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1c study s ughtt In\ ligate th tralcgac r p ns h , the maj r ott contpC!IIi 111 

Ken ·at the threat fncw cnltants tnt th tndu h . It\ as hascd n the riYc it 

companie \\hich tarted their opcrati n he[l rc lhc mat e wa liberaliz d t all \ n w 

com petit rs. The o ~ccti\ cs ofth tudy were firstly 

th. t th maj r nil mpanies have usetlt c unlet th threat fne\ entrant inl th 

indu try. c ndl , to i ntify the future challenge p 1 e by the new enlraJJt a11d th 

likely strat gt b} the major it c mpanics. 1 h tudy v CIS bascu n primary 

data \\hidt \: as collccteclusang a questionnaire u ing pctsonal intervi \ s as the rn de f 

cotlccti II . 'I he uata btaincd fr Ill the five maj r il companies wa then analytcd anu 

llttctpret cl using tics tiptivc tataslic primaaily Pr 1 tli 11 , Pctcentages aHu the Mean. 

'I he fimlirtgs of thi stud r cal a number f slratcgi rcsp nscs used t c unlet the 

threat of llC\ ·ntranls into the en au i I muuslt y. In rc pondtng t the chang s, the 

maj r il mpanic usc I a c mbinati n r generi strategic in luding l leader hip, 

tltffcrcntintion, market fo us, segmcntati n, pcnetrati n and d cl pmenl of llC\ 

markets. V a I tal li . hcd that maj ril~ r the maj r c mpanies in resp nuing t the 

threat fn \ entry chau,cd paotluct anti CI'Vtcc ffercd, the markets g111ent served ami 

It au also · ffc ted a ·It ngc in t hn I gy. 

In icw the rinuing . a fl w b ct'. lion have cen maue. rirstly, companies in an 

i11dustry ' here th 1 c is a thr cat f ne' ·nt _ need to proacti ely anticipate an 

slratcgrcull. respond t the changing crwir nmenl cc ntll , there arcanum er of 

sltatcgr ptaons a •ail I le fi>r omp. nie int ndmg tore nd in the face f ne\ and 

grO\ ing c rupet i I it 11. 
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II I'T ~ 

I. I ackgr untl 

Kenya' il indu I ha under nc nstd rable chang s in c the Jihcrali lit n pr l s 

b au Wtth • nunb r o lie nsc having been grant d t intcmlcd llC\ ·ntrants t the 

ma k l, ( h k . I <)t 6; In II lUI Econ mic AfTair • 2fl I) C'umpctilion h int n ifi ·d 

.111 the 1ulc 1( the gam ha,·c til asti all_ char gc I. 

1 he oll industt pia s i •nificant r lc in th ec 11 my of any t untry sm e p trol Lllll 

rucl I a lltaj )f s lll ·e r encr g.'· ll is lften des rib d as the \\he I that 111 ·s lh II li 11. 

In Kenya, th • im.Ju ..,l ty acct unl ~ r \!er 20% f the 

In terms ul ( n umpt1 11. the ll<HI port e l 

l ( o nuncnt r K 11 a. 2000). 

n umcr of petrol l llll 

p10du l alappt ·imatcl · (,c per cen t fthc I tal,. lumc. foil -.·ed b 111 nufactur ing 

p ·r <.:nl . Cllllllll I i:tl ' tahlishrnc11l II p 'I cnl), h liS h ld use n> per cent. mauc lll f 

hquc.:fied pcttok 1111 gas lor co 1klll '· and Kcr ne fi r lighting ami c kin r) , ml 

ag1 icuhu1 { 1 1 n:nl . ( ik • I 99 ) 

l.l.l U:lck~touud ofth \HHitJ oil indu try 

·rhc hi h ry the il indu try can he tra cd t Pc1msyhania 111ted States f meri a 

'' ith the c WI lishmcnt of th • tand r I il mpany by J hn D. R ckfcllcr in 187 

\\ ho c k I n l$i 11 c;s \ ·a the I c linin , eli tribut i 11 ami lransp rtali 11 r oi I through Ul 

\mcrica < \ t.:r the em , the company c p. ndcd its pcrali ns n a c ntincntal ~ ale. In 



• dcliti n. it < wnctl man ub idiary cmnpauie ' hh:h p rt d il '·Hid-wide. he 

c mpan \\a . h ' c-.: cr broken up through anti-tn•sl kgi Inti n in 191 1 r; r acting as a 

In rc traint r trade. 1 he c mp 11 • di ' stilurc r. til all its u idiat i 

result din th emcP n c fthirty-cigh mallcr mp.uuc (, mp ou. l97fi) 

h il indu try thcr an r came to b c.lomin tcu by the multinational 

c rporati n . F r cr si t • year , it wa under the dir ct c ntr I th ompa111e 

11 ·d <1 • the C\ cu • i t rs" ll the intcrn·ti nat m~j rhc wer : F 11 ( • sso ), 

ulfntl. Tc aco. hil. ( he\1 II, British Petrol lllll BP .ml Shell lluc r \ hich 

(E. x 11, t>.lohil and 'h 1 11) "ere direct o 

Ill) II, JIJ7(1) . 

Is o R ck[!·llcr's landaHJ il l1ust 

At the h ·i 1 hl f their u mmanc ver the \J orltl ma1ket, the lntcrnali nat nu~ rs 

c ntr II d vcr ·~o of the odd's oil producti 11 . l hey, h ' e cr, fa ·cd cump titi n 

fr m th 1 men nn otl cu111pani • du ed 'the ind 1 cmlcnls.'' ·r h c included. tamlcutl 

it lndidHl Amo u). St. ntl:ml il of hi hio) Atlanli Richli h.l, 

ntin ·ntal. latathon ami •tc.l nlal. ur pe. n tate- -. ·n ·d mullin li nal i I 

c Ill rati n h, d al p nclrat ·d th 111 luslry. 'I h s included Entc azi nalc lur carl uri 

I .ilr r ltal aud mpa 111c Francai c c Pctrlcs I I I A r Fran ·c. "J hes 

c rp 1rati ns had al c. pamlcu into mall . parts of the world. engaging in rcftnmg ami 

matkctin' c p •tali 111. \ hilc al o palltcipating Ill p1 ducti n cntures d II. 197 · 

mps n. P 7 1) . 



1.1.2 llac ' J! t und t th d v lotuncnl ofth il io d u try in • n: a 

The fiast mullin. 11 n.l oil ompany is lh ught to hav larle ats pcrati n in Kenya al 

th luna f lh 20' cnt 1r . I he fir 1 1 cration by th major il mpamcs v c1 cl up 

at the P mba a from wh rc c. p nsion ' as made I the 1 1 f 'a l fnca 

c n isting K 11 ·a, · 11da and l annma. 

Ken a i n ll a pte Iucca o pclr I cum. It im1 rts petroleum chiefly fr m ·th Per ian ulf 

area, mn I < f it a ' tude tl. .. ith refined petroleum pr du t (maml • ft m the 

uiter1 ancan market) a unting as yet ~ r a small. ul nsing. share of th l t.l imp rl. 

The crude od IS refin d in the c unlt s only refinery (K 11 a Peh !cum Rcfin ri s 

imitcd at th p tl ci t f M m a a and trau p ate iu latH.l y pipeline, r ad anti rai l, 

( y tkc and ke h. JU ). 

1.1. T it tier gulalion( ) anc.llib rali. ati n in the enyan oil indu tr • 

19 1 the pr sent nwt ket pia rs in the K nyan oil industry hm.l air ady h ·n 

establish I. 1 It c in ludc; Shcllr P ; so, allex, Mobil, 1 tal and A ip. All v ·rc 

u sidiarie f rnulti-nati nal il c rp rati n . The il inuu t \ '<I at tlu tim pa1t ly 

dcrc ulatcu as th nl significant c nlr I" as the'' hit il rule'' \\hi h fo1bad the il 

ompame fr m IIHf rting refined petr leum produ ls a a me, sure to pr teet the 

com mer ial intc1c t f the lum a a based refinery. he matket Ii r r etr leum J r ducts 

'as \ery snwlllargcl_ duel Ken. a' infan yin indu. t11alt alt 11, I ' ur 11 p 1 ulali 11 

anti I ' consumer amucncc. ompctiti n [i r the small market , .. a tiff \\ilh the otl 

ompanics resorting to hcav 'advertising amJ ales 1 r motion. 

J 



of partial d r gulati n end d when the , 1mcnl inll du d pr i c nlrol 

on pclr I Ulll Jll duels in I 71. Tl e go\'cntmenl lh II putch cd sontt) ( r the refinery' 

sh re h !ding ft 111 the origin. I ' ncr , h II/ 

K ny. tr lcum R fincrie imitcd ''as [I nned Th intr tlu ti n price contr 

( 971 - 1 7 \\ part I. caused by g 'emmcnt 1 mling n 

ad\ rt1 in' by il c mpanic . It ''as It that th aviugs re ulling 10111 ·due 1 pcnd1ng 

c uld h pa. ·d lc th ·nnsumcr '" r rm f I " cr ll'l rolcurn prices. "I h shin Ill I I j y 

wu al 111 line ' ilh the prevailing ec n mi lh u 1 hl \ hi h fa c urcd in ·tea cd 

g v mmcntim lvcmntinall.c t<r ofthcec nmy( O\elnmclllofK·nya I 4). 

The s c md d regulatl 11 t ok pia e in Oct b r I 94 and ' as intended t rem v 

g cmm nl · nt1 I. lumlc1 ing the free play oflhe [I rces of lcmanc.J and supply. Thi I d 

the removal f pri e · 11lr I ami freed m fl r i I c 1111 anie t pUI has pclr I cum 

pr du ·t fr 111 lh most c mpctili e s urccs. 

vernm nl participali n rcmatncd in the fl m1 of policy fi mlUialJ nand inve tmcnt 111 

supply and 1mu k ·ting 1nfl a 11 u ·tmc ,. ned by th Kenya PrpcJinc m any. the Ken a 

Pctr lcurn R finclic Ltd .. and the ational il rp ralt n of Kenya. hilc the pubhc 

tor ha rctaine I a str ng pre nee in t rage, refinin and ulk drslribution, the pricin 

an marketing u rdin is entirely in the hand of pri ale sc tor. The 

gov rnm nt 1 em a in a provider f < 11 enabling en\ ir nment fl r the sub-se ·tor, restricting 

sl.t in\'c tm nt .nd c nt10l to tho e infrastructur where pri ate sector investment may 

he un-via le. unallracli\ c r in 1 cslmint of c mpctition. 



ke h. (I CJ9t ). I' viuc.: a fair! detailed :1mJ rc a lin anal r \ hat these 

b rs arc, hi f am ng them lh in ·c lment c st f etting up a n ' retai I outl l and 

the l nns and c ndilion fl r I · n financing the um illingnc of c ta li hed COiliJ anics 

ffcr bulk t ra 1 faclliti and lite in istcnc y the comJ ani s that new cnh ant 

imp rl an pr c ss • ertain minimum volume f crude it at 

Rcfi n 1 ic imit d (KPRL) in Ill r l be all v•etl t usc the pip line. 

E l an ion f th reta il net' 1k lo small l -. n and the rural areas ' ill continue l c 

unatlracli •e the c~tnh h hcd hi 1 upplier , ' h perale ntirel n c m111 rcml 

pnn ·ip lc n e. t nsi 11 I non-m ·ttopolitan a1ca 1 li kcl lo hapf n, if at all , ' ith the 

cnlr of I al cnttq rcncur. ( yoikc ami ke h. I 91)). 

In it's 1 ·p rt 11 the p tml um sub-scI r, The lnstilul Econ mic Affairs (2001) slate . 

that al th time lihetali ali 11 nf the pctr I um intln 11 gan intemation, I il companic 

with su > iuiaries tn cn)a Jarg ly d uninatcd the market. Be ide lh multi-noli nal 

pclr I cu ll 1 111 1 ketcr w r ' sla te c 1 p 1 Jti n " h e 111 1 k t hare \ as f: r I wer than lhal 

of the rna· r intemal1mal compa11ie . fhc multinati nal orp rati ns b e 111 nya 

contr II ·d ' ell al o"c "" r th lot I m rkcl. Th c pc ·tali n wa that li era li sati n 

' ould all '" the ent l m t c 1 layer rnt the mar ct in nJer lo intens ify c mpcliti n 

and impt vc efficit:n hi ' as l be aclueved thr ugh the re u lion f g emm nl 

influcnc • y li fling 11 icc anJ supply c ntr Is Lhereby making the industry attractive to 

crali ali n and dcrcgulalion ' as going n, the go emmcnt 

c ·pre scu the wi ll ingnes 1 egislcr 111 r foreign and I cal finns t begin market 

operali 11s. While new license \\Cre i sued. few firm actually b gan meaningful 



op rats ns. ·r he . p tali ns ' ·ere n t lui fill d because the dcr gulation did n l by 

llsclf sufficiently lifi the arrie I entry Institute o Econ mic airs 200 I). he main 

b rn rs mcludc: hca, _ capital in c tment rcqUi r mcnt , urc111g c n mics f cal , and 

bac -. ard linka s. 

he maj r in the il industry in Ken a are today aced with the pr lifca ati n f n \i 

enlranl \: h have intensified c mpetiti m. rhc in<.lu try is als fa d " ith tr ng (I rccs 

that ar unfav urable t husin s for e. ample me key play r wh have str ng 

barganung pO\\ crs such · the P wcr r (Ken a P w r i hlin 'o111pany), big 

indust rial cu tom ts, ommcr ·i•tl road Iran p rt rs and K ·r sene r sel ler arc (I r ·ing th 

maJ r il mpamc t engage in pncc \ ars lhr ugh hea y disc tmling, Nyoikc au<.l 

Okcch, I 9< . 'I his finding corr b rat well v ilh the £imlin mad b M hamed ( 1995) 

v.hil stud ing the ffc ·t c f r nditi ned and usetl imporlctl m lor vehicles in lh 

mark ling mi . or fran ·lti se and sub idiary m l r ,·chicle ornpani (; und that the 

comp titiv 11 ironment in nya has changed [I II wing the entry fne v mpelit rs. 

Nc\ ntrants tnt the il incluslr arc fast taking r 

i 11 I udc· F n en. at ion tl 'orp Hali 11 or Kenya ( 

m tit K nyan market. hey 

). Fuel , . ·If, Petr I. Trit n, 

lana, and J v 1111a Add res ing members f P lr leum Institute or ast A rrica, fl nner 

ca Minrstcr 'hn k m said th, l li ralisali n \ as n l let in l u her in-discipline 

and recklessnc in the oil mdustr . II we er. this' a c ntested ia comp lainls from the 

imJependcnt dealer th.lthcy arc hci ng unfairly ictimised, to the benefit of mullinati nal 

compalliCS n li cki. I ?IJ' ). rhc Stluati 11 racing il c mpanies in Kenya tallies \ ilh 

"ll. rr I C) (l . \\ h th ughl that • IIC\\ kim! r tur u lencc has incrt:asingl ' made itself 



ell in mnst inuu tric . Th ne • lurhulcnce came fr m unaccu l m • ml unfamili r 

our 

1.1.4 n p i of the int rpla) of th lh competiti 

h c II eli · trcngth flhc (i rcc may b painfully apparcntl alllh anta ni ls; but 

t c pc \: ·ith them, to h llcr unc.Jcrswmlthc inlcfl lay of the fi r c pertinent i11 an mtluslr , 

the slr. te i I must delve helo' lh urface and analy c the ource of compctiti n. · r 

c. ample, \hat make the indust vulnerable to entry? (Pearce and Ro in. n, I c I). 

The llun, '01111 ctillv fl TC S UCle1111ine lhepr lila ilit ofan indll lry and S iliC f 

greatest imt lrlan · 111 stratcg fmnulati n. r r example, e en a c mpany v ilh a sir 11' 

p sili n in an industry 1111 at ·n u b p tcntial entrants' ·ill earn I -.: rclulll if it aces a 

sup ·n r 1 a I wcr- st ubstilutc p1 duct. 

I ffl I Ill )I tak · n Jl' mincn c in haping nmp titi n 111 e h indusl . 

cry mdu l1y has an unucd ing sliu ·tu1e r a set f fundamental cc n mic and 

tcchnicalc.:hala·lclist• · .that I\ srisctothcsec mtcliti efi rces. The tratcgist, 

,. anting to p iti n hi <.11 h r company t c pe e t '' ith its industry en ·ir nmcnl or lo 

inOucncc that 11\'l 11111 Ill in the c mpan ' s fa ur mu t team \ hat makes the 

cnv1r nmcntlick . fc,, character i tics arc critical to the strength f each c mpctiti e 

force. ·1 h will b discuss d cl \ · 



1. 1.4.1 : uppli can exert argai ning p ' er n patti ipanls in an 

industr h raisin prtc s 1 reducing the qu lily o purcha cd g d and rvtc •. 

owcrful upplicrs.thc •by. can que zc pr lila ahl ut of an indu try una lc to rcc cr 

in it O\ n price . 'I he p wer each imp rlant sumlicr gr up c1 nd n a 

numl r ·twractcri tics fit m rkcl ituation and n the relative imp rtanc fits sale 

or purchase l the indu I ·compared '·rth it overall bu ine s. 

1.1 .. 2 

qu, lit 

Bu '' : Cush 111 ·r s like\\ isc can force do\\ n pri c dcm. nd higher 

ni<.:c. <1111 pia. cumpetit r ffagamst ca h other- all at the c pen c f 

indu try pr fit . 1\ hu cr 1 toup rs 1 \ erful if; it is c nccntratcd r purchases in large 

volume , th pr du ts tl pur hascs from the industry are standard r untli ffcaentiated, the 

products it pur ·hases ft m the imlustr [I nn a comp ncnt of its pr duct anti rcpr s nt a 

signili ·anl fiaclronofitscost,itcamsl wprofit whi hcrcat rcalinc nti ct lov ril 

pur<.:hasing c Is, the intlu tr ' pt duct rs unimp rtanl to the quality ofth · uyrrs' 

proJucts t icc . the imlu try'. pr duct docs not sa\ the buy r money, the buyers 

p c a cr dihl th1cat ol intc rating bac ' artlt make th 1ndu try's pr duct. 

to t of lh c sources f u ·e puwer can be altributeu to consumers as a gr up a well a 

to indusl ial and cotmncrcial buyers. onsumcrs tem.J t be more price scnsiti e iflhcy 

arc purcha ing products that are undifTerentiatcd. cxp nsivc rclati e l their in mcs, and 

or a s rt whet c quality is not particularly imp rtant. 

1. 1.4.3 it c n charge, 

substitute 1 r ducts r scnrce limit the J1 lcntial f .111 indu try. nics it can upgrad 



the qual it. f the pr duct or di li r ntiatc it mch \ · (. \ ia marketing th industry will 

suffer in canun and 1 

p rli rmance trade-

ibl in gr ' th. 1anife ll , the more allra ti c the pt ic -

re by uh titutc pr duct , the fin11 r th lid pia ed n the 

indu ry' pr fi potential. u strtutc not only limit pr fits in 11 m1al tim ut al 

reuuc the b nan7a an indu try can reap. u titule pr ducts that de rve th must 

attenti 11 strategically ar th that: (a) are su ~e tl trend impr th ir JH icc­

y indu lrie per nnan e trade- n·, ith the industry's pr du t r (h) arc produ 

caming hi en come rapidly int play if me de el pment 

Jtlcrea cs lllJ clitr n 111 their indu tJ ic and causes 1 rice rcuucti 11 r pcrfi rman e 

irnpr vcmcnt. 

1.1.4.4 . 

t. kc the familiar fom1 fj Kkeying fi r p iti n-using tacltcs like price mpeliti n, 

pr duel inlroducti 11, aml ad rtisin lugfests. This type fintense rivalry i related l 

mpctit rs are numer us rarer ughly equal in 

s11c and p ' cr, industry gr ' lh i slo' . precipitating fights for mark t share thai in Jve 

cxpan 1 11 mind d 111 mhcr ., the pr duct r service lacks differentiation or S\ itching 

costs whi h I ·k 111 bu ts and pr teet nc c mbatant from raids n its customer y 

an thct, fi, t1 I at lugh or the I' ucl IS perishable, creating strong templati n to cut 

prices, , pa ity n 1111. II is augmented in large increments, ex it arriers are high the 

ri als ate li vc1 ·in strategic , tigu1 and "p nalities' They ha e different ideas 

ab ul h w l 1 c 11111 te and ntinuall ·run hca - 11 rnt each ther in the process. 

9 



an indu lr mature . il g ' th rat change . r ullin in declining pt tls. 

'' entrants l an industry 11ng new apacily, the 

d'-=stre t gain market hare. and t en-sub lantial 1 cs urt: . . The riousucss f the threat 

of entry d pcnds m the harriet 1 r ·s nl ami on the rea t1 11 fr m e istin tit IS that 

the entrant can cxp ~1. I arri 1 l ntry are high ami a 11 " comer can , pc t harp 

rctaliatt n fr llll the c11l1 cnchc I ump lit r . he r she ub i usly \\ illn t pose a scri us 

th1 ·at of enter in g. I here arc si maJur mce of bm 11 ·r ntry: o cale 

ProJu t iffl r nltalwn. 'apital Rcqui1cnt nt, sl i advantages Jndcp mlcnt of IZ 

A cess t ist1 ibuti n ch nnel and 1< \emm nl P I icy. 

The incumhcnl p s su tanti· It our e t right ha ·k. 111 luding c c ss • hand 

unus db rrm tug pm cr. pr du ti · cnpa ity or I ut' ilh di tribution hanm:ls and 

cu t mcrs. rhc lltcumb •nts seem I , cut price becau c c fa d . 1re to keep mark t shares 

rhccau e findustr '"idecxcc apa ity. Wl1ile a mpan must li e" ith many f 

th e factor -I ccaw; they are built inl lh tndustry t·ou mi ·s-it may ltav' me 

latitud fl r impro ing mall 1 tlu u h .tratcgic hills. 

Muragc (20 0, in ht.:r study of the sttatcgies used by the cnya fndepend nl P tr lcum 

D alcrs A s ciahon {KIP •o ) r unu that lh" Kenyan oil industry is ery c mpctitive, 

these finding are upp rt d by ( b ka I' 96· \ amalhu 19 9}. urage, 20 also 

~ uno that profitahiht anu growth \\CIC imp rtant go, I am ng the ne-. entrants in the 

il imlu. tr . \ air a hu (2000). in his tuuy on lhe changes m de in the marketing mi 

folio \ing liber. l1 ali n in the it iudustry found lhallhctc' as unfair playing grlttncl 
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arisin' lr 111 ill •al ti\ itics n ' ntranl., such os putting up r tnfl ri r filling tali ns 

som nfwhich1 catht all lhcsact ofthepuhli .tn r as din idcn c offucl 

adullctali n ami p lrolcull\ 1 roducts meant fl r e p rt limling its wa ba k int the I 

m rkcl. Muragc (2000) Is c tabli hcd lhatl wcr pric , discount and trategi 

locati ns \ ere am n • the reas ns enticing pro pcctive customer l isit their outl I . 

Thi i likely t putm tc pre ur n the maj r it cumt anies. Kenya' it industry is at 

the cru r ad . il con1panie ar makin all mpls lu adju t to the tiC\ husines 

em tr tllliCIIl in' hich ' mpetiti n in the indu tr. is ' pc ted t inerca . Kim and 

lauhmgn (I 99), thought that c 111pcting head t h ad an be ut-tluoat. c pectally 

whcnmm k t are nat 1r gr wing slowly. \ hi h is th ituati n ·ut rcntly pertaining in 

the Ken an il indu try . 

1.2 latcmenl flhc J>r m 

Foil \ Ill the libcraltsatttll r the oil industry in Kenya. there has h en increased 

compctiti n hr ught uhout by the new entrants. Whit strategic rc pun cs t ne' entry 

has ccn d cumcntcd nyan itualton i unique due I the concern by the 

major ploy 1 that there is a lack r a lc cl playing field a the new entrants arc seen t c 

using unf< ir traJing pta ti s f r c. ampl . fuel adult ration and pulling up 

substandard 1 tailing st. lions ' ·hich do not meet the mtnimum sa ely sl ndards li r the 

concept f lhe thn:at r nc\\ entnmts ha be n cmphasi ed to this day due to 

deregulatton libetalisati n and gl bali atH n but it ha n l een invc ligated empiricall y 
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in the en_ an conte. l. ' l11c oil indu try impact 11 viltually all s ct rs fan cc n my. it 

imp rtant t c nduct a tudy t find ut the str.ttcgics the maj r il c mpanies 

arc u in l tc p nd I the threat p cd by the nc' cntr· nt as having au quate r 

ill e 1 iticalto their su tainablc participati n in the industry int the future. 

1.3 cti v of the 'tudy 

I . . I 'I invc ligate the strategic r SJ use that the maj r oil ompamcs ha e used I 

c ntnlcr the threat f nc' entrant into the indu try. 

I .. 2 r ttlcntif:v the future ·hallcngcs posed by then w entrant amlthc lik ly strat · 'ic 

1 sponsc by the maj 1 oi I c mpamcs. 

1.4 Imp rlancc of lh ludy 

1.4. I I h stud • ' til bene lit the maj< r otl c mpanics as it is expc led tc e tablish the 

d ·quacy and or capabtlity of the majors' rc ponse l th ever changing n ironment 

in the face or deregulation and libcralisali n. The findmgs arc expected lo help the 

maj< r indu~try pia ere; tdcnlt fy an slf ategic gaps in their strategic rcspou es ami 

' hich the c ultJ c. pit il i11 ordct to ·op ' ith the emerging threat of new entrants. 

I. 2 I he study will h lp ,ovcrnm nt agencies and policy makers'! dcvel p poli y 

framcw rks that lak tnt J ace unt the diYersc need of the different stakeholders in 

the il indu t • 

I. .J 1 he stml ·\\ill cnnttihutc to the isting literature in the field so that academicians 

could use it as a l a sis fo1 fmthcr research. 
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l. h u tur of the R arch rape 

The pat r h fi c ciHiplcrs-.: ho c content ar utltncd >el ~ 

Chapter ne: lnlr duction 

Thi chapter contam th h ckg10und of the il indu h y m K ny , lh lalem ul f th 

re ca ch pr blcm, th uhjc.: 11 e fth stud and the irnp rtancc flh ·tudy. 

Chapter 'J w : itcraturc Rc' icw 

Tht chapter c \Cr a' i '' ofth ·J itc.:rature onlhc cnyan il industry Five F 1 cs f 

competili n ' ilh a maj r ~ us n the threat f new entrants. 

hapter llucc: Rc a1ch Mcth u 

Th1 chap! 1 carries inftllntation 11 the 1csemch m lh d used . It c 

de tgn. p JHtlati 11 fstudy. data colic ·ti n, analy i an intcrprctati 11. 

haptcr r Ul Results () the tm.ly 

Thi chapl r ontain data amtlysi aud rcscmch fin lin 

Chapter I· i' e· i cussi n. 'u111mary and 'onclu 1011 

the re cur h 

This chaplcJ carTie lhc ynlhesis of rc ear h linui11g , ummary conclusion the 

limitations of the stud· and suggcsli n fo1 fu her rc ar h. 



II PT:~R 

2.1 Jntrm.luclion 

Tht chapl r pre cntc: a r 'ic\ me of th relevant literature publi hcd 11 th ubj t 

of study. l he r vic up ·n \\ ith th emerging compclili n ~ llowing libcr lisati n. The 

m·tin part ,f h lit~o:ttthuc lo ks at the li\c fi rces f c mp tihon in th cnyan oil 

imlu try\ ith • 11 111phast llll th' lht cal uf llC\ • nlranls me re r h h s h 11 tim n 

the df l of lit crali ;tti m, hul11o 1 cscatch fi u eel n the threat or new cnlr nts has n 

levant c. amplcs on the effect libctali all n n the com) titivc 

fi rc s' til be used 

2.2 ·1 h ·mcrg1ng c 1111 clili n [! II ' ing libcrali ali n 

lltll 1995 bsel\ ·u that 111 many indushics c mp titi n ·an h i ' etl as a p 1 • ss 

dmcn h ir11H vati 11 Ct mpctttt 11 among the il mark ling mpar11cs 111 K nya ha 

lltlLn i fic.:d Pnor In uc1 C.:I.!.III<Jiion. the gO\· •tnment s 1 lh'" 1p rat111 , mar •ins fur i I 

mar cl 1 Ertic.:tcu~: wa th rcli rc n I a prcrcqutsit ft r sur\'ival and uccc s in lhc 

indu try n r dcrcgulali 11. hmH.: er the mat kcl pia ·ct have lu set lh ·ir ' n pt fit 

111argins. J h • C Ill) ariiCS ha\'C to C mpetc II price pr du t <.JU3lrl nd cr ICC of[i red t 

cust met . (Ny ike and kcch. 199 ). ull ( 19< 9). \H tc thai when sue cssful 

cmnpanic race I ig chang s ir1 their en ironment. th y oficn fail! rcs1 nd fTc tr ely. 

In I J9 >. the fi •c ul itliar ie f i oil Iran national coq oralton ' hell/ P 'altc. , 

lobJI. gip anti 1 ntal. in de ·cend111g otdet f market h, rc \\ere l gclhcr accounting for 
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ap( ro im. tel 5 per cent lftltc matk ting and rdalling, the 1 maining I per cent g in 

tot\ local companic ·(Ken I· no K bil). 

Komh . (I< 97 in lu tudy on strategic test n c hy 1 t r ehicl f'l anchis I I old r in 

K n. a f:cing lnngcd cn-.iroruncntal conditions, fi und that for fi1m t be effi ctr e ami 

hence succ fuL they h uld adapt appr pnatcly l the change that occur in th ir 

r pccli\C environments Su h adaptations may e refencd to 

ch mlcl :mu I lofer. I 'J79) 

strategic r poll c • 

Day (I 999 • found that a firm' · oncntati n to its present and pr p live markets is 

SUhJCcl t rues lllcs. 11 n side me the cntt ipetal innucnccs that indue the 

company l( I k inward li r guidan e n dcctsi ns , n I 1 c me remote fr m cu tomers 

and unr ponsi ·to c mpctiti' e hallcngc . This influence is ac ntuatcd by a "liabiltty 

f su c • ·" -.: here good pcrr rman c leads to arrognncc. uvcrc nliucn c, and a 

tc ·hnolog 01 i ntaliun that ndonc the belief that "w know I cltcr than the mat kcl.'' 

OlllJ unding th problem. are the centrifugal effe t f the m rk I, lc ·hnology and 

com1 ctiti'c hun e that c nt111ually 1 ull the businc s out f align111ent \: ith its rnark ·ts 

an I (;J de tis advantages The interpl. y f these f rccs lead 

trigger for chanl!,c: 

(i) leu k t disrupli n that threaten th businc s m del. 

(11 '< 11linuingcros1on falignmenl with lh markctlh.t puts the firm at a 

llisadvanlagc "ith the mm kct dn' en compel it rs. 

(iti} tralcgi ncce sily 

(iv) lntolcrahle opp rlunil. c 
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h ah e cella I i desct ihcs the • ituat1 n pert ining among the maj r i I com pant ' in 

the Kcu a. I he 1 tal Ken a Annual R p tl (200 ) rep rtcd that the in rcasc of the 

participants in the il industry ami the attcnuant i sues f afely, health pr sent d a 

challcng to itH.lu I ·a ~ ,. lulc. In th retail channel. the c ntinucd price war has had an 

a cr e cffe I on margins. An a (I '>92), found that c mpanie us d tratcgy to de cl p 

compctiti\e dgc over th ir ri\'al . As c mplc. ity incrca ed compam s t t·tl 

differ ntl in I ing I d vclup and maintain their edge \Cr mpetitots. 

2.3 'I he Fi F rce· fc mpclili n 

Porter's ri e n ·e fc< lllJ etiti n an e used t gain ins1ghl int competiti · dynanu 

in an industry. It offct a ti chcr ic\ of the c mpetilion y capit.lising on the 

tnlcn·clationships r nv p \ Cl ful allll tlynami ~ rccs. The five forces tliC: p tcntial 

entry, the p 'c1 ofhuycrs. the po\ r fsupplier, substitut s, and ri airy am ng xisling 

c 1111 cti t r!>, (P rtcr, 1980: Pearce anu Robins n 19 4; 1 homp n and ll i klanll, 1987· 

and yar , t al. I >). Ao a { 1992). fi uml that ~ r th mp titi\ c tratc y m d I to be 

appli ·able I cnya. it requircu lhe inciUSI 11 of auuitional lrategic (! ICC when 

c mp. ted 1) si111ilar mod I put fon,ard in de' cl pc nunlry c ntcxls. 1 hi n w 111 del 

had the fi)ll wing forces. Cu tomcrs. uppliers. mpclJtor . l.ogt It ·s. r ' cr Play an 

•0 nmcnl. ·r he essence f ~ rmulattng competili c strat gy i relating a c mpany I il 

en ir nmenl. !though the relevant em ironment is cry roac.J. en mpas mg s ci 1 as 

well as ccun mic fl rccs, the key a pect of the firm's n i r nmcnt is the imlusll y or 

indusll ie in ' hi<.:h 11 compete . Ind ustry truclure has a sin ng influcllcC in dctcnnining 



the competit1 rules o the game as \V II a the p t nlt al lral gic availabl t the finn. 

h intensity f c mpcttliou in 11 industry i rooted in it undcrlymg ccon 1mic sttuctur 

and goes well b . nd th ha,·i ur fcurrcnt comp ht rs, (P tl r, 198 ). 

Th stale f c mpetition in an im.lu l depends n fi c c mpetiti c fi rcc as h wn tn 

fi gure elO\ ; 

argaining p ,. cr 

f suppliers 

llucat r 

uhsl1lut produ 

r services 

hreat f 

ne\ entl·. nt 

H11ahy ,\rnnn 
I t<tlng rttntS 

SIIUS llliJ II · . 

FIG RE 2-2. f Jrces m ••n lmlu tty mp titi n~ 

Barg·tining PO\ cr 

ourcc: Porter t r., 1111 cltli c tratcgy (Ncv Yotk· he Press, I 0). 

All fi e compeliti e forces j inlly determine the inl nsit f iudustry competition and 

profita llaty and the lr ngc l force r fm cs arc g ' 111ing and be me crucial ftom the 

point f ViC\ rll Slralcg [! llllUlaliOJl . tf[i rent fore S take 011 pr minence in shaping 
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mpctill n 111 each i11dustry. \\'!ttl the research ~ cu II the threat of entry f IICW 

and potential c mpetit r . w . hall bri Oy e am me h ' each of th fl r · s has innuenccd 

the IC\'C) r c mpetiti n in the oil industry in Kenya. 

2 .. I Oarga i nin~ t>on •r of upplil'r. 

upplicrs an exert h:u •:uning 1 ' r cr participant in an indu try by threatening to 

raise price r r due quality of pur hJ. cd g ds ami crviccs. I \\ rful suppliers can 

there · squee1c pr ritahility uul fan 111dustr una let t increases in its own 

pro . (P rtcr, 19 0). 

The il inuustr has nn n penH under the innucm:e uf the it Producing and 

p rting untric )PI;. ') a an intcrnati nat artcl, there h<t n t I n a substantial 

dilu tion in its PO\ cr The PI· p li ics and dccisi ns ar till th pri111c 1110 ers of the 

supply hence the prit:c<:; (l pctrliClllll .t the' rid mark ts. In particular, p . 's regular 

dcterminati n f mcnrhcr nation' quota fundam ntally inOu ·n the su ply of oil in 

the v. rid market hence prices of a harrel of il fr m it member . This i irrespective f 

the c sl f 1 r ductron. atur all ' therefore, at the p int of pr urement most i I 

purchasers v h l deal '' ith PF · ha e lrtlle argaining p ' r thr ugh ~ hich l c utllcr 

OPE de isiuns. i 11 that a majority f de cl 1 ing untries have n option ' ilh 

r gan.J to th pr curcm nl or rl. I :: ' lands t he the 111ajur fl r · in the tlctennin lion 

of the ''otld 1 ri f< il 1 the~ reseeable future (Institute of Economic Affairs 2 1). 

ln Kenya, huage (20 0) c Iaiit hell that the ne v cntr nls into the 011 industry depended 

on the major companic fm til ir SUJ pltes alth u ,h the· are fierce c mpelit r this 
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ym iotic rclati nc;hip complicate the c 1111 tit1ve p siti n [! r lh ind 1 cndents ' Ito 

were found to e I uking r "1 liahh.: .. suppliers. 

2 .. 2 Bar~ainin~ poner of hu: r. 

Buyers c mp te " ith th industry by forcing d wn price • bargaining [I 1 higher quality 

or m rc crviccs and playing mnp til rs against each other all at th xpcnse of 

industry pr fitabilit '· '1 he power~) a ·h of the industry s impotlaul buyer gr ups depend 

on number o charactcristi of it market situation and n the 1clattve imp 11ance of its 

purchase rr 111 the indust COillJ <II cd "ith liS vera II u incss. (P Iter, I 0). 

Crude oil 1 rices in the \\ rid markets d n t alway nclate p 'I fcctly ith c nsumer 

pric s in many markets. inclu ling Kenya. In many ( untri s that arc importers of 

petr leum pr ducts the 111 _1or c mponcnt in the n um r p1 i is flen the taxes 

extracted y the g vcrnm nl. (lnstitut of · nomic /\f :ms. 2 OJ). 

Regarding the I cal oil c 1111 anies ustomcrs Nyoikc and kc It, (I 99 ) in their study 

found that [I r lh la1 c c n 11111 rs with their wn ulk I rage ac1ltties had substantial 

bargain ing 1 \ cr. ho\ c r, the p11cmg structure IS arcd to taking advantage of loo,; 

investment c Is 111 the stma •c r: ilities. il mpanies 111 th ir tend r pnccs ffcr 

marginal c t 1clatcd p1il-ing \\hich aim at ach ieving high trad1ng lum sat low unit 

prices. The unit pric s c vet mall mark-up above imp rt parity and through such 

pricing principles some c mpa111c manage t make rc s nablc rctums on their assets, 

' hi le at the a me 1 imc IT cling vet y altracli' e 1 ri es t large scale consumers. Any ftxeu 

costs not rc t: tcd th11 ugh lhis p1 icing structure fl r lulk c nsumcrs ate rec ered fr 111 
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the retatl ump level c nsumcrs, \\her· there eem t \Cry little r n c mpctiti n 

( y ike and kcch, 19 1 I hL latter c ntenti n y y ike nnu Ok ch i ho\! \'et 

contesta lc given the re ·cul pr hfer, ti n f independent retail tatton ~ hi h cunently 

po e ri us c mpetiti n to the majot at retai I level. 

Abeka ll f4 und that tntlu lt y play r ' ere re ponding to customer ' d manu . Firm 

were fi uml to ha' c h c unc more innovative and sou ,ht 11 w ' · ys of appr a hing the 

changed environment. 'I hey u c J stmtc ttcs uch as imp• vcd customer ct vi , cr dit 

f; ci lily, fuel ards ami pHn i ion r ·onveniencc go us and crvi c . 

2. . Thr ac of uh litut 11rollu t 

All finn in an inuu tty ate ompcting 111 a broad sense. with indu Inc producing 

substitute pr ducts. uhstitutc limit the p tcntial retum of an imht try by pia ·ing a 

ceiling n the pti ·e litm. in lh' intlu lr can profitably ·har 'C. 'I he more allracti e the 

price per~ ttnancc altcruatl\ e offer cd h substitut s. the rrmcr the ltd c n indu try pr fits . 

ldcnlt ·in uh titutc pro uct is a 111attcr of scar hing for lht:t pr ducts that n per~ nn 

the same unction as the pt duct the indu try. 

The lnstitut f 'C IIOitliC ffam;, (20 I . in their stud fl und that Kcn)'<Jil housch Ids in 

both lhc 1 ut and urban areas pr dominantly usc fuel w and charc al t upply 

su si te11cc en r y tcquircmcnt \\ ilh lhe result that the country is getting inc easingly 

dcfore ted. 1 he usc of iqucfied Petroleum Gas in Kenya has been hindered by among 

other things th ·cost of equipment thal all ws (! r the u c of lrquericd Petroleum Gas. 

In thi asc th n. \i ·l o and hate al are the substitute pr duct [I 1 d rnesltc fuel needs. 
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1.3. lnt n it) of rhalr am ng t: i ting ump titor 

Ri air amon, c. isting c 111p •til rs takr the ari us ~ rms of jo k ying fur 1 siti n 

usmg ta lie like tnc cump lltmn, ad ertising batt! s, p1 duct intr ducllou, and 

incrca ed 'liSt Ill I SCI icc either feel the pressure r S the pp rt1111ily t improve their 

positi n. 'I h fact r that d tcrmine th intensity of comp titi e ri airy an and do 

change. A 'cry mm n c. a111pl is the change in indu try ,,. wth l r ught about by 

industry matlll ity. an in usl matUJ sits gr wth rated clmcs, rcsultin in mien ificd 

rivalry. de lrning 1 1 rits, and ( C1 n a shake- ul (P rtcr I <J~ ). 

In 19 6, e re the lrbcrali ali n ami I ccausc of the prr e c 11lrol, the pctr Jcum 

marketers oultl 11 t 111\'c:t in r tai I slati n in the 111 1 in-1 ·cc ihlc parts f the c untry 

since the ' uld n I h all ' ·d to fact r in the adthti nal c . Is into the prices. M st of 

lhe servi c and I' lu t disllihulr n p int 'ere ituatcd in th plin it al urban areas of 

Kenya. 

The direct rc ult fthc relative arcity fpr ducts none id and the ina c s i ility to 

f K 11 ' H on the ther \ as the rise the lack 111 rk t r petroleum 

products, (In titute f con mic ffair 20 I). 

y ike and k 'ch. (ICJ< 9), opine that if 11' ere p s ihlc form reI at entrepreneurs to 

enter the pctr leum rllar k ling a11d r tailing sector il ould, 11 tiC hand, counteract 

oligop lisli ha i ur b the csla lishcd corp rati ns and lead lo genuinely competitive 

price ; anu. n I he olltcr, nlr ihule su slantialty t expanding the ret· iling network into 

small I \\ llS and rural area . In lhi regard the go Cll1111Cill i rut! r go d intention ' 

pr me l111g the idea or new cntr ante; anu m king it clear that it 1 repared I i sue 
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li ens . ·rhc in c. Intent and lp •taliunal harti •~ I) entry tltat ace alii ttl th must w 11-

cntl \\ CU <IIlli well CllllnCC(l•d l'llll •pt 'lll:UL, however UIC f rmidabl 

The rc tricttvc trade pwcti ·c . UIIOpulics and Price 'onlr I 1\ct, '1\P 504 or the laws 

of Kenya, csls the go cllmlcllt \ ilh the llltllldalc tu en ·outage c mpcliti 11 in the entire 

cc nom. by ptuhthiting r • lr icti\ · It ad· prm:liccs. The Act has many enabling sections 

' hich can appl al. o in pwm )lin • ·umpctitio11 in the 1 dtolcunt uh- eel r (Ny ike a11tl 

kcch. I'J91J). ' I hl'. thou•hllhal lh • ctntcllt scctl:IIIO is nnt c pcdc<l to chan • before the 

year 20011. since il lakt•s litn · lu d · ·lopllt · tdatling inftotsltucltttc tcquitcd tu make the 

market 11101 • ·ontpcltli\ ·. \ amallttt ( I111J1J). al :m ltntlld that ntaJor rnovcs hy the c. isting 

ri al cumpantcs ami crtlt y ol IIC\ untpctituts ts a cnttL:tl factor in dclillillg the 

competitive p slwc. l>iffcrcnttati >11 was al.o noted to b · sclli11• in especially on 

lubricant ami ·ltcrni als (Wunwthu. 11)1JIJ) . 

osa ( 1992), c ncluded that the fad that ompamcs lt i e t maintain an edge ver their 

competit n; .... a an imltcatt n , the u sires f the mpani · t survl\c. A sa further 

held that as complc. ity uu.: rca d. the c companies rca ted thffcrcntly lo maintain their 

compctiti e c.lgc. 

2.3. h e Thr at of ntrant 

ew cnllant t an imJu try bring nc\ capacit , the d site to gain market share and 

oficn-sul stantial rc. ourccs. The threat f entry into an industry depend on the barriers to 

entry that ate pt cnt. coupl d ' ith the reacti n fr 111 e. isting 0111petitor lhalthe entrant 



an e pect I barriers • rc hi h then the n ' c mt:rs can c p ·t h. rp r taliation fr m 

entrenched c m1 tit01s. (Port r. 19 0 . 

Juguna ( 19 l), ~ und that th 1111111h r f n w entrants into th industry sc ·rued n tl 

be a threat l the maj rs s I< n, a there was a level pia ing fi ld . 'I he only fear i i they 

come in and d Ill· al ly. 'I his i corT h rated by the fimllngs by Waira hu 

(2 • v ho n tes that mpanic f und themsclv in an unc en 1laying round due to 

the a tivitre r llC\ entrant Ill the industry. These ne\ entrants arc nouting the 

industry's r ulcs and rc ulatinns llu ugh pr duct adulteration and c ustruction of sub­

standard filling staltun ell ( IIJ' 5) [! und that e temal intcrfcrcn c specially unfair 

treatment y g vcmmcnt ag 11 ·ic ·I the c tablished Dairy mark ling firm . 

Owiye, (I' 1 ~) 111 hr stud 011' hy Kenyan sugar firms arc f<1iling I comp cti ely 

ithin th lib raliscd lru ling en iron111cnt also foun I lh.t unf~ti r c mpctiti 11 xists as 

new entrants II ad ·u in impur ted su ar. "hich is not Ia cu. 

Writing on the uture c 111p ·till n llamel and Prahatad ( 1994) paused thcr fire, is senior 

management full akrt t the dangers p ed by nev un on ntiunalri al ? Arc potential 

threats to the current bttSIIlcss m del \ idely under t od? 'l his con h rates ~ ith the 

situati 11 pcrtainin, in tlr Kc11yan p lr leum sect r 111 "~ hich ell ironment is likely to 

bee me mor' cumpetitivl!' ith the lm ring of bani r l entry. 

Ace ruing t N oikc ami kcch. (I ~99) this i supp01lctl b the c nvcnti nal economic 

theory ' hich stipulates that an thcr ise non-e rnpeliti e market pr teet d by high 

barriers t cntl) b come, more competitive as such b 11 icrs ate I ' eted and ltC\ entrants 

jom he rnar kct But m rc important is the mpirical C\' IU nee which h \ s that with the 
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li ralisatinn of oil pt ices aut! tu 01111: extent of uppl ·• 4 IIC\: firms were lice11 cd by 

19<)7 lhc 'cmmcnt' d ·d iw1 lt addrc s the issues r fating t the !owning fharricrs 

ha encouraged nc' li1 ms \ hich • rc n w cnt ring the mark ct. 

juguna ( l9t 6). found that d r ·gulati n meant the rela at ion and elimination of 

go emmental c ntrols ,. r the Industry. Lack f nc\ ami clear policy guidelines t 

go em the industry's pc1alions in a dc•cgulated envir nmcnt, \ as ilcd as a maj r issue 

that remained unrc olv d In lh li ht f the prevailmg uncertainty, new entrants w uld 

lake advantage and pcnctr .11c the lli<H kct unfairly. /\s apt! put by 'I hcod rc ( 1999). major 

inn vati n in aut mobi le ud rmuk ling are originated by sm. lin w il ompanies that 

arc not prirnar tly p1eoc upied with produ ti n or refining. l his i the ituati n which is 

pertaining in Kenya. 

Ny ike and kcch, (1991 • fu11h r r it rate that in e. tmcnts in small-scale kcro cnc 1etail 

outlets ha' c ecn uml r taken sue c sfull y the I cal busincs ommunity with and 

" ith ut financ1. I assi lance fr m the e. isting petrolcu111 rnmkcti11 mpanies. With ne'> 

entrants it is fell mor 'ig r us competition will he reali scli ' hen the prop sed truck 

loading anns arc in tailed at Nair 1. Peters, (I 9 7), th ught that strategy is a out 

outnanking cou1pctil ts with big plays that yield a su tamable ad anlage. This 

sustai nabi lity c uld h th a idlest fi 1 ne' ntrants. 

The ne'> cnlr. nts ha ve couccnlmlcu on c rtain scg111cnts 111 the market an approa h 

supp011ed by Andrew (I 71 ). wh held that the tm lure of competition quite apart 

fr m the 1c ou1 cc of the finn, may suggest that a relatively nmll finn hould seek uta 

niche f r lall\'cly mall allracti n t the majors, and c ncenlrate its pow r on that 

lirmtcd scgn1 ent of thc m.tJ..et. 
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2.3.5.1 Barriers to entry for new entrants 

The sen u nc rthe threat of 1111 dc1 nd n the han icts pre cnl ami on the action 

from e i ling cnmpetil rs that the cull ants cane 1 eel, (P arc m1tl J binson I 94). 

Barrier to 'lilt a ls affect the cxi ling ompanies 1c.sp liSe l cnhy. ·urther the threat 

of rcta liatic n by c. tsting c mpani can b c me a l a11 icr t cntr • (Byars, t a/, I< 6· 

John on and ch le . 1994 ). 

Hill (l 95 ,bscrv d that succes rul inn vati n can rc oluttonalile industry structure. lle 

went fu1lh r I< tale lhnt nc f the m l c mm 11 c n cqucnces f inno ali n has b 11 

lo I ' cr ri. ctl c ts f pr uuctt m, I her hy rcdu ing hanict s to entry and aiiO\ ing n ' . 

and smallct. nle'l ri es to c IIIJKlc ' ith large c tablishcd rganisali ns. Hamel ami 

Praharat..l ( 199 ). rhetorically paus ha\'c the leader temkd t rely on high ban1cr to 

entry nsth r than products and pt > • '. s innovnti n to prot · I their pr lilability? ·1 his has a 

bearing lithe situation pestamin• 1111h Kenyan il inuu I '\\h re the d minan c uf the 

maJ ha hccn uslaincd vsastiff'harn 

There ar six major sourc s of ba11 i rs to entry as en Lilli ·ral d y P rtcr (1980), 13yar ct 

at, ( 19 ()),John on & chol 5 (I <JCJ4 ). 

The c include. 

(i) fscalc. uon11c ufscale refer t de ·line 111 unit cost fa ps t..lu l 

(or pcration r fundi n that goc int producing a pr duct) a the absolut olumc per 

p riot! lllCI Ctl con n11c f calc deter entJ by rcing the entrant t come in at 



large seal ami ri. k strong rcacti m from c i tin firms or m · in at a mall !:<.:ale :md 

accept a c t di advantage, b th undc irable. 

(ii ,. it hing co ts. A bame I ntty i created hy th pu:scn e of ,. rtching costs, that 

ts ne-tim c sts facing the buyer< f swit lling fr 111 ne supplier's produc t to anoth r's. 

(iii) Accc s l di llibution channel ; A banter t entry can he cr atcd by the nc\i 

entrant's need to secure distribution fi r it 1 r duct. T the tent that logical distribution 

channels fi 1 the pr duct hme air ady h en e tablt hcd. th llt::\ finn must persuade the 

channels lo a ·ccpt its pr duel lin ugh p11cc breaks, o- p r ali e ad crtising all wam:c , 

and the like. which reduce I' fit . 

(iv st dtsadvantages indcpcnd ut f scale: J tabli hcd finns may have cost 

a vantag s not replicable 

ccon m ics u f cal e. 

pot 11tial cnlnml no matter \\hal lh ir size and attendant 

(v crnmcnl p !icy: \ crnrn nt can limit ore en fi rcclosc entry into industries 

with uch contn Is as Ire nsing rcquu 111 ·nts and limit d a tess to ra\ material . 

(\ i) Th cnt1) ddctring pri c. 1 he conc.Jition f entry in an rru.Ju try can e barr cd using 

entry tlct ·n i11g pri c: the p1 ~·i liug sir u ·ture r pr i c · (and rei at d team su h as 

pr duct qual it and sen il:l) '" hich JUSI balanced til p tcntial re\ ards from entry 

( r cast hy the potcnli:tl entrant)\\ ith c r~ctt::d c . L of 1 cr coming trucllllal cnlly 

at ricr and risking retaliation . If the current r• icc lc\. I i higher than the ntry­

dcletling price entrants will fl recast above-a etagc p1ofits from entry and entry will 

cu1 c urs tire cntt ·-Jeter 1 in , 1 1 ice depend 011 t:ntr ante pectati n of the future 

and n l j u t current c ndition . 



The In lllut ·cou mrc ff.-.irs (2< H , found that the pelr lleum industry ha 

enonnous barri rs l entry n ac unt the hea y capital and in rastruclural imc tnrent 

required for tmt-up . Nc-.· cnllants lficn have lo tablish n I nly the infrastructure but 

also arrange li r their O\ n procUJ Ill ·nt "ith ut the cxp ctati n f assistance fr 111 their 

more cstabhshcd cornpctit rs w entrants ha e als to lack! the equally imp rtant 

issue f storag and I ading fa ilitJ · fm their peralJ ns . 

On barriers t mark l entry N oik ~md kcch,. (199~ found that the Kenyan p tr lcu111 

sc t r i hara t ri ctl by a num r f han icrs which t ·uti to rcsllain n cc entry into lh 

market. llC f the Ill Sl cnlicaJ am r arises fJ Ill th • capitaJ-inten ivc nature f 

mvcslmcnl in the e I r. TI1e \\ II sl<t lished finns ·an creal upplementa barriers 

realism er' \ ·II that they are prot ·t tl l thi mh ·rent restraint v hich, b ause f 

their I ng exi t nee in lhe sector. th y have managed t rcomc. 

yo ike and kltch, ( 19 9 , in th ·il stud further e tahlish d that the g vernmcnt wa 

already und ·rtaking me inillatrv ·~ t all<.lrc these b tTicJ . For instance, it hu r 1e leu 

the dcmanus th t ne' entrants pt crude oil at K ·n a Petroleum Refined s i111ited 

and contt ihut per cent the n •a Pipeline mp 11 (K.P ) line fill. 'I he K nya 

Pi pel in mp. ny r also cnvi aging pulling up additi nal 1111p 1tcd fuel pr du Is st rage 

facilities as -.: ell as imp rt handling capacity at M mba a, ami loading am1s fc r r ad 

tankers at the a1ro i lenninal. Tim , ' ith the c mmissi rting of these Kenya Pipeline . 

Compan}-0\\llCd facilitic , ne pia ·cr will e in apt sition t import and sell pr ucls 

pr duel I ading faciliti s f r 1nad tankers lrcau • exist i11 the eny Pip line 

Compan • westem Ken n tc11ninals of akuru l·lcloret and Kisumu. Pll11henn re, 
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·oikc :md ( h ·h. ( l991J) ha c i udi ·at ·d that the cu11 nl \Cnmr nl's lihcrallic nsing 

policy l wards IIC\: pdr I 'Uill trudin• linus is llC \ ay f addrc ing lh issue f th 

barncrs cxi tin in the petroleum 111:ukct. 'I hey rcputt that to hreak the oligo1 ly iu the 

pclloleulll ub sccl~lt 111 Kcny·, th · < luvcrnmcnl hns lie ·nscd more limn h cnly new 

companies which. hc111 • m st l smalluHiig ·nous fitnts, have he 'II c. cmplc I l'r 111 c tlain 

condit ione; lltdudiug. th IC<JIIitCill ' Ill lu fliO css a pmpnrti~111 f their fuel al the Kenya 

Petroleum Rcfincty, and the ptp •l 111 · fill rcquirctlll'ttl l'lll:tiling huge ' nrking capital 

' hi ·h wcr ·at I ing ns hatt i ·t :-; to 11 ., ' lltt illtts. 

The crllcal a11d hm ito11tal ink •r :rtiu11 of the industry also lt:tllslatc into initwl h111ri ·rs to 

cntr} f<1 'Cd h IIC\ culr ants. Oth ., ha11 icr s to cnlt m · m 1 ely hcha\'iuma I and relate tu 

the unique rclattonship hct' cc11 tit · fi1111s the: I up 't<tl ·-. ithin the m:ukct such n lh fact 

that the majot oi l finns inK ·n a :11 ·coO\ ncr fthc r ·fill •ty t gcthcr with •o crruncnt. 

This rchtll nship ma he a ba11ic tu cn lt he ·mtsc tiC\ cnltants \ It " ish to make use r 

the facility \\OUid lw'c lull ·gotial lc11 11 ' ith real cu111p ·tllo tnthc nuuk ·t place. 

The firm ' ith the widest distr rbut ic 11 utlcls for r tai l 11ccc sari ly ex rt the greatest 

market innu 11 a ''ell. Recall in 1 that the coustru ·ti n of the retail facilities pre ent the 

fom1idablc bar ncr . t entry <l l the in itial stages, th market major c me I ' ield 

considerab le market p -. er. 

Due to the ncar c 11 en us that lh • p ·tr leum sub-sc · t r in Kenya rae s gta c pr blcms 

on account f dumping and diversion of products meant for e port product adulteration 

and 1111pro1 crl) constructed cr vi c l lions, the proposed Petroleum Bdl. 2 00 has 

pro ·j i liS {i r c lablishing the () fi c f I etroleUIIl rnspc ·tors (Institute r ·conomrc 

Affairs .... 00 1 . llo\\cvcr. llamcl <llld Praharad {1 1 9) pau ed' helhcr regulatory issues 



pre ecup top manage 1 s acwss the indu~tt . '! (i.e. do IIHIIlllgct s blame industry pt hlcms 

On regulators talltcr than scmch rut Cll::tlivc S llllliuns'?). '(his Would appear to h th' utivc 

b hmu the oi I Olllpanics suppml 0 r the l'ctrulcum Bi II. 2000 

Wairach\1 ( ()()(}), l(lUnd that as a tcsull ur th' unrait pia lllg 'IUilllll ill the pctwlcum 

mdushy. m st firm:-; IHI\cjomcd th • l\:1tukur11 lustitutc ort:asl /\liica (PlEA) which they 

hope to acll\cl_ usc In I hh ltH go\CIIIIIICIII enrol ' CIIICIII nr lhc health, saiCiy and 

cnvirotllliCIII standatds. I hl· lnsltlll lc ur l'l'UIIOt lli . /\ll;tiiS (2001 ), t:OIItclldS that the 

lcgi latutc and the puhc lll akcrs IIIIISI addtcss thclllsl'lvcs to the question or slandatds. II 

ts imiHlt tan! to t ·altsc that tit· •11:atest challt:11 •c fitt:tll • the imlu try is lu ensure 

compliance with the law li.H all th • 111,11 kct playcts :111 I Iitts ptcsupposcs a c rnpctitivc 

market. The 1 • •ulato1 authmity ' Ill need 1 ad dL· ·Lively 111 this rcspe I only ir 

supJ rted b} the appr ptiatc lcgislaltun. Is ue u h as tndustry standards f 1 retail and 

other outl ts sh u ld he ~ · ·ti vel set so that they do n ll un-11 cc sary be me thcr 

barrier t entry int the mar I\ ct. 



·u, I,TI~R TIIIU~ I~ : 

IU•.S E H 'II 1ETIIOU 

Thi clwptcr pre. cuts the rco:;e<ll ·h d · i •nlhnl wa us •tl t, rued th objective fthc tudy 

ass I out in clwplcr tlll' lt~tluded lilt· arc the I pc or.tuv · , population finl ·rest, d<~la 

collection ami anal) sis tcd111iqu ·s. 

3.1 Res ·ar ·h design 

iru.:c the rrurnher of wmpalltl'S itl\·oiH·d in thc study "as sr 11:tll. this study used a ·ensus 

survc ol't llc dt·sniptht•t)pl'. ('oop·r illld Fmor (1 1JH~) l'lllllelld that Slit\ • 'llltc IIIOIC 

crriLtCill illlll CCillllllllicalthanuh. '1\ at ions 

3.2 }>( pulati )11 or 'tud 

The pnpulat ron 1f iutcr est in I hrs study cunsistcd n f ~~II the live llHl.Jur il omparliCS 111 

Ken a \\Ill h \\ere in up ratro11 h ·((uc the liheralisattoll of the rl industry ami arc till in 

the ma•kct (sc ppcndi Ill). 

The r ar ·h -.: ac; ·arri t.l out in Nairobi ' here all th lllf anics have th ir head m ·s 

, .. ith au quatc data and infonnati n required for this stud . juguna (I 96). Wamathu 

(l ) Waira hu (2 0 ). Abcka ( 1999) ' ho have all tudicd thfferent asp cts f th il 

industry in Kenya used the 1 tl companies (the numb r has since reduced t fi e 

foil win the acquisition f gip hy hell and BP in ·t bcr. 2 ). 



.l nta · lllcrti m 

unc. r 11nat was~ utu..l to he 11101 • .1pp1opriate in thi~ simi . ·1 h stud us I ptim ry 

data c llcclcd usut a que tic IIIHJit • c nlaining both clo. c-cmlcd and upcn culled 

qu lion . lhc <.:lose-ended qu~:stiuns \ etc put 011 a I 1kctt SLalc which 1 quirctl the 

r ponlh.:nts to tate the tlhJ 'tis h ·in'-! iun-stigatcd. Atl{hltnnally, opc11 ended (jllcslions 

\ CrC ll cd (O e pl,lllliCSJlllllSC'\ (O SOIII 'urthc cfos '·Cilde\1 tfliCSiiunS . 

Th lJUcstillllltilitc lOll. istcd o( Iotti s · ·tint1S twmcly: 

Scl:lion I : ·r II· lit Ill .· ch:ual"l ·ti stics 

Scclloll- ( II\ 'led the ·xisting Ill fl\11 lttblthll':Jt<; or II'\ Cllll:lll(S 

cctiun J : l·o ·usscd ott the sllalc •i · responses that the oil co111p:mics ha c adopt d 

cction 4: f>tnh ·d the pete ·iH:d rutut · tlucats mul cha ll t·llg ·s poscu by 1\C\ clllrnlll·. 

Pcrs nal int c1 ic' s ' illt markcllll! lllilllil •crs 01 111<11111gi11• duccl rs for ach c 111pauy 

urvcycd wet c used to collect I he datu Par asumntan ( !CJ. (, ), c nlcnds that personal 

inten ic\ 'S hm C the polcn li nl llf ytciUtllg the highest qual it of data COillJHIICt.l I thcr 

mode ausc supplern ntary inf 1111alion may be colic l d in the muse f the 

intcn•iew This concurs ' i th 'oupcr and ~m ry (I 1 8 ), \! h tnlc that th grc test valu 

ofpcrsom1 l intcnic,,s li in th d pth and detail finfonnationlhal can h s cured. 

3.4 ala Analy i anu lnl rpr ·tali n 

Data au I :is sought to cstabli h the strategic response that the Major il umpantes 111 

nya ha'c rscd lo counter the cn111pclili\e force or new ntrant . Be~ rc pr ces ing the 
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d t. •athcrc I, the ct ntplctcd qucstiuunait ·s \ ere ·lit t.l to cnsmc consi cncy a ro. s 

rcsp ndcnts and t lo ·ate omissions. 

D sctiptiv statistics wet' used > JH' 'Ill th findin •s. 

Frcqucnc l01hlcs lot ana iug data and Jli.'IC ·ntagcs' IC usc,)f(lr tclalivc compatis ns. 

The Mean and l'ropnt litH Is itt also used to ann I sc, iut ·r pt cl and JHCSCIII lite findings . 

1c<m scores \\etc l':llrulalcd from lh • tl'SJ cutscs wlu h \ etc wt ·d on a 5 p Hilt Likctt 

scale. I he s ·;II · lt:ttl takc11 I as the lowest lc cl olt espo11sc (less tlllpt 1 htnl) nntl 5 \ as 

taken as the high ·stlcvl'l of ll'Spous · (l'lllt ·a lly illtpotlanl}. 

The st:o t ·s \\CIC cal ulah:d as lnllo\\s 

n 

,'um of L; 
p - I f 

11 

Where: 

J.l Mean. 11c 

x = core per qucstt n 

n =Total number of c mpanic 

n 

tnn of L = A solut s te 
'I 



I) T LYSI.' A U Fl Ul 

4.1 ln lr ducli 11 

Thi chapter ·u1ll:ti11s data aualysis and the research lindings. 

The data \\a cnllcdt.:d rl(llll lhc li\'. lll;ljm C0111pnnics lllllllcly: ' hell <111 BP. ultc ' 

T lnl I hrl :rml Kcnul/ Kohrl' ltr·h '' rc :all111 opualiorr hcfi rc lhc advc11t 1flhc IIC'> 

cntn111ls inln lite oi l indu~ll y. 'I he d:tla ro ll ··ted ' us analysed using des ·r iptivc slntistics 

in till: furm ur hCIJIICil di~trilwlillllS, Pruporliurrs. I' 'llCIII;rgcs. Mcnns UIHI Stund:ud 

Deviations . 

. 2 Pinn ·haradt:l islic. 

This sccti n stughl to c lablish the hasi finn haraclcllslrcs. We s ught to establish 

"hen the fi major c rnra111cs ' ere csla lishc I the lc cl f c 1111 liti n and the 

imp rtancc r the company ht lr v ·s. I h finding arc pr • cnt d in tables 4.2. 1 4.2.2 

and 4.2 1 bel w 

1 a le 4.2. 1: Ycur t r istablrshn1·nt < I the taj r it ' rnpanic . 

l I - 19-tO I 941 - 1960 1961- 1980 19 I -2000 

() 0 



Fr m ·1 <thl 2.1 aim c. a lithe liv 111:tjur uil<.:umpani ·s . tudicd imhcalcu thutlhcy' cr • 

csta lish din Ken 'H hcl rc 19') whcu the oil industry' :1s lihctaliscd. 

We then snu •hll find out the naltrrc ofuwm:rship l'th rnajoroil c mpanics. 

Tallc: 4 2.2 Nallrr •of O\ rtcrship olthc llt<1j01 oil · mrp:rtnc 

Q , ncrshrp: M u II inaltmral 
,.....,. 
lu ·al 

No. nr liiiiiS •I I 

From lahlc 4. . al m·c:. ' c note lhal ufthc 5 lll:IJUI oil wnrpanics arc 11111hitlilliom.tls 

with only I lirru being :1 l 1t:al ·or11pany. I Itt sh ws the lugh lc cl of iuflu 11 c r lhc 

multinali rtal o il cornpani si n lite I cnyan it industry . 

Table: 4.2 3: cvcl of 'urnpctitinn 

Number or l'illllS 

eve I r 'ornp •!Ilion 

Vcry lli•h 5 [ 100%1 

1 ro crate 

LO\ 

From th rut I 4.2. a all the fiv major firms tudicd representing 10 % indicated 

that they' cr fa ing very high competition. The c mpclition emanated not nly fr m the 

rivalry am ng the majors thcmsclvcc; hut also from the merging ne' entrants. 



We then sou •hl lu c lahlish the c. I ·ut ul i1111 )I lane uJ' ., numl cr of husinc. uhjc ·1i cs 

h wn on the tahlc below. 

Table 4.2.4: I·. tent ol ltllJH I tann: ll r hilS Ill ·ss 01 ~ eli t.: 

h nlut <;em co; 

ObJCdl ·c Vcrv g•cal ( ;rc:.tl Monlr,ol' I K'I I c.o I 1\ h~ll(UIC Mc01n ~I d. 

Stmc Ucv1:11iun 

l'tl lllalulil \ ' I """"I .2JW:OJ :n 1(, 115111 

l;ul..l·t ~h.trl' I IJII .. J .) Jlo·• ~ I 1 J.'u• •I I I20~!. J IN .\II I I 411 
l.l::lilcl\l llp 

I cd111ulc • ••~t ;~I 'Jw•:. J .' I Ill" ·I .'I 4 (o II ~ ·IN 
,\,h .ut\l'IIM ctl 

( .11\lltiiiCI I JM"•I .? I Ill" ·I .n .. (, 11.5·111 
'·lllhlllllll 

Staff r1:1111111)! I I ,,u•:, I 1 (.!II" •I 1 po•:.1 2 44 II. CJ,J 

rom(lt'II IIH' I I (>II"" I I 1.!11" .. 1 I 1211"•1 - " .. (I 1)4 

f'n"lliC>II 

un·n al 1 1 Itt" •I I J-ll"ol 111~~"•1 I Jltl IJ 17 .l.t I 17 

lncrca<Ul ~ 1 11111"•1 2~ 511 U.llfiO 
h rch ltl r 

Value 

From Talks .2.4 a o e, tl IS clea t that all the five uwj r oil mpamc p1c cnling 

I OO'Y(I, in hcatcu that it wa. impu1tant In increase shat choldcr \ alue. "I he I her fact 1 

~hi h' c1c ralcu as being vcr imp01tanl by 3 ul ofth c; rcpres nting 6 % flhc major 

companies survc ed incluue: Pr· ritability, technological advancement customer 

ali faction. ·taf 11 aining ami a It ng competittvc po it ion. This contrasts \ ith only 2 



Olll f) ll'JliCSCIIling 0% or till' Iiiii lS Stlldtcd iiHJicalill • lhalth ·y Cllll. idc1 •d Sill all 

be lcac;lllllJHHlant in lh ·i1 shale •i • tl' ·isiolls. 

4.3 'I he 'I hreal on '\ Enll«mls 

Thi section sought lt1 ·stahlish tit· c isting nr pet · ·ivcd tl11cats of IIC\ cuh.lllls. It's 

hjCCti\C \VaS lu find Ollt lh' V;ll ioliS lllillllll:stattOilS uf" the tlllcatoflhc llC\ ClltiUillS into 

the nil indu!'ilt . It covets tit· :uiuus strakgicf'i hcing usctlto pencllatc the Kenyan oil 

indusll "hich had hithcttn ht•<.:n dotniuatcd by the 111:1jw oil conlp:t llics. 

The c potential threats or the tlucat rtcw e11tn111ts is ' h;tt the major oil comJHllliCS arc 

cuntimwlly allc111ptirt).! to sllatq.;i ully tcspond lu. 'lit· finding. of the vat it us llucats me 

presented t clo\\. 



a lc 4 ... I Pwhlem Pns d hy I h • N \ Fntrants. 

l • tt:•JIIl'tl\:~ nl llt~·11llon ol E~11:111 ul Jlwhlt·tu Ahsnlutc Store~ 
l'tnhltm I 1111<.1 Mr.,lrt I Urrtlr t/ I \'<< I r.1<1 1\h ohrh." Mean ... It, 

IIHt '\i•••t tiel '·''"'" 
l'uu: Wat< ,,, ..... , 1111~" ~I }J -16 tl ~·IK 

r11rc I 1~ 1111111< 21·111'•1 If I ·I liiii":.J JCI ·10 I 111111 

, .......... 1llllkHthnn lflllt'~J I 1~11 ·I 14 I II 117 

lluty I "'inn 11111~-1 ,,, ....... , 11. ·I<~ II •IN 

l'ol.lii.Ct :-oh:tll' Clll IIIII IJ 111 :.J 1JIII''• I II lfi":.J I IJII'!~J 11 Hr I I Itt 

It~> ul I ·u, lnn .,, IJ 1U"•I IJ u·:.J IJC~r·~J II 211 u 1111·1 

ll""'l""l' nl l'tnd111 I 1 1"""·1 'llll'pl 71 .. ,, (I~·~~ 

'"I'HII:lhllll nl I hcnp ·'I "'""I ' Jill ·I I I'"" ·I 11 ·II ll 1117 
I'""'""' 

""'' I. 111l:111lltllrul' \t•lrurr IJIItt •I 11/tl".l H ·I II 11 7 

Stth,tatulmll Shrt~~·· 1 1 u·.J - Jill" •I liiii".J Ill ·' 111111 

('t>ll\ C"ll'll ttl 11 Y.IJIII~ I pu·:.J 
I '"" ·I I J11~~~ If) 20 117117 

l~al·t 

Ill\ l 1><1 ( IJIIIDIIIIII~ 11 '11"•1 II'II',.J .IJtrU''•J Ill lf• n R''·' 
lht. pttnhf) 1\llh uthc t II u•• .. 1 •I (Kfi" .. J I I 22 U·ll 7 
MJJnt~ 

C"nllahc altnto< IJ!rfi" .. J 1 pn~:.J 'l'll"~J 9 24 I) 81/·1 

Fr m Ta le 4.3. 1 a \e, we csta I ish d that the 1aj r il c mpanies comprising 4 out f 

5 rcprc cnting 0% n l the fi1ms tuveyed c nsid red pr duct adulteration and 

substanuartl fi ll ing stations to h • lh mo t cr itical tlucat p cd y the ncv entrants in the 

uu..luslry. 

The thcr facl IS thought t h . Ill uerale as indic ted by out f the 5 finns studied 

representing 60° o include; price war , C\ aston of duty and lumping of product . 

On the other hand erosi 11 or mar kcl hare, loss of cust ltncr , ho 1 ilality' ith maJors and 

coil borations were found t be lea t threats' i th on ly I out or 5 representing 20% of the 

~nns c nfinning I he same. 



We al ) sought tu Sltthli h the pt:r Cl\' d inllucncc of ulhcl f<lrccs Oil the threat r llC\ 

cnlt y inlu lh cuyan oil indus11y 1\ study hy At . a ( 191) ) fuund that ·o crnmc.:nl, 

Lo •istic. ami P(l\ c1 l'lay ar· liuccs thai intpal'l on the Ullllp 'llll\' • cnvin nmcnt in Kenya 

in addition t , Pntlct's l•t\ • Fmcc~ . 

Table .J .2: I he lnllucn ·c ofOihct Furc ·son lhc 'tll11p tilivc ·n it lllllCilL 

h 't(llcn ·y of llll' llfltut of rile I 'tklll11l lnfhu:nc · ul ullll'l f111ccs Absolute Scores 

FUICl' (it ,,, Ahc;olulc f Cllll Std. 
Sctll c Ill' mt itt II 

l l o·•:.J -
I I 11" ,.1 Cinv ' llllltt• nt l JIO ' .. I I IJ.U" .. I Ill JCi Ut7 \ 

lu~ t <;lt ·~ 2 l·tu·•;, l 1 pn·· .. 1 r I ()'' .. , I 110':., I JIJ J II I .HH 

II II''~· I 14 2.8 I.•IIB 

Fro rn rahlcs . . 2 at 0 c. il lllCI I d thallhc inOucn f L gislic amJ ovcmmcnt on 

the compctiti e nature r the oil muusll 111 cnya w. s \C trong a indicated by 40 "o 

oflhc rc p nd nls wh lhoughllhal lh • lw [act t innucn cd the le I [ c mpclill n I 

gr at tent. p \ Cl play\\ n h \ · ' f ~Jlllld l b f r latt ely minimal significance . 

. _., 



r nhlc 4.J J : ltnpncl (I '\ l!lllr:lllt Ult h ·Jhr incss ,, th I rjnr l-inn~ . 

hi lot 

I (lll~f·l 

I. . ~ or 1 I o·• .. 1 II ()" ul I I ()" nl 2Jifl%1 If• \ l 1 .. 101 
Cu'ih iiiiCI"' 

lk ' "' . in I•IU"o l l•lfi%J I I () nJ .l l I l II .R 17 
l'r•llllo; 

lkdrm: Ill I I ()' ·I I to"~·l I I (I" .. , I I o·• ul Ill I(, 1. 1 Ill 
Sa !Cry 
SIJIH(aado; 

Ill\ ul d ·a ll·•" 1•111"" I I I Cl" n( II rr:~ 1 I I rr·: .. l 1•1 :J X 1.;\11 I 

Fr m rah le . 1 .1 ahm c. ' c cslah lrshl'd lh:r t I he par mnetcr 1110 ·t a ffc lrng tit • nmJ r i I 

comr anie \\aS the decline in profits as imlicated h ... lilt uf 5 representing 40~o of the 

li m1'5 survey u. )n the oth r hand, th • c mpanic. c 11 rrrncd that I s f mark t hare, 

loss r C\ISI Ill IS and de line in . afct standards ha I not b Cll ad crscly am led\ rthin 

the c rnpani •s s uth d. 

4.4 lral ,jc R ~p n by th Major il ' mpan1c l lh rhr at f N w 

~ ntra nl 

In lh rs section '' sought l c tal lish the strategic change ' hrch ha\e been ini ti ated by 

the major oil t: mpanies in rcs1 11 l the threat ofnc\ entrants. We start hy ascertaining 

the •ari us coq talc change that the major oil c 1111 a111cs Ira\ c initiated . 

.' ') 



Tnhlc 4.4. 1. St1<1l · •tc Rcspo11scs hy I he 1ajut 011 t'umpuni • to th • lhrcal of New 

Entr <uti~. 

Kcspouse (thl'llll;!C"~ 111 uhjcctil s) Ytc; No 

Change in C't11po1l'll ' M1SSitlll I 120%) 4 180""1 
C"ha11p.e in l'~tuhtl' l " ur Sc·l\'1 ' t'<: nlfl'll'tl IHO"{•I I llO'Y..J 
C1 wnge in l;ul..d Sq!mu•ls .;n \ ·cl ,, 1 Rm .. J I I2U";;, 1 
( h;Hl!!C in ll'lhuolnJ~Y I IHU ~ ~ I I II", I 
( han~c 111 sl lnlllll • I I Ctlr::. I l. 1·111%1 
Chan •c 111 Stall111p I lr,o·•: 1 JIO''~·I 

( 'h:m~c i11 plnn11111~ I I hll"nl 1•10%1 
-

From rahlc l.'l . l ahme. it is IIIII ·d that ltllll nl'lhc 'l fir IllS ICJIIC~Cilling 80'1., ollhc fiiiiiS 

studied conli IIIIC I In Ira\ c made l han~cs 111 the protlucls ami sc1 1 c oCTet ctl, the mm kel 

segments c1 ed ami 111 th lc hnolo • they used. J 1 111 of the 5 representing 60% of the 

fim1s tudictl indtcalcd lhatth y h:l\' ·made changes in !hell slluclurcs, starling levels and 

corp rate planning. n furthct p10l ing, it v as cstahli. hcd thai oul of the 5 major oil 

compani s had •egionalisctl lh u operations with a vi ' to optimising efficiency anti 

achic\ ing lon 1- lct 111 cffccti cnc s. nly I ut f the 5 1 cptcscnti ng 20% lf the rnaj r II 

companic c nfirmcd to have changed its c rp rat mission in response I the llu al of 

ne\l entrant n fur1hcr pr ing tl was stab lishcd that this c mpany v ilh a nc\ missi n 

st lcmenl had UClJllired a local new entrant in addili n xpanding its pcralions I 

neigh u1 ing c unlt ics' h rc it '' tl. J IC i u ly un-rcpr nt u. 

Ill 



T.lle 4.4.2: ltnpottanc' of ' fl .tic •ic Opt inn::; For Rcspumling 11 the 'I hr at 

Po cd I y C\ ;ntrants 

I c~~ 

Nm 

Cost I cadcr hrp 

Drrfcrcnlialr"n 1 1(·11"·1 2 1 w• .. t () 48 

I ark I F11CII~ 4 I Ro•:. j I I U"•l 11.447 

hrrkcl Pwchilllnn 1 1411~'· 1 2 (111" . ( 1 pu•:.1 4.2 0.8 7 

l.nkrl I I zu•. j 21·10 · I I (.!11 · I 4 5 11.577 
De t'luprntnl 

J•wJull l I .w· ·I _, l·tu• •I 1 pn• ·I ,, 2 tlll.\7 
llc dup111 111 

lh\CI thrallnll lf .W •I 1 f.u'!:.J \ 1 .... I 'J.I 

\:1(111 1111111~ -l·tn·. j I llll"~l I II I 22'i 

Jornl CII IIII C 11211*.( .\II I 871 

A sho\ 11 in table .4.2 ahm '. Htl of the 5 majo1 cumpunies 1 cprcs 'Ill in 0% of the 

fi1111 ut eyed int.lical d tlwllhcy used ' sl Leadership and latkct lo ·u I respond to 

the threat f ne' nttanls. J nul n 5 of the lllJ antes 1 pt ntin' > % indica! d 

Diffcrentiati n ac; their 111 cfi 11 eel It ale • for rcsp ndi ng to the tlu l f llC\: 1lrants. n 

further pr ing dtff rcntintinn \HlS ounu t be used matnly in Lublicanl ml Packed 

Liquefied P trol Ulll ias I P< I ' hct c the rna.~ or mpant s " '" ' come up wilh n " 

brand . Th rand '! tal gtes of Merger equi iti n . L j, ·r ilkation, and J int 

ntures wete fi un<..l t h lea l Important in re p nuing l th threat of new entry. n 

further pr bin , h \\ \Cr, it \\as csta hshed that a number of the fimts had recently hat! 

mergers anti acqui itions pte ipilatcu h ' mainly internal! mal initiati 

Find111gs on other t: mpan · initial d rcspons are a sh \ n in the Ia le bel ' 

II 



'I ahlc .J: In p ll illll'C ol < o111p<111 -Initial d S h ol l · •i • 'h,lll'l' in Rc pl ll 

'ha11g in lh • C'tl lliJl lith· Fm iwnmc11 1. 

r. t ( ' ullin~: 

k~hllll " . '""' 

llu u \~ 

~111!111 1111. 

ken " lon•ul< 

l 'tooc:~· ~ 

lliU 1 c nll•llnu: 
I 1 h ""I ~t'l\ 1\ • 

l'oo olu llnluonoallull 

tht:oll mg • 

•~ I lC311nn< 

'icJ!Olf'lll3111111 

1\hrk ling ln il i• li• 

Ill 

ru 1 mer need· hl nil ra allun 

Rc:tlu lonn '" Cumplanll 

rrocc I>• COhlliS 

larl IIIIJ! 

21 "~"·I 

I 11111~0.1 

If 11",.1 

I I I ·I 

If I I 

I f 1 •I 

I 1'11"•1 

l l!oll I 

I flO'! I 

llloll'! I 

I flO ~~ 

JIU" I 

1 po 1 

I IJIII ~~ 

II I •I 

1111 I 

11 tr.J 

IJ~ttr'~l 

I I '11"•1 

'I,., ~ I 

I I 111 

I I II" I 

11111• I 

I I ll'!ol 

Ill 

l (t 

21 O'l I 

l (I U'!O.I 

I I II" I 

I I'" ·I 

I I lr. :.I 

1 1211'::.1 

I flO'l I 

II ' I 

I (.tn I 

-l 2 

II II ' I 

1(2 

to 

·~""" 
II ~· I 

4 K II 11 / 

I ~ II ~77 

Z4 4 11 II 11 7 

21 4 2 

I R II 117 

Ill l h II 'II 

~II 11111111 

21 4 2 II ·1 11 

21 4 0 n 7117 

2 1 4 2 I 111·1 

2 

2 () 5411 

4 

2l H i II 9 1 

(I IK 

2 IIIICI·I 

I 110 

2 II 5411 

JR I I 0 

4 0 01 HI 

2l ~ I 0 9J 

lh 32 I (,~I 



h Ill Tahk .4. <IU ,, c, it c:;llt hr 11ulctl that ul of the . rcpr en tin I U J% ol the 

fimts su c 't'tl indicated that t:ttshHll ·r . \.:1 \'il:c ' a ,, critical fttctur in their attempt tn 

strategically IC~pund In th' p 'I ·ci c:d tlucals r the 1\C\. nlrauts. I hi was [! !lowed hy 4 

ul f S rcpr s ntmg HO"'u, rnthc:ulin 1 that ( 'osl 'ulting, ralionnlrsatinn ami Mmkct focus 

were critkall i111porlan1 (tfl" ·u of lh • 111:~j01 uri companies cunfiuucd that New l'r uucl 

c clotrncnt. l'c siliunin •. Sc!'lllt'lll:tliuu. rcducliou in ·on1plainls, mnt ·hin 1 ·ur11pctilur's 

prices and m:ukct tleH'lllpmcrrt ' ·cr • clitically irnp01 tarrt for lh ·ir Sllt:l;t'sslirl rcspunsc In 

the new crtltanls I ht· l"l' ·hnolog · uwd. hwtHiing arul rrrorc stralcgil: lot·ations' ere the 

ll lhcr illlf (11(:1111 !'ft:tll'l'll 1 hatlfl'.· fhal lht· (;IJIII ( )jf ( 'omp.111ics had IISCd in ICSfi\HISC to 

the threat I' new cnlr arrls as ir ul i ·a fed hy 0% of' the ·o11 IP<IIIrcs. 

On the other h;rml. R lrcndun ·nl , Stntlcgi · Alli<tn cs. p11 ·' disc uuts, increased 

ad crt ising spcml, im:n::t. cd nurnhcr of outkts, laff retrcnchrn Ills uml a111 111ali n in 

opcrat iu11s \\Crc l'uuud to he lire least important stral grc lt:111gcs initiah.:u in rcspon c l 

the threat o th new Clllr. rrts. 

Table 4 . thcr Stralc 'ICS cmg Useu to ounler the Threat uf Nc\ Fntranls. 

Other Sltt~te •ic. Yc No 

Lohbymg ... l80%J l (20%J 

r nltng ~ r new lcgtslalinn 5 I JOO%J 0 l %1 
Publr Rclallons I I O%) I (20%) 

D1 c<;lilure I pon~j 4 (80%1 



Tahl . . ~ ,J \ C SLIIIIIIHII iscs lh' II . C uf ollt\:1 Slrt~lcgi s to l:Ullllt 'I the threat uf 1\C\ 

Clll ry. r·ivc c mpauics, n:pr 'SI.'IIIiu I 100% indica! ·d !hal lh ·y \\Cr' fronlin• (I r IIC\ 

legr Inti n g,uvcmiug th • indu ll . ( 11 further Jll hill • it' as cs ahlishcd that th rnaj r il 

ompanrc will want ln sec a 111u1 strict cnflnccmcnt uf up ralin• and tur.tgc landards 

fo r pcltoleu111 pr ducts. I· >lll out ur Five cnllrpanics representing 80%. c mfirrncu that 

lhey were I hh ing ami using puhlit• rclatio11s to counter the thrcal oi'IIC\! crrl1t111t . 

4.5 Future dl~lkn 1 l'S 

1\ 1\tlllliH:r or pl'llTiH·d lllii'!II S \\ •JI• idl'lllilkd :rs lik ·ly to Ia ·c lhc rnajur uil Clllllpanics 

into the ltrlu1c I he rdcllltlic:d dmlll-11 1 ·s im:ludc: public I kalth. Sal~ty an I Ft~vilonmclll 

:tll tl other gc11 tal Sl illld:lltl ICIJIIil ' llll'lliS. rite likelihood of ' '\ alctcd d1m II Slallllards" f 

petro leum ll .. mtgc illltl disJH.:IIsing, W:tS SCCII ilS ill isin' lllililll li0111 lhc II 'W CllltalllS, lhis 

' a cxaspcr alcd h • the lad tltal th • crtfiuccmcnl of the adherence I the ct standards had 

not een adequately tl nc hy the rclc ant auth 1ities II \ as fl·ll that these is ucs are likely 

to continue disad antaging lire maJ r as lhcy c me \! ith high 

high cost operators and I ss c mp ·tili\c. 

t , making the majors 

Other potential tlucal tdcntificd Include the p ibilit of the ncv c11tranls n l 

confonning to laid down laws and pro cdurcs. It was ~ It thai in order I safi guard safety 

standards, "the• e nc ds t I a clear lcgislati n ' ilh a ·lear ct r rules to a ide by". 

The other likely challenge tdcnlifi u include: I w cost pcralion , c rruption, and lhc 

long-tem1 \ iabilrt of K ·nya Pelt lcum Reftnc1 ic td \\Ill h \ as seen to uncetlain 

·I.J 



he ausc o ils lack ul cosl cump ·tilivcn . s t:spc ·i:.ll inrc the new entrant!; were nut 

nccc anly pron:ssiug crude pctwlcu1n at the Hclincty. 

The p ,ssihilit · ul the 1\C\\ cn11.1111s lo1111i11 • a cualitiun tu irupwl pctrolclllll products 

c.Jircctly from the pwdu·css wa. 'cl lhl· olht:r p )tc11tinl lhrcat ulcnlificd specially h 111 

rc cnl Still ·•ncnls ul inll.:nl111a<lc h the new cllll<lllls. 

A tllllllhcr or p•opusitinus w ·r · ruadc 1 ·g:mling the slwtcgics that the m:uor oil 

companies ' cr • lr"d to 11sc inlo the lulutc. Thl'Y ind11d ·tl fu ·us 011 customers 1 vi c 

and 11 ., prutlml dl'vclopnn:nl. llll'ICH);l'd dh·c1);ili ·alum. a lohhy lt\1 kgislatiun thai 

\ ouhl l:llSliiC a h:H·I pia ·illg field. inllnsili •;ttinn ur Pttllhc RdaiHHlS castlpaigus Ull the 

hcnclils of mainlili11ing hi •h indust1 ·standards and that the maj IS may opt lo usc their 

size and rntc •rallun :td\'antagcs In fight the nc\ cntranls. One of the respondents felt that 

"the llHIJ IS\ 111 have I) c innmal1 c in order lo atllal'l and retain cust mess and that 

the must take the \ arm ·ay f• 111 p1 icing·· s 1ichacl Poster nee put il. culling pncc 

is in anity iflhc cn111petit1 n can gu as low as you can . 



( ' II t•t El{ FIVE 

<. ) C'LlJ. '10 S 

5.1 CU lOll 

fn thrs sccti m, ' ·c dis u~s lh main findi11 •s, dra\ co11 · lu~ious nud nwkc 

rcc 111111 uJuli 111 cmanalin • li\1111 tilL' 1c ·cmch lindm 1 S cuvcrcd in the p1 • i< 11~ dwptcr. 

The ri1 oh'ccti ol th ·study\ as to in' ·sti •.lie the slr.tk •ic 1e~pu11s ·s used hy mnjm 

Oil t:nlllp:tlll' lo Ulllll(l' l lh' 1111 •al of' the Ill' \\' ' IIII!III(S inln the illdllslty c \ ill~'"' l hy 

tli. cussrug the limliu ·~ o11 th · l't1111J1 ·trtrvc lll\ iroiiiiiCilt :111d then discuss the lhrcnt!; J u·,cd 

hy the Il l'\\' cut r a111 s 

In thi rc. p • I, the stud shm ·d lhat <til the live 1d ·omp;urics had used sor11c tratc ,,. 

rcsp 111 cs i 11 order to l'OII llh.:r I he I hll'<ll 111' I he n ew t:ntr '" 11s. As Put tcr (I <)80) uptly puts it. 

the CSSCIICC < f' I lllllll:tlillg 'lllllpctrti\C slraiC •y is r·lulin' il Olllp<lllY to its erwin 11111e11l. 

for a •iv ·n lirr11 is ultimately a unique c 11 tru ti 11 rcn ·ling it 

partrcular cir umstances. ( fh mps n ami trick land, 199 ). 

We c Ial li hcd that the enyan II indu try i vcr c Ill) ctrth•c. imilur llltlrngs ' ere 

als mad~.: I !lllag (2000 who stlllltcu the tratcgic us u the lmkp nd nl 

Pclr lcum [ eal rs in K nya into the il inuust . ll. (I < ) made similar fimlin 111 

his tudy he tratcgic mark ·t ing f airy roduct in Kenya lie l hhshcd that the 

existmg players \>\ere facing intense competit ion as a result of libcrnlisalion imilar 

findmgs were al omaue by (Wairachu 2 O· Wamathu 199<J). 

((, 



c tl 1 c. tahli. hnl that lll:IIUI it ' of th · 111ajw nil < omp:mi ~ h. c uol dmn •cd their 

mi sinn ~lnt ·mcuts. 'ullin~ :111cl Po11 a . ( I'J' (J) in th it tudy oil huildiu wmpa11 'I wn 

· d that t:UIIll ani s that cnjc 'cmlurin • success hav core value ami a c.:ur plllll c 

that ICillalll fi cd \\hilt: lh ·i r htl. inc ·s sll.tlcgics ami paadicc cnd lc:sl adapt t a 

chan ing \\otltl. 'I his sc nts In he' hatth · nmjur oil ·ompanics 111 K nya have d n . 

Rcgmding the tlucats pos ·tl hy lh · 11 .,, t'lttlants. we cstahhshctl lhal the Mnjur nil 

t:nmpani ·s cnn·hl ted ptodnrt atlullct:tiHIII and sllhst:111d:ud lillin' slntions to he th' most 

ni th.:altluca ts posed h. lh • 11 \\ 1111:111ls 11111' lh · induslty. llw olhct fitt:lot~ lhoughttn h · 

rnod ·mtcl ., iti ·al indud ·: patc.:c \\ aas, '\':tsion ol duty :md tl11111ping nf ptmlu ·ts. 11 th 

other hand, 'I lSioll of lllill kct slta iC, I ISS or CIISIUlll rs, hospitahty ilh IIIUjntS :llld 

col labor at ions ,,, ' I · f'otlltd to b • I ·ast threa ts. 

Rcgaru in' the pcrcciH;d influ II c r lhcr f( ICC n th threat or ll ., lltry int the 

cnyan i I imlu II . , '' • fl und that the 111 nucnce or gist ic and vcnun nt ~ a cry 

str n 1 . ·1 hi is up ported b A sa I <JCJ2) '' h rou nd that < lw tnment, L i tics and 

Po" cr Play wcr fl n:c that impacted on the c ntpctillve cnvironm nt in Kenya in 

add ition I P rtcr 's · ive l·orcc . imilar findings have also been m de y Bell, (19~5) 

regarding the drffi ulhes fa ing the Dai industry. 

We al o tabli h d that the ke arameter most affecting the major oil mpamcs a a 

result r the llC\\ entrant \ as the decline Ill pr fits . The c mpani s imli atcd that l s or 

mark t hare I s r custnmers and decline Ill safely standards had n t been adv rscl 

affec ted '' rthin the companies stu fled . 



\ e nn\ discuss 11111 li11tlin •s .ts tt· •at d. the lit sl ohj ~.:live nl lh • slratc •tc 1 spouses to lh • 

th reat r new '1111 y. 

The major oil c mp;tnic td utili ·tl ·u.tl cadcrship a. a titice~J ractor to their continued 

c mpctitivcnc. s. ·1 his is cunli1111cd h the fill liS studi d imli ·ating that th y us d a 

nu111h r of c st 1cducti 11 sltatc •i ·s in·ludin : cost culling and rati nafis ti n. Mu.t 

me~j roil cotuparllcs wet· found to h:l\c nttioualiscd lit ·it opctations in :111 all mpl h he 

c mpctilt\ • and 1 'SJlllllsiv • .\ 1111111h ., llllt.t contp:111y c.:ollahnrativc all :til •cnu::nts ' etc 

llll (Ccf ill the llfll .. 'l:tliollS :tl 'liS Sllt ' fl :1~ tit· II 'l' of iljoilll tkpol b · lhtCC of the fi\C lll:tjcll 

W lllpillliL'S 111 auohi . ll11s Iindt II • tics \\'ilh hd:t (I CJ )Ct), \\ h l(utnd lh;tl lllOSI 

C( 111Jl>llli ' S \\ l'IC lllldCI 'OIIIg inll:111:tl IC·otg.altisati IllS ill Slldt US II WilY lh:al they \ CIC 

bccouting th11111 'I iiiHIIlattcr ami lit rci(Hc IIHliC rocusscd 011 the customer. I hi \ as seen 

,, a dire I 1 cspons In the new clllt ants' lratcg or kccpttt' lh ·ir uvcrh ad cu Is I \ ct 

than thcit nmpctitors ns cslabli.ltl;d by Muntgc. 2000). Komb ( 1997) afs fount! lhot 

the 111 tot ftanclu c linns used put hasc crit ria or buytng fr m the cheapest 0111 e in 

oru r t \ c c st c 1111 clitivc. ·1 his rinuing can also e couoh 1 ted ,. ith lh findings by 

t. lk I a/. ( 199C'i ), who I ked at a number or indust11 s and s rvcd th I loda , 

tndu try an r inclu lty. c mpanic • tc irmo ating the management their aluc cha111 in 

ways that ar m 1 • r ''·ruing ft r con umcts. 

li the maj r il companie indicated that they had made changes 111 the techn logy u cd 

this \\as au ned at achieving cfficicu y in their pet ations imilar findings ' ere made b 

Ko m (I 997).' h found that the 111 l r rranchisc firms had igni tcantly imp \Cd thctr 

tcclmc I gy. ·1 his fimling ' a simrlarl btaincu by \Vamathu ( 199Q) "hen he ought to 



•stahlish the has· lor cotupctitir • at":llltag iu lh · oal industry inK ·11. a. Sh ikh 2000) 

'h 1 stu lied th slt~llcgic 1 ·spo11s ·s h • inswau ·c t:o111pauics fullm .. in • lihctalisation alsu 

fountltlwt the emu panic. cllc ·h:d th · •H:alcst dmugc i11 th • lc ·hilt ll •y '"ca. 

Differentiation lhwu •h th • sc1' iL ·s ami prmhu.: ts oll·r ·d '•:ts nls > fin1ml to hen mnjor 

rC.'\1 lllSC (h ·tur. 'I h ' lllajot oil "1'111 p:1111 'S had 'lldCH\'0111 •d (tl illljliOVC Oil lh It CIIStomer 

1cc hy itlcntil' i11• ·ustunu:r nc ·ds :uul 1cdm:in • l'nstom ·r ·omplaints. Simil:u 

lind111gs ' t't • mad· hy hck:l (I C)C)fl). \\ hc1 lo1111cl tll:tt til · llliljtll uil lUili Jl:IIIICS \ clc 

hct:lllllillg 11101c llc\ihl · a11d r:tp:rhl • c1l qur k rcspon ~l! In nny situation in the m:ukct and 

thc1 elm c 111 r c lncusst:d u11 I he t'llslumcl. llu.: uuHpanit·s \\I.' I c st1 i viug to 111ct:1 cush 111c1 

c. cclations thtuugh imprmctncnt ufth pwducts ;md . ctvic ·s olfcrC\1. 

Bramling' • s als flund t h;nc h · ·11 used to create tllfr tc11tiati nand add value I the 

busmcs cs. I he lll<~ior oil Cl mpanics used their brands equity to try to gain u l mer 

loyalty. imilm findings ' ere made by uth A ka ( 11)9 • Kombo ( llJ97), Watrachu 

(20 ), all fc und that fim1 had . i 1 11ificantly increased advertising expcndilUJe lo create 

brand a\\ men p lential cust 111 ·rs. l his h we ct c ntrast shm ly \ ith Muragc 

(20 0) findiugs or the ne'" p 11 I um independent dealer ' here she c ·ta 1li hed that 

they encountc•cu significant difficultr s 111 building thcit brands since they had to commit 

substantial res tuccs o\ er a I ng pet iod f time l butld brand equity. Wairachu (20 0) 

also fount! that il c mpanic were increasingly pr 111 ling their branJ names 111 the 

market. 

.(I) 



From lht: sltuly, '" • al!'u stahli lll:d that the lll<lJnr uil cuutp:uuc h,t I us ·d pt tlu·l 

Je, lopment as a sir at · 1ic 1 cc;puns · tu th · tin cal ul ltC\\ cull auts. W · fiHIIId that the major 

oil ompanic had clwu 1t:d th pwducls and set k · uflcrcd. In th • c 111 of the study. 

one of the major oil ·omlntll ics launched a fi.1cl quality tmckin crvicc ttl n bid to 

guarnnlce cu. tum •rs lh · inl • •ri ty nf the produ ·1 uppli cd. Wnira ·lm (2000) fuund that the 

majnr oil CO tllp:lllic. had sltpp ·d up lh lllllllilot Ill I of the qu:tlity ur lhc pwducls in the 

Jcli\· ry prt · ·s.. bcka (I <)X(•) lo11nd thai em It lll:IJ<II oil c.:omp:uty had launched nl -lcasl 

one pwduct c 1 "t:l\ It' following lihclalisalulll \\ItcH: cath cntupany was hyin 1 to 

111110 ale lu a ·h•cvt• a Ulllll'l'llli\'t' t•dgc and ·apltll · oppnllunilics iu the t11:11kct Si1nil:u 

lindings wcr c 111atl • h K\ltllhu ( J1) 1J7 ). \\ h f(mnd lite lllulm chi ·lc franchise hultlcrs 

had significantly auju ted lh ir pr du ·t stmlcgics in response I c mp till 11. 

Cust mer scr icc includin 1 anticiJ ating changes in ust mer need • prouu l infonnali n, 

reduction 111 cusl mer · umpla111t~ were illcnt i lieu a 1 he other tratcgics used \ hi ch is 

conlim1cd hy th lindn1 hy Wairachu 2 ) \ ho r und that c mpanie had start ed 

processtng ust 111 •s order faster and had drastically •educed deli cry lead-lime. This is 

also in line w1th Kumb ( 1997) w h fow1d that finus increased mm kcting re carch 

e penditu1c in order to td ' lltir ust( mer needs and ati y them ctlcr than c mpctil rs. 

lie also e Ia I ish d that lh · qualtly of services ' ere all auju ted and u cd as strategic 

tools for diffi rcntiation in the changes made in the marketing mi r lhe major oil 

companie . imilar findings were a l made by M hanmtetl ( 1995) \ h in his study of 

the mot r 1ndu tr) fl und that lim1s had to p iti' ely re\ ie' the quality of ser ices they 

offered to ustomcrs as compct•lion inl nsdied foil \\ 111g ltb 'lallsati n Wamathu (I 99 



found llwt unc of the f~tdurs conll ihuting to r ntpclitivcn~.:~ includ • c d pt duct 

quality 

I h other custorncr related sit ate tic 1 cspwtsc idcnti lied was th • liS r sir alcgic I cations 

'hich \\tiS idcntilicd :ts :111 i11tpo1tnnt t~e11·gic response in an cflmt hy the major oil 

comr an ics to counter the tlu ·at uf 11 '\ ·nil y Similar lindmgs were also runde hy 1m age 

(2000) ' h ftllllllllhat th • new ·ntt:lllls llied lu e pl01l the sltnlcgi · locations' luch had 

been i '1101 d hy the majn1 colltpanics. 

Rcg;uding marker irnlrattH'"· lhl' ~ lralq• k tl·sponses ln1111d \\l'l • ;1 t;h:mgc in the matkcl 

. cgmcnts snn:d I he runrp:uril·s " ·rc l(llltld to have idcutrficd IIC\ 111ar kct cgmcnts in 

whi h they' cr fucussm • nn in ottkr tn sllc11gthcll thcu overall mark I p silion. Markel 

d vcloplllclll was als idcntifi d as the >thcr imporl<lllt shale ti rcsp n c. This IS similar 

to K mh ( 1997), ' h establish d thai the m t r franchis finn on iderably increa ed 

their initiati e t seek ue\\ <.1 mcsti markets. 

larkct cus and latket r cnctralic 11' ete al identified. s ( m f the strat gic u cd 

to c urtler the threat of 11 w 'titrant . 1 hammed (I 995 ). found that the franchisee and 

subsidiary motor ehi I · mpanics u d a c mbinati n of marketing strategies in their 

effort t c mpete with th dealer 

the findings in this tud '. 

itnportetl rcconditi ned mol r chicles, U1is supp rl 

Regarding pricmg strategy. malchmg competito prices ' as 111 stly used in response lo 

the threat of ne' entrants this agrees with Aaker ( 1996) who nl nd that industry aflcr 

industry price com1 etilion is at the en tre stage and that the1e are enormous ptcssurcs 11 

nearly all firm t engage i11 price c mpetition. 'hcrkh (20 )0) als found that insura11 c 

-; I 



c mpauu.:s lwd tctluccd p1 'lllilllllS in otdet to match cotnp til<u .. lura •c (200 )) 1c card1 

rindmgs \\hc1c she c:.lahllshcd that the IIC\' ' llltclnls into tit· K uyan oil indus11y used 

IO\\ r pm.cs top nell ale the 111:11 kd cn11ohm at s' ilh the rindllt'S iu this study. 

Other sit itlC ,, •• found In ha 1.' hecll liS ·d ill ·ludc luhllying, rwnling f(u nC\ lcgislali(lll 

ami puhlic relations patlt t:ula rly in the cuiC.u ·ciiiCIIt of health e~rc.:ty and cm·it IIIIICIII 

st:mtlanls In \\hidt the m;tj(lts hav · 110 prohllcm atilt ·till~ 111. ~lohallllllcd (IIJ1J'l. nmcle 

strik111 I simil:u lindin •s ilt \\ hich he cstahlislu.:d that the molm chide fhuu:ltisc 

hl ldct s used :t st1 :tl 'J..: " lt ic h 111 """ cd 1 he c11l mtt ·en tent ami c. ploi 1 a I ion or I h ·i 1 

cxi tiug 1clnti c lll'll~llts Slllh as hi •h slatulards and llllltpclitiv' ad 11tagcs i a is 

their rivals in o1d ., tu 'l tt.:llgthcnlhcir positinns. 

Rcga11lin' ohjc ti c twn in ' hi ·It w sou •ht to lo k at the l'uturc chull ngcs and the 

strategie th major m I om panics ''iII use in resr ns , a numb r or p rcci\ ·d thr ats 

\\Crc idenll ficd, th sc include pu lie llealth. afety and •n ironment and th r general 

tandanl Jcquircmcnt~ . It ,-.as rctt that these i sues ate likely to ntinuc dtsad antaging 

the maj as they me with high c sis, making the maj rs h1gh o t opcrat01 anu Jc s 

com1 titive. 'I he 1 thcr ractor id ~ntiricd included the I ng tenn iability f Kenya 

Pctr Jcurn R fin ·ri cs ltd. the likeliho d of '\ atcrcd down stamlmd " f petroleum 

storage and disp nsing and the p ssi ility of the IIC\l entrants n t c nfl m1ing to laid 

down Ia" sand pr c ·durc . 

In rc 1 onsc t the potential threat , a number of prop siti ns n the strategies that the 

Jll<lj roi l C01Hpt111iCS \\ CIC lj ely t USC into the rutUI'C \\CrC a CCrt(Ji11CO rr 111 the tudy. 



The iucludcd: ficus 011 cuslolllcl ·r vH; ami inct cased rw' pt<Hiucl de\ cl pmcnt, and 

ivcr ificati 11. \ 'ahomc (2001) opine I that as l(llhlll •s in the c il s •ct r hcgiu 1 <h inlllc, 

iv rsificati 11 by fillllS fium the t:UI husrn '!1\S or rud h, 11llliu • W<l illCI ·asingly heing 

seen a a cushi n. Othct stwt ·gics 11. ·d hy the ma·u, ' il or11panics include a I hhy ror 

lcgislatiou that \! ·ould 'IISIIIC il I ·vel pia ing field, inknsilicatiull ur Public Relations 

campaigns on the hcm:lits ol tllaintainitt • high induslly stand:uds amlthc slt,tlc •ic opti n 

fur the 111ajors In lc eta • • on lh ·it sit· and tttlcj.ttaliott :ulvanln •c to couulcr the IIC\ 

cntwuts. 

'Kcclk (2001) \\lilin~ ''"''business he ond the hn "tugcs Clllltpillll ·s to gel adthclcd 

ptl:luritt • stcp-<.:h:mge ami h · illh.:ltS ·I • dissatisfied with hcin • lwppy d ing a lillie hit 

bell r. lie assc1ls thai sta 111 • ·ontfottahly 111 the hn of 111 ·rcmcntalism \ til lead l 

fatlwc. The rate ol'clwn •t• olkts llPI or111nitics fot lhc met 1 ing tnpelitionlo cxpl it if 

the isti11g c mpanics fad to do tl themselves. lie inltmalcs that orgnnisati ns get stuck 

in the b X f i11CJC111e111alt Ill he tlUSe f lhe fear of lip cltin ' an pcraf1011 that has 

worked well in the pa l. even tit u h the ituations of the pa t ~ · ill not l c repealed in the 

futu re. He urges rgauisattuns I cu n the trans onnatrun that IS p ssible for the 

futut e anti then take a ·tiutt t 1 make it happen. rrom our findings in this re carch, 1t 

emerges that the major tl mpanics \ ill need to "think beyond the b x·· and re p nd 

"ith appropriate tratcgic change 111 or cr I sunnount the <.: mp titive threat of the new 

en trants. 

y 
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.2 'onclu wn 

The study tc cals the 111:1jc 1 nil ompanics hll\c nt:tck ., tllllllh ·r nfr sp( us tu the tineal 

0 IIC\ Cntry IIIlO the induslty. 'I h' study IC\c;lls that the J·\cl ur COIIlpdition in the 

imluslty is Cl high. We ulsu "hthlish •d tlwt majulily of the major wmpanics in 

rc p nuing lo the tlll\:al of II'\ Cll(l ch:tll •cd pllldlldS :uul S •rvi es ffcrcd, the market 

segment served and had also dfcctctl a change in t ·huoln 'Y· l·or in·tm1cc th ·usc of 

convcmcnt stntlS <ttul t\:slatlla lll ha11chiscs in up-mat kct at as a. u11c uf the umpctitivc 

slratc •i<.:s lhc nwjn1 oil cttmpallil.·s :11 c 11 iug to co111pcl • a •aiust th • 11 '\! clllltlltls . 

In Jesp<.utdtng In the than •t•s, the lltajur oil c 1111Jl<tllks u t•tl n c tuhi11ai1Uil of gc11elic 

stralcgi s i nclud i llg cost leadership, di ffcr lllitlt i 11, market ro us sc •mentation 

penetration <lllU devclnplliCIIl f 11 ·w 111111 kcts. 

Attempts were als tnml I y th majc 1 companies lo llllptov ust 111 r sc1 vi c, rctluc 

cu I mer c mplaints. anti 1patc ami meet cu tomct 11c us 'I h othct changes made 

include: matching cump 11tm price .. branding and usc of II ate ••c location . 

The other k ·y rintlmg tclal to the 111a.J r c mpanie u e of I hhy111g fi r a lc cl playing 

ficltl. fr nli n for ne\ legislation g v rning the imp 1 Lal1un, Iran pmlaiJ n. st rage, and 

dispensing r pclr I •UJil ploducls aml pu lie rclati 115 in Ollllllllllicaling the major 

companies on rns and inl 'lltinns. 



5 Rccommcmlatious 

lhc 111 1j roil Clllllpauic Ill~ d to tl'SJ n11d much murc str 11•ly to the Clltctgillg threat of 

tum cnlrantc; followin • the lihl·talisatiun urthc industr . It is apparent ftom the rc card1 

lincling that ucspitc th. Iunati !1.11 'J•i •s used. the firms cnnlinu. lo face c lllllClitivc 

fllCSSlllC CXeiiCtf h ' the II'\ l:tllllfl 'lil!IIS. II \.\iilllh 'ICfUtl! he IICGes.ary for the major oil 

c llllpanics I he innm aliv • p:uli ' lllarl · in th ·area. p( llt:ukctin • 111110 ttlion and pr duel 

clcvcl >pmcnl. 

II r C\iidcnt fwm the study tiuditl' · that th · cumpatiiCS arc rei ing 11101c un the gcnerk 

·tralc •tcs "hich essential! · 111ak • lh 'Ill lh sa111c. 

from studic 111 olh~.:r curnpl'lili\' • iutlust11 • . tl is clear lhatlh 111aj roil l mpa111cs \\til 

ncccll be mote m:uk ling nti 111 ·d as opposed! the cmrcnt ituation 'here they arc 

essentially flctin an undilfcrcnliatcd c.:onm1ouity despite the •II( 11 lo do so. 

5.4 Limitation f the tudy 

This study had c Clallunilaliun. na111 ly; 

i) The study fJ u sed 11 the tineal f new entrant. • nd the major otl c mpanics 

rc p nsc t th san1c. II i r thlc th· t omc f the rcspon es ' ulu ha e been due 

t the th r ~ ur fore s of p ' ., f uyers r v cr of sellers, th lhr at of substitute 

pr lucls and the lllJPtili\C ti,ah ' among the c isling 11ms which together make 

1ichael P r1c1 's 111odcl of the Five rorces f mpctiti 11. 



ii) l'upulati( n size-sun.: the tlltntl c1 uf the tlil co11tpanics ''hi h ~ ere q Clltting he fore 

ltbcta lisation \\ Ctc u11l li\c f\,llowiu• thL' a 'ttuisilion t Agip hy hell nnd BP. the 

c lent r anulysis is limit •tl. 

5.5 , uggcstiOIIS l(>r rlllthcr I" 'S 'lll<.:h 

i) study !':hould he WtHIII ·ted to establish the slral '' · teSJlllllses hy the oil induslly in 

Kenya ln the llhcr fillll fm ·cs \\ ht h lo•Lihct rnr 111 the fi\'C fhn:cs lltllltcly; power or 

huycts, Jl\1\\ l: t ul scll cts. !Itt• tlu cat or substitute pt >ducts and th • l'Otnpctlli\C ti airy 

:utHtllg the c islin~ li1111S, 1:i11di11gs finllt "''ll' a stud \\ illu•tuplirncnttltc lindings ill 

this rcscatdt 

ii) ivcn the humogcnctl or most (lr the sllatcgi tc ponscs used l y the maj r oil 

compani s in oun!ct ing the ttc\ cnltants, a study of possihlc existence f strategic 

gtoups in the Kcnya11 oil itH.Iuslty should be und ttakcn Su·h a tu<ly will shade 

m re light 11 \\h the m<~i r companies re. pond in th' manner c nfitmed in this 

study. 
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