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ABSTRACT

The study objective was to comparatively determine the influence of corporate cost leadership
strategies on the organizational performance of Airtel and Safaricom. The study applied
guantitative approach, used positivism paradigm, and adopted correlational research design. The
target population was 235 managerial staff of Safaricom and Airtel and used a census approach.
The data was collected using questionnaires and secondary data collection sheets for the period
2013 to 2022. Descriptive statistics and multiple regression analysis were used to analyze the
data. Tables and figures were used in the presentation of the data. From the correlation analysis,
corporate cost leadership strategies (r=0.283, p<0.05) were established to be positively
correlated to performance of mobile service providers in Kenya. The study concluded that cost
leadership strategies aid in optimizing costs, offering competitive prices based on customer
numbers, and diligently curtailing operating expenses and thus affecting performance of mobile
service providers. The study recommends that mobile service providers continually refine
operational efficiency. Regular evaluations of processes can uncover inefficiencies that, when
streamlined, lead to significant cost reductions.
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1.0 Introduction

The globe is becoming a global village thanks to the continuous development of newer technology,
which embraces the internet and other cutting-edge electronic equipment (Liton& Saleh, 2017).
Internet and mobile communication are essential for fostering the idea of the “global village"
(Edquist et al., 2018). As a result, mobile service providers are putting innovative strategies into
practice to reach every person on the planet in a way that is both lucrative and beneficial
(Burhanuddin et al., 2018). However, mobile service providers face several performance
challenges in both developed and developing countries. These challenges can vary depending on
factors such as market saturation, regulatory environments, and technological advancements. One
of the most significant challenges facing mobile service providers is network congestion. As more
people use mobile devices to access the internet and stream content, networks can become
congested, resulting in slow speeds and dropped connections. This is particularly true in densely
populated areas, where the number of users can overwhelm the capacity of the network. In
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response to this challenge, mobile service providers have invested heavily in upgrading their
networks to support higher data volumes and faster speeds. For example, in 2019, AT&T
announced plans to invest $23 billion in it’s network to support 5G technology and meet growing
demand for mobile data (AT&T, 2019).

Mobile service providers are also faced with the need to keep up with evolving technology. Mobile
devices and network infrastructure are constantly evolving, and providers must invest in research
and development to stay ahead of the curve. For example, the rollout of 5G technology is a major
challenge for mobile service providers, requiring significant investment in infrastructure and
network upgrades. In addition, the increasing use of loT devices and the need for seamless
connectivity across different types of devices pose significant challenges for mobile service
providers (GSMA, 2019). Another worrying trend in the mobile service provider industry is the
increasing consolidation of the market whereby in many countries, a small number of providers
dominate the market, which can lead to higher prices and reduced competition. For example, in
the US, the four largest mobile service providers (AT&T, Verizon, T-Mobile, and Sprint) control
over 95% of the market (FCC, 2019).

In developing countries, mobile service providers face additional challenges related to
infrastructure and regulatory environments. For example, many developing countries have limited
network infrastructure, which can make it difficult for providers to offer reliable service. In
addition, regulatory environments in some developing countries can be complex and challenging,
with high taxes and fees and stringent regulations on spectrum allocation and network deployment
(World Bank, 2020). To address these challenges, mobile service providers need to adopt proper
competitive strategies. This includes investing in network infrastructure and upgrading technology
to support higher data volumes and faster speeds. Providers also need to focus on developing
innovative services and pricing models to differentiate themselves from competitors. In addition,
governments can play a role in promoting competition by enacting policies that encourage
investment and innovation and reduce barriers to entry for new providers (OECD, 2019).

Pressure from rising service prices and worries about service quality causing mobile service
providers to look for competitive methods that will boost their overall performance (Joe, 2016).
In order to assure high access rates, these mobile service providers are carefully implementing
competitive strategies (Ghebregiorgis & Mihreteab, 2018). Strategic management entails
conceiving, implementing, and evaluating decisions from all sectors of an organization that help
the firm achieve it’s goals (Owich, Katuse, & Ngari, 2018). In unstable conditions, an
organization's capacity to swiftly and successfully execute new strategies might make the
difference between success and failure. Strategy implementation has a considerable impact on
organizational performance, according to previous practical experiences and scientific works
(Hrebiniak & Joyce, 2017; Li, Gouhui & Eppler, 2014). However, the literature of previous
scholarly research shows that strategy implementation in most businesses fails at a high rate
around the world. Strategy implementation, according to Pearce (2019), is simply putting the
recommended strategy into action to achieve organizational goals and objectives. Organizations
typically devote most of their time and resources to developing strategic plans without considering
the means and circumstances. An imperfect plan that is well implemented will be more effective
than one that is implemented incorrectly.

Each of these strategies, according to Porter (2010), calls on a company to pinpoint growing
markets, strive for operational effectiveness, and constantly raise the calibre of it’s goods and
services. The long-term course of the company and it’s existence is determined by the continual
assessment of these performance indicators and their management. To attain and sustain
competitiveness in the Kenyan telecommunications sector, continual assessment of the key
performance indicators is just as crucial as the process of developing and implementing strategies.
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Because these are the often-employed Porter strategies as the main competitive strategies. The
corporate cost leadership approach describes efforts made by businesses to gain a competitive
edge by lowering costs across the board (Achieng & Ngala, 2019). Demand for a higher price than
your rivals to cover the enormous expenses of being unique or unusual. The company must also
weigh the advantages and expenses of it’s offerings. The company focuses on supplying high-
quality goods and services while lowering consumer costs to gain a competitive edge, increasing
market demand through offers and promotions, and improving delivery and accessibility (Panwar
et al., 2016).

According to Karabulut (2015), corporate cost leadership influences company performance
through generating economies of scale, developing creative cost-saving hotel designs,
successfully lowering operational costs, and upholding strict cost control throughout all corporate
activities. Other cost-cutting tactics include undercutting competitors' prices, maintaining a
constant emphasis on the lowest cost per unit, making significant investments in technology-based
systems, gaining economies of scale through mergers or consolidation, outsourcing tasks, and
creating joint ventures. These are the main priorities for businesses pursuing a corporate cost
leadership strategy (Porter, 1980). Using a differentiation strategy, a business seeks to create and
promote distinctive services and goods for various consumer categories (Msinga, et al., 2018).
Companies employ differentiation strategy to forge a distinctive character in a particular market.
It may also be described as the act of placing a good or service in a way that makes it possible to
set it apart from the competitors and create an image that stands out. Once more, differentiation
concentrates on creating a unique product or the idea of a unique service for which buyers are
willing to pay a premium (Makadina, 2019). A company should try to create and increase
resources that support customer service, quality, and/or innovation if it wants to stand out. By
increasing shareholder value, diversification boosts a company's success. Focus practices imply
offering top-notch service to a relatively limited segment of the population.

According to Muraguri (2018), a differentiation strategy may be built on developing distinctive
product images while simultaneously building consumer loyalty by developing goods that are
inventive, dependable, durable, and serviceable. According to Porter (2010), customers' opinions
will always decide whether or not there is product differentiation, but companies may use various
tactics to shift their perceptions. This implies that products and services may be differentiated in
a variety of ways, including via the use of after-sales services such as quality consideration,
incentive programs, extended working hours, and so on (Block et al., 2015). By increasing
shareholder value, diversification enhances a company's performance. Focus practices involve
offering superior service to a relatively small number of customers or segments of the population
(Alexy et al., 2018). This might serve as a catch-all category for businesses that do not enjoy any
sort of cost advantage and do not command premium prices for their products.

A concentration of organizational efforts on a certain market segment might go along with either
of these two strategies (Mohamed and Gichinga, 2018). Theoretically, some issues with pure
strategies are what drive the arguments for the adoption of hybrid methods (Gure & Karugu,
2018). Therefore, hybrid tactics could better meet client demands. In focus strategies, one market
sector will be the focus of the company. In this instance, a certain consumer segment, product,
geographic area, or service would be the focus of attention (Porter, 1987). These should be distinct
groups with distinct needs. Depending on the demands of the targeted market segment and the
firm's resources and expertise, low price or distinctive products/services should be supplied.
According to Karuga, Gichunge, and Kirimi (2021), the focus practices should target a limited
pool of potential customers in a small market while striving to service a specialized market at the
lowest feasible cost (Karuga et al., 2021; Chelanga et al, 2017).
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In Kenya, other network mobile service providers in Kenya attempted to overtake Safaricom by
formulating a variety of strategies, such as offering free calls, free internet bundles, and free
messages across the networks with no avail. However, there has been a pronounced rise in mobile
phone networks in poor nations since 2013, particularly in Kenya, where the majority of people
own smartphones. Due to this, mobile service provider companies were grouped into tiers
(Chesula & Kilika, 2020). In Kenya, Tier 1 operators are companies like Airtel, Telkom and
Safaricom PLC that operate their own networks, host their own phone numbers, and offer internet
and voice services (Lodge, 2016). Operators classified as Tier 2, Tier 3, and Tier 4 run their own
numbering systems and may even have partial network ownership. However, in order to
adequately disseminate their services, they often require the assistance of a higher tier network
provider.

Tier O operators distinguish themselves by building their own systems to manage customers and
adopting technical innovation to avoid getting network access from other service providers to
support their own. They do, however, rely largely on Tier 1 to Tier 4 operators to provide services.
Tier 1 players have grown significantly. Safaricom's mobile subscriber base increased slightly to
29.5 million in the first quarter of the 2016-2017 fiscal year, but the company lost market share,
ending the quarter with 69.1 percent of the market, compared to 71.9 percent for Airtel, which
saw an increase in it’s mobile subscriber base and ended the quarter with 7.3 million subscribers
and a 17.2 percent market share, up from 14.9 percent the previous quarter (Mohamed & Atheru,
2017). Telkom Kenya, like Airtel, witnessed an increase in it’s client base. This expansion was
fueled by the rebranding strategy, which intensified marketing activities. As at December 2022,
Safaricom remained the dominant player with 43 million subscribers, Airtel Kenya 18 million and
Telkom 3 million. Safaricom commands 64 percent market share on mobile data, 70.4 percent on
voice traffic and 37 percent on fixed data market (CA, 2023)

Maintaining the performance from these mobile service providers in the current, fiercely
competitive business climate is getting increasingly difficult (Hajar et al., 2022). It is becoming
more crucial for these providers to guarantee they deliver expected performance as they work to
fulfill the shifting demands and rising expectations of consumers for the success and survival of
their operations (Ullah et al., 2019). Additionally, theories like the Resource Based View theory
have demonstrated that the use of unique strategic competitive tactics leads to performance
(Chepng'etich & Kimencu, 2004). According to Porter's general framework, businesses who
employ any of these competitive tactics are predicted to get a competitive edge that will help them
beat rivals in their sector. However, a corporation must make a clear decision on which strategy
to use in order to surpass it’s rivals (Porter, 1996).

The mobile phone industry is a new industry that is rapidly expanding. Technological innovation,
liberalization of the telecommunications sector, and rising consumer demand for communication
have all contributed to the growth of Kenya's mobile phone industry. Markets that were once
distinct, discrete, and vertical have merged over their previous borders, resulting in huge capital
investment, much of it from private sector actors (CA 2019). As a result, new markets, players,
and difficulties have emerged leading to more rivalry, which necessitates higher levels of
consumer satisfaction. The mobile industry in Kenya has risen significantly in recent years,
beating other sectors of the Kenyan economy with an annual growth rate of around 20% (World
Bank Economic Update, 2019). However, the industry is very competitive in terms of mobile
businesses’ competitive strategy (Al Shula, 2021). This is evident by frequent media
advertisements touting competitive methods such as lower costs and a wider range of product
offerings, all in an attempt to entice more members. Despite the fact that the two largest service
providers, Airtel Kenya and Safaricom, offer identical products and services, their pricing, offers,
and advertising techniques are vastly different.
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Safaricom and Airtel Kenya are contrasted in terms of ownership, sector, services supplied, and
tactics adopted. Both companies are equivalent in that they advertise, provide comparable
services, and operate in the same sector. Both companies provide a variety of corporate services,
including data and voice. In response to rising competition, both firms have extended their
activities to include selling mobile phone devices in shops and working with other businesses to
provide other services such as insurance. With the absence of brand names, both organizations
have made major infrastructure investments in mobile money, and the businesses are operated
identically. Because they operate in the same business, the firms are both supervised by the
Communication Authority of Kenya (2023) and are subject to the same legislation.

However, the companies are quite different in a variety of respects. Safaricom is a publicly listed
corporation, and information about it’s ownership is accessible on the Nairobi Securities
Exchange. As a consequence, in addition to the Communication Authority (2923), the Nairobi
Securities Exchange and Capital Markets Authority regulates the business. Bharti Airtel, on the
other hand, owns the private business Airtel Kenya (an Indian firm). As a consequence, Airtel is
projected to be more flexible than Safaricom since it is subject to less regulation. The market
shares of the firms vary as well, with Safaricom leading the mobile telecommunications industry.
Despite the fact that the two businesses entered the market three years apart, the approach they
picked may be blamed for the speed with which they grabbed market share. Safaricom developed
products and services for the general market, whilst Airtel (formerly Kencel) catered to the upper
crust. Airtel's ownership shifted throughout time, but it’s effect on both businesses' market shares
remained.

Yet, Safaricom continues to dominate the business with a market share of approximately 67.1
percent (CA, 2018). Other industry competitors, such as Airtel and Telkom, have been battling to
improve their market share, with 10.8 percent and 20.2 percent market shares, respectively, at the
end of 2018. As of the fourth quarter of 2020, Safaricom PLC has a 63.6 percent share of the
Kenyan mobile communication market. As of the same year, Airtel Kenya Limited has 27.2
percent of all mobile subscribers, making it the country's second largest carrier. Telkom is the
third service provider with approximately 10 percent market share (CA, 2021). Further, Safaricom
is the dominant mobile financial services provider with Mpesa having 30.1 million subscribers,
Airtel money 310,359 subscribers, and Telkom 13,999 subscribers. On the other hand, in terms of
transceivers 4G, Safaricom has 20,300 4G transceivers, Airtel 3,145 4G transceivers and Telkom
1,746 4G transceivers (CA, 2021).

As at December 2022, Safaricom remained the dominant player with 43 million subscribers, Airtel
Kenya 18 million and Telkom 3 million. Safaricom commands 64 percent market share on mobile
data, 70.4 percent on voice traffic and 37 percent on fixed data market (CA, 2023). As December
2022, Mpesa subscriptions were 96.8 percent compared to Airtel and Telkom at 3.1 percent and
0.1 percent respectively (CA, 2023).

Safaricom has consistently developed and implemented ways to keep the company ahead of the
curve in terms of competition. Airtel has responded by implementing techniques such as
outsourcing to get a competitive advantage in the industry. One reason Safaricom maintains it’s
competitive edge is it’s outstanding technology, solid management, scale economies and long-
term client relationships (Kinuthia, 2014). In the year 2020, Airtel's net loss from it’s voice and
data operations increased by 55%, translating to Sh4.45 billion, with a Ksh 46.93 billion
insolvency gap between assets and liabilities, while other firms, like airtel, have continued to
announce losses year after year (Alushula, 2021). In 2022, Safaricom profit was KES 67.5 billion
representing a year-to-year growth of 5.4 percent (Safaricom, 2022). There are questions about
how mobile telecommunications firms operate and function and make profits for example in 2013
Safaricom had a net profit of Sh74.6 billion.
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1.2 Research Objective

I.  To compare the influence of corporate cost leadership strategies on the Organizational
performance of Safaricom PLC and Airtel (K) Ltd mobile service providers in Kenya.

1.3 Research Hypotheses

Hoi: Corporate cost leadership strategies do not have statistically significant influence on
organizational performance of Safaricom PLC and Airtel (K) Ltd mobile service providers
in Kenya.

2.0 Literature Review
2.1 Theoretical Review

The study adopted Porter Generic Strategies model. In 1980, Michael Porter provided an overview
of Porter's generic strategy model, which explains how an organization may gain a competitive
edge over the range of it’s chosen markets (Porter, 1998). There are four generic approaches: cost
reduction, differentiation, corporate cost leadership, and concentration on differentiation. One of
two competitive advantages that a business may seek is either lower costs than it’s rivals or
distinctiveness around the factors that consumers value in order to charge higher prices (Gure &
Karugu, 2018). Additionally, the business chooses whether to specialize (provide the product to
certain market segments) or sell it’s goods throughout the whole sector. The general strategy
serves as an example of the many competitive advantages and possibilities.

Porter (1985) tried to explain how firms obtained competitive advantage. Low cost or
distinctiveness are the two main ways to get a competitive edge, according to Porter. These,
together with the range of objectives a company wants to pursue, combine to provide strategies
aimed at corporate cost leadership, distinction, and focus. According to this principle, a company
can only be prosperous if the products and services it provides are unique. Furthermore, economies
of scale are vital since a company that can use fewer resources than others would be more
productive and perform better (Baldwin & Clark, 2016). Studies done confirm that the theory's
essence in providing the correct technique to think about new consumer capture strategies by
restructuring a firm's operation to match the changing business environment while evaluating the
company's effectiveness (Sidorowicz, 2015; Barney & Hesterley, 2016).

According to this view, achieving competitive advantage should be a critical managerial decision
for any company expecting to thrive. Organizations should put in place competitive strategies that
are in line with the firm's dynamics. The theory's relevance is that by concentrating on areas where
the individual organizations excel, they are more likely to achieve a competitive advantage. This
theory presents a paradigm for reducing operation costs and, as a result, improving performance
through lowering opportunity costs.

The model strategies are helpful for choosing organizational strategic positions at both the simple
and large levels. The industry's structure and it’s position within it were used to build the model.
While the other two concentrated on targeted corporate cost leadership and differentiation, those
two strategies were concerned with corporate cost leadership and differentiation. The selection of
a competitive business is the main concern. This section makes a distinction between large- and
small-scale businesses (Atikiya et al, 2015). These companies typically concentrate on being a
low-cost producer of a particular quality level in an industry, then sell those products at industry
average prices to generate a profit more than or lower than rivals. This strategy aims to gain or
increase market share. These companies are able to sell their products for lower average prices
because of their low manufacturing costs (Porter, 1998). If businesses continue to lose clients to
other businesses, they can nonetheless remain profitable despite price wars. Corporate cost
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leadership is a tactic used by businesses pursuing large markets or organizations seeking to gain
a cost advantage by streamlining operations and boosting productivity (Johnson et al., 2005).

Expanding on these principles, Porter (1985) delved deeper into explaining how firms can
establish competitive advantages. The model's core emphasizes two primary avenues for gaining
a competitive edge: either through cost leadership or differentiation. These paths, in conjunction
with the scope of objectives an organization aims to pursue, combine to form strategies centered
on corporate cost leadership, differentiation, and focus. According to this theory, a company's
success hinges upon the uniqueness of the products and services it offers. Additionally, the
principle of economies of scale assumes significance, as a company that can achieve higher
productivity with fewer resources than it’s rivals is better positioned to perform effectively
(Baldwin & Clark, 2016). Studies conducted affirm the essence of this theory in providing a
framework to conceptualize innovative consumer capture strategies by restructuring a firm's
operations to align with evolving business environments while continually evaluating the
company's effectiveness (Sidorowicz, 2015; Barney & Hesterley, 2016).

From a managerial standpoint, achieving a competitive advantage is a critical decision for
organizations aiming for sustained success. Organizations must formulate competitive strategies
that align with their unique dynamics. The theory underscores the importance of focusing on areas
where individual organizations excel, increasing the likelihood of establishing a competitive edge.
Furthermore, the theory advocates a paradigm for reducing operational costs, ultimately
enhancing performance by mitigating opportunity costs.

The strategies outlined in this model are invaluable for guiding organizations in selecting strategic
positions, both at the micro and macro levels. The model's development was grounded in industry
structure and positioning within it. While two strategies focus on targeted corporate cost
leadership and differentiation, the remaining two strategies emphasize broader corporate cost
leadership and differentiation. Central to this selection is the identification of a competitive stance,
distinguishing between large-scale and small-scale businesses (Atikiya et al., 2015). Large-scale
businesses often strive to be low-cost producers of products of a certain quality level, selling these
products at average industry prices to achieve profit margins higher or lower than competitors.
This approach seeks to attain or increase market share, leveraging low production costs to enable
competitive pricing (Porter, 1998). In cases of price wars, such businesses can remain profitable
even while losing customers to competitors. Corporate cost leadership is often pursued by
companies targeting large markets or aiming to achieve cost advantages by streamlining
operations and enhancing efficiency (Johnson et al., 2005).

The second overarching strategy is the differentiation approach, enabling businesses to offer
distinctive goods or services at higher value-added prices. Value-added refers to the perceived
enhancement in value by buyers. The differentiated product can be priced to cover the cost of
added value or features, based on the buyer's perception of improved worth and utility. The basis
of differentiation rests on the impact these goods or services and associated activities have on
consumer perceptions. To enhance applicability to business operations, this strategy is integrated
into the value chain framework. Each activity along the value chain contributes to buyer value,
where actions or features add value to a product or service. The cumulative costs across the value
chain determine the premium price usually charged for a high-quality good or service (Porter,
1998). Companies effectively employing the differentiation strategy benefit from superior internal
capabilities, such as access to innovative product development teams and cutting-edge research.
They can also establish a reputation for innovation and quality. Implementing a differentiation
strategy can result in higher profit margins due to premium pricing for value-added offerings
(Onyango, 2017).
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The third approach is that of focus. A focus strategy involves delivering specialized products or
services to a targeted market niche (Porter, 1998). This strategy aims to prevent competitors from
entering a specific customer segment that possesses distinct needs. These unique requirements
define the company's target market for it’s products or services. The efficacy of these strategies
varies between firms and is heavily influenced by industry characteristics (Porter, 1998). This
strategy may be perturbing to customers who are unable to purchase products at the established
prices (Barney, 1991). Elements such as quality, ease of use, cost, and style of the product or
service could be integrated into this strategy (Muraguri, 2018). Small and medium-sized
enterprises (SMESs) often adopt this strategy to enhance their competitiveness in various industries.

The Porter's generic strategy model is a critical framework in this study, as it underscores the
significance of four distinct strategies—cost leadership, differentiation, corporate cost focus
leadership, and focus differentiation—for achieving a competitive advantage, ultimately leading
to improved performance. This research intends to analyze corporate cost focus leadership,
differentiation focus, and corporate cost focus leadership as independent factors. Consumers often
seek multidimensional attributes to enhance product utility, and businesses can successfully apply
these strategies by establishing separate business units for each approach based on this model.

The second general strategy is the differentiation strategy. A business's differentiation strategy
enables it to provide distinctive goods or services at higher value-added prices. Added value is a
term that is used to describe the buyer's perception of the goods. The product can be marketed at
a price that covers the cost of the extra value or features thanks to the buyer's impression of the
improved worth and usability of the product. The basis for differentiation is the effect on
consumers of goods or services and related activities. To improve it’s applicability to commercial
operations, the strategy is included in the value chain framework. The buyer value is supported by
each activity throughout the value chain (actions or features adding value to a product or service).
The total expenses along the value chain define the price that is typically charged for a premium
good or service (Porter, 1998). Businesses that successfully use the differentiation method get
advantages from better internal forces, such as access to highly skilled and innovative product
development teams, as well as from cutting-edge scientific research. Additionally, they will
establish a reputation for superior quality and continual innovation. Companies that adopt a
differentiation strategy may make more money because of premium value-added prices (Onyango,
2017).

The third method is focus. A focus practice entails providing a specialized good or service in a
focused market niche (Porter, 1998). This tactic is predicated on preventing rivals from entering
the market for a particular customer (Chelanga et al., 2017). In essence, those are customers who
have unique requirements and act as the company's target market for it’s services or goods. These
strategies vary from firm to company and are greatly impacted by the features of the industry
(Porter, 1998). Customers who cannot purchase at the company's set prices find this bothersome
(Barney, 1991). Quality, ease of use, cost, style, and other features of the good or service might
be included in this (Muraguri, 2018). SMEs are likely to use this approach to increase their ability
to compete in any sector.

In this study, the Porter's generic strategy model is crucial since it emphasizes the four strategies—
lower costs, differentiated, focus on corporate cost leadership, and focus differentiated—as being
essential for achieving a competitive edge, which would then guarantee better performance. As a
consequence, the research will examine corporate cost focus leadership, differentiation focus, and
corporate cost focus leadership as independent factors. Customers frequently seek out
multidimensional qualities to increase the usability of a product, thus firms may apply these
strategies successfully by creating separate business units for each of the aforementioned
techniques based on this model.
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2.2 Empirical Review

Several research have been conducted to investigate several facets of strategic management and
organizational performance, which is proof that the terrain of organizational strategy is both rich
and diversified. Singh and Panda (2015) made a significant contribution to this body of research
by investigating the relationship between the culture of a company and the evolution of strategic
leadership. Their study demonstrated a substantial connection between strategic leadership and
organizational success by using statistical methods such as one-sample t-tests and descriptive
statistics. These methods were used to analyze the data. The implication here is that the cultivation
of strategic leadership within an organizational culture is not only a human resource exercise but
also a strategic imperative that might greatly affect overall performance. This is because the
inference here is that the cultivation of strategic leadership within an organizational culture is a
human resource exercise.

Chege (2015) redirected attention at Zetech University away from leadership and onto the actual
process of putting strategy into action. The research showed that there was a deficiency in
participatory planning due to the fact that staff members were conspicuously missing from the
process of strategic planning. Because of this omission, the execution was hesitant, and the
performance was poor. The findings of Chege's study serve as a cautionary tale about the
drawbacks of a top-down approach to the formulation of strategy and highlight the significance
of an inclusive approach to the creation and execution of strategy.

Gitau and Muhia (2015) investigated the complexities of corporate cost leadership at Kenyatta
University by means of a descriptive survey. This study followed a similar line of inquiry as the
previous one. According to their results, there are various roadblocks in the processes of strategic
management that are present across all levels of the business. The significance of the role that
senior management commitment and organizational structure played in determining the successful
implementation of strategic management cannot be overstated. The findings of this study shed
light on the intricate dynamic that exists between the commitment of leadership, the organizational
structure, and the strategic emphasis, all of which contribute to the overall effectiveness of
management methods.

In a similar vein, Josiah (2014) investigated the customer processes used in Kenya's banking
business and discovered that firms often fail to meet the requirements of both their internal and
external clients. The study brought attention to management accountability difficulties and
suggested that when leaders strive to placate various stakeholders, they may end up diluting their
focus and become unaccountable as a result. The dialogue regarding strategy and customer
interactions has been complicated by this study by adding an ethical and managerial dimension to
the discussion.

Ndung'u, Otieno, and Rotich (2016) focused their attention on Equity Bank's reaction to market
rivalry within the setting of a highly competitive business. They made the discovery that certain
techniques, such as concentrating on the market and developing organizational abilities, were
major drivers in increasing the performance of the bank. In a study that was quite similar to this
one, Munga (2016) looked at the performance of multinational pharmaceutical businesses in
Kenya and concluded that corporate cost leadership methods had a favorable affect. These studies
draw emphasis to the more tactical elements of strategy, including the ways in which businesses
may improve their performance by fine-tuning their approaches to the market and the costs of
their products.

In their investigation of small and medium-sized businesses (SMESs), Achieng and Ngala (2019)
concluded that product uniqueness and quality had a significant role in the SMEs' ability to
maintain a competitive edge. The research also indicated that corporate cost leadership was a
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consistent predictor of the success of SMEs, lending credence to the idea that striking a healthy
balance between product quality and cost-efficiency is an essential strategic issue for these kinds
of businesses. In summing up, these studies provide a multidimensional perspective on strategic
management by touching on aspects of the field such as leadership, organizational culture,
implementation procedures, cost strategies, and customer relations. They together imply that a
nuanced and integrative strategy formulation and implementation method is essential to
generating better organizational performance, which can be deduced from the fact that such an
approach has been suggested.

2.3 Conceptual Framework

The graphical depiction of the conceptual framework represents the major categories and variables
connected by arrows and lines to display the interactions and relationships where the performance
of Organizational performance of Airtel and Safaricom mobile service providers in Kenya
depends on independent variables.

Independent Variables Dependent variable

- - Organisational performance
Cost leadership Strategies of mobile service providers
1. Economies of scale. in Kenya
2. Cost to a broad market 1. Sales volumes
3. Operating efficiency > 2. Profitability
4. Production cost 3. Customer satisfaction
4. Operational efficiency
(Productivity)

Figure 1: Conceptual Framework
Source: Researcher (2023)
3.0 Research Methodology

A positivism philosophical approach was taken in this research. According to the positivism
paradigm, hypotheses must be developed and tested to empirically establish a relationship
between two variables in a study. This philosophy is founded on the idea that scientific hypotheses
are only true if the observed consequences can be verified through empirical tests. It takes a
quantitative method to analyze phenomena that is transparent, independent, and impartial
(Kothari, 2019). This decision was premised on the fact that the research was based on the ideas
examined and necessitated quantitative data and analytical methodologies. Theory, hypothesis,
operational definition, measurement, testing, and verification are the six basic components of the
hypothetic-deductive process.

Research design is the start of the research roadmap, a master plan that logically and cogently
connects the numerous study components (Kothari, 2019). It is a roadmap outlines the methods
employed in research. The design considers the issue of research requirement, the location and
time of the study, as well as the kind of data required (Kothari, 2019). It aids in determining the
tools and procedures required for data collecting and effective data analysis.

The research design for this study was correlational research design. The design is best placed to
explore why something occurs when limited information is available and relating more than two
variables (Creswell, 2018). It is used to understand how different variables correlate to each other,
and how they interact to produce certain outcomes. The importance of this research design was
that it enabled the researcher to identify and describe the patterns of relationships between
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variables, and to draw inferences about the causal mechanisms that underlie these relationships.
It was also used to test hypotheses or theories about the relationships between variables and make
predictions about how changes in one variable might affect other variables, and ultimately the
overall system. The population of the study was all the head of departments and sections at
Safaricom PLC and Airtel (K) Ltd mobile service providers in Kenya who are based in Nairobi
County. Nairobi was selected since Safaricom, and Airtel head office are in Nairobi. Specifically,
the heads of sections and departments are expected to have crucial formulation on execution and
evaluation of strategies adopted by the two firms. These departments are tasked with strategy
formulation, implementation, monitoring, and evaluation.

This study employed a census approach to encompass all the 124 and 111 staff from Safaricom
and Airtel respectively were studied. The heads of departments to be studied were under finance,
operations, corporate strategy, product development, marketing and sales, innovation, and
technology departments in Nairobi County. These departments are tasked with strategy
formulation, implementation, monitoring and evaluation. Cooper and Schindler (2012) advocate
for the use of convenience sampling when studying a population with highly similar
characteristics. They argue that this method allows for sample collection at the most accessible
locations within the study site, which can be particularly advantageous when the objects or
subjects within the population exhibit minimal variability (Cooper & Schindler, 2012).

Primary means was used to collect data for this project. Questionnaires were used to collect
primary data for the study, and each section targeted a different research objective. The available
literature review and additional direction from the supervisor were used to develop the
questionnaires. Where it was impossible to physically collect the data, questionnaires were sent
virtually. A Likert Scale was also used to rate the respondents’ responses to the questionnaire's
numerous statements. A secondary data collection sheet was used to collect secondary data.

Data sampling, categorization, and interpretation was done once the questionnaires were received
back to give clear, intelligible, current, authentic, and correct knowledge aimed at meeting the
goals of the research sample (Kothari, 2019). The obtained data was thoroughly examined,
checked for inaccuracies, and tabulated as necessary. In the data analysis process, a combination
of descriptive statistics, panel data, and multiple regression analysis methodologies were
employed. The SPSS software, version 28, was used for the analysis of descriptive statistics,
which included metrics such as the mean and standard deviation to provide a summary of the data.

Multiple regression models were further used to empirically test the study's hypotheses, providing
insights into the relationships between various variables. To enhance the interpretability and
presentation of the findings, data was organized and displayed using tables and figures. This multi-
pronged approach to data analysis facilitated a comprehensive understanding of the study's subject
matter.

To compare the findings, analysis was done for Safaricom and Airtel and the results compared to
find out whether the findings were significantly different.

Table 1: Hypotheses Testing

Hypotheses Statement Hypotheses Test Decision Rule

Corporate cost leadership Strategies p- test H o: Reject H ol if P-value
do not have significant influence on < 0.05 Otherwise fail
. 1=0;HA: =1 -

performance of Safaricom PLC and p1=0; p170
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Hypotheses Statement Hypotheses Test Decision Rule

Airtel (K) Ltd mobile service to reject H ol if P-
providers in Kenya. value > 0.05

Source: Researcher, (2023)
4.0 Research Findings

This section determined the extent at which corporate cost leadership strategies affected
organizational performance. Table 2 shows the results obtained.

Table 2: Corporate Cost Leadership Strategies and Organizational Performance

Overall Airtel
Safaricom
Statement Mean SD Mean SD Mean SD
Our prices vary depending on the
clientele. 4.29 0.874 4.30 0.58 4.27 1.10

We also provide goods and services at
lower costs than those of our rivals when
we have a significant number of clients. 4.16 1.002 4.28 0.61 4.05 1.28
To cut operating costs, our business
always looks for ways to avoiding
unnecessary expenditure. 411 0.954 4.29 0.64 3.93 1.16
We consistently reduce waste while
upholding the caliber of our products and
Services. 4.14 0.895 4.24 0.67 4.05 1.07
Our business always looks for ways to cut
the costs of buying products or providing
services. 4.13 0.959 4.22 0.67 4.03 1.18
We continuously ensure that costs related
to maintaining and operating the business

are maintained to a minimal. 4.19 0.855 4.18 0.68 4.19 1.01
We constantly put customers first who are

interested in our goods or services. 4.05 0.915 4.24 0.61 3.85 1.11
Average Mean score 4.15 0.922 4.25 0.64 4.05 1.13

Source: Research Findings (2023)

Table 2 indicates that on overall, Safaricom had better corporate leadership strategies than Airtel
with a mean of 4.25 and standard deviation of 0.64 compared to Airtel mean of 4.05 and standard
deviation of 1.13. This indicated that Safaricom was the leader in corporate cost leadership
strategies. Safaricom took lead in all the specific measures of corporate leadership strategies
including pricing per clientele, providing lower costs of goods to clients, and putting customers
first. Airtel took lead in continuously ensuring that costs related to maintaining and operating the
business are maintained to a minimal.

Overall, the respondents stated to a very large extent, prices varied depending on the clientele,
they firms provide goods and services at lower costs than those of rivals when there is a significant
number of clients, to cut operating costs, the business always looks for ways to avoiding
unnecessary expenditure and the firms consistently reduce waste while upholding the calibre of
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our products and services with means of 4.29, 4.16, 4.11 and 4.14 respectively. A very large extent
was also noted on the businesses always look for ways to cut the costs of buying products or
providing services, the mobile service providers continuously ensure that costs related to
maintaining and operating the business are maintained to a minimal and constantly put customers
first who are interested in our goods or services with respective means of 4.13, 4.19 and 4.05.
Based on the results of the descriptive statistics, it was inferred that there is a high level of
agreement among respondents regarding the adoption of corporate cost leadership strategies by
mobile service providers in Kenya. The overall mean score of 4.15 (on presumably a 5-point scale)
suggests a significant extent of implementation of these strategies within the industry. This high
mean score indicates that corporate cost leadership is a prevalent strategic approach among mobile
service providers in the country, potentially shaping competitive dynamics and performance
outcomes. The average standard deviation of 0.922 indicates that the data points in a dataset are
relatively close to the mean which is a relatively small amount of spread. Respondents thus
strongly agreed that businesses adopt cost-saving measures, offer competitive prices based on
client numbers, minimize unnecessary expenses, and focus on waste reduction while maintaining
product quality.

As shown by above, corporate cost leadership strategies (X1) has a positive influence on the
performance of the mobile service providers (Safaricom and Airtel combined) (r=0.283**,
P=0.000). A unit increase in this variable will result in a proportional increase in the performance
of the mobile service providers. In addition, the effect was significant as the p value was less than
0.05. This means that this variable can be able to significantly predict changes in the performance
of the mobile service providers.

Table 3: Correlation Results

Safaricom
and Airtel Safaricom Airtel
Pearson 283" 0.018 4047
~ Correlation
Corporate  cost  leadership
strategies ) )
Sig. (2-tailed) 0.000 0.000 0.000
N 195 97 96

Source: Research Findings (2023)

As shown by above, corporate cost leadership strategies (X1) has a positive influence on the
performance of the mobile service providers (Safaricom) (r=0.018**, P=0.000). A unit increase
in this variable will result in a proportional increase in the performance. In addition, the effect was
significant as the p value was less than 0.05. This means that this variable can be able to
significantly predict changes in the performance of the mobile service providers.

As shown by above, corporate cost leadership strategies (X1) has a positive influence on the
performance of the mobile service providers (Airtel) (r=0.404**, P=0.000). A unit increase in this
variable will result in a proportional increase in the performance. In addition, the influence was
significant as the p value was less than 0.05. This means that this variable can be able to
significantly predict changes in the performance of the mobile service providers.

Table 4: Model coefficients

Unstandardized Standardized
Coefficients Coefficients T Sig.
B Std. Error  Beta
Safaricom and Airtel 0.009 0.096 0.008 0.094 0.000
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=
Safaricom 0.008 0.025 0.049 0.308 0.000
Airtel 0.002 0.137 0.002 0.016 0.987

HO:1: Corporate cost leadership strategies do not have statistically significant influence on
organizational performance of Safaricom PLC and Airtel (K) Ltd mobile service providers in
Kenya. The regression results indicated a p value of 0.000, which was less than 0.05 at 5% level
of significance. The hypothesis was rejected since the p value was less than 0.05. This implied
that corporate cost leadership strategies have a significant influence on the organizational
performance of Safaricom PLC and Airtel (K) Ltd mobile service providers in Kenya. Karabulut
(2015), posits that corporate cost leadership influences company performance through generating
economies of scale, developing creative cost-saving hotel designs, successfully lowering
operational costs, and upholding strict cost control throughout all corporate activities. Also,
Kahuari, Muraguri and Kinyua (2019) explored the impact of technological advancements and
change management initiatives on the performance of Huduma Centers in Nairobi City County,
Kenya. Their research revealed a notable positive correlation between transformational leadership
and the centers' performance. Interestingly, the study also found that despite the general perception
that technology and change management are pivotal for organizational performance, Huduma
Centers in the studied region were largely not adopting suitable technological and change
management strategies.

This raises critical questions about the disconnect between the potential benefits of technology
and change management and the actual practices at these Huduma Centers. The study suggests
that while transformational leadership seems to have a positive influence, the lag in adopting
relevant technology and change management initiatives may be hindering optimal performance.
The findings have both theoretical and practical implications, inviting further research into why
this gap exists and how it could be bridged for better performance outcomes.

5.0 Conclusions and Recommendations
5.1 Conclusion

Ability of the mobile service providers to reach more people and promote literacy will promote
achievement of social pillar as contained in Kenya’s vision 2030. The study findings are also in
line with achievement of sustainable development goals and thus competitive strategy adoption is
vital for the firms. Improvement of performance of mobile service providers will create jobs and
contribute to achievement of millennium development goals combating poverty, hunger, and
diseases. Further, mobile service providers are key for facilitating internet access which will
contribute to reducing illiteracy and passing important societal values of preventing environmental
degradation and discrimination against women.

The study established that both cost leadership strategies are positively correlated with the
performance of mobile service providers in Kenya. The study concludes that cost leadership
strategies aid in optimizing costs, offering competitive prices based on customer numbers, and
diligently curtailing operating expenses. Conversely, the emphasis on differentiation strategies are
concluded to help the mobile service providers in tailoring goods and services to specific regions
and demographics, enabling mobile service providers to engage with their diverse customer base
more effectively. This strategic differentiation fosters deeper connections with clients,
establishing the foundation for long-term loyalty. The external influence through government
policies underlines the need for businesses to navigate intricate regulatory frameworks while
optimizing their operational efficiency.
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5.3 Recommendations

The study recommends that mobile service providers continually refine operational efficiency.
Regular evaluations of processes can uncover inefficiencies that, when streamlined, lead to
significant cost reductions. Embracing economies of scale through strategic procurement practices
can facilitate favourable supplier terms. Furthermore, technological innovation, including task
automation and energy-efficient solutions, is suggested as a sustainable approach to achieving cost
savings.

References
Airtel Kenya Limited (2014). Annual Report, 2014. Airtel Kenya Ltd
Airtel Kenya. (2021). Airtel Africa - FY 2020-21 Results. Retrieved from

https://africa.airtel.com/kenya/about

Alushula, P., (2021). Airtel loss rises to Sh5.6bn despite subscriber growth. Accessed from
https://www.businessdailyafrica.com/bd/corporate/companies/airtel-loss-rises-to-sh5-
6bn-despite-subscriber-growth-3382582.

AT&T. (2019). AT&T to Invest $23 Billion in 5G, Broadband and Video. Retrieved from
https://about.att.com/story/2019/att_investment_5g_broadband_video.html

Baldwin, C., and Clark, T., (2016). Techniques for Analyzing Industries and competitors. New
York, NY: Free Press.

Barney, G., & Hesterley, 1., (2016). Theory of the Firm: Managerial Behavior, Agency Costs and
Ownership Structure. New York: Journal of Financial Economics

Barney, J. (1991). Firm resources and sustained competitive advantage. Journal of management,
17(1), 99-120.

Burhanuddin, M., Ismail, R., 1zzaimah, N., Mohammed, A. & Zainol, N. (2018). Analysis of
Mobile Service Providers Performance Using Naive Bayes Data Mining Technique.
International Journal of Electrical and Computer Engineering (IJECE). 8(6), 5153~5161.
DOI 10.11591/ijece. v8i6.pp5153-5161.

Chege, P., (2015). Challenges of strategic implementation on the performance of Zetech
University. A case of Kenya cooperative creameries. International Journal of Education
and Research, 3(12), 1-8.

Chelanga K. E, Rono L, & Boit R. (2017). Effect of Differentiation and Focus Strategies on the
Financial Performance of Small and Medium Enterprises. Stratford Peer Reviewed
Journals and Book Publishing Journal of Strategic Management. 1(1), 29- 41
stratfordjournals.org

Chen, C. L., Lin, Y. C., Chen, W. H., Chao, C. F., & Pandia, H. (2021). Role of government to
enhance digital transformation in small service business. Sustainability, 13(3), 1028.

Chen, S., Jia, S., & Wu, H. (2021). The hurdles to digital transformation in small service
businesses and government support: Evidence from China. Sustainability, 13(11), 5978.

Communication Authority of Kenya (2023). Sector Statistics Report Q2 2022-2023.
https://www.ca.go.ke/document/sector-statistics-report-q2-2022-2023/

Creswell, J. W. (2018). Revisiting mixed methods and advancing scientific practices. The Oxford
handbook of multimethod and mixed methods research inquiry.

David, F., & David, F. R. (2016). Strategic Management: A Competitive Advantage Approach,
Concepts and Cases.

GSMA. (2019). The Mobile Economy 2019. Retrieved from
https://www.gsma.com/mobileeconomy

Hunger, J. D., & Wheelen, T. L. (2013). Essentials of strategic management. Pearson.

177


https://www.businessdailyafrica.com/bd/corporate/companies/airtel-loss-rises-to-sh5-6bn-despite-subscriber-growth-3382582
https://www.businessdailyafrica.com/bd/corporate/companies/airtel-loss-rises-to-sh5-6bn-despite-subscriber-growth-3382582

International Journal of Business Management, Entrepreneurship and
Innovation, Volume 5, Issue 3, 2023, PP 163-179, ISSN 2707-8027

ILO, (2019). Small matters: Global evidence on the contribution to employment by the self-
employed, micro-enterprises and SMEs. Geneva: International Labour Organization
(ILO).

Joe, M. (2016). National information & communication Technology (ICT) Policy. In C. A. o.
Kenya (Ed.), (pp. 50). Nairobi: Ministy of Information

Kahuari, N. G., Muraguri, C., & Kinyua, G. (2019). Transformational leadership practices on
performance of Huduma Centres in Nairobi City County, Kenya. International Academic
Journal of Innovation, Leadership and Entrepreneurship, 2(2), 227-245.

Karabulut, A. T. (2015). Effects of Innovation Strategy on Firm Performance: A Study Conducted
on Manufacturing Firms in Turkey. Procedia - Social and Behavioral Sciences, 195(2015),
1338-1347. https://doi.org/10.1016/j.sbspro.2015.06.314

Karuga, M. W., Gichunge, E & Kirimi, E (2021) Narrow Market Business Level Strategies and
Performance of Micro and Small Enterprises: A Case of Salons and Beauty Spas in Nairobi
County, Kenya. Asian Journal of Economics, Business and Accounting 21(12), 94-107

Kinuthia, J. W. (2014). The effect of corporate governance on financial performance of
telecommunications firms in Kenya. Master of Science Project, University of Nairobi

Kothari, C.R. (2019). Research Methodology: Methods and Techniques. 4th Edition, New Age
International Publishers, New Delhi.

Makadina, D. (2019) 'Effects of Competitive Strategies on Competitiveness of Insurance
Companies in Mombasa County — Kenya', International Journals of Academics &
Research Issn: ljarkE Business & Management Journal, 2(1), 201-215

Mohamed, A. B., & Atheru, M. G. (2017). Corporate Governance and Financial Performance of
Mobile Service Providers in Kenya: A Case of Airtel Kenya Ltd. International Journal of
Finance, 2(6), 1-34.

Mohamed, S. M., & Bett, S. (2018). Leadership practices and performance of SACCOs in Garissa
County, Kenya. International Academic Journal of Human Resource and Business
Administration, 3(4), 15-34.

Msinga, S. M.S., Ndinya, A., Ogada, M & Omido, K (2018). 'Corporate differentiation strategies
and Performance of Insurance Companies in NAIROBI, KENYA' International Journal
of Advanced Research in Management and Social Sciences, 7(11), 15-29

Muraguri M. F. (2018). Effects of business strategies on organizational performance of
international schools in Nairobi County [Master Thesis] [Pan Africa Christian University,
Nairobi, Kenya].

Omer, S. O., Sadq, Z. M., & Ahmed, S. A. (2017). The role of strategic leadership practices in
enhancing the level of organizational performance Analytical study of the views of a
sample of directors of the company Korek Telecom Erbil city. Zanco Journal of Humanity
Sciences, 21(5), 220-238.

Owich, S., Katuse, P., & Ngari, J., (2018). The Influence of Strategy Formulation on
Organizational Performance of Companies Listed at Nairobi Securities Exchange.
Panwar, R., Nybakk, E., Hansen, E., & Pinkse, J. (2016). The effect of small firms’ competitive
strategies on their community and environmental engagement. Journal of Cleaner

Production, 129(2016), 578-585. https://doi.org/10.1016/j.jclepro.2016.03.141

Pearce, P. (2019). Structure in Nature is a Strategy for Design. MIT press.

Safaricom (2014). History of Safaricom. Retrieved from http://www.safaricom.co.ke/.

Safaricom. (2021). 2021 Full Year Results. Retrieved from
https://www.safaricom.co.ke/images/Downloads/Resources_Downloads/Investor_Relati
ons/SafaricomPLC_Full_Year Results 2021.pdf

Safaricom (2022). FY?22 Investor Presentation.
https://www.safaricom.co.ke/images/Downloads/FY?22_Investor Presentation_12 May
2022__ .pdf

178


https://doi.org/10.1016/j.sbspro.2015.06.314
https://doi.org/10.1016/j.jclepro.2016.03.141

International Journal of Business Management, Entrepreneurship and
Innovation, Volume 5, Issue 3, 2023, PP 163-179, ISSN 2707-8027

Telkom, (2022). Telkom in Short. Accessed from https://www.telkom.co.ke/about-telkom-short.

Ullah, 1., Mirza, B., Kashif, A.R. & Abbas, F. (2019). Examination of knowledge management
and market orientation, innovation and organizational performance: Insights from telecom
sector of Pakistan. Knowledge Management and E-Learning 11(4), 522-551 DOI:
10.34105/j.kmel.2019.11.027

World Bank, (2020). The status of bank lending to SMES in the Middle East and North Africa
region: the results of a joint survey of the Union of Arab Bank and the World Bank. World
Bank Policy Research Working Paper, (5607).

Zeithml, V., Varadarajan, P. & Zeithml, C. P. (2009). The Contingency Approach: Its Foundations
and Relevance to Theory Building and Research in Marketing. European Journal of
Marketing, 22(7), 37-64.

This is an open-access article published and distributed under the terms and conditions of

TaTEl Creative Commons Attribution 4.0 International License of United States
unless otherwise stated. Access, citation and distribution of this article is allowed with full
recognition of the authors and the source. Copyright, content ownership and liability for
content herein remain with the authors.

179


https://www.telkom.co.ke/about-telkom-short
https://creativecommons.org/licenses/by-nc/4.0/

