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ABSTRACT
The effects of fossil fuels use and climate change concerns on the operations of
energy companies are real and have long-term implications. Current trends reflect
embracement of sustainability driven strategies as powerful business tools. This in
turn means that the financial position and performance will be impacted on by the
corporate sustainability strategies adopted by the energy firms. The purpose of this
study was to assess the financial implications of corporate sustainability strategies on
energy generating companies. Kenya Electricity Generating Company Ltd. (KenGen)
is the pioneer firm in the development of Clean Development Mechanism processes in
Kenya, since the year 2000. In determining the implications of sustainability-driven
strategies on the financial performance of the energy utilities, four main objectives
were pursued: establishing the drivers of corporate sustainability strategy at KenGen;
identifying the extent to which CSS adopted by KenGen have impacted on strategic
direction through value creating opportunities, establishing the impact of value
creating opportunities on KenGen’s financial performance, and identifying the general
influences of

Corporate Sustainability Strategy (CSS) on KenGen’s operations.

Primary data was augmented with secondary data to reach the conclusions. A mini
census was done which achieved a respondent rate of 68.4%. Data was analyzed
using measures of central tendency, Pearson and Spearman’s correlation and
presented using tables, graphs and pie charts. The study concluded that: in the shortterm project costs went up and business risks increased, on the long-term however,
Kengen was able to benefit from service diversification, access to lower cost of
capital and access global carbon markets.
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CHAPTER ONE
INTRODUCTION AND BACKGROUND TO THE STUDY
Introduction
Modern business models entail recognizing that there is need to act within as
well as thrive on the constraints of prevalent global systems namely: increased
demand, greater connectivity, population growth and finite resource levels. With this
in mind, the managers of the firms seek to perpetuate human and natural resources
with respect to the financial and physical capital. This isthe basis for the concept of
corporate sustainability strategy.
Background of the Study
Siddique and Quaddus (2009) explained that Corporate Sustainability Strategy
(CSS) is the deliberate inclusion of economic, social and environmental factors into
business operations, ensuring survival of the business while maximizing profits. To
achieve competitive advantage, the firm needed to manage or mitigate risks through
CSS, in a largely interdependentsymbiotic world. The business goal of global
integration and the complexities of the dispersed supply chains made firms more
susceptible as did the scarcity of natural resources and the climate change agendarelated regulatory and lifestyle changes (Wirtenberg, Lipsky, & Russell, 2009).
A Gilding, Hogarth, and Reed study as cited in Yilmaz and Flouris (2011) found
that CSS is meaningful as a provision for flexibility to accommodate stricter
environmental and social regulations in the future; it creates platforms for innovation
of new products; reputation and brand building; and protecting a company’s right to
operate and renew the license to grow. This demonstrated various ways in which CSS
created value for the firm and hence affected its financial performance. In the past
there was a rapid uptake and inclusion of sustainability strategies in business
1
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operations across the globe. Grünewälder (2009) note that past analysis by a
McKinsey project paper of 2007 reflected that nine out of ten corporate leaders were
doing more than they did five years ago to integrate environmental, social and
political issues into their firms’ core strategies and functions.
CSS in the energy sector mainly involved deriving energy from green energy
resources and investments in non-fossil related energy sources. Zamfirescu and
Dinçer (2011) define Green Energy (G.E) resources as the kind of energy processes
and technologies that have very minimal or no deleterious impact and are not
depleted. However Fossil Fuels (FF) are defined as coal, crude oil and natural gas that
mainly originated from the plant or animal life that existed and died off millions of
years ago (Cuff & Goudie, 2008). G.E sources and technologies included geothermal
power, ocean thermal, tidal power, wave power, hydropower, biomass and biofuels
(Weir & Twidell, 2006).
Energy Demand Challenges for Industry
As reflected by literature on the energy sector, a lot of emphasis was placed on
resource and capital investments. The financial forecasts indicated that, for 2007 to
2030, approximately $26 trillion worth of investment was required to develop and
improve energy supply infrastructure to meet the global energy demand effectively
(Bhattacharyya, 2011). These huge investments required setting of goals,
understanding of resource capabilities, and the attainment of competitive advantage
which ensured the achievement of a global strategy by a firm. In ensuring that there is
value for money, the global energy industry has incorporated renewable energy and
sustainability strategies due to the main concerns of peak oil and climate change.
Peak Oil, also called Hubbert’s Peak, is a geological scarcity in the oil supply
underground (Deffeyes, 2008). At this point, fossil fuels were considered to be in
2

Archives

Copy

Daystar

University

Repository

rapid depletion because of an imbalance between their replacement and the
production of oil (Murphy, 2008). From Deffeyes’ (2008) point of view, the world
approached this point in year 2005, when oil prices rose from $45 per barrel to $140
per barrel on the international commodities markets. Energy production, especially
from fossil fuels, was therefore considered expensive, since the crude oil production
and processing costs were passed on to the final consumer in the value chain.
On the other hand, climate change was considered any alteration in climate that
was linked directly or indirectly to human activity which recreates the composition of
the global atmosphere and which was in addition to the natural climate variability
observed over specific time periods. Anthropogenic activities, such as fossil fuel
combustion, deforestation, and some industrial processes are the main causes of
climate change. On a global platform, for example, electricity production contributes
approximately 25% of the human induced increase in Green House Gases such as
methane, carbon dioxide and related gases (Ehrfeld & Clarisse, 2009).
Global Trends in Electricity Production
Various trends in global business reflected the increased inclusion of CSS in
business mission, vision and operations. General Electric (GE), a Fortune 500
company, ran the Ecomagination program. This program involved strategic business
units that were either purely green (renewable), or had been approved as being of
more competitive edge but lower GHG emissions than the equivalent products in the
market. By increasing the funding of research and development for environmental
technologies, GE managed to double its expected sales of environmental friendly
products from US $10 to US $20 in five years (Wirtenberg, Russell, & Lipsky, 2009).
There was need to shift from total reliance on fossil fuels, especially coal and
oil, towards renewable energy resources, such as hydroelectric power, wind, solar and
3
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biomass (Carter, 2007). In South America, Brazil had integrated a bio-energy policy
which supports the use of green energy. The electricity sector was mainly supplied
through hydropower (77% of electricity generation by 2006); and the rest was
generated from biomass, gas, coal and nuclear energy (Schubert, 2010).
Past studies also revealed that India had shifted to full reliance on coal for
production of electricity. Robins and Krosinsky (2008) estimate that sixty per cent of
power generation was from coal and corporate disclosure of non financial
performance issues, which related to sustainability are few. Robins and Krosinsky
(2008) also noted that most Asian Energy companies were engaged in corporate
philanthropy, but very few had integrated sustainability in the operationalization of
their core business strategies. However, the public sector agency, National Hydro
Power Corporation (NHPC) of India, had invested in efficient forms of development
of dams, while giving special focus on restoring indigenous species whenever they
were affected by the company’s power generation processes (Fernando, 2010).
Organizations actively participated in transforming from their traditional values
towards corporate sustainability by generating new models of organizational action
that support social responsibility and the natural world (Uwagwuna, 2011). Electricity
generating corporations-whether state owned or private-in Africa reflected similar
tendency. The South African Renewable Energy Feed-in Tariff (REFIT) reflected a
government mechanism that promoted the deployment of renewable energy by
making it mandatory for specific entities to buy the energy output from qualifying
renewable energy generators at pre-determined prices (Mammoli, Brebbia, & Esteve,
2011). The sustainability element of REFIT among the electricity generating
companies was underscored by the objectives of the mechanism which included
“establishment of a guaranteed price for electricity generated from renewable, an
4
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adequate return on investments; and to create a dynamic mechanism that reflects the
market, economic and political developments” (Mammoli, et al., 2011, p.273).
Kenya had immense potential in the form of renewable energy (Network on
Energy for Sustainable Development [GNESD], 2002). Coupled to this, Kenya’s
electricity energy source was largely diversified, to include: geothermal power,
biomass-based cogeneration, and to some extent wind energy (Karekezi, Kimani,
Onguru, & Kithyomi, 2009). Electricity generation in the country was therefore a mix
of various material resources including FFs.
Kenya Electricity Generating Company Limited (KenGen)
The Kenya Electricity Generating Company Limited (KenGen) is a Public
Listed Company, responsible for the generation of over 80 percent of the energy
consumed in the country, therefore making it the leading energy generating firm in
Kenya (Osano, 2008). Kengen (2011) maintains that the institution aims at being the
market leader offering electric energy which is reliable, and safe in a competitive
price. Kengen (2011) adds that in the Eastern Africa region, KenGen main area of
specialization in energy generation from geothermal power, hydropower, thermal
power and wind power.
The Departmental Committee on Energy, Communication and Information of
the Kenya National Assembly (2010) argued that KenGen played a very critical role
in the upstream part of the energy sector, mainly because it was solely responsible for
the management of all public power generating utilities as mandated by the Electricity
Power Act of 1997. These energy generating utilities managed and maintained by
KenGen include: Hydro power facilities (In Masinga, Kindaruma, Gogo, Kiambere,
Gitaru, Kamburu, Turkwel, Sondu, Tana, Wanjii, Mesco, Ndula, Sagana, and
Sosiani), Thermal-gas facility (under development in Kipevu), Wind power facilities
5
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(the North Eastern regions were still under development), and geothermal facilities in
Olkaria, Rift Valley. These facilities were coupled to off-grid facilities in Lamu and
Garissa, which were meant to meet the need of the respective towns and
environs(KenGen, 2011).
However, KenGen was not a monopoly. It faced competition from other
Independent Power Producers (IPPs). These included Aggreko, Iberafrica Power (EA)
Ltd, Tsavo Power Company Limited, OrPower4 Inc., Mumias Sugar Company Ltd
and Rabai Power Ltd. The IPPs were predominant producers of energy from fossil
fuel based sources and combined, only enjoy an output of about 20% (Karekezi, et al.,
2009).
In 2010, KenGen signed an Emission Reduction Purchase Agreement (ERPA)
with the World Bank for the purchase of 900, 000 tons of carbon generated from one
of its six Clean Development Mechanism (CDM) projects. The CDM projects
included Olkaria II unit, Eburu, Kipevu combined cycle, Kiambere, Sondu Miriu and
redevelopment of Tana Power Station. KenGen was the pioneer company in the Clean
Development Mechanism (CDM) project development process in the country (Wanja,
2011).
Regulatory Athorities on Climate Change and Sustainability
The National Environmental Management Authority (NEMA) was the key
authority on sustainability and climate change issues (NEMA, 2007). However a
number of other government agencies were involved in the climate change agenda,
including the Kenya Meteorological Department, which was in charge of coordination of research in meteorology and climatology including co-operation with
other authorities in all aspects of applied meteorological research, and the
maintenance of the National Meteorological Library. The Ministry of Energy was
6
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actively involved in the development of the Green Economy, by helping map wind
energy sites and coordinating access to the government sponsored Green Energy Fund
Facility (NEMA, n.d).
The approach to CSS had been cross-sectoral. Kenya’s national energy policy
was sustainability driven, focusing on emphasis on a renewable energy mix
(Karekezi, et al., 2009). However plans were underway to harmonize the policies and
regulations (NEMA, 2007). The achievement of the MDGs, have also been linked
with the sustainable generation of energy in developing nations like Kenya.
Communities lacking regular and dependable energy supply can derive enhanced
access to clean fuels, reduce poverty, and improve health and standards of living
through investments in renewable energy (UNIDO, 2009).
CDM Funding For Sustainability Strategies and Activities
Clean Development Mechanisms (CDM) were a form of financial instruments
that were tied to the mitigation or adaptation strategies of climate change in the Kyoto
protocol. This flexibility mechanism, allows developed nations to achieve part of their
reduction obligations through setting up projects in developing countries to reduce
emissions, or attain sequestrations of GHGs from the atmosphere (Auckland, Moura
& Bass, 2002).
Hinostroza (2011) describes the sustainability activities in the energy industry
with regards to CDM as those that involve the generation of zero-emission energy
(electricity or heat) from renewable sources such as wind, wave/tidal, solar, hydro,
biomass or geothermal energy. In such projects, emission reductions occurred if the
zero-emission energy would otherwise have been provided by fossil fuels. Omambia,
Chemsanga, and Li (2009) maintain that the electricity industry could prevent
emissions through fossil fuel switching or supply-side energy efficiency. Omambia et
7
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al., (2009) add that fuel switch projects involved the substitution of one fossil fuel
with another which had lower emissions through its lifecycle such as a switch from
coal to gas-fired power generation. Supply-side energy efficiency projects involved
improvements or retrofits to increase the efficiency of a power or heat generation
plant, for example changing from open cycle to combined cycle gas turbines. The
approaches used by KenGen involved emphasis on tapping of renewable resources
and reduced use of fossil fuels. KenGen was enhancing the production of clean energy
while at the same time increasing the cumulative number of clean energy projects in
the country under the CDM strategy (Omambia et al., 2009).
Significance of Electricity Subsector to Kenya’s Economy
The electricity sector had far reaching and long term effects on the country at
large. Access to a reliable and sufficient supply of electricity was considered a basic
condition for attainment of development and therefore ensuring the improvement of
the quality of life (Mutimba, 2005). By 2005 the contribution of the energy sector to
the overall tax revenue in Kenya was approximately 20%, which amounted to 4%
GDP (Omambia et al., 2009). The government blueprint of Kenya Vision 2030 and
the existing Energy policy emphasized on quality energy production and
consumption. Most of these measures targeted the main sources of energy in Kenya:
petroleum and electricity (Mutimba, 2005).
Problem Statement
Krosinsky and Robins (2008) report that modern sustainable investing was
informed by the need of the investors to understand, measure and promote superior
financial and non-financial performance. Ideally, if private sector and foreign
government participation in creation and development of Clean Energy projects was
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to be effective, it was essential to attain a balance between the strategies employed by
energy firms in response to sustainability and the financial performance of the firm.
Available literature however put much of the focus on CSS implications on the
creation of alternative energy sources (Gallman, 2011; Jager, 2009) in the energy
sector leaving out the effects on the financial performance of the energy firms
themselves. The electricity generating companies had to address firm specific
challenges, like infrastructural investment risks, insurance, process efficiency and
arising operational costs in a bid to meet specific efficiency obligations. These were
undertakings that exposed the firm to potential loss or gain in revenues.
By considering the impacts of sustainability strategies on financial performance
and the trade-offs that accompany implementation of such strategies, companies are
able to create a business case for social and environmental performance (Epstein,
2008). Considerably, KenGen focused mainly on production of power from renewable
resources, whereas balancing this with safeguarding the environment (KenGen, 2011;
Njoroge, 2011). Studies by Sharma and Starik (2002) indicated that deliberate
sustainability activities led to unique organizational capabilities that create many
competitive benefits. If effective implementation of CSS was translated into
operational performance it could have reflected in superior financial performance of
KenGen.
In a sector where the impact of firm activities on climate change was under
increased scrutiny, it was significant for the researcher extend the line of inquiry to
the effects of sustainability strategies on the firm’s financial performance. Epstein
(2008) suggested that companies face great task of quantifying the link between
corporate actions, environmental, social and financial performance. This provided
strategic feedback, through collecting and reviewing data regarding CSS by linking it
9
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to resource allocation and financial targets. This was underlined by one of the key
aspects of CDM projects which were to deliver realizable, measurable and long-term
sustainability benefits (Kollikho, 2009).
Purpose Statement
The purpose of this study was to assess the effects of corporate sustainability
strategy on the financial performance of energy generating companies in Kenya.
Objectives of the Study
This study sought to address the following objectives:
1. To establish the drivers of corporate sustainability strategy at KenGen.
2. To identify the extent to which CSS adopted by KenGen had impacted on strategic
direction through value creating opportunities.
3. To establish the link between the value creating opportunities and KenGen’s
financial performance.
4. To identify the general influences of CSS on KenGen’s operations.
Research Questions
This study sought ot answer the following questions:
1. What were the drivers of corporate sustainability strategy at KenGen?
2. How did corporate sustainability strategies adopted by KenGen influence strategic
direction through value creating opportunities?
3. What was the impact of value creating opportunities on KenGen’s financial
performance?
4. What were the corporate implications of sustainability strategies on KenGen’s
operations?
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Rationale of the Study
There was a heightened focus on energy security at global and national level.
Marcovitz (2011) detailed the deleterious effects of dependence on fossil fuels and the
respective responses by various utilities. There was more emphasis, aimed at
encouraging the uptake of clean energy economies, with more focus on the climate
change issues. An investigation of the effects of climate change strategies and their
implications on the financial bearings of KenGen provided a means of identifying,
measuring and understanding the effects of sustainability strategies on energy firms in
the country. KenGen was exposed to environmental issues, more so its infrastructure
and energy generation processes, there was need to identify the cause-results of the
sustainability strategies in place, with respect to the financial performance.
Significance of the Study
This study has significance to the following groups: Energy suppliers,
financial institutions, the government, researchers and other stakeholders such as the
Insurance industry and stock exchanges. Energy suppliers would use the findings of
the study to identify and put in place proper and effective corporate sustainability
strategies to enhance profitability and attain shareholder’s wealth maximization. This
study would greatly benefit the government generally and specifically the Energy
Regulatory Commission in formulating policy guidelines governing the Energy
industry in Kenya as a whole. The study would also be of great importance to
researchers on sustainability as new knowledge was created.
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Assumption of the Study
1. The sample selected gave a fair representation of the population under study.
2. Corporate Sustainability Strategies adopted by KenGen affected its financial
performance.
3. That the management and geothermal/Hydro project heads availed all the required
data.
Scope of the Study
This study focused on KenGen during the period 2007 to 2011 and examined
the corporate sustainability strategies adopted in relation to the financial implications.
The main projects involved in the Kyoto protocol CDM were Eburru Geothermal
project, Olkaria II geothermal Expansion Projects, Tana Power Station Project,
Kiambere Power Project, Kipevu Combined Cycle Power project and Sondu Miriu
Power Projects. However, Olkaria II 3rd unit was the one that was operational under
the World Bank CDM. The study was done only with regard to the Clean
Development mechanism at Olkaria II 3rd unit.
Limitations and Delimitations of the Study
1. Generally there was an asymmetry of knowledge on corporate sustainability
strategies issues among different actors in the energy sector. The researcher
addressed this by consulting with key players in CDM approval processes.
2. The reliability and validity of the research was limited to the honesty of the
respondents. The researcher addressed this by sampling data without individual
names.
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Definition of Terms
Corporate Sustainability Strategy (CSS): This is the deliberate inclusion of economic,
social and environmental factors into business operations, ensuring survival of the
business while maximizing profits. (Siddique & Quaddus, 2009).
Peak Oil: Also called Hubbert’s Peak is “a geological limitation to the oil supply in
the ground” (Deffeyes, 2008, p.5).

Climate change : This is any alteration in climate that is linked directly or indirectly
to human activity which recreates the composition of the global atmosphere and
which is in addition to the natural climate variability observed over specific time
periods. Anthropogenic activities, such as fossil fuel combustion, deforestation, and
some industrial processes are the main causes of climate change (Ehrfeld & Clarisse,
2009).

Fossil fuels : These are defined as coal, crude oil and natural gas that mainly
originated from the plant or animal life that existed and died off millions of years ago
(Cuff & Goudie, 2008).

Green House Gases: Human induced increase in gases like methane, carbon dioxide
and related gases, with probable deleterious effect on the globe (Ehrfeld & Clarisse,
2009).

Creative synergy: This is a relationship generated when different people with
thorough knowledge of a subject gather to develop a new and creative solution to a
complex problem (Belohlavek, 2007).

13

Archives

Copy

Daystar

University

Repository

Summary
This chapter gave a comprehensive introduction and definition of corporate
sustainability strategies. The research problem, purpose, objectives, rationale,
significance of the study was also discussed. The assumptions made in this study, the
limitations and the definition of key terms were also provided in this chapter. The
next chapter covers the literature review for this study.
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CHAPTER TWO
LITERATURE REVIEW
Introduction
This chapter presents literature on characteristics of the nature of strategic
management, the shifting strategic context for sustainability, integrated sustainability
strategies, the linkage of strategic management to financial performance and related
theories that influence the activities of contemporary enterprises. The aim is to build a
framework for the variables that will be developed for the study.
The Evolution of Corporate Sustainability Strategies
Hoffman (2000) posit that environmental issues on the external spheres of the
firm have become so predominant that they are beginning to have an effect on
corporate functions: leading to the necessity of striking a balance between business
engagements and preserving natural and human resources. In agreement, the Business
Roundtable (2009) also defines CSS as action which is endeared towards the carrying
out of corporate strategies which ensure that there is a balance in value creation for all
stakeholders. The paradigm shift, currently involves integrating the economic actions
of the firm with environmental and social issues by extension.
From the shareholder wealth creation orientation, Grunewalder (2009) describes
the evolution of corporate sustainability strategies as the activities of business in
simultaneous engagement of economic, ecological and social criteria leading to
economic efficiency, ecological production and social responsibility. For business
therefore, it is no longer about avoiding costs, but about understanding the (energy)
value chain and innovation of models that favor societal and market targets
(Wirtenberg et al., 2009). In the energy sector corporate sustainability strategies can
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therefore be viewed as a means of thriving by striving to achieve high levels of energy
process and product management whereas conserving the environment and profiting..
Types of Corporate Sustainability Strategies
Stead and Stead (1995) describe CSS as existing in two main forms: Market
driven CSS and Process Driven CSS. Both forms perpetuate the ideal of perpetuating
responsible and healthy economic systems within other existing systems (open
systems theory) so as to maximize shareholder value. The logic, approach and results
of CSS may differ depending on key success factors of a given industry within which
the plans are implemented (Stead & Stead, 1995).
Market Driven Strategies
The marketing concept is the basis for the formulation and implementation of
competitive strategies (Kellogg & Lacobucci, 2001). Therefore competitive strategy is
informed by stakeholders. Market driven strategies require identifying novel or
original opportunities which have a growing customer demand and relatively limited
competition (Navarro, 2005).
The aim of market-driven strategy or orientation is to influence the structure and
responses of the market entities or individuals; these market entities or stakeholders
include customers, competitors, channels and regulators (Neuenburg, 2010). The
stakeholders are any group, individuals or entities who can influence or are affected
by the attainment of the organization’s objectives (Freeman, 2010). From this
perspective, the notion of market driving means exerting influence over stakeholder
groups (Neuenburg, 2010). In reaching strategic alignment the corporate evaluates
the interests of its stakeholders (stakeholder theory) and fine tunes its activities to
achieve competitive advantage.
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Market-driven CSS may involve various approaches like: redesigning product
packaging, redesigning products and services to be more environmentally sensitive,
developing new environmentally sensitive products, entry into new environmentally
sensitive markets and selling or donating scrap or once considered scrap (Stead &
Stead, 1995). Market-driven strategies are formulated and implanted to exploit
existing opportunities, therefore strategies are designed-resources developed and
invested-with the customer and customer needs in mind (Thompson & Thompson,
2010). There is need to logically define an industry or industries within which an
organization operates to identify key success factors in the development of sustainable
products and services for different sets of stakeholders. Stead, Stead, and Starik
(2004)

describes

sustainability

processes

as

ways

of

increasing

product

differenctiation which results in increased revenue, market share and ultimately
organization’s profits. Stead et al. (2010) add that brand differentiation also result in
brand value, brand equity, and firm repoutation or customer attration. In line with this,
Stead et al. (2010) maintain that effective environmental differentiation is achieved
through competitive product positioning in carefully segmented markets. Stead et al.
(2010) observe that firms with progressive strategic management policies and tactics
based on an inspiring vision like sustainability have been shown to have a competitive
advantage in attracting and retaining high quality employees.
Process Driven Strategies
Stead et al.(1995) also argue that sustainability strategies are process driven:
this involved designing activities in ways that achieved competitive advantages for
the firm by cutting down on costs through the improvement of their environmental
impact or energy efficiencies of the production chain. These enhancements, also
described as energy-technology innovations, are considered instrumental in reducing
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the cost of delivering a given energy utility or ensuring that the energy service is of a
high quality considering the cost incurred (Sagar, Holden, & Gallagher, 2006). This is
achieved by firms by engaging in redesigning pollution control systems, waste
disposal systems, air and water treatment systems, recycling redesigning production
processes to be less polluting and more energy and resource efficient, and using
renewable energy sources in production processes (Stead et al., 1995).
A study by Porter and Van der Linde (1995) cited in OECD (2000) reflects the
synergistic nature of sustainability and competitive advantage. Process driven
strategies, from this study are determinants of enhanced resource optimization, which
is reached at through technological changes. The Porter and Van der Linde hypothesis
also links with the roles of government environmental enforcement agencies and
community engagemen explaining that “strict environmental regulations actually
enhance competitiveness by stimulating innovation” (Bromley, 2009, p.14).
Value Chain Analysis of Kenya’s Electricity Subsector
All the levels in the making of a product or the delivery of a service are viewed
as related by a chain that adds value to the product or service (Crosson, Powers, &
Needles, 2010). These value chains are largely integrated. Therefore, CSS involves
economic, social and environmental components, which are formed out of the existing
interaction of technology, products, services and the social system (Roome, 1998).
This reflects the existence of factors within and without the firm’s organizational
control which influence the delivery of value along the production process to the point
of consumption.
Guan, Mowen, and Hansen (2007), posit that value chain analysis involves
identifying and exploiting internal and external linkages with the objective of
strengthening a firm’s strategic position. The exploitation of linkages relies on
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analyzing how costs and other nonfinancial factors vary as different activities are
considered. The CSS should therefore have both financial as well as non financial
aspects. By relying on geothermal generation these strategies could impact on the
short and long-term horizons of the financial performance of kenGen.
According to Osano (2008), the key value chain activities in the electricity
subsector in Kenya are integrated as the input suppliers (Oil importers and Regional
water authorities), the power generators, Transmitter and the Retailer (Kenya Power
and Lighting Company). The firm’s CSS has effect on all the stakeholders in the
energy value chain. Cross-linkages of the electricity subsector, through vertical
integration of all the value chain components ensures synergy is achieved and acts as
a means of risk management by balancing energy supply with a guaranteed consumer
market (Molz, Ratiu, & Taleb, 2010).
Input Supply

Production

Transmission

Distribution

Consumption

Retailer

Client

Contracting

Input
Suppliers

Generator

Transmitter

Marketing &
Quality control
Oil
Suppliers
(Importers)

Renewables &
related regulatory
authorities

Figure 2.1:Kenya’s Electricity Value Chain Map (Osano, 2008)
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The Nature of Corporate Sustainability Strategies: Value Creating Opportunities
The implications of business models and orientations can be understood and
experienced in the kind of goods and services produced. Therefore business success
or failure refers to a number of interrelated activities whose effect is dictated by the
extent to which these activities minimize cost but optimize value or benefit to the
firm. Porter (1998) suggests that understanding competitive advantage is best done by
considering these discrete activities performed by a firm in designing, producing,
marketing, delivering and supporting the product. Porter’s value chain forms a strong
basis for the creation of the energy chain, which according to Labatt and White (2011)
reflects the addition of value progressively from material extraction, assembly, and
processing of product to its distribution, use and disposal.
Porter (1998) also argues that in trying to achieve competitive advantage, every
value activity employs purchased inputs, human resources-labor and managementand some form of technology to perform its function. In addition each value activity
uses and creates information, such as buyer data, performance parameters and product
failure statistics. These value activities create financial assets such as inventory and
account receivables, or liabilities such as account payables.
Labatt and White (2011) note that reduced rainfall levels affect HEP utilities
and force the power producers to burn more fossil fuels, driving up the cost of carbon
credits. This in turn will drive up the price of the weather derivatives that are sold to
hedge this risk. [HEPs] are also vulnerable to direct physical impacts from extreme
weather events such as windstorms, hurricanes and flooding. Energy utilities face a
diversity of challenges in opting to generate clean energy, in case there are incidents
of resource scarcity. This challenges have cost implications too.
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The American Marketing Association (2006) suggests that to attain competitive
advantage there should be an alignment of the distinctive competences of a firm and
the key success factors within the industry which propel the firm to outperform its
competitors. These strengths can be attaining the lowest delivered costs and or
differentiation in terms of providing superior or unique performance on attributes that
are important to stakeholders. Therefore by innovating using cheap and renewable
options organizations create new products for markets.

Aligning Strategic Objectives to Attain Corporate Sustainability Strategy
Hoffman (2000) identifies the fundamental of competitive environmental
strategy as based on the ability of managers to deliberate on identifying, quantifying
and translating the business value of integrating environmental conservation and
economic reward to the firm. This advances the argument of Gouldson and Roberts
(2000) that calls for the need to integrate higher levels of economic advancement with
lower levels of environmental impact. Doern (2006) explains this in the evaluation of
the Canadian Energy Policy of 2000 where strategy views economic advancement as
providing the key platform for the protection of the environment and the protected
environment itself perpetuates growth of the firm.
Doern (2006) also describes three main aspects of the strategy framework:
Developing a competitive and innovative energy sector; integration of environmental
objectives into all energy value chain activities; and securing access to safe energy
resources at competitive prices. Current globalization trends reflect a pattern of
proactive adoption of meta standards like the British Standards Institution (BS 7750)
by corporates which ensures that there is a balance between business engagements
and environmental protection. The Asian Development Bank {ADB} (2005)
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advocates for the establishment of strategies that are measurable whereas giving
perspective into the operational activities, their implications on the environment as
well as the understanding of the effectiveness of these strategies on firm performance.
This would ensure that environmental issues no longer are viewed as potential threats
to the success of the firm but as value creating opportunities.

Areas of Value Creating Opportunities
Orcullo (2007) refers to triggering events as anything that leads to response for
change in strategy. These triggering event are classified as either: Internal triggering
events and external triggering events. Internal triggering events, are aspects of the
internal environment that shift normal operations leading to intervention in the
business organization on account of factors inherent to the firm itself, to a certain
extent these events fall under the control of the firm. On the other hand, Botten (2009)
defines external triggers as external developments, which are inclusive of implications
of the global market system, population changes, an increased awareness of
environmental issues and health awareness.
Hoffman (2000) has looks at these triggers from the perspective of value
creating opportunities. These six value creating opportunities are Value in regulatory
compliance, value in operational efficiency, value in risk management, value in
capital investment, value in market growth, and value in strategic direction. In
pursuing these values firms are able to develop their competencies and attain higher
levels of competitive advantage whereas developing blue oceans as they redirect their
corporate strategies.
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Value in Regulatory Compliance
Peter (2003) opinions that firms can achieve efficiency in their activities when
they are able to define and keep a proper control environment and hence there is no
need to divert key resources due to failure to comply and the resultant punitive
measures. Winston and Esty (2009) explain that as society’s expectations on the
corporate keep changing, the interaction and convergence adopted by the firm towards
the environment influences the extent to which a business entity can get a permit to
expand its operations. Hoffman (2000) views value in regulatory compliance as
achievable in safeguarding the license to operate, limiting penalties, availability of
negotiated agreements with regulators due to compliance. In so doing, this reflects in
reduced insurance rates, lower interest on capital and shorter project development
times.
Value in Operational Efficiency
Kassatokis, Mar, and Jue (2009) are of the opinion that operational efficiency is
achieved whenever the firm pulls together the right combination of talent, processes
and technology to advance its productivity, value of activities whereas ensuring that
there is a reduction in the cost of normal or ordinary operations. Accordingly, firms
are able to optimize their available resources to acquisition of higher value rewards.
Additionally, Mouncey, and McDonald (2011) suggest that shareholder value is a
function of the operational efficiency with which the company uses it shareholder’s
wealth. This reflects the necessity of accountability on operational efficiency to the
shareholder-and the stakeholder by extension.
Hoffman (2000) identifies operational efficiency as involving, more efficient
resource use, and minimization of wastage, reduced costs of hazard management,
enhanced process innovation and reduced maintenance costs. Rankin and Rankin
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(2011) have detailed such approaches as sustainable strategies of material use which
involve activities like maximizing the material use through substitution, reuse and
recycling as well as the end use efficiency maximization by designs for sustainable
environmental measures.
Value in Risk Management
Hoffman (2000) notes the relevance of proactive participation in environmental
awareness and sustainable measures by the firm. Simkins and Fraser (2010) share a
similar view, arguing that the hazards and opportunities facing the firm on the
corporate sustainability front are ever complex and corporate executives should
participate in finding means to benefit the organization. Hoffman (2000) adds that an
organization with appropriately defined environmental risk exposure for its
employees will for example enjoy lower insurance premium charges. Weybrecht
(2010) identifies sustainability risks as competitive disadvantage from energy or
material inefficiencies, impact of mandatory take back rules, future taxes and
regulatory restrictions. This could lead to increased costs in emergency responses,
increased remediation costs and increased product liability costs.
Value in Capital Investment
Investment in ventures whose return exceeds the company’s cost of capital
creates value (Kubr & ILO, 2002). The choice of an analytical process and decision
criterion can be either simple or complex depending on the project being financed.
Hoffman (2000) points out that firms spend millions of dollars servicing the whole
life cycle of interest on capital and design decisions. As reflected in the abridged
information memorandum of KenGen, the Hydros, geothermal, thermal, and wind
projects have a capital cost of 188.4M, 1103M, 200M, 18.9M US Dollars
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2011).
From the perspective of Baumgartner, Faber, and Schiller (2006), capital theory
especially for major investments involves a longer time horizon with a view of
allowing more rapid rate of capital accumulation. However, during this long time
horizon, environmental factors may accumulate and influence return rates. The
decision to innovate might, for example, bring into focus the time horizon and
expectations of the returns on capital invested. Hoffman (2000) posits that the
consideration of environmental factors will influence the uncertainty of transaction
costs, reduce the marketing times, improve equipment acquisition times and
encourage the sustainable design of facilities.
Value in Market Growth
Corporate sustainability strategies have been used by market leaders for varied
outcomes. It can be used as a vehicle to capture customers (serve environmental
proponent clientele) and also as a market entry strategy (through innovations).
Hoffman (2000) alludes to emphasis on supplier relations, enhanced environmental
attributes of products, and safeguarding of corporate image and brand names. In most
industries, financial performance is valued using the internal rate of return with
respect to analysis of market factors like sales growth, margin expansion, multiple
expansion and cash flow generation from the sales (Lo & Sheu, 2007).
Value in Strategic Direction and Technological Strategies
Pursuing corporate sustainability strategies can lead to development of insights
that have an effect on the manner of decision making in a corporation. Hoffman
(2000) identifies opportunities for the firms in terms of the values obtained from
product mix, monitoring and management of strategic issues, redefinition and
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expansion of markets and the modification of business mission. Technological
strategies are a subset of the greater strategy crafting of the firm and they identify and
characterize the role of technologies in gaining competitive advantage (Warner,
2002). Therefore, technological strategies in the energy sector related firm can be
viewed, beyond scientific advancement measures, as enablers for the sustainability
strategy itself. Through the resulting technological strategies firms are able to develop
and gain value form their processes and products (Hoffman, 2000).
Understanding technological changes and implementing the advanced systems
in business value chains should endow a firm with competitive advantage (Porter,
1998). On global perspective technological advances in the electricity sector, include
more efficient conversion of fossil fuels, switching to low-carbon fossil fuels and
suppressing emissions, use of nuclear energy and renewable energy options (Metz &
IPCC, 2000). Firms face the challenges of identifying core technologies that impact
on their functions, funding significant research on technologies, ensuring technology
transfer happens and involvement in active and coordinated technological researches
(Porter, 1998).
Corporate Sustainability Strategy and Financial Performance of the Firm
Turner (2011) argues that performance measurement, whether financial or nonfinancial, if done using a well-designed performance measurement system should
reflect and create a shared vision that allows employees to effectively manage the
strategic direction of a firm in a way that delivers and maximizes value to all
stakeholders. However, most financial performance systems tend to be objective by
placing emphasis on quantifiable measures like sales, profits or internal rate of return.
The inclusion of corporate sustainability strategies in the firm’s agenda has introduced
nontraditional measures into the financial performance of the firm. Turner (2011)
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proposes the use of the financial and non-financial measures to ensure that teams do
not focus entirely on objective strategies to the detriment of other activities.
Pangarkar and Kirkwood (2009) consider this mix of financial and non-financial
factors in their analysis of the financial statements arguing that contemporary
evaluation of results should involve: valuation of the organization as reflected in the
balance sheet, whether the organization’s profits have improved, liquidity for shortterm viability, and ensuring that proposed activities are aligned to the organization’s
strategic direction. This criteria helps tie financial performance to the management
objectives of a firm. Barman and Topazio (2011) propose the application of a
convergence in reporting of performance which involves combining financial and
non-financial aspects to reflect the role of sustainability strategies in achieving a given
corporate direction.

Investing and financing
activities

Strategic
objectives

Operating
activities

Financial Statements

Integrated Financial Analysis: Financial Performance
Scorecard
Cost of capital
Value creation or destruction
Figure 2.2: A model for the process of value creation or destruction (Needles &
Powers, 2003)
The Balanced Scorecard Model
The above model for the process of value creation or destruction by Needles and
Powers (2003) reflected the same kind of premise that informs the balanced scorecard
model by Kaplan and Norton. According to Niven (2005), the BSC model identified
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financial measures as important but also reinforced the significance of nonfinancial
factors (Learning and Growth factors, customer perspective and internal business
processes). The value creation or destruction model integrated the BSC model in its
structure with emphasis on the financial factors (financial statements and cost of
capital) and the non financial factors (strategic objectives and operating activities).
Theoretical Orientation
This study was informed by the Stakeholder Theory as suggested by Miles and
Friedman (2006), who illustrated it through two principles, the corporate legitimacy
and stakeholder fiduciary principles. The principle of corporate legitimacy argues for
the management of the firm by considering the benefit of the stakeholders, the rights
of various groups are considered as well as their participation in decisions that
substantially affect their welfare. On the other hand, the stakeholder fiduciary
principal argues for the ability of manager to act in the interests of the stakeholders as
well as the corporate while safeguarding the long-term stakes of each party. Jensen
(2002) describees the linkage of objective function and stakeholder theory as
enlightened value maximization: implying that whenever managers make trade-offs,
they consider how to value gets created. It was necessary to determine the effects of
various stakeholders as drivers of CSS at KenGen hence their influence on various
factors of corporate strategy.
Hansen (2010) argues that stakeholders can follow various avenues to achieve
given attributes through: coalition building or involvement in interest groups in order
to gain power and redefinition of societal realities to influence the perceptions of the
legitimacy of their issue. Louche and Idowu (2010) describe the stakeholder from a
sustainable economics point of view as anything (nature, species, culture, group or
individual) that is influenced by or can affect the achievement of the organization’s
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objective. This is consistent with Hansen (2010) who indicates that the firm
constitutes a large set of stakeholders, the value chain of a firm is a chain of
stakeholders, managerial work involves management of stakeholder relationships and
stakeholder identification is firm specific.
Secondly, this study was based on the Open Systems theory which as Singh
(2010) suggests views organizations as living entities that exist within and is part of a
greater environment. The open systems view of management embraces the effect of
external factors and views internal operations (strategic direction) in relation to the
external environment. Therefore the open systems theory considers all the
constituents of the firm. This theory, informed by the Senge mental models of the
1990’s have influenced managers into thinking and looking at the overall picture
which involves both internal and external factors to reach given strategic objectives.
The value chain analysis of KenGen by Osano (2008) show that KenGen existed
within a highly integrated environment therefore it was necessary to consider all the
factors in the system within KenGen operates.
The open-systems theory redefined the prior ideals of organizational limits as
porous and problematic, in attributing most of the changes in the organizational
environment to the influences of cultural norms, symbols, belief and rituals: for
example, corporate disclosure policies have been considered an important means in
influencing external perception of a firm (Unerman & Bebbington, 2007). The opensystems theory describes the structure and interaction of organizational connections in
relation to the environment (Mizrahi, 2008). From the theory the firm is therefore
viewed as playing both proactive and active roles within a larger sphere -of industry,
environment or nation. Whenever other influences threaten the survival of an entity,
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the firm intensifies its control over external resources to minimize the threat or
dependence, such vulnerability has negative effects on the firm’s performance.
This study was also based on the Resource Dependence theory, which assumes
that firms strive for continuity; therefore their actions are motivated by a need to
ensure survival (Roos, Ribbers, & Beulen, 2006). Firms are involved in measures that
secure and ensure continued control over essential resources. This theory has been
used to describe the strategic orientation and alignment of organizations. Through
participation in inter-organizational linkages, firms acquire control over key resources
so as to decrease their own dependence whereas increasing the reliance of others on
the firm (Bohme, 2011). KenGen derived its primary resources from nature, an
understanding of the key motivation for enhancing control of resources played a role
in informing on sustainability factors at KenGen.
Finally, in reaching the conclusions of this study, the researcher adopted the
premise of the Pareto Principle as explained by Alchin, (2010) whereby most of
effects in many systems are considered a result of just a small number of the causes.
Barrat and Coppin (2002) argue that if the main causes can be identified, and
evaluated to determine which of the few generate the many, firms would be able to
channel their actions and resources very accurately. Therefore climate change and
related resource depletion (peak oil) levels have an effect on the financial
performance of energy firms. Since the scope of this study was limited to climate
change and resource depletion, it was necessary to limit the factors influencing
financial performance to one strategic dimension: corporate sustainability strategies.
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Conceptual Framework
Independent variable
Market driven strategies
Process driven strategies

Intervening Variables
Value Creation:
Technology
Market growth
Regulatory
Compliance
Operational efficiency
Capital investment

Dependent variables
Financial and non
financial indicators:
Capital expenditure
Cost Savings
Dividend ratio
Market Share and new
Market Entry
Risk Premiums

Figure2.3: Conceptual Framework (Author, 2012)
The independent variables describe the internal and external triggers of change
in the firm (Orcullo, 2007). The influence of the independent variables in the
conceptual framework should inform the formulation and implementation of the
various activities under the operations adopted by KenGen. Therefore the independent
variables form the basis of CSS at KenGen based on the various interests of the
stakeholders.
The intervening variables described aspects of opportunity creation that are
probable results of the influence of the internal and external drivers of change.
Technology variable could involve the development of more efficient and processes
as well as transfer from more advanced firms involved in the CDM projects. Cleaner
systems of production could reduce risks as well as ensure that KenGen is not
exposed to punitive regulatory measures. Operational efficiency is reflected by the
existing company measures on recycling, pollution and use of energy itself. The
intervening variables represent the internal condition of the organization. They are
channeled towards building and developing the organization and are long-term
oriented. They reflect a wholesome participation of organizational members in
strategy achievement.
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Dependent variables in financial performance are in the form of pricing of
electricity, for examplein the long term there is a reduction in the fuel levy as
government considers cost of renewable energy to be less than that of fuel. CDM
funding provides an alternative source borrowing from financial institutions; this has
effect on cost of capital for investment. The CSS also involve differentiation of
energy resources and products. The effect on the market share and newer market
creation was significant for KenGen in achieving its vision.
Summary
This chapter focused on the shifting strategic context for sustainability with
regards to the firm, integrated sustainability strategies, the linkage of strategic
management to financial performance and related theories that influence the activities
of enterprise, giving rise to the conceptual framework.
The next chapter dwells on the research methodology; it describes the research
design, the population of the study and the basis of sampling, as well as the data
collection process and the instruments to be used in gathering data to achieve the
objectives of the study.
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CHAPTER THREE
RESEARCH METHODOLOGY
Introduction
This chapter presented a systematic description ofhow the researcher arrived at
the sampling, data collection and analysis procedures. It detailed how the data was
sampled relative to the objectives of this study.
Rajendra (2008) described research methodology as the consideration of the
means of carrying out a given research as well as the logic behind the methods used in
the context of the research study. Hence, research methodology provided a platform
for the use of specific methods or techniques, and explained why others were left out.
The methodology of this study covered: study design, target population, sampling,
and data collection method, the pretest of collection instruments, data analysis,
presentation and ethical considerations of the research.
Research Design
Research design according to Rajendra (2008) is described as the linkage and
organization of conditions for collection and analysis of data in a manner that aimed
at combining relevance to the research purpose with economy in the procedure.
Rajendra (2008) concurs with Vaus (2005) arguing that research design focused on
the structure of an enquiry, which lead to the minimization of the chance of drawing
the wrong casual inferences from the data. Three main types of research- descriptive
research, observational research and experimental research- were considered.
Descriptive research is a type of quantitative research that usually precedes the
more controlled experimental or corelational researches. Descriptive research
according to Powers and Knapp (2006) provides a knowledge base when little is
known about a phenomenon or such things as clarification of a situation, classification
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of information, or description of subject characteristics that will aid in the refinement
of the research problem, formulation of the hypothesis, or design of data collection
and analysis procedures. Rajendra (2008) posited that descriptive design involves fact
finding enquiries of different kinds, where the researcher has no control of the
variables and can only report what has happened or what is happening.
Descriptive research is detailed in classifications of: Cross-sectional, sample
survey, longitudinal and true panel measures (Lacobucci & Churchill, 2009). Crosssectional studies are research studies based on observations representing a single point
in time (Babbie, 2010; Powers & Knapp, 2006). Whereas cross sectional design
defines a one time reflection of a trend, longitudinal studies are primarily studies that
produce a continuous and repetitive reflection of a trend (Powers & Knapp, 2006;
Rajendra, 2008). True panel studies involve interview or observation of the same
sample of people in given waves over a range of time (Lacobucci & Churchill, 2009).
Surveys are generally cross-sectional and descriptive (Thyer, 2009). Surveys are
preferred and common method of research because they are easily adapted for use in
many different situations when the researcher wants to find out about a given issue.
Surveys are either qualitative or quantitative and even to a larger extent incorporate a
combination of both (Babbie, 2010; Powers & Knapp, 2006; Thyer, 2009).
Observational research is a systematic process of determining actual behavioral
trends of people events and objects as they happen (William, Babin & Zikmund,
2009). The studies are common in market research and behavioral research oriented
programs in the business world. However, observational research is limited by its
inability to determine attitudes, motivations and preferences (Lacobucci et al., 2009;
Powers & Knapp, 2006; William et al., 2009). Observational research therefore
cannot reflect the reason for a given occurrence of an action.
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Exploratory research is designed with the intention of discovering the cause of a
specific problem by discussing the problem with informed sources both within and
outside the firm and by examining data from other information sources (Kurtz &
Boone, 2011). Other informational sources would include the sales journal, profit/loss
analysis as well as the disclosures on the books of accounts. Kazer, Kazer, and
Fitzpatrick (2011), however identified the demerits of exploratory research as: having
a limited scope and focus, its lack of generalizability to a larger population and the
lack of basis for prediction.
Rapoport and Zwick (2005) described experimental business research as a
process that involves laboratory-based experimental economics methods to study a
wide range of business and policy issues spanning the entire business domain
including accounting, finance, information systems, marketing, management and
policy. Kazer et al. (2011) and Rapoport and Zwick (2005) credit experimental
research with informing on empirical regularities as a basis for the construction of
new managerial and economic theories. By extension these experimental approaches
can be used to compare already existing business and economic theories (Rapoport &
Zwick, 2005).
On the other hand, Mugenda and Mugenda (2003) define a case study as an indepth investigation of an individual, group, institution or phenomenon. Similarly,
Robson (2002) defines a case study as a strategy of doing research which involves an
empirical investigation of a particular contemporary phenomenon within its real life
context using multiple sources of evidence. Case studies also depicted an accurate
position, situation and events in the company (Robson, 2002). Case studies entailed
the detailed and intensive analysis of a single case (Bryman & Bell, 2003). Case study
provide a vehicle through which several qualitative methods can be combined,
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thereby avoiding too great a reliance on one single approach (Knights & McCabe,
1997). Case studies according to Babbie (2010) are used in studies that have
individual people as the units of analysis serving as respondents and informants. A
case study is a very powerful form of qualitative and quantitative analysis that drills
down than casts wide (Kothari, 2008).
The researcher used descriptive research design to describe the characteristics of
the research sample. A census, informed on the preferred design of the study. The
study employed a case and descriptive research design since the information was
obtained from a single organization, the Kenya Electricity Generating Company and
the researcher sought to describe it in detail and within context of the CSS.
Population
According to Panneerselvam (2004) a total population is the entire spectrum of
a system or process of interest. This description was in tandem with that of Johnston
and VanderStoep (2009) which defined a population as the universe of people to
which the study can be generalized. KenGen has 1,557 employees in total. Babbie
(2010) defined a population as an aggregation of elements from which the sample is
actually selected. In a research study, population refers to those who can provide the
required information. An effective population size attempts to be as diverse as
possible, representative, accessible to the researcher and knowledgeable on the topic
of investigation (Orodho & Kombo, 2002).
Sampling Technique
Sampling according to Mugenda and Mugenda (2003) refer to the selection ofa
proportion of the population to participate in a research study. In this study mini
census approach was used. A complete enumeration or collection of details from, or
about the universe is calleda census (Levin & Rubin, 1991). A mini census on the
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other hand, is more specific to given administrative units however small; and provides
data that is representative of unique functional features (Johnston & Vanderstoep,
2009).The census approach allowed the researcher to collect data from every member
of the population of interest. The number of individuals who dealt with sustainability
and the Olkaria II 3rd unit was obtained from the human resources function. In total
Olkaria had 647 individuals, inclusive of heads of functions and support staff who
alternated between the Nairobi and Olkaria offices. In research, population can be
classified into two; target population and accessible population. Mugenda and
Mugenda (2003) defined target population as the population to which the researcher
wants to generalize the results of the study. In view of this definition the target
population was made up of 647 KenGen employees in the HQ and Olkaria II 3rd Unit.
KenGen employee data on individuals deployed at Olkaria II 3rd Unit was 184. The
184 individuals in the Olkaria expansion were treated as the accessible population and
the mini census approach was used on this group. Employee details from KenGen
headquarters with respect to management hierarchy at Olkaria II 3rd unit were
distributed as presented in table 3.1.
Table 3.1:Mini census population for Olkaria II 3rd Unit
Population category
Number of employees
Top management staff
20
Middle management staff
42
Lower management staff
122
Total staff
184

Percentage
10.9
22.8
66.3
100.0

The researcher viewed the data on top management, middle management and
low level management/ union staff as inclusive of all who were involved in
sustainability projects and CSS. The top management in many organizations mainly
concentrates on formulating of strategies and crafting of the strategic plan for the
company (CSS formulation) whereas the middle and lower level staff mainly deal
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with the implementations of the (CSS) strategies that have already been passed
(Cornelissen, 2005).
Types of Data
Data referred to all the information to be collected by the researcher to complete
the study, these data included facts and figures relating to a particular activity under
study, the types of data collected was both primary and secondary. Primary data is
best collected from interaction with the respondents through the aid of hired research
assistants (Mugenda & Mugenda, 2003). This will involve administration of
questionnaires and interviews administered to various officers in the Olkaria II CDM
project.
Secondary data is data which already had been collected by someone else and
which has already been passed through the statistical process (Kothari, 2008). The
secondary data was collected through extensive reading of journals, articles, scholarly
books, critical articles on newspapers, financial reports and magazines, opinion
pieces, on-line journals, published and unpublished papers, materials from Ministry of
Energy, World Bank, IMF and other library-based materials (Kothari, 2008). In
determining the financial ratios, the financial statements and sustainability reports of
Kengen for the years 2007-2011 were relied on.
Data Collection Tools
Questionnaires were the main instruments for data collection in this study. They
are a more appropriate way of addressing sensitive issues, especially when the
assessment is meant to offer anonymity to help avoid reluctance or deviation from
respondents (Babbie, 2010). In this study the questionnaires were appropriate due to
the stringent conditions of the government agency and rules that govern safety and
operations at KenGen Olkaria II. The questionnaire is carefully prepared to ensure
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that the respondents are able to understand, it has both structured and open ended
questions and this gave a scientific reassurance and confidence (Robson, 2002).
Structured questions are definite, specific and pre-determined in nature. The question
and answer approach is simple to administer and to analyze (Babbie, 2010).
Unstructured questions have a general formulation that largely depends on the
respondents input, they are open ended, not defined and therefore gave a range of
possible response (Mugenda & Mugenda, 2003). The researcher distributed a total of
one hundred and eighty-four with questionnaires consisting only of structured
questions.
Interviews were advantageous because they were open to clarification by both
the interviewer and the interviewee, the presence of the researcher encouraged
participation and involvement yet they were efficient at providing feedback at
relatively low cost and short time. The researcher is able to observe the respondents in
their natural environment, record what is happening (behavioral) and eliminate
subjective bias (Mugenda & Mugenda, 2003). This method was used to collect
information from employees of Olkaria II with due regard to the safety measures,
complexity of the working area and restrictions to non-personnel in the working area
as stipulated by company policy.
The researcher requested for access to interview employees. Given the nature of
work, the researcher was only allowed access to three respondents in the upper level
management and six in the middle level. The appointed interviewees were considered
to be those who directly deal with and oversee CSS. The interview guide had only
open ended questions. The responses were noted down by the researcher. Since the
interviews were used on the nine individuals who had earlier on responded to the
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questionnaires, the accessible population remained at 184. This study took the
interviews into consideration there is an indepth interview guide at theappendix.
Data Collection Procedure
The main data collection procedure was the ‘’drop and pick method’’,
questionnaires were used as the main instrument. The one hundred and eighty four
questionnaires were administered by the research assistants to the respondents. The
researcher and the research assistants only delivered the questionnaires to the
respondents and collected them later. It is ideal to administer the questionnaire to the
respondents who have busy schedules and therefore allowing them appropriate time to
peruse and answer the questionnaire keenly (Mugenda &Mugenda, 2003).
Questionnaires consisting closed questions were distributed so as to elicit detailed
responses. The research assistants were trained by the researcher before the research
began and the questionnaires checked for completion before distribution was done.
Nine of the respondents from upper management and middle management levels were
also involved in the interviews, the individuals considered had already responded to
the questionnaires and access to them was based on their availability, responsibilities
and clearance granted by the headquarters.
Questionnaire Pre-test
Pre- testing is the process that permits refinement of the questionnaire before
the final test (Mugenda & Mugenda, 2003). The data collection tools were pre-tested
to determine the clarity of questions asked and the length of time it took the
respondents to complete the questionnaire. Prior to undertaking the study, the
researcher prepared a set of copies of questionnaires similar to those to be applied at
Kengen, and administered them on six employees at the 35MW Bagasse based
Cogeneration Project of Mumias Sugar Company Limited. Pre-test sample provided
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constructive comments on wording, clarity and removed ambiguity. MSCL bagasse
based cogeneration project is of similar capacity as Olkaria II 3rd unit and has six
individuals who directly deals with CSS factors. The intention of pre-testing is to
make sure the researcher understands the meaning of the question as perceived by the
respondents and how they arrive at their response to help improve the wording
(Robson, 2002).
Data Analysis and Presentation
The data analysis is the whole process which starts immediately after data
collection was completed and ends at the point of interpretation and processing of the
results (Kothari, 2008). Data was of no value merely as data, it had to be analyzed in
order to give meaning that provided answers to the research problem. The following
steps were followed in analyzing the data collected; data capture, data sorting, editing,
processing and results interpretation.
Data capture and sorting entailed rearranging the collected data from the
questionnaires for ease of handling and storage. Editing involved reading through the
questionnaires to spot ambiguities or errors that may have occurred during the data
collection process and making corrections. Coding was done by assigning numbers to
the individual or unit questionnaires, the quantitative data was analyzed using Pearson
and Spearmans’ correlation from the analysis software (SPSS) and the findings
presented using descriptive statistical methods namely tabulation, graphical
presentation, percentages and ratios (Robson, 2002). This infers validity and valuable
conclusion about the study.
Ethical Considerations
Regardless of the form of research or enquiry, researchers must be conscious of
the ethical issues involved in the research activity and abide by a set criterion (Gay &
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Airasian, 2003). To ensure the integrity of the study, Rault (2008) suggested that
researchers must discuss the level of anonymity with the participants. Prior to the data
collection, the participants and the researcher reviewed the consent or authorization
letters from the NCST and KenGen Headquarters. It was indicated that if necessary,
real names were to be left out in the research findings, and pseudonyms used in their
place. In addition, each participant was informed of the nature of the study and the
application of the data collected before administration of the questionnaire; this was to
ensure the attainment of informed consent among the respondents.
Summary
This chapter has given a details of the activities and proceddurs to be used in
this study. It has detailed the population and sampling procedures. The data collection
was carried out using the appended questionnaire and interviews analyzed using
spearman’s and Pearsons correlation in SPSS, tabulated and presented in graphs. One
hundred and eighty four employees were accessible for the mini census.
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CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND INTERPRETATION
Introduction
This chapter detailed the research findings, analysis, interpretation and
presentation. The researcher employed the use of quantitative data analysis
procedures to analyze the data. The results were used to validate the effects of CSS on
the financial performance of KenGen.
Response Rate
The total response rate is considered an indicator of the representativeness of
the accessible population (Babbie, 2010). The response rate is

a mathematical

framework that defines thresholds or limits for the application of data as
representative for a given sample (Shields, Hopwood, & Chapman, 2007). Therefore
an acceptable response rate of at least 50 % is considered adequate for analysis and
reporting as recommended by Babbie (2010). It is argued that whereas lower response
rates can lead to biased results since key organizational characteristics could influence
the response patterns of targeted population (Shields et al., 2007). On the other hand,
Babbie (2010) also argues that a response rate of at least 60 % is considered good
whereas that of 70 % is very good.
The total number of interviews conducted was nine, which is 100% respondent
rate. However, the number of completed questionnaires was 126 whereas the
accessible population had 184 individuals. The response rate is therefore determined
as shown:
Response rate = Number of completed questionnaires
= 126
Number of eligible corresponding units
184
= 0.684

= 68.4%
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There is no standard response rate at which the threat of non-response bias can
be ruled although it is assumed that the higher the response rate the lesser or minimal
the threat of non-response bias (Shields et al., 2007). For Eggert and Dybdahl (2010),
a response rate of 48% was an encouraging indicator that Wisconsin based businesses
were paying attention to sustainability. The KenGen study could have reflected a
higher response rate because it targeted an entity that was already involved in
sustainability.
Background Information of the Study Population
Number of years of service at KenGen Olkaria II 3rd units
Study results on the respondents’ number of years of service at Kengen Olkaria
II 3rd units are presented in table 4.1.
Table 4.1: Tenure of Service at KenGen Olkaria II 3rd units
Number of years of service
Frequency
Up to 2 years
32
2- 5 years
63
5- 10 years
31
Total
126

Percentage
25.4
50.0
24.6
100.0

Out of the 126 responses 31 (24.6%) of the respondents had an experience of
over five years, 32 (25.4%) of the respondents had up to two years of service whereas
the bulk of the respondents 63 (50.0%) had an experience of between two to five
years. The 24.6% reflects the initial number of personnel who were engaged in the
project planning phase and also retained for the implementation of the project. A
higher percentage 75.4% (25.4% and 50% combined) signals an appropriate level of
commitment, recruitment and deployment of personnel to the sustainability projects
within the last five years. An increased and dedicated approach towards committing
human resource to sustainability strategies is considered effective in advancing the
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understanding of CSS and mitigating the risks of climate change (National Research
Council Committee on Science of Climate Change, 2001).
Level of Education
From the findings presented in table 4.2 on the level of education, 42.1% (53)
had obtained a bachelor’s degree, 48.4% (61) had obtained a diploma, and 9.5% (12)
had obtained a postgraduate level of education.
Table 4.2: Highest Level of Education
Highest academic level
Frequency
Diploma
61
Graduate
53
Postgraduate
12
Total
126

Percentage
48.4
42.1
9.5
100.0

Over the long term, educational levels are considered to be significant factors
influencing the ability of populations to diversify coping mechanisms towards climate
change (Pererra, Puthin, & Shaw, 2010). In an environment that is highly dynamic, it
is significant that a workforce be reliable and knowledgeable (Harris, 2007). These
workers create, integrate and share knowledge so as to solve problems and are
concerned about optimizing their knowledge and skills. The involvement of
employees in strategy formulation by management, as long as it is well
communicated, should reinforce strategy implementation efforts.
Job Descriptions and Climate Change
There was need to determine the respondents’ understanding of their job
engagements with respect to CSS. Findings revealed that all the respondents (126,
100%) confirmed active participation in CDM projects.According to Green Media
and UNEP (2010), a large number of disciplines are evolving in response to climate
change challenges and opportunities; contemporary human resource priorities
generally involve integrating sustainability and CSS responsibilities into job
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descriptions, identifying individuals who are well suited to meet these challenges and
developing internal public communication channels on sustainability. Sustainability is
considered

an

important

recruitment a

retention strategy. A

survey by

MonsterTrak.com, a career website, found that 92% of the respondents were more
inclined to work for an entity that was environmentally responsible and 80% of entry
level professionals preferred jobs that directly improved the environment (Hitchcock
& Willard, 2009).
Drivers of Corporate Sustainability Strategies at KenGen
Key Drivers of Corporate Sustainability Strategy
Table 4.3: The Key Drivers in the Development of CSS at KenGen
Stakeholder
Percentage Responses
Least
Low
Moderate Above
High
No
Influence Influence influence average Influence response
influence
Employees
62.7
3.9
6.3
27.0
0.0
0.0
Government
0.0
0.0
10.3
15.9
73.8
0.0
Investors
16.7
31.8
49.2
2.3
0.0
0.0
Financial
75.4
11.1
2.4
3.2
7.9
0.0
Analysts
Market/Custo
62.7
15.9
4.0
2.3
14.3
0.8
mers
Others
12.7
23.8
62.7
0.0
0.0
0.8
From the findings 62.7% of the respondents argued that employees and market /
customers had the least influence on the adoption of CSS at KenGen. In addition,
75.4% of the respondents argued that financial analysts also had least influence on the
adoption of CSS at KenGen. Further, 16.7% and 12.7% of the respondents considered
investors and others (development partners, insurance companies, NGOs and
competitors) respectively to be of least influence. In addition, 31.8% and 23.8% of the
respondents argued that investors and others respectively had low influence. In
addition, 4.0%, 11.1% and 15.9% of the respondents considered employees, financial
analysts and market/customers respectively as low influencers. This indicated that the
46

Archives

Copy

Daystar

University

Repository

employees, consumers and investors were not directly involved in setting the vision
and mission on CSS for KenGen.
The willingness and perception of employeesis considered a critical factor
during the shift ofstrategies. According to Hollwedel (2004) there is need for
employees to understand and be involved in the adoption of CSS. The above
percentages varied slightly from those presented by Baier and Tomaszewski (2009) in
terms of employee participation in CSS for a survey of 300 large companies chosen
from a 2008 Fortune 500 list, which indicated that 52% of the respondents did not
participate in CSS. Financial analysts offer expert and in-depth monetary knowledge
for the understanding of CSS. A research by CFO and LaSalle (2008) indicates
thatmost organizations have also found ways to integrate environmental issues into
investment decisions usingtraditional financial analytic ratios and decisionmakingframeworks. From the responses the researcher concluded that the respondents
view financial analysts/ consultancy firms as external drivers. However, in a previous
study by Accenture and CIMA (2011), financial analysts referred to finance function
of the organization where for example the chief financial officer’s role in CSS where
6.3% of the respondents had little or no role in CSS (least and low influencers), 27.7%
played a supportive role (moderate influencers), 44.4% a substantive role (above
average influencers) and 22.2% played a leading role (high influencers).
Hoffman (2000) noted that the government relations departments with respect to
involvement in the development and adoption of climate related strategies had a
response rate of slightly above 50.0%. Most of the corporate entities surveyed are
privately owned as well as publicly-listed companies, while some are also government
owned. In this study however, the researcher was aware of the controlling stakes held
by the Kenyan igovernment on the ownership, operation and management of KenGen
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(KenGen 2011). This could explain the high influence of 73.8% response rate
indicated above.The influence of shareholders or investors varies depending on
whether they are individual or institutional investors. Institutional investors are
generally large shareholders and are far better and able to exert some influence over
company policies compared to individual investors (Ruigrok & Tulder, 1995). It is
assumed that about 50% of publicly quoted stocks are owned by institutional investors
with the rest being under the control of individuals. This could explain the 49.2% and
31.8% response rates. Government being an institutional investor could account for
much of the 49.2% response rate whereas 31.8% of the respondents referred to
individuals.
Study results also show that 62.7% of the respondents indicated least influence
in the market by customers on the adoption of CSS byKenGen. This implied that
customers did not have a direct influence on the strategic direction that the firm
engaged in. This percentage differs from the results of a survey carried out in Canada
which indicates that 90% of the respondents/ customers in the study held certain
ethical thresholds with regard to the environment and they expect the same of
organizations (Bell, 2002). The difference in these outcomes could be attributed to
variances in social status, incomes, cultures and knowledge (Thiele, 2008).
Study results showed that 62.9% of the resspondents and 49.2% of the
interviewees considered other drivers and investors respectively as moderate
influencers, while 10.3% and below of the respondents reflected a moderate influence
among government (10.3%), employees (6.3%), market/customers (4.0%) and
financial analysts (2.4%). In addition, 27.7% and 15.9% of the respondents reflect an
above average influence by employee and government respectively on the adoption of
CSS by KenGen. Investors, Financial analysts and market/customers were each
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considered above average influencers by 2.3% of the respondents.The government
was considered a high influenced by 73.8% of the respondents whereas financial
analysts and market/customers were polled 8.7% and 14.3% respectively. As
confirmed by the in-depth interviews, the role of stakeholders in general influenced
the formulation and implementation of CSS. The involvement of government was
highly tied to the need for complince to statutory expectations placed on KenGen.
The survey results indicated a high emphasis on external publics. In this case,
elaborated as insurance companies, suppliers, NGOs, trade associations and
development partners who were polled by 63% of the respondents. Probably the
emphasis of the respondents was on the CDM-related initiatives which involve CSS at
KenGen. Hoffman (2007) also reflects an above average (over 50%) response with
regard to NGOs, external publics whereas the press / media had a slightly below
average respondent rate.
Motivation for Involvement in CSS by Reducing Operating Cost
Table 4.4: Stakeholder Motivation for Reduced Costs
STAKEHOLDER
Percentage Responses
Least
Low
Moderate Above
Influence Influence influence average
influence
Employees
3.2
8.0
8.0
49.2
Government
9.5
2.4
6.3
42.9
Investors
2.4
2.4
55.5
39.7
Market/Customers
70.6
15.9
3.2
2.4
Financial Analysts
6.3
2.4
4.0
64.3
Others
15.9
23.9
46.8
6.3

High
Influence
31.6
38.9
0.0
7.9
23.0
7.1

From the findings 31.6%, 38.9%, and 23.0% indicated that employees,
government and financial analysts respectively were highly motivated by a desire to
reduce operational costs as shown in Table 4.4. In addition, the other stakeholders
having an almost similar percentage; market/ customers (7.9%) and others (7.1%) are
highly motivated by operational costs reduction. The employees, being engaged in
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daily operations at the firm regarded costs reduction as a significant, and this could be
tied to their perfomamce contracts. The government’s need to avail electricity to the
general populace could have influenced KenGen to drive down costs. The financial
Analysts understood that high operating costs would reduce the net profits of
KenGen.
Approximately 55.5% of the respondents indicated moderate influence in the
choice of CSS as an instrument for reduced operating costs, whereas 46.8% of the
respondents also indicated a moderate influence for Others. The rest of the
stakeholders had below 10% respondent rates indicated for moderate influence:
employees (8.0%), government (6.3%), financial analysts (4.0%) and market/
customers (2.4%). This findings are in tandem with the study by Mutimba, Mayieko,
Olum and Wanyama (2010) who explain that many Kenyans are still unaware of the
opportunities that climate change presents such as carbon markets thus the low
response rate by the customers.
Study results also showed that 23.9% of the respondents said Others had a low
influence in choice of CSS towards reducing operating costswhile 15.9% of the
respondents polled a low influence for CSS application in the reduction of cost for
markets/ customers. Furthermore, the following had a response rate of below10%:
employees (8.0%), government (2.4%), investors (2.4%) and financial analysts
(2.4%). The highest response rate for least motivation in attaining reduced costs was
indicated for market/customers at 70.6%, while others had a response rate of 15.9%.
The response rate for employees was 3.2%, whereas that of government was 9.5%. In
addition, investors and financial analysts had a response rate of 2.4% and 6.3%
respectively.
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All these figures varied markedly from Ernst & Young (2010) survey findings
which showed that 90% of the respondents considered energy costs to be a key
driving factor in the determination of their CSS. In addition, 77% of the respondents
considered carbon costs central to their choice of CSS programs. These numerical
differences could be attributed to two main reasons: the Ernst & Young’s 2010
survey covered over 300 company executives from 16 different nations and 18
industrial sectors which reflected a divergence in country indices performance. This
research however focuses on Kenya and a single entity: KenGen. The other reason
could be that most of the respondents operated in nations that had advanced carbon
footprint monitoring systems. Anonymous (2009) notes that Kenya needs to
strengthen its institutional capacities to benefit from the carbon and CSS related
programs.
Acquiring Financing from Climate Change Funds
According to the respondents, employees, government and investors were
highly influenced by a need to access climate change funding mechanisms as reflected
by the 3.6%, 38.9% and 23.8% response rates respectively as reflected by Table 4.6.
This implied that government, employees and investors were aware of the availability
of special funds that could sustainably finance projects. The above reflected a similar
outcome to that of the global executives 2010 report on business engagement in
climate change researched by Ernst & Young (2010) where above 30% respondent
rate (of global executives) was indicated for realignment of business towards
environmental concerns and climate change investments (Ernst &Young, 2010).
In the above average influence segment, respondent rates were distributed as
government, investors, employees and financial analysts registered response rates of
39.7%, 38.9%, 49.2%, and 62.7% respectively as reflected by Table 4.6. Compared to
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the other stakeholders, market / customers had a low response rate of 10.3%. The
moderate motivation for the access to climate change funding and hence create
potential for energy investments was high for Government at 55.5%, while the rest of
the stakeholders cumulatively registered 20.7% (reflected as: employees 8.0%,
government 6.3%, financial analysts 4.0% and market/ customers 2.4%). This
indicted that there was a general understanding that involvement in CSS created
opportunities for access to sustainability related financing.
For the low influence segment, findings presented in Table 4.6 showed that the
respondent rates indicated for the motivation for access to climate change financing
was 8.0% for employees, 6% for government, both investors and financial analysts
were similar at 2.4% while market / customers rate was 16%. Respondent rate for
market/customers polled highest at the low influence segment with 71% response rate.
However for the rest of the stakeholders it was low at 10% and below as reflected by
employees (3.2%), government (9.5%), investors (2.4%) and financial analysts
(6.3%). The percentages for the market/consumer suggest that this stakeholder was
largely non-participative in the of the climate change-energy investment funding
mechanism.

Statutory frameworks have a major role in ensuring that there are

established and sound economic instruments that incentivize consumer uptake of
voluntary mitigation in non-fossil energy and efficiency projects (Rademaekers et al.,
2012). This is a great difference from the global survey of consumers of energy with
a population of 1, 900 energy consumers and 100 industry executives by Valocchi,
Schurr, Juliano and Nelson (2007), where almost 25% of consumers had knowledge
of renewable power options available to them and at least 40% of the knowledgeable
consumers participated in renewable energy purchase options.

52

Archives

Copy

Daystar

University

Repository

Table 4.5: Stakeholder Motivation for Acquiring Financing from Climate Change
Funds
Stakeholder
Percentage Responses
Least
Low
Moderate
Above
High
Influe Influence influence
average
Influence
nce
influence
Employees
3.2
8.0
8.0
49.2
31.6
Government
10.3
4.8
6.3
39.7
38.9
Investors
2.4
2.4
55.5
38.9
0.8
Market/Customers
71.3
15.9
2.4
2.4
8.0
Financial Analysts
7.1
2.4
4.0
62.7
23.8
Influencing Procurement Costs for Energy Generating Facilities
In their analysis, Valocchi et al. (2007) note that organizational entities need to
grasp the enormity of risks and opportunities that exist within their supply chains.
Therefore the CSS have an implication on the procurement procedures, costs and
outcomes. Energy utility companies are highly exposed to the diverse nature of
participants in their supply chain and the concurrent climate change concerns.
Table 4.6 below shows that, the least influence segment had the highest
response rates on employees (70.6%) and market/consumers (69.8%). However the
response rates were lower 3.2% for government, 0.8% for investors and 6.3% for
financial analysts. For the low influence segment, the market/customers had a similar
response rate to that of employees (15.1%) whereas government had response rate of
8.0% and 2.4% for financial analysts. The similarity in the customer/market and
employee aspects could be because most of the respondents were not fully aware of
the procurement procedures, since they were not all in the procurement function.
Secondly, on the moderate influence segment table 4.6 reflects that, investors
were polled highest at 40%, whereas the other stakeholders had below 10% as
follows: employees (3.2%), government (8.0%), financial analysts (4.0%) and
market/customers (3.2%). In the above average influence employees were polled at
53

Archives

Copy

Daystar

University

Repository

(10.3%), whereas market/customers were polled at (11.1%). However, the respondent
rates for government and financial analysts were higher at (49.2%) and 61.9%,
whereas that of investors was indicated at a lower rate of 2.4%. On the highest
influence segment, the government and financial analysts had a response rate of 32%
and 25% while that of investors and market/ customers remained at 2.4% and 0.8%.
The research emphasized the motivation for government to engage in green
supply chain procedures with its overseas suppliers as very critical to the
advancement of the climate change agenda, Valocchi et al. (2007) also noted an
almost approximate figure (36%) or respondents working directly with their suppliers
to reduce their carbon footprint. Because of the existing Index based European
framework for the green supply chain, the government, through KenGen, could be
influenced to comply with the standards of the European Union to source products for
its renewable energy projects. According to PriceWaterhouseCoopers, Significant and
Ecofys (2009), 28% of the respondent organizations in Denmark had an action plan
for meeting goals on green procurement. Denmark is one of the nations that KenGen
has piloted, scaled-up and benchmarked as learnt from the indepth interviews.
Table 4.6: Motivation for Influencing procurement costs for energy generating
facilities
Stakeholder
Percentage Responses
Least
Low
Moderate Above
High
Influence Influence influence average Influence
influence
Employees
70.6
15.1
4.0
10.3
0.0
Government
3.2
8.0
8.0
49.2
31.6
Investors
0.8
54.6
39.8
2.4
2.4
Market/Customers
69.8
15.1
3.2
11.1
0.8
Financial Analysts
6.3
2.4
4.0
61.9
25.4
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Influencing the taxation regime under which KenGen operates
From a theoretical point of view, the introduction of taxation/caps is meant to
spur innovation in energy technologies, this is considered advantageous in abating
carbon emissions (Schmidt, Hansen, Tops, Jensen, & Jespersen, 2010). The figures
enumerated reflect the emphasis on CSS placed by various stakeholders with regard to
the tax regime that KenGen is subject to:Table 4.7:Motivation for Influencing the Taxation Regime under which KenGen
Operates
Stakeholders
Percentage Responses
Least
Low
Moderate Above
High
Influence Influence influence average Influence
influence
Employees
3.2
8.8
7.1
46.0
34.9
Government
9.5
18.4
10.3
9.4
52.4
Investors
7.9
23.6
62.9
3.2
2.4
Financial Analysts
7.1
4.0
5.9
62.9
19.9
Market/customers
70.6
12.7
4.0
10.3
2.4
Study findings presented in table 4.7 show that, for the least influence segment
markets/customers had a 71.1% response rate, with the rest of the drivers registering a
response rate of below 10.3% as follows: employees (3.2%), government (9.5%),
investors (7.9%) and financial analysts (7%). for the low influence segments investors
and market/customers indicated response rates of 24% and 13% respectively.
In the moderate influence, investors had the highest response rate at 64%
whereas the rest of the stakeholders had 10.3% and below for example employees
(6.7%), government (18.4%), financial analysts (5.9%) and market/ customers (4.0%).
In the above average influence category, financial analysts recorded the highest
response rate of 63% whereas employees came second at 46.0%, the rest of the
stakeholders had 29.4%, 3.2% and 10.3% respectively for government, investors and
/customers.
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For the high influence category, the respondent rates were as follows, 34.9% for
employees, government had 52.4%, investors had 2.4%, financial analysts had 19.8%,
and market/ customers polled 0.8%. From the results, government recorded a high
motivation response rate for pursuing climate cap related ventures. This could be
because the respondents understood that government procures its services and goods
from markets that intensively place caps on climate change related carbon emissions.
It could also be because KenGen has intensified geothermal production of electricity
over fossil fuel based sources and is benefiting from CDM. In addition, the study
covered respondents from the Finance, Environment and the Sustainability functions
who are involved in the preliminary CDM evaluation processes and their bias could
have influenced their responses on Employees and Financial analysts.
Khan (2008) notes that the Kenyan statutory system does not set out the legal
nature of carbon credits and there lacks a specific tax legislation. However, the high
response rates for Government and Financial analysts could be due to respondents
who are aware of the energy scale up policy by government which zero rates import
duty on renewable energy, equipment and accessories (Government of Kenya, 2011).
Pricing and Cost of Electricity
It is significant to consider the integration of renewable energy within the
spectra of challenge and opportunities that face the modern electricity industries
where price and corporate sustainability are considered critical issues (Outhred, Bull
& Kelly, 2007). Table 4.8 illustrates that,the least influence segment registered
highest response rate at 69.0% for markets/ customers whereas the rest indicated:
employees (22.2%), government (2.3%), investors (23.0%) and financial analysts
(6.3%). For the low influence category, employees and government had response rates
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of 7.1% each whereas financial analysts had an even lower indication at 4.0%.
investors and market/ customers polled highly at 34.9% and 16.7% respectively.
For the moderate influence category investors polled highest at 23.8% with
employees, government, financial analysts and market/ customers polling respectively
at 2.4%, 11.1%, 7.9% and 10.4%. In the above average segment, employees had 57%
response rate and financial analysts had a 62.8% response rate. The rest of the
stakeholders had: 29% for government, 9.5% for investors and 2.4% for market/
customers. Finally, for the high influence category, government scored highest at
50.0% response rate, whereas respondent rate for the rest was: employees (11.1%),
investors (7.9%), financial analysts (19.1%) and market/customers (2.4%).
According to Willemsen (2011), pricing and cost factors are significant in
identification of causal relationships in the determination of perceived value derived
from goods or services. In the case of KenGen, an analysis on energy consumption
patterns indicated that affordability was the main reason why majority of consumers
were not willing or able to pay for improved or value added energy services
(KIPPRA, 2010). The high respondent rate indicated for the low influence segment
indicates this unwillingness by the consumer. This research is in tandem with the
KIPPRA study on energy consumption patterns which reflected about 86.3% of
consumers who were unwilling to participate in the improvement of electricity
services.
There is a wide and interesting divergence between this research and a 13 year
old research on renewable energy pricing on Colorado, USA where over threequarters (76%) respondents expressed willingness to pay increasing amounts of $1
to$10 per month on the electrical utility bills for renewable energy (Farhar & Coburn,
1999). However, the divergence in these two studies might lie in a number of factors:
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since the USA is a developed nation the consumers could have a higher buying power
as compared to Kenyans. Secondly, the Colorado study targeted homeowners whereas
this study is industry specific. Finally, the perceived preferences for renewable energy
in the USA, within the limitations of the Colorado study, were quite high, for example
80% polled it for improved quality of air, 70% for safety and 60% as the energy of the
future (Farhar & Coburn, 1999).
This research is reinforced further by country level studies in Europe which
focused on nuclear energy (a renewable energy source) where out of 23 countries,
majority of the respondents concurred with the potential of attainment of stable and
low energy prices in the following order: Sweden (70.6%), Lithuania (69.0%) and
Slovakia (68.2%). These respondent rates are slightly higher than the respondent rates
of this research for Government (50.0%) probably because: they specified nuclear
energy unlike this study which focused on geothermal energy source. Secondly, most
of these respondents might have had experience related to nuclear energy use.
Table 4.8: Stakeholder motivation for Influencing the cost and pricing of electricity
Stakeholder
Percentage Responses
Least
Low
Moderate Above
High
Influence Influence influence average
Influence
influence
Employees
22.2
7.1
2.3
57.3
11.1
Government
3.2
7.1
11.1
28.6
50.0
Investors
23.0
34.9
23.8
7.9
10.4
Financial Analysts
6.3
4.0
7.9
62.8
19.1
Market/Customers
69.0
16.7
9.5
2.4
2.4
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CSS Influenced Strategic Direction Through Value Creating Opportunities
Potential of Creating New and Cheaper Energy Sources for Kengen

Figure 4.1: The Potential of Creating New and Cheaper Sources of Energy for
KenGen
The findings in figure 1.1 show that, 49.2% of the respondents were strongly in
favor of the capacity of renewable energy to create new and cheaper energy sources
for KenGen, while 34.9% of the respondents held a favorable opinion, 15.9%
expressed their neutrality on the matter. From these responses a cumulatively high
proportion (34.9% and 49.2% combined) of respondents considered CSS essential for
the creation of newer and cheaper energy sources. This could imply that there was a
focus on cost of raw materials such as fossil fuels compared to geothermal in the
minds of the respondents.
The aspect of cost cannot be overlooked; in this research at least 83.7% of the
respondents were in favor of the creation of cheaper renewable sources of energy.
Though from a consumer point of view, a UK study which sampled real estate
planners, architects and developers confirms the high significance the respondents
place on cost implications associated with renewable technologies/energy. According
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to Senior (2009), installation costs for renewable technologies among architects
polled highly at 85.7%, planners polled 22.2% while developers polled 57.2%. From
this study by Senior (2009), developer and architects ranked costs as a significant
factor in their choice of renewable technologies.
The UK research had 41.3% of its respondents expressing a neutral opinion on
whether they had an idea on cost implications (Senior, 2009) while this KenGen
research had a neutral respondent rate of 15.9% (as shown in the above graph). The
difference could be due to existing training programmes at KenGen or the probability
of greater access to information for the KenGen respondents compared to the others in
the UK study whose core business and information set is on real estate.
Growth in the Market Share of KenGen

Figure 4.2: Investments in CSS had potential of creating new and cheaper energy
sources
From the illustration (figure 4.2) above, 38.9% of the respondents strongly
favored the effects of CSS on the growth of market share whereas 46.0% were
agreeable. Another 12.7% of the respondents expressed neutrality while 2.4%
disagreed. These findings show that the majority of the respondents were at least in
agreement with theh statement.
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Hoffman (2000) argues that emphasis should be placed on the role of the end
user/ consumer in the determination of environmental and sustainability strategies
within the firm. This implies that if a market has end users who demand
environmentally friendly products, the company has an opportunity to grow its market
share. Baumann and Rex (2007) indicate that renewable energy marketing involves
the usage of ecolables hence certain market segments or niches display
environmentalist behavior more than others and subsequently identify five niches of
environmentalists as: true-blue green who are real environmental activists, greenback
green who express environmental commitment by their willingness to pay premium
prices for green products, sprouts show neutral level of concern on sustainability,
grouserswho are relatively uninvolved in pro-environmental activities citing reasons
beyond their control; and finally, and basic brown who show low sustainability
participation.
Understanding the motivation of the consumers in each of the above mentioned
market segments is significant for determination of market growth rates. A Hardy
(2009) research on market shareshows that the consumers who are more enthusiastic
and passionate about sustainability and climate change in the USA are only 7% of the
population. The respondents on the graphical illustrationabove might not be
appropriate for the KenGen market segmentation since they are not fully
representative of the consumers and there might be an element of bias in their
response. However in this study a cumulative 85% (46% agreed and the 39% strongly
agreed) of the respondents thought CSS factors impacted on market share growth.
The views held by the respondents could be because they were internal publics of
KenGen who might have had privileged information confirming such growth rates.
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Reduced Risk for KenGen

Figure 4.3: CSS Linkage to KenGen Reduced Risk for KenGen
The above graphical illustration reflects the distribution of respondents with
10.3% Expressing neutrality, 7.9% agreeing and 81.7% strongly agreeing. This means
that that most of the respondents were fairly in agreement with the statement with
none off the respondents disagreeing with the statement.
A GreenBiz and Ernst & Young (2011) survey of CSS covering the major areas
of business resource scarcity, sustainability reporting and the role of Chief Financial
Officers in sustainability polled 61.1% of the respondents for the use of CSS in
managing risk. On the same aspect of managing risk whereas creating value, 87.3% of
the respondents citedchanges in brand risk as a consideration in the choice of specific
sustainability programs. These results vary from those of KenGen probably because
approximately 84.9% of the respondents are based in a developed nation (USA)
whereas in the KenGen case is a developing nation. In addition, the KenGen study
focuses on the electricity subsector whereas the GreenBiz and Ernst & Young
aforementioned study covered 24 sectors of the economy.
Hoffman (2000) argues that insurance entities have increasingly equated risky
operations with increased financial risks and insurance companies demand stringent
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sustainability practices before contracting on a policy. Corporate sustainability reports
are noted as some of the basic minimums expected of corporate in their compliance to
the insurance policy requirements. According to Ernst& Young (2011), 50.8% of the
respondent CFOs polled that their organizations published sustainability reports. The
publishing of sustainability reports might have an effect on reducing branding risks.
The high percentage of pollsters (who strongly agreed: 81.7%) in the KenGen
research could be individuals who are aware of the link between risk and
sustainability reporting at KenGen. This is confirmed by the 59th annual and financial
statement of KenGen which has a dedicated section on sustainability reporting. Based
on the results of this research, CSS led to the mitigation of risks at operational level.
Reduced carbon and Chemical Footprint

Figure 4.4: CSS adopted are linked to reduced carbon and chemical footprint for
KenGen
From the above illustration, 3.2% of the respondents were neutral, 9.5% agreed,
87.3% strongly agreed, whereas the categories of disagree and strongly disagree had
no respondents. This indicated that KenGen embarked on CDM and integrated CSS
into its operations to deliberately reduce carbon and chemical footprint.
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A 2010 survey on sustainable efforts of businesses in Wisconsin reflected that
53.2% of the respondent corporates engaged in carbon foot printing in the year 2010
and also 56.3% engaged in the same initiative in 2009 (Eggert & Dybdahl, 2010). The
KenGen respondent results are much higher at 87.3% because the scope of the study
was primarily based on a sustainability project overseen by development partners
under the Kyoto Protocol where one of the prerequisites is carbon foot printing
throughout the lifetime of the project. This is as opposed to the above Wisconsin
study which had both large, medium to small sized Wisconsin companies.
Sustainability Challenges Created Need for New Energy Solutions at KenGen
According to the following illustration, 91% of the respondents strongly agreed
that there existed sustainability challenges that were being addressed by power
generators whereas 4.7% agreed, 4.0% were neutral. None of the respondents either
disagree or strongly disagree. The 91.3% respondent rate suggests that KenGen is
actively involved in searching for reliable solutions of generating electricity even
from other power generators.
The identification of other power generators was important because there were
chances that KenGen was working with them in delivering electricity to the
consumers and therefore were part of the sustainability. Given the scope of the study,
it was not possible to determine the effects of the independent power producers on the
sustainability strategies adopted by KenGen.
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Figure4. 5: Sustainability Challenges are Driving the need for New Energy Solutions
at KenGen
CSSCreated Avenues for Tailor Made Capitalinvestment

Figure 4.6: CSS have created avenues for tailor made capital investment in energy
sector
Findings presented in figure 4.6 show that agree recorded a reponse of 12.7%
while strongly agree recorded a response of 87.3%. It is noted that strongly disagree,
disagree, and neutral ratings recorded no responses. This shows that all the
respondents were in agreement with the statement with the majority giving a strongly
agree rating.
A Deloitte study on sustainable financing noted that approximately 50% of the
respondents confirmed that capital allocation had largely been affected by
sustainability issues: increasing energy efficiency, generating onsite renewable energy
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and reducing industrial emissionsranked highest among the budgeted for investment
(Deloitte, 2011). Capital investments are considered central to the driving down of
operating and regulatory costs in the present and future (Deloitte, 2011). In
administering the questionnaire, the research assistants had to clarify the question to
the respondents. The 87.3% respondent rate for Strongly agreed could be because
Olkaria II 3rd Unit is a pure CDM funded sustainability project and the respondents
involved in it are exposed to the unique nature of equipment and processes.
Vesty (2011) in a report on the influence and impact of sustainability issues on
capital investment decisions records that 85.6% of the respondent Chief Financial
Officers acknowledged a deliberate decision to tailor and target investments towards
sustainability related projects. This study by Vesty (2011) has almost a similar
respondent rate as that of the above KenGen respondent rate of 87.3% that Strongly
agreed. However this KenGen study did not reflect the extent to which management
systems and controls are integrated into sustainability issues and therefore influence
investment decisions. If management systems and controls could be determined, they
could influence the KenGen respondent rates.
Tying Sustainability Strategies to Efficient Operational Standards

Figure 4.7: Tying Sustainability Strategies to Efficient Operational Standards
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Study results presented in figure 4.7 show that the respondents who disagreed
were 11.1% while neutral and agreed recorded 3.2% and 4.3% responses respectively.
Another 71.4% of the respondents strongly agreed with the statement. The CSS are
strongly aligned with goals of achieving efficiency in operational standards.
The Pew Center Energy Efficiency survey results indicate a number of
motivations for the carrying out of efficiency strategies among corporate among
which are: efficiency as a doorway to productivity, efficiency as a control against
volatile energy costs, efficiency as part of a larger commitment to the reduction of
carbon footprints and adoption of efficiency in anticipation of carbon emission
regulations (PCGCC , 2010). According to KenGen (2011), there is a continued
optimization of geothermal generation through maximization of steam usage; in
addition KenGen recycles brine back to the steam fields for reuse in power
generation. The respondents who polled a strongly agreed of 71% might be aware of
such optimization processes.
Efficiency is not only valued as a core element of corporate strategic planning
and risk assessment but also as a cost management and sustainability aspect
(Hoffman, 2000; Prindle, 2010). Since the respondents in the KenGen study came
from diverse departments of the company, this research assumed that operational
efficiency programs were carried out at all levels of the corporate structure. From a
study on energy efficiency by Prindle and Fontaine (2010), energy efficiency
strategies were identified by 93.7% of the respondents as existing corporate wide. It
should however be noted that the study on energy efficiency by Prindle, Fontaine and
Pew Center (2010) targeted organizations that were highly involved in sustainability
and energy just as KenGen waswas.
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CSS is an Opportunity for Lowering Greenhouse Emissions
Study findings presented in figure 4.8 below show that most of the repondents
(66.7%) strongly agreed while 10.3% of the respondents disagreed. Another 6.3% of
the respondents were neutral, while 16.7% agreed. The 66.7% majority response
shows that KenGen was actively involved in mitigating climate change issues and has
embarked on mechanisms that ensure that it earns revenue from carbon trading.

Figure 4.8: CSS is an Opportunity for Lowering Greenhouse Emissions
Egghert and Dybdahl (2010) determined that 73% of the respondents of a study
on sustainability efforts by businesses entities in Wisconsin polled for involvement in
sustainability initiatives because of community environmental concerns- GHG being a
major element. The 67% polled in the KenGen study might also tally with his because
from the KenGen (2011) sustainability report, the respondents might be aware that
environmental conservation, renewable energy and carbon credits are key
sustainability flagship projects at KenGen. Similarly, Egghert and Dybdahl (2010)
indicated that 29% of the government departments complied with environmental
policies. Similarly, KenGen is a government entity and the off take and running of
Olkaria II 3rd Unit was stringently verified for UNFCC compliance.
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Process and Technology Transfer
As reflected by Figure 4.9 below, from the survey 88.99% of the respondents
indicated that with successful implementation the CSS process and technology
transfer would be achieved. Another 6.3% of the respondents said that process and
technology transfer would only be marginally achieved while 4.8% were neutral.
This indicates that the rate of Process and Technology transfer is affected by the CSS
adopted by the firm. Sazali, Haslinda, Jegak and Raduan (2009) have emphasized that
multinational corporations tend to aggressively safeguard their advance technology,
knowledge and competencies which are reflected in the products, processes and
management because these strategic valuable resources and competencies are their
main sources of competitive advantage. Regardless, the implied meaning of the 88.9%
response rate for implementation of process and technology transfer is that there was
a deliberate effort between KenGen and other multinational corporations to participate
in joint ventures under the CDM mechanism.

Figure 4.9: Process and Technology Transfer
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Link Between Value Creating Opportunities Achieved and Financial Performance
Outcomes of Corporate Sustainability Strategies
Figure 4.10 below shows four main aspects that were assessed as the main
outcomes of corporate sustainability strategies during the implementation phases:
increased costs, rise of more products, increased risks and more investment funds.
While 46.7% of the respondents polled that increased costs (costlier processes,
costlier materials and compliance costs) would have a great effect on the financial
performance of KenGen, 39.8% held a contrary view in that the high costs would not
affect KenGen’s financial performance. The 46.7% might have been considering the
prevailing circumstances where the firm is involved in procuring equipment for the
geothermal processes at a premium; however the 39.8% could be respondents who
held a long term orientation on the value of the investment. It is worth noting that the
results of a global survey by PriceWaterhouseCoopers also indicated that 42.2% of
the respondents saw a rise in costs as a determinant of the financial performance of
their firm (PriceWaterhouseCoopers, 2008). However the PricewaterhouseCoopers
study was across different sectors, and involved only corporate the CEOs as the target
group. These CEOs were strategically placed and well informed on cost implications
for the different firms they worked with. Cost elements affected the uptake and
adoption of CSS , Moeremans, Hufflen, Jeukens and Pinta (2011) suggest that over
70% of the 85 companies surveyed on their sustainability efforts in Belgium, had
embarked on cost identification and reduction as one of the most effective ways to
attain sustainable business practices.
Secondly, while 63% of the respondents concurred with the high influence of
increased products on the financial performance of KenGen, 24% held the opinion
that increased products would have a moderate effect on KenGen’s financial
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performance. The 63% of the respondents could be influenced by among other things:
knowledge of the potential of the existence of market opportunities in green
investments, knowledge of attempts to create new energy processes like solar and
wind as renewable sources and also the potential of creation of newer off-grid energy
sources for individual in remote areas. There is a general consensus that product
differentiation creates such opportunities as argued above, as confirmed by the results
of a global survey by PricewaterhouseCoopers which also indicated that 40.1% of the
respondents saw a rise in services / products offered as a determinant of the financial
performance of their firms (PriceWaterhouseCoopers, 2008).
Thirdly, 65.1% of the respondents saw an increase in business risk as eminent in
the financial performance of the firm. This could be attributed to the high amount of
money in investment pumped into the geothermal projects and the risk aversion nature
of the respondents. On the other hand, 23.8% of the respondents viewed business risk
as an average aspect in the performance of the firm. These could be individuals who
held a significant level of risk acceptance and did a trade-off
investments

and

estimated

future

gains.

In

a

between current

global

survey

by

PriceWaterhouseCoopers it was indicated that 8.2% of the respondents saw a rise in
lawsuits, consumer boycotts and other risks as determinants of the financial
performance of their firms (PriceWaterhouseCoopers et al., 2009). However the
PriceWaterhouseCoopers study only had 5% respondents shared geographically
between Africa and the Middle East: the business risk levels for the African region are
therefore not specifically defined.
Fourthly, 87.3% of the respondents polled that more investment funds would
have an impact on the financial performance of KenGen. This indicates that most
respondents understood that the CDM mechanism presents an avenue for more
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financing and earning of carbon credits for the geothermal project. Carbon emission
disclosure is significant in determining the carbon footprint of organizational
operations (Hoffman, 2000). Carbon disclosure reinforces investor confidence in the
operations of a firm, since climate change is factored in. Increasingly, climate change
and sustainability factors have gained materiality value in the financial statements of
organizations. KenGen is also accounts for CSS in its financial statement (KenGen,
2011), hence the high respondent rate of 87.3%. From a global survey by the Carbon
Disclosure Project, it was determined that at least 10% of the respondents participated
in CSS to create avenues for more investments and also published their sustainability
ratings in the firm’s financial reports (Carbon Disclosure Project, 2009).

Figure 4.10: Frequency of Various Inputs-Outputs of Corporate Sustainability
Strategies
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Pearson Correlation of the Inputs-outputs of CSS
Table 4.9: Correlation of Some of the Various Inputs in CSS
Increased
Increased
Increased
Costs
products,
business
differentiati
risks
on
Strategies
Increased
Pearson
1
Costs
Correlation
Sig. (2-tailed)
N
126
Increased
Pearson
.686(**)
1
products,
Correlation
differentiation Sig. (2-tailed)
.000
Strategies
N
126
126
Increased
Pearson
.764(**)
.845(**)
1
business risks Correlation
Sig. (2-tailed)
.000
.000
N
126
126
126
More
Pearson
.408(**)
.850(**)
.618(**)
investment
Correlation
Sig. (2-tailed)
.000
.000
.000
funds
N
126
126
126
** Correlation is significant at the 0.01 level (2-tailed).

More
investment
funds

1

126

A Pearson correlation was carried out to determine the relationship between
increased costs, increased differentiation strategies, increased business risks and more
investment funds. The assumption was that the variables are normally distributed. The
null hypothesis was that as one factor of CSS increases, the other corresponding factor
also increases. For example I hypothesize that as cost increases, the business risks
also increase.
From the Table 4.9 above, the correlation coefficient for the above example was
observed to be 0.764 at 0.01 significance level. This shows that cost increase is a
possible predictor of business risk, since they are positively correlated. The
relationship is not 100% because there are other potential factors influencing business
risks. The probability value for the example above is 0.000 which is well below the
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conventional threshold of p p< 0.01 (99% confidence level) and hence the hypothesis
was supported. This meant that as the firm invested in more projects as it sought to
diversify its product range, its exposure to risks increased as did the costs for
financing the projects, hence the need for more investment funds.

Emphasis Placed On Risk Assessment: Nature Of Risk Assessment Related to CSS
As indiaced in figure 4.11, 31.7% of the respondents were of the opinion that
there was a high, specific and detailed emphasis on risk assessment and management
placed on Olkaria II 3rd unit. These individuals might be those who are currently
engaged in the CDM project more specifically: Finance, engineering and the
sustainability functions as section heads and assistants. In addition, 57.2% of the
respondents held the opinion that the project was assessed only to a detailed degree.
These respondentss were possibly the ones who were involved in the technical aspects
of the projects and had only been involved in indirect risk assessment roles.
Whereas all individuals held the view that risk assessments were done, 11.1%
found the risk management processes moderate in approach. These respondents could
be largely in the supportive roles of the organization and did not necessarily have
access to information on risk management or were not aware since risk assessment as
a function was outsourced to other firms. However a PriceWaterhouseCoopers et al
(2009) study only had 6.1% respondents doing a highly detailed risk assessment
considering the respondent organizations, there is no specific reference to CDM for
the firms in the survey profile hence the large outcome for the Olkaria unit at 31.7%.
In the same study by PricewaterhouseCoopers, respondents who thought their firms
did just detailed risk assessments were polled at 23.6 %; which varies from the
KenGen one of 57.2% mainly because KenGen was subject to risk management and
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stress test evaluations both as a parastatal and in the joint venture with multinational
companies under the CDM projects.

Figure 4.11: Emphasis placed on risk assessment: Nature of risk assessment related
to CSS
Addressing Specific Costs and Risk
With respect to figure 4.12, the respondents ranked the costs in this order: 87%
of the respondents ranked oil price costs as the most addressed and central to
electricity generation at KenGen. Secondly, 70.6% of the respondents also polled for
the value placed on natural resource (raw material inclusive) costs by KenGen.
Thirdly, 57.2% of the respondents argued that community project costs were most
addressed. The three main aspects reflected some main aspects of CDM projects:
profits; preferring cheaper raw materials like geothermal steam to crude oil, Planet;
raw material concerns and regenerative aspects like recycling, and people; community
project and corporate social responsibility. This study echoed the Moeremans et al.
(2011) study which suggested that 66% of the 85 companies surveyed on their
sustainability efforts in Belgium placed their main long-term emphasis on the rising
energy costs.
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In addition, figure 4.12 shows that, there is least address on transport costs, with
an 89% respondent rate. Particularly because electricity transportation is through is
self-driven through the hard-wired aluminum pylon supported cables. R&D was
polled for at 48% and 47% respondent rates for medium and low categories. The two
almost equal R&D respondent rates could be attributed to the presence of climate
change innovation centers (Mutimba et al., 2010) hence 48% of the respondents are of
the opinion that there is some research being undertaken. Also the individuals who are
aware of the process and technology transfer occurring under the CDM projects do
not see any need for research and if it is there it is at a low level (47% of the
respondents).
The biodiversity aspect also varied with 35% of the respondents ranking it
slightly above average while 57% were of the opinion that it was at a cursory level by
the organization. Biodiversity and ecological conservation have been noted in the
KenGen sustainability report within the financial statement of 2011. The low level of
respondent rates are also similar to those of most global surveys, for example, the
Moeremans et al. (2011) study suggested that only 16% of the 85 companies
surveyed on their sustainability efforts in Belgium placed biodiversity as a key
concern of their activities. This minimal respondent rates might is also reinforced by
the outcomes of the global survey by PricewaterhouseCoopers where environmental
activists or concerns were ranked among the least by 2.7% respondents for being
driving forces of the CSS. The KenGen respondent rates are significant however,
possibly because they reflect the various dimensions of CDM projects which include
biodiversity during the formative stages of the project.
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Figure 4.12: How Costs and Risks are Addressed Through the Sustainability Strategy
at KenGen
Payback Period for Investment in CSS
Figure 4.13 indicates that, two percent of the respondents held a near/short term
(three year limit) view of the payback period for the investments in CSS. These
respondents attached greater value to recovering their initial costs of investments
while placing lesser significance to the operating costs of energy facilities which
could outweigh their original costs. From the findings, 47.6% of the respondents
polled for a payback period of 5 years, while 15.1% considered 8 years more
appropriate. These respondent rates could be applied on determination of delayed
gratification/satisfaction rates among various publics at KenGen. Wang, Rieger and
Hens (2011) argue that African respondents, according to the Hofstede’s profile, were
highly predisposed towards seeking immediate returns (a cumulative 65%) have an
almost immediate orientation to returns on investments).
In addition, figure 4.13 shows that, sixteen percent of the respondents have a
higher preference of getting returns within 10 years, within the options provided this
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would be regarded as long term range. These long-term oriented investors probably
have low risk aversion and high loss tolerance. Hitchcock et al., (2009) suggest that
the likelihood of earning payoffs that exceed returns from value investing increases
over a function of time and favors the long-term horizon investors. 19.1% of the
respondents held a time horizon that went beyond 10 year. The 19.1% also included
individuals who were privy to the manner in which government handles its core
infrastructure, by expecting long term returns on investments whereas guaranteeing
the risks involved. According to CIMA (2009) survey on sustainability in business
reflects that respondents polled for the following range of years in the stated order:
within 3 years (40%), within 5 years (40%), within 8 years (6%), within 10 years
(11%), beyond 10 years (5%). For both studies there is a general reduction in
respondent rate after the 5th year. From both studies 5 years and beyond was quite a
long investment horizon for most respondents.

Figure 4.13: Payback Period for CSS investments
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Integration of Environmental and Social Consideration into Evaluation of CSS
Projects
Figure 4.14 indicates that, sixty seven percent of the respondents considered
CSR and environmental issues as primary and prerequisite concerns in evaluation of
CDM. This reflects a general sense of awareness and involvement in CDM validation
and approval procedures. From the findings, 23.8% of the respondents noted an
infrequent/ rare evaluation of external factors. These individuals might be indirectly
or seldom involved in audit/evaluation processes in the CDM projects. In addition,
4.0% of the respondents did not find project evaluation necessary. This may be due to
the already existing audit mechanisms in the organization and the carrying out of
evaluations at CDM level is regarded as an overlap of roles. Another 4.8% of the
respondents were not sure and didn’t know of the existence of any audit.
Schaltegger, Hams and Windolph (2010) had results that were slightly similar to
the ones above with 16.7% of the respondents having polled for integrated
environmental concerns in their projects. A global study conducted by CIMA in 2009
on the role of the finance professional in climate change, compliance and
conformance were identified as the main drivers of climate change initiatives among
the respondents. From the results, 47.6% of the respondents considered environmental
aspects in the evaluation of projects as not compulsory but occurring in the
organization. Unlike this KenGen research, this report also involved respondents who
were on the demand side who were not necessarily involved in energy generationCDM projects. In the two studies therefore, approximately a third of the respondents
were not involved in integrating environmental considerations into their projects
during investment appraisal.
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Figure 4.14: Integration of Environment and Social Considerations into Evaluation of
Corporate Projects
Capital Intensive Nature of Olkaria II 3rd Unit in the Short-term
The findings presented in Figure 4.15 show that 65.1% of the respondents
viewed Olkaria II 3rd Unit as a highly capital intensive project on the short-term. The
high startup costs of Olkaria II 3rd Units could be information that was available to the
respondents hence the over two-thirds of them who viewed it as a capital intensive
venture. CIMA (2009) also noted that from a general point of view, CSS impacted on
business costs. In this KenGen study, 11.1% of the respondents were of the opinion
that Olkaria II 3rdUnit was capital intensive. On the other hand 24.1% were of a
cursory view.

Figure 4.15: Olkaria II 3rd Unit is a Capital Intensive Project in the Short-term
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High Return and Capital Intensive Nature of Olkaria II 3rd Unit in the Long-term
As indicated in Figure 4.16 below, 31.7% of the respondents strongly agreed
that in the long term KenGen Olkaria II 3rd Unit would earn high return in spite of its
being capital intensive. This means that a third of the respondents could associate the
current climate change performance tracking measures with regard to KenGen and tie
financial gains to them. Another 50.9% of the respondents were also agreeable. This
reflected a cumulative 82.6% respondent rate that saw the greening of the
organization as integrated within the overall business strategy. In addition, the 82.6%
respondent rate could represent what was largely considered the strategic priority at
KenGen; the strategic thrust of reducing the carbon footprint through CDM funding.
Another 15.1% of the respondents held a cursory view. A number of reasons would
suffice: KenGen has been pursuing geothermal energy generation for a long-time
therefore CDM activities were considered negligible by this group of respondents.
Also, the respondent were possibly unaware of carbon prices, carbon caps, technology
transfers in addition to the CDM process.

Disagree, 3,
2.3%
Strongly agree,
40, 31.7%

Neutral, 19,
15.1%

Agree, 64,
50.9%

Figure 4.16: Olkaria II 3rd Unit should be a Sustainable Project Earning Kengen
High Returns from CDM Financing on the Long-term
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Loss Declarations in the Last Five Years
For the financial years 2006/2007, 2007/2008, 2008/2009, 2009/2010 and
2010/2011 all the respondents noted that there were no losses declared. From these
respondent rates, it was deduced that the organization incurred no losses in spite of
the capital intensive nature of the Olkaria II 3rd Unit. In addition, KenGen was the
main electricity generation entity in Kenya and could determine the pricing of energy
to its main market, KPLC. This is not a situation uniques to KenGen, since, a survey
of 34 Australian business executives also revealed that 83% of the respondents tended
to agree that sustainable business practices could have an effect on the organizations
financial performance by cutting down on losses, that is, through attaining operational
efficiencies (Towers Perrin-ISR & GerrardBrown, 2007).
Profit Declarations in the Last Five Years
For the financial years 2007/2008, 2008/2009, 2009/2010 and 2010/2011, all the
respondents noted that there were profits declared. In addition for 2006/2007, 98% of
the respondents were of the view that KenGen made profits. Stead and Stead (1995)
linked sustainability implementation to the envisaged financial and non-financial
outcomes. The results of this study so far, indicate that Kengen profits and / or loss
were closely linked to the sustainability activities undertaken. Beyond the financial
aspects , entities required sustainable approaches that traversed reaping immediate
returns on investment from sustainability initiatives and instead emphasised on long
term focused, structured, integrated and trade-off approaches to return on investment
Deloitte (2011) .
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General influences of CSS on KenGen
Formalization of climate change issues in the operations of KenGen.
As indicated by figure 4.17, the following were the respondent rates for the
integration and implementation of climate change issues in the operations of KenGen:
on the trainings category, the most agreeable was polled for by 33.3% of the
respondents who identified with deliberate and formalized climate change training
that relate to developing their skill set. Study results show that 31.7% of the
respondents also affirmed that in- house trainings were part of the CSS at KenGen
whereas 31.0% had a cursory view. This, cumulative total of 65.0% (31.7% and
33.3% combined), reflected a scale-up on the integration of climate change into
project operations through the transfer of knowledge and assimilation of relevant
knowledge and skills among the engineers and general management. Though not
determined by this study so far, the 31.0% with a cursory view might be individuals
who thought that the trainings were similar over the years. According to Quinn and
Baltes (2007), awareness building and training are significant systems of modeling
behavior in support of sustainability with a respondent rate of 18%. The Quinn and
Baltes (2007) study differs from this KenGen study because the research methods
used involved in-class survey through computer kiosks and internet survey
administered during and after a leadership training respectively. A study by KPMG in
India titled Climate Change: Is India Inc. prepared? rated training as the second
most important measure in tackling climate change among businesses with a 75%
respondent rate (KPMG, 2007).
From the study, 63.4% of the respondents were highly agreeable with the
formalization of collaborations with World Bank and Kyoto Protocol partners. In
addition, 16.7% of the respondents held a positive perception on the involvement of
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development partners in KenGen Olkaria II 3rd Unit operations. This reflects a
cumulative 80% respondent rate that was agreeable to the participation of KenGen in
global climate change mitigation strategies and mechanisms. This could reflect the
high influence of government (as a major shareholder in KenGen) in driving CSS and
delivering on its policy on commitment to the Kyoto Protocol. Another 15.1% of the
respondents in the KenGen study were neutral in their involvement of development
partners and formalization into KenGen processes: probably because of the
complexity of the partnerships or lack of information. A respondent rate of at least
90% was identified reflecting the involvement of stakeholders (including
development partners) in energy and environmental concerns in a study carried out for
UK-EU-China Near Zero Emissions Coal Initiatives (Liang & Reiner, 2009).
In addition, study findings revealed that 33.3% percent of the respondents
suggested that intensive research and development strategies were underway at
KenGen. These were individuals who might have known of innovative processes and
facilities that related to reducing the carbon emissions at KenGen. Another 29.4% of
the respondents were neutral perhaps due to their non involvement in the changes in
research and development, or aware of the existence of climate innovation centers that
did not work with KenGen. PWC (2008) however notes that 17.8% of the respondents
in a study on Going green: Sustainability growth strategies, R & D was highly
impacted by migration to green operations, whereas 21.2% identified with a moderate
impact. In addition, 31.5% respondents noted a minor impact on R & D due to
adoption of CSS (PWC, 2008). For KenGen however, a cumulative 37% of the
respondents saw little or no formalization of intensive R & D in KenGen’s operations.
This 37% could represent respondents who viewed CDM as a process and technology
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transfer instrument where KenGen imported machinery and technology that was ready
for generation of electricity without the need of retrofitting/ modifying.
From the findings, 63.8% of the respondents identified active and formalized
measures aimed at reducing wastage and recycling of raw materials. In addition,
32.5% of the respondents were agreeable with the presence of deliberate resource
control and management, and only 2.4% respondents were neutral and their response
was considered negligible. This reflected high involvement in resource management
and was similar to the standards or emphasis set by most global corporates. PWC
(2008) reflected a similar emphasis on recycled material usage where 38.1% of
technology manufacturers were expected to expand their usage of recycled material
and non-manufacturers would expand their rates from 26.2% in 2008. Both studies
mirror a deliberate and emergent strategy of recycling material towards reducing
wastage and cutting costs. Moeremans et al.(2011) also reinforced the need for
material waste management among global corporate executives with 77.8% of the
respondents polling it as the most effective means of reducing a company’s negative
environmental impact.
In addition, 52% of the respondents were highly agreeable that the formalization
of CSS into KenGen had led to reduced use of fuel oil while 46% of the respondents
affirmed the notion that there was a reduction in reliance on fossil fuel for energy
generation. A cumulative 98% of the respondents noted that KenGen was highly
reliant on geothermal resources. There is a bias in the KenGen study because of the
emphasis on geothermal energy production in the Olkaria II 3rd Unit project. The
consumption of fossil fuel oil was considered an environmental risk with potential
long term risks for the organization as suggested by Moeremans et al. (2011), 69% of
the respondents of a study, on making sustainability profitable, ranked energy costs as
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Figure 4.17: Factors that have formalized CSS at KenGen
Hierachical Management Support for the Sustainability Strategy at KenGen
The following were the respondent rates for the support for the sustainability
strategy a KenGen.
Table 1.10:Support for CSS at KenGen
Management level
Frequency N=126
Board of Directors
78
CEO
110
Management Team (i.e. HR, marketing,
118
Accounts, Production and Engineering)
*Percentages do not total to 100% since there were multiple responses

Percentage
61.9
87.3
93.7

The results in Table 4.10 indicate that, 93.7% of the respondents suggested that
the main support for CSS at KenGeEn was the management team. There was a
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possible bias in this response because this group represented the majority of the
respondents. However the 93.7% also indicated that the operational level of the firm
embraced the changes that came with climate change. At the operational level,
KenGen has appointed a Sustainability and Environment function head. These are
referred to as ‘Green leader’-Individuals who are responsible for reveiwing and
overseeing sustainability strategies (PWC, 2008). The CEO level was also pollled for
by a large percentage (87.3%) of the respondents which reflected leadership of
strategy at corporate level while 61.9% of the respondents polled for the Board of
Directors. At Kengen, the Board of Governors was made up of Government
representatives and appointees of the shareholders. In this regard, the Board of
Governors reflects the concerns of a diverse group of shareholders.
Outlook on Sustainability Drivers at KenGen
The figure 4.18 below shows that, a total of 88% were agreeable that there was
great potential of CDM financing presenting newer sources of markets for KenGen.
The cumulative respondent rate of 88.1% (51.7% and 36.4% combined) is an
indicator of individuals who might be informed by the in-house training and
knowledge from various KenGen related literature on sustainability. This was
supported by the indepth interviews where eight of the interviees identified the
growth of markets as one of the outcomes of CSS. A similar tendency was reflected in
a survey of 4000 managers from 113 countries is noted that 66% of the respondents
embraced CSS to remain relevant and competitive in the market (Haanaes, Reeves,
Velken, Audretsch, Kiron, & Kruschwitz, 2012). Sustainability and market
competitiveness are quite critical for the energy utility companies, in a previous
survey Haanaes et al. (2011) established that 62% of the respondents viewed
sustainability related strategies drivers of competitive advantage.
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As shown infigure 4.18, 47.7% of the respondents a strongly agreed that
investors were a major influence on the energy generation processes at KenGen. The
respondents in this case might have viewed the board of directors as a representative
of the investors of even government as the key shareholder and hence tied their
influence to the processes at KenGen. Another 46.0% of the respondents thought that
investors had no influence over the energy generation processes at KenGen. These
individuals might be considering the individual investors who hold the KenGen shares
at the NSE, whose interest in the company might be to make capital gains from the
shares held and not necessarily to effect change in processes at KenGen. Another
6.3% of the respondents expressed neutrality, probably because they did not see the
direct and active connection between the daily operations of the firm and the investor.
This study treats the 6.3% as negligible. On a global perspective there is a growing
pressure among investors for voluntary carbon disclosure, in the form of sustainability
reports. Generally, Maimone, Petersen, Bryant and Ridehalg, (2008) argued that
corporate leaders have the fiduciary duty of informing investors on their responses to
risks and opportunities arising out of climate change.
Study findings also revealed that 61.9% of the respondents were highly
agreeable that alternative energy (geothermal energy) was set to be the main source of
electricity for the company. This percentage highly represents individuals involved in
the geothermal wells and the electricity generation facility. A further, 31.7% of the
respondents also held the view that KenGen was set to intensify renewable energy
generation. The cumulative 93.6% respondent rate (61.9% and 31.7% combined)
reflects a general understanding of the strategy KenGen pursues in terms of balancing
its resource management and sustainability actions. Current global trend reflect a
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growing capacity in deriving energy from renewable and a growing share of
renewable sourced energy (Sawin & Martinot, 2011)

Figure 4.18: The Future Outlook of CSS at KenGen
Ranking of the General Sustainability Factors
Table 4.11: Spearman’s Correlations
CDM creates
newer sources
of markets

investors a
major
influence on
the energy
generation

Renewable
energy is set to
be the main
electricity
source

CDM creates
newer sources
of markets

Correlation
Coefficient
Sig. (2-tailed)
N

1.000

investors a
major influence
on the energy
generation

Correlation
Coefficient
Sig. (2-tailed)
N

.934(**)

1.000

.000
126

.
126

Renewable
energy is set to
be the main
electricity
source

Correlation
Coefficient
Sig. (2-tailed)
N

.854(**)

.786(**)

1.000

.000
126

.000
126

.
126

.
126

** Correlation is significant at the 0.01 level (2-tailed).
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Spearman’s correlation was carried out to determine the relationship between
CDM creating newer sources of markets, investors a major influence on the energy
generation, Renewable energy was set to be the main electricity source. The
assumption was that the variables were normally distributed. The null hypothesis was
that as one general factor of CSS increases, the other corresponding factor also
increases. For example, it is hypothesized that as CDM creates newer sources of
markets more investor influence on energy generation will increase.
The correlation coefficient for the above example was observed to be 0.9344 at
0.01 significance level. This shows that increase in CDM financing for markets is a
possible predictor of the influence investors wield over forms of energy generation,
since they are positively correlated. The relationship is not 100% because there are
other potential factors influencing energy generation. The probability value for the
example above is 0.000 which is well below the conventional threshold of p<0.01
(99% confidence level) and hence the hypothesis was supported. This means that as
renewable energy generation was intensified in the country, there were more markets
created for the electricity generators through the CDM mechanism, which
consequently led to the involvement and influence of more investors.
Key Financial Ratios from KenGen Financial Reports Relating to CSS
The following discussion is based on the financial data derived from KenGen
Extracts from KenGen Annual Financial Statements and Reports for the 5 years range
2006/2007 -2010/2011.
Capital Employed
From 2010, there has been a decrease largely because of the heavy investments
(Capital employed) on the new projects. Some of the projects may have been financed
by the infrastructure bond. Implementation was ongoing and payback period was
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long. Their expected payback period is eight years (KenGen, 2011).
Self-Financing Ratio
From 2007 to 2009, the investments undertaken were financed largely from
internal resources. This means the financing costs were less and thus cost effective,
with there being a reduction in cost of capital. The issue of infrastructure bond for ten
years at a rate of 12.5% p.a. (KenGen, 2011) helped reduce the financed costs
especially when the prevalent borrowing rates average higher than 12.5% p.a. from
commercial banks.
Current Ratio
KenGen had a favorable current ratio through the years implying that it had
significant assets to meet its liabilities.
Profit before tax, dividends as a percentage of capital employed
The performance of the institution in terms of profits before tax and dividends
to capital employed has been above the required 1%. With the diversification of
green energy which could reduce costs, the performance is expected to be better. The
profit after tax may be greater considering that the company will minimize currency
translation costs as a result of reduced importation of oil. For example, in

the

financial year 2007/2008, KenGen experienced a foreign exchange adjustment loss of
Kshs. 1.44 billion (KenGen, 2008).
Dividend per Share (DPS) and new market entry
In 2007 and 2008 there was an increase in DPS. From 2009 to 2011 the DPS
was consistent at 6.5 (KenGen, 2011). This meant that KenGen was ploughing back
resources for expansion and diversification from the common business markets. These
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resources were meant to finance new projects such as green energy which may give
leverage on the new market.
Revenue performance
From 2007 to 2011, there was an increase in revenue except for 2010 where
there was a dip in the revenue occasioned by the severe drought experienced in the
year 2009/2010 (KenGen, 2010). This reinforced the pursuit and execution of CSS by
KenGen: to diversify to other energy sources such as Geothermal and solar energy.
Other Income
Connected to recycling, wastage control and regulating compliance. It is mainly
due to sale of sludge and scrap metals 2011 (KenGen, 2011).
Insurance costs
Insurance costs tend to increase due to the higher insurance premiums charged
for new plants (KenGen, 2011). In the short-term, insurance costs are higher but
projects start to yield revenue the costs reduce substantially.
Capital Expenditure (Capex)
There was an increase in Capex majorly due to investment in new projects. The
geothermal project (Olkaria II Unit 3) hadthe second largest portion (KenGen, 2011).
Taxation
KenGen was negotiating with relevant tax agencies (Kenya Revenue Authority)
for tax exemptions especially in new capital projects through capital allowances
(KenGen, 2011)
Summary of Key Findings
Below is a summary of the findings of this research which was conducted to
find out the effects of CSS on the financial performance of energy companies: The
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CDM project at KenGen Olkaria II 3rd unit was the principal renewable energy
facility for this study.
1.

The study also showed that the company had competent staff whereby at a
cumulative 57.9% of the respondents were graduates. In addition 74.6% of the
respondents had over two years of service at KenGen.

2.

All the respondents (100%) were involved in sustainability at KenGen through
the CDM Olkaria II 3rd project.

3.

The least drivers of influence at KenGen on CSS were Financial analysts (with
75.4% response rate) while the second least were market and employees, both
polled for by 62.7% of the respondents. The Government and related agencies
were considered high influencers by 73.8% of the respondents.

4.

Respondent rates of 49.2%, 42.9%, 39.7% and 64.3% were reflected for above
average motivation by Employees, Government, Investors and Financial analysts
respectively on CSS adoption.

5.

The percentages for the market/consumer implied that the stakeholder
(market/consumer) was largely non-participative in the of the climate changeenergy investment funding mechanism. According to the respondents government
and employees were the most highly motivated by a need to access climate
change funding mechanisms.

6.

The research emphasizes the motivation for government to engage in green
supply chain procedures with its overseas suppliers as very critical to the
advancement of the climate change agenda. On the highest influence segment
government had a respondent rate of 31.7%.

7.

Government recorded a high motivation response rate for pursuing climate
cap/tax related ventures. Government had 52.4% respondent rate for high
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motivation. The greatest influencer for pricing and cost of electricity was
government which was polled highest at 50.0%. The government therefore is the
main driver of price and cost at KenGen. The least driver was market/customer
polled by 69.0% of the respondents.
8.

CSS is aimed at growing the market share of KenGen, as reflected by a
cumulative 84.9% of the respondents.CSS adopted by KenGen reduces risks for
KenGen, at every stage of production while ensuring that material shortages were
addressed as shown by the 81.7% respondent rate.

9.

CSS adopted by KenGen reduced the carbon and chemical footprint of KenGen
and averted or minimized negative regulatory impacted as shown by the 87.3%
respondent rate.

10. Approximately 91.3% of the respondents held the view that CSS has led to new
energy solutions at KenGen, specifically, creating power generators that add or
extend an existing product line to meet the challenge. A cumulative 84.9%
respondent rate led to the conclusion that CSS can be tied to efficient operational
standards e.g. recycling to minimize electricity generation costs at KenGen.
11. About 83.3% of the respondents confirmed that CSS was an opportunity for
lowering greenhouse emissions and hence earn revenue from limiting carbon
emissions. From the survey 88.9% of the respondents indicated that with
successful implementation the CSS process and technology transfer would be
achieved.
12. About 48.3% of the respondents polled that increased costs (costlier processes,
costlier materials and compliance costs) would have a great effect on the financial
performance of KenGen. In addition 62.8% argued that the potential of the
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existence of market opportunities in green investments would impact on the
financial performance of KenGen.
13. From the study, 65.1% of the respondents saw an increase in business risk as
eminent in the financial performance of the firm with the adoption of CSS. A
cumulative 88.9% of the respondent rate reflected a deliberate and formalized
risk assessment practice at KenGen.
14. Oil price costs were the most addressed and central to electricity generation at
KenGen (87.3% of the respondents), followed by natural resource (raw material
inclusive) costs by KenGen (70.6% of the respondents) and then by community
project costs (57.1% of the respondents). Most respondents (88.9%) suggested
that there was least address on transport costs, with R&D (47.6% respondent rate)
reflecting an average emphasis at KenGen.
15. There was high preference for the medium term-long term payback period range
for energy investments with 63% respondent rate. CSR and environmental issues
were primary and prerequisite concerns in evaluation of CDM ( with 67%
respondent rate)
16. Olkaria II 3rd Unit was a highly capital intensive project on the short term (65%
respondent rate). KenGen Olkaria II 3rdUnit would earn high return in spite of its
being capital intensive (32% of the respondent rate),
17. KenGen had sustained growth in profits over the last five years.
18. Through trainings, scale-up on the integration of climate change into project
operations had occurred as reflected by the 65% respondent rate, a cumulative
80.2% respondents was agreeable to the participation of KenGen in global
climate change mitigation strategies and mechanisms.
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19. There were active and formalized measures aimed at reducing wastage and
recycling of raw material (6.34% respondent rate). The formalization of CSS into
KenGen has led to reduced use of fuel oil (52.4% of the respondents).
20. The management, CEO and Board of directors were the pillars of CSS at
KenGen.
21. There was great potential of CDM financing presenting newer sources of markets
for KenGen (85.7% response rate).
22. Renewable energy was a rapidly growing source of electricity generation in the
country.
Summary
This chapter highlighted the analyses and discussed the findings of the study.
The findings were presented in form of figures, tables and charts. Based on the data
analyzed, findings were interpreted. The next chapter will discuss the key findings in
order to come up with recommendations.
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CHAPTER FIVE
DISCUSSION, CONCLUSION AND RECOMMENDATIONS
Introduction
This chapter gives a summary of the research findings, conclusions and
recommendations. The content of the chapter is based on secondary and primary data
collected. The study sought to assess the effects of corporate sustainability strategy
on the financial performance of energy generating companies in Kenya: a case of
Kenya Electricity Generating Company Ltd.
The researcher hoped the findings would help KenGen to enhance its CSS
strategy implementation processes and therefore make a positive change towards the
overall performance of the organization. The study was guided by four objectives
namely: to establish the drivers of corporate sustainability strategy at KenGen, to
identify the extent to which CSS adopted by KenGen had impacted on strategic
direction through value creating opportunities, to establish the impact of CSS on
KenGen’s financial performance, and to identify the corporate implications of CSS
on KenGen’s operations.
To satisfy the objectives a total of 184 questionnaires were distributed 126 of
which were later collected giving a response rate of 68.5%. Self-administered
questionnaires were used as a major tool for data collection. This data was integrated
with secondary data from public records of KenGen annual reports and financial
statements of years 2006/2007 to 2010/2011 to identify the effects of CSS on
financial performance.
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Discussion of Key Findings
Drivers of corporate sustainability strategy at KenGen
The first objective of the study was to establish the drivers of corporate
sustainability strategy at KenGen. From Table 4.4, the response rates indicated that
the influence of government on CSS activities at KenGen was quite high (with a 74%
respondent rate). This reflected the nature of government policy driven-corporate
strategy alignment of business operations at KenGen. In so doing, the KenGen
management pursued an open system approach to running its activities. However,
there was a low participation of the market/customer, certain levels of employees and
financial analysts in the formulation, implementation and the evaluation of CSS at
KenGen. This is was reflected in the 62.8% response rate for least influence of
employee, financial analysts and market/customers as stakeholders. In all the in-depth
interviews, the government was identified as the key stakeholder responsible for the
shift to CSS, as a signatory to the CDM framework, the government’s motivation for
CSS was informed by: the need to comply with sustainability expectations, achieve
controls on wastage and therefore benefit in the cabon markets through agencies like
KenGen.
The role of government as a key stakeholder relates to three main aspects: the
government is a major shareholder at KenGen, KenGen enjoys a relative monopoly
given its strategic capacity as a key source of energy for the whole country, and
government’s involvement in KenGen’s activities is regulatory to the extent that
mechanisms are being developed to meet global standards on carbon emission. For
example in achieving specific carbon caps, the government through KenGen, secures
European markets for its exports hence the high response rates for government’s
motivation in procurement costs, tax and pricing and generation costs segments (as
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shown by figures 4.7, 4.8 and 4.9 respectively). According to Hoffman (2000), in
reaction to both internal and external drivers, home country regulations have
expanded in scope and they utilize systems that trigger responses that are more central
to the core objective of the firm. Therefore for KenGen to meet the expectations of
government, CSS formulation and implementation has created strategic direction that
ensures the organization transforms regulatory mechanisms into opportunities or
incentives for market growth.

CSS influences strategic direction through value creating opportunities
As noted by figure 4.11, 91.3% of the respondents polled argued that KenGen
was highly exposed to climate change related risks and challenges. Increasingly,
global corporate management systems have adopted ways of identifying, measuring
and communicating business value derived from the incorporation of environmental
concerns and economic growth in response to these challenges (Hoffman, 2000).
From the results, KenGen was involved in attaining value in regulatory compliance as
shown by figure 4.9 where fines, legal fees and plant shutdowns are avoided as
potential risks. The corporation therefore acquired and safeguarded its license to
operate by investing in CSS towards growing new, clean and cheaper energy sources
as reflected by figures 4.7, 4.8 and 4.10.
CSS was an avenue for growth of synergies and alliances among government
controlled corporations and the sharing of knowledge and technological capacities.
CDM provided KenGen with the capacity to generate electricity from systems that
were considered clean and efficient in terms of reduced carbon and chemical
footprints as reflected by figure 4.10. This, in addition created markets for newer nontraditional products for KenGen such as carbon trading. The CDM mechanism at
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KenGen reflected proactive involvement in environmental concerns and its
conversion into the job descriptions and functions of the corporate. This translated
into newer services and market growth; carbon trading or carbon emission caps have
created markets for KenGen in the developed nations through purchase of carbon
credits.
Financial performance
KenGen had linked its CSS to its financial performance. The impact of pursuing
CSS had created newer avenues of earning revenue. On a short term horizon KenGen
was exposed to high costs and capital expenditure. The results indicate that 48% of
the respondents viewed increased costs (costlier processes, costlier materials and
compliance costs) as having a great effect on the financial performance of KenGen. In
addition, 62.8% argued that the potential of the existence of market opportunities in
green investments would impact on the financial performance of KenGen.
From the employees sampled, 65.1% saw an increase in business risk as
eminent in the financial performance of the firm with the adoption of CSS. This was
in relation to the rise of newer infrastructure which had led to intensive capital
investments. The finance section at KenGen also played significant role of linking
CSS to specified financial metrics. The respondents, a cumulative 89%, reflected a
deliberate and formalized risk assessment practice at KenGen.
Oil price costs were the most addressed and central to electricity generation at
KenGen (87.3% of the respondents), followed by natural resource (raw material
inclusive) costs by KenGen (71.4% of the respondents) and then by community
project costs (57.1% of the respondents). Most respondents (88.9%) suggested that
there was least address on transport costs, with R&D (47.6% respondent rate)
reflecting an average emphasis at KenGen.
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The Pearson correlation on costs and risks as inputs on project development
depicted the strong relationship between investment financing, business risks costs
and the products or services that the firm dealt in. For example, as long as the cost of
fossil fuel rose in the international markets, the consumers of electricity would feel an
increase in tariffs due to the increase in production costs. Reliance on green energy as
the main electricity source should buffer the company and the consumers of electricity
from the fossil fuel price related risks. Weber, et al. (2005) posit that positive
correlation between environmental performance and financial performance is widely
accepted while correlation is still contested. In this study, the 99.2% confidence level
expressed in the Pearson correlation matrix could however be attributed to the scope
of the study.,

General Influences of CSS on KenGen
KenGen embarked on a wide range of tools to drive its CSS. The aim on the
overall was to respond to climate change and sustainability challenges within
profitable margins. As shown by figure 4.25, there was a lot of emphasis on training,
collaborations, controls on resource wastage and reduced use of fossil fuels. Climate
change was therefore integrated within the business operations by involving
employees in sustainability trainings that grew their competence within their various
roles. Figure 4.25 reflects a 65.1% employee involvement in training. These trainings
are important in communicating change, delivering value, opportunities and driving
corporate strategies by creating awareness and ownership (KPMG, 2008).
Figure 4.25 shows active and formalized measures aimed at reducing wastage
and recycling of raw material (64.3% respondent rate). The formalization of CSS into
KenGen has led to reduced use of fuel oil (52.4% of the respondents). According to
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KenGen (2011) recycling and environmental sustainability measures have also been
part of the earners of other income to the firm. These practices have had far reaching
financial implications for corporates in the developed world already through carbon
trading. Labatt and White (2007) argue that due to the increase volumes traded there
has been a growing demand for insurance products linked to carbon prices. Similarly,
market expansion, hedge funds an other speculators showed interest in trading in
carbon credits which is a new asser class which has no correlation with conventional
securities. Labatt and White (2007) add that corporate emissions of carbon dioxide,
methane, and other greenhouse gases were therefore no longer just the concern of
environmental, health, and safety staff, but were increasingly a matter for senior
management, as well as equity analysts, projectfinanciers, insurers, and even
mainstream institutional investors.
Recommendations
KenGen is a critical entity in the energy value chain that deals in generation of
electricity. With the volatile nature of the environment and growing competition from
other it is important to ensure that the company remains operational and profitable.
With respect to the objectives of the study, the following recommendations are
significant for managerial applications:
1) A more effective approach for managers engaged in CSS at KenGen is to
involve all stakeholders. Through more formalized systems stakeholders will
support corporate sustainability strategies and also help deliver value for
KenGen by for example being part of the target green energy market segments
or investors who place emphasis on the Sustainable Reporting Initiatives.
2) Stimulating organization commitment to CSS by ensuring a fit between CSS
and all organizational functions, cultures and motivating all staff to work
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towards accomplishing the strategy. The human resource function should also
promote a result oriented spirit of performance and link the reward structure to
strategic performance and achievement of financial and non-financial targets.
3) The finance function should develop more definite and reliable management
control systems that oversee the budgeting, cash flows and projected risks for
use and accessible to other stakeholders. Internally, the management control
systems would provide a superior means of allocating resources to the CSS
and externally it would give credence to the sustainability reports that KenGen
has started including in its annual financial reports.
4) Emphasis on a long term approach to investments in CSS will bear great
resonance to the CSS at KenGen. The capital intensive projects require long
time horizons to start reflecting positively on the returns on investment.
5) KenGen should engage in more CSS training and the involvement of all
functions of management in the CSS strategy should create and propel CSS
into generating returns for the company.

Suggestions for Further Research
This study focused on effects of corporate sustainability strategy on the financial
performance of energy generating companies in Kenya: A case of Kenya Electricity
Generating Company Ltd. This was a supply side emphasis on sustainability. The
study can be extended to a wider sphere including demand side studies on CSS
implications,that is, on consumer perceptions and market segments. It is important to
assess the efficiency driven strategies on the demand side, that is, energy efficiency
and conservation measures and their impacts on financial performance among
manufacturing companies in Kenya.The role of finance function in driving company
103

Archives

Copy

Daystar

University

Repository

strategy is also significant. It is recommended that future surveys determine the extent
to which the finance function influences strategy formulation, implementation with
regard to sustainability.

104

Archives

Copy

Daystar

University

Repository

REFERENCES
Accenture & Chartered Institute of Management ccountant. (2011). Evolution of corporate
sustainability practices: Perspectives from the UK, US and Canada. UK: CIMA.
Alchin, M. (2010). Pro python. New York: Frees press.
American Marketing Association. (2006). Marketing theory and application. United States
of America: American Marketing Association.
Anonymous. (2009). An assessment of opportunities for low carbon growth in Kenya.
Retieved from https://static.weadapt.org/knowledgebase/files/758/4e25a3357a7dc5Bfinal-kenya-low-carbon-growth-assessment-April.pdf.
Asian Development Bank. (2005). Knowledge and power: Lessons learnt from energy
projects. Philipians: Asian Development Bank.
Auckland, L., Moura, P., & Bass, S. (2002). Laying the foundations for clean development:
preparing the land use sector: A quick guide to the clean development
mechanism.London: IIED.
Barman, T., & Topazio, N. (2011). Tomorrow’s balance sheet. London: CIMA
Publications.
Babbie, E. R. (2010). The practice of social research (10th Ed.). Belmont: Cengage
Learning.
Barrat, J., & Coppin, A. (2002). Timeless management. Hampshire: PalgraveMacmillan.
Baumgartner, S., Faber, M., & Schiller, J. (2006). Joint production and responsibilityin
ecological economics: On the foundations of environmental policy. Northampton:
Edward Elgar Publishing.
Baumann, H., & Rex, E. (2007). Beyond ecolabels: what green marketing can learn from
conventional marketing. Journal of Cleaner Production, 15, 567- 576.
Environmental Systems Analysis, Chalmers University of Technology, 412 96
Go¨teborg, Sweden
Baier, D., & Tomaszweski, G, (2009). Stakeholder perceptions of CO2 capture and storage
in Europe: results from a survey. Energy Policy, 35(10), 5091-5108.
Bell, D. (2002). The ocial gap in wind farm sitting decisions: Explanations and policy
responses. United Kingdom: University of New Castle.
Belohlavek, P. (2007). Introduction to unicist diagnostics. New York: Blue Eagle Group.
Bhattacharyya, C. S. (2011). Energy economics: Concepts, issues, markets and governance.
Dundee: Springer.
105

Archives

Copy

Daystar

University

Repository

Bohme, D. (2011). EU- Russia energy relations: What chances for solutions? Palais:
Universitätsverlag Potsdam.
Botten, N. (2009). Enterprise strategy: Strategic level. Burlington: Butterworth-Heinemann.
Bromley, D. (2009). Sufficient reason: Volitional pragmatism and the meaning of economic
institutions. Princeton: Princeton University Press.
Bryman, A., & Bell, E. (2003). Business research methods. Oxford: Oxford University
Press.
Carbon Disclosure Project. (2009). Carbon Disclosure Project 2009 Global 500 Report.
Retrieved
April
13,
2013
from
https://www.cdp.net/CDPResults/CDP_2009_Global_500_Report_with_Industry_Sna
pshots.pdf.
Carter, N. (2007). The politics of the environment: Ideas, activism, policy. London:
Cambridge University Press.
Chartered Institute of Management Accountants. (2009). Management accounting tools for
today
and
tomorrow.
Retrieved
December
4,
2012
from
http://www.cimaglobal.com/Documents/Thought_leadership_docs/CIMA%20Tools%
20and%20Techniques%2030-11-09%20PDF.pdf.
Climate Finance Orientations, & Lassale, M. (2008). Beyond greed and fear:
Understanding behavioral finance and the psychology of investing. Boston, MA:
Harvard Business School Press.
Cornelissen, J. (2005). Corporate communications: Theory and practice. London: Sage.
Cooper, D. R., & Schindler, S. P. (2007). Business research methods (9th Ed.). New York:
McGraw-Hill.
Cramer, D.,& Howitt, D. (2004). The SAGE dictionary of statistics. London: sage
Publications Ltd.
Crosson, S., Powers, M., & Needles, B. (2010). Principles of Accounting. Mason:
CENGAGE Learning.

Cuff, D., & Goudie, A. (2008).The Oxford companion to global change. New
York: Oxford University Press.
Dalto,
P. (2003). Determining the sample size: Balancing power, precision
andpracticality.New York: Oxford University Press.
Dawson, B., & Spannagle, M. (2009). The complete guide to climate change. New
York: Taylor & Francis.
106

Archives

Copy

Daystar

University

Repository

Deffeyes, K. (2008). Hubbert’s peak: The impending world oil shortage. Princeton:
Princeton University Press.
Deloitte. (2011). Sustainable finance: The risks and opportunities that some CFOs are
overlooking. London: The Creative Studio.
Doem, B. (2006).Innovation, science, environment: Canadian policies and performance.
Quebec: McGill-Queen's Press – MQUP.
Downie, L., Brash, K., & Vaughan, C. (2009). Climate change: A reference handbook.
Santa Barbra: ABC-CLIO.
Eggert, T., & Dybdahl, A. (2010). 2010 survey of sustainable efforts of large businesses in
Wiscosin. Wichita: Wisconsin Department of Natural Resource.’s Green Tier Program
Ehrfeld, F., & Clarisse, E. (2009).Renewable energy sources: A chance to combat climate
change. Alphen aan Den Rijn: Kluwer Law International.
Epstein, M. (2008). Making sustainability work: Best practices in managing and measuring
corporate social, environmental and economic impacts. New York: Greenleaf.
Ernst & Young. (2010). Action amid Uncertainty: The business response to climate change.
London : EYGM Ltd.
Farhar, B., & Coburn, T. (1999).Colorado homeowner preferences on energy and
environmental policy. Springfield VA: National Renewable Energy Laboratory.
Fernando, A. (2010). Business ethics and corporate governance. New Delhi: Pearson
Education India.
Freeman, E. (2010). Strategic management: A stakeholder approach. Cambridge:
Cambridge University Press.
Gallman, P. (2011). Green alternatives and national energy strategy: The facts behind the
headlines. Baltimore: John Hopkins University Press.
Gay, L. (1997). Educational research: Competitiveness for analysis and Application
(3rdEd.). Columbus: Merrill.
Gay, L., & Airasian, P. (2003). Educational Research: Competencies for analysis and
applications (6th Ed.). Upper saddle River: Prentice-Hall Inc.
Global Network on Energy for Sustainable Development. (2002). Renewable energy and
sustaibable development: A review. University of Minnesota:Management
Information Systems Research Center.
Gouldson, A., & Roberts, P. (2000). Integrating environment and economy: Strategies for
local and regional government. New York: Routledge.
107

Archives

Copy

Daystar

University

Repository

Government of Kenya (2011). Scaling-up renewable energy program (SREP) investment
plan for kenya. Nairobi: Government Press
Gravetter, J. F., & Forzano, B. L. (2009). Research methods for the behavioral science (3rd
Ed.). New York: Wadsworth Cengage Learning.
Gray, S., Williamson, B., Karp, A., & Dalphin, R. (2007). The research imagination: An
introduction to quantitative and qualitative methods. UnitedKingdom: Cambridge
University Press Publications.
GreenBiz and Ernst & Young. (2011). Sustainability and business management. Wichita:
USA. E &Y Ltd.
Greenhouse Gas Control Technologies. (2009). Proceedings of the 9th International
Conference on Greenhouse Gas Control Technologies (GHGT-9), 16–20
November 2008, Energy Procedia Journal, 1(1). Washington DC, USA.
Green Media & United Nations Environmental Programme. (2010). Climate Action 20102011. Nairobi: Hensey Media Group Ltd.
Grunewalder, A. (2009). Integrating environmental sustainability into the company’s
strategy: A study of contributing factors to overcome barriers between sustainability
and shareholder demands. Norderstedt: GRIN Verlag
Haanes, K., Velken, S., Audretsch, M., Kiron, D., Reeves, M., & Kruschwitz, N. (2011).
Sustainability nears a tipping point. Retrieved from
http://sloanreview.mit.edu/reports//sustainability-advantage/.
Hansen, G. (2010) Responsible leadership systems: An empirical analysis of integrating
corporate responsibility into leadership systems. Minich: Gabler verlag
Hardy, V. (2009). How can environmental marketing efforts be successful in motivating
consumers towards more Eco-friendly purchasing behavior erasmus university
Rotterdam. University of California: Faculty of Economics of Business.
Harris, A. (2007). To live with the sea: Development of the Velandriake communitymanaged protected area network, southwest Madagascar. Antananarivo: Madagascar
Conservation and Development
Hitchcock, C. T., & Willard, T. (2009). Climate change: The role of the finance
professional. New York: Prentice Hall.
Hinostroza, M. (2011). CDM PDD guidebook: Navigating the pitfalls. Roskilde:
Frederiksberg Bogtrykkeri A/S.
Hoffman, A. (2000). Competitive environmental strategy: A guide to the changing business
landscape. Washington DC: Island Press.
108

Archives

Copy

Daystar

University

Repository

Hollwedel, T. (2004). Leadership and the triple bottom line. New York: Wiley and Sons,
Inc.
IPCC. (2006). IPCC Guidelines for National Greenhouse Gas Inventories, Prepared by the
National Greenhouse Gas Inventories Programme, Eggleston H.S., Buendia L., Miwa
K., Ngara T., and Tanabe K. (eds). Japan: IGES.
Jager, S. (2009). Globalization drivers for renewable energies referring to electricity
production of E.ON: A competitive analysis in comparison with RWE. Norderstedt:
Verlag.
Jensen, M. (2002). Value Maximization, Stakeholder theory and the corporate objective
function. BEQ. 12: 235-256.
Johnston, D., & Vandersstoep, S. W. (2009). Research methods for real life: Blending
Quantitative and qualitative approaches. San Francissco: Jossey-Bass.
Karekezi, S., Kimani, J., Onguru, S., & Kithyomi, T. (2009). Climate change and energy
security in East Africa. Nairobi: AFREPEN/FWD Publishers.
Kassatokis, M., Jue, L., & Marr, J. (2009). Social media at work: How networking tools
propel organizational performance. San Francisco: John Wiley and Sons.
Kazer, W., Kazer,M., & Fitzpatrick, J. (2011). Encyclopedia of research. London:
SpringerPublishing Company.
Kellogg, J., & Lacobucci, D. (2001). Kellogg on marketing. New York: John Wiley
and Sons.
Kenya Electricity Generating Company Limited. (2008). Firing up the future: Annual
Report and Financial Statements and accounts, Number 59. Nairobi: KenGen.
Kenya Electricity Generating Company Limited. (2011). Championing a green future:
Annual report and financial statements number 62.Nairobi: KenGen.
Kenya Institute for Public Policy Reasearch and Analysis.(2010). A comprehensive study
and analysis on energy consumption patterns in Kenya. Nairobi: Kippra
Kenya Scaling-Up Renewable Energy Program. (SREP). (n.d). Joint development
partner scoping mission. Retrieved from http://www.energy.go.ke.
on 30th October, 2011
Khan, I. (2008). Are we ready for carbon Dating? Nairobi: Deloitte Kenya publication.

Knights, D., & McCabe, D. (1997). Are there no Limits to Authority?: TQM and
Organizational Power. United Kingdom: University of Keele.

109

Archives

Copy

Daystar

University

Repository

Kollikho, P. (2006). CDM Financing for future geothermal projects in Kenya.Paper
presented at Short Coursed IV Exploration for Geothermal Resources in Naivasha,
Kenya.
Kombo, K., & Tromp, A. L. D. (2006). Proposal and thesis writing: An introduction.
Nairobi: Pauline Publications Africa.
Kothari .C. R. (2004). Research methodology:Methods & techniques (2ndEd.).
Delhi: McGraw Hill.

New

Kothari, R. (2007) . Research methodology: Methods and techniques. India: New Age
International (P) Ltd.
KPMG. (2007). Leadership and the triple bottom line: Bringing sustainability and
corporate social responsibility to life. Retrieved December 13, 2012 from
https://www.kpmg.com/SI/en/IssuesAndInsights/ArticlesPublications/Documents/EUFunds-in-Central-and-Eastern-Europe.pdf.
Krosinsky, C., & Robins, N. (2008). Sustainable investing: The art of long-term
performance: Sterling: Earthscan.
Kubr, M., & International Labor Office (2002). Management consulting: A guide to the
profession. Geneva: International Labor Organization publication.
Kurtz, D., & Boone, L. (2011). Contemporary marketing. London: Cengage Learning.
Labatt, S., & White, R. (2011). Carbon Finance: The financial implications of climate
change. Hoboken: John Wiley and Sons.
Lacobucci, D., & Churchill, G. (2009).Marketing research: Methodological foundations.
Mason: Cengage Learning.
Lewin, R. I., & Rubin, D. S. (1991). Study guide and student solutions manual: Statistics
for management (5th Ed.). New York: Prentice-Hall.
Liang, X., & Reiner, D. (2009). Opportunities and Hurdles in Applying CCS Technologies
in China - With a Focus on Industrial Stakeholders. Energy Procedia, 1(1), 48274834.
Liberman, S., & Bebbington, A. (2007b). Social movements and the politicization of
chronic poverty. Development and Change, 38(5), 1–27
Lo, S.F., & Sheu H. J. (2007). Is Corporate Sustainability a Value-Increasing Strategy for
Business? Corporate Governance – Int. Rev., 15(2): 345-358.
Louche, C., & Idowu, S. (Eds.). (2010). Theory and practice of corporate social
responsibility. London: Springer.

110

Archives

Copy

Daystar

University

Repository

Maimone, L., Petersen, A., Ridehalg, N., & Bryant, N. (2008). Foundations set for carbon
pollution reduction scheme, but much work to be done. Canberra: PWC
Mammoli, A., Brebbia, A., & Esteve, V. (2011). Energy and sustainability III.
Southampton: WIT Press.
Marcovitz, H. (2011). Energy security. North Mankato: ABDO.
Metz, B., & Intergovernmental Panel on Climate Change Working Group III. (2001). The
climate change mitigation: Contribution of working group III to the third assessment
report of the intergovernmental panel on climate change.Cambridge: Cambridge
University Press.
Miles, S., & Friedman, A. (2006). Stakeholders: Theory and practice. New York: Oxford
University Press.
Mizrahi, T. (2008). Encyclopedia of social work, Volume 1. New York: Oxford University
Press.
Moeremans, L., Jeukens, T., Hufflen, D., & Pinta, S. (2011). Making sustainability
profitable: What business leaders do to drive real value from sustainability
initiatives? Brussels: Kurt Salmon.
Mouncey, P., & McDonald, M. (2011). Marketing accountability: A new metrics model to
measure marketing effectiveness. New York: Kogan Page.
Mugenda, O.M., & Mugenda, A.G. (2003). Research methods: Qualitative and quantitative
techniques. Nairobi, Kenya: Act press.
Murphy, P. (2008). Plan C: Community survival strategies for peak oil and climate change.
Gabriola Island: New Society Publishers
Mutimba, S. (2005). Kenya: Energy Atlas. Nairobi: United Nations Development
Programme.
Mutimba, S. Mayieku, S., Olum, P., & Wanyama, K. (2010). Climate change vulnerability
and daptation preparedness in Kenya. Nairobi: Henrich Boll Stillton.
National Research Council Committee on Science of Climate Change. (2001). Climate
change science an analysis of some key questions .Washington DC: National
Academic Press.
National Environmental Management Authority. (n.d). Draft report on Kenya’s climate
change technology needs and needs assessment report under the united
nations
framework convention on climate change. Nairobi, Kenya: Ministry of Environment
and Mineral Resources.
National Environmental Management Authority. (2010). Kenya State of the Environment
and Outlook 2007: Summary for decision makers. Nairobi, Kenya: NEMA.
111

Archives

Copy

Daystar

University

Navarro, P. (2005). What the best MBAs know: How to apply the greatestideas taught
the best business schools. New York: McGraw-Hill Professional.

Repository

in

Needles, B.E, Frigo, M., & Powers, M. (2003). Strategy and financial ratio performance
measures: The case of an emerging economy. Indian Accounting Review, 6 (2).
Neuenburg, P. (2010). Market-driving behavior in emerging firms: A study on marketdriving behavior, its moderators and performance implicationsingerman emerging
technology ventures. Heidelberg: Gabler Verlag.
Njoroge, E. (2011). Towards sustainable universal energy access in africa: building
climate-resilient energy systems. Paper presented at the Pre-UNFCCC COP17 Africa
Energy Ministers Conference. Johannesburg, South Africa.
Omambia, N., Chemsanga, C., & Li, Y. (2009). Combating climate change in Kenya:
Efforts, challenges and opportunities. Wuhan: School of Environmental studies.
Organization for Economic Coorperation Development. (2000). The OECD’s project on
harmful tax practices: The 2001 Progress report. Washngton DC: OECD.
Orcullo, N. (2007). Fundamentals of strategic management. Manila: Rex Bookstore.
Orodho, A, J., & Kombo, D, K. (2002). Research methods. Nairobi: Kenyatta University,
Institute of Open Learning.
Osano, M. (2008). Value chain analysis. Netherlands : Maastricht School of Management.
Outhred, H., Bull, S., Kelly, S. ( 2007). Meeting the challenges of integrating renewable
energy into competitive electricity industries. Canbera: REIL Project
Pangarkar, A., & Kirkwood, T. (2009). The trainer's balanced scorecard: .A
complete resource for linking learning to organizational strategy. San Francisco:
John Wiley and Sons.
Panneerselvam, R. (2004). Research methodology. New Delhi: PHI Learning Pvt. Ltd.
Pererra, D., Puthin, G.,& Shaw, Y. (2010). Management for a small planet: Strategic
decision making and the environment. New Bury Park: CA: Sage.
Peter, J. M. (2003). Marine facilities and water quality: Regulatory versus voluntary
approaches, Coastal Management, 31 (4) , 281-297.
Pew Center on Global Climate Change (PCGCC) . (2010). From shop floor to top floor:
Best business practices in energy efficiency. Washington DC: Pew Center on Global
Climate Change
Porter, M. E. (1995). Toward a new conception of the environment: competitiveness
relationship. The Journal of Economic Perspectives, 9(4), 97-118.
112

Archives

Copy

Daystar

University

Repository

Porter, M. (1998). Competitive advantage: creating and sustaining superior performance:
NewYork: Simon and Schuster.
Powers, B., & Knapp, T. (2006). Dictionary of nursing theory and research. New York:
Springer Publishing Company.
PriceWaterhouseCoopers. (2008). Paying taxes 2008: The global picture.London: PWC.
PricewaterhouseCoopers, Significant & Ecofys. (2009). Collection of statistical information
on green public procurement in the EU Report on data collection results. London:
PWC
Prindle, B. (2010). From shop floor to top floor: Best practices in energy efficiency.
Washington DC: Pew Center
Prindle, W, & Fontaine, A. (2009) : A survey of corporate energy efficiency strategies.
Washington DC: Pew Center
Quinn, L., & Baltes, J. (2007). Leadership and the triple bottom line: Bringing
sustainability and corporate social responsibility to life. North America: Center for
Creative Leadership.
Rademaekers, K. , Williams, R., Ellis, R., Smith, M., Svatikova, K., & Bilsen, V ( 2012)
Study on Incentives Driving Improvement of Environmental Performance of
Companies. Rotterdam: ECORYS
Rajendra, K. (2008). Research methodology. New Delhi: APH Publishing
Rankin, R., & Rankin, J. (2011). Minerals, metals and sustainability: Meeting future
material needs. Boca Raton: CRC Press
Rapoport, A., & Zwick, R. (2005). Experimental business research: Economic and
managerial perspectives. London: Springer.
Rault, V. (2008). College leadership programs and citizenship development: Preparing
students to be agents of social change. New Orleans: University of New Orleans
Publication.
Ribbers, P., Beulen, E., & Roos, J. (2006). Managing IT outsourcing: Governance in
global partnerships. New York: Routledge.
Robins, N., & Krosinsky, C. (2008). Sustainable investing: The art of long-term
performance. London: Earthscan.
Robson, C. (2002). Real world research: A resource for social scientists and practitioners
(2nd edition). USA: Black well publishing Ltd.
Roos, J., Ribbers, p., & Beeulen, E. (2009). Managing IT outsourcing governance in global
partnerships. New York: Routledge.
113

Archives

Copy

Daystar

University

Repository

Rubin, A., & Babbie, E. (2010). Research methods for social work. Belmont: CengageLearning
Ruigrok, D., & Tulder, Y. (1995). Sustainable Strategy in a greening world. Integrating
environmental systems in Strategic Management. CT. JAI Press
Sagar, E., Holden, T., & Gallagher, H. (2006). Strategic management: A Stakeholder
approach. Cambridge: Cambridge University Press.
Sazali, W., Haslinda, W., Jegak, U., & Raduan, R. (2009). Moderating effects of MNCs’
country of origin in the relationship between technology recipient characteristics and
degree of inter-firm technology transfer. European Journal of Scientific Research.
1450-216X, 37(2),337-350. Geneva:EuroJournals Publishing, Inc.
Sawin, J. L., & Martinot, E. (2011). Renewables bounced back in 2010. Finds REN21
Global
Report.
Retrieved
December
7,
2012
from
http://www.renewableenergyworld.com/articles/print/volume-14/issue-5/solarenergy/renewables-bounced-back-in-2010-finds-ren21-global-report.html.
Schaltegger, S., Harms, D. & Windolph, S. (2010). Corporate Sustainability Barometer
2010. CIMA: London
Schmidt, S., & Hansen, E. Tops, J., Jensen, N & Jespersen S. (2010). Innovation of energy
technologies: the role of taxes. Copenhagen Economics Journal, 23(5), 123-145.
Sharma, S., & Starik, S. (2002). Research in corporate sustainability: The evolving theory
and practice of organizations in the natural environment. Northampton: Edward
Elgar Publishing.
Shields, M., Hopwood, A., & Chapman, C. (2007). Handbook in management accounting
research. Amsterdam : Pergamon Press.
Schubert, R. (2010). Future bio-energy and sustainable land use. Berlin: Earthscan.
Senior, W. (2009). Advances in environmental management: Eaglewood Cliffs. New Jersey:
Prentice Hall
Siddique, M., & Quaddus, A. (2009). Handbook of corporate sustainability: Frameworks,
strategies and tools. Massachusetts: Edward Elgar Publishing.
Simkins, J., & Fraser, J. (2010). Enterprise risk management: Today's leading research and
best practices for tomorrow's executives. Hoboken: John Wiley and Sons.
Singh, D. (2010). Effective management of long-term care facilities. Sudbury: Jones &
Bartlett Publishers.

114

Archives

Copy

Daystar

University

Repository

Stead, E., & Stead, J. (1995). An empirical investigation of sustainability strategy
implementation in industrial organizations. Research in Corporate Social
Performance and Policy Journal, 1 (1), 43-66.
Stead, E., Stead, J., & Starik, M. (2004). Sustainable strategic management. New
York:M.E. Sharpe Inc.
The Business Roundtable. (2009). Enhancing our commitment to a sustainable future:
Progress report. Rhode Island: Business Roundtable.
The Departmental Committee on Energy, Communication and Information of the Kenya
National Assembly. (2010). Report on ownership and Status of the Kenya Power and
Lighting Company Ltd. (KPLC). Nairobi, Kenya: Parliament Building, Clerks
Chambers.
The Global Network on Energy for Sustainable Development. (2002). Can Renewable
energy make a real contribution? Nairobi:UNEP Publication.
Thiele, D. (2008). Our common future. Oxford: UK. Oxford University Press
Thompson, J., & Thompson, F. (2010). Strategic management. Hampshire: Cengage
Learning EMEA.
Towers Perrin-ISR & GerrardBrown, (2007). Engaged employees drive the bottom line.
Melbourne: Towers Perrin-ISR
Trochim, K. (2006). Research design. Retrieved accessed October 1, 2011 from
http://www.socialresearchmethods.net/kb/sampprob.php.
Turner, G. (2011). Effective financial management: The Cornerstone to Success. New York:
Business Expert Press.
Thyer, B. (2009). The handbook of social work research methods. New Delhi:Sage
Publications India pvt Ltd.
Unerman, J., & Bebbington, J. (2007). Sustainability accounting and accountability. New
York: Taylor & Francis.
United Nations Industrial Development Organization (2009). UNIDO and Renewable
energy: Greening the industrial agenda. Vienna, Austria: Author
Uwagwuna, C. (2011). Will the organizational changes which are necessary for companies
to become more sustainable actually happen and will they benefit the environment?
Norderstedt: GRIN Verlag.
Vaus, D. A. (2001). Research design in social research. London: Sage Publications.
Vesty, G. (2011). The Influence and impact of sustainability issues on capital investment
decisions. Melbourne: Department of accounting faculty of Business & Economics.
115

Archives

Copy

Daystar

University

Repository

Valocchi, M., Schurr, A., Juliano, J., & Nelson, E. (2007). Plugging in the customer. New
York: Somers. IBM institute of business value.
Wang, M., Rieger, M., & Hens, T. (2011). How time preferences differ: Evidence from 45
countries. Trier: University of Trier.
Wanja, C. (2011). KenGen to use carbon credits to finance power projects. Retrieved
30 October, 2011from http://www.kbc.co.ke/news.asp?nid=72784,.

on

Warner, M. (2002). International encyclopedia of business and management. New York:
Thomson Learning.
Weir, A. D., & Twidell, J. (2006). Renewable energy resources. New York: Taylor &
Francis.
Weber, O., Habbeger. D., Steffensen, H. & Ohnemus, P. (2005). The relation between
sustainability performance and financial performance of firms. New Jersey: John
Wiley & Sons, Inc.
Weybrecht, G. (2010). The sustainable MBA: The manager's guide to green business.
Hoboken: John Wiley & Sons.
William, D., Zikmund, G., & Babin, B. (2011). Business research methods. London:
Cengage Learning.
Wimmer, R., & Joseph, D. (1991). Mass media research: An introduction. Belmont,
California: Wardsworth publishing company.
Winston, A., & Esty, C. (2009) Green to gold: How smart companies use environmental
strategy to innovate, create value, and builds competitiveadvantage. Hoboken: John
Wiley and Sons.
Wirtenberg, J., Russell, G., & Lipsky, D. (2009). The sustainable enterprise field book:
When it all comes together. New York: AMACOM Div American Mgmt Assn.
Yilmaz, A. K., & Flouris, T.G. (2011). Risk management and corporate sustainability in
aviation. Surrey: Ashgate Publishing, Ltd.
Zamfirescu, C., & Dinçer, I. (2011). Sustainable energy systems and applications.
Oshawa: Springer.

116

Archives

Copy

Daystar

University

Repository

APPENDICES
Appendix I: Questionnaire
Dear Respondent,
I am a postgraduate student at Daystar University, pursuing an MBA in Strategic
Management and Finance. As part of the degree requirements, I am expected to do a
thesis. I am carrying out a research study on corporate sustainability strategy as a
determinant of the financial performance of energy generating companies in Kenya: a
case of Kenya Electricity Generating Company Ltd. The information you will provide
is highly valued and will be treated as confidential; it will be used only for purposes
of this study. Any report out of this study will not disclose individual names or any
other information that may identify you as an individual.
Please answer the questions by ticking and explaining where appropriate
SECTION I: BACKGROUND INFORMATION
1. How long have you worked in KenGen Olkaria 3rd Unit (Years)
Up to 2 years [ ] 2- 5 years
[ ] 5-10 years
[ ]
2. What is your highest qualification?
Diploma
[ ] Bachelors Degree
[ ]
Postgraduate
[ ] Professional
[ ]
Other (Specify) …………………………………………………………..
3. Is your role related to corporate sustainability or CDM projects?
Yes
[ ]
No
[ ]
SECTION II: DRIVERS OF CORPORATE SUSTAINABILITY STRATEGY AT
KENGEN
On a scale of 1 to 5. (1 for least influence, 2 low influences, 3 moderate influences, 4
above average influence and 5 means high influence)
a) Indicate the level of influence for adoption of corporate sustainability strategies in
KenGen by key stakeholders in your opinion.
1
2
3
4
5
Employees
Government
Investors
Financial Analysts
Markets/Customers
Other, specify
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b) Indicate the probable reasons for the involvement of various stakeholders on
corporate sustainability strategies.
ii) From the point of view of the following stakeholders corporate sustainability
strategies lead to reduced operating costs.
1
2
3
4
5
Employees
Government
Investors
Financial Analysts
Markets/Customers
Other, specify
iii) Stakeholders view corporate sustainability strategies avenues for increased
investment funds for climate change, which create more profitable energy projects.
1
2
3
4
5
Employees
Government
Investors
Financial Analysts
Markets/Customers
iv) Stakeholders use corporate sustainability strategies to influence procurement
costs for energy generating facilities and machinery especially from Europe.
1
2
3
4
5
Employees
Government
Investors
Financial Analysts
Markets/Customers
v) Stakeholders enforce corporate sustainability strategies because they have an effect
on the taxation regime of KenGen.
1
2
3
4
5
Employees
Government
Investors
Financial Analysts
Markets/Customers
vi)

Stakeholders enforce corporate sustainability strategies because they have an
effect on the pricing and cost of electricity.
1
2
3
4
5
Employees
Government
Investors
Financial Analysts
Markets/Customers
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SECTION III: THE EXTENT TO WHICH CSS ADOPTED BY KENGEN HAVE
IMPACTED ON STRATEGIC DIRECTION THROUGH VALUE CREATING
OPPORTUNITIES
Please enter (SD, D, N, A or SA) on the statements depending on the perception you
hold of the statements below.
SD D N
A SA
Investments in green strategies/renewable have potential
of creating new and cheaper energy sources for KenGen
The renewable products have led to a growth in the
market share of KenGen
A sustainability approach reduces risk for KenGen, at
every stage of production, ensuring that material
shortages are addressed
Pro-actively reducing the carbon and chemical footprint
of a KenGen now can avert or minimize negative
regulatory impacts later and
Sustainability challenges are driving the need for new
energy solutions at KenGen. Power generators that can
add or extend an existing product line to meet the
challenges have huge market opportunity
Sustainability strategies have created avenues for tailor
made capital investments in the energy sector
Efficient operational standards tied to sustainability
strategies e.g. recycling have minimized electricity
generation costs
Sustainability strategies create an opportunity of
achieving lower Green House Gas emissions and hence
limit carbon emissions
Sustainability strategies have enabled KenGen to engage
in process and/ or technology transfer

SECTION III: LINK BETWEEN THE VALUE CREATING OPPORTUNITIES AT
KENGEN AND ITS FINANCIAL PERFORMANCE.
i) ick up to three most important reasons for the use of corporate sustainability
strategies at KenGen.
a) Potential Cost saving due to energy efficiency
b) Avoidance of punitive environmental fines.
c) Potential for gaining competitive advantage
d) Obtain tax incentives
e) Match environmental focused actions of competitors
f) Meet investor/shareholder demands
g) Create new markets

ii) Rank the following outcomes of corporate sustainability strategies in order of their
effect on KenGen.
(1 least effect, 2 low effects, 3 moderate effects, above average effect, 5 highly effective)
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3

4

5

Increased Costs
(Costlier processes, materials and
compliances)
Increased products, differentiation
Strategies.
Increased business risks
More investment funds
iii)

How detailed is the risk assessment carried out by your department with regards
to the sustainability strategy being pursued. (please Tick)
Highly detailed
[]
Detailed Assessment
[]
Medium Level assessment [ ]
No assessment
[]
Don’t know
[]
iv) Rank the following costs and risks with regards to how they are addressed through
the sustainability strategy at KenGen. (1 for least addressed, 5 for most addressed).
1
2
3
4
5
Oil price costs
Transport costs
Research and Development costs
Natural resource scarcity risks
Biodiversity and land use related issues
Community project costs
v)

In your opinion what is the acceptable payback period for investment in
sustainability initiatives, such as low carbon technology and product
development?
Number of years
Tick where appropriate
10 years and above
Within 10 years
Within 8 years
Within 5 years
3 years and below
vi) Does your organization integrate environmental and social considerations into
evaluation of your corporate projects
Tick where appropriate
Yes, it is a requirement.
No. it is not necessary.
Yes, once in a while.
Not sure/Don’t Know.
7. Please enter (SD, D, N, A or SA) on the statements depending on the perception
you hold of the statements below.
a. Olkaria II 3rd Unit is a capital intensive project in the short term………. [ ]
b. On the long term, Olkaria II 3rd unit should be a sustainable project earning
KenGen high returns from CDM financing……………….. [ ]
c. How many times have you declared losses in the last 5 years?
1) State the years in which you incurred loss………………… (Specify).
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d. How many times have you declared profits in the last 5 years?
State the years in which you incurred profits………………… (Specify).
SECTION IV: GENERAL INFLUENCES OF CORPORATE SUSTAINABILITY
STRATEGIES ON KENGEN
Rank the following factors. (1 for not agreeable, 5 most agreeable)
a) Through the following factors KenGen has formalized climate change issues
in the operations of the firm
1 2
3
4
5
Trainings
Collaborations with World Bank and Kyoto partners
Intensive research and Development strategies
Reduced wastage and Recycling of raw materials
Reduced Use of fuel oil.
b) Which of the following organizational levels highly supports the sustainability
strategy at KenGen?
Board of Directors
CEO
Management Team (i.e. HR, marketing,
Accounts, Production and Engineering)
c) Rank the following factors. (1 for not agreeable, 5 most agreeable)
1

2

3

4

5

CDM financing presents newer sources of markets for
KenGen
investors
are a major influence on the energy
generation processes at KenGen
Renewable energy is set to be the main electricity
source.

(END)
Thank you for your cooperation.
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Appendix II: Indepth Interview
In-depth Interviews for the effects CSS on financial perfomance of energy generating
companies: A case of Kenya generating Company Ltd.
1) Which economic benefits have you derived from engaging on corporate
sustainability strategies at Kengen? Elaborate
2) How have you implemented CSS at KenGen?
3) Does investment in the CSS involve costs, and are they reflected in your
perfomance as a company?
4) What span of time informs your CSS at Kengen?
5) Which environmental / Climate change motivating factors have informed the
adoption of CSS at Kengen?
6) Have the CSS generated growth for kengen?
7) Which managerial or governance expectations have supported the
implementation of CSS?
8) Which financial aspects would inform on the success or failure of the
implementation process for CSS at Kengen?
(END)
Thank you for your cooperation
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Appendix III: Summary Responses for the In-depth Interviews
Economic benefits of CSS
Responses
N
5
3
2
5
7
5
27

Lowered operating costs
More regulatory compliance
Increased customer segmentation
Increased revenue and profits
Market diversification
More operational efficiency
Total

Percent
18.5
11.1
7.4
18.5
25.9
18.5
100.0

How CSS is Implemented
Responses
N
1
2
7
8
7
25

More operational efficiency
Green supply chain governance
More training and induction
More emphasis on reduced fossil fuel use
Good operating practices
Total

Percent
4.0
8.0
28.0
32.0
28.0
100.0

CDM factors driving CSS
Responses
N
7
7
6
20

More involvement in CDM
More environmental compliance
More controls on wastage
Total

Percent
35.0
35.0
30.0
100.0

How CSS generates growth
Responses
More stakeholder participation

N
5

Percent
22.7

More revenue growth
More markets
more recycling
Total

7
8
2
22

31.8
36.4
9.1
100.0
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Managerial/governance factors in CSS
Responses
N
Percent
Statutory requirements
9
39.1
Climate change policies
2
8.7
stakeholder expectations
9
39.1
In-house strategies and policies
3
13.0
Total
23
100.0

Financial indicators for CSS outcomes
Responses
N
Percent
Reduced risks
8
36.4
Increased sources of income
7
31.8
Increased cost savings
4
18.2
Increased access to carbon finances
3
13.6
Total
22
100.0
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