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All.. TH.A T 

There has been strat gi · li' •r iii .Hi< 11 tr nd which started with companies diversifying in the 

areas unrelutL·d Ill th ·ir 'l r • t u in· . ·r hi · later rever ed due to the threats of hostile takeover 

and <.:tnptH'tlll.: trqui iti~m . and t da companies arc concentrating on boosting their core product 

I incs. continu u - hange in the environment associated with major resources providers 

tran ·late · into -peci ti threat and emerging opportunities for non-profit organization funding. 

ther change in lude ad\ance in technology, political changes, ecological and economical 

change . The e ha\ e led to organization consideration for diversification strategy in order to 

cope '' ith the em iron mental impacts and for survival of the organization. 

The tudy sought to determine the reasons for diversification of the hristian Community 

er ices of Iount Kenya East region, to establish the strategies adopted and the effectivenes of 

these strategies. The study was done by the use of a case study that led to in-depth exploration of 

the strategies. The sources of the data were both the primary and secondary data and the data was 

qualitative in nature hence content analysis was done. 

The findings indicated that the organization considered the following rea ons for di cr ification, 

growth. profitabilit), economie of cale, and competiti e ad antage among other . lhe 

organization adopted both the profit making tratcgie and non-profit making tratcgie ·. 'I hi 

include the con entric. '' hich i commonly pra ticed. horizontal diversification and vert teal 

inte!!ration. The onwnization faired \\ell in most of it activitic though it ha 'l.: under a hievcd 111 
~ -

ml.: area duet orne limitation . 



CH PTER 0 E: INTRODUCTION 

1.1 Background 

incc the post world w u· l\\tl lh · ~;nvironment has been characterized by advance of 

technology. dynnmi ·m tlf" rid' id • hangcs in market structure, development in international 

market~> and ··1tur 1ti m ll d ·mund in many parts of the world. These changes have led to 

rgani1utions r ·flCU ·in their diver ification strategies in response to the strategic change in the 

cnvironmt!nl. handler n ted that the rapid strategic change required a continuous survey of the 

en ironment in earch for di ersification opportunities (Ansoff, 1965). The presence of 

numerou opportunities and threats to businesses led to inevitable consideration of 

di er itication trateg: in order to strengthen the firm's financial position and protitability. 

In the world of continuing changes, strategies need to relate to the mission defined in terms of 

customer needs or problems to be solved. This is because industry boundaries are no longer 

defined by the products but rather by the ability to perform the critical functions for meeting 

customer needs as pointed out b} Weston, Chung and Hoag ( 1990). That is, regionalization and 

globalization de elopments have led the organizations to be in vulnerable situations as 

competition increases. There are threats of losing the market share, change in customer alues 

and ease of entr)' because of critical factors for success in the changing environment. The e 

changes in the environment have led organizations to consider the move from one line of 

busine · to everal line of busines cone ntration hence diver if. ing their operati n . 

o t of the orl!anization are prone to the n ironment turbulence. h ref re a chang in th~.: 

environment ne e itate r detining of the trat gy for uc e and ·urvival of the organization. 

·r hi me n th t thc.:re ne~.:d to modify the trategy '' ith change in the org ni ation 

nvir nm nt. 11 formul t d trateg) i m difi d 'ith pa e of time in order to a hi \e the 

h ul mat h '' ith nvir nm nt nd org niz ti n n. nd 

firm' n t but in 

tin 

int 



1.1.1 Diversification trat gi s 

The strategy is concern ·d in I ·t rminin, the general direction of the firm and formulation of 

overall business r )It ·i ·s t '(in ·d l) B nnctt ( 1994) It is the direction and scope of organization 

over the long term "hi ·h 1 hie' ' ad antagcs in a changing environment through configuration 

or the n:sourc~.: . nd ' 111 ten ie with the aim of fulfilling stakeholders' expectations (Johnson, 

chol~s and Whittingt n. 200 ·). It is an action that a company takes in order to attain the 

compditi\ ad\antage b) matching the strengths of the organizations with the opportunities 

while overcoming the threats. It is therefore a result of decisions made about the positioning and 

repo itioning of the organization in terms of its strengths in relation to the market and turbulent 

en ironment. The corporate strategy is a sort of route map for guiding the overall progress of the 

firm. 

Di ersification is a form of corporate strategy. This is whereby a business builds its total sales by 

identifying opportunities to build or acquire businesses that are not directly related to the 

company's current business. Diversification strategies are used to expand the firm's operation by 

adding markets. products, services. or stages of production to the existing business. The purpo e 

of diversification is to allo" the company to enter lines of business that are different from the 

current operations. It is therefore a process of adding ne\ busine e to the company that are 

di tinct from it · e tablished operations. Thu a di er ified company i one that i invol ed in two 

or more di tinct bu ine a coined by Hill and Jones (2004). 

The role of the mana gem nt i, to identify ''hi h indu trie a com pan) hould im:t.: t tn to 

ma:·imiz it 1 no run profitability. Kotlt.:r (200") tat that diver ilication make go d st.:ns 

,h n d opp rtuniti an be found out ide the pre ~.:n and g od opp munity 

th 

ut th di nl 

h hi n th h m n nt n in 1 un: I. 



Figure 1: Growth vector component 
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ource: Ansoff, H.I, Corporate Strategy (1965, pg 109) 

There are two broad categories of diversification strategies. The related diversification is a 

strategy that adds new business activities in different industries that are related to company's 

e. isting business activities. This means that there are several lines of business that are distinct 

but posses some kind of fit. Fit can be based on shared technology, common labor skil ls, 

common distribution channels and common suppliers and raw materials sources. Thus this i 

an: aspect \\here meaningful relatedness or sharing opportunities exist in respect to busine 

acti ities that are attracti e to turn strategic fit into competitive advantage. 

The related diversification can be subdivided into two categorie . The concentric diver ification 

occur when a firm adds related products or markets. The goal of thi kind of tmtegy i to 

achieve trategic fit. trategic fit allow an organization to achie e nergy. ynergy i the abilit_ 

of two or more part of an organization to achieve greater total etfecttvene together than would 

be e. peric.:n cd if the etTort of the indc.:p ndent pan \\ere ummcd up (John on and choks. 

200-). Thi n b ~.:hie\!c.:d by combining firm "tth omplementarv marketim.!.. linan ial. 

p rating or mana 

H riz nt I di ifi tion 

mpan. 

th p II 



promoted and priced for an organization t a hi c it competitive advantage. This implies that 

the firm needs to be familiar'' ith it pr~s~.:nt customer' and take into consideration their product 

perception. The strategy is, ppli d 1 in ·r~as th' firm' dependence on certain market segments. 

Vertical integration is th • J 'f in '> hi h the firm upstream its suppliers or down stream its 

custorm:rs. It 1: 111 b · ·ith ·r ba k\\ard or forward integration of the adjusted activities of the firm 

vulut: systl:lll. I 'l ·1-..,"-trd int grati n refers to development into activities that are concerned with 

inputs int 'lilT nt bu ine · ·. Fon ard integration refers to the development into activities that are 

conct!rnt!d '' ith company output. The integration can also be pursued horizontally by developing 

into nctivitie, that are competiti e with or complementary to the company's present activities 

(John on and choles. 2002) 

The unrelated diversification is a situation where by an entry into an industry has no obvious 

connection to an: of company alue chain activities in its existing industry. This mean that there 

is no common linkage of strategic fit among the several line of the business as pointed by !!ill 

and Jones (2004). The value chain has no meaningful value of interrelationship. The strategy 

deal with enturing into any industry or business in which management think it can make 

profit. Firms pursuing this kind of diversification are referred to as conglomerates. 

1.1.2 Chri tian Community ervice in Mount Kenya Ea t Region. 

The hri tian ommunity ef\ ice (CC ) in Ken:a i faith-ba ed organization. It wa tartcd 

under the outrea h arm of the nglican hur h of Kenya. It aim at the dt.:vclopml.:nt of icty 

that j intelh: tually. o ially and on mi ally through philo ophical and theological principles. 

I he op<.:ratt.: at national and regional le\cl . 'I he re 'ional organization art.: aut nomous 

\\ ith p ard of dire tor om d nt l ITand chur h 0\\n~.:r hip. ' lh~.:y \Cr 

li ti in abund nl li~ f)r all p pic o , d. l ht.:rt.: 

tr bi K ~ i 

unt 
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Christian community servtce m Mt. K n n a t region (CCSMKE) was started as an 

organization for delivering th dc\t.;l pmt;ntnl tivitii.: ' to the communities. It is an autonomous 

development organization th·H is 1 r •i t r d ompany limited by guarantees and comprises of 

four dioceses namely. Kirin).l'' 1. 1 mlu, there and Meru diocese. 

'I h • SMKI 1pplt ·s illi tl th log and philosophy in their services delivery in support of 

the holistic mini ·try "hi h mean that the bible is the source of information that guide peoples 

way ol' lil'e bu ·ed on the principle of God's love and love for neighbors. This ministry is justified 

b the bible t aching in the cts 6:1-7 a story about the selection of the seven deacons to serve 

the tab! \\hile the other eleven disciples continued the work of prayer and preaching. This is an 

indication that the earl; church was involved in the holistic mission. The ministry is concerned 

and committed to the plight of the excluded that is the poor and marginalized people. 

The CCSMKE has it's headquarter in Kerugoya, Kirinyaga district and covers ten administrative 

districts, one in Central and the rest in Eastern province. It has a population of three million 

people and co ers approximately 34% of the Kenya total land area. The mission of the 

organization is achieved through the use of the smaller development units located in different 

parts of the region. The organization operates both in short and long term community 

de elopment programs which are disaster, health, HIY /AID control and fo d curity. The 

efforts of the organization are geared toward the achievement of their mi ion by enabling people 

to have a balanced life. 

1.2 tatement of Problem 

De pite the de line in p pularity of diver ifi ation trategy. the hri tian ommunit\ cr ·icc 

organizati n in K n)a ha\C adopted thi tratc ..... ~ in rc p m c to hangc in the environment. 

hi 

. 
•m t. 

u ht to pn..: ~.;nt numaou 

hi 

nd utput . h t 

ifi ti n nuniti 

r efT~.; th c lignm\:nt o th\: firm to the 
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The Christian Community ervi e in lt. Ken a ~ a t region offers developmental activities to 

its communities. It achieve thi throu=-h int grat d program such a health, HIV/AIDS control 

and food security. In the r •nt ) .1r~. th' M lOnin.ltion has been involved in the rapid growth of 

its operations in order to tmpfl)\ l pi • quality or lilc and for survival. ln spite of the efforts 

the society has continu ·I 1 many chall~;ngcs such as high level of poverty, lack of 

education, p{lOr "1..:'' 1 1 '· und unitation, conflicts among members of society, poor health, 

Ill VI IDS r ·Itt ·d i · u · and the environmental degradation. This raises the issue as to how 

dTecti 1.: is the 1rganizati n corporate diversification in meeting the expectations of the 

communi tie,. 

ome of the diver ification studies includes Rumelt (1974), Rumelt( 1982), McDougall, Fred and 

Round (1984). lontgomery (1985) , Montgomery and Wemerfelt (1988) and Young (2005). 

The local studies on diversification strategies include Mwanzi ( 1991) the diversification 

strategies and performance. She found that the levels of diversification were not associated with 

profitabilit of the firm. Mwindi (2003) did the analysis of application of unrelated 

diversification strategy by major oil companies. He found that the companies used the trategy 

to enhance customer satisfaction rather than for improving the companies financial performance. 

Kiilu (:W04) carried out a survey on the extent of the application of Ansoff growth trategie t 

the public sector. He established that market penetration and market development had moderate 

e. tent while product development and diversification had a mall extent. Wak\\Oma (2007) 

carried out a urvey of product di er ification trategie adopted b firm in banking industr •. 

he found that majority of bank pur u d related product diver ifi ation where th produ t had 

me kind of trategic fit. 

nly Kim ni -

th in Uh 

focu ·d on di1 en:nt spcct and arc only applicable to rdt.!vant indu tries. 

ha tudi d on in Ken) a nd h · fo u cd on th~.: tr t 1j r p n c t 

11\ ir nm nt. He f4 und th t th r ni tion 

th . pi r th 

p in th 
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strategies do Christian Communit) r.1 e· in lt. Kenya East region apply? How effective are 

these diversification strategie on hristi. n l mmunity crvice in Mt Kenya East region? 

1.3 Research Obj · ·th , 

1. 'J o Jetermin th 1 

Keny 1 F 1 ' l r • ,i m. 

ll n r di cr ification Ill hristian Community Services in Mt. 

11. 'Jo e ·tubli h th di\ ·r ification strategies adopted by Christian Community Services in 

ll. Kenya Ea ·t regi n. 

111. To ddermine the effectiveness of diversification strategies of Christian Community 

en ice· in lt. Kenya East region. 

lA Importance of tudy 

The finding of this study will be useful to several parties. These include the managers and other 

deci ion makers who will find it relevant especially when contemplating to diversify their 

organizations. The community will get to know some of the development activities of in Mt 

Kenya East, -. hich are geared towards raising their living standards as well as improving their 

lives. It -. ill also contribute to strategic management body of knowledge on the diver ification 

strategies. The academicians will have the basis for further research on diver i fication trategie '-' 

applied in other organizations. Finally it '> ill benefit the researcher in under tanding the 

challenge facing the managers in the formulation and implementation of th diver ification 

trategie . 



CHAPTER T\YO: LITERATURE REVIEW 

2.1 Concept of trateg 

A strategy is a set or d · ·isilln-m,tkin' rul •s for guidance of an organizational behavior. There are 

four di stinct typ ·s or ·u h 111k . I irstl , it is the yardstick by which the present and future 
pcrlorman~:c l)l' th · linn i mea urcd. This means that a strategy can be used to set the future 

target bus ·d on th • dir • ti n r guideline of the organization. Secondly, the rules for developing 
the firm 's rdution:hip "ith it external environments, that is it gives guide in the search for new 

opp rlunitie · b thin ide and outside the firm as well as minimizing the threats. Thirdly, the rules 

e tabli hing the internal relations and processes within the organization and finally, the rules by 

\vhich the tirm conducts its day to day business, which are operational activities as coined by 

n otT and IcDonnell ( 1990). Strategy can also be viewed as a blue print for all important 

organizational moves and managerial approaches that are to be taken to achieve the organizations 

objectives and to carry out the organizations mission (Thompson and Strickland, 1989). 

There are three le els of strategy m decision-making hierarchy. The corporate level is the top 

most level in the hierarchy. This comprises of the chief executive officer and the other corporate 

executives. They are responsible for determining the business in which the firm should invest in. 

They also et the objectives and formulate strategies that are executed at functional level (Pearce 

and Robin on. 1997). The key role i to exploit the di tinct competencie of th firm and d elop 

the tong-term plan . Thi level concerned with the overall purpo e and ·cope of an 

organization and how alue \vill b added to the different part of the organization 

The middle Je\'d of d~.:ci ion-making hierarchy i the bu inc levd. I he divisional manug~.:r 

formul t trat~.:.)e for th~.: bu ine and d~.:t rmim: lHm th~.: firm will ompd~.: in th~.: 

nvironment. h lm c t lc\id o lkci il n-m kin hi r rch) i the luncti m. I k\ ~.:I. h i 

ompon~.:nt part of r aniz It~.: nd 

in t m1 r ur 

rt-t rm th t im 

in • thin n 



Corporate strategy is the pattern f d i i n in the ompany that determine and reveal its 

objectives, purposes and goal . It pr du r..: ' th' principal policies and plans for achieving the 

goals and defines the rang of th t us in s th' company i to pursue, the kind of economic and 

human organizations It i in r int nd tt b in and the nature of economic and non economic 

contribution it int~:n I Ill m 1k tc it harcholdcrs, employees, customers and community as 

coined by Mint:t. b ·r '. I uinn and hosha1(2004) . Ansoff ( 1965) viewed it as a common 

thread that giv · th t lati n hip between the present and the future which would enable 

out ·ilit!t" to pt!rc 1\" \\here the firm is heading and the inside management to give it guidance. 

2.2 Dinr ification trategies 

There i a great variation in the way the diversification is defined and classified as revealed by 

the literature re\ ie\\. It can be referred to changes in products, markets and functions. lt can be 

done internally. externally, horizontal or vertically and can involve related or unrelated changes 

(Glueck and Jauch.l998). Internal diversification occurs when a firm enters a different but 

related line of business by developing the new line of business itself. Internal diversification 

frequently in ol es expanding a firm's product or market base. External diversification occurs 

when the company enters a new area of business by purchasing another company or busine 

unit. Mergers and acquisitions are common forms of external di er ification. Kamien and 

chwartz ( 1975 ) defined diversification as the e. tent to which firms cia ified in one indu try 

produce good cia sifted in another industry. It i the entr} of a firm or bu inc unit into ne\ 

line of acti itie either by pro e of internal bu ine · development r acqui ition v•hich entails 

change in it admini trative tru ture, y tern and other management pr cc ·sc ( aradarajan 

and Ramanuj m. 19 9) 

2.2.1 f Div r ifi ati n 'tntt i 

r t\ bro of th dh ifi ti n h t 

I\ ifi t i 

t i • 

nn n m ri n r 1m1 in tin it ni in 



business. The diversification strateg) nn b" ~ummnrized by the growth vectors as shown in 

figure 2 

l·i).).un.: 2: Jrowth vectors in diversification 

I' New product 

- Pr duct · 
Related Unrelated 

u t mer technology technology 
\\ 

m Samet pe Horizontal diversification 
1 

s 
s 
1 Firm its own customer Vertical integration 
0 

n 

similar type Market and market related 
technolo!lv related 

New type conglomerate 
Technology related diver ification 

ource: Ansoff, H.I, Corporate trategy ( 1965, pg 132). 

Concentric diversification in ohes the acquisition of bu ine , e that are related t the acquiring 

firm in term oft hnology. market . or product a pointed out by Pear e and Robinson ( 1997). 

The ele t d ne\\ bu ine e po ' e a high degree of compatibility with the linn's current 

trat gic tit. '1 he ideal trak_!)' oc ur "hen the ombincd mpnny 

tn n ths ;1nd opportunitit s. nd dt.: 

on r ting p rtfoli rdnt d bu int.: 1.: • 

int m I n " bu ine 

m~ r 1 u in r tin 

7. Thi h 

m r tin n th u h lin r r 



strengthen the organization position in the tield that it ha knowledge and experience (Byars, 

1991). 

It aims at marketing cxistin' pr lu ·r in n " marh:ts in order to broaden its geographical base. 

A firm may lind nc\\ us ·r ltH' ir urrcnt product by attempting to change markets through 

increasing or <.h.:tr • t'>in, lh • pri < f products to make them appeal to consumers of different 

income lc ds. rllUs 1rgani:zmi n market their new products in existing markets. Generally this 

trutegy invoh t! • using e. ·i ting channels of distribution to market new products. For instance 

retailer· change pr duct lines to include new items that appear to have good market potential. 

Ea t fricu bre\\erie have added a line of non-alcoholic product to its existing line of drinks and 

like\ i e mo t of fast moving consumer products industries have added herbal options to existing 

product lines. 

Horizontal diversification occurs when a firm enters a new business either related or unrelated to 

its current products or services. The company adds new products or services that are 

technologically or commercially unrelated to the current products but which may appeal to 

current customers (Kotler. 2003). The present customers need to be loyal to the current product 

and ne\v products should be of good quality as well as well promoted and priced. The firm can 

pursue this growth strategy by acquiring organizations that compete with it product or ervice . 

This can be done by purchase of common stock, a ets and b p oling the intere t of the two 

companies' together. It is main!) accomplished through merger in order to eliminate the 

competition. ccording to n off ( 1965) the horizontal diver ·ifi at ion ha e ltmitt:d contribution 

to flexibilitv and ·tabilitv and ontribute to other objective· only if the pre cnt economic - -
environment of the firm i healthy and grO\\ ing. 

to 1 of the firm opt to pur ue related di\ cr iti ati n du • to the b~.:nefit th t rue t) it u h 

a firm to m int in unity in nd in ben fit o kill tmn kr 

ri k n b 

m nt hit tr) in 

II 



lack of new ideas or innovation du t the rigid focu on diversity limited to market and 

technology synergy, Lack of ompden e 10 dl: 'lop the related lines of products or services and 

the reluctant of manager. in sh· nn 1h~o: id a: from di fTcrentlevels of business because their aim 

focus on the performanc . 

onglomeratcs () · 'lll "h ·n hrm lo< k outside of its current operations and gets access to new 

products 1r murk ·t · mp m. markets new products or services that have no synergies such 

u • techno! 1ginl or mmercial \ ith current products but which may appeal to new groups of 

cu ·tomet ... The c ngl merate di ersification has no relationship with the firm's current business 

(Hill· and Jone . _004). This strategy would entail marketing new and unrelated products to new 

market . It require the company to enter new market where it is not established. This strategy is 

the lea t u ed among the internal diversification strategies as it is the most risky.The main 

rea ons of adopting this strategy are to improve the profitability and the flexibility of the 

company and to get a better reception in capital markets due to large size of the organization. 

Some of the reasons for pursuing conglomerate path are: the firm may have no strategy beyond a 

desire for profitable opportunity, the capabilities of firm are highly specialized, too ob olete to 

have synergy with other kinds of business, the depth of competence is too haliO\ to offer 

opportunities for synergy, and management preference and training tructure dispo e it to\ ard 

conglomerate as coined by nsoff( 1965). Therefore, the decision lie broadly on the houlder f 

management. They should determin \ hether the busines ' ill be profitable enough to meet 

the co t of produ tion and have the exce a a profit (Hill and J ne 2004). I he. hould al o 

con ider the required capital to u tain the operation of th bu int: . 'I he gro,\lh p tenti:.ll of the 

al 0 a vit I con ideration. Thu the b nclit of the bu incs and the hallt.:ngc or 
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other during the good times and hard time s oi n~d by Thompson ( 1998). The wealth value of 
the shareholders is enhanced du t 

business. The major dnm ba k 

und d~ ision by the management on the prices of the 

.1rl: dilution of the tockholders earnings, extensive 
diversi fi cation that may dd ~.:r.ui nal st or make the firms to deviate from their objectives. 

b classified by the direction of the diversification. Vertical 
intcgrution oc ·ur · "h ·n tinn undertake operations at different stages of production. It is the 
proces · in ,, hich · ' tal tep in the production and distribution of a product or service are 
controlled b) a ingle compan or entity in order to increase that company's position in the 
marketplac .Thu a firm O\\ns its upstream suppliers and its downstream buyers. According to 

n off thi trateg: increases the firm's dependence on a particular segment of economic 
demand and it can be developed inside the company that is internal diversi 1ication or by 
acquiring another firm that is external diversification.There are two major categories of vertical 
integration the backward (upstream) vertical integration and forward (downstream) vertical 

integration. 

In backv.ard vertical integration, the company sets up subsidiaries that produce some of the 
inputs used in the production of its products. The firm di ersifies closer to the ources of ra\ 
material in the stages of production. The control is aimed at creating a table uppl of input 
and en ures a con istent quality in their final product. It allows th di er i fying firm to e. erc1 e 
more control over the quality of the supplies being purcha ed and a\ o undertak to pr ide a 
mor dependable our e of needed ra\ material . It al o help in impro mg n.:turn on the 

111 , tment be au e it enabl a bu ine to tak ad'<antagc of producti n c om mic '' ithout 
having to ta kle ne'' marketing problem (Bra) r . I 91) 

In fom rd ' rti al int~.: rati n. the omp n) the pro urin r' nizati n 111 th~.: 
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those of its competitors. For example. opening of own utlets will lead to better control, train of 

the personnel selling and ervicing fit, ~.:quipm nt. Thi can be illustrated by the figure 3. 

Raw materials 

Manufacturing 

AsU 
Assembly 

Distribution Distribution 

Customers 
Customers 

Forward integration 

Raw materials 

Manufacturing 

Assembly 

D 
Distribution 

our e: http:!J ,,,n1•.quichmba.comhraregy \·errical-inregrationl rctric,cd on 24thApril 2008. 
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Secondly is profitability. Middlemen lend t lm profit due to cost incurred by the firm in 

payment for their service . Th tirm 111 '1) t nsid ·r integrating if its suppliers of the products or 

services have large profit m r in b) ' n rt in) thl.! cost into profit through backward integration. 

It can al o intcgratt: fom tr it th~.: II tributors have large markups (Byars 1991). Thus the 

orgnni1ution cuptun: tltl· u tr '.Jill und downstream profit margin by eliminating the profit of 

middll!mcn und b ·in • hi' l ct · ti el execute the tasks performed by the middlemen and 

rcccivc udditionul1 r 11it hence increasing the profit of organization. 

n econ my f ·cale 1· the third factor that motivates the firm to pursue integration (K'Obonyo 

and deru. 19 ). Organization use either forward or backward integration in hope of benefiting 

from economic of scale available from the opportunities of bulky production and sales of the 

product and acquisition of large efficient manufacturing assets as well as construction of plants. 

This re ults to low overall cost for the firm. Lastly the firm may consider integration for 

competiti e ad antage. The strategy can be used to increase the size and power in a particular 

market or industr. in order to gain competitive advantage accruing due to degree of monopoly 

hence increasing the entry barrier to potential competitors (Byars, 1991 ). 

orne of the limitation includes the high cost due to low efficiencies, high bureaucratic co ts and 

decrea ed flexibility due to down streams and up streams inve tment and compromi e of the 

exi ting competencies as a result of developing ne\ inve tment . erticall integrated firm 

places all of it eggs in one ba ket that is, if demand for the product fall , e · enttal upplies are 

not available or a ub titute produ t di place th product in the mark tpla e in which asc the 

earning of the entire organization may ·uffcr. Tht t the maj r drawback ofthi tratc.:gy. 

orne f the ·hoi r ha\c on idcrt:d horiz ntal di\cr ifi ati n form o intcgr tit n. 'I hi 

firm· ton -tam tratcgy i ba d n rO\\ h thr ugh th qui itit n o l nc or 
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2.2.2 Strategic Fit 

This exists when different bu in c..: ha\1.: ·uflicicntly re lated value claims that permit transfer 

of skills and expcrtis 's frl)m lO~.: t u~in~.:~s to another. It allows combination performances of 

related activi ti ~s so as 10 r '( 1 and it capture benefits of interrelations of firm's portfol io. 

According to irnttt ( (ll>l' trut gy can be success ful, if it consists with the firm goals and 

value ·. with its ·nvinmm •nt. res urcc , and capabilities as we ll as with its organization and 

·ystcms. I h~: lit i uim d at creating a competitive advantage through the exploitation of the 

rc ·ource·. There· urce h uld be combined and managed in such a way that the benefits which 

accrue e::\ceed tho e \\hich \\Ould result if the parts were kept separate as coined by Thompson 

( 1990). lf applicable to the related diversification hence capable of being a 2 + 2 = 5 

phenomenon or the exploitation of a synergy. The synergy is mainly concerned with the desired 

characteristics of fit between the firm and its new product market entries. This is a useful 

common thread in the new growth areas where industry boundaries are ill defined and changing. 

It is also a key variable in the choice of diversification strategy (Ansoff, 1965). 

There are three t_ pes of strategic fit. amely, the market related fit, operating fit and 

management fit. The market related fit arise when the value claims of different bu ines overlap 

so that the products can be used by the same customers. marketed and promoted in imilar \ ay 

as \Veil as being distributed through the same channels. This can be achie ed through. common 

ale force. ad ertising related products together. u e of the arne brand name. arne deliver and 

hopping. joint ale ervices and ordering and billing proce e . Thu the pr duct usc the 

common di ·tribution channel . common ale · admini tration and \\an:hou ing. ·y hi kind of fit 

incrca e the productivity of the ale for c due to the opp rtunity ollcrcd by the mpktc lin 

of related pr du t a oincd by An o ( 19 - · 
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achieved in the areas such a pro urem nt , rc carch and development, technology, 

administrations support function nd m rk ting and di tribution services. 

Management fit emerges \\h~o:n lit!' r'nt bu ·incss units have comparable types of 

entrepreneurial. udministnllh · HH.I c p rating problems. Management will consider venturing 

into busim:ss th 11 In'> imilur prn lcm to those they have encountered in the past. That is use of 

compatiblt.: '>l) II: )f mma ement and values as outlined by Thompson ( 1990). It allows 

uccumulut~:d managerial kn '' -hO\: in one business to be useful in managing another business. 

The trun ·fer or managerial knov how can occur anywhere in the activity cost chain. This fit can 

b ba ·ed on the u e of the same type of generic business strategy and competitive approach, use 

of imilar configuration of the activity cost chains and application of proprietary technology in 

related products or production processes. The above types of synergy help in determining which 

di ersification strategies to pursue as illustrated by the diagram below. 
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Figure 4: Internal development' er u~ A qui ition 

"'' Pr 1'lrrr..:d n1 thod Applicable diversification " ... _. 
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Weak weak I 

None none Acquisition Conglomerat di er ificati~ 

l ' 
ourcc: n ofT. H.l . corporate strategy ( 196-. pg 199). 
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vulnerable in some way as coined b) Thomp on ( 1990). This include the limited growth 

potential , unjustified internal gro\\ th in ~ tnh:nt, threat by new technology, under valued stock 

market making them vulncrabl if th h) rH t div~r·ify. The company may also have growth 

objective that strct<.:h b )l n I th~.: ~:xi tin bu ·int.!"c' and cash generators may have little 

prospect for lirtur · •~tm th. 

2.3.2 Risk rrducti n 

Bu ·ine , put"ue· thi · ·trateg_ in order to spread their risk among different units. The corporate 

ri k can be di tributed b) enturing into different portfolio. For instance if the present markets 

of a firm are ubjected to variability due to changes in environmental factors, activities which are 

les affected b) these factors should be combined to reduce risk(! lowe, 1993). ntering 

businesse that will counter or reduce the cyclical nature of existing earnings can also reduce it. 

mihud and Le i ( 1981) noted that risk reduction motive of managers as a rationale for pur uing 

the related diversification. They further noted that managers who have large and non-tradable 

human capital in estment in their firms may opt for conglomerate diversification strategy. 

2.3.3 Competitive advantage 

The diversification is aimed at increasing the competitive advantage in the exi ting industrie or 

leading to sustainable competitive advantage of ne\ busines e . 'I hi trengthen a firm • 

position again t its key competitors and also dictate the n cd to match competit r · 

diver i fication. Porter (198 -) noted that di er·ifi at ion that i ba ed on int rrelation hip ha the 

greate ·t likeliho d of increa ing competitive advantage in e:i tin, indu tric and Jc ds to 

u tainable competiti'Ye advantage in ne\\ indu tric . 'I he threat of unfriendly takcoHr can be 

u ed to quire other rclah::d or unrdat d bu inc c in ord r or the firm tor 1 in it ornp tltt\c 

dv nt . Thi trntegy j u d a mean of m nagin riv til') in the in u tri~.: ~ ·md hold in 

m k th 1,; \\h ha\C ithcr nt r th indu tr) r h ) , 

th 
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Leveraging competencies by continuou taking distinctive competences developed by a business 

in one industry and using it to rent" ne\\ busin ss in a different industry can lead to creation of a 

cost base or differentiations c mpdtti\ ~.: nd ant age. The size and reputation of a firm also acts as 

a barrier for entry of otht:r tn tu tno. I hus divl.!rsification into the related businesses enhances 

the market power or · lllstllium d firm allowing it to have a long-term competitive advantage 

(Amitund l i nut. [t)~, 

2.3A I rotitability 

The pro tit mx imization i the fundamental objective of any organization. Porter ( 1985) states 

that for an) organization contemplating to venture into diversification need to apply the 

follO\ving te ts. Firstly is the structural attractiveness test. The industry must be structurally 

attracti e. Secondly is the entry cost test. The cost must not capitalize all the future profits. The 

cost needs to be low so as to yield gain in future. Lastly is the test of better off. The business 

needs to gain the competitive advantage from its links with corporation. The diversification 

should present greater opportunities to the firm in the new markets areas than would accrue from 

its existing activities. Thus diversification strategy has been used by different organization m 

order to enhance their profitability and financial position of the firms. 

2.3.5 Economie of cale 

Diversification rna} occur because a company ha de eloped a particular trength or e. pcrti e 

and feels of that it could benefit from tran ferring thi a ct mt other po ibly unrelated 

bu ine e 
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sharing of resources and transfer of kill b t\ en two or more otherwise distinct businesses. 

The sharing of resource lead I \\ ·ost or invc tmcnt. This is possible when there are 

significant commonalities bel\\~.: n trh; )I' mt r' nluc creation function of the company existing 

or new activities. J'hus Jj, r iii \ lilt n ma b used to facilitate use of excess resources thus 

enhancing e11icicnc ( mtt. I I\ nat und Zorowin , 1989) 

2.3.6 l,rofc~;sionul int 'r' t 

omt! of the m:.mat,ement rna. pursue this strategy as a way of fulfilling their interest that is 

pre ·tige ofhU\·int, a large organization (Aaker, 1998). Thompson (1990) pointed that the trategic 

change re ult from the ego or the ambitions of the strategic leaders who may feel that he or she 

can run any t;pe of the business successfully regardless of the degree of unrelatedness. Reward 

for managers are usually greater when a firm is pursuing a growth strategy. For managers who 

are paid on a commission based on sales, the higher the sales level, the larger the compen ation 

recei ed. The recognition and power also accrue to managers of growing companies. They are 

more frequently invited to speak to professional groups and are more often interviewed and 

\vritten about by the press than are managers of companies with greater rate of return but slower 

rates of gro\\th. Thus. growing companies also become better known and may be better and able 

to attract quality managers. Managers may use the diversification that creates the agency conflict 

bet\veen them and the stockholders, as they are motivated in reducing the probabilit of 

bankruptcy to enhance their job s curity and pre r e their firm' pecific human capital 

rnve tment. ther may diver if; by acquiring th undervalued firms \ ith large ta . loss arr , 

over or merger \\ith firm · that have underutiliz d ta. inct::nti c to make capital im:c lmcnt 

through tax exemption ( aker .199 ). 

2.3.7 R fo u u firm 
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met within the product market ope defin"'d b oth~.:r trategies as denoted by Ansoff as the 

reason for diversification of th firm . F r instan ''a marketing firm may refocus by acquiring an 

undervalued manufacturing firm" ht h' ill i ·ld more pro lit in the long run. 

2.3.8 Exploitation uf ttu: •l'rH'ral organization competencies 

According to 1 ~:nroo.;, a , inc.:d b Rumclt, chen del and Teece( 1994) there is need to fully 

utilize c cc · · cupacit) in human capital as engine that drives corporate growth and 

diver·iticntion. The ·e help organizations to perform at higher level than would be the case were 

they independent companies. It is based on three forms of capabilities. The entrepreneurial 

capabilitie helps in encouraging managers to take risk on ideas as well as allocate resources and 

time on them. The second form of capabilities is development capabilities. These provide the 

context in which managers of business units run them. It is mainly on business level where the 

organization is subdivided into divisional units hence the managers' potential skills can be 

effectively and efficiently portrayed. The last form is superior strategic capabilities. These gives 

the top management the intangible governance skills that allow them to manage the different 

business unit within the organization in ways that allows them to perform better than 

independent company as pointed out by Hill and Jones (2004). 

2 . .- Strategy Choice 

This involve understanding the underlying ba es for future trat gy at b th the corporate 

busine unit le\el and option for developing trateg_ in term of both the dirc.:ction and 

method of de\elopment (John on and hole .2002). The choice may in Jude the business 

level trategy for competing within organization and the method of tratc.:gy devdopmcnt. 1 here 

are ev ral factor that influence strategi choi c. I h c.: ar : 

2.4.1 Organil!ltion tructurc 
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where responsibilities for profit and ther p"rformance measures lies, how information is 

transmitted and how deci ion rl: madl: (Ao a 1992). In order for the strategy to attain its 

objectives the organization mu £ ht.: \\dl :-.tru ·tur~d. Th~ tructure can either facilitate or inhibit 

strategy implementation. h.utdkr 1 0111t •d out that structure follows strategy and this implies 

that structure should b · lltlJ mi I' with th~.: chosen strategy. The change in strategy ultimately 

leads to change in {)l'gJni ni n tructurc. Thus organization structure influences the choice of the 

·tratcg). 

2.4.2 Leader·hip 

ccording to Rue and B:ars (1992) leadership has been defined as the ability to influence people 

to willing!~ foliO\\ ones guidance or adhere to ones decision. Effective leadership in an 

organization creates a vision of the future that considers the legitimate long-term interest of 

parties involved in an organization and develops a strategy for moving toward that vi ion. 

Leadership skills of strategic managers help in the achievement of the goals. Therefore 

leadership is vital in strategy formulation and implementation. 

2.4.3 Management 

The functions of management are the planning, orgamzmg. controlling and directing. The 

managers need to possess the managerial skills in order to effective!~ and efficiently perform the 

tasks (Thompson and trickland. 1989). ucce in diver ification i likely to be igni ftcantly 

influenced by the quality of the management of the acquired bu ine interc t the yncr 'Y that 

can be created bemeen the different field of operation and the manner in which diH:r ificd 

expan ion i implemented llm\e, !99""). 'J he ucce of tratcgy al o depend on th building 

portfolio of bu inc \\hich tit· \\ith mana_erial d minant I 1 o top •. uthc md th ir 

man g m nt tylc. t na r n~.: d t dc\idop d 
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2.4.4 Mission 

Mission is a general statement f o t.:rTiding purpo e of an organization. Bennett( 1994) viewed it 
as a concise ummary of funtlam ntnl purpo c of the enterprise. It communicates the overall 
direction of an organizuti n ·1 nd link · the company vision, values and its strategy. It provides the 
guideline · nnd ruh: · lll "hi h all the organization resources are directed toward the achievement 
of the goal·. lt ul· act· a a target for the organization and incase of any deviation a correction 
action i · carried ut. The mission of an organization determines the choice of the strategy for this 
may lead to the achie ement of the goals or may impede the achievement of the goals. A good 
strategy should be formulated and implemented in order to execute the goals of the firm 
(Thompson and Strickland, 1989). 

2.4.5 Resources and capabilities 

A strategy is used to match the firm's resources and capabilities to the opportunities that arise in 
the environment as pointed by Grant (1998). The organization environment is turbulent and the 
resource and capabilities of a firm define the identity. The dynamism of the environment leads to 
the change of the internal resources and capabilities. This means that for organization to adopt to 
the environment effectively it needs to have a continuous improvement of its internal resources 
and capabilities and this must match with the strategy to be pursued by the firm . 

The firm's resources can be classified into three categories. First class is the tangible resources. 
These are easil~ identified and evaluated. This can al o be classified further into phy ical and 
financial resources. The borrm: ing capacit} and the internal fund generators characterize 
financial resources. The e determine the firm capacity for in estment. lt can borrow the fund and 
invest in order to earn a return to the organization. The exce profit of the c mpan can be 
ploughed ba k by inve ting in other profitable proje t . The ph~ ical a et ar~: characterized bv 
the izc. I ation. te hnical phi tication and fle ibility of the plant and equrpmcnt . 1 he. 
on tittlt the firm co t of produ tion. 1 ht: tangrbh! n.: ourct.: houltl be t.:rnplo)ed m re 

profitably in order t add value to the organization. 

ry f r ur i th int'lll ,ibl r lUr<.:e • I hi in lud . t d\\ ill, 1 .u h 
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goodwill and trademarks are part of the r putation as ets where value is in the confidence they 

instill in customers. The te hn I :::- of on organization is valued through its application to 

production of good and our· s. ·1 his include the copyrights and patents. The last class of 

resources is the human r •s )tJf" ·. lh~ ·e are productive services human being offer the firm in 

term of their ·kills. 1-..n '' h.:due. rea oning and decision making capabilities (Grant, 1998). These 

re ourcc · ure creut d thr ugh in e tment in education and training. 

Different trategie · require different kinds of resources. A good choice of strategy would lead to 

optimum utilization of resources. Chandler as pointed by Rumelt, Schendel and Teece (1994) 

emphasized that much diversification would ensure the continuing full use of resources. A poorly 

formulated and implemented strategy would lead to underutilization of resources hence severe 

effects on operations ofthe firm. Managers ' need to put into consideration the resources required 

for the various kind of strategies before implementation. This is because the strategy formulation 

and implementation process require different kinds of resources to meet its formulation and 

monitoring costs. Pearce (1982) developed a model that would assist the decision makers in 

selection of grand strategy as follows. 



Fi gur - Jl·and trategy selection matrix 

vercome weaknesses 

Turn around or Vertical integration 

Retrenchment Conglomerate diversification 

Divestiture 

Liquidation 

Internal -+------------r---------l'xternal acquisition 

(redirected resources Concentration Horizontal integration or mergers for 

within the firm) Market development Concentric resources 

Product development Diversification capability 

Innovation Joint venture 

Maximize strength 

ource: Pearce 11. electing among Alternative Grand trategies. alifornia Management 
Review 30. o 2. 1982. pg 29 
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the success of the organization. The ultur impede or facilitate the change of an organization. 

With changes in the environment \\hi h n ''' itatc for redefining of the organization strategies 

cu lture should be supportive to th ·htH1<l~ • in thc strategies. Thus cu lture affects the choice and 

application of mode ' of '>ll'\lt ~) 'I' 'Uti 11. 

2.4.7 Environment 

Thi refer· to the urrounding of the organization and it is subdivided into three major categories 

that i the remote. macro and operational environment. All these impact the organization in 

different ~ ay and it has to adopt various strategies in order to cope with the ever changing 

environment. The firm has to consider its environment in the choice of its strategies. A good 

choice of strategy will determine whether the firm will have a competitive advantage or not. For 

instance in rapid market growth environment the organization need to consider its competitive 

position in the choice of the strategy. Strategies such as concentric diversification, conglomerate 

diversification and joint venture can be pursued by the firm which has strong competitive 

position and a slow market growth while horizontal integration and liquidation can be used by 

the firm with weak competitive position and rapid market growth as illustrated by Pearce and 

Robinson (2002). 

2.5 Roles of the strategy within an organization 

According to Grant ( 1998) strategy plays the three roles. First, it gives a decision support. 

Managers are faced with different issue and the best of the alternative must be elected. 

Therefore. strategy gives coherence to deci ion of an organization. This implie that with the 

help of the strateg_. manager make deci ion that are beneficial to the organization. here are 

quality deci ion because of the competent taft and their focu in analy i of ituation 

( n off.J96 -). econdly. trateg) i a ehicle for co rdtnatton and ommunicatton. It 
1

. b lht.! 

appli ation of the trategy that con i tency in dect ton making aero difler~.:nt department and 

individual i a hie\~.:d. It act a communi ation mcchani m within an organization for it gt\~;s 

th. guid line or dir tion to be follo\\cd b th~.: member of th~.: rgnniz tion. ·1 he und~.:rlu1l:d 

lin h lp in rdin tion lith f1i rt f n rg niz tion nrc '~o:'tr~.:d In\\ ard n 
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Finally, strategy indicates the target . It i through trategy that the mission and vision are linked 

together. Thus it sets aspiration fl r th ' mpany and gives guidance on direction toward the set 

standards. According to n otT I ") it ~n ·ur~ ' that there is a periodic appraisal of the firm to 

ensure that the ovcntll r s )Ur'' allocation is efficient. Incase of deviation from the 

predetermined turgct. nH.:u ur · are taken to correct this in order to achieve the overall goals of 

the organization . 

2.6 Challenge · of diver ification 

Bureaucratic co t is the major drawback of diversification. This is caused by the extensive 

diversification that tends to depress rather than improve the profitability of the firm. The cost is 

incurred in monitoring of the strategy exceeds the value created. There are other costs that are 

incurred in terms of coordination of the firm different business in order to realize the value from 

the diversification strategy. The different number of businesses in a company portfolio requires 

large capital investments as well as monitoring cost (Hill and Jones,2004). 

The other limitation of this strategy is conflicts of professional interest. Management appear to 

be somewhat over optimistic in respect of its ability to manage varied interest and also being 

over optimistic regarding the rate at which diversified interest will generate greater profits as 

outlined by Ansoff(l965). This is because their aim focuses on the performance of the firm at 

different levels and over look at the overall performance of the organization. Diversification will 

only be successful if the management leve ls\ ork together as a team, for thi allo\ the baring of 

the skill and eliminate all the differences among them. 

The next limitation i de iation from the objective of the firm. The e ten ive di er ification of 

the firm rna: lead to refocu ing the firm to the other objecti e that are not it main incorp ration 

purpo e. Th 1 may al ·o re ·ult to greater lo to the tirm due to the n k that are 111 olv~d in th~ 

operati n in term of apital imestm~nt in the area that ar~ not profitabh.: to the onwnizatio 
- 11 . 

'1 he h rt run\\ ind w opportunitie pre ~ntcd b) di\cr ific. tion trutcgi~ may lead to dcviatit n 

01 ti nal obj cth c du to m, iv im ~.: tmcnt ·tor bu in tivilic \\ hich ) icld 

rt p ri 



2.7 Non profit Organization Diver ification Strategies. 

According to Ben-Ncr a coined b) h 'U s 'n(2004) non profits are private ,non governmental 

organization that do not aim It ma~imi/1! profits for distribution to their owners or controllers, 

but they do have ·om' s 'rvi' bjc tive · to members, users or other beneficiaries. They aim at 

creating value and thi" i · c n idered a an outstand ing characteristic of non profit organizations 

(Quarter und Riehm nd a coined by Theusen, 2004) 

A continuou change in the environment associated with major resource providers translates into 

specific threat and emerging opportunities for non profit funding. This is because of competition 

for funds which is an integral part of lives of non profit organizations as coined by Froelich 

( 1999). Non-profit organizations rely on a variety of activities and resources providers to support 

their mission related work. They should therefore create a classic image to attract charitable 

donations from individuals and corporations for socially valued programs. The diversification is 

consistent with prescription for reducing resources dependence and maintaining organizational 

autonomy 

Some of the diversification strategies adopted include the revenue strategies. The organizations 

involve themselves commercial activities which are either related or unrelated to the mission. 

Hodgkinson, Weitman, Noga and Gorski as coined by Froelich( 1999) noted that the commercial 

activities related to the mission or linked to the program services appear to be far more common 

than unrelated acti ities. The approaches used in commercial activitie are elling products or 

charging fees for program ervice . The other commercial funding trategy is the ariation of 

goal displacement or creaming. The organization hift their program to area that hav greater 

appeal to donor·( Bori and dendahl pointed out by Froelich, 1999). The revenue di er ificati n 

meant to hift ource of fund· and alter the depcndenc} relation hip . 

'I hc other tratcgy u ~.:d by the c organi:t.ation i thc market piggyba king. 'J hi trateg_ u c the 

profit or urplu prl duccd from trving one demand ide on umcr submark~.:t onstittll.:ncy 

r lat d to the:: i liz d mi i n in or r to ub idiz tll thcr m umcr 

ubm uppl) mmnn 
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resources of non profit organization a p int d out by Nielsen( 1986). Both common and joint 

shared cost related diversification u' ' th r ' ourcc and trengths of the organizations. 



CHAPTER THRE : RE EARCH METHODOLOGY 

3.1 Research design 

The study was carried out b th' u ' of an exploratory case study. This design provided an in 

depth in formation on thl: str·u '' il! u cd by hristian Community Services in Mt Kenya East 

region. It allowed c nt ':\tual anal i of events or cond itions that led the organization to consider 

dive1"ification ·trutt!git! · in it operations hence determining factors and the relationships for 

diver ification. Lt al o generated the answers to the questions why, what and how as pointed out 

by Saunder , Lewi and Thornhill (2003). 

3.2 Data collection methods 

The data collected was both primary and secondary data. The primary data was gathered by use 

of a structured interview guide (See the appendix I). The interview guide was divided into four 

major parts that helped in addressing the research questions. This method enabled probing for 

clarifications. The researcher administered the interview to the respondents who were members 

of management team and comprised of the executive director, program manager, station 

development heads and chief accountant. This eliminated the bias information of relying on few 

top management decision makers. Secondary data was collected from management reports and 

journals that gave detailed information relating to the strategies adopted, efficiency on 

performance and challenges faced by the organization in the implementation of its strategies. 

This was achie ed by the use of secondary data collection form (see the appendi, II) . 

3.3 Data analy i 

The analysis wa done u ing qualitative technique . This i becau e the data \\a qualitative in 

natur therefore the ideal method of analy i ''a· content anal i . fhi wa arricd out in i. 

major ·teps a outlined by tugenda and Mugenda(2003). The fir t tep \\a data organizati 11 

that ent ilcd cditin nd h:aning up. ·r he nc:t tcp '' 3 ~ to de idl! on the unit of analy i . 'I hen 

the d ta \\ alt.: orized foliO\\ in the rc earch qu tion . 'J he f urth tcp \\, to ct de the datn. 

I hi \\ by dnm in rom the d d t th ll i m•tkin 

, n rat n h r ult mpil ti n n int rpret ti n m rk d th 11 tcp. I he 

qu litati ntcnt n I) i m th " imp! t u 



CHAPTER FOUR: DAT N LV I AND INTERPRETATION 

4.1 Introduction 

The rc carch was carried out t) th u of a ca ·e tudy and was being guided by three objectives 

which were: to dctcrmim: the r' n for diversification in Christian Community Services in Mt. 

Kenya En ·t n:gion. to ·tabli ·h the diversification strategies adopted by Christian Community 

ervicc · in Mt. Ken) a Ea t region and to determine the effectiveness of diversification strategies 

of Chri tian Communit~ ervices in Mt. Kenya East region. Ten members of management team 

were interviewed. They included the executive director, program manager, station heads and 

chief accountant. The results of the study were qualitative in nature and content analysis was 

done. Therefore, the results are presented in the order of the objectives as listed above. 

4.2 Reasons for diversification 

Growth was the major reason for diversification because majority of the respondents interviewed 

show the strategy as an opportunity for the growth of the organization. Initially the organization 

served only three administrative districts but currently it serves about eleven administrative 

districts with distinct services for each and operates through the seven stations namely, Wanguru, 

Macumo, Mitunguu, Maua, Mayori, Marshabit and Isiolo. The growth is based on community 

needs that are interrelated and dynamic in nature such that the satisfaction of one leads to the 

demand for the other services. For instance, the agricultural activities being interrelated to health 

and education issues. The need for filling the gap of the service required b] the community led 

to the wide geographical co erage. 

ustainability \\U al o con idered a a major rea on for di ersification. Thi i becau e out of 

the re ·pondent interviewed. mo ·t vie\\ed it as a mean of ·urvi al. 1he organization di er ified 

in order to make profit a well a counter the effe ts of the \\ ithdrawal of the d nor funding. 

·r hi ha al 0 r duced tht.: donor ' dcpl.!nd~.:ncy ) ndromc by ploughing ba k the pro lit. to the 

th itic . 'I ht.: org nization achkv~.: thi through th~.: u tainnbk pro 'rum that ar~.: 

m g naation nd I o thr u h har •t.:d lor m ot th~.:ir tcti\ itk and 



The need for reduction of the operation t ' a the other reason for the consideration of 

diversification by the organization. Th rnanization needed to lower the cost by delivering the 

services to the large ocinl gr ups. fh~ also considered transferring of the skills and 

competence to variou. pr) 1rtlfll l) hiring f human capital that has the capability of handling the 

integrated progrums p~)rtri.l) ·d thi ·. 'I hi· ha been portrayed by the formation of lobby groups 

and omc or the ·crvic · eing mainly focused to small social groups rather than the individuals 

for example rural tinuncing programs, value adding programs and group and youth globalization 

program. 

The other reason for diversification as pointed out by the respondent was a means of 

complementing the other programs. This has led to competitive advantage of the organization 

and full e. ploitation of the general competencies. Environment changes were another reason for 

diversification. The change leads to the continuous emerging ofthe human needs. These changes 

include operational, change of lifestyles, conflicts among the members, technological and the 

recent political crisis in our country. Therefore, diversification strategies are used to fill in the 

gaps for the society needs that arise. 

Efficient services were outlined as a reason for diversification. The organization needed to offer 

services that are satisfactory to the customers in terms of quality of the activities, fair charges, 

reliability and accessibility of the services. The other reasons include mobilization of the 

communities outreach to the communities, recreation and strengthening of the unity, advocacy 

and population pressure . 

.t.3 Di\ er ification trategie adopted 

The organization mainly pur ue the related di\er itication that ha kind f trategic fit. hi i. 

al 0 n.: tri ted to the vi ion and mi ion of the organization. he trategie pursued include the 

concentric di,er ilication \\hich th main type or di er ificat1on practi cd by thi 

or, niz tit n. ·r hi mainly ba d on the ncc.:d to fill the.: •up cmcr •ing cnmmunny nc.:c.:ds. 
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programs, disaster management and su tninnbility program . There were other programs such as 

social welfare program which in -lu kd th v cational training in the polytechnics, special 

education for disabled and orphan ar , r 'I i~r and resources center. The water related projects 

such a digging of borchol " ond mall- ·calc irrigation. These programs failed due to threat of 

competition, inndcqu tlc finan tal re ources and ineffectiveness of the feasibility study 

recommendation ·. 

Vertical integration trateg_ i widely practiced by the organization. With backward vertical 

integration ha ing majority of the respondents accounting for it practice in various station 

development units of the organization. It deals with the supplies of the inputs to the 

communities. Some of the reasons for pursuing this include the reduction of dependency 

syndrome of the suppliers, income generation, accessibility of the services, efficiency of the 

organization, quality services and catering for the neglected areas. Some of the activities include 

supplies of farm inputs through agro vets outlets, farm produce stores and seeds banking. The 

respondents pointed out that the organization has practiced the forward integration twice since its 

incorporation in the area of disaster management and relief programs. This was due to 

operational costs and insecurity mainly in the northern part of the region. 

Horizontal diversification has been practiced to some extent and this mainly involved the related 

activities. This has been driven by technological changes, need for survival, need for the factors 

of production that is the income generated from these activities are used for acqui ition of the 

factors of production for other programs. Other rea ons include the emerging opportunitie , co t 

haring, wide coverage and efficiency of the ervices. The trategy in ol ed acqui ition of a 

hospital in Kirinyaga di trict, opening of di pen arie . food proce ing for example the uji mix. 

con truction of ho tel·. confer nee hall . cafeteria and communication bureau ,, hich deal with 

cretarial ervice . ale of tationerie . ale of omputer and omputer acce orie . mobile 

ph ne and ac e rie . ther proje l included the Internet en•tce Pro-.idcr (I P). wht h 

failed du 

•i 1 n n m i i n in it 

tudy. nd an in urancc project by thl! namc 1 e 'cmco 

lttcr old to • n indi\ idunl cntrcprcnl!ur. 
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4.4 Effectiveness of diver·ificllti n ·trat gies 

The practice of the v rtkul int •grati( n 'CI.!m to be well performing. This is because majority of 

the re pondcnl · point ·d (lllt that it has somehow achieved its objectives. However, the 

prejudice-, uncommitted c mmunities, threats of competition, socioeconomic factors and 

financial con ·trnint ha\ e limited the performance. Some of the measures taken include 

empowerment of the communities, leasing and closing down of the premises, change of the 

organization practices. use of consultations and marketing of their activities through advertising. 

Horizontal diversification is fairing well as gathered from the respondents in terms of its goals 

achievement. This has been limited by threat of competition and lack of resources. This has also 

been contributed by lack of adequate feasibility study and lack of proximity of some of their 

premises to the customers especially the Macumo conferencing hall and hostels. The measures 

taken include the public awareness, improvement of services delivery, advertisement and 

renovation of the premises. 

According to the findings concentric diversification has not fully achieved its objectives. The 

responses show that little has been achieved. The deviation has been accredited to change of 

external factors, resistance of the communities, financial constraints, unfavorable government 

policies, change of community needs and poor infrastructures. orne of the mea ures taken 

include search for networking organizations, partners and donors, empowerment of communi tie , 

fund raising. initiating income generating acti itie , ci ic education and planning. 

4.5 hallenge of the di"er ification 

The colll: ted data indicated that the main challenge of implementation of these trategic 

include inad quatc; of rl: ource u h a tinan e and ompetcncc st ff. 'I hi i due to donor • 

fund!i ''ithdrawal nd tat turnO\cr. 'I hl: c hnH: the impa t on the impkmcntntlon of the 

trntc i them nnd I k of the key pi m th imph.:mcnt tion ~ I· 1~.:. 'J h~.: 

th mmunity, nd t pr l r·un h in • t 1k~.:n 

\ r full impl m nt ti \c I I th 



divert its resources in the relief program . The political factor that is, the ever-changing policies 

of the government has hindered the pr gr . ' of implementation of programs. Other limitations 

are weak leadership skills, communit d p ndcncy syndrome, lack of monitoring and control, 

lack of commitment, n;sistnn ·' r ·hangc by the personnel, large area of coverage, threat of 

competition and lud ... )r 't n·i t~n • !'the participant by community 



CHAPTER FIVE: SUMMARY, ON LU IONS AND RECOMMENDATIONS 

5.1. Summary, onclu ·ion and Recommendations 

The fir t objective wus lt) J 'l~rmine the rea ons for diversification for the CSSMKE. The 

organization muinly divct .. ili~d in rder to enhance the community satisfaction. That is, meeting 

the communit e. pectati n · b. addressing the emerging needs. These reasons included the need 

for grov th that i-, \\ ider geographical coverage, accessible services, operation cost reduction, 

complementation of other programs, efficient services, recreation, strengthening of the unity, 

advocacy, emergency, community mobilization, the survival of the organization, population 

pressure and changes of the environment. 

Although CSSMKE is a non-profit making Christian organization the results of the study shows 

that its diversification was mainly motivated by the reasons as listed in the literature review. 

These reasons include the growth, which is indicated by the need for a wide geographical 

coverage. The profitability of the firm was the other factor that motivated the organization to 

diversify. This was addressed by the need for survival through use of sustainable programs to 

generate the income. The economies of scale were the other motivation where the organization 

desired to lower the cost of operations by serving a large group of people at a time, competitive 

advantage and exploitation of the general competencies of the organization were al o reasons as 

cited in the literature. 

The findings are consistent with most of the pre IOU tudies concerning the trong relation hip 

between di ersification and growth and also tudie in respect to relation hip among 

diversification. profitability and ri k. \1c0ougall. Fred and Round ( 1984) pointed out that firm 

diver ified in ord r to increa e profitability. reduce the ri k . enhance competitive ad antage, for 

higher gro\\th and cfti ient re urce allo ation. fh y e tablt hcd that there wa no igniti ant 

diffcren con diver ifi ation as am an of o ercoming the limitation of small market \\ith low 

'rO\ th rat and comp tition, mong the di'.'er itied .md non-diver itit.:d firm . ·r hey turtht.:r nott..:d 

th ll th trot ) of dhcr i'lic ttion did not rt.: ult in i 'nili ntly hi her profit hility or Jo\\cr ri k 

th n n ifi I finn . Rum It - c t bli hcd th t thcr~.: 

ifi nt th ti n dh ifi ti n n pr fit bilit h m i ll l l un th t 
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there was no association ofthe level ofdi er ifi ation and the firm's performance. Montgomery 

(1985) found that there wa no high r m r!..~t ' hare for diversified firms than the less diversified. 

The organization mainly div r·itieti tl 'nhancc the community satisfaction rather than for 

financial performance. 1 his C.:l n ·urr ·d v ith the findings of the study carried out by Mwindi 

(2003) who c·tublisheu thot il ompanies practiced the strategy in order to enhance the 

cu tomcr ·uti ·tlH:tion ·ruther than the financial performance. 

The study a! o f cu ed on the di ersification strategies adopted by the CCSMKE. The findings 

indicate that the organization practiced mainly the related diversification that has kind of 

strategic fit. The fit include the marketing, operation and management. This is also restricted to 

the reliance on the mission and vision of the organization. The strategies included the concentric 

diversification, which is highly practiced, vertical integration that is both the backward and 

forward integration, and horizontal diversification. 

The findings conformed to the types ofthe diversification strategies cited in the literature review, 

which were concentric, vertical integration and horizontal diversification. They also adopted the 

revenue diversification strategies for non-profit making organizations. These include engaging in 

commercial activities such as sale of the products and charging of some fees for the services. The 

other strategy is implementation of the donors appealing programs so as to create classic image 

and attract charitable donations. However the commercial activities of the organization are 

related to its mission. They also practice the market piggybacking strategy where they u e the 

profit or surpluse produced from programs less related to mission to subsidize the costs of the 

programs that are more r lated to the mi sion. For example use of the profit or urplu of the 

u tainability programs to ub idize the operation co ts of the communit ba ed program uch 

a agriculture and health. 

'I he organiz tion m to be moving from the diver ification trategie of the profit making and 

n 'aging in th nonprofit making di\cr iii ation trah.:gie . 1 he program u cd tn the n n profit 

rn kin in Jude the integrated agri ultur I a ti itics hcalth. Ill I ID pO\ crty 
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They need also to fully integrate the di er i ficati n trategies for non-profit making organization 

with the strategies for profit-oriented orgnninlti n. 

The findings were con ist nt "ith studi 'S done which include the Wakwoma (2007) who found 

that banking industric · pursu 'd th' di er ification strategies which had some kind of strategic fit. 

Rumelt ( 1974) c ·tubli ·hl!d that highe t profitability were exhibited by those having strategy of 

diver ifying primarily int tho e areas that drew on some common core skill or resources. The 

lowe t level \\ere tho e of ertical integration and finally the unrelated diversification. 

Montgomery and Wemerfelt (1988) reported that efficient diversifiers which were firms 

pursuing related types of diversification focused on specific related skills, performed better than 

the inefficient diversifiers. A survey which was carried out by Young (2005) on community and 

economic development of non profit enterprises also show that the organization practiced the 

mission related activities such as promotion of employment and training, supporting local 

business development, improving local community infrastructure and helping low income 

residents. 

The last objective was to address the effectiveness of the strategies adopted. The organization 

under achieved its goals. This means they have partly achieved its objectives for 

implementations. The concentric diversification has not fully achieved its objectives likewise the 

vertical integration and horizontal diversification. The number of the failed programs is one of 

the indicators for ineffectiveness as outlined in chapter four on strategies adopted by the 

organization. The Geneva Global Inc HIV/AID results report also indicated that the 

organization underachie ed on the fight for HIV/A ID activities. 

The ineffecti\.ene ha been attributed to financial con traints, change of en ironment, 

rc i tance of the communitie , ineffective recommendation of the fea ibilit} tudy, e ological 

fa tor uch a draught ''hich ha hindered the u ce of income generating a ttvitic hen e the 

fund be in pcnt on the relief programs. 1 hi has al ·o delayed the implementation ol the 

pn gram . 'I he other limitation i thc de ign o the pr rnm orne.: of the progmm su h a 

lll '/ lid tru ture. 'I hi i vid n b) b net: of nun lin , ·md tc~tin, 
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In conclusion, for the organization to be ffi ti e in the diversification strategies it should be 

limited to those businesses with ) n rg) nnd hould focus on exploiting the core competencies 

across different busine e . Th " t r diver ilication also depends on building portfolio of 

business, which fit· with tht: managerial dominant logic of the top executives and the 

management ·tylc. Muml£1.!1" 111: •d to de elop decisions that are appropriate in a particular 

environment and orgunizuti 11 c nte. t. This means the programs should be tailored to the need of 

the communi tie · rather than duplication of the activities in all the stations. There is need to 

conduct e. ten i e fea ibility study before the implementation of the programs as this will help 

address orne of the challenges such as the proximity of some of the premises. 

5.2 Limitations of the study 

Most of the studies are limited by the resources that is, the time, personnel and finances. This 

study targeted the top most management team who present the broad-spectrum views of the 

organization. Majority of the respondents were co-operative though not accessible. Some of them 

were unwilling to give the relevant information and others were lacking the knowledge on the 

diversification strategies used by the organization as the resourceful persons had retired or left 

the organization. This was complemented by the secondary data. 

The study only focused on the CCSMKE region and this does not form the fundamental basis for 

generalization for the other CSS regions. This is because they operate in a diverse environment 

and more conclusive results would be achieved if all the regions were studied. The tudy did not 

try to find the effect of the diversification strategie and the effectivenes of the other type of 

trategie . 

5.3 R mmendation for further rc earch 

'I he environment turbulence will nc cs itatc the corp rate manager · to rcfocu their tratcgic in 

ord r for their org, nization to urvi\c and ha\t.: a compctitiv adv ntagt.: . r he tudy only 
focu c i on th di' r iii tion tratt.:gie of the 1Kh l non-profit m king hri ti, n 
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order to estab lish the relationship bet\\ een th~.; trategy and the financial performance of the 

organization. 

5.4 Implications of the .· tud) for poli' and practice 

With an ample ·vid~nc · r di ~r ification, today's corporate managers needs to respond 

ignificantly to the tuk \er threat b concentrating on the core product lines of the firms. A 

good diver ilicution ·trategy needs to be well matched to industry and competitive conditions, 

market opp01tunitie and threats and other aspects of enterprise external environment. [t has to 

be tailored to the compan., resources strengths and weaknesses, competencies and competitive 

capabilities. The goods or services of the organization should combine both the revenue 

generation activities and the mission-contributing dimension. This means the profit making on 

the goods or services need to have some comparative economic advantage. Thus the enterprises 

are not likely to fall far from their mission related work. 

The success of diversification strategy of CSSMKE will depend on the clarity of the mission and 

discipline to maintain mission focus in the face of financial opportunities and pressures. The 

corporate managers should have the capacity to manage cultural conflicts that may arise between 

profit oriented and mission oriented groups within the organization. They need to have the ability 

to accurately assess the risk of diversification ventures. They should be able to manage multiple 

stakeholders such as donors, employees, communities, government and church owner hip who 

may have the influence on the diversification policies. The organization hould al o try to 

maintain its trust and reputation in the commercial acti itie for this might have e ere effect on 

the financial funding of the organization e pecially from the donors who may ie\ it a the 

dilution of the mi ion of the firm . 

The diver ificati n entur of the organization hould contribut in net term . tinan tal ·upp rt 

of the org, nization nd ontribute to the mi ion impu t . ·r he rp rate manager hould not 

undert, k any pro r m or a tivitic unle it ontribuh.: at lea t to one of the e dirnen ion . 'I he 

c lmbin ti n f th ventur nd th iti ol the or niz tion hould dd up to thl.! m, . im, 1 

t the 
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APPENDICES 

ppendi · l: The Interview Guide 

Part A: Gcnernl information 

l) What is your nume ................................................ . 

2) The gender of the inter iewee. Female D Male D 

3) For how long have you worked for this organization? .............................. . 

Part B: Diversification motives 

1) When did you start offering these activities? .................................... .. 

2) Which activities did your organization start with? 

a) ................................ .. ................... . ............................ .. ......... . 

b) ............................................................ .. .................. .............. . 

c) .............................. ········· .. ······· ............ ····· · ........................... .. 

d) ........................ ·················· ......................... ··········.····· ·· ·· ....... . 

e) .................................. ....................... ....... ............................. . 

3) a) Did the rganization con idcr adding ne\\ a ti itic later n? Y< 0 j D 

b) If 'hi h ar thl:y? 

...................................................................................................... 
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c) Whnt were tht! r a · n · that led you to consider addition of new activities? 

Part C: Strategic choice 

1) Who are involved in the development of strategies? ................................ . 

2.a) Has your organization involved itself in activities which were offered by your suppliers? 

YesO/ o D 
b) If ye , what were the rea on ? 

·································· ·· ················· ····································· ........ . 

.................................................................................................... 

................................................................................................... 

··································································································· 



c) Name some of these activitie ? 

3. a) Have ou con idered offering the services directly to the customers which were being 

offered by others? Ye D / oO 

b) If yes, what were the reasons? 

········ ···· ·············· ·· ······ ·· ······· ···· ········ ················································· 

···························································· ·· ······················· ····· ·············· 

········· ··· ··········· ······ ······· ··································································· 

c) What are some of these activities? 

········································ ······ ········ ········ ················ ··· ··························· 

···················· ······ ······· ··· ·············· ·· ······ ··························· ··· ·· ···· ·· ········· ··· 

4.a) Has your organization considered adding new activities that are related to the e. isting one 

in order to attract ne\\ cu tomers? YesD / o D 
b) lfyc . what are orne of the e acti itie ? 

....................................................................................................... 

. . . . . . . .. . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

• • e e e e e f. e e e e e e e e e e f I I I I e If I .. e I I I If I I If I e If If. If I I. I It. I I e I I It I I I I I I I I I I. I I I I I e e I It e I I I I If I Iff. I I I I It I I 

r nturin , int th 



5.a)Ha your orgunizuti n entured in offering new activities to the existing customers? 

YesO /NoD 

b) If yes, which are they? 

c) What were the reasons that led to the choice of these lines of new activities? 

6.a) Ha your organization con idered adding ne\ acti itie which ha e no conne tion v ith the 

e. i ting one in order to attract ne\ cu tomer? Ye D j oo 

b) lf)e . \ hat ''~r~ th~ r~a on ? 

1 e e e e e e e e e • • • e e e e e e e e e e e e e. e e e e e •• ' I.e e ieee e e e e e e 'e o1 e 'e e. e e e e e e e e e e e. e e e e e e 'e e I eo e e eo 1 I • e 1 1 e e e 1 I 1 e e e i o o e I 11e 

Ieee e I e. e I Ieee I.e. I e. e ••• e •••• e e I ••• I e e. e e I e •• e •• e I e. e Ieee I I e I Ieee I e I e I I e. e e I I e e Ieee .. I I.e I I e e I I e e I I I e e I I e lie 

0 



c) Name some of these activiti ') 

Part four: Diversification results. 

1. i) By engaging in suppliers activities have you met your objectives? Yes 0/NcQ 

ii) If no, what are the reasons? 

iii) What measures were taken to correct the deviation? 

2. i) In offering ser ices directly to communities have you met your target? Yes 0 / o(] 

ii) If no, what are the rea on ? 

........... ········· ............................................. ········· ........................... . 

.................................................................................................... 



iii) What measures were taken to corr t the d iation? 

3.i)llave the new ucti itie · r r the current customers achieved their objectives? Yes D !No[] 

ii) If n . \ hat are th reasons? 

iii) What measure did you take to correct the deviation? 

4.i)Have you experience any deviation from the set objecti es by adding ne\ activities which 
are unrelated to the existing ones for your current cu tamer ? YesD oD 

i i) If no. what are the reason ·? 

·········································· ............. ....................................... . 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

111 \Vh t m ur h )OU tak n? 

............................................................................................... 



S.i) Have the new activitic for the n v u t mers which have no connection with existing 

activities achieve their objl:cth c ··. ~0 I NoD 

············································································································ 

····················· ··················· ··· ··············· ······················ ··· ············ ·· ······· ···· 

·············· ···· ···························· ·· ··· ··· ······················· ······· ...................... . 

iii) What measures have taken? 

··············· ························· ·· ········· ······················································· 

············ ······················· ························································ ············· 

········ ·· ·· · · ·· ·· · ······· · ···························•oooooooooooooooooooooo o oooooooo o ooo 000 0 000000000 

6 Have these strategies led to the firm profitability or efficiency in customers' services? 

ooooooooooooooooooooooooooo ooooooooooooo••••••············••o•••••••••o•••••••o•o•••••···· ···· · · ···· 

ooooo••••••o ···········••••o•••···············••••o••• ••••••••••••••••••••••••••••••••.••••••••• 0 00 

7 Did you e. perience difficulties in implementing these trategies? Ye 0 / o 0 
ii) If ·es ''hich \vere they? 

.................................. 0 ••••••••••••••••••••••••••• 0. 0 0 •• 0 •• 0 0 •• ' ••••• 0 0 • 0 •••••• ••••• 0 •••• 0 •••• 

······························································································••o••······· 

.......................................................................................................... 



Appendix II: The Secondary Data ollection Form 

1. The ecn communi tit.: ' 'l 'ti itic which are: 

a) Vcrticul intcgrakd in nature . 

........................................................... 

························· ·············· ··················· 

b) Concentric diversification. 

····························································· 

c) Horizontal diversification. 

d) Conglomerate diversification activities 

·································································· 

········· ············· ························ ············ ·· ..... . 

2. The amount in e ted in these strategie ................................................ .. .. 

3. The return of the e investment in term of monetary and non m netary value . 

'I he challenge highlighted in the rep rt of crvice deliver of the organization . 

................................................................................................... 
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