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ABSTRACT
The purpose of this study was to investigate effects of strategic response on competitive
advantage of fast food restaurants in Nairobi. The study was guided by the following
research objectives; to establish how cost advantages affect competitive advantage in fast
food restaurants in Nairobi, to establish how differentiating products affect competitive
advantage in fast food restaurants in Nairobi, and to establish how diversification affects
competitive advantage in fast food restaurants in Nairobi.
This research utilized a descriptive research design and qualitative and quantitative data
was used to analyze descriptive statistics. The total population of this study comprised of
all employees in the 80 fast food restaurants in Nairobi. A total census was done and out
of the distributed 80 questionnaires, only 75 were filled and returned. Data was collected
using well-structured questionnaire, using SPSS a regression analysis was carried out
between the dependent variable (competitive advantage) and all other variables (cost
advantages, differentiating and diversification). An ANOVA analysis was used to
establish the differences in means between the various variables. The results were
presented in tables.
On analysis of how cost advantages affect competitive advantage it was revealed that
majority of the organizations offer low cost products of acceptable quality and the
business has managed to reduce overhead costs over time. Low prices affect
organizations profit margins. From the analysis, all the variables had a significant positive
impact on organizational competitive advantage. To analyze how differentiating products
affect competitive advantage, it was established that majority of the respondents agreed
that offering unique products creates value for consumer, and firms are concerned about
other companies imitating their products, however offering unique product did not impact
the income. On analysis on how diversification affects competitive advantage in fast food
restaurants in Nairobi, Majority of firm have the necessary skills to introduce new
products however it was not clear whether new products influence earning and customer
attention towards the products. There was also indifference that introduction of new
products influence market share in the industry and whether the business creates brand
loyalty by introducing new products.
In line with cost advantage the study concluded that most firms offer low cost products of
acceptable quality and the various fast food restaurants have managed to reduce overhead
iv

costs over time and this affects organizations profit margins. While it is believed that
lower prices attract low-income consumers when it comes to issue of fast food the notion
changes. This may be because of the mentality that low priced foodstuff are of “poor”
quality. To analyze the effects of differentiating products it was concluded that fast food
restaurants offer unique products creating value for consumer, additionally, customers are
concerned about the high quality of the unique products offered in the firm. However,
there are limited opportunities for fast foods to differentiate their products. To analyze the
effects of diversification, it was concluded that fast food restaurants have all the necessary
skills to introduce new products although this has minimal influence in the earning in the
industry. it is also revealed that new products in the industry does not necessarily mean an
increase customer attention towards the products. The study also established that
introduction of new products does not in any way determine the market share in the
industry.
The study recommended that due to changes that are taking place in customers taste and
preference, fast food restaurant should continue to differentiate their products, create
brand loyalty for new products through this they will be able enhance customer’s
perception about their products, increase their profit and create value for customers.
Customers will also be able to recommend other customers to their restaurant and fast
food restaurants need to not only focus on being a lowest cost management compared to
competitors but also have in mind the fact that their customers not only value low prices
but are concerned in the quality of products offered. For further studies, it is
recommended that a similar study should be done to reveal other effects of strategic
response on competitive advantage of fast food restaurants in Nairobi
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CHAPTER ONE
1.0 INTRODUCTION
1.1Background of the Study
All organizations serve the environment and are dependent on the same environment that
they operate in and serve (Ansoff, 1987). This dependency was in form of their inputs and
the market in which they sell their outputs. According to Minzberg (2005), the
environment is a niche in which the organization operates in, therefore, the organization
must be able to adapt successfully to the environment or otherwise be selected out.
According to Ansoff (1987), the environment is constantly changing and therefore the
need for an organization to constantly align itself and it various activities to the changes
for survival. Barney (1991) indicates that a firm’s sustained competitive advantage results
from its strategic resources that are valuable, rare, imperfectly imitable, and nonsubstitutable. This view focuses on a firm’s internal attributes, especially its strategic
resources (Peteraf & Bergen, 2003).

To succeed in an industry, an organization must select a mode of strategic behavior which
matches the levels of environmental turbulence, and develop a resource capability which
complements the chosen mode Acur and Englyst (2006); and Manimala (2011) identified
three distinct modes of strategic behavior. First, was the mode that consists of
organizations that rash and are driven by their environment. Second is the preemptive
group that seeks to anticipate future events and prepare for them while the third group
exhibits the most aggressive stance; apart from seeking to identify future scenarios they
work to bring these about.

The classification of strategic behavior is supported by several theories, which include the
resource dependence theory, the institutional theory, and a continuum of theories that
border between resource dependency and institutional theories. In line with these theories,
one can identify the context and content in which certain strategic responses and
behaviors are appropriate (Debrah, 2007). According to Kenneth (1980), strategy
produced the principal policies to achieve the goals and define the range of business the
company is to pursue. Porter (1996) defined competitive strategy as being different. He
argued that competitive strategy is a deliberate means of choosing a different set of
1

activities to deliver a unique mix of values. Since the environment keeps on changing
from one turbulent level to the next, the ability of the firm to change accordingly was
important. If the firm failed to keep to the pace of the environment then it risked losing its
competitive position and hence becoming unprofitable (Ansoff, 1990).

According to Pearce and Robinson (1988) strategic responses are a set of decisions and
actions that result into formulation and implementation of plans designed to achieve a
firm’s objectives. In order to effectively achieve the firm’s objectives, these set of plans
and actions must be strategically fit to the complexities and dynamism of a rapidly
shifting environment. Firms largely are open systems where there is continuous
interaction and interfaces with the external environment. Strategic responses are the
strategies that firms take and largely triggered by continuous changes in the external
environment. Ansoff and McDonnell (1990) argued that this could be done by positioning
of the firm through strategy and capability planning in its rightful competitiveness, use of
real time response through issue management and systematic management of resistance to
change during strategic implementation. According to Ross (1996), the firm has to learn,
adopt, and reorient itself to the changing environment. He also postulates that when a
discontinuity begins to affect a firm in a turbulent environment, brought about by
globalization and trade liberalization for instance, its impact typically remains hidden
within the normal fluctuations in performance.
According to Byar’s (1991) operational responses are concerned with efficiency of
operations while strategic responses affect several areas of operation, require top
management decisions and huge financial commitments, are forward looking and affect
long term prosperity of the firm and most critical are dependent on the environment.
Timely response is critical to avoid adverse effects or missed opportunities. Costs of none
response could be lost accumulative profits and cost of reversing the loss. Strategic
response affects the long-term direction of an organization and requires large amounts of
resources. It is aimed at achieving advantage for the organization and as such it is
concerned with the scope of the entire organization s activities (Johnson & Scholes,
1999).
Competition is generally accepted as a positive force in most industries as it is supposed
to have a positive impact on an industry‘s efficiency, quality of provision, innovation and
operational competitiveness (Vives, 2001). One of the most prevalent questions within
2

strategic management is how firms are able to attain profits that allow them to gain
superior competitive performance compared to their competitors. Porter’s (1980) model
of competitive strategy proposed that firm’s position within an industry was an important
factor in attaining competitive advantage. This position is largely influenced by the firm’s
strategic responses to the continuous environmental changes. According to Porter (2008)
the strongest competitive force or forces determined the profitability of an industry and
therefore became the most important in strategy formulation, he went further to state that
it is the structure of the industry that drives competition and hence profitability but not the
maturity of the industry.
Porter (1980) stated that a firm that is seeking competitive advantage had to first strive to
be the low cost leader, be unique in the market in terms of its products through product
differentiation and finally to have a special appeal to one or more target groups. He
further went ahead to state that competitive advantage arises from selection of the generic
strategy that best fit the organizations competitive environment (Porter, 1985). In coping
with the five competitive forces, there are three potentially success widely spread generic
strategies to outdo other firms in an enterprise: general cost leadership, differentiation,
and focus. Sometimes the company can efficaciously pursue a couple of technique as its
primary goal and correctly implementing any of those widespread techniques generally
requires overall commitment and assisting organizational preparations which are diluted
if there is a pursuit of may more than one goal (Grant,1991).
To obtain a cost advantage, a company's cumulative cost throughout its pastime- cost
chain have to be lower than competitors' cumulative costs. There are two methods to
perform this: by either doing a higher job of improving performance and controlling
prices along the present activity cost chain, or revamp the company's activity-value chain
to bypass some cost-producing activities altogether, both strategies can be used
concurrently (Porter,1985). Generally, low-cost manufacturers have a very cost-aware
organizational lifestyle symbolically rein-forced by way of primary facilities, confined
perks for executives, intolerance of waste, intensive screening of finances requests, and
broad worker participation in cost manage efforts. However, even as low-cost
manufacturers are champions of frugality; they generally tend to devote budget
aggressively to cost-saving progresses (Grant, 1991).
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A firm intent on being a low-cost producer has to scrutinize each cost-creating activity
and identify what drives the cost of the activity. Then it has to use its knowledge about
the cost drivers to manage the costs of each activity down further year after year. Where
possible, whole activities are eliminated from the activity-cost chain. Companies can
achieve dramatic cost advantages from restructuring the cost-chain and eliminating
unnecessary cost-producing activities (Porter, 1989). A company intent on being a lowcost manufacturer has to scrutinize each cost-creating activity and perceive what drives
the cost of the pastime. Then it has to use its understanding the cost drivers to control the
cost of each activity down further. Where possible, some activities may be eliminated
from the activity-cost chain. At times firms may obtain dramatic cost benefits from
streamlining the cost-chain and disposing of avoidable cost-producing events (Porter,
1989).
According to Pearce and Robinson, (2002), for organizations to achieve their goals and
objectives, it is necessary for them to adjust to their environment. The dynamism of the
environment implies that the organization has constantly redesigned their strategies in
order to remain competitive. Failure to effectively adapt the organization to its
environment leads to a strategic problem. Such a problem will be evidenced by a
mismatch between what the organization offers and what the market demands.
Environment scanning is generally accepted as being the first step in the process of
aligning strategy with environment, (Hambrick 1982; Daft and Weick 1984; Beal2000).
This is because environmental scanning will help the organization to learn more about
opportunities for taking competitive advantage and threats referring to its survival (Dess
1987; Bourgeois 1980; Lang et al 1984).
Fast food is a specific variety of convenience food, which is commonly associated with
high energy density. Fast food in the CSFII questionnaire refers to food purchased from a
“fast food place, pizza place” without defining fast food places for (U.S. Department of
Agriculture, 1997). Pereira et al. (2005) combined cafeteria, restaurant, and fast foods in
their definition of fast food. Cox and Foster (1985) noted a shift toward restaurant eating
and the use of convenience stores in the mid – 1980s. More recently, Kant and Graubard
(2004) reported that between 1987 and 2000 the number of commercially prepared meals
in restaurants and cafeterias eaten per week by individuals increased by 11% to 2.77
meals per week.
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The industry is dominated by a number of international Quick Service Restaurant (QSR)
chains, including McDonald’s, Burger King, Pizza Hut, KFC and Domino’s
(Datamonitor, 2010). These global brands are extremely valuable, boasting strong
customer loyalty and recognition; indicating consistent quality and service. New players
struggle to compete with incumbent firms, as their brands are unknown and advertising
campaigns are expensive. Established chains have the resources to retaliate aggressively
through pricing promotions, deterring new players from entering the marketplace. New
entrants lack economies of scale, which existing chains have developed over time, and
utilize to remain competitive in this low-margin, high-turnover industry (Datamonitor
2010).
Over the last three decades, fast food has infiltrated every nook and cranny of American
society. An industry that began with a handful of modest hot dog and hamburger stands in
southern California has spread to every corner of the nation, selling a broad range of
foods wherever paying customers may be found. Fast food is now served at restaurants
and drive-through, at stadiums, airports, zoos, high schools, elementary schools, and
universities, on cruise ships, trains, and airplanes, at K-Marts, Wal-Marts, gas stations,
and even at hospital cafeterias (Schlosser, 2002). The extraordinary growth of the fast
food industry has been driven by fundamental changes in American society. Adjusted for
inflation, the hourly wage of the average U.S. worker peaked in 1973 and then steadily
declined for the next twenty-five years. During that period, women entered the workforce
in record numbers, often motivated less by a feminist perspective than by a need to pay
the bills (Schlosser, 2002).
Kenya’s hotel, restaurant, and institutional (HRI) sector will continue growing, mid-tolong term, faster than any other economic segment in the Kenyan economy. The
Government of Kenya (GOK) established a goal of, and has undertaken activities to
double the 1.5 million calendar year 2010-tourist visits to 3 million by 2030. The HRI
sector’s projected growth relies on a vibrant tourist sector but depends as well on strong
growth of Kenya’s middle class, where increasing numbers and disposable incomes will
likely lead to more restaurant and hotel visits (www.fas.usda.gov). .

Kenyans and tourists currently choose from over 70,000 restaurants, cafes, and coffee/tea
houses to buy prepared foods and drink. The reputation and respectability of each has to
5

be built every day with good and consistent foods and drink for tourists and the evermorediscerning and more affluent Kenyan middle-class. As a result, owners and operators look
to find the best, most consistent and most consistently available products in the market
that satisfy their current and future customers (www.fas.usda.gov).

The fast-food revolution has made its debut in Kenya. Few well-known chains dot major
streets in key cities, eyeing the rising free spend among the growing middle class. As they
begin a speedy entrance into our market, things stand to change. This is because the fastfood industry bears the uncanny ability to become entrenched in every facet of our lives,
gradually changing life, as we know it and in no time to become a way of life. The main
distinction between fast-food businesses and other kinds of catering enterprises
essentially lies in their marketing and promotion. Fast-food outlets market their brands
and not so much the underlying menu (Mugo, 2014).
1.2 Problem Statement
DeSilva, Elliot and Simmons (2013) research on the competition and the price-quality
relationship in the UK gourmet restaurant established that there exist a positive
relationship between meal prices and quality of the restaurant. The sampled restaurants
often increased prices when others did and on the contrary, the findings revealed that
when further apart, restaurants tend to reduce their prices below the standard competitive
market. Krishna (2014) analysis of competition in the Indian restaurant established that
most leaders in the industry utilized strategic methods like differentiation, cost-leadership
and focus target, or a combination to stay relevant in this industry. This was seen as a
difficult task that require the firms to maintain a standardized design in order to benefit
from high profit because of increased sales volume. According to Mwangi (2010) study to
establish challenges facing strategic responses to competition among large fast food
restaurants. The study established that outlets have specific target markets and items
stocked relied on the customers, and outlets used branding, high quality of food and
services, increased outlets, security and attractive designs to maintain customer loyalty.
It is apparent that there is an existing stiff competition in the industry and Mwangi (2010)
established that the industry in Nairobi Central Business District has witnessed
competition and they try to outdo each other via differentiation in food and service given.
Consequently, there has been a continuous need to monitor and adapt to the
6

environmental changes. Key challenges confronted by the outlets has been financial
requirement, competition from smaller outlets, alternates, changing customer tastes and
preferences, provision of reliable utilities by suppliers and ability and expertise of
workforce. On the other hand Mura (2011) highlights that fast food industry has also
faced medical criticism as well as many surveys for unhealthy and fatty food. On that
note, major fast foods have created nutrition information on the packages while others
have created healthy options in the Czech Republic. Wanja (2015) research on the
strategic management practices in fast food franchises in Nairobi concluded that strategic
management was largely positively correlated to performance of the 11 franchises
sampled in the Kenyan market.

Issues of health and competition in the fast food industry exist due to the homogenous
products offered and as such, fast food restaurants need to take measures to ensure
competitive advantage over others. From the literature reviewed, while challenges facing
the industry has been covered no study has covered the strategic response taken by fast
food chains to counter competition. Most of the studies have focused on firm’s
competitive environment. Thus, a gap of knowledge is left in the area of strategic
responses to competition among fast food restaurants.
1.3 Purpose of the Study
The main purpose of this study is to establish effects of strategic responses on competitive
advantage of fast foods restaurants.

1.4 Research Objectives
This study was guided by the following research objectives:
1.4.1 To establish how cost advantages affect competitive advantage in fast food
restaurants in Nairobi
1.4.2 To establish how differentiating products affect competitive advantage in fast food
restaurants in Nairobi
1.4.3 To establish how diversification affects competitive advantage in fast food
restaurants in Nairobi
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1.5 Significance of the Study
This study examines the strategic responses by fast food restaurants due to increased
competition. The benefits that can accrue from this study are:
1.5.1 Academicians and Researchers
Researchers and academicians who might be interested in pursuing research on
competitive advantage in the hotel industry will find this study useful. The study will help
them understand the strategic responses used by organizations in the sector as well as
tactics used to remain competitive in the growing fast food market.

1.5.2 Policy Makers
Central government in regard to creation and amendment of policies that touch on the
hotel industry will find this study useful. This will help promote and encourage the
growth and development of the sector in the country. The findings of this research will
also help top managers in decision making with regard to the most effective strategy in
achieving competitive advantage.
1.5.3 Practitioners
Practitioners like the Nairobi County Council will also find this study beneficial because
they will be able to know how many restaurants those are there within the city of Nairobi
and to know how many are obliging with the laws and regulations. It will also help the
entrepreneurs who wish to start up a fast food restaurant or entrepreneurs who already
have fast food restaurants on ways to remain relevant and competitive in the turbulent
environment of fast foods. Additionally, the findings will also be useful to fast food
restaurants in the market to be able to know what they could do to remain relevant in the
market and avoid more closure of businesses in the fast food industry in Nairobi Central
Business District.
1.6 Scope of the Study
The study was conducted within Nairobi Central Business District. The research will
focus on fast food restaurants operating in Nairobi Central Business District. The
population was the fast food restaurants operating in Nairobi Central Business District.
Data for the study was collected using questionnaires, which were personally
administered by the researcher.
8

1.7 Definition of Terms
1.7.1 Strategy
A strategy is a large-scale, future oriented plan for interacting with the competitive
environment to achieve company objectives (Pearce & Robinson, 2007).
1.7.2 Strategic Management
Strategic management is defined as the set of decisions and actions resulting in the
formulation and implementation of strategies designed to achieve the objectives of the
organization (Pearce & Robinson, 2007).
1.7.3 Strategic Response
Strategic response: strategic response is a set of commitments, actions and decisions
undertaken by firm to achieve strategic competitiveness and earn above average returns,
(Wheelen & Hunger, 2004).

1.7.4 Competition
Existence within the market for some good or service of a sufficient number of buyers
and sellers such that no single market participant has enough influence to determine the
going price of the good or service (Casu & Girardone, 2009).
1.8 Chapter Summary
This chapter presents the background on the strategic responses used by fast food
restaurants to be competitive. The first chapter is divided into various main sections.
Section one gives the detailed background of the study, section two describes the problem
statement in the context of other studies. Next is the purpose of the study, which is
followed by the research questions. The next section provides the significance of the
study. The scope of the study is provided as well as the working definitions of the study.
Chapter two presents an overview of the literature review available according to the
research questions.
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CHAPTER TWO
2.0 LITERATURE REVIEW
2.1 Introduction
This chapter will review literature on the effects of strategic responses on competitive
advantage. The strategic responses reviewed are cost advantage, differentiation, and
diversification.
2.2 Cost Advantages and Competitive Advantage
2.2.1 Forms of Cost Leadership and Competitive Advantage
A company pursuing a cost-management method tries to benefit by lowering its monetary
expenses beneath its competition. Suppose if several firms in an industry may apply costleadership techniques effectively, or if no companies face a price drop in imitating a costleadership approach, then being a cost chief does not generate a sustained competitive
advantage for a company. The ability of a precious cost-management technique to
generate a sustained competitive advantage depends on that strategy being rare and
expensive to imitate (Aulakh et al. 2000). Economies of scale’ in general terms stem from
doing things more effectively. Sanchez and Heene (2004) highlights that economies of
scale exist when the related costs of performing an action is lowered as the activity
increase. Scale refers to capability; that is, the most stage of output that the plant used to
perform an activity and is capable of sustaining (Sanchez & Heene, 2004). In addition,
Hill & Jones (2001) preserve that economies of scale are “unit-cost” discounts related to a
massive scale of output.
In line with Hooley et al. (2004), economies of scale are the single most effective cost
motive force in many industries and stem from doing things more successfully or in a
different way in volume. One of the most referred to sources of value advantage for a
company is its size. There is an association among firm capacity measured in phrases of
volume of manufacturing - and costs- measured in terms of average expenses in keeping
with unit of production. The most effective quantity of manufacturing is reached when the
common cost with effect to unit of production is minimal.
Firms are able to receive economies of scale when it has a high degree of production, it
may purchase, and use specialized production tools that cannot be utilized in operation in
10

small corporations. Alternatively, high quantity of production may additionally allow a
company to build large production operations and such huge-volume corporations may be
capable of result into decreased unit cost production operations and will have lower costs
of production on average. Extent of production and personnel specialization also is a
determinant of economies of scale. Excessive volumes of production also are related to
excessive ranges of worker specialization, a company with high volumes of
manufacturing can unfold its overheads expenditures with extra units produced (Aulakh
et al. 2000).
The learning-curve model tries to tell the relation between production volume and costs
over time. Economies of scale focuses on the relationship between the volume of
production at a given point in time and average unit costs. Experience and getting to
know curve models are advanced from the basic premise that individuals and agencies
collect knowledge via repetition. The firm accordingly profits aggressive gain by way of
converting this price reduction into productiveness profits. This mastering aggressive gain
is referred to as the revel in curve, the getting to know curve, or the development curve
(Allen & Helms, 2001).
Differential low-cost access to factors of production may generate cost differences among
companies producing comparable products in an industry. Aspects of production are any
contributions used by a firm in directing its commercial activities. They include labour,
capital, raw materials, and land (Allen & Helms, 2001). A possible source of cost
advantage may also be the diverse technologies that companies engage to manage their
business. Technologies include not only industrial hardware of firms but also technical
software. All these phases of a firm have an impact on its economic costs. According to
Ireland et.al, (2011), in general, firms that try to device a cost-leadership policy will
choose to produce relatively modest standardized goods that sell for relatively low prices
compared to those of companies pursuing other business or corporate strategies.
2.2.2 Relationship of Cost Advantages and Competitive Advantage
In keeping with Porter's everyday competitive strategies, for cost leadership, a company
sets out to become the low price producer in its industry. The sources of price gain are
numerous and depend on the shape of the industry. They may encompass the pursuit of
economies of scale, proprietary technology, or preferential access to byproducts (Peteraf,
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1993). A low price producer ought to find and exploit all sources of price gain. If a firm
can acquire and maintain basic cost leadership, then it is going to be an above common
performer in its enterprise, furnished it may command prices at or close to the industry
average.
The intention of cost management method is to provide services or products at the lowest
price inside the industry. The undertaking of this method is to earn a suitable
income for the company, rather than operating at a loss and draining profitability from
all marketplace participants. Corporations such as Walmart have succeeded with this
strategy by means of offering low costs on key gadgets on which clients are price
sensitive, while promoting different products at less aggressive discounts (Amit &
Zott, 2001). To be successful at presenting the lowest prices nevertheless attaining
profitability and a higher returns, the company need to be able to perform at a
decrease cost than its opponents.
There are three predominant ways to achieve this according to Kotler and Armstrong
(2010), the first technique is reaching a high asset turnover. In service industries, this may
imply for example a restaurant that turns tables around very fast, or an airline that
turns around flights very speedy. In production, it will contain manufacturing of high
volumes of output. Those procedures imply fixed charges are unfold over a larger
quantity of devices of the services or products, ensuring a decrease in unit price, i.e. the
firm hopes to take advantage of economies of scale and enjoy curve effects
(Chesbrough, & Rosenbloom, 2002). For commercial corporations, mass production turns
into both a method and a means in itself and the higher tiers of output both require and
bring about high market share, and create an access barrier to potential competition, who
may be unable to achieve the dimensions important to fit the companies’ low prices and
charges.
The second measurement is attaining low direct and oblique working charges. that is
finished by way of supplying excessive volumes of standardized products, offering
primary no frills products and restricting customization and personalization of
carrier. Manufacturing charges are kept low by way of using fewer components,
using

general additives, and prescribing the wide variety of models produced to

make certain large production runs (Gregson, 2008).
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Overheads are saved via paying low wages, locating premises in low rent regions,
establishing a fee conscious subculture, and so on. Preserving this approach requires a
continuous look for cost reductions in all elements of the business. This will consist of
outsourcing, controlling manufacturing expenses, growing asset potential utilization,
and minimizing other expenses including distribution, R&D and marketing. The
associated distribution approach is to gain the most substantial distribution possible.
Promotional strategy often involves attempting to make a distinctive feature out of low
cost manufactured goods capabilities (Gregson, 2008).
The third dimension is manipulation of the supply/procurement chain to make sure low
expenses, this will be achieved with the aid of bulk buying to enjoy quantity reductions,
squeezing providers on fee, instituting aggressive bidding for contracts, operating with
providers to keep inventories low the usage of techniques together with just-in-Time
buying or seller-controlled stock. Wal-Mart is well known for squeezing its providers to
ensure low prices for its items (Kotler & Armstrong 2010). Dell computers were able to
achieve market share through maintaining inventories low and only building computer
systems to order. Other procurement advantages should come from preferential contact to
raw materials, or backward integration.
Some researchers anticipate that value leadership strategies are only possible for large
corporations with the possibility to experience economies of scale and big manufacturing
volumes, but this takes a constrained business view of method. Small businesses can also
be price leaders if they revel in any benefits conducive to low charges, for instance, a
neighborhood eating place in a low lease location can attract price-sensitive clients if it
offers a confined menu, fast table turnover and employs staff on minimal wage
(Nyauncho and Nyamweya, 2015). Innovation of merchandise or approaches may also
allow a startup or small organization to offer a cheaper service or product where
incumbents' expenses and prices have end up too high (Monroe, 2004).
An instance is the fulfillment of low-cost price range airlines who regardless of having
fewer planes than the main airlines, were able to reap market proportion increase with the
aid of presenting cheap, no-frills offerings at costs a lot inexpensive than those of the
larger incumbents (Nyauncho and Nyamweya, 2015).
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A price leadership strategy may additionally have the downside of decrease consumer
loyalty, as price-touchy clients will switch as soon as a decrease-priced substitute is
available. A popularity as a price chief may also result in a recognition for low quality,
which may make it tough for a company to rebrand itself or its products if it chooses to
shift to a differentiation approach in the coming days. This dimension is not a separate
approach in step, but describes the scope over which the organization must compete based
totally on cost leadership or differentiation (Nyauncho & Nyamweya, 2015). The
company can pick to compete in the mass market (like Wal-Mart) with a large scope, or
in a described, targeted marketplace section with a narrow scope. In either case, the
premise of opposition will nonetheless be both price management and differentiation
(Amit & Zott, 2001).
2.2.3 Impacts of Cost Advantage
A business enterprise that decides to observe a cost leadership approach has the
objective of being able to recognize its offer at lowest viable prices and such
competitive advantage of a cost leader is executed by performing essential price
chain functions that decrease costs than competitors (Porter, 1985). Such approach
strives to deliver a preferred, no-frills, high-volume product at the maximum competitive
cost to customers (Aulakh et al. 2000).
Cost management techniques are favored in developing countries which includes
Indonesia, Malaysia, India and China wherein they have lower labour costs, and for this
reason, a lower production value (Aulakh et al. 2000). In addition, cost management has
a tendency to be so focused on competition oriented alternatively than consumer
positioned

(Frambach, et.al, 2003). Apart from that it also requires a robust

consciousness at the supply side as opposed to the demand facet of the market, as this
requires a high degree of competitor orientation (Day & Wendley, 1988). Thus,
firms pursuing a value management approach need to constantly benchmark
themselves in opposition to other competing corporations in order to determine their
relative cost (and therefore profitability) position in market location.
This approach has been efficiently implemented in Japan, for example, the Toyota
organization

system; Its advanced competitiveness in value reduction, quality and

delivery time, has provided the impetus for a global shift in the direction of increasing
14

efficiency via price-reducing techniques (Schonberger,1994). In Japan, customer
service is described rather differently than in the West, which may explain its
presence in this cost leadership issue make-up (Allen & Helms, 2001).
According to Banker, Mashruwala and Tripathy (2014), for firms being the low-cost
manufacturer in an enterprise affords a few attractive defenses towards the market forces.
The low-value agency is best placed to compete offensively on the idea of pricing, to
guard against price warfare situations and to use the appeal of a decreased price to win
income customers from rivals, and to earn extra based on bigger profit margins or extra
sales volume in markets wherein price competition prospers. Kurt and Zehir (2016), add
that low-costing has partial income margin protection from powerful buyers, considering
such customers are rarely capable of bargaining lower than the price offered by the next
available seller.
Low cost producer are also insulated than competitors from any powerful suppliers,
however this is only possible if the cost is brought about by internal processes of the firm.
In addition, the low-price manufacturer can use price-cutting to make it harder for a brand
new rival to win customers; the pricing power of the low-cost producer acts as a barrier
for a new entrant, and is capable of applying low price as a defense in opposition to
substitutes trying to gain market (Kurt & Zehir, 2016). Alizadeh (2014), notes that
essentially, a low-cost producer's has a great potential to set the industries minimum and
still make a decent earning in the marketplace. Anytime price competition becomes a
main market force, less green rivals get squeezed the most, and corporations applying
low- cost function relative to opponent becomes attractive to buyers who base their
purchase choice on prices.
Alizadeh (2014) explains that a low-price competitive technique has its drawbacks.
Technological breakthroughs can open up fee reductions for rivals that nullify a low-price
producer's past investments and gains. Rival firms can also find it smooth and/ or
inexpensive to imitate the chief's low-price techniques, as a consequence making any
benefit short lived. Banker, Mashruwala, and Tripathy (2014), reiterate that a company
with a focus to push its expenses down can grow to be so fixated on price discount that it
fails to pick out on better market modifications like developing buyer choice for added
value, shifts in how shoppers use the product, or declining consumer sensitivity to prices
and for that reason remain at stagnant in the market. Heavy investments in price discount
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can lock a firm into a strategy that may expose it to risk of new technology and
developing consumer interest in other rather than the less expensive charge.
2.3 Differentiating Products and Competitive Advantage
2.3.1 Product Differentiation Strategies and competitive advantage
Due to the extreme competition in local and global markets, there is a crop of more
assertive clients, coupled with the development of technology thus exerting a lot of
pressure on businesses, which seek ways to obtain a sustained competitive advantage.
Product differentiation in organizations takes place inside the enterprise among its many
supplies, and against other firm’s products.
According to Nolega, Oloko, Sakataka and Oteki (2015), there are but several techniques
that commercial enterprise companies practice so one can expect product differentiation
in the marketplace. On the other hand, suppliers create loyalty with clients who notice
their precise product. This differentiation takes a big investment in time (to show the
reliability and pleasant of a product) and money (on branding, advertising, packaging)
and therefore represents a massive barrier for any new entrant to triumph over. He
similarly states that agencies have tried to triumph over this barrier to access with the aid
of using the loyalty to the brand of a product in a single marketplace to go into a one-of-akind marketplace.
To achieve aggressive advantage in the marketplace, it is always important that firms
pursue techniques that are tough for competition to copy. Product differentiation provides
corporations with the opportunity to lead them to greater aggressive and effective. A
number of the strategies that most agencies observe on the way to achieve product
differentiation are as through: by means of exploiting the profits of differentiation
businesses by investments on attributes for customers. This selection is heralded with the
aid of undertaking a customer survey to check the precise differentiating attributes valued
by clients to a given product (Nolega, Oloko, Sakataka and Oteki, 2015),
Another key approach is the related pricing that is a major challenge for the customers of
a given product. Enterprise agencies try to strike a balance among features of product visà-vis the pricing, and there is always influence of the government component, which
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regulates the retail prices making price based competition unsustainable within the
industry (Nolega et.al, 2015).
Other differentiating approach elements consist of the services provided to the customers,
that is, how one treats their clients in the enterprise, excellent of service presented, is it
higher than their competitors? Those techniques, when put in action, will affect
customer’s perceptions and attitudes in the direction of precise products and this may
ultimately affect a firm’s performance within the market (Raduan et.al, 2009).
2.3.2 Relationship of Differentiating Products and Competitive Advantage
Product differentiation strategy can be a tool of competitive gain that is followed by a
firm with the aid of providing products that satisfies person client’s desires. In catering
for the consumer’s desires, quality of the products and services has become to be a main
differentiating component amongst products. As a result, customers are willing to pay
more for merchandise that cater to their preferences, taste, fashion, want or expression,
and businesses on the other hand want to make selections with regards to many factors in
order to attain the competitive advantage. Those elements may be divided into
fundamental theories; the resource based principle and the capability principle (Shammot,
2011).
Competitive advantage is an advantage over competition received via presenting users
with greater price, both via decrease costs or via offering merchandise that gives the
purchaser, extra blessings and offerings that justifies a better rate (Porter, 1985). The
belief of creating value gives insight into the sources of competitive advantage. Value
creation has three factors: the benefits received by consumers, the costs incurred by way
of the business enterprise and its suppliers, and the precise aggregate of customers and
providers.
Considering the full value created through the company additionally equals customer
willingness to pay minus the fees of the usage of the firm’s belongings and the expenses
incurred by means of providers, so as to accomplishing a competitive benefit the firm
should both increase purchaser benefits, lower dealer prices, or find out innovative
processes. Employer’s internal assets are of fantastic significance to the earnings made
through a commercial enterprise. It additionally influences the maintenance of the
business enterprise’s competitive gain and above all the company’s capacity to create
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market gain. The resource-based totally concept has defined company resources as all
belongings, abilities, organizational processes, firm attributes, facts, information
controlled through a firm (Barney, 1991).
The theory has long gone ahead to propose that a firm has competitive advantage while it
creates a successful method based on firm assets that can't be duplicated by competitor.
Similarly, the principle states that for resource and capability to present competitive edge,
it ought to be; uncommon, treasured, unable to imitated, and not using an alternative, and
now not transferable. The aid-primarily based principle believes that a company’s sources
are diverse in nature and not absolutely/freely movable which has led to differences
amongst businesses. Since the resources are not completely cellular, the heterogeneity
among groups is sure to exist for a long term (Matsa, 2009).
Ertekin and Aydin (2010), state that if an organization with scarce assets is able to create
value and its resources can’t be imitated either via its competitors, or replaced by means
of different sources, then such an agency has monopoly position and therefore condition
necessary for reaching sustainable competitive benefit and the earn extra profits.
According to Matsa (2009), competitive benefit equals the distinction among the cost
created by the employer and the capability fee created by way of its competitors. While
marketplace demand outruns enterprise capability, competitive gain will increase the
price and additionally increases its capacity earnings. Whilst enterprise capability outruns
market demand, competitive benefit also guarantees that the company will live to tell the
tale.
The troubles of product satisfactory rates has been studied by many researchers (Ertekin
and Aydin, 2010; Sumutka and Neve, 2011). Within the Nineteen Seventies and early
Eighties, one of the predominant capabilities of a business economic system focus on
inner excellent of execution, rather than pricing, as a prime competitive device. ‘quality’
was viewed as a key marketplace differentiator, ensuing in lots of companies defining and
enhancing approaches, adopting and enforcing total quality management arrangements,
and accomplishing fine standard accreditation.
Currently, interest have been developing inside the effectiveness of advanced system
monitoring, and manage techniques to enhance production operations. High quality, as a
competitive benefit device is seen as one of the fundamental methods in which individual
agencies can efficiently compete inside the worldwide marketplace. The selection of what
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product to purchase in maximum client markets is not majorly determined by way of the
lowest prices, but by a product’s quality (Matsa, 2009).
Product quality may have large effects on its demand and consumer’s wellbeing, product
quality is recognized as a strategic organizational precedence and a crucial detail of
competition in a wide range of markets and industries. Strategic recognition on quality is
extensively considered as a fundamental factor of manufacturing approach in many
companies. This is likely to result in improvements in product demanded thereby
facilitating the constructing and maintenance of competitive role (Daniel & Reitsperger
1991).
2.3.3 Benefits of Differentiation
In today‘s unexpectedly converting financial and commercial enterprise environments,
companies compete for clients, sales, market percentage with products and services that
meet purchaser’s needs.

International competition has brought

approximately

technological adjustments whereby clients are traumatic for advanced quality
products/offerings with lower charges. Greater so, this multiplied rate of global
competition has delivered approximately reduction in product life cycle (Joy, Iyiola &
Ibidunni, 2013).
This has led to a lot of emphasis being placed on organizational abilities, and advent of
competitive gain, which is thought, might deliver them over different competition.
Though there are numerous targets an organization would need to gain these days, the 2
main ones are to attain a competitive advantage function and improve their organization’s
performance in relation to that of their competition (Raduan, Jegak, Haslinda,& Alimin
2009). Murphy (2007) states that a success differentiation has three factors: commanding
a top class rate for a product, increasing income due to additional consumers won over
with the aid of the differentiating features and gaining customer loyalty to its brand. In
line with the author, a product is differentiated if clients perceive it to have properties,
which make it wonderful from rival products or services, and preferably specific in some
unique manner and hard to emulate.
According to Wongsansukcharoen, Trimetsoontorn, Fongsuwan (2013), differentiation
complements profitability each time the pricing of the product leads to more income
compared to the introduced charges of reaching differentiation. Banker, Mashruwala and
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Tripathy (2014), affirms that differentiation is considered unsuccessful if by any chance
the customers do not value the extra capabilities enough to shop for the product in huge
quantities. For price sensitive buyers it takes a lot to convince them to pay the extra fees
for the differentiation.
Differentiation affords some buffer against competitors' strategies due to the fact buyers
come to be dependable to the products they like and are regularly inclined to pay higher
prices for it (Joy, Iyiola & Ibidunni, 2013). According to Matsa (2009), a success
differentiation creates entry limitations towards consumer loyalty and uniqueness that any
new entrants in the market find hard to conquer, mitigates the bargaining electricity of
large buyers because opponents' products are less appealing to them, and facilitates a
company fend off threats from substitutes. Banker, Mashruwala and Tripathy (2014) add
that if differentiation drives a firm towards higher pricing and boost earnings margins, it
will likely be in a more potent role to face up to powerful suppliers' efforts to raise their
costs. Hence, as with price leadership, successful differentiation creates lines of defense
for managing the five aggressive forces.
While differentiation strategy is a productive one, there are no guarantees that
differentiation will produce a meaningful aggressive gain. According to Matsa (2009), if
buyers see little value in specialty then low-value approach can without difficulty defeat a
differentiation approach. In addition, Joy, Iyiola and Ibidunni (2013) say differentiation
may be defeated from the outset if competition can quick copy the differentiating
technique applied. Thus such imitations may eat up the actual differentiation benefits due
to the fact that competing manufacturers keep converting in like ways no matter the
continued efforts to create specialty. Consequently, to achieve success at differentiation, a
firm ought to hunt down durable sources of specialty that cannot be quickly or cheaply
imitated.
The primary sellers behind the advent of product differentiation are the enterprise
corporations themselves. There are times that agencies are forced to reduce the extent of
product differentiation, which also affects the profit margin of the commercial enterprise.
Firms try to introduce same functions like their competition if they discover that
consumers like some precise function in the product they sell with a goal of boosting their
sales. By means of corporations handling merchandise with same functions, the quantity
of product differentiation can also fail because it might be a more undertaking to
distinguish the identical (Murphy, 2007).
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2.4 Diversification and Competitive Advantage
2.4.1 Product Diversification and Competitive Advantage
Product diversification is a procedure by which agencies try and enlarge their marketplace
and consumer base by means of modifying existing products, those new products can
definitely be extensions of existing brands or entirely new. By undertaking product
diversification, a corporation can extend its enterprise into new regions and markets,
thereby increasing their possibilities for more revenue (Marreiros & Gomes, 2008).
According to Silva (2005), related diversification is the most common distinction between
the different types of diversification and made with regard to how close the arena of
diversification is to the field of the prevailing business activities. Mostly small trades use
this type of diversification because it is less risky. In the majority of cases, it does not
need big savings and owners feel more secure because they know the opportunities and
threats in the field of their main business activities.
In line with Ansoff (1977), diversification is a strategy that the business enterprise have to
follow when it is targeting a new marketplace or a brand new product. In a few instances,
diversification is even regarded as a “final” strategic alternative. Ries and Trout (2009),
say that, “whilst there are not any other brands or the manufacturers that exist are weak. It
is feasible to increase the product line.” but, corporations are seeking for means to
diversify, consistent with Marreiros and Gomes (2008) for 6 basic reasons: skills
capitalization, elevated bargaining power, producing financial savings via sharing prices,
achieve numerous sources of revenue, preservation of increase and decreased business
chance.
The diversification techniques observed with the aid of corporations that pick out this
approach are not the same and numerous authors including Tachizawa and Rezende
(2000); Marreiros and Gomes (2008) find numerous styles of diversification, and the
eventual preference of typology can imply the difference between the strategic gains or
fail for the business enterprise searching for diversification.
According to Silva (2005), diversification may be visible as a characteristic of
management selections, which are decisive for the destiny of the company. Therefore,
diversification is a strategic choice, it is necessary to speak about a modeling of
diversification to ensure a powerful preference of approach, contemplating several
factors.
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Consistent with Michael Porter (2004), it is necessary that this create a scenario wherein
the business enterprise can perform with a unique set of activities not easily replicated by
others. Porter states that the strategic positioning arises from special resources, regularly
overlapped, highlighting the positioning based totally on the needs, which includes better
assembly through an incorporated set of activities. Diversification is a strategy that guides
a company into fresh marketplaces with new products or services. Corporations may
select a diversification strategy for different reasons. Firstly, the firms may want to
generate and take advantage of economies of opportunity, in which the firm attempts to
exploit its resources and skills in other areas. This can be the situation if corporations
have not fully utilized funds or skills (Yamoah & Kanyandekwe, 2014).
Using a diversification strategy, businesses may utilize its resources to attract new
opportunities from market sectors not accommodated earlier. Secondly, managerial skills
within the firm may be utilized in other markets. Firms pursuing a diversification strategy
may also cross-subsidize a product with the surpluses of another hence, firms with a
varied portfolio of products providing to various markets may possibly develop in
influence, and endure a lengthy period of price competition. When having subsidized
product for a significant period, the business might achieve a monopoly. Corporations
may also need to practice a diversification policy to extend financial risk over diverse
markets or products (Yamoah & Kanyandekwe, 2014). Alternatively, companies may
diversify to spread their risks across several industries and the acquiring institute may
have management talent, financial and technical resources, or marketing skills that it can
apply to a weaker one in any other industry in the hope of making it highly profitable
(Tachizawa & Rezende, 2000).
2.4.2 Diversification as a Competitive Advantage
An effective result of diversifying approach may lead to an increase in market share. By
means of introducing new products, exploring new regions or concentrated on new
companies of clients, a firm can make its consumer base bigger. Whether the degree
increase in phrases of the variety of personnel, earnings or income, a diverse strategy can
help a firm achieve growth. One reason also mentioned for diversification is to guard
from the risk of failure.
One of the advantages of product diversification, which may be outstanding, is the truth
that groups, which diversify into different product markets, might also prompt clients to
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shop for new merchandise from the organizations (Palich et al., 2000). A way, in which
an enterprise reaches these desires, is the reality that personnel, but also the control,
increase strategies to highlight the opposite industries in which the business enterprise
operates. Other advantages are put forward by Berger et al.(1995), he suggests that
product diversification has distinct cost-enhancing consequences and He states: “The
potential benefits of operating specific lines of business inside one company encompass
extra running efficiency, much less incentive to forego effective internet gift value tasks,
more debt capability, and decrease taxes”(p. 40).
The greater working performance can be declared regarding Chandler (1977), who
explains that a company, which operates in one-of-a-kind product divisions, creates a
control shape accountable for managing and coordinating the diverse divisions. Hence,
the diversified firms are more efficient, which leads to a greater working efficiency than
the way stand-alone divisions would perform apart. Some other gain of product
diversification was given with the aid of Aw and Batra (1998). They state, “greater
product diversification permits a firm to seize greater of the spillovers between
merchandise” (p. 317).
According to Jovanovic and Gilbert (1993), these spillovers are including the unfolding
of expertise amongst exclusive manufacturing approaches, which may be seen as an
engine for monetary performance of the firm. Also, the competences and knowledge of
the control, at the same time as advertising and distribution channels, can be used for the
distinct merchandise of the diversified company (Jovanovic & Gilbert, 1993).
2.4.3 Barriers to Diversification
Adegulu (2012), narrates that, diversification increases managerial, structural and
organizational complexity, incurs extra coordination and integration prices, lines top
management assets, limits organizational attention, and inhibits companies’ potential to
reply to main external adjustments. Diversification inefficiencies additionally come from
conflicting dominant logistics between corporations, internal capital market conflicts,
accelerated manipulate and attempt losses due to shirking.
Graham, Lemmon and Wolf (2002) claim that diversification thru acquisition introduces
modifications in accounting that might motivate bias or affect performance results. Many
diversifying corporations have inferior economic overall performance previous to
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diversifying. It additionally emerged that firms need to have a look at that overall
performance tendencies before diversification and after diversification. The findings aid
the claim that the performance problems of diversification could have been inherent
inside the company before a diversification move.
Sometimes this diversification does not bring the probable results and profits and most
often the reason for this is the lack of consideration of supplementary problems and the
need of info and skills in the area such as; change management, cultural differences,
human resource management like layoffs, quitting, promoting, and hiring. However, the
motive for not meeting the results and prospects of the diversification may be the
overestimation of the expected benefits and profits from the synergy, during the
preliminary analysis (Palich et al., 2000). If diversification is not approached with
warning, the result can be overextension of an organization's sources. To run nicely, each
department of an agency, regardless of how huge, desires to have sufficient resources to
preserve its infrastructure and operations to curb decline. In this age of corporate
takeovers, it's no longer uncommon to find a firm make way into a discipline/ industry
absolutely not related to its original operations (Yamoah & Kanyandekwe, 2014).
The operations of different corporations sometimes require completely distinct skill sets,
for instance, firms that diversify into new locations that require expenses such as training
and travel, risk increasing their costs substantially to the point of jeopardizing their core
mission (Marreiros & Gomes, 2008). According to Ries and Trout (2009), the safest
regions into which a commercial enterprise can diversify are carefully associated with
what it already does, so there may be initial knowledge of infrastructure required.
Yamoah and Kanyandekwe (2014), a big percent of business innovation happens in
smaller groups which are tightly focused on some technological or commercial enterprise
desires. If these organizations diversify too extensively, this will reduce their
consciousness, increase their bureaucratic inertia and decrease their capability to respond
speedy and creatively to marketplace modifications. While leading revolutionary agencies
start to lag, this consequences in a domino effect along the reducing edge of technical
innovation, resulting in slower monetary growth and a further decrease in innovation.

2.5 Chapter Summary
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This chapter examined literature review directed by the specific objectives of the study. In
the next chapter, research methodology used for this study and methods of data
collection, analysis and development will be discussed.

CHAPTER THREE
3.0 RESEARCH METHODOLOGY
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3.1 Introduction
This chapter details the methodology employed in the study. It discusses the research
design, data collection, and analysis and why they were the most preferred for the study.
3.2 Research Design
A research design is a design for choosing subjects, research area, and data collection in
order to answer specific research questions according to McMillan and Schumacher
(2001), and they add that a research design is the framework used in research and makes
up the blueprint for data collection and the analysis of the data. A descriptive study
generally was used in determining the rate with which something occurs or the
relationship between variables. Cooper and Schindler (2003) says that a descriptive study
determines, who, what, where, and how of a phenomenon which is the objective of this
study. In addition, a descriptive study was concerned with finding out the what, where
and how of a phenomenon. This descriptive research design was therefore appropriate for
this study. The study intended to obtain and described the views of the respondents from
fast food restaurants in Nairobi, in line with establishing effects of strategic responses on
competitive advantage of fast food restaurants in Nairobi.
The study incorporate both quantitative and qualitative research to gain a better
knowledge and in-depth understanding of the results. Cooper and Schindler (2003) says
descriptive research allows for a casual-comparative and correlation studies. When
several variables record similar findings, the research is able to generalize about the
subject.
3.3 Population and Sampling Design
3.3.1 Population
Population is the total collection of individuals whom researchers seek to make inference
on (Cooper & Schindler, 2003). The target population for this study was managers/
supervisors in the fast food restaurants based in Nairobi. The main reason for doing the
research in Nairobi is because of the many varieties of fast food restaurants available
within the central business district. The managers and supervisors are well informed
about the firms’ objective and policies; this therefore makes them the best in providing
the information about the firm’s competitive advantage strategies.
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3.3.2 Sampling Design
A sampling design is the procedure applied to arrive at a sample. According to Mugenda
and Mugenda (2003), sampling process is the activity applied in choosing a study focus
from the inhabitants of a study focus. This is a very important procedure because the
tactic applied is used in determining if the sample of study is a correct illustrative of the
entire population or not. The research employed the use of total census technique.
3.3.2.1 Sampling Frame
A sampling frame is the source material or device from which a sample is drawn. It
represents a list of all those within a population who can be sampled, and may include
individuals, households or institution (Zikmund & Babin, 2012). The aim of this study
was to determine the effects of strategic response on competitive advantage of fast food
restaurants and therefore, the sample of the study are employees from the 80 fast food
restaurants attached in appendix three (Public Health Inspectorate,2016).
3.3.2.2 Sampling Technique
Sampling technique was the method applied to select a subset of individuals from a
statistical population in order to estimate the features of a whole population (Zikmund &
Babin, 2012). The research utilized a total census: A census was used to enumerate the
population of the study. Data collection through a census enabled the researcher to
undertake an intensive research about a problem; in addition, it offers for a high degree of
accuracy and is very suitable for a heterogeneous population (Cooper & Schindler, 2003).
Since the total population was only 80 outlets the number was not big and therefore called
for a total census, in addition, the population was heterogeneous (fast-food restaurants)
3.3.2.3 Sample Size
A sample size is the number of observations acquired from a sample. From the initial 80
fast food restaurants, a total census of the 80 managers was undertaken.

3.4 Data Collection Methods
Data collection method is the procedure applied in obtaining data from the respondents
either by use of interviews, questionnaires, face-to-face conversations among others. In
this research, primary data was collected by administering open and close-ended
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questionnaire

to

the

respondents.

The

questionnaire

were

delivered

to

the

managers/supervisors. This instrument allowed for cost and time savings for the
respondents as well as the researcher. The questionnaire were administered through drop,
pick method, and was self-administered to reduce interviewer bias.
The questionnaire was divided into four parts with the first part covering details on
demography of the respondents and they will be required to select the appropriate options.
The second, third and fourth parts addressed all the respective research questions and the
respondents were asked questions and given a scale to choose from. These options were
strongly agree, agree, neutral, disagree, and strongly disagree. After each section, the
respondents were given an option to indicate any issue that they deemed not covered in
the options given.
3.5 Research Procedures
Research procedures represents the steps taken up to the time data is collected. 5
questionnaires were developed, pre-tested, and reviewed for precision, completeness,
accuracy, and clarity of interview questions. Findings received from the pretest were then
incorporated into the questionnaire before administering the final copy. Before issuing,
the questionnaire the researcher sought permission from the relevant authority in the
various restaurants and this was via an official letter from United States International
University School of business.
Questions were standardized to minimize interference from interpersonal factors. The
study used a five point Likert scale to ask all respondents to express their opinion on
given statements, and they were expected to agree, strongly agree, remain neutral, and
disagree or strongly disagree. Ample time was allowed for respondents to fill in the
questionnaires, and the information received was treated confidentially for academic
purpose only. The researcher communicated to the organizations about the results of the
research findings.

3.6 Data Analysis Methods
Data analysis is the process of analyzing, cleaning, transforming, and modeling data
collected in a research. Data analysis methods used in the study include both qualitative
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and quantitative techniques (Mugenda & Mugenda, 2003). Data was coded according to
different variables of the study for ease of data entry and interpretation. The descriptive
statistical tool such as Statistical Package for Social Sciences (SPSS), and excel helped
the researcher to describe the data and determine the extent used.
The quantitative data collected was analyzed by the use of descriptive statistics using
Statistical Package for Social Sciences (SPSS) and presented through percentages, means,
standard deviations, and frequencies. This was done by tallying, computing percentages
as well as describing and interpreting the data about the study objectives. Inferential
statistics was done through ANOVA and regression analysis where; a regression analysis
was done for the dependent variables against the independent variables. The information
was displayed by use of tables. These presentations were very appropriate when
presenting the data collected for ease of comprehension and analysis.
3.7 Chapter Summary
This chapter clearly describes the methodologies that were used to reach the objectives of
the study. The research methodology was presented under the following sections;
research design, population, sampling frame, sampling technique, Sample size, data
collection and data analysis.

CHAPTER FOUR
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4.0 DATA ANALYSIS AND INTERPRETATION

4.1 Introduction
This chapter brings forward the findings established from the study as well as their
interpretations. The chapter has the results on demographics of the respondents such as
level of education, duration at the organization, years of operation, number of employees
in the enterprise, and ownership of the business/operations. The chapter will further
outline the effect of strategic response on competitive advantage of fast food restaurants
in Nairobi, Kenya
4.1.1 Response Rate
In this study, the researcher distributed 80 questionnaires out of which 75 were filled and
returned. This represents a response rate of 93.75 % as shown in table 4.1. The response
rate falls within the acceptable levels.
Table 4.1: Response Rate
Questionnaires

Number

Percentage

Filled and collected

75

93.75

Non Responded

5

6.25

Total

80

100.00

4.2 Demographic Information
This section of the analysis will provide the findings on the various demographic factors
of the respondents who took part in this research study.
4.2.1 Level of Education
To investigate the education level of the respondents the variable had a mean of 2.99 and
a standard deviation of 1.487. Diploma holders were the majority with 33 respondents
accounting for 44% of the population; certificate holders followed this with 23
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respondents accounting for 31% of the total. Degree holder were 3 and this was 4% of the
total while masters holder was 1 and accounted for 1% as shown in table 4.2
Table 4.2: Education
Variable

Distribution
Frequency
15

Percent
20

Certificate

23

31

Diploma

33

44

Degree

3

4

Masters

1

1

Total

75

100

High School

4.2.2 Years Worked
To investigate the duration that the respondents has worked in the firm the variable had a
mean of 2.67 and a standard deviation of 1.467. The group 1-3 were the majority with 35
respondents accounting for 47% of the population, this was followed by those who had
worked between 4-7 years with 25 respondents accounting for 33% of the total. Those of
less than a year were 10 and this was 13%, those above 8 years were five and represented
7%of the total as shown in table 4.3
Table 4.3: Years Worked
Variable

Distribution
Frequency
10

Percent
13

1-3

35

47

4-7

25

33

Above 8

5

7

Totals

75

100

Less Than One
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4.2.3. Years of Business Operation
To investigate how long the fast foods have been in operation the variable had a mean of
2.45 and a standard deviation of 1.376. The findings revealed that most of the fast foods
are between 3-5 years old this represented 53% of the total respondents. Those of
between 7-10 years representing 35% followed this, those above 10 years were 7% and
those below 2 years were 5 % as shown in table 4.4
Table 4.4: Years of Business Operation
Variable

Distribution
Frequency
4

Percent
5

3-5years

40

53

7-10 Years

26

35

Above 10years

5

7

75

100

Less Than 2

Total
4.2.3 Owner of the Business

To analyze the ownership the variable was found to have a mean of 3.98 and a standard
deviation of 1.994. From the finding 37% of the fast food restaurants are owned by
families, 27% by partnership, 20% were sole proprietorship while 16% were limited
companies as shown in Table 4.5
Table 4.5: Owner of the Business
Variable
Sole proprietorship

Distribution
Frequency
15

Percent
20

partnership

20

27

Limited company

12

16

Family business

28

37

75

100.0

Total

32

4.3 Effects of Cost on Competitive Advantage
The first objective sought to establish the effects cost advantage on competitive advantage
of fast food restaurants and the respondents were asked a number of questions that they
were rating with the least being Strongly Disagree (1) and the highest being Strongly
Agree (5).
4.3.1 Descriptive on effect of Cost Advantage on Competitive Advantage
Table 4. 6: Effect of Cost Advantage on Competitive Advantage
VARIABLE

MEAN

STD

Reducing Costs

4.09

1.010

Lowest Cost Management

3.41

1.369

Reduce Overhead Costs

4.23

1.222

Low Cost Through Bulk Purchases

3.91

1.009

Lower Prices

3.21

1.234

Low Cost Products

4.28

1.450

Low Prices

4.12

0.881

Our Low Cost Minimize New Entry

3.35

.982

Affordable Prices On Market Share

3.45

1.479

Economies Of Scale

3.92

.782

On analysis of the means, the variables with the highest means were low cost products of
acceptable quality with a mean of 4.28. The variable the business has managed to reduce
overhead costs over time followed with a mean of 4.23 Low prices affect organizations
profit margins had a mean of 4.12. This therefore means that most respondents agreed
that they offer low cost products of acceptable quality and the business has managed to
reduce overhead costs over time. They also agreed that low prices affect organizations
profit margins.
Majority of the variables had a mean below a scale of four and they include the
restaurant having a lowest cost management compared to competitors (3.41), achieve low
cost through bulk purchases (3.91), lower prices attract low-income consumers (3.21),
low cost in the industry has minimized the number of new firms entering the industry
(3.35), affordable prices has an influence on market share (3.45) and cost reduction has
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led to a benefit from economies of scale (3.92). This means that the respondents neither
agreed nor disagreed with the statement.
To measure the rate of dispersion from the mean the variables with the highest standard
deviation were; Affordable prices has an influence on market share (1.479), the business
offers low cost products of acceptable quality (1.450), the restaurant has lowest cost
management compared to competitors (1.369) and the business has managed to reduce
overhead costs over time (1.222). This means that not all respondents shared the same
view while others agreed with the statement some quarters disagreed. This could be
because of the various factors such as resource affecting the various fast food restaurants
differently.
4.3.2 Regression between Cost Advantage and Competitive Advantage
Table 4.7: Model Summary on Cost Advantage and Competitive Advantage

Model R
1
.965a

R
Adjusted
Square R Square
.960
.964

Change Statistics
Std. Error R
of
the Square F
Estimate Change Change df1
.11400
.960
2490.12 10

Sig. F
Change
df2
74 .000

a. Predictors: (Constant),
b. sales on credit, increased profits, lowest cost management, reduce overhead, bulk purchases, lower
prices, low cost products, low prices, low cost, affordable prices, Cost reduction

A regression analysis was done between variables of cost advantage and profitability of
SMEs. On analysis, the R square value was 0.960 and a p-value of (0.000) was
significant. This means that 96% of the variation in in competitive advantage was caused
by the variation in the cost advantage in fast food restaurants as shown in table 4.7 above
Table 4.8: ANOVA on Cost Advantage and Competitive Advantage
Model
1

Sum of Squares
Regression 193.381
Residual
1.992
Total
195.373

df
10
74
84

Mean Square F
21.480
1534.28
.014

Sig.
.000b

a. Dependent Variable: competitive Advantage
b. sales on credit, increased profits, lowest cost management, reduce overhead, bulk purchases,
lower prices, low cost products, low prices, low cost, affordable prices, Cost reduction
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An ANOVA analysis was done between effects of cost advantage and competitive
advantage at 95% confidence level, the F critical was 1534.28 and the P value was
(0.000) therefore significant the results are shown in table 4.8 above.
4.3.3 Coefficient of Cost Advantage and Competitive Advantage
A Linear regression was done between competitive advantages (dependent variable)
against other factors of cost advantage. The results of the regression coefficients, tstatistics, standard errors of the estimates and p values are shown in table 4.9.
Table 4.9: Coefficient of Cost Advantage and Competitive Advantage
Unstandardized Standardized

Model
1 (Constant)
Reducing Costs

Coefficients
Coefficients
Std.
B
Error
Beta
.039 .047
.173 .019
.313

T
.841
9.000

Sig.
.403
.020

Lowest Cost Management

.158

.018

.173

8.894

.000

Reduce Overhead Costs

.314

.030

.195

7.081

.010

Low Cost Through Bulk Purchases

.113

.031

.135

3.577

.000

Lower Prices

.307

.039

.343

7.336

.022

Low Cost Products

.164

.052

.116

4.471

.000

Low Prices

.176

.014

.616

9.000

.040

Our Low Cost Minimize New Entry

.172

.062

.176

2.294

.032

Affordable Prices On Market Share

.614

.060

.197

7.021

.030

When organizational competitive advantage was predicted on cost advantage (p
value=0.403). We have increased profits by reducing costs (Beta=.113 pvalue.000), Our
restaurant has lowest cost management compared to competitors (Beta=.313,
pvalue=020), we have managed to reduce overhead costs over time (Beta=0.173,
pvalue=0.000), We achieve low cost through bulk purchases (Beta= 0.195, p value=.010),
lower prices attract low-income consumers Beta=.135, pvalue=.000), we offer low cost
products of acceptable quality (Beta=.343, Pvalue =.022), low prices affect organizations
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profit margins Beta=0.116, pvalue .000), Our low cost has minimized the number of new
firms entering Beta=.616, pvalue=0.040), Our affordable prices has an influence on
market share (Beta=.176, pvalue=.032), Cost reduction has led to a benefit from
economies of scale (Beta=.197, pvalue= .030). All the variables were positive and
significant (p value<0.05).
From the analysis above, all the variables had a significant positive impact on
organizational competitive advantage.
4.4 Effects of Differentiating Products on Competitive Advantage
The second objective sought to establish how differentiating products affect competitive
advantage. The respondents were asked a number of questions that they were rating with
the least being Strongly Disagree (1) and the highest being Strongly Agree (5).
4.4.1 Descriptive of Differentiating Products
Table 4.10: Descriptive on Differentiating Products
Variable

Mean

STD
DEV

Offer High Quality Unique Products

4.22

.882

Increased Income Through Our Unique Product

3.25

.760

Unique Products Creates Value

4.29

1.397

Business Compete In Areas Other Than Price

4.09

.937

We Have Created Brand Loyalty

3.57

.121

No Other Products Like Ours

3.39

1.307

Charge A Premium

3.19

.997

Other Companies Imitating Our Products

4.19

.915

Increased Revenue Growth Through Our Unique Products

3.57

1.121

Wide Array Of Unique Products

3.29

1.107

The variables with the highest means included; Firms offering unique products creates
value for consumer and this had a mean of (4.29), we offer high quality unique products
compared to other firms had a mean of (4.22), we are concerned about other companies
imitating our products followed with a mean of (4.19).This means that the respondents
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agreed with the statements. The least means were recorded on the variables like the firm
provide customers with a wide array of unique products (3.29), we have increased income
through our unique product (3.25), and we charge a premium for our unique product
(3.19). This means that majority neither agreed nor disagreed with the statements and the
results are shown in table 4.10
To measure the rate of dispersion from the mean the variables with the highest standard
deviation were; Our unique products creates value for consumer (1.397), there is no other
products like ours in the market (1.307), We have increased revenue growth through our
unique products (1.121) This means that not all respondents shared the same view while
others agreed with the statement some quarters disagreed. This could be as a result of the
various forms of product differentiation strategies adopted by the various fast food
restaurants.
4.4.2 Regression between Differentiating Products and Competitive Advantage
Table 4.11: Regression Differentiating Products and Competitive Advantage

Model R
1
.679a

Std.
Error of
R
Adjusted R the
Square Square
Estimate
.675
.672
.16587

Change Statistics
Sig. F
R Square
df2 Change
Change F Change df1
.970
995.713 10 74 .000

A regression analysis was done between differentiating products and competitive
advantage as shown in table 4.11. On analysis, the R square value was 0.675 and a pvalue of (0.000) was significant. This means that 67.5% of the variation in competitive
advantage was caused by the variation in differentiating Products.
Table 4.12: ANOVA of Differentiating Products and Competitive Advantage
Model
1

Sum
of df
Squares
Regression 191.289
10
Residual
4.154
74
Total
195.443
84

Mean Square

F

Sig.

27.213
0.028

971.891

.000b

a. Dependent Variable: competitive advantage
b. Predictors: offer high quality unique products, increased income through our unique product, unique products
creates value, business compete in areas other than price, We have created brand loyalty, no other products like ours,
charge a premium, other companies imitating our products, increased revenue growth through our unique products,
wide array of unique products
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An ANOVA analysis was done between effects of differentiating products and
competitive advantage at 95% confidence level, the F critical was 971.891 and the P
value was (0.000) therefore significant the results are shown in table 4.12.
4.4.3 Coefficient of Differentiating Products and Competitive Advantage
A Linear regression was done between competitive advantages (dependent variable)
against other factors of differentiating products. The results of the regression coefficients,
t-statistics, standard errors of the estimates and p values are shown in table 4.13.
Table 4.13: Coefficient of Differentiating Products and Competitive Advantage

Model
1 (Constant)
Offer high quality unique products

Unstandardized

Standardized

Coefficients

Coefficients

B
.289
.051

Std.
Error
.125
.047

Beta
.040

t
Sig.
1.975 .049
1.101 .274

Increased income through our unique -.420
product

.097

-.219

-4.876

.000

Unique products creates value

.149

.044

.187

4.470

.000

Business compete in areas other than .241
price

.044

.211

4.709

.000

We have created brand loyalty

.474

.048

.484

12.419

.000

No other products like ours

.207

.044

.204

4.947

.000

Charge a premium

.142

.047

.118

2.412

.022

our .157

.036

.154

4.120

.000

Increased revenue growth through .080
our unique products

.056

.120

1.944

.056

Wide array of unique products

.046

.413

7.369

.000

Other companies
products

imitating

.355

When organizational competitive advantage was predicted on differentiating products
(Constant p value=0.049), we offer high quality unique products compared to other firms
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(Beta=.040, pvalue=0.27), increased income through our unique product Beta=0.219,
pvalue

=0.000),

unique

products

creates

value

for

consumers

(Beta=0.187,

pvalue=0.000), unique product the business is able to compete in areas other than price
(Beta=0.211, pvalue=0.000), created brand loyalty among our customers through our
exclusive products (Beta=0.484,pvalue=0.000), there is no other products like ours in the
market (Beta=0.204 pvalue=0.000), we charge a premium for our unique product (Beta=
0.118, pvalue=0.022), we are concerned about other companies imitating our products
(Beta=0.154, pvalue=0.000), we have increased revenue growth through our unique
products (Beta=0.120, pvalue=0.056), we provide our customers with a wide array of
unique products (Beta=0.413, pvalue=0.000).
From the analysis above, all the differentiating products variables had a significant
positive effect on competitive advantage except the variable increased income through
unique product (Beta=-.219). This while differentiating a product can result to into an
added competitive advantage; it is not all the time that this is the case. A firm may loose
on being competitive if there is a lack of customer awareness for the product.
4.5 Effects of Diversification on Competitive Advantage
The third objective sought to establish the effects of diversification on competitive
advantage and the respondents were asked a number of questions that they were rating
with the least being Strongly Disagree (1) and the highest being Strongly Agree (5).
4.5.1 Descriptive on Effects of Diversification on Competitive Advantage
To analyze the descriptive statistic the variables with the highest mean were: The firm has
the necessary skills to introduce new products (4.36), new products influence earning in
the industry (3.89), new products increase customer attention towards our products (3.75)
and introduction of new products influence market share in the industry (3.64), business
creates brand loyalty by introducing new products (3.05). This means that the respondents
agreed that the firm has the necessary skills to introduce new products, while they neither
agreed nor disagreed that new products influence earning in the industry and increase
customer attention towards the products. There was also indifference that introduction of
new products influence market share in the industry and whether the business creates
brand loyalty by introducing new products.
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The variables with the least means were the business-minimized substitute in the industry
through creating new products (2.98) and introduction of new products exposes the
company to risks (2.85). This low means show that respondents disagreed with the
statements as shown in table 4.14
Table 4.14: Descriptive on Diversification on Competitive Advantage
Variable

Mean

Standard
Deviation

High quality unique products

3.36

1.252

Increased income through unique product

3.64

1.578

Creates value for consumers

3.89

1.153

Compete in areas other than price

3.75

1.367

Created brand loyalty

3.27

1.332

There is no other products like ours in the market

3.05

1.431

Premium for our unique product

2.98

1.343

Other companies imitating our products

3.47

1.478

Revenue growth through our unique products

2.85

1.143

Wide array of unique products

4.36

1.244

4.5.2 Regression analysis between Diversification and Competitive Advantage
Table 4.15: Model Summary on Diversification and Competitive Advantage
Change Statistics
Adjusted Std. Error R
R
R
of
the Square
Model R
Square Square Estimate Change F Change df1
a
1
.689
.678
.675
.16346
.678
1183.956 10
Dependent Variable (Competitive Advantage)

Sig

F

df2

change

74

.000

A regression analysis was done between variables of diversification and competitive
advantage as shown in table 4.15. On analysis, the R square value was 0.678 and a p-

40

value of (0.000) was significant. This means that 67.8% of the variation in competitive
advantage was caused by the variation in the diversification.
4.5.3 Coefficient of Diversification and Competitive Advantage
A Linear was done between competitive advantages (dependent variable) against other
factors of diversification. The results of the regression coefficients, t-statistics, standard
errors of the estimates and p values are shown in table 4.16.
Table 4.16: Coefficient of Diversification and Competitive Advantage
Unstandardized

Standardized

Coefficients

Coefficients

B
.234
.041

Std.
Error
.165
.032

Increased income through unique .320

Model
1 (Constant)
High quality unique products

Beta
.031

t
Sig.
1.865 .032
1.082 .040

.065

.218

4.256

.000

product
Creates value for consumers

.498

.049

.197

4.320

.000

Compete in areas other than price

.289

.057

.234

4.589

.000

created brand loyalty

.482

.062

.461

6.491

.000

There is no other products like ours in .207

.044

.204

4.857

.000

.189

.058

.285

2.652

.027

our .190

.063

.126

4.720

.000

Revenue growth through our unique .096

.062

.127

1.862

.045

.054

.423

7.549

.000

the market
Premium for our unique product
Other

companies

imitating

products

products
Wide array of unique products

.389

When organizational competitive advantage was predicted on differentiating products
(Constant p value=0.032), high quality unique products compared to other firms
(Beta=.031, pvalue=.040), increased income through our unique product (Beta=.218,
pvalue= 0.000), Unique products creates value for consumers (Beta=.197, pvalue=
0.000), unique product enable to compete in areas other than price (Beta=.234, pvalue=
41

0.000),created brand loyalty among customers through exclusive products (Beta=.461,
pvalue= 0.000), There is no other products in the market (Beta=.204, pvalue= 0.000), we
charge a premium for our unique product Beta=.027, pvalue= 0.000), concern about other
companies imitating our products (Beta=.126, pvalue= 0.000), increased revenue growth
through our unique products (Beta=.127, pvalue= 0.045),provide customers with a wide
array of unique products (Beta=.423, pvalue= 0.000).
This implied that when firms offer high quality unique products they are able to increase
income, creates value, created brand loyalty through diversification increases the
competitive advantage enjoyed. In addition, they are able compete in areas other than
price and charge a premium for the unique product they are able to enjoy revenue growth
which all significantly affect the competitiveness of the firms.
4.6 Chapter Summary
This chapter presented the findings of the study based on the data analyzed. This section
was subdivided into four section with the first portion analyzing the general demography
of the study population, the second, third and fourth sections looked at the specific
research questions which were: to establish how cost advantages affect competitive
advantage in fast food restaurants in Nairobi, to establish how differentiating products
affect competitive advantage in fast food restaurants in Nairobi, and to establish how
diversification affects competitive advantage in fast food restaurants in Nairobi. The next
chapter will look at the discussion, conclusions and recommendations based on this
finding of this study.
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CHAPTER FIVE
5.0 DISCUSSION, CONCLUSIONS AND RECOMMENDATIONS
5.1 Introduction
This chapter will give a brief and offer full discussion of the results of this study as well
as its relevance compared to other related literature. This chapter looks how cost
advantages affect competitive advantage in fast food restaurants in Nairobi, how
differentiating products affect competitive advantage in fast food restaurants in Nairobi
and how diversification affects competitive advantage in fast food restaurants in Nairobi.
5.2 Summary
The main purpose of this study was to establish effects of strategic responses on
competitive advantage of fast foods restaurants and to realize this; three research
objectives guided the process. These were how cost advantages affect competitive
advantage in fast food restaurants in Nairobi, how differentiating products affect
competitive advantage in fast food restaurants in Nairobi, and how diversification affects
competitive advantage in fast food restaurants in Nairobi. To attain this objective a
descriptive research design was adopted.
The total population of this study comprised of all employees in the 80 fast food
restaurants in Nairobi. A total census was done and out of the distributed 80
questionnaires, only 75 were filled and returned. Data was collected using well-structured
questionnaire, using SPSS a regression analysis was carried out between the dependent
variable (competitive advantage) and all other variables (cost advantages, differentiating
and diversification). An ANOVA analysis was used to establish the differences in means
between the various variables.
To analyze how cost advantages affect competitive advantage the study confirmed that
the variables with the highest means were low cost products of acceptable quality with a
mean of 4.28. The variable the business has managed to reduce overhead costs over time
followed with a mean of 4.23 Low prices affect organizations profit margins had a mean
of 4.12. Therefore, most respondents agreed that they offer low cost products of
acceptable quality and the business has managed to reduce overhead costs over time.
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They also agreed that low prices affect organizations profit margins. A Pearson
correlation done between competitive advantages (dependent variable) against other
factors of cost advantage revealed a positive and significant relationship. A regression
analysis was done between variables of cost advantage and profitability of SMEs. On
analysis, the R square value was 0.960 and a p-value of (0.000) was significant. This
means that 96% of the variation in in competitive advantage was caused by the variation
in the cost advantage in fast food restaurants. From the analysis, all the variables had a
significant positive impact on organizational competitive advantage.
To analyze how differentiating products affect competitive advantage the variables with
the highest means included; Firms offering unique products creates value for consumer
and this had a mean of (4.29), firms offer high quality unique products compared to other
firms had a mean of (4.22), firms are concerned about other companies imitating our
products followed with a mean of (4.19).This means that the respondents agreed with the
statements. A regression analysis was done between differentiating products, competitive
advantage the R square value was 0.675, and a p-value of (0.000) was significant. This
means that 67.5% of the variation in competitive advantage was caused by the variation
in differentiating Products. From the analysis, all the differentiating products variables
had a significant positive effect on competitive advantage except the variable increased
income through unique product (Beta=-.219).
To analyze how diversification affects competitive advantage in fast food restaurants in
Nairobi, the descriptive statistic the variables with the highest mean were: The firm has
the necessary skills to introduce new products (4.36), new products influence earning in
the industry (3.89), new products increase customer attention towards our products (3.75)
and introduction of new products influence market share in the industry (3.64), business
creates brand loyalty by introducing new products (3.05). This means that the respondents
agreed that the firm has the necessary skills to introduce new products, while they neither
agreed nor disagreed that new products influence earning in the industry and increase
customer attention towards the products. There was also an in difference that introduction
of new products influence market share in the industry and whether the business creates
brand loyalty by introducing new products. A regression analysis was done between
variables of diversification and competitive advantage and on analysis, the adjusted R
square value was 0.678 and a p-value of (0.000) was significant. This means that 67.8%
of the variation in competitive advantage was caused by the variation in the
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diversification. This implied that when firms offer high quality unique products they are
able to increase income, creates value, created brand loyalty through diversification
increases the competitive advantage enjoyed. In addition, they are able compete in areas
other than price and charge a premium for the unique product they are able to enjoy
revenue growth which all significantly affect the competitiveness of the firms.
5.3 Discussion
5.3.1 Cost Advantages Affect Competitive Advantage
On analysis, the study established that most of the respondents agreed that they have
increased profits by reducing costs and this had a mean of 4.09. Same findings are
paramount and according to Aulakh et al. (2000), a company pursuing a cost-management
method tries to benefit by lowering its monetary expenses beneath its competition.
According to similar findings by Allen and Helms (2001) Differential low-cost access to
factors of production may generate cost differences among companies producing
comparable products in an industry. Aspects of production are any contributions used by
a firm in directing its commercial activities. They include labour, capital, raw materials,
and land therefore resulting into high profit margins.
Most of the respondents agreed to have managed to reduce overhead costs over time and
according to findings by Banker, Mashruwala and Tripathy (2014), for firms being the
low-cost manufacturer in an enterprise affords a few attractive defenses towards the
market forces. Chesbrough and Rosenbloom (2002) established that the low-value agency
is best placed to compete offensively on the idea of pricing, to guard against price warfare
situations and to use the appeal of a decreased price to win income customers from rivals,
and to earn extra based on bigger profit margins or extra sales volume in markets wherein
price competition prospers.
Most of the respondents were uncertain if low cost in the industry had minimized the
number of new firms entering the industry. This in line with Aulakh et al (2000) in his
research he established that if several firms in an industry may apply cost-leadership
techniques effectively, or if no companies face a price drop in imitating a cost-leadership
approach, then being a cost chief does not generate a sustained competitive advantage for
a company. Similarly Mwangi (2010) findings established that the ability of a precious
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cost-management technique to generate a sustained competitive advantage depends on
that strategy being rare and expensive to imitate.
The study also revealed that most of the respondents were uncertain that they achieve low
cost through bulk purchases. This could be as a result of the firms operating in the food
industry which is very sensitive and exposed to risks such as perishing of the goods. This
contradict the general notion in other sectors for instance Aulakh et al. (2000) study
established that firms are able to receive economies of scale when it has a high degree of
production, it may purchase, and use specialized production tools that cannot be utilized
in operation in small corporations.
Most of the respondents were uncertain about cost reduction leading to a benefit from
economies of scale and this is in line with the findings by DeSilva, Elliot, and Simmons
(2013) who also established that there is a high quantity of production may additionally
allow a company to build large production operations and such huge-volume corporations
may be capable of result into decreased unit cost production operations and will have
lower costs of production on average. Extent of production and personnel specialization
also is a determinant of economies of scale. Excessive volumes of production also are
related to excessive ranges of worker specialization, a company with high volumes of
manufacturing can unfold its overheads expenditures with extra units produced.
Majority of the respondents also admited to offering low cost products of acceptable
quality to its customers, this ensures that customers are able to buy the products hence the
firm making revenues. According to Mura (2011), business enterprise that decides to
observe a cost leadership approach has the objective of being able to recognize its
offer at lowest viable prices and such competitive advantage of a cost leader is
executed by performing essential price chain functions that decrease costs than
competitors (Porter, 1985). Such approach strives to deliver a preferred, no-frills, highvolume product at the maximum competitive cost to customers.
Majority also agreed that low prices affect organizations profit margin and Alizadeh
(2014) explains that a low-price competitive technique has its drawbacks. Technological
breakthroughs can open up fee reductions for rivals that nullify a low-price producer's
past investments and gains. Rival firms can also find it smooth and/ or inexpensive to
imitate the chief's low-price techniques, therefore making any benefit short lived.
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5.3.2 Differentiating Products Affect Competitive Advantage
Majority of the respondents agreed that they offer high quality unique products compared
to other firms and that such venture creates value for consumers. Similar findings have
been expressed in previous studies and According to Nolega, Oloko, Sakataka and Oteki
(2015), there are but several techniques that commercial enterprise companies practice so
one can expect product differentiation in the marketplace. On the other hand, suppliers
create loyalty with clients who notice their precise product. This differentiation takes a
big investment in time (to show the reliability and pleasant of a product) and money (on
branding, advertising, packaging) and therefore represents a massive barrier for any new
entrant to triumph over. He similarly states that agencies have tried to triumph over this
barrier to access with the aid of using the loyalty to the brand of a product in a single
marketplace to go into a one-of-a-kind marketplace.
The study also raised concern by the respondents about other companies imitating our
products and similar conclusions were drawn by Nolega, et al, (2015) who identified that
to achieve aggressive advantage in the marketplace, it is always important that firms
pursue techniques that are tough for competition to copy. Product differentiation provides
corporations with the opportunity to lead them to greater aggressive and effective. A
number of the strategies that most agencies observe on the way to achieve product
differentiation are as through: by means of exploiting the profits of differentiation
businesses by investments on attributes for customers. Additionally, Ertekin and Aydin
(2010) stated that if an organization with scarce assets is able to create value and its
resources can’t be imitated either via its competitors, or replaced by means of different
sources, then such an agency has monopoly position and therefore condition necessary for
reaching sustainable competitive benefit and the earn extra profits.
The findings revealed that most of the respondents neither agreed nor disagreed to charge
a premium for our unique product additionally many agreed that the business was able to
compete in areas other than price. These findings were in line with Shammot (2011) who
highlighted in his study that in catering for the consumer’s desires, quality of the products
and services has become to be a main differentiating component amongst products. As a
result, customers are willing to pay more for merchandise that cater to their preferences,
taste, fashion, want or expression, and businesses on the other hand want to make
selections with regards to many factors in order to attain the competitive advantage.
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Similarly, Joy, Iyiola and Ibidunni (2013) highlighted in their study that international
competition has brought approximately technological adjustments whereby clients are
traumatic for advanced quality products/offerings with lower charges. Greater so, this
multiplied rate of global competition has delivered approximately reduction in product
life cycle.
There was uncertainty on the firms providing customers with a wide array of unique
products and this could be as a result of the general nature of the fast food sector, this
findings were in line with those of Daniel and Reitsperger (1991) who identified that even
though product quality may have large effects on its demand and consumer’s wellbeing,
product quality is recognized as a strategic organizational precedence and a crucial detail
of competition in a wide range of markets and industries. Strategic recognition on quality
is extensively considered as a fundamental factor of manufacturing approach in many
companies. This is likely to result in improvements in product demanded thereby
facilitating the constructing and maintenance of competitive role.
The findings revealed uncertainty in the firms creating a brand loyalty among its
customers through the exclusive products, or increasing revenue growth through unique
products and this could be as a result, of differentiation strategy having no guarantees that
differentiation will produce a meaningful aggressive gain. According to Matsa (2009), if
buyers see little value in specialty then low-value approach can without difficulty defeat a
differentiation approach. In addition, Joy, Iyiola and Ibidunni (2013) say differentiation
may be defeated from the outset if competition can quick copy the differentiating
technique applied. Thus, such imitations may eat up the actual differentiation benefits
because competing manufacturers keep converting in like ways no matter the continued
efforts to create specialty. Consequently, to achieve success at differentiation, a firm
ought to hunt down durable sources of specialty that cannot be quickly or cheaply
imitated.
5.3.3 Diversification Affects Competitive Advantage
From the findings, there was uncertainty about the organization creating new products in
the market and whether introduction of new products influence market share in the
industry. This is a trend in small markets and previous studies such as Silva (2005),
related diversification is the most common distinction between the different types of
diversification and made with regard to how close the arena of diversification is to the
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field of the prevailing business activities. Mostly small trades use this type of
diversification because it is less risky. In the majority of cases, it does not need big
savings and owners feel more secure because they know the opportunities and threats in
the field of their main business activities.
Majority agreed that the firm has the necessary skills to introduce new products and this
is consistent with Porter (2004), it is necessary that this create a scenario wherein the
business enterprise can perform with a unique set of activities not easily replicated by
others. Porter states that the strategic positioning arises from special resources, regularly
overlapped, highlighting the positioning based totally on the needs, which includes better
assembly through an incorporated set of activities. Diversification is a strategy that guides
a company into fresh marketplaces with new products or services. Corporations may
select a diversification strategy for different reasons. Firstly, the firms may want to
generate and take advantage of economies of opportunity, in which the firm attempts to
exploit its resources and skills in other areas. This can be the situation if corporations
have not fully utilized funds or skills (Yamoah & Kanyandekwe, 2014).
Majority also disagreed with the fact that the firm has minimized substitute in the industry
through creating new products. According to Palich et al., (2000) One of the advantages
of product diversification, which may be outstanding, is the truth that groups, which
diversify into different product markets, might also prompt clients to shop for new
merchandise from the organizations). A way, in which an enterprise reaches these desires,
is the reality that personnel, but also the control, increase strategies to highlight the
opposite industries in which the business enterprise operates. Other advantages are put
forward by Berger et al. (1995), he suggests that product diversification has distinct costenhancing consequences and He states: “The potential benefits of operating specific lines
of business inside one company encompass extra running efficiency, much less incentive
to forego effective internet gift value tasks, more debt capability, and decrease taxes.
The study revealed that introduction of new products does not expose the company to
risks and Tachizawa and Rezende (2000) confirmed that companies may diversify to
spread their risks across several industries and the acquiring institute may have
management talent, financial and technical resources, or marketing skills that it can apply
to a weaker one in any other industry in the hope of making it highly profitable.
According to Ries and Trout (2009), the safest regions into which a commercial
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enterprise can diversify are carefully associated with what it already does, so there may
be initial knowledge of infrastructure required. Yamoah and Kanyandekwe (2014), a big
percent of business innovation happens in smaller groups which are tightly focused on
some technological or commercial enterprise desires. If these organizations diversify too
extensively, this will reduce their consciousness, increase their bureaucratic inertia and
decrease their capability to respond speedy and creatively to marketplace modifications.
5.4 Conclusion
5.4.1 Effects of Cost Advantages on Competitive Advantage
This study revealed that most firms offer low cost products of acceptable quality and the
various fast food restaurants have managed to reduce overhead costs over time.
Additionally offering very low priced products affect organizations profit margins. It is
however, issue concerning restaurant having a lowest cost management compared to
competitors and achieve low cost through bulk purchases are not clear. While it is
believed that lower prices attract low-income consumers when it comes to issue of fast
food the notion changes. This may be because of the mentality that low priced foodstuff
are of “poor” quality. Another issue that arises is limited concern about market share and
economies of scale.
5.4.2 Effects Differentiating Products on Competitive Advantage
Just like in any other industry in the fast food restaurants offer unique products creating
value for consumer, additionally, customers are concerned about the high quality of the
unique products offered in the firm. Fast food establishments are concerned about other
firms offering similar products. There are limited opportunities for fast foods to
differentiate their products.
5.4.3 Effects Diversification on Competitive Advantage
Based on the findings is apparent that Fast food restaurants have all the necessary skills to
introduce new products although this has minimal influence the earning in the industry. It
is also revealed that new products in the industry does not necessarily mean an increase
customer attention towards the products. The study also established that introduction of
new products does not in any way determine the market share in the industry.
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5.5 Recommendation
5.5.1 Recommendation for improvement
5.5.1.1 Cost Advantages on Competitive Advantage
This study recommends that as far as cost saving is a form of competitive advantage the
fat food restaurants need to not only focus on being a lowest cost management compared
to competitors but also have in mind the fact that their customers not only value low
prices but are concerned in the quality of products offered.
5.5.1.2 Differentiating Products and Competitive Advantage
The study recommend due to changes that are taking place in customers taste and
preference, fast food restaurant to should continue to differentiate their products. Through
this they will be able to compete in other areas other than price, able to focus on quality
and create brand image hence creating customer loyalty and achieving a competitive
advantage
5.5.1.3 Diversification and Competitive Advantage
Fast food restaurant should create brand loyalty for new products. Through this, they will
be able enhance customers perception about their products, increase their profit and create
value for customers. Customers will also be able to recommend other customers to their
restaurant.
5.5.1 Recommendations for Further Studies
This study only looked at three factors, cost, product differentiation and diversification.
Further studies to should be done reveal other effects of strategic response on competitive
advantage of fast food restaurants in Nairobi
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APPENDICES
APPENDIX I: INTRODUCTION LETTER
CAROL MUCHOKI
USIU-A,
P.O BOX 14634-00800, NAIROBI
27th September 2016
Dear Sir/Madam,

RE: REQUEST FOR YOUR PARTICIPATION IN MY RESEARCH PROJECT

I am a graduate student at United States international university (USIU) doing a study to
establish effects of strategic responses on competitive advantage of fast foods restaurants.
The study is meant for academic purpose only and to enable me write an academic report
as a part of the requirement in masters of business administration (MBA). I have chosen
to do my research in your firm and I hereby kindly request for your permission to carry
out the research. Please take time to fill the questionnaire, which will take only a few
minutes of your time.
Thanks in advance.
Yours Sincerely,

Carol Muchoki
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APPENDIX II: QUESTIONAIRE
Section A;

Background Examination

Please Tick where appropriate [√]
1. Indicate your Level of Education
High school [ ]

Certificate [ ]

Diploma [ ]

Degree [ ]

Post Graduate [ ]

2. How long have you worked in this organization
Less than 1 years

[ ]

1 to 3 years

Between 4 to 7 years [ ]

above 8 year

[ ]
[ ]

3. How long has this organization been in existence?
Less than 2 years [ ] 3 to 5 years [ ]

7 to 10 years [ ]

above 10 year [ ]

4. How many employees does the organization have?
5-10

[ ]

11-15

[ ]

5. How is your restaurant owned?
Sole proprietorship [ ]
Partnership

[ ]

Limited company

[ ]

Family business

[ ]

59

Above 15

[ ]

Section B: Cost Advantages
Using a scale of one to five rate the following statements about Cost Advantage by
ticking the appropriate space provided.
with 1(Greatly disagree), 2 (disagree), 3( neutral), 4(agree) and 5(Greatly Agree)
1
6.

We have increased profits by reducing costs

7

Our restaurant has lowest cost management compared to

2

3

4

5

competitors
8

We have managed to reduce overhead costs over time

9

We achieve low cost through bulk purchases

10

lower prices attract low-income consumers

11

We offer low cost products of acceptable quality

12

low prices affect organizations profit margins

13

Our low cost in the industry has minimized the number of new
firms entering the industry

14

Our affordable prices has an influence on market share

15

Cost reduction has led to a benefit from economies of scale

16. What other factors influences cost advantage in your organization
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………

Section C: Differentiating Products
Using a scale of one to five to rate the following statements about Product differentiation
by ticking the appropriate space provided.
with 1(Greatly disagree), 2 (disagree), 3( neutral), 4(agree) and 5(Greatly Agree)
1
17

We offer high quality unique products compared to other firms
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2

3

4

5

18

We have increased income through our unique product

19

Our unique products creates value for consumers

20

22

Through our unique product the business is able to compete in
areas other than price
We have created brand loyalty among our customers through
our exclusive products
There is no other products like ours in the market

23

We charge a premium for our unique product

24

We are concerned about other companies imitating our
products
We have increased revenue growth through our unique
products
We provide our customers with a wide array of unique
products

21

25
26

27. What other factors influences differentiation of products in your organization
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
Section D: Diversification Strategy
Using a scale of one to five to rate, the following statements about Product diversification
by ticking the appropriate space provided.
1(Greatly disagree), 2 (disagree), 3(neutral), 4(agree) and 5(Greatly Agree)
1
29

Our organization has created new products in the market

30

Introduction of new products influence market share in the
industry

31

New products influence earning in the industry

32

New products increase customer attention towards our
products
New products enables easy penetration into new markets

33
34
35

The business creates brand loyalty by introducing new
products
The firm has minimized substitute in the industry through
creating new products
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2

3

4

5

36

The business is able to charge a premium for new product

37

Introduction of new products exposes the company to risks

38

The firm has the necessary skills to introduce new products

39. What other factors influences diversification strategy in your organization
………………………………………………………………………………………………
………………………………………………………………………………………………
………………………………………………………………………………………………
SECTION E: Competitive Advantage
Using a scale of one to five rate, the following statements about competitive advantage
applied by ticking the appropriate space provided.
With 1(greatly disagree), 2 (disagree), 3(neutral), 4(agree) and 5(greatly agree)
1
40
vigorous pursuit of cost reductions influence our profitability
41

focus on providing outstanding customer service influences our
sales volume

42

Controlling quality of products/services influences our stock
turnover

43

Our brand name influences the market share we command

44

We have a bigger market share than competitors in the industry
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2

3

4

5

APPENDIX III: SAMPLE FRAME

63

64

