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ABSTRACT

Formulating and implementing an effective
innovation strategy to enhance business
performance is of concern to any dynamic
looking organization. A look at the
telecommunication industry in Kenya shows
that most firms have not fully integrated
innovation and as a result have not been able
to perform optimally. Therefore, an
assessment of innovation strategies that
influence  performance is  important.
Continuous innovation, development of the
right innovation strategies and their
successful  implementation  guarantees
optimal performance, growth and success of
organizations, which in-turn is the object of
any organization. The study sought to assess
the influence of innovative strategies on the
performance of telecommunication industry
in Kenya; A case of Safaricom PLC. The
specific objectives of the study were to
examine how successful implementation of
Innovative strategies; Exploration
innovative strategy, disruptive innovation
strategy, outcome driven strategies and
cannibalization strategy; influence the
performance of the telecommunication
industry in Kenya. The researcher was
guided by the following theories; Open
innovation theory, disruptive innovation
theory and jobs to be done theory. The study
used a descriptive design and the population
under study comprised all employees of
Safaricom PLC within all the 58 branches in
Nairobi County. Primary data collection was
done through the use of a questionnaire and

data analyzed was presented through the use
of charts, graphs and tables in order to aid in
making conclusions and recommendations.
The study found out that a unit change
innovation strategies leads to a 40.2%
increase in organization performance; given
by the coefficient of determination r square
at .402 from regression analysis. The study
also found out that a unit change in
exploratory innovative strategy, disruptive
innovative strategy and outcome driven
innovative strategy leads to an increase in
organizational performance with coefficients
of .234, .647 and .375 respetively; while a
unit change in cannibalization leads to a
decrease in organizational performance with
a coefficient of -.609. The study
recommended that the management of the
telecommunication industry in Kenya should
set aside adequate budget to establish proper
technological infrastructure, hire qualified
experts, and create avenues to share
innovative ideas, set up a research and
development department and create a
conducive environment for innovation and
the government should create a business
environment that encourages and supports
innovation in  the telecommunication
industry. The study suggested that further
studies should be carried out on other
determinates that affect organization
performance.

Key Words: exploration innovative strategy,
performance, telecommunication industry,
Safaricom PLC, Nairobi metropolis, Kenya
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INTRODUCTION

The 21st century business environment has become highly competitive and it is therefore
essential for business organizations to become innovative in order to stay ahead of its
competitors. As consumer tastes and preferences change more rapidly, organizations
innovatively move fast and adjust their products and services to respond to these trends
(Drucker, 2014). Innovation leads to product and process improvements and this allows
organizations to grow and become more efficient leading to high performance. The ability of an
organization to innovate is important to maintain it competitiveness and improve its performance
(Wanyoike, 2016). Binker, Bower, Drezner, Lee and Lorel (2003) argues that the main basis for
an organizations long term success is continuous innovation thus leading to high performance
and growth. Organizations that do not choose to innovate put themselves at risk (Kotler, 2000);
therefore, innovation should not be used as a luxury but a necessity (Kaplan & Warren, 2007).

Innovation is the process by which an idea, imagination or invention is translated into a product
or service that creates value for which consumers pay. Innovation is also defined as an
organization’s processes and changes in the product that do not only come from scientific
discovery but also from a mixture of already existing technologies in a new way. According to
Shgipe, Gadaf and Velad (2013), innovation has to do with an intentional utilization of
information, imagination and initiative to deliver major or different resource values and includes
all processes that generate new ideas and transform them into useful products. Muthoni (2017)
and Urbancova (2013) observed that oftenly, Innovation results when the company applies ideas
to further satisfy customers’ needs and expectations. During this process, organizations
transform their current products to some improved ones or produce new ones. This is innovation
implementation.

STATEMENT OF THE PROBLEM

Despite innovation being a key driver of sustained competitive advantage, it continues to incur
substantial costs leading to increased emphasis on evaluation of return on investment. This
evaluation rarely occurs within organizations thereby making it difficult to find innovation and
adopted innovative strategies effects on organizational performance and success. A study by
Odhiambo (2015) indicates that most studies on innovation strategies have focused on financial
strategies, organizational structure, technology and training & development on immediate
outcomes rather than longer term impact of innovation strategies on organizational performance.
Innovation and choice of innovation strategy to adopt is of great significance in all sectors of the
economy in a dynamic business environment (Gathara, 2009). Innovating and adopting an
excellent innovation strategy requires a firm to be prepared to know when and how best to make
necessary adjustments in order to respond to the ever changing business environment. The
Kenyan business system has not fully integrated innovation and as a result, most
telecommunication firms have not been able to perform optimally. The local telecommunication
industry has experienced a lot of cut throat competition on price wars, tilting market share all
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pointing to the need for innovation. Local telecommunication companies have not been able to
develop innovative and technological competencies to acquire and apply knowledge to produce
products and services that meet their customer needs and expectations. However, some
companies like Safaricom have shown some degree of innovativeness and have been able to
come up with outstanding innovations like M-pesa, Masoko Africa, Fuliza among others. This
has led to Safaricom PLC increase its market share and outperforming other telecommunication
firms in Kenya since they have not had notable innovations. Businesses need to constantly
innovate in order to ensure optimal performance and success. Organizations that do not choose to
innovate put themselves at risk (Kotler, 2000) and continuous innovation activity in an
organization leads to organizational growth and long-term success (Rosenbush, Brinkman &
Bausch, 2011). According to data published by the Communications Authority of Kenya (2018),
Safaricom PLC enjoys a market share of 65.4 percent while other players in the industry (Airtel
Networks Limited, Finserve Africa Limited, Telkom Kenya Limited, Sema Mobile Services and
Mobile Pay Limited) have a combined market share of 34.6 percent. The purpose of this study is
to examine how implementation of exploration innovative strategy influences organizational
performance of the telecommunication industry in Kenya.

GENERAL OBJECTIVE

The general objective of the study was to examine how implementation of exploration innovative
strategy influences organizational performance of the telecommunication industry in Kenya.

THEORETICAL REVIEW
Job-to-be-done Theory

This theory was developed by Christensen in 2005. It states that markets grow, evolves, and
renew whenever customers have a job to be done, and then buy a product to complete it (to get
the job done). A job to be done is the process a consumer goes through whenever he/she aims to
change their existing life situation into a preferred one, but cannot because there are constraints
that stop them (Ulwick, 2017). It describes outcome driven innovation as a process that puts
theory into practice. The theory seeks to identify and address the unmet needs in a market
segment and once these are known then a winning product can be conceptualized. The theory
makes outcome driven innovation more predictable. Christensen (2005) asserts that predictability
of success of a product is possible through outcome driven programs.

The theory is based on the notion that customers purchase goods and services in order to get a
“job” done. The “job” here means unmet needs of a customer and by understanding and
identifying these unmet needs, a company can be able to come up with products and services that
will address these needs and win over the customer. Anderson, Poto¢nik, and Zhou, (2014)
explains that customers do not want a product but want help in getting the job done, therefore,
companies should not define themselves by the products they produce, but by the need they are
trying to address. For example, a client may not want just any beverage in the morning, they
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want a ready and hot beverage. While people purchase goods and services to get jobs done, and
while goods and services come and go, the underlying job to be done and satisfaction does not go
away.

This theory according to Ulwick (2017), explains the outcome driven innovation as a Six-step
process of coming up with goods and services that will be purchased by customers as seen and
explained on the figure below;

[ DEFINING THE MARKET AROUND THE JOB-TO-BE-DONE ]

[ UNCOVERING CUSTOMER NEEDS ]

v

QUANTIFYING THE DEGREE TO WHICH THE OUTCOME IS
UNDERSERVED OR OVERSERVED

v
[ DISCOVERING THE HIDDEN SEGMENT OF OPPORTUNITIES

v

ALIGNING EXISTING PRODUCTS WITH MARKET
OPPORTUNITIES

A

CONCEPTUALIZING THE NEW PRODUCTS TO ADDRESS THE
UNMET OUTCOMES

Figure 1: Outcome Driven Innovation Process
Source: Ulwick (2017)

Ulwick (2017) asserts that Jobs-to-be-done theory tells us much more about consumers,
strategies, goods and services and how managers should re-think in the areas of business, growth
and innovation. The outcome driven innovation process is explained below;

Defining the market around the job-to-be-done. While most institutions/firms tend to define a
market around a product, technology or a solution, when applying jobs-to-be-done theory, a
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market is defined as an executor of jobs and the jobs that executor is trying to do. The theory
defines a target market as a group of people plus the job they are trying to do. Defining the
market around the job to be done enables innovation transformation from an art to a science,
providing a central focal point to define all customer requirements, it more accurately defines
competition, acts as protection against disruption and provides global insights into the market
(Christensen, 2007).

Help customers get the entire job done/uncovering customers’ needs - Customers do not want to
use different products and services working together to achieve their goals. They want a single
product that helps them get a complete job done. The key to success is making out, from the
customer’s angle, just what the complete job is and ensuring that the job is the focal point of
value creation. According to Christensen (2005) and Ulwick (2017), to understand what the
customer is trying to achieve, a firm must first seek knowledge to understand the different types
of customer needs. These include; the core functional job to be done, consumption chain jobs,
the desired outcomes tied to the core functional and consumption chain jobs, related jobs,
emotional and social jobs, and the buyer’s desired financial outcomes and expectations.

Measure the extent to which the outcome is underserved or excessively served. West and Bogers
(2014) showed that greatest opportunity to do the job better and at the same time use few
resources are prioritized once the extent to which each outcome is excessively served or
inadequately served is known. Knowing whether or not inadequately served and excessively
served portions exist in a target market informs the institution of the growth strategy (or
strategies) to be followed (Tom, 2012). One market may consist of several inadequately served
parts, while another market may consist of several excessively served segments. In the former
case, a disruptive strategy would fail because no part/ portion in the market is excessively served.
On the other case a differentiated strategy would fail since there is no part or portion of the
market that is inadequately served. Making a decision on which market portions to target and
how to target them becomes a critical strategic decision (Tom, 2012).

Discover hidden segments of opportunity. Most markets are not similar and portions of
consumers exist with sets of unique unmet needs which any company must discover to make
innovation predictable Ulwick (2017). Align existing products with market opportunities:
Tukker, Chater and Anderson (2017) explain that this alignment should be determined on the
basis of which offers best meet the unmet outcomes or best meet the most important customer
outcomes in each outcome segment. For a certain segment, certain products in the portfolio are
most likely to be more naturally suited.

Conceptualize the new products to address the unmet outcomes — An effective strategy for the
product portfolio informs a company; how to improve its existing goods and services to meet
unmet customer needs in each targeted results based portion of the market, what completely new
offers are needed to tackle the remaining market opportunities, and what course of action will
ultimately get the whole job done on a single platform (Tom 2012).
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However, according to Katarina (2013), there is no clear consensus on what constitute jobs to be
done and that since competition is on products of the same category, customers will search,
according to this theory, for an optimal solution but not limited to a certain product category.

Open Innovation Theory

Developed by Henry Chesbrough in 2003, Open innovation is the use of “purposeful inflows and
outflows of knowledge to accelerate innovation internally while also expanding the markets for
the external use of innovation”. This theory involves strategic, managed information exchanges
with actors outside an organization's boundaries, aimed at integrating their resources and
knowledge into the innovative process of the organization itself. Herzog (2013) observes that
Open innovation is based on the recognition that companies can leverage knowledge from
multiple sources to enhance innovation and thus add value to customers. For example, when
basing on an open innovation model, a company does not seek to generate the best ideas on its
own, but seeks to make optimal use of internal and external ideas, to be more efficient in
managing costs and risks, and to accelerate the development of technology (Chesbrough, 2006).

Vergara, Vergara and Polo (2015) demonstrate that open innovation can be seen as the reverse of
the traditional model of vertical integration where activities of research and development done
internally leads to products that are developed internally and then distributed by the company. It
is the intentional use of knowledge on inbounds and outbounds accelerate internal innovation
and expand markets for external innovation use respectively. Open innovation inflows refers to
the use of external sources of innovation within a company; for instance, a company may license
a technology developed elsewhere, integrating that component into its own technology solution
instead of seeking to develop an equivalent in-house solution (Tuan, Nuan, Giang & Ngoc
(2016).

Outflows Open Innovation, on the other hand, refers to the use of external course of action to
develop and market innovations; for instance, a company may license its product to another
company that can help further develop the product by obtaining the necessary regulatory
approvals or by out-licensing the distribution invention (Chesbrough & Crowther, 2006). The
combined innovation process joins together the outbound and inbound dimensions; rather than
sharing existing resources and expertise, firms work together to develop new solutions and
knowledge. This involves cooperation on working together closely such as a joint venture or a
looser affiliation.

According to Nuryakin (2018) the theory assumes that companies should use both internal and
external ideas and marketing courses of action in their efforts to improve their offering. Open
innovation treats research and development as an open systems core innovation process, the
theory assumes wide distribution of knowledge and that organizations with the most advanced
research and development need to find out, bring together and influence sources of external
knowledge (Lanyi, 2008).
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According to Kogan, Papanikolaov, Seru and Stoffman (2017) and Oliver, Ellen and Henry
(2010), open innovation can be organized into different perspectives; The Spatial perspective,
being close to centers of excellence enables a company to increase its absorptive capacity, thus
promoting access to the knowledge and skills of the best talents in the world without having to
employ them. The structural perspective shows that firms are moving towards a trend of
outsourcing research and development and alliances. This leads to cost reduction and
specialization. The user perspective; where users are integrated into the process of innovation to
understand their latent needs and integrate their hidden knowledge of application. The supplier
perspectives when integrated provide knowledge from users who cannot be directly accessed by
a company for feedback. The leveraging perspective where intellectual property can be bought or
sold to create new revenue streams.

Wim and Nadine (2013) explains the open innovation funnel, where outside information is
obtained to reinforce competences within and to accelerate the company’s innovation process
and in where unused information existing within an organization is monetized through external
market paths. External knowledge is brought in the company to develop new goods and services
or businesses, or internal knowledge is marketed to other companies that bring it into effective
action for the development of their own new products. According to Adner (2012), unless
explicitly linked to the corporate strategy, the full potential of open innovation cannot be
realized.

Disruptive Innovation Theory

This theory was developed by Christensen in 1995. According to him, innovation is a process;
and disruptive technologies are those that are inferior, provide different values from main stream
technologies and are not important to mainstream customers. According to Christensen and
Raynor (2015), disruption is a process where a small company with little resources is able to
challenge an already established company in the market by coming up with a simple application
product or service at the bottom of the market which then continuously moves up market
eventually displacing already established firms.

Lara, Kolasani and Ramamurthy (2014), observed that firms tend to innovate faster than the
needs of the consumers thereby ending up producing too complicated products in the market
through sustaining innovations with the hope maximizing profitability. However, this action
unwittingly opens a pathway to disruptors who seek to serve the neglected bottom market and
serve them with simple application products which are inexpensive. These products often have
lower gross margins, smaller target markets and are unattractive as existing solutions when
compared against traditional performance metrics (Govindarajan & Kopalle2006).

The theory shows that as incumbents concentrate on improving their products and making them
better and better for their most demanding customers (cash cow), they exceed the needs of some
segments and ignore the needs of others. New entrants successfully target these segments which
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are ignored/overlooked and deliver a suitable product or service usually at a lower price hence
the process of disruption starts here. According to Adner (2012), as incumbents concentrate on
the profitable segments in the upmarket, they ignore the activities of the smaller companies
serving the low end markets who gradually move upmarket delivering the performance that they
require while preserving the advantages that drove their success. When the upmarket customers
start adopting the new entrant’s products and services in volume, then disruption is said to have
occurred. This is described in the figure below;

Disruptive Innovations:
A driver of failure and the source of new growth opportunities

e e T T o S HTIES
_ s eerrianicas Thail CUsy
e Farforma

e can utilize or absort

Parformance

Disruptive
innovations

Entrants nearly always win

—_—— — e

Figure 2: Disruptive Innovation
Source: Christensen (2007)

Govindarajan and Kopalle (2006) say that for disruptive innovations to take place the following
has to be fulfilled that is; disruptive innovations must originate from low end or new market
footholds and that products of new entrants don’t catch on with up-market/mainstream customers
until the standards of these products catches up with their standards. However Chao and
Kavadias (2012) disagree with the theory as it does not model reality. They argue that
incumbents are well aware of the innovations by the new entrants, but their business
environments do not allow them to respond to the actions of the new entrants when they first
come up, because they are not lucrative enough at first and they can take their scarce resource
away.
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Diffusion of Innovation Theory

This theory was developed by E. M. Rodgers in 1962 to explain how in communication, a
thought or goods and services use picks up with speed and is adopted and spreads through a
particular populace or social system. Adoption according to Rodgers meant the individuals or
elements in a social system behave differently from what they previously were doing. The
important thing to adoption (diffusion to be possible) is that the idea, goods and services must be
perceived as new or innovative by an individual person or entity.

Robinson (2009), Kim, Kumar and Kumar (2014) and Harrison, Jaumandreu, Mairesse and
Peters (2014) proponents of the theory observed that for one to promote an idea or innovation, it
is important to have knowledge on the characteristics of the target populace that will assist in or
block the adoption of the idea or innovation. These characteristics led to the formation of adopter
categories as: The innovators; are those who are interested in new ideas, take risks, often the first
ones to develop new ideas and also first ones to try the innovation. Very little or nothing is done
to appeal to this individuals as a strategy. Early adopters; who embrace opportunities of change,
are comfortable in adopting new ideas, enjoy leadership roles and are the ones who represent
opinion leaders. Strategies to appeal to this group of people include how-to manuals and
informational sheets on implementation.

The other category is the Early majority who adopt new ideas before the normal person but
normally need to first see that the innovation is working before they can adopt it. They are rarely
leaders and strategies to appeal to this group include success stories and evidence of the
innovations/idea’s effectiveness. The late majority category are skeptical of change and will only
adopt an innovation after it has been tried by the majority. Strategies to attract this population
include information on how many people have tried and successfully adopted the idea/
innovation. The last group are the Laggards who are very skeptical to change, are conservative
and are bound to tradition. To appeal / attract this group to an innovation is through use of
statistics, pressure from people of other adopter groups and fear appeals (lonescu & Dumitru,
2015; Conto, Janior, Valle, &Vaccaro, 2016 and Rodgers, 2005)

Diffusion of innovation theory seeks to explain why, how and at what rate new ideas and
technology are adopted and spread. According to Capo, Brunetta and Bocardelli (2014),
diffusion is the process by which an innovation is communicated over time among the
participants in a social system. The theory focuses on five areas namely; the characteristic of an
innovation which may influence its adoption, the decision making process which occurs as
individuals consider adopting a new concept, product, service or process, the character of
individuals that make them more likely to choose to take up an innovation, the result or effect for
individuals or society of adopting an innovation and the communication channels used in the
adoption process (Beyene, Shi & Wu, 2016 and Tangkit & Panjakajornsak, 2016).
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As observed by Rodgers (2005) and supported by Porter & Lee, (2015), Norman and Verganti
(2014) and Nuryakin (2018) communication is key and the decision making process of diffusion
occurs through a communication channel over time among members of a similar social system.
Robinson (2009) supports the theory by saying that for diffusion to take place, an idea or concept
must be adopted by the users and that the adoption process is a five step process being; first, an
individual must first be exposed to an innovation but lacks information about it, secondly, the
individual is interested and seeks more details related to the innovation, third, the individual
takes the concept and decides whether to adopt or eject it based on its advantages or
disadvantages, fourth, he takes up the innovation and employs it at a varying degree assessing its
usefulness while seeking further information about it, and finally, he makes a decision to
continue using the innovation (Hatch, 2014 and Nandwa 2016).

The theory further shows that for innovations to diffuse or spread, it must have relative
advantage, compatible, simple, easy to experiment with and produce observable results. The
theory is important in that when designing and introducing a concept/ innovation, you need to
know the percentage of users who have taken the innovation and it gives the innovator an insight
on how to design his /her concept (Ebner, 2013). The theory however does not take into account
the resources disposable to an individual to adopt / try a new idea/innovation.

EMPIRICAL REVIEW

Exploration strategy is an adaptive fundamental activity undertaken by firms in response to
changes in the highly competitive environment. The business environment keeps changing
continuously, therefore company’s need develop a strategy respond to these changes otherwise
they would be thrown out of business by those causing these changes and those that respond to
the changes. Exploration is the coming up with something new; it’s about search, discovery, new
products, services and processes, new innovations and new frontiers. According to Henrich
(2012), organization exploration refers to the search for new knowledge, use of unfamiliar
technologies and creation of products with unknown demand; it focuses on knowledge
discovery, integration and research & development. Exploration strategy challenges the status
quo and the expected outcome from the implementation of this strategy is the production of a
new product, development of a new service or creation of a new market.

A study by Abou-Moghli, Abdalla and Muala (2012), Galunic and Eisenhardt, (2011); Benner
and Tushman (2013) observed that organizations have difficulty in making the tradeoffs and
since exploration and exploitation involve different organizational routines and capabilities,
specializing in one of them is easier than undertaking the two activities at the same time.
However Greve (2014) posits that organizations that are able to explore and exploit at the same
time in parallel experience a result of huge payoffs, generally perform better and are able to
sustain their markets and create new ones in the process.
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A study by Katila & Ahuja, (2012) and He & Wong (2014) revealed that inclination towards
exploration results in undesirable high costs of failed experiments and inadequate
rewards from successful ones; and also leaning towards exploitation may not be detrimental in
the short run, or even in the long run if the environment is stable, but it reduces the
organization’s capacity to discover opportunities and respond to environmental
changes. A common expectation, therefore, is that balancing exploration and exploitation
activities is preferable, although in the short run the costs of insufficient exploration may not be
apparent. The study concluded that there is positive correlation between a balanced exploration
and exploitation activities and organization performance (Katila & Ahuja, 2012; He &Wong,
2014).

RESEARCHMETHODOLOGY

Research Design

In this study, the researcher adopted a descriptive research design. This design describes the
current state of affairs and can often lead to the formulation of important knowledge principles
and the solution to major problems (Kombo & Tromp, 2006). This design allows for collection
of information through interviews or administration of questionnaires to a sample of individuals
about their attitudes, opinions, customs or all sorts of educational or social issues (Orodho,
2005). This was useful in assessing the influence of exploration innovative strategy on
performance of the telecommunication industry in Kenya.

Target Population

The target population for this study was the management and employees of Safaricom PLC
outlets. This study focused on all 58 Safaricom outlets in Nairobi Metropolis. In total, 4167
employees were targeted in this study.

Sampling Technique

This study adopted a stratified random sampling technique. This involved dividing the target
population into homogeneous groups called strata (Cooper & Schindler, 2008). To obtain sample
elements for the study, the researcher then picked a random sample from each stratum
proportional to the stratum size in terms of their population. A sample size is a statistical
determination of an appropriate group to gather data from which it can be generalized to
represent a target population as a whole. To obtain the population size for this study, the
researcher used the Yamane’s formula.

n=N/(1+Ne?

Where: n is the sample size; N is the size of the population; e is the error of 5 percentage points
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This formula uses a confidence level of 95% and takes to account an error of 5%. Safaricom PLC
branches in Nairobi have a total population of 4167 employees (Safaricom Sustainability Report,
2018) and using the Yamane’s formula the sample size was 365 employees.

Data Collection Instruments

Primary data was used in this study. Primary data was collected by the use of questionnaires and
provided an effective way of gathering data in a short period of time with a high response rate
(Mugenda & Mugenda, 2003).

Data Analysis

Once data had been collected from the field, the researcher organized all questionnaires by
filtering. This enabled the researcher to check the completeness of the items and avoid errors and
omissions. The items were then coded and were readied for analysis using the Statistical
Packager for Social Sciences (SPSS). The analysis was then carried out using means, standard
deviations as well as inferential statistics including regression analysis. The descriptive statistics
also included the use of frequencies and percentages. In order to present the findings, Figures
and Tables were used. The adopted regression model took the following form;

Y; = Bo+P1X1 t ¢

Where: Y = Organizational performance; X;= Exploration innovative strategy; € = Random error
term of the regression model

In interpretation of the regression results, the study focused on three outputs; the Model
Summary, an Analysis of Variance (ANOVA) and the regression coefficients with p-values. The
model summary gave the findings of the coefficient of determination which indicate how a
proportionate change in organizational performance is explained by changes in innovative
strategies. The ANOVA Table was used in comparison of the value of F critical and F calculated
to determine whether the overall model is significant or insignificant. The p-values were used to
determine the significance of the study variables where a comparison was made between the
established p-values and 0.05. P-values of less than 0.05 showed that the relationship was
significant.

RESEARCH RESULTS

The main objective of the study was to investigate the influence of exploration innovative
strategy on organizational performance of the Telecommunication Industry in Kenya. To verify,
this study used regression analysis. This summey provides an insight ability of the regression to
effectively account for the total variation in organization performance. The Table 1 below
demonstrates how observed y-values are highly dispersed around the regression line.
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Table 1: Model Summary

Model R R Square Adjusted R Square Std. Error of the Estimate
1 .634° 402 391 1.61260
a. Predictors: (Constant), explorative innovation strategy

Table 1 shows that the coefficient of determination R square is .402 this translate to 40.2%. This
finding indicate that only 40.2% of organizational performance is influenced by change in
exploration innovative strategy, indicating that there are other factors that affect organizational
performance of the Telecommunication Industry in Kenya.

An Analysis of Variance (ANOVA) was carried out to determine the overall significance of the
regression model. Table 2 gives the breakdown of the findings.

Table 2: Analysis of Variance

Sum of Squares  df Mean Square F Sig.
Regression 492.828 4 123.828 47.791 .000°
Residual 733.335 283 2.591
Total 1226.163 287

a. Dependent Variable: organizational performance
b. Predictors: (Constant), explorative innovation strategy

In view of the results in Table 2, the significance value is 0.000(which is less that 0.05) indicates
that the overall model is statistically significance in predicting how explorative innovation
strategy affect organizational performance of the Telecommunication Industry in Kenya. The F
critical at 5% level of significance is 2.403 from the Standard F-tables. Since F calculated (value
= 47.791) is greater than the F critical, this shows that the overall model was a good fit.

The findings on beta coefficients and the p-values on the study variables are shown in Table 3.

Table 3: Regression Coefficients

Unstandardized Standardized

Coefficients Coefficients
B Std. ErrorBeta t Sig.
(Constant) 5364 2.182 2458 .015

Exploitative and explorative mnovatlon.234 059 198 4001 000
strategy

a. Dependent Variable: organizational performance

Table 3 above presents results of the beta coefficients as well as the p-values for each
independent variable. The regression function extracted using the unstandardized beta is as
follows:
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Organizational Performance = 5.364 + .234 Explorative innovation strategy

From the findings, holding all factors constant (explorative innovation strategy), the coefficient
for organizational performance of the Telecommunication Industry in Kenya would be 5.364.
The findings further indicate that taking all other independent variables constant, a unit increase
in exploitative and explorative innovation strategy leads to a 0.234 increase in organizational
performance of the Telecommunication Industry in Kenya.

In summary, respondents agreed on exploration innovation strategy and how it influences
performance of their firm. The study identified that employees are not penalized for new ideas
that do not work, their company continuously engages in activities that have created new markets
or increased market share, management actively sought innovative ideas, program and project
managers promote and support innovative ideas, experimentation and creative processes,
constantly modify design of our products to raise their quality, during the last financial year, they
have produced new or significantly improved services and employees participated in training
programs. The study also identified that a unit increase in explorative innovation strategy leads
to increase in organizational performance of the Telecommunication Industry in Kenya.

CONCLUSION

Exploration innovation strategy and performance has significant effect on organizational
performance. Employees are not penalized for new ideas that do not work, their company
continuously engages in activities that have created new markets or increased market share,
management actively sought innovative ideas, program and project managers promote and
support innovative ideas, experimentation and creative processes, constantly modify design of
our products to raise their quality, during the last financial year, they have produced new or
significantly improved services and employees participated in training programs and a unit
increase in exploitative, explorative innovation strategy leads to increase in organizational
performance of the Telecommunication Industry in Kenya.

RECOMMENDATIONS

The greatest challenges faced by telecommunication industry in Kenya when trying to innovate
include the high costs of developing new products, high cost of implementing new strategies,
inadequate technological infrastructure, shortage of expertise, rigid regulating practice that
discourages innovation, lack of a research and development department, lack of avenues to share
innovative ideas and lack of top management support being the most faced challenges.

The study makes the following recommendations. The management of the telecommunication
industry in Kenya should set aside adequate budget to establish proper technological
infrastructure, hire qualified experts, and create avenues to share innovative ideas, set up a
research and development department and create a conducive environment for innovation.
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The government should create a business environment that encourages and supports innovation
in the telecommunication industry. This should be in form of offering tax exemptions on the
technologies required come up with more innovative products and relaxing the rigid regulating
practices that discourages innovation.

The government of Kenya needs to establish policies that will create an enabling environment to
allow telecommunication industry in Kenya to innovate. The policies should be aimed at
streamlining the rigid regulating practice that discourages innovation among telecommunication
industry. Further, the government should come up with policies aimed at reducing the cost of
technologies needed by the telecommunication firms in order to be able to offer more innovative
products.

The management of the telecommunication firms should create policies aimed at encouraging
and promoting innovation. These policies should be aimed enabling the firms to hire personnel
with the right expertise; establishing research and development departments; creating avenues
for share innovative ideas and top management supporting and funding innovative ideas.
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