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ABSTRACT 

Capabilities and potential of te hn I g or~ increa ing more rapidly than ever before. 

Developments in IT have · ~ n tlk nh n ~.:mcnt of communication technology. The use 

of I ntcrnct, I· ntcrpri.· · ur c Planning (ERP) Solutions, Business Process 

Rccnginccring (Bl R. an the common trend of outsourcing of IT services are among 

IT', n I licnli n in rganizations' businesses. As information technology becomes more 

wid pr ad, the opportunities to take advantage of a new competitive scope will only 

increase. The benefits of scope (and the achievement of linkages), however, can accrue 

only v hen the information technology spread throughout the organization can com­

municate. Information and Communications Technology therefore, has evolved in such a 

way that it is becoming the single most vehicle for organizations' attainment of 

competitive advantage. This therefore means that ICT plays a strategic role 111 

organizations. 

The study v as designed with the objective of determining the strategic role of 

information and communication technology among insurance compani in Kenya. The 

data that \\'a anal zed wa provided by Information T chnolog and trat gy manager 

of th re p ti\ e in uranc compante . ut of th fort -t\i o in uranc c mpani , all f 

\\ hich were erv d with the qu tionnaire , on! tv.ent -eight r p nded b r turning 

filled que ti nnairc . 'I hi formed rate \i ht h th tud c n iden.:d 

uit r n ly i . 



The study used a semi structured questionnaire that was administered through mail to 

capture data from the respondents. To a hie e the study objective, respondents were 

presented with statements des ribin 1h onou areas in which information and 

communication tcchnolog 

activities and wcr · r ·qui1· ·I 

hn a tratcgic role in their companies' business 

: '< r' on a 5-point likert scale the extent to which 

information uud ·ommuni ali n technology has played a strategic role in the respective 

organization', 

The major findings of the study were that information and communication technology has 

had a strategic role among insurance companies in most of the areas. It was established 

that ICT play a significant role in the development of most insurance companies' 

business strategy. This was rated high with a mean score of 4. Other areas in which ICT 

was found to have a far-reaching impact are the transformation of the value chain; 

provision of better product/service information to the customers and creating linkages 

with suppliers and customers through ICT. These were also rated high with a mean score 

of 4. Other areas where ICT was found to play a strategic role include restructuring of the 

companies marketing of the companies products, offer of services electronically market 

research, tracking labour efficiency and upport to the companies' comp titi ene 

among other . 

lt \\ hO\\ c\'cr n t d that in uranc ompani · ha\ e n t utili7ed I attain full 

tcnti I in mo t of the area rnp me wl; (me, n n..: 

lc nm bu; r b r' tinin' I \\a b; inti du in, 



switching costs, and creation of entry barriers to new entrants as areas in which they have 

not strategically positioned them elve in t rms of ICT. Even in the other areas 

mentioned above where the comp nic ho utili zed ICT, the study noted that not all 

companies have strategi ally bt:nl: it d from I T. The study findings showed that a 

significant number of · Hl\(.llli ' · 1 • 't to realize I T's strategic potential. 
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CHAPTER ONE: INTRODUCTION 

1.1 Background 

A business strategy articulat th ' rnll dir ti n of the business. Johnson and Scholes 

(2002) define strat y a th du 11 n and cope of an organization over the long-term, 

which achi v s adv IIlli, · r r th organization through its configuration of resources 

within th · <.:hung in, m 1r nment and to fulfill stakeholder expectations. Collins and 

Montg m r (1 ee trategy as a carefully constructed system of independent parts 

of the organization that actively directs executives' decisions about the resources that the 

corporation will develop, the businesses the corporation will compete in, and the 

organization that will make it all come to life. For the strategy to be successful all these 

elements must be aligned to each other. An ICT strategy gives technological direction 

and purpose, organizes and deploys IT resources in the most effective manner, and 

coordinates the stream of decisions being made by different members of the organization 

and the IT function. 

Strategy is about aligning every activity to create an offering that cannot easily be 

emulated by competitor . ICT is employed in the organization's relentle earch for 

u tained untquene and out-performance in term of value creation for cu tomer , 

hareholder , and takeholder . Porter' framework (Porter, 19 0) and the R urc 

Ba d View RB ) f the ftrm (Wemerfelt, 1 84) ba tcally p rcei th f 

a a hi ving a uniqu comp titiv advantage. hu , th bj cti\ t I I trat g 

m th th and nt u r l ~.:hnolo • t m tition cith r b 

lltn in Lh th tnn ' •, lu Ill lW th trill t 



dominant position in the industry, or through the mobilization of unique resources and 

capabilities. 

Strategy links the organizatt n an l tl: nvir nmcnt thereby matching the resources and 

capabilities of an or tni z tti n t that ·nvironment (Johnson and Scholes, 2002). An ICT 

n 1 tent with the technological environment and seek to 

capitalize n pp rtunille the environment offers. According to Porter (1998), for an 

organization to achie e a competitive advantage over competition, it has to tap this 

advantage through cost leadership, innovation, focus, and speed. Organizations are 

creating sustaining, and compounding these advantages through ICT. ICT improves the 

organization's strategic capability thereby enabling organizations to provide product and 

service features that are valued by customers and by enhancing competitive performance. 

Corporate strategy influences ICT through business strategies dictating the need for new 

information systems or other ICT capabilities. A business initiative can drive the need for 

new ICT projects that are required to realize the business objectives. However much a 

busines becomes increasingly interconnected, ICT initiatives are becoming more 

ynonymou to bu ine initiative . By offering new ways of doing bu ine , new 

technolog · capabilitte are influencing bu ine trategie . While t day e- ommerc , and 

e tranet ar commonpla e, a f w year· ago th y \ er prime amp! f t elm I gy-

bu in initiative wh re techno) g · wa driving and changing th wa ' in '' ht ·h 

bu in uld ondu t .d. ral t , cont nd that manu r can I o u I I I H 

nn liz ti n, t m lardi • ti n and ntraliz.llion . 



1.1.1 Concept of Strategic Role of Information and Communication 
Technology 

Information and Communication hn I y (I T) was in the past viewed as an 

automation tool for c i tin bu in xisting business needs specifically 

drove I T dcv I pm nt: . It i id ly recognized that this will very often result in 

hi gh inv stm ·nts uml 111 ' t a d p ·rating costs but in the anticipated improvements in 

pcrt'orrnan · '. T day th entral premise is that ICT is a lever for designing processes and 

imp! overlaid on the existing organizational structure. Instead 

of tr ating the exi ting business processes as a constraint in the development of optimum 

ICT infra tructure, the basic logic of the processes itself is questioned (Kahigu, 2003). 

The growth of IT systems and their pervasive use in business is a familiar development 

from the early 1980s. IT is fundamentally changing the nature of the workplace (Stebbins 

et al., 1995). Businesses are relying upon ICT to create competitive advantage thereby 

taking a new urgency to the business. ICT is being employed in the value adding 

activities; creating a new source of and means to sustainable competitive advantage. It i 

increa ingly through IT that consumer attraction and loyalty are accompli hed while 

competitor initiati e are muted. It i therefore not urpri ing that bu inc trat gy i 

more and m r influenced, ena Jed, and dep ndent on the I T trategy. 

I i ntrul t th impl mentati n f trat g ' and i nd 1rr abl · link d "ith 

Bu in it 

mpl thi link, in>II,Wlmrt r d th U d l p Ul 



and distribute mass-market retail goods; whilst Ford decreased its headcount in the 

procurement department by 75% by u ing IT in conjunction with BPR. 

Business strategy should th r f r I nd 1 T strategy with IT being a component of 

business just as much 'IS 1h r · r functions' are. If IT is not in the service of the 

business strut ·gy. th ·n I i · · u t a technology in the business that falls short of translating 

busin' · strut g' int mformation technology. Conversely, the ICT strategy should 

influenc th bu ine creating a symbiotic relationship. 

Over the years development in information and communication technology (ICT) has 

played a significant role in the way we do business. Business entities have had to evolve 

their practices to cope with changes in information and communication technology. 

Those companies that successfully tap the powerful synergy resulting from the merger of 

technology and business strategy to transform their organizations are likely to experience 

an unparallel competitive advantage, while the negative consequences for organizations 

that fail to act or whose efforts are unsuccessful will be far more significant than in the 

past. 

It i evident that de elopment in information and communication techno! gy ha e 

chang d the wa of d ing bu ine hulthei and umner 1 5) p int ut that th 

organizational impa t of inf rmati n te hn I g ar ignificant. h n t that 

d ' Io1 m nt with r ani to I tr ni m. it ' tern . gr up and w rk 

rt m am n brin tn , b ut th tr n iti n to th int nnati n 



based organization (IBO). With such developments, organizations will be able to benefit 

from both internal expertise and the e p tii of expert systems and external consultants. 

They further observe that informati n and mmunication technology has changed the 

nature of the industrie in wln h rim1. 1 'rat' in the terms of the products and services 

offered by altelin ' th 1 n)Ju ., d I pmcnt cycle or by increasing the delivery speed; 

production ··on )t11t '· tn "ht h a firm with nationwide network of distribution centers 

can 'Crve r 'i nul market and also reallocate inventories to serve the national market; 

and lastl , \ ith regard to markets, which have become more globalized and accessible. 

Consumer are becoming more informed and computer literate and thus accustomed to be 

electronically served. Organizations that are not able to offer electronic services to their 

customers may be at a competitive disadvantage. 

1.1.2 The Insurance Industry in Kenya 

Part one Section 2(1) of the Insurance Act, Cap 487 of the Laws of Kenya defines 

insurance business as business of undertaking liability by way of insurance (including 

reinsurance) in respect to any loss of life and personal injury and any loss or damage, 

including liability to pay damage or compensation, contingent upon the happening of a 

pecified event, and include : -

1 he ffe ting and arrying out b a p r n n t carrying n a ankm bu ·m 

ntr ct f r fidelity nd . admini tratt n b nd . ball 

r cu tom b nd f guar ,mt 

p mium . lh tin nd 



contracts to pay annuities on human life. Insurer means a person, whether 

registered under the Act or not, who canies on insurance business and 

includes re-insurer. 

Basher (2002) obscrv · thut in uran i lh ' most important form of risk management 

and defines it as th' tnmd r f n k from one person (or party) to another for a specified 

premium. ln surun · '. h n te . plays an important role in political, social, and economic 

d v 'lopm nt r a iet b offering diverse benefits to individuals, groups, countries, 

and th ' orld in general. 

Insurance in the modern form has been practiced in Europe for well over one thousand 

years with the earliest form being the marine insurance. However, like elsewhere in 

Africa, insurance in its modern form was unknown in Kenya until the early part of the 

20th century. The early European settlers introduced modern insurance in Kenya. In 1904, 

the London and Lancashire Insurance Company appointed agents for fire business in 

Nai robi . In 1922, Royal Exchange Assurance opened a full branch offi ce in Kenya and 

was followed by the commercial Union in 1929 (Wanjohi, 2002). 

ntil the late 1970s, the insurance indu try in Kenya, which date back to the 

e tabli hment of the colonial rule operated in a rather table en ir nm nt. Ther wa 

little d mand for r ice , the product offered -. er quite tandard1L d g ' rnm nt 

up n i n \\a minimal, and c mp titi n \\'a relati\'ely 1 \ . itt! 

vitn s d. Howev r, f 11 win th uanc r th 

mp.mi tl h in llfl H.lt d in 



Kenya by 1980 and the introduction of the Insurance Act Cap 487 of the Laws of Kenya, 

the industry has since experienced trem ndous challenges. The number of insurance 

companies has continued to increa . fnn n w ompanies sprung up in the 1980s which 

exhibited entrepreneurial b havi r nnd many more companies were incorporated in the 

1990s following th' lth nlizntt n )f th economy. This move has seen the number of 

registered C(>mpuni s 't '' fr m 15 in 1978 to 42 in March 2006. This growth coupled 

with the colla{ , " r the giant state owned Kenya National Assurance in 1996 has 

intensified comp titian in the industry. 

Competition has further been aggravated by the springing up of many micro-insurance 

companies such as the Health Management Organizations (HMOs) and Pension 

Administration Schemes that provide services that traditionally were the domain of the 

insurers. Following the opening up of the Tanzania and Uganda insurance markets and 

the increased emphasis on globalization and regionalization, the industry now also faces 

greater competition from its neighbors. Further still, due to the unfavorable economic 

conditions prevailing in Kenya and lack of awareness of insurance as a substantial 

market, it is still not fully tapped. Thus, also since 1987 (other than in 1997 and 1998) the 

indu try ha regi tered continued growth with premium for general in urance gr wing 

from h . 2.7 billion in 1987 to h .15 billion by 1998 (In uranc Annual Rep rt 1 ) 

with 1 3 r rding the highe t grO\ th rate f 41 ot du t inOati nar pr ure . 

I h intr du ti n I th tir mcnt Ben tit A l 1 7 ha n l par d th indu tr . It ha 

II n w m titor ulati n in th in uran in u lr . nd th 

7 



Act, insurance companies were required to increase their paid up capital to safeguard the 

large sums of money in pension . Furth r, th Act also stipulates that other than the fund 

administrator, pension schem huv 1pp int a fund's manager and custodian, thus 

causing the cost of runnm th ~ h 111 to o up considerably. Consequently, small 

pension sch m · havt: hn t '' tnd up. Thi · is a loss of business to insurance companies. 

Nev 'rlhdc · ·. in ·pn f the e challenges that insurance companies face today, the 

compani · ontinue to Ia great emphasis on growth (premium income), competition 

ba ed on undercutting of premiums and imitation of competitor action, and operational 

efficiency. The role of insurance companies cannot be downplayed. Insurance continues 

to play an important role in the development of the economy hence the survival of the 

industry should not be left to chance. According to Irukwu (1975), insurance plays two 

vital roles in the national economy: First, it is an economic device which is vital to the 

survival of other businesses. By accepting to bear the financial loss of the insured persons 

and institutions, insurance provides stability to individuals, industrial, and commercial 

undertaking. Second, it is through insurance that financial institution accumulate funds 

which the in e tin the economy, government and privately-owned indu trial project . 

M\\aniki (_ 1) note that the propen 1ty to a e among mo t Ken an 1 cr dcd "hil 

the numb r f in urance c mpante continue to incr a a th r ar plac d und r 

tatut ) ' managcm nt. A th mp titi n inten iflc 

tru turin ri ht izin , d '" n izing, r ngmc 

th u hi h n th nd o th 

; \ hat ' r th 

ortin 

rmin )]l r i u d, 

int out th. t n " 



companies are entering into the market with systems that are already computerized and 

are hence able to take advantage of th speed of the computer systems. The new 

companies are taking advantage f gnp th ld r companies have not been able to spot 

and these are mainly within th h al!h muint nancc organizations and public transport. 

Me 'Urian ( 19 that ne or two years ago, IT belonged to the IT industry, IT 

'l m, ngineer , Support staff, and box pushers. Today, IT is quickly 

joining th main Lream of business strategy. Everyone and every department are taking it 

up. IT is no longer just another cog in the enterprise. Instead, it is one of the core 

components in any organization. According to Otieno (1999), the business benefits of 

using information systems technology include among others: rehabilitation and 

maintenance of the systems, experimenting with new technology and attain competitive 

advantage. 

Insurance companies in Kenya, whether foreign or locally owned; public or private, 

destined to thrive will of necessity be companies that are constantly learning and 

changing. The e will be the companies that maximize the use of knowledge and 

information, and deploy it faster and to better advantage than their competit r . 

ucce ul organization " ill be characterized by their a ility t u e inf rmati n b tt r, 

Jearn fa ter, and b dynamic rather than tatic, and fa ter in inn 'ation whil managin 

ri k. II f th ut orne will r quire ignifi ant rgamJatl nal tran f rmati ns in th 

omp me . 



Further, these organizations inherit a unique mix of traditions and cultures from their 

diverse parentage and heritage. As re ourc sand public expectations continue to shift and 

change, there is a compelling n d t n w, more than ever before, challenge the 

unwritten tradition , norm ·, un am li• rn, and t ask penetrating questions about what 

modern insuranc c l01pani in n a ought to be and what they are strategically 

positioned to ·ontnbut n \\ and m the future. To this end, their resort to embrace the use 

of IT u u t u ·in · · ·trateg " ould imply their desire to reap optimum strategic potential 

and wh r th po ition IT" ithin their business strategies will matter a great deal, which 

this study purpo es to in estigate. 

1.2 Statement of the Research Problem 

Collis and Montgomery (1995) observe that with great speed, the sharp reduction in the 

cost of information systems technology (i.e. computers, remote devices, and 

telecommunications) has allowed IT systems to move from applications for the back 

office support to those offering competitive advantage. A study by Abwao (2003) noted 

that the insurance industry is usually bogged with long tedious and monotonous 

calculation of a essing the risk prior to underwriting the bu ine , tactical evaluation of 

where to in e t the pooled resources for better productivity e p cially after th 

government et conditionahty for inve tment in thi ector and finall h " fa t the an 

pa · claim in rder t retain the cu t mer li ing in a d pre· ed 

unh r p int d out that d lay in dcliv ring quotati n 

in urer i m ~ r b ttl n kind livcring pr mpt and I 1ci nt rvi 

h tud 

p n fr m th r -



In today's business environment, competitive advantage goes to those companies most 

able to mobilize information and creat tern to use knowledge effectively. Accurate, 

timely information allow ort>anizati nnl m mbers to monitor progress and take 

cotTective action prompt! . Inn ',It\ :tat -of-the-art upport systems can be a basis for 

competitive advanta, if th a firm capabilities that rivals cannot match. 

ompani · · tv ·r wh ·1 • a1 ru hing to install the support systems they need to participate 

in on' r m r · gm nl of the rapidly expanding Internet economy and enable better 

execution of their bu ine s strategies. Well-conceived, state-of-the-art support systems 

can not only facilitate better strategy execution but also strengthen organizational 

capabilities enough to provide a competitive edge over rivals (Thompson and Strickland, 

2003). 

Whereas a number of studies have been done on organizational utilization of IT in 

business: Kariuki (2004); Owour (2003); Njogu (2003); Kahigu (2003); Abwao (2002); 

Nyambati (2001); and Nyambane (1996) among others, no study has looked at the 

strategic role of ICT in organizations. For instance, Kariuki (2004) studied IT trategy 

and organizational structure relationship among companies li ted at the airobi tock 

Exchange ' hile Q, uor (2003) looked at the u e of IT a a facilitat r of BPR in the 

vegetable oil indu try. The other tudie ha e f cu ed on d1fferent 

organization other than a e ·ing it trategic r le. 

appli ation in bu inc management within in urancc trm 

111 uran c mpani in K n ·a have a tuall ... d th u 

tud n r 

a1robi f und out that 

I n in atT •in out th II 

bu in hi tud • n v 1 inv ti t d int) II ' l!at r >I in th 
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companies. This study takes this perspective to bridge the existing gap and answer the 

question: What is the strategic role of ICT among insurance companies in Kenya? 

1.3 Objective of th tudy 

To dctcrmin the ·twt · •t • r I f Information and Communication Technology among 

insuranc compuni •s 111 ·n a. 

1.4 ignificance of the Study 

The findings of this study will contribute immensely towards the understanding and 

appreciation of the strategic value of IT not only in the insurance industry but also in 

other companies that have embraced the use of IT. The study will also contribute towards 

narrowing the existing knowledge gap in the field of information technology as a 

strategic resource and its strategic role among insurance companies. Finally, this study 

will be used by academicians as a point of reference for further academic research in the 

field of information technology and its strategic importance in organizations. 



CHAPTER TWO: LITERATURE REVIEW 

2.1 Developments in Information Technology and Business 
Management 

Over the past decad s, a numl r busin 'S. developments have taken place in business 

managcm nt. 'I h · tmn ·I 11111al1 n t the value chai n; influences of the global competition 

into th · wuy bu·m · · 1 • d ne and the effects of liberalization of the economy; changing 

pattern of mpl ment: and changes in the organizational structure due to developments 

in IT ar among the salient developments in business management. Each of these 

developments necessitates the strategic positioning of IT in an organization and hence the 

need for an IT strategy in such an organization. Recent developments in information 

technology have transformed the way organizations conduct business. Today, companies 

are slashing costs using real-time electronic communications, improving customer 

intimacy by leveraging the Internet, and taking advantage of new business models such as 

distributed auctions and trading hubs. Yet many senior leaders lack the tools to assess and 

communicate the business impact that information technology can bring to their 

organization (Stanford School of Business on Executive Education on trategic U e of 

InformationTechnology, 2006). 
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the required activities. To gain competitive advantage over its rivals, an insurance firm 

must either provide comparable value to th policyholder, but perform activities more 

efficiently than its competitor low r t , r p rform activities in a unique way that 

creates greater policyhold r " llu and mmands a price premium (differentiation).The 

uld be divided into a series of activities such as 

sales pcopl · nwk.in, ··tl · all , underwriting of risk, intimation and settling of claims, 

and act:, ·sioning r th n k to the re-insurer. 

IT i permeating the alue chain at every point transforming the way value activities are 

performed and the nature of the linkages among them. It is also affecting competitive 

scope and reshaping the way products meet buyer needs. The basic effects explain why 

information technology has strategic significance and are different from many other 

technologies businesses use (Porter, 1985). ICT is applicable in all the value adding 

activities in organizations' value chain; from linking the value adding activities through 

processes to management and administration of the various activities. This is evidenced 

in Porter (1998) who shows IT as being pervasive in the value chain; ob ervable and u ed 

in every generic category of value activity in the chain. 
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buying habits are also changing. According to Hope and Hope (1997), global marketing 

is leading to more homogenous buying putt m . Most firms are gearing towards coming 

up with world-class product . Global h PJ in ia the Internet is creating huge marketing 

opportunities for any nt rpn ·w rnnnization that can display its goods on the World 

Wide Web (WWW) md I In· ·r 1 t du ·t: directly to the consumer. 

Martin ~tal. 1 t _ p mt ut that in an increasing competitive world, IT is critical to the 

d v lopment of more effective operational and management processes. To serve 

cu tomer well companies need to be proficient in half a dozen key areas: reduced cycle 

time, reduced asset levels (e.g. in inventory and people), faster development of new 

products, improved customer service, increasing empowerment of employees, and 

increased knowledge sharing and learning. IT is a critical resource for accomplishing all 

these goals. 

The spawning of new regions of economic prosperity primarily in Eastern Europe is 

bringing the new world order with it accounting for 25% of the world economic output a 

compared to 4% in the 1960s. What matters at the moment is where the global 

corporation in e t and not where they are headquartered or where they pay ta e . 

Knowledge can be deployed from anyv here at any time by any per n r organizati n. 
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of competitive environment, global organizations will seek out the lowest costs and the 

highest productivity wherever this can b a hieved. 

A survey of a wide range f tndu tri b rt r (1 8) revealed that IT is changing the 

rules of comp tition tn tht "a : Hrst, advances in IT are changing the industry 

·tructur ' . ' ·{mlL l'l i · an in r a ingly important lever that companies can use to create 

comp litiv, udvnnlae . company's search for competitive advantage through IT often 

al o ·pr ad· t affect the industry as competitors imitate the leader's strategic 

inno ation . FinaJl . information evolution is spawning completely new businesses. 

The e three effects are critical for understanding the impact and hence the strategic role 

of IT in a particular company and in a particular industry and for formulating effective IT 

strategy and strategic responses. Porter (1988) further points out that the information 

revolution is giving birth to completely new industries in three distinct ways: First, it 

makes new businesses technologically feasible. Second, IT can also spawn new 

businesses by creating derived demand for new products, and third, IT creates new 

businesses within old ones. A company with IT proce ing embedded in its value chain 

may have exce capacity or kills that can be old out ide. 
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remaining work is performed is also changing. The traditional worlds of career-based 

jobs, with contract employment, holida and pensions entitlements and clear defined 

promotions structures is giving wn' t part tim w rk, contract work, project teams, self 

employment, and other typ tnti p nd nt w rkgroup activity - often separated from 

the apron of the or>tmiz·ttitlll it· If. 

mploy 't: , wh ar n t c nnected to the core task of the business will soon find 

th ms I e in a new relationship with their former employers. They will become more or 

le indep ndent actor of business's contractual support network jobbers, pieceworkers, 

consultants accommodators, 'temps' of all sorts and degree, all plying their different 

trades and skills (Handy, 1997). 

As communication technologies advance and become more efficient, Malone and 

Laubacher (1998) observe that the dominant business organization of the future may not 

be a stable, permanent corporation but rather an elastic network that may sometimes exist 

for not more than a day or two. When projects need to be undertaken, requests for 

propo al will be tran mitted or electronic want ad posted, individual or mall team 

' ill re pond. a netv ork v ill be formed and ne\ worker will be br ught n a their 

particular kill ar needed. Once the project i done, the network v ill b dt banded. 
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implementers, and a clear focus on highly skilled, creative workforce that consistently 

delivers profitable products and service to profitable customers. Perception of status and 

work has also changed and team m mb r n w work for customers not for superiors and 

their authority derives from wh H th J...n rath r than what they are. 

Malon and aubu ·h ·r I~ p int out that even within large corporations, traditional 

command-and-c ntr I management is becoming less common. Decisions are increasingly 

b ing pu 'hed lower do~,: n in the organizations. Workers are being rewarded not for 

efficient] cruT ing out orders but for figuring out what needs to be done and then doing 

it. In one sense, they note, the new coordination technologies enable us to return to the 

pre-industrial organization model of tiny, autonomous businesses. Businesses of one or 

more organizations are now conducting transactions with one another in a market. 

Electronic networks allow micro businesses to tap into the global reservoir of 

information, expertise, and financing that used to be available only to large corporations. 

2.2 Information and Communication Technology in Organizations 

The introduction of client- erver architecture reduced the co t of implementing y tern 

that were originally implemented on the mainframe. Thi de ign al o increa ed th 

appealingne of Graphical er Interface and made it u r-fn ndher tnc m r u r 
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were more and more graphic and other multi-media effects that were incorporated to 

make the systems user-friendlier. 

Martin et al. (1995) p int ut that th apabilities and potential of technology are 

increasing mor rapid! th.m uring the past three decades consumers have 

received about '0% m r mputer power each year for the same price. Competition 

among micropr · · · r compame and new advances in technology are accelerating the 

rat . In c mmunication, the story is similar if not more striking as worldwide 

deregulation, optical fiber, digitization of networks, and the opening up of more of the 

wirele spectrum are generating even greater increase in cost-effectiveness and 

capability. 

Developments in IT have seen the enhancement of communication technology. The use 

of Internet, Enterprise Resource Planning (ERP) Solution, Business Process 

Reengineering (BPR), and the common trend of Outsourcing of IT services are among 

IT's applications in organizations' businesses. Malone and Laubacher (1998) ob erve that 

the Internet is the greatest model of network organization that has yet to emerge and it 

re eal a tartling truth: in an e-lance economy, the r le of the traditi nal u ine 
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information processing. Networks enable people to share information efficiently, to send 

and receive documents and propo al , to h dule meetings and to vote on proposals 

(Bensaou and Earl, 1998). Rob n 1 p int ut that the use of IT varies according to 

the hierarchy. As we go up th ht rnr h th typ of information changes from structured 

to un tructured or fr pt 1t.111lmahl t un-programmable. The type of system also 

varies from tran ·a 'lt n a · d · ·tern through decision support systems for middle 

manag m 'Ill and finall thee, ecutive information system. 

The Internet ha helped more use of e-commerce to do business all over the world and 

this has subsequently reduced the cost of marketing and general office operations costs. 

Observing that business has never been the same since the introduction of personal 

computers, Intel president and CEO Andy Grove outlined the company's direction to a 

group of business leaders. Basic to the strategy is Grove's belief that stand-alone 

computing is forever gone. All computing in future will be networking (Makau, 1997). 

Davenport (1998) notes enterprise systems appear to be a dream come true. The e 

commercial oftware package promi e the eamle s integration of all inf rrnation 

flowing through a company - financial and accounting inf rrnation, human r urc 

information, uppl chain inf rrnati n and cu tomer inf rmati n am ng th r . r 
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reformatting data from one system or use to another, for upgrading and debugging 

obsolete software code, for programmino- f ommunication links between systems to 

automate the transfer of data. 

Implementation of nt ·rptt: · Jlannin' · lution provides a real time access to operating 

and finan ·ial dutu: th ., ·t m allows companies to streamline their management 

structur ", cr a tin!, 1latt r, more flexible and democratic organizations. On the other 

hand, the al o in ol e the centralization of control over information and the 

tandardization of processes, which are qualities more consistent with hierarchical 

command-and-control organizations with uniform culture (Davenport, 1998). 

Davenport further notes that the implication of enterprise planning should be viewed as 

an opportunity to re-look at the company's strategy and organization and not as a 

technological exercise. Due to the implication involved in implementing enterprise 

system (ES), the top management must be involved in making decisions for instance on 

which module to implement, which areas of the organization should be computerized and 

what trade off hould be allowed. But Davenport contend that mo t .. 0 , however, 

continue to ie" the in tallation of an E a primarily a technological challenge. Th y 
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Hammer (1990) considers IT as the key enabler of BPR, which he considers as radical 

change. He prescribes the use of IT to hall nge the assumptions inherent in the work 

processes that have exi ted in 1 n b f r th advent of modern computer and 

communications techno! g' H nr lll • that at the heart of reengineering is the notion of 

di continuous thinkin ' tr r · ni zi n and breaking away from outdated rules and 

fundam ntal assumplr n · und ·rl ing operations. These rules of work design are 

organizational g al · that no longer hold. He suggests the following principles of 

reengin eting: organize around outcomes, not tasks; have those who use the output of the 

proces e perform the processes; subsume information processing work into real work 

that produces the information; treat geographically dispersed resources as though they 

were centralized; link parallel activities instead of integrating their results; put the 

decision where the work is performed and build control into the process; and capture 

information once and at the source. 

BPR requires taking a broader view of both IT and business activity, and of the 

relationships between them. IT should be viewed as more than ju t an automating or 

mechanizing force to fundamentally reshape the way busines i done. BPR hould b 

vie'>' ed a more than ju t a collection of indi idual or even functional ta k but rather in a 

view f r rna. imizing effecti ene . I and BPR ha e a recur i r lati n. htp. I 
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Lacity et al. (1995), out of their survey of 40 US and European companies that grappled 

with the issue of outsourcing, came to a on lusion that the strategic versus commodity 

approach led to disappointment . It i \\ rth n id ring whether an IT system could be 

critical and not strat gic. h tt tS, t\ ' st m could be crucially important without 

differentiating a fit m fnHll it· ' m1 ·tit r' prior to making the decision to outsource. 

Out ourcing wilt 'n·ut · that a c mpany maintains an edge by implementing that latest 

state-or the - art · ·tern \ hile it has been proven that in-house IT departments tend to 

cont nd , ith their in-hou e capability by maintaining the status quo. This, coupled with 

the high taff tumo er in the IT departments, is making most top management think of 

adopting outsourcing as a cheaper option of maintaining a sustainable competitive 

advantage. Lacity et al. point out that just because a system was business critical or 

strategic does not mean that all its elements had to be kept in-house. 

Bensaou (1998) observes that while a Chief Information Officer might spend time trying 

to develop an IT strategy that perfectly mirrors the company's strategy, a Japanese 

executive would skip that step and base IT investment decisions on simple and quantified 

performance improvement goals. 

Martin et al. 1995) note that toda IT pia · a role m m t a pe t f th mpan ' 
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increased opportunities for using IT to achieve strategic advantage, requires CEOs to re­

examine what they need to know about thi r ource to manage it effectively. They 

further note that we are moving a\\ '1 fr m pr ing systems that give weekly or bi-

weekly reports toward t hn l it:· that hl:lp us move information to our associates 

faster. In other words, w 11 m in away from systems that stand beside our business 

to technologi ·s thut ,u m r integrated with the work of our associates. We are aware 

that manag I" huv t en ure that information is accessible across the business. This 

r quire compam to integrate their systems that have long been isolated from one 

another. 

2.3 Information Technology and Organizational Strategy 

An organization relies on the external environment for its input resources (human, 

physical, and financial etc), transforms them into outputs, which go back to the 

environment (market) as outputs (goods and services). The external environment 

influences a firm's choice of direction and action and its change interrupt the cycle. 

Understanding the trends characterizing the external environment helps in formulating 

trategy. The e ternal en ironment force include among other changing c n umcr 

need , economic condition , natural \ eather phenomena, trading bl k , comp titi n, 

o io-cultural and politico-legal, and technologi al (Pearce and R m n, 2 3). 
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competitors and that their products/services attract the market. With the environmental 

changes becoming more turbulent, strateg i in r asingly becoming more useful. 

Chandler (1962) defin tn\1 a. th d 't rmination of the long-run goals and 

objectives of an nt 'tpn: . Jn I th adoption of courses of action and the allocation of 

resource · n ·c ·ssar ' r 1 arr m out these goals. Johnson and Scholes (2002) define 

strat gy a, b ina a ut direCtion and scope of an organization over the long term. 

Th ref re, trateg a unif ing theme that gives coherence and direction to the actions 

and deci ion of indi iduals or organizations. 

Business strategy focuses on building new advantages, which increase customer 

satisfaction and create distance from competitors, maintaining existing advantages and 

compressing or eliminating the advantages of competitors (Boar, 1998). Boar further 

classifies all advantages into five generic categories and in consistent with Porter's 

sources of competitive advantage (Porter, 1998): cost advantages -being able to provide 

products and services more cheaply; differentiation advantage - create a product or 

service offering highly desirable feature /functionality; focu advantage - meeting the 

pecific need of a particular cu tomer· e ecution ad antage - permitting an organizati n 

to er e cu t mer need in a more upenor manner than ther ; and mancu crabilit 

advantag _ p rmitting an rganizati n t adapt hanging r quir m nt m r quick! · than 

th . B ing maneuv rable p rmit an rganizati n t c n tantl r r h th th r t p 

of adv nta 



Collis and Montgomery (1995) assert that competitive advantage can be attributed to the 

ownership of a valuable resource that enable a company to perform better than 

competitors. Organizations need trnt i oiv direction and purpose, and deploy 

resources in the most ff t1v mann r, ·md t coordinate the stream of decisions being 

made by diff r nt m rnt r th r anization. Success of the business strategy is 

attain d if thr <.:ompanv a hi ' it strategic objectives and targeted levels of financial 

perf rmanc . 

From the foregoing, it follows that an ICT strategy will focus on the impact of technology 

change in the environment and the development of appropriate ICT capabilities thereby 

ensuring that the company is positioned to take better advantage of technological 

opportunities available thereby using critical resources optimally. It is through the ICT 

strategy that organizations become aware of and plan for changing technologies. The 

implementation of the ICT strategy is the responsibility of the executive management 

assisted by ICT steering committee (De Haes and Van Grembergen, 2004). 

ICT strategy contains the technology cope (how IT creates bu ine opp rtunitie ), 

vi ion, the competence (how IT create bu ine advantage ) the go cmance tru tur 

(what e temal relati n hip IT depend on), ecurity tru tur (h v t mitigut n k , 
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processes that ensure that the organization 's strategy and objective are achieved (De Haes 

and Van Grembergen, 2004). 

IT governance disciplin ar m )!' It!.. I to I ·ad to the effective use of technology to 

enable and supp rt th ~ I u ·in ' Th pervasiveness of IT and the importance of 

information u · un ·nt r n · a ·t imply that the enterprise's IT governance processes 

need l b" id ntifi d and a essed (Guldentops, 2003). Recently, Lion of Kenya 

Insurance ompan et up an ICT strategy committee to oversee IT investment and 

related deci ion . IT governance challenges lies in controlJing and managing IT risks 

while maximizing return to business. IT governance also provides a fusion between IT 

and business and helps to obtain needed IT involvement of senior management. 

Because all resources depreciate, Collis and Montgomery (1995) note that an effective 

ICT strategy requires continual investment in order to maintain and build valuable 

resources. The ICT development plan (a critical component of ICT strategy) is a 

representation of the current and the planned ICT systems in the time ro ter, in the 

organizational and technical context and in their mutual linkage. Thu , an I T 

development plan i the reference for all ICT in e tment of an organization and f rm 

an input to trategy implementation through the budgetmg pr e . It furth r n ur that 
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ICT training and skill development program should be developed in conjunction with the 

Human Resource function. Thi en ure that mployees have the necessary skills and 

competences to make use of th r ur ' ithin an IT policy and guidelines on the use 

of deployed systems (Bra ·w II ;lnd llarm n, 2003). An IT organizational structure 

delivers the information "lpiwl ;I ·· t, ·upports and operationalizes the business and ICT 

trat gies. 'J h · p stti ning f the IT function in the organization and supportive IT 

structur, i · Ciiti 'al t the ucces ful implementation of the ICT strategy and thereby 

aligning th bu ine and ICT strategies in pursuant to organizational goals and 

objectives (Gold, _003). Dixon and John (1989) group IT functions as Management of 

Technology (computer operations, communications/networking, emerging technologies, 

planning - technology) and Management of use of Technology (systems development, 

end-user computing support and planning applications). 

IT/ICT strategy is one of the functional strategies necessary for a company especially one 

that utilizes IT for its core business functions in addition to other supporting function . 

Companies that intend to embrace IT for core function need to formulate comprehensive 

ICT strategies. Hogbin et al. (1994) ob erve that companies today face a variety of new 

challenges that demand focu on IT trategie . Market continue to change m r rapidly 

than e\'er, requiring enhanced fie ibility " ithin the orgamzatton. In rd r t remain 

comp titiv , c mpam mu t gather and utilize b tt r informati n ab ut u tom r in 
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IT to be more responsive to the long-range needs of business strategy and for other 

business functions to make better use of IT to tay competitive. 

Essentially, optimizing tht. tnt rn It n t tw n lT and other business functions is what 

'IT alignm nt' is all •tbllUI .tnd a an t of factors make this quite a complicated task. 

Fir t, whut mu a one-way process of designing information systems to 

cnabl th I r -d fin d c rporate trategy is actually much more integrated. Marketing 

and op rating trategie today depend heavily on the current state of IT. Business 

reengineering plans are usually dependent on the available technology and must be 

redesigned when new functionality becomes available. Marketing strategies today must 

take into account technologies such as data warehousing and mining as well as the 

Internet. However, because these technologies are still emerging, developments would 

require significant strategic changes, lest other companies will use technologies faster to 

gain a superior competitive position (Mankin et al., 1996). 

Neumann (1994) notes that as a result, not only is IT strategy dependent on corporate 

marketing and operating strategic , but al o marketing and operating trategie ar 

dependent on IT. Thi circular dependency require tight integration between th 

development of the e trategie . The mo t ucce ful compam are tho that md and 
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of technological developments and a changing consumer and competitive environment. 

Without aligned strategies, companie ' ill not act a competitively as possible. 

Boar (1997) outlines four c ntr II ts:u : that shou ld be analyzed in the development of an 

IT strategy. First is th I usin · p' (cs entia! characteristics of business- idea 
' 

cone pt , fotnwlu). ' nd i the ahgnment i.e. balancing purpose and activities across 

organizati nal gr up HR, R&D, marketing, production, among others) to achieve 

bu ine goal , but cannot eek perfect harmony because this eliminates creativity and 

thereby competiti eness. Third is the directives and assumptions i.e. IT planning should 

be responsive to company needs. Planning should occur in a staggered but parallel 

manner to the business planning activity. Finally, fourth is the position i.e. that which 

covers the analysis of current situation across multiple strategic dimensions. 

The need for alignment between the ICT and business strategies cannot be understood. 

The business needs to take full advantage of its ICT capability while at the same time the 

ICT capability should be able to support the business strategy. A lack of alignment 

between the IT and the busine could lead to sub-optimal u e of re ource and cau e the 

organization to Joo e out on the ynergi tic benefit thereof. According Waruingi 

(2 03), the alignment of IT and bu ine trategte c ntri ute t the d pm nt f 

long-term ·u tainable comp titiv advantage. hi alignm ar nditi n r r 

or ranization I ffc ti ne (Luftman, umann 1 c ut that lack f 

ali nm nt b t\\C n th and bu in af c l a rnpan •'s c rnp titi\' nc 
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therefore may be sidelined by companies that are taking better advantage of technological 

opportunities. 

According to Kariuki (2004), th tnt liti nal appr ach to structuring the organization has 

been to construct th m >d I <tr und th' omponents in such a way so as to maximize the 

ef'fectiv ness b wht ·h 'l!Jt ic als and objectives are translated into business results. 

Con 'cqu ntl . th 'tructure of the organization will be different from those businesses 

operating in different markets, those utilizing different technologies and those facing 

different competiti e and legislative pressures. 

Karmarkar (2004) notes that reorganization of processes necessitates change. IT has 

enabled organizations to reconstitute in an effective and efficient manner. Its differing 

use in each organization coupled with its changing role in the business has led to a 

continual replacement within the organization structure. A change in the environment 

requires a change in the strategy of the organization, which in turn requires a supporting 

organizational structure for operationalization. IT and the cultural values as umption 

drive and influence all the decisions made in the organization. As uch, ICT een from 

the view of technology (an environmental factor) and/or a a trategy, ha a dire t ff ct 

on hO\ the organization i tructured to b able to upp rt trategy. 

Porter and Millar (1 5) b n ·e that I 's influen on c mmunicati n and 
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facilitated various structures for improved and optimal perfmmance and efficiencies. 

These include matrix structures, d ntraliz d structures, global/divisional/group 

structures and wider span. IT' v \uti n ha another consequences: where the old EDP 

department only had on li nt' \ ithin th organization, the later IT department 

suddenly ha · v ry ·mpl) ' · · ha' tn• a P connected to the network. This called for an IT 

structur and strut· •y t that upports, controls and coordinates the function's activities. 

rvi,' orgunizuti n, · (banking, insurance, publishing etc.) non-material products cannot 

exist without 1 T. In man organizations, this is reflected by the presence of an IT 

representative in the senior management team acting as the link between the business and 

ICT. The placement of the representative and the IT function in the organizational 

structure has equally changed with the changing role of IT. 

Collis and Montgomery (1995) point out that a company will be positioned to succeed if 

it has the best and most appropriate stocks of resources for its business and strategy. 

Businesses that have high dependence on IT and their processes and products are IT 

intensive have strategically positioned IT in the organization structure. ICT u tains and 

extend the oraanization' strategy and objectives. Reyhold (1995) note that the value 
1:> 

attached to IT ane from company to company and even among differ nt rganization 

within the arne indu try. For orne, IT 1 p rcened a a t I t rgani:tati nal 

effe tivene and pr fitabilit ·. F r other . h w uch te hn I g 1 vi ' cd a m r 1 

an dmini trativ on\' nicn ar v1l 

th mp ny hould r r ben lit fr rn it mv tm nt in l'T . 'I th 

r turn n inv tm nt , I I rnu t ti d int lh 



Successful companies within a given industry attempt to position themselves relative to 

their competition by: becoming the low 

industry; or developing specializ d 

others in the industry; or ntr:H on 

o t producer or service provider within the 

r products that set the company apart from 

!ling to particular market or occupying a 

specific product nich . :" II a.- l'l1 ·uring IT supports corporate strategy, managers must 

be abl to id •nttr PI ttuniti · t eize a competitive advantage (Reyhold, 1995). 

2.4 The Strategic Role of Information Technology in Organizations 

Luftman et al. (-005) point out that the strategic use of information technology is now 

and has been a fundamental issue for every business. In essence, IT can alter the basic 

nature of an industry. The effective and efficient utilization of information technology 

requires the alignment of the IT strategies with the business strategies, something that 

was not done successfully in the past with traditional approaches. New methods and 

approaches are now available. The strategic alignment framework applies the Strategic 

Alignment Model to reflect the view that business success depends on the linkage of 

business strategy, information technology strategy, organizational infrastructure and 

processe , and/or infrastructure and proce ses. According to Bunni t r and Remenyi 

(2005), trategic u e of Information Technolog take a strategic _[! cu ed 

approach to infi rmation techno! g . Thi i n n-t chnical and cmph ·iz . framcw rk 

for ma:imizing the alue fan rganizati n' c:i ting infi rm ti n t hnolog · as cts a 

\\ell , ~ u ing inform tion y tern ton.: ·hap· rganizati nul stratcg · and ulturc. 



Unwala (2004) points out that a successful implementation of a good ICT strategy 

delivers great value to the business. Inve tm nt in ICT such as information, knowledge 

and skill, processes and softwar nr int·1n ibl a cts that create future benefits to an 

organization. They arc cmpl ' tl tn ( njun ' tion with the tangible assets. Realizing this 

characteristic off rs an tntp Hl,llll 1' f I T by business managers and investors and 

how th y muk · d •ctst n · a ut tt. I should add value to the business and be able to be 

clearly · n t d · b all takeholders. 

ICT's role to the business is a soft issue attracting different views and values being 

placed on it. The value amassed from ICT can be defined as the added value that an 

organization enjoys with the adoption of ICT in one or entire part of its business 

activities. This value is categorized based on perception of and/or the actual/true value 

that ICT brings to the business. Perception is the dynamic psychological process 

responsible for attending to, organizing and interpreting sensory data. It is a process by 

which individuals organize and interpret their sensory impressions in order to give 

meaning to their environment. The perceiver, the target and the ituation influence 

perception. Ignorance of the perceiver and expo ure to a situation hinder the ability of the 

perceiver to re pond and act in an effective way to the ituation. imilarly, the c rp rat 

management' p rcept1on of the alue of ICT i hmdered by their perceptiOn of 1 

(Hucz ·n ki and Buchanan, 2 01). 

'J h p 1\ 
th pl. em nt 
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prior learning and experiences by individuals and organizations have led to different 

perceptions of the same situation. Fun tion uch as ICT are perceived differently in 

organizations due to different nttributi n about them. Often, many individuals and 

organizations don't r tltt htll 1111 rpr I what they see/perceive and call it reality 

(Heider, 1958). 

1 T ha · b, '11 blam d fa1rl or unfairly so for many business failures. On the contrary, the 

offering of 1 T to bu ine s have been underestimated. Selective perception where 

people electi el interpret what they see based on their interests, background, 

experience, and attitudes are amongst other errors identified. Much of the perception can 

be described as classification or categorization. Through perception, ICT can be 

categorized as strategic, important or non-core activity of the organization and thereby 

being positioned accordingly (Heider, 1958; Huczynski and Buchanan, 2001). 

Being a soft issue, ICT's value is difficult to measure with different weights being given 

by different people depending on their knowledge ability and/or perception of ICT. Like 

other intangible a sets, valuation of the true worth/value of ICT ha relied on percepti n. 

Since perception i hard to quantify/mea ure, and i ubject to bia f 

ignorance, IT i een a a center of co t m tead of the value center that it a tually 1 . 1 

deci ion are made to impr ve bu me rf rmanc , and \ ith a d m n tra 1 R I in 

mind. rganization arc now mpl ying th u f I lr m a st nt r t a valu cnt r 

(II m k rand I lulton, 20 -l . 



The strategic role of ICT can be seen as the true measurable value/worth of ICT to the 

business and is realized through the uc e ful implementation of ICT strategy. Executive 

management should be focu d n m ::t urin cra in from ICT investments. The large 

amount of money spent n 1 , ·mtl th :trut i opportunities and risks those investments 

present; neccssitat bo·tn.l -1 ., ·I n. k management and governance activities for IT. 

According to "'han, ·pt. 111t orp ration (a US based IT business management company), 

studi c ndu 'l d h '' that enterprises that implement effective IT Governance and 

Board-lev I IT oYer ight frameworks such as the IT Board Committee realize 

significantly greater returns on IT investments and 20% higher profits than profits with 

poor IT Governance. According to Weill et al. (2004), businesses with superior 

governance practices generate 20% greater profits on average than other companies that 

share similar goals of making IT spending more effective and better aligning technology 

resources with business needs. 

Feeny and Willcocks (1998) note that as IT penetrates to the core of operation , so its 

reliability, the speed with which IT solutions can be delivered, and under tanding of new 

technologies and their potential application became bu ine critical. The gr wth of 

bu ines proce s re-engineering ha al o concentrated mind . Re earch ha " n that IT 

i regarded a a key enabler of the pr e s - a ed orgamzatton " ithin th 

delivery and upp rt be me ke performan e mdicator f r th funct1 n. ondl ·. 

uccc i\e r 
mp titi n hav I d t 

p!i 
eth r' ith m r 

II t d m th bu in v lu . it nt . I hirdl •, th 



term shift in the way organizations are configured and managed. In pursuit of "core 

competence" strategies, an increa ing numb r of firms look to apply the principles 

embedded in a core-periphery m d I f fun ti ning. A related fourth trend has the 

growing number, siz and m·mmr t f ' l mal l ervice providers. Senior executives 

have been attract ·d b, th · ut" ur ·inn potential for IT driven by supplier promises of up 

to 4Q<}i, l'l' co ·t r ·tlu 'ti n . the "bandwagon" effect, disappointment with in-house 

performan, uncV r the de tre to focus on core activities in difficult economic and 

comp titi v climate . 

Through ICT, countless suppliers, vendors and partners are connected to organizations' 

systems, some on the periphery, some so tightly integrated that they have direct access 

to/or are part of the organization's processes giving the organization the power to think 

faster, share more easily and react together as one. As an on demand business, it is the 

organization's point of strength. E-business/Intemet backed by back-to-back systems has 

enabled many organizations to enjoy the benefits of ICT. Using its world-class 

manufacturing infrastructure leveraged on IT, Dell has managed to operate on no more 

than two hour inventory at a time. This program paid it elf in the fir t twelve month of 

operation and ha allowed Dell to adapt more quickly t rapidly changing techno! gi 

and maintain it po ition a a high-p rformance bu me Han ard B u me R ' 1 -. , 

0\.- 3pg6). 
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must be done in comparison to other business projects and appraised accordingly as 

business projects. According to Weill t nl. C-004), effective IT governance tends to have 

joint decision-making between bu in ltld TT managers on prioritizing technology 

projects. Evaluation of 1 tn\ 'tm nt:/proj 'tS against other opportunities the company 

can pursu or th • · )nt{ 111 '· II R ·n ures that only viable ICT investments are 

undcrtak n. With lhi · und r ·tandmg, the way ICT is treated in accounting thereof must 

be id 'ntifi d; wh th r it repre ents a long-term platform and so be amortized over the 

extent of it u eful life or an expense. 

For an organization to enjoy the strategic value of ICT, a strategic alignment between the 

business and ICT strategies must be present. IT should be integrated into the business 

strategy forming the basis of the ICT strategy. Through this alignment, IT is able to 

support and anchor the business's competitive strategies. IT personnel must be fluent in 

both the business and technology, and make investments based on a solid understanding 

of the technologies involved and how they will support the business strategy. Waruingi 

(2003) quotes one of the respondents as saying that "the IT directors are expected to be 

part of the trategic think tank of the organization owing to the importance and amount of 

IT inve tment in our organization". IT hould, thu • be viewed in the context f th 

comp titlve land cape and how it can forge the company ahe d. 

Port r ancJ 1illar 1 5 that inC rm ti n t hn I gy i en ratin mor data a a 

omp n p r rm it a tiviti mcJ i 1 nnittin r .tptur in mnati n that 

v n t or . u h t hnol m · r rn r m 



analysis and use of the expanded data. The number of variables that a company can 

analyze or control has grown dramaticnll . Th y also note that information technology 

has a powerful effect on comp titiv p . Information systems allow companies to 

coordinate value activiti in far-llu n•) t)t oraphic locations. 

In any corn pan . I nt r and !I liar (1 985) further note that information technology has a 

powerful efT ct on mpet1ti e advantage in either cost or differentiation. The technology 

affects value acti itie themselves or allows companies to gain competitive advantage by 

exploiting changes in competitive scope. In lowering cost, information technology can 

alter a company's costs in any part of the value chain. The technology's historical impact 

on cost was confined to activities in which repetitive information processing played a 

large part. In addition to playing a direct role in cost, information technology often alters 

the cost drivers of activities in ways that can improve (or erode) a company's relative cost 

position. The impact of information technology on differentiation strategies is equally 

dramatic. As noted earlier, the role of a company and its product in the buyer's value 

chain is the key determinant of differentiation . The new information technology make it 

possible to customize products. 

Information technology can alter the relation h1p t\: c n c mp tJtl\e and 

comp titivc advantage. The technolog in rea a c mpan ' abilit t rdinat it 

activitic regi nail nati nail • and gl ball . It can unl k th p \\ r of ht d r . 
g og, phi cop to r at com tit i \' n r volution i 1 ·.uin ' 

int rrcl ti n hip mon in lu tri th t \\' vi u " m Ill Ol 
" 



computer and telecommunications technologies is an important example. This 

convergence has profound effect on the tru ture of both industries (Porter and Millar 
' 

1985). 

Porter and Millar's ( 19 aluc chain helps explain the role of information 

technology in supp 1rt11u! u ·•ne · activities and how they are continually transformed as 

technology d I p : de\ elopments which have seen even products/services and markets 

getting tran formed. In Porter's view, the value chain is a system of interdependent 

linkage . In other words, the way one activity is performed may affect the performance of 

others. The value chain of a particular industry works within a larger system of activities 

called the value system. The value system includes the value chains of suppliers, of the 

firm, of the channels through which the firm distributes its products and services, and of 

the ultimate buyer. 

Information technology has an effect on the value chain by transforming the way value 

activities are performed. Each activity in the value chain has a physical component and 

an information-processing component. The physical component encompa e the 

phy ical ta k needed to perform the acti ity, and the information-proce ing c mp ncnt 

include the tep invol ed 111 capturing, manipulating, and channeling th 

to carry ut the acti 1ty. The information pr · ing c mp n nt f a h alu a tivit · is 

b ing incr a ingl . upport d b information te hnolog ·. 1 he upp rt and h nc trat j 

role of 11 . plain d h r can h pre ntcd in I i urc I b lm\ . 



Support 
activities 

omputcr aided design and 

manufilctnring __ 

Pun;hast n ': On-lin ' links to su Jiers 
_....;....._ ... -- -"~L=.::..=--

----

Primary activitie , --
Inbound logi tics Operations Outbound Marketing and 

logistics sales 

utomated Process control On-line Market analysis 

\ arehouse systems Manufacturing order entry Product 

Control systems systems profi tabi 1i ty 

Figure 1: Information technology supporting value activities, Porter and Millar, 1985. 

Schultheis and Sumner (1995) note that new information technology is fostering new 

business opportunities. Videoconferencing, a technology that makes it possible to hold 

electronic meetings, could present enormous avenues for firms to access new markets. 

Once information technology is in place, companies can market new products and 

services via existing networks and databases. Companies with excess computing capacity 

are able to market information services as a new busine s opportunity. In addition, inter-

organizational systems have evol ed to facilitate the timely e change of information in a 

highly competiti e marketplace. Information partnering or forming tratcgic allianc 1 , 

the driving force behind the emerging ele tronic mark tpla . hc:e mformation 

P·•rt · · of the n w marketing nvir nment. 
u nenng ar r pr cntauve 

, an 

informntion 1 ilitator provid the n t\ •ork through which the.; variou participant an 

int t. I~l troni al hann I du th c) t of I tin UJ plic , r lin 

Service 

Remote 
machine 
diagnosis 



merchandise and reconciling errors. Customers can save money by ordering just-in-time 

mventory via electronic marketplace. 

As information tcchnolog b m ' mor widespread, Bunnister and Remenyi (2005) 

observe that the opportun1tl ·s t tak advantage of a new competitive scope will only 

incr as . Th · b ·n !'it · f · p (and the achievement of linkages), however, can accrue 

only wh ·n the inf rmation technology spread throughout the organization can com­

municate. Complete! decentralized organizational design and application of information 

technology will thwart these possibilities, because the information technology introduced 

in various parts of a company will not be compatible. 

Bunnister and Remenyi (2005) conclude that information technology has become the 

generally accepted term that encompasses the rapidly expanding range of equipment 

(computers, data storage devices, network and communications devices), applications and 

services (e.g., end-user computing, help desk, application development) used by 

organizations to deliver data, information, and knowledge. Information technology (IT) 

provides strategic value to all parts of the busi ness. Support of the admini trative 

infrastructure (re ponsibilities and authority tructure of the enterpri e), key bu ine 

proce e (hO\ important bu ine function operate or n \ ), and peratJOnal kill ' (day­

t -day upport of taft) repre nt three ignificant area . I u d t r due c ). t , 

enhance pr du 1 and cr icc uality, impr \ 'C cu tom r rvic . int rat supplier and 

cu tom r op ration , and cnabl organizational I amtn . In~ rrnmion t hnolo ') j •1lso 

u reate n " rnarkctin opJ rtuniti . h of inl m1 tlil n t hn lit , 



makes a powerful impact on a busines as it is transformed. Companies capturing and 

applying information at each point of conta t ' ith cu tamers will be better off than those 

that do so only at one or a few point . 



CHAPTER THREE: RESEARCH METHODOLOGY 

3.1 Research Design 

The study was condu ·t d 1hr u•1h n ·ro, s-scctional census survey involving all the 

insurance compunl ·s 111 ur bi . h design was deemed appropriate because it proved 

u ·efu l in d · · Ti ing th haracteri tics of companies and determining the frequency of 

k y attribut · f the tud 

3.2 The Population of Study 

The population of interest in this study consisted of all insurance companies in Kenya. 

The number of the companies was forty two as at March 2006 according to the list that 

was obtained from the Commissioner of Insurance (Appendix II). All the insurance 

companies in the country are located within Nairobi. 

3.3 Data Collection Method 

The tudy u ed primary data which wa collected u ing a semi- tructured que tionnaire. 

The que tionnaire wa divided into four ection . ection one ought g neral inforrnati n 

about the company (Organizational profile); e t10n t\i licitcd data n rganizati nal 

bu ine tmteg : e tion three f u d on th rganizati n' I trat g ; and . 

tud targ t d I and tr at mana' r 

in th companic . h qu tionnair ' a tdmini t fi d thr u 'h m.til md/ H. 

'dr p nd pi ·' I t r m thod. 



3.4 Data Analysis 

Data coJiected was edited for mpl 1 on i tency, coded, labeled, and keyed 

into the SPSS program fl r trw I :is. 'I h' data was then analyzed using descriptive 

stati ti ca l tools or unulyst · m ·an ·, fr •qucncics, percentages). To achieve the objective of 

determining tb ·tnt gt r le of IT, the study used mean scores for each of the role. 

Thes wer generated together with the frequencies and percentages which helped 

determine the proportion of respondents for each of the strategic role statements. The 

findings were then presented in frequency tables. 



CHAPTER FOUR: DATA ANALYSIS AND DISCUSSION 

4.1 Introduction 

The study was d ·ign • l \\ tlh th objective of determining the strategic role of 

information und c l111111Uilt ·au n technology among insurance companies in Kenya. The 

data that wa · anul z d \\a pro ided by Information Technology and Strategy managers 

of th re pecti e in urance companies. Out of the forty-two insurance companies, all of 

which were served ~ ith the questionnaires, only twenty-eight responded by returning 

filled questionnaires. This formed 66.7% response rate, which the study considered 

suitable for analysis. 

To achieve the study objective, the respondents were required to respond to general 

organizational profile and strategic planning issues in their companies. They were then 

presented with statements describing the strategic role of ICT in their organizations on 

which they were to indicate the extent to which the companies have used ICT for each of 

the strategic role described: not at aJI; very little extent; moderate extent; great extent; and 

very great extent a applicable in their re pective organization , by coring on a 5-p int 

Likert cale. Thi chapter cover analy i of the rc earch finding and di cu ·ion in lin 

with the objecti e of the tudy. 

4.2 r anizational Profil 

t which 
d und r or miz ttion, I pro 11 in luI 'lh \ hi h 

could d t nnin th c. t nt 
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include ownership structure, organizational size, and geographical coverage. The findings 

of the study are explained and discu ed b 10\ . 

Under ownership tructur , th . ttl i 'l n:id r d two aspects viz. local ownership and a 

company b ing a subsu.lt·ll I mulunational company with public shareholding. These 

pcr'p ctives will d ·t rmm th' I cl of inter-company networking that will be required to 

en urc that organizatl n operations are run efficiently. A JocaJJy owned company will 

not require an elaborate net'> orking as a subsidiary of a multinational company will. The 

findings of the stud are presented in Table la below. 

T bl 1 0 h' t tu a e a: wners ip s rue re 
Frequency Percent 

Local 22 78.6 

Subsidiary 6 21.4 

Total 28 100.0 

Source: Research Data 

The results show that of the 28 respondents, 78.6% are locally owned while 21.4% are 

sub idiaries of multinational companie . It i therefore evident that mo t of the 

companies operating in the indu try are locally O'> ned and their adoptt n and u e f 

information and communication technology '> ould be f r r a on th r than int r-

company networking ,. ith other ub idiane and head f tce a '> uld b f r mpanic 

v. hich ar ub idiarie of multinational compani · 

r aniz tiona! iz b • num rot crnplo 

m m th u 
h ·in th •i \\ 
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ICT and also as a measure of how large the organization is. Table 1 b presents the 

research findings, which indicate that mo t rganizations 29 (96.7%) have less than 500 

employees with only one (3 . 3 ~ ) ha' in , t I\ n 501 and 1000 employees. 

~blc lb: Orgnniz ttion al Si..:l' umb r of Employees) 
..... - I~r •qucncy Percent 

Bel w 500 27 96.4 

SOL-1000 1 3.6 

Total 28 100.0 

Source: Re ·earch Data 

The results indicate that most of the organizations have maintained a low number of 

employees possibly due to their bid to downsize and instead have utilized technology to 

do most of the business operations. 

Lastly, under organizational profile, the research looked at the organizations' dispersion 

in terms of geographical coverage, that is, the markets that the organizations erve 

looking at three main perspectives: local, regional, and international. Thi a pect hinge 

and/or relate, to some extent, the owner hip structure in term of information and 

communication technology requirement . The tudy finding are pre ent d in Ta Je 1 . 

Table lc: 

7.1 
lC .0 



ICT and also as a measure of how large the organization is. Table 1 b presents the 

research findings, which indicate that mo t organizations 29 (96. 7%) have less than 500 

employees with only one (3.3~) ha in b tw n 501 and 1000 employees. 

T b b fE ) 
a lc lb: Organiz •tio•~2'' '. um ero •IJ!p oyees II' 

Frequency Percent 
f-
~low 500 27 96.4 

501-1000 1 3.6 

Total 28 100.0 

Source: Research Data 

The results indicate that most of the organizations have maintained a low number of 

employees possibly due to their bid to downsize and instead have utilized technology to 

do most of the business operations. 

Lastly, under organizational profile, the research looked at the organizations' dispersion 

in terms of geographical coverage, that is, the markets that the organizations serve 

looking at three main perspectives: local, regional, and international. This aspect hinge 

and/or relate, to some extent, the owner hip structure in terms of information and 

communication technology requirements. The study findings are pre ented in Table lc. 



The results indicate that of the 28 respondents that participated in the study, majority of 

them (85.8%) serve the local market, that i operate only within Kenya, 7.1% of them 

serve regional markets (East fri an R gi n), while the other 7.1% serve international 

(worldwide) markets. Th r ult lt in lin with those of the ownership structure as most 

of the compani · m I >·all • ' n ·d, h nee serving the local market. Similarly, their 

inf rmation and · :>mmum all n technology requirements will be for other reasons other 

than for ign branch and inter-company networking. 

Cross tabulated re ults indicated that 90.9% of the 22 insurance companies that are fully 

locally owned also serve the local market while the remaining 9.1% serve the regional 

markets. Further, the results indicate that 66.7% of companies that are subsidiaries of 

multinational companies serve the local market while remaining 33 .3% serve internal 

markets. These results underscore the reasons why some insurance would embrace the 

use of information and communication technology in a more extensive scale than others 

coupled with the capability of the individual company to invest in such undertaking. The 

cross tabulated results are presented in Table ld below. 

Local Total 
Owner hip 20 22 

4 2 6 
24 _8 

ur :R 



The market coverage of the insurance companies was also cross tabulated against 

organizational size and results indicate that 85.2% of the companies which are smaller in 

size serve entirely the local mark t whil r f w, 7.4% each serve the regional and 

international markets r p ltv I . h r 'ult further indicate that the one company 

whose size i r lativ ' ltr • · n : th' I cal market. Table le presents the findings as 

shown b low. 

h" I Table le: Organizational Size - Geograp. 1ca coverage cross tabulation 

Geographical Coverage 

Local Regional International Total 
Organizational Below 500 23 2 2 27 

Size 501-1000 1 1 
Total 24 2 2 28 

Source: Research Data 

4.3 Organizational Business Strategy 

An organization's business strategy is the pathway through which its vision and mission 

are achieved. For the research to achieve the overall research objective, the need to 

establish whether the companies have clearly articu lated vision and mission statements 

was necessary. The findings of the study are shown in Table 2a below. 

28 



The results generally indicate that most companies have clearly articulated vision and 

mission statements. Of the 28 companie that participated in the study, 26 (92.9%) 

indicated presence of company vi i n and mi ion tatements while only 2 (7.1 %) 

indicated absence of uch tat m nL . h 0 ncral indication of the results is that most 

companies arc cnga 'in, tn Mr ll i planning and for them to be competitive in the 

indu try , busin · ·s that are crafted to compete derive the strategic intent and the 

product mtu·k t · p d fined in the vision and mission statements. The same results were 

duplicated upon enquir of the existence of business strategy in the companies. The 

results are a shm: n in Table 2b below. 

Table 2b: Presence of Business stra e2y t 
Frequency Percent 

Yes 26 92.9 

No 2 7.1 

Total 28 100.0 

Source: Research Data 

The company vision and mission that lead to the development of the various busi ness 

strategies are not resu lts of ju t a one-ti me event but of a coordinated process. This is the 

trategic management or planning proce and various organization adopt different 

mode to undertake thi proce . An organization ' trategy become a product of uch a 

proce " ho e degree of formality lie bet'> een t'> o extreme : highly formal and highly 

informaL he mding of the tud regarding the degrc f f rmality r the kmd f 

plann ing foil \ , d b in uranc c mpani ar h wn in abl 2c b 1 " 



T t . able 2c: Degree of forma ity m stra eg1c p annmg 
Frequency Percent 

Highly formal 9 32.1 
Formal 1-+ 50 
Semi formal 5 17.9 
Total - 100.0 

Source: Research Data 

Result of th · r · · 'Lll"'h indi at that a ignificant proportion (32.1%) of the companies 

(follow a high! formalized trategic planning process in coming up with their strategies. 

Majority (50% of the companies follow an ordinary formal process while 17.9% of them 

follow a semi formal strategic planning process. 

Closely linked to the degree of formality in strategic planning is the period for which the 

resulting plans cover. Plans that cover up to a maximum of five (5) years were considered 

as long-term plans. Table 2d below presents the study findings with regard to the 

planning period among insurance companies. 

Table 2d: Companies planmng per10 ' I 'd 
Frequency Percent 

0-1 Yr 5 17.9 
1-3 Yrs 9 32. 1 
3-5 Yrs 14 50 
Total 28 1_90.0 

Sour e: R ear h Data 

Th tnding , that half (5 , ) of th c mpanic c m up ' ith plan that r 

h l\\ n , ar . I Iov. v r. a igni tcant pr p rti n f compani 17. ,c hJ\ 

plan th t rc h 11 t rrn cov rin p riod of I ar \ ith - .1 c ha\in th ir 



plans covering periods between 1 and 3 years. The tendency of companies developing 

plans that cover short periods could b attributed to the nature of the business 

environment in which they are op ratin mu h o that long-term plans are broken 

down into shorter period actiOn plan . 

The strat gy d ·v ·lopm '!1l 111 orgamzations is an exercise that is undertaken through 

ex ten ' i vc con 'ulluti n \\ 1th arious stakeholders. The study intended to establish 

whether in urance companies develop their strategies within themselves without 

involving e ternal parties like consultants, and if so the mode that is adopted. It was the 

feeling of the researcher that the implemented strategy of any organization has to be 

owned by the implementers, hence the way and/or where such strategy is developed 

determines its success or failure. The findings of the study are shown in Table 2e below. 

Table 2(e): In-house development o t e company s usmess strate2v f h ' b . 
Frequency Percent 

Yes 25 89.3 

Partly 3 10.7 

Total 

Source: Research Data 

28 100.0 

According to the tudy finding , 25 companie out of the 28 tudied companie (89.3~) 

were found to ha\e their trateg1e de eloped in-hou e. Thi i in contra t "' ith th 3 

(10.7o/) mpanie that ha c their tratcgie partly d vel p d \ ith e t mal parti . h 

mding c n mn mmonl · h ld c. p ctation that a tratcgy larg Iy d v 1 p d 

• t mal parti an not b fully ov. ned by or anizational rn rnh , and it i r It to b 



The strategic planning process is ever continuous and for the developed strategies to be 

successfully implemented, mile t n hnv t b d termined through reviews that are 

can·ied out at certain tim durin th imp! 'm ntation period. Study findings shown in 

Table 2(1) below indicat · th ll ( f th' ompanies that participated in the study review 

their trat gi · on · · u ' ur: . 7('1. re iew their strategies frequently while 14.3% of the 

compani · r~vi ' th ir twice a year. For the organizations that develop their strategies 

in-hou , th mo t commonly mode is by way of management retreats which involve 

senior and middle management teams; others do it through executive retreats which 

involve only senior management group, while others review their strategies through 

consultative workshops which bring on board all levels of management (Senior, Middle, 

and Line Managers). 

Table 2(f): Review of the compames usmess s ra egy . 'b . t t 

Frequency Percent 
Once a year 14 50 
Twice a year 4 14.3 
Frequently 10 35.7 
Total 28 100.0 

Source: Re earch Data 

The re ult indicate that companie attach great importance to the review of their 

trategte , 

organizati 

th c mpani t a 

,. htch feed back mformat10n that 1 equally imp rtant to th 

f c ntaining d viati n fr m th e. p t d r ult and ena 1 

or failure of th ir impl m ntati n. p n king t md 

out th m na rn nt roup that • rr ' ut th fC\ i w · rei . it wa I und out that m 
1 



reviews (71.4%) are done by the senior management while the rest 28 .6% are done by the 

Board of Directors as shown in the table belo\ . 

osition o f compan t >us ness s ratcgy review 

s Board of Dir ctor 
Senior Mana' m ·nt 
Tota l 

.- . 
I~ rcqucncy Percent 

8 28.6 
20 71.4 
28 100.0 

Source: Research Data 

It i evident from the abo e results that most insurance companies have extensively 

engaged in strategic planning. Further, the results epitomize the fact that the strategic 

planning process in these companies is to a large extent formal. These findings form the 

basis on which subsequent research findings will be interpreted and discussed. It was 

pivotal for the study to establish the existence of ICT strategy among the studied 

companies in order to pave way for evidenced and fact-precedented interpretation and 

discussion of the strategic role of information and communication technology in the 

companies. Pertinent issues regarding ICT strategy are handled in the following section. 

4.4 Information and Communication Technology trategy 

trategy i about aligning e ery activity to create an offering that cannot ea ily be 

emulated by competit r . An I T trateg} g1 e techn logical directi n and purp 

organize and deplo re ourcc in th m t effect! manner, and c rdinat 

ing mad b · differ nt mcmb of th r anizati n and th 

fun ti n. I or nization ' r I ntl arch ~ r u tuin d uniqu nc s 

md in t 1m o • lu ti n fot cu t{ m 1 , hmt.:h ld 1 , , nd 



stakeholders. An ICT strategy should therefore be consistent with the technological 

environment and seek to capitalize on opportunitie the environment offers. 

In the current busincs en vir nm nt, n numb 'r of changes in the various environmental 

vari ables have led organtz•ttt n · 1 n:td r I T as the norm rather than an option. It is 

on thi pr mi · ' llwl lh ·tud ught to establish the exi stence a full -fledged IT 

dcpm'tment in lh in urance companies. It was fo und out that of the 28 companies, 85.7% 

of them have full -fledged IT departments while the rest 14.3% have not established a 

full -fledged IT department. However, the absence of such a department in the 4 

companies does not rule out the adoption and use of ICT in carrying out their business. 

Table 3(a) below shows the study findings. 

Table 3(a): Existence of Information T h ec no ogy d t epar ment 
Frequency Percent 

Yes 24 85.7 

No 4 14.3 
Total 28 100.0 

Source: Research Data 

The re ult under core the fact that for an organization to achieve a competitive 

advantage over competition, it ha to tap thi advantage through c t leader hip, 

innovation, f u . and peed. Organintion are creatmg, u taining, and c mp unding 

the c advantage thr ugh I T. I T impr e the rganiz ti n' trategtc capa !lit 

th r b · nabling rganizati n t pr vid pr du t and rvic atur that ar valu d b 

u torn , nd h ' nhan in cornpctitiv p r rm me . H n 



IT department in majority of the organizations could be motivated by their need to not 

only achieve competitive advantage but al o b able to sustain it. 

The companies that participat d tn 1h . tud w 'r found to have had varied periods of 

existence in the K nyan bu:tn · '$ n tr nm nt. orne have been in existence for more 

than two d cud ·s whil th r ha e only a few years of existence. It was then 

presuppo d that the m re ear a company has been in existence, the more is the 

likelihood of the compan ha ing had its IT department in existence for considerably a 

longer period a well. The research findings are shown below. 

Table 3(b): Period of existence of In orma Ion ec fj f T h no ogy department 
Frequency Percent 

Under 1 year 3 10.7 
1-5 years 6 21.4 
5-10 years 6 21.4 

Over 10 years 13 46.5 
Total 28 100.0 

Source: Research Data 

From the study findings in Table 3(b) above, it is evident that 46.5% of the companie 

have had fully-fledged IT department foro er 10 year . An equal proportion of 21.4% 

each have had fully-fledged IT department for 1-5 year and 5-10 year re pectively 

while 1 .7CJt of the c mpanie ha e had their IT department f r le than ne ear. 

As carli r b crv d. an organizati n' 'I trat g giv t hn I gi al dtr t I n and 

purpo • r , niz and d plo · in th m st cf~ ti \' mann r, Jnd 

th in rnd b ' diftc nt m rn I fth 0 miz.Hion 
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and the IT function. Research findings on whether the companies have explicitly crafted 

ICT strategy are shown below. 

Table 3(c): Information Tcchnolo . tratcgy among companies 
Fr quency Percent 

Yes 23 82.1 
No 5 17.9 

~al 28 100.0 

Source: Research Dutu 

The finding indicate that 82.1% of the companies that participated in the study have ICT 

strategy, while the rest 17.9% of the companies indicated that they did not have the 

strategy. The results are in line with the widely embraced expectation that business 

strategy should lead ICT strategy with IT being a component of business just as much as 

other 'core functions' are. If IT is not in the service of the business strategy, then IT is 

just a technology in the business that falls short of translating business strategy into 

information technology. Conversely, the ICT strategy should influence the business 

creating a symbiotic relationship. 

Just as the development of a company's bu ines trategy, the development of ICT could 

be equally done etther fully in-hou e or partly in con ultation with external partie . 

Re pondent \ er a ked to tate \ hether their c mpanie ' I trategy i de el ped in-

h u or therwi e and the finding are a h \Vn in abl 3(d) 



T bl 3(d) I h d t fl t f T h a e . n- ouse eve OJ pmen o norma IOn ec no ogy strategy . 
Frequency Percent 

Yes 21 75 
No 2 7.1 
Partly 5 17.9 
Total 28 100.0 

Source: Research Data 

The rc ·ull · indical · that 7 f the companies have their ICT strategy fully developed 

in-hous , 17. ~ huv their de eloped partly with external parties while 7.1% of the 

companies n r de elop their ICT strategy in-house. The findings show that most 

companies would like to own the ICT strategy development process because of their 

unique ICT requirements and for purposes of not being tied to any external parties who 

might hold them at ransom and who might not have a comprehensive understanding of 

their needs . However, the number of those companies whose ICT strategy is partly 

developed by external parties is equally significant and cannot be ignored. This indicates 

the move by these companies to seek to outsource such services. 

Any strategy development process leads to a plan of some sort which is eventually 

implemented as a firm' strategy. The period covered by such a plan varies depending on 

the developments in the busine s environment, which might nece itate re iew and or 

change of the trateg to match the change in the en ironment. It " a the intention f 

the tudy t e tablt h the p ri d \ hich the compante ' I trategy c er . he finding 

ar pr nt d in Table 3(e lo\ . 



T able 3(e): Information Tee h I t t no 02Y s ra egy p. anmng period 
Frequency Percent 

1 Year 8 28.6 
3 years L 42.9 
5 years 7 25 
Over 5 years I 3.5 
Total 

Source: Research natn 
- 100.0 

The rc ·ult · indi ·at thul -.9 , of the companies studied had ICT plans that cover 3 

years; 25% had their plan co ering a period of 5 years; 28.6% had plans covering less 

than one year while 3.5 % had plans covering over 5 years. The results show that most 

companies had their ICT plans covering relatively shorter periods because of the rate at 

which technological changes take place and any changes necessary could be 

accommodated without straining the companies. 

The technological changes and subsequent changes that will be necessary would call for 

review of the companies ICT strategy. As the findings in Table 3(f) below show, 46.4% 

of the companies review their ICT strategies once a year, 14.3% carry out review twice a 

year, 10.7% carry out quarterly reviews while 28.6% review their ICT strategies 

frequently. 



All organizations m general have variou d partments (human resource and 

administration, sales and marketing, a untincr t ) with different IT requirements and 

hence the need for the d v lopm nt r 1 s .'1 'ms which will meet the various needs of 

the departments. In ·uran · · · )11\J ·tni ar not exempt and they have some other unique 

department ov ·r und ub v • th neral departments. It is generally expected that the IT 

system in th , d partment ought to be linked with one another for the organization to 

derive optimum b nefit in carrying out its operations. The research findings however 

revealed the follov ing. 

T t able 3(g): Integration of informatiOn sys ems 
Frequency Percent 

Yes 22 78.6 

No 6 21.4 

Total 28 100.0 

Source: Research Data 

Of the 28 studied companies, 78.6% of them have their information systems integrated 

and/or linked with one another while 21.4% do not have them integrated and/or linked. 

The results indicate that most in urance companie are utilizing full potential of ICT by 

having their variou department ' IT y tern linked and/or integrated. Thi increa e the 

level of co rdination and collaboration in en unng efficient er ice delivery. H w 

m c mpani have not utiliz d thi p tential t th rna. imum. 

l hr u h J , c untie uppli , ' ndor nd p. 11nc 

y t m, m n th pcriph , 
• m o ti lnl ' int t d th. t th • h.t · uir 1 , 

er, 



to/or are part of the organization's processes giving the organization the power to think 

faster, share more easily and react together a on . A an on demand business, it is the 

organization's point of strength. On thi pr mi , ompanics are expected to exploit the 

integration and/or linkage in arr 'in l ut it.' a tivitics in dealing with their customers 

and/or suppliers. llow v r, th · IJndtn : f th study show contrary results with majority 

of the compani · · huvin1 n ltnkage · and/or integration with their customers and/or 

supplier ·. Table (h p1 ent the fmdings of the study. 

Table 3(h): Integration of Information ec no ogy sys ems w1t T h t 'h customers/suppliers 
Frequency Percent 

Yes 5 17.9 

No 23 82.1 

Total 28 100.0 

Source: Research Data 

The results indicate that 17.9% of the companies have their IT systems linked and/or 

integrated with those of their customers and/or suppliers while 82.1% are not linked 

and/or integrated with their customers and/or suppliers. 

Inve tments in information and communication technology uch a information , 

knO\ ledge and kill, proce e and oftware are mtangible a et that create future 

benefit to an rganization. They are employed in c njuncti n " ith the tangible a t . 

Realizing thi hara teri tic offer · an imp rtant view I 

tnvc tor and h w th . make d i ion ab ut it. h tud •'s tnding n h , in uran 

compani fund h ir inv tm nt in I I r v alcd th oil "in . 



Tabl 3(") F d. e I : un mgo f I fi f T h I t t norma IOn ec no ogy mves men s 

Frequency Percent 

Purchase 21 75 

Mixed 7 25 

Total 28 100.0 

Source: Research Data 

The rc ult indicnt · thut 7 1 · f' th mpanics fund their ICT investments through direct 

purcha c from v "nd t" while 2 fund their investments through both purchase and 

other mean (out ourcino lea ing). It could be concluded that most insurance companies 

take on them elve the responsibility of funding ICT investments through direct purchase 

and other means are secondary. 

It was the intention of the study to establish the symbiotic relationship that exists between 

organizational business strategy and ICT strategy because the two are believed to be 

supportive of each other in the ultimate realization of organizational goal. Cross tabulated 

results of this relationship show that 88.5% of the companies with formerly crafted 

business strategy also have ICT strategy. It was further established that while 40% of the 

companies with no ICT trategy also don't have busine strategy, 60% of them have 

busine s strategy but not ICT trategy. These re ult are ummarized m the table below. 

Tabl 3j: Bu in trat g and Informati n chn log trat gv r 

abulation 
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4.5 Strategic Role of Information and Communication Technology 

The objective of the study wa t d I rmin th trategic role of information and 

communication technology am n in:uran companies in Kenya. To achieve this, 

respondents w r pr ·s ·nt ·u "1th ·tat •mcnt describing the various strategic roles that 

ICT can play in lh ir , mpame . hey were then required to rate in a scale of 1-5 to 

indicate th tent to \ hich ICT ha played such role in their companies. The findings of 

the study ar presented and discussed in this section. 

a) Development of the companies' business strategy 

The study intended to establish the extent to which information technology has facilitated 

the development of the companies' business strategy, which focuses on building new 

advantages for the companies. It is increasingly through IT that consumer attraction and 

loyalty are accomplished while competitor initiatives are muted. Therefore, it is not 

surprising that business strategy is more and more influenced, enabled, and dependent on 

the ICT strategy. Re earch findings on the role ICT plays in the development of busines 

strategy are hown in Table 4(a) below. 



Table 4(a): Business strateg:v d eve opmen t 
Frequency Percent 

Very little extent 4 14.3 
Moderate extent 6 21.4 
Great extent 11 39.3 
Very great extent 7 25 
Total - 100.0 

Mean Score: 4 
Source: Rcscnrch lht a 

development of their bu ine trategy to a very little extent. The findings further show 

that 21.4%, 9.3% and _5% of the companies indicated that ICT play a role in the 

development of their business strategy to a moderate, great and very great extents 

respectively. 

The results are indicative of the strategic role of ICT in the development of the 

companies' business strategy to a significantly great extent. This agrees with an 

observation by Martin et al., (1995) that in an increasingly competitive world, IT is 

critical to the development of more effective operational and management processes. To 

serve customers well, companies need to be proficient in half a dozen key area : reduced 

cycle time, reduced as et levels (e.g. in inventory and people), faster development of new 

product , improved cu tomer ervice, increa ing empowerment of employee , and 

increa ed kn \ ledge haring and learning. IT i a ntical re ource for accompli hing all 

th c goal . 



b) Organizational restructuring 

The primary driving force in restructuring i th r - ngineering of work and displacement 

by technology of routine jobs. The tud un rt k. t tablish ICT's role in eliminating 

hierarchical relationship in r amltlltc n and transform them into flatter structures. 

Findings of the study ar' pr s 'nt ·d ttl 1 abl' 4(b) below. 

Table 4(b ): Information 1 echnology m orgamzahona restructuring 
Frequency Percent 

Very little extent 4 14.3 
Moderate extent 7 25 
Great extent 10 35.7 
Very great extent 7 25 
Total 28 100.0 

Mean Score: 3 
Source: Research Data 

The findings show that ICT has had a role in the organizational restructuring to a very 

little extent in 14.3% of the companies and to a moderate extent in 25% of the companies. 

It has had the restructuring role to a great extent in 35.7% of the companies and to a very 

great extent in 25% of the companies. Generally, ICT has played a role in organizational 

restructuring to a commendable extent with a mean score of 3. 

The re ult indicate that ICT ha facilitated ariou tructure for improved and optimal 

performance and effic1enc1e and offer empincal gr und to foreca t that with continued 

dcv 1 pm nt in t hn I gy. future organizati n hall have undcrg n n rm u 

b th U Of• I r tructuring a th y em ra m r and m r . hi i in lin with P rt r 

n mmunicatic n and c llal 1 .uion 



has seen the traditional hierarchies within the organizations falling apart resulting in 

flatter organizations and horizontal department b rning common. 

c) Information Technology a an cffc tiv marketing tool 

Market continue to chun • 111 n · 11 idl than ever, requiring enhanced flexibility within 

the rganizuti n. ln ord ·r t r main c mpetitive, companies must gather and utilize better 

information about cu ' t mer in order to market to them successfully and to optimize 

products and er ice offered. Marketing and operating strategies today depend heavily 

on the cunent state of IT. Insurance companies in Kenya also serve markets that are 

changing as times change and their use of ICT to market their products to the emerging 

information-age markets becomes inevitable. The study findings on the ICT's role in 

marketing the companies' products are presented in Table 4 (c) below. 

. ' d ts Table 4(c) Marketing coml!_ames pro uc 
Frequency Percent 

Very little extent 4 14.3 
Moderate extent 11 39.3 
Great extent 8 28.6 
Very great extent 5 17.8 
Total 28 100.0 

Mean Score: 3 
ource: Re earch Data 

With th mean core of 4, the finding hm that I an effe ti e t I t a r little 

e tent in 14.3 f the c mpanie , and an cffe tive mark ting t 1 t a mod rat 

1 .3 { of th rc ult furth r indi at that I Is an ff tiv markctin 

t nt nd lO and 17. of th mpani 

th I . th 
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are opening up and ICT is allowing companies to have a broader geographic reach just as 

customers are gaining global tastes. The re ult of th e changes is a greater need for ICT 

to be more responsive to the long-rang n d f busin strategy and for other business 

functions to make better usc of l ' mp titivc. 

d) Electronic 'crvic d liv r · companies 

Consumer are b c ming more informed and computer literate and thus accustomed to be 

electronically erved. Organizations that are not able to offer electronic services to their 

customers may be at a competitive disadvantage. The study was to establish whether ICT 

has enabled insurance companies to serve their customers electronically. The findings 

show that it has a mean score of 3, implying that on average, insurance companies are 

offering services to their customers electronically. Specifically, the findings, as shown in 

Table 4(d) below show that ICT has had some minimum role in 10.7% of the companies 

in electronic service delivery and to moderate extent in 35.7% of the companies. The 

findings further indicate that ICT has led to serving customers electronically to a great 

extent and very great extent in 39.3% and 14.3% of the companies respectively. 

P rcent 
3 1 .7 
1 5.7 
11 3 . 
4 14.3 
2 1 



The above results lead to a general conclusion that information and communication 

technology has changed the nature of the indu tri in which firms operate in terms of the 

products and services offered. 

e) Neutralization of buy •r bar ,ainin power 

Like mo t oth ·r indu ·tri · ·. th tn ·urance industry is expected to experience the impact of 

competitive fore"' that ·hap it tructure. One of such factors is the bargaining power of 

customer so much o that \ hen their bargaining power is high, the industry is said to be 

unattractive to new entrants and very unfavorable to the players. Players in the industry 

more often than not strive to reduce this power by making switching cost to competitors 

by their customers as high as possible. Investigation into ICT's role in achieving this goal 

found out the following findings as shown in Table 4(e) below. 

Table 4(e): Neutralizing bu' er b argammg power 
Frequency Percent 

Not at all 17 60.7 
Very little extent 3 10.7 
Moderate extent 6 21.5 
Great extent 2 7.1 
Total 28 100.0 

Mean core: 2 
ource: Re earch Data 

It wa found ut that in 6 .7o/- of the companie • I T ha had no r le in le ening th 

uch r let a very little tent in 1 .7o/- th 

ompani , to rn d rat· f th compani and t • gr at t nt in on! · 

7.tc 0 th mpani . ' I h r ult imply that th hm .tinin p , · r u H m r in the 



insurance industry is a strong force and insurance companies have not been able to realize 

significant strategic role of ICT in trying to neutraliz thi force and remain competitive. 

f) Analysis of buyer profitabilit) 

Insurance companies s rv · ltfl 't 'Ill r Ut • of customers with varied needs. Serving 

certain mark t • or t p • · 1f u ·t mer may either prove profitable for the companies to 

continue erving them r unpr fitable and the companies could be forced to discontinue 

them. ICT provid market anal sts with the tools they need to analyze buyer profitability 

and insurance companies could resort to use ICT to provide such information that could 

be of strategic value to them. The study findings on the extent to which ICT has been 

utilized for such strategic course are presented in Table 4(f) below. 

Table 4(0: Analyzing buyer pro 1 I Hy 
Frequency Percent 

fitabTt 

Not at all 6 21.4 
Very little extent 4 14.3 
Moderate extent 11 39.3 
Great extent 4 14.3 
Very great extent 3 10.7 
Total 28 100.0 

Mean Score: 3 
ource: Re earch Data 

The re ult indi ate that majonty of the comp nie (39.3~) ha e utilized I in the 

anal i of buy r pr ttabilit a m derate e tent. 14.3£?" and 10.7~ f the c mpame 

hav utiliz d I f01 u h a r to a gr at . t nt and ver ' gr at c t nt r p ctiv Jy whil 

d. mpam do m 1 u it 'It all and 1 

ult r in nt uti liz ni n ot I in mark t r 
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However, the mean score of 3 indicate that insurance companies are utilizing ICT to a 

significantly great extent in reducing the impn t of policy holders (customers) by 

providing market analysts with the tool th n d t analyze buyer profitability. 

g) Tracking labor cffi ·i ·n ·y 

In most organizati ms. Ia r ITtctenc 1 measured by the rate at which set targets are 

achieved. Th turg t, ur 'et u ing different performance indicators which are later used 

to mea ure p rformance. To a larger extent, labor efficiency is tied to reward systems. 

ICT can be used by an organization to track the efficiency levels and base the reward 

systems on the outcomes. Insurance companies are not exempt of organizations that 

could use ICT for such role and the study found out the following results. 

Table 4(g): Tracking labor e 1c1ency 
Frequency Percent 

ffi' 

Not at all 3 10.8 
Very little extent 2 7.1 
Moderate extent 6 21.4 
Great extent 13 46.4 
Very great extent 4 14.3 
Total 28 100.0 

Mean Score: 3 
ource: Re earch Data 

With a mean or of 3, 46.41- and 14.3~ of the compame u e I T to track Jab r 

ef tciency to a great :tent and t a very great e tent re pecti ely. The findmg further 

h( w that 1 f th mpam mak n u at all f I in tra king labor fftct n 

whit 7.1 them ha\ utiliz ditto a v r littl tnt nd -1.4 c fth m utiliz itt a 

nt. 

71 



h) Deterring customers from buying substitute products 

Substitute products arc one of th c mp titi f ) r that hape any industry structure. 

The force is strong when cu. tom r~ ltn I tl l a: t buy substitute products and make the 

d wn and the producers of such products are 

hence faced with thr·ut in t rm f I mg their market shares. Players in the insurance 

industry like any oth r indu tr " ill make competitive moves to deter their customers 

from buying ub titute products. The study set to establish whether the use of ICT gives 

insurance companies a strategic edge in deterring customers from buying substitute 

products by, for instance, lowering the cost of their services/products or by improving 

their perceived value. Research findings on this issue are presented in Table 4(h) below. 

Table 4(h): Deterring customers rom uymg su s atute products 
Frequency Percent 

f b bf 

Not at all 5 17.9 
Very little extent 7 25 
Moderate extent 8 28.6 
Great extent 6 21.4 
Very great extent 2 7.1 

Total 28 100.0 

Mean Score: 3 
ource: Re earch Data 

The finding f the tudy ho\ an aim t fairly unif rrn di tribution of there p n e with 

r gard to th e t nt to which I r le in d t rring cu t m r· fr rn u ing u titut 

pr du t . 'I h r ult indi at a m an or of 3 \\ ith I havin n r I at all in 17. 1c 

of th ompani nd t little c t nt in -- o th c Hnpani . It pia uch •t wl m 
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28.6% of the companies to a moderate extent and to a great extent and very great extent 

in 21.4% and 7.1% of the companies re pecti el . The fairly uniform distribution of the 

responses implies that the threat of ub titut pr du t among the players in the insurance 

industry is not such strong. 

i) Erection of cnt ry barri r to ne\ entrants 

An indu try may pro t b \ery attractive to an extent that the number of new entrants 

increases from time to time. Players in such an industry would automatically feel 

threatened because the new entrants are likely to make competition very stiff and even 

threaten the existence of some old players. The player may decide to erect entry barriers 

to the new entrants into the industry via several ways. Of particular interest to this study 

was to establish the role of ICT in the erection of entry barriers by the players to new 

entrants into the insurance industry. Insurance companies could create entry barriers by 

constructing on-line telecommunications networks linking sales agents to main office 

databases with information about policies and claims. Table 4(i) shows the research 

findings. 

2 
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Of the 28 companies that participated in the study, the findings indicate that 14.3% and 

10.7% of the companies use ICT to erect entr barrier to a great extent and very great 

extent respectively. However, ICT ha n r 1 nt all in 32. 1% of the companies and 

42.9% of the companies utilize tt to u v r Iiiii' , t nt to erect entry baniers. The results 

lead to a very low m an : · >r · )r tmli ating that in general, very few insurance 

companie hav found I T us 'lui in arring new entrants into the industry. The results 

also indicat' that in ·uran · mpame could be erecting entry barriers through other 

means other than the u e of I T. 

j) Handling rivalry in the industry 

The single most competitive force that is experienced in almost every industry is the 

rivalry among the existing players in the industry. To gain and sustain competitive 

advantage, a particular firm has to understand its competitors and know when and how to 

make exceptionally well conceived moves. One of the ways a firm could handle 

competition is through ICT more especially in obtaining information for analyzing 

competitor strengths and likely strategic moves. The study findings generally indicate 

that ICT plays this role to a great extent among the insurance companie . Table 4U) 

how the re pecti e re pon e . 
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Table 4(j): Handling of rivalry in the •ndustry 
Frequency Percent 

Very little extent 5 17.9 
Moderate extent 5 ' 17.9 
Great extent 13 46.3 
Very great extent 17.9 
Total - 100.0 

Mean Score: 3 
Source: Research Dutn 

From the table, r · 'Ull , indt ·ate that 46.3~ and 17.9% of the companies utilize ICT to a 

great extent and to a er great extent respectively to handle rivalry in the industry. Also, 

17.9% of the companie each have used ICT to a little extent and to a moderate extent. 

With a mean score of 3, the research findings generally implies that insurance firms 

utilize ICT for obtaining competitor information and general industry trends in order to 

form the basis for their response. 

k) Supporting low cost leadership strategy 

Successful companies within a given industry attempt to position themselves relative to 

their competition by becoming the lowest cost producer or service provider within the 

indu try. In lowering co t, information technology can alter a company' cost in any part 

of the value chain. In addttton to playing a direct role in co t, information technology 

often alt r the c t dri\'er facti itie tn " ay that can impr ve (or er de a compan ' 

rclati c co t p iti n. Th rol f I in upp rting I w c t trat g am ng in uranc 

mid in lud th introdu ti 

rk n I ut dmini trativ on 

up rt hip •n in 
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T h I Table 4(k): Using_ Information ec no ogy to support ow cost leadership strategy 
Frequency Percent 

Very little extent 5 17.9 
Moderate extent 7 25 
Great extent t 32.1 
Very great extent 7 25 
Total 28 100.0 

Mean Score: 3 
Source: Re ·carch Dutn 

The results ·how that I T' upport for cost leadership strategy among insurance 

companies is to a relati el great extent. ICT has had support to low cost strategy to very 

little extent and moderate extent in 17.9% and 25% of the companies respectively. The 

findings further show that ICT has supported low cost strategy in 32.1% and 25% of the 

companies to a great extent and very great extent respectively. 

The mean score for this variable was 3 implying that insurance companies have found 

ICT useful in supporting their cost leadership strategy to a significantly large extent. The 

results are, to a significant extent, supportive of Porter and Millar's (1985) observation 

that a company only achieves low cost leadership when it offers services to cu tomers at 

a lower co t than competitor can. 

I) upportin differentiation trateg 

Th impact f information techno! g · on differcntiati n trat gic i cquall dramatt 

'I h role of a om pan • and it pr du t in the bu · r' valu chain i th k y d t rminant 

ibl l pr du t . 

omp.mi h t • 
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from ICT in differentiating their products by, for instance, adding value or unique 

features to their products in order to impro e th ir quality e.g. giving customers 

electronic access to an online service n tv. r\.... R ur h findings to this effect are shown 

in Table 4(1) below. 

fdU Table 4(1 : lnformntion Tcdmolog~ support o i erentiation strategy - -
Frequency Percent 

Not at all 3 10.7 
Very little extent 8 28.6 
Moderate extent 8 28.6 
Great extent 9 32.1 
Total 28 100.0 

Mean Score: 3 
Source: Research Data 

The results indicate that ICT has supported differentiation strategy to a moderate extent 

and to a very great extent in 28.6% and 32.1% of the companies respectively. 28.6% of 

the companies indicated that ICT has supported differentiation strategy to a very little 

extent. It has not supported differentiation strategy at all in 10.7% of the companies. With 

a mean score of 3, the results generally indicate that more than 50% of the companies that 

were studied have had ICT supporting their differentiation strategy. However the 

proportion of the companie \ hich indicated otherwise is equally significant. The re ult 

generally hO\ the mcrea ing rate at which ICT' role i getting appreciated within the 

ervtcc mdu try in upp rting dtffercntiation trategte . 

m Pr vi n f b tt r pr du t inf rmati n t u t m r 

mp.nt pturin nd 1 plyin inform, tion at a h int of c nta t \ ith CU!-tt >m 1 

th n th th t d nl n or a f p >int . u t m 
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increasingly interested to be informed on the variety of insurance products that insurance 

companies are offering and provision of adequat and a curate information regarding the 

various products on offer for them to mak inf rm d d ci ions during their purchase 

decision making processes. Th tud 1111 n d t ' tablish the extent of ICT's role in the 

provision of better produ ·t inf lfllhlli 11 t u t mcrs and the findings are as shown in 

Table 4(m) b ·low. 

Table 4(m): Provision o fb etter pro uc m orma 1on d t. £ f t o customers 
Frequency Percent 

Moderate extent 9 32.1 
Great extent 12 42.9 
Very great extent 7 25 
Total 28 100.0 

Mean Score: 4 
Source: Research Data 

Results of the study show a high mean score of 4 with 42.9% and 25% of the companies 

using ICT to provide better product information to the customers to a great and very great 

extent respectively. 32.1% of the companies have utilized ICT for the purpose to a 

moderate extent. These results vindicate the importance of providing adequate and better 

product information to customers u ing the most appropriate media and ICT's role 

become central in thi re pect. 

n Provi ion f r liabl rvi and quick re pon to custom r con rn 

h n d for mpant r m in comp titi and build n td nc in th mind r 

u tom r m th c mpani provid high I r liabl 

• mu h p ibl . l m tim th i I 
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not possible because of the nature of the existing infrastructural facilities, procedures and 

other structural makeup in organizations. The natur of products and services offered by 

insurance companies and the kinds of mark t r d r quire a high degree of service 

among insurance compani · ts ··111 t.l r 1 md th study intended to find out the extent to 

which I T has b nor h ·lp. Th findtng are shown in Table 4(n) below. 

Table 4(n): Provision of re 1a e service an qmc response to customer concerns 
Frequency Percent 

r bl d . k 

Very little extent 2 7.1 
Moderate extent 4 14.3 
Great extent 14 50 
Very great extent 8 28.6 
Total 28 100.0 

Mean Score: 4 
Source: Research Data 

As indicated in the table above, the variable mean score was 4, meaning that ICT has 

played a commendable role in the provision of reliable service and quick response to 

customer concerns among most insurance companies. This can be deduced from the 

findings as 50% of the companies responded having utilized ICT for such purpose to a 

great extent and 28.6£?1. of them to a very great extent. 14.3~ of the companies have 

utilized it to a moderate e tent while 7.1% of the companie have utilized it to a ery 

little e tent. The re ult of the tudy are upporti e of the fact that I T ha b ted 

in urance compani qu t t provide highly reliable rvice and impr cd th rat f 

n; pon c to cu tom r on 111 \ ith r gard t additional n ff r. 
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o) Supporting sales and service levels 

E-business/Intemet backed by back-to-back t m ha enabled many organizations to 

enjoy the benefits of ICT. Organizational p rf rman in most cases measured by the 

level of turnover and this is a trun htt n t r th quantity of products sold or quality of 

services offered. Th stud ' ' role in supporti ng insurance companies' 

sales and · rvi<; · l ·v ·I· . '· thr ugh n-line pricing, promotion and delivery of 

information among th r ·. Table 4( o) hows the findings of the study 

T bl 4( ) S t f d · e I el a e 0 : uppor o sa es an serv1c ev s 
Frequency Percent 

Not at all 3 10.7 
Very little extent 7 25 
Moderate extent 8 28.5 
Great extent 5 17.9 
Very great extent 5 17.9 
Total 28 100.0 

Mean Score: 3 
Source: Research Data 

The results indicate that ICT has not been extensively utilized to support sales and service 

levels in the insurance industry. However, 28.6%, 17 .9%, and 17.9% of the companie 

indicated that they have utilized ICT to a moderate extent, great extent, and very great 

extent re pecti ely in the upport of their ervice and sale levels. 25% and 10.7~ of the 

companie ha e utilized I T to a little extent and to no e tent at all re pectively. The 

aim t unif rm di tributi n led t a mean ·core of 3 meaning that g nerall , in uran 

compani have utili?. d I T w obtain informati n that ha b t d th ir and 

al 1 vel , nth u h n l a ten iv I ' a c uld h .· p t d . 



p) Information Technology and market specialization 

Successful companies within a given indu tr 1 utt mpt to position themselves relative to 

their competition by concentrating on llino t a patti ular market or occupying a 

specific product niche. Organizations mn raft a tratcgy that will enable them focus on 

satisfying the needs fa partt ·ulur mar l. lht ' leads them to tailor their services towards 

meeting th sp ·i lk n · ·ds r that particular market, hence market specialization. 

Insurance product· n rr r are man and the markets served are also varied so much so 

that insurance compani could decide to make use of ICT to identify market segments 

and meet their unique requirements. The study's findings on the extent to which ICT has 

enabled insurance companies to achieve market specialization are presented in Table 4(p) 

below. 

Table 4(p): Achievement o mare specia tza aon usmg Technology 
Frequency Percent 

f k t · r r 

Not at all 5 17.9 
Very little extent 6 21.4 
Moderate extent 7 25 
Great extent 8 28.6 
Very great extent 2 7.1 
Total 28 100.0 

Mean Score: 3 
ource: Re earch Data 

The findmg indicate that 17 .9~ of the companie do not u e I T to achieve market 

p cializati n, _1.4% ha\'e u ed it to a ery little e tent " hile 25~ ha e u ed it t a 

mod rat tent. 2 .6 and 7.1 Ctf of the compani . ha\' u cd I t acht e mark 

nt and to a very gr at . tent r 

h v ri hi impl •in th 1t v n th u h 1 · i ni 1 mt numl r t c mpani h•t •c not 
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realized the role played by ICT to segment the market and concentrate on satisfying the 

needs of a particular market, an equally signifi ant number have utilized ICT to achieve 

market/product speci a] i zati on. 

q) Information Technology .lnd hu. in opportunities 

As information t ·chnolog b' · m '· m re idespread, opportunities to take advantage of 

a new competitiv ·co will nl mcrease. The benefits of scope (and the achievement 

of linkages), however, can accrue only when the information technology spread 

throughout the organization can communicate. Table 4(q) below shows the study findings 

on the extent to which insurance companies consider ICT to have fostered new business 

opportunities that they have either exploited or intend to exploit. 

Table 4(q): Fostering new usmess oppor um 1es usmg n ormation Technolo_gy 
Frequensr Percent 

Not at all 7 25 
Vel)'_ little extent 5 17.9 
Moderate extent 5 17.9 
Great extent 6 21.3 
Vel)'_ great extent 5 17.9 
Total 28 100.0 

b . t T I t 

Mean Score: 3 
ource: Re earch Data 

Finding fo tered nev bu ine opportunitie to a fairly great e tent. 

HO\ ever a ignificant number f the companie indicated that I ha either n t f tered 

new bu inc pportunitie r ha d ne t a very little e tent. W1th a mean f 3, 

th p rc nta e of ompani whcr I T ha fo t r d n w busin pp rtuniti t a v ry 

r at ·t nt \\a 17.( , in -1. of th m t a rc, t t nt, and 17. ( to a m d mt 



extent. ICT has not fostered new opportunities at all in 25% of the companies and has 

done so to a very little extent in 17.9% of the compani . 

The results in general arc indicativ f th m t ward the fulfillment of Schultheis and 

Sumner (1995)'s observation that n '\\ in rmati n technology is fostering new business 

opportunitic ·. Vid o ·onr ·r '11 '111 J, a t' hnology that makes it possible to hold electronic 

meetings, could pr ·ent 11 rmou a enues for insurance firms to access new business 

opportunities which th might consider exploiting. 

r) Information Technology and product development strategy 

This involves substantial modification of existing products or creation of new but related 

items that can be marketed to current customers through established channels. The study 

intended to find out the extent to which insurance companies have made use of ICT to 

develop new products and offer them to current markets. Findings of the study are as 

shown in Table 4(r) below. 

The results indicate that 7.1% of the companies have not made use of ICT at all to offer 

new product to it current cu tomer , 25~ of them have done so to a very little extent 

while 32.1 ~ have made u e of ICT to offer new product to it exi ting cu tomer to a 

m derate extent. _1.3o/- and 14.3~ f the companie ha e to a great e tent and er great 

t nt re p tivcly mad u o I to mark t ne\\' pr du l t th i ting cu t m r via 

e i tin , chann I . 



Table 4(r): Supporting pro uct eve opmen stra eg: d d I t t 
Frequency Percent 

Not at all 2 7.1 
Very little extent 7 25 
Moderate extent 9 32.1 
Great extent b 21.4 
Very great extent ~ 14.3 
Total 28 100.0 

Mean Score: 3 
Source: Research Untu 

The result f meaning that in general, insurance companies utilize 

ICT to a fairly gr at e. tent to market new products to their existing customers while a 

significant number have not utilized such potentiaL According to Schultheis and Sumner 

(1995), once information technology is in place, insurance companies can market new 

products and services via existing networks and databases. 

s) Building of excess computing capacity 

New information technology is fostering new business opportunities and companies 

could be able to build excess computing capacity and thus be able to market information 

services as a new business opportunity. In addition, inter-organizational ystems have 

evolved to facilitate the timely exchange of information in a highly competitive 

marketplace. The findmg on the e tent to which in urance companie built e ce 

computing capactt · thr ugh I Tare hown in Table 4( ) below. 



h Table 4(s): Buildin~ excess computmg capacity t rough Information Technolo~y 
Frequency Percent 

Not at all 3 10.7 
Very little extent 9 "' 32.1 
Moderate extent -+ 14.2 
Great extent 32.1 
Very great extent . 10.7 
Total .. 100.0 

Mean Score: 3 
Source: Rescnrch Oatn 

The results abov' ·h ' that 10.7 of the companies have built no excess computing 

capacity, 32.1% ha built it to ery little extent while 14.2% have done it to a moderate 

extent. Those that ha e built excess computing capacity to a great extent form 32.1% of 

the studied companies while those that have built such a capacity to a very great extent 

form 10.7%. The mean score of 3, however, provide evidence to generally say that 

insurance companies are using ICT to build excess computing capacity to a relatively 

great extent. 

t) Creating linkages with suppliers and customers using Information 
Technology 

Videoconferencing technology that is as result of extensive use of ICT, Internet among 

other technologic , make it po ible to hold electronic meeting with both supplier and 

cu tamer and could pre ent enormou a enue for firm to acce new market . I T i 

u d to cnhanc pr du t and r tee qualit , impr e cu t mer -er ice, integrate upplier 

and cu tom r op r, tion . and enable organizati nal I aming. he r ar h 1ntend d t 

t.tbli h th hi h I ha nab\ d in uranc compani tc tr n and 

pr 1t bl ·i th uppli and u t m . 'lh tndin' l l thi 

p nt 



T bi 4() c r r k a e t : rea mg m 'th ages wt su r 1ers an d cus omcrs 
Fr ucnc Percent 

Very little extent () 21.4 
Moderate extent 4 14.3 
Great extent -- 8 28.6 
Very great extent 10 35.7 --
Total 28 100.0 

Mean Score: 4 
Source: Research Datu 

The results show that most insurance companies do not operate on arms length with their 

suppliers and customers and the potential of ICT in creating strong and profitable 

linkages with them has been tapped significantly. This is so because the results indicate 

that 35.7% of the companies have utilized ICT to a very great extent for the creation of 

strong supplier-customer linkages and another significant proportion of 28.6% of the 

companies have utilized it to a great extent. The results show a mean score of 4, which is 

significant enough to indicate that ICT's role in creating strong and profitable linkages 

with suppliers and customers is on the increase. 

u) Information Technology and trategic allianc 

Information partnering or forming trategic alliance i the driving force behind the 

emerging electr nic marketplace. The information partnering ar repre entati e f the 

new mark ting nvironment. The tud finding r garding I a a f r u h 

partn nn am ng in uran ompani v al that n t all th c mpani ha f und it 

u ful. I hi i up rt d ' th lmdin in I bl u in \\hi f th compani 



have not found ICT useful at all while 10% have found ICT useful to a very little extent 

in the creation of strong suppler/customer linkag . 

~ hav found lCT useful in the creation 

of supplier/cu tom r linkag s t > t m d 'r,tl t 'nt, great extent, and very great extent 

respectively. 

Table 4(u): Information ec no og: van s ra eg1c a mnces 
Frequency Percent 

T h d t t . Ir 

Not at all 6 21.4 
Very little extent 3 10.7 
Moderate extent 9 32.2 
Great extent 7 25 
Very great extent 3 10.7 
Total 28 100.0 

Mean Score: 3 
Source: Research Data 

With a mean score of 3, the results generally support the view that in most cases, an 

information facilitator provides the network through which the various participants can 

interact. Electronic sales channels reduce the costs of locating supplier , ordering 

merchandise and reconciling error . Customer can save money by ordering ju t-in-time 

inventory via electromc marketplace. 
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v) Information Technology and transformation of the value chain 

Information technology has an effect on the vnlu hnin by trnnsfonning the way value 

activities are performed. ICT has perm at d in r a tivity of the value chain both in 

support activities and primary a ttvllt s . 1 h' alu' chain activities are unique to 

particular industri es and ~u ·h urlllll ·n · · i · inc itable in the insurance industry, and 

hence the effect 1 '1 will huv will al ar . The study intended to find out the extent to 

which I T ha tran 'f rm d the alue among insurance companies and results are as 

shown in Table 4(v) next page. 

The results indicate that ICT has had a far-reaching impact in the value chain activities in 

most of the insurance companies. With a mean score of 4, the results indicate that ICT 

has led to the transformation of the value chain to a very great extent, great extent, and to 

moderate extent in 25 %, 50% and 14.3% of the companies respectively. 

Table 4(v): Role of In ormatiOn ec no ogy m va ue c ain transformation 
Frequency Percent 

T h h 

Very little extent 3 10.7 
Moderate extent 4 14.3 
Great extent 14 50 
Very great extent 7 25 
Total 28 100.0 ,____ 
ean core: 4 

ource: Re earch Data 

rter and Jilar' ( 1 5) e planati n nth r le r inf rrnati n 

tc hn lo y in upp rting bu in activitic and h w th ' arc ntinuall ttan form d a 

hi h have c n ' n p1 uct I rvi and m< rk t 

' lu int td nd nt 



linkages with each activity in the value chain having a physical component and an 

information-processing component. The information-pr c ssing component of each value 

activity is being increasingly support d b inf nm1ti n and communication technology 

(ICT). ICT is applicable in all th ulu n thn a tiviti in organizations' value chain; 

from linking the vatu uddin, u ·ti' 1t1 '· thr ugh processes to management and 

administration of lh' vnri us urlJ\ 1t1 ·. h1 i evidenced by Porter (1998) who shows IT 

as being p rva ·iv" in th vulu chain; ob ervable and used in every generic category of 

value activity in the chain. 



CHAPTER FIVE: SUMMARY AND CONCLUSIONS 

5.1 Introduction 

In an increasi ngly competitive world. 1 t.' ·nti alto the development of more effective 

operational and manag ·mcnt pr 1 • ' · · · fhc bjcctive of this study was to determine the 

strategic rot of L T am nc. in ·urance companies in Kenya. The study looked at the 

aspects of trat gic planning in which it sought to establish the existence of business and 

ICT strategies among the tudied companies. These laid ground for the study of the 

strategic role of ICT among the insurance companies. In this chapter the findings of the 

study are summarized and discussed in relation to the objective of the study. Also 

included in this chapter are the conclusions, limitations of the study and 

recommendations for further research. 

5.2 Summary 

To achieve the study objective and answer the study question adequately, it was 

considered neces ary for the study to look at general aspects of strategic planning in order 

to form the ba i of eeking information to achieve the tudy objective and an wer the 

tudy que tion. f trategic planning that \ ere con idered include i ion and 

f the compani ; bu inc and I T trategic ; the kind f trategic 

planning follow d; planning p ri d ; rate f r vic\ f the tratcg1 and th charged 

with th 1 pon ibilit • to c arry ut uch r vi \\':; , h strat gic plannin a p th n s t 



precedent for the study to lay focus on determining the strategic role of ICT among the 

insurance companies, hence answer the study que tion. 

With respect to the study objcctiv , tt W<ls swllish d that in general, information and 

communication technology has h·td n It It r I' among insurance companies in most 

of the areas. 1t was ·tablish ·u thall T pia a ignificant role in the development of most 

in urance compani '· · bu ·ine · trateg . This was rated high with a mean score of 4. 

Other areas in which l T" a found to have a far-reaching impact are the transformation 

of the value chain; pro ision of better product/service information to the customers and 

creating linkages with suppliers and customers through ICT. These were also rated high 

with a mean score of 4. Other areas where ICT was found to play a strategic role include 

restructuring of the companies, marketing of the companies' products, offering of 

services electronically, market research, tracking labor efficiency, and support to the 

companies' competitiveness among others. 

However, the study noted that insurance companies have not utilized ICT to attain full 

strategic potential in mo t of the areas. Specifically, the companies lowly rated areas such 

a le ening buyer bargaining pov er by introducing switching co t , and creation of 

entry barrier to ne\\ entrant a area in " hich they ha e not trategically po itioned 

them ·elve in term f I en in the other area mcnti ned a e whcr the 

compant have utilii' d I th tud · not d that n t all c mpanie ha tratcgicall . 

h n Itt d from I '1. 'I h tudy tndin how d that igni tcant numb r f c mpani 

t t ) I trot i p t ntial. 



5.3 Conclusions 

The findings of this research have unearthed a numb r f i ues regarding strategic role 

of ICT among insurance companie in K n ' U. h 

companies practice formal trat ic plannin 

rail r ults show that insurance 

a rcat extent and ICT strategy 

development has also tak n (; ·ntr · ·ta' '. I h ftndings indicate that insurance companies 

recognize th ·trat gi · rol ·or I r in th 1r bu inesses and most of them have embraced it 

and arc making it th c rn r t ne for achieving and sustaining competitive advantage. 

Although most insurance companies indicated high dependence on ICT in doing 

business, it should be noted the companies have not utilized ICT to its full strategic 

potential. 

It is evident from the study that insurance companies are moving towards taking full 

advantage ICT capability while at the same time the ICT capability and ensuring that ICT 

supports the business strategy. It is also apparent that developments in ICT are 

transforming most aspects of the organization including organizational structure and 

de ign, the value chain and the nature of products/services offered and the markets served 

among other . ICT is al o redefining the relations between the companies and it 

cu tomer and upplier and changing the whole indu try tructure. 

.4 imitati n ofth tud 

'I h mding f thi tud int rpr l d with th f 11 win limitati n in mind. 

et 100 c r lal du th bu hcdul I r m f 

th n , r til nd m. il b th qu ti< nnair 



Secondly, there is a limitation of authenticity of th data received. It was not easy to 

establish whether or not the targeted re pond nt ar th ones who participated in 

offering the data that was analyz d. I\' n th:1t th qu tionnaires were mailed to the 

respective companies, it was n ll 1 , · ·il I to b' present to ensure that the right 

respondents partici pat ·d in th ' ·tutly 

Thirdly, the study wa, limit d to insurance companies and may not apply to the entire 

service industry organization gi en that insurance companies offer unique services in 

which case ICT requirements and its strategic role would be different. 

5.5 Recommendations for Further Research 

In connection with further research, the researcher recommends the following: first since 

this study adopted a census research design yet it was not possible for all insurance 

companies to participate in the research, a case by case study would help bring out some 

of the unique findings about specific companies because such studies are in-depth and 

hence very detailed. Thi ~ ill also increa e the chances of getting qualitative data which 

wa not captured during thi tudy. 

carried ut am ng 

insuran c cornpanic . J· r in tan c on might b int rc ted in in ligating th hall ng 

of irnplern ntin th I I trnt yam n in uranc cornpani . 
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APPENDICES 

Appendix 1: Questionnaire 

Section One: Organizational Profit ' 

1. Name of the ompan 

2. Yearofincorp ration ___________________ _ 

3. Ownership structure: (Tick) 

Wholly locally owned with public shareholding [ ] 

Subsidiary of multinational with public shareholding [ ] 

4. Number of employees (Tick) 

Below 500 

500-1000 

Over 1000 

[ ] 

[ ] 

5. Geographical coverage of the company' operation Tick) 

al (within Ken a) 

Regional h, t frican R gion) 



Section Two: Business Strategy 

6. Does your company have clearly articulat d vi i n and mi ion statements? (Tick) 

Yes f ] 0 Don't Know [ ] 

7. Does your company huv · ' I bu · 111 · · trategy? (Tick) 

Ye l J 0 [ ] Don't Know [ ] 

8. What kind of strategic planning does your organization follow? (Tick) 

Highly formal 

Formal (structured process) [ ] 

Semi-formal (low degree of formality, high degree of informality) [ ] 

No process, no planning 

9. What is your organization's planning period? (Tick) 

0-1 Yr 

1-3 Yrs 

3-5 Yr 

Over 5 Yr 

1 . I yourhuin 

y ] 

] 

ick 

'o [ Partly 

1 1 

[ 

n 't Know [ 



11. If Yes in 10 above, what is the mode of its development? (Tick) 

Executive Retreats (Senior Mgt) [ ] 

Management Retreats (Senior and Middl fgt) 

Consultative Workshop ( enior, 1 ltll nnd Lin Mgt) [ 

Other (pleas specify) 

12. lf No and Partly in 10 ab Y • '' htch e temal parties are involved in developing the 

organization'' bu ine' trateg ? (Specify) ___________ _ 

13. How often does your organization review its business strategy? (Tick) 

Once a year [ ] 

Twice a year [ 

Frequently [ 

Never ] 

14. Who are involved in the review of the organization's business strategy? (Tick) 

Board of Director ] 

Semor Management (Dept'l/Div'l head and CEO) ] 

Middle anagem nt 

H ad I I 

Lin 1an m nt 

1 -



15. What are the sources of your organization's competitive advantage? (Tick all that 

apply) 

Cost Leadership (pricing) 

Focus (meeting specific custom r n 

Speed 

Innovation (d liv ry r uniqu n tee/product) 

"Xecution ('upeti r cu ' t mer er 1ce) 

Maneuverability (adaptabilit to change requirements 

] 

[ ] 

[ ] 

16. The following are environmental factors that influence your business strategy. Rank 

them from 1-the most influencing factor to 8-the least influencing one. 

Competition ] 

Changing market/customer needs [ ] 

Changes in technology (ICT included) 

Political/legal factors [ ] 

Social/cultural factors ] 

Economic conditions and trading blocks 

atural phenomena (e.g weather) 

Globalization 

[ ] 



Section Three: Information Communication and Technology Strategy 

17. Does your company have a fully-fledged lTd partm nt? (Tick) 

Yes [ ] No [ ] on't Know [ 

18. If Yes in 17 abov . who h ·ud ·the 1 department? (Give Title) 

19. To whom doe the abo e named head (if any) report to? (Give title) 

20. For how long has your organization had IT department/division? (Tick) 

Department Division 

Under 1 Yr. ] [ ] 

1-5 Yrs [ [ ] 

5-10 Yrs ] [ ] 

Over 10 Yrs ] [ ] 

21. D your organization have an ICT trategy? (Tick) 

Ye [ ] 0 [ ] Don't Kno\! ( ] 

,., the I I trJt g ' d v lop d in-h u. ? ( ick) 

y Partly n' t n w 



23. If No and Partly in 22 above, which external parti are involved in developing the 

organization's ICT strategy? (Specify/ ___________ _ 

24. Who in the orgunizali n ur' tnv h din the development of the organization's ICT 

strategy? (Tick all that appl 

IT trategy Board ommittee [ 

CEO [ 

Senior Management ] 

IT Management [ ] 

Others (Specify) __________________ _ 

25. Who takes responsibility for the effective and efficient implementation of the ICT 

strategy? (Tick) 

IT Strategy Board Committee [ ] 

CEO 

Executive Management 

IT Managem nt 

] 

th ( p ify) ________________ _ 



26. What is the organization's ICT strategy planning petiod? (Tick) 

1 Yr [ ] 3Yrs [ ] 5Yrs [ ] 0 er 5Yrs [ ] 

27. How often is the ICT strategy r v1 w d'. 

Once a year 

Twice a year 

Quarterly 

Frequently [ 

Never [ ] 

28. What IT systems does your organization have? (Tick those that apply) 

Communication and Collaboration Systems (e-Mail, Internet Site etc) [ 

Human Resource Management system [ ] 

Enterprise Resource Planning System [ ] 

Financial System [ ] 

Customer Relationship Management System [ 

Others (Plea e specify) ___________________ _ 

_ 9. re the IT tern m our orgamzation integrated or linked wi th each ther? (Tick) 

y [ ] D n't Kn \ [ ] 



30. Is any of your organization's IT systeiTl$ integrated or linked with your customers or 

suppliers? (Tick) 

Yes [ ] No [ ] D n't Know [ ] 

31. How docs your organization fllnt.ltl ' tm ' 'tm ·nts in I T? (Tick) 

Purcha c 

Lease l 

Mixed l 

Don't Know 

Section Four: Strategic Role of Information and Communication Technology in the 

Organization 

The following statements describe the strategic role of ICT in an organization. Indicate 

the extent to which your organization uses ICT for each of the strategic role described. 

U e the calc below. 

1- otatall; 

4- Great e tent 

2- Very little extent; 3- Moderate extent 

5- cry great extent 

32. I 'I i ,. r · involv dinthcd I pm nt f u inc tratcg {1} {-} {3} {4} {5} 

I 7 



33. The embracing of ICT has led to far reaching restructuring in 

the organization {1} {2} {3} {4} {5} 

34. ICT has been used as an effcctiv t ltn m:1rk. tino 

insurance plans. {1} {2} {3} {4} {5} 

35. ICT has cnabl d th rganizatt n to offer electronic services 

to custom rs { 1 } { 2} { 3} { 4} { 5} 

36. The organization has used IT to lessen the power buyers 

(policy holders) have by introducing switching costs 

37. The organization has used ICT to reduce the impact of 

buyers (policy holders) by providing market analysts with 

the tools they need to analyze buyer profitability. 

38. ICT has been used in the organization to track labor 

efficiency" hich i then tied to wage incentive systems. 

39. The organizati n ha u ed I T t deter cu tomer 

from bu •ing ub titutc b ' I wcring the co t f y ur 

r b ' improving th ir p r iv d valu . 

{1} {2} {3} {4} {5} 

{1} {2} {3} {4} {5} 

{1} {2} {3} {4} {5} 

{l} {-} {3} {4} { } 



40. The organization has utilized ICT to create an entry 

barrier to new entrants by constructing on-line 

telecommunications networks linking al 'lg nt 

main office databases with informuti n at ut 

policies and claims. 

41. ICT ha mad it l · ·ibl f r the organization to deal 

effectively with it ri a! . 

42. ICT has enabled the organization to support its 

low-cost leadership strategy by introducing office 

automation systems that mechanize office paperwork 

and cut administrative costs. 

43. ICT has supported the organization's product 

differentiation strategy by adding value or unique features 

to the product to impro e its quality e.g. giving customers 

electronic acce s to an on-line ervice network. 

44. I T ha cnabl d the rganization to pr 1de cu tomer 

{1} {2} {3} {4} {5} 

{1} {2} {3} {4} {5} 

{1} {2} {3} {4} {5} 

{1} {2} {3} {4} {5} 

v.:ithb tt r rvi c/pr ductin rmati n. {l} {-} {3} {4} {5} 



45. The organization has utilized ICT to provide customers 

with reliable service, quick response to their que tion 

and additional product features. 

46. The organization has us d I T l l su 1 tl its 'ales 

l pncmg, 

promotion and d li v r inf rmation. 

47. The organization ha utilized ICT to achieve market 

specialization -concentrating on a particular 

market/product niche. 

48. ICT has fostered new business opportunities that 

the organization has exploited or intends to exploit. 

49. The organization has utilized ICT to market its new 

products and ser ices via existing networks and databases. 

50. ICT ha enabled the organization build exce 

computing capacit that tt could u e to market 

information n ·1 a an w bu inc pp rtunit ·. 

l I 

{1} {2} {3} {4} {5} 

{1} {2} {3} {4} {5} 

{1} {2} {3} {4} {5} 

{1} {2} {3} {4} {5} 

{1} {2} {3} {4} {5} 

{1} {2} {3} {4} {5} 



51. ICT has enabled the organization to create 

strong and profitable linkages with its supplier 

and customers due to accelerated e chano 

of information. 

52. ICT has formed the busis l'or th' rganization 

to enter int slrat ·gic ulliunc ', 

53. ICT has greatly tran fmmed the organization's 

value chain leading to efficiency in service delivery. 

54. Any other strategic role of ICT in your organization (specify) 

· hank y u f r y ur p rati n 

Ill 

{1} {2} {3} {4} {5} 

{1} {2} {3} {4} {5} 

{1} {2} {3} {4} {5} 



Appendix II: List of Insurance Companies in Kenya 

1. African Merchants Assurance Company (K) Limit d 

2. Apollo Life Insurance Company Limit d 

3. Blue Shield Insurance ompany tmit c.l 

4. British American lnsuranl: 'omp·mv r 'n a (Ltd) 

5. Cannon Assuranc ' HllJ an ' imtted 

6. 

7. Concord lnsuranc om pan Limited 

8. Co-operative Insurance Company of Kenya Limited 

9. Corporate Insurance Company Limited 

10. Fidelity Shield Insurance Company Limited 

11. First Assurance Company Limited 

12. Gateway Insurance Company Limited 

13. Geminia Insurance Company Limited 

14. General Accident Insurance Company 

15. Heritage A.I.I. Insurance Company Limited 

16. Insurance Company of East Africa Limited 

17. Intra Africa A urance Company Limited 

18. Inve co A urance ompany Limited 

19. Jubilc mpany Limited 

urancc mpany Limited 

_ I. ompany Limi t d 

K n ' n IIi n ompany Limi t d 
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23. Lion of Kenya Insurance Company Limited 

24. Mayfair Insurance Ltd 

25. Madison Insurance Company Limited 

26. Mercantile Life and General As uran' mpan td 

27. Occidental [nsuranc ompan I itn1l d 

28. Old Mutual Lif' Assurum: · m an 

29. Pan Africa Lit'' ln 'Urunc ompan Limited 

30. Paci ln urance o Ltd 

31. Phoenix of Ea t Af1ica Assurance Company Limited 

32. Pioneer Life and General Assurance Company Limited 

33. Royal Insurance Company of E.A. Limited 

34. Standard Assurance Company LimHed 

35. Tausi Assurance Company Limited 

36. The Monarch Insurance Company Limited 

37. Trident Insurance Company Limited 

38. UAP Provincial Insurance Company Limited 

39. APA Insurance Company Limited 

40. AIG Kenya In urance Company Limited 

41. CF A urance Company Limited 

42. Tdnity Life A urance 
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