining subscribefsrtel has outsourced most of its non-
core services. This has helped it cut on costs fands on its core business. The
drawback is that it has led to job losses and teduh bad publicity owing to various
strikes and go slows by the outsourced staff. $tfloamed alliances with other firms and
this has helped it bring in much needed expertrek additional capital. Realizing the
importance of a popular brand name, it now competiés Safaricom for advertising
space. This is gaining fruit and has helped iaseeoff the disadvantage brought about by

constantly changing name.

Orange has heavily invested in rebranding itselsao remove the old, negative tag
associated with Telkom. Previously, Telkom was esged with failure thus Orange

wants to come out as a new entrant with superidrbatter products. It has also curved
out the niche of being identified as the marketéran the data front. Realizing that the
voice market is congested, it has specialized ta darvices and is how competing with

the Safaricom as the provider of choice.

As the latest entrant into the voice market, Yu Mobhas had to do a lot to gain a foot-
hold. It opted to specialize in price reduction.isThas borne fruit as it has tripled its
subscriber base and surpassed Orange in subsodbdvers. Kenyans are very price
sensitive and will go for any offer that gives thantheaper option. Yu is offering free

calls within its network whole day and this is sewgdripples among the other players.
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5.3. Recommendations

From the research findings and the conclusions tiaae been made, the following
measures are recommended. Despite enjoying theeimadder position and maintaining
its hold on subscriber base, its influence is sjowaning with customers viewing it as a
rich man’s club. It needs to be responsive to tlaeket dynamics, especially as pertains
to price wars. It has lost close to two million satibers in a space of two years and this
trend is worrying if it is to continue. To ensutenaintains its hold, it should venture into
the un-entered areas and even diversify its pretoffiering so as to spread its avenues

for getting market e.g, cloud computing and widgnis data market etc.

It should also come up with unique products fofeddént segments and not focus purely
on voice. As all the four operators are offeringnigar products and services, it needs to
differentiate itself and specialize in quality, oander to stand out. These can include
hastening the roll-out of the 4G technology whismot currently present in Kenya. The
other operators are just rolling out 3G now, fiveass after Safaricom rolled it out.
Having stirred up the market and tapped in additicubscribers by its low prices, Airtel

should invest more in advertising to ensure it bee® a household name in Kenya.

In case of changes in ownership, which are inel@tathe directors can negotiate to
ensure the name remains unchanged as the paseshaange proven to be a de-service to
Airtel; it takes time before a new name sinks te slabscribers- they will always view it

as a new entrant and thus treat it cautiously. Gidess will also be proud to be
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associated with a company that promotes the lazal@my. Thus Airtel should ensure it
creates jobs for the locals, and if by any chahey have to outsource externally, they
should verify the terms to ensure the employeesialoget a raw deal. They should
localize their operations and have local faceshab the locals can identify with it. More

of the profits should be channeled back into tlwalleconomy.

Orange enjoys immense assets from Telkom and #msbe sold to provide additional
capital to expand its operations. It should comeé sttongly as an efficient service
provider so as to shed off the old tag associatgd Wwelkom. With the government
support in terms of shareholding, it should lobblySupport to expand its operations and
invest in R & D, to ensure they are at par with best in the industry. It should take

advantage of the assets it already has.

Despite being in the market for barely two years, Was become a household name,
especially with the bottom of the pyramid classvidg proved itself as a force to reckon

with, it should now work on consolidating its gaimg expanding its infrastructure. This

will help provide countywide coverage so as to cetapwith the other competitors.

Customers will thus be spoilt for choice as theyl wot be tied on one provider. The

mobile market is still relatively young and open fioore expansion. Being relatively new
with no past negative tag, it should start on theeBence pedestal to sell itself as a
superior brand. It should work on venturing intdnest un-explored sections. Being a
foreign firm, it should put a local face to its og&ons so that the locals can identify with
it.
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5.4. Areas of Further Study

During the course of the study, certain areas Viemad wanting and required further
research. Further study may be on the role of dgulator in leveling the operating
environment and the implications of the competigvironment to the economy. Worth
studying also would be how other firms in othermipies in the mobile telephony market

have reacted to a competitive environment.

The researcher also suggests that further studylgive done to compare on how firms
in other industries have reacted to competitivarenments. This will help gauge on the
complexity or flexibility of the telecommunicatiomsdustry. Thus it will be possible to

make valid conclusions.

5.5. Limitations of the Study

Time was a key constraint during the study. Theeassher had to balance between
normal work duties and conducting the research.eTaiso affected the number of
respondents, due to limitations of accessing adrniglumber. Getting respondents to be

interviewed was another challenge. Many had litttee to dedicate to the questionnaire.

Respondents wanted an assurance as to confidgntdlithe information they were
disclosing. Others were not sure if the researaloend live to the commitment to use the

information provided exclusively for the purposestive research. Some respondents
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from the other firms held the researcher with stispi especially owing to the fact that
he worked at Safaricom. This made it difficult feome respondents to open up and
freely respond to all the questions put to theme Thst of printing and circulating the

material was also a constraint.

5.6. Implications of the Study on Policy, Theory and Pratice

The Communications Commission of Kenya (CCK) witidf the results of this study
useful for regulating the mobile telephony industrithe country as it continuously tries
to streamline the market to ensure an even plaffgld. Specifically, the results will

inform on measures to regulate the industry in eicharkets and other competitive
advantages, rather than only price wars, which Ieen witnessed lately in the industry,

with much negative gains.

A lot of theory exists on strategic responses bydito competitive environments. The
existing theory is however general and is rarelgcer to the telecommunication
industry. This study has provided additional maileto the telecommunication industry,

which is still relatively young in Kenya.

The findings of this study, although informed byedhretical grounding on strategic
competition, have demonstrated that due to thegihgrbusiness environment, firms are

innovating fast and their market competition siyas are less informed by theory but by
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customer needs. Therefore, based on the findingki®fstudy, it is imperative that the
theoretical framework on strategic competition lwiewed to reflect the dynamic
business environment. Since liberalization of thebile telephony industry in Kenya,
competition has been characterized mainly by priaes and negative publicity amongst

competitors.

While such strategies have proved popular, thegcafthe overall profitability and
effectiveness of the industry. This study has shdiet firms can still engage in
competition but focus on their strategic competitadvantages instead of destructive
practices. These findings will therefore lead tarude of the practice of competition in

the industry.
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APPENDICES:

Appendix I: Introductory Letter

Lameck Kisienya,
P.0O. Box 1203-00200,

Nairobi.

Dear Sir/f Madam,

RE: PERMISSION TO CARRY OUT A MBA RESEARCH

| am a post graduate student at the University afrdhi conducting a research on
“Strategic Responses to Competitive EnvironmentdlyilMTelephony Firms in Kenya”
as a partial fulfilment of the requirement of degr of Master of Business

Administration.

Being one of the respondents, | kindly request yourespond to the attached
guestionnaire. The information requested is neguedly for academic research purpose

and will therefore be treated with utmost confidglaity.
Your assistance will highly be appreciated.

Thank you.

Yours sincerely,

Lameck Kisienya
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Appendix Il: Consent- Mobile Telephony Firms

Safaricom

Safaric

—_—
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NeTw%HK &T%LE%\;\ :_:fsTIONS gﬁmﬁsiw &E mgﬁBE
P.O. Box 66827 - . AIROBI SCHOOL OF BUSINESS
Joo peec ()"Cs\,z
L, MBA PROGGRAMME

¥

{
!
i

Telephone: 020-2059162
Telegrams: “Varsity”, Nairobi Nairobi, Kenya

Telex 22095 Varsity

TO WHOM IT MAY CONCERN

The bearer of this letter.., | SAMESK KisicwyAa
Registration No.. M'(G{%%l(s\e“’ N ————

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

program in this University.
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,

He/she s required to submit as

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,

e ey, S
X e

IMMACULATE OMANO
MBA ADMINISTRATOR
MBA OFFICE, AMBANK HOUSE

53



Airtel

1

DNIVERSITY oF NAIROB]
SCHOOL OF BUSINESS
MBA PROGRAMME

Telephone: 020-2059162
Telegrams: “Varsity”, Nairobi Nairobi, Kenya

Telex 22095 Varsity

DATE oA 0?—{1{:31

TO WHOM IT MAY CONCERN

The bearer of this letter... ... A KA S N A

Registration 1\10"6‘(@)‘%59“9&“) TR

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.

BOHAN

02 JuL 2012

IMMACULATE OMANO Bl i {
MBA ADMINISTRATOR \
MBA OFFICE, AMBANK HOUSE
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Orange

¥

{
!
|

UbiVERsITY oF NAIROB]
SCHOOL OF BUSINESS
MBA PROGRAMME

Telephone: 020-2059162
Telegrams: “Varsity”, Nairabi
Telex: 22095 Varsity

P.0.Box 30197
Nairobi, Kenya

TO WHOM IT MAY CONCERN

The bearer of this leﬁer....,.“.‘.'."..‘.1%9‘./%,.,l’./“i.ﬁ:‘.“i’.".’.\?"."?\..“_.. e

Registration No. ... ’5&'{54&53‘[9\0'°
is a bona fide continuing student in tf
program in this University.

He/she is required to submit as
report on a rnanagement problem. We would
problems affecting firms in Kenya. We woul
enable him/her collect data in your organization.

The resuits of the report will be used solely for academic
will be availed to the interviewed organizations on request.

Thank you. /’-5;\* !
gy NA@;;%

l/ \\3@\ Bouon oF PRAREnS

‘ ; 02 JuL 2012
saEA OFFICE o
Sox3o7a7- oo

25
%“*“‘“ﬂ*%,._. ————

IMMACULATE OMANO
MBA ADMINISTRATOR
MBA OFFICE, AMBANK HOUSE
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part of his/her coursework assessmen
like the students to do t
, therefore, appreciate Your assistance to

e Master of Business Administration (MBA) degree

t a research project
heir projects on real

burposes and a copy of the same



Yu

(
i
t

Limited

Hse.

H§WERSE @F T 72274727“509?9" 00,
SCHOOL OF BUS T lenrs |

MBA PROGRAMME o

I'elephone: 020-20591 62 PO: ng 30197
Telegrams: “Varsity™, Nairobi Nairobi, Kenya
Telex: 22095 Varsity

pate . Oaletlzenn :

TO WHOM IT MAY CONCERRN

The bearer of this Ietteer‘N\E&&Klg"iNVA

Registration NOb@ﬁ(G&&SD—(:«.;o F

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 Lhe same
will be availed to the interviewed organizations on request.

Thank you. ‘"«\

Y
< 02 JuL 22 ) }‘
1BA OFFICE @Q@f"
—— TR R0,
=N <3 mg?..@ﬁj,f

IMMACULATE OMANO
MBA ADMINISTRATOR

MIBA OFFICE, AMBANK HOUSE
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Appendix Ill: Questionnaire

Instructions: Fill in the blank spaces and tick whee appropriate.

PART A: COMPANY PROFILE:
1. Company Name: ... e e e e e e e e
2. Year of establishment: ...
3. DEPAIMENT. ..

4. How long have you been in the organization?

Less than 1 year

1-2 years

2-3 years

3-5 years

Over 5 years

5. Ownership of the company:

* Privately owned.

* Wholly owned by the government.

* Owned partly by the government and partly private.

57



PART B: COMPETITIVE STRATEGIES THE COMPANY HAS ADOP TED

Scale used for rating responses

5: Strongly 4: Agree | 3: Neither agree nor disagree| 2: Disagree| 1: Strongly disagree
agree
STRATEGY 514/3(2|1

Popularity of the brand name

Acquiring quality and skilled staff

Offering excellent customer care

Suitability of business location

Improving in quality of products and services offér

Emphasis on reduction of products and services

Increased investment in advertisements

Offering promotions to customers

Offering gifts and incentives to customers

Expansion of the business

Repositioning of the company in the market

Outsourcing non-core businesses to external firms

Forming alliances with other companies

Offering cash discounts to customers

Offering credit facilities to customers

Increasing expenditure on research and development

Targeting corporate customers

Developing customized solutions for different markegments

Communicating to customers on new products’ avditgab

Offering after-sale services to customers

Providing showroom display for products and servigeailable
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Appendix IV: Mobile Telecommunication Firms in Kenya

1. Safaricom Kenya Limited. Established 1999.

2. Airtel Kenya Limited. Established 2000.

3. Orange Kenya Limited. Established 2008.

4. Econet Wireless Kenya (Yu). Established 2008.

(Source: Communications Commission of Kenyav.cck.go.k€012
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