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Abstract 

Purpose: The purpose of this study was to evaluate the 

effect of innovation strategies on the financial 
performance of Sanlam Kenya PLC and to assess the 

moderating effect of organizational culture on this 

relationship. The study specifically focused on three types 
of innovation strategies: product innovation, process 

innovation, and market innovation. 

Methodology: The research adopted a mixed-methods 
design anchored on the resource-based view, dynamic 

capabilities, open innovation, and institutional theory. The 

target population was 650 employees from the finance, 

marketing, innovation, and ICT departments at Sanlam 
Kenya PLC. Using Krejcie and Morgan’s sampling table, 

a sample of 242 respondents was selected through 

stratified and purposive sampling techniques. Quantitative 
data were analysed using SPSS Version 28, employing 

descriptive statistics (frequencies, means, and standard 

deviations) and inferential statistics (t-tests, ANOVA, and 
correlations) to test hypotheses. Qualitative data were 

analysed thematically to identify emerging patterns and 

insights that complemented the quantitative results.  

Findings: The study revealed that all three innovation 

strategies product, process, and market innovation had a 

significant positive effect on financial performance, 

measured by return on investment, return on assets, and 
revenue growth. Market innovation showed the strongest 

influence (R² = 0.367), followed by product innovation 

(R² = 0.137) and process innovation (R² = 0.123). 
Moreover, organizational culture was found to 

significantly moderate the relationship between 

innovation strategies and financial performance, with a 
higher explanatory power (R² = 0.846), indicating that 

culture enhances the effectiveness of innovation in driving 

performance. 

Unique Contribution to Theory, Practice and Policy: 
The study recommends that insurance firms, particularly 

Sanlam Kenya PLC, should prioritize market-driven 

innovation while strengthening their organizational 
culture to maximize the financial benefits of innovation 

strategies. Product and process innovations should be 

aligned with cultural values that encourage adaptability, 
creativity, and openness to change. Furthermore, the study 

suggests that future research be extended to other financial 

services sectors in Kenya, including banking and 

investment institutions, to validate and generalize the 
findings across the broader financial industry.  
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INTRODUCTION  

The global insurance industry is undergoing rapid transformation driven by technological 
advancements, shifting risk dynamics, regulatory changes, and evolving customer 

expectations. Central to this transformation is the adoption of innovation strategies, particularly 

value innovation, which combines differentiation with cost efficiency to enhance 
competitiveness and sustainability (Kim & Mauborgne, 2022). Peer-reviewed studies highlight 

that innovation in insurance is often categorized into product, process, and market innovation 
(Saebi & Foss, 2015). Product innovation addresses emerging risks through offerings such as 

cyber and usage-based insurance, process innovation leverages technologies like AI and 

blockchain to streamline operations (Tuan et al., 2016), while market innovation uses mobile 
platforms and digital outreach to improve accessibility and customer engagement. 

Empirical studies from developed markets show that innovation adoption, including 
telemedicine and behavioral analytics, has improved profitability and customer satisfaction 

(Smith, 2022; Journal of Insurance Regulation, 2023). However, evidence from emerging 
markets such as Kenya is mixed. The Insurance Regulatory Authority of Kenya (IRA, 2024) 

reports that insurance penetration remains under 3% of GDP, significantly below the global 

average of 7%, despite steady sectoral growth. Firms such as Sanlam Kenya PLC have 
implemented digital tools, including mobile policy access and automated claims systems, yet 

continue to face challenges such as regulatory constraints, limited market penetration, and 
cultural resistance to change (Maina & Kimencu, 2024). 

Organizational culture has emerged as a critical factor influencing innovation adoption and 

outcomes. While global insurers such as Allianz and AXA thrive in innovation-supportive 
cultures, Kenyan insurers often struggle with rigid structures and resistance to innovation 

(Mbuva, 2024). Despite growing scholarly interest, few empirical studies explicitly link 
innovation strategies, organizational culture, and financial performance within the Kenyan 

insurance context. This study therefore seeks to fill that gap by examining the effect of 

innovation strategies on the financial performance of Sanlam Kenya PLC, and assessing the 
moderating role of organizational culture. 

Statement of the Problem 

The Kenyan insurance sector continues to lag behind global peers in adopting advanced 

InsurTech solutions such as AI, blockchain, and predictive analytics, resulting in inefficiencies 

and limited profitability despite modest growth in penetration, supported by mobile innovations 
like M-PESA (Insurance Regulatory Authority [IRA], 2024). In contrast, insurers in markets 

such as South Africa and China achieve return on equity (ROE) levels above 15% through 
robust digital innovation and customer-driven product development (Journal of Insurance 

Regulation, 2023). 

In Kenya, the insurance penetration rate remains below 3% of GDP compared to the global 
average of 7% (IRA, 2024). Sanlam Kenya PLC, despite implementing digital initiatives such 

as mobile policy access and automated claims, continues to post subdued financial returns. 
According to Sanlam Kenya’s 2023 Annual Report, the firm recorded a ROE of 6.2% and a 

ROA of 2.1%, significantly lower than regional competitors like Old Mutual Kenya (ROE 

11.5%) and Liberty Life (ROE 9.8%) over the same period (IRA, 2024). These figures illustrate 
a persistent performance gap, with Sanlam struggling to convert innovation investments into 

financial value. 

http://www.iprjb.org/


European Journal of Business and Strategic Management 

ISSN 2518-265X (Online)    

Vol.10, Issue 6, No.2. pp 20 - 39, 2025                                                                                                                                                                                                                                                                                                                                                                                                                                                           

                                                                                                                              www.iprjb.org    

22 

 

Moreover, while research in Kenya has emphasized innovation’s role in enhancing customer 

satisfaction (Muteru & Omagwa, 2024; Momanyi, 2023), few studies have explored its direct 
financial implications or the moderating role of organizational culture. Evidence shows that a 

supportive organizational culture accelerates innovation adoption and drives competitive 

advantage, but Kenyan insurers frequently face cultural rigidities and hierarchical resistance 
(Mbuva, 2024). Sanlam’s partial success in leveraging digital tools, while still trailing both 

local and international benchmarks, underscores the need for a focused investigation of how 
innovation strategies and cultural adaptability interact to influence financial performance. 

This study therefore addresses a critical research gap by evaluating the impact of innovation 

strategies on Sanlam Kenya’s financial performance and assessing how organizational culture 
moderates this relationship, offering insights relevant to Kenya’s broader insurance industry. 

Purpose of the study 

The purpose of this study was to establish the effect of innovation strategies on the financial 

performance of insurance firms in Kenya: a case of Sanlam Kenya PLC. 

Objectives of the Study 

1. Evaluate the effect of innovation strategies on the financial performance of Sanlam 

Kenya PLC. 

2. Assess the moderating effect of organizational culture on the relationship between 

innovation strategies and financial performance at Sanlam Kenya PLC. 

LITERATURE REVIEW 

Theoretical Review 

This study was grounded in several complementary theoretical perspectives that together 
explain how firms achieve and sustain superior performance through innovation.  

The Resource-Based View (RBV), introduced by Wernerfelt (1984) and refined by Barney 
(1991), asserts that firms gain competitive advantage through the strategic use of internal 

resources that are valuable, rare, inimitable, and non-substitutable (VRIN). In the insurance 

sector, such resources include innovation strategies such as AI-driven processes, mobile 
distribution platforms, and diversified product portfolios, each contributing to operational 

efficiency, customer satisfaction, and improved financial performance (Foss & Pedersen, 2019; 
Wu et al., 2020). 

Complementing this, Open Innovation Theory (Chesbrough, 2003) highlights the importance 

of combining internal capabilities with external knowledge flows and partnerships to accelerate 
innovation. This is particularly relevant for insurers like Sanlam Kenya PLC, which 

increasingly collaborate with InsurTech firms, regulators, and technology vendors to drive 
digital transformation and expand market reach (Lee et al., 2021). 

The Dynamic Capabilities Theory (Teece et al., 1997) emphasizes the organizational ability to 

sense opportunities, seize them, and reconfigure resources in response to changing market 
conditions. Sanlam Kenya’s adoption of blockchain-based claims systems, AI-enhanced 

underwriting, and mobile technologies reflects this adaptive capacity, demonstrating the direct 
link between dynamic capabilities, innovation strategies, and financial outcomes (Celia et al., 

2021). 
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Finally, Institutional Theory (DiMaggio & Powell, 1983) underscores that firm behavior is 

shaped by regulatory, normative, and cultural constraints. In Kenya’s highly regulated 
insurance industry, institutional pressures such as compliance requirements, cultural resistance, 

and stakeholder expectations heavily influence how innovation is designed, implemented, and 

diffused. Here, organizational culture acts as a critical moderator, shaping whether innovation 
strategies translate into financial performance gains (Onyango & Linge, 2021). 

Together, these four perspectives offer a cohesive theoretical framework: RBV explains what 
internal resources matter, Open Innovation shows how external linkages strengthen 

innovation, Dynamic Capabilities clarify how firms adapt over time, and Institutional Theory 

highlights the regulatory and cultural constraints shaping innovation outcomes. 

These theories were selected over narrower frameworks such as the Technology Acceptance 

Model (TAM) and Innovation Diffusion Theory (IDT) because TAM focuses mainly on 
individual user adoption of technology, while IDT emphasizes the spread of innovations across 

social systems. While useful, they are less suited for examining firm-level strategic outcomes 
in regulated industries. By contrast, RBV, Open Innovation, Dynamic Capabilities, and 

Institutional Theory collectively provide a multidimensional fit with the research problem, 

which seeks to understand not just the adoption of innovation, but its interaction with 
organizational culture and its impact on financial performance in the Kenyan insurance 

industry. 

Empirical Review   

Innovation Strategies 

Product innovation in insurance refers to the creation or enhancement of offerings to address 
changing customer needs and emerging risks. Globally, insurers have adopted usage-based, 

cyber, and AI-personalized products to improve relevance and customer satisfaction (Trott, 
2021). InsurTech firms like Lemonade have demonstrated how AI and behavioral analytics can 

increase market responsiveness by personalizing services and reducing processing time (Foss 

& Pedersen, 2019). These innovations enhance competitiveness and help firms differentiate in 
mature markets, while also boosting revenues and cutting costs (Enkel et al., 2019; Lee et al., 

2019). 

In Kenya, mobile platforms like M-PESA have enabled firms such as Britam and Sanlam to 

offer mobile-based insurance to underserved populations, improving inclusion (Momanyi, 

2023). Yet, despite these advances, product innovation in Kenya remains narrow in scope, with 
limited adoption of parametric and AI-driven products. Most insurers have yet to explore the 

full potential of locally tailored solutions, leaving a gap in both market relevance and 
profitability. This underutilization signals a strategic opportunity for Kenyan insurers to design 

diverse, innovative products that meet evolving consumer needs and improve financial 

performance. 

Product Innovation 

Product innovation in insurance refers to the creation or enhancement of offerings to address 
changing customer needs and emerging risks. Globally, insurers have adopted usage-based, 

cyber, and AI-personalized products to improve relevance and customer satisfaction (Trott, 

2021). InsurTech firms like Lemonade have demonstrated how AI and behavioral analytics can 
increase market responsiveness by personalizing services and reducing processing time (Foss 

& Pedersen, 2019). These innovations enhance competitiveness and help firms differentiate in 
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mature markets, while also boosting revenues and cutting costs (Enkel et al., 2019; Lee et al., 

2019). 

In Kenya, mobile platforms like M-PESA have enabled firms such as Britam and Sanlam to 

offer mobile-based insurance to underserved populations, improving inclusion (Momanyi, 

2023). Johnson (2023) found that product innovations at Britam Life (mobile microinsurance 
services) were associated with a 2.3% increase in ROA and 4.1% rise in ROE within two years 

of rollout (Product Innovations and Financial Performance of Insurance Companies in Kenya, 
Kenyatta University). Similarly, Muyoka (2013) noted that a unit increase in product 

innovation across Kenyan insurers positively predicted financial outcomes, though with 

varying effects depending on adoption speed. 

Yet, despite these advances, product innovation in Kenya remains narrow in scope, with limited 

adoption of parametric and AI-driven products. Most insurers have yet to explore the full 
potential of locally tailored solutions, leaving a gap in both market relevance and profitability. 

This underutilization signals a strategic opportunity for Kenyan insurers to design diverse, 
innovative products that meet evolving consumer needs and improve financial performance 

(Ngahu, 2016). 

Process Innovation 

Process innovation in insurance involves overhauling internal workflows and service delivery 

systems to improve efficiency, reduce errors, and enhance customer experience. This is 
typically driven by technologies like AI, robotic process automation (RPA), machine learning, 

and Big Data analytics (Gunukula, 2024). Globally, insurers such as AXA and Allianz have 

adopted AI-powered claims systems, cutting fraud and shortening resolution times by over 40% 
(Al Kuwaiti et al., 2023). These advancements lower costs, boost operational accuracy, and 

significantly improve client satisfaction. 

In Kenya, process innovation is gradually advancing. CIC Insurance and Sanlam Kenya have 

leveraged mobile and AI technologies to automate policy renewals, claims, and premium 

payments (Ngugi, 2020). Wako (2023) found that automation and data-driven underwriting at 
Britam enhanced profitability, with process innovations linked to a 5% improvement in ROI 

(Firm Characteristics and Financial Performance of Insurance Firms in Nairobi City County). 
Similarly, Marenga (2018) confirmed that innovation adoption in general insurers, including 

Sanlam, significantly improved ROA and ROE through operational cost reductions. 

While these practices have led to visible efficiency improvements, empirical studies connecting 
specific innovations to financial metrics in Kenya remain limited. This underscores the 

importance of more localized research quantifying how process innovation translates into firm 
profitability. 

Market Innovation 

Market innovation in insurance focuses on expanding into new customer segments and 
deploying digital tools to deliver customized, accessible solutions. Globally, this includes 

mobile technology, data analytics, and direct-to-consumer models by firms like Lemonade and 
Metromile, which target underserved groups such as gig workers and urban millennials (Yasin 

et al., 2020). These strategies help insurers boost customer engagement, reduce distribution 

costs, and stay competitive in rapidly digitalizing markets. 

In Kenya, market innovation has been driven by mobile money platforms and smartphone 

penetration. Sanlam Kenya, Jubilee, and Britam have developed mobile-based services 
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extending coverage to informal workers, rural communities, and smallholder farmers 

(Momanyi, 2023). Njoroge (2023) found that market innovations like mobile policy access 
were correlated with ROA growth of 3.7% and ROI improvement of 6.5% in Jubilee Insurance 

(Determinants of Financial Performance among Kenyan Insurance Companies, Strathmore 

University). Weather-indexed insurance, adopted by firms like UAP Old Mutual, has also 
shown a positive contribution to market expansion and premium growth, thereby strengthening 

ROE (Otieno, 2021). 

Nevertheless, gaps remain: while mobile channels increase reach, many insurers underutilize 

customer analytics and advanced distribution models, limiting potential financial gains. 

Regulatory and cultural constraints also shape adoption outcomes, emphasizing the need for 
context-specific assessments. 

Financial Performance 

Financial performance reflects an insurer’s ability to efficiently deploy resources and strategies 

to generate revenue, profit, and long-term value (Kaplan & Norton, 2020). It serves as a critical 
indicator of market strength and operational stability, with key metrics like Return on Assets 

(ROA), Return on Equity (ROE), solvency ratios, and underwriting margins commonly used 

to assess overall health (Bodie et al., 2020). Globally, firms like Allianz and AIG have enhanced 
ROA through AI-driven asset management and portfolio diversification (McKinsey & 

Company, 2020), while in Kenya, insurers such as Britam and Jubilee have leveraged mobile 
platforms to improve premium collection and claims processing, resulting in notable gains in 

ROA (Mutua, 2022). 

Return on Investment (ROI) is equally vital in evaluating the financial returns from innovation-
driven initiatives. Internationally, ROI has helped insurers assess the impact of digital tools 

such as automated underwriting and virtual portals (Enkel et al., 2019). In Kenya, companies 
like CIC and Sanlam Kenya PLC have pursued InsurTech collaborations that enhanced service 

delivery and client satisfaction (Momanyi, 2023). These efforts have led to cost efficiencies 

and revenue growth, contributing directly to improved ROI. By analyzing both ROA and ROI, 
insurers gain deeper insight into how innovation strategies influence profitability and 

competitive advantage in a dynamic insurance market. 

Organizational Culture 

Organizational culture refers to the shared values, beliefs, and behaviors that influence how 

employees interact, make decisions, and implement strategies within a firm (Lam et al., 2021). 
In the insurance industry, a culture that fosters collaboration, adaptability, and learning is 

critical to supporting innovation and driving sustainable financial performance. Cultural 
alignment with innovation objectives enhances the capacity of organizations to adjust to 

external shifts, improve customer service, and achieve competitive advantage in dynamic and 

highly regulated environments. From the perspective of institutional theory, culture is also 
shaped by external pressures such as regulation and industry norms, which influence 

organizational legitimacy and performance outcomes (Khan et al., 2022). 

A useful framework for analyzing organizational culture in relation to innovation is Cameron 

and Quinn’s Competing Values Framework (CVF), which categorizes organizational culture 

into four dominant types: clan, adhocracy, market, and hierarchy. Clan cultures emphasize 
collaboration and cohesion, while adhocracy cultures prioritize innovation, adaptability, and 

risk-taking. Market cultures focus on competitiveness and performance, whereas hierarchy 
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cultures emphasize control, stability, and structured procedures (Cameron & Quinn, 2011). 

Within the context of innovation in insurance firms, the adhocracy orientation is particularly 
important, as it supports experimentation, technological adoption, and responsiveness to 

changing customer demands. 

Empirical evidence suggests that innovation-oriented and adaptive cultures can enhance 
organizational performance. For example, Naveed et al. (2022) demonstrated that firms with 

cultures that support creativity and experimentation report higher financial performance due to 
greater customer satisfaction and agility. In the Kenyan context, Gitonga et al. (2024) found 

that insurers with collaborative and flexible cultures achieved improvements in underwriting 

accuracy, claims turnaround, and overall profitability. Conversely, cultures dominated by 
hierarchical orientations, while effective for ensuring compliance with regulatory 

requirements, often limit the speed of innovation adoption and thereby constrain returns on 
assets (ROA) and equity (ROE). 

Beyond operational improvements, cultural attributes such as transparency and ethical 
orientation have also been linked to investor confidence and organizational resilience, 

particularly in African and Islamic insurance markets (Amghar & Ghlamallah, 2024). Despite 

these insights, few studies have explicitly explored how organizational culture moderates the 
relationship between innovation strategies and financial performance in Kenya’s insurance 

sector. This study addresses that gap by employing the Competing Values Framework to 
examine how culture types particularly innovation orientation, adaptability, and control shape 

the effectiveness of innovation strategies in enhancing financial outcomes at Sanlam Kenya 

PLC. 

Conceptual Framework 

Based on the conceptual, theoretical, and empirical review conducted in this study, a conceptual 
framework is proposed to predict the effect of innovation strategies on the financial 

performance of Sanlam Kenya PLC, as well as the moderating role of organizational culture, 

as presented in Figure 1. 

http://www.iprjb.org/


European Journal of Business and Strategic Management 

ISSN 2518-265X (Online)    

Vol.10, Issue 6, No.2. pp 20 - 39, 2025                                                                                                                                                                                                                                                                                                                                                                                                                                                           

                                                                                                                              www.iprjb.org    

27 

 

 

Figure 1: Conceptual Framework 

Source: Author (2025) 

METHODOLOGY 

Research Design 

This study was anchored on the pragmatic philosophical foundation, which supports practical 
problem-solving using both quantitative and qualitative approaches to generate actionable 

insights (Morgan, 2014). In line with this philosophy, the study employed a mixed-methods 
research approach, specifically an explanatory sequential design. This design involved 

conducting the quantitative phase first, followed by a qualitative phase to explain and expand 

upon the initial findings (Creswell & Plano Clark, 2018). 

Descriptive elements were used to describe the characteristics of the study variables and the 

context of Sanlam Kenya PLC, while causal elements helped to examine the nature and strength 
of relationships between innovation strategies and financial performance (Babbie, 2020). 

Study Context and Population 

This study was conducted at Sanlam Kenya PLC, a leading insurance firm in Kenya actively 

engaged in digital transformation, innovation, and performance improvement. The target 

population comprised 650 employees across various departments including finance, 
innovation, marketing, and ICT. These departments were selected due to their central role in 

implementing innovation strategies. Stratified and purposive sampling techniques were used to 
select a sample of 242 respondents, drawn from top, middle, and supervisory management 

levels. The sample size was determined using Krejcie and Morgan’s (1970) table, representing 

37% of the total population. 

 

 

Innovation Strategies 

 Product Innovation 

 Market Innovation 

 Process Innovation 

Financial Performance 

 Return on Investments 

 Return on Assets 

Organizational Culture 

 Employee Engagement and 

Satisfaction 

 Customer-Centric Practices 

 

Dependent Variable Independent Variable 

Moderating Variable 
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Table 1: Target Population  

Level of Employment Target Population 

Top Management 160 

Mid-Level Management 180 

Supervisors 310 

Total 650 

Source: Sanlam Kenya PLC (2024)  

Table 2: Sample Population  

Level of Employment Sample Size 

Top Management 11 

Mid-Level Management 59 

Supervisors 172 

Total 242 

Source: Sanlam Kenya PLC (2024)  

Research Data and Analysis 

Primary data was collected through structured questionnaires with both closed and open-ended 
questions, while secondary data was obtained from company reports to measure Return on 

Assets (ROA) and Return on Investment (ROI). Pretesting was conducted at Britam Insurance 

with 24 respondents to enhance instrument clarity and reliability. Cronbach’s Alpha was used 
to assess internal consistency, with values above 0.7 deemed acceptable (Field, 2009).  

Quantitative data was analyzed using SPSS Version 28 for descriptive statistics, correlation, 
and multiple regression analysis. The study also tested the moderating effect of organizational 

culture using an interaction term. Key diagnostic tests, including Shapiro-Wilk for normality, 

VIF for multicollinearity, and Breusch-Pagan for homoscedasticity, were performed. Ethical 
approvals were obtained from DU-ISERC and NACOSTI, and all participants gave informed 

consent before data collection. 

FINDINGS 

Response Rate 

The study's target population comprised stakeholders involved in innovation, strategy 
formulation, and financial performance decision-making at Sanlam Kenya PLC.  

Table 3: Response Rate 

Size Frequency Percentage 

Returned questionnaire 211 87 

Not returned questionnaire 31 13 

Source: Field Data (2025) 

Out of 242 questionnaires distributed, 211 were returned, giving a high response rate of 87%, 
with 209 being usable (86%). Only 29 (12%) were not returned, and 2 were excluded due to 

incompleteness. This strong response rate exceeds the 70% threshold considered very good by 
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Mugenda & Mugenda (2023). As noted by Njoga & Deya (2024), this enhances the validity 

and reliability of the study’s findings. 

Respondents Characteristics  

Table 4: Gender  

Gender Frequency Percentage 

Male 117 56 

Female 92 44 

Total 209 100 

Source: Field Data (2025) 

Table 5: Education Level 

Education Level  Frequency Percent 

O/A level 10 5 
Certificate/Diploma 44 21 

Bachelors  92 44 
Postgraduate  63 30 

Total 209 100 

Source: Field Data (2025) 

Table 6: Age 

Age Bracket Frequency Percent 

18-25 Years 31 15 

26-34 Years 50 24 

35-42 Years 59 28 

43-50 Years 38 18 

Above 50 Years 31 15 

Total 209 100 

Source: Field Data (2025) 

Table 7: Position Held in the Organization 

Position held Frequency Percent 

Top Management Level 38 18 

Mid-Level Management 63 30 
Supervisors 108 52 

Total 209 100 

Source: Field Data (2025) 
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Table 8: Length of Time in the Organization 

Working period Frequency Percent 

0 - 4 Years 35 17 

5 -10 Years 48 23 

11 - 15 Years 59 28 
16 - 20 Years 46 22 

Above 20 Years 21 10 

Total 209 100 

Source: Field Data (2025) 

The demographic profile of the respondents in the study on innovation strategies and financial 
performance at Sanlam Kenya PLC revealed a diverse and balanced sample. Gender 

distribution showed 56% male and 44% female participation, ensuring inclusivity in 
perspectives. Education levels were notably high, with 44% holding bachelor’s degrees and 

30% possessing postgraduate qualifications, indicating a workforce capable of understanding 
and implementing strategic innovations. Most respondents were aged between 35–42 years 

(28%) and 26–34 years (24%), reflecting a predominance of mid-career professionals with 

valuable experience.  

In terms of organizational roles, supervisors formed the majority at 52%, followed by mid-

level (30%) and top management (18%), enabling insights across operational and strategic 
levels. Regarding tenure, 28% had worked for 11–15 years, with the rest distributed across 

various experience brackets, contributing both long-term institutional knowledge and fresh 

perspectives. This diversity across gender, age, education, position, and tenure strengthened 
the reliability and richness of the study’s findings on the relationship between innovation 

strategies and financial performance. 

Descriptive Analysis 

Table 9: Descriptive Statistics and Reliability 

Variable 
Reliability 

Statistics (α) 

Aggregate 

Mean 

Aggregate Std. 

Deviation 

Product Innovation 0.845 3.97 0.79 

Process Innovation 0.820 3.66 0.93 

Market Innovation 0.792 3.86 0.47 

Organizational Culture 0.861 3.46 0.76 

Innovation Strategies and Financial 

Performance 
0.897 3.43 0.66 

The results showed that product innovation had a Cronbach’s Alpha coefficient of 0.845, 
process innovation 0.820, market innovation 0.792, and organizational culture 0.861. 

Innovation strategies and financial performance recorded the highest reliability coefficient of 
0.897. All variables had Cronbach’s Alpha coefficients above the acceptable threshold of 0.7, 

indicating strong internal consistency among items (Field, 2009). Therefore, the research 

instrument used for this study was deemed reliable.  

On aggregate, product innovation recorded a mean score of 3.97 and a standard deviation of 

0.79. This suggests that product innovation was practiced to a high extent at Sanlam Kenya 
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PLC and had a significant influence on financial performance. Process innovation had an 

overall mean of 3.66 and a standard deviation of 0.93, showing it was applied moderately and 
contributed meaningfully to operational efficiency and profitability.  

The mean score for market innovation was 3.86 with a standard deviation of 0.47. This 

indicates that market innovation practices such as new marketing channels and pricing 
strategies were actively implemented, moderately impacting financial outcomes. 

Organizational culture had a mean score of 3.46 and a standard deviation of 0.76, suggesting 
that the cultural environment at Sanlam Kenya PLC moderately supported innovation 

initiatives. 

Finally, innovation strategies and financial performance had a mean score of 3.43 and a 
standard deviation of 0.66. This reflects a moderate perceived impact of innovation efforts on 

financial indicators such as ROI and ROA, suggesting that while innovation is evident, its 
financial translation is gradual and may depend on long-term strategic alignment. 

Correlation Analysis 

Table 1: Correlation Matrix 

 Product 

Innovation 

Process 

Innovation 

Market 

Innovation 

Organizational 

Culture 

Financial 

Performance 

Product 
Innovation 

1.000** .805** .955** .782** .805** 

Process 

Innovation 
– 1.000** .928** .665** .550** 

Market 

Innovation 
– – 1.000** .724** .593** 

Organizational 

Culture 
– – – 1.000** .683** 

Financial 
Performance 

– – – – 1.000** 

Source: Field Data (2025) 

The correlation analysis revealed strong interrelationships among innovation strategies and 
financial performance at Sanlam Kenya PLC. Product innovation was strongly associated with 

both process innovation (r = 0.805, p < 0.01) and market innovation (r = 0.955, p < 0.01), as 

well as with financial performance (r = 0.805, p < 0.01), underscoring its central role in driving 
profitability and competitiveness. Organizational culture showed significant positive 

correlations with product (r = 0.782, p < 0.01), process (r = 0.665, p < 0.01), and market 
innovation (r = 0.724, p < 0.01), and with financial performance (r = 0.683, p < 0.01), 

highlighting its moderating influence in strengthening innovation outcomes. Process 

innovation correlated moderately with financial performance (r = 0.550, p < 0.01), while 
market innovation also displayed a moderately strong relationship (r = 0.593, p < 0.01), 

confirming their roles in enhancing efficiency, market engagement, and overall profitability.  
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Combined Effect of Innovation Strategies on the Financial Performance of Sanlam 

Kenyan PLC 

Table 11: Model Summary for Innovation Strategies on Financial Performance 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .913a 0.833 0.831 0.205 

a Predictors: (Constant), Product Innovation, Process Innovation, Market Innovation 

Source: Field Data (2025) 

Table 12: ANOVA for Innovation Strategies on Financial Performance 

Model   Sum of Squares Df Mean Square F Sig. 

1 Regression 56.634 3 18.878 450.69 .000b 

 Residual 11.351 271 0.042   

 Total 67.985 274    
a Dependent Variable: Financial Performance       

b Predictors: (Constant), Product Innovation, Process Innovation, Market Innovation 

Source: Field Data (2025) 

Table 2: Coefficients for Innovation Strategies on Financial Performance 

Model   

Unstandardized 

Coefficients 

Standardized 

Coefficients T Sig. 

    B Std. Error Beta   
1 (Constant) 2.432 0.125  19.393 0.002 

 

Product 
Innovation 0.411 0.304 1.361 24.179 0.001 

 

Process 

Innovation 0.389 0.159 1.625 27.459 0.002 

  

Market 

Innovation 0.402 0.289 1.408 25.249 0.003 

a Dependent Variable: Financial Performance    

Source: Field Data (2025) 

The study examined the combined effect of product innovation, process innovation, and market 
innovation on the financial performance of insurance firms in Kenya, focusing on Sanlam 

Kenya PLC. The regression analysis revealed a strong positive correlation (R = 0.913), with an 
R² value of 0.833 indicating that 83.3% of the variation in financial performance is explained 

by the three innovation strategies, while the adjusted R² of 0.831 confirmed the robustness of 

the model.  

ANOVA results further showed that the joint effect of innovation strategies significantly 

influences financial performance, underscoring the importance of an integrated approach 
linking product development, operational efficiency, and market expansion. Regression 

coefficients indicated that all three strategies had statistically significant positive effects on 

financial performance, with product innovation (B = 0.411), process innovation (B = 0.389), 
and market innovation (B = 0.402) each contributing directly to profitability and 

competitiveness. 
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These results are consistent with previous studies (Kamau, 2022; Ngugi, 2020; Adebayo, 2022; 

Tobias, 2021), which confirmed that multidimensional innovation enhances ROI, ROA, and 
long-term growth. The regression model is therefore expressed as: 

Financial Performance = 2.432 + 0.411(Product Innovation) + 0.389(Process Innovation) + 

0.402(Market Innovation) + 0.438(Organizational Culture) + 0.312(Innovation Strategies × 
Organizational Culture) + ε 

Empirical Model for the Moderated Relationship 

Table14: Model Summary for Moderation Analysis 

Model R 

Square 

Adjusted 

R Square 

Std. Error of 

Estimate 

F Statistic Sig. (p-

value) 

Model 1: Innovation 

Strategies Only 

0.745 0.739 0.412 125.37 0.000 

Model 2: With 

Organizational Culture 

0.812 0.805 0.376 143.22 0.000 

Model 3: Interaction Term 

Added 

0.846 0.839 0.341 161.09 0.000 

Table 3: Regression Coefficients for Moderation Effect 

Model Constant 

(β₀) 

β₁ (Innovation 

Strategies) 

β₂ (Organizational 

Culture) 

β₃ (IS × OC 

Interaction) 

t-values p-

values 

Model 1 0.622 0.782 – – (9.83) <0.001 

Model 2 0.510 0.615 0.438 – (7.52  6.88) <0.001 

Model 3 0.448 0.492 0.351 0.312 (6.11  5.79  4.95) <0.001 

The findings revealed that innovation strategies significantly predict financial performance, 

with Model 1 explaining 74.5% of the variance (R² = 0.745, p < 0.001). When organizational 
culture was introduced in Model 2, the explanatory power rose to 81.2% (R² = 0.812), showing 

that culture independently contributes to financial outcomes. In Model 3, the inclusion of the 

interaction term between innovation strategies and organizational culture further strengthened 
the model, achieving the highest explanatory power at 84.6% (R² = 0.846). 

Regression coefficients indicated that innovation strategies had a strong positive effect (β₁ = 
0.782, t = 9.83, p < 0.001) in Model 1, while in Model 2 the coefficient reduced to 0.615 as 

organizational culture also showed a significant independent contribution (β₂ = 0.438, t = 6.88, 

p < 0.001). In Model 3, the interaction term (β₃ = 0.312, t = 4.95, p < 0.001) was significant, 
confirming that organizational culture moderates the relationship by strengthening the effect 

of innovation strategies on financial performance. The moderation regression model is 
expressed as: 

Financial Performance = 1.284 + 0.615(Innovation Strategies) + 0.438(Organizational Culture) 

+ 0.312(Innovation Strategies*Organizational Culture) + ε 

Discussions and Implications for Theory 

The study found that product innovation had a significant positive impact on the financial 
performance of Sanlam Kenya PLC, with a regression coefficient of 0.411 and a mean score 

of 3.97. Sanlam’s use of mobile-enabled insurance, usage-based models, and digital platforms 

has expanded access and improved customer experience. These findings align with the 
Resource-Based View (Barney, 1991), which posits that unique capabilities such as innovative 

products create sustainable competitive advantage. This contribution reinforces earlier research 
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(e.g., Momanyi, 2023) and underscores the need to integrate more advanced technologies such 

as artificial intelligence and blockchain to further enhance product performance. 

The study also confirmed a strong positive relationship between process innovation and 

financial performance, with a regression coefficient of 0.389. Sanlam’s adoption of AI-

powered claims systems, robotic process automation (RPA), and digital workflows reduced 
costs and turnaround time while improving fraud detection. These results support the Dynamic 

Capabilities Theory (Teece, 2018), which emphasizes how adaptive internal processes enhance 
competitiveness in changing environments. 

Market innovation emerged as the strongest driver of financial performance, with a regression 

coefficient of 0.402. This finding reflects the particular dynamics of the Kenyan insurance 
industry, where market penetration remains below 3% of GDP, significantly lower than the 

global average of 7% (Insurance Regulatory Authority [IRA], 2024). In this context, strategies 
such as mobile distribution, dynamic pricing, and data-driven marketing generate 

disproportionately high returns because they directly expand market access among previously 
underserved populations, particularly informal workers, smallholder farmers, and rural 

households. For instance, Britam’s mobile microinsurance products increased its ROA by 2.3% 

within two years of rollout (Johnson, 2023), demonstrating how market-driven models can 
quickly scale coverage and financial outcomes. Compared to product and process innovation, 

which require significant internal restructuring and investment, market innovation offers 
relatively faster and more visible returns in Kenya by leveraging existing mobile ecosystems 

like M-PESA and Safaricom partnerships. This aligns with Open Innovation Theory 

(Chesbrough, 2003), as insurers co-create distribution models with external stakeholders such 
as mobile network operators and InsurTech firms. The finding also supports Kariuki and 

Mwangi (2022), who argue that in emerging markets, customer access innovations often yield 
higher performance payoffs than incremental improvements in product or process design.  

Finally, organizational culture was found to significantly moderate the relationship between 

innovation and financial performance, with the interaction effect raising R² from 0.812 to 
0.846. Although Sanlam’s culture moderately supports innovation, bureaucratic barriers and 

rigid structures limit its full potential. These results support Institutional Theory (Scott, 2022) 
and are consistent with findings by Gitonga et al. (2024) and Chimakati (2024), which 

emphasize that innovation-supportive cultures enhance profitability and strategic alignment. 

The study therefore contributes to theory by positioning culture as both a moderator and enabler 
of innovation outcomes, highlighting the need for a more agile, cohesive, and innovation-

driven organizational environment. 

CONCLUSION AND RECOMMENDATIONS 

Conclusion 

This study concludes that product, process, and market innovation strategies have a significant 
impact on the financial performance of Sanlam Kenya PLC. Product innovation contributed 

moderately to performance, likely due to external influences such as regulation and customer 
uptake. Process innovation enhanced operational efficiency through technologies like AI and 

RPA, though further adoption of predictive analytics is needed. Market innovation was the 

most influential, driving customer acquisition and retention through mobile platforms, dynamic 
pricing, and targeted marketing. Overall, the integration of all three innovation strategies, 

moderated by a supportive organizational culture, explained over 91% of the variance in 
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financial performance highlighting the critical role of culture in amplifying innovation 

outcomes. 

Recommendations 

Sanlam Kenya PLC should enhance product innovation by investing in AI, blockchain, and 

parametric insurance to address emerging risks such as cybersecurity and climate change. 
Process innovation should be scaled through greater use of predictive analytics, robotic process 

automation, and employee digital training to improve efficiency and service delivery. To drive 
market innovation, Sanlam should expand AI-based customer segmentation, strengthen mobile 

platforms, and broaden microinsurance offerings to reach underserved populations. The 

Insurance Regulatory Authority (IRA) is encouraged to simplify regulatory procedures to 
support innovation adoption while ensuring strong cybersecurity measures are in place. Finally, 

Sanlam should partner with regulators and educational institutions to promote financial literacy 
and awareness, fostering higher adoption of innovative insurance solutions and supporting 

long-term growth in Kenya’s insurance sector. 
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