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ABSTRACT

The uncompetitiveness of the sugar industry in Kenya necessitated this study to be carried out.
The purpose of the study was to assess the application of the differentiation strategy on the
performance of the sugar industry in Western Kenya. The study adopted a descriptive survey
design to collect data and was carried out in western Kenya. It targeted employees of Mumias,
Nzoia, West Kenya and Butali sugar companies. Questionnaires, interview schedules and
observation checklists were used as research instruments. Target population was 1851 employees
comprising the management and non management staff making a sample size of 179 employees.
Purposive sampling technique was adopted to select employees to participate in the study. To
determine the validity of the instruments, they were developed and presented to research experts
and my supervisors at the university to establish whether they measured what they intended to
measure and to modify them accordingly. Test-re-test method was used where the same
instruments were administered more than once to the same people under identical conditions
then the performance was compared. For reliability of the results, piloting was carried out at
Chemelil and Muhoronii sugar firms before the actual field study. Data was analyzed using both
descriptive and inferential statistics after collection. Mumias Sugar Company was found to be
aggressive as compared to the three remaining companies. Thus the company stands to gain in
terms of corporate image and reputation due to high promotion activities. Lastly, four challenges
were identified facing sugar industry performance in western Kenya. These were government
policy and politics in the management of the firms, liberalization which has led to importation of
cheap sugar from COMESA member countries and Brazil
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1.1 Background of the study

Sugar is an important industrial and a major contributor to the Australian economy in terms of
being the second largest earner. Its contribution to the national economy can be gauged from the
fact that the growing and milling sectors of the industry produce sugar valued at between $1.2 to
$ 2.0 billion, depending on world prices (APS RU, 2004) Sugar generates an additional $ 1.5
billion in other sectors of economy. The Australian sugar industry produces raw and refined
sugar from sugar cane. While Australian produces only 4% of the World Sugar Supply, it exports
approximately 12% of the sugar traded worldwide. (SRDC 2002)

Despite earning a reputation for sustainable growth and being very efficient with an overall
recovery of approximately 90%, many Australian sugar manufacturers today are facing threats to
their competitiveness and survival. In recent years, as observed by the sugar research and
development corporation (SRDC 2002) the Australian sugar industry has faced an increasingly
different situation with reduced sugar yield and low industries profitability arising out of a
combination of adverse internal factors including supply problem caused by natural hazards,
particularly high climatic variability and disease and external disappointing return on capital and
low profitability throughout the industry value chain.

With Kenya’s population growing at a rate of 3.3 percent and annual sugar consumption growth
being estimated at 2 percent annually, the demand for sugar will continue to increase. Despite the
measures taken by the Government and the industry players to improve the sector and attain self
—sufficiency in sugar production, Kenya still experiences a deficit which has to be supplemented
by imports from COMESA and other countries (Waswa et al, 2011). Production and
consumption of sugar in Kenya shows that by the end of 2003, the country consumed over
650,000 tonnes of sugar against a production of slightly less than 450,000 tonnes. This left a
deficit of over 200,000 tonnes that was imported from other sugar producing countries (KSB,
2003). The challenge is for Kenya itself to meet her sugar requirements and be a net exporter of
sugar and it’s by- products to other countries (Waswa et al, 2011). The adoption of strategies
such as differentiation will facilitate competitiveness in the industry for overall efficiency and

effectiveness.
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The future of the sugar is thus potentially good given the unmet demand. Kenya can become
self- sufficient in the production of sugar and even produce a surplus for export. With the
increasing per capita income in Kenya, the rapid increase in population and the existing export
potential, there exists an ideal investment opportunity in the sector to further increase production
capacity (EPZA, 2005). But the management set ups must adopt appropriate management
strategies like differentiation and other best practices to create the necessary competitive

advantages for superior performance.

1.2 Statement to the Problem

Sugar being a widely traded basic commodity in the world implies that if the sector is well
managed, it can bring numerous returns to any country. Studies on differentiation have shown
that it has a strong correlation to employee performance in terms of high productivity in the
automobile industry in Britain. A study carried out by Awino ZB et al (2009) shows that
differentiation practices in the sugar industry in Kenya are limited. This study therefore sought to

investigate the competitiveness in the sugar industry in Western Kenya.

1.3 Justification of the study

Sugarcane is still one of the most important crops in Kenya alongside tea, coffee, maize and
horticultural crops. It directly supports over 250,000 small- scale farmers who supply over 80%
of the cane milled by the sugar companies. An estimated 6 million Kenya’s saves the livelihood
directly or indirectly from the sugar industry. Domestic production of sugar saves the country in
excess of us and 250 million (KES 20 Billion) in foreign exchange annually. (Waswa et al, ).
However the domestic production is inefficient and is unable to compete effectively with
imported sugar. This study investigated the differentiation strategy and its effect on the
performance of the sugar industry in the Western Kenya. On the basis of this the study is
considered justified because the findings will enable stakeholders to make appropriate decisions

for increased competitiveness in the sugar industry.
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2.0 LITERATURE REVIEW

2.1 Strategy

The tasks of crafting and executing company strategies are the heart and souls of managing a
business enterprise and winning in the market place. A company’s strategy is the game plan
management is using to stake out a market position, attract and please customers, compete
successfully, conduct operations and achieve organizational objectives (Marcus, 2005).

In crafting a strategy, management is, in effect saying; among all the paths we could have
chosen, we have decided to focus on these markets and customer needs, compete in this fashion,
allocate our resources and energies in these ways, and use these particular approaches to do
business. A company’s strategy thus indicates the choices its managers have made among
alternative markets, competitive approaches and ways of operating. It is partly the result of trial —
and — error organizational learning about what worked in the past and what didn’t and partly the
product of managerial analysis and strategic thinking about all the circumstances surrounding the
company’s situation. (Thompson, Gamble and Strickland, 2004).

The central thrust of a company’s strategy is undertaking moves to strengthen the company’s
long-term competitive position and performance of Sugar Industry. Typically, a company’s
strategy consists of both offensive and defensive elements — Some actions mount direct
challenges to competitors, market positions and seek to establish a competitive edge. Others aim
at defending against competitive pressures, the manners of rivals and other developments that
threaten the company’s well-being. What separates a powerful strategy from an ordinary or weak
one is management’s ability to forge a series of moves, both in the market place and internally,
that produce sustainable competitive advantage. With competitive advantage, a company has
good prospects for winning in the market place and realizing above average profitability.
Without competitive advantage, a company risks being outcompeted by rivals and or locked into
mediocre performance of Sugar Industry (Porter, 1985).

Creating and sustaining superior performance can be achieved through the differentiation
strategy. Differentiation strategies are attractive whenever buyers needs and preferences are too
diverse to be frilly satisfied by a standardized product or by sellers with identical capabilities.

A company attempting to succeed through differentiation must study buyer’s needs and behavior
carefully to learn what they consider important, what they think has value and what they are

willing to pay for. Then the company has to incorporate buyer’s desired attributes into its product

Volume-2 | Issue-11 | November,2016 | Paper-5 102



I]RD@ IJRDO-Journal of Business Management ISSN: 2455-6661

or service offering that will clearly set it apart from rivals. Competitive advantage results once a
sufficient number of buyers become strongly attached to the differentiated attributes (Porter,
1985).

Successful differentiation allows a firm to; Command a premium price for its product, Increase
unit sales (because additional buyers are won over by the differentiation features), gain buyers
loyalty to its brand (because some buyers are strongly attracted to the differentiating features and

bond with the company and its products).

2.2 Product quality differentiation strategy

A product is any item that possesses utility behind it. All products cater to satisfy some needs of
some people. So, in very simple terms, we can define a product as a need satisfying entity.
(Ramaswamy and Namakumari, 2005).A product is not a mere non- living object; It is not
merely an assemblage of matter -physical and chemical. Utility alone is not the friction of a
product. A product means something more than a physical commodity. People associate
meanings with products; they desire satisfaction from the non- utility aspects of a product as
well. Products have an identity or a personality of item own.

The utility aspect of the product is but one component of the product personality. The brand
name, the package, the labeling, the manufacturers name and prestige all go into the personality
build- up of the product. And this total personality of the product or the “total product offering”
is the real tool with which a market satisfies a customer. (Theodore Levitt 1960) Products are
almost always combinations of the tangible and the intangible. To the buyer, a product is a
complex cluster of value satisfaction.

The product is total package of benefits the customer receives when he buys it. The customer
never just buys the generic product. He buys something that transcends from whom he will buy
what he will pay (Levitt, 1960). But the products personality is not complete without the quality
factor. Quality reflects the degree to which a good, service or idea meets the demands and
requirements of customers. Quality of products are often referred to as reliable, durable, easily
maintained, easily used, a good value or a trusted brand name. The level of quality is the amount
of quality that a product possesses, and the consistency of quality depends on the product
maintaining the same level of quality. (Ferrell; Hirt and Ferrell, 2006).

It is an accepted fact that a firm cannot build up a good and lasting reputation in the market

through marketing flair alone; it is only through quality products that it can acquire that
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reputation. Japan and Germany have today emerged as business leaders only through their
quality assurance. Strict control of the production process made the products from these nations
globally acceptable (Ramaswamy and Namakumari, 2005). In fact, many of these products have
been accepted as zero defect products. They are so reliable and well engineered that their
customers are prepared even to wait for them, if necessary. (Horper, 1972).

in any organization where quality assurance is weak. (Meyer and Allen, 1994).

2.3 Technology deployment as differentiation strategy

New technology is needed for continued economic growth. The economist Schumpeter argued
that new technologies replaced old ones in waves (creative destruction) as certain sectors (e.g.
textiles, steel, automotive, chemicals, pharmaceuticals, telecommunications, computers,
biotechnology) dominate the global economy at particular intervals (J Schumpeter, 1975).
Technological change according to Schumpeter is like a “series of explosions” with innovations
concentrated in specific sectors or leading edge industries that provide growths momentum.
These leading sectors propel the economy forward.

Advances in technology can dramatically alter an industry landscape, making it possible to
produce new and better products at lower cost and opening up whole new industry frontiers
(Thompson, gamble and Strickland, 2004). Technological developments can also produce
competitively significant changes in capital requirements, minimum efficient plant sizes,
distribution channels and logistics and experience or learning — curve effects. In the steel
industry ongoing advances in technology (which involve recycling scrap steel to make new
products) have allowed steel makers with state- of- the — art to gradually expand into the
production of more and more steel products, steadily taking sales and market share from higher-
cost integrated producers (which make steel from scratch using iron ore, coke and traditional
blast furnace technology) Nucor, the leader of the technology, revolution in the United States,
came from nowhere in the 1970 to emerge as the nation’s biggest and the lowest — cost steel
producer as of 2002, having overtaken US steel and Bethlehem steel, both integrated producers
and the long time market leaders.

In the space of 30 years, advances in technology have changed the face of the steel industry
worldwide.(Prahalad and Hamel, 1990).

This study contends that competitiveness in the sugar industry in Western Kenya was achieved

when state- of —the- art technologies are adopted. This will make them develop into niche players
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with specialized capabilities. The introduction by MumiasSugar Company of the diffuser

crushing technology clearly gives the firm the competitive edge in the crushing process.

2.4 Sales promotion activities differentiation strategy

Sales promotion involves direct inducements offering added value or some other incentive for
buyers to enter into an exchange. The major tools of sales promotion are store displays,
premiums, samples and demonstrations coupons, contests and sweepstakes, refunds, and trade
shows. In 2002, consumers redeemed 3.8 billion coupons in the USA, saving an estimated and
3billin. Nearly 80 percent of consumers in the USA use coupons. Sales promotion stimulates
customer purchasing and increases dealer effectiveness in selling products. It is used to enhance
and supplement other forms of promotion.

General motors, for example launched an advertising campaign to encourage more prospective
buyers to purchase more vehicles. The “sleep on it” campaign resulted in more than 350,000
consumers taking G.M vehicles home overnight and ultimately more than 100,000 sales.
(Hathdat, 2003).

Test drives allow sales persons to demonstrate vehicles, which can help purchase decisions.
Sampling a product may also encourage consumers to buy. Pepsico, for example, used sampling
to promote its sierra mist soft drink to reach more than 5 million potential consumers at well —
travelled sites such as Times Square and Penn station (Mac Arthur, 2003). In any given year,
almost three fourths of consumer product companies may use sampling. In the USA, Sales
promotions are generally easier to measure and less expensive than advertising. Although less
than 2 percent of the 248 billion coupons distributed annually in the USA are redeemed, offering
them in Sunday inserts is cheaper than producing television commercials (Renae, 2001).
According to Meyer and Allen (1994) sales promotion involves the use of incentives or interest-
building activities to stimulate traffic or sales. It is most often promotional tools. Examples of
sales promotion are: displays — Window, show room, point — of- purchase and exterior displays.
While many displays are designed in- house, others (particularly in retail businesses) are put
together by manufacturers and wholesalers. These prepackaged displays may come with
instructions for assembly or be set up by supplier representatives. Premiums are anything of
value that a customer receives in addition to the good or service purchased. They include
coupons and gifts placed inside product packages and can be used to attract new customers.

Sweepstakes and contests are games used by businesses to get customers thinking and talking
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about what the company has to offer. Sweepstakes like those run by publishers are simple games
of chance. Contests on the other hand, require the customer to do something in order to win.
Rebates — Automobile manufacturers have made rebates (or returning part of the purchase price)
popular in recent years. Such discounts, however, can be used by many other types of businesses.
Samples — Free trial — size packages are particularly useful in introducing new products. Such
samples can be distributed by mail, door-to-door, or handed out in retail stores. Soap
manufacturers, food packagers and publishers are some of the businesses that have successfully
used these techniques. Sales promotions have the inherent advantage of being able to catch and
hold customer’s Interest — at least in the short run. On the down side, some types of sales
promotion are expensive. Also, bringing them to an end can result in some customer

disappointment (Meyer and Allen, 1994; Ramaswamy and Namakumari, 2005).

2.5 Conceptual Framework

The study was guided by the conceptual framework depicted in figure 1.1

Independent variable Dependent variable

Differentiation Strategies Performance of Sugar Industry

Quality of a product Profitability

Technology Sales turnover

Sales promotion activities Customers satisfaction
Corporate image

Reputation

Organizational growth

Moderating variable

Government policy
Liberalization
Privatization

Sugar Act (2001)

Source: Own Conceptualization (2015)

Fig 1: conceptual framework
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2.6 Knowledge gap

There is overall production inefficiency in sugar industry in western Kenya region. Little or no
research seems to have been undertaken to investigate the management strategies that have been
adapted by management to achieve competitive advantage. This study endeavored to address this
by investigating the relevance of the differentiation strategy on the performance of the sugar

industry in western Kenya.

3.0 RESEARCH DESIGN AND METHODOLOGY

3.1 Research design

Research design refers to an approach that was used in any research undertaking. It is an
arrangement of conditions for collection and analysis of data (Mugenda and Mugenda, 2003). It
is also the pattern that the research intents to follow, the plan or strategy for conducting the
research (Willis and David 2009).This study used descriptive survey design. Descriptive design
is describing status of situation/phenomenon as it is (Wills and David 2009).Mugenda and
Mugenda (2003) define descriptive survey design as a process of collecting data in order to
answer questions concerning the current status of the subjects in the study. The advantage of
using descriptive survey design is that it allowed the researcher to measure the frequency of a
phenomenon but also measure the preference of people hence, enabling the researcher to
appreciate how the differentiation strategy can influence performance of the sugar industry in the
Western Kenya Zone (Gay, 1981).The design in this study determined and reported the way

things such as behavior, attitudes, values and characteristics were.

This study was carried out in Western Kenya which is located to the North of Lake Victoria and
bordered to the west partially by Mt. Elgon volcano and Eastern Uganda. To the East lies the
expansive Rift Valley and physique Nandi Escarpment. The study was carried out in this region
because of the good quality sugar produced by the four firms namely Mumias, Nzoia, West
Kenya and Butali Sugar Companies.

This study investigated Assessment of differentiation strategy on the performance of the sugar

industry in western Kenya. The study targeted management and non-management staff on
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permanent employment of Mumias, Nzoia, and West Kenya and Butali sugar companies as
summarized in the table below (table 3.1)

Mugenda and Mugenda (2003) define sampling as a process of selecting the number of
individuals to represent a larger group of subjects. The purpose of sampling is to secure a
representative group which enables the researcher to gain information about population. He then
defines a sample as a smaller group obtained from the accessible population. This research drew
sample following the recommendation of Kombo and Tromp (2006) of 10% to 30% to be a
representative for a study population. While Best and Khan recommend a 20% to 30% as ideal to
represent a target population under study. In this study, the management staff and non-
management staff were selected randomly on the basis 10% as recommended by the above
authors. The study targeted 10% of management and non-management staff of Mumias, Nzoia,
West Kenya and Butali sugar companies as summarized in the table below

Table 1: Target population and sample population

Category Company Target SAMPLE 10%
Management Staff Mumias 250 25

Nzoia 201 20

West Kenya 78 8

Butali 52 5
Non-management Staff Mumias 560 51

Nzoia 420 42

West Kenya 180 18

Butali 110 10
Total 1851 179

Source: Payroll in respective companies, 2015

In order to answer research questions, data was collected by use of questionnaires and interview
schedules developed by the researcher. There was a questionnaire for management and non-
management staff, observation checklist for non-management staff, interview schedules for
management staff. The instruments were both open-ended and closed-ended questions so that at

a time the respondents could have the freedom to express their views and opinions and also make

Volume-2 | Issue-11 | November,2016 | Paper-5

I]RD@ IJRDO-Journal of Business Management ISSN: 2455-6661

108



I]RD@ IJRDO-Journal of Business Management ISSN: 2455-6661

suggestions (Mugenda and Mugenda, 2003). The closed ended questions guided the respondents

to give specific responses required by the researcher such as gender and education level etc.

4.0 RESEARCH FINDINGS AND DISCUSSION

4.1 Demographic characteristics of the Respondents

This section discusses the social and demographic characteristics of the surveyed sample
population; these include gender, age, duration worked, department and education of the
respondents. Out of the 179 questionnaires that were administered, 167 were returned and met
minimum entry condition for further analysis in this study. This represented approximately
94.4% of the total questionnaires administered. Those who did not respond to the questionnaire

were 12 who cited their work schedules as the impediment for data collection exercise.

4.2 Gender of the Respondents
The respondents were required to state their gender. From the findings, majority of the
respondents were male comprising of 65 %( 108) while female were 35(59%). The results are as

shown in Figure 2.

Gender

Figure 2: Gender Respondents
It is evident in the three sugar companies in western Kenya that females are less represented as

compared to male counterparts even though they constitute slightly above a third gender rule as
enshrined in 2010 Kenya Constitution.
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4.3 Age of the Respondents
The respondents were required to state their age group. The valid age groups were below 23

years, 24-40 years, 41-60 years and above 60 years. The results are as shown in Figure 3.

Above
60 yrs Age of Respondents

, 6, 3%

Figure 3: Age of Respondents
Figure 3 revealed that majority of the respondents are between 24-40 years as they are more than

a half (51%). However, 41-60 years were 26 %( 43) and below 23 years were 20 %( 33). Only 6
respondents were above 60 years and they formed 3% of the respondents. This shows that
majority of the respondents in this study were between 24 and 70 years as they formed 77% of
the respondents. These ages are considered active in terms of output hence the response from this

respondents increased validity of the findings.

4.4 Education of the Respondents

The respondents were required to state their academic qualifications. From the findings, majority
of the respondents were having college education as shown by 43 %( 72). They were followed
by university education 30 %( 50) and secondary education were 23 %( 38). Primary education

was least as they were 4 %( 7). The results are as shown in Figure 4.
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Education of the respondents

Figure 4: Education of Respondents

Since all the respondents were literate, data collection exercise was easy as the respondents were
able to fill the questionnaire on their own without the need of research assistants to aid them.
However, 73% of the respondents who were having college and university education provided
the much needed information especially in the open ended questions where their opinion was
need in term of product differentiation and performance of their respective companies.

4.5 Effect of product quality as a differentiation strategy on the performance
of the sugar industry

The first objective of the study was to establish the effect of product quality as a differentiation
strategy on the performance of the sugar industry in Western Kenya. The objective answered the
first research question of the study “What is the effect of quality of a product as a differentiation
strategy on performance of the sugar industry in Western Kenya?” This was done through
examining product quality in relation grade of sugar, types of grade available, good value,

different sugar price, customer value for money and organization growth.

4.6: Response on Sugar quality effect on performance of the sugar company

The findings revealed that all the four sugar factories in western Kenya have a quality assurance
section while 96.41 %( 161) of the respondents revealed that there is effort to improve the
quality of sugar produced by their companies. However, 86.2% (144) indicated that there were

different quality outputs of sugar in their companies. Regarding the extent to which respondents
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agree with statements relating to the effect of product quality as a differentiation strategy on the

performance of Sugar Company, the results are as presented in Table 2

Table 2: Response on Sugar quality effect on performance of the sugar company

Sugar quality effect on performance of the

SA A N D SD
sugar company
Due to high grade of sugar sold at premium 20.36% | 53.89% | 17.96% | 7.19% 2.4%
price, the company has high Profitability (34) (90) (30) (12) (4)
We have all grades of sugar for wider market | 52.69% | 26.95% | 13.77% | 3.59% | 2.99%
requirement leading to high Sales turnover (88) (45) (23) (6) (5)
The company response to customer value for 419% |19.16% | 51.5% | 20.96% | 4.19%
money has created high Customers satisfaction | (7) (32) (86) (35) (7)
Different product quality at good value has 53.29% | 27.54% | 13.77% | 4.19% 1.2%
created high Corporate image (89) (46) (23) (7) (2)
The company Reputation is high due to 539% | 18.56% | 50.9% | 21.56% | 3.59%
different quality and different price of sugar. (9) (31) (85) (36) (6)
My company enjoys high Organizational 1.2% 3.59% 20.36% | 52.69% | 22.16%
growth due to differentiated sugar products. (2) (6) (34) (88) (37)

From Table 2, 74.25% of the respondents agreed that due to high grade of sugar sold at premium
price, the company has high Profitability compared to 9.6% who did not confirm that high profit
is a result of high grade of sugar sold at premium price. High sales turnover is as a result of
having all grades of sugar for wider market as shown by 79.6% of the respondents although
6.58% were not in agreement. Over half of the respondents were undecided whether high
customer satisfaction is as a result of company response to customer value for money with even
though does who confirmed (23.4%) that were less than does that did not confirm (25.2%).

High corporate image is a result of different product quality at good value as shown by 80.8% of
the respondents although 5.3% of the respondents indicated otherwise. However, 50.9% of the
respondents were not sure whether the company reputation is high due to different quality and
different price of sugar with 25.15% of the respondents disagreeing with the relationship
between company reputation and different prices of sugar. Lastly, 74.5% of the respondents did
not agree that high Organizational growth is due to differentiated sugar products with only 4.7%

confirming that organization growth is due to differentiated sugar products.
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4.7 Correlation between product quality and Performance of Sugar Industry

The Pearson correlation analysis was used to assess the relationship between product quality as a
differentiation strategy and performance of Sugar Industry. The results in Table 3 revealed that
the relationship between product quality and Performance of Sugar industry is positive, weak and
significant (r = .233*, p< .05). This indicated that an increase in product quality as a result of
product differentiation would result to an increase in performance of Sugar Industry in western
Kenya while a decrease in the product quality can lead to a decrease in the performance of Sugar
Industry.

Table 3: Correlation between product quality and Performance of Sugar Industry.
Performance of

Product quality Sugar Industry
Product quality Pearson Correlation 1
Sig. (2-tailed)
N 92
Performance of Pearson Correlation 233" 1
Sugar Industry Sig. (2-tailed) .026
N 92 92

*, Correlation is significant at the 0.05 level (2-tailed).

4.8 Regression Results of technology deployment and Performance of Sugar Industry
Regression analysis was used to tell the amount of variance accounted for by one variable in
predicting another variable. Regression analysis was conducted to find the proportion in the
dependent variable (performance of Sugar Industry) which can be predicted from the
independent variable (technology deployment). Table 4 below shows the analysis results. The
results revealed a coefficient of determination (r?) of 0.342. Meaning technology deployment can
explain 34.2 % of the variance in performance of Sugar Industry in Western Kenya. The adjusted
r square attempts to produce a more honest value to estimate r square for the population. The F
test gave a value of (1, 91) = 46.82, P<0.01, which was large enough to support the goodness of
fit of the model in explaining the variation in the dependent variable .It also means technology

deployment is a useful predictor of performance of Sugar Industry.

Table 4 Regression Results of technology deployment and Performance of Sugar Industry
Model R R? Adj. B SE B T df F Sig.
RZ
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(Constant) 750 .409 1.836
Technology
Deployment 5852 342 335 .827 121 .585 6.843 (1,91) 46.820 .000

a. Predictors: (Constant), Technology Deployment
a. Dependent Variable: Performance of Sugar Industry

4.9 Regression Results of Sales promotion activities on Performance of sugar
industry

The study sought to examine the effect of Sales promotion activities on performance of sugar
industry in Western Kenya and the results are in Table 5. It was established that the coefficient of
determination (r?) was 0.028 and therefore Sales promotion activities can only explain 2.8 % of
the variation in performance of sugar industry in western Kenya. The relationship between the
Sales promotion activities and performance of sugar industry is not Significant since p is greater
than .05, (p=0.111, p>0.05). Meaning that sales promotion activities have an effect but it is not
significant to the performance of sugar industry in western Kenya.

Further, the F test gave a value of (1, 91) = 2.585, P>0.05, which was not large enough to
support the goodness of fit of the model in explaining the variation in the dependent variables. It
also means that sales promotion activities are not a very useful predictor of performance of sugar

industry.

Table 5: Regression Results of Sales promotion activities and Performance of sugar

industry
Model R R2 Adj. B SE B T df F  Sig.
RZ
(Constant) 2951 .346 8.521
Sales

promotion .167° .028 .017 .159 .099 .167 1.608 (1,91) 2.585 .111°
a. Predictors: (Constant), Sales promotion activities

5.0 SUMMARY OF FINDINGS, CONCLUSIONS AND RECOMMENDATIONS

5.1 Summary
Basing on the first objective of the study, the findings established that product quality as

differentiation strategy has significant positive weak effect on the performance of the sugar
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industry in Western Kenya (r = .233*, p< .05). The regression analysis revealed that 5.4 % of the
variations in performance of sugar industry can be explained by product quality leaving 94.7% to
be accounted by other factors. Further, 63% of the respondents had opinion that sugar product
differentiation causes increased company performance due to high grade sugar sold at premium
price, all grades of sugar for wider market and different quality as well different price of sugar
leading to company reputation, sales turnover and high profits.

Basing on the second objective of the study, the findings determined that technology deployment
as differentiation strategy has significant positive moderate effect on the performance of the
sugar industry in Western Kenya (r = .585**, p< .01). The regression analysis revealed that 34.2
% of the variations in performance of sugar industry can be explained by technology deployment
as 65.8% is been accounted by other factors. Most of the respondents (96%) had opinion that
sugar technology deployment strategy has led to increased company performance due to superior
production technology in processing of high grade sugar yields as well as limiting hazards. This
has led to increased organizational growth, company reputation, corporate image, customers’
satisfaction and an increase in company profitability.

Basing on the third objective of the study, the findings revealed that company sales promotion
activities as differentiation strategy has insignificant positive weak effect on the performance of
the sugar industry in Western Kenya (r =. 167, p> .05). The regression analysis revealed that 2.8
% of the variations in performance of sugar industry can be explained by Sales promotion
activities as 97.2% is been accounted by other factors. Most of the respondents (57%) had
opinion that sales promotion activities have not caused an increase in company performance as
only Mumias Sugar Company was found to be aggressive as compared to the three remaining
companies. Thus the company stands to gain in terms of corporate image and reputation due to
high promotion activities.

Lastly, four challenges were identified facing sugar industry performance in western Kenya.
These were government policy and politics in the management of the firms, liberalization which
has led to importation of cheap sugar from COMESA member countries and as far as Brazil.
Others were privatization of sugar firm with aim to increase accountability and performance as
well as Sugar Act 2001 as disputed involving parties and investors has not been settled especially
between Mumias Sugar and West Kenya as well as West Kenya and Butali Sugar Factories. The

sugar act needs to be amended to make it more functional

Volume-2 | Issue-11 | November,2016 | Paper-5 115



I]RD@ IJRDO-Journal of Business Management ISSN: 2455-6661

5.2 Conclusions

The research paper sought to address the specific research questions using correlation and
regression analysis where the conclusions were derived from.

The study concluded that quality of a product as a differentiation strategy had significant positive
weak effect on the performance of the sugar industry in Western Kenya. Even though the four
companies have quality assurance sections and effort to improve the quality of sugar, there are
few different quality outputs of sugar in some companies.

The findings also revealed that technology deployment as a differentiation strategy has
significant positive moderate effect on performance of the sugar industry in Western Kenya. All
the four firms have invested in new technology so as to enhance their product differentiation and
they have different technology as compared to original technology in their company which has
resulted to increase in profitability, customer satisfaction and good corporate image.

The study also concluded that sales promotion activities by sugar firms in western Kenya have
insignificant positive weak effect on the performance of sugar industry. Although they have
marketing and promotion sectors, Mumias sugar company sector is the most active, aggressive
and vibrant in terms of sales promotion and marketing. The rest have limited marketing and
promotion activities although there is effort to promote sugar produced by their companies due to
competition from other sugar producing companies.

Lastly, the study concluded that government policy, privatization, liberalization and Sugar Act
2001 are the main challenges facing performance of the sugar industry in western Kenya. These
challenges create unfair competition or mismanagement of the resource due to government

policies that are hinged to political balkanization of the sugar region and government of the day.

5.3 Recommendation

The following recommendations were made basing on the conclusion of the study.

There is a need for sugar industry not only in western Kenya but in the whole republic to invest
heavily on the quality of sugar they produce. This can be done by having quality assurance
departments well-funded and supported so that they can produce high grade sugar products as
well as different product quality at different prices which will lead to customer satisfaction hence

increase in profitability.
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With an increase in trade liberalization, there is need for sugar firms to deploy appropriate
technology in production of cane, processing of cane as well as production of sugar so that
wastage is minimized and the sugar cane bred takes less period to mature. This technological
advancement will result to superior quality, use of different byproduct that will enable firms to
not only concentrate on sugar production as core business but also on ethanol, power and bagasse
thereby competing competitively with imported sugar.

The marketing and sales promotion activities should be developed to full capacity. This will
ensure maximum awareness of sugar not only in the region where firms are situated but in the
whole of COMESA region. Also maximum support is needed in terms of funding, marketing and
promotion sections so that they procure the required human resources to drive the section.

The government should limit the politics associated with sugar industry. Political interference in
the management of sugar firms results in selecting board members who are politically
correct. They engage in corruption which hurts earnings of the sugar firms.

Government policies should be developed in such a manner that local industries are protected
from foreign competition. This would enable most infant firms to develop and stabilize
themselves in the market.

The sugar Act needs to be amended to make it more functional, the parliamentary committee
including SUPAC, SUCAM and the agricultural parliamentary committee need to agree on the
areas that require to be reviewed so that disputes amongst different stakeholders in sugar industry
are resolved amicably.
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