A SURVEY OF BUSINESS GROWTH STRATEGIES APPLIED BY M EDICAL
INSURANCE ORGANIZATIONS IN KENYA

BY

YEGO K. STEPHEN

A RESEARCH PROJET SUBMITTED IN PARTIAL FULFILMENT O F THE
REQUIREMENT FOR THE AWARD OF THE DEGREE OF MASTER O F BUSINESS
ADMINISTRATION DEGREE, SCHOOL OF BUSINESS, UNIVERSI TY OF NAIROBI

OCTOBER, 2014



DECLARATION

This management research project is my originakvesrd has not been submitted for a

degree qualification in any other university.

Signed: ... Date: .o

Yego K. Stephen

D61/9158/2006

This management research project has been subrfottesamination with my approval

as the university supervisor.

Signed: ... Date:..ccovvviiiiiiinnns

Dr. Jackson K. Maalu
Senior Lecturer,
School of Business

University of Nairobi.



ACKNOWLEDGEMENTS

I would like to thank the Almighty God for grantimge good health, strength and support

without which this project would not have been céateyl.

| also take this opportunity to express my profogmndtitude and deep regards to my
Supervisor Dr. Maalu Jackson, for his exemplarydgaoce and direction in the course of

this project.

| express my deep gratitude to my loving family- maje Phyllis, our children Michelle,
Wayne, Debra and Dan for their moral support, pageand love that kept me going

through the entire period of my study.



DEDICATION

The project is dedicated to my beloved dad, treeN&it. Samuel Yego he was my mentor,
hero and my role model who molded me to what | aday. | also dedicate it to my

Mother, Mrs. Helen Yego for her relentless struggleaising us up.



ABSTRACT

Growth means change and proactive change is esisantia dynamic business
environment. The growth of a business firm is samio that of a human being who
passes through the stages of infancy, childhoadttambd and maturity. Growth Strategy
refers to a strategic plan formulated and implee@rfor expanding firm’s business.
Businesses therefore engage in growth and expassiategies that will enable them to
respond to the environmental challenges in ordgato competitive advantage over their
competitors, increase market share and indeedfarmued survival in the market. Firms
adopt various strategies based on the goals amttotgs. The different strategies have
different costs and related benefits that influeadeption. The medical insurance firms
are not an exception to this regard. The increasiggificance of growth strategies in
these firms therefore is of paramount importanceh® development of sustainable
competitive advantage. The overall objective of shaly was to establish the business
growth strategies applied by medical insurance raegdions in Kenya. This study was
guided and informed by various theoretical andrditere reviews. This was a cross-
sectional survey research. The study used primeatiey \@hich was collected using a semi-
structured questionnaire. Descriptive statistick danalysis methods were employed to
analyze the quantitative data obtained. The stuamty & response rate of 81.5%. The
findings revealed that business growth stratedias are adopted by medical insurance
firms in Kenya include diversification, product @édepment and market development.
These firms incorporate new features into exispngducts and introduce new products
as forms of product development strategies. Forketapenetration they persistently
advertise their medical insurance products anddnice new medical facilities. The
adoption of business growth strategies in medicsiiiance firms in Kenya is influenced
by availability of business opportunity, the firmfglancial capacity, customer demands
and competition. Price reduction, opening new nadiasurance offices in other
countries and diversification through medical teariand conferencing seem not to be
business growth strategies adopted by the medisarance firms in Kenya. In light of
the findings, the study recommends that these fisimsuld focus more on market
research and development so as to have a stromgfbasnnovation and sustainable
growth. These companies should also emphasis @nsification strategies.
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CHAPTER ONE: INTRODUCTION

1.1Background of the Study

In today’s competitive and dynamic business envitents companies map out their
plans how to sustain their business operationg, tenpetitive advantage and increase
their profitability using the concept of strategi@anagement. Business firms engage in
growth and expansion strategies that will enabéamthio respond to the environmental
challenges in order to gain competitive advantags their competitors, increase market
share and indeed for continued survival in the miarkhompson, Strickland and Gamble
(2007) argued that the main objective of any sipaia an organization is to improve its
financial performance, strengthen its competitivesifion and to outdo its rivals.
Competitive advantage describes a situation whesetiympany is able to create value in
a way that its competitors cannot match (Carpeater Saunders, 2007). Appropriate
growth strategies will enable organizations achievenpetitive advantage. The more
firms grow the more resources they can access,fitmgrowth is considered as a path

dependent process.

According to Ansoff (1987), companies can grow kusiness via existing and/or new
products, in existing and/or new markets. Markehgbation strategy means that
companies are selling more of their existing praslus existing markets. This can be
achieved by taking a share from the competitosyaaittracting non users. The company
can also develop new products for the existing etarkproduct development) or enter

new markets (segments) with present products (mhdekeslopment). The latter does not



necessarily have to be done through internaticaiatia. Finally, diversification means to

enter new markets (segments) with new products.

The medical insurance firms like any other busiessgeed growth strategies in order to
thrive. They can pursue organic growth where thieyigh back their profits into the

businesses or inorganic growth where they strivectoeve growth through mergers with
other businesses, Kimani, Ettarh, Kyobutun, Mberukényiva (2012). Both growth

perspectives will require an organization endowath vinancial resources and other
capabilities. Medical Insurance firms must chodse tight growth strategies before
committing their resources. The choice of a growsttategy may be determined by
changes in a segment of business. Bowen and C(@fk&2) argue that every market
consist of groups or segments of customers witferdiht needs and demands. It also
important to appreciate that medical insurance fatlopts certain growth strategies in
response to changes in the environment. Akan, Adleth Helmes (2006) argued that a
venture can choose how it wants to compete basethematch between its type of
competitive advantage and the market target pursisethe determinants of choice.
Therefore, medical insurance firms must chooseb#et strategies to ensure that growth

iSs maintained.

1.1.1 Business Growth Strategies

Firms evolve and develop through a lifecycle; tthey are born, they grow, they mature,
they decline and sometimes they die. Business grogfers to an increase in the size or
scale of operations of a firm usually accompanigébrease in its resources and output.

As a matter of fact, growth is precondition for thervival of a business firm. An



enterprise that does not grow may in course of timee to be closed down because of its
obsolete products. The market is full of exampliegevy popular products disappearing
from the scene for lack of growth plans. For examplgers vanished from the market

because better technology product i.e. cell pharezs introduced (Dollinger, 2006).

Christensen and Michael (2008) suggest that compamave two basic options when
they seek to build new growth in business. They parsue a sustaining innovation
strategy in which they bring better products to éResting customers in existing markets
or they can pursue a disruptive innovation stratéhgy either creates a new market by
targeting non-consumers or offers a ‘good enougbdipct to ‘over served’ customers at
lower prices. Zook (2004) argued that 75 per cdrgrowth strategies fail to meet the
shareholders expectations. Emphasis should thereber put on choosing growth

strategies that can help organizations achieveehb&ters expectations.

According to Thompson et al. (2007) growth via aston is perhaps the most
frequently used strategy employed by ambitious emup companies to form an
enterprise that has greater competitive strengthaalarger share of the overall market.
The institutions must acquire organizations thall v@ad to financial synergy and
improve on the overall performance of the instdanti Growth strategies involve
exploring business opportunities for both finane@atl competitive advantage. (Grundy,

1995).

Factors relating to the growth of a firm are variBelmar et al., 2003). However, growth
is a necessary driving force behind a firm’s contivetadvantage if it is to survive in the

3



very long term. For a firm to grow successfullymtist be able to ascertain its limitations
and strengths and leverage on those areas. HamdPramalad (1994), advises that to
develop effective growth strategies for firms, thewst utilize their resources and
capabilities appropriately. In an ever changingifess environment or landscape, the
firm must leverage on the appropriate combinatibmesources and competencies that

will yield significant returns.

Growth strategies focus resources into opportunifie growth. Mungai (2010) argues
that a firm’s growth is important in order to attrand maintain diverse customers. The
main aim that guides almost every business orghoizds to secure survival through
growth and profitability. Profitable organizationgll have the resources to support
growth which in turn will lead to more profitabifit The concept of growth must
therefore be taken seriously by an organizationisty to meet the goal of shareholders

wealth maximization.

1.1.2 Medical Insurance Firms in Kenya

Health insurance in Kenya can be accessed thrdugle thealth scheme programmes:
public health insurance, private insurance firmd &m some extent community-based
health insurance (CBHI) organizations. Private tmeahsurance is predominantly
accessible to the middle and higher-income grotfasdni, Ettarh, Kyobutun, Mberu
and Kavinya, 2012)Community-based health insurance is relatively newKenya
having been established in 1999, and, as a resbks limited coverage. According to
the Kenya Community-Based Health Financing AssmiatKCBHFA), currently, there

are 38 CBHF schemes, with 100,510 principle memivérs contribute for a total of 470,



550 insured beneficiaries (Kimani et al, 2012).sTisi a paltry 1.2% of the total Kenyan

population.

Existing studies show that the poor are more likidyget sick, less likely to use
preventive and curative health care, and conselyemave higher mortality rates.
According to these studies, one of the factorsaesible for these challenges is high out-
of-pocket payments for health care. The 2010 Wdikehlth Report and the 2010
Millennium Development Goals report underscoreithgortance of reducing disparities
in access to health care, particularly among ther pmd marginalized groups through
universal health coverage. Extending access totthemdre to all segments of the
population, including the poor is an important chijge of the Kenyan government's
national health sector strategic plan and natiolezelopment agenda as outlined in the

Kenya Vision 2030 policy framework.

According to the NHIF website (2014), the NSHIF iggtion seeks to transform the
current National Hospital Insurance Fund (NHIF)oire universal health coverage
program, which will ensure equity and access tdtheare services by all citizens. One
of the criticisms of the NHIF is its failure to &aout to the majority of Kenyans,
especially the poor and those in the informal gedtor example, the NHIF imposes a
penalty that is five times the contribution amodot those who do not make their
payments by the due date. This regulation partigulaurts the poor, the unemployed
and casual workers in the informal sector, who dbhave a steady income that would

enable them, pay their contributions regularly.



The NHIF was established by an Act of Parliamen1l®66, as a national contributory
hospital insurance scheme with the objective ofigling Kenyan citizens with access to
quality and affordable healthcare. Contributiond amembership are compulsory for all
civil servants and formal sector employees, andmitaly for those in the informal sector
and retirees. Currently, the NHIF only pays for datipnt costs at selected (mostly
government) hospitals. Nationally, in 2010, anreated 2 million primary contributors

and about 8 million dependents were enrolled in Nb#€F program, with a majority

(about 74%) residing in the urban areas. Besided\tHIF, in Kenya, individuals can

access health insurance through private insuranos find to some extent community-
based health insurance (CBHI) organizations. Dueogi considerations, private health
insurance is predominantly accessible to the middte higher-income groups.
Community-based health insurance is relatively meWenya having been established in
1999, and, as a result it has limited coverageoAting to the Kenya Community-Based
Health Financing Association (KCBHFA), currentlpete are nine institutions offering
community health financing schemes with 410,997ekeraries or about 1% of the

population covered.

1.2 Research Problem

Organizations devise growth strategies when tHggaives can no longer be adequately
met within the scope of their present operatingiremment. The growth of a firm is a
multifaceted phenomenon and the factors relatintpéogrowth of a firm are varied. If a
firm’s objectives cannot be achieved in the curreatket, it may opt to change strategy.
If opportunities are presented to the firm in newrket areas than accruing from its

existing market then the organization may adapbepefit from such opportunities. A
6



firm can adopt different strategies at differentnp® of time, (Carpenter, and Saunders
2007). Every firm has to develop its own growthattgy according to its own

characteristics and environment which has positinpacts on its growth parameters.
There has been rigorous discourse on growth siyrate@ subject matter for quite some
time. The importance of growth strategies and théeustanding of the growth concept
are of paramount significance to any businessyentbwever, growth is a necessary
driving force behind a firm’s competitive advantaé is to survive in the very long

term. For a firm to grow successfully, it must Hdeato ascertain its limitations and

strengths and leverage on those areas.

The medical insurance industry in Kenya is currentlgifig increased turbulence, fast
changing, uncertain situations and increased |lesfet®mpetition within the industry. Many

medical insurance firms are no longer stable bex#lus environmental forces are rapidly
changing. The most common forces of change initidastry include ever changing client
needs, increased globalization, and changes imodofpy, new health products and market
innovation, changes in consumer preferences, regulinfluences and government policy
changes.This has therefore led to the need for medical rerste companies to adopt
growth strategies to remain competitive. The libeaion of the economy and forces of
globalization coupled with developments in the trealector environment have made

competition stiffer in the medical industry.

Wanyande (2006) did a study on the application $df's growth strategies by internet
service providers in Kenya and found out that IS®%tinuously adopt business growth

strategies dictated by the dynamism of the busieesgonment in which they operate.



Gacheru (2013) did a study on the growth strateg@spted by private hospitals in
Nairobi. The findings on factors influencing theoate of growth strategies indicated that
the most important factor affecting choice of grovetrategies was the availability of
resources followed by vision and mission of thetiingson of the hospitals, customer
needs, competition, goals and objectives, the lasinenvironment, shareholders
influence, expected profits and economic stabiledical insurance firms in Kenya
craft and implement growth strategies to enablentimeeet their customers’ needs and
maximize shareholders’ wealth. Existing literatim@s not comprehensively addressed
growth strategies applied by these medical ins@dinms. This study therefore seeks to
answer the research questions, what growth stesteaye applied by medical insurance
firms in Kenya? What are factors that influence¢heice of growth strategies in medical

insurance firms in Kenya?

1.3 Research Objectives

The study will be guided by the following reseaadijectives;

i. To establish the business growth strategies applechedical insurance firms in

Kenya.

ii.  To identify factors considered in choosing busingssvth strategies by medical

insurance firms in Kenya.

1.4 Value of the Study

The research will aim at determining the applicataf business growth strategies by
medical insurance organizations in Kenya. The stwilyact as a reference point to

various stakeholders in the medical insurance sastohey will be able to identify areas
8



that can be improved and will propose specific magss that can enhance business

competitiveness.

Policy makers will obtain knowledge on the busingssvth models that are suitable and
sustainable and thus design appropriate policiswiil regulate the sector. The medical
insurance firms will use the findings to determirfiactors that influence the

implementation of business growth strategy actsitthat affect their operations. For
scholars the study will provide information and wiedge on business growth strategies
applied among medical insurance firms in Kenya asdvell as suggest areas for further

study.

This study will provide an insight to business gtiovand development practitioners. It
will also provide vital information to businessnfis and medical insurance firms in
particular on how best business growth strategaasbe adopted and how to mitigate the
expected challenges. By gaining understanding efnttost important business growth
factors, organizations will have to organize thdwese in a way that ensures success.
With knowing such factors, organizations will bdeato better prepare for the dynamic
business environment and thus operate successfhullype able to compete in the global

market.



CHAPTER TWO: LITERATURE REVIEW
2.1 Introduction

This chapter discusses the literature on businesstly strategy and factors leading to
growth strategies adoption in organizations. It \wé informed by a review of relevant

literature and guided by the theoretical review.

2.2 Theoretical Review

This research was centered on the theories of magonal growth. According to Bhide
(2000) business growth is similar to the humandiele, as humans pass through stages
of physiological and psychological development frotfancy to adulthood, businesses
evolve in the same predictable ways and encourgtas problems in their growth.
Hisrich, Peters and Shepherd (2008) noted that thromakes organizations bigger and
hence they are able to enjoy the benefits basesizen They added that higher volumes
increase product efficiency, make the firm moreaattve to suppliers and increase its
bargaining power. In addition, they argued thatesenhances legitimacy of an
organization since larger organizations are peeckiyy customers, financiers and other

stakeholders as being more stable and prestigious.

The study of growth strategies adopted by varimssitutions has been carried out by
various scholars. Ansoff viewed strategy as a mally planned and implemented
strategy. This has remained in much of the praciatheory of strategic management.
Mintzbeg viewed strategy as an incremental or arergant process giving rise to
unpredictable patterns of activity. However thisilldobe argued that the complexity of

addressing pluralistic problems contexts has nenhlfelly addressed within the theory.
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Confronted by increasingly turbulent and compleximmments, managers have become
more interested in understanding the conditions #&ordes that enable or disable
successful changes in growth strategies. Yet, larigecause of their tendency to use
fuzzy definitions and inadequate methodologies, igogb studies of changes in strategy
have not provided practitioners with a set of wedited theories. To provide a basis for
circumscribing, evaluating, and directing futuresaarch, this project began by
developing a framework for assessing growth stratbgst practices. DuBrin (2006)

explained that intensive growth strategy or expamsnvolves raising the market share,
sales revenue and profit of the present produseorices. The firm slowly increases its

production and so it is called internal growth t&tgy.

2.2.1 Ansoff's Growth Matrix Model

The Ansoff's growth strategies are well discusssidgithe Ansoff growth matrix. This is

a marketing planning tool which was first publishedhe Harvard Business Review in
1957, and has given generations of marketers anthdss leaders a quick and simple
way of thinking about growth that helps a busindstermine its product and market
growth strategy. It suggests four alternative mimkestrategies which hinge on whether

products are new or existing. Within each stratibgye is a differing level of risk.

Intensive growth strategies also referred to asoKfRroduct-Market Expansion Grid
involves raising the market share, sales revenuepaofits of the present products or
services. The firm slowly increases its productamd so it is called internal growth
strategy. It is a good strategy for firms with siemakhare of the market. The model was

proposed by Ansoff (1957) comprises most of theeetspwhich are assessed by many
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authors as major strategies for SME growth. Kqi2602) argued that the most common
model for analyzing the possible strategic directibat organizations can follow is
Ansoff Matrix. The model presents strategic grilattcan assist firms identify their
future strategic growth direction and are used whrens are planning for growth. The
matrix itemizes four basic ways in which a firm avelop its portfolio of products and
markets. It also emphasizes the degree of riskhefapproach. To present alternative
cooperative growth strategies, Ansoff presented arimthat focused on the firm’s
present and potential products and market (cong)mgr this model, potential areas
where competencies and generic strategies can fileydd are depicted in four broad
alternatives; market penetration, market develogmemoduct development and

diversification.

Market penetration is a strategy where the busif@asses on selling existing products
into existing markets. This increases the revendethe organization. Market

development is a growth strategy where the busisesks to sell its existing products
into new markets. This means that the productesséime but it is marketed to the new
audience. Product development is a growth straveigre a business aims to introduce
new products into existing markets. This strateggymeed the development of new

competencies and requires the business to reviskiglis to appeal to existing markets.

Diversification is the growth strategy where a bess markets new products in new
markets. This is an intrinsically riskier strateggcause the business is moving into

markets in which it has little or no experience.

12



Ansoff's Matrix is a relevant tool to managers whoe seeking growth in their
organizations. Lynch (2009) pointed out that thiatnw identifies the products and
market options available to the organizations iditlg the possibility of withdrawal and
movement into unrelated markets. He further adtatthe distinction is drawn between
markets which are defined as customers and produbish are defined as items sold to
the customer. It is worth noting that this modehjgplicable when a company chooses to

introduce new products or establish new markets.

Table.1.1 Ansoff Product/Market Matrix

Product
Market Present New
Present Market Penetration Product Development
New Market Development Diversification

Source: Ansoff (1987)

According to Lynch (2009), a company may engageraduct development to utilize the
excess of product capacity, to counter competginty, to exploit new technology or to
protect the overall market. A business introducew mproducts into existing markets.
Pearce and Robinson (1997) argued that productlafewent is appropriate if the
management feels that the firm’'s existing customeosild be interested in product

related to its current line.
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Product development can be done through incorpmyatiew features in a product,
applying quality variations, developing additiomabdels and sizes. The ultimate focus
on the above is to attract satisfied customersto products. The new products are then
introduced into the existing market. Organizatitimst continually engage into product
development will have an edge over organizatiorst tho not undertake product

development.

Involves growth strategies where a business fosueseselling existing products into
existing markets in order to maintain or incredsernarket share of the current products,
secure dominance of growth markets, restructure aaum®d market by driving out
competitors and increasing the usage of existirgjoroners. Mungai (2010) argues that
the ultimate objective of market penetration sgwgtes to increase the net income along
with total revenue and also enable a firm maintaiimcrease the market share of current

products.

Lynch (2009) explains that without moving outsidke torganization’s current range of
products or services, it may be possible to attcastomers from directly competing
products by penetrating the market. He adds thakehgenetration strategy should
begin with the existing customers with such thingamprovement of product quality or

levels of service, advertising and promotions.

This strategy involves the organization moving bel/ds immediate customer focus into
attracting new customers for the existing prodacige. It may seek new segment of the

market, new geographical area or new uses of ddymts or services that will bring in

14



new customers (Lynch, 2009). Market developmenthesen if the firm’'s strategic
managers feel that its existing products would b# mceived by new customers (Pearce
and Robinson, 2007). They further added that madetelopment allows firms to
practice a form of concentration growth by identifynew uses for existing products and
new demographically, psycho-graphically and gedgcgly defined markets. This can
be achieved through opening of either new geogcaphiarkets, or through regional and

international expansions and advertising.

Beyond a certain point, it is no longer possible dofirm to increase its basic product
market. Diversification is one of the four broadagtgic choices in Ignor Ansoff Matrix.
Diversification enables an organization gain contipet advantage by developing new
products for new markets. However, it is the maskyr strategy as it requires both

product and market development and which may b&ideithe firm’s core competencies.

Diversification may either be concentric/relatedconglomerate/unrelated (Hunger and
Wheelen, 2009). Porter (1998) explains that themate behind diversification is that a
firm can gain competitive advantage if it has sk resources that it can transfer into
new markets. According to Thompson et al. (200@mganies that strive to grow their
revenues and earnings year after year have toamdttfolio of strategic initiatives. This

therefore calls for diversification for companies.

Kotler et al. (2005) argued that firms that opeiatéhe global industry must compete on

worldwide basis if they are to succeed because #teategies positions in specific
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markets are affected strongly by their overall glopositions. Hunger and Wheelen
(2009) stated that related diversification would dgpropriate if a firm has a strong
competitive position but current industry attraetiess is low. This means that the

company will introduce new products that are reldtethe existing products.

One of the convincing justifications of diversifian seems to be long range reducing
the risks of continuing an old portfolio of a compain the light of changing

environment. Lynch (2009) points out that there @®@od strategic reasons for
diversification-for a company to be reliant on ordpe product or customer carries
immense risk if for any reason, that product owisess should fail or the customer should

go elsewhere.

2.3 Business Growth Strategies

Business growth takes places in many ways and @rdibided into two broad
categories— organic and inorganic growth. Organbevgh can also be termed as internal
growth. It is growth from within. It is planned astbw increase in the size and resources
of the firm. A firm can grow internally by plougharback of its profits into the business
every year leading to the growth of production aades turnover of the business,
increase in the sales of existing products or byirmgdnew products, asset replication,
exploitation of technology, better customer relasioinnovation of new technology and

products to fill gaps in the market place, Pasé2@06).

Internal growth is slow and involves comparativdiitle change in the existing
organization structure. The ways used by the managefor internal growth include

intensification, diversification and modernizatidmorganic growth strategies refer to
16



external growth and involve a merger of two or mbusiness firm (Akpinar, 2009). A
firm may acquire another firm or firms may combibtegether to improve their
competitive strength. External growth has beemgited by the business houses through
mergers, acquisitions and joint venture. It is fastl allows immediate utilization of
acquired asset. Romer (1994), says it is less @kt does not result in expansion in
capacity. Firms that choose to grow inorganicaby @ain access to new markets and
fresh ideas that become available through sucdessfigers and acquisitions (Gorman,

2001).

A firm’s strategy is at its best continuously revex to be able to act, react and adapt to
the movements in a company’s business environmedt sustain its competitive
advantage. When a firm seeks to grow, it is alstrategic question whether to diversify

or internationalize to sustain its business opemnati

Growth Strategy refers to a strategic plan formredaand implemented for expanding
firm’'s business. For smaller businesses, growtimglare especially important because
these businesses get easily affected even by stalenges in the marketplace.
Changes in customers, new moves by competitofficuations in the overall business
environment can negatively impact their cash flovaivery short time frame. Negative
impact on cash flow, if not projected and adjudtad can force them to shut down. That

is why they need to plan for their future (Rhon2@10).

In many developing countries, consistent economavth over the past decade has
brought new wealth and demand for financial sessiagile liberalization has led to

increased competition in retail financial servitesnany places. As a result, the reach
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and coverage of the formal financial sector hasvgr@Norld Bank, 2008). According to

Saxena (2005), there are different type of growthtsgies are available each having
advantage and disadvantage of its own. A firm aopadifferent strategies at different
points of time. Every firm has to develop its ownowgth strategy according to its own

characteristics and environment.

Internal growth is growth from within. It is planthend slow increase in the size and
resources of the firm. A firm can grow internally ploughing back of its profits into the
business every year. This leads to the growth oflyetion and sales turnover of the
business. Internal growth may take place eitheyutin increase in the sales of existing
products or by adding new products. Internal growtelow and involves comparatively
little change in the existing organization struetut can be planned and managed easily

as it is slow (Ghosh, 2000).

External growth involves growth through externalame such a merger and joint venture.
A firm may acquire another firm or firms may combitogether resources to improve

their market competitive strength.

2.4 Factors Influencing Choice of Growth Strategies

The choice of suitable growth strategies in an wimgdion is not easy. It involves

consideration of many factors which may be tangdsletangible. Pearce and Robinson
(2007) argue that for a strategy to be succesgfaiust place realistic requirements on
the firm’s internal capabilities. The process atatls for the involvement of many of the
organizations stakeholders as lack of involvemeay aifect the implementation of the

strategies.
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Businesses adopt growth as a survival strategg. dampetitive market businesses work
hard to outperform others through direct or indireompetition. Direct competition

comes from other firms manufacturing the same prbdinile indirect competition may

come from availability of cheaper substitutes. Tovare the competition the business
has to continuously bring new versions of basicdpod to maintain an edge over its
competitors. Severe competition forces a firm towgand gain competitive strength. A
growing concern will be an innovator and can eafsye the risk of competition. Thus
growth is means of survival in a competitive analig@nging environment (Saxena,

2005).

Growth enables the economies of Scale. Growthfioframay provide several economies
in production, purchasing, marketing, finance, ngamaent etc. A growing firm enjoys
the advantages of bulk purchase of materials, as&@ bargaining power, spreading of
overheads, expert management etc. This leads toctmst of production and higher
margin of profit. The owners of a company get themate benefit of growth in the form
of higher profits. Capable management may on ita bke to take carefully calculated

risk and expand the size of the company (Saxerég)20

Expansion of the market can also provide growtthat Increase in demand for goods
and services leads business firms to increaseupglysalso. Population explosion and
transportation led to increase in the size of mtarkehich in turn resulted in mass

production. Business firms grow to meet the indrepdemand. The more the size of the
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business firm increase the more is the prestige powier of the firm. Businessmen

satisfy their urge for power by increasing the sizéheir business firm (Rhonda, 2010).

Kimani (2011) in his study on factors influencirtgasegy choice in Kenyan commercial
banks found out that banks consider costs of greivdtegies and the expected return in
their choice of strategies. The growth strategidspted should be affordable to the
business. The strategies chosen should also leeinvith the organizations’ short-terms
and long-terms goals. According to Githegi (20tbmpetition is seen as the main factor
that influences strategic choices. A particulamgtostrategy may be favored over others
in order to achieve competitive advantage. Howewuéner factors like organizational
structure, leadership, culture and technologicalaades influence choices made by

organizations.

An organization should critically analyze thesetdas and how a particular growth
strategy may affect them. The resource-based viemsiders a firm’'s own set of
resources and capabilities as the drivers of groaviti states that a firm predicts the
growth strategies based on its resources and cemges (Otto and Low, 1998). The
more firms grow the more resources they can aceess hence firm’'s growth is
considered as a path dependent process (Akpin@8)2This therefore calls for well

thought and ambitious but realistic growth pland simategies.

However business growth strategy adoption and imeigation comes with its own
challenges. Finance is major hindrance to growtdtesgies. Growth, especially external
growth, requires additional capital investment vishis sometimes difficult for a firm to

arrange. Many financial institutions acquire fuhdbugh initial public offers. This allows
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members of the public to invest in the dynamic tastl growing sector in anticipation of

good returns (Rhonda, 2010).

Human Relations Problems are also major challengdgch arise when firm,
management lose personal touch with employees astdroers. Motivation and morale
tend to be low resulting in inefficiency. Growttcieases the functions and complexities
of operations. As the number of functions and depamts increase, coordination and
control become very difficult. If the organizatiand management structure is not
capable of accommodating them, growth may be hdrrfRinonda, 2010). Under
conglomerate growth, a firm enters new industried aew markets about which the
managers know little. Managers find it difficult fond and develop people who can
quickly handle new units and improve their earnogential against heavy odds. From
social point of view also big firms may be undesieaas they may lead to concentration
of economic power and creation of monopolies whitdly exploit consumers. In their
desire for growth firms indulge in combative adigng. The quickening growth creates
a cultural gap when society finds it difficult toge with technological change (Rhonda,

2010).

2.5 Empirical Review
A study by Quarshie and Asare (2010) on the grovginategies in the

Telecommunication industry, the case of MTN opera&i in emerging markets
conducted in Sweden revealed that there were fadiuat the telecommunications
company could not have planned but still affect gnewth strategies, factors such as

government’s requirement for the registration ofade of their subscribers for policy
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making. The study further revealed that planneatesgies within the telecommunications
industry have a lot of advantages such insigniticaduction in revenue regardless of
competition. From this study it was evident tharpled or deliberate growth strategies
which are implemented with some level of flexilyilitave far reaching effects in terms of

competitive advantages.

Based on an empirical study of 413 firms, Wiklurtdaé (2009) suggest a model of
business growth, in which they identify differenariables affecting small business
growth. Results of their research indicate that eefgtions of changed working

conditions are the main concern for businesses wbaesidering growth.

Baker (2008) on his study on strategic plan forwghoin Indian firms posited that

organizational growth has obvious upsides. It spafsscreation. It creates a stimulating
and exciting environment within a firm. It creatggportunities for the business founder
and others in the company to become wealthy. Ozgéonnal growth also has

downsides. When growth is too rapid, chaos cangitev such a situation a company
may see increased sales but a drop in profits. ginkss may outgrow the skills of its
leader, its employees, and its advisers. All thoselved are likely to become stressed

out trying to keep up with the demands of expansion

A study by Roberts (2004) organizational firm parformance and growth in UK firms
further indicated that most entrepreneurs who areifate enough to experience growth
soon discover that success as a business ownen'doesan you have arrived and can

now sleep at night. Expanding a company doesntmesan grappling with the same
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problems on a larger scale. It means understandufjgsting to and managing a whole
new set of challenges. It often means building arahaging a very different sort of

business. Organizational growth almost always predua company that's much more
complex one that needs a much more sophisticategeaent team, and one that may

well need a new infrastructure.

Kibet (2013) did a study on adoption of growth &gies by African merchant assurance
company Kenya and found that not all growth striaethat an organization pursues are
profitable or yields success. Sometimes growthesgsaadoption it becomes a big burden
to organization. The study recommended that congsamiake intensive but strategic use
of the three Ansoff's growth opportunities of markeenetration, market development

and product development.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter describes the procedure that waswetioin conducting the research. It
describes the whole research process which inclueesarch design, population of the
study, data collection as well as the instrumehg were used for data collection and

analysis.

3.2 Research Design

The researcher utilized a descriptive census sur&egesearch design constitutes the
collection, measurement and analysis of data (Mdgeand Mugenda, 2003). The
descriptive research design was selected becaasmyital issue under study covers a
wide geographical area and gave the researchemoppertunity to investigate the

situation holistically and generate either qualator quantitative data. Basically, a
survey is an in-depth study of a particular sitatand is used to narrow down a very

broad field of research into one easily researehsdgic.

3.3 Population

The population for this study comprised all mediogurance firms in Kenya. According
to the Insurance Regulatory Authority (IRA Kenysy at July 2014, there were 27
medical insurance firms in Kenya. It is from the @&dical insurance firms that the
respondents were drawn. The researcher utilizeghaus survey where all the medical

insurance firms had one participatory respondent.
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3.4 Data Collection

Primary data was used for this study because oh#étere of responses required by the
topic under study. Data was collected using a setnitctured questionnaire drafted in
line with the research objectives and which wasdew into three sections. The first
section comprised the basic organizational backgtoinformation; the second part
consists of questions assessing the applicatioAnsbff’'s growth strategies while the
third part consists of questions determining thatdis that influence medical insurance
firms to adopt the Ansoff's growth strategies. Tluestionnaire had both open-ended and

closed questions in which the respondents gavergigs on a 5-point Likert Scale.

E-mail and drop-pick later method were employeddministering the questionnaires to
the heads of strategy/corporate development masiafehe respective medical firms as
they are considered key in growth strategy appticadecisions. This is because of their
level of involvement in the growth strategies ahd business development process and

therefore they are adequately informed on the topaer study.

3.5 Data Analysis

The data collected was edited for completenes$onmity, accuracy and consistency. It
was further coded to classify responses into megulircategories to enable data to be
analyzed. The coded data was analyzed using gatargitdata analysis tool - Microsoft

Excel. Descriptive statistics such as frequencyribigtion was used in order to examine
the pattern of responses to each of the variablederu description. Percentages,
frequencies and arithmetic mean were used in cwdacilitate comparisons. Tables

were used in presentation of data findings.
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CHAPTER FOUR: DATA ANALYSIS, RESULTS AND DISCUSSION

4.1 Introduction

This chapter presents the research findings. lcudises the medical insurance
organizations’ profiles, the business growth sgi® and factors influencing the choice
of business growth strategies in these firms. Thta dbtained was analyzed using

descriptive statistics and the results presenteahies.

4.2 Medical Insurance Firms Profile
The study sought some background information reél&tethe topic under investigation

on the medical insurance firms in Kenya. The numbfepeople insured, the firms’
ownership and the duration of time these firms hiagen in operation was considered

relevant to the study.

4.2.1 Number of People Insured per Firm

The respondents in the respective medical insurtimis were asked to state the number
of people insured by their respective firms. Thaswlone so as to find out whether these
medical insurance firms have a good number of Wig¢a influence the adoption of
business growth strategies. This was a close equalestion that gave the respondents the
opportunity to tick the class in which the categofytheir clients fall. The results were

displayed as per table 4.2.1
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Table 4.2.1 Number of People Insured

Number of People | Frequency Percent Cumulative
Insured Percent
Below 3000 2 9.1 9.1
3001-6000 5 22.7 31.8
6001-9000 8 36.4 68.2
9001-12000 4 18.2 86.4
Above 12000 3 13.6 100

Total 22 100

Source: Research data

From the findings in Table 4.2.1, 90.9% of the syed firms had over 3000 people

insured with only 2 firms having below 3000 peoipigured.

4.2.2 Medical Insurance Firms Ownership
The study sought to establish the firms’ ownerslilge respondents were asked to state
whether their firms’ are locally, foreign or botbchlly and foreign owned. The results

were displayed in table 4.2.2

Ownership Frequency Percent Cumulative
Percent

Locally owned 19 86.4 86.4

Foreign owned 3 13.6 100

Both locally and 0 0.0 100

foreign owned

Total 22 100

Source: Research data

27



From the findings in table 4.2.2, 19 of the respord revealed that their firms are
locally owned while 3 were foreign owned.

4.2.3 Length of Medical Firm Operation

The respondents were asked to indicate the lerfgtme their respective medical firms
have been in operation. They were asked to ticklteek boxes of less than five years,
5to 10 years, 10 to 15 years and more than 15year

The study sought to know the duration in yearsfitimes have been in operation so as to
ensure that the study involved medical firms whitéve been in operation for a
considerable length of time. The more the time fimas have been in operation the
higher the chances they are experienced businesglgstrategies in the industry they

are operating. The findings are displayed in &abP.3
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Table 4.2.3 Duration in Years Medical Firms Have Ben in Operation

Duration of Frequency Percent Cumulative
operation Percent
Below 5 years 3 13.6 13.6

5-10 Years 5 22.7 36.3

10-15 Years 8 36.4 72.7

More than 15 years| 6 27.3 100

Total 22 100

Source: Research data

The findings as displayed in Table 4.2.3 show 8&#% of the respondent firntsead
been in operation for over 5 years. This indicatest the targeted population was
resourceful in the topic under study as it has enta&red business growth strategies.

4.3 Business Growth Strategies

The respondents were asked to rate their respamsasscale of 1 to 5 on how they
agree with the business growth strategies apphetheéir firms in order to achieve
growth, where 1 represents strongly disagree, 2ligagree, 3 for neutral, 4 for agree
and 5 for strongly disagree. Five factors undemnostrategy, four factors under
product development strategies, four factors undarket penetration strategies, five
factor under market development strategies andetliaetors under diversification
strategies were subjected to analysis using déserignalysis.

4.3.1 Growth Strategies

Five factors were subjected to analysis to detezmvhich type of growth strategies is

employed by the medical insurance firms to achgresvth.
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4.3.1.1 Diversification

The study sought to find out whether diversificateffects the business growth strategy.
The strongest point had a score of five while theakest point scored 1 point. The

findings are displayed in table 4.3.1

Table 4.3.1 Diversification

Diversification Frequency Percent Cumulative
Percent
Strongly Disagree 0 0 0
Disagree 1 4.5 4.5
Neutral 3 13.6 18.2
Agree 8 36.4 54.5
Strongly Agree 10 45.5 100
Total 22 100

Source: Research Data

From the findings in Table 4.3.1, 8 of the resportsl@greed that diversification affects
the growth strategy while 10 of the respondentsngfly agreed that diversification affect

the business growth strategies.

This shows that diversification strongly influertbe business growth strategy.
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4.3.1.2 Product Development

The study sought to find out whether product dgwelent is a strategy that has been
used by the medical insurance firms to achieve troWhe strongest point had a score of
five while the weakest point scored 1 point. Thmelfings are displayed in table 4.3.2

Table 4.3.2 Product Development

Product Frequency Percent Cumulative
Development Percent
Strongly Disagree | O 0 0
Disagree 2 9.1 9.1
Neutral 4 18.2 27.3
Agree 10 455 72.7
Strongly Agree 6 27.3 100

Total 22 100

Source: Research Data

From the findings in Table 4.3.2, 10 of the respaorid agreed that product development
is used to achieve growth while 6 of the resporglestitongly agreed that product

development is used to achieve growth.

This shows that product development highly inflleshdhe growth of the medical

insurance firms in Kenya.
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4.3.1.3 Market Development

The study sought to find out whether market develept affects the growth of medical
insurance firms in Kenya. The strongest point hadae of five while the weakest point
scored 1 point. The findings are displayed in Tab83

Table 4.3.3 Market Development

Market Frequency Percent Cumulative
Development Percent
Strongly Disagree| O 0 0
Disagree 1 4.5 4.5
Neutral 5 22.7 27.3
Agree 13 59.1 86.4
Strongly Agree 3 13.6 100

Total 22 100

Source: Research Data

From the findings in Table 4.3.3, 5 respondentsewerutral, 13 agreed and 3 strongly
agreed. This shows that the market developmenti@fls@nce the growth of the medical

insurance firms in Kenya.

4.3.1.4 Mergers and Acquisitions
It was also important for the study to find out Wiex mergers and acquisitions affect the
medical insurance firms’ growth. The strongest dadtad a score of five while the

weakest factor scored 1 point. The findings arpldiged in Table 4.3.4
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Table 4.3.4 Mergers and Acquisitions

Mergers and Frequency Percent Cumulative
Acquisitions Percent
Strongly Disagree| O 0 0
Disagree 4 18.2 18.2
Neutral 5 22.7 40.9
Agree 10 455 86.4
Strongly Agree 3 13.6 100

Total 22 100

Source: Research Data

From the findings in Table 4.3.4, 4 respondentagtised, 5 were neutral, 10 agreed and
3 strongly agreed. This shows that mergers andisitiqus influence to a lesser extent

the growth of medical insurance firms in Kenya

4.3.1.5 Market Penetration
It was also important for the study to find out wWier market penetration affects the
medical insurance firms’ growth. The strongest dadtad a score of five while the

weakest factor scored 1 point. The findings arpldiged in Table 4.3.4
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Table 4.3.5 Market Penetration

Market Frequency Percent Cumulative
Penetration Percent
Strongly Disagree | 5 22.7 22.7
Disagree 4 18.2 40.9
Neutral 7 31.8 72.7
Agree 4 18.2 90.9
Strongly Agree 2 9.1 100

Total 22 100

Source: Research Data

From the findings in Table 4.3.5, 5 respondent®ngfly disagreed, 4 respondents
disagreed, 7 were neutral, 4 agreed and 2 stroagtged. This shows that market
penetration influences to a very lesser extentgiimsvth of medical insurance firms in

Kenya

4.3.2 Product Development Strategies

Four factors were subjected to analysis to detemihich types of product development

strategies are employed by the medical insuramees fio achieve growth.
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4.3.2.1 New Features Incorporated to Existing Prodzts

The study sought to find out whether the incorporabf new features into existing
products contributes to the business growth styatége strongest point had a score of

five while the weakest point scored 1 point. Theliings are displayed in Table 4.3.6

Table 4.3.6 New Features into Existing Products

New features into | Frequency Percent Cumulative
existing products Percent
Strongly Disagree 0 0 0
Disagree 1 4.5 4.5
Neutral 2 9.1 13.6
Agree 12 54.5 68.1
Strongly Agree 7 31.9 100

Total 22 100

Source: Research Data

From the findings in Table 4.3.6, 12 of the resporid agreed that new features
contribute to the growth strategy while 7 of thependents strongly agreed that this

affect the business growth strategies.

This shows that the incorporation of new featuret® iexisting products strongly

influence the business growth strategy.
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4.3.2.2 Introduction of New Products

The study sought to find out whether the introductof new products into the medical
insurance market contributes to the business groWik strongest point had a score of

five while the weakest point scored 1 point. Theliings are displayed in Table 4.3.7

Table 4.3.7 Introduction of New Products

Introduction of Frequency Percent Cumulative
New Products Percent
Strongly Disagree 0 0 0
Disagree 1 4.5 4.5
Neutral 4 18.2 22.7
Agree 9 40.9 63.6
Strongly Agree 8 36.4 100

Total 22 100

Source: Research Data

From the findings in Table 4.3.7, 4 of the respantgl@vere neutral, 9 of the respondents
agreed that new products contribute to the busigessth while 8 of the respondents
strongly agreed that this affect the business drosttategies. This shows that the
introduction of new products into the market stignigpfluences the business growth

strategy.
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4.3.2.3 Improvement of Product Qualities

The study sought to find out whether the generglravement of product qualities in the
medical insurance market contributes to the busigeswth. The strongest point had a
score of five while the weakest point scored 1 padiihe findings are displayed in Table

4.3.8

Table 4.3.8 Improvement of Product Qualities

Introduction of Frequency Percent Cumulative
New Products Percent
Strongly Disagree 1 4.5 4.5
Disagree 2 9.1 13.6
Neutral 4 18.2 31.8
Agree 13 59.1 90.9
Strongly Agree 2 9.1 100

Total 22 100

Source: Research Data

From the findings in Table 4.3.8, 4 of the respaniglevere neutral, 13 of the respondents
agreed that improvement of product qualities cbatg to the business growth while 2 of

the respondents strongly agreed that this affecbtisiness growth strategies.

This shows that the introduction of new products ithe market moderately influences

the business growth strategy.
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4.3.2.3 Research on New Products

The study sought to find out whether on-going regean new products in the medical
insurance market contributes to the business groWtb strongest point had a score of
five while the weakest point scored 1 point. Theliings are displayed in Table 4.3.9

Table 4.3.9 Research on New products

Research New Frequency Percent Cumulative
Products Percent
Strongly Disagree 3 13.6 13.6
Disagree 5 22.7 36.3
Neutral 7 31.8 68.1
Agree 5 22.7 90.9
Strongly Agree 2 9.1 100

Total 22 100

Source: Research Data

From the findings in Table 4.3.9, 7 of the respanigl@vere neutral, 5 of the respondents
agreed while 2 of the respondents strongly agrlat this affect the business growth

strategies. This shows that research of new predeast contributes to business growth.

4.3.3 Market Development Strategies

Five factors were subjected to analysis to detezmhich types of market development

strategies are employed by the medical insuramees fio achieve growth.
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4.3.3.1 Opening New Offices in Other Parts of Kenya
The study sought to find out whether the openingoimew offices in other parts of
Kenya contributes to the business growth strat&€pg. strongest point had a score of five

while the weakest point scored 1 point. The findiage displayed in Table 4.3.10

Table 4.3.10 Opening New Offices in Other Parts dfenya

Introduction of Frequency Percent Cumulative
New Facilities Percent
Strongly Agree 8 36.4 36.4
Agree 13 59.1 95.5
Neutral 1 4.5 100
Disagree 0 0 100
Strongly Disagree 0 0 100

Total 22 100

Source: Research Data

From the findings in Table 4.3.10, 13 of the resjmris agreed that opening new offices
in other parts of the country contribute to thevgiostrategy while 8 of the respondents

strongly agreed that this affect the business dr@irategies.

This shows that the opening of new offices in otparts of the country into strongly

influence the business growth strategy.
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4.3.3.2 Giving Specific Incentives to Existing Custmers

The study sought to find out whether giving specificentives to existing customers in
the medical insurance firms to the business grastthtegy. The strongest point had a
score of five while the weakest point scored 1 poiihe findings are displayed in Table

4.3.11

Table 4.3.11 Giving Specific Incentives to Existin@ustomers

Giving Specific Frequency Percent Cumulative
Incentives to Percent
Existing Customers

Strongly Agree 3 13.6 13.6
Agree 13 59.1 72.7
Neutral 4 18.2 90.9
Disagree 2 9.1 100
Strongly Disagree 0 0 100
Total 22 100

Source: Research Data

From the findings in table 4.3.11, 13 of the resjmris agreed that giving specific
incentives to existing customers contribute to tdrewth strategy while 3 of the
respondents strongly agreed that this affect thenlegs growth strategies. This shows

that giving specific incentives to existing cliemfuences the business growth strategy.
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4.3.3.3 Establishing New Channels of Distribution

The study sought to find out whether establishiegv rthannels of distribution in the
medical insurance firms to the business growthesgsa The strongest point had a score

of five while the weakest point scored 1 point. Tineings are displayed in Table 4.3.12

Table 4.3.12 Establishing New Channels of Distribidn

Establishing New Frequency Percent Cumulative
Channels of Percent
Distribution

Strongly Agree 5 22.7 22.7
Agree 11 50.0 72.7
Neutral 1 4.5 77.3
Disagree 4 18.2 95.5
Strongly Disagree 1 4.5 100
Total 22 100

Source: Research Data

From the findings in Table 4.3.12, 11 of the resjenis agreed that establishing new
channels of distribution contribute to the growthategy while 5 of the respondents
strongly agreed that this affect the business drostrategies. This shows that
establishing new channels of distribution contbubfluence the business growth

strategy.
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4.3.3.4 Advertising on other Media

The study sought to find out whether advertisingother media apart from those
advertising media available in the firms in the mabinsurance firms contribute to
business growth. The strongest point had a scofigeofvhile the weakest point scored 1

point. The findings are displayed in Table 4.3.13

Table 4.3.13 Advertising on other Media

Establishing New Frequency Percent Cumulative
Channels of Percent
Distribution

Strongly Agree 2 9.1 9.1

Agree 12 54.5 63.6
Neutral 5 22.7 86.4
Disagree 3 13.6 100
Strongly Disagree 0 0.0 100

Total 22 100

Source: Research Data

From the findings in Table 4.3.13, 12 of the regjsonis agreed that advertising on other
media contribute to the growth strategy while 2he# respondents strongly agreed that

this affect the business growth strategies.
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4.3.3.5 Opening New Offices in other Countries

The study sought to find out whether opening newdioa insurance offices in other
countries contribute to business growth. The steehgoint had a score of five while the

weakest point scored 1 point. The findings areldisgd in Table 4.3.14

Table 4.3.14 Opening New Offices in other Countries

Opening New Frequency Percent Cumulative
Offices in other Percent
Countries

Strongly Agree 1 4.5 4.5
Agree 5 22.7 27.3
Neutral 10 45.5 72.7
Disagree 5 22.7 95.5
Strongly Disagree 1 4.5 100
Total 22 100

Source: Research Data

From the findings in Table 4.3.14, 5 of the resporid agreed that opening new offices
in other countries contribute to the growth strgtednile 1 of the respondents strongly

agreed that this affect the business growth stiegeg

This shows that opening of new offices in otherrtaas is not utilized much by these

firms to contribute the business growth strategy.
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4.3.4 Market Penetration Strategies

Four factors were subjected to analysis to detexmihich types of market penetration

strategies are employed by the medical insuramees fio achieve growth.

4.3.4.1 Advertising of Medical Insurance Products

The study sought to find out whether advertising médical insurance products
contributes to the business growth in the meditsiiiance firms in Kenya. The strongest
point had a score of five while the weakest poicdred 1 point. The findings are

displayed in Table 4.3.15

Table 4.3.15 Advertising of Medical Insurance Prodats

Advertising of Frequency Percent Cumulative
Medical Insurance Percent
Products

Strongly Agree 5 22.7 22.7
Agree 15 68.2 90.9
Neutral 1 4.5 95.5
Disagree 0 0 95.5
Strongly Disagree 1 4.5 100

Total 22 100

Source: Research Data
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From the findings in Table 4.3.15, 15 of the regfmris agreed that advertising of
medical insurance products is used to contributthéogrowth strategy while 5 of the

respondents strongly agreed that this affect tisnless growth strategies.

This shows that advertising of medical insurancedpcts is used widely by medical

insurance firms to contribute to the business gnastiiategy.

4.3.4.2 Introduction of New Facilities

The study sought to find out whether introductidnnew facilities contributes to the
business growth in the medical insurance firms @mya. The strongest point had a score

of five while the weakest point scored 1 point. Tinelings are displayed in Table 4.3.16

Table 4.3.16 Introduction of New Facilities

Introduction of Frequency Percent Cumulative
New Facilities Percent
Strongly Agree 7 31.8 31.8
Agree 10 45.5 77.3
Neutral 2 9.1 86.4
Disagree 2 9.1 95.5
Strongly Disagree 1 4.5 100

Total 22 100

Source: Research Data
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From the findings in Table 4.3.16, 10 of the resjmris agreed that the introduction of
new facilities contribute to the growth strategyilelr of the respondents strongly agreed

that this affect the business growth strategies.

This shows that the introduction of new facilitiashe medical insurance firms strongly

influence the business growth strategy.

4.3.4.3 Establishing of a Marketing Department

The study sought to find out whether the establesitinof a marketing department

contributes to the business growth in the meditaliiance firms in Kenya. The strongest
point had a score of five while the weakest poiodred 1 point. The findings are

displayed in Table 4.3.17

Table 4.3.17 Establishing of a Marketing Department

Introduction of Frequency Percent Cumulative
New Facilities Percent
Strongly Agree 1 4.5 4.5
Agree 9 40.9 45.5
Neutral 7 31.8 77.3
Disagree 5 22.7 100
Strongly Disagree 0 0 100
Total 22 100

Source: Research Data
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From the findings in Table 4.3.17, 9 of the respantd agreed that the establishment of a
marketing department contribute to the growth sggtwhile 1 of the respondents
strongly agreed that this affect the business dretrategies. This shows that most of the

medical insurance firms do not use this as a basigeowth strategy.

4.3.4.4 Price Reduction

The study sought to find out whether price reductad medical insurance products
contributes to the business growth in the meditaliiance firms in Kenya. The strongest
point had a score of five while the weakest poiobred 1 point. The findings are

displayed in Table 4.3.18

Table 4.3.18 Price Reduction

Price Reduction Frequency Percent Cumulative

Percent
Strongly Agree 1 4.5 4.5
Agree 1 4.5 9.1
Neutral 3 13.6 22.7
Disagree 13 59.1 81.8
Strongly Disagree 4 18.2 100
Total 22 100

Source: Research Data

From the findings in Table 4.3.18, 1 of the respord agreed that price reduction

contributes to the growth strategy while 1 of tlespondents strongly agreed that this
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affect the business growth strategies. This showa price reduction of medical
insurance products is not used by these firms afategy to contribute to business

growth.

4.3.5 Diversification Strategies

Three factors were subjected to analysis to determwhich types of diversification

strategies are employed by the medical insuramees fio achieve growth.

4.3.5.1 Medical Insurance Sensitization Programs

The study sought to find out whether initiating neadlinsurance sensitization programs
contributes to the business growth in the meditaiiiance firms in Kenya. The strongest
point had a score of five while the weakest poiobred 1 point. The findings are

displayed in Table 4.3.19

Table 4.3.18 Medical Insurance Sensitization Progras

Medical Insurance | Frequency Percent Cumulative
Sensitization Percent
Programs

Strongly Agree 2 9.1 9.1

Agree 8 36.4 45.5
Neutral 8 36.4 81.8
Disagree 4 18.2 100
Strongly Disagree 0 0 100

Total 22 100

Source: Research Data
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From the findings in Table 4.3.19, 8 of the respond agreed that medical insurance
sensitization programs contribute to the growtlatstyy while 8 of the respondents

strongly agreed that this affect the business dratrategies.

This shows that medical insurance sensitizatiomnamos are slightly used to influence
the business growth strategy

4.3.5.2 Undertaking Health Insurance Camps

The study sought to find out whether undertakingltheinsurance camps contributes to
the business growth in the medical insurance fimkenya. The strongest point had a
score of five while the weakest point scored 1 poiihe findings are displayed in Table

4.3.20

Table 4.3.20 Undertaking Health Insurance Camps

Undertaking Health | Frequency Percent Cumulative
Insurance camps Percent
Strongly Agree 0 0.0 0.0
Agree 3 13.6 13.6
Neutral 4 18.2 31.8
Disagree 12 54.5 86.4
Strongly Disagree 3 13.6 100
Total 22 100

Source: Research Data
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From the findings in Table 4.3.20, 3 of the respanid agreed that they undertake health
insurance camps while none of the respondents gdyraegreed that this affect the
business growth strategies. This shows that thezefew or none of the firms that

undertake this as a business growth strategy.

4.3.5.3 Medical Insurance Tourism and Conferencing

The study sought to find out whether medical insoeatourism and conferencing
contributes to the business growth in the meditaliiance firms in Kenya. The strongest
point had a score of five while the weakest poiobred 1 point. The findings are

displayed in Table 4.3.21

Table 4.3.21 Medical Insurance Tourism and Confereging

Medical Insurance | Frequency Percent Cumulative
Tourism and Percent
Conferencing

Strongly Agree 1 4.5 4.5

Agree 2 9.1 13.6
Neutral 2 9.1 22.7
Disagree 9 40.9 63.6
Strongly Disagree 8 36.4 100

Total 22 100

Source: Research Data
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From the findings in Table 4.3.21, 2 of the respontd agreed that they conduct medical
insurance tourism and conferencing to contributéhto growth strategy while 1 of the

respondents strongly agreed that this affect tisnless growth strategies.

This shows that medical insurance tourism and e¢enteng does not contribute much to
the business growth strategy.

4.4 Factors influencing the choice of Business Grdiwv Strategies

A total of 11 factors that influence the choice lmisiness growth strategies were

subjected to descriptive analysis and the resigfdayed in Table 4.4.1

Table 4.4.1 Factors influencing the choice of Busass Growth Strategies

Factors for the choice of BusinessMean Std. Deviation
Growth Strategies

Availability of business opportunity 4.36 0.658
Financial Capacity 4.32 0.716
Customer demands 4.18 0.795
Competition 4.09 1.109
Corporate policy on business 3.91 0.921
Cost benefit analysis 3.86 0.774
Staff expertise 3.86 0.889
Market Trends 3.55 1.057
Government Policy on Health Insurance 3.00 1.155
Stakeholder’s Initiative 2.73 0.883
Organizational Size 2.36 0.953

Source: Research data
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Among the factors which influenced the choice afibass growth strategies, availability
of business opportunities was found to have thédsggmean score of 4.36. The firms’
financial capacity follows with a mean score of24.3

The next ranked component was the customer demahds dictate the choice of
business growth strategies with a mean of 4.18.dthers were competition, corporate
policy on business growth, cost benefit analydisff @xpertise and market trends with
mean scores of 4.09, 3.91, 3.86, 3.86, and 3.Gectsely.

4.5 Discussion of Findings

Out of a target population of 27 respondent fir@&usable questionnaires were received
and analyzed, indicating a response rate of 81.BBts study analyzed 21 strategic
factors used to achieve business growth and lbriaeiffecting the choice of business

growth strategies in health insurance firms in keny

The findings show that the medical insurance firadopt diversification, product
development and market development as forms of trewategy. They incorporate new
features into existing products and introduce newwdpcts as forms of product
development strategies. For market penetration peggistently advertise their medical
insurance products and introduce new medical fesli These findings are in consistent

with a study by Gacheru (2013).

Opening new medical insurance offices in other paift Kenya apart from the city
centers, giving incentives to existing customerd astablishment of new channels of
distribution are forms of market development sgege used while the commencement of
medical insurance sensitization programs is a fofrdiversification strategy applied.
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The adoption of business growth strategies in nadmsurance firms in Kenya is
influenced by availability of business opportunitye firms’ financial capacity, customer
demands and competition. These findings are suggdry empirical studies on business

growth strategies (Akipinar 2009; Otto and Low 19B&onda, 2010).
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CHAPTER FIVE: SUMMARY, CONCLUSION AND
RECOMMENDATIONS

5.1 Summary

A survey research study was conducted to estalfishgrowth strategies applied by
medical insurance organizations in Kenya, spedijida find out the growth strategies
applied and the factors considered in choosingbiisness growth strategies in these

firms. Data was collected using a semi-structungeistjionnaire; Appendix Il.

This study had a response rate of 81.5% and thssomasidered sufficient for analysis.
From the findings, 90.9% of the surveyed firms badr 3000 people insured at the time
of the survey, 86.4 of the firms were locally owrsedtl 86.4% of the medical insurance
firms had been in operation for over 5 years. Bhisws that the data obtained from the

respondents was rich in content and reliable fafyams.

From the 21 business growth strategies that arptaddy medical insurance firms in
Kenya, diversification, product development and keardevelopment are adopted as
forms of growth strategy. These firms incorporage/rieatures into existing products and
introduce new products as forms of product develmmstrategies. For market
penetration they persistently advertise their meddiosurance products and introduce

new medical facilities.

Opening new medical insurance offices in other paift Kenya apart from the city

centers, giving incentives to existing customerd astablishment of new channels of
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distribution are forms of market development sggge used while the commencement of

medical insurance sensitization programs is a fofrdiversification strategy applied.

The adoption of business growth strategies in nadmsurance firms in Kenya is
influenced by availability of business opportunitye firms’ financial capacity, customer
demands and competition. Price reduction, openie\ medical insurance offices in
other countries and diversification through medtoakism and conferencing seem not to

be business growth strategies adopted by the niedszaance firms in Kenya.

Respondents identified themselves with the avaitgbbf business opportunities,
financial capacity (funds), increasing customer deds, stiff business competition, and
corporate policy on business growth new as keyofacinfluencing the choice of
business growth strategies in their medical instedirms. However the stakeholder’s
initiative and organizational size were least iaflaing factors in the choice of business

growth strategies in these firms.

5.2 Conclusion
The medical insurance firms being key players endtability of the health sector and by

extension in the country’'s economy need to contipuadopt up-to-date dynamic
business growth strategies. These firms are enmgdisiness growth strategies so as to
attain sustainable competitive advantage and ingmv performance. These business
growth strategies in medical insurance firms arenipanfluenced by the availability of
business opportunities, financial capabilities cosr demands and competition. This
can generally be attributed to the increasinglywkedgeable customer, globalization and

stiff dynamic and cut throat business competitimei®nment.
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5.3 Recommendations
Though the medical insurance firms have been saftdas the application of business

growth strategies so far, there is need for the@sesfto focus on the allocation more
resources to research and development (R&D) inrameontinually improve on the
quality of their products and develop new produdtsis will enable the firms achieve
growth and gain sustainable competitive advantage.

It is further recommended that these firms shoaltu$ on diversification strategies that
would enable them to increase their revenue basaddition, the medical insurance
firms should venture into markets outside the cguahd tap on the customer base in the
entire Eastern Africa market. Emphasis should deoput on the areas of medical
tourism and conferencing which would enable thmgirincrease their earnings through

related diversification.

5.4 Suggestions for further research
The study focused mainly on growth strategies appby medical insurance firms in

Kenya. Notably, these firms apply other strategresheir day to day operations and

hence further research in other strategies applethese firms is suggested. Since, this
research focused on the medical insurance firmseimya, further research targeting a
wider scope like the East African region would eireresting study as strategies can
be compared country to country.

The data collection instrument used to collect dedéis a questionnaire. Future research
should be carried out using another tool such &miew guide. This would enable the

research to probe further and seek clarificatiangmswers provided by the respondents.

The interview guide can be designed to also sefknration on whether the growth
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strategies adopted have been successful or whaunesacan be taken to improve on the

adopted growth strategies.

5.5 Limitations of the study
The findings of this study should be viewed in tigif a few limitations. The use of

guestionnaires to gather relevant information o #pplicability of business growth
strategies in medical insurance firms in Kenya $thdae noted. The use of additional
data collection methods such as observation amdvietv guides in order to enhance the

richness and depth of future studies.

In addition, access to internal organization doaushéike board minutes, policies and
procedures which could provide more insight inte thtrategic thinking of the
management would greatly have contributed towardsiome pragmatic review and
analysis. Also most of the senior managers wereavailable for interview or were too

busy.

Finally, another major limitation was the unwillimgss of the respondents to objectively
articulate the topical issue under survey. Somepamdents declined to provide
information citing that growth strategies were asseve issue that could be used by their
competitors. They were skeptical about the findbejng used solely for academic

purpose.
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APPENDICES

Appendix I: Introductory Letter
August, 2014

Dear Respondent,

| am a postgraduate student at the School of Bssjrigniversity of Nairobi, currently
carrying out a research titled Survey of Business Growth Strategies by Medical
Insurance Organizations in Kenya' This is in partial fulfillment to the award of Igter
Degree in Business Administration (Strategic Mamageat).

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

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

Stephen Yego Dr Jackson Maalu
Student Research Supenvis

0720 319 185
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Appendix II: Questionnaire
Section A: Medical Insurance Organization Profile

1. Name of the Medical Insurance Organization Rrgbptional)

2. No of people insured in your organization

a) Below 3000 [ ]

b) 3001-6000 [ ]

c) 6001-9000 [ ]

d) 9001- 12000 [ ]

e) Over 12000 [ ]

3. Ownership of the Medical Insurance Organization:
i) Locally Owned: [ ]

i) Foreign owned: [ ]

iii) Both locally & foreign owned: [ ]

If (iii) above, please indicate % of ownership
Locallyowned: [ ] — oo
Foreignowned: [ ] oo,

4. How long has the Medical Insurance Organizabieen in operation
a) Below 5 years: [ ]

b) 5-10 years: [ ]

c) 10- 15 years: [ ]

d) Over 15 years: [ |
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Section B: Growth Strategies

5. There are strategies that have been used byal@asurance organizations to achieve
growth. Using a rating scale of 1-5, indicate wkaategies have contributed to the
growth of your medical insurance organization. Sgtg Agree-5 Agree-4 Neutral- 3
Disagree- 2 Strongly Disagree-1

Strongly Disagree | Neutral Agree Strongly

Disagree Agree

Growth Strategy

Market penetration

Product
development

Market
development

Diversification

Mergers &
acquisitions.

Product Development Strategies

New products
have been
introduced

New features have
been incorporated
into

existing products

Product qualities
have been
improved
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On-going
Research on New
products

Market Penetration Strategies

Introduction of
New facilities at
the medical

insurance
organization

Establishment of g
marketing
department

Advertising of
medical insurance
products

Price reduction

Market Development Strategies

Opening new
medical insurance
offices in other
parts of Kenya

Opening new
medical insurance
offices in other
Countries

Giving specific
incentives to
existing
customers. e.g.
Health
promotions.




Establishing of
new channels of
distribution.

Advertising in
other media
(Forms).

Diversification Strategies

Medical tourism
and conferencing

Undertaking
Health Insurance
Camps

Started medical
insurance
sensitization
programs

Section C: Factors to consider in choice of Busing$srowth Strategies

6. The main reasons for choosing business growditegiies in organization are asked in
this question. Please indicate the degree of impo# attached to various alternative
choices by ticking 1= Not Relevant, 2=Slightly Relat, 3=Neutral, 4= Important, 5=

Very Important

Factors to consider | Not Slightly Indifferent | Important | Very
in choice of Business| Relevant | Relevant | (Neutral) Important
Growth Strategies

Corporate policy on
business growth
strategy choice

Availability of
business opportunity
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Government policy or
health insurance
(Health Insurance Act

Cost benefit analysis

Financial capacity
(availability of funds)

Staff expertise

Organizational size

Customer demands

Market trends

Stakeholder’s
initiative

Competition
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Appendix llII: List of Medical Insurance Firms in Ke nya

1 Acropolis Insurance Brokers Limited

2 Alexander Forbes Healthcare Limited

3 AON Kenya Insurance Brokers Limited

4 Bhanji and Associates Limited

5 BTB Insurance Brokers

6 Changamka Micro insurance Limited

7 Chester Insurance Brokers Ltd

8 Clarkson Notcutt Insurance Brokers Limited
9 Eagle Africa Insurance Brokers Kenya Limited
10 | Executive Healthcare Solutions Limited

11 | Goldstart Healthcare Limited

12 | H.S. Jutley Insurance Brokers Limited

13 | Healthline Solutions Limited

14 | Indemnity Insurance Agents Limited

15 | J.W. Seagon and Company Limited

16 | KenBright Healthcare Administrators Limited
17 | Liaison Healthcare Limited

18 | Lifecare International Insurance Brokers Limited
19 | MIC Global Risks (Insurance Brokers)Limited
20 | Mutual Trust Insurance Agencies Limited

21 | National Hospital Insurance Fund

22 | Pacific Insurance Brokers Limited
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23 | Pelican Insurance Brokers Limited

24 | Plan and Place Insurance Brokers Limited
25 | Planned Health Care Limited

26 | Sobhag Insurance Brokers Limited

27 | Starlit Insurance Brokers Limited
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