
 

 

EFFECT OF STRATEGIC INNOVATION ON COMPETITIVE ADVANTAGE IN 

MANUFACTURING FIRMS IN NAIROBI COUNTY, KENYA 

 

 

 

 

by 

 

 

 

 

Samson Aliton Okello 

 

 

 

 

A thesis presented to the School of Business and Economics 

 

 

 

 

of 

 

 

 

 

Daystar University 

Nairobi, Kenya 

 

 

 

 

 

In partial fulfillment of the requirements for the degree of 

 

 

 

 

 

MASTER OF BUSINESS ADMINISTRATION 

in Strategic Management and Project Management 

 

 

 

 

 

 

October 2022 

 

Daystar University Repository

Library Archives Copy



 

ii 

 

APPROVAL 

EFFECT OF STRATEGIC INNOVATION ON COMPETITIVE ADVANTAGE OF 

MANUFACTURING FIRMS IN NAIROBI COUNTY, KENYA 

 

 

 

 

by 

 

 

 

 

Samson Aliton Okello 

19-1065 

 

 

 

 

In accordance with Daystar University policies, this thesis is accepted in partial 

fulfillment of the requirements for the Master of Business Administration degree. 

 

 

Sign.                                                                                      Date: 

 

 

_______________________________                                 _____________________ 

Joanes Kyongo, PhD, 

1st Supervisor  

 

 

________________________________                               _____________________ 

Maurice Onyango, MA, 

2nd Supervisor  

 

 

________________________________                               _____________________ 

Joseph Munyao, MSC, 

HoD, Commerce Department  

 

 

________________________________                               _____________________ 

Evans Amata, PhD, 

Dean, School of Business and Economics  

  

Daystar University Repository

Library Archives Copy



 

iii 

 

Copyright©2022 Samson Aliton Okello

Daystar University Repository

Library Archives Copy



 

4 

 

DECLARATION 

 

 

EFFECT OF STRATEGIC INNOVATION ON COMPETITIVE ADVANTAGE OF 

MANUFACTURING FIRMS IN NAIROBI COUNTY, KENYA 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

I declare that this thesis is my original work and has not been submitted to any other college or 

university for academic credit. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Signed: _____________________________                  Date: ___________________ 

Samson Aliton Okello 

19-1065 

Daystar University Repository

Library Archives Copy



 

5 

 

ACKNOWLEDGEMENTS 

I humbly accord my utmost gratitude to the Almighty God for guiding me throughout my 

studies.  

I must also admit that a study of this magnitude would have not been successful were it not 

for the collaborative efforts and devotion of my family members, including my wife and my 

daughter, who were ever close and encouraging to me.  

My special thanks to my supervisors, Dr. Joanes Kyongo and Mr. Maurice Onyango, for 

their unrelenting support and rendered assistance, which has successfully enabled this study to 

progress. Without their advice, information, and persistent help, this thesis would not have been 

completed with such a very good outcome.  

It would be a great disservice if I do not make mention all my instructors and colleagues at 

Daystar University for their resourcefulness at various levels, which contributed to the success of 

this study.   

Daystar University Repository

Library Archives Copy



 

6 

 

TABLE OF CONTENTS 

APPROVAL .................................................................................................................. ii 

DECLARATION .......................................................................................................... iv 

ACKNOWLEDGEMENTS ........................................................................................... v 

TABLE OF CONTENTS .............................................................................................. vi 

LIST OF TABLES ..................................................................................................... viii 

LIST OF FIGURES ...................................................................................................... ix 

LIST OF ABBREVIATIONS AND ACRONYMS ...................................................... x 

ABSTRACT .................................................................................................................. xi 

DEDICATION ............................................................................................................. xii 

CHAPTER ONE ............................................................................................................ 1 

INTRODUCTION AND BACKGROUND TO THE STUDY ..................................... 1 

Introduction ............................................................................................................... 1 

Background to the Study ........................................................................................... 2 

Statement of the Problem ........................................................................................ 14 

Purpose of the Study ............................................................................................... 16 

Objectives of the Study ........................................................................................... 16 

Research Questions ................................................................................................. 16 

Justification for the Study ....................................................................................... 17 

Significance of the Study ........................................................................................ 18 

Assumptions of the Study ....................................................................................... 18 

Scope of the Study .................................................................................................. 19 

Limitations and Delimitations of the Study ............................................................ 19 

Definition of Terms ................................................................................................. 20 

Summary ................................................................................................................. 21 

CHAPTER TWO ......................................................................................................... 22 

LITERATURE REVIEW ............................................................................................ 22 

Introduction ............................................................................................................. 22 

Theoretical Framework ........................................................................................... 22 

General Literature Review ...................................................................................... 29 

Empirical Literature Review ................................................................................... 39 

Conceptual Framework ........................................................................................... 49 

Discussion of the Conceptual Framework .............................................................. 49 

Summary ................................................................................................................. 50 

CHAPTER THREE ..................................................................................................... 51 

RESEARCH METHODOLOGY................................................................................. 51 

Introduction ............................................................................................................. 51 

Research Design ...................................................................................................... 51 

Target Population .................................................................................................... 52 

Study Population ..................................................................................................... 52 

Sample Size ............................................................................................................. 53 

Sampling Techniques .............................................................................................. 53 

Data Collection Instruments .................................................................................... 54 

Data Collection Procedures ..................................................................................... 56 

Pretesting ................................................................................................................. 56 

Daystar University Repository

Library Archives Copy



 

7 

 

Data Analysis Plan .................................................................................................. 57 

Ethical Considerations ............................................................................................ 57 

Summary ................................................................................................................. 58 

CHAPTER FOUR ........................................................................................................ 59 

DATA PRESENTATION, ANALYSIS AND INTERPRETATION ......................... 59 

Introduction ............................................................................................................. 59 

Data Analysis and Interpretation ............................................................................. 59 

Summary of Key Findings ...................................................................................... 73 

Summary ................................................................................................................. 74 

CHAPTER FIVE ......................................................................................................... 75 

DISCUSSIONS, CONCLUSIONS, AND RECOMMENDATIONS ......................... 75 

Introduction ............................................................................................................. 75 

Discussions of Key Findings ................................................................................... 75 

Conclusion .............................................................................................................. 79 

Recommendations ................................................................................................... 80 

Recommendations for Further Research ................................................................. 81 

REFERENCES ............................................................................................................ 82 

APPENDICES ............................................................................................................. 92 

Appendix A: Questionnaire..................................................................................... 92 

Appendix B: Budget Information............................................................................ 97 

Appendix C: Work Schedule .................................................................................. 98 

Appendix D: University Letter ............................................................................... 99 

Appendix E: ERB Letter to NACOSTI ................................................................. 100 

Appendix F: Ethical Clearance ............................................................................. 101 

Appendix G: Research Permit ............................................................................... 104 

Appendix H: Similarity Index Report ................................................................... 106 

 

 

 

Daystar University Repository

Library Archives Copy



 

8 

 

LIST OF TABLES 

Table 4.1: Distribution of Gender ............................................................................... 59 

Table 4.2: Relationship between the Firm’s Period of Operation and Number of Employees

 ..................................................................................................................... 64 

Table 4.3: Types of Innovations Adopted by Firms ..................................................... 64 

Table 4.4: The Extent of Various Innovation Strategies Applied in the Firm ............. 65 

Table 4.5: Competitive Advantages of Manufacturing Firms ..................................... 66 

Table 4.6: Product Innovation and Competitive Advantage of Manufacturing Firms 67 

Table 4.7: BMI and Competitive Advantage of Manufacturing Firms ........................ 68 

Table 4.8: Organizational Innovation and Competitive Advantage of Manufacturing Firms

 ..................................................................................................................... 69 

Table 4.9: Pearson Moment Correlation between Types of Strategic Innovation Versus 

Advantages of Manufacturing Firms .......................................................... 71 

Table 4.10: Moderating Effect of Organizational Culture and Competitive Advantage of 

Manufacturing Firms .................................................................................. 72 

 

 

Daystar University Repository

Library Archives Copy



 

9 

 

LIST OF FIGURES 

Figure 2.1: Conceptual Framework ............................................................................ 49 

Figure 4.1: Distribution of Employees by Education Level ........................................ 60 

Figure 4.2: Distribution of Firm’s Shareholding of Respondents ............................... 61 

Figure 4.3: Distribution of the Number of Years the Firm has been in Operation ..... 62 

Figure 4.4: Distributions of Employees in a Firm ....................................................... 63 

 

 

Daystar University Repository

Library Archives Copy



 

10 

 

LIST OF ABBREVIATIONS AND ACRONYMS 

ATM   Automated Teller Machine 

BMI  Business Model Innovation 

ERB   Ethics Review Board 

KAM  Kenya Association of Manufacturers 

NACOSTI National Commission for Science, Technology & Innovation 

 

Daystar University Repository

Library Archives Copy



 

11 

 

ABSTRACT 

The business environment is constantly changing, therefore, there is a need for innovations to 

address various strategic goals. This study addresses the effect of strategic innovations on the 

creation of competitive advantage for manufacturing firms in Nairobi, Kenya. The objectives of 

this study were to identify the strategic innovations employed by manufacturing firms, assess 

competitive advantages of manufacturing firms, and determine the effect of strategic innovation 

on competitive advantage of manufacturing firms in Nairobi County. The theories that guided the 

study include organizational control theory, resource-based theory, diffusion of innovation theory, 

and Porter’s competitive advantage theory. The study used a descriptive research design to collect 

data. The study population comprised 314 manufacturing firms in Nairobi County. The study 

utilized stratified random sampling to arrive at a representative sample of 94 respondents. 

Questionnaires were employed to collect primary data, which was analyzed using Statistical 

Package for the Social Sciences (SPSS), version 26, and presented in form of frequencies, 

percentages, tables, and figures. The study revealed that 100% of the manufacturing firms under 

study adopted product innovation and organizational innovation, while 98.9% adopted business 

model innovation (BMI). Respondents agreed with a weighted mean of 3.713 on the level of 

competitive advantage of manufacturing firms. The findings indicated that product innovation had 

an effect on competitive advantage with a weighted mean of 3.855. BMI and organizational 

innovation affected competitive advantage of manufacturing firms in Nairobi with a weighted 

mean of 3.603 and 3.809 respectively. The study recommends that manufacturing firms in Nairobi 

County should embrace strategic innovation to gain competitive advantage.   
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