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ABSTRACT 

The petroleum indu tT in Kenya was liberalized in October 1994. This opened 

the mar, t up t mp titi forces and led to an influx of new players. Most of 

th tJ nd d only in fuels. This greatly increased competition in the 

u ·l t • ulting into very low margins and reduced profitability. As a 

uh m rc:1 cd competition, several major multinational companies have quit 

he cnyan market in the last few years. To improve their profitability, the 

remaining petroleum companies have had to adjust their focus by placing more 

emphasis in related petroleum products like Liquified Petroleum Gas (LPG) and 

Lubricants. 

This study set out to investigate what competitive strategies are applied by the 

lubricant marketers in Kenya to survive the increased competition. The study was 

done through a census survey of the primary lubricant marketers in Kenya. 

Primary data was used in this study and was collected through questionnaires 

administered through drop and pick method or face to face interview . A 1 °/o 

response rate " as achie ed. 

1 h tudy found that majority of th lubric nt m rk t r wcr multinati nal 

m ownin bl ndin pi nt to pr du lubric nt . mp titi n r m th 

h lu ri nt u in h lu ri nt m 

•ith th 

und t 

t 1\ 

)I\ 



product diversity and product quality. Loyalty to a certain lubricant brand was 

found to be a ke factor influencing competition in lubricants business. 

The tud 

lub · . nt 

\ t:. lt: t that lubricant marketers were offering a wide selection of 

\1 , 1l nt~: r .. The lubricant marketers were also offering lubricants 

t b ori inal equipment manufacturers (OEM). Competitive pricing 

pplicd by the lubricant marketers were found to be extended credit 

n d. keeping prices lower than competition and offer of volume discounts. The 

lubricant marketers were offering lubrication equipment to customers and 

maintaining very close relationships with their customers. Having lubricant 

distributors in major towns of the country was found to be a key distribution 

strategy among the marketers. The lubricant marketers hired only competent staff 

for the business and trained them well on product knowledge. 

The study recommends further research to include all importers and trader of 

lubricants whose activities were not included in the Ministry of ncrgy sales 

statistics for the country used in this study. 



CHAPTER ONE: INTRODUCTION 

1.1 Background 

1.1.1 Overview of omp titivc strategies 

Porter (19 0) f\ t; th. t l: ry firm competing m an industry has a competitive 

trategy, wh lh r tli 11 ( r impli it. Jlc points out that the competitive strategy enables 

' .1 profl1ahlc and sustainable position against the forces of industry 

rding to Barney (1997), competitive strategies are used by firms to out 

ing finn , be they rivals, substitutes or new entrants. Thompson and Strickland 

_ argue that since each company has its own specific situation and market 

em ironment, there are as many competitive strategies as there are companies trying to 

compete. 

Mintzberg (1979) says that managers will understand the environment around the firm 

and will develop organizational decisions that maintain a pace of change in the firm in 

response to the environment. According to Ansoff and Me Donnell (1 990), managers 

monitor changes in the environment and they adopt strategies to match the turbulence 

le el of the environment. Porter (1980) observes that the success of every organization i 

determined by its responsi eness to the en ironment. To r tain c mp ttti ne , 

org nization n d to amin their en ironment nd r p nd a c rdingly. 

p th t bu in m n cr valuat and ch 

th t th thin · 1 ' 1 int ut 

u in tit 

lh 1 m nt t ui th 



the firm is heading and that without a strategy, the firm will lack focus and coordination 

that is necessary for success and growth. 

external nvi nn tnt . 't hl t~;rnal environment is constantly changing and the 

or •ani 10 omc up with strategies to match the environment in order to 

P ner (1980) defines competitive strategy as being different. This requires deliberately 

choosing to perform activities differently or performing different activities better than 

rivals to deliver a unique mix of value. Ansoffand Me Donnell (1990) define competitive 

strategy as the distinctive approach which a firm uses or intends to use to succeed in the 

market. Johnson, Scholes and Whittington (2006) view competitive strategy as the basis 

on which a business unit might achieve competitive advantage in its market. They argue 

that orga.'lizations achieve competitive advantage by providing their customers with what 

they want or need better than competitors. 

\ inning business strategies are grounded in su tainabl compctlti\ ad antag . finn 

h u tain blc comp titi c advantage wh n it h n dg O\' r it rival in tttacting 

cu tom nd d fending in t c mp titiv 01 '1 h mp on. 2 



Porter (1980) identifies three generic competitive strategies which a firm can apply to 

gain competitive edge over its rivals in a competitive environment. These strategies are, 

overall cost leader hip, diffi r ntiution and focus strategy. 

) v r II ( nsf l..t:Hh r.'hlp 

U\ .l hi overall cost leadership by efficient utilization of its production 

"· m tallation of more efficient machines, pursuit of cost reduction measures 

h e \Crhcad control, bulk production to lower unit cost through economies of scale, 

preferential access to raw materials etc. 

Lower cost relative to competition takes centre stage in the firm. Cost leadership 

enables a firm to compete through price reduction. This strategy enables a firm to be 

successful even when it is operating in a price sensitive market in a competitive 

environment. 

b) Differentiation strategy 

Porter (1980) argues that a firm can differentiate its products by creating something 

that is perceived industry-wide as unique. This can be achie d through n -. pr duct 

de ign, superior brand image, creation of inno ati c pr duct ~ atur , high pr duct 

quality upcnor cu tomer n ·ice tc . The fim1 can th n dvcrti it pr duct t r 1 c 

pri 

o it pr · duct tur nd build tr n br. nd on th 

n. i hi ill l d to cu t m r 1 lt nd tt r m•n Ill thr u h hi her 

cut m 



c) Focus strategy 

Porter (1980) argue that a fim1 can adopt a focus strategy by concentrating on a 

narrow egm nt ith~.:r in products or markets. The firm achieves competitive 

ing a particular market better than competitors 

wh 

1.1. u i ant Market in Kenya 

I l 1 urn indu try in Kenya was liberalized in October 1994. This in effect meant 

m l of go emment controls and restrictive regulations in the industry while opening 

the market to competitive forces. 

In 2001, the number of oil marketers trading in Kenya was 11 (Chcpkwony, 2 01). In 

2007, the number of oil marketers trading in Kenya had risen to 26 (Petroleum insight, 

2008). Most of these new entrants trade only in fuels. This has greatly increa ed the lev l 

of competition in the fuels market and companies ha e been forced to com up \1 tth n w 

trategies in order to survive and grow. As the fuels market come 111 r and 111 r 

comp titive the main oil companie no" place mor mpha i in r lat d pctr l um 

product lik Liquified P trol urn a P ) nd lubric nt . mp titi n i tlm hi in, 

t th pr duct 

h p tr I urn in th m ~ in tl n 

n i1 

II u 



According to secondary data obtained from the Ministry of Energy, the lubricants market 

is today dominated by the m j r oil ompanies in Kenya. In this study, these companies, 

which produce and m rk t thdr wn lubricant brands, are considered to be the primary 

lubricant mar 

K nya Ltd, ' 

l l . 200 ) 

. l h . ~: tl mpanil':s arc Kenya Shell Ltd, Chevron Kenya Ltd, Total 

'' Kln .1 Ud and Kenya Oil Company (Kenol) Ltd /Kobil Petroleum 

tu who have quit the Kenyan market since deregulation are Esso 

cnya Ltd, BP Kenya Ltd. and Mobil Kenya Ltd. Caltex Kenya Ltd 

n Kenya Ltd) is reported to be exiting Kenya as well (The Daily Nation, 

The total lubricant market size in the year 2007 according to data from the ministry of 

energy shown in table 1.1 was 36,337 MT 

According to Petroleum Insight (2008), the total petroleum sales for the Kenyan market 

gre\ by 5.6% in the year 2007 in line with the proj ected growth of the economy by th 

Kenya Government. 

In 2007, five companies tr ded in lubricant busine in Kenya according to condary 

d ta available from the ini try of Energy. 

in the lubric nt bu ine ar ; 

h II Ltd: thi c mpan f1 nn in 1 ti n 

m n p m 



was until this year, jointly operated with BP Kenya ltd. Kenya Shell Ltd has acquired BP 

Kenya ltd. 

Chevron D) td: t<.:\ tl usly known as Caltex. The company has about 100 service 

mtr .md i. n.:portcd to be exiting Kenya. 

T .c I n a td The finn has been in Kenya since 1955 and has about 100 service 

in the country. The company is listed on the Nairobi Stock Exchange. The 

• mpany deals in fuels, LPG, lubricants, bitumen, aviation and marine products. 

~' v.total.co.ke) 

Libya Oil Kenya Limited - formally known as Tamoil which acquired Mobil Kenya in 

December 2006. The company has 64 stations countrywide and has a blending plant for 

lubricants in Mombasa. Libya Oil Ltd has developed its own range of lubricants. The 

company is also in fuels, LPG, aviation and marine businesses. 

Kenol /Kobil - are t\! o companies with a joint manag mcnt agr m nt but tr ding und r 

their own individual brand name . K nol (Kcny il ompany Ltd) i li t d n th 

irobi tock e.·ch n e nd h n: ntly quircd K bil (Kobil Pdr l um Ltd . 

H 
b~' K nol nd will r tain it 

lubric 1t b nd. 



Table 1.1 below shows the market shares of lubricant marketers in Kenya as at December 

2007 

Table 1.1 Lubri nt m, rl-.d si1. md market share 

Company Luhri ant ales in 2007 (in Market share 

Tons) 

f=---
h 11 /Bl' 12,379 34.07% 

Ch 8,03 1 22. 10 % 

T l 6,601 18.17 % 

Oil Libya 6,334 17.43% 

KenoUKobil 2,992 8.24 % 

36,337 100% 

Source: Secondary data, Ministry of Energy 

1.2 tatement of the re earch problem 

Poncr (1980) points out that a competitive strategy enables the firm to achie a 

profitable and sustainable po ition against the forces of indu try comp tition. '1 homp n 

and trickl nd (19 3) argu that since each company ha it own p ific ituution und 

m · t nvir nm nt r m ny comp titive trat that c mpam m ' u to 

[! r tv n firm i ,, uniqu 

n l nncll 

lurbul 



organization 1s determined by its responsiveness to the environment. To retain 

competitiveness, organizations need to examine their environment and respond 

according! y. 

'I he d ul1tl n l till ll:hOI urn industry in Kenya in October 1994 removed 

and opened the market to competitive forces. The oil marketers had 

n p duct , services and prices offered to customers (Njoroge, 2006). As a 

the increased competition and the level of economic turbulence affecting the 

t leum industry, several major multinational companies have quit the Kenyan market 

in the last few years. These are, Agip, Mobil and BP. Chevron, another multinational oil 

company, is reportedly on an exit plan. (The Daily Nation, April 15, 2008) 

·geera (2003), while studying the pharmaceutical industry observed that when firms are 

faced with competition, they develop strategies to help them achieve competitive 

ad antage. He pointed out that only firms capable of developing and implementing 

competitive strategies \: ill achie e profitability and growth. He found that mo t r tail 

pharmacie used cost leader hip strategy while good cu tomcr rvic v a u d to attract 

nd retain cu tomers. Gatho a 2 1) in hi tudy of comm rei a\ bank [! und th t bank 

' r f: ing increa d comp titian and thr t of ub titutc pr duct ut th ' h d d pt l 

t c unt r th ore 1mp tin them. He fl und th 1t th k y fi u o th 

pt n t th cu l m r n I . m mli hi l 

in r it in m in , 



routes were found to be popular strategies with most airlines. Karanja (2002), in a study 

of real estate firms in K nya found that increase in the number of players had increased 

competition. Real t. t fim1 ' ~r applying focused differentiation strategy by targeting 

certain eli nt in th mt tdlt .md upper class who resided in certain targeted estates. 

Okoth hill . 111 I in ' th sugar manufacturing firms found that competitive 

t 1 ~Hlcr hip, differentiation and focus were employed to different 

b 1 h e udics, it is clear that firms adopt different competitive strategies which are 

unique in each context. 

Previous studies in the petroleum industry by Isaboke (2001), Chepkwony (2001), 

1urage (2001), Mbugua (2005), Mwangi (2007) and Swaleh (2007) have focused on 

fuels marketing and retailing. 

·joroge (2006) studied the Liquified Petroleum Gas (LPG) market. Fuels and LPG are 

homogenous products. Lubricants however are heterogeneous products and each 

company markets its own brand that is different from brands of the other compani m 

composition. The target market for lubricants is different from that of P and fu I . 

Tit · r archer is not aware of any tudy on the lubric nt market in K nyu. hi tudy 

i ll th refor cu on th ubric nt mark t •ithin th p trol um indu try b ' an wcrin 

ti n, '" h t c mp titive ppli d b ' th lubri nt 



1.3 Objective of the study 

The objective of thi stud: i t det m1ine the competitive strategies applied by lubricant 

marketers in K n unt ~.: . 

ill c keen to understand the competitive strategies applied by other lubricant 

mar ·eters in Kenya 

b) Potential new entrants 

Future investors in the lubricants business will find the infonnation provided by this 

study useful before they launch into the Kenyan market 

c) Researchers 

The tudy will add to the body ofkno-.: ledge in strategic management 

Th ·nowl d fr m thi tudy •ill i t policy mak r in th ir d 

bu in 

n lubri ant 



CHAPTER TWO: LITERATURE REVIEW 

2.1 n pt of trnt gy 

h con 1 • tl.' ha. it.' hi torical origin in the military campaign with its 

al for c' against an enemy. Strategy, however, is contrasted 

hi h i mere employment of allocated resources (Ansoff, 1965). Levitt 

quoted by Ansoff (1965) observes that a firm needs a well defined scope 

gro h direction. He contends that having objectives alone is not enough for the 

firm and that additional decision rules are required if the firm is to be profitable and 

successful. Ansoff (1965) views strategy as a "common thread" between the present 

and the future products or markets and which would enable outsiders to see where the 

finn is heading. He argues that without this strategy, the firm will lack focus, 

coordination and proactivity necessary for success and growth. Mintzberg (1 79) 

ie\i s strategy as the mediating force between an organization and its environment. 

The argument is that managers will understand the environment around the firm and 

' 'ill de elop organizational decisions that maintain a pac of chang in th finn in 

r ponsc to the environment. 

r ui 

tt \ 

ll 



employ to achieve the targeted organizational performance. They view strategy as a 

blend between deliber t , planned actions and reactions to un-anticipated 

development hhin nd ithout the company. They argue that a firm's strategy 

should pr u d ft1 h tw\;cn the firm intemal capability and its extemal 

IIV1 . x and M aj I u f ( 1996), strategy is a multi dimensional concept 

II th a tivitics of the firm. They see strategy providing the firm with a 

umt , direction and purpose while incorporating necessary changes induced 

c en ironment. 

ccording to Johnson, Scholes and Whittington (2006), strategy is the direction and 

scope of an organization over the long term. The strategy achieves advantage for the 

firm through its utilization of resources and competences to fulfill stakeholders' 

expectations. They further argue that strategy exists at three levels in the firm; the 

corporate level, the business level and the operational level. Pearce and Robinson 

2007) identify strategy as a company's game plan providing a fram work for 

managerial decisions. They observe that strategy in olves larg c lc, futur ori nt d 

plans for interacting " ith the compctiti c en ironm nt to ach1 v th c mpany' 

obj tivc . 

d finiti n n \rat ' it' 

tht iti n th~.: 1m1 in it nvir nm nt nd n.1bl it t 

m titi m 



2.2 Concept of Competitive Strategy 

Porter (1980) argue th t v r · fim1 competing in an industry has a competitive strategy, 

whether explicit r imph tt . 11 sa • that a competitive strategy relates a company to its 

environm nt, th I whi h i ' the industry it competes in. Porter (1985) defines 

·u h for a favorable competitive position in an industry. The 

nahlc the firm to achieve a profitable and sustainable position 

ofindu try competition. Ansoff (1988) concurs and defines competitive 

the di tinctive approach which a firm uses to succeed in the market. 

rding to Barney (1997), competitive strategies are used by firms to out do competing 

firms be they rivals, substitutes or new entrants. lie observes that firms pursue 

competitive strategies when they seek to improve their performance in a specific market 

or industry. 

Thompson and Strickland ( 1996) note that competitive strategy consists of all the m cs 

a firm is taking to attract customers, withstand compctiti c pre urcs and impro c its 

market position. It is what a firm is doing to outwit ri al comp nic and gain c mpetiti 

d\' nt c. Th y rguc that inc c ch company ha it O\i n p ific ituati n and mark t 

man ' comp titiv 

chol 

th on •hi h unit hi 

th r ar c mpanic tr in , t 

in tt tin m 

ll at • t 

lll it Ill I kct . 

lllJ lith 

in i tl1 



competitive forces . They look at competitive strategy as the specifics of management's 

game plan for comp ting u full and securing a competitive advantage over rivals. 

The cone pt 

Pott , P 

tm l • h :lh.: lj has largely been attributed to the work of Michael 

an ffcctive competitive strategy as taking an offensive or 

a defendable position in an industry to cope with competitive 

upcrior return on investment for the firm . Competitive strategy not 

to the environment but also attempts to shape that environment in a firm's 

fa Kno •ledge of the competitive forces and the firm ' s capabilities will highlight 

areas here the company should confront competition and areas where it should avoid it. 

Porter 1980) observes that firms have discovered many different approaches or strategies 

and the best strategy for a given firm is a unique construction refl ecting its particular 

circumstance. 

2.3 

2 .. 1 

!Port r 

ompetitive trategy odel 

n ri 

pion ~:r d the thin ing in thi fi ld wh n h pr p d th thr gcn n 

hich n or m ti n c n chi v c mp tith nt 

to nnin c m tit in n in \1 



a) Overall cost leadership 

This strategy require pr du t ' ith case in production or to maintain a wide range of 

related product t sts whit serving as many customers as possible to build 

t I . ! r hit . n ll :t hi v d through construction of efficient scale facilities, 

~~ r du tions, tight cost and overhead control, cost minimization in 

r'r'~"'"""'' , 1 d d vclopmcnt, service, sales force, advertising or securing supplies 

c t. Low co t relative to competitors becomes the central theme running 

u h the entire strategy without necessarily ignoring other important aspects like 

qu lit and customer service. Despite the presence of strong competitive forces , low cost 

p ition yields the firm above average returns in its industry through economies of scale. 

Lm' cost strategy calls for heavy up front capital investment in state of the art equipment 

and aggressive pricing policy for the firm to build market share. A low cost leader is able 

to use its cost advantage to charge lower prices and to enjoy high sales leading to high 

profit margins. The firm is thus \! ell positioned to effectively defend itself in pric \! ars 

or even to attack competitors on pric s to gain market hare. (Pi rc Rob in n, 2 7) 

b in r nti ti n 

ere tin m thin in th pr du t r n 1 that i p t 1\ d 

m cnb 

1 

lnl 

tm nth mni 1 

lh 

r I r du tur 



prices with lower customer price sensitivity. The satisfaction arising from the unique 

products or service lead to ustomcr brand loyalty. Achieving differentiation creates a 

perception of }u ~ i tt . . n l mn pr~ tude high market share. 

c) u 

1 bui ld around serving a particular narrow competitive scope more 

th n c mpctition. By optimizing its strategy for the target segment, the firm 

achic e competitive advantage in its target segment though it does not possess 

c mpetitive advantage in the industry as a whole. The focus strategy has two variants: 

cost focus and differentiation focus . In cost focus, the firm seeks a cost advantage in its 

selected target segment while in differentiation focus, the firm seeks uniqueness in its 

target segment. The target segment requires buyers with unusual needs. These target 

segments are poorly served by the broadly targeted competitors who serve them at the 

same time as they serve others. The focus strategy requires the firm to dedicate itself to 

serving the unique needs of the target segment. 

2.3.2 trateg; clock: competiti e trat g opti n 

John on chol nd Whittington 20 id ntifi th trat gy clock h wn bdo\ that 

n hrin 1ich el Pon o ditli r nti ti n , nd · cu longsid pri . I h 

· i b ed n th prin ipl th t mp titiv , l\ .mt •c 
p th ir cu t m ith h t th llll tit 



Figure 2.1: The Strategy Clock: Competitive Strategy Options 
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h t f U\ 
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5 is the focus differentiation strategy that seeks to provide high perceived product/service 

benefits justifying a ub t nti 1 price premium usually to a selected niche market 

segment. Route 6, .. n l :ln.: fnilur strategies that do not provide perceived value for 

money in t nn~ u 1 ll.l11ln:s, pri cs or both. 

hall n '' of 'ompetition in the Lubricants Market 

amel Jamaz, the Managing Director of Oil Libya, the oil business is 

nd the best thing to do is to continuously adapt the product offering to meet and 

e. ceed customer expectations in the midst of an increasingly challenging business 

em ironment. He pointed out three challenges in the Kenyan oil business; unstable 

international and local prices, political and social challenges and too many entries into the 

market bringing about stiff competition. (Petroleum Insight, 2008) 

Chepkwony (2001) found that Petroleum compan1es m Kenya were facing stiff 

competition since the liberalization of the sector. He noted that pricing had bee me the 

central competition element in the petroleum market. Th K nyan lubricant mark t i 

f: ced with tiff comp tition a th player out do each oth r t ~ in bu in and 1ain 

finn h nt 

m th 

imit ti n. I 

1 



that the finn offers a moving target to its competitors by investing so as to continuously 

improve its position. Barn . 1997) argues that for a competitive strategy to be sustained, 

that strategy mu t r. r r . tl to imitate whether through duplication or substitution. 

m uinn and hoshal (2003) look at sustenance of competitive 

m on whether that advantage is resource based or activity based. 

urcc based advantages such as unique resources, location, patents, 

rn.,·nn.n:ue culture while activity based advantages are the activities the firm performs 

ter han competition. They argue that activity based advantages will take longer and 

co t more to imitate. According to Thomson, Strickland and Gamble (2007), a company 

·ill achieve competitive advantage when an attractive number of buyers prefer its 

products or services over the offerings of competitors and when the basis for this 

preference is durable. 

ccording to Johnson, Scholes and Whittington (20 6), a firm can su tain its price ba cd 

advantage by accepting reduced unit margins so a to sell mor or bccau c th fim1 can 

cro ub idizc that bu inc from cl \ here in it p rtfolio. 'I h fim1 may al 

pri du to it lo dri v 

I n t nn. Port r 1 

nth c ntinu 

h I 

1 

rcnti ti n ba d a h· nt " 

f imit ti n h 

m 

u lain 

in th 

llll tit t 

th lin 1 



develops competitive advantage together with the customer enables the firm to build long 
term and close relation hip vith th customer hence sustaining the firms' advantage. 



CHAPTER 3: RESEARCH METHODOLOGY 

3.1 nr h De: . iAn 

There earch ( f n.'us survey of existing lubricant marketers in Kenya. The 

< n id red most appropriate for this study since the population of 
ceu u 

tnt n U. In , ccnsu survey, aU the elements of the population are studied which 

confidence in the research findings. A similar study in the petroleum 

b 'joroge (2006) on the LPG marketers was by census survey 

3.2 The Population of Study 

The population of interest was all the lubricant marketers trading in Kenya. According to 

the Ministry of Energy, five lubricant marketers traded in Kenya in 2007. These are 

Kenya Shell Ltd!BP Kenya Ltd, Chevron Kenya Ltd., Total Kenya Ltd., Libya Oil Kenya 

Ltd. and Kenya Oil Company (Kenol) Ltd. I Kobil Petroleum Ltd. 

3.3 Data ollection ethod 

Primary data wa used in this study. Th prim ry data \ coil l d by way a 
qu tionn·lir . he que tionn ir nd pick m th d r a 
f: int rvi w. t r t r p nd nt r th lubricant m. rkct r' busin 

h m 
l in th ir hu in\: . \ 

nh n th r t . 

1 



The questionnaire was divided into three parts; Part A was intended to collect 

background company infi rm tion, Part B was intended to probe the state of competition 

in the busine - m i nmcnt nd Part was targeted at understanding the competitive 

trategie mpl 

' · I at · Analysi Methods 

done using descriptive statistics. Data was presented in tables and 

ed through frequency counts, percentages, mean scores and standard deviations. 

The Fi e Point Likert Scale was used to determine the various competitive strategies in 

use and the extent of their usage. The Statistical Package for Social Sciences (SPSS) was 

used to analyze the responses obtained from the Likert Scale. 



CHAPTER FOUR: DATA ANALYSIS AND INTERPRETATION 

4.1 Introdu tion 

The aim of thi tu dd rmm the competitive strategies used by the primary 

:. Primary data was used and the data was collected by way 

divided into three parts; Part A was to gather the background 

t1 n part B was to understand the competitive business environment 

probe the competitive strategies in use. A 5-Point Likert scale was used 

e ennine the competitive strategies in use and the extent of their usage. The scale 

ran~ed from 1 to 5 where 1 indicated a strategy not in use at all while 5 indicated a 

strategy used to a very great extent. The higher the score, the higher was the extent of 

usage of the strategy among the lubricant marketers. The survey targeted all the five 

primary lubricant marketers in Kenya and all of them responded. A l 00 % response rate 

was thus achieved. This chapter presents the analysis and interpretation o f the research 

findings. Data was summarized and presented in form of tables, frequencies, percentages, 

mean scores and standard de iations. 

~ .2 B ckground ompan · Information 

hi tion analy the b ckground infommtion of the lubricant m r tin c mp ni 
urv y in thi r rch tudy. 

. .1 Q,\nrhip fth mp ny 



80% of the primary lubricant marketers were multinational companies. 

4.2.2 \ 'hether ompany is listed at the Nairobi stock exchange 

Table 4.2: i ting t tht irohi , tock exchange 

4 .... 

~~~--------~-

ca h data 

60.0 
100.0 

of the lubricant marketers were not listed at the Nairobi stock exchange 

Whether the company owns a lubricants blending plant 

Table 4.3: Ownership of a blending plant 

Frequency Percent 
Yes I 4 80.0 
~0 1 20.0 
Total 5 100.0 

ource: Research data 

0% of the lubricant marketer O\ n a blending plant that is u cd in producing lubricant . 

Th blending pl nt i thus con idcrcd an important in tmcnt in lubricant 

.3 . mp titi n in th bu in n~ir nm nt 

hi th mp titi n in th lubri •mt 



4.3.1 Rating the state of competition in the industry 

0.0 
()0.0 
20.0 

100.0 

lu ·cant marketers rated the state of competition in the industry as either stiff 

tiff. he main reasons cited were slow growth of the market and increased 

num er of players. 

4 .• 2 How customers view the current prices 

Table 4.5: Customer perception of the current prices 

l Frequency Percent 
Very 

1 20.0 High 
High 2 40.0 
Fair 2 40.0 

L Total 5 100.0 
Source: Research data 

ost of the respondents were of the ie\l that their customer perceived their pric a high or v r • high 

4.3.3 Imp ct of th lark t rc on th Bu in 



Existing competition had the greatest impact on the business with a mean score of 4 on 

the Likert Scale. The 1 ' • tund rd d iation showed greater agreement among the 

marketers on th imp. t t thts It n in the industry. 

4 •. t n ~ flu omp titors 

4.0 
3.8 
3.8 

3.6 1.140 
4.2 0.837 

The lubricant marketers rated their competitors very strongly on product diversity and 
product quality 

4.3.5 Importance of the fter ale ervice to the u to mer 

Table 4.8: lm ortance of after ale ervice to cu tomer 
mean td . 
score 

4.0 

4. 

3. 

4. 

rin m t im rt nt 

n 
fl t im rt t 



4.3.6 Factor Influencing ompetition in the Lubricant Business 

competition in the lubricant business 
Std. 

iati n 
1.000 

0.837 
0.548 
1.140 

3.4 1.517 

earch data 

L , lt) to a certain lubricant brand was considered a very important factor influencing 

competition in the lubricant business. Recommendation by the Original Equipment 

1anufacturer (OEM) was also considered as important with a mean score of3.8 on the 

Likert scale. 

4.3.7 Factors Influencing Lubricant Busine Retention or Acqui ition of 
ew Busine 

Table 4.10: Factor influencing lubricant bu ·ine retention or acqui ition of n w 
bu ine 

mean td. 
core de 

n 
min uirin n 



Offering of low prices was rated lm est though the higher standard deviation of 1 showed 
greater variability in accept an e of this factor among the lubricant marketers. 

4.4 omp tith tut&:git s Employed 
Thi thl lnlpdi tivc strategies employed by the primary lubricant 

th ( mpdttion in the business environment 
. .I l r( du t Offering 

ra~. ll : _ill_~duct offering 
mean Std. 
score deviation utTering lubricants not available in the 

competition 3.2 1.483 offerine lubricants recommended by OEM's 4.6 0.548 recommending lubricants used by other 
customers 

3.4 1.140 -offering a wide range of lubricants to 
customers 

4.2 0.837 \ offering unique lubricants for special -
~lications 4.2 1.789 -Source: Research data 

Offering lubricant recommended by Original Equipment Manufacturer (OEM) followed 
by offering a wide selection of lubricants for customers were identified as the most 
important strategies in product offering. The low standard de iations in these tv o 
trategic howcd greater agreement among the lubricant marketer in th ir u ag . 

4.4.2 Pric ffering 



Source: Research data 

Offering extended r dit h:m1. to u.tomcrs was considered an important strategy in 
lubricant bu in ·r~.~.d ith the finding under section 4.10. However, the higher 

:-.hl)W d greater variation in usage of this strategy among the 
ri lowu than competition and offering volume discounts were 

unr < r1an1 with marketers showing greater agreement on these 

. • 1 r ice Offering 

rable 4.13 SerYice offerine 
mean Std. 
score deviation -offering various after-sales services 4.0 1.225 --offering lubrication equipment 4.4 0.548 

being close to the customer 4.4 0.548 
offering free lubricants for trial 
~oses 3.0 3.000 having good feedback system with -
customers 4.4 4.400 Source: Research data -

Offering lubrication equipment and being close to the customer were considered 
Important strategies in the service offering category. 

4.4.4 Di tribution 

1m rt nt 



Source: Research data 

Offering extended r 1t temL to u. tomcrs was considered an important strategy in 
lubricant bu in 1 t • :r~~ t with thu finding under section 4.10. However, the higher 

\ , ( f • hl) ~d lrcatcr variation in usage of this strategy among the 
,, · l. hlw 1 than competition and offering volume discounts were 

im1 on ant with marketers showing greater agreement on these 

r ice Offering 

l'able 4.1.3 Service offerin_g 
mean Std. 
score deviation -offering various after-sales services 4.0 1.225 -offering lubrication equipment 4.4 0.548 

being close to the customer 4.4 0.548 
offering free lubricants for trial -
~oses 3.0 3.000 I ha ing good feedback system with -

4.4 4.400 
customers 

Source: Research data 

Offering lubrication equipment and being close to the customer were considered 
Important strategies in the service offenng category. 

Di tribution 

nn t1 Ill 



4.4.5 Marketing 

Table 4.15 Marketin 

mean Std. 
s ore deviation offering fr 

3 .8 1.643 
3.2 1.789 

1-
3.0 1.414 

randcd gifts to customers was considered an important marketing strategy 
lh 'U the andard deviation of 1.643 showed greater variation in the use this strategy 
1m ng the lubricant marketers. 

4.4.6 Human Resource 

T bl 4 a e t .16 Human resource stra egaes 
mean Std. 
score deviation -recruiting only competent staff for 

lubricants 
4.4 0.548 

~~ - ~-training staff in product knowledge 4.2 0.447 -1 training staff in customer care 3.4 1.517 Source: Research data 

Recruiting only competent staff for lubricants and training them in product kno'< ledg 
·ere con idered key human rc ource strategies in lubricant bu inc s. The lo'< standard 

devi tion bowed greater a rcement in the u of th c tratcgi among the market r . 

. 4. th r t r t gi in 
1 lu ric nt 

u ed to ov rc m c mpctition Ill the 
f tl p l 1 urn pr du t , 11 r .1\ 

nm nt t 

nd ti 11 \l nti 



CHAPTER 5: S ThiARY, DISCUSSIONS AND CONCLUSION 

5.1 umm 11 DL 11. sions and onclusion 
The petrol um in u tr 1n Kxn a was liberali zed in October 1994. This effectively 
removed 

opened the market to competitive 
. n influx of new players dealing mostly with fuels only. As the 

f11 1 market mtcnsi fi cd, marketers placed more emphasis on related 
hkc LPG and lubricants, shifting competition to these products as 

increfi ed competition, several major multinational companies have quit the 
n marke in the last few years. Previous studies have shown that firms, when faced 

fore 

' · i h increased competition, adopt different competitive strategies which are unique in each context. This study set out to find out what competitive strategies are applied by the lubricant marketers in Kenya to survive. 

The study was by way of census survey of the primary lubricant marketers in Kenya. 
These are Kenya Shell Ltd, Chevron Kenya Ltd, Total Kenya Ltd, Libya Oil Kenya ltd, KenoL'Kobil Petroleum Ltd. Primary data was used in this study and was collected by way of a questionnaire. A 100% response rate was achieved. The 5 point Likert scale was 
used to identify the competiti e strategies in use and the extent of their usage. Th scale of 1 to 5 was used with 1 denoting a strategy not m use at all and 5 denoting a trategy in u e to a very great extent. Data analy is was done u ing de cripti e tatistic ..,. ith the 

ti tical packa e for ocial cience being used to analy the rc pon c obtain d fr m the ikert c I . 

Titi 

imil 

tud ' found 

p nt 
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Yo of th 
. o m 

to be multinati n l c mp. ni with a 
bl ndin pl nt fi r p du in lubri nls indi \ltn ' th 

. 
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competitors very strongly on product diversity and product quality, suggesting that broad 
differentiation strategie m be in use. Loyalty to a certain lubricant brand was 
considered an imp rt nt t 1lf influ n ing competition in the business. Good customer 
care, trade t nn ml m ~: :-tml:nt at ustomcr premises were factors identified as 
influencing bu in '' nttln l t a quisition of new business. 

Ou Irate ,ic' employed, the study revealed that offering lubricants 
riginal bquipment Manufacturer (OEM) and offering a wide selection 

r cu tomers were most important strategies in product offering. The most 
c mpctitivc strategies used in the price offering category were offering 

te 1ded credit to customers, keeping prices lower than competition and offering volume 
di counts. Offering lubrication equipment and being close to the customer were found to be important strategies in the service offering category. Having distributors in the major towns of the country was considered a very important distribution strategy among the 
marketers. Recruiting only competent staff for lubricants and training them in product 
knowledge were considered key human resource strategies in lubricant business. Other 
strategies in use included offering a complete package of all petroleum products, consignment stocking at customer premises and reciprocal business arrangement with customers. 

In conclusion the lubricant bu ine s en ironment was found to b cry compctiti c \! 1th ·finn dopting various tratcgic to counter competition vera\ trat gic in u b nt 
tow rd broad differenti tion and hybrid lrat gic d crib d und r cti n 2.3 f thi u . 

f th tud · 

n th prim ry lubric nt m r indi t d h .. ' lht' 

nt th t th r th r 

n m t th u ' th ir 



5.3 Recommendations for Further Research 
The researcher recomm nd further research to include all the private importers and traders of lubricant wh ~ s, h; , dnta is not included in the Ministry of Energy sales 
statistics for th 

'1 h 

~' t nmH ndaHon for Policy and Practice 
h h I that one of the reasons attributed to the stiff competition in the 

a the limited growth of the market. The researcher recommends that 
dra policies that will enhance growth of lubricant business in Kenya. 



REFERENCES 

Ansoff, H.I. (1965) Corporate Strategy, an Analytic Approach to Business for Growth 

and Expansion, New York: McGraw-Hill 

Ansoff, H.I. and Me D nn lll . l . l t ( 0) Implanting Strategic Management, 2"d Edition, 

... uropc: PrentJct t 1 lll 

wing and Sustaining Competitive advantage, Reading: Addison-

Chepbvony. J.K. (2001). "Strategic Responses of Petroleum Firms in Kenya to 

challenges of Increased Competition in the Industry" Unpublished MBA Research 

Project, University of Nairobi, Nairobi, Kenya 

Gathoga \V. (2001) "Competitive strategies employed by Commercial banks" 

Unpublished MBA Research Project, University of Nairobi, airobi, Kenya . 

Ha · . . and ajluf . . . ( 1996) The strategy concept and proce A pragmatic 

nd d" · approach 2 c ttion, 

in 

' Jersey:Prentice Hall 

by 1ajor il mp· ni 

• ·nt nt ". npullt 1z d HB R 1rch 1 ,o · t, 



Johnson, G; Scholes K. and Whittington R. (2006), Exploring Corporate Strategy, ih 

Enhanced Media edition, London: Prenti Hall 

Karanj a, P. (2002) "Comp tith 11 . h:.liu~ of Real E tate firms : Perspective of Porters 

II A R< searrh Project, University of Nairobi , Nairobi, 

Kenya 

Mbu ·uu. J t . " ritical Success Factors in Petroleum Products retailing m 

air b1" npublished 1 fBA Research project, University of Nairobi, Nairobi , Kenya 

lintzberg, H. (19 9), The structuring of organizations, London: Prentice-Hall , inc. 

Mintzberg, H., Lampe! J., Quinn J.B. and Ghoshall S. (2003) The Strategic Process: 

Concepts, Contexts, Cases, 41
h Edition, Essex: Pearson Education limited. 

1urage, . (200 1 ). "Competitive strategies adopted by Members of the Kenya 

Independent Petroleum Dealers Association" Unpubhshcd MBA Res arch project. 

nil r. it ' of Nairobi, 'airobi, Kenya 

trut u d by 1 jor it mp ni omp titiv 



Ngeera (2003) "Competitive Strategies applied by the retail sector of the pharmaceutical 

industry in Nairobi" Unpublished 1BA R ar h project, University of Nairobi, Nairobi, 

Kenya 

Njorogc (2006) " omp titi\' 1 .lh i , adopted by Liquefied Petroleum Gas marketers 

in K ·nya 1 > ·op · wi1h m titi n" Unpublished MBA Research project, University of 

Ok U1. Z.O t-005 "Competitive Strategies employed by Sugar Manufacturing Firms in 

Kenya'' Unpublished }vfBA Research project, University of Nairobi, Nairobi, Kenya 

Omondi, E (2006) "Competitive Strategies adopted by Airlines in Kenya" Unpublished 

MBA Research project, University of Nairobi, Nairobi, Kenya 

Petroleum Insight 2008), Global warming, the Kenyan Perspective, Jan-March 

Pearce, J. . and Robinson, R.B. (20 7 , trategic Manag ment. Formulation. 

Imp/ m nwrion and control, 1 01
h dition, ew York: c raw-Hillfln ·in 

P rt r. l. omp titiv l d1 wua • r Jtin and , 1Hiain111 • 'u1 ior 

p • Y r : h 1-r pr 



Porter, M.E. (1980) Competitive Strategy: Techniques for Analyzing Industries and 

Competitors, New York: The Free pre 

Swalch, A.A. (2007)" mp tilh . tr . 1~: 't~.: . adopted by Petroleum Retail Stations in 

Kenya; ,a. c of 

Nairoht. N lit )hi. K 1 

t · ll ·. llnpuhbsh •d M/JA Research project, University of 

Thomp · n. . . and trickland, A.J. (1996) Strategic Management: Concepts and 

Ca c . qth Ed1t10n. Chicago: Irwin 

Thomson. A.A., Strickland, A.J. and Gamble J.E. (2007) Crafting and executing strategy, 

15th Edition, Boston: McGraw-Hill/Irwin 

www. hell.com (Visited on 24th May 2008) 

www.total.co.ke (Visited on 24th May 2008) 



LETTER OF INTRODUCTION 

May2008 

Dear Respondent, 

I am a po.t 'tadutl tu I ·nt 11 lh Uni crstty of Nairobi. This questionnaire is designed 

to gath ·r tnflllllllli 111 nth m ctitivc tratcgics adopted by lubricant marketers in 

Ken ·•. 

This .;tudy i · eing carried out for a Management Proj ect Paper as a requirement in 

partial fulfilment of the Degree of Master in Business Administration, University of 

air bi. 

There are no correct or wrong answers to these questions as they are intended to obtain 

opinions and iev s. 

The information you will provide will be treated in strict confidence and i trictly for 

academic purpo es only. In no instance will your name be mentioned in the report. 

Further confidentiality will be ensured through the necessary coding of the findings. 

Your assistance in filling this questionnatre v ill be highly appreciated. 

Yours faithfully 

K Jercmi h K gw 



QUESTIONNAIRE 
PART A: BACKGROUND COMPANY INFORMATION 

1. Name of your organization .. .. .............. ..................... . ... ..... . ..... .. ....... .. .. 

2. Year of incorporation ........................... .... ... ............. . .... .. ... . .. . 

3. Ownero:;hip (plea'i ti 

Local Multmational 0 Other 0 

1\ . I · ll\ll · 1111p Hn ublicl quoted at the Nairobi stock exchange? 

y 0 No 0 

D 1 ' · ) ur c mpan O\ n a lubricants blending plant? 

Ye 0 No 0 

P RT B: CO IPETITIO THE BUSINESS ENVIRONMENT 

6. How would you rate the state of competition in the industry? 

Very stiff 0 Stiff 0 Fairly stiff 0 Not stiff 0 

7. What reasons would you give for your answer in Question (6) above? 

8. In ·our opinion, ho\! do customer iew your current price ? 

ery High 0 High 0 Fair 0 Very Lo'> 0 

9. What impact have the folio'> ing market for e had on our bu in ? ( 

below) 

th cal 

1.1 o imp t 2. Littl 1mp t 3. odcrnt tmp 4. rcat impa t s crv grc t impact 

2 5 

1:.. i tin' m ( (} ) () 

() ( 

m r 

unt it p 



10. How do you rate your competitors on each of the following aspects? (Use the scale 

below) 

1. Very weak 2.Weak 3.Moderate 4.Strong 5.Very strong 

2 3 4 5 

Produ t qu ht) () () () () () 

Cu tom r 1\ I c () () () () () 

() () () () () 

lC S () () () () () 

() () () () () 

ll. II l\\ " 1ul u te the importance of the following after-sales services to your 

e lhe cale below) 

l . Not imp rtant 2. linor importance 3.Some importance 4.lmportant 5.Very important 

1 2 3 4 5 

01l analysis () () () () () 

U ed oil collection () () () () () 

Lubricant traimng () () () () () 

Lubrication survey () () () () () 

Provision of lubricating equipment () () () () () 

Other services--------------------- () () () () () 
(specify and score) 

12. To \\·hat extent do the following factors influence competition in the lubncant bu me ? 

(U e the cale below) 

1. 'o e. tent 2.Little extent 3.Moderate extent 4.Great extent S.Very great e tent 

2 3 4 5 

Price war () ( ) () () () 

E recomm ndation () ( ) () ( ) ( ) 

Brand Loyalty () ( ) () () () 

•itchin co t () () () ( ) ) 

mqu product ( ( ) ) 

) 



13. In your view, how do you think the following factors influences lubricant business 

retention or acquisition of new business? (Use the scale below) 

1. No influence at all 2.Llttle influen 3.Modcrut influence 4.Great influence 

5.Very great influence 

2 3 4 5 

Low pri () () () () () 

() () () () () 

() () () () () 

() () () () () 

() () () () () 

() () () () () 

ther factors-------------------------- () () () () () 
t pecify and score) 

P RT C: CO IPETITIVE STRATEGIES EMPLOYED 

Plea e ind1cate the extent to which the following action plans are used to overcome competition 

in the lubricants market (Use the scale below) 

1. ot u ed at all 2.L1ttle extent 3.Moderately used 4.Great extent 5.Very great extent 

a) Product Offering 2 3 4 5 

Offering Lubncants not available m the compeht10n () () () () () 

Offering lubricant recommended by OEM 's () () () () () 

Recommending lubncant u ed by other cu tom r ( ) () () ( ) () 

ering a wide range of lubricant to cu tomer () () () () () 

fferin unique lubricant for p cia! application () () () () 

b Pri n rio 

' epin hi h r lh n c m tit ion ) () () () 

'e pm ) {) ( 

( ( ) ( 

1 



.. 

c) Service offering 

Offering various after-sales services 

Offering lubrication equipment 

Being close to the customer 

Offering free lubricants for trial pu ::.e" 

Having good feedback syst m "uh u~l nk t . 

d) Dl trlhu tl m 

1 tnbutors 

lluvm • lubncJll d1 mbutor in the major towns 

e) Iarketing 

Ofiering free branded gifts to customers 

Use of sales promotions 

Use of advertising campaigns 

f) Human Resource 

Recruiting only competent staff for lubricants 

Training staff in product knowledge 

Training staff m customer care 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

2 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

3 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

4 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

5 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

() 

g) In your vie\ , what other strateg1es are used to overcome competition m the lubncant 

market in Kenya 

r"' rn u h for mpl tan th JU t1 nn ir • 


