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ABSTRACT 

All organizations are environment dependant; they depend on the environment for their 

inputs and outputs. Every firm should therefore have a competitive strategy which relates 

it to its environment and enables it to maintain a iit between itself and 

environment.Changes in the industry environment together with increas ing competition 

has caused firms to change their competitive strategies in order to achieve profitability 

and maintain their survival in the market. 

Thi s research was thus aimed at investi gating the challenges faced by fi rms in the 

appl ication of Porter's generic strategies in the tea industry, a ca e of Ketepa Limited. 

Data collection instrument was an interview guide, which was administered to managers 

or sections in the organization responsible for strategy formu lation and implementation of 

strategies at Kctepa Limited. from the population of 8 managers, 7 '" re interviewed. 

Data col lected was first checked for consistency, coded and then anal) 1ed to arri\c at th , 

various conclusions. 

' f he study concluded that the major challenges ftH.:ed to a •rcul1.' · t~.·nt in th1.· 

implementation of Porter's generic ·trategic , in Ketl:pa Lt I includes: p HH' coordination 

among functions in R&D and marketing. compdition tl 1111 nun htanded 1 n lu ·ts. 

changing tastes and preference of on um~.:r m 1 ll11j .1111 t~.:~.·lm~ll) •i~.· .ll dwng~.· ·. 

l·inancial requirement and tt: hni all ad rship' ~.:r n t tll. n h.1lk·n •~.· .11 .111 ttl th~.· 

firm . 
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1.1 Background of the study 

CHAPTER ONE 

JNTRODUCTION 

Organizations exist within an external environment which consists of all condition 

and forces that affect its strategic options and define its competitive situation. A 

dynamic environment therefore means that firms have to compete more inten ely 

(Pearce and Robinson, 1997).The way in which organization interacts with the 

environment is therefore crucial for survival and growth. Hence organizations have to 

constantly align and re-align there strategies in order to remain competitive. Ansoff 

and McDonnell (1990) state that failure to effectively adapt the organization to its 

environment leads to a strategic problem thus threatening its existence. 

The government of Kenya has mad significant e1Torts in the implementation of 

economic reforms since the beginning of the 1990's.These v\as done in order to 

stabilize the economy and to enhance both external and domestic competitiveness 

(National Development pap~..:r 1997-200 l, R~:public ( r Ken ·a) l'hL'S' chang'S hn\ 1,; 

had a major impact on all indu ·tries and especially the tea industn sinCL' it's :lllHHI• 

the major tea producer in the world and m:.uor f'on:i •n c ·han •e earner in th • 

country. 'I he changing climatic pattern and muTO\\ in' m.trcin · l cl\\eL'll revenue · 

and expenditures togcth r ''ith the in r~ ~.·I lib 1 lliz.tti m in tilL' K ·n::m econom 

has led to incn:a ed turbul n in th tim rnr ·in 1 !inns in the 

I h appli ti n n 1 I tlut simp! . 
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Competitive advantage therefore is at the heart of any strategy, and to achieve it a 

firm is required to make a choice about the type of competitive advantage it seeks to 

attain and the scope within which it will attain it (Porter, 1980). lie therefore defines 

competitive advantage as ho~' a firm can gain sustainable cost advantage, h w it can 

differentiate itself from competitors and how a firm can select a 'egmcnt such that 

competitive advantage grows out of a focus strategy. 

1.1.1 Tea Industry in Kenya 

Tea production in Kenya commenced in 1903 when few bushes were planted in 

Limuru. By 1925 large-scale plantations were developing in Kericho then it spread to 

various parts of the country. Tea growing and manufacture is carried out by either the 

large-scale companies or small-scale holders under the umbrella body of KTDA. The 

tea act requires all tea growers to register\ ith factories near them o that the factories 

file grower registration returns with th Tea Board of Kenya each year. 

hom the tea fields the shoots an: munufuctun.:d in 8 Htctt)ri~.:s spn:ad across the ll'\1 

growing districts. Once processed to ·ield black tl.:a, it's dis1 Osl'd thmu •h \lltl()llS 

outlets like Mombasa auction. dirct:t e:port md Ill' tl saks. Hodil· , pl.t\ tn' a 

·ignificunt role in tea indu try inK ·nya in lud~.:: 

KTDA (Kenya tea developme11l Ag 11 -llan lk ll'tll I rom 111111 -calc holtkt 

KT A (Kenya .t •rt)\\ in' manul:tl'tmin • 

cornpanie 
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Exchange rate, this implies that a stable exchange rate is important to the industry which 

is mainly export oriented. Production costs mainly in labour, power, packaging materials 

and fertilizer have been increasing drastically 

Auction prices- in dollar terms have remained the same which implies that with a stable 

exchange rate which is strengthening, the tea manufacturing firm · arc faced with a 

situation where margin between revenues and expenditures is diminishing 

Kenya being among the top five major producers of tea in the world, is the second large ·t 

exporter of black tea after Sri Lanka. Increasing globalization of industries has therefore 

subjected the tea industry in Kenya to a lot of competition. The indu try has therefore 

been facing challenges in the recent years due to deforestation leading to reduced rainfall 

levels, wage inflation and high costs of operation due to poor infrastructure and 

increasing expenditure as ociated with supporting welfare needs of employees. Brook.e 

Bond in-house magazine "BB ews stunning" (2000) increased competition has led to 

stagnation of prices in world tea market. 

Liberalization of the economy and change in the political k·gul cnvinll\llh.' llt hns led to 

ituation · \\ here organiz·tt ion like K t pa Limi te I " Ct\.' suddenly l ac~..·d \\ ith inctl..\ 1 · ~..·d 

competition from li.lrt-up companic . Wi th u h h,m • ~..·~ " ith in th~..· ll'a in lush • Kctcpa 

Limi ted wa forced t re rtl om tith 

comp titive advanta e an ret in th ir p 

rc orted to th 

cnvironm nt b) Ill til 
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1.1.2 Ketepa Ltd 

The Kenya Tea Packers Limited (KETEPA) was established as a private company in 

September 1977 and became operational in January 1978. It was established because 

of an acute artificial shortage of tea in Kenya in 1975, 1976 and 1977. The company 

was required by law to serve the local market only. The law was changed in 1992 and 

the company exports packed tea to destinations around the world. The company is 

owned by the Tea Growers of Kenya through the Kenya Tea Development Agency 

(KTDA) which owns 70% of the shares while plantation sector under Kenya Tea 

Growers Association (KTGA) owns 30%. 

Each factory in Kenya supplies 6% to 7% of their manufactured teas to Ketepa and 

rest of the tea is sold by them in bulk through Mombasa and London auctions 

or private treaties. Other major shareholders include Brooke Bond I enya Limited, 

James Finlay, Williamson Tea and ·astern produce among others who together o\\'n 

38 tea-processing fuctorit:s and produc~.: about 40°/o of the tea produced in I en ' t1 . Its 

objective is to increase the rdurns of thl.:ir shareholders b shorten in, tlw distribution 

chain through increa ·ed sale · of high qual it '. h ·gicnlcull · pach: I 'alut.: 'lddul I 'il ttl 

the local and export market ·. 

llllll . I h t .I 



and other existing firms. Though Ketepa still remams the biggest tea blending, 

packing and marketing company in Kenya today with a market share estimated at 

over 60%, its greatest challenge is to maintain and grow its sales and market share in 

a turbulent local and export environment. Its major competitor arc Gold rown 

Beverages Kenya Ltd, Melvin Marsh International and Unilever Kenya Ltd. 

Firms in the industry have therefore been forced to respond to the changing 

competitive situation in the environment by applying Porter's generic strategies to 

ensure they maintain an edge over their competitors. However, this may not be that 

easy for the firms since Porter's generic strategies model is imported from a 

developed country and hence its applicability in the tea indu try in Kenya might be 

difficult due to factors such as; poor infrastructure, lack of capital, competition from 

none branded products, changing customer ta tc and preferences and technological 

changes. The model also work best in in a free market competitive situation; the 

Kenyan setting has not quite fitted the fn:e market compditive sdting incc the 

government presence is heavily !\.:It in th~.: market. I hcn .. ·lorc tlu: model mn 11L'L'd 

adaptation in the local setting for it to b..: appli..:d suc<..·~..·ssf'ull ' in th~.: K~.:n\,lll firms . 

Various tudies have bc~.:n carried out Hl the •, i IL'llL'I..' >I' <..'~>mp..:titi\..: ttatL' 1il· · in 

other industrie e.·ample Karanj, 2 I 1k ·d ll · Hnpdith 1.: II atL' dL·s in thL' 1 ·al 

e tat the per pecthe h 1s luuh·d at 

c >mp ·titiv trate ie 
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generic strategies and to also identify the major obstacles hindering the firms from 

using the three generic strategies to enable them withstand increased competition in 

the business environment and to outperform their rivals . 

1.2.2 Statement of the Research Problem 

From the foregoing discussion the study will therefore seek to address the following 

questions: 

What are the major challenges faced in the tea industry in the implementation of 

Porter's generic strategies? What are the obstacles hindering the use of Porter's 

generic strategies in the tea industry? 

1.3 Research Objectives 

The obj ecti ve of the study is:-

(i) To determine the challenges faced in implementing Port c.! r's generic strategies 

1.4 Importance of the ·tud ' 

'J he research is expected to be of value to various stnhholder. 'lothl· ll\'L'ttn.: her. th • 

study \Viii provide a vie\\ of the COmpetiti\ . 'OJ l' in till.: ll.:a inlustn .tnt! l L' al le to 

understand the challenge faced in the apjli ·ation t f Porll..•r' 't'neri · strategies an 1 

obstacle hindering the u 

'J o the manu a tur r 

\ ith inf rmati 

·n 

tu h \ ill pmvi h: th~.:m 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Introduction 

Strategic management plays a key role in any organization. It enables firms to position 

themselves commercially, provides direction for a firm in terms of vi ion, missi n and 

objectives, guides a firm on e1Iective resource allocation and provides a means through 

which organizations can adapt effectively to external change in the context of complex 

and chaotic business environments.(Bennet, 1999) therefore argues that implementation 

of strategies is crucial especially in light of the increasing competition and complexity of 

today 's world that can make it extremely difficult to assess and take advantage of 

opportunities open to a firm. Firms are in competition with each other when they sell 

identical products/services to the same group of customers. 

'ompetitive strategies thus provide a framework for firms to respond to the arious 

changes within the firms operating environment and al o enables them seize stratcgi 

initiatives and maintain a competitive edge in the market (Porter, 1998).This st.:ction 

looks at the concept of strategy, competition and its chalkn 1\.:S, 'onccpt n! ·om1 titi\ t' 

strategies and Porter'· generic tratcgit:s. 

2.2 oncept of strategy 

tratt:gy is concern~.:d \\ith m t hin .1 firm 

opportuniti~s that ari in th 

John on nd chol 

! n 

tl 

rt'. tHlr c .md c,11 .1bilitic , to the 
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2.3 

Mintzberg (1997) viewed strategy as a plan, ploy pattern, position and perspective. As a 

plan, strategy consciously determines the intended course of action. As a ploy, strategy is 

seen as a manoueuver intended to outwit competitor. As a pattern, strategy is seen as a 

pattern emerging in a stream of actions. As a position, strategy is seen as a means of 

positioning a firm and its environment. As a perspective, strategy gives an organization 

an identity and a way of perspective.Ansoff (1965) views strategy as the "common 

thread" among an organizations activities and the market. 

Strategy in an organization exists in three levels. Corporate level, Business level and 

Operational or functional level (Johnson and Scholes, 2002).Corporate level strategy is 

concerned with the overall purpose and scope of the organization. Business level strategy 

is concerned with competition with other businesses in the market and achievement of 

competitive advantage. Operational level strategy is concerned with how the component 

parts of an organization deliver f'ffectively the corporate and bu iness level strategies in 

terms of resources, people and processes of a firm. Ilene~.: there is no single de!inition of 

strategy. Terms such a · mission, vi ion or strategic intent and goals could mt:nn strnt '1 , 

and thus define the scope and boundaril!s of an organization. 

The concept of strategy thu · define · the long-term dirL·ction or :m Hganizution nnd also 

states the types of actions, re ·ource and ·trategic controls requir~·d to achicn: objc 'II\ cs 

and goals of an organization. 

ompctition and it hall noc 

Philip Kotler 2001 that mp titi n m 

offe ring 

lllJ titi 11 i 
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Supplier 

must seek to manage the environment (Thompson, 1997). In addition to these 

competitive forces there are other catalysts to this competition. 

(Burnes, 2000) states that it has become an accepted view that for society at large the 

magnitude, speed, unpredictability and impact of change are greater than beiore. New 

products have come up at an increasing rate, local markets have bee me global, 

protected industries have been opened up to stiff competion. Competition is therciore 

not only local and global but there is a realignment of the forces at a very fast rate . 

Hence understanding these forces will be crucial in studying the basis of competition 

in an industry. 

I I J II 

Bargaining pov;er 

of suppliers 

Potential entrants 

Threat ofnc' entrants 

EJ 



The forces can either be intense leading to low profit margins or build allowing for 

high profit margins. 

2.3.1 Threat of Entry 

New entrants to an industry bring new capacity, the desire to gain market share and 

often substantial resources. The seriousness of the threat of entry depends on the 

barriers present, coupled will reaction from existing competitor · that the entrant can 

expect. If barriers are high and a new comer can expect sharp retaliation from 

entrenched competitors, thus threat of entry is low. 

Barriers to entry include: Economies of scale, product differentiation, capital 

requirements, switching costs, access to distribution channels and cost disadvantages 

independent of scale. fn the Kenyan business environment the threat of new entrants 

has been tackled through improved customer service, pursuit of generic strategies and 

development of new markets. 

2.3.2 Intensity of rivalr · among C:\isting competitors 

Ri valry among existi ng competitors takes the r unilim l ~mn o I itH:kcyi n ' I ur 1 usi I ion: 

this involves using tactic· ·uch a price CO I11J1l'tition. pr 1 luct introdu ·tiuns and 

i ncrcased cu ·tomcr crvi c or variati 11 • I h nlrv 11 i 1..' "hl.'t~o.' lH llJ I..' t ito as ·~o.'l.' 1 h ~o.· 

opportunity to imprO\ e p iti n. 1f th' t tl' tlt 

rivalry do change in tim . lndu tf) m turit.. n I 

mature it gro\\ th rat ullin in int n 

often a · hak -u P rt r I 

1nt~n n 

lllJ 

th. tt dd~o.' t llli ne inll..' ll it) or 
udt 111 industt y 
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large increments where economies of scale dictate that capacity must be added in 

large increments. Diverse competitors in strategies, origins and personalities, they 

therefore have different ideas about how to compete thus running head on into each 

other in the process. I Iigh exit barriers, these arc economic strategic and emotional 

factors that keep companies competing even though they may be earning low or even 

negative returns on investment. 

2.3.3 Pressure from substitute products 

ubstitute products limit the potential returns of an industry by placing a ceiling on 

the prices firms in the industry and profitability charge. ubstitute products that 

deserve the most attention are those that are: subject to trends improving their price 

performance trade off with industry' products or are produced by indu tries earning 

high profits. ubstitutes hence come into play if some development increases 

competition in their industries and causes price reduction or performance 

improvement. 

2.3.4 Bargaining power of bu ·cr 

.. 

Buyer . compete with the indu ·try by rordn, do\\ n pril'l'S by bar •:linin' !'or hi •hl'l 

quality or more service and playing competittH ,, •ainst l':tch oth~.:r at the c (l'ltsc tl!' 

industry profitability. 

they earn low pr 

the in u tr ' pr 

Ill 

,., rlul ' h n th 
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thereby squeeze profitability out of an industry unable to recover cost increases in its 

own prices. 

Suppliers can be powerful where industry is dominated by a few companies and is 

more concentrated than the industry it sells to, when its not obliged to contend with 

other sub titute products for sale to the industry, when the product is unique or at 

least differentiated, when industry is not an important customer of the supplier group 

and when they pose a credible threat of forward integration. ondition determining 

suppliers' power are not only subject to change but also often out of the finn 's 

control. Hence to be able to cope effectively with the five competitive forces, firms 

must apply different competitive strategies to respond to the increa ed levels of 

environmental turbulence 

2.4 concept of competitive strategic 

A unique strategy contributes effectively to the competitiveness of business firms. 

(Anson: 1990) whereas goals represent the ends which the firm is seeking to attain, 

strategy is the means to thes~.: ends. 

Porter ( 1980) states that compctitiv~: adYanta •e is th~.: ability or thl.' linn to tHltpnlil!ln 

rivals on the primary performance goal uf'prolitabilit '. (PortL'I. Jt>XS) ~ll'lll'.' that thL· 

cssem:e of a strategy i · to relate a firm to it L'tl\'ironment . I k li.uthL'l' ar 'liL'd that the 

essence of any busim: i to crt::atc com ·tith L' 1 h 1111 1 'L' th.H ·otlld bl.' •aim·d in a 

number of way uch a low ~.:o t pr du ti nor pr) lu I dilfL'n.nli.ltitHl. 
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provides the firm with a guide on how to compete, stipulates the goals of an 

organization and states the policies needed to attain these goals. 

2.5 Porter's Generic strategies 

The aim of any firm should be to develop a distinctive competence that is greater 

than is than its competitors. The model therefore is a guide to firms on how they can 

create and sustain a competitive Advantage; it tries to link the strategy formulation 

process with the implementation. The concept of the three generic strategies is based 

on the premise that there are a number of ways in which competitive advantage can 

be achieved depending on the industry structure and availability of resources. Porter's 

generic strategies hence provide alternative routes to superior performance in an 

industry. 

The three generic strategies allow organization to gain competitive advantage from 

three different bases. !·inns can posses' two basic sources of competitive advantage, 

low cost or differentiation. Porter ( 1990). 'l he two ba~ic t pes of compctitl\ e 

advantage combined with the ·cope of' acti\ ities which a finn scd,s to a~:hiew knds 

to the tlm~e generic strategic·. \\'hich allo,,s organizations to •ain comp ·titiv~,.· 

advantage from three dif1l:rent ba e · for chieving sustuinabk l'Olllpl.·titiw atl\'anta •e 

or above average performance in an industry. 

I·undamental ba is for above av ra t ptr~mnm ~.:' in my or 1.lni :ltion in the lon1 

run is :;ustainabk )11\J ~.:•tith ~ ld\'.llll.ll~ is th~: 
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Broad 
Focus 

Narrow 
Focus 

Competitive Advantage 

Lowrr cost Differentiation 

1. Cost leadership 2. Differentiation 

3A.Cost focus 38 . DiiTerentiation 

Figure 2: Po1·ter's Generic Strategies 

Source: Porter M.E (1988), Competitive Strategy: Techniques for analyzing 

industries and competitors," Free press. 

For a firm to attain competit:vc advantage. It must make a choice about the type of 

competi tive advan tage it seeks to attain and scope ' ithin ' hich it ' ill attain it 

(Porter, 1990). A ny firm that cngag~s in ~.:ach g~ncric strat~.:g but 1~1ils t ) achi~ ~ nn 

is said to be stuck in the middk, this pia cs th~.: linn inn H:r · r oor position nn 1 ~.: \ ~.:n 

though it's succ<.::ssful. it would not un IV~ il' th~r~ \\a· inl'r~as~d ~.·om 1 t:tith . 

pressure as it possesses no competiti w ad\'antag~.:. 
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Strickland, 1998)A cost leader can't ignore the bases of differentiation hence it must 

achieve parity in the bases of differentiation relative to its competitions to be an 

above-average performer. This allows the cost leader to translate its cost advantage 

into higher profits than competitors. 

2.5.2 Challenges of using cost leadership 

Greatest danger of cost leadership strategy is in competitors' ability to find ways of 

producing at a lower cost and beat the cost leader. Competitors have the ability to 

easily imitate the cost leader's methods. Inflation in costs that narrow the finn's 

ability to maintain enough of a price differential to offset competitors' brand images. 

A firm using this strategy has to therefore invest highly in modern equipment and be 

on the look out for any technological improvements in the industry for it to maintain 

its position as cost leader. 

The other great risk is that the single-minded desire to reduce costs may cause loss of 

sight or changes in customer tastes. n organization \\hi I<.: mal..ing de ·isions to 

reduce cost may affect demand for a produd drastictlll) dtH.: to thL' shirts in ·ustom~r 

preferences (Karanja, 2002). 

2.5.3 Differentiation 

1 his strategy cnabk a tinn to b umqu~: in it in iu tr) .llt111 1 limL'nsions \\ idl'ly 

valued by buyer . 1 h im i t hi lun.: tlun ~o:OillJ llittH·s l v 
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umque (Porter, 1980). It creates a defensible position for coping with the five 

competitive forces. 

This strategy requires that a firm choose ways to differentiate itself different from its 

rivals. An organization therefore has to study buyers' need and behavior in order to 

understand what they consider important with value and what they arc willing to pay 

for it to be able to differentiate itself successfully. Hence sustainable differentiation 

requires that a firm performs a range of value activities uniquely to in11uencc the 

purchase criteria (Porter, 1985) an industry can therefore have more than one 

differentiation strategy if it has a number of attributes widely valued by buyers. 

2.5.4 Challenges of using differentiation trategy 

Major problem with this strategy centers on company's long-term ability to maintain 

its perceived uniquenc s in customers' eye '. ompetitors easil) move in to imitate 

d 
, ·sfuJiy diJTen.:ntiators and thus the uniquent.; SS of the product is 

w1 copy succcs 

therefore eroded. 

A h 
· k · wl1, 11 the co ·t di!Tcn.:ntiul bd\\'l:l:ll lo\\ rost ~.·omp ·titors i\1\d thl: 

not er ns 1 • "' 

d
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Both variants rest on differences between a focuser target segments and other 

segments in the industry. The target segments must have either buyers with unusual 

needs or else the production and delivery system must differ from that of other 

industry segments and that serves target segment best (Porter 1990). 

The focuser can therefore achieve competitive advantage by concentrating on it 

segments exclusively. A focuser takes advantage of ub optimization in either 

direction by broadly - targeted competitors. The underperformancc of competitors in 

meeting the needs of a particular segment opens the possibility for differentiation 

focus. 

This strategy will not succeed if the focuser's segments aren't differentiated from 

other segments. A firm will hence be an above-average performer in its industry if it 

can achieve sustainable cost focus or differentiation focus in its segment and the 

segment is structurally attractive. 

2.5.6 Challenge· of using focu · ·tratcg 

The focus strategy is imitated thu · makin , the target s~..· 'lll~nl to b · slnttlttrall · 

unattractive because of techr: logical chan 'C r chan 't' tn ·u:t Hll\.'l 11 ·li:rl.'n ·cs. A 

focuser is also vulnerable to attack by difi~n:nthtor: "lw ·an · HllJ \..'lc ftH' th • sam\.' 

egrnent by offering produ t that c, n Hi 1~ thl.' nn·d )r th • to · us~..·rs customl.'rs. 

Dtflcrences in de ired pro fud n 1 l I\ n•n th~ 11.ll1.' 'i · t.tr 1L't and market 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

This chapter covers the research design, which was used to meet the objectives of the 

study. Included also arc the population, sample size, data collection instrument , and 

data analysi techniques. 

3.1 Research De ign 

The research was conducted through a case study design. 1 his i ' because data wa, 

collected from one study unit only that is. Ketepa Limited. This de ign allows for in 

depth exploration of issues and data collected was therefore of a qualitative nature. 

The research thus sought to establish the challenges faced by I' etepa in the 

application of Porter's generic strategies and factors hindering th firm from u ing 

these strategies. 

3.2 Data 'ollcction 

I he kind or data collected was primar ' data' this was h . tiSI.: or a semi structured 

interview guide that i · the intervic' guid~.: had both dos~.:d and op1 . .'1\·L'lllbl qu~o:stilll)S . 

·r he interview guide wa · dividcd into three parts. ThL· first part ·otttuinL·d the 

respondent' ' profile and demographic a }I.: 't or th~.: lillll. P.~rt II s HI •ht to l'Stalli h 

the ·tate of competition in th indu tr) n I th~: tt 111: •iL· u ~.: I l y thL' fitm . P,u t Ill 

ought to id~.:ntif)' the: h, llcng !rill in tht.: 'llli~.:.ttion l r p rtcr 

generic trategic nd th b tlw 1 tnll hl ul\lllll't.h. t t h~: c 

ch, llcng . 'I h r p nd nt 
lmnul:lt ion md 

implem ntnti n t K t I imit 

~.3 D:tt 1 \n d) i 
nt it I II\ 

II 



CHAPTER FOUR 

DATA ANALYSIS AND FINDINGS 

4.1 Preamble 

This chapter outlines the data analysis carried out on qualitative data. 

The objective of the study was to determine the challenges faced by l etcpa Ltd in 

implementations of Porter's generic strategies. Data was collcted by conducting 

personal interviews with managers from various functions at Kctcpa Ltd. A total of 

even managers in the organization were interviewed. 

The data was mainly analyzed by content analysis, which ought an objective, 

systematic and qualitative description of a manifest content of the communication 

between the researcher and representatives of the organization under study, the 

findings are as provided below. 

4.2 Qualitative findings 

1 he findings reported were obtain~d through in-depth intervil'\\S ~.:onduckd in tht..: 

qualitative phase with ·~.: nior mana •er:> by y~.:·ar and l' . ]k'riln ·~.:·. 1 II thL tll:tllil'l'ts 

interviewed wen.! fi·01n K richo the I >We t man·1 'I.' I to ll· inll'n ll'\\ l'd had :ttl 

experience of 2 year . 'I h r~ t \H:re b 't\\~.:en -I ' ) t..:\\1 . I h~.:· :>ttat~.:· ') lm ttntlation 

process of Ket~pa Ltd 

documentation. 

fom1al that i tlu llt •h ma·tin' and d:1l owt~.:· 
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4.3.2 Reasons for competition were 

Respondents complained that they had to compete for the same customer. The fact 

that the market is flooded with cheap unblended tea hence they don ' t incur any costs 

for blending or packaging and the fact that market is price sensitive poses a major 

challenge to the firm since their competitors are able to offer lower prices. La ' tly, 

they had an issue with the loose tea packed for export market, which they arc triving 

to enter. 

The firm has therefore been forced to Change its competition tactics over the past five 

years by; increased advertising, improved packaging, investing in modern machines 

to suit the packaging and improve spectrum of tea bags, Changes in term of 

organizational culture and management by restructuring, Improved distribution 

channels, market segmentation which caters for every class of consumers and 

focusing on giving consumers quality products that are I 0 certified 

4.4 Competitive Strategy 

lhc company resorts to comp\.!titive strategies Cor its op<.:ration.:;, "hich an: as n result 

of conscious decision by th<.: finn and also due to <.kmand lrom th~.: 'onsum~.:rs. 

Ketcpa was found to mainly ba ·c its competition on <.: lSI - k:t I 'tship 'Ill 1 

differentiation strategic·. 

l> f 1·ng con ciou dcci ion bv thl' mn 
"cason or u. · 

The ·tudy found out that th I·' ,lJ~ kt>~.:nlv lookin' nt thl.' 
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liberalized market, the company has to constantly do benchmark for their products 

against the competition. They also ensure that they become sensitive to the dynamics 

in the industry. This is achieved by carrying out market intelligence ·urveys. The 

products are also tailor made to suit the customers. 

The company wa also found to be consi tently analyzing the market so that they can 

be able to respond appropriatl.ly to the demands of the cu ·tomers. 

ome of the factors that were put in to considera tions before the adoptions of the 

competitive strategies highlighted by the respondents are urrent position that is 

where the company is and what it wants to be in future, hanges in the environment 

(dynamism), competition in the market, product quality and range, resource · both 

financial and human, technological changes, urvi al (to remain th market leaders) , 

Growth and expansion (to put in place technology that would enhance cost effecti e 

and efficient output), Personnel development - training need , ne\ blood , reclaiming 

lost market share. 

Others are rcconJirming Kctcpa position as a marht kadcr in thl: 1 acka •in• indu~tr .. 

preparing Kctcpa product · to n11:et c. ·port murkd n.•quirl'llll'llt ·. ~t:tbk ~.: ·0110111 , 

(purcha ing power) aim: addition incrl:a in' harl'lwl kr tdmJls, plannin, 

framework through meeting and bmin t rnun ' · 

Restructuring. u c of tat of th rt m 
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4.4.1 Extent of the challenge to the firm in operating effectively 

From the findings challenges faced to a great extent includes Poor coordination 

among functions in R&D and marketing, Competition from none branded products, 

Changing tastes and preferences of consumers and Technological changes 

Challenges faced to a little extent include poor supervision of labour/technical 

operations, Poor/costly distribution channels and Lack of good process engineering 

skills. Poor supervision of labour/technical operations wa faced to a vea·y little 

extent. 

Cl 11 
.t:: d ot at all are lack of capital investments and access to capital and 

1a enges 1ace n t t 

Lack of good public image/teclmicalleadership 



4.5 Challenges faced by the firms in the application of competitive strategies 

(a) Ability and skills of managers and owners 

Why it's a challenge 
Why its not a challenge 

Managers are not always in a position to integrate and deliver to their Management willing to adopt 

maximum capabi lities 
change· which an: 

ConOict of interest in terms of KTDA indulging in se lling of loose participative, expcctati e and 

teas at their premises and yet they own the company 

Contra packaging 

Corporate governance- composition of the brand 

(b)Community and government regulations 

Why it 's a challenge 

Community would want to know the effect of such changes on brands 

Community demand Corporate ocial responsibility. 

Charged VAT makes product expensive hence not possible to achit:vc 

cost leadership effectively. 

I 
Middle and lower market segment tend to be pril:~..: SL'nsith·e and 

many may ignore quality if offered cheaper/poorer tea. Kcll·pa polky 

/ on quality is firm. Government n:gulation on V \ "I l:otdd r ·du 'l' 

I 
Shd f price CO t. 

'J axes by the government that afTt:ct gre. tl ' r 0, rdtl ility 

/

.hence government regulation i om tim 

I
I he community \\ uld \\ant n n p ren in t rm l f 

employm nt. 

supportive to change proces .. 

\Vhy it not a challenge 



(c)Ability and skills of staff 

Why it's a challenge 
Why its not a challenge 

There is need for continuous training and development to adapt to 

change. Not all staff have the qualifications that match up with their 

duties. 

Staff have been quick to adapt to changes and have been positive 

Not all staff would embrace change 

lob security employees always relate any change process to loss of 

job 

(d) Lack of resources/financial strength 

Why it's a challenge 
Why its not a challenge 

._ 

Financially sound 

4.5.1 Extent of counteracting the challenge 

The most applied strategies that arc applied to a ·very great extent 'tendin, to "grent 

extent" includes cost cutting and market focusing Staff tmining. strategic location~. 

process innovations, diversifications and lobbying an: us~:d to tl 'I'L':JI L'XIl'nt. 

Staff reduction is used to a little e. ·tent. L'\\' products und di\ 'l'l siti ·ati(llls :tr\' appliL·d 

to a very little extent. 

_, 
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CHAPTER FIVE 

SUMMARY, DISCUSSIONS AND CONCLUSIONS 

This chapter addresses the research questions and objectives outlined in Chapter one. The 

section also covers conclusions, reccmmendations, and suggestions for further research and 

study limitations. The objective of the study was to determine the challenges n1ced by 

Ketepa Ltd in implementations of Porter 's generic strategies. This study attempted to answer 

the questions: What are the major challenges faced in the tea industry in the implementation 

of porter's generic strategies. What are the obstacles hindering the use of Porter's generic 

strategies in the tea industry. 

5.1 Summary, Discussions and Conclusions 

The research had one major objective which was to determine the challenges faced in the 

application of Porter's generic strategies. The research hence concluded that ex tent of 

responding to changes in the environment was found to be of great extent. tate of 

competition in the tea packaging industry was found to be stili Reasons for competition 

were found to be competing for the same customer, sale of loose ll:a and cht:ap unbkndcd ten 

packed for export market which the company is strivin , to cnkr. 

Kctepa Limited has resorted to compditin: ·tratl:'gic · tor it )lk'l' tti llls , P~.·s1 . .':trch filldin •s 

indicate that it uses both consciou d ci ion und d 111. nd II llll th1.· n1 101111.'1 . 

''We operate in a liberalized mark t hen 
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Among the factors that were put in to consideration before the adoptions of the competitive 

strategies includes current position of the firm that is where does the firm want to be, changes 

in the environment, competition in the market, product quality and range and resources both 

financial and human among others. 

Poor coordination among functions in R&D and marketing, competition from none branded 

products, changing tastes and preferences of consumers and technological changes arc some 

of the challenges facing most firms to a large extent and making them not operate e1Tcctivcly. 

Cost cutting and market focusing, are some of tl1e strategies applied to a very great ex tent in 

Ketepa Limited to counteract these challenges. 

From the foregoing discussion the following conclu ·ion ma be dnm n regard ing the 

challenges faced in the implementation of Porter' generic strategies, that although abilit) 

and skills of managers and owners 'Vas found to be a challenge in the sense that managers 

Were not always in a position to integrate and deliver to their ma. ·imum capabilities, the 

management should be willing to adopt change· which an.! participatin>, e p •ctntive and 

~upportive to change process. 

'ommunity and government regulation \\en..: ound to bl: chalkn •in• h ·au-;t• ol ta ation, 

corporate social responsibility demanded by the community and '{l\'l'l'lllllt'nt l'l' •ulatiuns 

Which are sometimes a con ·traint to al . It i !'l:l'Olllllll'IHk I th 11 •on•tnlllt'llt to n .. · •tll:ttt' 

V A'I so that it reduce sh If co t thu mnkin pri l: till r l1hh.• ({l thl: {lll Ullh.'r inct' till· 

market is price cnsiti\'C. 
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5.2 Limitations of the study 

Some difficulties were encountered in the process of carrying out the study. Information 

was not easily available due to the fact that the researcher was not an employee in any of 

the players in the tea industry. This contributed greatly to the researcher getting 

inadequate information regarding the industry as a whole. The study also cannot be 

generalized to all players in the industry since the study focused on Ketepa Limited. It 

therefore did not cover all the other players in the industry for instance. the blenders, 

marketers and brokers who are also prone to these challenges. 

5.3 Recommendations for Further Research 

Competitive strategies are important for the survival and growth of any organization. 

These strategies will relate a firm to its environment which is very complex and chaotic. 

It is therefore recommended that further research be carried out on the implementation 

of Porter's generic strategies and other competit ive stnlle 'ics for tlw other pi n) crs in the 

tea industry, and also in the other industriL·s in the l'ountry. 'J he dL'gl'l.'L' to "hkh the 

level of education and level of control in a linn also inlluL'11L'L's th~: l(lrnHtl:ltion :llld 

implementation of these stratcgie needs to be r~..·~c·m:hcd on. 

5.-t Recommendation for Policy and l'ntcricl' 

As one looks at variou chall ng din th imJ I m nt tim li thL ' 1rinu tt.IIL' •i~..· . 
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Appendi~ I: Letter of Introduction 

August 2006 

Dear Respondent 

Y1BA RESEARCH PROJLC1 

APPE:\DICE . 

This interview guide I dcs1gncd to gather mforrnation on challenges of application of Porter's 
generic strategies in the tea mdust!") in Ken} a: Case stud) of Ketcpa Limited. This study is 
being carried out for a management project paper as required m partial fulfillment of the 
degree of Master of Business Administration. University of'\airobi. 

Your responses will be treated in strict confidence and in no instance \\ill your name be 
mentioned in the report 

Your cooperation wil l be highly appreciated 

Yours Faithfully 

KE"'!EI Z.C oR.oou·Iu 
MBA S fUDLt\T PROJLCT SUPI RVISOR 
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\ppcndi" ll : lntcn icn Guide 

Part I 

Re pondcnt information. 

I. ~arne of respondent ----------------------------
2. Position hdd in the organization------------------

3. )ear:s of 1!\pencnce m the organization--------------

Company Information. 

4. 

a) Do you have any othl!r branches? (Tick where appropriate) 

[]Yes [j"\o 

b) If yl!s, please give actual number of branches and \\here the} are located. 

No. OfBranches location -----------
5. Does the firm have the following? 

Vision statement []Yes [ ) No 

Mission statement 

Core \alues 

[]Yes 

(]Yes 

6. HO\\ is the strategy formulation process of the organization (Tick where appropriate). 
(] Formal i.e. through meetings and elaborate documentation. 
(] InfoimaJ i.e. responsibility of some individual and no daborate documentation. 
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Part II: ·tate of competition in the i ndu~try. 

7. To what extent does your organization respond to change:; in the em ironment ? 

1 ).To a great extent [ J 2) To moderate extent 1 ] 3) Fair [ ] 

4) A Little [] 5) ~ot at all [ ] 

8. llow \\Ould you rate the state of competition in the tea industry? 
1) Vel) stiff[] 2) Suff[] 3) Fairly stiff[ J 4) ~ot ~tilT [] 

5) Not sure! [] 

9. Who are )'OUr major competitors and why do you consider them ) our competition? 

I 0. Would you say that your organization has changed its competition tactics over the past 
the )ears? 

Yes l] No [] 

I I. Which criteria do the lirm base Its competition'! (Tick \\here! appropriate) 

Cost-leadership- Serving many industf) s~.:gments 

., Cost focus-seeking a cost advantage in Its target segment 

J Di ITerentiation- Providing a service that is unique/ diHerent from others. 
4 Differentiation locus-offering unique productlsef\ icc to its target segment 
5. More than one of the criteria·s m~.:ntioncd above 

"? .>-



6. Others not included above {specify) 

12. lias your organization resorted to any competiti vc strategies for its operations? 

Yes [] ~o l I 

13. Is using the competitive strategies a conscious decision by the firm or is it a demand from 

the customers? 

14. What ar\! some of the factors that were put into consideration before the adoption of the 

competiti vc strategies in 12 above? 
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Part Ill: C hallenge faced by the firm in the application of generic s trategies 

15 fhc following arc some of the issues idcntilied as challenges in the implememalion of 
competitive strategies. Please indicmc by a tick the extent to each is a challenge to your linn 
in operating effecuvel}. Please usc the foliO\\ ing scale. 

I ).Not at all 2).A ver) little extent 

3).A little extent 4).Gr\:at extent 5) Ycr) great extent 

2 3 4 5 

I. Lack or capital investment & access 
to capital 

() () () () () 

2 Poor supervision of labor/technical 
operations 

() () () () () 

3. Poor/cost!) distribution channels () () () () () 

4. Lack of good process engineering skills 
() () () () () 

5. Lack of good public image. technical 
lt!adcrship 

() () () () (J 

6 Poor coordination among functions m R&D( J 
and marketing 

7. Competition from none branded products ( ) 

8 Changing tastes&prefercnces or ccnsumers ( J 

9. Technological changes ( J 

I 0. Lack of proper combination of policies ( ) 

directed at the particular strategic target 

() () () () 

() () () () 

() () () [J 

( ) ( ) ( ) ( ) 

() () () () 
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16. Listed below arc other challenges faced b} firms in the implcmcnunion ofcompctiti\e 
strategies.Tick where appropriate and explain how it is a challenge 

1. Ability and skills of mana!!crs and O\\ ners ... Yes I J No I] 

2. Communit) and go\'ernmcnt regulations Yes [ ] No[ I 

3. Ability and skills of staff Yes l] No [ 1 

4. Lack ofrcsources Financial strength Yes I] ~or 1 

17. To what extent do you apply each of the following to counteract the challenges indicated 
above? Usc thl.! scale in 15 above 

2 3 4 5 

Cost cutting () () () () () 

Process innovations () () () () () 

Customer sen 1ce 
() () () () () 
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lncrl!ascd advertising 

Staff tmining 

talf reduction 

Nc\\ products 

!\ tarkct focusing 

i\ 1arkct segmentation 

Strategic location 

PR 

Diversification 

Lobbying 

() () () () () 

() () () () () 

() () [) () [) 

[) () () () [) 

() () () () () 

(J () () () [) 

() [) [) () [) 

() () [] () () 

() () [) [) [) 

() () () () () 

Thank ~ou for your cooperation 
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