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ABSTRACT
Competitive strategy deals with management’s galae fo compete successfully, its

responses to a dynamic external environment, itdyato shift with the demands of
its customers and its initiatives to strengthenmtarket position. The media industry
in Kenya is highly fragmented and competition anstrexisting players is stiff. The
media choices available to Kenyan consumers cantiowxpand at a rapid pace. The
purpose of this research was to identify the changecurring in Nation Media
Group’s external environment and to establish drapetitive strategies if adopted in
response to the changes in its external environniEém research was conducted
through a case study. Both primary and secondawy ware used. Interview guides
were administered among NMG’s senior managers leatgprimary data. Being a
case study, content analysis was used to analgzdata. The study findings showed
that NMG is facing competitive pressures from othezdia houses, political and
legislative changes, demographic changes, changasitomer tastes and preferences,
globalization, economic factors and the emergericthe digital space. In a bid to
remain competitive NMG has embraced Porter's genstiategies namely cost
leadership, differentiating its products and foclise study recommends that NMG
should develop other brands which can compete sefidly in the market, since its
main publication The Daily Nation has reached maturity. The study further
recommends that NMG needs to explore what otheathibjies and opportunities are
available on the internet since this has not bediy éxploited. Lastly there is need
for NMG to position itself to take advantage of oppnities that may be present with

the new county government structure.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the study

A company’s competitive strategy deals exclusiweith the specifics of management’s
game plan for competing successfully, its specdftorts to please customers, its
offensive and defensive moves to counter the masrsuef rivals, its responses to
shifting market conditions, its initiative to stigthen its market position and the specific
kind of competitive advantage it is trying to aclee(Thompson et al., 2012). Porter
(1998) demonstrates that the essence of formulatamgpetitive strategy is relating a
company to its environment. He further notes thtoagh the relevant environment is
very broad, encompassing social as well as econforges, the key aspect of the firm’s
environment in the industry or industries in whithompetes. An organization therefore
needs to be prepared to defend itself against indfierces. According to Pearce and
Robison (1997) a host of external factors influeadem'’s choice of direction and action
and ultimately its organizational structure andeiinal processes. These factors which
constitute the external environment can be dividetd three categories namely the
remote environment, factors in the industry envinent, and factors in the operating

environment.

The media industry in Kenya has grown tremendousithe past five years. The main
players mainly; Nation Media Group, Royal Media\&&s, The Standard Media Group
and Radio Africa Group have been rapidly introdgaiew products to the market. This
has made competition very stiff. There has beesidenable competitive heat for players
to get their own new and improved products intorttagket quickly (Muganda, 2007).

The Nation Media Group is currently operating inugbulent environment in that the

external environment is changing all the time. Tetlia industry has seen new entrants in



the market following additional licensing of newapérs by the Communications
Commission of Kenya. Their desire to gain markedrehhas led to stiff competition.
There has been rapid change in technology and #diums through which news is
transmitted. While online technologies have tramafd the media along many
dimensions, one of the most important ways of ustdeding this is in how the news
cycle has changed. In the old days news was brokemal-time channels such as radio
and TV, reinforced and pushed out to a broaderesgei through newspapers, discussed
again in chat shows, and sometimes had life adué&tetnews with updates or responses.
Today, while elements of that cycle remain, muclt bbs changed. Twitter has had one
of biggest impacts on the news cycle, firstly bieafbeing the first media to break news,
in offering a discussion forum around mainstreandiammeoverage, and amplifying stories
that have appeared in traditional formats (Daw@9). In order for NMG to remain
competitive and protect its market share thereeedrto adopt competitive strategies that

are in line with the changing external environment.

1.1.1 Competitive Strategies

Porter (1980) defines competitive strategy as talaffensive or defensive actions to
create a defendable position in an industry, tecmrcessfully with the five competitive
forces and thereby yield a superior return on itnest for the firm. He further states
that firms have discovered many different approadoethis end, and the best strategy
for a given firm is ultimately a unique constructieflecting its particular circumstances.
Johnson et al. (2005) define competitive strategyha bases on which a business unit
might achieve competitive advantage in its mark®ganizations achieve competitive
advantage by providing their customers with whattivant, better or more effectively

than competitors; and in ways, which their compedifind difficult to imitate.



Porter (1996) describes competitive strategy asdoélifferent. It means deliberately
choosing to perform activities differently or torfeem different activities better than

rivals to deliver unique mix of value. He furthdoserves that an effective competitive
strategy takes offensive or defensive action ineprib create a defendable position
against the five competitive forces. According tm hthis broadly involves a number of
possible approaches, that is positioning the fiorthat its capabilities provide the best
defense against the existing array of competitards; influencing the balance of forces
through strategic moves, thereby improving the ‘Brmelative position; or anticipating

shifts in the factors underlying the forces andpoesling to them, thereby exploiting

change by choosing a strategy appropriate to the qmnpetitive balance before rivals

recognize it.

Porter (1980) has identified three potentially ®sstul generic strategic approaches to
outperforming other firms in the industry. They lide; overall cost leadership,
differentiation and focus. Cost leadership requaggressive construction of efficient-
scale facilities, vigorous pursuit of cost reduatiofrom experience, tight cost and
overhead control, avoidance of marginal customeowats, and cost minimization in
areas like research and development, service, &@les and advertising. The second
generic strategy is one of differentiating the pretdor service offering of the firm,
creating something that is perceived industry wadebeing unique. Differentiation, if
achieved is a viable strategy for earning aboveameereturns in an industry because it
creates a defensible position for coping with the fcompetitive forces, albeit in a
different way than cost leadership (Porter, 1980 focus strategy is the third generic

strategy. According to Hiriyappa (2008) the foctrategy is directed towards serving the



need of a limited customer group or segment wheoemapany focuses on serving a
particular market niche that may be defined gedgcatly, by type of customer, or by

segment of the product line.

Miles and Snow (1978) have introduced four stratggistures which include defenders,
prospectors, analyzers and reactors. They destetemders as organizations which have
narrow product- market domains. Top managers i tiype of organization are highly
expert in their organization’s limited area of ogtéyn but do not tend to search outside
of their domains for new opportunities. As a resaft this narrow focus, these
organizations seldom need to make major adjustmiertseir technology, structure, or
methods of operation. Instead they devote prim#&snton to improving the efficiency
of the existing operations. Prospectors are orgdioins that almost continuously search
for market opportunities, and they regularly expemt with potential responses to
emerging environmental trends. Thus, these orgaoim often are the creators of
change and uncertainty to which their competitorsstnrtespond. However, because of
their strong concern for product and market inniovatthese organizations usually are

not completely efficient (Miles and Snow, 1978).

According to Miles and Snow (1978) analyzers arganizations that operate in two
types of product- market domains, one relativedypl, the other changing. In their stable
areas, these organizations operate routinely aficiesitly through use of formalized
structure and processes. In their more turbuleesar top managers watch their
competitors closely for new ideas, and then th@ydig adopt those that appear to be the
most promising. Miles and Snow also identify a thustrategic type known as reactors.

They point out that reactors are organizations liictv top managers frequently perceive



change and uncertainty occurring in their orgaizat environments but are unable to
respond effectively. Because this type of orgaimatiacks a consistent strategy-
structure relationship it seldom makes adjustmérdny sort until forced to do so by

environmental pressures (Miles and Snow, 1978)

1.1.2 The External Environment

Lussier (2009) points out that an organization’semal environment includes factors
outside its boundaries that affect its performanide. further argues that although
managers can control the internal environment, theye limited influence over what
happens outside the organization, hence organimtioust respond to environmental
changes and continually align their internal enwinent with changes in the external
environment which can result in changing the missind shifting priorities and goals.
According to Hiriyappa (2008) the external envire@mhis important to every kind of
business operation. He further states that therreadteenvironment is an attempt to
understand the outside boundaries that are hetpispape the organization and that the
external environment can provide both facilitatignd inhibiting influences on

organizational performance.

According to Porter (1980) the essence of formntpstrategy is relating a company to
its environment. He notes that the relevant enwirent is very broad; encompassing
social as well as economic forces, the key asgddbiedirm’s environment is the industry
or industries in which it competes. The industriusture has a strong influence in
determining the competitive rules of the game adl we the strategies potentially
available to the firm. The profit pool lens can ferticularly illuminating in industries

undergoing rapid structural change. Such changethen triggered by deregulation or



new technology or new competitors always resulta shift in the distribution of profits
along the value chain. While rapid change can apam sources of profit, it can also
close off traditional sources. For industry lead#re shift can be very dangerous,

threatening their control over the profit pool (Gesth and Gilbert, 1998).

The changing composition of the population is adam the external environment that
can create both opportunities and threats, for @k@amas the baby boom generation of
1960s aged , it created a host of opportunitiestiareats such that as the population aged
there was an upsurge in demand for consumer appbanormally bought by couples
marrying for the first time while on the other handustries oriented towards the young,
such as the toy industry experienced a declinéhéir ttonsumer base (Hill and Jones
,2001). Like the demographic environment, sociahnge creates opportunities and
threats. Thompson et al., (2012) observe that kémiees include the societal values
attitudes, cultural factors and lifestyles that &mpbusinesses. They further point out that
societal forces vary by locale and change over .tiEsamples include the attitudes
towards gender roles and diversity in the workfoarethe trend towards healthier
lifestyles, which can shift spending towards exa¥cequipment and health clubs and
away from alcoholic products and snack foods. Miatg and Quinn (1991) also agree
that strategists have to keep aware of social dpweénts as they are constantly
changing. These include the quest for equalityrforority groups, the demand of women
opportunities and recognition, the changing pastevhwork and leisure, the effects of
urbanization upon the individual, family and neighimood, the rise of crime, the decline

of conventional morality, and the changing composibf the world’s population.



The changes in the political and legal environmérage a major effect on the level of
opportunities and threats in the environment. Adcg to Hill and Jones, (2001) one of
the most significant trends in recent years has ltiee move towards deregulation which
eliminates many legal restrictions and has ledhéoldwering of barriers to entry and led
to intense competition in a number of industrielse Thedia industry in Kenya has seen
barriers of entry reduced which has led to manyae$ and increased competition. The
natural environment which includes ecological andm®nmental forces such as weather,
climate, climate change and associated factorsvir shortages could previously be
ignored. However with the increase in sensitivity the impact on the physical
environment of all industrial activity, it becomessential, often to comply with the law,
to consider how planned expansion and even comtimy@eration under changing
standards will affect and be perceived to affeetair, water, traffic density, and quality
of life generally of any area which a company woliké to enter (Mintzberg and Quinn,
1991). Different authors are in agreement that rietdgy is the fastest changing

component of the external environment.

Mintzberg and Quinn (1991) state that from the pofrview of a strategist technological
developments are not only the fastest unfoldingth&tmost far reaching in extending or
contracting opportunities for an established corngpdmchnological factors include the
pace of technological change and technical devetmpsrthat have the potential for wide
ranging effects on the society, the rise of theerimgt, changes in communication
technologies (Thompson et al., 2012). Hill and 3of#901) point out that technology is
very key for an organisation because technologicahge can make established products
obsolete overnight and at the same time it canter@dost of new product possibilities

making technology changes both creative and ddateucChristensen et al. (1998) state



that as technology changes rapidly, knowledge amhluilities obsolesce more rapidly
than in other industries. This implies that captéd and knowledge gained at earlier

stages in an industry’s development might not leguls

1.1.3 Competitive Strategies and the Environmental Challege

Mintzberg and Quinn (1991) state that the enviromna an organization in business
like that of any other organic entity, is the pattef all the external conditions and
influences that affects its life and developmerite Environment influences relevant to
strategic decision operate in a company’s industiy total business community, its city,
its country and the world. Change in the environhtdrbusiness necessitates continuous
monitoring of a company’s definition of its busisedest it falter, blur or become
obsolete, therefore since by definition the forriola of strategy is performed with the
future in mind, executives who take part in thatsigic planning process must be aware

of these aspects of their company’s future.

Managers need to draw some conclusions about gy adjustments will be needed
to deal with the impacts of the changes in the strguconditions. It is important to

analyze the dynamics of the external environmergaim better understanding of what
strategy adjustments will be needed to cope wi¢hdhivers of change and the impacts
they are likely to have on competitive intensitylandustry profitability. Indeed without

understanding the forces driving environmental glegaand the impact these forces will
have on the company’s business over the next ontree years managers are ill

prepared to craft a strategy matched to emerginditons (Thompson et al., 2012).



1.1.4 Overview of the Kenyan Media Industry

The history of Kenyan media is closely tied to pladitical and economic interests of the
colonial government and white settler communitilse nationalist movement, the mau
mau war, the 1952 emergency and her majesty’s gowemt's commitment to give
Kenya independence influenced colonial policy taisamedia. The authoritarian
colonial government’'s dominant perception of theesgr was always that of an
unnecessary evil that deserved close supervisidrcantrol (Mbeke and Mshindi, 2008).
After independence, in 1963 the majority of broatican government owned radio and
televisions were imported programs from the UK @&uderica. When Jomo Kenyatta
took over as president of Kenya, he encouragedhtidia to broadcast Swabhili programs
and African music and dance. Newspapers also cowvame news on Africa traditions
and culture. Up to 1992 Kenya Broadcasting Corpana<BC) also formerly known as
Voice of Kenya (VOK) was the only broadcasting camyp that had a countrywide
coverage. The scene changed and growth in the nredliatry was experienced with the
birth of multi party politics in 1992. During thiperiod there was more freedom of
expression by the media. The daily newspaper manke¢ased to four and alternative

press also known as the gutter press emerged.

By 2000, more stations began to broadcast anddutiroaden the options available for
Kenyans. Additional stations were Nation TV (rendnTV), Family TV, Sayare TV,
K24, KTN, STV, Metro, New Star TV, QTV, CCTV and tZen TV. Mbeke and
Mshindi (2008) point out that Kenya has sophisédaand diverse and lively media
sector characterized by television, print, radid arthriving new media such as internet
and mobile phones. They classify the types of médaadly as private/ independent

media, the public state broadcaster; the privatalltanguage radio; the community



radio; the independent religious stations; theradteve press; international media and
new media. The TV scene is set to develop dranigtioa the coming years after

migration from analogue to digital broadcastinge TBommunications Commission of
Kenya discontinued assignment of broadcast freqasifier analogue TV broadcasting in

order to prepare for digital migration.

1.1.5 The Nation Media Group

Bold, authoritative and pioneering -the Nation Medsroup (NMG) has dominated
Kenya's public life for nearly half a century witiks ground-breaking reporting and
analysis that has captivated the psyche of millianKenya and the region. The history
of the Group goes back to 1950’s when His HighrthesAga Khan, then a student at
Harvard University, set up the Nation to champibe tnterests of the black African
majority in the run up to independence from colbniaule in 1963

(www.nationmedia.coi The choice of NMG is informed by major growtlrin a single

local newspaper in 1950 and 1960s to the larggsbmal multi media company over the
last 50 years and with a market share of over GD%e print media in Kenya. In the last
5 years profits before tax grew from Kshs 1,150liaml (2006) to Kshs 2,810 million

(2011) — source: published accounts.

Nation Media Group started as a single local nepspand diversified to English dailies
to harness the new emerging market and remainameielo the customers. In the late
1990s following notable stagnation of newspapeessdbr some publications and
increase in advertising revenue for TV and radios,company diversified into these two
markets and subsequently to internet businessditiguo itself for what is expected to be

the future arena for competition. The latest dgwelent on this front has been of
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convergence of print, electronic, radio and intemee a content provider in view of the
emerging technology advancement for example alitityransmit most information on

the mobile.

NMG is the most successful multi-media company asteand Central Africa, serving its
audiences with high quality products in print, lifoast and digital platforms and being
rewarded by a large loyal following of readersteliers and viewers that the Group has
been able to successfully monetize, to a largenéx¥ear in year out, it has rewarded its
shareholders handsomely and in the process hasnbeaa icon among the publicly

traded companies in eastern Africa.

1.2 Research Problem

According to Porter (1980) competitive strategy alves positioning a business to
maximize the value of the capabilities that distish it from its competitors. The
concept of competitive strategy is still a greyaass chances are low that even two
companies operating under the same changes inxteenal environment will employ
similar competitive strategies. Thompson et al1@@oint out that managers at different
companies always have a slightly different spinhomv best to deal with competitive
pressures and industry driving forces, what futon@rket conditions will be like, and
what strategy specifics makes the most sense éar particular company in light of the
company’s strengths and weaknesses, its promisargenopportunities and the external
threats to its future wellbeing. Porter (1980) agoees that firms have discovered many
different approaches to deal with industry chareyes the best strategy for a given firm
is ultimately a unique construction reflecting particular circumstances. Therefore

competitive strategy subject is a fertile aread@tudy in the Kenyan context. According
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to Johnson and Scholes (2008) the environment & gives organizations their means

of survival and it is also the source of threats.

Media houses in Kenya are currently facing incrddsebulent, fast changing, uncertain
situations and increased levels of competitiorhamindustry. Many media houses are no
longer stable because the environmental forcesagidly changing. The most common
forces of change in this industry include emergirtgrnet capabilities and applications,
increased globalization, changes in technology, peeducts and market innovation,
changes in consumer preferences, regulatory infeeeand government policy changes.
This has therefore led to the need for media comepan adopt competitive strategies to
remain competitive. The liberalization of the ecoryoand forces of globalization
coupled with developments in the business envirarirhave made competition stiffer in
the media industry. Each player in the industryefamore external competition from
other players as each one of them steps effortgmtioer a sizeable market share. For a
long time NMG has been the only media company imy&e with print, broadcasting,
courier, digital and magazine distribution busimssdHowever other media houses like
Radio Africa has entered into print and expandiadgroadcasting division by launching
The Star Newspaper, Kiss TV and Classic TV. Thsled to increased competitions for

audiences and advertisers who are the main cotdribof revenue for media houses.

Related studies have been done on competitiveegtest Kiptugen (2003) in a study on
strategic responses to a changing environment faundhat the major environmental
factors that have impacted on the banking industeyeconomic decline, liberalization,
legislative changes, level of education and teatgiohl advancements. These changes

have contributed to the intense competition inktheking industry especially through the
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wide availability of substitute products as well e increase in rivalry within the
industry. Ndubai (2003) in his study on competitsteategies applied in the retail sector
of the pharmaceutical industry in Nairobi concludeal the state of competition amongst
pharmaceutical companies in Kenya is stiff. Contpetistrategies are mostly formulated
in an informal manner due to the nature of theimewship which is mainly family
business. Cost leadership was the major compettinategy among retail pharmacies in
Nairobi. Another retail strategy used was the ob@€ location. His overall conclusion
was that the strategies applied were very famifiezughout the sector without any major
differences between the geographical zones surve§@ubo (1997) in his research on
strategic responses by firms facing changed enwiesrtal conditions noted that firms in
the motor vehicle industry were constantly adoptisigategies that fit with the
environmental changes. Strategic responses inclugiediuct differentiation, new
technologies and market mix elements. Kager (20063his study on influences of
functional experience on choice of competitive tetyges concluded that a majority of
Kenyan chief executives place more emphasis onvath@ marketing rather than on
research and development. This made them less tibivgé the market because they
are not able to produce new products necessaryett competitive rigors in the market.
Firms that innovate through research and developmenmore competitive than those

that only apply innovative marketing.

From the studies on competitive strategies of degdions it is found that competitive

strategies are key in order for organisations tomete successfully with changes in the
external environment. The studies also indicaté difeerent competitive strategies may
be used by different organisations depending oir #iee, presence and market share.

However to the best of my knowledge no study hasnbearried out on competitive
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strategies adopted by Nation Media Group in respoits changes in the external
environment. It is against this background that thsearcher seeks to identify the
competitive strategies adopted by the Nation M&iaup in response to changes in the
external environment. Nation Media Group is factmnpetitive pressures from other
media houses in the industry, threat of new erdracampetitive pressures from other
industries that offer substitute products. Therimgé has evolved with new capabilities
and applications. Most media companies in the dgexl countries are increasingly
using online technology to communicate with thaistomers. A radio listener can for
instance listen to the radio via the internet. MG papers can also be read online as
they appear on print. The effect of this is thalaaer audience can be reached and
advertising revenue can be boosted. The study sdaginswer the research question:
Which competitive strategies are being adopted iy Nation Media Group in response

to changes in the external environment?

1.3 Research Objectives
The objectives of this study will be to:

()  To identify the environmental change occurring itiNn Media Group’s external
environment.
(i) To establish competitive strategies adopted byddailedia Group in response to

the changes in the external environment.

14



1.4 Value of the study

The study will be useful to various stakeholdeisstly the findings of this study will be
useful to a vast majority of managers at all lewelslation Media Group and other media
companies in assessing their companies’ competgix@tegies and hence re-evaluate
their competitive position. Secondly this study Iwielp managers at Nation Media
Group to understand what changes are currentlpnggiliace in the external environment.
This will help them to steer the company in a d#f& direction by crafting strategies that
are an excellent fit to the company’s situation &edce likely to boost the company’s

performance.

Thirdly this study will be relevant to shareholdesdso will be interested in knowing what
is going on in the media industry, especially whmaking decisions to purchase
company shares. This study will also be importantstholars interested in further
research in the subject of competitive strategeexpted by organizations in response to

changes in the external environment.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter represents the relevant literatureevewon the relevant topics under study.
The study seeks to find out the competitive stiagegdopted by Nation Media Group in
response to changes in the external environmerd. stiady begins by discussing the
concept of strategy. It is important to understahd relevance of strategy in an
organisation. There is a section looking at contipetistrategies which will focus on

Porter's generic strategies and other strategiporeses relevant to firms. The external
environment is also discussed and lastly there seaion discussing the relationship

between competitive strategies and environmentahgébs.

2.2 The Concept of Strategy

Various authors have defined strategy in diffenays. Bateman and Zeithaml (1993)
define strategy as a pattern of actions and resacaifocations designed to achieve the
goals of the organsisation. They further point thdat the strategy an organization
implements is an attempt to match the skills arabueces of the organization to the
opportunities found in the external environmentntdberg (1994) defines strategy as a
pattern in a stream of decisions and actions. Heete strategy as a ploy, pattern,
position and perspective. Johnson and Scholes J2f¢fihe strategy as a direction and
scope of an organization over the longterm, whiadhieves advantage for the

organization through its configuration of resoureethin the changing environment, to

meet the needs of the market and to fulfill stakedioexpectations.

According to Thompson et al. (2007) strategy is agggment’s action plan for running

the business and conducting operations and thatrhiting of a strategy represents
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managerial commitment to pursue a particular seaations in growing the business,
attracting and pleasing customers, competing sefidgs, conducting operations and
improving the company’s financial and market parfance . Porter (1980) points out
that the essence of strategy formulation is copiith competition. He states that
competition is an industry rooted in its underlygegpnomies and will include customers,
suppliers, potential entrants and substitute prisddStrategy can be seen as either the
building of defenses against competitive forcesasrthe finding of positions in the
industry where competitive forces are weakest @eand Robinson, 1997).The heart
and soul of strategy are the actions and movesédnnarket place that managers are
taking to improve the company’s financial perforro@n strengthen its long term

competitive position and gain a competitive edgerats rivals (Thompson et al., 2007).

2.3 Competitive Strategies

There are countless variations in the competitstistegies that companies employ
mainly because each company’s strategic approatetissoustom — designed actions to
fit its own circumstances and industry environméiite custom tailored nature of each
company’s strategy makes the chances remote thattvem companies will employ

strategies that are exactly alike in every defiofmpson et al., 2007).

An effective competitive strategy takes offensivedefensive action in order to create a
defendable position against the five competitiveds. This involves positioning the firm

so that its capabilities provide the best defergmenst the existing array of competitive
forces influencing the balance of forces throughtegic moves thereby improving the

firm’s relative position and lastly anticipatingifth in the factors underlying the forces
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and responding to them, thereby exploiting changehwmosing a strategy appropriate to

the new competitive balance before rivals recogitideorter, 1980).

2.3.1 Porter's Generic Strategies

Michael Porter has proposed three generic stragdlys provide a good starting point for
strategic thinking. These include overall costdeahip, differentiation and focus.

Striving to be the industry overall low-cost proeid is a powerful competitive approach
in markets with many price sensitive buyers. A campachieves low cost leadership
when it becomes the industry’s lowest cost provideher than just being some of
perhaps several competitors with comparatively loosts (Thompson et al., 2007).

According to Pearce and Robinson (1997) strategistsnining their businesses value
chain for low cost leadership advantages evallsesustainability of those advantages
by benchmarking their businesses against key cotopeaind by considering the impact

of any cost business environment.

A cost leadership strategy can sometimes revolizéoan industry in which the historical
bases of competition have been otherwise and cdaonzetare ill prepared either
perpetually or economically to take the steps resmgsfor cost minimization (Porter
1998). In pursuing low cost leadership, managerstrtake care to include features and
services that buyers consider essential. The valuge cost advantage depends on its
sustainability, whether rivals find it easy or ipexsive to imitate the low cost methods
will determine the duration of the advantage. Thst leadership strategy benefits the
firm in that it is able to withstand intense pricempetition and buyers may appreciate
the offer for low prices (Thompson and Strickla@898). By controlling the bottlenecks

in the supply chain, companies gain the leverageotomand a high share of the total
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available profit. Bottlenecks may occur when prefaiy technologies, specialized skills,
distribution networks or raw materials are limitfccompanies invest in enough capacity
in controlling raw materials, components or digitibn, they can influence their
competitor's volume growth and cost structures.sTleverage is especially great in
emerging markets that experience severe bottle snesking to their rapid growth

(Williamson, 1997).

Thompson et al. (2007) point out that differentintstrategies are too diverse to be fully
satisfied by a standardized product or by sellath wentical capacities. They further
explain that a company attempting to succeed thralifferentiation must study buyers’
needs and behavior carefully to learn what buyensider important, what they think has
value, and what they are willing to pay for. Compalifferentiation strategies fail when
buyers don't value the brands uniqueness and wheoorapany’s approach to
differentiation is easily copied or matched byrit&ls. Thompson and Strickland (2003)
argue that differentiation strategies tend to wbdst in market circumstances where
there are many ways to differentiate the productewice many buyers perceive the
differences as having value. Differentiation usgpaltises from one or more activities in
the value chain that creates unique value or imaporto buyers (Pearce and Robinson,
2002). Firms can differentiate their products byerhg or modifying the product
features, linking different functions within therfi, introducing the product at the right
time, exploiting location advantages, mixing praddioking with other firms and

reputation (Porter, 1980).

What sets strategies apart from low cost leadershiproad differentiation strategies is

concentrated attention on a narrow piece of thal totarket. The target segment, or
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niche, can be defined by geographic uniquenesspépyialized requirements in using the
product, or by special product attributes that apaly to niche members (Thompson

and Strickland, 2007). Porter (1980) defines foassa strategy built around serving a
particular target very well and once the segmeidesitified, then the firm may pursue

either cost or differentiation strategies. Thompsar Strickland (2007) argue that a
focus strategy aimed at securing a competitive ddg@mes increasingly and attractive
as more of the following conditions are met. Fyrsthe target market niche is big enough
to be profitable and offers good growth potenti8lecondly industry leaders do not see
that having a presence in the niche is cruciah&rtown success in which case focuses
can often escape battling head to head against sinthe industry’s biggest and

strongest competitors. Thirdly, it is costly orfaifilt for multi-segment competitors to

put capabilities in place to meet the specializedds of buyers comprising the target
market niche and at the same time satisfy the éapens of their main stream customer.
Lastly the industry has many different niches asghsents, thereby allowing a focuser to
pick a competitively attractively niches suitedit®resources strengths and capabilities.
Also, with more niches, there is more room for feens to avoid each other in competing

for the same customers.

2.3.2 Horizontal Merger and Acquisition Strategies

Thompson et al. (2012) have defined a merger asctimbination of two or more

companies into a single corporate entity, withribavly created company often taking on
a new name. They also define an acquisition asrbi@tion in which one company, the
acquirer, purchases and absorbs the operationsoter, the acquired. The difference

between a merger and an acquisition relates mordh¢o details of ownership,
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management control and financial arrangements tlarstrategy and competitive

advantage (Thompson et al., 2012).

Dwindling resources are leading an increasing nundfenot-for-profits to consider
mergers as a way of reducing costs through ecorsonfiscope and reducing program
duplication and raising prices because of increasarket power (Wheelan and Hunger,

2008).

2.3.3 Vertical Integration Strategies

Vertical growth results in vertical integration; wh is the degree to which a firm
operates vertically in multiple locations on anustty’s value chain, from extracting raw
materials to manufacturing and retailing or moreec#jically assuming a function
previously provided by a supplier which is alsoere¢d to as backward integration.
Assuming a function previously provided by a daitor is labeled forward integration

(Wheelan and Hunger, 2008).

Thompson et al. (2012) point out that a company egpand its range of activities
backward into sources of supply or forward towand asers. They go on to state that a
firm can pursue vertical integration by starting @gwn operations in other stages of the
vertical activity chain, by acquiring a companyealdy performing the activities it wants
to bring in-house, or by entering into a strategltance or joint venture. Vertical
integration strategies aim at full integration whiavolves participating at all stages of
the vertical chain or partial integration which atwves building positions in selected

stages of the vertical chain.
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Johnson and Scholes (1999) have suggested thatwéatkintegration is the

development into activities which are concernecdhiite inputs into the company’s
current business where examples include raw méernzachinery and labor which
are all important inputs into a manufacturing compaOn the other hand they define
forward integration as the development into adésitwhich are concerned with a

company’s outputs such as transport, distributiepairs and servicing.

2.4 The External Environment

According to Lynch (2009) the external environmisngéverything and everyone outside
the organisation: Competitors, customers, suppfilrs other influential institutions such
as local and national governments. He further nthes it is important to begin an
analysis of the environment with a general consiien of the degree of turbulence in
that environment; if it is high, then this will makprediction difficult and impact on
prescriptive approaches to competitive strategyelbgment. Lynch (2009) identifies the
following four factors as a basis that helps toldw spectrum that categorizes the
environment and provides a rating for its degre¢udbulence. These are: Complexity-
the degree to which the organization’s environmisni@affected by factors such as
internationalization and technological, social graditical complications; Novelty- the
degree to which the environment presents the osgdon with new situations; Rate of
change of the environment that is from slow to;f&ibility of the future in terms of the

availability and usefulness of the information useg@redict the future.

Thompson et al. (2007) have suggested that all eaomp operate in a “macro
environment” shaped by influences emanating from ¢honomy at large; population

demographics; societal values and lifestyles; guwent legislation; technological
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factors and the industry and competitive arena Imckv the company operates. They
further state that a company’s macro environmentudes all relevant factors and
influences outside the company’s boundaries; relelilare meaning important enough to
have a bearing on the decisions the company ukigmahakes about its direction,
objectives, strategy, and business model. Rowe l.et(1®94) point out that an
organization’s external environment is the set afcés with which that organisation
interacts which include external forces such ase$talders, economic trends, unforeseen
events or crises, and various regulatory policied &ws. They further point out that
environmental scanning is the first step in findiengd analyzing external threats and

opportunities.

Rowe et al. (1994) have identified six environmerffigetors that are relevant in the
environmental scanning session. They include: BEeocgy Factors related to the flow of
money, foods and services, information and end?glitics; Factors related to the use or
allocation of power among people, including dedainwith local and foreign

governments. Social trends and demographics; Fathait affect the way people live,
including what they value. Technology; Factors teslato the development of machines,
tools, processes, materials, other equipment amdvkrow. Competition; Factors that
involve actions taken by the current and potentiampetitors, market share and
concentration of competitors. Geography; Factolated to location, space, topography,

climate and natural resources.

2.4.1 The Operating Environment

Pearce and Robinson (2002) identify a firm’s opegatenvironment as that which

consists of forces and conditions within a spectmmpetitive operating situation,
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external to the firm, that influence the selecteord attainment of alternative objective/

strategy combinations.

They further state that unlike changes in the remenvironment, changes in the
operating environment often result from strategatioms taken by the firm or its

competitors, consumers, users, suppliers and oredthus a consumer shift toward
greater price consciousness , a loosening of loaak credit restrictions, a new entrant
into the market place , the development of a nestiute product, or the opening of a
new wholesale outlet by a competitor are all likidyhave direct intentional positive or

negative effects on a firm.

2.4.2 The Remote Environment

The remote environment refers to forces and canditthat originate beyond and usually
irrespective of any single firms immediate opem@mvironment and provide the general
economic, political, social and technological frameek within which competing

organizations operate. The remote environment ptesgms with opportunities, threats
and constraints, but rarely does a single firm teaay meaningful reciprocal influence

(Pearce and Robinson, 1997).

Capon (2008) points out that the key elements ef pblitical environment facing

businesses include local and national governmdrdasle unions, employers’ bodies,

political alliances and agreements which all repnés political view point.
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2.4.3 The Industry Environment

According to Porter (2007) the arena in which comtipa takes place in the industry in
which a company and its rivals vie for business fiiéher notes that each industry has a
distinctive structure that shapes the nature ofpmiitive interaction that unfolds there.
Understanding the underlying structure of a comfgamgustry, now and in the future, is
a core discipline in strategy formulation. Thompsaral. (2012) state that industry and
competitive conditions change because of a vamétjorces; some coming from the
industry’s macro- environment and others origimgatmthin the industry. They further
point out that the most common change drivers ohelchanges in the long term industry
growth rate, increasing globalization, changing druyemographics, technological
change, internet related developments, produch@antfeting innovation, entry or exit of
major firms, diffusion of knowhow, efficiency imprements in adjacent markets,
reduction in uncertainty and business risk, goveminpolicy changes and changing

societal factors.

Michael Porter has identified five competitive fescthat help strategists to understand
the industry. These are threat of entrants, bairggipower of suppliers, bargaining
power of customers, threat of substitutes, andrgivamong existing competitors. New
entrants to an industry bring new capacity andsireléo gain market share which puts a
cap on the profit potential of an industry. Whea threat is high, profits cannot rise too
high without attracting new competitors, especialllyen new entrants are diversifying
from other markets, they can leverage existing loéipas to shake up competition, as
Microsoft did when it entered the market for intetrbrowsers. The threat of entry into an
industry depends on the barriers to entry that mesent and on the reaction from

existing competitors that the entrants can exgeettér, 2007). Industry incumbents are
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willing and able to launch strong defensive manesite maintain their positions can
make it hard for a new entrant to gain a sufficiemrket foothold to survive and

eventually become profitable (Thompson et al.2012).

Suppliers can exert bargaining power by raisinggs; shifting costs downstream to
industry participants, or limiting the quality ofi¢ goods and services they provide.
Powerful suppliers can thereby squeeze profitgbdiit of an industry that is unable to
pass on cost increases in its own prices. Micrpgoftinstance has contributed to the
erosion of profitability among personal computerkara by raising prices on operating
systems. The personal computer makers, compegnggefy for customers who can easily

switch among them, have limited freedom to raisér thrices accordingly (Porter, 2007).

2.5 Competitive Strategies and Environmental Chargs

Over time it has become increasingly importantravjgle new market offerings through
innovation. Pearce and Robinson (1997) argue tHas become increasingly risky not
to innovate because both consumer and industrigdketeahave come to expect periodic
changes and improvements in the products offewdh time consumer preferences and
tastes keep changing and for firms to remain reletreey have to continuously come up
with new products. The underlying strategy for iwaion is to create a new product
lifecycle and thereby make similar existing proguctsolete, thus this competitive
strategy differs from the product development sggtwhich focuses on extending a

products lifecycle (Pearce and Robinson, 1997).

Mintzberg et al. (2003) point out that product eleyment strategies involve offering a

new or modified product in the same basic busingsy which may amount to
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differentiation by design if the products are revd distinctive , or else to no more than
increased scope through segmentation, if standadlipts are added to the line. Pearce
and Robinson (2003) on their part define producvettoment as involving the
substantial modification of existing products oe ttreation of new but related products
that can be marketed to current customers throstgibkshed channels. They further
note that the product development strategy is aabpither to prolong the life cycle of
current products or to take advantage of a favoejpeitation or brand name whose idea is
to attract satisfied customers to new products st of their positive experience with

the firm’s initial offering.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction

This chapter deals with techniques and ways usedoimmducting the research. It

constitutes the research design, the data colteatiol data analysis.

3.2 Research Design

A case study research design was used. This megaveel an in depth account of the
competitive strategies adopted by NMG in responseclanges in the external
environment. This research design was successfséig by Muganda (2007) in a similar

study.

Kothari (2004) defines a case study as a very poMvearm of qualitative analysis and
involves a careful and complete observation of @asainit, be that unit a person, a
family, an institution, a cultural group or everetbntire community. It is a method of

study in depth rather than breath.

3.3 Data Collection

The study involved collection of both secondary anichary data. The primary data was
collected through an interview guide. The intervigwide was administered through
personal interviews to allow further probing of theerviewees. The study targeted
respondents from the corporate level as well asditisional level. At the corporate
level the study targeted the Group Finance Dire¢ter Group HR Director, the Group
Editorial Director, the Group Marketing Directohet Group IT director and the Group

Advertising Director.
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From the divisional level the study targeted the -Milation Newspapers, the MD-
Broadcasting, GM- Circulation, GM- Digital, Head Gbrporate Affairs, GM- Business
Development and the GM Radio. The respondents wensidered to be resourceful
enough in availing the sought data because thewtaitee helm of competitive strategy
formulation at Nation Media Group. Secondary dates wbtained from Nation Media

Group’s strategy documents, newspapers, websitepamals.

3.4 Data Analysis

This study is classified as qualitative researclictvtserves as a proper tool for case
studies. Content analysis was used to analyze dhieeiged data as it was suitable for
determining content of written, recorded or pulddhcommunication through a
systematic and objective manner. Content analgsaasmeasure through proportion and is

used to measure the pervasiveness of the item bamlgzed (Kothari, 2004).

The interview guides were edited before processiregresponses and this acted as a

proper control tool for ensuring consistency anohpleteness was maintained before the

data was analyzed.
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CHAPTER FOUR: DATA ANALYSIS, RESULTS AND
DISCUSSIONS

4.1 Introduction

This chapter presents data analysis, the findingsdéscussion of the study. The data was
collected through an interview guide and analyzsthai content analysis. The data
findings were on competitive strategies adoptedhsy Nation Media Group Kenya in

response to changes in the external environment.

4.2 Response Rate and Respondents’ Profiles

As expected the following officials were interviedyehe Group Finance Director, the
Group HR Director, the Group Editorial DirectoretiGroup Marketing Director, the
Group IT Director the Group Advertising Directohet MD- Nation Newspapers, the
MD- Broadcasting, GM- Circulation, GM- Digital, Heaof Corporate Affairs, GM-
Business Development and the GM Radio. The comni@@dasponse rate was achieved
following the researcher’s efforts to book appoienits by convincing the heads of

departments to find time off their busy schedules.

The study in an effort to ascertain the interviestammpetence and conversance with
matters regarding NMG asked questions on the pashield at the company, duration
worked with NMG, and the level of education. Acdagl to the data findings all

interviewees were senior managers heading variepartments. On the duration worked

with the firm most of them had worked with the canp for more than five years.
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On the level of education the majority of the mtewees were masters degree holders in
various fields of specialization. Based on the oespes provided by the interviewees,
they had the relevant experience and were activelglved in competitive strategy

formulation.

4.3  Changes Occurring in NMG’s External Environmen

The interviewees were asked to state Nation Med@uBs main competitors. The key
ones noted were Standard Media, Radio Africa Grddpdia Max, Royal Media,
international media such as CNN, Aljazeera and CCaNd the digital space. The
respondents described NMG’s external environmenteag competitive, fast changing
and unstable. The digital media was describeda$astest changing and has the biggest

impact on the future of the print business.

Nation Media Group is facing competitive pressuisn other media houses in the
industry, threat of new entrants, political andiségive changes, demographic changes,
change in customer tastes and preferences, glabatiz economic factors and the
emergence of the digital space. The internet hadved with new capabilities and

applications while the users are increasing atdrigate.

4.3.1 Political and Legislative Changes

The study found out that the political and legiskatchanges were a key change
occurring in NMG'’s external environment. After tMarch 2013 general elections, the
administrative and political structures of the cyurgovernments were officially

launched. This led to the creation of forty severiomomous counties. From the

responses the interviewees unanimously agreedthigis a completely different ball

31



game which has created several theaters for nedip@ened new advertising revenue
opportunities. The interviewees also cited thareheould be a demographic shift in
terms of workers, businesses and people migratntheé counties which is bound to

creating a new inward looking community of newssianers.

The county government structure seen as likely dase county or region based
newspapers, radio and television stations thalikely to eat into Nation Media Group’s
market share. The interviewees also reiterated tthexe was the risk of advertising
revenue migrating to regional media outlets. Thepoadents also noted that the
prominence of the regional papers will grow affiegtiNMG’s products which mainly
address issues at a national level. From the reggsogiven it was also noted that the
political environment was uncertain and has caaskertisers to reduce spending and in
some instances withdraw advertising. There is imlseased demand for balanced media
coverage on political parties since the perceptdmews consumers of any biased

coverage affects the uptake of NMG products by comss.

4.3.2 Competition Among Existing Players

The data findings showed that there is increasedryi amongst existing players in the
media industry since there are many media choioeghie Kenyan consumers. The
interviewees cited that there are over one hundadi stations, over thirteen national
newspaper titles and over fifteen television stetiavhich has created competitive heat
among the media players. The study determinedwhdé media was fragmented, the
time available for media consumption had remaitedsame. NMG is under pressure to

convince advertisers that their media can readh ithtended customers.
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The study proceeded to determine that NMG is faaegeased competition from the
emergence of regional newspapers some of whichigbuloh vernacular or a mix of
English and vernacular. The growth of regional papbkas been spurred by the
emergence of county governments. The intervieweere vin accord that NMG has
recently experienced a huge staff turnover follgvipoaching of key staff by
competition. These included news presenters wheaagely viewed as celebrities and in
most instances when they shift to competition taudience shifts to competition.
The data findings also showed that NMG’s main cditgjpehad invested in a new
printing press which will take advantage of new kearopportunities in circulation and

advertising.

4.3.3 Demographic Changes

The interviewees identified a key change in the agmaphic trend that is likely to

contribute to newspaper circulation growth as tise of gated communities in major
towns across the country that are targeted at tigellenclass. The new communities
currently present opportunities for subscriptionesadue to the convenience to the

customer on the delivery of the newspapers.

The study also established that Kenya has a veongaopulation. According to
population census carried out in 2009, 42.9% oftthal population was below fifteen
years. This has had a significant implication on GBIMAdvertisers are looking for the
best way to connect with these young consumer3Nan@ is faced with the challenge of
creating products that are highly targeted andvagle to this demographic. The

interviewees pointed out that currently most logalvspapers readers and buyers are
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above forty five years and hence the need to capgh& young readers hence creating

more loyal customers.

4.3.4 Changes in Consumers’ Tastes and Preferences

The interviewees identified changes in consumases and preferences as another key
change occurring in NMG’s external environment. Shely found out that over the last
five years consumers have shifted their interedo¢al content. This trend began with
vernacular and regional radio stations and RoyatliMes the market leader in local
content offering. The migration from analogue tgit@dil broadcasting will reduce barriers

to entry and thereby ushering in a new era of regined television.

The study found out that consumers have shifteid ithierest from national news to their
local issues as evidenced in the growth of verrmaaualdio stations. Advertisers are now
switching to regional papers and vernacular rathtians to reach their target audiences.
The county government structure will enhance thigther. The interviewees
unanimously agreed that there was increased comspragerence for human interest,
features/ relationships print content which waskeahas high as interest in politics. As a
result consumers feel that there are still gapshen amount of this type of content
provided by the existing media. Another area wheterest has grown is in the sports
arena as a potential market has grown over timethek is therefore a potential to

develop products that satisfy this market.

4.3.5 Emergence of Digital Media

The interviewees indicated that the emergence gifallimedia is the fastest changing

factor in NMG's external environment. There hasrbeEereased access to internet which
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mainly happens through the mobile phone. Most efukers on the internet have signed
up to a social network, the highest users beingaoebook and twitter. There has also
been growth of blogs in Kenya where some of thdsgders command significant

influence averaging twenty thousand twitter follose

The study further found out that internet usage Wwasing an adverse effect on
newspaper readership since the majority of inteasets were between age fifteen and
twenty five. These younger consumers have gotted s consuming news online and
are less likely to adopt purchasing newspapers iatife. The interviewees felt that for
newspapers to continue selling there is a needetew content and distribution
strategies for newspapers. The research foundhawtconsumer habits are changing,
with free content being accessed in the interndtadvertisers are able to connect with
consumers without having to underwrite contentoulgh online services such as
Craigslist, Groupon, Facebook and Google Ads. Atisens are also demanding greater
accountability on media reach. These shifts hadetdepredictions about the imminent

death of newspapers, due to their failure to fiméwa business model.

4.3.6 Globalization

The interviewees also cited that NMG is currentigifig the threat of globalization.
There are many foreign investors who have shown k&erest in penetrating the media
market in Kenya. Some key ones include: ChinayDaild Midday Mumbai. These are
big publications in their respective countries artth the opening up of trade with China;
the China Daily will provide relevant information the business community in Kenya.
Due to their huge economies of scale they candtimcharge consumers very low costs

and as a result they may end up gaining markeeshar
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The television media has also faced the threatadfadization with the entrance of CCTV
and Aljazeera. Kenyan consumers have welcomed these channels as they have
broadened their choice of entertainment and inftiona However, this poses a great
threat to NMG’s product market share which will Bagn impact on the business

revenue.

4.3.7 Economic Factors

The data findings showed that the high cost ohtiwvas a primary cause of newspaper
readership barrier. Most Kenyans cannot afforduy the newspaper and have therefore
resulted to sharing whereby one newspaper candredghby more than three people. This
has affected the growth of circulation volumes. Bharing also proves that the poverty

levels are very high in Kenya.

The interviewees were however optimistic that tbegh economic conditions are
expected to ease over time as higher populationghie middle class. They also had the
comfort the newspaper is cheaper now than it wasyéars ago in real terms and that

incomes should be better as employment expandgrasd domestic product grows.

4.4  Competitive Strategies Adopted by NMG

The study found out that NMG scans the externalrenment before formulating its
competitive strategies. This is achieved througtiractured means with a fully-fledged
business development department to champion, conesearch and advise management

on emerging media trends and advise of opportsnitiereof. Suggestion boxes and the
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intranet are also used in collating ideas which diseussed at the monthly executive

meetings and the annual strategy conference.

An annual strategic conference is held with pgodéicts drawn from across the
organization to include junior and senior staff ntito reflect the expected contribution
from the participant and not seniority. The strgtégr NMG to achieve a sustainable
competitive advantage has been through embracimgr@ogeneric strategies namely

cost leadership strategy, differentiating its prtduand focus strategy.

4.4.1 Cost Leadership Strategy

The findings of this study found out that NMG hasved to be a lean and efficient
organization by ensuring that the cost base isifgigntly lower than the competitors.
This has been achieved by investing in state oath@rinting technology, investing in a
robust enterprise resource planning system (ER®)easuring that the company is ISO
certified. In addition there is a senior managenisharge of process improvement who
reports to the chief executive officer. NMG is imetprocess of investing in a new
printing press that will lead to a reduction ina&p and maintenance costs and overall
direct costs. The new press will also have monetipg capacity leading to economies of
scale. The interviewees were in agreement thatttigswill play a key role in keeping

the prices of the newspapers constant over a leriggof time.

The company has an elaborate network of news cgeeaa the national and regional
levels which manages and delivers news content amiramal cost. Following a
significant change in the way news is delivereccomsumers, it was established that

NMG has implemented convergence of news wherebgngdists have been trained to
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take photographs, write stories and send themete¢lwsroom via smartphones. This has
greatly reduced staff costs because as opposeidrig b photographer and a journalist,

one person can be trained to do the two roles.

The interviewees cited that there is a regularemgviof the whole value chain in
establishing whether costs are being incurred énappropriate areas. Rewards are also
given to employees with creative cost cutting iddde result of which has been to keep
the cover prices of its print publications at a mmam price notwithstanding the
escalation of world newsprint costs. The company haen able to post impressive

results year on year and over three times of th&est competitor.

4.4.2 Product Differentiation Strategy

Differentiation is possible where the market cansegmented and the customers are
willing to pay a premium for the differentiationh@& study proceeded to determine that
NMG has segmented its market both geographicatgignal) and demographically. The

differentiation has been continuously informed hgrges in the external environment.

The group has diversified from a newspaper in ldaaguage (Kiswahili) to English
dailies which are targeting different markets. Thitial strategy was that the English
daily was one paper for the whole family. From thésearch consumer tastes and
preferences have changed over time and it is ¢hedirthe family, regional and social
class needs were different. NMG has therefore diited magazines and regional
newspapers to address these customer needs. Agasisiackground magazine inserts
have been introduced in the newspaper to addré#esediit family needs. The first section

is political news targeting the man of the houskfeatyle magazine targeting the lady of
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the house and the cartoon section targeting tHdrehi This differentiation was the first
of its kind in the country and was an instant hitthe market. In addition the overall

newspaper was redesigned to make and give it @feetjuality.

This research study established that generally weagsmore appreciated if it is related
to the specific region in question. NMG has introeldl two changes to address these
needs. Firstly they have introduced four editiamnsdver the four main regions in Kenya
namely Nairobi, Western, Central and Coast regi&esondly the company has decided
to expend in the neighboring countries to addreéssd needs and also minimize the

concentration risk that is inherent by being in geegraphical region.

Following the emergence of digital media, newspagieculation copies are on the
decline. The interviewees indicated that the braatieg media is growing faster at the
expense of the print media. Investment in broaduadtas been through the launch of
two television stations and two radio stations. $trategy here is to capture those who
watch television only and those migrating from nesysers. The offering is targeted at
families in general and the programs content hasn b@ilored to reflect this. The
introduction of the television identified differes¢gments which were to be addressed by
different channels. These were sports, movies, so@gras and news. The other
investment has been in radio stations. The indte@mpt to introduce one radio station
was unviable as the market is heavily fragmentdtl ewer 50 radio stations catering for
different regions. Two radio stations have beemdhed to address different community

needs.
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With the explosion of the internet in America andré&pe the craze has caught up in
Kenya. NMG has invested in a content managemenersyso enable realize this

objective. The interviewees indicated that the canyphad gained entry in the social

media and had twitter and Facebook accounts, hawgee content offered on these

platforms is differentiated since it is reliabledawell researched. However, revenues
from this business stream are relatively small beeadvertisers have not been quick to
embrace online advertising. The trend noted woudiéws that this may be the future of
the media and therefore the company is continuanshsting here.

NMG is awake to the fact that globalization is alréhreat. In this regard the study

established that NMG has a website whose contéateseto African news. The stories in

this website cover every corner in Africa. The matewees cited that this was a

competitive strategy adopted to help it achievevisson which is to be the media of

Africa for Africa.

4.4.3 Focus Strategy

Thompson and Strickland (2007) argue that a fodusteyy aimed at securing a
competitive edge becomes attractive when the targaket niche is big enough to be
profitable and offers good growth potential. Follog the enactment of the new
constitution the county government has begun te talkape and NMG is currently
working on rolling out county newspapers which vidtus on news from the counties,
including goings-on at the county assemblies andrtsp sports, local business and
economics, local features and analysis. A Nairobirapolitan paper has been launched.
It will focus on the city and county government araler more aspects of the growing

suburbs.
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The study established that NMG is currently puldighThe Business Daily which is
targeted at the top corporate executives and maiolers business news with the
advertising rates being 40% above other regulatiedaiThe Business Daily has
continued to perform above the projections of thesifess plan. NMG has also
identified another niche market in the area of padrhere has been an increased interest
is sports and there being no virtually high quasiports magazine NMG has launched a
sports newspaper nam8&gortOn to address this gap. There is potential for grooftthe

sports industry and there is good growth potential.

The interviewees identifiedhe EastAfrican newspaper as another publication which is
targeted at policy makers and the business comgnimithe east African region. The
price is marked up since the target group is nigepensitive. This publication is sold in
all the east African countries and there is po&iitir growth as most Kenyan companies
are expanding their network to the neighboring ¢toes The interviewees indicated
that that there were plans to introduce new nichgamines as standalone products to fill
identified gaps in the market. Some of the planmealgazines include a property
magazine focusing on real estate. The real esteggfown tremendously over the last
decade and has created a niche market comprisingabfstate developers, real estate
managers and investors. Other focus areas will Hee revamping of the Saturday
magazine which targets urban career women and daessiweekend editions to provide

reading for the business community over the weekend

4.5 Sustainability of the Competitive Strategies Adpted by NMG

The study sought to find out if NMG’s competitivéradegies have been effective.

Strategic fit express the degree to which the asgaion matches its resources and
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capabilities with the opportunities in the exteraalironment. From the data gathered it
was concluded that the competitive strategies adbply Nation Media Group were
sustainable. This is mainly because the organizasi@ontinuously scanning the external
environment and carrying out research on the vigbdf most of the competitive
strategies that it implements. The interviewees #d# that since the company is a going

concern most of the competitive strategies wertamable.

The study sought to know what else NMG could dorémain competitive. The

interviewees were in accord that continuous prodigstelopment and innovation were
key in ensuring that its products remain compaetitiv the market. The interviewees
further intimated that NMG should make more presandndustries that are unrelated to
media but have the potential for growth. The conypa@tently launched a visa card for
remittances of cash from abroad. This is a bangnogluct and unrelated to media. There

was also a general agreement that more possibitiiethe digital media can be explored.

4.6 Discussion

According to Porter (1980) an effective competitbteategy takes offensive or defensive
action in order to create a defendable positiorinatjdhe five competitive forces. This
involves positioning the firm so that its capakskt provide the best defense against the
existing array of competitive forces influencinge tbalance of forces through strategic
moves thereby improving the firm’s relative positiand lastly anticipating shifts in the
factors underlying the forces and responding tanthéhereby exploiting change by
choosing a strategy appropriate to the new conietiialance before rivals recognize it.
The study was in agreement with Porter's opinioM@\has managed to continuously

scan the external environment and has constanthageal to create a defendable position
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to protect its market share. The study concurrigh Whompson et al. (2007) who stated
that a company achieves low cost leadership whbadbomes the industry’s lowest cost
provider. Nation Media Group has managed to mairtam costs across its value chain.
It has an efficient distribution chain, the prodontcosts have been kept low due to
efficiencies in production and economies of sc@lee company has also invested in an
enterprise resource planning system (ERP) whichviges efficiencies in all its

processes. As a result the company has managedatotam low prices for its

publications.

Thompson et al. (2007) point out that a compangngtting to succeed through
differentiation must study buyers’ needs and bedragarefully to learn what buyers
consider important, what they think has value, ahat they are willing to pay for. The
study established that NMG was constantly diffeegimy its products in line with

consumer needs. The company has offered diffetemtian its print products through

offering various editions that cover the four meagions. Following the emergence of
digital media, NMG has differentiated its onlinentent by ensuring that it is reliable and

well researched. This has made it a reliable soofragformation for the internet users.

Porter (1980) defines focus as a strategy builiadcserving a particular target very well
and once the segment is identified, then the firay pursue either cost or differentiation
strategies. The study was in agreement with Pariegeéws on the focus strategy. Nation
Media Group has identified several target markat this serving well.The Business
Daily which is one of its publications targets the cogperexecutives and the business
community. NMG has also identified another nicherkaetiin the area of sports. The

company has subsequently launched a Sports papeatdo for this segment. Following
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the launch of county governments, the focus hasrég shift from national government
news to county news. NMG's strategy is to roll oatnty newspapers whose focus will

be on the issues affecting the various counties.

Rowe at al. (1994) identified six environmentaltéas that are relevant in the external
environment. They include economics factors, pliti factors, social trends and
demographics, technology factors, competition amedggaphical factors. NMG is
currently experiencing the above changes in itsereal environment. The study
identified economic factors which relate to the ingypower of consumers, politics
include factors related to the change in the latis structures mainly around the county
governments, social trends and demographics incfad®ors relating to changes in
customer tastes and preferences and factors teat diie way people live, technology
changes include factors related to the developnwnmachines, tools, processes,
materials, other equipment and know-how, competitiiocludes factors that involve
actions taken by the current and potential compstitmarket share and concentration of
competitor and lastly demography which includeddexcrelated to population growth

and distribution of various age brackets.
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CHAPTER FIVE: SUMMARY, CONCLUSION AND
RECOMMENDATIONS

5.1 Introduction

This chapter provides the summary, conclusion awdmmendations for the research

findings in line with the objectives of the study.

5.2 Summary of the Findings

The study findings showed that Nation Media Grosighe most successful media
house in east and central Africa. This is eviderfoeah its growth in profit before tax
year on year and its ability to reward its shardbad handsomely. NMG is currently
operating in a fast paced external environment. Tuaditical and legislative
environment has changed significantly following tlmmactment of the new
constitution which led to the formation of the coumovernment structure. This
change has created interest in regional issueshenappeal of the national news may
decrease over time. NMG is currently positionirsgit to take advantage of this new
market by launching county papers with the aimlo$iog the market gap created by

this niche.

The study also established that the media indusd/ grown significantly and that
competition amongst existing players was intensestMlayers in this industry are
offering similar products. Whilst NMG spends timedaresources on research and
product development, some players are constarkiggaup these ideas and creating
similar brands. From the study it was clear thBtQis still significantly ahead of its

competitors by differentiating its products and gteation into new markets.
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The study proceeded to determine that consums&testaand preferences are
constantly changing. There is increased interekidal content. This interest has led
to the launch of vernacular radio stations thagmlidcal content. There has also been
an increase in human interest features and spiotsespond to this change, NMG
has launched a sports paper targeted towards dveingy sports fan base and also
launched a television station (QTV) targeted atveies interested in local content and

human interest stories.

The study findings show that the digital space @syvactive in Kenya particularly
social media with the highest users being on Famelend twitter. The study
established that internet use had an adverse effiecewspaper readership since most
internet users are young and are not likely to agapchasing of newspapers later in
life. NMG has increased its presence in the sauidlia and other online platforms
and differentiated its content by posting only welearched and reliable information,

making it the first stop for Kenyan news for onlieaders.

Globalization was also identified as a key changeuaing in NMG’s external
environment. NMG is alive to the fact that manyeign investors are keen on
entering the Kenyan media. To respond this chaflediylG is positioning itself to
create global brands. This will enable the compangompete globally. Due to the
high cost of living and increased cost of livingWil8 has managed to keep its prices
very low despite the increased cost of raw matergich as newsprint. This has

helped the company in gaining loyal readers ovelrtars.
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5.3 Conclusion

From the findings of the study, it can be conclutet NMG’s external environment is
fast changing and that competitive strategies areem by changes in the external
environment. The study found out that Nation Medioup was continuously
implementing competitive strategies that were ire lwith the changes in its external
environment. This is evident from the organizatsoooontinued growth in its revenue and
profit after tax in the last five years from Kshsl30 million in 2006 to Kshs 2,810
million in 2011. From the study it was also evidémat NMG is faced with a host of
external challenges such as political, economartelogy, emerging new media, policy

and constitutional change, competition, demogragpaid globalization.

The biggest challenge according to the study cofr@s changes in the legislation,
mainly the new county government structure. Thisv nedvancement has created
opportunities which have seen the launch of TherdWaicounty paper, with others
expected to be launched in subsequent periodsintheased internet use in Kenya has
created advertising opportunities for NMG. Thiséen as the future of media and in line
with these changes NMG has a digital departmenthvisieeks opportunities for the
company on the internet space. At the same tine sthdy was able to conclude that
competitive strategies adopted by NMG were effectwnd if well effected will see the
media house maintaining its market leadership nod ia the future. Some successful
competitive strategies that have led to fruitfubuiés include focus, differentiation of

products and cost leadership.
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5.4 Recommendations for Policy and Practice

The study found out that the changes in the externgironment such as competitive
pressures from existing firms, legislative changesthnology changes, economic
conditions and the emergence of social media doaisstithe greatest drivers of
competitive strategies. Nation Media Group shonigest heavily on innovation and new
product development. This is because NMG’s maiblipation The Daily Nation is a

mature brand and there is need to develop otherdbrthat can compete effectively in
the market. The study also recommends that the aoynshould implement its
competitive strategies in a timely manner to aubiel risk of competitors adopting their
creative ideas and executing them before NMG. Wik help in gaining first mover

advantages.

Even though the company has made a presence inténeet space, there is still room to
explore what other capabilities and opportunitrest are available on the internet. There
is need for increased advertising on popular webssuch as you tube, Facebook and
twitter amongst others. This is likely to attratilgal audiences as a result of which NMG

brands will be seen as global brands and hen@cat#venue from advertisers.

NMG should position itself to take advantage of tieav county government structure
that is already in place. This should involve deécdization of news and creation of
bundles that meet consumer preferences in variousities. This can be achieved
through venturing into the vernacular radio statiomedia and printing county
publications. The study also recommends that NM&s®pportunities to compete with

other players in unrelated industries.
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Lastly the study focused on the implications ofigoln the media industry in Kenya.
Media houses in Kenya are currently facing incrdasebulent, fast changing, uncertain
situations and increased levels of competitionhm industry. The most common forces
of change in this industry include emerging intéreapabilities and applications,
increased globalization, changes in technology, peeducts and market innovation,
changes in consumer preferences, regulatory infeeeand government policy changes.
The above changes and the need to regulate theimgldistry led to the establishment of
the Media Council of Kenya which is a national ilngion established by the Media Act

2007 as the leading institution in the regulatibmedia and in the conduct of journalists.

The change in the political and legislative envinemt has called for journalists to be
independent and professional when covering politeoad other news. The newly
appointed judiciary has embarked on making judgmentlibel cases in a timely manner
which may have an adverse effect on the profitgbiif media houses following

increased libel payments. The Media council of Keshould conduct regular training
for journalists on the code of conduct for the icacof journalism in Kenya. Increased
competition and scramble for audiences among madiszses in Kenya has led to
poaching of journalists among media houses whicBame instances have left some
media houses destabilized. The Media Council ofyideshould set rules and regulations
mainly on the number of staff a media company canalbowed to recruit from a

competitor at any given time.

The social media in Kenya has grown tremendousty fzas become a main source of

news. However, the laws with regard to regulatiofssocial media have not been

enacted in full. The communications Commission ehia, The National Cohesion and
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Integration Commission and The Kenya Police shoelgulate the content posted by
media houses on the internet. Such regulation dimridone with the consultation of key
stakeholders and not just government agents. Thishelp in eliminating any illegal,
harmful and offensive content. However, the regoiet should not interfere with the
freedom of media. Media houses are also facingtkineat of globalization. The
government of Kenya should explore ways of protectocal companies from the threat
of global companies in the local market which carthrough increased barriers to entry.
Brand Kenya Limited should also be at the foreframt marketing and creating

opportunities for local media houses across theeglo

5.5 Limitations of the Study

This study depended on interviews and discussiortis $enior management at The
Nation Media Group. Time constraints and non abdlitg of some heads of departments
during the scheduled interview time were facedsas mainly experienced since the
research was conducted around Kenya's electiomgh@md most senior managers were
busy with elections coverage planning and stratddye researcher overcame this by

rescheduling interviews and making follow ups @kephone calls.

Secondly, whereas the study focused on competitrategies some heads of
departments could not differentiate between cortipetstrategies and general strategies.
As a result of this more time was spent conducting interviews. The researcher

overcame this challenge by making clarificationth® senior managers.
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5.6 Suggestions for Further Study

This study focused on The Nation Media Group whscthe largest media house in East
and Central Africa. However, the media industrglymamic and there are many players

who are operating in the same external environment.

The study recommends that further research be fimmsing on competitive strategies
adopted by media companies in Kenya to establisttivein each media house has unique
competitive strategies or if there are any sintikesiin competitive strategies adopted by
media companies in Kenya when faced with the sahmdlenges in the external

environment.
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APPENDICES

Appendix 1: Interview Guide to NMG managers

General Information.

Position held at Nation Media Group

Duration worked with the firm

Level of Education

. The environmental change occurring in Nation Media Group’s external
environment.

. Who are Nation Media Group’s main competitors?

. In your own opinion how would you describe NMG’sr@nt external environment in
terms of stability?

. What changes are occurring in NMG'’s external emnment and how are they affecting

the business?

. Competitive Strategies Adopted by Nation Media Grop

. Are the competitive strategies adopted by NMG driyy changes in the external
environment?

. To respond to the changes in the external enviromndentified, what competitive
strategies have been put in place to achieve théreal performance?

. How are competitive strategies implemented at Maltiedia Group?

. What are some of the competitive strategies thee hed to fruitful results? Explain.

56



In your own opinion are the competitive strategaelopted in response to the external

environment of any value to the firm?

. Strategic Fit
Do you think the strategies are sustainable giventairbulence (dynamism/changes) in
NMGs operating environment? Elaborate.

. What else do you think NMG can do to remain contpetiand grow its market share?
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