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ABSTRACT

Organizations are deemed to be open systems meaning that they operate within an
environment which is dynamic in nature. These organizations are required to evaluate
themselves time to time and align themselves strategically in order to remain relevant. In
order for this to happen, organizations adopt different strategies. One of the major strategies
undertaken is diversification, the focus of this study. The study concentrated on finding out
the importance of diversification and the challenges facing diversification as a strategy
adopted by Christian Faith-Based organizations. The study employed a case study of
Deliverance Church Kasarani. Primary data was collected by use of prepared interview
guide and also secondary data from church magazines and other published relevant
materials. Content analysis which enabled an in-depth analysis was used to analyze the
collected data. The study found that diversification at Deliverance Church Kasarani has
been a success. This was supported by many benefits that have been achieved as a result
of diversification. These benefits included; growth, customer satisfaction, customer
loyalty, economic and financial stability, job creation, professionalism and strong
relationships with other organizations. The key challenges were found out to be financial
challenges, employee turnover, unsupported policies, resistance to change and limited
physical facilities. In order to overcome these major challenges the study concluded with
pointing out some recommendations such as; strategic evaluation and analysis, employee
motivation and development, review of policies, improvement in systems and structures,
cost saving, internal control measures, proper marketing, cost leadership and
benchmarking.



CHAPTER ONE

INTRODUCTION

1.1 Background of the Study

The church can be termed as a unique religious institution with an earthly management and
a divine mission. While it is governed by a divine rule, it also has assets and other resources
to manage. The church congregation are the main stakeholders whose demands for
answerability and translucence towards their contributions have to be ensured (Smith,
2011). Chapter five of the Constitution of Kenya (2008) highlights the fundamental rights
and freedoms for the Kenyan individual which implies that the constitution guarantees
freedom of religion and worship. Religious organizations have been considered in the past
as Non-profit making organizations from which their main source of financing has been
through donations and member contributions. However, today most religious organizations
are shifting to other commercial activities inform of business such as establishment of
schools, guest houses , hospitals and in the recent past religious organizations have shifted

to real estate business.

For corporate organizations sustainability includes economic, environmental and social
aspects; for charitable and philanthropic organizations, sustainability can be termed as
approach to ensure continuity of services to the community. The church is amongst these
philanthropic organizations (Weerawardena, McDonald, & Mort, 2010). Hastings (2002),
argues that in order to maintain church’s sustainability, the church need not only to be

concerned about the numbers of the congregation but also to focus more on the aspect of



people and making them feel part of it and ensure better leadership which will also focus
on the entrepreneurial aspect by the organization. This study therefore focused on the

importance of these extra activities embraced by Christian FBOs and their challenges.

Two main theories were used to guide this study. The first theory was the Resource Based
View (RBV) which emphasizes the firm’s resources as the integral determinant of
performance and competitive advantage (Peteraf and Barney, 2003; Barney, 1991).
Diversification can be considered by a firm as a way of ensuring maximum utility from
existing resources and capabilities. In support of this aspect of diversification is RBV. Top
management are obliged to ensure success of the organization. The second theory identifies
firms as a reflection of top management. This theory of information processing that allows
managers to act on the basis of their interpretation of the situation at hand is called the

Upper Echelons Theory (Cho & Hambrick, 2006; Hambrick, Cho & Chen, 1996).

Diversification strategy defines the direction and the scope of organization’s transactions
which it is expected to undertake. Diversification strategy is explained to be the basic
corporate foundation (Rumelt, 1991). An organization that is in need of maximizing its
performance are expected to have an explicit direction. Vertical and horizontal integration
are part of these strategies. Vertical integration is deemed to be mostly undertake in related
diversification because it allows for benefits to be spread out with more ease and it is not

so complex when it comes to controlling it. Horizontal strategy is argued to have a



probable increase in the organization’s business scope, in most cases, horizontal strategy

involves unrelated business fields (VVaradarajan 1986).

The study focused on a Christian FBO by the name of Deliverance Church Kasarani (DCK)
DCK is a registered church organization in Kenya under the umbrella of Deliverance
Church a member of Evangelical Alliance of Kenya. The church was registered in 1984
when it was founded and it is located in Nairobi County, Kasarani sub-region. It is amongst
the churches referred to as Pentecostal churches. DCK is presided by a Bishop who is

assisted by other leaders as part of the management team.

1.1.1 Concept of Strategy

Johnson and Scholes (2002) define strategy as the direction and scope of an organization
over a long term that works to achieve advantage for the organization through configuration
of its resources within a dynamic environment to satisfy the need of the markets and
ensuring stakeholder expectations ‘fulfillment. Sengupta and Chandan (2003) says that a
strategy is a series of related decisions and actions which points out what is expected to be
done and the ways of how to do it. The main aim of crafting a strategy is to assist the

organization in achieving its goals.

Pearce and Robinson (2006), states that there are grand strategies, which are mainly
referred to as ‘master or business strategies’ that provide basic direction for strategic
actions. They further explain that there are fifteen principal grand strategies, namely:

concentrated growth; market development; product development; innovation; horizontal



integration; vertical integration; concentric diversification; conglomerate diversification;
turnaround; divestiture; liquidation; bankruptcy; joint ventures; strategic alliances; and
consortia. Any of these strategies could serve as basis for achieving the major long-term
objectives of a single firm, while with firms of multiple businesses, industries, product

lines or customer groups, usually combines several grand strategies.

Mintzberg, (1987) considers a strategy as a plan, which act as a cause of action, a ploy,
which works to outsmart prevailing competitors, a pattern because it portrays a constant
behavior, a position since it works as a mediation force with the environment from which
an organization operates from and as a perspective since it perceive the world in an intrinsic
way. Pearce and Robinson (1997) define strategic management as a collection of judgments
and actions which are formulated to achieve organization’s objectives after proper
implementation. From all these definitions a strategy can be simply termed as set of actions

undertaken by the management to ensure organization’s sustainability and success.

1.1.2 Concept of Diversification

Walker (2004) distinguishes strategy in a single business firm from that in multi business
firms. He explains that business strategy concentrates on achieving superior performance
in a product market but the strategy of a multi business firm involves managing a portfolio
of businesses. This difference implies that crafting of a strategy requires a careful approach
for the success of any firm. The corporate-level strategy of all multi business companies
ought to show how and why the corporate parent adds value to its business. Strategic issues

such as the allocation of resources between businesses, the creation of synergy through



linkages amongst the businesses and the choices faced when creating a corporate portfolio

are fundamental in designing the strategy.

Campbell et al (2002) defines diversification as business growth that involves developing
new products for new markets. Johnson, Scholes & Whittington (2005) define
diversification as a strategy that enables the organization to penetrate into both current
markets and products and services. From this study, an organization is termed to be
diversified if it is involved in more than one line of business. Diversification is therefore

considered as a number of businesses under one corporate umbrella.

Porter (1987) argues that, a diversified organization has two levels of strategy which are
business unit and corporate strategy. Competitive strategy is concerned with how the
organization will be able to create competitive advantage in each of the businesses in which
it competes. Corporate strategy concentrates on two different questions of what businesses
the organization should be in and how the organization should manage the bunch of
business units. Corporate strategy is what makes the corporate whole add up to more than
the sum of its business unit parts. Corporate strategy choice have been observed as part of
the organization’s legacy.

1.1.3 Deliverance Church Kasarani

There are over four thousand registered churches in Kenya (CIA World Fact book, 2006).
The old denominations mainly referred to as the mainstream churches are: the Roman
Catholics, Anglican Church, Full Gospel Churches, Presbyterian Church of East Africa,

Methodist and Baptist. Lately, Kenya has witnessed the mushrooming of what are referred



to as Pentecostal churches. In Kenya, the most popular ones include; Nairobi Pentecostal
Church, Nairobi Lighthouse Church, Redeemed Gospel Church, Deliverance Church,

Jesus is Alive Ministries and the Jubilee Christian Centre.

Deliverance Church Kasarani (DCK) which form the context of this study is therefore a
registered religious organization in Kenya under the umbrella of Deliverance Church one
of the Pentecostal Churches in Kenya founded in 1970 by Dr, Joe Kayo as an indigenous
ministry which targeted the youths. The church has since grown by planting many churches
across the country and the region. Deliverance Church is headed by a general overseer of
the church, Bishop Mark Kariuki, who acts in the capacity of presiding Bishop of
Deliverance Churches. The church is also a member of EAK a national umbrella
organization consisting of over thirty churches and para-church organizations. EAK major
role is to make the presence of the Gospel available to all communities in Kenya through
the member churches. The presiding Bishop of Deliverance Churches currently act as the

EAK’s chairman.

Deliverance church as a whole embrace a structure where by different branches operate
autonomously at their local levels. DCK is a member of Deliverance Church and it has
been in operation since 1984 when it was founded. The church is presided over by a Bishop,
Dr. Jimmy Kimani .The Church has exponentially grown to a registered membership of
over one thousand five hundred. This has seen the organization plant new other churches

in the locality, establishment of Cornerstone Academy, Ukombozi Retreat and Conference



Centre (URCC) and a real estate project as part of its strategic business units. DCK is led
by a chief executive officer in the position of Bishop who is assisted by a local church
committee (LCC) who plays the key role of top management. The LCC are assisted by the
school board and the URCC board. Middle- level managers are selected from the different
strategic business units who comprises of the pastors, the school head teacher, the human
Resource and administration manager, finance manager, URCC manager and Ruiru project
manager. These form a committee of professionals who actively work to ensure that the

organization is successful.

The spirit of team-work is embraced where by the management and the staffs who
comprises of teachers, chefs, marketers, accountants, counsellors and junior staffs work
together. The organization also has a selected finance committee that ensures that the
organization’s resources are well utilized and proper investment decisions are made. DCK
is guided by five strategic pillars that represent the key areas in which an organization must
excel in order to achieve its mission of making Christ known to all: Soul- winning, Systems
and Structures, People, Finances and compassion. Its vision is to lead at least twenty five
thousand people to Christ in Kasarani and its environment by the year 2017 and deliver
value to customers. The core —values of the organization are: passion, accountability,
integrity and discipline, team-work, innovation and empowerment.

1.2 Research Problem

Most NFP organizations and churches in particular are pursuing diversification as a
corporate strategy since the traditional sources of funds such as donor aid have been

gradually diminishing (Johnson, Scholes & Whittington, 2005). One factor that has



aggravated this position is globalization, since it has increased the levels of competition
and consequently impacted on organizations’ corporate strategies. According to Salamon
and Anheier (1997) most NFP organizations have been forced to redefine their strategic
goals and objectives in order to align with the changing operating environment for survival.
Barna (1997), argues that evolvement of strategies which works to guarantee long-term
commitment and contributions is of great importance. As a comparison with the developed
countries NFP organizations have become effective and efficient in resources mobilizing

by the application of business-like models.

Stern and Stalk (1998) have explained that to achieve successful diversification,
appropriate strategies must be selected and relevant tools and techniques applied to
successfully manage the diversified portfolio. As a consequence, unlike the past years,
churches today have embraced professionalism as part of their work practice to achieve
competitive advantage and so as to respond appropriately to the changing operating
environment. The strategic position of a firm is therefore concerned with the strategy
impact to the external environment from which it operates, the organization’s capability
which entails the resources and competences, finally with the stakeholders’ expectation

and influence (Johnson, Scholes & Whittington, 2005).

DCK have adopted business — like models, apart from offering spiritual welfare to the
society, it has also diversified to other commercial activities through mobilization of its
resources. It can be said to be one of the fast growing church organization especially in its

locality. Besides the main stream churches which have previously been identified with



establishment of other commercial activities, DCK as an evangelical church has also
adopted this strategy which may have ensured its sustainability for over thirty years. It was
therefore necessary to evaluate how diversification have been of importance to DCK and
also find out the key challenges that have been faced by DCK in the process of

implementing diversification as a strategy adopted.

Kiiru, (2010) observed that so as to sustain charitable organizations such as churches, there
was a need to ensure resources mobilization since it was observed that despite the fast
growth of the church, it was still found to be straining in his study on how churches owned
business promote sustainability of the church. Kung’u (2007) researched on the challenges
of implementing strategy in main stream churches in Kenya and her main finding was that
the greatest challenge of strategy implementation in mainstream churches in Kenya was in

the culture that was unsupportive of strategy implementation.

Obwoge (2006) who surveyed the strategic management practices of Christian Churches
in Kenya however made the observation that the church was making a good effort to
embrace strategic management practices. She also noted that older and more established
churches showed a greater appreciation of strategic management. Kenas (2012) did a
research on strategy implementation and control in churches in Nairobi where he found
that most of these strategies were very poorly implemented. Evaluation and control of the
selected strategies was not carried out at all in some churches while in the churches where
it was carried out, most of the times it was not adequately done. The study revealed that

most church leaders do not have sufficient training and skills on the subject of strategy



evaluation hence monitoring of strategy was not carried out by most churches as part of

strategy evaluation and control.

Most studies globally done in the area of diversification as a concept in strategic
management have focused on profit — making organizations as compared to NPFs which
include the FBOs. Little research has been done on diversification concept as far as FBOs
in Kenya are concerned, even though many of them have engaged on varied commercial
activities as a gateway for success, and hence the need for this study. The study focused on
answering two critical research questions. What is the importance of diversification
strategy by Christian FBOs in Kenya? And what are the challenges facing diversification
strategy by Christian FBOs in Kenya?
1.3 Objectives of the Study
The objectives of the study were:
i.  To find out the importance of diversification strategy by Christian FBOs in Kenya.
ii.  Toascertain challenges facing diversification strategy by Christian FBOs in Kenya.
1.4 Value of the Study
The study was able to identify how organizations’ resources have been mobilized to enable
diversification as dictated by RBV. The study will also help to gauge how internal
capabilities can be used by NFPs to position them competitively in the dynamic external
environment. The study evaluated the management practice in FBOs to find out if really
they reflect the organization as dictated by Upper Echelons theory and give proper

recommendation.
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The information obtained from this study will be of importance to researchers since it can
be used for future reference. The information can also be used by the management of DCK
which form the context of the study as strategic evaluation tool which will help to ascertain
whether the organization is on right the way to where it want to be or even whether the
organization is where it want to be and if not the management will therefore be able to

make the right decisions.

Other religious organizations who may plan to embrace diversification strategy can also
benefit from this study since the impact and the challenges of diversification will be clearly
outlined hence forming the base in decision-making. This study will also be beneficial to
other stakeholders such as policy makers and strategists who can use it as a sign of

reference to advise FBOs in Kenya
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CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This chapter reviewed the literature previously done on the area diversification by
organizations globally. Different theories supporting the study were critically discussed in
this chapter. For the purpose of this study RBV and upper echelon theory were used. The
chapter also did a review on aspects of diversification strategy in relation to different types
of diversification, the factors influencing diversification and the challenges of

diversification.

2.2 Theoretical Foundation

A theory is a defined by Sutherland to be an ordered set of affirmations in relation to a
generic behavior or structure which is feigned to last throughout an incomparably broad
range of distinct occurrences (Sutherland, 1976). A theory is important for researches and
practitioners because it provides a framework for analysis; it provides an efficient method
for field development and it provides clear explanations for the pragmatic world

(Churchman, 1961).

2.2.1 Resource Based View

The RBV has been considered as one of the substantial theories of strategic management
(Barney, 1986a; Wernerfelt, 1989). The theory continues to suggest that the resources
possessed by a firm are the primary determinants of its performance, and these goes along
with contribution to a sustainable competitive advantage of the organization (Wenerfelt,

1984). According to Barney (1991), the organization’s resources basically includes assets,
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capabilities, organizational processes, firm attributes, information, knowledge and others
controlled by an organization which enable the organization to conceive and implement
strategies which ensures improvement in its efficiency and effectiveness (Barney, 1991).
Amit & Schoemaker (1993) define resources as stocks of available factors that are owned

or controlled by the firm, which are converted into final products or services.

RBYV has emerged as perhaps the most fruitful yet controversial contemporary perspective
in strategic management which has geared conversations within the field of strategic
management (Mahoney & Pandian, 1992).With numerous advances, arguments, and also
with some aporias. RBV research has been credited with restoring the balance between
internal and external analysis in strategic management theory (Dierickx & Cool, 1989).
RBV have been pointed in providing the basis in the new theory of the firm (Conner, 1991),
it has also been pointed as a theory of competitive advantage (Barney, 1991), a theory of
rents (Amit & Schoemaker, 1993), and a theory of value creation (Peteraf & Barney, 2003).
RBV School of thoughts emphasize on resources as being major source of competitive
advantage. However, this school of thought is limited in the essence that does not consider

the industry structure which a critical determinant of success.

Researches in strategic management have traditionally suggested that organizations ought
to seek a strategic fit between the external environment, this means that the opportunities
and threats and the internal resources which includes strengths and weaknesses (SWOT)
(Itami, 1987). Das & Teng, (2000) made observations that considerable emphasis has

usually been given to a firm’s competitive environment and its competitive position.
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Considering the source of an organization’s sustainable competitive advantage, the
scholars have widely accepted that the prevailing aspect in strategic management theory

from the early 1980s has been the CFA founded by Porter (1980).

The markets are the places where the organization trade resources which are necessary to
implement their strategies (Barney, 1986a; Hirshleifer, 1980). The economic performance
of the firms do not only depend on the returns from their strategies but also on the cost of
buying the resources from these markets to implement those strategies. The costs of these
resources are highly determined by the distinct characteristics of the factor markets. In
RBV, the qualitative, case-based, methods have been preferred and are said to be useful
and important complement to quantitative methods (Rouse and Daellenbach, 1999). RBV
concentrates on resources as key competence towards competitive advantage but also
display limitation in that it ignores other key competencies such as organizational structure,
innovation, systems and processes, skills and expertise and technology which are
importance aspects in any given organization.

2.2.2. Upper Echelons Theory

Upper Echelons models reports that organizations and their identifiable strategic behaviors
portrays the cognitive and visible temperaments of their top managers (Hambrick &
Mason, 1984). The organization’s top management determines the developmental
trajectory of firms through the preferences, behaviors, and abilities encased in their
strategic choices (Hambrick, 2007; Nielsen, 2010).The top management team (TMT)

includes the two upper layers of corporate decision-makers (Wiersema & Bantel, 1992).
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Cognitive base are the set of values and beliefs which them top managers bring to their
formal roles from which they represent the means through which understanding and action
are embedded within established social worlds (Hargadon, 2006). Wiersema & Bantel
(1992: 94) defines cognitive base on the other hand as assumptions about future events,
knowledge of alternatives, and the consequences attached to these alternatives. In effect,
this cognitive base serves to refine and alter the decision maker’s perception of what is

happening and what ought to be done about it (Hambrick & Mason, 1984: 195).

Studies have indicated that decision-makers seek advises from advisers who are able to
help and ensure accuracy in their judgments. This is mainly done when high risks matters
are involved (Bonaccio & Dalal 2010). Advice, as a form of knowledge input for strategic
decision-making, embodies prescriptive insights in the form of formulated judgments and
opinions about current strategic directions or recommended alternatives for future courses
of action (Alexiev et al. 2010). Senior executive officers are accountable for strategic
decisions. Therefore, before transacting possibly irreversible actions with dire
consequences for the firm; the stakeholders and management have the discretion to seek
strategic advice to help their judgement on the competitiveness of the firm, changing
environmental conditions and even insights on how to select between multiple viable

alternatives (Miller, Burke & Glick 1998).

The inclusion of advisers therefore reflects that the decision making process e by the top
managers may include other external actors who may or may not be members of the TMT

or even persons from outside the firm (Arendt et al, 2005).Internal advice may be sought
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from other persons such as middle managers and senior managers and acts mainly as a
conduit for firm specific prescriptions that are generated within functional and
organizational boundaries (Spender 1996). External advisers are however considered to be
more objective because their suggestions are not characterized by their previous successes
and failures of a given organization which are often reflected in organizational memory,

myths, and symbols that outlive individual actors and events (Crossan & Bedrow 2003).

2.3. Types of Diversification

There are two broad types of diversification, namely the related diversification and the
unrelated diversification (Johnson, Scholes & Whittington, 2005). Related diversification
IS a strategy in which an organization operates in several different businesses, industries,
or markets that are somehow linked.

Related diversification is defined as strategy development beyond current products and
markets, but within the capabilities or value network of the organization. However,
unrelated diversification is a strategy in which an organization operates multiple businesses

that are not logically associated with one another (Johnson, Scholes & Whittington, 2005).

The author defines unrelated diversification as the development of products or services
way and above the current capabilities or value network. This unrelated diversification is

often described as ‘conglomerate strategy’ (Johnson, Scholes & Whittington, 2005).

Generally, related diversification is seen as superior to unrelated diversification,
particularly because it is likely to yield economies of scope. However, it can also be

problematic because significant time and cost is involved in top management at the
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corporate level in trying to ensure that the benefits of relatedness are achieved through
sharing or transfer across business units. In addition, there is difficulty for business-unit
managers in sharing resources with other business units or adapting to corporate-wide
policies. The difficulty arises when they are incentivized and rewarded primarily on the
basis of the performance of their own business alone (Johnson, Scholes & Whittington,

2005).

2.4 Factors Influencing Diversification

A company’s conclusion to diversify results from three primary reasons. Firstly, the market
power belief which assumes that as a firm becomes conglomerate, it can obtain stronger
position. Secondly, when managers implement diversification to uplift the status of the
firm and provide protection to the financial conditions of the firm in times of economic
turbulence. This particular diversification is also known as the agency attitude. Finally,
diversification results when there are excess resources in the firm that can be elsewhere

and be more productive. This is also known as the resource view (Montgomery, 1994).

Steven and Marks, (1998) states that there are several factors which influences
diversification. Workforce resources availability is one of the factors, this works to ensure
that the organization have sufficient resources which will cater for different initiatives
which will be undertaken during diversification and also ensuring effective functionality
of existing business activities. Finance availability which is a major requirement during
diversification, and government regulatory policies. He also states that a clinical and

comprehensive review ought to be done of the firm’s present fiscal standing and future
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prospects by business owners before the initial steps of expanding business into a new area.

This is because diversification depends highly on the financial health of the firm.

A firm may undertake diversification as a way of making up for any loss presently, or as a
way of minimizing risks in the future. (Tallman and Li, 1996). Dynamic capabilities of the
firm determine the scope of services that a firm can provide (Doving and Gooderham,
2008). Knowledge searching is another factor that influences diversification (Miller,
2006).Scott, (1993), argues that diversification might be to match the multi-market
presence of competitors. Thus, firms may exhibit ‘strategic congruence’ as they match each
other’s market presence. Management preferences may promote firm growth or other
objectives rather than profitability. This is because diversification allows for accelerated
growth by increasing market share, or benefiting from increases in demand, in a single
market. Other authors see diversification as an escape route for firms in low profit or

declining industries (Rumelt, 1986).

Johnson, Scholes & Whittington (2005) suggested that organizations often diversify to
respond to environmental change, and sometimes in order to satisfy the expectations of
powerful stakeholders, including top managers who may want to save their jobs. Musila,
(2009) identified that some of the factors influencing diversification strategy by the
churches are competition, overstretching of available resources due to high growth rate of
the church, centralization as way of managing the church, human resource management
and the political and economic factors affecting Kenya. Other factors influencing

diversification include: financial health, market or industry attractiveness, availability of
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workforce resources, government regulatory policies, dynamic capabilities, knowledge
searching, institutional environment, information asymmetry and cultural diversity.
(Githira, 2008).

2.5 Challenges of Diversification

Olson, Slater and Hult (2001) use the phrase, ‘doing is harder than dreaming’. Businesses
invest a lot of resource in the planning of strategy, but very little of it gets implemented
successfully. Systematic knowledge about how to implement a well-conceived strategy on
paper in the real day-to-day business of an organization lacks. Even the most superior
strategy is useless, without effective implementation (Aaltonen and Ikavalko, 2002). It’s
dangerous to ignore Purpose, Principle and Processes, People and Performance
components (5Ps). This is because strategy implementation requires an integrative point of
view. This means managers and strategy implementers have to consider the

interdependency of different factors without neglecting any of them (Pryor et al., 2007).

Diversification strategy may therefore fail if strategy is not well inter-linked with structure
and behavioral component of the organization. According to Okumus, (2003), he stated
that an effective strategy implementation and also its execution will mainly depend on
ensuring that a balance has been maintained between promoting successes and preventing
failures concurrently. He further argues that in order to achieve the desired results and ease
the process of strategy implementation and execution, the organization has to ensure that
there will adequate alignment between strategy, administrative mechanisms and
organizational capabilities. Melly, (2012) identified that financial resources, lack of

support by the top management, poor planning, resistance to change and mode of sharing
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the generated funds were major challenges facing diversification as strategy in public

universities in Kenya.

Diversification strategy can face challenges such as lack of human resource and finances
to facilitate investment in the new market, lack of knowledge of the new projection
performance to ascertain the future value of the firm, investments, high competition
because of new entrants, uncertainty of the new market leading to high business risk and
technological advancement adjustment challenges (Githira, 2008). Lack of clear
diversification strategy (Howe, 1986), poor organization structure that doesn’t support
diversification strategy (Ansoff, 1990), management over—optimism in its ability to
manage its varied interest without considering appropriately the conditions in the principal

market (Hill, 2001).

Studies done on economic diversification shows that most organizations suffer from weak
institutions, lack of coordination between policymaking and policy implementation, small
and ineffective private sectors, lack of innovation and limited investment in Research and
Design, poorly skilled national workforces incapable of meeting the demands of the private
sector, inefficient legal and regulatory systems, and lack of accountability and

transparency. Similar challenges can also be borrowed in a Kenyan perspective.

2.6 Summary of Empirical Studies and Knowledge Gaps
Diversification strategy is influenced by several factors in every organization .However
some general common factors includes: Availability of resources, finance and workforce

availability, dynamic capabilities of the organization, knowledge searching, cultural
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diversity and market or industry attractiveness (Githira, 2008). Diversification can also be
adopted as a risk reduction strategy, as an escape route when an organization is facing low
profitability and as a way to respond to the environmental changes (Rumelt, 1986).
Satisfaction of a major stakeholder expectations also influence diversification, and also
government and regulatory policies are some of the factors that influences diversification

strategy (Musila, 2009).

Every strategy that an organization undertakes consequently faces challenges, the
management of these challenges determines the success of the strategy or its failure.
Diversification as a strategy is faced by many challenges which are: poor implementation,
evaluation and control (Okumus, 2003), poor inter-linking of the strategy with organization
structure (Howe, 1986), poor planning and poor coordination. Limited finance resources
also is a big challenge when it comes to diversification, lack of knowledge and skills, Lack
of accountability and also lack of support by the top management may lead to the failure
of the strategy (Melly, 2012). Another major challenge faced by organization is lack of
innovation and limited research and development in the organization. External factors also
may inhibit diversification success such as high competition, technological advancement
which changes rapidly and environmental uncertainties which can lead to poor decision

making (Githira, 2008).
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction
This chapter focused on how the research was carried out. The research design that was

used, the respondents, the methods used in collecting the data and how it was analyzed.

3.2 Research Design

The research employed a case study approach since it enables a detailed observations of
one situation or one unit of study. The case study research method is defined as an empirical
inquiry that investigates a contemporary phenomenon within its real-life context; when the
boundaries between the context and phenomenon are not clearly evident; and in which

multiple evidence sources are use (Yin, 1984).

The author argues that a case study is a unique way of observing any natural phenomenon
that exists in a set of data. By unique it is meant that only a very small geographical area
or number of subjects of interest are examined in detail. Unlike quantitative analysis which
observes patterns in data at the macro level on the basis of the frequency of occurrence of

the phenomena being observed, case studies observe the data at the micro level (Yin, 1984).

3.3 Data Collection
The study focused on finding out in depth the concept of diversification, detailed
information was sought and therefore, primary data was collected by way of personal

interviews, guided with the pre-prepared interview guide consisting of open- ended
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questions. Secondary data from DCK website, policy guidelines, brochures, published

church magazines and other relevant sources were also used as a means of data collection.

Since diversification is a corporate strategy, the respondents were be drawn from the senior
management team of the DCK since they are involved in crafting of organizational strategy
and so they are deemed to have a clear understanding of the matters that concerns
diversification. The interviews were done selectively on five senior board members across
different strategic business units in the organization who included the CEO who is the
bishop.

3.4 Data Analysis

After data collection, the data was edited to ensure completeness, accuracy and
consistency. For the purpose of detailed analysis, content analysis was used to analyze the
data. Content analysis has been described as a research technique for the objective,
systematic, and quantitative description of the manifest content of a communication
(Cooper & Schindler, 2006). Qualitative content analysis entails deeper examination of
language that classify large text data into different categories without changing its meaning

(Weber, 1990).

Research using qualitative content analysis focuses on the characteristics of language as
communication with attention to the content or contextual meaning of the text. Text data
might be in verbal, print, or electronic form and might have been obtained from narrative
responses, open-ended survey questions, interviews, focus groups, observations, or print

media such as articles, books, or manuals (Kondracki &Wellman, 2002).
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CHAPTER FOUR

RESEARCH FINDINGS AND DISCUSSIONS

4.1 Introduction

The study was guided by structured interview guide which provided an in depth inquiry
into the matters of diversification. The factors that influenced adoption of diversification
strategy, the benefits that have been achieved as a result of adopting diversification,

evaluation of the strategy and the key challenges facing diversification strategy at DCK.

4.2 The nature of DCK diversification Strategy

The respondents described diversification strategy at DCK as a related diversification.
Being a church organization, the main reason of diversifying was to satisfy the community
needs. The organization adopts different structures that enables these strategic units to run
independently under different management. This is important because the services offered
are dynamic in nature, the environment affect them differently therefore requiring dynamic

management.

The organization has diversified into an academy primary school wholly owned by the
church by the name of Cornerstone Academy, a retreat centre by the name of Ukombozi
Retreat and Conference Centre which is managed by DCK as a shareholder and sale of land
at Ruiru Kenya registered as Ukombozi Holdings Limited. These sub-organizations
objectively work to ensure education welfare, training, seminars facilitation, hospitality

and the improved standard of living to the society at large.

24



4.2.1 Cornerstone Academy

This school was initially founded in 1991 as part of the ministry of Deliverance Church
Kasarani which started with only a nursery class. The school has since grown to over seven
hundred pupils ranging from baby class to class eight. The school is based on the doctrine
that identifies knowledge as power .The school also possess a strong belief that when they
empower the child ,then these children will be able to face life challenges that comes along
through their motto “knowledge founded on Christ”. The school has grown to the extent of
being ranked among the top fifty best primary schools in the country in a duration of twelve

years.

Cornerstone Academy’s success can be attributed to engagement of highly qualified
teaching staff and hardworking non-teaching staff, who work as a team to provide a
conducive environment required for successful learning. Good discipline and moral values
under Christian values have also played a key role in its success. The school’s vision is to
be best institution of pre-secondary education in Kenya and its mission is to provide a
conducive environment for quality learning, discipline, moral conscience and firm spiritual
foundation. It operates under the curriculum of 8.4.4 system. The school is headed by a
headmistress who is assisted by the deputy head teacher. It also has a school board who

meet frequently to check on its performance and give recommendations.

4.2.2 Ukombozi Retreat and Conference Centre (URCC)

URCC is located in a Christian quiet country side serene environment at Ndarugu. It is

termed as a beautiful and peaceful place with good settings for meetings. The facility is
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ideal for retreats, conferences, day seminars, leadership workshops, staff training,
employee team building, family day out, honey moon at ones pleasure or even a relaxing
vacation at affordable and competitive prices. It is guided by its mission which is “To
provide quality conference, hospitality, recreational and leisure facilities in a Christian
environment” and its vision which is to enhance stewardship and integrity as a centre of

excellence and quality leisure.

URCC was started by Deliverance Church fraternity as a need by the church for a place to
hold meetings and also work as a training ground for its members and staffs. However, the
centre has grown to facilitate its services even to other non- member customers from other
churches, groups and individuals. It has a hall capacity which can hold up to two hundred
and fifty persons and a bed capacity of one hundred and ten which are customized either
single, double or for group sharing. Through actively embracing its core values of integrity,
professionalism, stewardship and excellence, URCC has been able to host many actives for
the church, held many conventions meetings, training and seminars, different functions
such as weddings and receptions, corporate business meetings, individual’s fete and also
actively coordinate these functions as per customer’s request therefore making it an ideal
place for these. URCC is headed by a manager and it also operates under the guidance of

its board members.

4.2.3 Ukombozi Holdings Limited

Around 1990s Deliverance Church fraternity came up with an idea of ensuring its members

economic stability. This resulted to a formation of a Sacco by the name Ukombozi Sacco
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which would enable savings and lending to the individuals and member churches. Around
2009, Ukombozi Holdings Limited was registered as a limited company, a legal separate
entity from the church, this would enable the church to invest separately. The members
were in need of a secured way of owning land and the church had to come up with ideas of
how to assist its members. It is from these that opportunities arose of acquiring large scale

pieces of land sub-dividing them and selling them to individuals at competitive prices.

The church has been able to acquire pieces of land at Nakuru and Kajiado. As a result of
its high integrity, DCK was able to acquire vast land at Ruiru. The church members have
benefited from this through purchase in small scale which is in the process of development
as a residential estate which will form a permanent resident of around seven hundred
households. Another opportunity arose as phase Il which is an ongoing sale open to all.
The real estate strategy has not only helped the members but also the church because the
proceeds have been used to support the church financially and created expansion

opportunities for DCK in the near future.

The senior management of Ukombozi holdings limited include the senior Bishops of
Deliverance Church fraternity. The operations management is separated such that DCK are
given the responsibility of management of Ruiru project phase I and I1. From this, a steering
committee is selected from the members who actively work to ensure development
programs are put in place. The external stakeholders of Ukombozi holdings include the

company’s lawyer, the external auditors and the brokers.
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4.3 Factors Influencing Adoption of Diversification Strategy in DCK

The respondents indicated that the main factor that influenced diversification strategy at
DCK was a result of the need for growth. A church is a community organization and its
mandates is to better the welfare of its members and impact its environment positively. As
the church grew there was a need for taking care of children’s education in the community.
The church was able to mobilize its resources and form a nursery school which later grew
up to a primary academy by the name Cornerstone academy. Apart from the need for
growth of the church, diversification was also adopted in order to fulfill the expectations
of powerful stakeholders in this case the church members. In order to successfully minister
and retain the congregation, the church has to progressively identify the needs of its
members and work to satisfy them. The formation of the school through church resource

mobilization was also influenced by these members’ expectations from the church.

In order to fulfill the aspect of learning for the organization, which would work to uplift
the status quo of the organization, URCC was formed with an initial objective of offering
trainings and seminars to the members which would work for the best of the church since
it would be able to raise good leaders and enhance competence in its operations. The center
have since been used for seminars and trainings which are aligned to the church objective
of equipping members with knowledge and a clear understanding of the ministry . These
programs have been extended even to other churches who can be termed as royal

customers.
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In the recent past in Kenya, there has been a tremendous growth in real estate industry.
This as a result of its market attractiveness since one of the valuable asset that never
depreciate is land. One of the problem facing the potential buyers is issue of unclean deals
by the sellers. This has necessitated the formation of different groups of individuals
forming Sacco’s with the main aim of exploring the real estate market. These includes;
Gakuyo Real Estate and Optiven Kenya and Urithi Sacco. It is for the same reason of
safeguarding the interest of members and ensuring their economic growth that Ukombozi
Holdings Ltd was formed which has actively participated in land acquisition in large scales,

sub-diving it and selling it to the members for individual development and self-upgrading.

The respondents also indicated that Ukombozi holdings Itd have been able to improve the
financial position of the church. Initially it was very difficult for the church to obtain
financing by the banks. This is because it is not a limited company and no assets could be
used as security by the banks. However the formation of Ukombozi holdings limited has
made it possible. The church can be able to own land through it and in times of financial
need use it as security and access financing through the banks. This has contributed to the
growth of DCK as a church organization which has enabled it to facilitate a VCT and
counselling center, actively participate in community development and give in kind even

in time of country disaster.
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4.4 Benefits of Diversification Strategy Adoption by DCK

The respondents indicated that there are remarkable benefits that have been achieved as a
result of DCK adopting diversification strategy. These benefits have been experienced by
the organization itself and all its other stakeholders’. To begin with, DCK has experienced
overall growth as an organization as a result of diversification. The membership of the
church has grown as a result parents who bring their children to Cornerstone Academy.
Because of the excellent services they receive at the academy, they become members of
the church. The church has therefore been able to reach out to the needs of many in the
community as one of the leading Pentecostal churches in the locality. This has

consequently led to the planting of other Deliverance churches as a result of this growth.

DCK has also been able to benefit economically as a result of its diversification. For
example the school premises belong to the church and so they receive rental income from
the school on a monthly base. The school has also actively participated in supporting
different church activities. Also at the end of each financial year the school gives it
contribution to the church. In times of financial instability different strategic business units
are able to assist each other financially thereby minimizing the cost of borrowing which
would have been incurred if such lending was done from a financial institution. The assets
owned by different strategic business units such as building and motor vehicles are used to
serve other purposes in time of need which is always convenient and less expensive
compared to hiring facilities externally. Through diversification the risk has been spread

for example the assets such as land are registered under Ukombozi Holdings Ltd which is

30



legal separate entity and incase of any adverse events the other strategic units such as the

church, URCC and the school cannot be called upon to bear the debt .

Another benefit obtained as a result of diversification is the ability to share human
resources. Expertise is shared across all the units for example Information and technology
expertise which is so critical for any organization. DCK fraternity embrace the spirit of
team-work and so some of the offices are shared where by the staffs work together as a
team especially in accounts and finance department which is a key office in the
organization that is mandated to ensure financial accountability, also in human resource
department which ensures the welfare of the employees is catered for, the Kitchen
department, and also the subordinate staffs resources are shared by the church and the
school which are located together. This shared manpower can be seen as a good way of
cutting cost and ensuring of maximum use of available manpower resources .The
management meetings held includes all the managers from different units. This can be
termed as a good way of exchanging ideas making it possible to buy in ideas that better the
organization across all the units. The same case applies to the senior board whereby some
selected member sits across the boards bringing out cohesion and uniformity in DCK

fraternity.

The study also found that DCK has also benefited in relation to customers through adoption
of diversification strategy. The main objective of starting the strategic units was to meet

the need of potential customers. Customer satisfaction has been able to be achieved which
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is a very important business element in any given environment. Through good school
performance the parents are guaranteed of good performance of their children. Ukombozi
holdings’ customers feel satisfied that their land investment is genuine and trustworthy.
Customers who have used URCC facilities are reported to have a feeling of satisfaction
and all this have created customer loyalty of some customers irrespective of high
competition experienced from other external organizations. The study found that DCK is
committed to its customers and they work to ensure customer needs are met. As a result of
customer satisfaction especially in URCC, this has brought by strong relationship with

other churches.

As organizations grow there is a need to ensure good controls and coming up with good
system and structures. The study found that through diversification, DCK has embraced
professionalism and its one of the church strategic pillar. The boards are made up of
committed professionals from different area of expertise who have great role of ensuring
that there are good internal controls. DCK’s operations are guided by annual budget which
work to ensure that there is maximum cost saving. The communication process enable the
employees to interact directly with their supervisors and to some extent the line of
command is clear. The employees are also evaluated through self-evaluation which enable
them to improve on their performance. The study also found that DCK is working on
starting a procurement system which will ensure that the organization will be able to

purchase its stocks at the most competitive prices and from reliable sources.
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One of the major challenge facing Kenya as a country is the issue of unemployment.
Through diversification at DCK, job opportunities have been created. The school has
continuously employed qualified teachers who are a key resource for the school. The cooks,
the chefs, accountants, drivers, counsellors, pastors, administrators, IT personnel, and
Media assistants. All these have been employed by the organization leading to a total
number of over eighty full time staffs. Casual workers are also hired by the organization
when the need arises. The organization have also opened doors for students who come for
internship, teaching them the necessary skills needed in their careers thereby placing them
in Dbetter position in the job market. It clear that through diversification employment

opportunities have been created at DCK.

Musila (2009) did a study on Anglican Church of Kenya where she studied the aspect of
diversification as a strategy embraced by the church. .She found that as a result of
diversification, the church had reported substantial growth, profitability and risk reduction.
Hastings (2002), argues that in order to maintain church’s sustainability, the church need
not only to be concerned about the numbers of the congregation but also to focus more on
the aspect of people and making them feel part of it and ensure better leadership which will
also focus on the entrepreneurial aspect by the organization. DCK adopted strategies were
found to have focused on satisfying its member’s needs, this has led the organization to
diversify into other activities which are income generating which have brought about
significant growth of the organization. Pearce and Robinson (2006), also states that there
are grand strategies, which are mainly referred to as ‘master or business strategies’ that
provide basic direction for strategic actions. They continue to say that there are fifteen
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principal grand strategies that an organization can take in which one of them is

diversification strategy which have been adopted by DCK.

Obwoge (2006), surveyed the strategic management practices of Christian Churches in
Kenya made the observation that the church was making a good effort to embrace strategic
management practices. She also noted that older and more established churches showed a
greater appreciation of strategic management. This can currently be supported by DCK
which was found to have a clear understanding in the issue of strategic management since
it was found to have a committee purposely for strategic planning (SPSC). DCK was
reported to have benefited from diversification strategy like Anglican Church of Kenya as
per Musila’s findings and even much more. This study can therefore conclude that
diversification is one of the major beneficial strategy that the Kenyan Christian FBO can

undertake.

Stern and Stalk (1998) have explained that to achieve successful diversification,
appropriate strategies must be selected and relevant tools and techniques applied to
successfully manage the diversified portfolio. Unlike the past years, churches today DCK
being an example have embraced professionalism as part of their work practice to achieve
competitive advantage and in response to the changing operating environment. The
strategic position of a firm is therefore concerned with the strategy impact to the external

environment from which it operates, the organization’s capability which entails the
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resources and competences, finally with the stakeholders’ expectation and influence

(Johnson, Scholes & Whittington, 2005).).

4.5 Challenges Facing Diversification Strategy Adoption in DCK

The respondents indicated that even though there are benefits achieved by DCK as a result
of adopting diversification strategy, there have also been key challenges that have been
experienced. The first key challenge was found to be financial challenge. Some of the grand
programs the organization has been planning to undertake as part of its growth have been
delayed or have not been able to be started since the finance resource has been a challenge.
The organization have been forced to squeeze their budget to fit the limited financial
resources they have in place. The high cost of borrowing from financial institutions was
reported also to be a challenge. The financial performance of some strategic business unit
such as URCC have not been profitable as per the expectation which consequently result

to some strains from the other units which have to sustain it at a times.

Management of strategic change is one of the hardest thing organizations face. This is
because in nature people will always resist change. Some of the measures put across with
the aim of organization’s improvement have not been embraced fully by all concerned
parties since some may feel that things would be better if things were done differently. For
example there has been some resistant towards financial savings .However coming up with
ideas that would fit everyone’s view may not been possible. Separation of these strategic
business units from the church has not been easy from the mindset of some members. This

is because they may have felt that they ought to be considered more preferably since they
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are church institutions. For example, the measures undertaken to collect school fees by
school have not been one hundred percent effective. This have negatively affected the
financial position of the school with substantive bad debts being reported at the end of each

financial year.

At URCC the same challenge was reported, the willingness of the customer to pay lower
prices than expected and failure to honour full debt in good time have resulted to
unfavorable financial performance. Ukombozi holdings was reported to have a related
challenge as Ruiru project. The customers have not managed to honor their debts according
to the stipulated time as per the agreement. The slow liquid cash movement have
unfavorably affected its financial liquidity and also a prolonged acquisition processes by
the members which could have been eliminated if the legal agreement was honoured. The
respondents further concurred that URCC was also facing another major challenge of poor

marketing what has resulted to its under-performance.

The study also found that there was a challenge of physical facilities in the organization.
The limited space where the church and the school are located do not allow for expansion.
The playing ground which is an important item to the school children was found to be a
major challenge. This have forced the school to go an extra mile of hiring these facilities
externally since a playing ground and a swimming pool cannot be accommodated in the
current location. This of course come with an extra cost which would have been minimized.

It was reported also due to limited physical facility the school is not currently in a position
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to convert into a boarding school .This come up with another challenge of pupils transfer
to building schools especially from the upper classes. However the respondents indicated

that the plans are under way for boarding facility at Ruiru in the near future.

An organization operates within a dynamic environment, different organizations tries to
compete for limited resources at a given environment from which they operates. DCK
diversification strategy was reported to be faced by this challenge of high competition. The
Cornerstone Academy is faced with by competitors in the surrounding of which some of
them have boarding facilities such as Ruaraka Academy, St.Marys Academy, Marion
school and Thika Road Christian Academy to mention but a few. URCC is faced with
competition from some major competitors who have been in operation for a longer time
such as Bible Translation Literacy Christian International Conference Centre, Mariapolis
Guest House, Thayu Guest House and Conference Centre and Shunem Guest House.
Ukombozi Holdings limited also faces competition from real estate companies such as

Gakuyo Real Estate, Optiven Kenya and Urithi Sacco.

It was found by the researcher that the organization is committed in recruiting qualified
personnel fit for the job. However as the employees stay and get used to the organization.
This brings about the challenge of familiarization which negatively affect their
productivity. The respondent felt that some duties and responsibilities are not done to the
maximum. Another challenge that came up is the ability of retaining the best talent in

house. Some leaders who play critical role in the growth of DCK usually come and leave.
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The school also faces the same challenges of turnover. Some of the best teachers leave the
organization for greener pastures and others are poached by other schools such
international schools like Braeburn schools, Juja preparatory and Brook house schools. The
respondents felt that if the organization was able to retain such important people then

overall growth of DCK could have been better.

In matters of internal control measures the respondents indicated that even though the
organization have policy guidelines, to some extent some of them were unclear and
unsupported especially in matters of the growth of the church for example the planting of
new churches. Some policies in place also are outdated and this may require some review.
The element of budget control also was found to be wanting, some activities undertaken
yearly are not within the annual budget. Also the budget preparation faced a major
challenge in that it was found not be aligned to the strategic activities. In matters of
monitoring and evaluation the respondents differed in that some felt that it is well done
while some felt something more need to be done especially when it come to the area of
reports submission from various departments. Also some respondents felt that the strategic

plans are not well implemented as per the expectation.

The findings of this study were found to be in agreement with the findings of Musila,
(2009) who observed that one of the key challenge that was reported in Anglican Church
of Kenya diversification strategy was the issue of finance challenge. The study also found

that some of DCK’s units were not performing well since some of the techniques and tools
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of managing these strategies were missing as explained by Stern and Stalk. Strategy
evaluation and control in this study was found to be in need of improvements . This goes
along with a study done by Kenas on strategy implementation and control in churches in
Nairobi where he found that most of these strategies were very poorly implemented.
Evaluation and control of the selected strategies was not carried out at all in some churches
while in the churches where it was carried out, most of the times it was not adequately done

(Kenas, 2012).

Kung’u (2007) also researched on the challenges of implementing strategy in main stream
churches in Kenya and her main finding was that the greatest challenge of strategy
implementation in mainstream churches in Kenya was in the culture that was unsupportive
of strategy implementation. The church can be reported to have made some improvements
on this as portrayed by DCK a Pentecostal church whose culture seem to differ with the
study previously done by Kung’u. Kiiru, (2010) observed that so as to sustain charitable
organizations such as churches, there was a need to ensure resources mobilization since it
was observed that despite the fast growth of the church, it was still found to be straining.
As per Kiiru study it means that the church has another milestone to go by involving itself

into more income generating activities in order to ensure its sustainability.

4.6 Diversification Strategy Evaluation and its Future Perspective at DCK

The study sought to find out if adoption of diversification strategy has been successful or

not and what was the future perspective of DCK diversification strategy. The respondents
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concurred that diversification strategy at DCK can be termed as having been successful.
This is because the main objective of diversification was for the purpose of growth and
ensuring that the needs of the members and the community at large are met. DCK was

found to have been able to achieve that main objective.

It was also indicated that this growth is expected more in the future. DCK have plans to
start a boarding school and a senior school which is a major need in the community. The
organization is also looking forward to start a hospital facility at Ruiru where land is
already in place for that. DCK being a church organization is looking forward to plant other
churches which can then borrow the same ideas or do it differently and this will ensure the

overall growth of Deliverance Church fraternity as a whole.
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CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.1 Introduction
This chapter discusses the summary of the research findings, the researcher conclusion
and the recommendations, it also highlights the limitation of the study and also give a

suggestion for further study.

5.2 Summary of the Findings

The study was guided by two objectives which were to find out the importance of
diversification strategy and to ascertain challenges facing diversification strategy by
Christian FBOs in Kenya. A Case study of Deliverance Church Kasarani was used in this

research and the summary of the findings are as discussed below.

5.2.1 Importance of Diversification Strategy by DCK

Adoption of diversification strategy was found to of importance in that it has facilitated the
overall growth of the organization which goes along with the church mission of making
Christ Jesus known to all and as directed by its five strategic pillars of Soul- winning,
Systems and Structures, People, Finances and compassion . Through diversification, the
needs and expectations of stakeholders have been met leading to customer satisfaction
which in return have progressed into the benefit of customer loyalty. As a result of
diversification mobilization of resources have been made possible through investments.
Cost saving as a result of shared manpower skills and internal financial assistant amongst
the strategic business units have also been made possible. Risk reduction have also been
factored in through diversification.
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Employment creation have also been made possible with more jobs upcoming as the church
diversify into other activities. This has contributed to economic stability of members which
is also enhanced through acquisition of genuine land for individual development.
Diversification has also been of great importance in that it has enhanced strong relationship
of the church with other churches and the community at large. Professionalism have been
adopted by the church which have enabled it to run its operations in a more professional
way. Lastly diversification have played a key role in ensuring DCK financial stability and
also given the organization a competitive advantage within its environment of operation

which is a critical iSsue in organization’s sustainability.

5.2.2 Challenges Facing Diversification Strategy by DCK

The findings of the study identified some key challenges which are facing diversification
at DCK. Financial challenge was found to override all the other challenges faced by the
organization. The operation space which is limited also was found to be another challenge.
High competition from organizations in the same industry was displayed as a threat to the
organization. Resistant to change by some people, turnover of some employees especially
the teachers were found to negatively affect the organization. Over familiarization by the
employee was reported to result to underperformance since duties and responsibilities are
not done to the maximum. The study also found that marketing of the services offered by
the organization was not well done resulting to underperformance of some units especially

the URCC.
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Some of the policies were reported to be wanting and in need of review, also lack of
adherence to the organization’s policy and guidelines was found to be a challenge. In order
for the organization to perform well, there is always a need for them to align their activities
strategically such that there is a clear direction of what activities to undertake immediately
and what to undertake in the future. The study found that the budget preparation faced a
challenge in that it was not aligned to some key strategic activities and finally monitoring

and evaluation process was also reported to be wanting.

5.3 Conclusions

The study concluded that diversification is good strategy characterized by many benefits
irrespective of the challenges. Even though mostly diversification has been adopted by
profit making organizations as a way of spreading risk through diversifying into different
portfolios, the study concludes that not for profit organizations can also benefit from
diversification .Deliverance Church Kasarani is a medium sized not for profit organization
which have successfully implemented diversification. This again shows that not large
organizations who diversify, even small and medium sized can adopt diversification as a

strategy they can benefit from.

It’s very important for an organization to strategize and set clear goals to be achieved. This
will ensure that all activities it undertake are aligned to its goals. Continued evaluation of
the strategy is also very important since it acts as a measurement tool towards the progress
of the organization. This will go in hand in coming up with other minor strategies that will
progressively give solutions towards the challenges faced in order to ensure organization’s

success. This is because the environment from which the organization operates from is
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dynamic in nature and its keeps on changing therefore the need to evaluate and make the

right strategic decisions proactively.

5.4 Recommendations for Policy and Practices

The study recommends attention to the following areas: marketing to create awareness in
a more broad way to make diversification more successful. This can be done by use of
marketing tools such as personal selling, sales promotion, direct marketing, and by the use
of internet marketing. Organizations can be able to compare themselves horizontally with
their competitors to find out how differently they do their things making them to be better

performing. The study therefore recommends benchmarking to be frequently done.

Even though the organization was found to embrace professionalism as one of its strategic
pillars, this has not been fully achieved, the study therefore recommends that
professionalism be embraced in the way all activities are run in the organization. The
organization was found to be well informed with matters of strategic management, this is
through the formation of a strategic planning steering committee. However, this study
recommends that strategic planning need more improvement and good measures need to

be put in place to allow successful implementation of these strategies.

In matters of human resource, the study recommends that the organization may need to
focus on ways to ensure employee retention. This can be made possible for example
through proper motivation, recognition and employee development which can be done

through trainings. This will result to more informed and more satisfied employees and
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consequently better performance. Also the system and structure of the organization need
to ensure that the line of command is clear where by one employee report to one boss, this
will ensure a smooth learning of the organization. The study would also recommend a more

integrated system to be put in place.

In order to overcome financial challenges, the study recommends the enforcement of cost
cutting measures, proper planning, ensuring the use of the budget as a control in all
activities being undertaken and having a long-lasting procurement department. A review
of organization policies need to be done to ensure that they are up to date. The study also
recommends coming up with more income generating activities which will improve the
financial position. The debt collection process need improvements in order to minimize the

bad debts written off.

In URCC the study found that the retreat center was performing poorly, this study would
therefore recommend a detailed strategic analysis of this unit. This is important because it
will ensure that resource allocation and utilization will not violate the criterion of
attractiveness. If such strategies such as marketing and cost leadership strategies will not
work for the center then the study will recommend either divestment or delinking the retreat
center from the church organization where by a partnership or a strategic alliance with a

better performing organization in the same industry to be considered in the future.
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Through the study there was a feeling from the respondents that the church may be able to
do better if it would be able to identify itself more with the needs of the members so that it
could serve them better. This can be done by planning frequent forums with the members
and coming up with new ways of supporting their vision. Also more evaluation need to be
done which will help to identify the gaps in the ministry which may have not been put in

place.

Finally, the study recommends the proposed future projects to be undertaken. The building
of a boarding school and a senior school facility is a major necessity for the organization.
Also the construction of a hospital will go along with its strategic pillar of compassion.
This is seen as a great milestone that the organization will have achieved in service to the

community and a way of achieving its mission of making Christ know to all.

5.5 Limitations of the Study

The study was designed as a case study and so it was limited to an in-depth analysis of only
one organization amongst many other Christian FBOs. Even though a clear understanding
of diversification strategy was brought up, a study of many other related organization in
the industry would have been more advantageous. The study also focused on one aspect of
diversification where else there are also other critical areas that entails overall strategic

management in these organizations.

The study was also conducted in a time when some of the strategic units such us Ukombozi

Holdings Ruiru Project phase | and Il are in their initial stages. More relevant data would
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be available if these projects were completed. The researcher feels that there will be a need

to do another comprehensive study once these major projects will have matured.

5.6 Suggestion for Further Study

This study focused only on one church organization, a research study complex in nature by
involving many other Christian FBOs in the area of diversification is recommended. The
researcher would also recommend a study focusing on other aspects of management in
these organizations. This study can be further replicated by non-Christian FBOs and other
non-governmental organizations and finally the researcher would recommend a further
study of Para church organizations in the area of strategic management which has not been

well researched in Kenya.
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APPENDIX 1

INTERVIEW GUIDE

Please feel free to participate on this interview which is meant for academic purposes only.

The information you will provide will be treated with total confidentiality.
PART A: INDIVIDUAL PROFILE

1. Current POSTHION. ...utt ettt et e et e e e eeeaaaas

2. Current department (where applicable)

PART B: DIVERSIFICATION STRATEGY AT DCK

4. Discuss diversification as a current strategy adopted by DCK.

5. What are the factors influencing adoption of diversification strategy in DCK?

6. Please explain the benefits experienced as a result of diversification strategy
adoption in DCK.

7. Which are the challenges facing diversification as a strategy adopted by DCK?

8. To your understanding, would you say that implementation of diversification
strategy at DCK has been a success or not? Please explain.

9. Please explain if there are other business units that DCK is considering to undertake
in the future.

10. What are your recommendations and suggestions in relation to how diversification

strategy at DCK could be improved?






