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Abstract 

This study established the influence of grand strategies on performance on mobile service providers in Kenya. The 

specific objectives of the study were to establish the influence of divestment strategy and retrenchment strategy on 

performance of mobile service providers in Kenya. The study was anchored on two theories namely the theory of 

Strategic Orientation and Static Trade-Off theory. A descriptive research design was adopted by the study. The 

focus was on the mobile service providers in Kenya which are four namely; Bharti Airtel, Safaricom Limited, 

Telkom Kenya Limited and Finserve Africa Limited. The target respondents comprised of a total of 84 

respondents including 38 board members and 46 directors. A questionnaire was used to collect primary data which 

was analyzed using Statistical Package for Social Sciences version 22. Descriptive and inferential findings were 

adopted by the study. The findings indicated that divestment strategy and retrenchment strategy had a positive and 

significant influence on performance of mobile service providers in Kenya. The study recommends mobile service 

providers to adopt more of divestment strategy such as restructuring of non-performing assets and quick collection 

of receivables and retrenchment strategy such as cost containment through standard costing and sourcing and 

reduction of firm expenditure on research and development.  

Key Words: Grand Strategies, Divestment Strategy, Retrenchment Strategy, Performance of Mobile Service 

Providers.  
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Introduction 

The global world of business is not easy since the customers have become more informed and aware hence the 

competition has risen a notch higher and competitive edge is no longer achieved through price and quality, but also 

through the strategies that a firm has put in place to compete (Cannon & Cannon, 2015). Customer loyalty has 

gone a notch higher too since most of them belong to customer loyalty programmes where they are rewarded for 

being customers even if they misbehave. This makes firms to struggle to compete in the market that is not only 

turbulent, but also extremely volatile due to increasing technological advances day in, day out (Aker & Mbiti, 

2010).  

There is no difference in the telecommunications industry as the technological advance in this sector has put firms 

on toss toes to try and compete. Since the year 2014 where almost a half of the world population had access to 

phone, the figure has more than tripled with more people getting connected to the internet (Chaudhuri & Holbrook, 

2011). It could easily be termed as the lucrative industry but the telecommunication industry where mobile 

telephony dominates is more than meets the eye since competition is deep throat in this sector with few 

monopolies and oligopolies controlling the market.  

The opportunities in the mobile service provision are there since many businesses are using mobile phones to 

market. Mobile phones are no longer just gadgets for communication, but also gadgets for internet and technology 

and that makes it a prime target for investment in this era of internet. That being the case, competing in this market 

is not a walk in the park as observed by the extremely rising need to satisfy customers who continue to indicate an 

increase in satisfaction, year after year (Aker & Mbiti, 2010). 

Statement of the Problem 

Communications Authority of Kenya statistics indicate a burgeoning ownership of telephony where it can be 

estimated that 90 percent of Kenyans had phones as at the year 2017. The internet services have also greatly 

expanded since of the total population of Kenyans, 37.7 Million rely on the internet in one way or another and up 

to 11.9 Kenyans subscribe to the internet through their mobile services lines. The statistics reveal the lucrative 

opportunities existing in the mobile service provision business in Kenya. However, it’s not as lucrative with deep 

throat competition cutting this side of the telecommunication business in Kenya.  

According to the Communications Authority (2016), due to stiff competition and failure to gain enough profitable 

subscribers, YU Mobile owned by Indian Essar Telecom exited the Kenyan mobile phone market in 2014. Also, 

France’s Orange, which had 70% stake in Telkom Kenya, exited for failure to turn profit in the seven years it 

operated in the Kenyan market (Communications Authority, 2016). Safaricom, which controlled more than 70% 

market share in terms of both subscriber numbers and mobile voice traffic, saw its market share slightly drop to 

66.3% due to increased competition. Communication Authority report (2016) report pointed out that there is stiff 

competition in the telecommunications industry where customers are moving from one service provider to the 

other and this is highly dependent on the performance of mobile service provider.  

While studies have established that grand strategies are the better choices in the long run (Bennett & Rundle-

Thiele, 2014; Farr & Hollis, 2014; Ehrenberg et al., 2010), there has been less empirical focus on this aspect hence 

this study sought to establish that.  
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Research Objectives 

i. To establish the influence of divestment strategy on performance of mobile service providers in Kenya  

ii. To determine the influence of retrenchment strategy on performance of mobile service providers in Kenya  

Theoretical Literature Review 

The study was hinged on the theory of Strategic Orientation theory and the Strategic Behavior theory. Theory of 

strategic orientation by Venkatraman (1989) classified firm strategies into two distinct approaches: efficiency 

oriented and entrepreneurial oriented strategies.  Performance decline occasioned by inefficiency require adoption 

of efficiency oriented strategies in the form of cost cutting or asset reduction (Venkatraman, 1989). Entrepreneurial 

oriented strategies come in the form of fresh ideas for the firm to venture into uncharted territory in a bid to spread 

revenue sources.   

If the firm’s initial strategies are no longer relevant in a new, competitive, environment then entrepreneurial 

oriented strategies should be deployed (Venkatraman, 1989). Based on this model, the causes of a firm’s 

performance decline can either be inefficiency in operations or original strategies, loss of business to new 

competitors, products, innovations and technology or poor marketing approaches.  

The concept of static trade off dates back to Kraus and Litzenberger (1973).  The theory provides a critical analysis 

of the divestment decisions of a firm facing a financial crisis or financial distress. The theory provides for the 

balancing between costs involved in financing a business through debts vis-à-vis financing through equity. The 

theory argues that when a firm is struggling, there is a need to relook at the decision to finance itself using either 

debts or equity. Mostly, the theory agitates for financing investments through debts since that would save its tax 

expectations. As a result that is a good divestment strategy when a firm intends to manage its investments and 

costs.  
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Conceptual Framework 

 

Independent variables                         Dependent variable 

Figure 1 : Conceptual Framework 

Empirical Review 

Zschoche (2016) examined the consequences of a firm divesting its services on its performance. The study 

conducted an in-depth qualitative and quantitative analysis and established that divestment had both and negative 

effects where in as much as it could improve performance, it also increased costs. Omari, Ateka and Nyaboga 

(2013) on the other hand established whether divestment strategies significantly impacted on operational 

performance of small businesses. Focusing on managers of small businesses in Kisii, it was established that risk 

was reduced through divestment, costs were reduced, efficiency enhanced and performance increased.  

Karanja, (2015) similarly linked divestment strategy to performance and investigated the extent of adoption of the 

strategy as well as its impact. The focus was commercial banks and the tool for data collection was a 

questionnaire. Through regression, it was revealed that the strategy improved performance of the commercial 

banks through reduced risk and increased efficiency. Rasheed (2002) interrogated the adoption of retrenchment 

strategy among declining firms in the USA and how it impacted on their survival. Through a survey, it was 

revealed that a firm had a choice between retrenchment, growth and stability when faced with turbulent times. It 

was established that retrenchment strategy came as a last resort when the prospects of better performance are low.  

In another study, Morrow, Johnson, and Busenitz, (2004) determined the extent to which firms had focused on 

retrenchment as a strategy when faced with financial distress. Another aim of the interrogation was to establish 

how asset retrenchment impacted on its competitive positioning. It was realized that when firms are dealing with 

capital intensive investments, asset retrenchment was a better strategy for improving performance.  
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Research Methodology 

The study adopted a descriptive research design. The target population for this study comprised of all the 4 mobile 

service providers in Kenya. The unit of observation was the company directors and the members of the board since 

the company directors propose the grand strategies to the board members to deliberate and make decisions on the 

same. A total of 84 respondents were therefore targeted. This study conducted a census on all the four mobile 

service providers in Kenya. The census approach was used because the sample size is not big enough for sampling 

(Nachiamis & Nachamis, 2012). The study used both primary and secondary data. Primary data was used to 

establish the opinion of the respondents on the strategies they adopted while secondary data was used to establish 

the performance of the firms. A multivariate regression was used to establish the effect of grand strategies on 

performance of the mobile service providers.  

Y= β0+ β1X1+β2X2 +ε 

Where: 

Y is the performance of Mobile Service Providers in Kenya 

X1 is Divestment Strategy, X2 is Retrenchment Strategy, β0 is the regression constant or intercept, β1, β2, are 

regression coefficients and ε is the error term.  

Research Findings and Discussions 

The study targeted 84 respondents who were company directors and the members of the board. The number of 

questionnaires administered was therefore 84 of which, 56 were properly responded to without blank spaces. This 

represents an overall response rate of 67%. A response rate of 67% was satisfactory according to an argument by 

Glesne (2015) that a response rate above 50% is satisfactory for a descriptive study.  

Pilot Study   

The study conducted a pilot test to determine the reliability and validity of the research instrument. A pilot test was 

conducted using 8 respondents who were given the draft questionnaire at Jamii telecommunication. Their 

responses were used to establish the reliability of the questionnaire. The data for the 8 respondents in the pilot were 

input into SPSS and their Cronbach Alpha established as shown in Table 1. Given that the threshold for passing 

reliability to be 0.7 (Cronbach, 1951), then the variables used in the study were concluded to be reliable to model 

the relationship between the independent and the dependent variable.  

Table 1 Reliability Results 

Variable Cronbach's Alpha 

Number of 

questions 

Decision 

Divestment Strategy 0.756 5 Reliable 

Retrenchment Strategy 0.824 5 Reliable 
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Descriptive Findings  

The section gives the response for each of the questions per variable. Descriptive statistics describes the response 

given in a likert form.  

Descriptive Findings of Divestment Strategy 

Statements on divestment strategy were rated and the findings indicated that restructuring of non-performing assets 

is done to a high extent by the mobile service providers in Kenya (Mean = 4.11), improving revenue generation 

activities is practised to a high extent (Mean = 4.43), stock optimization by selling excess stocks (If listed) is 

practised to a high extent (Mean = 3.68), improving cash flow through quick collection of receivables is practised 

to a high extent (Mean = 4.23) and that closely monitoring cash flow and financial implications of all important 

decisions carefully evaluated is also practised to a high extent by the mobile service providers (Mean = 3.71).  

On average, the findings indicated that divestment strategy is practised to a high extent by the by the mobile 

service providers in Kenya (Average Mean = 4.03). A standard deviation of 1.18 however showed a high variation 

in the responses which indicates varied opinions. The findings are consistent with Karanja, (2015) who linked 

divestment strategy to performance and revealed that it was practiced to a high extent by commercial banks to 

improve their performance.  

Table 2 Descriptive Findings of Divestment Strategy 

Statements Mean 

Standard 

Deviation 

Restructuring of non-performing assets 
4.11 1.23 

Improving revenue generation activities 
4.43 1.13 

Stock optimization by selling excess stocks (If listed) 
3.68 1.19 

Improving cash flow through quick collection of receivables 
4.23 1.10 

Closely monitoring cash flow and financial implications of all important 

decisions carefully evaluated 
3.71 1.28 

Average 4.03 1.18 

 

Descriptive Findings of Retrenchment Strategy 

Statements on retrenchment strategy were rated findings indicate cost containment through standard costing and 

sourcing is practised by the mobile service providers to a high extent (Mean = 3.57), reduction of firm expenditure 

on research and development is also practised to a high extent (Mean = 4.09), adoption of labour force right sizing 

strategy is adopted to a moderate extent (Mean = 3.43), outsourcing warehousing services to cut inventory costs is 

practised to a high extent (Mean = 3.96) and asset  retrenchment to get rid of non-performing assets  is practised to 

a high extent (Mean = 3.55). 
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On average, it was revealed that retrenchment strategy is practised to a high extent by the mobile service providers 

in Kenya (Average Mean = 3.72). This is supported by a low standard deviation (0.78) which indicates low 

variation in the responses. The findings are consistent with Rasheed (2002) who focused on retrenchment strategy 

choices for declining entrepreneurial firms and its effects of performance and resources and established that it was 

widely practiced by the firms to a high extent to cut costs.  

Table 3 Descriptive Findings of Retrenchment Divestment Strategy 

Statement Mean Standard Deviation 

Cost containment through standard costing and sourcing 
3.57 1.25 

Reduction of firm expenditure on research and development 
4.09 0.92 

Adoption of labour force right sizing strategy 
3.43 0.50 

Outsourcing warehousing services to cut inventory costs 
3.96 0.74 

Asset  retrenchment to get rid of non-performing assets 
3.55 0.50 

Average 3.72 0.78 

 

Performance of Mobile Service Providers  

The study captured the return on assets of the firms and calculated an average which was used to determine the 

trends as shown in figure 2. Over the years, the return on assets of the mobile service providers has been gradually 

increasing apart from a decrease in the year 2014. The findings imply that a higher investment in assets leads to an 

increase in the profits realised.  
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Figure 2 Performance of Mobile Service Providers (ROA) 

The study also established the trends in percentage change in profits for the last five years. A sectoral average was 

adopted by the study as shown in Figure 3. The findings indicate that the percentage change in profits of the 

mobile service providers on average has been widening. This can reflect stiff competition in the industry to 

insinuate that the firms have been recording increasing variations in profits which can be attributed to stiff 

competition.  

 

Figure 3 Percentage Change in PBT 

Correlation Analysis 

The study used Pearson Correlation analysis to determine the relationship between the grand strategies and 

performance of mobile service providers in Kenya. Table 4 gives the findings of the correlation analysis. The 

findings indicates that divestment strategy has a positive and significant influence on performance of mobile 

service providers in Kenya (r = .883, Sig < 0.05). This implies that an increase in divestment strategy is associated 

with a significant increase in performance of mobile service providers in Kenya. The findings are consistent with 

Zschoche (2016) who established that divestment strategy improved firm performance.  
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It was also established that retrenchment strategy has a positive and significant influence on performance of mobile 

service providers in Kenya (r = .727, Sig < 0.05). This implies that an increase in retrenchment strategy is 

associated with a significant increase in performance of mobile service providers in Kenya. The findings are 

consistent with that of Morrow, Johnson, and Busenitz, (2004) who a significant positive role of retrenchment 

strategy.  

Table 4 Pearson Correlation Results 

  

Divestment Strategy 

Retrenchment 

Strategy Performance 

 

Divestment Strategy Pearson Correlation 1 

   

Retrenchment Strategy Pearson Correlation .645** 1 

 Performance Pearson Correlation .883** .727** 1 

 

Sig. (2-tailed) 0.000 0.000 

 

 

N 56 56 56 

** Correlation is significant at the 0.01 level (2-tailed). 

 

Regression Analysis 

The study adopted a multiple regression analysis to determine the relationship between the grand strategies and 

performance of mobile service providers in Kenya. The findings indicated the model summary, ANOVA and 

model coefficients as discussed below.   

Model Summary 

In the model summary, there is presentation of the R (Joint correlation) as well as R Square (Coefficient of 

determination). The value of R indicates the joint correlation of the two grand strategies against performance of 

mobile service providers. In this study, the value is 0.932 which implies that the grand strategies established in the 

study jointly have a strong relationship with performance of mobile service providers.  

The findings also showed the coefficient of determination which explains the variation in performance of mobile 

service providers accounted for by the grand strategies. The findings indicate that grand strategies account for up 

to 86.8% of the variation in performance of mobile service providers in Kenya as shown by an R square value of 

0.868. This implies the remaining 13.2% of the variation in performance of mobile service providers in Kenya is 

explained by other factors other than grand strategies.  
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Table 5 Regression Model Summary   

R R Square Adjusted R Square 

Std. Error of the 

Estimate 

.932 0.868 0.858 0.2712 

Predictors: (Constant), Strategic Alliances, Retrenchment Strategy, Diversification Strategy, 

Divestment Strategy 

 

ANOVA 

The ANOVA findings from the regression model was used to show whether the regression model was fit. As 

shown in Table 6, the value of F statistic was significant (Sig < 0.05). This implies that the regression model was 

fit. In comparison of the F calculated value of 83.99 against the F critical value of 2.553, it was shown that F 

calculated is greater than F critical which similarly shows that the regression model was fit.  

Table 6 ANOVA   

 

Sum of Squares df 

Mean 

Square F Sig. 

Regression 24.718 4 6.179 83.99 .000 

Residual 3.752 51 0.074 

  Total 28.47 55 

   Dependent Variable: Performance 

  Predictors: (Constant), Strategic Alliances, Retrenchment Strategy, Diversification Strategy, 

Divestment Strategy 

 

Model Coefficients 

The model coefficients were used to test the study objectives. The findings in Table 7 indicates that divestment 

strategy has a positive and significant influence on performance of mobile service providers in Kenya (B = .336, 

Sig < 0.05). This shows that an increase in divestment strategy by one unit leads to an increase in performance of 

mobile service providers in Kenya by 0.336 units. The findings are consistent with Omari, Ateka and Nyaboga 

(2013) who established that divestment strategies significantly impacted on operational performance of firms. 
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The findings also showed that retrenchment strategy has a positive and significant influence on performance of 

mobile service providers in Kenya (B = .216, Sig < 0.05). This shows that an increase in retrenchment strategy by 

one unit leads to an increase in performance of mobile service providers in Kenya by 0.216 units. The findings are 

consistent with that of Morrow, Johnson, and Busenitz, (2004) who revealed a significant positive role of 

retrenchment strategy.  

Table 7 Model Coefficients   

 

Unstandardized Coefficients 

Standardized 

Coefficients   

 

B Std. Error Beta t Sig. 

(Constant) 0.182 0.289 

 

0.628 0.533 

Divestment Strategy 0.336 0.097 0.375 3.465 0.001 

Retrenchment Strategy 0.216 0.087 0.175 2.48 0.016 

Diversification Strategy 0.328 0.079 0.404 4.141 0.000 

Strategic Alliances 0.091 0.09 0.076 1.011 0.317 

Dependent Variable: Performance 

   

Conclusions 

The study concludes that practising divestment strategy such as restructuring of non-performing assets. improving 

revenue generation activities, stock optimization by selling excess stocks (If listed), improving cash flow through 

quick collection of receivables and closely monitoring cash flow and financial implications of all important 

decisions carefully evaluated significantly improves the performance of mobile service providers in Kenya.  

The study also concludes that practising retrenchment strategy such as cost containment through standard costing 

and sourcing, reduction of firm expenditure on research and development, adoption of labour force right sizing 

strategy, outsourcing warehousing services to cut inventory costs and asset  retrenchment to get rid of non-

performing assets significantly improves the performance of mobile service providers in Kenya.  

Recommendations 

Based on the results that divestment strategy significantly improves performance, the study recommends mobile 

service providers to adopt more of this strategy. They can do so by restructuring of non-performing assets, 

improving revenue generation activities, stock optimization by selling excess stocks (If listed), improving cash 

flow through quick collection of receivables and closely monitoring cash flow and financial implications of all 

important decisions.  
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Based on the results that retrenchment strategy significantly improves performance, the study recommends mobile 

service providers to adopt the retrenchment strategy more. This can be done by conducting cost containment 

through standard costing and sourcing, reduction of firm expenditure on research and development, adoption of 

labour force right sizing strategy, outsourcing warehousing services to cut inventory costs and asset  retrenchment 

to get rid of non-performing assets.  
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