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ABSTRACT

Organizations respond to the external environmeit develop strategies that enable
them to survive the ever changing environment thay operate in (Beck et al., 2010).
One of the environmental factors that most entsegrihave to deal with is the political
environment. Companies have to respond to the @mvient strategically in order to be
sustainable and avoid losses (Johnson et al., ZII). By using an effective strategy,
a company can stay competitive and relevant tarheket (Thompson and Strickland,
2003). The political environment is a key componerit the external business
environment. The election politics and environmantKenya often affect the MNC
business. The factors that have shaped and infgketihe country’s political environment
include consumers, households and communities; the eléctiegislation and
administration of justice as well as disciplinelafv enforcement agencies; the economic
impact in terms of taxation, government spendingnegal demand, interest rates,
exchange rates and global economic factors; palittmd government policy; rapid
technological changes that also affect producticocgsses and product innovation in
business; among othei®e objective of this study was to determine sgiatethat have
been adopted by MNCs in response to political chang the external environment of
firms quoted at the NSE in Kenya. This study uddizlescriptive survey. The population
of interest comprised of 60 companies operatinjairobi, Kenya. The study employed
primary data collection. Primary data was collediedugh a self-made questionnaire.
The data was analyzed using descriptive statisticsin particular, using the mean as a
measure of central tendency. From the findings, rdspondents indicated that the
political environment in Kenya was stable althoagmoderately high number described
the political environment for the last two generlgctions (2008 and 2013) as being very
uncertain and risky. From the findings, majoritytbé respondents strongly agreed that
the multinational home country relations with theshcountry is cordial and good, that
the political environment in the country allowsnfirmarket their products and services
freely and that the political structure and naturéenya is conducive for carrying out
business From the findings, to survive in a dynamic and hiygpolitical external
environment an organization has to engage varivagegies to survive. According to the
respondents one such strategy is the turnarouadkegyt. Companies adopt strategies
directed at improving, the effectiveness of bagierations within the company, such as
production, marketing, materials management, rekeand development, and human
resources. From the findings, organizational precaffects the adoption of various
response strategies. The major challenges in adopfiresponse strategies appear to be
more cultural and behavioral in nature, includimg timpact of poor integration of
response strategies and diminished feelings of mshig and commitment. The
following conclusions are drawn; organizationalqgass affects the adoption of various
response strategies, companies adopt strategexteatirat improving, the effectiveness of
basic operations within the company, such as ptomlyc marketing, materials
management, research and development, and hun@anaes.
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CHAPTER ONE
INTRODUCTION

1.1 Background of the Study

The external environment is dynamic and ever clrapgbrganizations respond to the
external environment and develop strategies thatblenthem to survive the ever
changing environment that they operate in (Becil.e2010). One of the environmental
factors that most enterprises have to deal witthespolitical environment. Companies
have to respond to the environment strategicallpriter to be sustainable and avoid

losses (Johnson et al., 2008; 2005).

Strategy is an essential part of business sucd®gsusing an effective strategy, a
company can stay competitive and relevant to theketg Thompson and Strickland,
2003). Today’s organizations have to deal with dyitaand uncertain environments.
Organizations must be strategically aware and wwtaled how changes in their
immediate environment are unfolding in order tosbiecessful (Kiptugen, 2003). They
should actively look for opportunities of exploginheir environment that will enable the

organization utilize its strategic strengths.

A complex and dynamic modern environment is indhtalifficult to forecast and the
inherent uncertainties can make it highly unpredit and potentially chaotic (Porter,
1980). It is important for organizations to antaf® where the greatest threats and
opportunities lie at any time in order to focusitlatention and resources and initialize

strategies to deal with them.



Environment is the sum of all forces surroundingd anfluencing the life and

development of a firm. International business emvinent refers to the forces that
foreign firms are likely to encounter in foreign nkets. An organization is made up of
internal and external environments (Rowe et al94)9Internal business environment is
made up of forces within the organization that dhganization has direct control over
e.g. the factors of production and the activitidstloe organization. The external
environment is made of forces over which the mamege has no control over i.e.
uncontrollable forces. These forces include: Firanc Legal, Socio-cultural,

Technological, Natural environment and Politicats.

1.1.1 Political Environment

The political environment is a key component of éx¢ernal business environment. The
political environment refers to the political sitiwa of a country in which a multinational
corporation (MNC) is doing business. It is the goweent actions which affect
the operations of a company or business (Degrysé,e2009). These actions may be on
local, regional, national or international levedliBcal system, political parties in power,
political parties in the opposition, political maty of the parties, number of political
parties, political awareness of people, politidabdity and the like have great impact on
the business environment in a country. The elegbiolitics and environment in Kenya
often affect the MNC business. The factors thaehghaped and influenced the country’s
political environment includeonsumers, households and communities; the eléctora
legislation and administration of justice as wedl discipline of law enforcement

agencies; the economic impact in terms of taxatigovernment spending, general



demand, interest rates, exchange rates and glatmiomic factors; political and
government policy; rapid technological changes #sd affect production processes and
product innovation in business; among others. Thibanks and financial institutions are
effectively and efficiently managed they can enleaaccountry’s business environment
and integrity. Such public institutions play a Vit@le in eradication of corruption

through education and adherence to their profeabgthics.

The political ideology in the country also impatie business environment. Political
ideology refers to, ‘the body of ideas, theorigsysaand means to execute the ideas,
adapt the theories and fulfill the aims that cdogti a sociopolitical program for action’.
A country's ideological leaning may be capitalisntigitsm, a mixture or other form. In
the last years remarkable changes have been taking in the ideologies of many

countries.

Political environment also affect international kets, which often keep changing from
time to time depending on the type of business ytsdas the customers always tend to
develop new needs and wants. The dynamic busineskem competitions, new
technologies which change and produce new prodwits the introduction of new
government legislation are some of the factorsitifatence political environment. Other
factors that affect political environment includehrgcity, clanism, nature of political
parties, personality of individual prospective polans and in some cases religion. The
political environment could also be affected by toastitutional and legal framework

that governs; as well as the administrative enwirent, which includes the rules and

3



regulations governing the management and conduct etdctions. Business
owners and managers pay close attention to thetigabkenvironmentto gauge how

government actions will affect their company.

1.1.2 MNCs in Kenya Quoted at the NSE

Stock markets in the world individually and coligety play a critical role in their
economies. They provide an avenue for raising fufatstrading in securities including
futures, options and other derivatives which previopportunities for investors to
generate returns. The Nairobi Stock Exchange wastitoted as a voluntary association
of stock brokers registered under the societiesid@954 and in 1991 the Nairobi Stock
Exchange was incorporated under the companies fAl€eioya as a company limited by
guarantee and without a share capital. Subsegeestapment of the market has seen an
increase in the number of stockbrokers, introductd investment banks, establishment
of custodial institutions and credit rating agescad the number of listed companies
have increased over time. Securities traded in¢ladpiities, bonds and preference

shares. (www.nse.co.ke)

In 2001, NSE was restructured to give rise to thmegket segments namely; the Main
Investments Market Segment (MIMS), the Alternativelestment Markets Segment
(AIMS) and the Fixed Income Securities Market Segim@&ISMS). The focus of this
study is on MNCs which have been in operation imy€efor over 5 years, whose
headquarters are based in Nairobi, Kenya and listedthe NSE Main Investments

Market Segment.



1.2 Research Problem

The level of violence and counter violence thatkbrout in Kenya after the December
2007 elections took many if not most by surprisenya had liked to see itself as a
beacon of stability in a confligidden region, and many observers agreed. The ngelghat
broke out after the 2007 elections made parts @fcthuntry ungovernable for sevewaeeks. It
took the intervention of international mediatored Iby Kofi Annan, to negotiate an
agreement between the two leading protagonistseMaoan 1,000 people were killed

during this period and at least 350,000 were iraiyrdisplaced.

After the violence and destruction of property tta@dk place in the 2007-2008 general
elections, businesses formulated strategies tosbd for future in the event of political
changes. The 2013 general election provided agphatto implement these strategies.
The election was the first under the new constitutand hence had unique challenges
that affected the political and governance strgctof the country. The political
environment for multinational corporations (MNC#&paaged and hence they had to adapt
new strategies in order to stay competitive andelibgya competitive edge over their

competitors.

Many studies have been done on formulation and @mphtation of strategies for
multinationals to stay competitive and maintainoanpetitive advantage (Kager, 2003;
Ho and Saunders, 1981; Lynch, 2009; Miles and S8@&]1 Mintzberg et al., 2003;
Ndung'u and Ngugi, 2000). The multinational corgimmas should pay more focus to

political environment which is dynamic and unpréalide. The changes in the political
5



environment occasioned by the new Constitution ienya and the violence and
destruction of property that took place after thstlgeneral election provide unique
problems that affect multinational corporations (B%Y in setting up strategies to protect
their investments and maintain a competitive edggr their competitors in response to
political change. This study will investigate tha@ldwing: What strategies have been
adopted by MNCs quoted at the NSE in response liticab changes in the external

environment?

1.3 Research Objective

The objective of this study was to determine sgia®that have been adopted by MNCs
in response to political changes in the externairenment of firms quoted at the NSE in

Kenya.

1.4 Value of the Study

This study hopes to evaluate the strategies employeMNCs in Kenya in response to
changes in the political environment helping MN@sKienya protect their investment
and develop a competitive advantage over their etibops. This study seeks to help

MNCs to be better prepared for changes in theipalienvironment.

The study is also of great significance to the goweent in attracting foreign investors
and planning for elections. This study will also Ibeneficial to the government and
policy makers to craft necessary policies that walotect foreign investors and

investments in the country.



The study will also help foreign multinational coampes formulate the best entry

strategies and locations to set up their operations

To the academicians and researchers, the findihghi® study would contribute to
professional extension of existing knowledge oatstyies to employ during the election
period. The study would provide a useful basis uptich further studies on this topic

can be built on.

This study also hopes to assist students of intiermel business and globalization in
appreciating how changes in the political environtnenpact MNCs in emerging

markets, in particular Kenya.



CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

The study found out how MNCs, government and pohegkers craft the necessary
strategies and policies that protect foreign inmesand investments in the country given

the country’s fledgling external political enviroent.

2.2 Theoretical Foundation of the Study

All organizations operate in an environment. Theeexal environment of a firm is made

up of other organizations and people with whom dhganization trades and interacts
with. The external environment includes supplietients and competitors. The need to
stay competitive and maintain a competitive advgmta different environments has led
organizations to adopt different strategies. limportant to understand the relevance of
these strategies (Porter, 1980) in the contexthef dovernment actions which affect
the operations of a company or business organizafifl organizational functioning are

seen as resulting from organization’s interdepeoéavith its environment.

Since firms operate in a given environment, straisgtherefore important for firms to
obtain a viable match between their external emvitent and their internal capabilities.
Pearce and Robinson (1997) and Thompson et abD7(ZW12) emphasize that either the

building of defenses against competitive forcesaim industry or finding suitable



factors/positions where competitive forces are wesaklways seem to generate the best

strategy.

MNCs operate in complex political, economical, stmgical, technological, ecological
and legal environment across the world. Changeldrexternal environment of MNCs
have adverse effects on them given that they opénadlifferent external environments

around the globe.

Political, Ecological, Social, Technological & Le&®ESTEL) analysis is often carried
out by managers to enable them develop more infdrarel long term strategies and
plans (Johnson & Scholes, 2008). Both private an8lip organizations are in a
competitive position, either for customers or foesagurces. It's important for
organizations therefore to understand their coripetipositions (Johnson & Scholes,

2008).

Strategic Management includes understanding tlagegiic position of an organization,
choices for future and turning strategy into actiStrategic position is concerned with
identifying the impact of the strategy to the ert&grenvironment, on the organizations
strategic capability (resources and competencies) expectations and influence of

stakeholders (Johnson, Scholes, Whittington, 2007)

Deciding on the viable strategies for a firm regsima thorough understanding of the
firm’s industry and competition. The operating eomiment comprises of factors that
influence a firm’s immediate competitive positimustomer profile, suppliers, creditors

and the labour market. Factors that more direatlyénce a firm’s prospects originate in



the environment of its industry, including entryriexs, competitor rivalry, the

availability of substitutes, and the bargaining powf buyers and suppliers. The remote
industry and operating environment provide manylehges that a particular firm faces
in its attempts to attract or acquire needed ressuand to profitably market its goods

and services (Pearce and Robinson, 2007)

2.3 International Business Environment

International business comprises all trade thatgtgkace between two or more regions,
countries and nations beyond their political bouigta A multinational enterprise
(MNE) is a company that has a worldwide approaciméwkets and production or one
with operations in more than one country. An MNE afien called multinational
corporation (MNC). Globalization and internationavestment have had a massive
impact on international trade. A complex and dyramodern environment is inevitably
difficult to forecast and the inherent uncertaistean make it highly unpredictable and
potentially chaotic (Porter, 1980). Based on thenpse of various authors on strategic
competitive edge forces in a thriving business mmment (Johnson and Scholes, 2002;
Porter, 1980; Thompson et al., 2003, 2012; Thompmaeh Strickland, 1998; Lynch,
2009) the internal business environment is madeflforces that the organization has
direct control over (e.g. the factors of productanmd the activities of the organization)
known as dependent variables while the externakr@mwent is made of forces that are
highly unpredictable and potentially chaotic ovérieh the organization has no control
over (i.e. uncontrollable forces such as financiagal, socio-cultural, technological,

natural environment and political) known as indefsart variables.

10



The functioning and success of MNCs will be affddbg intervening variables that have
a bearing on the business environment industry dftah fluctuates depending on the
uncontrollable forces such as financial, legal, ic@uoltural, technological, natural

environment and political.

How well the MNCs organizations perform will largetlepend on these intervening
variables which have an influence on internal axtbr@al business environments and
eventually financial, socio-economic and politipalformance in Kenya. These variables
include bank regulations, credit risk, competitadge, political leadership and the then
prevailing macro-economic conditions such as idtatand exchange rates (Wheelan.
and Hunger, 2008; Brunnermeier, 2009; CBS, 200R)litgt 1998; Zarutskie, 2006;

Zarruk, 1989).

2.4 The Concept of Strategy

Strategy has been defined by Mintzberg (1994) ag#itern (ploy, pattern, position and
perspective) in a stream of decisions and actionsr@as Johnson and Scholes (2008)
definition of strategy is a direction and scopeaof organization over the long-term,
which achieves advantage for the organization gjinoitis configuration of resources
within the changing environment, to meet the neefishe market and to fulfill
stakeholder expectations. While Thompson et al072@012) have defined strategy as a
management’s action plan for running a thrivingibess and conducting operations and
that the crafting of a strategy represents manalgesmmitment to pursue a particular set
of actions in growing the business, attracting gldasing customers, competing

successfully, conducting operations and improvimg ¢company’s financial and market
11



performance in order to strengthen its long terstanability and competitive edge over

its rivals.

A clear and reasoned strategy is a management&npgon for doing business, its

roadmap to competitive advantage, its game-plarpliessing customers and improving
financial performance. Thompson and Strickland &0€onsider the essence of good
strategy making as that of building a market positstrong enough and organizations
capable enough to produce successful performarg@teeainforeseen events, potential

competition and internal difficulties.

A strategy focused enterprise is more likely toabstrong bottom-line performer than a
company whose management views strategy as segosnaiduputs its priority elsewhere.
A company that lacks clear cut direction has a eagu undemanding performance
targets, has a muddled or flawed strategy, or caegém to execute its strategy
competently is a company whose financial perforreaisc probably suffering, whose
business is at long term risk, and whose manageimantely lacking ( Johnson, Scholes

and Whittington 2008)

There is no single definition of strategy. Howevers clear that strategy has to do with
how a firm relates to its environment. This hastaie into account the internal
capabilities of the firm in relation to external pmptunities and threats. As an
organization’s environment changes, it is necesf@l/the firm continuously adapt it's
activities and internal configurations to reflebetnew external situation. Failure to do

this puts the future of the organization in danger.
12



CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

This chapter presents a detailed assessment @htlris methods employed during this
study. The research methodology includes a carmdgkription of the approach and

design used to conduct the research, methods farcddiection and data analysis.

3.2 Research Paradigm

This study utilized descriptive survey, which ipm@cess of collecting data in order to
answer questions regarding the current statuseoftjects in the study (Mugenda and
Mugenda, 1999). They have defined it as an atteémpbllect data from members of the
population with respect to one or more variablescokding to Cooper and Schindler
(2003), descriptive design discovers and measiwesdause and effect of relationships
between variables. The study used a descriptivigré®cause it enabled the researcher
to collect a large quantity of in-depth informatiahout the population being studied. A
descriptive research design enables the reseatchist and measure the population
needed for quantitative experimentation since tegivaluable pointers as to what

variables are worth testing quantitatively.

The descriptive survey was adopted for it is appabe for this study. The researcher
was able to ascertain the strategies adopted bfnatibnal enterprises (MNCs) within

the main investment segment of the Nairobi Secutitghange (NSE) in response to

13



political changes in the environment in order tangeompetitive edge in business

(Kombo, 1997).

3.3 Population of the Study

Since the focus of the study is on MNEs operatm@jlairobi, Kenya, the population of
interest comprised of 60 companies operating irdiai Kenya. This is an ideal number
because previous studies done on MNEs have coatemtron an average of 60
companies per country (Ernst & Young, 2008). Cocogred Schindler (2003) define a
population element as the subject on which the oreagent is being taken and is the
unit of study. The population has been categoriaxrifour categories based on the Main
Investment Market Segment of the Nairobi Stock Exge. These categories are
Agriculture, Commercial and Services, Finance anvé$tment and Industrial and Allied.
The population selected provided ample informatout the risks brought about by
changes in the political environment and the variochallenges they face in

implementing strategies to protect themselves.

3.4 Sampling and Sampling Techniques

Sampling is a means of selecting some part of apgto represent the entire group or the
population of interest. It reduces the length widineeded to complete the study and cuts
costs. It is also manageable and mirrors sampleillptpn. Furthermore, the use of
samples enables a higher overall accuracy thansuseln addition, collecting data from
fewer cases means that one can collect more deiaflermation (Saunders, Lewis and

Thornhill, 2000).

14



Systematic random sampling was used to selecetired samples from the population
which involves the selection of elements from atleoed sampling frame (Black, 2004).
This method was then be applied by the researohandier to ensure that all stakeholders

were informed in advance.

The sampling procedures applied allowed represeatasample from the target
population. According to Cooper and Schindler (20@8 sampling frame is a list of
elements from which the sample is actually drawmn a® closely related to the
population. The population was created from pie@@medormation received from the
KRA, the Companies Registry and the Yellow Pagéss s because there is no single
database containing a list of all the companiespanticularly MNEs operating in Kenya.
By adopting this approach, the researcher ensuradthe sampling frame is current,

complete and relevant for the attainment of theystbjectives.

3.5 Data Measurement

The study employed primary data collection. Primdaya was collected through a self-
made questionnaire a copy of which is attached hi@ Appendix | hereto. The
guestionnaire adopted both structured and unstegttquestions. The responses in the
guestionnaires helped in gaining an in-depth undeding of the strategies adopted by
MNEs in Nairobi, Kenya in response to political obas in the external environment.
The questionnaire is structured based on the r@segestions. It has 3 sections: Section
1 provides the general information classified as@eal information on the respondent
and basic company information. This section sougfdrmation on the respondent’s

knowledge and awareness of political changes iretivironment as a strategic issue and

15



its importance to the company. Section 2 focusedtlmm awareness of political
environment in Kenya and how it influences busiredsities. Section 3 focused on the
management strategies put in place by MNEs in Keémyasponse to political changes in

the external environment.

The study targeted respondents from the MNCs akasdhe senior NSE management
team. At the multinational corporations level thedy targeted group included the
Managing Director, Finance Administrator, the HRdger, the Public Relations and
Advertising Manager, the Marketing and Sales Marggthe ICT Manager, among

others. Similarly, the NSE top level personnel waterviewed.

3.6 Validity and Reliability of the Instrument

Validity of the questionnaire was established bgrpeand a panel of experts from the
school of business, University of Nairobi. The gsb instrument was availed to the
experts and peers, who established its contentanstruct validity and ensured that the

items were adequate representative of the subjeatsaudied.

Reliability is a measure of the degree to whictesearch instrument yields consistent
results after repeated trials (Ngechu, 2004). Tasearch study used test-rest method
which involved administering the same scale or mesasto the same group of
respondents at two separate times. This was atienealapse of one week. Test re-test
method was used to test for reliability of the instent. The instruments was
administered to the respondents and be re-adnmiadste the same respondents after one

week. This was in line with Kothari (1985) who sthtthat the instrument should be

16



administered at two different times and then theratation between the two sets of
scores computed. A correlation coefficient of ab@/7 was deemed to mean that the

instrument was reliable thus the questionnaire wgasl for data collection.

3.7 Data Analysis

The collected data was cleaned, edited and entet@@ computerized system to enable
carrying out of descriptive statistical analysis toé data. The data was coded and
presented in a thematic manner. Thereafter, tha dais analyzed using descriptive
statistics and in particular, using the mean agasure of central tendency. The data was
then tabulated and the most appropriate charttesand graphs chosen to present the
findings. Tables were used to enable reading ofiBpevalues and to facilitate ease of

data representation.
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CHAPTER FOUR

DATA ANALYSIS , RESULTS AND DISCUSSION
4.1 Introduction

This chapter presents the data findings and arsalysventy five questionnaires were
distributed to the respondents, however, twentpaeded thereby creating an effective
response rate of 80%. According to Mugenda and Mdgg2003), a response rate of
50% is adequate for statistical reporting. Theesfohe study’s response rate of 80% is

good for this study.
4.2 Data Analysis

Descriptive statistics were used to analyze tha ddiereby relative frequencies in some

guestions were used and others were analyzed omg@ag scores and standard deviation.

4.2.1 Demographic Information

The study sought to establish the information enrkspondents used by the study with
regards to the gender, job designation, and duraifoservice in the organization and

level of education.
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Figure 4.1: Gender of the respondents

Gender

0%

Source: Research, 2013

From figure 4.1, it is noted that of the respondenterviewed, the majority (70%) of the

respondents were male with a considerable 30 %lésma

Table 4.1: Years of operation in the country

Years Frequency Percent
1-10 years 7 35
11-20 years 10 50
21-30 years 3 15
Total 20 100

Source: Research, 2013

Table 4.1 indicates that the majority of the mutianal enterprises (50%) had been in
the country for a period of 11-20 years, 35% haghbia the country for a period of 1-10

years, while 15% been in the county for a periotaifveen 21-30 years.
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Table 4.2 Respondents years of service

Number of years Frequency Percent
0-5 years 2 10
5-10 years 3 15
10-15 years 6 30
15-20 years 4 20
over 20 years 5 25
Total 20 100

Source: Research, 2013

The study sought to enquire on the number of ydersespondents had been employed
in the organization. According to table 4.2 abo0863of the respondents stated that they
had served for a period of between 10-15 years, 6% period of over 20 years, 20%
for a period of 15-20 years, and 15% for a perib8-&0 years while 10% had served for
a period of below 5 years. Number of years the aedpnts had been employed is
important in this study which aimed at examining #trategies adopted by multinational

enterprises in response to political changes.
Level of respondent’s education

Figure 4.3 below indicates the level of the resmmtd level education. The findings
indicate that the majority of the respondents (55%ierviewed had attained the
postgraduate education, while the rest of the mdpats had attained undergraduate
training. One notable fact is that all the respanslénterviewed had attained the level of

a first degree which is a plus for the study.
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Figure 4.2: Level of respondent’s education

100 -
90 '//
80 A
70 A
60 A
50 7
40 A
30 A
20 A
10 -

B Highest level of education
- attained Frequency

B Highest level of education
attained Percent

Source: Research, 2013

4.3 Political Environment

The political environment is a key component of éx¢ernal business environment. The
political environment refers to the political sitiwa of a country in which a multinational

corporation (MNC) is doing business.

4.3.1 Political Environment in Kenya

The respondents were asked to describe the pobli#ogironment in Kenya. The
respondents indicated that the political environimenKenya was stable although a
moderately high number described the political emment for the last two general

elections (2008 and 2013) as being very uncertaihrisky.
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4.3.2 Frequency of Review of Political Response &tegies

The respondents were required to state the fregquenshich they reviewed the political
response strategies adopted by their organizadiocording to the respondents, majority
(70%) indicated that the strategies are revieweerye¥our months (quarterly). 25%
stated that this was carried out after every sixtim® (half yearly), while only 5% stated
that this was being done on yearly basis. The cgtlihe strategy review enhances the
organization to put in mitigating strategies aslvasl reviewing the effectiveness of the
strategies employed. This way, the organizatidn B position to address any challenges

experienced promptly and in a timely manner.

4.3.3 Political response strategies and financiairiplications

The study asked the respondents whether the comgarsyders financial Implications
when choosing political response strategies. Thepaedents indicated that when
choosing political response strategies most muitinal enterprises do consider financial

implications.
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Table 4.3: Impact of political changes

Mean Std. Deviation

The political structure and nature in Kenya is amide

for carrying out business 4.2485 1.37207

The constitution of Kenya protects businesses and

safeguards their investments. 4.0882 1.37964

The firm’s home country and host country political

ideologies are similar 3.9242 1.37000

The multinational home country relations with tlesth

country is cordial and good 4.2818 1.50944

The political environment in Kenya allows firmsdpen
offices, manufacturing plants or service centers 4.1515 1.34910
anywhere in the country

The political environment in the country allowafir

market their products and services freely 4.2764 1.39058

The government allows easy access to raw material$ 4.0382 0.7296

Source: Research, 2013

The study aimed at establishing respondent’s lef/elgreement with above statements
regarding political environment in Kenya for muéttronal enterprises. According to the
table above, majority of the respondents strongse@d that the multinational home
country relations with the host country is cordiad good as shown by a mean score of
4.2818, that the political environment in the covrdllows firm market their products
and services freely as illustrated by a mean sob4e2764 and that the political structure
and nature in Kenya is conducive for carrying ousibess as clearly illustrated by a
mean score of 4.2485. The respondents also stroaghged that the political
environment in Kenya allows firms to open officesanufacturing plants or service
centers anywhere in the country as clearly indctdig a mean score of 4.1515, the
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constitution of Kenya protects businesses and safeg their investments as shown by a
mean score of 4.0882 and that the government alleasy access to raw materials
required by firms to operate as indicated by a nszame of 4.0382. The respondents also
were in agreement with the statements that the'ditmmme country and host country

political ideologies are similar as indicated byaan score of 3.9242.

4.4 Strategies in response to political changes in thexternal environment

According to Johnson and Scholes (2003), dealirtg political changes in the external
environment of any organization is difficult. Torgive in a dynamic and highly political
external environment an organization has to engeamgous strategies to survive.
According to the respondents one such stratedgyeidurnaround strategy. A turnaround
situation is one of pointing out to a new directitinis a complete change in strategic
direction of a firm after it has faced a politichstress. Such a situation can easily lead to
collapse of a company unless a plan of corporateiva and renewal is devised and
successfully executed. The starting point is idieation of the root cause or causes of
the crisis. The study findings are in line withaRe and Robinson (1997) who noted that
political turnaround strategies are used when @nbas faces corporate crisis from the
external environment.

Boseman and Phatak (1989) argued that if a firmtsvemremain vibrant and successful
in the long run, it must make impact assessmemhefxternal environment, especially
relevant groups as customers, competitors, consuraed suppliers, how they are

affected by changes political in environment.
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4.5 Selection of responses strategies

According to the respondents, corporate resporssteifirst level of strategy at the top
of the organization, which is concerned with theerall purpose and scope of the
organization to meet the expectations of ownersajor stakeholders and add value to
different parts of the enterprise. This includesies of geographical coverage, diversity
of product / services or business units and howuregs are to be allocated between the
different parts of the organization.

According to Johnson and Scholes (2002), operdt&inategies are concerned with how
parts of an organization deliver effectively thepmrate and business level strategies in
terms of resources, process and people. Compardept sstrategies directed at
improving, the effectiveness of basic operationthiwithe company, such as production,
marketing, materials management, research and ajgweht, and human resources.
Even though strategies may be focused on a givectin, more often than not they
embrace two or more functions and require closepmration among functions to attain

companywide efficiency, quality innovation, and touser responsiveness goals.

4.6 Factors affecting the adoption of response stiegies

According to the respondents organizational procd$scts the adoption of various
response strategies. Organizational processes asicbperational planning, resource
allocation, people, communication, control and bserk have an impact on the adoption
of response strategies in one way or the other. sibhdy noted that the adoption of
response strategies is affected by resource albocatommunication and the provision of

training. Resource allocation refers to the proagssnsuring that all necessary time,
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financial resources, skills and knowledge are nmeadglable. The recruitment of relevant
staff for the new response strategies implememtasoa crucial consideration and this
relates to appropriate training of managers resplnsfor response strategies

implementation.

The study also noted that organizational cultufecéd the adoption of various response
strategies by an organization. According to thepoedents one of the major challenges
in adoption of response strategies appears to ve mdtural and behavioral in nature,
including the impact of poor integration of resp@ssrategies and diminished feelings of
ownership and commitment and a lack of understandinhow the response strategy
should be implemented; customers and staff nog Aplpreciating the response strategy.

Kotter & Heskett (1992) noted that organizationseéh&oth a strong culture and deep-
rooted traditions. The challenge of successful arse strategy implementation results
from lack of cultivation of strong cultural valudhat are essential in meeting the

changing organizational environment.

4.7 Challenges of response strategy implementation

According to the respondents organizations seefate difficulties in implementing

their response strategies. The respondents reveatetmber of problems in response
strategy implementation: e.g. weak management ralesmplementation response
strategies, a lack of effective communication, laafkcommitment to the response
strategies, unawareness or misunderstanding of résponse strategies, unaligned
organizational systems and resources, poor codrdmand sharing of responsibilities,
inadequate capabilities, competing activities, atiker uncontrollable environmental

factors.
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The respondents indicated that organization’s exist the context of complex
commercial, economic, technological, cultural andia world. The study established
the following factors that also affect responseatsgies: The overall economic
performance and industry growth, company marketest@oducts premiums generation
and profitability, available skills and competerssi®rganization financial position to
facilitate handling of its liabilities. The studysa established that understanding of the
historical and environmental effects, as well agarfunities and other well exact threats
to the organization response strategies is real @mhot be assumed or ignored.
Response strategies are therefore largely infliubbgetop manager’s perception of their
organization’s environment. Every organization hasunique environment, even
organization within the same industry have envirenta unique to them (Mintzberg and

Quinn, 1988).
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter presents a summary, conclusions amaimmendations of the study. This
study focused on strategies adopted by multinaltiengerprises in response to political

changes: a case of firms quoted at Nairobi seearékchange in Kenya.

5.2 Summary

From the findings, theespondents indicated that the political environmerkenya was
stable although a moderately high number desctitegbolitical environment for the last
two general elections (2008 and 2013) as being wemgertain and riskyFrom the
findings, majority (70%) indicated that the stragsgare reviewed every four months
(quarterly). 25% stated that this was carried dtgraevery six months (half yearly),
while only 5% stated that this was being done oarlyebasis. From the findings, the
respondents indicated that when choosing politesphonse strategies most multinational
enterprises consider financial implications.

From the findings, majority of the respondents rsgig agreed that the multinational
home country relations with the host country isdar and good, that the political
environment in the country allows firms to markegit products and services freely and
that the political structure and nature in Kenyaasducive for carrying out business
The respondents also strongly agreed that theigablienvironment in Kenya allows

firms to open offices, manufacturing plants or gg\centers anywhere in the country,
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the constitution of Kenya protects businesses afesards their investments and that
the government allows easy access to raw mategglsred for firms to operate. From
the findings, the respondents also were in agreemigh the statements that the firm’s
home country and host country political ideologaes similar.

From the findings, to survive in a dynamic and hygbolitical external environment an
organization has to engage various strategies maveu According to the respondents
one such strategy is the turnaround strategy. Ty dindings are in line with Pearce
and Robinson (1997) who noted that political tuooaid strategies are used when a
business faces corporate crisis from the extemat@ment.

From the findings, corporate responses is the fegel of strategy at the top of the
organization, which is concerned with the overailgose and scope of the organization
to meet the expectations of owners or major stakieh® and add value to different parts
of the enterprise. Companies adopt strategiestdaeat improving, the effectiveness of
basic operations within the company, such as ptomlhyc marketing, materials
management, research and development, and humamrces. Even though strategies
may be focused on a given function, more often thanthey embrace two or more
functions and require close co-operation among tfans to attain companywide
efficiency, quality innovation, and customer resgivaness goals.

From the findings, organizational process affe¢ts adoption of various response
strategies. The study noted that the adoptionsgarse strategies is affected by resource
allocation, communication and the provision of nilag. The study also noted that
organizational culture affects the adoption of ®asi response strategies by an

organization. According to the respondents onehefrhajor challenges in adoption of
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response strategies appears to be more culturabamavioral in nature, including the

impact of poor integration of response strategied @minished feelings of ownership

and commitment and a lack of understanding of hlog response strategy should be
implemented; customers and staff not fully appréwigthe response strategy.

From the findings, organizations seem to haveadliffies in implementing their response
strategies. The respondents revealed a number ablgons in response strategy
implementation: e.g. weak management roles in implgation response strategies, a
lack of effective communication, lack of commitmetd the response strategies,
unawareness or misunderstanding of the responategts, unaligned organizational

systems and resources, poor coordination and shafinresponsibilities, inadequate

capabilities, competing activities, and other urioafable environmental factors.

The study established the following factors thegoahffect response strategies: The
overall economic performance and industry growtbmnpany market share, products
premiums generation and profitability, availablellskand competencies, organization
financial position to facilitate handling of itsabilities. The study also established that
understanding of the historical and environmentidces, as well as opportunities and
other well exact threats to an organization respostsategies is real and cannot be

assumed or ignored.

5.3 Conclusion

This study focused on strategies adopted by mdalbinal enterprises in response to
political changes: a case of firms quoted at Naisggurities exchange in Kenya. In line
with the findings the following conclusions are \rg organizational process affects the

adoption of various response strategies, compaiiegt strategies directed at improving,
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the effectiveness of basic operations within thegany, such as production, marketing,
materials management, research and developmenthamdn resources. Even though
strategies may be focused on a given function, rofien than not they embrace two or
more functions and require close co-operation anfangtions to attain companywide

efficiency, quality innovation, and customer resgivaness goals.

The study also concludes that the political enviment in the country allows firm market

their products and services freely; that the pmditistructure and nature in Kenya is
conducive for carrying out business; that multioadils home country relations with the
host country is cordial and good; the constitutminKenya protects businesses and
safeguards their investments and that the governatienvs easy access to raw materials

required for your firm to operate.

The study also concludes that to survive in a dyoaamd highly political external

environment an organization has to engage varidisdegies to survive. Corporate
responses is the first level of strategy at thedbthe organization, which is concerned
with the overall purpose and scope of the orgaitimab meet the expectations of owners

or major stakeholders and add value to differentspe the enterprise.

5.4 Implication of the Results

From the findings several recommendations in regaa strategies adopted by
multinational enterprises in response to politickhnges are there of identified: For
multinational enterprises to succeed in its respadwospolitical environment, it should

involve its managers in the formulation of suchatggies and give them adequate

decision making authority in the implementatiortted response strategies.

31



5.5 Recommendation for Further Studies

The study proposes that a similar study be undentdkcusing on response strategies
adopted by multinational enterprises and the lexelsuccess experienced by such

corporations in dealing with changes in other fexctf external environment.
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APPENDICES

APPENDIX I: QUESTIONNAIRE

‘STRATEGIES ADOPTED BY MULTINATIONAL ENTERPRISES IN
RESPONSE TO POLITICAL CHANGES: A CASE OF FIRMS QUOT ED AT

NAIROBI SECURITY EXCHANGE IN KENYA”

This questionnaire is designed to collect infororaton the strategies adopted among
multinational enterprises in Kenya in response dditipal changes. The information

obtained will only be used for academic purposessirall be treated in confidence. This
guestionnaire is to be completed by the Chief Feeadfficer, Finance Manager, Finance

Director or persons in similar positions only.

SECTION I: GENERAL INFORMATION

PART A: BACKGROUND INFORMATION
1. Name of respondent
2. Years in operation

3. Gender of the respondent

Male [ ] Female [ ]

4. Designation.

5. Number of Years in Service

a) 0—5[ ]b)5-10[ Jc)10-15[ ]d)+x20[ ]e)Over20years| |
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6. Highest Education Level Attained:
Primary Certificate [ ] Diploma [ ] Underghaate [ ]
Postgraduate [ ]

SECTION II: POLITICAL ENVIRONMENT AWARENESS

7 How would you describe the political environmenKienya?

8 How often do review political response stratesgdopted by your organization?
Quarter yearly [ ] Half yearly [ ] Yearly [ More than an year [ ]

9 In the choice of political response strategi@gsdyour organization consider the

financial Implications?

10 Does the company consider financial Implicatiomsen choosing political

response strategies?

11 Please indicate the extent to which you agrek thie following statements by
using a scale of 1 to 5 where 1= strongly disagPeedisagree, 3= neither agree nor
disagree, 4=agree, 5 = strongly agree. Tidkvthich best describes your opinion of the

statement in reference to impact of political chesig

Strongly | Disagree | Neutral | Agree | Strongly

Disagree Agree

The political structure and

nature in Kenya is conduciv

D

for carrying out business
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The constitution of Kenya
protects businesses and

safeguards their investments.

The firm’s home country and
host country political

ideologies are similar

The firm’s home country
relations with the host

country is cordial and good

The political environment in
Kenya allows firms to open
offices, manufacturing plants
or service centers anywhere

in the country

The political environment in
the country allows firm
market their products and

services freely

The government allows easy
access to raw materials

required for your firm to

operate.

SECTION Ill: STRATEGIES ADOPTED IN RESPONSE TO POLI TICAL

CHANGE IN THE EXTERNAL ENVIRONMENT

12 What strategies has your firm adopted in responspotitical changes in the

external environment?

13 Why and what informed the selection of these sfjiat®
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14 Have these strategies been effective?

15 If yes, to what extent have they been effective?

16 If no, why have these strategies been ineffective?

17 What are the specific factors that have affectedatoption of these strategies?

18 What are the challenges that have been encouniteredopting the selected

strategies?

19 How did you overcome those challenges?
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