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ABSTRACT

This is a research project on the growth strategied performance of hotels in Kwale
County, Kenya. The objectives of the research wefend out the growth strategies adopted
by hotels in Kwale County using the Ansoff growtloeel and to establish the relationship
between growth strategies and performance. Crostosal survey was adopted as the
research design and it focused on all the 32 vacatihotels within Kwale County. The data
was mainly primary data and it was collected by afselose ended questionnaire with some
few open ended questions for elaboration purpoBERs. questionnaires were dropped and
later picked from the respondents who comprisedthaf general managers, Assistant
Managers, Operations manager and financial coateolbf hotels within Kwale County
depending with who was available during the droggime. The above were targeted as they
are the once who are directly concerned with dewcishaking on growth strategies and
performance management in hotels. The researcleer desscriptive design to find out the
growth strategies adopted and the relation betvgeewth strategies and performance. The
response rate was 90.63 % as 29 out of 32 resptansgleccessfully filled the questionnaires.
Descriptive statistics were used to summarize théa cand they include percentages,
frequencies, and bar graphs while qualitative aslyvas done in prose. The findings
revealed that product development, market penetraand market development strategies
were the strategies adopted by majority of the Ikotéth a few adopting diversification
strategies. The relationship between the growthteggies adopted and performance was
determined through regression analysis where ROM28 implying that there was strong
positive relationship between growth strategies pedormance. However,’Rshowed that
only 39.4% of the variation in the performance ofdis in Kwale County could be explained
by the variation of the growth strategies which eveproduct development, market
penetration, market development and diversificatiBnom the regression model, none of the
aspects of product development, market penetratiod market development growth
strategies is significant since all their p-valage greater than the level of significance of
0.05. It would therefore not be appropriate to tiée model to predict performance of hotels
in Kwale County because all the individual paramseteere not significant in explaining the
performance.



CHAPTER ONE: INTRODUCTION
1.1 Background to the Study
According to Moeller (2008), firm growth is an igtated approach affecting every
functional area and strategy within the organizatié-irm growth therefore is
concerned with how an enterprise plans to exeautdadmental changes to grow its
business (Mascarenhas, 2002). Business growthpiake in many ways and can be
divided into two broad categories- organic and gaoic growth. Organic growth is
growth from within which is planned and slow incgean the size and resources of
the firm. A firm can grow internally by ploughingabk its profit into the business
every year leading to growth of production and salernover of the business,
increase in the sales of existing products or yirgdnew products, innovation of
technology and products to fill gaps in the mangktce (Burner 2004). Inorganic
growth strategies refer to external growth and ime#@ mergers, acquisition and joint
ventures. Firms that choose to grow inorganicadlly gain access to new markets and
fresh ideas that become available through sucdessfrger and acquisition
( Domadaran 2002)

The study was guided by three theories; Produetchicle (PLC), Population ecology
and evolutionary theory. Product life cycle theevgs founded on the notion that
products pass through cycle or stages of life amams do. The stages are
introduction, growth, maturity, saturation and deel The stages may be examined
both in terms of sales and output (quantity) andeirms of the number of firms
operating within the industry or providing the pootl According to Weber (1976)
the product life cycle theory provides an intuitiveappealing and readily
understandable framework of analysis for considgfiriure growth opportunities and
pitfalls. Population ecology theory says that oigations exist within a population or
field of similar organizations and those organi@asi which survive are those that
respond appropriately to their environment whileoltion theory says that as
organizations age and grow another phenomenon eseftpe prolonged growth is
what is termed as the evolution period because migiest adjustments appear to be
necessary for maintaining growth under same pattérmanagement. They are
appropriate for this study because they anticiggtavth requirements of firms at
different periods of time.



Hotels in coast region operate in a dynamic busiresvironment with a lot of
Competition for resources and market share henge hacome more complex to
manage and difficult to meet the challenge of custo demands as well as
complicated service technologies and productiorgsses. Kamau (2008) stated that
the Kenya tourism sector which hotels in the cadespend on has been facing
numerous challenges which have posed a threateto gbrvival and growth. These
challenges include competition for resources, attilabour and market share, socio-
cultural changes, technological changes, econohdtlenges, changes in Customers’

expectation and preferences, terrorism and glcdiadia.

1.1.1 Growth Strategies
To ensure survival, success and growth firm neeldet@ble to manage threats and

exploit opportunities. This requires the formulatiof strategies that constantly match
capabilities to environmental requirements. A siggitis a long term plan of action
designed to achieve a particular goal, most oftémniwg. Ansoff (1987), Views

Company’s strategy as the game plan managemefibhte company in the chosen
arena for competing successfully, pleasing custema@id achieving good business
performance. Johnson & Scholes (2002) define glyads the direction and scope of
an organization over the long term which achievégaatage for the organization
through its configuration of resources within a ltdraging environment to meet the

needs of markets and to fulfil stakeholder expémtat

Growth is a multi-faceted phenomenon that is comlypnassociated with firm
survival, achievement of business goals and suaoesle scaling up of activities
(Storey, 1994).Thompson and Strickland (2003) st#tat growing the business can
be taken to mean crafting and implementing stragegiat will bring profit to the
business, attracting and pleasing customers, camgpetuccessfully with other
competitors in the industry, conducting operati@ml improving the company’s
financial and market performance. This implies tagn well-crafted strategies will
fail if not properly executed and a sound stratisgynly part of the success equation.
According to Moeller (2008), firm growth is an igrated approach affecting every
functional area and strategy within the organizatié-irm growth therefore is
concerned with how an enterprise plans to exeautdadmental changes to grow its
business (Mascarenhas, 2002). A growth strategyefime is a tactic used by

management to expand the consumer market for coyigpproducts.
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Growth can be promoted internally by investing ixpansion or externally by
acquiring additional business divisions. Internadvgh include development of new
or changed products while external growth typicatlyolves diversification which
means the acquisition of businesses that are detateurrent product lines or that
take the corporation into new areas (Daft, 2008)er€fore, growth strategies
ultimately require achievement of a fit between theernal situation and internal
capabilities (Mintzberg et al 2003). Moeller (2008fates that to reinforce ones
company growth potential; the creation of new beisges, creating new market space,
firms might focus on a new set of client need odrads new or meanwhile
underserved customer segments or they might intedew forms of delivering

value.

1.1.2 Firm Performance
Performance is a complex concept that has beerom¢pin numerous studies. For

example, Ford and Schellenberg, (1982), in the yeadsearch of business
performance, there was considerable disagreemenutahow it should be
conceptualized. However, over time an improved tstdading has developed and
performance has been conceptualized in the litexatutwo fundamental ways, by
the drivers of performance and results that areprformance outcomes (Neely et
al., 2000). Researchers have classified the driedérperformance according to
internal and external factors and the impact theeyelon managerial decision-making
(Pelham, 1999). Understanding the internal andreatdactors and how they affect a
firm’s operations is central to effective performammanagement. A firm’s internal
environment has been described in terms of strectirategy; culture; resources; and
the roles and responsibilities of individuals, asllwas processes and systems
(Brignall and Ballantine, 1996).

The external environment in which an organizatiperates on the other hand is often
referred to its market or industry. For many firntds the external environment that
causes the greatest challenges as it is alwaysdicpable and uncontrollable and,
even for the most successful managers, can impagdatively on business

performance (Brignall and Ballantine 1996). To measbusiness performance, it is
important to understand that the results are tlieoowes of the drivers and how they
are managed. In the early studies of performaresylts were mostly defined and

measured by the firm’s financial outcomes (Harrigd aMongiello, 2001). The
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limitations in using only financial measures of fpemance are that they are lagged
indicators which are the result of management aciod organizational performance
and not the cause of it (Brignall and Ballantin@98). Over time the importance of
nonfinancial measures emerged as it was acknowdedged the traditional
performance measures could not provide informdtiorthe development of strategy.
The non-traditional approach to performance measeng which combines both
nonfinancial and financial measurement activitipgpvides a number of benefits
including the ability to identify simple measures & specific situation; the assistance
provided to strategy development; and the oppadramifor greater involvement of

staff for continuous improvement (Brignall and Balline, 1996).

1.1.3 Hotel Industry in Kenya

Hotel industry in Kenya evolved at the coast redionthe first time because of the
coming of Arab traders and railway line constructiworkers in the region. Their

presence necessitated the building of the firseroad establishment at the coast,
which was known as the grand Hotel of Mombasa latitthe present site of Manor
Hotel. Following the construction of railway, themas a growing demand for

catering and the Hotel industry service. This ledhte demand for trained personnel
and in 1975, the Kenya Utalii College was establisbut with a limited capacity to

train personnel for this industry (Wadogo 2010)

According to Wadongo (2010), the hospitality indyshas made a significant
contribution for the economic development of theu@toy and has become a source
of job opportunities for many people. Wadogo (20&fued that the World Travel
and Tourism Council (2009) explained that Hospgyaldustry in Kenya contributed
509,000 jobs in 2007 and forecast that the indusitycontribute 628,000 jobs in
2017 with a great percentage coming from hotel stigu The warm temperatures in
most parts of the coastal region attract touristking tourism the main source of the
economy in the region since it creates employmerthbusands of residents in the
hotel industry, tour operators, and suppliers amotiger local traders. Estimates
indicate that approximately 300, 000 visitors viflite Coast annually, growth
strategies are therefore important to hotel marsaigethis region (Mark 2010).



1.2 Research Problem

No business exist in vacuum and it is no doubt thay are being constantly
subjected to forces of change they face in the @oar) competitive, technological

and political environment. All organizations redass of their size are environment
dependent hence as the external environment chaoggsizations find themselves
in unfamiliar environment and have to respond byedgmating changes and
internalizing the ability to adapt to their new @omment for survival and growth

(Gathiri 2012). However, firms should struggle émmtinuous growth while keeping

the aim of increasing or simply maintaining theiles and profit levels to ensure their

survival (Claver et al, 2006)

Hotels in coast region operate in a dynamic busireew/ironment characterised by
intense Competition for resources and market shmece have become more
challenging to manage and sustain their growth. idganau (2008) stated that the
Kenya tourism sector which hotels in the coast ddpmn has been facing numerous
challenges which have posed a threat to their waingnd growth. These challenges
include competition for resources, skilled labound anarket share, socio-cultural
changes, technological changes, economic challengeanges in Customers’
expectation and preferences and insecurity duertorism and globalization. The
dynamism of this environment calls for approprigwth strategies that will

enhance good performance.

Related studies have been done on growth stratdg®Sarthy (2000) in a study on
growth strategies of hotels in USA argued on théiemement and growth of
organization using Ansoff's growth strategy. Flamag2005) in his study on lIrish
Hotel Industry established that year in year oléssgrowth increased revenue as part
of a growth strategy which were greatly contributeg management of costs,
improvement of the hotel's financial position, tieed to win new and retain existing
customers, improved satisfaction and quality ratimgd gaining best value from
existing customers. Nancy (2010) carried a survepusiness growth strategies used
by commercial banks in Kenya and focused on the& lgmewth strategies being used
by Commercial Banks in Kenya and especially inléds¢ ten years up to year 2010 to
grow and maximize return to their shareholderstaedstudy showed that most banks
are doing a good job in application of growth sgis to boost their growth. This
includes penetrating into the existing markets getting new businesses and coming
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up with new products that suited different groupsthe market. On the issue of

growth in the hotel industry, the literature onwtio is sparse and therefore a need to
explore the hotel industry in Kenya. This studylveiéek to answer the research
guestion: Is there a relationship between growtdtesyies and performance of hotels

in Kwale County?

1.3 Research Objectives
The Research objectives of this study are:

i.  To establish the growth strategies of hotels in kwWzounty.
ii.  To determine the relationship between growth sgrateand performance.

1.4 Value of the Study

This study will be of value to various stakeholddrgst, it will be useful to the
practitioners in the hotel industry such as the agans of hotels and investors in the
hotel industry who will be able to asses and makerined decisions about their
services or products in the current or potentialrkeis and be able to apply

appropriate growth strategies to grow their firmd anprove performance.

Second, the study will be of value to the policykera in both the county and central
government while planning and formulating polidikat will encourage investment in

the hotel industry which will significantly contrike to the Kenyan economy.

Finally the study will contribute to the existinggdy of knowledge in the area of
growth strategies in the hotel industry and foriyaais for further research on growth

strategies and performance of hotels.



CHAPTER TWO: LITERATURE REVIEW
2.1 Introduction
The chapter discusses the relevant literature nmition on the study topic in line
with the research objectives. It begins with theotietical foundation of the study then

the empirical review of the literature and conckideth summary of the literature.

2.2 Theoretical Foundation of the Study
The ability of a company to compete effectively agbw in the increasingly

competitive global market is influenced to a lamédent by the cost as well as the
quality of its products and the ability to bringoducts onto the market in a timely
manner. It has been recognized that a life cyctgneering approach to the design of
products has a great potential to achieve thesks.gAa engineering design should
not only transform a need into a description of radpct but should ensure the
design’s compatibility with related physical anahé¢tional requirements. Therefore, it
should take into account the life of the productnasasured by its performance,
effectiveness, productivity, reliability, maintabibity, supportability, quality,

recyclability, and cost (Fabrycky and Blanchard I)9Bhe three theories that guided
the study are critically reviewed; the product ldgcle theory, population ecology

theory and evolution theory.

2.2.1 Product Life Cycle Theory

The idea of the product life cycle may be tracddhs way back to Kuznets (1930)
who studied the time series of output and pricasafonumber of products. His
research suggested a product life cycle. Arthu7@)l%@rgues that all strategic issues
can be understood within the framework of phasestagyes of an industry or product
life cycle. However, current work has moved awagnirthe product life cycle
towards a theory of endogenous evolution, embeduélde industry life cycle. The
evolution of a product in a competitive industrysaid to go through a number of
stages from invention and early development to idechnd eventual death. The
stages may be examined both in terms of sales atpdito(quantity) and in terms of

the number of firms operating within the industrypooviding the product.

Over the past 20 years or so, scholars have beshkeen on examining the number
of firms and the net entry (which is defined as thember of firms entering the

industry, minus the number of firms exiting theustty). If we examine the number
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of producers in any given industry, we may decoregbe evolution of that industry
into four distinct stages introduction, growth, oréty and decline as shown in figure
2.1.

Figure. 2.1 Product Life Cycle

ALIYNLYW

|

SALES IN $ ORVOLUME
NOILINAOYLNI

TIME

Source: Marketing Management, 8/e by Kotler, Philip

At the introduction, following the invention of thproduct, a small number of
producers exist within the industry. Growth illeggs the time when the industry
finds itself in a high growth phase. During thisaph abnormal profits will tend to
attract new firms into the industry and output ko exhibit high growth. Maturity

is a period where the number of firms stabilize®teefalling off again while Decline

is one where net entry stabilizes until some furelatad disturbance hits the industry.
It need not be assumed that any given product mpass through each of the four

stages during its lifetime (Ward 2000).

The evolution of a competitive industry therefoeems to follow some clear path
(Norman 1977). Variations, sometimes important, raaigt, but every industry goes
through these clear stages. The life of the (ndyralefined) industry, or product,
starts with a discrete event, namely the inventibthe product and its introduction
into the market. The product life cycle can onlyntoence once the new product is
marketed and an initial supplier is willing andeabd supply the product to one or
more customers. If the product meets some demarideomarket, then an industry is
born. In as much as the industry takes off, thiainiirm producing the product will
benefit from abnormal profits due to its situate® a monopolar. If there are few or
no barriers to entry, the abnormal profits of thedoacing firm will attract other firms
to enter the market (Norman 1977). These entrantarn will contribute to develop

the market for the product and will attempt to eliéfintiate themselves through
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innovation. This innovation activity will lead tdv¢ creation of new profits, which
again will attract more entrants. The price of goed will rapidly decrease, reflecting
the movement from monopoly to oligopoly, to monagtd competition and possibly
to perfect competition. The industry growth of saéd output will therefore initially
be very high and rising but later decline (Normai 7).

However, the rate of growth will quickly slow dowaften within a few years) as the
rate of entry becomes greater than the growthafhpeofits. The effect of this is the
so called shake out, where a number of the lessiexit competitors will exit the
industry (Norman 1977). Eventually, the naturerofavations and of competition in
the industry will change, in such a way that thewgh rate of sales and output
stabilize and will eventually converge to zeroegen negative growth( Paine 1977).
The price of the good will diminish more slowly tawds the end of the growth of the
industry and may even stabilize and increase asntir&et becomes a niche, and the

number of competitors goes down (Paine 1977)

2.2.2 Population Ecology Theory
Organizational ecology aims to explain how so@abnomic and political conditions

affect the relative abundance and diversity of oizgions and to account for their
changing composition over time. Research in orgaiozal ecology is grounded in
three observations. First, aggregates of orgaoizstiexhibit diversity. Second
organizations’ have difficulty devising and exengtichanges fast enough to meet the
demands of uncertain, changing environments. Ahuld,t organizations arise and
disappear continually. Given these observationglogical analyses formulate
organizational change and variability at the popoalevel, highlighting differential
creation of new and demise of old organizations pmpulations with heterogeneous
attributes. This formulation contrasts adaptatioppraaches, which explain
organizational diversity in terms of ongoing orgaations’ leaders’ cumulative strategic
choices. Changes in organizational populationsecefthe operation of four basic
processes: variation, selection, retention, andpetition (Aldrich 1979; Campbell
1965; McKelvey 1982).

Variations result from human behaviour. Any kindcb&inge, intentional or blind, is a
variation. Individuals produce variations continglyuin their efforts to adjust their

behaviour to others in the organization and to sidjue organization’s relationship to
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the environment. The centrality of issues of camation and control in organization
theory is a testament to the commonness of vamiaiiwside organizations.
Organizational variations provide the raw mateffial selection processes. Some
variations prove more beneficial to organizatidrantothers in acquiring resources in a
competitive environment and are thus selected ipelit by managers inside
organizations. Similarly, investors, customers, aymernment regulators in the
resource environment select among the variationplate among organizations

competing for resources.

When successful variations are known, or when enwiental trends are identifiable,
individuals can attempt to copy and implement ttesmessful variations in their own
organization, or they can attempt to forecastcgate, plan, and implement policies in
the context of the predictable trends. But wheccessful variations are unknown,
because, for example, the behaviour of consumers@mpetitors is unpredictable, the
probability of choosing the correct variation antblementing it successfully is low.
Even when effective variations are identifiable bagnity in the causes of success may
frustrate attempts at implementation and imitationder such conditions, variations
can be viewed as experimental trials, some of wharehconsciously planned and some
of which are accidental, some of which succeedsamnde of which fail. Whether or not
they are known, over time, successful variatioesratained as surviving organizations

come to be characterized by them (Capon 2008).

If the survival odds are low for organizations watlparticular variant, it does not mean
that these organizations are destined to fail. &athmeans the capacity of individuals
to change their organizations successfully is eagimportance. Ecological approaches
do not remove individuals from responsibility farinfluence over their organization’s
success and survival individuals do matter. Leavasgle whether their actions are
intelligent or foolish, planned or improvised, imdiuals can clearly influence their
organizations’ futures. Under conditions of undattaand ambiguity, however, there
are severe constraints on the ability of boundemnal individuals to consistently
conceive and implement changes that improve orgtoiml success and survival
chances in the face of competition. Thus, in aldvof high uncertainty, adaptive
efforts turn out to be essentially random with exdpto future value (Hannan &
Freeman 1984).
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2.2.3 Evolution Theory
As organizations age and grow, another phenomemamnges: prolonged growth that

is termed the evolutionary period. Most growingaorigations do not expand for two
years and then contract for one; rather, thosestinaive a crisis usually enjoy four to
eight years of continuous growth without a majasremmic setback or severe internal
disruption (Bourgeous 2001). The term evolutionnse@ppropriate for describing
these quiet periods because only modest adjustnagpsar to be necessary for
maintaining growth under the same overall patteéfrmanagement. The speed at
which an organization experiences phases of ewoluéind revolution is closely
related to the market environment of its indusifpe hotel industry in a rapidly
expanding market will have to add employees quickignce, the need for new
organizational structures to accommodate largd. Stdiereas evolutionary periods
tend to be relatively short in fast-growing indiedr much longer evolutionary
periods occur in mature or slow-growing industrigégolution can also be prolonged,
and revolutions delayed, when profits come eaBity.instance, companies that make
grievous errors in a prosperous industry can $bilk good on their financial
statements; thus, they can buy time before a chistses changes in management

practices.

In the “Five Phases of Growth,” each evolutionasri@d is characterized by the
dominant management style used to achieve grovwabh @evolutionary period is
characterized by the dominant management probleah rfust be solved before
growth can continue (Johnson 2008). Creativityhia birth stage of an organization,
the emphasis is on creating both a product andrkenhd@ he founders of the company
are usually technically or entrepreneurially oréghtand they generally disclaim
management activities; their physical and menta&rgies are absorbed entirely by
making and selling a new product. Communication rgnemployees is frequent and
informal. Decisions and motivation are highly sémei to marketplace feedback;
management acts as customers react. All the farggodividualistic and creative
activities are essential for a company to get b# ground. But as the company
grows, those very activities become the problemigéa production runs require
knowledge about the efficiencies of manufacturimgreased numbers of employees
cannot be managed exclusively through informal compation, and new employees

are not motivated by an intense dedication to tieelyct or organization. Additional
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capital must be secured, and new accounting proesdare needed for financial
control (Johnson 2008).

The company’s founders find themselves burdeneith whnwanted management
responsibilities. They long for the good old dags &y to act as they did in the past.
Conflicts among harried leaders emerge and grovermiense. When hotels survive
the first phase by installing a capable businessager they embark on a period of
sustained growth under able, directive leadershifthough the new directive
techniques channel employees’ energy more effigiento growth, they eventually
become inappropriate for controlling a more diveessd complex organization.
Lower-level employees find themselves restrictedabyumbersome and centralized
hierarchy. They have come to possess more direcwikedlge about markets and
machinery than do their leaders at the top; coreattyy they feel torn between

following procedures and taking initiative on thewn (Johnson 2008).

The next era of growth evolves from the succesafiplication of a decentralized
organizational structure. It exhibits these chamastics: Much greater responsibility
is given to the managers of plants and markettéeies. The evolutionary period of
the coordination phase is characterized by theofifermal systems for achieving
greater coordination and by top-level executivésmtresponsibility for the initiation
and administration of these new systems (Earl 19%#g last observable phase
emphasizes strong interpersonal collaboration iateempt to overcome the red-tape
crisis. Where Phase 4 was managed through fornsérsy and procedures, Phase 5
emphasizes spontaneity in management action thradegms and the skilful
confrontation of interpersonal differences. Sociantrol and self-discipline replace
formal control. This transition is especially diffit for the experts who created the
coordination systems as well as for the line marsagdo relied on formal methods

for answers (Earl 1994).

2.3 Ansoff Growth Model

The Ansoff product /market growth matrix providesimple way of generating four
basic alternative directions for strategic develepmThis model explicitly considers
growth options and an organization basically hatha@ice between penetrating still

further within its existing market, develop new gwat for existing markets or take its
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existing products into new markets or full diveiation by taking new products to

new markets.

The model presents strategic grids that can afasist identify their future strategic
growth direction and is used when firms are plagrior growth. Ansoff presented a
matrix that focused on the firm’s present and piénproducts and market
(consumers). In this model, potential areas wherepetencies and generic strategies
can be deployed are depicted in four broad alteesit market penetration, market

development, product development and diversificagis shown in figure 2.2.

Fig. 2.2: Ansoff Growth Strategy Matrix

Products
Present New
P
r
e MARKET PRODUCT
M & | PENETRATION || DEVELOPMENT
a
ooy
K
e
b N PRODUCT/
s MARKET
e MARKET
w | DEVELOPMENT
DIVERSIFICATION

Source: Kottler (2000), Marketing Management, Milleanium Edition. New

Jersey, prentice hall.

Market penetration is where an organization takesnareased share of its existing
markets with its existing product range while prodwdevelopment is where
organization delivers modified or new productsxseng markets. On the other hand
market development is where existing products dfered in new markets while
diversification is a strategy that takes an orgation away from both its existing

markets and its existing products.

A firm can use market penetration to develop theketawith current products.

Market penetration in existing markets aims at engging current customers to use
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more of the current product, to use it more oftarto use it in new ways. According
to Walker et al (1999penetration can be achieved through the folloviing possible

strategic objectives: To increase the customersaramess by means of heavy
advertising, extensive sales force efforts, extensntroductory sales promotions,
guick expanding of offerings and free trial offefs. increase the customers’ ability to
buy by means of penetration pricing, extended trestims, heavy use of trade

promotions and the offering of engineering, instédin and training services.

Through product development, organisations can dogwdeveloping new product

line extensions or by means of new product offexinigew products can also be
called innovations. An innovation or innovative guat is a product perceived as new
by a potential consumer (Lamb et al, 2000). Exgsgomoducts can be changed by
means of product modification or current packagmgy be changed. Potential

consumers will regard such product as new andréifitsfrom the existing product.

Market development is a growth strategy where a meavket is entered by an
existing product dealing with the ways in which somers become aware of, test and
eventually accept or reject a new product item. Phienary objective of market
development is to secure future volume and probivgh (Walker et al, 1999). This
objective has become even more important in regedrs due to the rapid
advancement in technology and more intense corigrettobally. A steady flow of
new products and services and the development diatsa including those in foreign
countries, are essential for the continued grovitimast organisations. The marketing
function plays a pivotal role in the developmentlué market by means of speeding
up innovations, and by utilising marketing stragssgduring the different product life
cycle phases. Chances for new market entry sudnessing current products are
dependent upon the management of the new prodwelagenent process (Jenkins,

Forbes, Duranni and Banerjee, 1997).

Organisations can develop markets and seek groyttiviersifying their operations.
Diversification is typically more risky or it inveés learning new operations and
dealing with unfamiliar customer groups. According Walker et al (1999)
diversification can happen through: Vertical oribontal integration and related or

unrelated diversification.
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2.4 Empirical Evidence of Growth Strategies and Pdormance

Jayne (2010) carried out a study on unpackinggtbeth of hotel chains in Africa:
Enterprises and patterns and found out that thed hwlustry is of critical importance
for the global tourism economy as it represents oh¢he primary infrastructural

elements for tourism development (The Economist320

Maureen (2013) in a study on business growth gfiede and organisation
performance in chase bank Limited found out tha& Bank has adopted various
growth strategies to enhance the banks performaree strategies used to enhance
competitive advantage include taking excessivesrigicreasing their reliance on non
interest sources of revenue, increasing operatieffigiency as reflected in improved
efficiency ratios and burden rates banks facingtretly higher competition seek out
alternative sources of revenue as captured bytehigroportion of revenues derived
from non-interest sources, increasing operatioffaliency as reflected in improved
efficiency ratios and burden rates, altering thsk tevel of asset portfolios through
modifications to the banks underwriting standardiethier underwriting standards are

declining in the level of the bank’s perceived ceitye environment.

Truphena (2014) in a study on Quality managemeattmes and performance of
hotels in Nairobi found that the quality of servigcehotel industry is an important
factor of successful business. The existing trelhdomplete quality management in
hotel industry ensures the achievement of competaidvantage of hotel companies
and is therefore the subject of contemporary rebearto service quality in hotel
industry

Yu (1987) in a study on successful growth strategiethree Chinese Domestic hotel
Companies reveals that hotel chains in China hatkngone tremendous changes
since the government changed its policies in 199 the Open Door Policy. In 2001
the stock of accommodations in China stood at IDgtoperties and 945,000 rooms
and by 2010 had nearly doubled (CNTA 2010). Theease in supply was driven
partially by the growth in international arrivalfieh grew by 7% in 2010 alone. But
the growth was also driven by Chinas own incredgiaffluent population who are
traveling more and more within their own countryn@® Qi 2004). Both Chinese
owned hotels and foreign owned hotels have greaéngial for future growth

however the threat of oversupply remains a criigstle (Okoroafo 2010).
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2.5 Summary of the Literature Review

From the literature review, it can be concluded thare is need to carry out studies
concerning growth strategies and performance otldoin Kwale County. The
knowledge gap unearthed from the studies done ddérds to focus just on either
growth strategies or performance within variousustdes, but the need for growth
strategies and performance within the hotel ingusas been overlooked. The current
study intends to fill the identified gap by seekitogestablish the impact of growth
strategies adopted by hotels in Kwale County aeddlation between these strategies

and performance.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction
This chapter entails the research design that wiapted by the researcher, the
method that was used for data collection as welloas the researcher undertook data

analysis.

3.2 Research Design

To meet the objectives of the study, the researabed a survey design. A survey
design was the most appropriate because it endb&edesearcher to find out the
growth strategies adopted by hotels and the reiship between growth strategies

and performance.

3.3 Population of the Study
The population of study comprised all the hotelthimi Kwale county but the target

population were the thirty two (32) vocational Hstavithin Kwale County which
were registered and licenced by the Tourism Reguylauthority under the Tourism
Act no. 28 of 2011.

3.4 Data Collection

Research data for this study comprised the prindata. The primary data was

collected by use of close ended questionnaires avitbw open ended questions for
elaboration purposes. The researcher used questiearbecause they were easier to
analyse as they are in immediate usable form, retsi@dminister and lastly they are

economical to use in terms of time and money. Testionnaires were dropped in all

the 32 hotels and later picked after the resposdesrnpleted them on their own. The

respondents were the general managers, assistamgersa, financial managers,

financial controllers and operation managers dejpgndith whoever was available at

the dropping time. The respondents were consideeeduse of their wide experience
in hotel industry and the crucial role they play decision making on growth

strategies and performance of hotels. .

In order to improve the response rate and qualitgaia gathered, the researcher

dropped the questionnaires to the respondentsiakédothem later after completion.
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3.5 Data Analysis

Based on the fact that the questionnaires weretijative, the data was analysed
through descriptive statistics (Mean, percentagetsfeequency tables) using Excel,
SPSS and other computer based analytical softiareng analysis, the researcher
presented the information using tables and graptsonapanied by narrative

explaining them

Regression and correlation analysis was used ttysanghe data which was done
using the SPSS software. The following regressiorodeh was used:

Y = at+ X3 +hpXo+bsXstbsa X4+ € ; Where,Y is Performance (Dependent variable),
a is Constantb; is coefficient of product development strategleds coefficient of
market penetration strategidss is coefficient of market development strategies
while by is the coefficient of diversification strategy; ¥ the product development
strategies, Xthe market penetration strategies, X3 the markeeldpment strategies

and X4 the diversification strategies while € is &rror term.
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CHAPTER FOUR: DATA ANALYSIS, FINDINGS AND
DISCUSSION

4.1 Introduction

This chapter presents the findings and analyséatd collected from the respondents
with respect to the objectives of the study. Fils¢re is an analysis of the profile of
hotels within Kwale County, Secondly, the growthattgies adopted and finally

Regression and correlation analysis of the growttegyies and performance of the
hotels within Kwale County. The data is statisticanalysed using mean, frequency

and percentages and presented in pictorial formebdés and graphs.

4.2 Profile of the Respondent Hotels
The profile comprise of the response rate oftdnget population, operation period

of the hotels, size of the hotel by number of roomsmber of branches per hotel,

respondent’s target market and the hotel busineskantrend.

4.2.1 Response Rate

The study targeted 32 vocational hotels within Kev@bunty but only 29 successfully
filled the questionnaires. This represents a respoate of 90.63% as shown in Table
4.1. This response rate is good for analysis apdrtieg; a response rate of 60% is
good and that of 70% and over is excellent (Muge2@@3). It implies adequacy in

analysis and representation of the population @ftdy.

Table 4.1 Response Rate

Response Frequency Percentage (%
Response 29 90.63

Non responses 3 9.37

Total 32 100

Source: (Research Data, 2015)

4.2.2 Years of Hotels in Operation
Age of an organization is a key aspect in comingmtp a profile of the respondent

as it determines the history and experience of rgarozation in the market. The
number of years that each hotel has been in oparatas attained by asking the
respondents how long their hotels had been in tipesand they were to choose

from the five alternative using Likert scale ofsdethan 5 years, 5-10 years, 11-15
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years, 16-20 years, 21-25 years and over 25 y€hesresults showed that 17.24% of
the hotels had been in operation for less than d&syel7.24% had operated for
between 5 and 10 years; 10.34% had operated farebat 10 and 15 years; 17.24%
had operated for between 16 and 20 years, 27.5%0perated for between 21 and
25 years and finally 10.34% had operated for mbas t25 years as shown in Table
4.2 below. This implies that the hotel industry hiiit Kwale County is mature and
still growing as hotels are still being establish€lis is important in position of each
hotel in the market as some will use their histrarchitecture, period of operation
and performance while some will base on the modechitecture and technology to
attract a different market segment. Hence it isartgnt factor while making decision

on the growth strategy to adopt in order to imprpggormance

Table 4.2 Years of Hotel in Operation

Period hotel has been in operation Frequency| Perctaage (%)
Less than 5 year 5 17.24
510 10 years 5 17.24

11 to 15 years 3 10.34

16 to 20 years 5 17.24

21 to 25 years 8 27.59
Over 25 years 3 10.34
Total 29 100

Source: (Research Data, 2015)

4.2.3 Size of Hotels by Number of Rooms
The number of rooms of a hotel is a key factoretedmining the market share of the

hotel and is also a key indicator of the hotel @enfance in terms of occupancy rate.
The occupancy rate will determine the revenue,ifgr@ind return on investment of
the hotel hence in hotel industry it is an are& ¢anot be overlooked when planning
for growth and performance enhancement. The aithefesearcher was to establish
the size of the hotels by their number of roomsKimale County by asking the

respondent to tick the number of rooms they haveranthe alternative of less than
50 rooms, 51-100 rooms, 101-150 rooms, 151-200 soand over 200 rooms. The
results showed that 48.28% of the hotels have tleas 50 rooms; 3.45% have
between 51 and 100 rooms; 17.24% have betweenrid®1%0 rooms; 10.35% have
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between 151 and 200 rooms and finally 20.69% hasx 800 rooms as shown in
Table 4.3.

Table 4.3 Size of Hotels by Number of Rooms

Number of Rooms Frequency | Percentage (%
Less than 50 14 48.28

51 to 100 1 3.45

101 to 150 5 17.24

151 to 200 3 10.35
Over 200 6 20.69
Total 29 100

Source: (Research Data, 2015)

This implies that each hotel occupancy rate detegmits market share in Kwale
County which is imperative in decision making oa tfrowth strategies to adopt.

4.2.4 Number of Hotel Branches

The number of branches opened by an organizatimmésof the indicators of the

growth rate of an organization. Therefore the airthe researcher was to find out the
number of branches owned by the respondent hdtieésresearcher found out this by
asking the respondent to indicate the number aidiv@s they had by choosing from
the five alternatives provided of none, One, TwhreE and Over Four branches.
From Table 4.4 below, the study established tha83% of the hotels have no

branches; 20.69% have one branch each; 13.79% tihnavéranches each; 10.34%
have three branches each and 10.34% have mord thramches.

Table 4.4 Number of Hotel Branches

Number Frequency | Percentage (%)
None 13 44.83
One 6 20.69

Two 4 13.79
Three 3 10.34
Over Four 3 10.34
Total 29 100

Source: (Research Data, 2015)
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This implies that more than half of the respondemigel had grown and established

branches to increase their market share eitheimnathoutside Kwale County.

4.2.5 Target Market by Nationalities

No products or services of an organisation canesemerybody in the market hence
imperative for every organization to identify itscNe market in order to understand it
better and serve it well. Therefore, the aim of $ection was to find out an overview
of the target market of hotels in Kwale County. lEaespondent was asked to name

five nationalities of guests that are common inrthetels.

Out of the 29 respondents, the findings showed2Bdtotels were commonly visited
by Germans, 22 hotels were commonly visited by Kesy 17 hotels by British, 15
hotels by French and Italians each, Belgians, SamssPolish were common in only
Seven hotels, Russians in four hotels while Netimei$, Dutch and Indians were only
mentioned by 3 hotels and only two respondents immeed Australians and

Americans, as shown in Figure 4.1 below.

Figure 4.0 Target Market by Nationalities

TARGET MARKET BY NATIONALITIES
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Source: Research Data 2015
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This implies that the five main nationalities ofegts that visit hotels within kwale
County are Germans, Kenyans, British, Italiand Brench followed by Belgians,
Swiss and Polish with a small number from Russidetherlands Indians, Dutch
Australians and Americans in a descending ordekerdfbre these findings are
relevant in decision making on growth and marketsitategies that can boost

performance in terms of revenue and profits.

4.2.6 The Hotel Business Market Trend
The market trend shows how businesses perform#teipast, present and the future

direction it is likely to take. The aim of this $ien was to find out the perception of
the respondent on how they perceived hotel busimege past, during the research

time and how they felt it would be in the near fetu

4.2.6.1 Past Market Trend
The past market trend was established by askingethgondents how they felt the

hotel business was in the past few years and theyecfrom the five alternatives of ;
Worse, Bad, Fair, Good and Better. From the finglinj7.24% of the respondents
said that the hotel business had been worse; 51sai4t had been bad; 31.03% said
it had been fair while none deemed it better. Timplies that majority of the

respondents felt that hotel business performance weal as shown in Table 4.6

Below

Table 4.5 Past Hotel Business Trend

Respondents views Frequency Percentage (%)
Worse 5 17.24

Bad 15 51.72

Fair 9 31.03

Good 0 0.00

Better 0 0.00

Total 29 100

Source: (Research Data, 2015)

4.2.6.2 Hotel Occupancy Rate
Occupancy rate is one of the performance indicator®tel industry hence important

in performance management. The aim of the researelzs to find out the

performance of the hotels in Kwale County in tewhbed occupancy during the time
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of data collection. Respondents were asked to gtatehotel occupancy rate during
the time they were filling the questionnaires arnkiett scale was used where they
were to choose from the five responses; Less @@¥%, 21-40 %, 41-60% , 61-80%
and 81-100% . From the findings, 20.69% of the oadents hotels were less than
20% full, 48.28% were between 21 and 40 % full edhly 6.89% were between 61

and 80 % full as shown in Table 4.11 below.

Table 4.6: Hotels Occupancy Rate

Percentage rate Frequency Percentage
(%)
1 to 20% 6 20.69
21 to 40% 14 48.28
41 to 60% 7 24.14
61 to 80% 2 6.89
81 to 100% 0 0.00
Total 28 100.0

Source: (Research Data, 2015)

This implies that the hotel capacity was being wntilkzed as the demand was far
less than the supply which calls for more strategied tactics to increase the demand

in order to improve performance.

The low occupancy rate was attributed to the fiaat hotels depend on tourism sector
which was by then just picking from low to high sea. However in comparison to
the past, the occupancy rate was still below aweeagl majority of the respondents
attributed that performance to insecurity in Kery@nce in a question where the
responded were asked what they thought could be tmmmprove their growth and
performance, most said that the government needhance security to win back the
confident of international tourists who were spkrceiving Kenya in general and

Coast region in specific as insecure.

4.2.6.3 The Future Trend of Hotel Business in Kwal€ounty
The aim of the researcher was to find out the cemite level of the respondents

about the future of their business by asking thdmatvtheir opinion was on the future
of hotel business within the next few years witkwale County by stating wether
they thought it will either be Worse, Bad, Fairodoor better and 48.28 % thought
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that it will be fair, 27.57 thought it will be goaghd only 24.14% believed it will be
better as shown in Table 4.14 below

Table 4.7: Future of Hotel Business in Kwale County

Percentage rate frequency Percentage (%)
Worse 0 0.00

Bad 0 0.00

Fair 14 48.28

Good 8 27.59

Better 7 24.14

Total 29 100.00

Source: (Research Data, 2015)

4.2.7 Hotel Strategies During Low Business Season
Since hotels in Kwale County mainly depend on mé¢ional tourists and tourism has

both low and high season, the researcher was stéeten finding out how the
respondents manage business during the low se@bkentesearcher established this
by asking the respondents an open ended questidmwnthey manage business
during low season. Almost half of the respondeid $aat they send their staff on
leave and close their hotels for renovation whilerenthan half of the respondents
said that they lower their rates and change focom fthe international tourist to

domestic tourist by promoting seminars and confegen

4.3. Growth Strategies Adopted.
The study sought to establish the growth strategdespted by hotels within Kwale

County using Ansoff growth model. The respondentyewasked to indicate the
extent of adoption of the various Ansoff growthastgies which include product
development, market penetration, market developrardtdiversification. A 5-point

Likert scale was used to rate the extent of adopaiothe strategies whereby 1 point
was accorded to ‘no extent’, 2 points to ‘littletent’, 3 points to ‘moderate extent’, 4
points to ‘great extent’ and 5 points to ‘very greatent’. The results showed that the
respondents rated product development as the higmewth strategy adopted by
most hotels in Kwale County with a mean of 4.090fwked by market penetration

with a mean of 4.06, while the mean of market dgwelent was 3.98, and finally that
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of diversification was 3.68 as shown in Table 4/8ck presents an analysis of the

growth strategies as adopted by the respondents.

Table 4.8: Growth Strategies Adoption

Growth strategy Mean Rank
Product development 4.09 1
Market penetration 4.06 2
Market development 3.98 3
Diversification 3.68 4

Source: (Research Data, 2015)

This implies that most hotels in Kwale County a@opproduct development strategy
followed by Market penetration and market developimespectively while a few

adopted diversification strategy.

4.4 Impact of Growth Strategy on Performance

The study sought to establish the extent to whadpondents’ related adoption of
growth strategies and performance in the hotel nmssi. The respondents were
requested to indicate the extent to which theyedjreith the statements that touched
on growth strategy and performance. A 5-point Likerale was used to rate the
extent to which the respondents agreed with theragss 1 point was accorded to
‘strongly disagree’, 2 points to ‘disagree’, 3 fsino ‘Don’t know’, 4 points to

‘Agree’ and 5 points to ‘strongly agree’.

Table 4.9 on the following page presents an amalydi the ranking of the
respondents’ feedback on the assertions. The sesltiw that the respondents rated
Increased revenue/sales of the hotel as the highvist mean of 4.16 as a
consequence of adopting the above growth stratedmbwed by Improved
occupancy rate at a mean of 3.97; then Increasafitspof the hotel at a mean of
3.78; increased geographic coverage of the hotekain of 3.69; increased number of
guests visiting the hotel at 3.65; reduced guestsptaints at 3.48; increased market
share of the hotel at 3.18; increased general essionf the hotel at 3.13 and finally

improved market share of the hotel at 3.09 in dedicg) order of adoption.
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Table 4.9: Impact of Growth Strategies on HotelsPerformance

The growth strategies adopted have: Mean Rank
Increased revenue/sales of the hotel 4.16 1
Increased profits of the hotel 3.78 3
Increase market share of the hotel 3.18 7
Improved market share of the hotel 3.09 9
Increased geographic coverage of the hotel 3.69 4
Reduced guests complaints 3.48 6
Increased number of guests visiting the hotel 3.65 5
Increased general business of the hotel 3.13 8
Improved hotel occupancy rate 3.97 2

Source: (Research Data, 2015)

4.5 General Impact of Growth Strategies on the Gemal Performance of Hotels
After the researcher established the impact of trowstrategies on various

performance variables, each respondent was askeapmmion on the general impact
of all the growth strategies adopted on the genpmformance by asking the
respondents to rate whether performance had daHgticeduced, reduced, Not

Changed, improved or drastically improved.

The findings showed that 7.14% of the respondetedréheir performance to have
reduced; 10.71% rated their performance to havechahged while 78.57% rated
their performance to have drastically improved assult of adopting the growth

strategies as shown in Table 4.10.

Table 4.10: Performance after Adoption of Growth Stategies

General Performance Frequency Percentage (%)
Drastically reduced 0 0.00
Reduced 2 7.14

Not change 3 10.71
Improved 22 78.57
Drastically improved 1 3.57
Total 28 100.0

Source: (Research Data, 2015)

This implies that majority of the respondent bediévthe growth strategies they had

adopted had improved their hotels performance
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4.6 Relation Between Growth Strategies and Performmce
In order to find the relation between growth styée adopted and the performance of

hotels a regression analysis was done to detertinéneffect of independent variables

(Ansoff growth strategies) on the performance detsowithin Kwale County
The linear regression model used took the follovorg:
Y=Bo H1X1 B X2 +PaX 3 +BaXs+e

Where: Y is the dependent variable which is perfomoe;B, is the Y intercepts, B2,
Bs and PB4, are the coefficients of the predictor variabled &%, X, Xz and X
predictor variables. Performance being the depdneimable was regressed against
growth strategies being the independent variakikddipg the results discussed in the

following subsections.

4.6.1 Regression Analysis of Growth strategies arRerformance
A regression analysis of the relationship betweeriopmance and growth strategies

done yielded the results as shown in Table 4.18bel

Table 4.11 Regression Analysis of Growth strategiemd Performance

e}
Model Unstandardized | § £ T Sig.
T o
Coefficients % ©
2%
8 O
n O
F R R? Psig
B Std. Error Beta ANOV
A
(Constant) -5.425 8.284 -.655| .519| 3.905( 0.628| 0.394| 0.014
Product development .603 1.565 .068| .385| .703
Market penetration 2.524 1.966 279 1.284| .211
Market development | 4.490 2.250 .451| 1.996| .057
Diversification -2.140 1.672 -.233) -1.280] .213

Source: (Research Data, 2015)

From Table 4.13, R (0.628) shows a strong positelationship between growth
strategies and performance of hotels in Kwale GouRt shows that 39.4% of the
variation in the performance of hotels in Kwale @tyucan be explained by the
variation of the growth strategies which are pradievelopment, market penetration,

market development and diversification. The P-valmethe ANOVA table was used
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to determine the regression model significance.r@yeahe model is significant since
the P value of 0.014 is less than the level of igance of 0.05. From the above

regression analysis table, the following regressimael is developed.
Performance(Y) = —5.425 + 0.603X1 + 2.524X2 + 4.490X3 — 2.140X4

Where Y is performance, ;X{s product development;,Xs market penetration; 34s
market development; X is diversification. The model shows that product
development (X, market penetration (X2), and Market developmenet positively
related to performance of hotels in Kwale Countyilevdiversification is negatively
related to performance as shown by their coeffici@ues. From this model, it can
also be inferred that none of the aspects of pitodexcelopment, market penetration
and market development growth strategies is sicanti since all their p-values are
greater than the level of significance of 0.05nvduld therefore not be appropriate to
use this model to predict performance of hotelKwmale County because all the

individual parameters are not significant in expiag the performance.
4.6.2 Correlation Analysis of Performance and Growh Strategies

Correlation analysis was carried out to determime rtelationships, directions and
strengths between the dependant variable (Perfa@yaand product development,
market penetration, market development and diveasibn. Table 4.11 on the
following page shows the correlation matrix betwegrowth strategies and

performance

The coefficients of correlation from table 4.11 atite associated significance
revealed that first, there exists a negative andsignificant relationship between
product development and performance as shown byn#wative coefficient of
correlation (-0,001) and significance (0.498) that greater than the level of
significance of 0.05. Secondly, there is a posiéind significant relationship between
performance and market penetration as shown by pibsitive coefficient of

correlation (0.522) and significance (0.002) tisdess than the level of significance.

29



Table 4.12. Correlation Matrix Between Growth Strakegies and Performance

Correlations
QO +— +— c
S s o =S| o %
g |S5/E8|85 |8
s |Sg|8¢|8¢g T
5 |*3|%2/°3 ¢
o =
o © =
Performance 1.000 -.001] .522| .552| .001
Pearson Product development -.001] 1.000 -.155 .126| .357
Correlation Market penetration .522| -.155/ 1.000 .641] .151
Market development 552 .126] .641] 1.000 .372
Diversification .001] .357| .151] .372| 1.000
Performance .| .498| .002] .001| .497
N Product development 498 .| .211] .257| .029
Significance :
. Market penetration .002] .211 .| .000] .217
(1-tailed)
Market development .001] .257| .000 .| .024
Diversification 497, .029] .217| .024

Statistical values in sig. (1-tailed) represent th@-values (P< 0.05)
Source: (Research Data, 2015)

Third is that there exists a positive and significeelationship between performance
and market development as shown by the positivéficiemt of correlation (0.552)
and significance (0.001) that is less than thelle¥/significance of 0.05 and finally,
there exists a positive but not significant relasioip between performance and
diversification as shown by the positive coefficienf correlation (0.001) and
significance (0.497) that is greater than the lefesignificance of 0.05. Generally,
the findings showed that there is a strong positiekationship between growth
strategies and performance of hotels in Kwale Goimplying that hotels adopt these

strategies to enhance performance.
4.8 Discussion of the Key Findings

The study sought to establish the effect of seteajeowth strategies on the
performance of hotels in Kwale County. The studialelsshed that there exists a
positive relationship between the selected growitegies and the performance of
hotels in Kwale County. This relationship was s&eie significant and hence very

dependable in explaining the overall performance.
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In times of uncertainty and certainty, product depment did not have much
influence on the performance of the hotels in Kw@tunty but Market penetration
and market development were seen as strategiegrenatly influenced performance
of the hotels especially during certain and undertemes. Any adjustment on the
strategies be it positive or negative had a sigaifi influence on the resultant
performance.

From the model developed, it can be deduced tregtikg all the strategies constant,
the level of performance would be 5.425; a uniingeain product development would
lead to a change in performance by -0.001; whilmiachange in market penetration
would affect performance by 0.522 units; a unitrdein market development would
affect performance by 0.522 units; and finally,rét ehange in diversification would

affect performance by 0.001 units.

This study resonates with other researches thaé leeen carried in regards to
strategy and performance of going concerns. West Bair (1996) defined

performance as a function of an organization’sitgbtb align its strategies to the
various changes in the environment to enhance ciitmpaess. The study

established a relationship between strategy aligrtee structure and performance.
Kandie (2009) analysed the relationship betweertiesjy and performance of Kenyan
SMEs and found there is a positive and significeglaitionship moderated by

leadership.

Findings from analysis at the Strategic Busines# léwel were that, strategy and
performance show significant alignment within a dtional form organization,

defensive, efficiency-seeking strategies genenadtyuire more formal, bureaucratic,
and centralized structures and controls, stratabigisdeal with greater uncertainties
and seek innovative directions require looser, migatructures, and more liaisons
and technical people, and although the environmsantbe an important mediating

variable, strategy-structure fit improves perforean
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CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter presents a summary discussion onrtivetly strategies and performance
of hotels in Kwale County. A conclusion discussitige general findings of the

research is highlighted followed by recommendati@sed on the findings of the

study. The limitations of the study and suggestionsareas of further research are

discussed at the end of the chapter.

5.2 Summary of the Findings
The study targeted 32 respondents out of which B8cessfully filled the

guestionnaires. This represents a response ra@€.68%. In terms of size by the
number of rooms and the period of operation, mioam 50% of the respondents have
more than 50 rooms and over 65% of the respondeel Ieen in operation for more

than 10 years.

All the respondents target both international anthestic tourist. They focus on the
international tourist during the high season andamk on the domestic tourists
during the low season whereby they lower theirsrateattract domestic tourist. The
research revealed further that majority of theiteinational guests comes from
Europe and United Kingdom; Germans, British, ItasiaFrench, Belgians and Swiss
who formed the largest percentage of the guestidim hotels. On the number of
branches, it was revealed that 51.72 % of the redgats do not have any other
branch while 48.28 % of respondents have at leastoanch outside Kwale County
implying that they adopted market development sthatoy opening new branches in

other geographical areas to increase their mahkats

About the growth strategies adopted, majority of tiespondent adopted product
development strategy by modifying and improving ithproducts and services
followed by market penetration strategy by exteslgivadvertising through internet,
tour operators and exhibitions and reducing thesrduring low season to attract the
domestic market. They also adopted market developisteategies by changing the
target market where by during the high season ftheys on the international markets

of Europe and United Kingdom and during the lowsseathey turn on to the
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domestic market. Only a very small percentage o tespondents adopted

diversification by venturing into tour operatiornsdaairport transfers.

Businesswise, majority of the respondent felt thatbusiness was bad within the last
3 years and many are still not sure if it will evgw back to its previous state.
However, during the time of data collection 69%l# respondent had less than 40%
occupancy rate and 65 % of the respondent wersuretif it was going to improve
much better despite their efforts. They attributed to the insecurity which had made
the market generating regions issue travel adesand warnings to their citizen and
believed that their growth strategies could be muoudre effective if the Kenyan
government enhanced security to win back the cenfid of the international tourist

who still perceive Kenya as insecure.

The findings showed a strong positive relationsbgiween growth strategies and
performance of hotels in Kwale County through thellolving model.
Performance (Y) = —5.425 + 0.603X1 + 2.524X2 + 4.490X3 — 2. 140X4

Where by (X) is product development, ¢Xis market penetratiorX3 is market
development whileX4 is diversification. However, only 39.4% of the iadion in the
performance could be explained by the variationthef growth strategies hence it is
not appropriate to use this model to predict pentoice of hotels in Kwale County
because all the individual parameters are not fgmt in explaining the
performance.

5.3 Conclusion
The study concluded that indeed hotels in Kwale ®puhad adopted product

development, market penetration and market devetoprgrowth strategies which
had a positive impact on the performance as eveltbiny increased revenue/sales,
increased profits, increased market share andigosieduced customer complaints,
increased number of guests and increased genesiaklss of the hotel. This result are
consistent with Tourki (2010), who argued that maganizations which have
adopted alternative growth strategies have expegimproved overall performance

and have had several chances of surviving in thieagicompetitive environment.

The study further concluded that indeed there iis lsdpe for the hotel business

industry in spite of the ups and downs experiernioethe County. There existed a
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positive relation between the growths strategieghvii properly harnessed could be

used to ensure definite improvement in the gerfeot! business in the County.

5.4 Limitations of the Study
Growth strategies that affect performance in hioilstry are varied and numerous in

number. The study concentrated on just but a feategfies. Most of the respondents
had tight schedules and had to be reminded ofteougih phone calls before they

could fill the questionnaires.

The concept of growth in hotel business was aldonatl understood and this posed
challenges to many respondents. Hotel being semihestry, the dynamic nature of
the service delivery management may change afteerimd of time and the views
provided are limited to a given time period. Théiselings may not be applicable

across time.

5.5 Recommendations
Based on the findings of the study it is recommenttat hotels in Kwale County

adopt full implementation of these growth strated®improved further performance.
The management of the hotels in Kwale County waléto set up clear policies on
their adoption and communicate to all the stakedrslcdon what it entails, what is
expected, the potential benefits and challenges. ditm of this will be to embrace

acceptance and ownership during adoption and inmgramion.

Continuous implementation and monitoring of thesatsgies in Hotels not only in
Kwale but beyond is highly recommended. This isaose of the benefits that can be
realized if fully adopted. The hotels in adoptitgde strategies ought to do it in a
holistic manner rather than in an isolated way mgoy the great benefits of full

implementation.

5.6 Suggestions for Further Research
The study hereby suggests further research ontlige factors that do cause variation

in performance in hotels business that are nouded in this study. It is therefore
recommended that more research be done not otheihotel industry in Kwale but
other counties to enable comparison of findings #ordcontinued learning. This

could also be extended to other areas within tliemservice sector in Kenya.
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Since this study lumped together a number of grostthtegies, the study hereby
recommends that future studies be done to anaheseetationship between each of
these strategies on the performance of the hothisiny. This study can also be
replicated after five or more years to ascertairetiver the situation would have

changed.
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APPENDIX I: INTRODUCTION LETTER

Tel: 020 2059161
Mombasa, Kenya

ubmit as part of his coursework assessment a
ort. We would like the student to do his project on
trategies and Performance of Hotels in Kwale County,
' uld, therefore, appreciate if you assist him by allowing



APPENDIX II: QUESTIONNAIRE
PART A: General Information

Your response/answers shall be treated with comtiialédy and used for academic

purpose only.

1) Name of the Hotel (optional) ------------------- ——mmmeeee-
2) Respondent’s Name or Position or Title (Optionah-—---------------- -

3) How long has your hotel been in operation?
Less than 5 years [ ] 5-168Ks [ ] 11-15 Years [ ]
16- 20 Years [] 21y&ars [ ] Over 25 years [ ]
4) How many rooms do you have?
Less than 50[] 51-100[] 101-150[] 1Z10[] Over 200[]
5) How many other branches do you have?
None [ ] One[] Two [] Three[] Over Four [ ]
6) What is your target Market?
International tourists [] Domestic tourists Bloth international and
Domestic tourists[]
7) Which are the five main Nationalities of guest tbeien come to your hotel?
i.e Germans

8) How has been the hotel business in Kwale for tse3ayears in comparison to
the past?
Worse [] Bad[] Fair [ ] Good [] Bettelr [

9) How do you manage business during low season?
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PART B: GROWTH STRATEGIES
These are the strategies that enabled your hotelctease revenue, increase profit,
increase room occupancy, increase number of guest®ase your Market share,
position your hotel in the market, out do compesitand spread to other geographical
areas.
1. Using a scale of 1-5 ( with-Strongly disagree 2- Disagree 3- Don’'t Know,
4- Agree and 5- Strongly agreg please indicate by use of a tick to what
extent you agree with the following growth strategthat your hotel might

have applied within the past 5 years.

Growth strategies 1 2 |34 |5

1.Product Development strategies

Developed new products and services such as new
menus, constructed new rooms, new swimming pools or

new conference halls..

Modified / improved/modernized your current

products/services such as menus, rooms, conference

D

halls, swimming pools and operation system

2.Market Penetration strategies

Advertising through internet, tour operators, Syimg

programmes and exhibitions

Penetration pricing ( Charge different rates basethe

season/product to increase revenue and profit)

Joint operation with neighbouring hotels to inceeas

capacity to hold large functions such as conference

3.Market Development strategies

Changed your target market

Opened new branches in other geographical areas.

4. Diversification strategies

Ventured into business related to hospitality sagh
construction of villas, tour operation, airportriséers

Ventured into other businesses unrelated to hdgpita

industry i.e. Farming
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PART C: PERFORMANCE
1. To what extend do you agree with the following esta¢nts in relation to the
growth strategies applied and the performance of fiotel? Use a scale of 1-
5, where 1-Strongly Disagree, 2-Disagre@-Don’t know, 4-
Agree 5-Strongly Agree
The growth strategies adopted by the hotel | 2 3 415

have:-

Increased revenue/sales of the hotel

Increased profit of the ho

Increased Market share of the hotel

Improved market position of the hotel

Increase geographic coverage of the |

Reduced guest’'s complaints

Increased Number of guests visiting the hote

Increased general business of the hotel

Improved hotel occupancy rate

2. In a scale of 1-5, how would you rate your hotekeerall performance with
respect to growth strategies applied within thet lasyears? Wherel=
Drastically reduced 2= Reduced 3= Not chged 4 =Improved
5= Drastically improved
Drastically reduced...[] Reduced.............. [] Nattanged............... []
Improved...............[]  Drastically improved..[ ]

3. What is your current hotel occupancy rate?

1-20% [ ] 21-40% [ ] 41-60%[] 61-80% ] 81-100[]
4. What is your opinion on the future of hotel busmegthin the next three
years? Worse [] Bad [ ] Fair [ Good [Better []

5. What do you think need to be done for your hotel gimw further?

...................................................... For more space please turn over.

Thank you for your time and co-operation
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APPENDIX 3: LIST OF HOTELS WITHIN KWALE COUNTY

KENYA

1) ALMANARA HOTEL
2) AMANI TIWI BEACH RESORT
3) BAOBAB BEACH RESORT & SPAR HOTEL
4) BLUE MARINE
5) BLUE MARLINE
6) BLUE SWALLOW HOTEL
7) CHALE ISLAND HOTEL
8) DIANI BAY HOTEL
9) DIANI REEF BEACH RESORT
10)DIANI SEA LODGE
11)DIANI SEA RESORT
12)FOREST DREAMS LODGE
13)HILLPARK HOTEL
14)INDIAN OCEAN BEACH HOTEL
15)KAZIKAZI BEACH HOTEL
16)KINONDO KWETU HOTEL
17)KUTAZAMA HOTEL
18)LEISURE LODGE AND GOLF RESORT
19)LEOPARD BEACH RESORT AND SPA
20)LOFTA HOTEL
21)MWALUGANJE HOTEL
22)OCEAN VILLAGE HOTEL
23)PAPILLION LAGOON RESORT
24)PRIDEINN HOTEL
25)PINEWOOD BEACH RESORT AND SPA
26)SENTIDO NEPTUNE PARADISE HOTEL
27)SHESHE BAHARINI BEACH RESORT
28)SHIMBA HILLS LODGE
29)SUN AND SAND BEACH RESORT
30)SOUTHERN PALMS HOTEL
31)SWAHILIBEACH RESORT
32)TWIGA LODGE

Source: Tourism Regulatory Authority 2015.
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