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ABSTRACT

The success and sustainability of any organizatiora competitive environment is
determined by its choice of strategy. This survegswan attempt to establish the
competitive strategies adopted by taxi firms in M@sa County. Today's dynamic
markets and technologies have called into quedtien sustainability of competitive
advantages. There are basically three competitragegiies that companies can adopt .i.e.
cost advantage, differentiation and focus. Thisdgtwvas set out to establish the
competitive strategies adopted by taxi firm in Masé and the challenges of
competition that the taxi firms faced in adoptihgde strategies. The data was collected
through well-structured questionnaires targetingketng managers of the taxi firm. The
data was collected and analyzed through use meaorg, spercentage and standard
deviation the findings indicated that among all t@mpetitive strategies that were
researched the strongly adopted competitive stydigdghe taxi firms was cost advantage
strategy. The findings of the research showedrtiggority of the taxi firms adopted this
strategy. Differentiation strategy was the secdratesgy which was adopted but only few
taxi firms adopted this strategy. Focus strategy tis@ least adopted strategy among all
the competitive strategies. The findings also iat#d that the most faced challenge of
completion by the taxi firms was the reduced marieile the least faced challenge of
competition was struggling for passengers. Fromfitidings the researcher was able to
speculate that more taxi firms were to soon jostdxi market. The researcher suggested
that of his findings could be extended to do furteidies on competitive strategies
adopted by all taxi firms in Kenya. Based on tmaliing of the study various conclusions,

recommendation for policy and practice were made.
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CHAPTER ONE

INTRODUCTION

1.1Background of the Study

Today's dynamic markets and technologies havedcailte question the sustainability of
competitive advantage. Under pressure to improwsdymtivity, quality, and speed,
managers have embraced tools such as, benchmankéhgeengineering (Porter, 2005).
These have forced the manager in the taxi firmasdimpt competitive strategies for them
to survive in the market. Thirty years ago the gowgent enjoyed monopoly of taxi
business because it had parastatal which offepadséavices to the public. Due to the
mismanagement of the firm it lead to customer disfseation. This called for other taxi
firm to open up in order satisfy the needs of thsteamer and to offer taxi services
effectively and efficiently. Prospective businessmand some individual taxi operators
joined forces to form their own taxi firms. Foreigmd local investors also saw the
opportunity in the taxi industry and ventured ithhe business to provide a full package
of customers’ needs.

The taxi industry is now flooded with many taxieogtors sourcing for the same
customers and this has called for competitive enato be adopted by each taxi firm for
it to survive in the taxi business. New entrantshia taxi industry, the bargaining power
of the buyer and supplier, threat of substitutesthe rivalry among the existing business
has made competition to be very stiff. For any §irto survive in this industry it will
have to lay down competitive strategies by choosingnique and valuable position

rooted in the systems of activities that are mudnenifficult to match.



1.1.1Competive Strategies

Competitive strategy is the framework that guidesgetitive positioning decisions. As
observed by Porter (2008) competitive strategyois bompanies compete in a particular
business. It is concern with how a company gains\paiitive advantage through
distinctive way of competing. Organizations needhéive strategy in order to deliver
quality product or services to new and existingta@uners. According to Pearce and
Robinson (2005) Competitive strategy is a searclaffavorable competitive position in
an industry, the fundamental arena in which conipatioccurs. Competitive strategy
aim’s to establish a profitable and sustainablatjposagainst the forces that determine
industry competition. Managers formulate competitstrategy to relate the company to
its environment, whereby a firm's environment i tindustry in which a firm is
competing in.

The goal of competitive strategy for a business umnan industry is to find a position in
the industry where the firm can best defend it aghinst these competitive forces or
can influence them in its favor (Porter, 2004). Tape with the five competitive forces
porter developed three potential successful gesénategic approaches which a firm can
apply to outperform other firms in the industry.€Timree generic strategies for achieving
above average performance in an industry are,leadership, differentiation, and focus
(Porter, 1985). Cost leadership, is where a firts sat to become the low cost producer
in its industry. This strategy is associated wdlgé scale business offering ‘standard’
products which are less differentiated to be aat#ptto the majority of customers.
Differentiation strategy on the other hand is whara seeks to be unique in its industry

along some dimensions that are widely valued byelsiylt where a firm creates



something that is perceived to be unique. The fopheric strategy is focus which
involves focusing on a particular buyer group, segnof the product line or geographic
market. The focus strategy has two variants, amstd and differentiation focus.
Competitive strategy helps the organization tordefis business today and how it will
define its business tomorrow. It also help the pizgtion to know in what industries or
markets will it compete in and how it will respotal the competitive forces in these
industries or markets .Through competitive stratdgy firm will be able to know its
fundamental approach to attaining competitive athga either by low price,
differentiation or niche. Competitive strategy atswables the firm to know what size or
market position it has to plan to achieve and whiit be its focus and method for
growth. The purpose of its competitive strategytasbuild a sustainable competitive
advantage over the organization’s rivals. Compuetits one of the society most powerful

forces for making things better in many fields ahtan endeavor (Porter, 2008).

1.1.2 Competitive Advantage

According to Porter (1985) competitive advantageoniuces the concept of value chain,
general frame work for thinking strategically abth activities involved in any business
and assessing their relative cost and role in rdiffeation. Value chain proves a rigorous
way to understand the source of the buyer souatentii command a premium price and

why one product or service substitutes other.

Competitive advantage can arise from many sounceéshow how all advantages can be
connected to specific activities and the way thetively relates to each other, to

supplier’'s activities and buyers activities. Conipet advantage help to make strategy



more concrete and actionable because these asatiestiwhich a firm do, they are

observable tangible and can be managed. A lowestt stoategy involves one set of
activities choices, while differentiation involvasother set of activity. Activity provides

bridge between strategy and implementation. Adéisittherefore make strategy more
operational.

Competitive advantage grows fundamental out ofvédae a firm is able to create for its
buyer. It may take the form of price lower than ttwenpetitor equivalent benefit or the
provision of unique benefit that calls for a premigprice (Porter, 1985). Competitive
advantage in one industry can be strongly enhabgenhterrelationship with business

unit competing in related industries interrelatimps among business units are the
principle means by which a diversified firm creatalue and this provide the

underpinning for cooperate strategy .The two bagme of competitive advantage

combined with the scope of activities for whichianf seeks to achieve them leads to
generic strategies. For achieving the above avepag®rmance in an industry, a firm

may apply any of the following generic strategystdeadership, differentiation or focus.

1.1.3 Transport industry in Kenya

The Transportation industry sector comprises a \naage of service providers, covering
all modes of transport — air, road, rail, sea —wasl as related services such as
warehousing, handling, stevedoring, and finallyueabdded services like packaging,
labeling, assembling, etc. Because of the diversifythe sector in Kenya the
infrastructure group has defined three key marlegnents that it concentrates on:

Roads, Ports and Airports, Rail. According to Pv2®02) Roads have long been



considered as the prime communication link betwa#neconomic sectors and the
citizenry in Kenya. Indeed, roads account for a8@% of Kenya’'s total passenger and
freight transportation, as well as value of output.

Public transport in Kenya and especially in urbagaa is dominated by public service
vehicles. They provided employment to persons aederated vast revenue for the
Government in the form of charges for licensesydUAT and other taxes. In addition,

the industry plays a leading part in transportatbboth persons and goods in both rural
and urban areas. Unfortunately, the industry’s asivth has been accompanied by
increasing road traffic accidents that have threadesafety of Kenyan travelers (Muyia,
1995). In October 2003, Kenya's Minister for Traogpand Communications issued
Legal Notice No0.161 that sought to regulate thelieuervice Vehicle sub-sector. The

objectives of the Legal Notice were to: reduce @ecis caused by over speeding;
enhance safety of commuters; ensure responsibditgountability and competence of
drivers and conductors; eliminate illegal drivecnductors and criminals that had
infiltrated the industry. It indicated that any pen who contravenes or fails to comply
with these provisions, owns, drives or has chafgbetaxicab or Matatu, shall be guilty

of an offense and could pay a specified fine oe fagprisonment.

New investors are coming into the industry owingctmducive business environment
that has been created. Crime rate has reduced dwitlte requirement that all Public

service vehicles drivers and conductors must geificates of good conduct from the

police. The same requirement has also led to editiwn of unqualified drivers who are

major causers of accidents. This sector is alsodasome challenges because of laxity in

law enforcement is still a problem especially ie tfublic service vehicles. Corruption



has also been reported by the media among key moest officials in relation to

issuance of Public Service Vehicles licenses asgdation certificates.

1.1.4 Taxi Firms in Mombasa.

Mombasa is commonly known as a tourist destinatdyp because of its attractive
beaches and hot climate. Mombasa is among thes diti&kenya which experiences a
large number of both local and foreign touristsalko has an international airport and
corporate organization, Nongovernmental organinadiod aid organization which makes
the location a strategic area for taxi firms to rape in. All the above has made taxi
business to increase tremendously in the regiopitgethe introduction of substitute like
tuk tuk and motor bikes which are cheaper. Taximdiwhich are fully register and are
operating in Mombasa are approximately thirty firens. Majority of them have their
stations at Moi international airport, at the bedutels at the parking of corporate
organizations. The taxi companies which dominageMlombasa market have originated
from Nairobi and more companies from Nairobi anlleotregion are trying to penetrate
the market because there is big potential in Mombas

An increase in number of taxi firms has lead t&f sbmpetition and only the strong firm
in terms of competition will survive the market. éfy firm is coming up with its own
strategies to win the market and some taxi firnesteying to give the lowest price while
others are working on service differentiation. Ma@yi firms are trying to embrace

organized management, technology and modern fhe¢hém to survive in the market.



1.2 Research Problem

An organization’s strategy consists of the moves a@pproaches devised by management
to produce successful organization performancetrétegyyy is thus a management game
plan for business (Thompson et al, 2007). The essear formulating competitive
strategy is to relate a company to its environmeatlowing the current opening up of
Kenya market by the government, the competitivarenment has been experienced by
many firms causing the firm to choose its compsditiesponse strategy that is effective
and efficient. (Porter 2004) describes Competitsteategy as taking offensive or
defensive action to create a defensible positiormnnindustry to cope with the five
competitive forces and thereby yield a superianmrebn investment for the firm.

The taxi sector has become very active and is cteraed by fierce competition. Since
individuals have started to subcontract their peakovehicles to the taxi firm the
competition has increased in the taxi world. Thenefthe entry to taxi industry has been
made easy, the bargaining power of the buyers apgliers has increased and the
introduction of substitute service in the taxi istiy has been seen. All this has increased
the degree of rivalry in the market therefore cofitipa has been very stiff in the taxi
industry. Past studies that have been carried m@inilar topic include: Kanake (2008)
who studied competitive strategy employed by taufisns in Kenya. llovi (2008)
carried out a survey of competitive strategies &by courier firm in Kenya. Karanja
(2002) studied competitive strategies in real estat

There is a gap in the literature as far as competstrategy is concerned on taxi industry

in Kenya. Therefore the proposed study intendsitiyess the following questions, what.



What competitive strategies are adopted by re@dtéaxi firms in Mombasa and what

challenges do the taxi firms in Mombasa face frampetition.

1.3 Research Objective
This study had the following two objectives
I.  To establish the competitive strategies adoptethbytaxi firms in Mombasa
to achieve competitive advantage.
ii.  To determine the challenges of competition facethalyfirms in Mombasa

county.

1.4 Value of the Study

The management of taxi firms will benefit from tsteidy as the findings will show what
competitive strategies are applied in order to iserin the competitive market. The

findings will help taxi management in strategy fottation.

To the researcher and academicians, the studypwmallide understanding of the nature
of competitive strategies adopted by taxi firmsMombasa. The study will add to the
growing body knowledge of strategic managemendxn sector in Kenya. The study will

enable others to study further on this subject.



CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

Literature review will seeks to review previousdias that have been studied by others in
the field of competitive strategies. This chapteill vbe reviewing literature on
competitive strategies. It will start by reviewimghat different authors have studied on
strategy and it will also review the way differesnithors have addressed the issue on
competition. Thereafter this chapter review moterditure on competitive strategies.
Finally literature on generic strategies and indudgorces will be reviewed in this

chapter.

2.2 Concept of Strategy

Strategies have been defined by different authora different ways. The definition

suggests that the author gave selective attentoaspect of strategy. According to
Drucker (1999) Strategy is a commitment of presesburce to future expectations. A
strategy is a plan on how the organization caneaghits goals and objectives. It is a

commitment of present resources to future expectsati

Schendel and Hofer (1979) argue that strategy é&s rttatch between organization

resources and skills, the environmental opportesiéind risk it faces and the purpose it
wishes to accomplish. Having a strategy therefoabkes the organization to ensure that
the operational decision fit in with its long testmategy, operational decision could have

a negative impact on the long term interest ofcib@pany.



According to Pearce & Robinson (1997), Strategy loarviewed as a building defense
against competitive forces or as finding positiorthe industry where forces are weakest.
A strategy enables manager to deal with potenti@blpm that may face their

organization (Aosa, 1998) .For an organizationweroome strategic problem then it has

to adjust to the environmental challenges.

Tregoe and Zimmerman (1980) define strategy asfrdmaework which guides those
choices that determines the nature and directicanafrganization. They urge executive
to base decision on a single “driving force” of thesiness. Although there are nine
driving forces only one can serve as basis forteggsafor a given business. The nine
possibilities are products, referred markets neeslshhnology, production capabilities,
method of sales, method of distribution, nature eesburces, size/growth and return/
profit. It is observes that Tregoe and Zimmerma@8(Q) take the position that strategy is

essentially a matter of perspective.

Robert (1993) takes a similar view of strategy weh&e argues that real issues are
strategic management. This boils down to decisiertaming to four factors, product

service, customer market, segments and geograpareal operation. He claims that
decision about which products and service to offestomer to be served, the market
segment to operate and the geographical area o&tope should be made on basis of a

single drawing forces.

2.3 Concept of Competition

According to Pearce & Robinson (1997), Strategy loarviewed as a building defense

against competitive forces or as finding positiorihe industry where forces are weakest.

10



According to Porter (2002) competition does not essarily have to be between
companies, competition can be within the same compa each division or would be
competing with the other divisions. This type ofrgzetition occurs in companies that
sale different type of brand. Each brand managgiven responsibility for the success or
failure of the brand, and compensated accordinglyis is known as intra-brand
competition. Kotler (2003) also argue that a conypsnmore likely to be hurried by
emerging competitors or new technology; however rdniege of a company’s actual
potential competitor is in reality much broader.the recent years many business have
failed to look at the internet to know their mastrhidable competitor. And this has seen

many companies being thrown out the market.

Firms strive to survive and succeed in competifognpursuing strategies that enable
them to perform better than their competitors. Whea or more firms compete within

the same market, one firm possesses a competdixangage over its rivals when it earns
or has the potential to earn a persistently higaier of profit. According to Porter (1985),
a firm can achieve a higher rate of profit (or po profit) over a rival in one of two

ways: either it supplies an identical product av&e at a lower cost, in which case the
firm possesses a cost advantage; or it can supplgduct or service that is differentiated
in such a way that the customer is being able fogarice premium that exceeds the
additional cost of the differentiation advantageaffddentiation by a firm from its

competitors is achieved when it provides somethingjue that is valuable to buyers
beyond simply offering a lower price. Emphasizihg importance of innovation, Grant
(1997) points out that innovation not only creatempetitive advantage, it also provides

a basis for overturning the competitive advantaggtizer firms.

11



2.4 Challenges of Competition

Industries faces many challenges a few of themgoentatile fluctuations in commodity
prices, stringent customer demands. Serving cliaatsss the globe in all industries can
be challenging. Firms should be well positionedutalerstand the challenges facing
today's companies and offer their insights on treefs working within the marketplace.
According to Porter (2008) the firms should alsoNmeking closely with their clients to
understand them and help propose solutions to tkaéss challenges. Occasionally, a
competitor can begin to create significant probldorsthe company and the market.
Typically, these annoying competitors become ingdivn predatory pricing, copying
other companies’ product line, or using aggressnaketing techniques or guerrilla

warfare strategies.

(Frost, 2011)Whatever the problem, Marketers calp the company to successfully
address it. Being "Lost in the Market" is a problearcompany maybe facing if the
company is completely unaware of what is going ditn Whe competition and customers
in the market in which it is competing in. Onljhandful of companies are not anxious
about their profit margins. Use the Market EnginagSystem to identify areas in which
implementation of a measurement-based strategystitiulate increased profitability.

The demand for growth is endless. Market Engingedan help identify and rank the

most promising growth opportunities available.

2.5Competitive strategy

Competitive advantage is at the hearts of a firpgsformance in competitive market,
(Pearce &Robinson, 1997) Because of vigorous exparand prosperity however many

firms have lost sight of competitive advantagehieit scramble for growth and pursuit of

12



diversification. Firms throughout the world fac®wl growth as well as domestic and
global competitors that are no longer acting athély are expanding. Failure of many

firms strategies stem from inability to translateraad competitive advantage.

A company is more likely to be threatened by emmygand existing competitors .The
differences between a company and its competiwtha basis of its advantage. If a firm
is in business and self supporting, then it alrelagly some kind of advantage no matter
how small or subtitle (Chandler, 1997).There areedhpotential successful generic
strategic approaches that a firm can adopt to ofate other firms in the industry. They
include overall cost leadership, differentiatiordaiocus. A firm can choose to pursue
one or more than one strategy and all this requatal commitment and supporting
organizational arrangemeriior a firm to cope with the five forces it has topt any of
the generic strategies (Porter, 1984).The five derinclude: threat of new entrants,
bargaining power of buyers, bargaining power ofpsieps, threat of substitute product or
services and rivalry among the existing firms. Ehase the forces that drive industry
competition. The customers, suppliers, substitutmsgd potential entrants are all

competitors to the firm in the industry.

2.5.1 Cost Leadership Strategy

Cost leadership strategy is where a firm’s objecis/to become the lowest cost producer
in the industry. If the selling price can at leagual the average for the market then the
lowest cost production will enjoy the best profifs.low cost position gives a firm a
defense against rivalry from competitor; becauseldwer cost means that it can still
earn return after its competitor have competed aivay profits through rivalry (Porter,

1980). The factors that lead to low cost positioovgle entry barrier in terms of scale

13



economies or cost advantages. For affirm to achiewecost position it require high
market share or access to raw material. Busine#s dyucost leadership requires the
business to be able to provide its product or serat a cost below what its competitor
can achieve and the cost leadership must be mustdbainable (Pearce 11,2005)

Skills and resources that foster cost leaderslsastained capital investment and access
to capital, process engineering skill, core tecainaperations and low cost distribution
systems. The organization should ensure thergid tiost control, quantitative targets
and structured organization and responsibilitiestd? (2004). Occasionally, a low cost
leader will also discount its product or servicemi@ximize sales by so doing it can’t

increase its market share, especially if it has adgantages over the competition.

2.5.2 Differentiation Strategy

According to Pearce Il (2005) differentiation remsi that the business have sustainable
advantage that allows it to provide buyers with stimmg uniquely valuable to them. A
successful differentiation strategy allows the bess to provide a product or service of
perceived higher quality to the buyer. Approacheglifferentiation may take form of
design or brand image, technology, feature, custsuevice, dealer network or other
dimensions. Porter (2004) observed that differénta provides insulation against
competitive rivalry because of brand loyalty by tomser and resulting to lower
sensitivity to price.

Differentiation yields higher margin with which weal with suppliers’ power and it
clearly mitigates buyer’s power, since buyer lacknparable alternative and thereby less

price sensitive .the buyer cannot also switch tosstute because of brand loyalty. As
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pointed out by Porter(2004)common required skitld aesource for differentiation are,
strong marketing ability, product engineering, tirety, strong ability in basic research
,corporate reputation for quality or technologiledership and strong cooperation from

channels.

2.5.3 Focus Strategy

Focus is the final generic strategy it involvesugiog on a particular buyer group,
segment of the product line or geographic marketuB strategy is built around serving a
particular target very well and if an organizatisndeveloping functional policy then it
should develop them having focus strategy in mindocus strategy the organization is
able to achieve differentiation better by meetihg heeds of a particular target or it is
able to meet low cost in serving this target araih be able to achieve both. As observed
by Porter (2004) focus means that the firm eitleex & low cost position with its strategic
target, high differentiation or both. Focus mayoalse used to select targets least
vulnerable to substitutes or where competitorsvegakest. The business seeks a lower
cost advantage on just one or a few market segmbatproduct is similar product to the

higher priced and featured market leader, but aabépto sufficient customers.

2.6 Generic Strategies and Industry Forces

As observed by Porter (2004) there are forces aaitikie industry which affects all firms

in the industry. The state of competition in anusidly depends on five basic competitive
forces which are, threat of new entrants, barggipower of buyers, bargaining power of

suppliers, threat of substitute product or servames rivalry among existing firms.
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The configuration of the five forces differs by usdry. The strongest competitive force
or forces determine the profitability of an indysand become the most important to
strategy formulation. The most salient force, hogreus not always obvious. Porter
(1979) found out that understanding the competitorees, and their underlying causes,
reveals the roots of an industry’s current profitgbwhile providing a framework for
anticipating and influencing competition (and ptalility) over time. A healthy industry
structure should be as much a competitive conaestrategists as their company’s own
position. Understanding industry structure is alsssential to effective strategic
positioning. Defending against the competitive é&sr@and shaping them in a company’s

favor are crucial to strategy.

As stated by Porter, (2004) the risk of pursingdkaeric strategies are two; first, failing
to attain or sustain the strategy; second for tileesof the strategic advantage provided
by the firm to erode with the industry evolutionost leadership is vulnerable to some

risk like technological change that nullifies pestestment.

2.7 Concept of Competitive Advantage

According to Pearce Il and Robinson (2011) businessome successful because they
posses some advantage relative to their compelitar.two most prominent sources of
competitive advantage can be found in the busimess$ structure and its ability to
differentiate its business from the competitors. elvhbusiness create competitive
advantage from cost leadership advantage or diffest@n advantage or both of them ,it
usually experience above average profitability gttitat was done by Pearce Il and

Robinson (2011) show that businesses that do ae¢ kither form of competitive
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advantage perform the poorest while business tbasgss both form of competitive
advantage enjoy the highest level of profitabiityhin their industry.

Company pursue a business level strategy to gaiongpetitive advantage that allow
them to outperform above average return (Hill ande3, 2001).A firm can choose to
adopt cost leadership strategy, differentiatioatstyy or focus strategy or a combination
of both. Each generic strategies results from apasm making consistence choice on
product, market and distinctive competencies. Gzmler strategy choose a low level of
product differentiation while differentiation is jpensive if the company expends
resources to make its product unique, then it agsts. Cost leader aims for level of
differentiation not markedly inferior or that offfdirentiator, but a level obtainable at a
low cost. The ability to increase revenue by chaggpremium price allows the

differentiator to outperform its competitor andrgabove average profit
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

The following chapter covered methodology that wathe study. The chapter discusses
the population of the study, the sample design theddata collection method that was
used to collect data from various taxi firms. Badiscusses the various ways that were

used to analyze the collected data.

3.2 Research Design

This research problem was to be studied througlotiasedescriptive survey. Descriptive
research portrays an accurate profile of persorests, or situation (Robson 2002). The

survey enabled the researcher to collect data &emeable proportion of the population.

This enabled the researcher to make comparisores]i@s demographics of the study
units. Mugenda and Mugenda(2003) observed thakegarare useful for research where
comparisons are important .Hence a survey was deresl most appropriate for this

study.

3.2 Population of Study

The target population was taxi firms registered apérating in Mombasa county of
Kenya. According to the Kenya association of c#besre were 35 registered taxi firms in

Mombasa County as of June 2012
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3.3 Sample Design

A sample size of 17 taxi firms were selected fodgt The sample was selected through
systematic random sampling. The list obtained frienya association of cabs in

Mombasa was used as the sampling frame.

Sampling began from the first member in the listl #mere after every second member

was selected. This was to give a sampling intesf/alvo.

3.4 Data Collection

In this study much emphasis was to be given toptiteary data. The primary data was
collected using a questionnaire which contained kaggen and closed questions. This
helped to facilitate the collection of both qudlita and quantitative data. The
guestionnaire was structured in three sections lyageetion A, B, and C. Section A will

sought responses on the firms demographics antudélr Section B was on responses
regarding competitive strategies the taxi firmslagop This was mainly be based on 5-

point rating scale.

Section C sought to identify the reasons which m#ude taxi firms to adopt the
competitive strategies. The questionnaires targetsdketing managers because the were
best placed to provide information on firms’ stgpés. Each firm was issued with one
guestionnaire. The researcher was to drop andtpekuestionnaire later after they had

been filled.

3.5 Data Analysis

The data analysis sought to identify the competistrategies adopted by the taxi firms.

After the questionnaires were filled and receivétey were checked and verified to
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ensure consistency and completeness of informafitime responses. Measures of central
tendencies like mean, and standard deviation weed there. For the competitive

strategies used by taxi firms mean scores were gted{o determine extent of use.

Chi-square test and correlation analysis were tsetbtermine whether the competitive

strategies are related to the taxi firms’ demogi@pharacteristics.
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CHAPTER FOUR

DATA ANALYSIS, FINDINGS AND DISCUSSIONS

4.1 1ntroduction

This chapter covers data analysis and discussidheoflemographic background of taxi
firms in Mombasa County which were researched. ditegter analyses the competitive
strategies that that were adopted by the taxi fimMombasa County, the challenges

they faced in competition and the reasons for adgphe competitive strategies.

4.2 Demographic Background

Tables 4.1: Duration of Service

Duration of service Frequency Percentage
Less than 10 years 5 56%
Between 11-20 years| 3 33%
Between 21-30 years| 1 11%
Total 9 100%

Findings from Table 4.1 showed that taxi firms whitad served the market for shortest
duration were the majority in the taxi industryMombasa County. This demonstrated
that there were new taxi companies which had vedturto the market because within a
period of less than 10 year because 5 firms ha@tpged the market. the taxi firms

which had served the market for the longest peoidtime i.e between 21-30 years were
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the least because only one firm responded in thidys Other firms which served for a
period betweenl11-20 had a 33%. This shows thatfirevg are coming up in the taxi

business.
4.2.2 Size of the Firm

The findings of the study was able to determinesihe of the firm by the number of fleet

a taxi firm had and also the size of the taxi fiwmas determined by the number of

employees it had.

Table 4.2: Size of the Firm by the Number of Fleets

Number of vehicles Frequency Percentage
Less than 15 1 11%
Between 15-30 5 56%
Between 31-45 2 22%
More than 46 1 11%
Total 9 100%

The researcher sought to establish the size dirtheby the number of had in operation.
The study found out the largest and the smallestisfiwvere the least in the taxi market
both with 11%. The medium sized firms were the mgjavith a 56%.Many taxi firms

had a between 15 to 30 fleets which were activelyperation.
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Table 4.3: Size of the Firm by the Number of Emploges

Number of Employees Frequency| Percentage
Between 21-40 2 22%
Between 41-60 6 67%
More than 60 1 11%
Total 9 100%

As illustrated in Table 4.3 the largest firms witte largest number of employees were
least in the taxi market with 11%.the researchegbbto find the size of the firms that
dominated the market ,he found out the majorityhef firms had a capacity of 41 to 60
employees with 67%. Only two firms represented $invhich had a capacity of 21to 40
employees. According to the data that was colleatamtk of the respondents had below

twenty employees this is because most of the tacigmployed two drivers per taxi.

4.2.3 Ownership of the Firm

Table 4.4:Type of ownership

ownership Frequency Percentage
Sole proprietorship 2 22%
Partnership 2 22%
Private company 4 44%
Public company 1 11%
Total 9 100%
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As shown in Table 4.4 above it is clear that m&jaof the taxi firms in Mombasa county
were private company with a 44%. Sole proprietqrsdmd partnership ownership came
second both with 22%.Public owned taxi firm wasygmlesented by one company with
11%. The reason why private companies dominated niaeket is because new

companies were coming up in the market

4.3 Competitive Strategies Adopted by Taxi firms

The respondents were asked to rate extend to wihidbus strategies were adopted by
their firms. Rating was to be done on 5 scalewliergot at all and 5=to a very great
extend .The data was scored where ;not at all=swfoteand very great extend=score of
5. Mean score were computed for the data .The hidjlgemean score the greater was the
extend of adaptation of the strategy and vice-vefS@ndard deviation was also

computed. The results are shown in the tables below

Table 4.5: Competitive Strategies

Competitive Strategies Mean Std Deviation

Low fares 3.89 1.69

Unique service with premiun

=

price. 3.33 1.00
Modern fleet 3.44 0.73
Two way radio communication 3.33 1.80
Training and developing drivers 2.89 1.27
Extensively marketing/branding 3.22 1.30
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Located near to customer 3.33 0.87
Aggressive Marketing 3.44 1.24
Classy vehicle for V.I.P 2.78 1.09
Car tracking device 3.44 1.88
Opening many branch 2.89 1.54
Market intelligence 2.89 0.93
Grand Mean 3.24

Findings in Table 4.5 revealed that the stronglgpaeld competitive strategy by the taxi
firms was low fares with a mean score of 3.89. Ottmmpetitive strategies that were
adopted were aggressive marketing use of modeet Wieth a means of 3.44 and 3.
44respectively.Competitive strategies that werstl@aopted by taxi firms in Mombasa

were training and developing driver and opening rmanches and practice of doing

market intelligence all of them with a mean scdr2.89.

A grand mean of 3.24 it shows competitive straegivere moderately adopted by the

taxi firms taxi firms of Mombasa county. This showsat the taxi firms did not

concentrate much on adopting competitive strategies
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4.3.2 Competitive Strategies and Duration of Servee

Table 4. 6: Competitive Strategies and of Yeain service

Competitive Strategies Below  1(

Years 11-20 Years| 2B0 Years
Low fares 4.60 5.00 1.00
Unique service with premium
price. 3.60 2.50 4.00
Modern fleet 3.20 3.00 4.00
Two way radio communication 3.60 1.00 5.00
Training and developing drivers 2.60 2.00 4.00
Extensively marketing/branding 3.20 2.00 4.00
Located near to customer 3.20 3.00 5.00
Aggressive Marketing 3.80 2.00 4.00
Classy vehicle for V.I.P 3.00 1.50 3.00
Car tracking device 3.60 1.50 5.00
Opening many branch 3.20 1.50 4.00
Market intelligence 3.20 2.00 2.00
Grand Mean 3.40 2.25 3.75

At a quick glance on the grand mean in Table 4x6ftam which had been in operation
for between 21 to 30 year and below 10 years nabely adopted the competitive

strategies with a grand mean of 3.75 and 3.40 ctispé/. Only one company was found
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in among those firms which served the taxi marlettvieen 21- 30 year. Firms which had
been in operation between 11 to 20 years adoptegeiitive strategies at a little extend

with a grade mean score of 2.25

Competitive strategy of low fares was strongly @eéd by firms which had been in
service for less than 20 years. The same strategynwt at all adopted by the taxi firm

which had been in service for more than 21 years.

Use of modern fleets was a strategy which was nabellgradopted by most of taxi firms
which were in service for 20 years and below. Témes strategy was adapted to a great
extend by the taxi firm which had served the mafketmore than 21 years. Only one

firm was presented in this category.

4.3.3 Competitive Strategies and Ownership of theifn

Table 4.7: Competitive Strategies and Type @wnership

Competitive Strategies Public Private Sole

Ownership | Partnership | Ownership | Proprietorship

Low fares 1.00 5.00 3.00 4.00
Unique service with premium

price. 4.00 2.75 3.50 4.00
Modern fleet 4.00 3.00 4.50 3.00
Two way radio

communication 5.00 1.75 4.50 4.50

Training and developing

drivers 4.00 1.75 4.00 3.50
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Extensively

marketing/branding 4.00 2.00 5.00 3.50
Located near to customer 5.00 2.75 3.50 3.50
Aggressive Marketing 4.00 2.25 4.50 4.50
Classy vehicle for V.I.P 3.00 2.00 4.00 3.00
Car tracking device 5.00 1.50 5.00 5.00
Opening many branch 4.00 1.50 3.00 5.00
Market intelligence 2.00 2.50 3.00 4.00
Grand Mean 3.75 2.40 3.96 3.96

Findings of the research revealed that sole pruprigrms, private owned firms and
public owned firms applied competitive strategiesderately with a grand mean of 3.96,
3.96 and 3.75 respectively. Partnership owned cosndaast adopted competitive
strategies with a grand mean of 2.40. This is bexdhe partners had different ways of

doing business there was a challenge in adaptangdmpetitive strategies.

Low fares strategy was strongly emphasized by gotprietorship and partnership
owned firms with a mean score of 5 and 4 respdgtivEhis was because the owners

believed the only way to survive in the market wasugh cost leadership.

Public owned firms which were presented by one #mphasized on installation of car
tracking devices and two way radio communicatigatsgies at a very great extend with
a mean score of 5 and 5 respectively. This firmrehitladopt a low fares strategies. This

shows that public owned firm concentrated more ervise differentiation than cost
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advantage. Aggressive marketing was least empliabizeartnership owned firm with a

mean score of 4.

4.3.4 Competitive Strategies and Size of the Firm

Table 4.8: Competitive Strategies and mber of employees

Competitive Strategies Less than Between Between More than
20 20-40 41-60 60
Employees | employees | Employees | Employees
Low fares 5.00 3.60 3.00 1.00
Unique service with
premium price. 4.00 3.40 2.50 4.00
Modern fleet 4.00 4.20 3.50 4.00
Two way radio
communication 4.00 3.20 2.50 3.00
Training and developing
drivers 3.00 3.00 2.00 4.00
Extensively
marketing/branding 5.00 3.00 2.50 4.00
Located near to customer 4.00 3.20 2.50 5.00
Aggressive Marketing 5.00 3.00 3.50 4.00
Classy vehicle for V.I.P 4.00 3.20 3.00 1.00
Car tracking device 5.00 3.00 3.00 5.00
Opening many branch 3.00 2.60 3.00 4.00
Market intelligence 2.00 3.00 3.50 2.00
Grand Mean 4.00 3.20 2.88 3.42
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Two firms presented both the firms that had thellestanumber of employees and this
firm strongly adopted competitive strategies witlgrade mean of 4.00. The firms that
had the largest number of employee and those finaishad between 15-30 employees
moderately adopted competitive strategies withaagmean of 3.42 and 3.20.Looking
across the board in Table 8 above the least adapetpetitive strategy was market

intelligence and the most adopted strategy wasraeking device.

4.4 Challenges of Competition.

Table 4. 9: Challenges faced in competition

Challenges of Competition | Mean Std Deviation
Reduced Market 4.78 0.44

Low Tariff by Competitors 3.67 1.32
Subcontracting of vehicles 2.67 1.22
Struggling for passengers 2.22 0.83

Quarrelling with the

competitors 1.44 0.73

Rules and regulation by the

airport, city council and Port.2.89 0.93

Grand Mean 2.94

With a grade mean of 2.94 the findings show thailehges in competition was at little
extend faced by taxi firms in Mombasa. The mosedachallenge by all the taxi firms

was reduced market with a mean score of 4.78.Tiedlenge was as a result of new
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entrants in the market. A low tariff by competitawgs a challenge another challenge
which was faced at a moderate extend with a meare $f 3.67.The challenge that was
not at all experienced by the taxi firms were geling with the competitor with a mean

score of 1.44.

4.4.1 Challenges of Competition and Duration of Seice

Table 4.10: Challenge of Competition and Number ofears in service

Challenges in Competition | Below 10 21-30
Years 11-20 Years Years
Reduced Market 4.83 4.50 5.00
Low Tariff by Competitors 3.83 2.50 5.00
Subcontracting of vehicles 2.67 2.00 4.00
Struggling for passengers 1.83 3.00 3.00

Quarrelling with the

competitors 1.17 2.00 2.00

Rules and regulation by the

airport, city council and Port.2.83 3.00 3.00

Grand Mean 2.86 2.83 3.67

From the grand mean of Table 4.10 firms which haenbin service between 21-30 years
experienced challenge at a moderate extent witrgdgnean of 3.67. Those firms which

had been in service for less than 20 years expmtea challenge of competition at a
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little extent with grand mean of less than 3.00dach. Across the board reduced market

was the challenge most experienced at a greattexten

4.4.2 Challenge of Competition and Ownership of thérm

Table 4.11: Type of ownership and Challenge of Congpition

Challenges in| Public Private Sole
Competition Ownership Partnership Ownership | Proprietorship
Reduced Market 5.00 4.75 4.50 5.00

Low Tariff by

Competitors 5.00 2.50 4.00 5.00
Subcontracting of vehicles 4.00 2.25 2.50 3.00
Struggling for passengers  3.00 2.75 1.50 1.50

Quarrelling  with  the

competitors 2.00 1.50 1.50 1.00

Rules and regulation by
the airport, city counci

and Port. 3.00 3.50 2.50 2.00

Grand Mean 3.67 2.88 2.75 2.92

Finding of the research show that partnership,gbeivwwned firm and sole proprietorship
experienced challenges in competition at a litkeelet with a grand mean of 2.88, 2.75
and 2.92 respectively. Public ownership experienckdllenges in competition at a

moderate extend with a grade mean of 3.67.By comgpdne challenges that were faced
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by the public owned firms and sole proprietorstiipré was a similarity in the in the

subcontracting of vehicles. All firms experience tthallenge of reduced market at a

great extent.

4.4.3 Challenges of Competition and Size of the .

Table 4.12: Challenges of competition and Number &gfmployees

Challenges in Competition Between More than
Less than 20| Between  20-40 41-60 60
Employees employees Employees | Employees
Reduced Market 4.00 4.80 5.00 5.00
Low Tariff by Competitors 3.00 3.40 4.00 5.00
Subcontracting of vehicles 1.00 3.00 2.00 4.00
Struggling for passengers 2.00 2.00 2.50 3.00
Quarrelling with the
competitors 2.00 1.40 1.00 2.00
Rules and regulation by the
airport, city council and Port.3.00 2.60 3.50 3.00
Grand Mean 2.50 2.87 3.00 3.67

The firms which had between 31-45 employees ansethihich had 46 employees and

above experienced challenge in competition modgratéh a grand mean score of 3.00

and 3.67. From Table 4.12 firms with less than dfpleyees experienced challenges in
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competition at little extent with a grand mean scof 2.50 and 2.87. The findings show

that the big firm the greater the challenges theyface in competition and vise versa.
4.5 Reason for Adopting Competitive Strategies

The study sought to identify what reasons madetdkefirms in Mombasa County to
adopt competitive strategies. The table below shibeseasons for adopting competitive

strategies

Table 4.13: Reasons for adopting competition

Reasons for adopting competitive

strategies Mean Std Deviation
Changes in the business environment 3.78 0.44
Competition in business environment 4.78 0.44
Active pursuit of strategic benefits 3.44 1.01
Opportunities offered by new technologies 3.22 0.83
Financial condition of the company 3.33 1.58
Grand Mean 3.71

Finding revealed the greatest reason for adoptorgpetitive strategies among the taxi
firms was competition in business environment vatimean score of 4.78. Competition
was becoming very high in the taxi business and eaen was forced to adopt

competitive strategy to survive in the market. Reasor adopting competitive strategies

was a moderate rate with a grand mean of 3.71 typutes offered by new technologies
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was the least reason for adopting competitive egras with a mean score of 3.33. As

shown in Table 13.

4.6 Discussion and Findings

From the research carried out fir the taxi frmdgMombasa county the researcher views
on the data analysis was the firms which had setordest in the industry are still
existing despite the challenges they are facinigims of low fares and reduced market.
These firms had the largest number of employeedtadalso had the largest number of
vehicles according to the data collected and aedlyZhe competitive strategies that
they had adapted enabled them to survive in thiepetitive market. Some of the
competitive strategies that they adapted comparedhter taxi firms were installation of
car tracking device and two way radio communicatiantheir fleet. This way a
differentiating strategy which they had adapted &radso shows that they had embraced

technology compared to their competitors.

Firms which had served the market between 10-20syea not at all embrace
technology. Other taxi firms that had been in sEnfor less than 20 years they strongly
adapted competitive strategy of low fares, thesediknew the only way to penetrate the
market which was dominated by the public owned fas to lower their fares. Firms
which had served the market for less than 10 yadopted both cost advantage and
differentiation strategy. These firms emphasizedeyan low fares, unique services, two

way radio communication and car tracking device.

From the study carried out it was speculated thatfirm that were likely to survive the

market those that adopted cost leadership strated\differentiation strategy. Those that
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would emphasize more on differentiated survive emcentrate on low cost would have
the largest market share. Porter (2008) arguesfithad that perform well in the market

adopt both cost leadership strategy and differgatiastrategy. Researcher findings are
also similar to those of (Chebet, 2011) who stdted firms should emphasis on cost

leadership and differentiation strategy to increhas#& market share.

The researcher also speculated that in near tha¢ firons will soon join the market
because the taxi firms which had been in operdioriess than 10 years were many.
This shows that others are likely to join the markecause of the benefits which are

found in this industry.
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Introduction
This chapter contains summary of findings, condusiof the study, limitation that were
experienced in the study, suggestions for furtltesearch and recommendations for

policy and practices.

5.2 Summary of Findings

The first objective of the study was to identifgtbompetitive strategies adopted by taxi
firm in Mombasa County in Kenya. The most emphakiggategies were low fares
which majority of taxi firm had adopted. Low faas far as cost leadership strategy is
concern strategy was commonly adopted by taxi fiwhih were penetrating the market
and those that had been in service for less thayedfs. Most of the private companies
and partnership business are the firms that mestighasized on cost advantage strategy.
The study as far as differentiation strategy isceon revealed that obtaining modern fleet
and aggressive marketing were mostly adopted gieste

The least adopted competitive strategies that wdopted by taxi firm were marketing
intelligence, opening new branches and training dageloping drivers. It was revealed
that the firms that adopted these strategies wesetthat had been in service for a longer
period of time. The finding showed that trainingdadeveloping of staffs was the
strategy that was adopted to little extent by geviaxi firms and sole proprietor taxi
firms.

The second objective was to determine the chalkefagged by the taxi firms in Mombasa

County. The greatest challenge that affected ntgjaf the taxi firm was reduced
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market. The competitors were becoming many iniidestry and they were all chasing

for the same customer. Another challenge thatdakefirm faced was the low fares by

the competitors. Those who were joining the mavkete coming up with lower fares

which affected those who were already serving taekst.

The finding also revealed that struggling for pag®es and quarrelling with competitors
was not a common challenge in the industry. This m@ common because of the rules
and regulation of city council and the airport autty where many taxi firms packed

there vehicles.

5.3 Conclusions of the Study

Based on the finding of the research conductedvais concluded that taxi firms in

Mombasa County had adopted cost leadership strategly moderately adopted

differentiation strategy. Cost leadership was @®red quite important by all most of
taxi firms surveyed. Cost leadership posed a bajlenge to the firms which served the
market for the longest period. Firm which were aagninto the taxi market commonly

adopted cost advantage strategy to win as manyroess as possible. Some firms
industry tried to adopt differentiation strategyigthwould makes them out stand in the
market.

From the finding the researcher also concludedlibside taxi firm providing services at
low cost (cost advantage) taxi firm should also kags on focus and differentiation
strategies like market intelligence, opening newnbhes and training and developing
drivers. The researcher also concluded reduce#tehar a major challenge in the taxi

industry.
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5.4 Limitations of the Study

One of the model limitation of the study was thatenall respondent responded to the
guestionnaire that were given to them, out of 18tjaenaire supplied only 9 were
answered and returned. Another limitation of tihedg was lack of seriousness in
answering the questionnaires, some respondentsodliiill some of the key data that was
essential in coming up with finding and conclusion.

Another limitation was that data that was colleates not enough each category and this

made the computation of mean score abit challenging

5.5 Suggestion for Further Research.

The study was conducted on taxi firm on Mombasanttguonly. Further study can be
conducted to find the competitive strategies adbpig all taxi firms in Kenya or
competitive strategies adopted by public servidaales.

The findings can be used while conducting a resetoc transporting firms in Kenya.
The finding used can be to determine the challerigesd public service vehicles in

Kenya.

5.6 Recommendations for Policy and Practices

The taxi firms should maximize on the usage of @ubtantage or low fares strategies
which is key to attracting new customers and imprgsells. They should venture more
on strategies which will make the customer morésadl and also get the value for
money.

Taxi firms should emphasis more on customer cadecastomer security e.g installation

of tax tracking device two way radio communicati@msl also training and developing

39



drivers. This will enable the customer feel s&bfwith the services offered. This will
enable them to attract more customers and ther@fiorease on their market share and

increase their revenue and profits.
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APPENDICES

Appendix |: Research Questionnaire

Serial No

My name is Ann Mwende Masai, | am a master’s stugeBusiness Administration and
specializing in Strategic Management at the Unitersf Nairobi. | am kindly asking
you to fill this questionnaire to facilitate me leat data for this study. The questionnaire
is intended to collect information on the compeétstrategies adopted by taxi firms in
Mombasa, Kenya. Kindly tick the most appropriaésponse in the boxes provided. The
information provides will be treated as strictlynfidential and at no instance will your
name be cited in this research. This study is gurdended for an academic purpose

only.

SECTION A: Company Demographics

Section A: Firm Demographics

1. Year of formation

2. No. of employees

3. Ownership:
a) Sole proprietorship ( )
b) Partnership ( )
c) Private company ( )
d) Public company ( )
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e) Other (specify below)

4. The total number of vehicles you are operating With

a) Below 15 ( )
b) Between 15— 30 ( )
c) Between 31 -45 ( )
d) Above 46 ( )

5. To what extent did you encounter each the followiogallenges from
competition?
Rate on a 5Point scale, where
1= Not at all, 2 = little extent, 3 = Moderate axtel = Great extent, and 5 = Very

great extent.

Challenges in competition 1 2 3 4 5

Reduced Market

Low Tariff by Competitors

Subcontracting of vehicles

Struggling for passengers

Quarrelling with the competitors

Rules and regulation by the airport, city counaitidort.

Section B: Competitive Strategies
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6. To what extent do you use each of the followingatsgies to deal with
competition?
Rate on a 5 — point scale, where;
1 = Not at all, 2 = Little extent, 3 = Moderate ext, 4 = Great extent, and 5 =

Very great extent.

COMPETITIVE STRATEGIES 1 2 3 4 5

Low fares

Unique service with premium price.

Modern fleet

Two way radio communication

Training and developing drivers

Extensively marketing/branding

Located near to customer

Aggressive Marketing

Classy vehicle for V.I.P

Car tracking device

Opening many branch

Market intelligence
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Other (please specify)

8. What is your target market?

a) Many market segments or the market as a whole ( )
b) One or a few market segments only ( )

c) All of the above ( )

Other (please SPECITY) ...t e s

SECTION C: Reasons Adopting Competitive Strategies

9. To what extent was each of the following a oea®r the competitive strategies you

adopted?
Rate on a 5 — point scale, where;

1 = Not at all, 2 = Little extent, 3 = Moderate &xt, 4 = Great extent, and 5 = Very great

extent.
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REASONS FOR STRATEGIES

Changes in the business environment

Competition in business environment

Active pursuit of strategic benefits

Opportunities offered by new technologies

Financial condition of the company

f) Other (Please specify)
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Appendix Ill: Taxi Firms in Mombasa County

Appendix IlI:

LIST OF TAXI FIRMS IN MOMBASA SELECTED FOR RESEARCH

Kenatco taxis

Virgin tours

Haja taxis

Biba safaris

Kevmac taxis

Tomasi holiday Africa
Karibu taxis

Golden tours and travel

© © N o g s~ wDdPRP

Alitex taxi

10. Summit taxis

11.Price 4 care safaris
12.Universal taxis

13. Destination connection
14.Diani Beach taxis

15. Prime taxis

16. Sacco taxis

17.Karibu taxis
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