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AU TRACT 

Th on goin' ··on< mi r·forms have created a fundamental shift in the 

cnvtronm nt 111 \ hi ·h firms operate. The major outcome of the reforms is 

libcralisati n f trade. 1rm 111 Kenya are now operating 111 a competitive 

environment. 

The tudy et out to document the strategic responses 0f the motor vehicle 

franchi e holder in Kenya to the changed environmental conditions. To achieve this, 

the obJective of the study were· 

To determine whether the firms have changed their missions, goals, objective , 

policie and plans in response to competition. 

To determine what adjustments in product, price, promotion, di tribution, co t 

tructure , re earch and development, and market predispo ition · the firm 

have adopted 111 re pon e to competition. 

Primary data wa collected u ing op n-ended and cl > ·ed ended que tionnair s 

from a ample f l 0 firm which had e. tabli. hed in K n a f >r th industry was 

liberali d. The data wa thereafter anal ed u ing taLl,. . m an s res . and 

per nta 

that in th ir mi ion , th trm ha · mad han , 111 

th If tin nt titi ~ 

n nh n Ill 



service. 

Th' firms ha\' mad hang · in the ranking of their goals. Most firms now 

rank survt al t th mo t important goal unlike before liberalisation when 

profitabilit \ a m re tmp rtant. The firms have changed their policies, and the policy 

that almo ' t all the firm have changed 1s the marketing policy m which more 

aggre i e marketmg i now adopted. 

In planning, the firms now adopt participative management than was before 

liberali ation. Idea from all levels of staff are now W{"lcome. there are frequent 

interaction to review the plans and communication of plans is now enhanced in most 

of the organisation to ensure the understanding of the plans developed. 

The franchi e holder have also made adjustment in their trategic variable 

e1ther moderately or ignificantly. The mo t adju ted trategie are the product 

trategie in which mo t firm have ignificantly improved their product qualities, 

feature and offering of a variety of model . In promotion strategies, advertising 

e. p nditure have be n increa ed considerabl In re. earch and de el pm nt. th 

mn ha\ ery much in rca d inf rmati n gath ring n 11' tit rs and cust m r 

e tort ar dire ted t uti th cu t mer ' nc d . In c . t structur 

rev m nt in t < lin lo :. nd 'apit,tl 

in th r tmt ll h pri in 111 I 



HAPTER I 

I TRODUCTION 

l.l 8 tKGR D 

Firm· ar ial entitle that are goal directed, deliberately structured activity 

stem: with identifiable boundaries (Bedeian 1980). A firm itself as a system is 

ine capabl bound in a variety of inter-relationships to the larger system that 

compn e the external environment. 

A firm as an open system must interact with the environment to urvive. It 

both con ume resource which it transforms into outputs and then export the outputs 

to the environment. Daft ( 1986) notes that open ystem can be Jnormously complex 

in that internal efficiency i ju t one i sue and i omellme a minor i ue. The 

organi ation ha to find and obtrun needed re ource , ih. '..:rpret and act on the 

en ironmental change , di po e of output , control and co-ordinate internal activitl"''> 

in the face of environmental di turbance and uncertainty if it i to b effective. 

It i in the arne vein that Aldrich ( 19 0) a sert ,· that to under tand the wh 

or ani ation, it hould e viewed as a . tern a· a t of mt rrelated el ments that 

lUI input~ ( uch a cmpl •e , ra\ · material , in rmati n and financial r . ur 

r 111 th n •i r nm nt and th n tran rm th m into om thin c f \. lu output) that 

n b int th nvir nm nl. 1 I th. t thi 

ll n at ;n 'lr •nn nt 



should respond appropriat I · 1 hangcs that occur in their respective environments. 

Th environment in whi h firm.., op rat in Kenya has changed due to the on-going 

economic r ·I' nns 

Th ec nomic reform taking placing in the country were as a result of the 

tructural dju tment Programs (SAP ) recommended by the World Bank and the 

InternatiOnal Monetary Fund (IMF). The programs were started around 1985, though 

in 1991, Kenya was pressurised to undertake reforms as a condition for quick 

di bursement of funds from the two bodies when the country was faced with serious 

foreign exchange hortage and payment pressures (World Bank Report, 1994). 

SAP were introduced to stop economic decline and re ult in economic growth. 

According to the World Bank, they were meant to eliminate distortion that prevent 

efficient allocation of re ource in the country uch as over-valued exchange rate, high 

current ccount and fi cal deficit , low factor mobility, re arictiun on dome tic and 

foreign trade, di torted pncing for tradable and ineffici , public services. Th 

adju tment program general! include re~ rm to: 

• tabli h a mark t - d termin d e chang rate 

Brio al d 1cit und r ntrol and 1ati naliz puhli in · tm nt 

Li r liz tr r ,md quantit lliH 

t\1 



assets, and in r as th marginal productivity of capital). 

fmpr v f public enterprises and labour markets to enhance the 

mobilit~ f e d · and labour and to make prices and wages more flexible. 

Improve the co erage and quality of social services (World Bank Report 

1994). 

These economic reforms have created a fundamental -;[lift in the environment 

in which firms operate. The major outcome of the reforms is the liberalization of tra:le 

in the economy and the firms in Kenya are now operating in a competitive 

environment. Kenyan industrialists are threatened by import liberalisation. This is due 

to the fact that liberalisation has led (for example in the motor industry) to the 

importation of reconditioned and second-hand vehicles into the Kenyan Market (Kenya 

Motor Indu try (KMI) A sociation). In line with Porter' ( 1980) ob ervation, thi 

importation threaten the market hare of local franchi e holder and thu r du their 

profitabilit . In fact due to the SAP , currently being im,..•l m •. ted, b th mall and 

large firm are under pre . ure to c mpetiti e in th I ell ci ut fi ld. In fi ient 

mn it the till urvi ing will ner r later di r su mar inall . 

1.2 'l HI.. Rl R H R BLI!. I 

th 

im in tl rt 

n I 

u tr •. h .ll mn th 



market for their v hi I ~ 

Th r nt li rali ·ati n ha, allowed for the entry of new firms into the 

industry l ·adin, t a r lat1 el large number of participants in the motor industry. 

Whil ther \ er onl ten franchise holders in 1990, this had increased to eighteen 

within a period of six years by 1996, with over two hundred models competing for the 

local market of new cars (AA (K) and KMI 1997). Liberalisation has also led to 

elimination of restriction of imports of assembled vehicles and buyers can now import 

at a duty of 35%. There has been a massive importation o)f second-hand and 

reconditioned vehicles into the Kenyan market in the recent ·" .:'<trs (see Appendix A). 

The imported vehicles have taken a sizeable share of the local franchic:. ­

holders' market po ing a threat to the1r urvival and to the whole local motor industry 

and the economy in general. This has led to such concerns as:-

1. The type of reactions which have been developed by the franchi e holders and 

the indu try in general. 

2. The way both ha e developed to try and contain the threaU ituati n. 

In ·pite of the importance of th industry a p rtray d her -in n pag 7, the 

n t aware o an tud that ha n addr · d th ab c.: 

con m/i uc. 

rc iv d itu ti n in th indu t • tht.' h inv ti ·~Hi n 1 th'-= 

pt b th mn in th in 



1.3 OBJE TIVE 01~ HI._ ST DY 

The purpo-; · of th stud is to investigate the strategi' .-.~sponses of the motor 

v hiclc franchis • h ld ·r tn Ken a to the liberalisation of the industry. To achieve 

this, th sp cliic bjecti es of the study are:-

1) To determine whether the firms have changed their missions, goals, objectives, 

policie and plan in response to competition. 

2) To determine what adjustments in product, price, promotion, distribution, cost 

tructure, research and development, and market predispositions the firms 

have adopted in re ponse to competition. 

1.4 SIGNIFICANCE OF THE STUDY 

The purpose of the tudy IS to e tabli h the natm·.! and adequacy of the 

re ·pon e of the franch1 e holder to the changed envuonment. The finding of t:-~ 

tudy are expected to guide the firm in the indu try in their re pon~e in th c ntinucd 

changing en ironment and help them rep ition accordingly and ha c a better insight 

into regional and global trend as the en ir nment ke p n changing. All tho~e firm~o, 

in Ken a\ hich f< c chall ng s p cd b · th r cnt li ralisati n \ ill quail b ncfit 

r m th findin of th tud ts it i h< d lO uid and make th m u tain th ir 

m 

11 , . th tu ' i ntribut lit l lUI 10 

timulu r urth r Ill 



1.5 DEFI ITIO F ThRMS 

There ur · ·rtain t~;rms /concepts in this paper that reqmre clear 

und rstandinn and \ h s de mition is therefore appropriate. Among these terms are 

th following: 

Environment 

The definition adopted for the purpose of this study is that of Andrews 

(1972),who ob erve that the environment of an organisation like that of any other 

organic entity is the pattern of all the external conditions and influences that affect 

it life and development. 

Environmental Conditions 

Andrews ( 1972) points out that environmental conditions include important 

international and dome tic trend of technological, econ'>mic, ocial and political 

nature. Change in the envtronmental condition hape l firrr. opportunitie and 

challenge . Thi definition will be adopted for the purpo e . i thi 'itudy ausc it 

encompas e all the element that con ·titute a firm's en ir nmental c nditions 

h term ranchi h ldcr h rc r f r t th I al hicl d alcr ap intcd b 

p r nt mp n '. 



(AVA) and en ral M t rs M , th first two being contract assemblers. The second 

category compris ·s •t ~ht •n fran h1se holders who are licensed to import complete 

knock d down kit ·) and contract the two assemblers for assembly. However, 

the franchi 'e holder find it economical to import complete Build-Ups (CBUs) for 

tho e model v ho e ale volume is low. The third category comprises of local and 

foreign components (parts) suppliers while the fourth category •>Jmprises the service 

and repair sector, referred to as the informal sector. The study focuses on the second 

category -franchise holders. Though GM is an assembler, it will be included in th1o::. 

study because it is the sole local franchise holder for the GM parent company in 

Amen ca. 

The Kenya Motor Industry is important to the economy due to it crucial role 

in transportation and contribution of revenue to the central Government and provi ion 

of employment opportunitie . Total contribution from licence , petrol and diesel oil 

taxe and import dutle in 1994 wa K£ 101 ,125,800; empl yme.tt in manufactur and 

as embly of motor vehtcle was 3,265, people in 1994, 5,145 0 p opl in m t r 

ehicle trade and 17, 424 p ople in service and repair of m •rr ehi l (R publi 

n 'a: tati tical Ab tra t, entral Bureau t tatisti . 1 95 . 

n d 1m ntl ... • h di I nt uth( 1 

I 71 th 

r ha m tl in u h 

7 



business the compan IS tn r 1. t b and th kind of company it is to be. 

( lo~ r an I ) define trategy as the fundamental pattern of 

pr s nt and planned r urce deployments and environmental interactions that indicate 

h w th orgam ·atwn \! ill achieve Its objectives. 

Thi · latter definition will be adopted for the purpose of this study because it 

brings out an a pect that i important for this study-that any strategy statement must 

be a de cription of how the organisation will interact with its em·ironment. Indeed an 

organi ation' pre ent and planned interactions with its environment will determine 

how effective and efficient that organisation will be. 

For firms to be effective and hence succes ful, they should adapt appropriately 

to change that occur in their respective environment (Hofer and Schendel, 1978). We 

have called uch adaptatiOn trategic re pon e becau e they alter the condition for 

effectivene 

1.6 0 TLI E OF THE T DY 

Thi tudy i tru tured into five chapter_ . Th fir. t <hap· er is th intr du t ry 

h pt r. It pr vides the background f th tudy, statem nt •)f th pr hi m. hj tiv s. 

un mition f term and utlin 1 th stud . 

'Jh nd chapt r i th litcruur r hi I' 

tu v han 111 th m ir nn nt 

th n- in 

lit tu in, h Ill th 



environment hav 1n t d the lo al, uropean, Japanese and American motor 

industries and h )W th' ha adjusted to ·urvive is also reviewed. 

Th tlmd chapt 1 i. the re earch design chapter. The scope of the study, thL­

p pulation of the stud , the ·ample, data description and collection and data analysi 

m thods are di cu ed here. 

The fourth chapter presents the findings of the study, data analysis and 

findmg . 

The fifth chapter contains a summary of the research findings, conclusions, 

recommendations, limitations and future research direction.:.;. 



HAPTER II 

ITERATURE REVIEW 

2.1 IMP T FTHEE TERNALENVIRONMENTONORGANISATIONS 

It ha · been ob erved that changes in the external env1r'Jnment have an impact 

on an organi ation. Variou authors (Chandler, 1962; Andrews, 1971; Daft, 1986 a.~rl 

Porter, 1991) variously point out that firms are environment - dependent and changes 

in the environment shape the opportunities and challenges facing the organisation. 

Understanding of this will help a firm define its objectives and develop competitive 

methods/strategy. This is necessary if the organisation has to be efficient for success 

to be attained. 

Dess and Origer (1980) have noted that looking heyoi1d the organisation' 

immediate operating environment to the industry in which it cor tpete ha long been 

advocated. Aguilar (1967), arguing on the arne line, ob e:·v ;!"I that manager must 

hift their environmental canning from the immediate area in which the firr-

compete to the indu try a a whole The arne po ition 1 taken by Porter ( 1 ) who 

p int ut that the "e . ence of formulating a competitive trateg 1 relating th 

compan ' t its en ironment" and that th ke a p t 

1n u tr • in which it comp t .. H urthcr 

a firm's n tr nm nt is th 

that industr charactl:ri tics 

I influ n th ali nn nt option avail. bl t th firm. 

R nt im n i m m .md 1 

hi h tt lh tl 

0 



extent of unpredictabl 'hann in nvironmental elements, and heterogeneity of and 

range of nvir )Om ·ntal a ti\ 1ti ·s. These dimensions similar to those proposed by Child 

( 1972) synthesiz' l\ approaches to conceptualizing environments (Aldrich and 

Mindlin, 197 ): 

a) a a ource of informatiOn and 

b) a a tock of resources. 

Environment assessment i considered an antecedent activity to the formulation , 'l 

company obJectives and competitive methods. Andrews ( 1971) asserts that this i the 

sequence of the normative literature on strategy formulation. 

Porter (1991) points out that the proximate environment will define many of 

the input (factor) markets the fum has to draw on, the information that guide trategic 

choice , incentives and pre ure on firm to both innovate and accumulate kill or 

re ource overtime. Competitive advantage then may re ide a much in the 

environment as in an individual firm. 

Porter ( 1991) further argue that th environment shar · how a ti iti s ar 

con tgured uniquely and what commitment can be madt. ,ucc s. full . hus th 

n ironm m i imp rtant in pro iding th initial insight that und rpin comp titi "C 



2.2 TRAT RE PO , ~ OF FIRMS OPERATING IN CHANGED 

ENVIRO Mh TAL ONDITIONS. 

2.2.1 trategic options 

Hall ( 19 0) studied how large manufacturing corporations in America were 

affected when their external environments became turbulent.. He found out that many 

tructure that were stable and highly profitable during \ne "go-go" decade of the 

1960s were moving towards instability and marginal profitabi li: v. Moreover the broad 

range of corporate strategies and "success formulas" which brought prosperity in tho t> 

early years were no longer working. Instead, these were being replaced with a mucn 

narrower range of strategic choices that were becoming es ential to urvive in the 

ho tile environment ahead. Thu when there are change in the external environment 

corporate manager have to direct a great deal of attention to redefining their bu ine · 

a a crucial tep to formulation of . urvival trategie . There is al o need to 1 k 

beyond the rank of one's competitor today and tho e that ntay b come c mpetll rs 

tom rrow and exploit new markets. 

j b 1 1 ) b erv s that a busin s sh uld b · dcfinl I in h.:rms f thr 

dim n ion : th cu torncr roup th t will erYcd, the cu• ·.1 r n d that will h 

m t nd th ati th in thi lim: that Iii ( ll l , 

that th in tht: 

p m t r in Ill 

m up r I t u m 



exactly the same wa th u..,t< mis ~ locally assembled cars. Py so doing, they would 

offer~ aturcs lik' in im1 n d cars (such as air conditioning and electric windows) ar.·J 

add d m ·a ·ur f r liabilit . 

The ·econd po sibility also hinges on the need for the firms' redefinition of 

their approach to bu iness. Ndii further argues that the assemblers could make a case 

of changing their tatus into industry Export Processing Zones (EPZs) as other 

indu trie have done. This would enable them to import CKDs or second hand cars 

for that matter, duty free, and customize them for both the domestic market and for 

export. In this case, they would only pay duty for the units sold into the dome tic 

market and thus avoid the import duties and other domesric taxes which they claim 

erode their competitivene . 

Porter ( 1980) uggest three generic competitive trategie which can heir a 

firm develop a competitive edge over it · competitor in a competitive environment. 

A firm can develop a trategy of overall co t leader hip, differentiation strategy and 

focu . strategy. 

T chi eve overall co t leader htp in an mdu try, a firm car. adopt fun ti nal 

poli ie and re on to aggre i e con truction f eftici nt- ale fa ilitic . hi can h 

<.1 n and rna hin · and in Llllati n ol new plant 

anom t 11 u ·i m. I h.:. I rship 

h 



a firm to be abl to c mp t fa oUJ·ably through price cuts especially when dealing 

with custom •rs who .u- pn · • .., nsitive. 

P rt r furth r argues that a firm can al o adopt a strategy of differentiating its 

product or ·er ice offering a a means of trying to create something that is perceived 

indu try-w1de a being umque. Product uniqueness can be achieved, for examp.i ... , 

through de ign and creation of innovative features. The firm can then carry massive 

campaign empha izing the product's uniqueness, the various models/brands available 

o as to build a strong brand identification and great customer loyalty to defend itself 

against competitors' products. 

The other strategy Porter suggested is that of focu . This means that firms have 

to focus on a particular buyer group, segment of the pr Jduct line or geographic 

market Thi is ba ed on the reali ation that in a comp•:titive environment, firms 

hould narrow their operation to target pecific marke 

competitive edge. 

2.2.2 tudi in other indu tries 

o a to develop a 

B tl I 5) found that due to the n-g ing nomic r f rms in th country, 

mn in th dair indu tr • mad ~ m adjustment~ in th ir mark tin 1 rni mp )nt:nts 

pri pr m ti n and pl. in or 1 to • dapt to th t:han m tin 

m titi in th Jibcr li mn m t .tn 
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custom r.' p r i d alu . On promotion, the firms did little advertising but 

parti ipat d in -;h e hibitions as a way of promoting their products. On the place 

varia I . th firm made deci ions on the distribution channels to use, given their 

objective and the nature of the product in a way that enhanced place utility. 

Bett further found out that in addition to the chan.;es in their marketing mix 

components, the firms adopted more market driven strategic aporoaches. They engaged 

themselves in market segmentation and market planning in order to cope with th..: 

competitive environmental challenges. The firms also paid attention to the activities 

of their competitors while, at the same time, undertaking to know what was happening 

within the industry and their markets. In the environment that was dynamic, the firm 

found it necessary not only to be focused in their identification of key issues but also 

to be flexible and adaptive. 

Steel and Web ter (1992) found out that small cale enterpri es in Ghana 

adapted to the competitive environment a a re ult of SAP · by .l.ltering their product 

mixe . Some firm , unable to compete with import , hif:ed tr, producing differ nt 

pr duct . Change in product mix were e pecially prevalen n tho e ect r who. e 

pr duct. were more ulnerable to c mpetition from tandardtZed imp rt · 1 ng w lh 

changes in pr duct mix, a num er f firm hifted th ir mark t strategt firm 

rc al d c n id rablc initiative in kin n wly p ned mark t ni h -.. . ar ltrms 

tn particular had t cck ut n w d m tic mark t whit m firms h t:amc 

·p rtin 

r U1th r un ut th. t in th 1 ttt m 1 t 1 tu 
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firms also chan d th tr input sourcing behaviours as most of the firms opted for 

ch ap r s ur' :. Ma· rity of the firms that were previously not favoured by import 

li nsing y tern reported substitution of domestic for imported inputs under the 

adju tment program . Also in their effort to cut costs, under the SAPs, employment 

fell rapidly in mo t of the medium and large scale firms under study, partly because 

many were able to shed excess labour and partly because they were squeezed between 

high costs of imported inputs and greater competition from liberalised imports. 

Generally most of the firms surveyed altered their strategies anc~ generally by higher 

proportions for those established before the SAPs were implemented and by lower 

proportions for those fums established after the SAPs were implemented. 

2.2.3 Studies in the motor industry 

Mohammed ( 1995) found out that the importation of reconditioned and u ed 

motor vehicle affected the marketing mix component of franchi e and ubsidiary 

motor vehicle companie in Kenya. The firm reali ed the need to moderately adjust 

their marketing mix component e pecially promotion, people and probe, the ·e last 

two having been lately recogmzed a · further c mponent of the marketing mix. Th 

c mpanie u d con tant price pr gram back d y pr duct r~d rentiati n strat g 

to th r with moderate pr m ti nand di~trihuti n a ti iti s. ' I h imp rtati n aff t d 

th mn \ hich th n r ali d th n d or th nh. n m nt < 1 th ir 

nd m1 titiv lh anta • vi -a-vis th ir rival • thl: n I t )J" m 
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better financial positi n 

M hamm d furth r b ·erved that the firms did not realise the importance of 

research in ord r t determme the opinion of their potential customers towards th~., 

introduction of new motor vehicle makes which would be of lesser quality but cheaper 

than the exi ting ones. He recommended this strategy since this would enable them 

to focu their marketing efforts to a new, independent and viable market segment 

consisting of the low income group of consumers as this would enable them have a 

better opportunity to regain at least most of their market share previously lost to the 

dealers of reconditioned and used vehicles. 

In their response to "assault" from a new wave of impQrtation of cars and 

Japanese car manufacturing plants opening in America, the tt rc0 big American motor 

vehicle producers: General Motors (G.M), Ford and Chrysler found it nece ary to C' .. 

operate in their attempt to limit Japanese car sale . G.M. scrapped plan to produce 

it impact electnc car and in tead was con idering a joint venture with Ford and 

Chry ler that could mean haring an a embly plant (The Economi t, January 16th -

22nd 1993 . The three firm had entered into a joint pre-competitive re earch and had 

launched nine eparate con ortia aimed at tackling a variety f pr bl m. ranging fr m 

r c cling t batterie for ele tric vehicle. . he rd c mpany had in est d in a s ri s 

o t levi i n c mm rcials t nhanc it al I ad rship. h . · a! ad t d ti ·rc 

pri - uttin 

Ut . 

al . or du C< ~ts. th C( mpan a11n u•.~ d nsid rnhl j h 
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would weaken its c r busin ss s it spent millions to expand into sectors with 

supposedly bright futur s - a ro ·pace, electronics and rail transport (The Economist, 

Jun 26th - Jul .... nd 1993). With the increased competition~ Daimler's plan was not 

to ·ell more car , but to ell higher quality ones. To enable l ·;:amler earn profits, the 

firm had to eliminate two layers of management, slashed the workforce, bought mOle 

part from outside and at Mercedes-Benz, learnt "target pricing" - the skill of 

developing and making products to suit the budgets of potential customers. Daimler 

got credit for adapting to changes in markets and technology by reinventing 

themselves. In the factory, German managers were belatedly learning Japanese lessons 

in lean production and American ones in "business re-engineering". 

To enable the Honda and Toyota retain their market share (The Economist, 

February 1 t - 7th 1993), the firms identified the Japanese consumer ' change to 

recreational vehicles. Honda came up with recreational dark. wiP.Jow and folding eats 

as different ort of recreational vehicle are proliferating, targeting the Japane e 

con umer ' changed preference from aloon car to recreational vehicle . The fin.:..: 

have reali ed that to keep up with fa hion mean carving niche in a crowded market. 

Launching lot of m del·, aggre ive marketing campaign. helped the firm to law 

th ir way a k to a ne-third har f Japan' car market. The firm~ al r ahs that 

d c mp titi n, mpanies mu t m ut with n w pr du t\, and d s 

m re qui kl than in th pa t, d Japan mark t. his ha mad it h~ud 

tur rs, m t o wh o h:rin' 

J m t. 

1 



The one compan that has been sailing steadily through the competition in the 

.. uropean car mark 't ha · b n the Volkswagen (VW) including its Audi, SEAT and 

Skoda brand ·. VW i the largest car maker in Europe with a 17.2% share of sales 

while GM, the runner-up, has only 12.55% (The Economist, January 18th - 24th 

1997). Much of the improvement comes from VW's grasp of brand management and 

marketing, admired by all its competitors. But a dramatic improvement in factory 

efficiency ha turned the increased sales into profits. 

In his observation as to how firms can survive m this era of globa1 

competition, Porter (1996) asserts that success can be achieved by uncovering' new 

markets, new technologies, new products and new concepts. And that does not happen 

by down-sizing. Instead, it requires investment in both human capital and innovation, 

along with a recognition that a failure to expand plants, offices, and workforce i 

ultimately a recipe for capitulation of market hare in a rapidly growing global 

economy. 



HAPTERIII 

RE EARCH DESIGN 

3.1 COPE OF THE T DY 

This tud i a urvey on the motor vehicle franchise holders in Kenya. It aims 

at documenting the trategic responses of the franchise holders to the changed 

environmental conditions seen in terms of increased competition. The study targets the 

franchise holders that had established in Kenya before 199 t when the motor industry 

was liberalised. All such firms are located in Nairobi. 

3.2 THE POPULATION 

The population of this study consists of all motor vehicle franchise holders i11 

Kenya. As at March 1997 there were eighteen franchise holders in Kenya (See 

Appendix B). Subsidiary companies were not included in this li t because often 

ub idiarie have the arne management practice as their mother companie (Blunt, 

1978). To tudy trategic re pon e in both the mother and their ub idiarie would 

be a duplication of re earch effort . 

3.3 THE AMPLE 

The tudy ~ use on franchi. e holder which had e- ,tabh• hed in Ken a 

91 wh n the industry was lib rali ed. It was p r i ed th~' t· "~C ar th firms that 

have b n af~ t d m st and alter d th ir strat i b hi 'h~.:r pr p rtt I' 

th n tho fran hi tahlish d th ir pcrati n tn 

r wa 1 n f .tn ' hi 

n din ). II lh 1 n tum ' 1 
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considered for th stud u: th ir number wa small enough t0 warrant this. Efforts 

were made to coil t a: mu h detailed information as possible from the respondents 

3.4 DAT DE RIPTIO AND COLLECTION 

Thi 'tudy u ed primary data. This was collected usmg an open-ended 

questionnaire. General Managers Marketing Managers or other relevant senior officers 

were interviewed to obtain specific details. This was aimed at making it easier for the 

researcher to explain questions the respondents were unclear about and also to help 

the researcher get a better understanding of the problem in relation to competitive 

response. Probes were used where necessary to capture desired information. The 

"drop-and-pick later" method was used where personal in iervie\'·/S were not possible 

to help cut down on non-response rate. 

3.5 DATA ANALYSIS TECHNIQUES 

Data in this study was analyzed using descriptive stati tics. The e included 

table , proportion /percentage , and mean core to achieve the et objective . Mean 

core were calculated to indicate what adju tment have been adopted on the trategic 

variable m re pon e to competition. The mean core were ranked on a 5-point Likert 

scale with 1 taken to mean the highest level and 5 the lowe t level. The · de 'Cripti e 

analytical technique. ha e been exclusively applted in r lated tudie in the pa. t 

B tt I ( -) and t I and cbst r (1992). 
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HAPTERIV 

D T LY I AND INTERPRETATION 

4.1 INTRODU TlO 

Thi chapter deals with data analysis and interpretation . .-.f the research findings. 

The data i ummarised and presented in form of means, percentages and tables. It 

documents whether the flrms have changed their missions, goals, objectives, policies 

and plans in response to competition. It also documents what adjustments in product, 

price, promotion, distribution, cost structure, research and development and market 

predispositions, the flrms have adopted in response to competition. 

All the ten franchise holders chosen for the study were analyzed. Five 

respondents were interviewed on the basis of the questionnaire whereas five 

respondents filled the questionnaires through the "drop-and- oick-b ter" method becau e 

personal interview were not possible. 

According to there pon e received the pre-liberali at10n e tabli hment of thr 

firm of concern can be depicted a follow :-

able 4 Period of e tabli hment of th franchi holder in K n a. 

Betore 1970 1970-79 19 0·89 

7 

ot th tud ' i th t n n hi h ld r. tl,·tt ha l t thli-..h 10 

1. But n •i u til Ill t th m ' n: 
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established by 1979, with th first being established by 1970. 

According l lh r~ ·pondent , the markets served by these firms stand as 

follow :-

Table 4B: Distribution of firms into markets served . 

-
Market Served Number of firms 

Domestic only 4 J 
Foreign only -

--

Domestic and foreign 6 

I 

j 

As table 4B shows, out of the 10 firms, 4 of them, representing 40% of the 

sample, serve domestic markets only whereas 60% serve both domestic and foreign 

markets. Domestic here refers to Kenyan market and foreign means any market 

outside Kenya. The firms that serve foreign markets target at the Preferential Trade 

Area (PTA) region. 

Perception of Competition 

Table 4C: Di tribution of firms into their perception of competition. 

---
Level of Competition o. of firm 

Very stiff 6 

·airly l iff 4 

h th mp ni o t com: rn vie w th ir bu,in <h main tt h • 1 

h "n in t bl th lllll ,j \ ' CHTIJ titioninth indu tr~ tll \ll ' tit 
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whereas 40% of th firms i w mpctition to be fairly stiff within the firms . 

The manag 'r · f th' fi e firms who were interviewed argued that competition 

in the indu ·tr ha · increa ed due to the increased participants in the industry and the 

importation of econd hand and reconditioned vehicles due to the liberalisation of the 

industry. There pondents further argued that liberalisation has affected their sales (see 

appendix D). 

For all the firms , the sales dropped since 1991 to depressed figures in 1993 as 

shown in appendix D. The respondents, however, indicated th<1t there has been an 

encouraging growth as evidenced by the trend since 1994 during which sales of new 

vehicles picked up, after which a remarkable recovery was achieved in 1995 and 199b. 

They attribute the improvement in sales mainly to adoption of aggressive marketing 

campaigns and provision of a variety of models with recreational features to 

customer . However, they ob erved that though the sales have been picking up, the 

current figure are till lower than figure of the vehicle old in 1989 and 1990 

mainly due to the liberali ation of the indu try . 

4.2 H E I FRA HI H LD R' L, 

BJE p D PL R p T 

0 1PE ITI 

\ ith th for oin overview of h \ · th' ompani s )f \'i \\' their 
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competition. 

Company Missions 

Th r -pond nt were a ked to indicate whether competition had led to a 

change in any of the components of their companies' missions and to explain the 

changes, if any. Table 4D shows the results. 

Table 4D: Distribution of firms into whether changes had been effected in any 

components of the mission in response to competition. 

--., 
hether effected changes YES NO TOTAL 

Mission components I 
. -

l Basic product 7 3 10 

Primary market 6 4 10 - -1 
Principal technology 7 3 10 

- .I 

' Company philo ophy 5 5 10 . J 

A revealed in table 4D, mo t of the firm have changed the component of 

their mi ion a a re ult of competition. A can be een, 70% of the firm.' ha e 

changed their ba ic product , 60~ ha e changed their primary markets, 700ft hav 

chang d th ir principal te hn logies and S f the f' rms ha chang d th ir 

ompan · phil phi s. 

'I h 1m1 that hav chan, d th ir basi· pr du t .cd the r ~ m t l 

ri k n th • h no • m up ' •ith a numl 1 ll n w m k I 1 
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the market. Also found t b n ' ssary to these firms is the need to ensure that their 

basic products hav uniqu C atures to enhance their attractiveness to customers. The 

firms that hav changed their primary markets found it necessary to widen their 

market coverage b targeting all ector of the market- both corporate and individu?.l 

buyer . 

The change in principal technology has been necessitated by the need to 

develop a competitive edge. The firms are now upgrading their technologies by adding 

new equipment and machinery to ensure that their products are of high quality and 

have more features to enhance their utility to the customers. The respondents argued 

that technological update was quite necessary to match the changes in the 

environment. 

The firms that have changed their company philosophies indicated that their 

new philo ophie are aimed at enhancing customer ervice .nd being committed to 

excellence. However, the firm that have not changed their company rni ion argu-.,d 

that their rni ion are changed by the parent companie only and are the arne world­

wide. One of the re pondent argued that growth wa the major rea on for the change. 

in hi company' mi sion and competition was ju. t part of the equation. Howe er, 

tho wh ha c n t changed their c mpan mi . si n"> as indicated in ta I 4 argued 

that this had n t d stabilis d th ir p rati n . 
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In th ir r sp ns 'S a: t whether the firms have changed order of importance 

of their g als in r" p n ·e to competition, 90% of the respondents indicated that they 

have changed the order of importance of their goals after the liberalisation of the 

indu try . There pondent argued that before liberalisation, growch and/or profitability 

were given priority. But after liberalisation, survival is now ranked first by all these 

firms followed by growth and profitability. 

Company Objectives 

The respondents were asked to rank their companies' objectives in order of 

importance before and after liberalisation. According to the respondents, six firms, 

repre enting 60% of the firms, have changed the ranking of their objective . 

For the firm that ranked the objective concurrec that before liberali ation, 

competitive po ition, technological leader hip, profitability :.tnd return on inve tment 

were ranked to be among the mo t important objective . But after liberali atior. 

techn logical leader hip 1~ now the mo t 1mportant objective. The re p ndent t 

wh m the que ti nnatre wa admm1.tered p r nally were in agre m nt that " ith 

incr · d comp titi n, t hn logical 1 ad rship is m r imp rtant, th n c )111p titi 

po it ion, pro Itahility and return n invc~tm nt. mpl c 1 !uti n and d v ll pm~.:nt. 

d in t t m tith~.: nvir nm nt, it i 

unt d n J t in < r I r to m l l , 1rm 
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competitive position by a din uni u features to its products, have high productivity, 

hence high profitabilit and r turn on investment. However, the other four firms 

indicated that th ha not changed the order of importance of their objectives, 

m·guing that all the objectives were and still are equally important. 

Company policie 

On company policies, the respondents were asked to indicate whether there has 

been a change in any of their company policies in response to competition. They were 

also asked to explain the changes if any. The results are ... ; indicated in table 4E 

below: 

Table 4E: Distribution of the firms into whether changes had been effected in 
• 

any of the company policies in response to competition 

Ye No Total 

Policie ·· 

Personnel policy 7 3 10 

6 4 1 

7 3 

•-1 

5 1 

6 4 

\\' • n , th l n mn ha h Ill t: Ill 1 r l nn I 
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policy. The respond nts plain d that with liberalisation, tht: · firms now emphasize 

more on highly skill d staff and inve ting in training and development programmes. 

One re 'pondent rud that h1 firm now organises training of staff overseas in their 

principal' , factor to improve their kills. Another respondent said that his firm was 

now more concerned with getting the best and maintaining them by reviewing their 

terms regularly. 

On the question of change in purchasing policies, six firms indicated that they 

have changed their purchasing policies. With liberalisation of the industry, and 

liberalisation of trade, the firms are now more strict and en~ure that they procure their 

inputs from cheaper sources - at the best possible prices. The tcspondents indicated 

that they now substitute imported for domestic inputs. Seven firms have changed their 

financial policie in response to liberalisation. The firms now adopt more tigi1~ 

financial policie with more regular audit of their finance . One re pondent aid that 

hi. company now en ure that they turn out tock fir. t than before. Credit p ri d ar 

al o now regularly reviewed to reduce the number of day that credit i availed. ffort 

to keep borrowing co t low 1 al o given high priority in view of high intere t rate . 

A far a marketing policy i · concerned, nine firm have changed their 

mark ting p licie . Th resp ndent \\h \ er inter tewed ga 1 th e planation that 

th t trm now adopt a mor ales and mark tit , 

nr w rn r · t-ori ntcd and th y n m n.:: tim und tst.mdin • th it 

nd pn vidin th t to m l th hu · rw' n I at .m t ll tdat i 

p 
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On re carch and I pm nt policy, 50% of the respondents have made 

changes in this m a. ·han es that were commonly indicated include introduction 

of resear h and d el pment department as well as in e .:;ting more in these 

departm nt with empha i on undertaking of marketing intelligence to enable th\; 

companie under tand their marketing environment in their attempts to develop a 

competitive edge. 

In relation to operating policies, six of the firms were found to have changed 

these. In-time delivery is now emphasized and the firms now adopt strict measures 

by engaging killed taff and new machines o a::; to enhance efficiency und 

effectiveness. However, one of the respondents argued that their company policies are 

formulated from the headquarter and are the arne worldwide. 

The finding that most firm have changed their poli ·ies is indeed quite 

pertinent. Policie provide guideline for e tabli hing and controlling the on-going 

operatmg proce e of the firm in a manner con 1 tent with the firm' trategic 

objective . Thu it i nece ary that once the environment in which a firm operate 

change· implying, change of the objective , the policie have to be changed t 

con i tent with th company' objective . 

Plannin 

R ar m plannin •. th 

h i 

mmuni ti n 
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environmental conditions. ight firms have effected changes in their planning. The 

respondents con ·utT u that th r is now increased level of participation in planning 

exercise by 1 w le el ·taff unlike in the past when only top level staff participated. 

The respondent argued that there is now improved communication throughout the 

organi ation to en ure that the workers understand the developed plans and their ideas 

are now welcome. In the development of the budgets, company-wide plans and 

functional plans, the chief executives and functional heads now interact mort­

frequently than before. There are also frequent interactions/meetings to review the 

plans. 

However, three firms indicated that with the rapidly changing environment, 

they plan over shorter durations unlike when the industry had not been liberali ed. 

Where long-term plans were made, they are now regularly reviewed to reflect change 

in the environment. 

With the competition in the indu try, and the ntcd to do thing right, ix 

organi ation indicated that they were now forced to adopt l'.>lter organi ed y tern 

of planning. They now engage them elve in formal planning with deliberate attemr• .. 

devel p plan. which are written after eing devel ped. 

Pra tice f me participati e management is welcome due t the fa t that v ith 

d c mpctition and the nc d t b r~ p nsi ~ t th raptdl changin' 

n ir nm nt. ntrali ati n om s a pr r qui it to uc 



4.3 ADJUSTMENT 

COMPETITI 

TRATEGIC VARIABLES IN RESPONSE TO 

ln order to under tand the current strategic responses of the firms to the 

increased competition in the mdustry, specific strategies were posed to the 

respondents and they were asked to indicate the level of adjustments that they have 

adopted in respon e to competition. The adjustments were : anked on a 5-point Likert 

scale. A mean score was computed for each strategy, with 1 taken to mean highest 

level and 5 taken to mean lowest level. The strategic varial: ·? .:; were product, price, 

promotion, distribution, cost structure, research and development and market 

predispositions. These were perceived to be the major strategic variables that a 

strategist can use to effectively respond to changes in the environment. This section 

cover the analysis and interpretations on the e is ues. 

4.3.1 Product strategies 

Product trategic deci ion a already di cu ed entail endle combination of 

model quality, feature , brand and erv1cmg. The ·trategJes ra -;ed were on pr duct 

range, product quality. introduction of unique features ana aftr , ale ervi e. 
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Table 4F: Mean score of adju tments on product str> .tegies 
- ·-

Product strat gi ~~ No. of Absolute Mean ~ 
firms score • I score 

1 Improvement of model qual1ty 10 11 1.10 
st~mdm·d 

2 Introduction of new models 10 13 1.30 

3 Introduction of unique model features 10 14 1.40 . 

4 Offering of after sales services 10 13 1.30 

*Mean score ranked on a 5-point Likert scale with 1 taken to mean highest 

level and 5 taken as lowest. 

From table 4F, all the mean scores are approximately 1, showing that all the 

product strategies have been significantly adjusted as the firms' strategic responses t~ 

competition. However, the strategy of improvement of model quality standard ha 

been adju ted more than the other three product trategie . In fact all the re pondent 

who were interviewed were in agreement that to urvive in the current market, one 

need to continuou ly improve the quality of the product offering and offer a variety 

of m dels. create unique features and offer uperior after - ·ales ervice .. 

The significant adjustments in pr duct strategteo; need t be enhanced gi n 

that a pr du t i. th m st important element f th ma11\.etim; mi that link!-. the 

comp. n • with th on um r. It houlu t, ilor u C\' n nor 1. suit th 

n d . 



4.3.2 Pricing strat gie. 

Table 4G: Mcun scor s of the adjustment on pricin strategies 

Pricing trategie No. of Absolute Mean 
firms Score 

.. 
score~ 

.. ,_ 

1 Giving generou price discounts 10 18 1.80 
---

2 Charging low prices to increase sales 10 21 2.10 
volume 

-·-
3 Setting low prices to enhance product 10 21 2.10 

volume 
·-

4 Setting high prices to enhance product 10 34 3.40 
image 

--
5 Use of credit facilities 10 22 2.20 

·-

*Mean score ranked on a 5-point Likert scale with 1 taken to mean highest 

level and 5 taken as lowest. 

From table 4G the mean core of 3.40 indicate that the firm have t."~t 

changed much their pricing trategie by etting high price to enhance product image. 

All the other trategie ha e mean core of approximately 2 and ar 

interpr ted to mean that the firms have m derately mcrea. ed the use f th e pricmg 

stratc in th ir resp n" to comp titi n. ne re p nd nt aid that hi 1rm is nm: 

llin pure! on di count ba i . Another r sp md nt said that th w rc n )\ ttin, 
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facilities where the ustom rs ' uld pay low deposits and comfortable monthly 

instalments. 

4.3.3 Promotion trategies 

Table 4H: Mean scores of adjustment on promotion strategies 

--
Promotion trategie No. of Absolute Mean 

Firms Scores . 
s ~ore 

---
Advertising expenditure 10 12 1.2 

--
Emphasizing on model suitability to local 10 13 1.3 
conditions in advertisements 

--
Use of various advertising media 10 17 1.7 

·-

*Mean cores ranked on a 5-point Likert scale with 1 taken to mean highest 

level and 5 taken as lowest. 

From table 4H the mean core of 1.2 and 1.3 mdicate that the franchi e 

holders have highly increa ed there pective promotion tratef , .. The five re pendent , 

who were interviewed argued that with the mcrea ed competition, their firm ha-. c 

ignificantly incre~ ed advert! mg expenditure to create awareness to p t nttal 

th c. istcn e of their m dcls and t p 1t1 n th uniqu ~ atur s f th ir 

pr >du t in th mind of potential custom r . ur oth r firm indicat d that in their 

ni m nt • t 1 do hi hly mpha iz t n th tlltuhilit H thl: It al 

c n m iti n. 



The mean sc r f 1.7 i.., int rpr ted to mean that the firms have moderately 

increased the usc of vari u ad crtising media. Five firms indicated that they have 

now started using the radio, newspapers and magazines as their advertising media 

more than they did before liberah ation. 

4.3.4 Distribution Strategies 

Table 41: Mean scores of adjustments on distribution .:-: lrategies. 

- --
Distribution strateg1e No. of Ab olute Mean :::ore. 

firm Score 

1. U e of variou di tribution 10 21 2.10 
channels 

-· 
2. Opening of branche at trategic 10 22 2.20 

area 

·Mean core ranked on a 5-point Likert cale with 1 taken to mean highe t 

level and 5 taken a lowe ·t. 

s shown in table 41 11 the di. tribution trategt ~, h:··te a m an f 

appr imately 2 \ hich are int rpr ted t m an that th !trms ha m d rat Jy 

t c mp titi< n. t " 

o th ten plain that th mer a d th ountr wid 

Ill 



4.3.5 Cost structure . t rate~i 

Table 4J Mean 'cores of adjustments on cost structure strategies. 

Cost struc ure strategies No. of Absolute Mean 
firms score scores* 

1. Change of input sourcing - 10 24 2.40 
substitution of imported for 
domestic inputs 

2 . Staff retrenchment 10 30 3.00 

3. Efficiency in operations 10 18 1. 80 

4. Improvement in technology 10 13 1. 30 

5. Capital investment in state of 10 14 1.40 
the art equipments (information 
technology) 

6. Internal co-ordination and 10 J7 1. 70 
control . 

7. Information exchange across 10 17 1. 70 
activities 

*Mean scores ranked on a 5-point Likert scale with 1 taken to mean highf:st 

level and 5 taken as lowe t. 

From table 4J the mean core of 2.40 i interpreted to mean that the firm have 

moderately increa ed the ub titution of imported for dome tic input . Three of the 

firms indicated that they now ~ource more of their input · from outh Africa. Through 

the intervi " s, 2 resp ndent indicated that they s urce input fr m the1r 

ranchi r /principal . ne rc p nd nt p int d out that th ir tirm' .. purchasin d ·i ion 

rit n hu in rom th ch ape t s ur . H " cv r. two f th ';;. sp nd nts said that 

th im1 rt mi h d pr< iuct fr m th ·ir pa Ill! ani /tr.m hi rs . 

h m n int rp m n th.lt th t u. 
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retrenchment has not b n han d. hr respondents said that their firms have not 

reduced their work for·' t ut Jnst ad they were now increasing their staff and were 

now going for m r ·killed manpower to enable them •,urvive in the current 

competitive environment. The mean score of 1.8 is interpreted to mean that the firm~ 

have con iderably improved efficiency in their operations. 

The mean score of 1.3 is also interpreted to mean that the firms have 

significantly improved their technology. Five of the respondents said that technological 

improvement is nece sary to create a strong competitive position. The mean score of 

1.4 means that capital investment in state of the art equipment has very much 

increased. The mean scores of 1.7 are approximated to 2 and are interpreted to mean 

that there are moderate increases in these strategies. Thus internal co-ordination and 

control, and information exchange across activitie have been moderately increased. 

Three of the respondent who were interviewed aid that th1 had increa ed in all 

department But two of them aid that coordination and information exchange v." · 

mainly between marketing and ervice department to en ure cu tomer ati faction. 

The co.t tructure trategie adopted y the e firm will help the firm · t 

rcduc the price of th ir pr duct and be c mpetiti e esp cially by making their 

pr duct app aling t price en iti e custom r . 



4.3.6 Research and Dcvclopm nt 

Table k: Mean cor of adjustment on Research and Development 

trategi . 

Re earch and Development Strategies No. of \ Absolute Mean 
firms score Score* 

··-

1. Marketing research expenditure to 
tdentify customer need 10 14 1.40 

••.-

2. Information gathering on competitors' 
-Product 10 11 1.10 
- Price 10 11 1.10 
- Promotion 10 12 1.20 
- Production 10 18 1.80 
- Distribution 10 17 1.70 

· -

3. Investment in training and 
development programs 10 16 1.60 

-·-
4. Hiring of expert /con ultant 10 20 2.00 

--

*Mean core ranked on a 5-point Likert cale with 1 ,,:ken to mean highe t 

level and 5 taken a lowe t. 

r m table 4K th mean c re of 1.4 is interpret d t mean that the firms ha 

onsidcrahl • incrc.::a d th marketing res arch pcnditur id ntify u t )Ill r n ds. 

th r pon cnt aid that to u demand idcntil •i n 

ltm ttrthn m l thi all lor th 

n d l m r tin ll i nti ' th n n 



respondent said that his c mpun has n t been investing much in research but it is 

currently changing and is n \ tlanning to set up a research department. 

f 1.1 and 1.2 are interpreted to mean that information 

gathering on competitor ' product , prices and promotion have significantly increased. 

The mean core of 1.7 and 1.8 are approximated to 2 and are interpreted to mean that 

the firm have moderately increased information gathering on competitor's distribution 

and production methods. Another information on competitors which was cited by 60% 

of the respondents was information on competitors' financial Slfength and support from 

their principals. These respondents argued that it was important to increase the 

gathering of this information because it is necessary to know the strengths of rivals 

a a basis to creating competitive strategies. 

The mean core of 1.6 is interpreted to mean that inve tment in training and 

development program have been con iderably increa ed. The mean core of 2 i al 0 

interpreted to mean that hiring of expert /con ultant ha been moderately increa ed. 

1
x of the firm. mdicated that they mainly hire expert in ervit e and computer area 

to enable them improve their ervtce~ to the1r cu tomer . 

The contributi n. f research and development cann • e undere~tlmated. It 

grcatl influences the d el pm nt f n v pr duct. Pr du t mn at1 n c ntnbut • 

>r ntl t any comp 

nt. 

•rowth and survi al in th mark t. Harri and \1on 1 ( }l u J 

that it i •t ritic. II imp rt'mt mditi n )I" survi ~ 1 in • 

m tit in or I r il i 

0 



necessary to know comp titors v II in order to effective!; compete with them. 

Strategic moves of one ·ompan affect or influence the actions of the other rival 

companies. As a r ·ult, the actton · of rivals have a direct relevance in the choice of 

a firm's strategy. Thi i true because one has to succeed in such competition because 

as just as the focus of one firm's efforts is the customer, so is that of competitors. 

Thus the franc hi e holders emphasis of research and development and, especially, of 

information gathering about their competitors is a positive step towards success in a 

competitive environment. 

4.3. 7 Market predispositions 

Table 4L: Mean scores of adjustments on market predisposition strategies. 

-
Market predi position strategies No. of Ab olute Mea 

firm score con 
. 

1. Focus on certain market segment 10 12 1.20 
-

2. Initiative to eek new dome tic marke 10 13 1.31 

3. Initiative in eeking new foreign market 10 27 2.71 
niche 

4. D velopment of model. to ·uit the 10 14 1.4 
budget of p tential cu t mer 

Identifying and targeting bu ers of their 10 13 1.3( . 
mtd I -
* 1 an rc ranked on , -p int ik n al with I ' k n to mean hi lh 

1 

· n , low l. 



From table 4L, th m an " )f of 1.20 is interpret<!d to mean that the firms 

have significantly incr 'US 'd th 'tr f ·u~ on certain market segments. The mean score 

of 1.30 is also int rpr t d t mean that the firms have con~· r'icrably increased their 

initiative to ·e k ne\: dome uc markets. All the five respondents who were 

interviewed ·aid that their effort to increase the number of branches and advertising 

expenditure are attempts to eek new markets. 

The mean core of 2.70 is approximated to 3 and is interpreted to mean that 

the firms have slightly changed their initiatives in seeking new foreign market niches. 

However, six firms indicated that they are planning to start exporting to Uganda and 

Tanzania, the two neighbouring countries. 

The mean score of 1.40 i interpreted to mean that the firms have significantly 

increased development of models to uit the budgets of pote:t ial customer . Five 

re pendent aid that they now have a variety of model i.Mgeting the buyer of 

variou cla e of income. 

The mean core of 1.30 1 interpreted to mean that the firm have con iderably 

increa ed their effort in identifying and targeting buyer of their model . our 

respondent , aid that their firms were now mor f u ed and were practi ing m r 

direct and per nali d selling. 

'I 
1 

other trateg • that om 1rm ar ad pting was that trad -i n . hr of 

th t n 1rm h au d ar 

th ran 

mnthmut 

in ii i hml c n l! .t i -in th it u 



HAPTER 

S l\1 l RY NO ONCLUSIONS 

This chapter pe ·ent · a summary of the findings of this research project as 

regards the two main objecti e of the tudy. Based on the findings, the chapter gives 

ome recommendation on how the firms can further improve thr .r strategic responses 

as the environment keeps on changing. The limitations of the study are then discussed 

and the chapter end with uggestions of the areas for further research. 

5.1 SUMMARY 

The liberalisation of the motor industry means that the firms in the industry are 

operating in a competitive environment. In an effort to be successful, the motor 

vehicle franchise holders in Kenya have made a number of strategic change in their 

internal dimen ion . 

The firm have made change in the principal component of their mi ion . 

Mo t of the change relating to variou improvement have ~ . ~n made in the firm ·' 

principal technologic o a to make competitive products, hence change in th . 

basic produ ts by adding unique features. There are al attempts to p netrat n \ 

market and chang s in mpany phil . phi s. all f \ hi h arc aim d at r 1ng th 

at s. 

·nt 1nn h in th ir primiti ation/r, nkin ot th ir 'htls. 

Jnli in th p t, ... _.~ ..... li wth mVl r I .r llubilit 

ll h n th n t 



profitability. 

The compan )bj '·ti '" ' hi h are now ranked to be very important by the 

firms are technological! ader ·hip, competitive position, productivity and profitability. 

In the past, before liberali ation profitability was ranked to be the most important 

objective. 

The firms have also made changes in their policies. The policy that has been 

changed by almost all the companies as can be seen from Tabl~~ E is the marketing 

policy in that the firms are now aggressively marketing their r.roducts than before the 

industry was liberalised. The other policies which have been changed by most fim ::. 

are personnel policy in which the firms have changed their recruitment and 

development policies. They now go for highly skilled personnel and invest more in 

training and development programs. Financial polices have al o been changed by mo t 

firm which are now more trict in their financial planning and management. In their 

purchasing policie , mo t of the firm have hifted the ource of their input to 

cheaper ource. with mo t of them ub tituting imported for local input . 

The firm now invest more in re earch and development o a to enable them 

monit r the envtr nment for faster adju tment to em ·r nrr.~ntal change ·. Th 

p rating p licic ha e b en tightened m re s a t ;nsure effic1 n and 

In th ir rt to r pond d quat I ' to th ompctiti m, th linn ha\'l: .tbo 

in th ir pi nnin 

, ut n \ • th um rll 



,. •) 

that their ideas arc now w 1 om and iT rts are now made to ;.uprove communication 

in the organisations. lnt ra ·ti ns ar now more regular than before to review the plans 

to reflect any chang s in th en ironment. 

The franchise holder ha e al o made adjustments in strategic variables in their 

attempt to urvive in the competitive environment. Various strategies have generally 

been adjusted significantly or moderately. The most adjusted strategic variables were 

product, promotion, cost structures, research and development, and market 

predispositions. 

The companies have significantly adjusted tP·~ product strategies by 

considerably adjusting the strategies to differentiate their products, doing extensive 

promotion, adopting cost structure strategies which include change of input sourcing 

to cheaper ource , increa ed efficiency in their operation , capital investment i .. 

information technology and increa ed co-ordination of activitie and information 

exchange aero the variou department /activitie . 

Mo t firm. have al o increased inve tment in re earch to identify cu tomer 

need and gather information on competitor ' activitie Training and devel pment 

have al been increa ed to impr c th skills f their p r nn 1. 

1arket prcdisp ition tmtcgies ha e on a era 1. h ~n adjusted. Much 

• tt nti n h n iv n to ef ort to identi y th n ds o 1 'at iou m nt ot th 

m r · t an I th•1t ati ly the n d . 



5.2 CONCLUSION D RE MMENDATIONS 

The firms huv g ·n rail. mad -;ubstantial adjustments in their strategic variables 

in order to surviv in th mp t1ti e environment. The adjustments are in order. 

However, a · ob er ed b dii (1997), the franchise holders could compet.' 

effective! , with the importatiOn of second hand and reconditioned vehicles, by 

customizing second hand car for the domestic market exactly the same way they 

customize locally assembled car . 

Organisations face continued changing environments, thus it is important for 

managers of the franchise holders to understand that for their organisations to avoid 

falling victims of strategic problems as a result of maladjustment to their 

environments, it is important to understand that since imp~rtant organisational 

environment are tho e which are created through a proce!.s of attention, an 

organisation re pond only to what it perceive . Tho e thing: .nat are not noticed do 

not affect the organi ation' deci ion and action . Further, what it perceived may r ut 

be what actually exi t . Thi mean that organi ational information gathering and 

proce .. ing sy tern: are critical and organi ation hould under tand the need f r 

tratcgic informati n y tern. to can the1r envir nment and gather inf rmati n 

stcmaticall and continuou I inspit o the mpl ity f th rgani at1 ns' 

n ironn nt or f~ ctivc: deci ion m kin • and r th ·m to b pr a ti rath r than 

r uv in th ir envm nm nt . 

im th < mml ti . n 

•llh th utu m nun • tl 



of those aspects of their rgani ·uti ns' n ir nment which are susceptible to the kind 
of change that will a{'f' t th < r anisation ' future for effective strategic plarming. 

Otherwis , envir omental change offer an excellent basic investment 
opportunity and reinve tment climate, at least for the organisational leaders insightful 
enough to capitalize on their positions. 

5.3 LIMITATIONS OF THE STUDY. 

1. This tudy focuses on a broad area of strategic variables of internal 
dimensions. Due to time con traint, it was not po ible to exhaust all the 
aspects of the e trategic variables, hence some relevant aspects may have been 
left out. 

2. The study only focu ed on how the firm have re ponded to competition 
among other environmental factor uch a inflation and economic growth rate 

.. which have al o changed. 

3. Not all re pondent were interviewed a 50% of the f 111 were reached u ing 
the dr p-and-pick-later method. There ·pondent not interviewed may not ha· 
clear! communicated what they meant in the questionnatre. . A the 
r ear h r \ as n t able t pr them, they rna ha e mt. mt rpreted s m 
qu ~tim . It rnati ely, they may n t hav pr ss d th m I v w 11 ( n 

7 



5.4 RECOMMENDATIO ~ ~, R F RTHER RESEARCH. 

1. The study focus d n th strat gic responses of the firms that had established 

bcfor th liberali 'ation of the industry, thus leaving out eight franchise holders 

that had e tabli hed after the liberalisation. One could carry a similar study on 

the e firm o as to provide a basis of comparing and finding out whether 

there is a difference in the adjustment on strategtes pursued by the firms 

established before and those which established after the industry was 

liberalised. 

2. The study reveals that the firms have responded by making some adjustrneJllS 

in their strategic variable . The firms have adjusted their strategies to different 

levels. Research should be ~arried out to find out if there are any constraints 

that the firm face in their re pon e to environmental change . 
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PPENDI ES 

APPENDIX A 

Number of 

Year 

1991 

1992 

1993 

1994 

1995. 

c nd-hand and reconditioned vehicles imported 1992-1994. 

umber 

2,629 

3,998 

5,872 

7,848 

6,830 

• Provisional 

Sources: KMI and Kenya, Republic of Kenya, Statistical Abstract, Central Bureau of 

Stati tic ( 1996). 



APPENDIX B 

Motor vehicle Franchis h ld 'PI in K nya a at March 19SI6 

1. Amazon Motor Ltd 

2. Bruce Motor 

3. C.M.C Motor 

4. D.T. Dobie 

5. Doughty Ltd 

6. E.C.T.A Kenya Ltd 

7. General Motors 

8. Hyundai Motors (K) Ltd 

9. Kamsons Motors 

10. Kenya Motor 

11. Kmg way Motor 

12. Mar hall (E.A) Ltd 

13. Masharik1 Motor 

14. Ryce M tors 

15. imb, olt M t r~ Ltd 

16. 

17. 

an on 

K 

tors 

Lt 

Lt 
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APPENDIX C 

Motor Vehicle ranchis h ld 'rs stabli hed in Kenya before 1991. 

1. Amazon Motor Ltd 

2. C.M.C. Motor 

3. D.T Dobie 

4. E.C.T.A. Kenya Ltd 

5. General Motors 

6. Marshals (E.A.) Ltd 

7. Mashariki Motors 

8. Ryce Motors 

9. Simba Colt Motors Ltd 

10. Toyota Kenya Ltd 

ource: AA (K) ( 1997) 



APPENDIX D 

KMI ANNUAL VEHICLE SALES STATISTICS (1990 • 1996) 

1110 1111 1U2 1013 11114 11116 111116 

PASSENGER CARS ~ 600 2 002 2 7~3 1 ~00 2 ~17 4 050 4 2211 

PICKUPS 3 719 2 9~6 2 320 1 30~ 1 677 2 797 3 17~ 

LIGHT TRUCKS 1 130 1 303 1 044 ~95 1121 1 50~ 1 97r. 

HEAVY TRUCKS 1 ~ 17 561 477 362 716 1 446 1 045 

4WDESTATES 1 364 850 088 337 718 879 1 036 

Oll£RBUSES H2 377 484 340 385 748 677 

MINIBUSES 894 659 GOI 298 514 550 4 12 

DOUBlE CABS . 65 119 107 

TOTAL 13 682 11 4113 8 316 4 6112 7 413 1 2 0113 12 1154 

I ASIIOK 1:! Ill 10 1!· 

ASIA 56 SA 2 1 

\uot 3 1 

BEDFORD 5 2 2 99 3G 

BMW 33 102 7 1 

CHEVROLET 30 

OAEWOO 424 35G 

OAF 9 18 15 

OAIHATSU 223 213 222 138 89 59 77 

OFM 95 110 

EJOER 8 110 05 

FIAT AUTO 125 07 GO 43 26 42 51 

FIATIVECO 22 26 II 1 8 36 151 

HI NO 49 16 20 14 4 1 40 20 
I 

HONDA 112 106 95 36 16 51 62 
HYIJNDAI "' H9 4 54 4~9 

ISUZU 2 109 1 682 1 659 706 1 182 1 867 2 016 

KIA 116 129 160 

L.AHDAOVEA 689 100 162 158 214 312 370 

LEYLAND OAF 31 4 1 39 61 8 

MARliTl . 7 209 380 203 

MAZDA 814 697 449 120 160 38 0 544 

MER:alES 39 32 2 36 125 32 3 380 

... MOl(£ 8 6 16 17 18 2 1 

WTSUB~Stt t 658 t 7 t 1 1 052 637 755 t t 51 1 053 

loiTSUBISHI FVSO 319 

.. NISSAH DATSUN 2611 1 848 1 787 781 1 060 1 565 I 665 

HISSAHUO 2311 185 210 117 142 251. 2G!i . 
NIVA 10 10 6 "' 1 J 7 

' au '~ 1110 1n OJ O!i II' I 

P£UQ£0T 1 II1U 1 OO!i 1165 6011 1157 1 3 1~ 1 140 

PnOTON 11 G 1 

' I I RAHOEAOVEA 4 12 20 

RENAUlT 113 4 !· 

SAHI.YI 7 I ll 

!i7 

SUI~ 100 10 at 31 fl~_ 17 04 -Wl\Jia 330 3110 107 102 111 183 1j._O 

ilJATA 3 30 1:11 417 !iOI ~0"1 

• TOYOTA ~.(iOO 1.?73 1.'101 '740 ... , ,,, I U7 
_!__OlVO to t7 G , ,, Ill Ull 

• VYI u 33 44 • I. :JO or. 
1-

1-.N TOTAl. I J....:_l ~J- ,, . ., I JU_ 4 u:r __L 4 U U_L_OU IJ U4 



Telephone: 732160 Ext. 225 
Telegrams: "Varsity", Nairobi 
T alex: 22095 Varsity Nairobi 

April 17, 1997 

APPENDIX E 

INTRODUCTORY LETTER 

UNIVERSITY OF NAIROBI 
FACULTY OF COMMERCE 

MBA- PROGRAMME 
LOWER KABETE CAMPUS 

INTRODUCTORY LETTER: MR. HENRY KIMWOMI KOMBO 

P.O. Box 30197 
Nairobi, Kenya. 

MR. HENRY K. KOMBO is a Masters student in the Faculty of Commerce, University of Nairobi. In partial fulfilment of the requirements of the Masters in Business and Administration (MBA) degree,he is conducting a study on "COMPETITIVE RESPONSES BY FIRMS FACING CHANGED ENVIRONMENTAL CONDITIONS - A STUDY OF MOTOR VEHICLE FRANCHISE HOLDERS lli ~ 

Your organization/firm has been selected to form part of this study. To this end, we kindly request your assistance in completing the questionnaire which forms an integral part of the research pr~ject. Mr. Kombo will be responsible for the administration of the questionnaire. Any additional information you might feel necessary for this study is welcome. 

The information and data required is needed for academic purposes and will be treated in strict confidence. A copy of the research project will be made available to your organization/firm upon request. 

Your cooperation will be highly appreciated. 

Than you. 

. o. 301f7 
' 
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APPENDIX F 

Q E TIONNAIRE 

SECTION I: 

1. Year when the company stfted operations in Kenya 
N 

2. Please name the (models) your company sells in Kenya. 

3. Markets served (tick one) 

a) Domestic markets only 

b) Foreign markets only 

c) Dome tic and foreign market 

4. De cribe the competition your company faces (tick one) 

Very tiff 

Fauly tiff 

5. Please mdicate the re pective ale of your company in unit ~ r the la. t IX 

y ars: 

4 ............ . 

2 ............ . 

1 I 



E TION II: 

1. Pleas indicate " hether competition has led to a ch ,mge 111 any of the 

following components of your company's mission: 

Basic product Ye ( ) No ( ) 

Primary market Yes ( ) No ( ) 

Principal market Yes ( ) No ( ) 

Company market Yes ( ) No ( ) 

If yes in any of the above, please explain the change 

2. Among the following goals, please indicate the order oi 1mportance (from the 

mo t to the lea t important) in your firm before and after liberali ation of thP 

indu try. 

(i) 

(ii) 

(iii) 

B 

Survival 

Growth 

Protitabilit 

th r 1oal 

t r li li u n 
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3. Among th f llowin b' tiv s, please indicate the order of importance (from 

th most to th' I 'ast important) in your firm before and after liberalisation of 

th indu ·tr . 

(i) Profitability 

(ii) Return on investment 

(iii) Competitive position 

(iv) Technological position 

(v) Productivity 

(vi) Employee relation 

(vii) Employee development 

Before liberalisation 

After liberalisation 

0 



4. Please indica! wh th r there has been a change in any of the followi:1g 

policies in r sp ns to competition. 

(i) Per onnel policy Yes ( ) No ( ) 

(ii) Purcha ing policy Yes ( ) No( ) 

(iii) Financial policy Yes ( ) No ( ) 

(iv) Marketing policy Yes ( ) No ( ) 

(v) Research and 

Development policy Yes ( ) No ( ) 

(vi) Operating policy Yes ( ) No ( ) 

If yes, in any of the above, please explain the change 

5. Please mdicate whether there has been a change in planning in your company 

in re pon e to competition. If Ye (for example change in participation in 

planning and review of the plan ). plea e explain. 

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



E TION III: 

1. For a h c r th' ~ II wing competitive responses, ple;!~ e tick (~) only one of 

the P ·p cti e number to indicate (as per the key) what adjustments have bee11 

adopted in re pon e to competition. 

KEY 

1 = Very much increased 

2 = Moderately increased 

3 = Not changed 

4 = Moderately decreased 

5 = Very much decreased 

A PRODUCT 1 2 3 4 5 

1. Improvement of model 

quality tandard ( ) ( ) ( ) ( ) ( ) 

2. Introduction of new 

m dels ( ) ( ) ( ) ( ) ( ) 

3. Intr duction f umque 

mod I featur s ( ) ) ) ( ) 

0 ~ nn ' ot aft r- al 



B PRICE 1 2 3 4 5 

1. 

di ·count , ( ) ( ) ( ) ( ) ( ) 

2. Charging low prices to 

increa e ales volume ( ) ( ) ( ) ( ) ( ) 

3. Setting low prices to 

enhance product volume ( ) ( ) ( ) ( ) ( ) 

4. Setting high prices to 

enhance product image ( ) ( ) ( ) ( ) ( ) 

5. Use of credit facilities ( ) ( ) ( ) ( ) ( ) 

c. PROMOTION 

1. Advertising expenditure ( ) ( ) ( ) ( ) ( ) 

2. Empha izing on model 

uitability to local 

condition 10 

advertisement ( ) ( ) ( ) ( ) ( ) 

3. I; f arious 

advcni ing m dia ( ) ( ) 

D. DISTRIB '110 l 2 5 

1. f1 )l) 

i tributi n hmn I ( ) 



2. Opening of bran h s at 

strat gic ar 'a~ ( ) ( ) ( ) ( ) ( ) 

E. COT "'TRU TURE 

1. Change of input ourcing 

Substitution of 

domestic for imported 

inputs ( ) ( ) ( ) ( ) ( ) 

Substitution of 

imported for domestic 

inputs ( ) ( ) ( ) ( ) ( ) 

2. Staff retrenchment ( ) ( ) ( ) ( ) ( ) 

3. Efficiency in operation ( ) ( ) ( ) ( ) ( ) 

'4. Improvement in 

technology ( ) ( ) ( ) ( ) ( ) 

5 Cap1tal inve tment in 

tate of the art equipment 

(information technology) ( ) ( ) ( ) ( ) ( 

6. Internal c -ordination ( ) ( ) ) ( ) ( ) 

7. In rmation xchang 

a ti iti ( ) ( ) ( ( ) ( ) 



F. RESE R II D DE ELOPMENT 

1. Mm·k ting re earch 

expenditure to identify 

cu tomer needs 

2. Information on competitors' 

Product 

Price 

Promotion 

Distribution 

Production method 

Other 

3. Inve tmcnt in training and 

development program 

4. Hiring f experts/ 

Fa ilitat p,/ n ultants 

1 2 3 4 5 

( ) ( ) ( ) ( ) ( ) 

( ) ( ) ( ) ( ) ( ) 

( ) ( ( ) ( ) ( ) 

( ) ( ) ( ) ( ) ( 

( ) ( ) ( ) ( ) ( ) 

( ) ( ) ( ) ( ) ( ) 

( ) ( ) ( ) ( ) ( ) 

() () () () () 

() (· () () () 



G. MARKET PREDI PO JTIONS 1 2 3 4 5 

1. Fo us on c rtain mark l 

: gm nts 

2. Initiative to eek new 

dome tic markets 

3. Initiative in seeking new 

foreign market niches 

4. Development of models 

to suit the budgets of 

potential customer 

5. Identifying and targeting 

buyer of your model , 

6 

( ) ( ) ( ) ( ) ( ) 

( ) ( ) ( ) ( ) ( ) 

( ) ( ) ( ) ( ) ( ) 

() () () () () 

() () () () () 

-
I 


