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Abstract

Purpose: The study was carried out to throw light on how effective logistics
management has on-time delivery and sales growth. Efficient and effective
logistics management is viewed and meigal as competitive tool used as a
means of increasing performance. This study empirically looked at the
relationship between logistics management and performance of 122 selected
firms across Rivers State, Nigeria. It focused on logistics management (using
the dimension of transportation and physical distribution) otiroa delivery

and sales growth.

Methodology: The research framework was examined by empirical analysis
of primary data collected through the use of questionnaire; hence the study
adoptedhe research survey method.

Findings: The outcome of the analysis revealed that effective transportation
and distribution influences etime delivery and sales growth respectively.

Unique Contribution to Theory, Practice and Policy: Therefore,
organizaibns should establish and maintain standard and vanilla logistics
management system, so that the right amount of stock is held and economic
order quantity is achieved through proper physical distribution of the product
to achieve higher performance. Aldo, attain reasonable on time delivery
firms in general and managers in particular should be properly equipped with
the newest technology in transportation.

Keywords: Logistics Management, Transportation, Physical Distribution,
On-Time Delivery Sales Grouh.



INTRODUCTION

Globalization is forcing firms to be more careful about customer satisfaction
and profit maximization; firms are now using different tools in ensuring that
customers especially those that are sensitive to price increase remain loyal to
the firm in order to maximize profit. In achieving this, managers are now
applying effective and efficient logistics management as a key tool that builds
cost and service advantages to the firms (Gebresé&nBesona, 2012).

The responsibility of logistis management is to carry products (raw materials,
work in progress and finished products inventories) from supply sources to
demand destinations, meeting demand on time and providing efficient service
delivery to improve organizational performance (BadorSanchez, 2002).

This therefore means that, the success of any manufacturing firm in Nigeria,
points to the ever growing awareness that the firm is enhanced through the
even distribution of goods and services, from the point of production to the
final consumer (Adedeji, 2005).

Logistics helps to optimize the existing production and distribution processes
of firms through proper management techniques for promoting the efficiency
and competitiveness of the firm. According to Rui and Luis (2014) the key
element in a logistics chain is transportation and distribution system.

Furthermore, transportation and distribution is a topic of global significance
and summary of activities that take place in the logistics systems (Rui and Luis,
2014). Transportation dn physical distribution services are important
activities which assist in national and global distribution (Stainer, 1997). It
enables materials and goods to be moved from a location where they are in
excess or surplus to a location where there is demarsthartage or non
existent (Ballou, 1998). It also provide services which link manufacturers to
markets and enable individuals to access employment, goods, services and
social opportunities. Different modes of transport are used in the transfer of
manufactired goods from places of supply or production to areas of demand
or consumption (Bamaiyi, 2011; Musa, 2008).

The ability of firms to distribute products effectively has become one of the
major challenges facing business organizations, especially witemés to
transporting products, from the production plant to their various customers.
The need to transport goods to customers not only imposes direct costs on
manufacturers but also affects the on time delivery and sales growth of the
firm.



Logistics isan important part of human activity. It forms the basis of all
socioeconomic interactions. In many developing countries like Nigeria, lack
of transport facilities often hinders economic development. Bad roads,
inadequate fleets of vehicles, inadequatensrabvercrowded airplanes and
congested ports are common factors in Nigeria that affect logistics
management (transportation and distribution channel).

With the entire problem associated with logistics management in terms of
transportation and distributicchannel, man is faced with the responsibility of
getting a solution. Unfortunately, with the technical ability to solve such
problems well in place, logistics management is confronted by a transportation
and distribution problem that is more complex tleser before (Banon and
Sanchez, 2002). Hence the reason for this research work is to ascertain the role
of logistics management using the dimension of transportation and physical
distribution on the efficiency of business organizations using on timeedgliv

and sales growth in Rivers State.

LITERATURE REVIEW
Concept of Logistics Management

The Council of Logistics Management defined logistics management as the
process of planning, implementing and storage of raw materiaspaess
inventory, finishedyoods and related information from point of origin to point

of consumption for the purpose of conforming to customer requirements
(Kasilingam, 1998). Logistics is the management of the flow of goods between
the point of origin and the point of consumptiom or der t o meet
requirements. Therefore, logistics represents a collection of activities that
ensures the availability of the right products in the right quantity to the right
customers at the right time. The resources managed in logistiagadctade
physical items, such as food, materials, animals, equipment, and liquids, as
well as abstract items, such as time, information, particles, and energy.

Logistics activities serve as a link between production and consumption and
provide a bridge keeen production and market locations or suppliers
separated by distance and time. The main purpose of logistics is to coordinate
a bunch of related activities which work together to create a supply chain and
provide time and location benefits for custom@Zanci, 2003).

Today, efficient logistics and transportation system are important prerequisites
of the development of any economy. In modern competitive environment, it is
not enough to offer a product that me
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delivery is very important as precision of product delivery can help businesses
operate more efficiently, lower costs and gain new customers which eventually

lead to higher performance (Balakrishn2009). Also, Fugate, Mentzer &

Stank (2010) observed that Istic management is a strategic vector in
companiesdé organization and influence
quality, effectiveness and overall profitability.

Physical Distribution

Distribution of goods and services has been an essentiatdeaf industrial

and economic life. Hesse and Rodrigue (2000) observed that distribution is a
service that adds value to products by making them available at the right time,
in the right place, which provides an interface with the customer.

Physical ditgribution is a whole process that concern materials and finished
product, of physical movement of goods from the manufacturers to
intermediaries and finally to the ultimate consumer. There are various routes
that products or services use after their préidaaintil they are purchased and
used by end users. Therefore, distribution channels are all those organizations
that a product has to go through between its production and consumption
(Kotler and Keller2006). Distribution channel management is veryaai for

the firms when they decide to enter one or more markets. Increasingly, the
roles of logistics service firms are included in the decision process for
distribution channel, especially when they are a dominant element within the
supply chain.

The ility to ensure accurate delivery of a product and raw materials,
especially over long distances is vital to the overall operation and success of
manufacturing firms (Flowmaster, 2010). Also, Richard (1965) concluded that
a highly responsive and reliablghysical distribution system facilitates
marketing efforts and actually help to generate additional sales volume for
firms. More so, it helps to minimize cof-stock occurrences through more
accurate inventory placement and control, hence, sales lo&i taang out of

stock will be minimized (Richard, 1965). More so, Bovee and Thill (2003)
observed that physical distribution is often one of the biggest influences on a
firmés ability to successfully delive
in theperformance of manufacturing firms.

Transportation

Generally, transportation is the actual physical movement of people and goods
from one place to another (Ahukannah, Ndinaechi, and Arukwu, 2003). It is
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basically the movement of products from one lmrato another as it makes

its way from the beginning of a sup
Transportation not only ensures movement of people but also goods thus
assisting the economy in the growth of trade and commerce (Cooper, Lambert
and Pagh, 2@). Transportation plays a connective role among the several
steps that result in the conversion of resources into useful goods in the name

of the ultimate consumer. It is the planning of all these functions and sub
functions into a system of product movemh from supply sources to demand
destinations in order to minimize cost and maximize service to the customers

that constitutes the concept of business logistics (Fair and Williams, 1981)

The transportation cost includes the means of transportationdasri
containers, pallets, terminals, labours, and time hence logistics managers must
comprehend transport system operation thoroughly (Hesse and Rodrigue,
2000). Transportation system makes goods and products movable and provides
timely and regional effacy to promote valuadded under the least cost
principle (YungYu, Wen Long and Michael, 2005). Transport affects the
results of logistics activities and influences production and sale (Hesse and
Rodrigue, 2000). More so, Yurdgu, Wen Long and MichaelZ005) opined

that transportation is the base of efficiency in logistics management and a good
transport system brings benefits not only to service quality but also brings
about sales growth in the firm. Furthermore, Geraldine and Chikwendu (2013)
observedthat continuous increase in the cost of transportation due to poor
nature of roads, high cost of vehicles and spare parts poses a serious problem
to an effective coverage of territordi

Sales Growth

The correspating ratio of a firm performance in either quarterly, hadtrly

or yearly basis to measures its performance is known as sales growth and it is
achieved by annual addition of previous sales figures derived by a firm
compared to the corresponding periodtiofe that exceeds the former year
(Nwokah, 2008).

Mohd and Yusuo (2013) posited that key players in industries try to increase

their revenue in terms of sales growth and market share. Also, every business
organization wants to stay on the top and remtiaéme and for those that are

not there they want to get to the top. However, for that to happen businesses
has to measur e their previous year
performance which will help them measure up with competition and improve

sales wiere necessary and increase their profit through sales.
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Yung-Yu, Wen Long and Michael (2005); Nwokah (2008) further noted that
the sales growth of a firm can be affected by some controllable or
uncontrollable factors like income level, change in tastthrtelogy, quality

and ineffective logistics management.

On-Time Delivery

On time delivery is a path of supply chain efficiency which measures the
amount of finish goods or services delivered to customers on time and in full
(Masonn and Lalwani, 2004). helps determine how efficiently firms are
meeting their customer's or agreed deadlines (Stock and Lambert, 2001). If the
figure is too low or below the benchmark it could be used as a signal that
somewhere along the supply chain there are bottlenecKiciemt or time
consuming processes which are not adding value and warrant further
investigation or a slower delivery method is being employed (Minner, 2001).

Ontime delivery focuses on the delivery service time as a vital metric for
evaluating organgtional performance (Fawcett and Cooper, 1998).
According to Mattsson (2004) on time delivery, together with the aspects of
delivery time, delivery flexibility and delivery stability are all aspects of lead
time. In order for firms to become closer to theustomers and provide
improved customers services, they need to be able to deliver goods and
services on time (Grith, Bryce, Omernik, ComstockRogers, Harrison,
Hatch, and Bezanson, 2004).

METHODOLOGY

This study adopts the quantitative researcthowology to empirically assess

the relationship between logistics management and performance of firms in
Nigeria. The survey research design was adopted with a given sample size
selected from 135 firms in Rivers State. In order to test the relationship
between the two variables in this study, a research questionnaire was designed
to elicit information from managers of the selected firms to determine whether
or not logistics management has an influence on the performance of their firms.
However, 122 questimaire were properly filled and returned hence, 122
became the sample size for which the analysis was done. The data was
analysed using percentages, means, standard deviation and Pearson Moment
Correlation was used to test the relationship between traaipar physical
distribution and on time delivery and sales growth respectively through the use
of Statistical Package for Social Sciences (SPSS) Windows version 22 with a
significance level of 0.05.



FINDINGS

This section involves the analyses of tretadobtained from the research
instrument that was distributed.

Item Scoreson Each of theVariables

It covers physical distribution, transportation, sales growth and on time
delivery, as variables used in the study.

Item and Scores on Physical Distribtion

Four measurement items Al, A2, A3 and A4, were used to collect data on
physical distribution and the response scores presented in Table 1.

Table 1: Item Scores onPhysicalDistribution

Al A2 A3 A4
Valid N 122 122 122 122
Missing 0 0 0 0
Mean 4.30 4.15 4.01 4.03
Median 4.00 4.00 450 4.00
Mode 4 4 5 4
Std. Deviation 462 .509 1.263 .616
Minimum 4 2 1 2
Maximum 5 5 5 5
Sum 525 506 489 492

Source: Field Survey Data, 2017

The data in Table 1 above showed that the respondents agreéiemsabn
physical distribution with a mean score greater than 4. More than half of the
respondents agreed that physical distribution helps to improve the efficiency
of the given firm.

Iltems Scores on Transportation

Four measurement items A5, A6, A7da#8 were employed to collect data on
transportation and the response scores presented in Table 2.
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Table 2: Item Scores on Transportation

A5 A6 A7 A8
Valid N 122 122 122 122
Missing 0 0 0 0
Mean 470 4,50 4.60 4,70
Median 5.00 4,50 5.00 5.00
Mode 5 42 5 5
Std. Deviation 462 .502 492 462
Minimum 4 4 4 4
Maximum 5 5 5 5
Sum 573 549 561 573

Source: Field Survey Data, 2017

The data in Table 2 above showed that the respondents agreed on all items on
transportation with a mean @e greater than 4. More than half of the
respondents agreed that proper transportation of products helps to improve the

efficiency of the given firm.

Item Scores on Sales Growth
Four measurement items B1, B2, B3 and B4 were used to collect datason sale

growth and the response scores presented in Table 3.

Table 3: Item Scores on Sales Growth

Bl B2 B3 B4
Valid N 122 122 122 122
Missing 0 0 0 0
Mean 4.60 4.27 4.65 4.13
Median 5.00 4.00 5.00 4.00
Mode 5 4 5 4
Std. Deviation 492 .499 .408 .655
Minimum 4 3 4 1
Maximum 5 5 5 5
Sum 561 521 567 504

Source: Field Survey Data, 2017.

The data in Table 3 above showed that the respondents agreed on all items on
sales growth with a mean score greater than 4. More than half of the
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respondents agredidat for a firm to improve its sales growth, the firm should
adopt effective and efficient logistics management.

Items Scores on Ortime Delivery

Four measurement items B5, B6, B7 and B8 were employed to collect data on
orttime delivery and the responseores presented in Table 4.

Table 4: Item Scores on Ontime Delivery

B5 B6 B7 B8
Valid N 122 122 122 122
Missing 0 0 0 0
Mean 4.60 4.02 4,70 4.20
Median 5.00 4.00 5.00 4.00
Mode 5 4 5 4
Std. Deviation 492 .710 462 .602
Minimum 4 3 4 3
Maximum 5 5 5 5
Sum 561 491 573 513

Source: Field Survey Data, 2017

The data in Table 4 above showed that the respondents agreed on all items on
sales growth with a mean score greater than 4. More than half of the
respondents agreed that for a firmdelivers product on time appropriate
logistics management should be put in place.

Relationship between the Variables
Relationship between Logistiavianagement and Firm Performance

Table 5: Correlations Analysis Showing the Relationship between Logistic
Management and Firm Performance

Logistic Firm
Management Performance
Logistic Management Pearson Correlatior 1 .986"
Sig. (2tailed) .000
N 122 122
Firm Performance Pearson Correlatior .986" 1
Sig. (2tailed) .000
N 122 122

**_Correlation is significant at the 0.05 leveHled).
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From Table 5 above, it shows that the
coefficient (r) is 0.986. This indicates a very strong positive relationship
between logistics management and firm perforeeahis means that direct
relationship exist between the two variables and further improvement in
logistics management will result in the enhancement of performance of the
firms studied. Furthermore, the Table also shows probability/significant value

(PV) of 0.000 which is less than (<) 0.05 (level of significance). Indicating,

there is significant relationship between logistics management and firm
performance.

Relationship between Physical Distribution and Sales Growth

Table 6: Correlations Analysis Shaving the Relationship between
Physical Distribution and Sales Growth

Physical Sales
Distribution Growth
Physical PearsorCorrelation 1 .816"
Distribution Sig. (2tailed) .000
N 122 122
Sales Growth Pearson Correlation .816" 1
Sig. (2tailed) .000
N 122 122

**_Correlation is significant at the 0.05 level-@iled).

From Table 6 above, it shows that the
coefficient (r) is 0.816. This indicates a very strong positive relationship
between physal distribution and sales growth. This means that direct
relationship exist between the two variables and further improvement in
physical distribution will bring about increase in sales growth of the firms
studied. Furthermore, the Table also shows pritibabignificant value (PV)

of 0.000 which is less than (<) 0.05 (level of significance). Indicating, there is
significant relationship between physical distribution and sales growth.
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Relationship between Physical Distribution and Ortime Delivery

Table 7: Correlations Analysis Showing the Relationship between
Physical Distribution and On-Time Delivery

Physical On Time
Distribution Delivery
Physical Pearson 1 929"
Distribution Correlation .000
Sig. (2tailed) 122
N 122
On Time Delivey  Pearson .929" 1
Correlation
Sig. (2tailed) .000 122
N 122

**_Correlation is significant at the 0.05 level@iled).

From Table 7 above, it shows that the
coefficient (r) is 0.929. This indicates \eery strong positive relationship
between physical distribution and on time delivery. This means that direct
relationship exist between the two variables and further improvement in
physical distribution will bring about better on time delivery of the firms
studied. Furthermore, the Table also shows probability/significant value (PV)

of 0.000 which is less than (<) 0.05 (level of significance). Indicating, there is
significant relationship between physical distribution and on time deliver.

Relationship between Transportation and Sales Growth

Table 8: Correlations Analysis Showing the Relationship between
Transportation and Sales Growth

Transportation  Sales Growth

Transportation Pearson Correlation 1 919"
Sig. (2tailed) .000
N 122 122
SalesGrowth Pearson Correlation 919" 1
Sig. (2tailed) .000
N 122 122

**_Correlation is significant at the 0.05 level-(ailed).

From Table 8 above, it shows that the
coefficient (r) is 0.919. This indicates \ery strong positive relationship
between transportation and sales growth. This means that direct relationship
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exist between the two variables and further improvement in transportation will
result in higher sales growth of the firms studied. FurtherntbeeT able also
shows probability/significant value (PV) of 0.000 which is less than (<) 0.05
(level of significance). Indicating, there is significant relationship between
transportation and sales growth.

Relationship between Transportation and Ortime Ddlivery

Table 9: Correlations Analysis Showing the Relationship between
Transportation and On-Time Delivery

Transportation On Time Delivery

Transportation  Pearson 1 .960"
Correlation
Sig. (2tailed) .000
N 122 122
Pearson .960" 1
OnTime Correlation
Delivery Sig. (2tailed) .000
N 122 122
**_Correlation is significant at the 0.05 level-(&iled).
From Table 9, it shows t hat t he Pea

coefficient (r) is 0.960. This indicates a very strongitpas relationship
between transportation and -time delivery. This means that direct
relationship exist between the two variables and further improvement in
transportation will bring about better on time delivery of the firms studied.
Furthermore, the Tde also shows probability/significant value (PV) of 0.000
which is less than (<) 0.05 (level of significance). Indicating, there is
significant relationship between transportation andime delivery.
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Effects of Logistic Management on Firm Perfornance

Table 10: Summary of Regression Analysis Result Showing the Effects of
Logistic Management on Firm Performance

Variables Coef. t-cal Sig. t-tab R R? F-cal F- Sig
t (0.05, tab(0.05 f
120) ,1,121)
Constant 2114  4.048 0.0
Logistic 0.963 65839 0.0 196 0986 0.973 4256.185 3.92 0.00
Management

Dependent Variable; Firm Performance
Source Field Survey, 2017

FP=ao+ allLM + Ul

FP=2.114 + 0.963LM

T-values= (4.048 (65.239)

Table 10 above reals that the coefficient of correlation is 0.986. This shows
that significant and very strong relationship exists between logistics
management and firmsé performance bec
Coefficient of Determination (| = 0.973. It implies that 97.3% variation in
firm performance is explained by variations in logistics management. This
implies that the above stated model has a good fit (explanation is > 50%).
Therefore the remaining 2.7% is explained by some other variables notdtovere
in this study model. The -Ealculated of 4256.185 had a corresponding
significant tvalue of 0.000. Therefore, the researcher concludes that it is a
good and useful model. Conventionally(al = 4256.185> Hab .05, 1, 111)
=3.92 hence the decision @fuseful model is upheld.

The test of significance conducted as shown in the table above shows that
logistic management significantly influence firm performance (PV = 0.000 <
0.05). More so,-tal = 65.239>-tab.05,121) = 1.96
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Effects of Physica Distribution and Transportation on Sales Growth

Table 11: Summary of Regression Analysis Result Showing the Effects of
Physical Distribution and Transportation on Sales Growth

Variables Coef. t-cal sig. t t-tab R R2 F-cal F-tab( Sig f
(0.05, 0.05,2,
119) 121)
Constant 719 1.145 .0
Physical .216 4.365 .0
distribution 1.96 0.931 0.866 384.99 3.07 .0

Transportation .736 13.323 .0

Dependent Variable; Sales Growth
SG=a+ aPD +aT +Ul
SG=0.719 + 0.216PD + 0.736T
T-values= (1.145) (4.365) (13.323)

Table 11 above reveals that the coefficient of correlation is 0.931. This shows
that significant and very strong relationship exists between the dimension of
logistics management and sales growth because r is closer to onis@1}h&
Coefficient of Determination (| = 0.866. It implies that 86.6% variation in
sales growth is explained by variations in physical distribution and
transportation. This implies that the above stated model has a good fit
(explanation is > 50%). Thefore the remaining 13.4% is explained by some
other variables not covered in this study model. TtoalEulated of 384.939

had a corresponding significanwvalue of 0.000. Therefore, the researcher
concludes that it is a good and useful model. ConvesitioR-Cal = 384.939>
Ftabo.0s, 1, 11173.07 hence the decision of a useful model is upheld.

Effects of Physical Distribution and Transportation on On-time Delivery

Table 12: Summary of Regression Analysis Result Showing the Effects of
Physical Distribution and Transportation on On-Time Delivery

Variables Coef. t-cal sig. t t-tab R R2 F-cal F-tab( Sig f
(0.05, 0.05,2,
119) 121)
Constant 224 676 .0
Physical .305 11.669 .0 1.96 0.982 0.964 1586.7 3.07 .0
distribution

Transportation 714 25512 0

Dependent Variable; Gtime Delivery
OTD= a+ aPD + aT +Ul
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OTD=0.224 + 0.305PD + 0.714T
T-values= (0.676) (11.669) (25.512)

Table 12 above reveals that the coefficient of correlation is 0.982. This shows
that significant and ery strong relationship exists between the dimension of
logistics management and on time delivery because r is closer to one (1). Also,
the Coefficient of Determination gR= 0.964. It implies that 96.4% variation

in on time delivery is explained by vatiens in physical distribution and
transportation. This implies that the above stated model has a good fit
(explanation is > 50%). Therefore the remaining 5.6% is explained by some
other variables not covered in this study model. THoalEulated of 158635

had a corresponding significanwvalue of 0.000. Therefore, the researcher
concludes that it is a good and useful model. ConventionalalF=
1586.735> Ftal.os, 1, 11173.07 hence the decision of a useful model is upheld.

Summary of Decision onTest of Effects
Table 13: Summary of Result on Regressioi\nalysis (Test of Effects)

S/n | Effects t- cal Direction Sig. Conclusion
Value/Prob
ability
Value (PV)
1 Effects of logistic | 65.239 0.000 Significant
management on +ve
firm
performance
2 Effects ofphysical | 4.365 +ve .000 Significant
distribution on
sales growth
3 Effects of 13.323 +ve .000 Significant
transportation on
sales growth
4 Effects of physical | 11.669 +ve .000 Significant
distribution onon-
time delivery
5 Effects of 25.512 +ve .000 Significant
transportation on
orttime delivery

Source: Field Survey, 2017
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FINDINGS
Relationship between Logistic Minagement and Firm Performance

From Table 5 and Table 10, it was discovered that logistics management
significantly and positely affect the performance of the firms studied. To

further buttress the above relationship Gebresefaligsisona (2012) observed

that in todaybs process driven organi
functions to process, logistics has become ssemtial part of the process

which affect the performance of the firms.

Furthermore, Ellinger, Daugherty akeéller (2000); Mentzer, Daniel &Tomas

(2001); Fugate, Mentzer &tank (2010), in their various studies empirically
concluded that logistic managent is a strategic vector in organizational
performance in terms of service quality, effectiveness and overall profitability.

Al so, |l ogistics management has a maj
satisfaction and their retention and thus creating &nige customer value

which have the ability to affects the performance (Balakrishnan, 2009).

Relationship between Physical Distribution and Sales Growth

From Table 6 and Table 11, it was found that physical distribution affects sales
growth positively ad directly of the firms studied. In the same vein, Geraldine
and Chikwendu (2013) opined that firms with great diversity of customers
spread over vast geographical areas must integrate an effective system of
distribution to achieve an acceptable customeevise level in order to avoid
reduction of market share. Also, Richard (1965) concluded that a highly
responsive and reliable physical distribution system facilitates marketing
efforts and actually help to generate additional sales volume for firms.

More so, it helps to minimize owif-stock occurrences through more accurate
inventory placement and control, hence, sales lost due to being out of stock
will be minimized. This has an advantage of increasing the actual sales
volumes, the level of customettisfaction and the general market share of the
firm (Chentnik, 2005). Hesket (2007) observed that efficient physical
distribution enable firms to expand their market coverage in order to compete
more profitably and more effectively in distant markets, romarkets that
previously were marginal. In this way the company is enabled to expand its
distribution, which in turn leads to increase sales growth.
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Relationship between Physical Distribution and Ortime Delivery

From Table 7 and Table 11, it was disemd that physical distribution
significantly and positively affects the time delivery of the firms studied.
More so, physical distribution that is well coordinated helps to meet supply
deadlines that is order fulfillment and estimated demand can iog& ety
satisfied that is when producing for an anonymous market (Doms&hke
Schield, 1994).

According to Bovee&& Thill (2003) physical distribution is often one of the
biggest influences on a firmds abil
and it plays major roles in the performance of manufacturing firms. The
development of more efficient physical distribution procedures frequently
produces sufficient means for on time delivery of products. The importance of
physical distribution is also based its relevance to customer satisfaction, by
storing goods in convenient locations for transporting to wholesalers and
retailers, and by creating fast, reliable means of moving the goods to the
consumers on time (Udeag&aOkeke, 1993).

Relationship between Transportation and Sales Growth.

From Table 8 and Table 12, it was discovered that transportation significantly
and positively affect the sales growth of the firms studied. To further buttress
the above relationship Yurgu, Wen Long and Michael (208) opined that
transportation is the base of efficiency in logistics management and a good
transport system brings benefits not only to service quality but also brings
about sales growth in the firm. Day to day management decisions also relies
on transportas just in time methods for both production and distribution have
become the standard. More so, with the growth-aommerce, resulting in
more and more home delivery of products, transportation costs have become

very signifi cant(Heasse& Rodrigum2@0)s al es gr ow

Transportation being one of the most visible elements in the logistics
operations, has strong relationship on firm performance vis a vis the amount
of sales it will make because products are usually not produced and consumed
in the same location. Also, transportation programs that can deliver customers
goods as at when required and in good condition, help to provide customer
satisfaction and give a competitivegedo the firm (Cooper, Lambert Ragh,

2013).
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Relationship betweenTransportation and On-Time Delivery

From Table 9 and Table 12, it was discovered that transportation significantly
and positively affects the eime delivery of the firms studied. Furthermore,

the role transportation plays in logistics system is morepbaxrthan carrying
goods for the firm. By means of wdibndled transport system, goods could
be sent to the right place at right
It brings efficacy, and also builds a bridge between producers and consumers
andaffects the delivery of a product (Yunfu et al, 2005). Without the linking

of transportation, a powerful logistics strategy cannot bring its capacity into
full play.

Geraldine and Chikwendu (2013) observed that continuous increase in the cost
of transpetation due to poor nature of roads, high cost of vehicles and spare
parts poses a serious problem to an effective coverage of territories and on time
delivery of firmds products. I n oth
time delivery, they shoulthave an effective transportation system for easy
movement of their productsAlso, effective management of transportation
helps a firm to increase its profitability through on time delivery of products
to the consumers. More so, increasing the speeiatw h f i r ms 6 de
allows them to serve their customers better (Jack, 2006).

CONCLUSION AND RECOMMENDATION
Conclusion

The objective of this work was to
performance among selected firms in Rivers State, Migerd the findings of

the study showed that logistic management has an influence on the
performance of firms. More so, physical distribution and transportation has a
very strong influence on sales growth and on time delivery respectively.
Organizations tat want to increase its performance must have a clear and vivid
understanding of how logistic management works and manage it properly.
Also, the environment in which firms operate changes so rapidly, it is therefore
pertinent and important that organizatso maintain their performance
measurement system through proper and effective logistics management so
that they can remain competitive in their various business environments.

Recommendation
Based from the findings of the study the following recommendsiioe made:
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Organizations should established and maintain standard and vanilla logistics
management system, so that the right amount of stock is hold and economic
order quantity is achieved through proper physical distribution of the product
to achieve lyher performance.

Also, to attain reasonable on time delivery firms in general and managers in
particular should be properly equipped with the newest technology in
transportation.

Logistics managers should try as much as possible to maximize space and
enhance on time delivery to avoid delay to the distribution of products in order
to meet customers demand through proper means of transportation.

Cost minimization distribution and transportation mode should be selected in
the keeping and allocation of phacts in other to meet up with on time delivery
so that sales growth can be increased.
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Abstract

Purpose: The main objective of this study was to analyze the influence of e
procurement on performance of parastatals.

Methodology: This research study adopted a descriptive research design
approach. The researcher preferred this methoduse it allows an idepth

study of the subject. For this study census was used, all the 187 heads of
procurement in all parastatals were issued with questionnaires. Data was
collected using selidministered questionnaires. The data collected was
analyzel by use of descriptive and inferential statistics. Multiple regression
model was used to show the relationship between the dependent variable and
the independent variables. Data generated was be keyed in and analysed by use
of Statistical Package of Soti&ciences (SPSS) version 21 to generate
information which was presented using tables, charts, frequencies and
percentages.

Findings: The findings of the study indicated thaseurcing, einforming, e
payments and-tendering have a positive relationshifith performance in
parastatalBased on the study findings, the study concludes that performance
of parastatals can be improved bgaurcing, enforming, epayment and e
tendering.

Unique Contribution to Theory, Practice and Policy: Finally, the stdy
recommended that public institutions should embragemeurement practices

S0 as to improve their performance and further researches should to be carried
out in other public institutions to find out if the same results can be obtained.

Keywords: E-Soucing, E-Informing, E-PaymentE-Tendering
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INTRODUCTION

The process of-procurement covers every stage of purchasing, from the initial
identification of a requirement, through the tendering process, to the payment
and potentially the contract manageméRbrter & Millar, 2005). The
purchasing of goods and services in the public sector is central because it
supports all functions of government; each governmental unit needs supplies
and equipment to accomplish its mission (Oliveira & Martins, 2011). Lysons
(2013) opined that one of the most important challenges in government
procurement is how to best utilize information technology in an age of
communications revolution. Numerous researchers have discussed this
challenge under the labelpgocurement. Thessue has been discussed both
from a technological perspective and a managerial perspective (Lavelle &
Bardon, 2009).

The development and implementation of electronic commerce business
models, such as a procurement portal in organizations is a challengeds
beyond mere technological functionality (Davila, Gupta & Palmer, 2013) Top
management support, organizational adaptation, and training of employees are
examples of critical issues for the successful implementation of asysfeém.
Although a numbe of public sector agencies are actively pursuing e
Procurement, evidence from business press reveals that many of the efforts are
not meeting original expectations.

Global Perspective on EProcurement

A study by Teo, Lin, and Lai (2009) on the adoptafne-procurement was
conducted in Hong Kong. The main objective of the study was to identify the
perceived critical success factors and perceived barriers regarding the
implementation of rocurement. A conceptual framework had been
developed for the adtipn of eprocurement, and this subsequently had been
tested with data collected from companies in Hong Kong. The results indicated
that educating companies in both lengnd shorterm benefits would
encourage the application ofpeocurement (Thai, 2007)

Regional Perspective on EProcurement

According to (Saleemi, 2000) introduction ofpeocurement system in
Tanzania is part of-government implementation. This new system which
involves the use of ICT will among others enable suppliers to sell gonds a
services to the government through the internet. There is no doubt for
government through the Public Procurement Regulatory Authority can
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facilitate the implementation of electronic procurement which is part of-the e
commerce and -government we cannaavoid carefully considering the
current policy and legal environment.

Local Perspective on EProcurement

The public procurement in the Kenyan has been undergoing reforms starting
with the Public Pocurement and Disposal Act 2005 that saw the creation of
Public Procurement Oversight Authority. The next step was the
implementation of @rocurement for the public sector. According to e
government strategy paper 2004recurement was one of the meditenm
objectives which were to be implemented by June 2007, but the process has
been very slow (Maina, 2011). The manual processes are costly, slow,
inefficient and data storage and retrieval poor. This project sought to determine
e-procurement practices public sector, find the factors for slow adoption,
existing models in use, and then develop a model for the Kenyan public sector.

E- Procurement

While many firms adopt-erocurement in an attempt to achieve the proposed
benefits of lower costs and imgved efficiency, it should be noted that the use

of e-procurement does guarantee positive outcomes for buyers or suppliers.
Rankin, Chen, and Christian (2006) study of reverse auction use in the wood
pallet industry found that suppliers realized few, ifyabenefits from
participation, suppliers engaged in retaliatory pricing when the opportunity
presented itself, buyers encountered unanticipated costs, aftldesptimal
buyersupplier relationships resulted (Bird, 2009). Some additional challenges
as®ciated with the effectiveness epeocurement include information sharing
within and across firms, overcoming the silo mentality within the firm, sharing
proprietary information with supply chain members, and intellectual property
matters.

Statement ofthe Problem

According to a World Bank Report (2013) parastatals play a major role in the
development of the country through provision of public services and have
become a strong entity in Kenya and very useful engines to promoting
development. In Kenya pastatals accounted for 20% of the country's Gross
Domestic Product (GDP), provided employment opportunities to about
300,000 people in the formal sector and 3.7 million persons in the informal
sectors of the economy (GoK, 2004). However, parastatalsripekeave been
experiencing a myriad of problems including corruption, nepotism and
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mismanagement (Rotich, 2011). The Systems Audit for State law Office
(SLO), 2008/2009 Report revealed lessof Ksh8, 291, 430 through

irregular procurements in financiglear (FY) 2008/2009. Earlier, in FY
20072008, SLO had lost Kshs#5,968.00 due to inefficiencies. This raises
guestions on the | evel of perfor manc
parastatal. The situation is one of loss, fraud, theft and gross migemeat

which are hampering improved and sustained procurement performance and
service delivery (PPOA, 2009).

According to KPLC Customer satisfaction survey of 2011, 2012 and 2013,
carried out by m/s Consumer Options Limited, it is notable that the pageen
index has been fluctuating that is, 69%, 70% and 66% respectively (Kirungu,
2002). Kenya power faces a major challenge in controlling the overall
operating cost because of the constant increase of sourcing cost; this is evident
by Kenya Power posting decrease in profit prior to tax of Sh6.42 billion
compared to Sh8.5 billion noted in the previous year according to a KPLC
2013 annual report. Productivity of parastatals is quite low while at the same
time they continue to absorb excessive portion ef thdget, becoming a
principal cause of long term procurement problems (KIPPRA, 2010).

In fact the public investment committee reports that out of 187 reports
examined by the Auditor General, only 23 Corporations managed a clean bill
of health (CCG, 2007)Parastatals operations have become inefficient and
nonprofitable, partly due to multiplicity of objectives, stifled private sector
initiatives and failing of joint ventures requiring the government to shoulder
major procurement burdens (Bilali & Bwis@015). According to Amayi
(2011) 69% of parastatals rely on old records in selecting their suppliers, while
only 31% search through internet catalogue in selecting suppliers (Arrowsmith
& Trybus, 2008), the reason for loss, fraud, theft and gross mismaerage

However, in Singapore, previous research by Thomson and Jackson (2007) on

the survey of the role of-procurement usage strategy shows that global
parastatal sdé use of the internet i s |
Githumbi (2013) on ugse, obstacles and policies opcurement show that

only 33% of parastatals have implementegrecurement as a strategy to
improving services. None of the existing research explores further how e
procurement use affects the performance of parastatals. dgainst that

backdrop that this study will be done to determine the effecipobeurement

on performance of parastatals in Kenya.

30



Objectives of the Study

U To assess the influence okeurcing on performance of parastatals
in Kenya.

U  To establishhe influence of énforming on performance of
parastatals in Kenya.

U To determine the influence ofpayment on performance of
parastatals in Kenya.

U To evaluate the influence oftendering on performance of
parastatals in Kenya.

LITERATURE REVIEW
E-Sourcing

According to Mose (2012), private and public sector organizations have been
utilizing information technology (IT) systems to streamline and automate their
purchasing and other processes over the past yeaosirging is not new; Thai
(2007) therdhave been many attempts to automate the process of procurement
for the buyer using electronic procurement systems (EPS), workflow systems
and links with suppliers through electronic data interchange (EBIQUECing

refers to the electronic integratiomdh management of all procurement
activities including purchase, request, authorization, ordering, delivery and
payment between a purchaser and a supplier (Lysons, 2013).

E-Informing

E-informing is the gathering and distributing purchasing informatioth bo
from and to internal and external parties using Internet technology (Rotich,
2011). Itis using internet technology to buy goods and services from a number
of known or unknown suppliers. Purchasing accounts for the majority of
organizational spending. sA such, the advent of web based electronic
procur ement has been heralded as a
reduce the total cost of acquisition. Thprecurement revolution is expected

to enhance the status and influence of the purchasingidanavithin
organizations (Saleemi, 2000).

E-Payments

Songip et al, (2013) has highlighted the enablers opayment. The
advancement of information technology has led to globalization where many
businesses have websites. The websites allow various fo participate in
different activities in various supply chains. Security mechanism plays a major
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role in adoption of €°rocurement. Firms that wish to adoppayments

consider security of the systems as a necessary requirement before embarking

on the system implementation. The integration of gmyments with other
organizational systems is necessary. Such systems include: payment gateways,
supplierds systems (Tran & Huang, 201

E-Tendering

A tender is prepared and then posted; an authorized lsiyggven secure
access for document retrieval. The deadline and procedures for electronic bid
submission (EBS) are clearly identified for both buyers and suppliers.
Prospective bidders register, are authenticated and are then given a secure
access key witlvhich to submit their bids (Lewis et al., 2009). Proposals and
associated response documents are submitted through an electronic bid
submission system which logs a receipt and sends the supplier confirmation.
Updates to the submissions can be made uphéotitne of closing. All
submitted documents are stored in a secure fashion with a high level of security
and bids may only be opened by the authorized buyer after the closing date and
time have passed. A full electronic audit trail on all activity is naéid.
Electronic bid submission improves supply chain performance because of easy
accessibility (Mwai, 2013).

The suspicions expressed by HCWSs about giving blood for analysis imply that
they are aware of potential implications and associated stigma. Any
vaccination strategy requiring blood samples from HCWs is unlikely to have

high coverage in this setting. The true rate of exposure however, is likely to be
higher as underreporting, especially among doctors, and in particular,
surgeons, is wellocumentedSmith et al, 1996).

Theoretical Review
The Disruptive Innovation Theory

The disruptive innovation is probably one of the most important innovation
theories of the last decade (Bird, 2009). The core concepts behind it circulated
so fast that one yeaftar the publication of the theory, people were using the
term without making reference to Harvard professor Clayton Christensen or to

his book The I nnovatords Dil emma (Har
disruptive innovation as we know it today figppeared in the beseller The
l nnovatordés Dil emma (Dai & Kauff man,

In the book Harvard Business School professor Clayton Christensen
investigated why some innovations that were radical in nature reinforced the
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i ncumbent 6s p oisdustry, acomrary ta what prevéoustmadels
(for instance the HendersaZlark model) would predict (Arberdeen Group,
2005). More specifically he analyzed extensively the disk drive industry
because it represented the most dynamic, technologically diseconsirand
complex industry one could find 1in
disruptive innovation has gripped the business consciousness like few other
ideas. In a review of enduring business books, The Economist called the theory

ffone of thbhenmbat mofilern business idea

Conceptual Framework

E-Informing
* Online Expression of Interest
* E-Purchase Requisitioning & Ordering

* Online Notifications & Communications

E-Sourcing
* Supplier Portals -

e E-Reverse Auctioning

* E-Catalogues Performance of Parastatals

* Market Share
E-Payments * Profitability

¢ Electronic Funds Transfer * Delivery Time

* Institutional E-Wallets

e Institutional E-Cash Applications

E-Tendering
+ E-Bidding

+ E-Evaluation

* Online Tender Documents

Independent Variables Dependent Variable
Figure 1: Conceptual Framework

METHODOLOGY

This research study adopted a descriptive research design approach. The
researcher preferred this method because it allows-degth study of the
subject For this study census was used, all the 187 heads of procurement in all
parastatals were issued with questionnaires. Data was collected using self
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administered questionnaires. The data collected was analyzed by use of
descriptive and inferential statissi. Multiple regression model was used to
show the relationship between the dependent variable and the independent
variables. Data generated was be keyed in and analysed by use of Statistical
Package of Social Sciences (SPSS) version 21 to generate itiformvhich

was presented using tables, charts, frequencies and percentages.

FINDINGS
Descriptive Statistics
E-Sourcing

The first objective of the study was to investigate the influefid&Sourcing

on performance of parastatals in Kenya. The resposdemnte asked to
indicate to what extent did-Bourcing influence performance of parastatals in
Kenya. Results indicated that majority of the respondents 25 % agreed that it
was to a very great extent, 27 % said that it was to a great extent, 35 % said it
was moderate, while little extent and not at all were at 5% and 8% respectively.

E-sourcing
not at all
8% Little extent

Very Great Extent
Y 5%

25%

Moderate Extent
35%

Great Extent
27%

Figure 2: ESourcing

The respondents were also asked to comment on statements regarding E
Sourcing influence on performance of parastatals in Kenya. The responses
were ratecn a likert scale and the results presented in Table 1 below. It was
rated on a 5 point Likert scale ranging from; 1 = strongly disagree to 5 =

strongly agree. The scores of O0stron
taken to represent a statement rgread upon, equivalent to mean score of 0

to 2.5. The score of &éneutrald has b
upon, equi val ent to a mean score of
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6strongly agreed have beernadgremkupon t o
equivalent to a mean score of 3.5 to 5.

Results indicated that majority of the respondents 85.8 % agreed on the
statement that supplier portals greatly influenced market share. Further results
indicated that 88.3 % of the respondents weragreement that-Everse
auctioning greatly influenced market share. A 100% of the respondents agreed
that Ecataloguing greatly influenced market share.

88.25% of the respondents expressed agreement on the statemeravbete
auctioning greatlynfluences profitability. Results indicated that majority of

the respondents 85.8 % agreed on the statement that supplier portals greatly
influenced market share. Results indicated that majority of the respondents
94.2 % agreed on the statement that suppletals greatly influenced market
share.

Results indicated that majority of the respondents 94.2 % agreed on the
statement that supplier portals greatly influences delivery time. Results
indicated that majority of the respondents 89.4 % agreed otetleenent that
E-reverse auctioning greatly influences delivery time. Results indicated that
majority of the respondents 82.4 % agreed on the statementdtastlBguing
greatly influenced delivery time. The average mean of all the statements was
4.25 indtating that majority of the respondents agreed-sowgcing influence

on performance of parastatals in Kenya. However the variations in the
responses were varied as shown by a standard deviation of 0.90. These findings
imply that esourcing was at the heaf the organizationThe findings agree

with Khalil & Waly (2015) that using-sourcing when sourcing for a new
product or service can be smart but if not done well can prove to be expensive
and time consuming.
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Table 1: E-Sourcing Influ ence on Performance of Parastatals iKenya

SsD D Neutral A SA Mean Std.
Dev
Supplier portals 2.4% 5.9% 5.9% 48.2% 37.6% 4.1 0.9

greatly influences

market share

E-reverse auctioning 4.7% 4.7% 2.4% 459% 42.4% 4.2 10
greatly influences

market share

E-cataloguing greatly 0.0% 0.0% 0.0% 56.5% 435% 4.4 0.5
influences market

share

Supplier portals 4.7% 4.7% 2.4% 49.4% 38.8% 4.1 1.0
greatly influences

profitability

E-reverse auctioning 1.2% 2.4% 1.2% 47.1% 48.2% 4.4 0.7
greatly influences

profitability

E-cataloguing greatly 2.4% 2.4% 1.2% 42.4% 51.8% 44 0.8
influences profitability

Supplier portals 2.4% 2.4% 1.2% 424% 518% 4.4 0.8
greatly influences

delivery time

E-reverse auctioning 4.7% 4.7% 1.2% 49.4% 40.0% 4.2 1.0
greatly influences

delivery time

E-cataloguing greatly ~ 7.1% 7.1% 3.5% 40.0% 424% 4.0 1.2
influences delivery

time

Average 425 09

E-Informing

The secondobjective of the study was to investigate the influence -of E
Informing on performance of parasil in Kenya. The respondents were
asked to indicate to what extent didrorming influenced performance of
parastatals in Kenya. Results indicated that majority of the respondents 31 %
agreed that it was to a very great extent, 36 % said that it wagréat extent,

23 % said itvas moderate, while little extent and not at all tied at 5%.
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E-Informing

‘ittle extent
5
Moderate
Extent
23%

Figure 3: EInforming

The respondents were also asked to comment on statements regarding E
Informing influence on performance of parastatals in Kenya. Resultaiedi

that majority of the respondents 59 % agreed on statement that online
expression of interest greatly influences market share. Further results indicated
that 63 % of the respondents were in agreement tparéhase requisitioning

and ordering greatlynfluences market share. A 45% of the respondents agreed
that online notifications and communication greatly influences market share.

59% of the respondents expressed agreement on the statement that online
expression of interest greatly influences padfility. Results indicated that
majority of the respondents 48 % agreed on the statement {batcBase
requisitioning and ordering greatly influences profitability. Results indicated
that majority of the respondents 60% agreed on the statement thag onli
notifications and communication greatly influences profitability.

Results indicated that majority of the respondents 78 % agreed on the statement
that online expression of interest greatly influences delivery time. Results
indicated that majority ofnie respondents 56 % agreed on the statement that
E-purchase requisitioning and ordering greatly influences delivery time.
Results indicated that majority of the respondents 61% agreed on the statement
that online notifications and communication greatlyuahces delivery time.

The average mean of all the statements was 2.28 indicating that majority of the
respondents agreed orseurcing influence on performance of parastatals in
Kenya. However the variations in the responses were varied as shown by a
standard deviation of 0.85. These findings indicate that throtigfoeming,

the management could improve the communication capacity, demand
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additional cost reductions, faster deliveries, better quality and better
performance. They agree with Githumbi (2D13at organizations must look
toward their operational communication improvements. The opportunities for
cost savings and operational communication improvements can be enormous
as the impact on margins and bottom line is considerable.

Table 2: E-Informi ng Influence on Performance of Parastatals irKenya

SD D Neutral A SA Mean Std.
Dev

Online expression of interest 7% 6% 28% 40% 19% 3.6 1.1
influences market share

E-purchase 0% 8% 29% 39% 24% 3.8 0.9
requisitioning and ordering

greatly influences market

share

Online notifications and 1% 0% 54% 39% 6% 3.5 0.7
communication greatly

influences market share

Online expression of interest 2% 5% 34% 37% 22% 3.7 0.9
greatly influences profitability

E-purchase 0% 1% 51% 33% 15% 3.6 0.8
requisitioning and ordering

greatly infuences profitability

Online natifications and 0% 0% 40% 51% 9% 3.7 0.6
communication greatly

influences profitability

Online expression of interest 0% 0% 21% 29%  49% 4.3 0.8
greatly influences delivery

time

E-purchase 4% 0% 40% 41%  15% 3.7 0.9
requisitioning and ordering

greatly influences delivery time

Online natifications and 5% 5% 29% 42%  19% 3.7 1.0
communication greatly

influences delivery time

Average 2.28 0.85

E-Payment

There was also need to establisiw E-payment influenced performance of
parastatals in Kenya as the third objective. The respondents were asked to
comment on extent of -Bayment influence performance of parastatals in
Kenya. Results indicated that majority of the respondents 47 % aitpageit

was to a very great extent, 45 % said that it was to a great extent, 2 % said it
wasmoderate; little extent was 2% and not at all 4%.
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Moderate

Extent

Figure 4. EPayment

Results indicated that 70 % agreed on the statement that electronic funds
transfer greayl influences market share. Majority of the respondents 91%
agreed on the statement that institutionavadlet greatly influences market
share. Further results indicated that 37 % of the respondents were in agreement
that institutional ecash applicationgreatly influences market share.

A 57% of the respondents agreed that electronic funds transfer greatly
influences profitability. 62% of the respondents expressed agreement on the
statement that institutionalwallet greatly influences profitability. Ralts
indicated that majority of the respondents 65% agreed on the statement that
institutional ecash applications greatly influences profitability.

Results indicated that majority of the respondents 65 % agreed on the statement
that electronic funds ansfer greatly influences delivery time. Results
indicated that majority of the respondents 66 % agreed on the statement that
institutional ewallet greatly influences delivery time. Results indicated that
majority of the respondents 59 % agreed on thestant that institutional-e

cash applications greatly influences delivery time.

The average mean of all the statements was 2.7 indicating that majority of the
respondents agreed on insourcing influence on performance of parastatals in
Kenya. However theariations in the responses were varied as shown by a
standard deviation of 1.4. These findings imply that througtayenents,
companies can improve competitive positioning, gain entry to new dynamic,
technology driven markets, supplement critical skilid ahare the risk or cost

of major development projects (Bryan, 2007).
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Table 3: E-Payment Influenceon Performance of Parastatalsin Kenya

SD D Neutral A SA Mean Std.
Dev

Electronic funds transfer greatly 2% 2% 26% 37% 33% 4.0 1.0
influences market share
Institutional ewallet greatly 0% 4% 4% 42%  49% 5.0 55
influences market share
Institutional ecash applications 6% 28% 29% 19% 18% 3.1 1.2
greatly influences market share
Electronic funds transfer greatly 0% 24% 20% 18% 39% 3.7 1.2
influences profitability
Institutional ewallet greatly 0% 1% 37% 21% 41% 4.0 0.9
influences profitability
Institutional ecash applications 1% 0% 34% 26% 39% 4.0 0.9
greatly influences profitability
Electronic funds transfer greatly 2% 1% 32% 27% 38% 4.0 1.0
influences delivery time
Institutional ewallet greatly 0% 0% 34% 31% 35% 4.0 0.8
influences delivery time
Institutional ecash applications 1% 2% 38% 34% 25% 3.8 0.9
greatly influences delivery time
Average 2.7 1.4

E-Tendering

There was alsoeed to establish how-Eendering influences performance of
parastatals in Kenya. The respondents were also asked to comment on
statements regarding -Eendering influence influenced performance of
parastatals in Kenya. Results also showed that 3% of résptmindicated to

very great extent, great extent was at 12 %, moderate extent was 37 %, while

little extent was at 27% and not at all was at 21%.

E-Tendering

Very Great Extent, 3%

Great Extent, 12% “ .not atall, 21, %
‘ Little extent, 27%

Moderate
Extent, 37,%

Figure 5: ETendering
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Results indicated that majority of the respondents 100 % agreed on the
statementthat ebidding greatly influences market share. Further results
indicated that 69 % of the respondents were in agreement-thatiuation
greatly influences market share. A 47% of the respondents agreed that availing
tender documents online greatly infhoes market share.

100% of the respondents expressed agreement on the statemedtidin g
greatly influences profitability. Results indicated that majority of the
respondents 96 % agreed on the statement tnadleation greatly influences
profitabiity. Results indicated that majority of the respondents 92 % agreed
on the statement that availing tender documents online greatly influences
profitability.

90% of the respondents expressed agreement on the statemerhititing
greatly influences dalery time. Results indicated that majority of the
respondents 88% agreed on the statement thaaleation greatly influences
delivery time. Results indicated that majority of the respondents 87% agreed
on the statement that availing tender documentg@rgreatly influences
delivery time.

The average mean of all the statements was 2.5 indicating that majority of the
respondents agreed on insourcing influence on performance of parastatals in
Kenya. However the variations in the responses were varisticagn by a

standard deviation of 0.87. The results imply that an organization benefits
greatly when gendering is embraced to reduce costs, introdueeatiation
systems designed to address the orga
organization to sti@mline etendering (Bird, 2009).
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Table 4: E-Tendering Influence onPerformance of Rarastatals in Kenya

SD D Neutral A SA Mean Std.

Dev

E-biddinggreatly 0.00% 0.00% 0.00% 54% 46% 4.5 0.5
influences market share

E-evaluation greatly 0.00% 0.00% 30.60% 27% 42% 4.1 0.9

influences market share

Availing tender documents 15.30% 15.30% 22.40% 20% 27% 3.3 14
online greatly influences

market share

E-biddinggreatly 0.00% 0.00% 0.00% 59% 41% 4.4 0.5
influences profitability
E-evaluation greidy 0.00% 3.50% 0.00% 41% 55% 4.5 0.7

influences profitability
Availing tender documents 4.70%  0.00%  3.50% 45% 47% 4.3 0.9
online greatly influences

profitability

E-bidding greatly 0.00% 350% 7.10% 44% 46% 4.3 0.8
influences delivery time

E-evaluaion greatly 7.10% 0.00% 4.70% 39% 49% 4.2 11

influences delivery time

Availing tender documents 7.10%  4.70% 1.20% 42% 45% 4.1 11
online greatly influences

delivery time

Average 2.5 0.87

Correlation Analysis

Correlation analysis was useddetermine both the significance and degree of
association of the variables and also predict the level of variation in the
dependent variable caused by the independent variables. The correlation
technique is used to analyze the degree of relationship betw® variables.

The results of the correlation analysis are summarized in Table 5.
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Table 5: Summary of Pearsondés Correl
E- E- E- E- Performance
Sourcing Informin g Payments Tendering of
Parastatals
in Kenya
E-Sourcing Pearson 1.00 T75** .641** .699** 814
Correlation
Sig. (2 0.00 0.00 0.00 0.00
Tailed)
E-Informing  Pearson T75% 1.00 570** .688** 769**
Correlation
Sig. (2 0.00 0.00 0.00 0.00
Tailed)
E-Payments Pearson .641** .570** 1.00 .585** .649**
Correlation
Sig. (2 0.00 0.00 0.00 0.00
Tailed)
E-Tendering Pearson .699** .688** .585** 1.00 .690**
Correlation
Sig. (2 0.00 0.00 0.00 0.00
Tailed)
Performance Pearson 814 .769** .649* .690** 1.00
of Correlation
Parastatals in Sig. (2
Kenya Tailed)
0.00 0.00 0.00 0.00

** Correlation is significant at the 0.05 Level-ailed).

The correlation summary shown in Table 5 indicates that the associations
between each of the independent variables and the dependent variable were all
significant at the 95% confidence level. The correlation analysis to determine
the relationship betweensurcing and performance of parastatals, Pearson
correlation coefficient computed and tested at 5% significance level. The
results indicate that theris a positive relationship (r=0.814) between e
sourcing and performance of parastatals. In addition, the researcher found the
relationship to be statistically significant at 5% level (p=0.000, <0.05).

The correlation analysis to determine the relatignéfetween Enforming

and performance of parastatals, Pearson correlation coefficient computed and
tested at 5% significance level. The results indicate that there is a positive
relationship (r=0.769) betweermforming and performance of parastatals. In
addition, the researcher found the relationship to be statistically significant at
5% level (p=0.000, <0.05).
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The correlation analysis to determine the relationship betwpagments and
performance of parastatals, Pearson correlation coefficient ¢ech@and
tested at 5% significance level. The results indicate that there is a positive
relationship (r=0.649)-payments and performance of parastatals. In addition,
the researcher found the relationship to be statistically significant at 5% level
(p=0.M0, <0.05).

The correlation analysis to determine the relationship betw#smdering and
performance of parastatals, Pearson correlation coefficient computed and
tested at 5% significance level. The results indicate that there is a positive
relationshp (r= 0.690) betweentendering and performance of parastatals. In
addition, the researcher found the relationship to be statistically significant at
5% level (p=0.000, <0.05). Hence, it is evident that all the independent
variables could explain the chges in the performance of parastatals on the
basis of the correlation analysis.

Regression Analysis

In this study multivariate regression analysis was used to determine the
significance of the relationship between the dependent variable and all the
independent variables pooled together. Regression analysis was conducted to
find the proportion in the dependent variable (performance of parastatals)
which can be predicted from the independent variableso(Ecing, E
informing, Epayment and &Eendering).

Table 6 presents the regression coefficient of independent variables against
dependent variable. The results of regression analysis revealed there is a
significant positive relationship between dependent variable and the
independent variable.

The indepedent variables reported R value of 0.861 indicating that there is
perfect relationship between dependent variable and independent variables. R
square value of 0.741 means that 74.1 % of the corresponding variation in
performance of parastatals can be ex@d or predicted by {ourcing, E
informing, Epayment and #endering) which indicated that the model fitted

the study data.

Adjusted R square in table 6 is called the coefficient of determination which
indicates how performance of parastatals vaviéti variation in effects of
factors which includes; Bourcing, Einforming, Epayment and Eendering.

The results of regression analysis revealed that there was a significant positive
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relationship between dependent variable and independent varialfe at=(
0.741), p=0.000 <0.05).

Table 6: Model Summary

Model R R Square Adjusted R Std. Error of the
Square Estimate
1 .86 741 .735 5139

Predictors: (constant),-Bourcing, Einforming, Epayment and Eendering
Dependent Variable: Performance of &#datals.

The research used a multiple regression model

Y = otb Dbt BXot+ BXs+ BXa+

Y=8.450+ 0.344X+ 0.229% + 0.126% +0.104X%,

The regression equation above has established that taking all factors into
account (Esourcing, Einforming, Epaymentand Etendering)constant at

zero, performance of parastatals will be an index of 8.450. The findings
presented also shows that taking all other independent variables at zero, a unit
increase in wourcing will lead to a 0.344 increase in performance of
parastatals .The-RPalue was 0.000 which is less 0.05 and thus the relationship
was significant.

The study also found that a unit increase-inferming will lead to a 0.229
increase in performance of parastatals. ThealBe was 0.000 and thus the
relatonship was significant. In addition, the study found that a unit increase in
e-payment will lead to a 0.126 increase in the performance of parastatals. The
P-value was 0.000 and thus the relationship was significant.

Lastly, the study found that a umiicrease in ¢endering will lead to a 0.104
increase in the performance of parastatals. Fhaltke was 0.004 and hence
the relationship was significant since theyglue was lower than 0.05. The
findings of the study show that,-seurcing contributed mosto the
performance of parastatals.
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Table 7: Coefficients of Determination

Model Unstandardized Standardized t Sig.

Coefficients Coefficients

B Std. Beta

Error

1 (Constant) 8.450 139 6.069 .000
E-Sourcing .344 .058 414 5.960 .000
E-Informing .229 .054 278 4.254 .000
E-Payments .126 .041 162 3.050 .000
E-Tendering .104 .050 123 2.077 .004

Predictors: (constant),-Bourcing, Einforming, Epayment and Eendering
Dependent Variable: Performance of Parastatals
Table 8: ANOVA

Model Sumof  df Mean F
Squares Square Sig.
1 Regression 124.071 4 31.018 117.939 .00C0°
Residual 43.318 165 0.263
Total 167.389 169

Predictors: (constant),-Bourcing, Einforming, Epayment and Eendering
Dependent Variakt Performance of Parastatals

The significance value is 0.000 which is lékan 0.05 thus the model is
statistically significance in predicting how-dburcing, Einforming, E
payment and #endering influence performance of parastatals. The F critical
at5% level of significance was 26.80. Since F calculated which can be noted
from the ANOVA table above is 117.939 which is greater than the F critical
(value = 26.80), this shows that the overall model was significant. The study
therefore establishes thaE-sourcing, Einforming, Epayment and E
tendering were all important@ocurement practices influencing performance
of parastatals. These results agree with B8aBwisa (2015) results which
indicated a positive and significant influence gbrecuremat practices on
performance of parastatals.
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SUMMARY, CONCLUSION AND RECOMMENDATIONS
Summary

The study sought to examine the influence -pf@curement on performance

of parastatals in Kenya. The study targeted staff of parastatals, the heads of
procurenent in the organizations. A total of 170 employees participated. This
specific study found out that majority of respondents highly agree that
parastatals had embracedaircing with regard to its procurement activities,

a majority of respondents were fulito highly agree that parastatals had
embraced -enforming with regard to its procurement activities, a majority of
respondents were found to highly agree that parastatals had embraced e
payments with regard to its procurement activities and lastlystbhdy found

out that majority of respondents highly agree that parastatals had embraced e
tendering with regard to its procurement activities. The summary of the study
findings presented herein followed the research objectives formulated in
chapter one ahe study.

E-Sourcing

The study sought to assess influence efoercing on performance of
parastatals in Kenya as the first objective of the study. A majority of
respondents were found to highly agree that parastatals had embraced e
sourcing with regardo its procurement activities. Supplier portals and e
cataloguing were common among parastatals. Correlation and regression
results revealed that this was the most important variable that could perhaps be
explained by the observation from the findingsttleesourcing was an
important factor in influencing performance of parastatals.

E-Informing

The influence of enforming on performance of parastatals in Kenya was the
second objective of the study. A majority of respondents were found to highly
agree tht parastatals had embraceiif®rming with regard to its procurement
activities. Online expression of interesfperchase requisitioning and ordering
were common among parastatals. Correlation and regression results revealed
that this was the second ntasnportant variable that could perhaps be
explained by the observation from the findings thahferming was an
important factor in influencing performance of parastatals.
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E-Payments

The study endeared to assess influence-p&ynents on performanced o
parastatals in Kenya as the third objective of the study. A majority of
respondents were found to highly agree that parastatals had embraced e
payments with regard to its procurement activities. Electronic funds transfer
and institutional evallet were ommon among parastatals. Correlation and
regression results revealed that this was the third most important variable that
could perhaps be explained by the observation from the findings that e
payments was an important factor in influencing performangauatstatals.

E-Tendering

The influence of ¢endering on performance of parastatals in Kenya was the
last objective of the study. A majority of respondents were found to highly
agree that parastatals had embractzhdering with regard to its procurenten
activities. Eevaluation and -idding were common among parastatals.
Correlation and regression results revealed that this was the most important
variable that could perhaps be explained by the observation from the findings
that etendering was an imptant factor in influencing performance of
parastatals.

Performance of Parastatals

The study endeared to determine influence-pfazurement on performance
with reference to parastatals in Kenya. The regression results revealed that e
procurement practés identified in the study, that isseurcing, einforming,
e-payment and -eendering combined could explain approximately 74.1% of
the variations in the performance of parastatals. The other 25.9% may be
attributed to other strategies not explainedh®ymodel or the variables.

Quiality of goods purchased recorded positive growth, timely purchases and
stock out reduction further recorded positive growth, cost reductions due to
minimal or no reworks also recorded positive growth. From inferential
statigics, a positive correlation is seen between each determinant variable and
performance of parastatals. The strongest correlation was established between
esourcing and performance of parastatals. All the independent variables were
found to have a statistilb@ significant association with the dependent variable

at ninety five percent level of confidence.
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Conclusion

Based on the study findings, the studoncludes that performance of
parastatals can be improved bys@ircing, enforming, epayment and e
tendering.

First, in regard to-sourcing, the regression coefficients of the study show that
it has a significant influence of 0.344 on performance of parastatals. This
implies that increasing levels ofseurcing by a unit would increase the levels
of performance of parastatals by 0.344. This shows tkeduecing has a
positive influence on performance of parastatals.

Second in regard toieforming, the regression coefficients of the study show
that it has a significant influence of 0.229 on perfarogaof parastatals. This
implies that increasing levels ofieforming by a unit would increase the levels
of performance of parastatals by 0.229. This shows thafioeming has a
positive influence on performance of parastatals.

With regard to the thirdbjective, the regression coefficients of the study show
that it has a significant influence of 0.126 on performance of parastatals. This
implies that increasing levels ofgmyments by a unit would increase the levels
of performance of parastatals by B61 This shows that-payments have a
positive influence on performance of parastatals.

Lastly, in regard to the fourth objective, the regression coefficients of the study
show that it has a significant influence of 0.104 on performance of parastatals.
This implies that increasing levels oftendering by a unit would increase the
levels of performance of parastatals by 0.104. This shows-tkadering has

a positive influence on performance of parastatals.

Drawing on this research, lack okeurcing.e-informing, epayment and lack

of etendering in parastatals is leading to poor performance. Though the
parastatals are striving hard to improve their performance there are still issues
of poor quality products, long lead time and high cost of projectsiuts. It

was articulated that the current phenomenon of poor performance in the public
sector can be reversed if the government and other stakeholders ensure e
sourcing, d@nforming, epayment and -¢endering are embraced in
procurement function. Thust is evident that all the independent variables
identified in this study were all importantpeocurement practices that
influenced the performance of parastatals.
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Recommendations

The study recommends that procurement staff should ensure that théy strict
follow procurement procedures to ensure that goods supplied are of the right
quality, in the right quantity, at the right time, to the right place from the right
source. This will aim at satisfaction of customers in terms of cost, quality, and
timelines of the delivered product or service, minimizing administrative
operating costs, conducting business with integrity, fairness and openness.
This can be attained by proper strategic planning. More checks and controls
should be introduced to check on théegrity of the tendering systems and
ensure that it is as open as possible.

Areasfor Further Studies

The study is a milestone for further research in the field of performance of
parastatals in Africa and particularly in Kenya. The findings demonstita¢ed
important eprocurement practices to performance in parastatals to include; e
sourcing, e@nforming, epayment and -¢endering. The current study should
therefore be expanded further in future in order to inclugeoeurement
practices that may as wWdiave a positive significance to performance of
parastatals. Existing literature indicates that as a future avenue of research,
there is need to undertake similar research in other institutions and public
sector organizations in Kenya and other countriesder to establish whether

the explored practices herein can be generalized to affect performance in
public institutions.
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Abstract

Purpose: The main aim of this study was to investigate inflieenaf
information seeking behavior on access to preferential government
procurement by special groups (youth and women) in Nairobi county Kenya.
Specifically, the study sought to; to determine the extent to which influence of
sources of information has onaess to preferential government procurement
by Special Groups (Youth and Women) In Nairobi County ,to assess the extent
to which type of information has on preferential Government Procurement by
Special Groups (Youth and Women) In Nairobi County Kenyiwestigate

the purpose of information has on preferential government procurement by
special groups (youth and women) in Nairobi county Kenya.to assess the
influence of frequency of information on preferential government procurement
by special groups (ydln and women) in Nairobi county Kenya.

Methodology: The study was based on the public interest theory, transaction
cost theory and youth empowerment theory. The study adopted a descriptive
research design. The study andawomgent e d
in Kenya. The study used descriptive survey design. The study used primary
data collected using a sewstructured questionnaire. The study used the
statistical package for social sciences (SPSS) computer software for analysis.
The statistics gemated included descriptive statistics and inferential statistics.
Microsoft excel was used to complement SPSS especially in production of
diagrams and tables. A multiple linear regression model was used to test the
significance of the influence of the iquendent variables on the dependent
variable. The analyzed data was presented in frequency tables and charts.

Findings: The study found out that source of information and Preferential
Government Procurement are positively and significant related (r=0.196,

55



p=0.000), type of information and Preferential Government Procurement are
positively and significantly related (r=0.191, p=0.000). It was further
established that purpose of information and Preferential Government
Procurement were positively and signifidlgnrelated (r=0.099, p=0.005).
Similarly, frequency of information and Preferential Government Procurement
were positively and significantly related(r=0.165, p=0.001).

Unique Contribution to Theory, Practice and Policy: The study
recommends that PPOAalid roll out youth and women based training for
all members of staff dealing with any procurement matters. The training should
focus on formal tools and methods of procurement friendly to youth and
women patrticipation.

Keywords: SourcesInformation,Purpose PreferentialGovernment
ProcurementSpecialGroups (Youth anéVomen)Nairobi County
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INTRODUCTION

Government is often the biggest customer within a country, and governments
can potentially use this purchasing power to influeneebtshavior of youth
owned enterprises. It spends a huge percent of its budget on procurement.
Governments across the world tend to spend between 8% and 25% of Gross
National Product on goods, works and services. In UK, public procurement
expenditure is appximately one hundred and fifty (150) billion dollars
(Department of Environment, Food and Rural affairs, 2007).

Participation of Special Interest Groups in Public procurement is an important
function of any government for several reasons (Blome, & Stdtere, 2011).

First, the sheer magnitude of Special Interest Groups in procurement outlays
has a great impact on the economy and needs to be well managed. Indeed, in
all countries in the world, estimates of the financial activities of government
procuremenby the youth are believed to be in the order of 18%% of GNP
(Callender & Mathews, 2000). Many governments now practice gender
mainstreaming when designing national budgets (also referred to as gender
responsive budgeting) to make sure national exinplanning pays adequate
attention to the unique challenges of
Bank (2006).

Women are the backbone of rural economies in Kenya and Africa as a whole.
They play a significant rol éMota& ensu
Filho, 2011). To fight poverty in Kenya, women need to be accepted and
supported through funds like Uwezo and provision of capacity building and
training in functional business areas with the ultimate goal of promoting the
social and economic statwf women, as they constitute a vulnerable social
category that is critical in sustainable development endeavors. Unequal
procurement opportunities between women and men continue to hamper
womenods ability to [1ift t hemenstloves f
improve their lives (Fanuel, 2001).

According to Nkachi (2011) the concept of information is very complex and
difficult than ordinarily meets the eyes, it is evident in the various definition
and attributes of the concept notwithstanding the fedtinformation is as old

as man, and that it affects and is affected by all aspects of human activities.
The foregoing according to Ajewole (2001), had led to the categorization of
information definition into three strands. The first is the scientifictacknical
information (STI). Igwe (2012) describes information seeking behavior as an
individual way and manner of gathering and sourcing for information for
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personal use, knowledge updating and development. According to the
International Encyclopedia ¢fiformation and Library Science (1997) defined
information seeking behavior as the complex patterns of actions and
interactions which people engage in when seeing information of whatever kind
and for whatever purpose.

Public procurement iKenyais governed by the Public Procurement and Asset
Disposal Act 2015, whose full title is "An Act &arliamento give effect to
Article 227 of he Constitution;to provide procedures for efficient public
procurement and for assets disposal by public entities; and for connected
purposes".

The main aim of public procurement i® achieve maximum value for

money while ensuring fair and unbiased competition. In Kenya, public
procurement rules have been amended severally to give preference to the
youth, women and persons with disabilities. This ha&n beachieved

through enactment of various laws like the public procurement and
disposal (Public Procurement and Asset Disposal Act, 2015). Under these
regulations, all public procuring entities are required to reserve 30% of

tha r procur ement spend for SME s. S M
disadvantaged groups procurement proceedings are also exempted in
providing tender securities.

Problem Statement

Government procurement accounts for as much %588 of gross doestic
product (GDP) in developed countries and over 30% of GDP in developing
countries. This translates into trillions of dollars of government spending
annually (International Trade Centre (ITC), 2014). According to Transparency
international (2013), in Bnya special groups (women, youth and people living
with disabilities) constitute of over 85% of the entire population yet they
contribute to less than 10% of public procurement involvement thus this
hampers economic growth and achievement of vision 28B6cial groups
have cited many of their problems to included capacity building, lack of access
to credit, inadequate skills, poor information and inhibitive legal regulatory
framework (Brinkerhoff, 2004). This could aleman that there is a disconnect
between information seeking behaviours of special groups women and youth
and this hampers them to land benefit able government procurement deals.

From the existing studies, there is lacks conclusive studies in the area of
information seeking behaviours fdret special interest groups such as youth
and women as majority of reviewed studies focuses the general procurement.
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This forms the research gap. It is for this research gap that this study sought to
find the influence of information seeking behavior onemscto preferential
government procurement by special groups (youth and women) in Nairobi
county Kenya.

Research Objectives

0 To determine the influence of sources of information on access to
preferential government procurement by Special Groups (Youth and
Women) In Nairobi County

0 To assess the extent to which type of information has on preferential
Government Procurement by Special Groups (Youth and Women) In
Nairobi County Kenya

U To establish the effect of purpose of information on preferential
governmat procurement by special groups (youth and women) in
Nairobi county Kenya.

U To assess the influence of frequency of information on preferential
government procurement by special groups (youth and women) in
Nairobi county Kenya.

LITERATURE REVIEW
Theoretical Framework
Public Interest Theory of Regulation

Regulation in public service is aimed at the public interest which is the best
possible allocation of scarce resources for individual and collective goods. In
developed economies for instance in the wéle allocation of scarce
resources is to a significant extent coordinated by the market mechanism. As
demonstrated by Arrow (1985), allocation of resources through the market
mechanism means is optimal under certain circumstances; this is because these
mechanisms under certain circumstances are frequently not adhered to. In
practice, the allocation of resources is not optimal thus a demand for methods
for improving the allocation arises (Bator, 1958).Government regulation is one
of the methods of achierefficiency in the allocation of resources (Shubik,
1970; Arrow, 1970). According to public interest theory, government
regulation is the instrument for overcoming the disadvantages of imperfect
competition, unbalanced market operation and undesirableetrrasults.

In the first place, regulation can improve the allocation by maintaining,
facilitating, or imitating market operation. According to Pejovich (1979), the
exchange of goods, services and production factors in markets assumes the
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definition, alocation and assertion of individual property rights and freedom
to contract, whose guarantee in any necessary enforcement of contract
compliance can be more efficiently organized collectively than individually.
The costs of market transactions are alseiced by a large extent by property
and contract law.

Public interest theory was relevant to this study since it informs government
procurement regulations which is one of the key variables under this study.
Government regulation is one of the methodsdiieving efficiency in the
allocation of resources.

Conceptual Framework

According to Kasomo (2006), conceptual frameworks are structured from a set
of broad ideas and theories and help a study to properly identify the problem
they are looking at, ideify the independent and dependent variables and
frame their questions and find suitable literature. For the purpose of this
research, a conceptual framework has been developed showing the relationship
between the independent variables and the dependéatiiea he conceptual
framework shows that the independent variables have a direct causal
relationship with the dependent variable

Sources of Information
Tender advertisements
Information’s system i.¢ internet =
Websites
Social media

Type of Information

*  Digitized/Print
*  Technical/Easy
*  Quality of shared information Access to Preferential Government
*  Accessible ad cheap Procurement
__p»| * Empowerment programs
Purpose of Information ®  Provision of capital
e Participation of SIG in public procurement

*»  Ensure procurement skill adoption
Sensitive
*  Knowledge additive

Frequency of Information

*  Number of advertisement per day
¢  Duration of advertisement
&  Hasy access

IndependentVariable DependentVariable

Figure 1: Conceptual Framework
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Empirical Review

According to Matovi& Obura (2011), SMEs need to have access to adequate
information to enhance productivity and to facilitate market access. The
establishment of an active SMEs sector and the effective utilization of quality
business informatiorhas been identified as crucial in attaining ldagm and
sustainable economic @wnth for developed and developing countries, alike
Corps (2005).

In a study Talal (2014) to assess the systemic constraints to market
access focusing on youth and the procurement process revealed that the
technical capacity of the youth wa significant challenge since thet-8

system of education which was designed geared towards imparting
appropriate skills to enhance sethployment was ineffective. The
countryos training i n s but dlsotldacko thes we
essential facilities and technology to prepare students for the challenging
business market

Njiraini & Moyi,(2006) argue that most MSEs rarely participate in government
purchasing in Peru due to lack of information about therket and
therefore forcing the government expedites the dragging reforms in order
to promote information flow on public purchasing contracts to enable fair
competition among suppliers. Ensuring the quality of shared informa
has become a critical issue of effective Supply Chain Management
Cagianoet al.,(2003), supported that internet or internet tool can facilitate
information sharing and more collaboratively with their partners.

Eng (2004) also saithat emarketplace provides a shared interbasel
infrastructure that enabl@sarticipant organizations to communicate with one
another effortlessly. And Presutti (2003) proposed that in tdesign
stage, buyer and seller share informatiom real time to build
specifications that add value to the resulting product. In most developing
countries, market signals on business opportunities, customer trends, methods
of organization, etc., are not communicated, effectively, to thesS{Uadzani

2001; Okelle Obura ... et al., 2008).

The SMEs perform better in informatigith environments (Moyi, 2000 &
Ladzani 2001).To achieve quality within the information rich environment,
some notable challenges need to be handled head on Smallleidm
Enterprise§SMESs)in Uganda face the following difficulties identified by the
Commonwealth Secretariat (2010): insufficient knowledge of the formal
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tendering process; no feedback was made available about previous
unsuccessful tende(®banda, 2011)

METHODOLOGY

This study adopted a descriptive survey design. Khan and Kahn (2005)
postulated that a descriptive survey is the most appropriate design in the
behavioral sciences as it seeks to find out factors associated with occurrences
of certain everg and conditions of behavior. The target population was
composed of the more 10 000, Special Groups (Youth and Women) In Nairobi
County. Nairobi county has 87 wards .Each ward had Special Groups (Youth
and Women) Ranging from matatu industry, farming, fess$, universities
chamasetc. (ministry of devolution 2015). Thus the target population was all
Special Groups (Youth and Women). The sample size for special groups
(youth and women) was 150

The study used primary data gathered by use of a strdcamd semi
structured questionnaire. After getting all the data needed, the data collected
was summarized and analyzed using quantitative statistics. Statistical Software
for Social Scientists (SPSS) was used for processing data. Collective charts
and tabés were used to present the data for easy interpretation. These
presentation methods were used because they were easy to understand and
summarize.

FINDINGS
Descriptive Statistics

This section presents the descriptive results on sources of informagiergfty
information, purpose of information and frequency of information

Sources of Information

The first objective of the study was to determine the influence of sources of
information has on access to preferential government procurement by Special
Groups (Youth and Women) In Nairobi County. The respondents were
requested to indicate on the extent at which sources of information influences
preferential government procurement by Special Groups. Majority of the
respondents, 45%, indicated that the sourceindbrmation influences
preferential government procurement by Special Groups to a moderate extent.
27% indicated to a large extent, 16% indicated to a small extent while only
12% indicated that the source of information influences preferential
governmenprocurement by Special Groups to a small extent.
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Large Extent
27%

Figure 2: Extent at Which Sources of Information Influences Preferential
Government Procurement

The respondents were further asked to show the level of agreement or
disagreement on the statements undercgsuof information. The responses
were rated on a five likert scale as presented in Table 1.

Majority of 79.6%(51%+28.6%) of the respondents agreed with the statement
that tender advertisements are crucial component of transparency in
publc procurement and tendering process, 71.4% agreed with the
statement that tender advertisements are carried through print, and digital
media., 66.7% of the respondents agreed that Enterprises have to optimize
various information systems or techogies like the internet as procurement

is being digitized, 79.6% of the respondents agreed that the procurement tools
are meant to standardize and automate organizational operation processes
while 47% of the respondents agreed that THerozurenent has emerged

as an indispensable tool in automating procurement

On a five point scale, the average mean of the responses was 3.61 which mean
that majority of the respondents were agreeing with most of the statements;
however the answers wevaried as shown by a standard deviation of 1.16.
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Table 1: Descriptive Statistics of Sources of Information

Strongly Strongly Std.
Statement Disagree  Disagree Neutral Agree Agree Mean Dev
Tender advertisements are
crucial component of
transparency in public
procurement and tendering
process 4.1% 6.8% 9.5% 51.0% 28.6% 3.93 1.01
Tender advertisements are
carried through print, and
digital media. 4.1% 10.9% 13.6% 36.7% 34.7% 3.87 1.13
Enterprises have to optimize
various information systems or
technologies like the internet
as procurement is being
digitized. 11.6% 4.1% 17.7% 38.1% 28.6% 3.68 1.26
These procurement tools are
meant to standardize and
automate organizational
operation processes. 6.8% 8.2% 5.4% 57.8% 21.8% 3.80 1.09
The e-Procurement has
emerged as an indispensable
tool in automating
procurement 3.4% 25.2% 24.5% 36.1% 10.9% 3.26 1.06
Most public procurement
systems address in one way
or another issue of how to
provide information support
for the domestic supplier base 23.1% 11.6% 129%  35.4% 17.0% 312 1.44
Average 3.61 1.16

Type of Information

The second objective of the study was to determine the influence of type of
information has on access to preferergiayernment procuremeby Special
Groups (Youth and \Wmen) In Nairobi County. The respondents were
requested to indicate on the extent at which type of information influences
preferential government procurement by Special Groups. Majority of the
responderst, 45%, indicated that the source of information influences
preferential government procurement by Special Groups to a large extent. 32%
indicated to a moderate extent, 13% indicated to a small extent while only 10%
indicated that the type of informationoes not influence preferential
government procurement by Special Groups
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Figure 3: Extemat Which Type of Informatiomfluences Preferential
Government Procurement

The respondents were further asked to show the level of agreement or
disagreement otie statements under type of information. The responses were
rated on a five likert scale as presented in Table 2.

Majority of 70%(12.2%+ 57.8%) of the respondents agreed with the statement
that limited access to information is one of the majoblpros that (youth

and women encounter, 70.8% agreed with the statement that Procurement
information usually occurs in digitized form or print, 79.6% of the respondents
agreed that The technicality or ease of perceiving the procurement information
affect preferential procurement, 82.3% of the respondents agreed that quality
of the shared information will influence access and success of preferential
procurement while 36.7% of the respondents were neutral that information is
critical to an effdive and efficient procurement process On a five point
scale, the average mean of the responses was 3.75 which mean that majority
of the respondents were agreeing with most of the statements; however the
answers were varied as shown by a standariiiev of 1.17.
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Table 2: Descriptive Statistics of type of information

Statement SD D Neutral A SA Mean Std.
Dev

Limited access to information 17.70%  4.10% 8.20% 12.20% 57.80% 3.88 1.55%

is one of the major problems

that youth and women

encounter

Procurement information 4.10% 15.60% 9.50% 39.50% 31.30% 3.78 1.168

usually occurs in digitized

form or print

The technicality or ease of 4.10% 4.10% 12.20% 41.50% 38.10% 4.05 1.009

perceiving the procurement

information affects

preferential procurement

Quality of the shared 4.10%  5.40% 8.20% 41.50% 40.80% 4.1 1.036

information will influence

access and success of

preferential procurement

Information is critical to an 6.10% 31.30% 36.70% 14.30% 11.60% 2.94 1.08

effective and efficient

procurement process

Average 3.75 1.17

Purpose of Information

The third objective of the study was to determine the influence of purpose of
information has on access to preferential government procurement by Special
Groups (Youth and Women) In Nairobi County. Thespondents were
requested to indicate on the extent at which purpose of information influences
preferential government procurement by Special Groups. Majority of the
respondents, 34%, indicated that the source of information influences
preferential goverment procurement by Special Groups to a small extent. 28%
indicated to a large extent, 27% indicated to a moderate extent while only 11%
indicated that the purpose of information does not influence preferential
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28%
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Figure 4: Extentat Which Purpose of Infmation Influences Preferential
Government Procurement

The respondents were further asked to show the level of agreement or
disagreement on the statements under purpose of information. The responses
were rated on a five likert scale as presented in Table

Majority of 70.7%(29.9%+ 40.8%) of the respondents agreed with the
statement that timely credible information will lead to success in access to
tender, 70.1% agreed with the statement that the special groups must be aware
of the limitations of not g&ing the right information., 72.1% of the
respondents agreed that most special groups do not access contracts because
the information was not purposeful, 46,9% of the respondents were neutral that
ensuring easy access to all relevant information on bssiopportunities in

public procurement is of key importance for special groups while 57.1% of the
respondents agreed that the management of the special groups is actively
involved in getting purposeful information concerning all procurement
activities.

On a five point scale, the average mean of the responses was 3.6 which mean
that majority of the respondents were agreeing with most of the statements;
however the answers were varied as shown by a standard deviation of 1.2.
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Table 3: Purpose of Information

Statement SD D Neutral A SA Mean Std.
Dev

Timely credible information 6.8% 18.4% 4.1% 29.9%  40.8% 3.8 1.3

will lead to success in access

to tender

The special groups mustbe  10.9% 10.9% 8.2% 20.4%  49.7% 3.9 1.4

aware of the limitations of

not getting the right

information

Most special groups do not 7.5% 4.1% 16.3% 34.0%  38.1% 3.9 1.2

access contracts because th

information was not

purposeful

Ensuring easy access to all 6.8% 8.2% 46.9% 37.4% 0.7% 3.2 0.9

relevant information on

business opportunities in

public procurement is of ke

importance for special group:

The management of the 4.8% 18.4% 19.7% 38.1%  19.0% 35 11

special groups is actively

involved in getting

purposeful information

concerning all procurement

activities

Average 3.6 1.2

Frequency of Information

The forth objective of the study was to determine the influence of frequency
of information on access to preferential government procurement by Special
Groups (Youth and Women) In Nairobi County. The respondents were
requesteda indicate on the extent at which the frequency of information
influences preferential government procurement by Special Groups. Majority
of the respondents, 46.3%, indicated that the frequency of information
influences preferential government procurembémt Special Groups to a
moderate extent. 34% indicated to a large extent, 10.9% indicated to a small
extent while only 8.8% indicated that the frequency of information does not
influence preferential government procurement by Special Groups
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Figure 5: Extentat Which Frequency of Information Influences Preferential
Government Procurement

The respondents were further asked to show the level of agreement or
disagreement on the statements under frequency of information. The responses
were rated on a fivelert scale as presented in Table 4.

Majority of 81%(34.7%+ 46.3%) of the respondents agreed with the statement
that as the internet becomes increasingly influential in the country procurement
environment special groups must embrace it, 70.1% agreetheidtatement

that the Relevant information on business opportunities in public procurement
is of key importance for special groups and this is shown by increased media
frequency, 67.3% of the respondents agreed that special groups should make a
point of checking the internet government database as information frequency
on contracts differ, 68.8% of the respondents agreed that there are other
alternatives as opposed to only media on information frequency while 54.4%
of the respondents agreed that sometimesxurement information is not
consistent

On a five point scale, the average mean of the responses was 3.8 which mean
that majority of the respondents were agreeing with most of the statements;
however the answers were varied as shown by a standaaticlewf 1.1.
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Table 4: Frequency of Information

Statement SD D Neutral A SA Mean Std.
Dev
As the internet becomes 4.1% 4.1% 10.9% 34.7%  46.3% 4.2 1.0

increasingly influential in the

country procurement

The relevant information on 4.1% 9.5% 16.3% 42.9%  27.2% 3.8 1.1
business opportities in

public procurement is of key

importance for special group:

and this is shown by

increased media frequency

Special groups should make  4.1% 10.9% 17.7% 27.2%  40.1% 3.9 1.2
point of checking the internet

government database as

information frequeay on

contracts differ

There are other alternatives 8.2% 10.9% 12.2% 32.7%  36.1% 3.8 1.3
as opposed to only media on

information frequency

Sometimes procurement 7.5% 13.6% 24.5% 33.3% 21.1% 35 1.2
information is not consistent
Average 3.8 1.1

Preferential Government Procurement

Lastly, the respondents were requested to rate the level of Preferential
Government Procurement by Special Groups (Youth and Women). Majority
of the respondents, 40.8%, rated it aggy, 23.1% rated it good, 16.3% rated

it very good,and 11.86 rated it excellent while 8.2% rated it poor.

Percent
45
40
3s
30
25
20
15
10
. .
O
Poor Average Good Very Good Excellent

Figure 6: Rate of evel of Preferential Government Procurement by Special
Groups

70



The respondents were further asked to show the level of agn¢eon
disagreement on the statements under Preferential Government Procurement.
The responses were rated on a five likert scale as presented in Table 5.

Majority of 60.6%(28.6%+ 32%) of the respondents agreed with the statement
that empowerment progranorganized at the national and international level
are increasingly targeting youth and women, 56.5% agreed with the statement
that Special Groups (Youth and Women are more likely to be overlooked by
government programs, less likely to receive skillsintng and therefore at
greater risk of being unemployed and having no source of livelihood, 51% of
the respondents agreed that despite the various efforts put by the Kenyan
Government to encourage youth participation in public procurement, ver
few youthowned enterprises have been able to access public procurement
opportunities, 65.3% of the respondents agreed that research shows that,
regardless of inequalities that persist in the way paid and unpaid work is
divided between women dmen, women remain the sole caregivers despite

Il imited access to procurement activi
procurements have sought to reduce the-sw@easing unemployment levels

by offering to assist young people and the disadvantagbdstartup capital

while 39.5% of the respondents agreed that participation of Special Interest
Groups in Public procurement is an important function of any government for
several reasons notably poverty alleviation.

On a five point scale, the averagean of the responses was 3.3 which mean
that majority of the respondents were agreeing with most of the statements;
however the answers were varied as shown by a standard deviation of 1.2.
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Table 5: Preferential Government Procurement

Statement SD D Neutral A SA Mean  Std.
Dev

Empowerment programs organizec 10.9% 17.0% 11.6% 28.6% 32.0% 3.5 14

at the national and international

level are increasingly targeting

youth and women

Special groups (youth and women) 6.1% 22.4% 15.0% 27.2% 29.3% 35 1.3

are more likely to receive skills,

training and therefore at greater ris

of being unemployed and having n

source of livelihood

Despite the various efforts putby  9.5% 22.4% 17.0% 27.9% 23.1% 3.3 1.3

the Kenyan government to

encourage youth participation in

public procurement, very few ytu

owned enterprises have been able

access public procurement

opportunities

Research shows that regardless of 4.1% 14.3% 16.3% 53.7% 11.6% 35 1.0

inequalities that persist in the way

paid and unpaid work is divided

between women and men, women

remainthe sole caregivers despite

limited access to procurement

activities

Government ds prc 204% 224% 40.8% 8.8% 7.5% 2.6 11

sought to reduce the ever increasit

unemployment levels by offering

to assist young people and the

disadvantaged whtstartup capital

Participation of special interest 6.8% 224% 31.3% 21.1% 18.4% 3.2 1.2

groups in public procurement is an

important function of any

government for several reasons

notably poverty alleviation

Average 3.3 1.2

Inferential Statistics

Inferential analysis was conducted to generate correlation results, model of
fitness, and analysis of the variance and regression coefficients.

Correlation Analysis

Table 6 below presents the results of the coimlaanalysis. The results
revealed that source of information and Preferential Government Procurement
are positively and significant associated (r=0.374, p=0.000). The table further
indicated that type of information and Preferential Government Procurement
are positively and significantly related (r=0.333, p=0.000). It was further
established that purpose of information and Preferential Government
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Procurement were positively and significantly related (r=0.299, p=0.000).
Similarly, results showed that fregicy of information and Preferential
Government Procurement were positively and significantly associated
(r=0.302, p=0.000).

This finding is consistent with that of Matovu and Obura (2011), who argued
that organizations need to have access to adequatenation to enhance
productivity and to facilitate market access. The establishment of an active
SMEs sector and the effective utilization of quality business informattias

been identified as crucial in attaining letegym and sustainable economic
growth for developed and developing countries, alike Corps (200%5) also
consistent with that o6trong, Lee and Wang (1997) who argued that poor
information quality can create chaos. Unless its root cause is diagnosed, efforts
to address it can be wordds. According to Ladzani (2001), the priority
ranking of the SMEs needs, clearly puts information provision at the top of the
list of services to be provided. The SMEs development is hampered by an
Ai nf orpmactricdonenvi ronment (Matovu & Obu

Table 6: Correlation Matrix

Preferential Sourceof Type of Purposeof Frequency
government information information information of
procurement information
Preferential  Pearson
government  Correlation 1.000
procurement  Sig. (2
tailed)
Sourceof Pearson
information  Correlation .374* 1.000
Sig. (2 0.000
tailed)
Typeof Pearson
information  Correlation 333 0.110 1.000
Sig. (2 0.000 0.183
tailed)
Purposeof Pearson
information  Correlation .299** .292** 0.066 1.000
Sig. (2 0.000 0.000 0.427
tailed)
Frequency Pearson
of Correlation .302** 0.054 0.059 217+ 1.000
information  Sig. (2 0.000 0.514 0.479 0.008
tailed)

**Correlation is significant at the 0.01 level-(@iled)

Regression Analysis

The results presented inable 7 pesent the fithess of model used of the
regression model in explaining the study phenomena. Sources of information,

73



type of information, purpose afformation and frequency of information were
found to be satisfactory variables in explaining Preferer@al/ernment
Procurement. This is supported by coefficient of determination also known as
the R square of 31.6%. This means that Preferential Government Procurement
explain 31.6% of the variations in the dependent variable which is Preferential
Government Rycurement. This results further means that the model applied to
link the relationship of the variables was satisfactory.

Table 7: Model Fitness

Model R R Square Adjusted R Std. Error of the
Square Estimate
1 562 .316 .296 4238541

a.Predidors: (Constant), Mean frequenayformation, Mean source
information, Mean type information, Mean purpas@®rmation

In statisticssignificance testinthe pvalue indicates the level of edlon of the
independent variable to the dependent variable. If the significance number
found is less than the critical value also known as the probability value (p)
which is statistically set at 0.05, then the conclusion would be that the model
is significant in explaining the relationship; else the model would be regarded
as nonsignificant.

Table 8 provides the results on the analysis of the variance (ANOVA). The
results indicate that the overall model was statistically significant. Further, the
resultsmply that the independent variables are good predictors of Preferential
Government Procurement. This was supported by an F statistic of 16.381 and
the reported p value (0.000) which was less than the conventional probability
of 0.05 significance level.

Table 8: Analysis of Variance

Sum of Squares df Mean F Sig.
Square
Regression 11.771 4 2.943 16.381 .000
Residual 25.511 142 0.18
Total 37.282 146

Regres®n of coefficients results indble 9 that source of information and

PreferentialGovernment Procurement are positively and significant related
(r=0.196, p=0.000). The table further indicated that type of information and
Preferential Government Procurement are positively and significantly related
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(r=0.191, p=0.000). It was further esliahed that purpose of information and
Preferential Government Procurement were positively and significantly related
(r=0.099, p=0.005). Similarly, results showed that frequency of information
and Preferential Government Procurement were positively amifisantly
related(r=0.165, p=0.001).

Table 9: Regression of Coefficients

Variable Unstandardized Standardized t Sig.
Coefficient Coefficient
B Std. Beta
Error

(Constant) 0.983 0.289 3.404 0.001
Sourceof information 0.196 0.050 0.288 3.954 0.000
Typeof information 0.191 0.048 0.278 3.969 0.000
Purposeof information ~ 0.099 0.051 0.145 1.961 0.005
Frequency of 0.165 0.049 0.238 3.350 0.001
information

The optimal model is;
Y =0.983+ 0.196X%+ 0.191>%+ 0.099X%+ 0.165X%
Where:

Y = Preferatial Government Procurement by Special Groups (Youth and
Women)

X1 =Sources of Information

X2 = Type of Information

X3 = Purpose of Information

X4 = Frequency of Information
CONCLUSION AND RECOMMENDATIONS
Conclusion

Based on the findings above, wteidy concluded that Sources of information,
type of information, purpose of information and frequency of information have
a positive and significant effect on access to preferential government
procurement by Special Groups (Youth and Women) In Nairobh€o

The study also concluded that most of the youth and women group rarely
participate in government purchasing due to lack of information about the
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market. The Youth have the potential to accelerate productivity growth, but
left idle, can represent &K to social stability and in the longer term a risk to
devel opment of the nationds economy.

Lastly, the study concluded that improved information techniques mostly
through the internet for buying goods and services using modern quality
standards and bimgess practices in the government can help improve the
efficiency of speci al groupds suppli
contracts with big players. Such improvements in information access can
enhance trade prospects by making these suppliers, wamdeyoath more
acceptable vendors to global business partners

Recommendations
Sources of Information

The study recommends that PPOA should roll out youth and women based
training for all members of staff dealing with any procurement matters. The
training should focus on formal tools and methods of procurement friendly to
youth and women participation.

Type of Information

The government should ensure the quality of shared information on public
procedures since has become a critical issue ffettige Supply Chain
supported Internet or internet tool can facilitate information sharing and
more collaboratively with their partners-riarketplace provides a shared
internet baed infrastructure that enableparticipant organizations to
communicate with one another effortlessly.

Purpose of Information

The business skills training manual and syllabus should be provided to the
trainees before registration for the training to ensure that the target groups
register for a training they ndeThe implementation of access to government
procurement opportunities programme should be enhanced in the digital
platforms like social media to ensure that more youth owned enterprises are
brought on board. The regulations put in place concerning thplamts
system structure for special groups such as the youth, women and PWDs
should be revised to enhance adequacy.
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Frequency of Information

It is recommended that there is need to offer the youth and women technical
skills and capacity to participate bidding frequently. This can remote the
barriers that a significantly hinder them since number of youths are barred from
bidding owing to the lack of pertinent technical experience for works and
services contracts to access the youth access to goverpmoEurement
opportunities.

Areas for Further Studies

The study sought to find the influence of information seeking behavior on
access to preferential government procurement by special groups (youth and
women). This called for the analysis of in Nair@wunty only, thus area for
further studies could consider the same study to be carried out but in different
counties like Mombasa County or Kisumu County for purpose of making a
comparison of the findings with those of the current study.
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Abstract

Purpose: The main objective of the study was to examine the influence of
performance contracting on procurement performance among county
governments in Kenya.

Methodology: The study employed a descriptive research design, targeting
procurement staff at county government headquarters. The researcher
preferred this method because it allowedradepthstudy of the subject. The
study population was the 13 county goveemts with annual budgetary
allocation of Ksh8 Billion and above in Kenya; the respondents were the
procurement officers of these counties. 181 procurement officers were selected
using simple random sampling and were issued with questionnaires. Data was
collected using selddministered questionnaires. The data collected was
analysed by use of descriptive and inferential statistics. Multiple regression
model was used to show the relationship between the dependent variable and
the independent variables. Thata generated was keyed in and analysed by
use of Statistical Package of Social Sciences (SPSS) version 21 to generate
information which was presented using charts, frequencies and percentages.

Findings: First, in regard to key performance indicators, tegression
coefficients of the study show that it has a significant influence of 0.537 on
performance of county governments. Second in regard to monitoring and
evaluation, the regression coefficients of the study show that it has a significant
influence ¢ 0.097 on performance of county governments. With regard to the
third objective, the regression coefficients of the study show that it has a
significant influence of 0.067 on performance of county governments. Lastly,
in regard to the fourth objective ehiegression coefficients of the study show
that it has a significant influence of 0.080 on performance of county
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governments. Based on the study findings, the study concludes that
performance of county governments can be improved by key performance
indicaors, monitoring and evaluation, balanced scorecard and governance
structures.

Unique Contribution to Theory, Practice and Policy: Existing literature
indicates that as a future avenue of research, there is need to undertake similar
research in other intions and public sector organizations in Kenya and
other countries in order to establish whether the explored practices herein can
be generalized to affect performance in public entities.

Keywords: Key Perfomance Indicators, Monitoringsvaluation, Bdanced
ScorecardGovernance StructureProcurement Performance
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INTRODUCTION

Performance contracting in the public sector has consistently been poor
hindering the realization of sustainable economic growth and development
since the ountry attained her independence. Among the noted factors that
contribute to poorly met performance contracting targets included; inadequate
supplier relationship strategies, excessive regulations and controls, frequent
political interference, poor managent, outright mismanagement of resources
and lack of a guiding vision (Dean & Kiu, 2012). Lack of clear focus as to
what is expected from contractors and poor or no methods of measuring
performance has been the greatest challenge (Mohan, 2011). The iGenern
elected in 2003 decided to manage public sector through performance
contracting system to address the situation.

Global Perspective of the Study

In the United States, overall organizations lose nearly 7 percent of their annual
revenues to poor promement performance each year (OECD, 2008). The
National Public Procurement Integrity Baseline Survey also estimated-an 18
20 billion dollars budgeted loss due to procurement related losses at local
government level. According to Sylvia (2008), poor promest performance
poses serious threats to the ability of the organization to achieve its operational
objectives. They can hamper the implementation of programs and projects.
Procurement related losses tend to be a serious problem in developing
countries réher than in developed countries. Public procurement
mismanagement could threaten legitimacy and as such, the policies and
procedures should be created to curb any possible corruption activities and
enhance transparency, accountability and integrity (Aumer & Botticini,
2012).

Regional Perspective of the Study

Toffel (2008) contends that an efficient public procurement system is vital to
the advancement of African countries and is a concrete expression of their
national commitments to making the bessgible use of public resources. In
Africa, procurement performance has been a great concern to the public due to
poor performance resulting from naxlherence to power processes and
procedures (Armstrong & Baron, 2014). The procurement function has not
been given the recognition it deserves in developing countries, in most public
entities, regardless of the effort by the partners like the World Bank, the
International Trade Organization, the United Nations conference on trade and
development on trade andwklopment and others. This could be deliberate or
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sheer ignorance on the value the procurement function could contribute to any
organization (Tukamuhabwa, 2012). While functions like Human Resource
and Finance can have their performance measured, ttostise case with the
procurement function. The failure to establish performance of the procurement
function has led to irregular and biased decisions that have costly
consequences to every entity.

Local Perspective of the Study

The Kenyan government does acknowledge that over the years there has been
poor performance in the public procurement sector, especially in the
management of public resources which has hindered the realization of
sustanable economic growth (Akaranga, 2008). To improve performance, the
government has continued to undertake a number of reform measures.
However, these measures have not provided a framework for guiding behavior
towards attainment of results or ensured antahility in the use of public
resources and efficiency in service delivery.

Performance Contracting

The main purpose of the performance contracting according to Kazakhstann
and Jakob (2010) is to ensure delivery of quality service to the public in a
transparent manner for the survival of the organization. Hypko (2010) points
out that performance contracts specify the mutual performance obligations,
intentions and the responsibilities which a government requires management
of public agencies to meet over stated period of time. As part of the
performance orientation in government, the common purposes of performance
contracting are to clarify the objectives of service organizations and their
relationship with government and facilitate performance evaldtased on
results (Belz & Wuensche, 2009).

County Governments in Kenya

The counties of Kenya are geographical units envisioned by the 2010
Constitution of Kenya as the units of devolved government. The powers are
provided in Articles 191 and 192, andie fourth schedule of the Constitution

of Kenya and the County Governments Act of 2012. The counties are also
single member constituencies for the election of members of parliament to the
Senate of Kenya and special women members of parliament to tiom&at
Assembly of Kenya. As of 2013 general elections, there are 47 counties whose
size and boundaries are based on the 47 legally recognized Districts of Kenya.
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Statement of the Problem

Public procurement systems are central to the effectiveness dbpleent
expenditure. Budgets get translated into services largely through the
government sd purchases of goods, ser
18.42% of the worl ddés Gross Domestic
procurement (World Bank, 2013 It is further estimated that public
procurement accounts for 9%3% of the GDP of the economies of developing
countries. This statistics indicate that public procurement is very vital to
government service delivery, yet constraints affect its perforenanc

In Kenya, county governments were expected to play a major role in the
development of the country through provision of public services and should
have become a strong entity in Kenya (Rotich, 2011). County governments in
Kenya have been experiencingngriad of problems including shoddy works,
poor quality goods and services, inefficiency, corruption and lack of
professionalism leading to waste of huge amounts of public resources
(Wanyama, 2013). An audit report by Auditor General for FY 2014/2015 in
Machakes County revealed losses of Kéh Million through irregular
procurement of second hand vehicles. Bungoma County also experienced 40%
losses in FY 2012/2013 due to misappropriation of public funds according to
PPOA (2009).

According to an OECD repo(2014) a key area for corruption busting reform

is the county governments which are a drain on public resources and are locus
of corruption, especially when coupled with lax oversight, mismanagement
and fiduciary control procedures. The situation is onlesd, fraud, theft and
gross mismanagement which are hampering improved and sustained
performance and service delivery. However, county governments should be
aware of the requirements of the County Governments Act (Article 47 and
Article 113) that require county governments to design performance
management plans for evaluating the performance of county public service and
implementation of county plans (Nuguti, 2009).

A study by Weele (2010) found that organizations which adopted performance
contracting lve reduced costs through transactional and process efficiencies
and thereby promoting their procurement performance. Ngugi and Mugo
(2012) established that that the performance of public procurement function in
Kenya is affected by the issues facing cguavernments currently. However,
their study did not bring out clearly the issue of how performance contracting
affects procurement performance. It is hence against this background that this
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study will be undertaken with a main purpose of establishininftheence of
performance contracting on procurement performance among county
governments in Kenya.

Objectives of the Study

U To assess the influence of key performance indicators on procurement
performance amancounty governments in Kenya.

U To establistthe influence of monitoring and evaluation on
procurement performance among county governments in Kenya.

0 To determine the influence of balanced scorecard on procurement
performance among county governments in Kenya.

U To evaluate the influence of governanstructures on procurement
performance among county governments in Kenya

LITERATURE REVIEW
Key Performance Indicators

Key performance indicators are financial and -fioancial indicators that
organizations use in order to estimate and fortify howcessful they are,
aiming previously established long lasting goals. Appropriate selection of
indicators that will be used for measuring is of a greatest importance (Kiboi,
2014). Process organization of business is necessary to be constituted in order
to realize such effective and efficient system or performance measuring via
KPI. Process organization also implies customer orientation and necessary
flexibility in nowadays condition of global competition.

Monitoring and Evaluation

The attributes of monitarg and evaluation which will be taken into
consideration in this study are: percentage of items returned, average number
of on time deliveries and inventory levels versus forecasted need. Although
monitoring and evaluation are viewed as related, theydstanct functions
(Ackerberg & Botticini, 2012). Monitoring is viewed as a process that provides
information and ensures the use of such information by management to assess
project effects both intentional and unintentional and their impact. It aims at
determining whether or not the intended objectives have been met. Evaluation
draws on the data and information generated by the monitoring system as a
way of analyzing the trends in effects and impact of the project (Balogun,
2008). In some cases, it sholld noted that monitoring data might reveal
significant departure from the project expectations, which may warrant the
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undertaking of an evaluation to examine the assumptions and premises on
which the project design is based.

Balanced Score Card

The balaced scorecard was developed to address weaknesses associated with
traditional performance measurement systems including providing a holistic
approach as it addresses both the financial andinancial aspects unlike the
traditional performance measurembdools. It is designed to help firms that
have overemphasized on short term financial performance (Hatry, 2009). It
tracks financial results as well as monitoring the process of building
capabilities and acquiring assets for future growth. Prior trawitio
measurement systems cannot capture the measurements that are needed in the
modern companies today. High quality services, intellectual capital, skilled
employees and responsiveness are intangible assets that are important but
cannot be captured in thalance sheet hence customers, shareholders and the
management cannot know the real worth of a company (Hypko, 2010).

Governance Structures

The concept of governance is so multifaceted for three reasons: it rose to
prominence against a backdrop of myri@dntemporary political and
ideological changes and pressure; it has been substantively deployed and
defined in a number of contradictory ways, and in support of varied agendas;
and the study of its Atransformati on
mettods that do not necessarily generate coherent findings (Sylvia, 2008).
Viewing governance in these three cresstional views allows discussing the
governance in the public procurement sector, and the importance of such
governance framework to support theuccessful implementation of
government procurement.

Procurement Performance

Performance standards when adopted can provide the degciak®rs in the
procurement department with unbiased and objective information regarding
the performance of the pro@ment function. The evaluation or measurement
of procurement performance has always been a vexing problem for
procurement professionals (Akaranga, 2008). He asserts that traditionally,
firms concentrate on analyzing their own internal trends which does not
portray the true picture on how they compare well with competitors. Such an
approach ignores what the competitors are doing.
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Theoretical Review
The Agency Theory

Agency theory suggests that the firm can be viewed as a nexus of contracts
(loosely define) between resource holders. An agency relationship arises
whenever one or more individuals, called principals, hire one or more other
individuals, called agents, to perform some service and then delegate decision
making authority to the agents (Hypko,&hkin & Gleich, 2010). The primary
agency relationships in business are those between stockholders and managers
and between debt holders and stockholders, Governments and ministries,
departments and agencies (Lin & Lee, 2011).

Accordingly, agency theoryas emerged as a dominant model in the financial
economics literature, and is widely discussed in business ethics texts, (Cachon,
2013). Agency theory in a formal sense originated in the early 1970s, but the
concepts behind it have a long and varied hystdmong the influences are
propertyrights theories, organization economics, contract law, and political
philosophy, including the works of Locke and Hobbes.

Conceptual Framework

Key Performance Indicators
e Supplier Quality Rating -
*  Lead Time Index

*  Cost Advocate Metrics

Monitoring and Evaluation

*  Percentage of Items Returned

*  Average Number of On Time Deliveries
¢ Inventory Levels vs Forecasted Needs

Procurement Performance

*  Quality Improvement

*  Cost Reduction

*  Delivery Time Reduction

Balanced Score Card
*  Procurement ROI >

*  Managed Spend as a % of Total Spend
*  Procurement Cycle Time

Government Structures
s  Procurement Framework |
*  Risk Management

*  Procurement Planning

IndependentVariable DependentVariable
Figure 1. Conceptual Framework
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METHODOLOGY

The study employed a desdiife research design, targeting procurement staff

at county government headquarters. The researcher preferred this method
because it allowed an-iepth study of the subject. The study population was
the 13 county governments with annual budgetary allocaif Ksh8 Billion

and above in Kenya; the respondents were the procurement officers of these
counties. 181 procurement officers were selected using simple random
sampling and were issued with questionnaires. Data was collected using self
administered quéisnnaires. The data collected was analysed by use of
descriptive and inferential statistics. Multiple regression model was used to
show the relationship between the dependent variable and the independent
variables. The data generated was keyed in angsethby use of Statistical
Package of Social Sciences (SPSS) version 21 to generate information which
was presented using charts, frequencies and percentages.

FINDINGS
Response Rate

A sample of respondents were interviewed using questionnaires tvetall

the researcher to drop the questionnaire to the respondents and then collect
them at a later date when they had filled the questionnaires. A total of 181
guestionnairesvere distributed to employees. Out of the population covered,
150 were responsivepresentin@ response rate of 76 %. This was above the
50% which is considered adequate in descriptive statistics according to
(Mugenda & Mugenda, 2008).

Table 1: Response Rate of Respondents

Response Frequency Percentage
Actual Response 150 83
Non-Response 31 17
Total 181 100%

Descriptive Statistics
Key Performance Indicators

The first objective of the study was to assess the influence of key performance
indicators on procurement performance among county governments in Kenya.
The respondas were asked to indicate to what extent did key performance

indicators influence had on procurement performance among county
governments in Kenya. Results indicated that majority of the respondents 25
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% agreed that it was to a very great extent, 27 % theit it was to a great
extent, 35 % said it wanoderate, while little extent and not at all were at 5%
and 8% respectively.

key perfomance indicators
ery Great Extent not Tlfadle extent

Moderate Extent
35%
Great Extent
27%

Figure 2: Key Performance Indicators

The respondents were also asked to comment on statements regarding key
performance indiators on procurement performance among county
governments in Kenya. The responses were rated on a likert scale and the
results presented in Tabiebelow. It was rated on a 5 point Likert scale
ranging from; 1 = strongly disagree to 5strongly agree. Thacores of

Gtrongly disagreed and 6di sagreebd hay
agreed upon. The score of dédneutral b
agreed wupon. The score of 6agreed an

represent a stament highly agreed upon.

The respondents were asked to indicate the descriptive for key performance
indicators. The result ifable 2 revealed that majority of the respondent (62%)
agreed with the statement that supplier quality rating plays a greainrol
qualty improvement. The result inable 2 revealed that majority of the
respondent (72.7%) agreed with the statement that Lead time index plays a
great role in quality improvement. The resultTinble 3 also revealed that
majority of the respondent4.7%) agreed with the statement that Costs
avoidance metrics play a great role in quality improvement. Further, the results
in Table 2 revealed that majority of the respondent (100%) agreed with the
statement that Supplier quality rating plays a greatirotost reduction. Table

2 results also revealed that majority of the respondent (62.3%) agreed with the
statement that Lead time index plays a great role in lead time reduction. The
result inTable 2 revealed that majority of the respondent (99.3%pdgrith

the statement that Costs avoidance metrics play a grean rmdst reduction.
Results in Bble 2 further indicated that majority of the respondent (97.3%)
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agreed with the statement that Supplier quality rating plays a great role in lead
time redwtion. Table 2 revealed that majority of the respondent (62.6%)
agreed with the statement that Lead time index plays a great role in lead time
redwction. Finally, the results in able 2 revealed that majority of the
respondent (97.3%) agreed with the stegat that Costs avoidance metrics
plays a great role in lead time reduction. The average for the statements on key
performance indicators was 4.25.

Table 2: Key Performance Indicators

Statements SD D Neutral A SA Mean  Std.
Dev

Supplier quality rating 1.30% 1.30% 35.30% 29.30% 32.70% 3.91 0.92

plays a great role in

quality improvement

Lead time index plays 0.70% 2.00% 24.70% 36.00% 36.70% 4.06 0.87

a great role in quality

improvement

Costs avoidance 130% 1.30% 32.70% 28.00% 36.70% 3.97 0.93

metrics paly a great

role in quality

improvement

Supplier quality rating 0.00% 0.00% 0.00% 53.30% 46.70% 4.47 0.50

plays a great role in

cost reduction

Lead time index plays 1.30% 0.00% 0.00% 48.70% 50.00% 4.46 0.64

a great role in cost

reduction

Costs avoidare 0.00% 0.70% 0.00% 51.30% 48.00% 4.47 0.54

metrics play a great

role in cost reduction

Supplier quality rating 2.00% 0.70% 0.00% 43.30% 54.00% 4.47 0.73

plays a great role in

lead time reduction

Lead time index plays 0.00% 0.00% 37.30% 29.30% 33.30% 3.96 0.84

a great arole in lead

time redudbn

Costs avoidance 1.30% 1.30% 0.00% 45.30% 52.00% 4.45 0.70

metrics plays a great ir

lead time reduction

Average 425 0.74

Influence of Monitoring and Evaluation

The seconabjective of the study wase establish the influence of monitoring
and evaluation on procurement performance among county governments in
Kenya. The respondents were asked to indicate to what extent monitoring and
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evaluation influenced procurement performance among county govesimen
in Kenya. Results indicated that majority of the respondents 31 % agreed that
it was to a very great extent, 36 % said that it was to a great extent, 23 % said
it was moderate, while little extent and not all tied at 5 %.

monitoring and evaluation

Moderate
Extent

23%

Figure 3: Influence of Monitring and Evaluation

The respondents were also asked to comment on statements regarding
Monitoring and Evaluation influence on procurement performance among
county governments in Kenya. The respondents were asked to indicate
descriptive responses for Momiing and Evaluation. The result iFable 3
revealed that majority of the respondents (56.6%) indicated that they agreed
with the statement that monitoring the percentage of items returned plays a
great role in quality improvement. The result further eded that majority of

the respondents (73.3%) indicated that they agreed with the statement that
improving the average number of on time deliveries plays a great role in quality
improvement.

The result revealed that majority of the respondents (69.3%pted that they
agreed with the statement that monitoring the inventory levels in relation to
forecasted need plays a great role in quality improvement. The result further
revealed that majority of the respondents (100%) indicated that they agreed
with the statement that monitoring the percentage of items returned plays a
great role in cost reduction. The result revealed that majority of the respondents
(100%) indicated that they agreed with the statement that improving the
average number of on time deliies plays a great role in cost reduction. The
result further revealed that majority of the respondents (40.7%) indicated that
they disagreed with the statement that monitoring the inventory levels in
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relation to forecasted need plays a great role in hiction. The result
revealed that majority of the respondents (46.6%) indicated that they agreed
with the statement that monitoring the percentage of items returned plays a
great role in lead time reduction. The result further revealed that majority of
the respondents (48.7%) indicated that they agreed with the statement that
improving the average number of on time deliveries plays a great role in lead
time reduction. The result revealed that majority of the respondents (52.6%)
indicated that they agreedslith the statement that monitoring the inventory
levels in relation to forecasted need plays a great role in lead time reduction.
The average for the statements on monitoring and evaluation was 3.8.

Table 3 Monitoring and Evaluation

Statements SD D Neutral A SA Mean Std.
Dev

Monitoring the percentage of 0.0% 0.0% 43.3% 21.3% 35.3% 3.9 0.9

items returned plays a great

role in quality improvement

Improving the average 0.0% 0.0% 26. %% 36.0%  37.3% 4.1 0.8

number of on time deliveries

plays a great role in quality

improvement

Monitoring the inventory 0.0% 0.0% 30.7% 37.3%  32.0% 4.0 0.8

levels in relation to

forecasted need plays a grez

role in quality improvement

Monitoring the percentage of 0.0% 0..0% 0.0% 453% 54.7% 4.6 0.5

items returned plays a great

role in cost reduction

Improving the average 0.0% 0.0% 0.0% 50.0%  50.0% 4.5 0.5

number of on time deliveries

plays a great role

Monitoring the inventory 22.7%  18.0% 21.3% 18.7% 19.3% 2.9 1.4

levels in relation to

forecasted need plays a grez

role in cost reduction

Monitoring the percentage of 15.3%  18.0% 20.0% 21.3% 25.3% 3.2 1.4

items returned plays a great

role in lead time reduction

Improving the average 0.0% 22.0% 29.3% 287%  20.0% 35 1.0

number of on time deliveries

plays a great role in lead time

reduction

Monitoring the inventory 0.0% 26.0% 21.3% 21.3% 31.3% 3.6 1.2

levels in relation to

forecasted need plays a gree

role in lead time reduction

Average 3.8 0.9
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Balanced Scorecard

There was also need to establish influence of bathnscorecard on
procurement performance among county governments in Kenya as the third
objective. The respondents were asked to comment on extent of influence of
balanced scorecard on procurement performance among county governments
in Kenya as the third bljective. Results indicated that majority of the
respondents 47 % agreed that it was to a very great extent, 45 % said that it
was to a great extent, 2 % said it was moderate; little extent was 2% and not
all at 4 %.

notat all Little extent Moderate
4% 2% Extent
2%

Great Extent
45%

Figure 4 Balanced Scorecard

The respondents were asked to indicate their levels of agreement on statements
regarding Balanced Scorecard. The result in table 4 revealed that majority of
the respondent (62.7%) agreed with the statement that Establishment of
procurement ROI plays a great radequality improvement. The result further
revealed that majority of the respondent (71.4%) agreed with the statement that
estimating the managed spend as a percentage of total spend plays a great role
in quality improvement. The result revealed that mgjoof the respondent
(62%) agreed with the statement that establishing a short procurement cycle
time plays a great role in quality improvement. The result further revealed that
majority of the respondent (63.4%) agreed with the statement that
establishrant of procurement ROI a great role in cost reduction.

The result revealed that majority of the respondent (70%) agreed with the
statement that Estimating the managed spend as a percentage of total spend
plays a great role in cost reduction. The resuth&r revealed that majority of
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the respondent (69.4%) agreed with the statement that establishing a short
procurement cycle time plays a great plays a great role in cost reduction. The
result revealed that majority of the respondent (43.4%) disagreecdtheith
statement that Establishment of procurement ROI plays a great role in lead
time reduction. The result further revealed that majority of the respondent
(55.5%) agreed with the statement that estimating the managed spend as a
percentage of total spenthps a great role in lead time reduction. The result
revealed that majority of the respondent (100%) agreed with the statement that
establishing a short procurement cycle time plays a great role in lead time
reduction. The average for the statements oarfeald scorecard was 3.79.

Table 4: Balanced Scorecard

Statement SD D Neutral A SA Mean  Std.
Dev

Establishment of procurement  0.0% 0.0% 37.30% 30.70% 32.0% 4.11 0.796

ROI plays a great role in quality

improvement

Estimating the managed spend  0.0% 0.0% 28.70% 34.70% 36.70% 4.01 0.794

as a perentage of total spend

plays a great role in quality

improvement

Establishing a short procuremer  0.0% 0.0% 38.0% 33.3% 28.7% 455 0.499

cycle time plays a great role in

quality improvement

Establishment of procament 0.0% 0.0% 36.7%  36.7% 26.7% 45 0.502

ROI plays a great role in cost

reduction

Estimating the managed spend  0.0% 0.0% 30.0%  42.0% 28.0% 294 1434

as a percentage of total spend

plays a great role in cost

reduction

Establishing a short procurenter  0.0% 0.0% 30.7% 38.7%  30.7% 3.23 1.407

cycle time plays a great role in

cost reduction

Establishment of procurement  20.7% 22.7% 21.3% 20,0% 15.3% 3.47 1.047

ROl plays a great role in lead

time reduction

Estimating the managed spend  0.0% 0.0% 0.0% 48.0% 52.0% 3.58 1.183

as a percentage tftal spends

plays a great role in lead time

reduction

Establishing a short procuremer  0.0% 0.0% 0.0% 50.0%  50.0% 3.79 0.957

cycle time plays a great role in

lead time reduction

Average 3.79 0.957

There wasalso need to establish the influence of governance structures on
procurement performance among county governments in Kenya. The
respondents were also asked to comment on statements regarding governance
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structures on procurement performance among coungrgments in Kenya.
Results also showed that 3% of respondents indicated to very great extent,
great extent was at 12%, moderate extent was 375, while little extent was at
27% and not at all was at 21%.

governance structures

Very Great Extent, 3%

Great Extent, 12% ‘ ‘t atall, 21, %
Moderate
Extent, 37,%
Little extent, 27%

Figure 5: Governance Structures

The respondents we asked to indicate the descriptive for Goeerce
Structures. The result inable 5 revealed that majority of the respondent
(100%) agreed with the statement that procurement framework plays a great
role in quality improvement. The result further reveallat majority of the
respondent (100%) agreed with the statement that risk management plays a
great role in quality improvement. The result revealed that majority of the
respondent (95.4%) agreed with the statement that procurement planning plays
a greatrole in quality improvement. The result further revealed that majority

of the respondent (96%) agreed with the statement that procurement
framework plays a great role in cost reduction.

The result revealed that majority of the respondent (100%) agrébdhei
statement that risk management plays a great role in cost reduction. The result
further revealed that majority of the respondent (100%) agreed with the
statement that procurement planning plays a great role in cost reduction. The
result further revaled that majority of the respondent (95.3%) agreed with the
statement that procurement framework plays a great role in lead time
reduction. The result further revealed that majority of the respondent (100%)
agreed with the statement that risk managemlensa great role in lead time
reduction. The result further revealed that majority of the respondent (100%)
agreed with the statement that procurement planning plays a great role in lead
time reduction. The average for the statements on governance resustas

3.79.
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Table 5. Governance Structures

Statement SD D Neutral A SA Mean  Std.
Dev

Procurement framework 0.0%  0.0% 0.0% 54.0% 46.0% 4.11 0.796

plays a great role in

quality improvement

Risk management plays 0.0%  0.0% 0.0% 48.7% 51.3% 4.01 0.794

a great role in quality

improvement

Procurement planning 0.0% 1.3% 3.3% 40.7% 54.7% 455 0.499

plays a great role in

quality improvement

Procurement framework 1.3%  1.3% 13% 56.7% 39.3% 4.5 0.502

plays a great role in cost

reduction

Risk management pja 0.0% 0.0% 0.0% 47.3% 52.7% 294 1434

a great role in cost

reduction

Procurement planning 0.0% 0.0% 0.0% 50.0% 50.0% 3.23 1.407

plays a great role in cost

reduction

Procurement framework 0.7%  1.3% 27%  440% 51.3% 3.47 1.047

plays a great role in leac

time reduction

Average 3.79 0.957

Procurement Performance among County Governments

The respondents were asked to indicate their response on statements
concerning Performance among County Governments. The result in table 6
revealed that majositof the respondent (100%) agreed with the statement that
Performance in their county government has increased due to key performance
indicators which ensure that employees are guided and facilitated by work
plans and are made responsible for their resTitts result further revealed that
majority of the respondent (100%) agreed with the statement that monitoring
and evaluation improves organization performance through summation of
various bodies of knowledge applied together.

The result revealed that naaity of the respondent (100%) agreed with the
statement that Supplier performance has an impact on procurement
performance. The result further revealed that majority of the respondent
(100%) agreed with the statement that Procurement performance siarts fr
purchasing efficiency and effectiveness in the procurement function. The result
revealed that majority of the respondent (100%) agreed with the statement that
Critical measures of procurement performance need to be continuously
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monitored. The average rfdhe statements on performance in their county
government was 4.50.

Table 6: Procurement Performance among County Governments

Statement SD D Neutral A SA Mean  Std.
Dev
Performance in my 0.0% 0.0% 0.0% 50.7% 49.3% 451 0.501

county government has

increased due to key

performance indicators

which ensure that

employees are guided

and facilitated by work

plans and are made

responsible for their

results

Monitoring and 0.0% 0.0% 0.0% 59.3% 40.7% 4.41 0.493
evaluation improves

organization

performance through

summation of various

bodies of knownédge

applied together

Supplier performance 0.0% 0.0% 0.0% 48.7% 51.3% 453 0.501
has an impact on

procurement

performance

Procurement 00% 0.0% 0.0% 47.3% 527% 457 0.497
performance starts from

purchasing efficiency

and effectiveness in the

procuremat function

Critical measures of 0.0% 0.0% 0.0% 433% 56.7% 450 0.498
procurement

performance need to be

continuously monitored

Average 450 0.498
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Correlation Analysis

Table 7: Summary aldns Pearsonés Correl
Correlations Key Monitoring Balanced Governance Procurement
performance and scoreboard structures performance
indicators evaluation
Key Pearson
performance Correlation 1
indicators Sig. (2
tailed)
Monitoring Pearson
and Correlaton .598** 1
evaluation Sig. (2
tailed) 0
Balanced Pearson
scoreboard  Correlation .598** 469** 1
Sig. (2
tailed) 0 0
Governance Pearson
structures Correlation .588** .780** .532** 1
Sig. (2
tailed) 0 0 0
Procurement Pearson
performance Correlation .806** .684** .680** .696** 1
Sig. (2
tailed) 0 0 0 0

**Correlation is significant at the 0.01 level-(@&iled)

The correlation summary shown in Table 7 indicates that the associations
between each of the independent variables andebendent variable were all
significant at the 95% confidence level. The correlation analysis to determine
the relationship between key performance indicators and procurement
performance among county governments in Kenya, Pearson correlation
coefficientcomputed and tested at 5% significance level. The results indicate
that there is a positive relationship (r=0.806) between key performance
indicators and procurement performance among county governments in
Kenya. In addition, the researcher found the i@tship to be statistically
significant at 5% level (p=0.000, <0.05).

The correlation analysis to determine the relationship between monitoring and
evaluation and procurement performance among county governments in
Kenya, Pearson correlation coefficieotmputed and tested at 5% significance
level. The results indicate that there is a positive relationship (r=0.684)
between monitoring and evaluation and procurement performance among
county governments in Kenya. In addition, the researcher found the
relationship to be statistically significant at 5% level (p=0.000, <0.05).
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The correlation analysis to determine the relationship between of balanced
scorecard on procurement performance among county governments in Kenya,
Pearson correlation coefficient comedtand tested at 5% significance level.
The results indicate that there is a positive relationship (r=0.680) between of
balanced scorecard and procurement performance among county governments
in Kenya. In addition, the researcher found the relationghlgetstatistically
significant at 5% level (p=0.000, <0.05).

The correlation analysis to determine the relationship between governance
structures and procurement performance among county governments in
Kenya, Pearson correlation coefficient computedtastéd at 5% significance

level. The results indicate that there is a negative relationship (r= _0.696)
between governance structures and procurement performance among county
governments in Kenya. In addition, the researcher found the relationship to be
statistically significant at 5% level (p=0.000, <0.05). Hence, it is evident that
all the independent variables could explain the changes in the procurement
performance among county governments in Kenya, on the basis of the
correlation analysis.

RegressionAnalysis

In this study multivariate regression analysis was used to determine the
significance of the relationship between the dependent variable and all the
independent variables pooled together. Regression analysis was conducted to
find the proportion n the dependent variable (procurement performance
among county governments in Kenya) which can be predicted from the
independent variables (key performance indicators, influence of monitoring
and evaluation, balanced scorecard and governance structures).

Table 8 presents the regression coefficient of independent variables against
dependent variable. The results of regression analysis revealed there is a
significant positive relationship between dependent variable and the
independent variable.

The indepadent variables reported R value of 0.876a indicating that there is
perfect relationship between dependent variable and independent variables. R
square value of 0.768 means that 76.8 % of the corresponding variation in
procurement performance among coumgvernments in Kenya can be
explained or predicted by (key performance indicators, influence of monitoring
and evaluation, balanced scorecard and governance structures) which indicated
that the model fitted the study data.
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Adjusted R square in table 8dalled the coefficient of determination which
indicates how procurement performance among county governments in Kenya
varied with variation in effects of factors which includes; key performance
indicators, monitoring and evaluation, balanced scorecardgamdrnance
structures. The results of regression analysis revealed that there was a
significant positive relationship between dependent variable and independent

variable at (b = 0.761), p=0.000 <O.
Table 8: Model Summary
Model R R Square Adjusted R Std. Error of the
Square Estimate
1 .876a 0.768 0.761 0.1145775

a. Predictors: (Constant), governanceustures, balanced scorecard, key
performance indicatorsnonitoring and evaluation

The research used a multiple regression model
Y = ot Xa+ BX%+ BX3+ BXs+
WhereY = Procurement Performance among County Governments in Kenya
dy= Constant
X1= Key Performance Indicators
X2= Monitoring and Evaluation
X3= Balanced Scorecard
X4=, Governance Structures
= Error Term At 95% Confidendeevel.
The regression equation will be;
Y=0.817+ 0.537X+ 0.097% + 0.067>% +0.08%,

The regression equation above has established that taking all factors into
account (key performance indicators, monitoring and evaluation, balanced
scorecard and gowmeance structuresjonstant at zero, procurement
performance among county governments in Kenya will be an index of
0.817.The findings presented also shows that taking all other independent
variables at zero, a unit increase in key performance indicatbriead to a
0.537increase in procurement performance among county governments in
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Kenya. The Pralue was 0.000 which is less 0.05 and thus the relationship was
significant.

The study also found that a unit increase in monitoring and evaluation will lead
to a 0.097 increase in procurement performance among county governments in
Kenya. The Rralue was 0.001and thus the relationship was significant.

In addition, the study found that a unit increase in balanced scorecard will lead
to a 0.067increase in tpeocurement performance among county governments
in Kenya. The Rralue was 0.000 and thus the relationship was significant.

Lastly, the study found that a unit increase in governance structures will lead
to a 0.08 decrease in the procurement performamoag county governments

in Kenya. The Rralue was 0.01and hence the relationship was significant
since the pvalue was lower than 0.05. The findings of the study show that,
Key Performance Indicators contributed most to the procurement performance
among ounty governments in Kenya.

Table 9: Coefficients of Determination

Coefficients
Model Unstandardized Standardized t Sig.
Coefficients Coefficients
B Std. Beta
Error
(Constant) 0.817 0.229 3.576 0.00
Key performance 0.537 0.064 0.472 8.439 0.00
indicators
Monitoring and 0.097 0.041 0.159 2391 0.02
evaluation
Balanced scoreboarc  0.067 0.015 0.237 4.597 0.00
Governance 0.08 0.032 0.168 2.49 0.01

structures

a. Dependent Variable: procurement performance among county governments
in Kenya

Table 10: ANOVA

Model Sum of Df Mean F Sig
Squares Square
1 Regression 6.329 4 1.582 119.907 .000b
Residual 1.9.13 145 0.013
Total 8.243 149
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The significance value is 0.000 which is ldhan 0.05 thus the model is
statistically significance ni predicting how key performance indicators,
monitoring and evaluation, balanced scorecard and governance structures
influence procurement performance among county governments in Kenya. The
F critical at 5% level of significance was 119.907.

SUMMARY, CONC LUSION AND RECOMMENDATIONS
Summary
Key Performance Indicators

The study sought to assess influence of key performance indicators on
procurement performance among county governments in Kenya as the first
objective of the study. A majority of respondentsre found to highly agree

that counties had embraced key performance indicators with regard to its
procurement activities. Supplier quality rating and lead time index were
common among counties. Correlation and regression results revealed that this
was tke most important variable that could perhaps be explained by the
observation from the findings that e key performance indicators was an
important factor in influencing procurement performance among county
governments.

Monitoring and Evaluation

The influence of monitoring and evaluation on procurement performance
among county governments in Kenya was the second objective of the study. A
majority of respondents were found to highly agree that counties had embraced
monitoring and evaluation with regard tos itprocurement activities.
Monitoring the percentage of items returned, comparison of inventory levels
versus forecasted needs was common among counties. Correlation and
regression results revealed that this was the second most important variable
that couldperhaps be explained by the observation from the findings that
monitoring and evaluation was an important factor in influencing procurement
performance among county governments.

Balanced Score Card

The study endeared to assess influence of balanceetacdron procurement
performance among county governments in Kenya as the third objective of the
study. A majority of respondents were found to highly agree that counties had
embraced balanced scorecard with regard to its procurement activities.
ProcuremenROI and procurement cycle time were common among counties.
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Correlation and regression results revealed that this was an important variable
that could perhaps be explained by the observation from the findings that
balanced scorecard was an important factofluencing procurement
performance among county governments.

Governance Structures

The influence of governance structures on procurement performance among
county governments in Kenya was the last objective of the study. A majority
of respondents werdound to highly agree that counties had embraced
governance structures with regard to its procurement activities. Procurement
framework and procurement planning were common among counties.
Correlation and regression results revealed that this an impoaaable that

could perhaps be explained by the observation from the findings that
governance structures was an important factor influencing procurement
performance among county governments.

Procurement Performance

The study endeared to determine infloe of performance contracting on
procurement performance among county governments in Kenya. The
regression results revealed that performance contracting practices identified in
the study, that is, key performance indicators, monitoring and evaluation,
balanced scorecard and governance structures combined could explain
approximately 76.8% of the variations in the performance of county
governments in Kenya. The other 23.2% may be attributed to other strategies
not explained by the model or the variables.

Quality of goods purchased recorded positive growth, timely purchases and
stock out reduction further recorded positive growth, cost reductions due to
minimal or no reworks also recorded positive growth. From inferential
statistics, a positive correlatios $een between each determinant variable and
performance of county governments. The strongest correlation was established
between key performance indicators and performance of county governments.
All the independent variables were found to have a statilstisignificant
association with the dependent variable at ninety five percent level of
confidence.

Based on the study findings, the study concludes that performance of county
governments can be improved by key performance indicators, monitoring and
evduation, balanced scorecard and governance structures.
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First, in regard to key performance indicators, the regression coefficients of
the study show that it has a significant influence of 0.537 on performance of
county governments. This implies that ieasing levels of key performance
indicators by a unit would increase the levels of performance of county
governments by 0.537. This shows that key performance indicators has a
positive influence on performance of county governments.

Second in regard to enitoring and evaluation, the regression coefficients of
the study show that it has a significant influence of 0.097 on performance of
county governments. This implies that increasing levels of monitoring and
evaluation by a unit would increase the levefsperformance of county
governments by 0.097. This shows that monitoring and evaluation has a
positive influence on performance of county governments.

With regard to the third objective, the regression coefficients of the study show
that it has a signifiant influence of 0.067 on performance of county
governments. This implies that increasing levels of balanced scorecard by a
unit would increase the levels of performance of county governments by 0.067.
This shows that balanced scorecard have a positiveitte on performance

of county governments.

Lastly, in regard to the fourth objective, the regression coefficients of the study
show that it has a significant influence of 0.080 on performance of county
governments. This implies that increasing levélgavernance structures by a
unit would increase the levels of performance of county governments by 0.080.
This shows that governance structures have a positive influence on
performance of county governments.

Drawing on this research, lack of e key pearfance indicators, monitoring

and evaluation, balanced scorecard and governance structures among county
governments is leading to poor procurement performance. Though the counties
are striving hard to improve their performance there are still issues of poor
quality products, long lead time and high cost of projects/products. It was
articulated that the current phenomenon of poor procurement performance in
the public sector can be reversed if the government and other stakeholders
ensure key performance indioss, monitoring and evaluation, balanced
scorecard and governance structures are embraced in the procurement
function. Thus, it is evident that all the independent variables identified in this
study were all important performance contracting that infladn¢he
procurement performance of counties.
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Recommendations

The study is a milestone for further research in the field of performance of
county governments in Africa and particularly in Kenya. The findings
demonstrated the important performance contiggtractices to performance
among county governments to include; key performance indicators,
monitoring and evaluation, balanced scorecard and governance structures. The
current study should therefore be expanded further in future in order to include
perfamance contracting practices that may as well have a positive significance
to performance of county governments. Existing literature indicates that as a
future avenue of research, there is need to undertake similar research in other
institutions and publisector organizations in Kenya and other countries in
order to establish whether the explored practices herein can be generalized to
affect performance in public entities.

Recommendationsand Areas for Further Study

Existing literature indicates that aguture avenue of research, there is need to
undertake similar research in other institutions and public sector organizations
in Kenya and other countries in order to establish whether the explored
practices herein can be generalized to affect performarmuéblic entities.
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Abstract

Purpose: The purpose of this study was to determine the influence of supplier
competence on the performance of state corporations in Kenya

Methodology: The study adopted cresgctional survey design using both
gquantitative and qualitative approaches. The target population was all the 187
state corporations in Kenya. The study employed a census approach. Primary
data was collected using questiomes. A pilot study was conducted to
measure the research instruments reliability and validity. Descriptive statistics
were used aided by Statistical Packages for Social Sciences version 24 to
compute percentages of r e digsosimglieeart s d a
regression and correlation analysis were applied to assist examining
relationship between the research variables. The results were presented using
tables and graphs.

Findings: The findings revealed that supplier competence explained%4.1

of the total variations in performance of state corporations in Kenya. Further,
the results indicated that the overall model was statistically significant as
supported by a p value of 0.000. This was supported by an F statistic of 111.904
and the repoed p value (0.000) which was less than the conventional
probability of 0.05 significance level. In addition, the findings show that there

is a positive and significant relationship between supplier competence and
performance of state corporations in Kemagasupported by a p value of 0.000
and a beta coefficient of (0.903). This implies that an increase in supplier
competence by 1 unit would increase the performance of state corporations by
0.903units.
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Unique Contribution to Theory, Practice and Policy: Based on the
findings, the study recommended that suppliers should develop competent
technical abilities so as to provide high quality products or services. Some of
the technical dimensions that suppliers should develop competence in include;
compliance wih quantity, compliance with due date, compliance with
packaging standard, production planning systems of suppliers, and
mai ntenance activities of suppliers,
recommended that state corporations in Kenya should checlefity if
supplier organisation is abreast with the newer information technology
developments as technology is very dynamic and changes regularly as the
technology that was used in the past is not the one we using now and it will
not be the one we will ugemorrow.

Keywords: Supplier, Competence, Performance, State Corporations
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INTRODUCTION

This study sought to investigate the influence of supplier evaluation on the
performance of state corporations in Kenya. In today's highly comgetitiv
environment, an effective supplier evaluation process is very important to the
success of any organization (Liu & Hai, 2010). Selecting the right supplier is
always a difficult task for the procurement manager. Suppliers have varied
strengths and weakre=ss, which require careful assessment by the purchasers
before ranking, can be given to them. Therefore, every decision needs to be
integrated by tradingff performances of different suppliers at each supply
chain stage (Liu & Hai, 2010).

In a supply chia, collaboration between the company and the supplier is the
most important connection of the distribution channel. The global competitive
environment, make the organizations highly dependent on the success of the
supplier selection process. The lack obrination or error in this process

may lead to excessive delay or poor customer services. In this sense, as it has
direct influence on reducing the costs, on profitability and flexibility of a
business, decisions taken by the purchasing departmerficsigtly affects

the efficiency and effectiveness of the business (Chan & Kumar, 2014).

I n order to survive in todayds compe
customerds demands compani es-quilitgve no
products and service®roduction of higkguality products in turn requires
selection of the appropriate suppliers by these companies. As a result, most
global firms devote a considerable amount of time and effort to evaluation and
selection of the frang2014)0Thesdegsion niakerss (S
often resort to various supplier selection models to guide them through the
decisioamaking process. Thus managers are giving a good portion of
resources to supplier evaluation especially the developed countries (Medlin,
2013.

In Kenya, the PPAD Act 2015 and procedure 2006 serves as a guide that
provides guidelines and procurement procedure and supplier evaluation for
public procurement entities to ensure judicious, economic and efficient use of
state resources ensuring thatblic procurement is carried out in affair,
transparent and nediscriminatory manner. Among other criteria, the Act
2005 states that tenderers and other suppliers should possess the necessary
professional and technical qualifications and competenamdial resources,
equipment and other physical facilities, managerial capability, reliability,
experience in the procurement object and reputation; and the personnel to
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perform the procurement contract. In spite of all these, public institutions such
as Unversities have never realized the objective of supplier evaluation (PPOA,
20009).

Problem Statement

Despite the trend toward privatization over the past 20 years, state corporations
(SCs) are still significant economic players (WB, 2014). Globally, $€suant

for 20 percent of investment, 5 percent of employment, and up to 40 percent
of output in some countries (Robinett, 2006; GoK, 2015). In developing
countries, SCs produced about 15 percent of regional GDP in Africa (Kikeri
& Kolo 2006).

In Kenya SGhave become a strong entity and useful engines to promote
development (Njiru, 2008). The General Economic Services Sector which is a
major contributor to GDP and employment creation in the economy in the last
three years (2003005) contributed 20%, 21%nd 23% respectively to GDP
(ROK, 2013).

The performance of SCs however, has been a mattergdiog concern in an
environment of resource scarcity. In 2011/12, eleven (11) commercial SCs
made losses; this represents 21%, of all commercial orientedr@oent
Owned Entities (RPTPR, 2013). Parliament Report (2015) indicated that SCs
in Kenya have lost money to tune of Ksh2 billion in the financial year of-2015
2016 through fraudulent payment of suppliers. Transparent International
(2013) that state corpations in Kenya are facing serious challenges especially
in procurement where millions of shillings have been paid to unscrupulous
supplier.

Despite the reforms and initiatives to reinvent the SCs in Kenya, many of them
still perform poorly (RPTPR, 2013Wnlike in the past, SCs today are under
strong pressure to improve their performance (WB, 2014). Research has found
that supplier competence could help organizations to remain viable and
competitive. Studies have been undertaken on supplier selection and
evaluation. Schiele (2007), established that extensive supplier audits
significantly influence a firmbés perf
how important the selection and evaluation of suppliers is in the management
of purchasing and establishdtht purchasing management has a significant
bearing on the performance of organizations. It is therefore very important for
SCs in Kenya to adopt best practices such as sumgiapetenceo enable

the SCs sector realize full potential (RPTPR, 2013). ABsmspite the
compelling link between firm performance and supplier competence, few
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studies have addressed it. Thus this study sought to investigate influence of
supplier competence on the performance of state corporations in Kenya.

The Study Objective

To determine the influence of supplier competence on the performance of state
corporations in Kenya

LITERATURE REVIEW
Theoretical Review
The Lean Supplier Competence Model

This Model was developed by Marks (2007). It is through this model that a gap
analysis can be charted and an action plan drawn to bridge the disparity in the
organization. Suppliers according to this model are evaluated against the five
categories supports the Lean techniques of Kdizmmtinuous improvement.

The Supplier Competency ddlel explains how organizations interact in the
five areas of competency where there is varying degrees of performance
ultimately to achieve lean organizatal operations (Justus & Okell2016).

Each category is broken down into specific "behaviors" aysithe company

and the supplier interact with each other. These behaviors are rated from a"1"
as "Less Lean" to a rating of a "5" as "More Lean."

This measurement allows a company to determine placement of business based
on common values and common st goals. Using this model, as the
business philosophies of the company and the supply base draw together to
eliminate waste, the natural result is a reduction of cost to the supply chain and
to the ultimate customer (Xu, 2007). Thus theory was releteattie study

since it advocates for working together. It is particularly important for an
organization in this case state corporates in that it attends to foster lasting
supplier relationship and those intending to build strategic partnership with
supplies. The sourcing organizations evaluate suppliers based on certain
competence parameters and select the one that it would best work together with
(Kitheka, 2013).

Empirical Review

Suppliersé need competent techmical a
service, ensure future improvements in performance and promote successful
devel opment efforts. Especially, this

included development of a new product or technology or access to proprietary
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technology. These ¢hnical criteria insist company to shift into the global
market plac€ Thompson, 2008).

This factor has been measured on the basis of the importance of the following
technical dimensions: compliance with quantity, compliance with due date,
compliance with packaging standard, production planning systems of
suppliers, and maintenance activities of suppliers, plant layout and material.
The production facilities and ability of the supplier to increase its capacity
should also be taken into account to Judge libet one. The potential
production capability of each supplier should be analyzed to meet a specified
Production plan and also to develop a new product according to the market
demand (Harps, 2000).

According to Srinivasan ve-2onjeBhpceian or
decisive for its success and competitiveness. Competence development must
therefore be viewed in both an organizational and an individual perspective, so
that competence can be developed and added in such a way as to strengthen
both the imlividual and the organization as a whole. He also says Competence

is nothing but the level of usage of technology and skills in putting a new
product, shop or workforce in to place. The major methods to effectively
evaluate the competence and its areasaarfollows Product and industrial

technol ogy; Eval uation of supplieros
systems, Research and development and the industrial processes gives the
customer organization inputs omnothe s

& Kotzab, 2003).

The internal competence in Product / Process development also should be
considered in evaluating the Technology. This evaluation determines how
quick a supplier will turnaround a new product development with the effective

use of hissystems and machines in manufacturing. Customer support and
communi cati on; Evaluation of supplier
and working relations, presence and speed of response will help the evaluator
ensure the customer focus of the sugpliand finally Electronic
communi cati on; The suppliersé abil it
EDI-standard and implementation is also evaluated to ensure the supplier
organization is abreast with the newer information technology developments
(Thomp®n, 2008).
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Conceptual Framework

Performance of State

Supplier Competence ‘ .
Corporations in Kenya

E-communication c —
Product technology L] ustomer satistaction

Customer support ¢ Lead times _
o Cost reduction

Dependent Variable Independent Variable
Figure 1. Conceptual Framework
METHODOLOGY

The study adopted crosectional survey design using both quantitative and
qualitative approaches. The target population wabell87 state corporations

in Kenya. The study employed a census approach. Primary data was collected
using questionnaires. A pilot study was conducted to measure the research
instruments reliability and validity. Descriptive statistics were used aided by
Statistical Packages for Social Sciences version 24 to compute percentages of
respondent séb answer s. I nferenti al st
correlation analysis were applied to assist examining relationship between the
research variables. The s were presented using tables and graphs.

FINDINGS
Response Rate

The number of questionnaires that were administered was 187. A total of 144
guestionnaires were properly filled and returned. This represented an overall
successful response rate of 7a%shown on Table 1. This agrees with Babbie
(2004) who asserted that return rates of 50% are acceptable to analyse and
publish, 60% is good and 70% is very good. Based on these assertion 77%
response rate is adequate for the study.

Table 1: Response Rat

Response Frequency Percent
Returned 144 7%
Unreturned 43 23%
Total 187 100
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Demographic Information
Gender of the Respondents

The respondents were requested to indicate their gendentRiesTable 2

reveal that majority of 59% of the ggondents were male while 41% were
female. This implies that there is male dominance in the state corporations and
especially, in the procurement department. Nonetheless, the 1/3 gender rule
has been observed since the composition of either gender e28cgdswhich

is the required minimum threshold according to the constitution of Kenya
(2010).

Table 2: Gender of the Respondents

Gender Frequency Percent (%)
Male 85 59
Female 59 41
Total 144 100

Age of the Respondents

The respondents wereslaed to indicate their age bracket. Result$able 3
reveal that 44.4% of the respondents were in the age bracket4éf ydars,
32.6% aged between 4D yearsand 17.46 aged between 180 years while

only 5.6% aged above 50 years. The results impdy tver 70% of the
respondents are aged betweenb5Blyears. This age bracket represents
relatively young and energetic employees and this may translate into improved
performance of the firms.

Table 3: Age of the Respondents

Age Frequency Percent (%)
1871 30 years 25 17.4

317 40 years 64 44.4
41-50 years 47 32.6

50 years and above 8 5.6
Total 144 100
Respondentsd Level of Education

The respondents were asked to indicate their hidggnestof education. Results
inTable4revealtha# 8. 6 % of t he respondents had
33.3% had post graduate degree, 14.6% had certificate/diploma while 3.5%
had doctorate. The results imply that all the respondents were knowledgeable

115



and that their education level was sufficient &fective performance. The
results further imply that all the employees were in a position to understand

the operations of the firms, especial
Tabl e 4: Respondents6 Level of Educat
Education Level Freguency Percent (%)
Certificate/diploma 21 14.6

Bachelors 70 48.6

Post Graduate 48 33.3

Doctorate 5 3.5

Total 144 100

Re s p o n dears of @qeridnce

The respondents were asked to indicate the number of years they had worked
in the procuremerdepartment. Results rable 5 reveal that majority (61.8%)

of the respondents had worked in the procurement department for a period of
1-10 years, 18.8% indicated less than one yaat, 186 indicated 1420 years

while 3.5% indicated above 20 years.

This implies that majority of the respondents have worked in the procurement
department long enough and, therefore, possess adequate knowledge and skills
of the supply chain process. The employees thus, have the potential to
influence the performance of thérms.

Tabl e 5: Reesrpd Bxgegiantced s Y

Experience Frequency Percent (%)
less than one year 27 18.8
1-10 years 89 61.8
117 20 years 23 16
Above 20 years 5 3.5
Total 144 100

Organi zationsd Period of Operation

The respondgts were asked to indicate the number of years their organization
has been in operation in Kenya. Resulf§able 6 reveal that majority (56.9%)

of the respondents indicate more than 20 years, 16.7% indicated 16 to 20 years
while 13.2% indicated 6 to 10egrs and 11 to 15 years respectively. This
implies that majority of the state corporations have been in operation long
enough. As such, the firms are expected have sufficient information about their
suppliers.
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Table 6: Organizationsd Period of Ope

Existence Frequency Percent
6 to 10 years 19 13.2
11to 15 years 19 13.2
16 to 20 years 24 16.7
More than 20 years 82 56.9
Total 144 100

Descriptive Statistics
E-Communication

The descriptive results onommmunication are presentedTiable 7. Results

revealed that majority of the respondents who were 67.3% (47.2%+20.1%)
agreed wi t h t he statement t hat sSupr
communication (send & receive) according to BEndard, 18.8% disagreed

while 13.90% were neutr#o the statement. Further, 57% of the respondents
agreed that supplier organization is abreast with the newer information
technology developments, however 43.1% of the respondents neither agreed

not disagreed with the statement.

Using a fivepoint scag¢ likert mean, the overall mean of the responses was
3.64 which indicates that majority of the respondents agreed with the statement
about ecommunication. Additionally, the standard deviation of 0.98 indicates
that the responses were varied. The reseltsih imply that suppliers apply e
communication.

Table 7: E-Communication

Statements SD D Neutral A SA Mean  Std.
Dev
Suppliers have the 2.8% 16.0% 13.9% 47.2% 20.1% 3.66 1.06

ability to use E

communication (send

and receive) according

to EDI standard?

Supplier organizationis 0.0% 125% 30.6% 40.3% 16.7% 3.61 0.91
abreast with the newer

information technology

developments?

Average 3.64 0.98
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According to Otto and Kotzab (2003), the major methods to effectively
evaluate the competence andatgas are as follows Product and industrial

technol ogy; Eval uation of supplieros
systems, research and development and the industrial processes gives the
customer organization i npurnolsgyon the s
Product Technology

The descriptive results on prartdechnology are presented iaflle 8. Results
revealed that majority of the respondents who were 67.3% agreed with the
statement that the supplier quickly turnaround a new product developttent

the effective use of his systems and machines in manufacturing, 18.80% were
neutral while 13.9% disagreed with the statement. Further, 63.1% of the
respondents agreed that the supplies have internal competence in Product /
Process development, 23.608&re neutral while 13.1% disagreed with the
statement. Ina addition, 70.8% of the respondents agreed that suppliers have
total product knowledge, functional systems, Research and development and
the industrial processes, 16.70% were neutral while 12.48qmdisd with the
statement.

Using a fivepoint scale likert mean, the overall mean of the responses was
3.62 which indicates that majority of the respondents agreed with the statement
about product technology. Additionally, the standard deviation of 0.95
indicates that the responses were varied. The results herein imply that suppliers
apply product productivity.

Table 8: Product Technology

Statements SD D Neutral A SA Mean  Std.
Dev
Does the supplier quickly 0.0% 139% 188% 57.6% 9.7% 3.63 0.84

turnaround a new product

development with th effective use

of his systems and machines in

manufacturing?

The supplies have internal 6.2% 6.9% 23.6% 56.2% 6.9% 3.51 0.95
competence in product/process

development?

Suppliers have total product 6.2% 6.2% 16.7% 50.0% 20.8% 3.73 1.06
knowledge, functinal systems,

research development and the

industrial processes?

Average 3.62 0.95
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The study findings agree with those
collective competence is decisive for its success aomhpetitiveness.
Competence development must therefore be viewed in both an organizational
and an individual perspective, so that competence can be developed and added
in such a way as to strengthen both the individual and the organization as a
whole.

Customer Support

The descriptive results on prattuechnology are presented iablle 9. The
results revealed that majority of the respondents who were 54.9% agreed that
suppliers never default the customer support agreement signed between them
and your fim, 22.9% disagreed while 22.20% were neutral to the statement.
Further, 60.5% of the respondents agreed that suppliers provide their customer
support with competence, 26.40% were neutral while 13.2% did not agreed
that suppliers provide their customer pap with competence.

Using a fivepoint scale likert mean, the overall mean of the responses was
3.53 which indicates that majority of the respondents agreed with the statement
about customer support. Additionally, the standard deviation of 0.98 inglicate
that the responses were varied. The results herein imply that suppliers provide
customer support.

Table 9: Customer Support

Statements SD D Neutral A SA Mean  Std.
Dev

Suppliers never default the 2.8% 20.1% 22.2% 41.7% 13.2% 342 1.04

customer support

agreement signed betwee

them and youfirm?

Suppliers provide their 0.0% 13.2% 26.4% 43.8% 16.7% 3.64 0.91

customers with

competence?

Average 3.53 0.98

The findings of this study relate to those of Thompson (2008) who postulated
t hat s nepdcompetantdeghnical ability to provide high quality product
or service, ensure future improvements in performance and promote successful
development efforts. This implies that suppliers with high competence are
likely to be more efficient and to deér quality products and services.

Further, the respondents were asked to give their suggestions on the influence
of supplier competence on performance of state corporations. Majority of the
respondents observed that supplier competence leads to enlpratitg
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products and services. It also leads to awareness of current innovations in
product and services and avoidance of process disruption.

Inferential Statistics
Correlation Analysis

The correlation analysis resultsTiable 10 revealed that thenas a positive

and a strong significant association between supplier competence and
performance of state corporations as supported by (r=0.664, p=0.000). This
implied that both suppliecompetenceand performance of state corporations
change in the samerdction.

Table 10: Correlation Matrix

Performance  Supplier

Competence
Performance Pearson Correlatiol 1.000
Sig. (2-tailed)
Supplier Pearson Correlatiol .664** 1.000
Competence Sig. (2tailed) 0.000

** Correlation is significant athe 0.01 level (2ailed).
Regression Analysis

The study sought to establish the relationship between supplier competence
and performance of state corporations. An ordinary least square regression
model was used. The results of the model summary aea @i Table 11.

The findings revealed that supplier competence explained 44.1 % of the total
variations in performance of state corporations in Kenya.

Table 11: Model Fitness

Indicator Coefficient
R 0.664
R Square 0.441
Adjusted R Square 0437
Std. Error of the Estimate 0.5877777

Table 12 below provides the results on the analysis of variance (ANOVA). The
results indicate that the overall model was statistically significant as supported
by a p value of 0.000. This was supported by atafistic of 111.904 and the

reported p value (0.000) which was less than the conventional probability of
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0.05 significance level. The results imply that supplier competence is a good
predictor of firm performance.

Table 12: Analysis of Variance

Indicator Sum of Df Mean F Sig.
Squares Square

Regression 38.661 1 38.661 111.904 0.000

Residual 49.059 142 .345

Total 87.719 143

Table 13 presents the regression of coefficients results. The findings show that
there is a positive and significarglationship between supplier competence
and performance of state corporations in Kenya as supported by a p value of
0.000 and a beta coefficient of (0.903). This implies that an increase in supplier
competence by 1 unit would increase the performancetsf sorporations by
0.903units.

Table 13: Regression of Coefficients

B Std. Error t Sig.
(Constant) .559 .315 1.778 .078
Supplier Competence .903 .085 10.578 .000
The specific model;
Y = o+b, Ko +e

State Corporations Performance = 0.559+0.903Supplier Competence

The findings of this study relate to those of Thompson (2008) who postulated
that suppliersd need competent techni
or service, ense future improvements in performance and promote successful
development efforts. This implies that suppliers with high competence are
likely to be more efficient and to deliver quality products and services.

DISCUSSION, CONCLUSIONS AND RECOMMENDATIONS
Discussion

The objective of the study was to determine the influence of supplier
competence on the performance of state corporations in Kenya. Descriptive
results revealed that suppliers have the ability to userEmunication (send

& receive) accordingo EDI-standard and they are abreast with the newer
information technology developments. Further, majority of the respondents
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noted that a supplier quickly turnaround a new product development with the
effective use of his systems and machines in manufagtuhas internal
competence in Product/Process development and have total product
knowledge, functional systems, Research and development and the industrial
processes. In addition, majority of the respondents noted that suppliers never
default the custoer support agreement signed between them and your firm
and also provide their customer support with competence.

Correlation analysis showed that supplier competence and performance of
state corporations are positively and significantly associated. Regress
analysis indicated that supplier competence has a positive and significant
influence on performance of state corporations. The hypothesis results
indicated that there is a positive significant relationship between supplier
competence and performancestdte corporations in Kenya.

Conclusions

The study concluded that supplier competence influenced the performance of
state corporations in Kenya. This can be explained by the regression results
which showed that the influence was positive and significalso, the study
concluded that supplier in state corporations in Kenya are competent as they
have the ability to use-Eommunication (send &receive) according to EDI
standard. Further suppliers can be able to turnaround a new product
development and asthey knowledge on their products, functional systems
research and development and industrial processes. In addition the study
concluded that organization really did not have information on whether their
suppliers are abreast with the newer informatiahnelogy developments.

Recommendations

Based on the findings, the study recommended that suppliers should develop
competent technical abilities so as to provide high quality products or services.
Some of the technical dimensions that suppliers shoulkelai@zompetence in
include; compliance with quantity, compliance with due date, compliance with
packaging standard, production planning systems of suppliers, and
mai ntenance activities of supplier
recommended that $tacorporations in Kenya should check frequently if
supplier organisation is abreast with the newer information technology
developments as technology is very dynamic and changes regularly as the
technology that was used in the past is not the one we neim@nd it will

not be the one we will use tomorrow.
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Areas of Further Research

This study looked at one criterion of evaluating suppliers namely supplier
competence, but there are very many c
their literature relewed some include supplier consistency, supplier
organisational culture, ways of communication by suppliers, supplier
cleanliness in terms of eddendly products especially in regard to rules and
regulation instituted by the law. The study recommends dhsimilar study

should be conducted in the private sector for comparison purposes as this study
was done on state corporations in Kenya.
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Abstract

Purpose: The goal 6 the study was to examine the influence of inventory
management on performance of private commercial banks in Kenya, with an
aim of making recommendations on proper use of inventory management
practices.

Methodology: This research study adopted a dedonip research design
approach. The researcher preferred this method because it allowedeguthin
study of the subject. The target population was all the 220 procurement officers
in the private commercial banks in Kenya. From the three strata, a sample of
142 respondents was selected using simple random sampling. Data was
collected using selidministered questionnaires. The data collected was
analyzed by use of descriptive and inferential statistics. Multiple regression
model was used to show the relaship between the dependent variable and
the independent variables.

Findings: In regard to information technology, the regression coefficients of
the study show that it has a significant influence of 0.752 on performance of
private commercial banks. Secbrin regard to warehouse management
system, the regression coefficients of the study show that it has a significant
influence of 0.156 on performance of private commercial baMih regard

to the third objective, the regression coefficients of the ssimbyv inventory

cycle counting has a significant influence of 0.06 on performance of private
commercial banks. Lastly, in regard to the fourth objective, the regression
coefficients of the study show warehousing management system has a
significant influene of 0.02 on performance of private commercial banks. The
findings of the study concluded that information technology, inventory control
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techniques, inventory cycle counting and warehousing management system
have a positive relationship with performanceiivate commercial banks.

Unique Contribution to Theory, Practice and Policy: The study
recommended that private institutions should embrace inventory management
practices so as to improve their performance and further researches should to
be carried ouin other private institutions to find out if the same results can be
obtained.

Keywords: Inventory Control Techniques, Information Technology,
Warehouse Management System, Inventory Cycle Counting
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INTRODUCTION

Worldwide, business ganizations including the public sector are keen to
managing inventory as a step towards minimizing operational costs. According
to Chen, Frank and Wu (2015) business logistics costs as a percentage of US
Gross Domestic Product (GDP) significantly grev@td percent and, out of a

total expenditure of $1 trillion spent on logistics, approximately 33% was
absorbed to the cost of holding inventory. Moreover, McLaren, Head and Yuan
(2014) noted that while inventory is a prerequisite for production, they are
expensive to store and they tie up productive capital.

Inventory management is an important function of any business for several
reasons. First, the sheer magnitude of performance outlays has a great impact
on the economy and needs to be well managedethde all countries in the
world, estimates of the financial activities of banking inventory managers are
believed to be in the order of 10930 % of GDP (Koumanakos, 2008).

Global Perspective of the Study

World over, there have been numerous attertptsxplain performance of
companies in the fields of strategic management, accounting, finance,
marketing and management science. Naturally each of these areas concentrates
on different explanatory variables. In the US, Chen, Frank & Wu (2015)
studied theeffect of excess inventory on long term stock price performance of
banks. The study estimated the lenig price effects of excess inventory using
900 excess inventory announcements made by publicly traded firms. These
announcements are clear and unamhigLarknowledgement by affirm that it

is suffering from excess inventory. He found evidence suggesting that stock
market partially anticipates excess inventory situations and those firms do not
recover quickly from negative effects of excess inventory. tthér noted

that the negative effect of excess inventory is economically and statistically
significant

Regional Perspective of the Study

Nigerian survey revealed that 31% of inventory control system users in the
banking sector experienced performancprovement. 31% of the companies
surveyed claimed a decrease in customer complaints, as compared with 25%
who claimed an increase in delivery speeds. This indicates that customers are
satisfied not only with the better service quality, but also with thepcarm y 6 s
ability to cater to their changing needs in a timely manner (Kannan, Grigore &
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Senthikumar, 2013). A company may sustain competitive advantage by
employing appropriate inventory control systems.

According to Muiruri (2015), there is increasing néedbusiness enterprises
to embrace effective inventory management practices as a strategy to improve
their competitiveness.

Local Perspective of the Study

Inventory plays a big part in the banking sector as it account for about 56% of
the annual turnar (Abdifatah, 2012). Kenyan organizations are faced with a
lot competition in the current markets.

This has led to the need for coming up with better method of managing and
measuring how resources are utilized by various jobs or products, and therefore
be able to eliminate any wastage in the value chain. The new cost management
methods require having the right persons doing the right job (Mamiro, 2010).

Inventory Management

Inventory management is the art and science of maintaining stock levels of a
given group of items incurring the least cost consistent with other relevant
targets and objectives set by management (Otto & Kotzab, 2014). It is
important that managers of organizations that deal with inventory, to have in
mind, the objective of satisfyingustomer needs and keeping inventory costs

at a minimum level. Pawlak and Malyset (2008), assert that inventory costs
include holding costs, ordering costs and shortage costs. Holding costs relate
to costs of having physical items in stock. These incluggurance,
obsolescence and opportunity costs associated with having funds which could
be elsewhere but are tied up in inventory.

Statement of the Problem

Owners are thought to enter into business for mainly two basic reasons; profit
or growth maximizatn and personal fulfilment but most importantly the
financial performance especially in the private commercial banking industry
(Brealey, Myers & Marcus, 2009). According to statistics from Central bank
of Kenya (2014), the Kenya Commercial Bank in 20ddarted a 42.7 per cent
drop in profits to Sh629 million from Sh1.64 billion a year earlier and the
banking sector recorded a decline in performance in some banks the total
operating expenditure increased by 2% compared to similar period in 2011.

Privatecommercial banks play a very key role in the economic growth of any
country. The sector contributed 5.4% of the GDP in 2010 with a potential to

128



contribute 8% to 15% (CBK, 2014) compared to 22% in South Africa and
Ghana at 28%. In addition, they hold assebrth 63% of the GDP. Buxey
(2016) believes that inventory management is the central instrument to assist
the efficient management of resources in an organization. Many inventory
management models have been developed, most of the Kenyan private
commerci& banks run fully developed inventory management departments
(KBA, 2011).

Due to norrecognition of the inventory management contribution in the
banking industry by management, gaps do exist on how the function is
managed from the point of identificatiar the need, sourcing for suppliers,
delivery of the need and after delivery actesgtof the need (Wambui, 2010).

As a result the function itself, if not well managed has increased organization
cost: in terms of inflated pricing by corrupt purchasin§jasrs, stock out cost,

poor quality which results to poor customer service levels, ad hoc buying,
inefficiencies in the supply chain among other costs. However, private
commerci al banks are faced with a cl
satisfactionand notably, the wealth maximization of shareholders. With the
increasing competition in the private banking industry, management does not
have direct control over the income streams of the bank and thus the need to
focus on the management of the instduti s & expendi tures ((
Given the contractual nature of personnel expenditures, management is left
with only the inventory management related expenditures and thus the need

for this study.

Locally a number of studies have been done on the ebléinventory
management on performance in other industries other than the banking
industry in Kenya (Waweru, 2013; Birchogo, 2015). A few examples of studies
on private commercial banks in Kenya include Tarus (2015) and Simeka
(2016). Despite the numerossudies on the role of inventory management
benefits on performance, the private banking industry has been largely
neglected therefore this study is intended to bridge the knowledge gap and
seeks to determine the role of inventory management on perforrofitioe
private commercial banks in Kenya.

Objectives of the Study

U To assess the influence of information technology on performance of
the private commercial banks in Kenya.

U To evaluate the influence of inventory control techniques on
performance of thprivate commercial banks in Kenya.
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U To determine the influence of inventory cycle counting on
performance of the private commercial banks in Kenya.

U To establish the influence of warehouse management system on
performance of the private commercial bank&éenya.

LITERATURE REVIEW
Information Technology

The potential of information technology in enhancing performance has already
been proven in a number of studies (Cle¢ral, 2015). According to these
studies, inventory management practices specii@bption of information
technology enables companies to decentralize operational processes and
centralize strategic processes as a result of the transparency provided by the
systems. The implementation of IT to enhance the management of inventory
is no bnger something new. The implementation of IT technologies such as
Electronic Data Interchange (EDI) has evolved to the current web technologies
such as Business to Business technologies and collaborative commerce
technologies (Berg, 2009).

Inventory Control Techniques

Lyson (201§ argues that inventory control techniques have to be managed
well to achieve he performance goals. A noticeable trend in inventory
management research is the increasing application of mathematical models /
computer technology, raising awareness on the economic benefits of robust
inventory management, but significant research diceett comprehensively
characterizing inventory management techniques (IMTs) has been rather
sparse, despite its importance for sustainable financial management.

Marklandet al., (2014) used mathematical modeling to show that inventory
management systeneformed better when operated under Material Resource
Planning (MRP) and showed the potential of reducing the traditional inventory
holding costs. Ming.ing and Shaw (2015), analyzed the warehouse and
inventory management system in Shell Petroleum DevedaprCompany
(SPDC) in Nigeria and demonstrated the utility of ICT through Enterprise
resource Planning (ERP) as a veritable vadded tool in inventory
management practice. Robert (2010) also tried to justify the use of modified
Just in Time (JIT) logigt-based approach to managing inventory of perishable
products.
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Inventory Cycle Counting

Mattson (2009), notes in his study that inventory cycle counting facilitates

more efficient inventory management as well as more timely identification of

significart issues. Specifically, cycle counting involves making regular counts

of inventory and using samples that are small relative to the amount of
inventory the company carries at any point. By capturing and monitoring

results on a frequent basis, a companysgnificantly improve the accuracy

of its inventory quantities and financial reporting. His study concluded that

when conducted in a routine, systematic manner, cycle counting provides
reliable numbers and can eliminate the burden of full physical counts.

Warehouse Management System

Arrowsmith et al., (2013), argue that warehousing capabilities is an essential
aspect of both inventory management and performance in order for an
organization to achieve competitive advantage. According to a study done by
Berg (2009), warehousing takes up to between 2% and 5% of the cost of sales
of a corporation and wi t h todayos
environment organizations are emphasizing on return on assets, and hence
minimizing warehousing costs has becamemportant business issue.

Many firms are automating their basic warehousing functions to achieve the
increase in throughput rates or inventory turns required for their warehousing
operations to be cost effective (Brealey et al., 2009). It is necdssaltgcate
warehouse resources efficiently and effectively to enhance the productivity
and reduce the operation costs of the warehouse. One vital area determining
the efficiency of warehouse is the determination of the proper storage locations
for potentally thousands of products in a warehouse.

Performance of Private Commercial Banks

Poor performance is a major hindrance to entities growth since it causes the
delay of delivery, increase of defects, delivery of low quality goods or non
delivery at all(Silver, 2008). According to Gunasekaran (2013), despite the
fact that there are various studies that focus on performance many inventory
management activities suffer from neglect, lack of direction, poer co
ordination, lack of open competition and traasgncy, differing levels of
corruption and most importantly not having a cadre of trained and qualified
procurement specialists, who are competent to conduct and manage such
procurements, in a professional, timely and cost effective manner. Theories on
deerminants of bank performance are varied. Studies on performance have
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largely employed the structummnductperformance (SCP), and the market
power hypotheses.

Theoretical Review
Diffusion of Innovations

Diffusion of innovations is a theory that sedksexplain how, why, and at

what rate new ideas and technology spread. Everett Rogers, a professor of
communication studies, popularized the theory in his book Diffusion of
Innovations; the innovation must be widely adopted in order tesssthin.

Diffusion of Innovation (DOI) theory is a popular model used in information
systems research to explain user adoption of new technologies. Rogers defines
di ffusion as O6the process by which a

certain channels over time amongth me mber s of a 4diogci al s
& Shaw, 2015). An innovation is an idea or object that is perceived to be new.
According to DOI, the rate of diffusi

advantage, complexity, compatibility, trialability dawbservability. Johnson,
Scholes and Whittington (2008) def i ni
which an innovation is seen as being
which is comparable to perceivéch ease
an innovation is seen by the potential adopter as being relatively difficult to

use and understand.
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Conceptual Framework

Information Technology

* Electronic Data Interchange

* Electronic Point of Sale
= Bar Coding
Inventory Control Techniques
e Just In Time Performance of Private
* Vendor Managed Inventory System Commercial Banks

= Economic Order Quantity System

+ * Profitability
¢+ Market Share
Inventory Cycle Counting . Customer Satisfaction

= Control Group —-
« Random Sample
- ABC Analysis

Warehouse Management System
=  Dynamic and Static Configuration
®  Optimum Space Utilization System
+ Inbound and Ouwbound Logistics

Coordination

IndependentVariable DependentVariable
Figure 1. Conceptual Framework
METHODOLOGY

This research study adopted a descriptive research design approach. The
researchepreferred this method because it allowed adépth study of the
subject. The target population was all the 220 procurement officers in the
private commercial banks in Kenya. From the three strata, a sample of 142
respondents was selected using simpleloam sampling. Data was collected
usingselfadministeredjuestionnaires. The data collected was analyzed by use
of descriptive and inferential statistics. Multiple regression model was used to
show the relationship between the dependent variable and dapeimdent
variables.

FINDINGS
Response Rate

A sample of 142 respondents were interviewed using questionnaires that
allowed the researcher to drop the questionnaire to the respondents and then
collect them at a later date when they had filled the cqurastires. A total of

142 questionnairesvere distributed to employees. Out of the population
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covered, 133 were responsiepresenting response rate of 93.66%. This was
above the 50% which is considered adequate in descriptive statistics according
to (Mugenda & Mugenda, 2014).

Table 1: Response Rate of Respondents

Response Frequency Percentage
Actual Response 133 93.66%
Non-Response 9 6.33%
Total 142 100%

Descriptive Statistics
Information Technology

The first objective of the study wae tissess the influence of information
technology on performance of the private commercial banks in Kenya. The
respondents were asked to indicate to what extent information technology
influenced performance of the private commercial banks in Kenya. Results
indicated that majority of the respondents 46% said it was effective, 41% said
that it was very effective, 8 % said it was ineffective, while 5% said it was
somehow effective.

Information Technology

neffective
8%

Somehow Effective
5%

Effective
46%

Very Effactive
41%

Figure 2: Information Technology

The respondents were also asked to comroenstatements regarding the
influence of information technology on performance of the private commercial
banks in Kenya. The responses were rated on a likert scale and the results
presented iTable 1below. It was rated on a 5 point likert scale ranghognf;

1 = strongly disagree to 5 = strongl.y
and 6édisagreed have been taken to re
equi val ent to mean score of 0 to 2.5.
represent a statemeagreed upon, equivalent to a mean score of 2.6 to 3.4.
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The score of 6agreed and o6éstrongly
statement highly agreed upon equivalent to a mean score of 3.5 to 5.

Results indicated that majority of the respondents 38.%&greed on the
statement that electronic data interchange systems plays a significant role in
profitability improvement. Further results indicated that 51.2% of the
respondents were in agreement that electronic point of sale systems play a
significant rde in profitability improvement. 57.9% of the respondents agreed
that bar coding plays a significant role in profitability improvement.

78.9% of the respondents expressed agreement on the statement that electronic
data interchange systems play a sigatfficrole in expanding market share.
Results indicated that majority of the respondents 78.9% agreed on the
statement that electronic point of sale systems play a significant role in
expanding market share. Results indicated that majority of the respondents
82.7% agreed on the statement that bar coding plays a significant role in
expanding market share.

Results also indicated that majority of the respondents 75.2% agreed on the
statement that electronic data interchange systems play a significant role in
attaining higher customer satisfaction. Results indicated that majority of the
respondents 67.7% agreed on the statement that electronic point of sale
systems play a significant role in attaining higher customer satisfaction.
Results indicated that majoriof the respondents 76% agreed on the statement
that bar coding plays a significant role in attaining higher customer
satisfaction.

The average mean of all the statements was 3.88 indicating that majority of the
respondents agreed with the statement ithfarmation technology had an
influence on performance of the private commercial banks. However the
variations in the responses were varied as shown by a standard deviation of
1.123. The findings agree with Gachon and Fisher (2010) that using
information £chnology when managing inventory can be smart but if not done
well can prove to be expensive and time consuming.
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Table 1: Information Technology

Statement

SD

D

Neutral

SA

Mean

Std.
Dev

Electronic data
interchange systems play:
a significantrole in
profitability improvement
Electronic point of sale
systems play a significant
role in profitability
improvement

Bar coding plays a
significant role in
profitability improvement
Electronic data
interchange systems play
a significant rolein
expanding market share
Electronic point of sale
systems play a significant
role in expanding market
share

Bar coding plays a
significant role in
expanding market share
Electronic data
interchange systems play
a significant role in
attaining highe customer
satisfaction

Electronic point of sale
systems play a significant
role in attaining higher
customer satisfaction
Bar coding plays a
significant role in
attaining highercustomer
satisfaction

Average

9.00%

9.00%

9.80%

6.80%

6.80%

0.00%

7.50%

0.00%

8.30%

3.80%

6.80%

6.00%

3.80%

6.80%

7.50%

6.00%

0.00%

8.30%

29.30%

33.10%

26.30%

10.50%

7.50%

9.80%

11.30%

32.30%

7.50%

37.60%

24.10%

27.80%

32.30%

36.80%

38.30%

33.10%

34.60%

31.60%

20.30%

27.10%

30.10%

46.60%

42.10%

44.40%

42.10%

33.10%

44.40%

3.56

3.53

3.62

4.08

4.01

4.2

3.96

4.01

3.95

3.88

1.131

1.216

1.247

1.155

1.177

0.9

1.209

0.812

1.266

1.123

Inventory Control Techniques

The second objectivef the study was to evaluate the influence of inventory
control techniques on performancetioé private commercial banks in Kenya.
The respondents were asked to indicate to what extent the effect of inventory
control techniques had on performance of the private commercial banks in

Kenya. Results indicated that majority of the respondents 49%agjnat it

was very effective, 43% said that it was effective, 5% said it was ineffective,
while somehoveffective was at 3%.

136



Inventory Control Techniques

Ineffective
5% Somehow Effective

/ 3%

Effective
43%

Figure 3: Inventory Control Techniques

The respondents were also asked to comment on statements regarding effect
of inventory control techniques on performance of the private commercial
banks in Kenya. Results indicated that majority of the respondents 65.4%
agreed on statement that just in time sourcing played a significant role in
profitability improvement. Further results imdited that 71.4% of the
respondents were in agreement that vendor managed inventory system plays a
significant role in profitability improvement. 73.6% of the respondents agreed
that economic order quantity system plays a significant role in profitability
improvement.

76.7% of the respondents expressed agreement on the statement that just in
time sourcing plays a significant role in expanding market share. Results
indicated that majority of the respondents 82% agreed on the statement that
vendor managechientory system plays a significant role in expanding market
share. Results indicated that majority of the respondents 39.9% agreed on the
statement that economic order quantity system plays a significant role in
expanding market share. Results indicateat majority of the respondents
45.8% agreed on the statement that just in time sourcing plays a significant
role in attaining higher customer satisfaction. Results indicated that majority
of the respondents 50.4% agreed on the statement that vendoreghanag
inventory system plays a significant role in attaining higher customer
satisfaction. Results indicated that majority of the respondents 46.6% agreed
on the statement that economic order quantity system plays a significant role
in attaining higher custoen satisfaction.
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The average mean of all the statements was 3.58 indicating that majority of the
respondents agreed on inventory control techniques had an influence on
performance of the private commercial banks in Kenya. However the
variations in the rgponses were varied as shown by a standard deviation of
1.231. These findings indicate that through inventory control techniques, the
management could improve the inventory management capacity, attain
additional cost reductions, faster deliveries, betterality and better
performance. They agree with Gunasekaran (2013) that organizations must
look toward their inventory control techniques improvements. The
opportunities for cost savings and inventory control techniques improvements
can be enormous as thepact on margins and bottom line is considerable.

Table 2: Inventory Control Techniques

Statement SD D Neutral A SA Mean Std.
Dev

Just in time sourcing plays ¢ 11.30% 7.50% 15.80% 37.60% 27.80% 3.63 1.276

significant role in

profitability improvement

Vendor managed inventory 6.80% 4.50% 17.30% 33.80% 37.60% 3.91 1.158

system plays a significant

role in profitability

improvement

Economic order quantity 9.80% 4.50% 12.00% 39.80% 33.80% 3.83 1.226

system plays a significant

role in profitability

improvement

Just in time sourcing plays ¢  8.30% 7.50% 7.50% 33.80% 42.90% 3.95 1.248

significant role in expanding

market share

Vendor managed inventory 6.80% 5.30% 6.00% 31.60% 50.40% 4.14 1173

system plays a significant

role in expanding market

share

Economic order quantity 12.80% 19.3% 27.80% 18.80% 21.10% 3.16 1.313

system plays a significant

role in expanding market

share

Just in time sourcing plays ¢ 12.00% 20.2% 21.80% 26.30% 19.50% 2.78 1.458

significant role in attaining

higher customer satisfaction

Vendor managed inventory 0.00% 27.8% 21.80% 23.30% 27.10% 3.5 1.165

system plays a significant

role in attaining higher

customer satisfaction

Economic order quantity 0.00% 27.1% 26.30% 29.30% 17.30% 3.37 1.062

system plays a significant

role in attaining higher

customer satisfactio

Average 3.58 1.231
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Inventory Cycle Counting

There was also need to determine the influence of inventory cycle counting on
performance of the private commercial banks in Kenya. The respondents were
aked to comment on extent of inventory cycle counting on performance of the
private commercial banks in Kenya. Results indicated that majority of the
respondents 49% agreed that it was effective, 43% said that ivevgs
effective, while ineffective and smehow effective tied at 4%.

Inventory Cycle Counting
mEﬂifth Somehow Effective
4%

Effective
49%

Figure 4: Inventory Cycle Counting

Results indicated that 75.9% agreed on the statement that control group
counting system plays a significant role in profitability improvement. Majority
of the respondents 55.6% agreed orstagement that random sample counting
system plays a significant role in profitability improvement. Further results
indicated that 70.7% of the respondents were in agreement ABC analysis
system plays a significant role in profitability improvement.

64% of the respondents agreed that Control group counting system plays a
significant role in expanding market share. 63.1% of the respondents expressed
agreement on the statement that random sample counting system plays a
significant role in expanding marketare. Results indicated that majority of

the respondents 69.2% agreed on the statement that ABC analysis system plays
a significant role in expanding market share.

Results indicated that majority of the respondents 48.1% agreed on the
statement that cormtl group counting system plays a significant role in
attaining higher customer satisfaction. Results indicated that majority of the
respondents 90.9% agreed on the statement that random sample counting
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system plays a significant role in attaining higheistomer satisfaction.
Results indicated that majority of the respondents 87.3% agreed on the
statement that ABC analysis system plays a significant role in attaining higher
customer satisfaction.

The average mean of all the statements was 3.89 indi¢htinmajority of the
respondents agreed on inventory cycle counting having an influence on
performance of the private commercial banks in Kenya. However the
variations in the responses were varied as shown by a standard deviation of
1.146. These findingsriply that through inventory cycle counting, companies
can improve competitive positioning, supplement critical inventory
management skills and share the risk or cost of major pilferages that may occur
without occasional inventory counts (Kimutai, 2010).

Table 3: Inventory Cycle Counting

Statement SD D Neutral A SA Mean Std.
Dev
Control group counting 6.00% 4.50% 13.50% 30.80% 45.10 % 4.05 1.147

system plays a significant

role in profitability

improvement

Random sample counting 5.30% 5.30% 33.80% 18.00% 37.60 % 3.77 1.165
system plays a signifmnt

role in profitability

improvement

ABC analysis system plays  3.00% 6.80% 19.50% 33.10% 37.60 % 3.95 1.058
a significant role in

profitability improvement

Control group counting 3.80% 6.80% 25.60% 22.60% 41.40 % 3.91 1.131
system plays a significant

role in expanding market

share

Random sample counting 8.30% 6.00% 22.60% 27.80% 35.30 % 3.76 1.232
system plays a significant

role in expanding market

share

ABC analysis system plays  3.00% 3.80% 24.10% 27.80% 41.40 % 4.01 1.041
a significant role in

expanding market share

Control group counting 18.00% 21.10% 12.80% 20.30% 27.80 % 3.19 1.493
system plays a significant

role in attaining higher

customer satisfaction

Random sample counting 6.00% 3.00% 0.00% 39.80% 51.10 % 4.27 1.053
system plays a signdant

role in attaining higher

customer satisfaction

ABC analysis system plays  3.80% 5.30% 3.80% 44.40% 42.90 % 4.17 0.996
a significant role in

attaining higher customer

satisfaction

Average 3.89 1.146
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Warehouse Management System

There was also need to establish the influence of warehouse management
system on performance of the private commercial banks in Kenya. The
respondents were also asked to comment on statements regarding warehouse
management sgem on performance of private commercial banks in Kenya.
Results showed that 50% of respondents indicated it was very effective,
effective wereat 35%, ineffective was 9%, while somehow effective was at
6%.

Warehouse Management System

Ineffective

9%

Somehow Effective
6%

Figure 5: Warehouse Management System

Resultsindicated that majority of the respondents 78.9% agreed on the
statement that warehouse dynamic and static configuration plays a significant
role in profitability improvement. Further results indicated that 88% of the
respondents were in agreement thatellause space utilization system play a
significant role in profitability improvement. An 85% of the respondents
agreed that warehouse inbound and outbound logistics coordination plays a
significant role in profitability improvement.

87.3% of the respondés expressed agreement on the statement that
warehouse dynamic and static configuration plays a significant role in
expanding market share. Results indicated that majority of the respondents
89.5% agreed on the statement that warehouse space utilizatemsplays

a significant role in expanding market share. Results indicated that majority of
the respondents 86.5% agreed on the statement that warehouse inbound and
outbound logistics coordination plays a significant role in expanding market
share.
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80.%% of the respondents expressed agreement on the statement that
warehouse dynamic and static configuration plays a significant role in attaining
higher customer satisfaction. Results indicated that majority of the respondents
85% agreed on the statementttharehouse space utilization system plays a
significant role in attaining higher customer satisfaction. Results indicated that
majority of the respondents 91% agreed on the statement that warehouse
inbound and outbound logistics coordination plays a Scgmit role in
attaining higher customer satisfaction.

The average mean of all the statements was 4.19 indicating that majority of the
respondents agreed warehouse management system had an influence on
performance of the private commercial banks in Keni@wever the
variations in the responses were varied as shown by a standard deviation of
1.029. The results imply that an organization benefits greatly when warehouse
management system is embraced to reduce inventory costs, introduce optimum
space utiizai on systems designed to addres
work with the organization to streamline warehouse management system
(Koumanakos, 2008).
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Table 4: Warehouse Management System

Statement SD D Neutral A SA Mean Std.
Dev

Warehose dynamic and 8.30%  6.80% 6.00% 26.30% 52.60% 4.08 1.268

static configuration plays a

significant role in

profitability improvement

Warehouse space utilizatior 3.80%  5.30% 3.00% 42.10%  4590% 4.21 1

system play a significant

role in profitability

improvement

Warehouse inbound and 3.00% 5.30% 6.80% 44.40% 40.60% 4.14 0.97

outbound logistics

coordination plays a

significant role in

profitability improvement

Warehouse dynamic and 450%  1.50% 6.80% 42.90%  44.40% 4.21 0.97

static configuration plays a

significant role in

expanding market share

Warehouse space utilizatior 2.30%  4.50% 3.80% 43.60%  45.90% 4.26 0.904

system plays a significant

role in expanding market

share

Warehouse inbound and 6.00%  3.80% 3.80% 33.10% 53.40% 4.24 1.102

outbound logistics

coordination plays a

significant role in

expanding market share

Warehouse dynamic and 8.30%  1.50% 9.80% 35.30% 45.10% 4.08 1.165

static configuration plays a

significant role in attaining

higher customer satisfactiot

Warehouse space utilizatior 4.50%  4.50% 6.00% 37.60%  47.40% 4.19 1.046

systenmplays a significant

role in attaining higher

customer satisfaction

Warehouseinbound and 1.50%  3.80% 3.80% 42.10% 48.90% 4.33 0.841

outboundogistics

coordination plays a

significant role in attaining

higher customer satisfactior

Average 419 1.029

Pearsonés Correlations

Correlation analysis was used to determine both the significance and degree of
association of the variables and also predict the level of variation in the
dependent variable caused bye explanatory variables. The correlation
technique is used to analyze the degree of relationship between two variables.
The results of the correlation analysis are summarized in Table 5
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Table 5: Summary of Pearsondés Correl

Information Inventory Inventory Warehouse Performance
technolagy control cycle management
technique counting system
Information Pearson
technology Correlation 1
Sig. (2
tailed)
Inventory Pearson
control Correlation 513** 1
technique Sig. (2
tailed) 0
Inventay cycle  Pearson
counting Correlation 544% 456% 1
Sig. (2
tailed) 0 0
Warehouse Pearson
management Correlation .510** .810** 427+ 1
system Sig. (2
tailed) 0 0 0
Performance Pearson
Correlation .626** .555%* .559** 527 1
Sig. (2
tailed) 0 0 0 0

** Correlation is Significant at the 0.05 Level-{iled)

The correlation summary shown in Table 5 indicates that the associations
between each of the independent variables and the dependent variable were all
significant at the95% confidence level. The correlation analysis to determine
the relationship between information technology and performance of the
private commercial banks in Kenya, Pearson correlation coefficient computed
and tested at 5% significance level. The resoti&ate that there is a positive
relationship (r=0.626) between information technology and performance of
private commercial banks in Kenya. In addition, the researcher found the
relationship to be statistically significant at 5% level (p=0.000, <0.05).

The correlation analysis to determine the relationship between inventory
control techniques and performance of private commercial banks in Kenya,
Pearson correlation coefficient computed and tested at 5% significance level.
The results indicate that tleeis a positive relationship (r=0.555) between
inventory control techniques and performance of private commercial banks in
Kenya. In addition, the researcher found the relationship to be statistically
significant at 5% level (p=0.000, <0.05).

The correltion analysis to determine the relationship between inventory cycle
counting and performance of private commercial banks in Kenya, Pearson
correlation coefficient computed and tested at 5% significance level. The
results indicate that there is a positietationship (r=0.559) inventory cycle
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counting and performance of private commercial banks in Kenya. In addition,
the researcher found the relationship to be statistically significant at 5% level
(p=0.000, <0.05).

The correlation analysis to determinee trelationship between warehouse
management system and performance of private commercial banks in Kenya,
Pearson correlation coefficient computed and tested at 5% significance level.
The results indicate that there is a positive relationship (r=0.527)betw
warehouse management system and performance of private commercial banks
in Kenya. In addition, the researcher found the relationship to be statistically
significant at 5% level (p=0.000, <0.05).

Regression Analysis

In this study multivariate regrdes analysis was used to determine the
significance of the relationship between the dependent variable and all the
independent variables pooled together. Regression analysis was conducted to
find the proportion in the dependent variable (performance ofateri
commercial banks in Kenya) which can be predicted from the independent
variables (information technology, inventory control technigaed,inventory

cycle counting and warehouse management system).

Table 6 presents the regression coefficient oéfrhdent variables against
dependent variable. The results of regression analysis revealed there is a
significant positive relationship between dependent variable and the
independent variable. The independent variables reported R value of 0.897
indicating that there is perfect relationship between dependent variable and
independent variables. R square value of 0.804 means that 80.4% of the
corresponding variation in performance of private commercial banks in Kenya
can be explained or predicted by informati®chnology, inventory control
techniques, inventory cycle counting and warehouse management system.

The adjusted R square in the table 0.798 is called the coefficient of
determination which indicates how performance of private commercial bank
in Kenyavaried with variation in effects of factors which includes; information
technology, inventory control technigues, inventory cycle counting and
warehouse management system. The results of regression analysis revealed
that there was a significant positivdatéonship between dependent variable
and independent variable at (b = 0.
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Table 6: Model Summary

Model R R Square Adjusted R Std. Error of
Square the Estimate
1 897 .804 .798 .1000

Predictors: (constant), Information TechrgypInventory Control
Techniqueslnventory Cycle Counting and Warehouse Management System

Dependent Variable: Performance of Private Commercial Banks
Table 7: ANOVA

Model Sumof  df Mean F
Squares Square Sig.
1 Regression 5.256 4 1.314  131.255 .000°
Residual 1.281 128 0.01
Total 6.537 132

Predictors(constant), Information Technology, Inventory Control
Techniques, Inventory Cycle Counting and Warehouse Management System

Dependent Variable: Performance of Private Commercial Banks

The significance value is 0.000 which is lgkan 0.05 thus the model is
statistically significance in predicting how key performance indicators,
monitoring and evaluation, balanced scorecard and governance structures
influence procurement performance arg@ounty governments in Kenya. The

F critical at 5% level of significance was 119.907.

The regression equation above has established that taking all factors into
account (information technology, inventory control techniques, and inventory
cycle countingand warehouse management systamahstant at zero,
performance of private commercial banks in Kenya will be an index of 0.098.
The findings presented also shows that taking all other independent variables
at constant, a unit increase in information tecbgglwill lead to a 0.752
increase in performance of private commercial banks in Kenya. Maue

was 0.000 which is less 0.05 and thus the relationship was significant.

The study also found that a unit increase in inventory control techniques will
leadto a 0.02 increase in performance of private commercial banks in Kenya.
The Rvalue was 0.042 and thus the relationship was slightly significant. In
addition, the study found that a unit increase in inventory cycle counting will
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lead to a 0.06 increase the performance of private commercial banks in
Kenya. The Pvalue was 0.000 and thus the relationship was significant.

Lastly, the study found that a unit increase in warehouse management system
will lead to a 0.156 increase in the performance of peivatmmercial banks

in Kenya. The Pralue was 0.000 and hence the relationship was significant
since the pvalue was lower than 0.05. The findings of the study show that,
information technology contributed most to the performance of private
commercial banks1 Kenya.

Table 8: Coefficients of Determination

Model Unstandardized Standardized t Sig.
Coefficients Coefficients
B Std. Beta
Error
1 (Constant) 0.098 0.281 0.349 0.000
Information 0.752 0.078 0.563 9.672 0.00
Technology
Warehouse 0.156  0.039 0.307 4.041 0.000
Management
System
Inventory Cycle 0.06 0.016 0.19 3.682 0.000
Counting
Inventory Control  0.02  0.045 0.034 0.452 0.040
Techniques

Predictors: (constant), Information Technology, Inventory Control
Techngues, Inventory Cycle Counting and Warehouse Management System

Dependent Variable: Performance of Private Commercial Banks
The research used a multiple regression model

Y = otboft+ BXo+ BXs+ BXa+

The regression equation will be;

Y=0.098+ 0.752X + 0.02% + 0.06% +0.156%

Where Y= Performance of Private Commercial Banks

bo= Constant

X1= Information Technology

X2= Inventory Control Techniques
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X3= InventoryCycle Counting
X4= Warehouse Management System

= Error Term at 95% confidence | evel
SUMMARY, CONCLUSION AND RECOMMENDATIONS
Summary

Information Technology

The study sought to assess influence of information technology on
performance of private comercial banks in Kenya as the first objective of the
study. A majority of respondents were found to highly agree that private
commercial banks had embraced information technology with regard to its
inventory management activities. Bar coding and eleatnowints of sale were
common among private commercial banks. Correlation and regression results
revealed that this was the most important variable that could perhaps be
explained by the observation from the findings that information technology
was an impdant factor in influencing performance of private commercial
banks.

Inventory Control Techniques

The study sought to assess influence of inventory control techniques on
performance of private commercial banks in Kenya as the second objective of
the study A majority of respondents were found to highly agree that private
commercial banks had embraced inventory control techniques with regard to
its inventory management activities. VMI and JIT were common among
private commercial banks. Correlation and regien results revealed that this
was an important variable that could perhaps be explained by the observation
from the findings that inventory control techniques was an important factor in
influencing performance of private commercial banks.

Inventory Cycle Counting

The study sought to assess influence of inventory cycle counting on
performance of private commercial banks in Kenya as the third objective of
the study. A majority of respondents were found to highly agree that private
commercial banks had dwaced inventory cycle counting with regard to its
inventory management activities. ABC analysis and random sampling were
common among private commercial banks. Correlation and regression results
revealed that this was an important variable that couldapsrbe explained
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