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IMPACT OF INTEGRATED LOGISTICS SYSTEM ON EFFECTIVE
MANAGEMENT OF INVENTORY IN ELECTRICITY

SUB-SECTOR IN KENYA

ABSTRACT

This study attempted to evaluate the perceivedartdal impact of integrated logistics
system (ILS) on effective management of inventarglectricity sub-sector (ESS) in Kenya.
The specific concern of the study revolve aroundesstanding resultant business economic
benefits (BEB) for the sector in terms of improwedtomer service, reduce costs and cycle
time as occasioned by quality ILS management m&cliLS resource activation level and
ILS capability levels. The framework is informed t®gource based view to influence BEBs
in the ESS. Descriptive research using survey ntetvess applied. The target population
consisted of ESS staff in management who use Ib8yTvere purposively sampled and their
opinion sought by use of IS-Impact Measurement Md@emary data were collected
through a questionnaire. Both quantitative anditptale techniques were used to analyse
data. Statistical tests done included correlatiifO&A and regression analysis. The
scientific research method was consistently emplageassure quality control while
observing ethical standards. The SPSS tool wasins#ata analysis. The study suggests
guality management practice and resource activédénel are significant indicators of BEB,
that ILS has played a vital role to improve quatifycustomer service, achieve stock cost
reduction and reduce cycle time in the operatidnB@ESS. This may accrue business
economic benefits in terms of enhanced return vestment (ROI), improved business
practices by relative reduction in stock holdimgproved decision making triggering
increased electricity connectivity and achieventdrget targets. The results will inform
government, ESS and corporate managers on the impHlS on managing inventory. It is
vital to improve capability level on both qualitystomer service and cost reduction, also
improve resource activation level on cost reduction

Key words: Integrated Logistics Systems (ILS), Inventory Maeragnt, Business
Economic Benefits (BEB), Quality Management Pract{QMP), Information technology

(IT).
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DEFINITION OF TERMS

Enterprise Resource Planning (ERP)— The technique and concepts for integrated
management of business as a whole from the viewpdirthe effective use of
management resources to improve efficiency of pritsyr management.

Customer — Those employees and third party contractors who thseservices of the
warehouses.

Cycle Time —The time that passes between the beginning anddimpletion of a given
recurring process.

Integrated Logistics System (ILS) - An IS/IT based ERP Systems ideal for
material/inventory management. Also referred t& AP Material Management (MM)
software.

Inventory - An idle resource of any kind that has potentialnernic value and considered as
locked up capital.

Inventory Management - Is about specifying the size and placement aickstd
materials/goods/ required at a particular locatwithin the ESS warehouses to
protect the regular and planned course of prodacigainst the random disturbance
of running out of materials/goods. Time, uncertaiabd economies of scale come
into play here to achieve optimality.

Lean Logistics - A new approach to effective management of inmgnto achieve speed,
flow and eliminate waste in the distribution cestre

Logistics — That part of Supply Chain process that planglements, and controls the
efficient, effective flow and storage of goods,vsegs, and related information from
point of origin to point of consumption in orderrteeet customer’s requirements.

Logistics Performance Index- A World Bank comprehensive multi-dimensional irde
created to help countries identify challenges apgodunities they face in trade
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logistics performance. Rated on scales of one @\vtodive (best), done by the WB
every two years. It uses six factors; efficiencyality ease, competence, ability and
frequency, World bank, (2012).

System- A set or assemblage of things connected, adsdciar interdependent, so as to
form a complex unity.

Total Quality Management - A holistic approach to long-term success thawa
continuous improvement in all aspects of an orgdiua as a process and not as a
short-term goal. It aims to radically transform thganization through progressive

changes in the attitudes, practices, structuressgstems.
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CHAPTER ONE
INTRODUCTION

1.1  Background to the Study

Globalization and the resulting increased commetihave made many organizations
the world over to quickly embrace information ammanenunication technology in their day-
to-day business processes. This thy do with the dimeducing the costs of logistics and
decreasing the risks related to logistics actigitialone & Crowston, 1991). New
Technology is one of the tools that have been watdda great degree of success especially
in the developed world. However, of necessity 8 tlonstant question, how useful is this
new technology to us this far?
Logistics was a non-entity before 1900 but gaintéehéion since world-war Il. By the end of
the 19" century, logistics interest and impact was phem@ahewith a whole century of
development, we now find many authors who recogimtermation Technology (IT) as a
means to enhance Integrated Logistics Systems @b8)petitiveness. Research puts a very
strong case for systems integration and its p@si@lationship to organizational success. IT
is one of the few productivity tools that is incsegay in capability and simultaneously
decreasing in cost. While there is evidence thajistars Information Systems (IS)
capabilities result in world class performances ilso true that there are numerous examples
where logistics IS extensions have wasted firmuess, Popo & Christine, (2001). Still, in
others cases, profits are eroded because of fatuexamine functional areas where cost
savings might otherwise have been realized, Po@h#stine, (2001).

Many countries such as the Asian Tigers have usade§ic Logistic Management to
improve their strategic position for competitivevadtage. (Bowersox & Cross 1996,

Bowersox & Daugherty, 1995, Christopher, 1994, Sdma@, and Ng, 2001). However,



empirical studies examining the relationship betwaetegrated logistics and effective
performance are few.

The dynamics of IT/IS, particularly its evolutiomdainnovations appear to be very
fast and fragile and requires constant evaluafitve. emerging globalization trends result to
sophisticated customers whose demands requirehéyhidegrated market. As organizations
leverage on integrating logistics, governmentsgrate the logistics processes to impact the
gross domestic product (GDP), rate of inflatiorterast rates, productivity, energy costs and
services availability. According to CSCMP, 2012,2611, US spent 8.5% of its GDP on
logistics.

Investment in logistics is high. For instance, Uferd US$920 Billion in 1999 on
logistics. This was: 10 times more on logisticsvas in advertising; twice the amount spent
on national defence and equal to that spent onagakdare, CSCMP, (2012). Chiang (2008),
confirms continuous evaluation as fundamental. Issyes to evaluate include: determining
cost; measuring efficiency; ensuring quality andtomer satisfaction measure. However,
there has been little quantitative evidence thites LIS capabilities and characteristics to
logistics impact, (Closs, Goldsby & Clinton, 1997).

Scholars and management experts globally agree itmaistrategic logistics
management, true integration has been achieved Wwb#ntotal cost analysis (TCA) and
total quality control (TQC) merge both within eailm and between the set of firms
comprising a distribution channel (Daugherty, Ejgn, & Gustin, 1996; Kenderdine &
Larson, 1988; Mahesh, Ranjit & Sridhar 2008, 2088mantri & Lau 2011). However, a
fundamental question that deserves critical exatimnas whether the integration results in
meeting specific customer needs.

Major factors underlying the development and irderen Integrated Logistics
Management include: globalization; new markets;atge production efficiencies; tap

2



technological competencies; fall of trade barremmd advent of advanced telecommunication
technologies. The development of the systems appraad total cost analysis approach;
recognition of logistics role in the firms customsgrvice programme; profits leveraging
resulting from increased logistics efficiency amdagnition that logistics can help create a
competitive advantage in the market place.

World Bank report on global logistics performancekreowledged a competitive
network of global logistics as the backbone ofrimétional trade and that efficient integration
of logistics for trade and growth is vital. “Tratgistics matter”. However, a large logistics
gap between high and low-income countries is emgrgPolicy-makers in low-income
countries are encouraged to do much more to bastrmance. Comparison between the
2007 and 2010 Logistics Performance Index (LPIl)daids that for countries at same level of
per capita income, those with the best logistiafopmance experience additional 1% growth
in GDP and 2% in trade, World Bank, 2010). Glohatl@ok is very positive, particularly for
Asia pacific region. Dramatic growth of Asian Tige(Singapore, Malaysia, Thailand,
Indonesia), owes much of its success to effectigestics (Sum, Teo & Ng, 2001).

According to German Centre for research and Innona2013), Germany is a
leading Logistics hub in the world with about 28llimh people in the logistics field. The
German Logistics industry accounted for about 2Elvos in 2012, making it the 3rd
strongest industrial branch after automotive aaderfields. Germany was ranked 4th in the
World Bank’s 2012 LPI. In Australia, the performanof the ILS has a major impact on
economy. According to Seventh annual state of LtmgisSurvey for South Africa (CSIR).
(2010). the global competitiveness of South Aficdependent on the effective performance
of the logistics and supply chain sector. The liggscosts as a percentage of GDP in South
Africa are too high as compared to those of BrabHibwever, “When all aspects are
considered, the logistics sector in South Africdagg fairly well”, Ittmann, & King (2010).

3



According to WB-2013, Kenya’s LPI has stagnateatatut 2.1 from 2007 to 2010.
Comparative figures with other world countries fioe year 2012 are: Kenya - 2.59, America
— 3.86, Germany — 4.11 China 3.49, South Afric& 3Btazil 3.2, India 3.12, and Cuba 2.07.
Cost structures increase affects revenues of Goarhand firm’s competitiveness in areas
such as delivery times, product quality, and resp@mess of producers to consumer
requirements continue to be eroded. Kenya neelbsilo its logistics strengths as a tourism,
trade and distribution hub in the region, continemd world.

The Kenya Vision 2030 strategy is specifically tmblto focus on reforms and
development in eight key sectors in the economliarpiAmong them is macroeconomic
stability, infrastructure, energy, and STI (Scien@echnology and Innovation). Critical
problems being addressed include poor infrastracaund high energy costs. The electricity
sub-sector is a major player in the energy setandated to make policy, produce, import,
transmit, and distribute electric energy in Kenjis sub-sector is dogged by apparent over-
pricing, political interference, unhappy customarsl high stock levels. Solutions must be
sought from within by optimizing operations. Higloglstics costs arising from poor
infrastructure and weak controls would result irohbitive electricity energy costs.
Empirically, effective Integrated Logistics is oagea where most benefits may accrue with
minimum input. It is vital then that ILS impact rseto be evaluated.

Over the years, some emerging characteristics apjpeaefine the relationship
between evaluation and impact trends. The grehtefrequency of evaluation, the greater
the chances for effectiveness and eventual imJdet. more developed the economy, the
higher the investments in IT/IS, therefore, theheigthe Integration; that new technology is
relatively better than old technology, yet lesstigod he richer the economy, the newer the
technology. For a firm or country to emerge sudtgsg must do two things: Know its
position very well; continuously leverage its cumreesources in better ways than its
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competitors, by unorthodox means. In Kenya, despadact that most forms of government
evaluation such as Target setting, bench markirtgeaaluation meet stiff resistance from
government employees, there is need to constandiuate impact of ILS to add value to
managerial decisions.

Basoglu et al., (2007), in a research on orgamnatiadoption of enterprise resource
planning systems argues that there is lack of ecafly supported research on ERP systems
and user performance issues. This absence is tieemugivation factor for him to evaluate
the impact of ERP on user performance starting ftben user point. That although past
research has proved IT/IS impact on performance, mfain aspects of the relationship
between IT/IS and performance is the user. Thatntitere of future research must move
towards user performance, user need, and expawatiaherefor follows that any evaluation
of the effectiveness of ILS must seek such knowdefdgm users.

1.2 Statement of the Problem

The implementation of Integrated Logistics Systdéins) in the Electricity Sub-Sector (ESS)
is faced with daunting challenges of globalizatimmd high failure rate (Abugabah, and
Sanzogni, 2009). In Kenya, like in many other jdigsions, the Electricity Sub Sector has
invested heavily in ILS. But, in spite of all thitie sector has recorded above-average tariffs
and annual stock holding continues to escalateglilyeadversely impacting on stakeholders
The effective ILS was intended to improve serviagdivery to inventory users, reduce
material handling costs, and cycle time for implativg organizations, but its impact need to
be evaluated. It was supposed to accelerate ahgttiens in operations, time efficiency and
to consolidate gains in term of business economanehts. This far, the impact of ILS on cost
reduction has neither been documented nor hasirtlee dfficiency strategy in operations

called cycle time been given prominence as a \dtelh to gain business savings. This



research therefore sought to establish the impatitSin improving efficiency in service

delivery, reducing costs and cycle time.

13

Research Objective

1.3.1 General objectives

The main objective of this study was to assessitmgact of ILS on effective

management of inventory in the electricity sub-sett Kenya.

1.3.2

14

15

Specific objectives

To find out the extent to which quality ILS managsmpractice affects warehouse
customer service in the sub-sector

To determine the extent to which ILS resource ation level influences cost
reduction in the sub-sector.

To explore the extent to which ILS capability levetfluence cycle time reduction in
the sub-sector

Research questions

To what extent has quality ILS management practiopacted on improving
customer service in warehouses in the sub-sector?

To what extent has ILS resource activation levéaéd the achievement of stock
cost reduction in the sub-sector?

To what extent has ILS capability level affectectleytime reduction in the sub-
sector?

Justification of the Study

When the ESS’s ability to sustain competitive adage by using proper management tools

such as ILS on their unique resources is guarartteedgh valuable and relevant research,

then | will be justified as an academician. Unlogkithe potential of idle inventory by

employing knowledge-based resources is vital. Sasburces are difficult to imitate, are a
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mainstay for gaining business economic benefitsBBEompetitive advantage and achieve
superior corporate performance. There is need\selde capabilities through research in this
area. The stakeholders such as government, shdeebolsupply chain members and
customers, stand to benefit from this research.eMsw, given that Electricity Sub-Sector
(ESS) impacts heavily on the GDP and the achievepfension 2030.
1.6  Scope of the Study

This study dwelt on ILS activities in the ESS innga. The period from July 2008 to
December 2012 was considered. The 42 warehouses shaly are distributed in major
cities and towns in the republic, as follows; (i@Nairobi (1) in Mombasa, (1) in Kisumu,
(3) In Nakuru, (2) in Eldoret and (1) in Nyeri. Bhiross sectional study was planned to take
seven weeks but ended up taking twice the timwa#t limited to issues relating to Logistics
and the Integrated Concept in managing stock. &search analysed the purpose through the
perspective of the sub-sector and solely looked the internal functions within the ESS
excluding the external environment.
1.7  Limitations of the Study
Some barriers encountered which impacted the cdmoplef this study included scarcity of
resources such as time and funds. Magnitude oflpbpa and the fact that target population
was distributed across the country, the issue sthdce and communication also emerged.
Presence of targeted respondents and cooperatiorgdlelivery of questionnaire, questions
being left unanswered, none- capture of issues asaarifications, body language and lack
of opportunity for respondents to open up alsolehgkd the study.
1.8  Deéimitations
While the researcher noted two respondents whaodeiggnorance, it was possible to quickly
get suitable replacements. For some of the targetsgabndents who were too busy moving
warehouse to a new location, it was possible tib tiem later in their new office. This study
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used a sample, The use of introductory letter, Er&pglish, telephone and e-mail follow-up

and reminders made it possible to build responsedasonable levels.



CHAPTER TWO
LITERATURE REVIEW

21  Introduction

The purpose of this chapter is to highlight the kvot other scholars and researchers
who have documented research work on the areauoly S€Conceptual framework and
empirical reviews are also included to guide thuel gt
2.2  Logistics

The aim of logistics is to provide a good custorservice, low cost, low tied-up
capital and small environmental consequences (dohd®hnson, & Mattson 2005; Shapiro,
1989) concurs. The credibility of logistics opeoatiis based on how good the design of the
system that leads to this kind of logistics is. ¢isiics systems encompass operative
responsibilities, which include administration, ogg@n and purchase and constructive duties
as well as detailed design” (Lumen, 1998). It igoiwed in all levels of planning and
execution — strategic, operational, and tacticafrent broader view of incorporating other
players in the supply chain to achieve more sysaogbenefits in logistic integratioand
practice of lean logistics asreew approach to reducing waste in the distributientres.
Walker and Wilson (2012) in their research casdystin Nokia Supply Chain, contend that
an aggressive integrated strategy alleviates bssim@agedies as happened with Nokia’'s
Logistics team when their supplier for semi-condugtwas suddenly incapacitated due to a
fire.

Oana V., (2007) explored the impact of the respectprocess changes on
organizational performance and argued that impactbe measured at three distinct levels —
Automate, Informate and Transformate. Among theebencited accruing to organizations

are customer service, cost reductions and cycle teductions. O’Leary (2004) found that



the financial benefits are constant across indestand that the non-financial benefits vary
from one industry to another.

Schubert and Williams (2011) agreed that researdhis area is largely descriptive
or prescriptive and outcomes focused. That the aneasent of the fulfilment of objectives in
projects is only possible on a qualitative and eattescriptive level since in most cases it is
not possible to measure concrete success figureamube the objectives have not been set
accordingly. Out of 60 companies sampled, only Ha#ée a ROI. Although they accept that
ERP benefits may be classified into five dimensiemperational, managerial, strategic, IT
infrastructure and organizational, they are worlonga broader classification.

2.3  Logistics Implementation levels

Many establishments employ equivalent of billiorfsdollars and countless hours
implementing ERP for better performance, yet thieifa rate of ERP implementation is very
high, (Abugabah, & Sanzogni, 2009). Their resedodused on understanding the failure
factors ignoring other important aspects. By usé¢hef IS theory, proposing that users can
best evaluate effectiveness of an ERP, the papecludes that failure rate of ERP
implementation is very high, due to lack of top mgement support and lack of training. The
research attempts to evaluate actual impact of &REm on its user performance by use of
a well-established theoretical framework startingnf the proposition that an information
system can't by itself affect the productivity tbe main efficiency factor lies in the way
people use these technologies. (Botta — Genoulalz, @007).

Daugherty et al., (1996) in their paper, “Integdategistics: achieving logistics
performance improvements”, presents the resultsa cfurvey of logistics executives
concerning their perceptions regarding integrabggstics. It focuses on an assessment of the
current level of implementation of the integratedjistics concept among US firms and
provides support for a relationship between integna and logistical performance
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improvements. The paper reveals that the resulte kignificant managerial implications as
more organizations place emphasis on supply chanagement, and that internal and
external integration are necessary to facilitatanciel-wide linkages and enhance channel
efficiency. Presumable as a consequence of thiso#tmet such positive researches, many
developing countries invested in the ILS hopingeap the same benefits. This has not been
tested. Further, since their research, there id teeeeplicate the research not only to confirm
the findings, but also to find if the understandoigntegrated logistics is shared too.
Daugherty et al., (1996) argue that early discusssaf integration were, for the most
part, limited to integration within a firm. Stau@987) concurred arguing about the need for
interdepartmental and intradepartmental logisttegration. Kenderdine and Larson (1988)
advocated for wider integrated logistics throughibet entire channel system for competitive
advantage.
The ILS software package is used as an enterpgmmirce planning (ERP) tool across the
four institutions in the ESS. However, although thel has the same capacity, quality of
management practices, activity levels and intedyalamics in respective firms may differ,
therefore resulting performance levels in differiemhs may differ.
2.4  Quality of Management Practices
2.4.1 Quality of decision making and quality of internal operations
Quality management practices impact performancalitfQwf decision Making and Quality
of Internal operations are vital components fomgey competitive advantage and effective
use of resources. Flynn B.B., et al., (2007) inirtrexploratory investigation of the
relationship of specific quality management pragito quality performance argue for both
core quality management practices and for the stifuature that creates an environment
supportive of their use. By use of multiple regmssanalysis they established that top
management support and workforce management aee twt supplier relationships and
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work attitudes were important infrastructure comgmas for quality practices and quality
performance measures. The results may be intecpiretbe light of Gavins eight dimensions
of quality: Performance, features, reliability, doility, serviceability, conformance,
perceived quality and aesthetics. Garvin (1991 )weéier, this research did not come across
such endeavors having been recorded in Kenya.

2.4.2 Resource activation level

Measuring Impact of ILS across the integrated chairvital. Remko & Hoek, (1998)
proposed and developed a preliminary frameworkrfeasuring Unmeasurable performance
across supply chains. This was necessary sinceidraad performance measures limited the
possibilities to optimize supply chains, sincevitsw was limited. The ILS, a supply chain
concept fundamentally changes the nature of orgainizs, since control is no longer based
on direct ownership and control, but rather basedntegration across interfaces between
functions and companies. These impacts measureroénperformance. Traditional
measurement approaches were abolished and a sthgply measurement system developed.
While the perception of the level of automationitades appreciation of the direction the
sector takes in relation to automation, the leviethard-party contracting will point at the
utility of the potential of the ILS. The integration the sector will impact level of electricity
customer connectivity in the country, which thetsets created to serve.

25  Capability level

2.5.1User awareness of LS system

User awareness about the ILS system is necessargs 40 enable the user to act. As
postulated in the knowledge based theory, Karl0{20seeking to expand the field of
knowledge management and intellectual capital beyitsr operational and often inwardly
technological focus to a new theory of the firm gegfs a resource-based perspective, to
guide strategy formulation. By transferring and eeming knowledge externally and
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internally to the organisation, people use thepacaty-to-act in order to create value. Each
time knowledge is transferred or conversion takasq) value grows. Managers must pursue
a knowledge-based strategy to improve employeectgpa-act both inside and outside the
organisation.
2.5.2 Knowledge of organization and capital structure
According to Michalski G., (2008), If the benefitsom holding inventory at a level
determined by the firm is greater than the negaftiweact occasioned by holding the said
inventory, then the value of the firm will grow oviéme. The ILS tool is intended to assist
management to determine the levels of inventorgngt given time otherwise referred to as
on-line —real-time information systems. Further t#hS maintains a dynamic integrated
information on internal divisional integration pyoviding inventory, financial, management
and manufacturing information at all strategic lseyebe it corporate, managerial and
operational. Horizontal, vertical integration is@lfacilitated, such that the user is able to
create and maintain communication links with wholethe supply chain for economic
benefits.
2.6  Exploring and Measuring the I mpact of ERPs

Motivations for ERP implementation include bothihteical and business reasons such
as:- Enable business growth: Replace disparatemgstimprove inefficient BPs: Reduce
software maintenance burden by outsourcing: Reussess operating and administrative
expenses; Eliminate redundant data entry: Redueentary carrying costs: Reduce data
errors: Acquire multicurrency IT support: Decreasmmputer operating costs: Eliminate
delays and errors in filling customers’ orderselfirate applications cross-functionally and

Standardize procedures across different locations.
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2.7  Possible Analysis Pathsfor ERP

According to Shang and Seddon (2002), ERP benefitganisations at five
dimensional levels: operational, managerial, stiatd T infrastructural, and organizational.
Dehning and Richardson, (2002) put forward a franr&what captures five analysis paths of
the relation between IT and firm performance. Tingt iand most analysed link is the direct
relation between IT and firm performance. The sd¢cdess analysed link provides insights
into the relation between IT and business proddB3 (heasures such as gross margin, profit
margin, turnover ratios, inventory turnover, cuséorservice, quality, and efficiency. The
third path analyses how these process measuresireonib determine overall firm
performance. The fourth and fifth show that contekfactors (e.g. industry, size, financial
health, IT intensity) may affect the IT impact oatlb BPs and overall firm performance,
Oana V, (2007).

At the project phase — success is measured in tefpoject cost, completion time,
and system functionality top management suppdfigcteve project management, business
process reengineering (BPR), education and trainiegr involvement, and vendor support
(Somers & Nelson, 2001; Nah and Lau, 2001; Al-Mashkgaal., 2006). At the shakedown
phase when the implementing company goes throughptist-implementation adjustment
period, these measurements are concerned with waprents in BP performance: the lead-
time, service time, wait time and utilization, Oaf2007). At the onward and upward phase
when most of the benefits are expected and whercdhgany plans further system and
business development, success is measured in téreaenomic benefits, improved business
practices, and improved decision making.

A criteria to measure implementation success ofopmance must be established.
Usually, in technology-based evaluations, succesmeéasured through expectations and
perceptions of those involved in the implementatibnaddition to the internal subjective
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measures, Oana, (2007). Markus et al., (2000) revwamd the use of external criteria of
success, such as operational and financial metacs] the organization’s goal for
implementing the ERP system.

2.8  Meeting Specific Customer Needs

Dezdar and Ainin (2011) examining ERP implementatsuccess from a project
environmentidentified factors that are crucial for the sucbdssmplementation of ERP
systems. They found a significant relationship leetv project management and team
composition with successful ERP implementation. EB&Bpting organizations and managers
gain an understanding of the complexities inhem@®RP installations to avoid barriers and
increase the likelihood of achieving desired resulhe journal publishers comment that this
study is one of the few that examine the succedSR® implementation. Although it has
produced empirical evidence in support of theorycdtical success factors and ERP
implementation success, post-implementation evialnatas not mentioned.

Sumantri and Lau, (20113tated that high logistics performance contributes
increased operational efficiency, improved acceégyibto international network and
increased trade volume. They identify informationd acommunication technology and
logistics service providers among key drivers af #tonomy in Indonesia. Indicators of
effectiveness include improving operational levielproving customer service, accessing
resources, reducing cost, focusing on core businasseasing market share, improving
business performance, and developing business netwo

Mahesh et al., (2008) gives an overview and concéptarehousing. Analysing the
situation in warehouses by examining four of thggbst retail warehouses in Sweden,
comparing the situation to the theoretical framdwdihey posit that merely installing the
newer methods such as Integrated Logistics Systas dot mean that the system is effective
and efficient; there is also necessity of a stremgluation mechanism. By a mix of latest and
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traditional strategies, technologies and methdusy achieved efficiency. They however, fall
to mention how impact may be measured.
29  Improved Customer Service

Customers served in the warehouses include bathhaitand external customers. The
object for business is to satisfy a need. The mtidervice itself has to sell; customers should
be attracted to it right away. It has to be packate right way, product has to work.
Customers using the product/service will talk abduto potential prospects. The right
product also needs approval from the target matkstrategically located business requires
heavy research and analysis before settling omptive place promotion and people. The
target group should be questioned through survElye.location has to be convenient and
customers should be able to remember the spotpiite should be high enough to cover the
costs but low as well to attract customers. Proomotieeds to be done at the right time.
Intensive campaigns to the right target group &®essary, finding as much about people as
possible, giving them the best service deliveranié understanding legitimate concerns. In
the ESS however, meeting specific customer neecsnies a problem, since the ESS is in a
controlled market where government determines tioe p

Quality improvement is the actions taken throughtbet organization to increase the
effectiveness of activities and processes to pewadded benefits to both the organization
and its customers. Basic ways of bringing aboutraw@ment in quality performance are by
better control and raising standards. (ISO). Thalityuof electric power is in its constant
presence, in the right voltage and safe.

Productivity is said to have improved when morepautis achieved for the same
input, or when the same output is achieved frora legut. To improve productivity, factors

including the process itself, the equipment andlmery used, the workforce or the indirect
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processes affecting production must be addressegroement should be viewed as a
continuous cyclic process, a course of action basadformation collected.
210 Reduced Costs

Reduced product costs result from optimizing albgaisses costs. Starting from
procurement process, unit costs optimization by afseptimized procurement processes,
optimizing manufacturing, storage distribution atiministrative costs. Due to inflation, this
remains a challenge. Scholars and management sxgktbally agree that in strategic
logistics management, true integration has beeraett when both total cost analysis (TCA)
and total quality control(TQC) merge both withinckdirm and between the set of firms
comprising a distribution channel (Kenderdine & d@r 1988, Daugherty, Ellinger, &
Gustin, 1996, Sumantri & Lau 2011, Mahesh et &08). However, a fundamental question
that deserves critical examination is whether titegration results in better service to the
customer.

211 Cycle Time Reductions

Cycle time relates to the strategy of speed. Asaponpoint to achieve competitive
advantage, a business entity should endeavoudt@eeactivities cycle time to the minimum
possible, by eliminating all redundancies. Cycheetireduction processes helps one examine
each step in a core process and guides a teandesigaing each process to make it more
effective, more efficient, more flexible, and lesgensive while maintaining or improving
quality.

Improving strategic focus involves constantly makimique business choices which
stand the test of competition over time enabling Ilisiness entity to survive and thrive.
Singapore has recorded phenomenal economic gromaé smidependence. Sum, Teo and Ng,
(2001) in one of the first major studies on Stretefhogistic Management recognize
Integrated Logistics as a critical factor for conijpee advantage, Bowersox & Cross (1996),
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Bowersox & Daugherty, (1995) and Christopher, ()9@8cur. Manjunatha et al., (2005) in
a case study in India present a novel method oéldping an integrated logistics model for
organizations using the SCM system, succeedindjrtonate the drawbacks of existing ILS
models.

The World Business Council for Sustainable Develepm (WBCSD, 2012)
developed a framework that can underpin the licenseperate, improve the quality of
stakeholder engagement, help manage risks moretieéfly and identify ways to enhance
the business contribution to society. They arguwas #il action without reflection leads to
failure. They conclude that we must measure busiimepact to society by asking ourselves:
Where did we start? Where are we now? Where ateeading? Where do we want to be and
how will we know?

212 Conceptual Framework

For this study, independent variables are relatetié management of ILS, while the
dependent variable is business economic benefE8) i terms of quality customer service,
cost reduction and cycle time reduction. BEB isa&fent on many variables but this study
focuses on three being quality of management estiresource activation level and

capability level as presented in the conceptuah&waork (fig 1).
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FIGURE 1
Conceptual Framework

INDEPENDENT VALIABLES INTERVENING VARIABLES DEPENDENT VALIABIES
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1
Source: Author, (2013)

2.13 Interpretation of Variables

2.13.1 Quality of Management Practice:

Quiality of decision makings variable across different entities in the-sector. The quality
of decisions by management essentially determiaesticcess or otherwise of the instituti
The higher the quality of decisions, the higher ¢éltsenomic benefits in terms of custor
service, reduced costs and c\ time reduction among othepgrformance targets is a part
guality decisions and can be used to measure y management practi. Quality of

Internal operations is essentially how well theuattoperations are currieout. The
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efficiency and effectiveness forms the quality.gAality devoid of wastage, tending to
perfection will impact positively on of customerngee, costs and cycle time, thereby
accruing vital business economic benefits.

Resource activation level

The ILS user ought to be conversant with the system as to be able to apply it
appropriately. Basic education, skill training, gmoper understanding of the ILS gives the
user the necessary awareness of ILS system teceorahte. For any economic activity to be
worthwhile, its Cost of working Capital must be lwthan its net returns. Level of
automation which is a part of activation level nia used to measure level of activation.
This must not only be perceived to be, but musi aks true. Internal dynamics will then be
brought to bear on all classes of individual playe¢o appreciate and determine the cost of
capital.

Capability Level

The capability level will impact utilization of tH&S, resulting in business economic benefits
for the sector. While the Level of Automation imfsmdhe internal operations of the
individual warehouses in a company, Level of tipadty contracting indicates how much the
internal customers engage services of others wherdeprimarily on the services of the ESS
warehouses to achieve their contractual obligatiditmately, the ESS is mandated to
enhance electricity power customer Connectivitthe country.

Business Economic Benefits (BEB)

This study considered only three factors to repreB&B; customer service, cost reduction
and cycle time reduction as the most important.rowpd customer service affects output and
positive attitude, thereby increasing turnover.nbwer increase in turn improves the overall
performance of the firm. Cost reduction on the oth@nd affords lower prices and better
margins, therefore improving profitability and coatiiveness of the firm, a vital BEB.
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While cycle time reduction saves on time for eaod avery operation and process. This
reduces cost of working capital, thereby accruingBB All these are guided by the
environment composed of the intervening variablé®se are beyond the control of the ESS
and include political, economic, social, technotedji environmental and legal factors. They
may emanate from the local, regional and globalirenment. Some of them are: Trading—
blocks agreements; inter-country tariff and nonitarade barriers; statute; government
policy; purchasing and procurement oversight auth@gPPOA). No attempt was made to
measure their effect on performance in this study.

2.14 Theoretical framework

2.14.1 Resource based theory

The resource-based view (RBV) of a firm was advdrng Penrose, (1959) and first named
by Wernerfelt, (1984). in his article “A Resourcadgd View of the Firm” It explains a
firm’s ability to deliver sustainable competitive\eantage when resources are managed such
that their outcomes cannot be imitated by compstitwhich ultimately creates a competitive
edge. That a firm's sustainable competitive adwgmtés reached by virtue of unique
resources being rare, valuable, inimitable, nodaide, and non-substitutable, as well as
firm-specific. The key points of the theory as tethto our research are: Identify the firm’'s
potential key resources — ILS and potential of Idieentory; These resources fulfill tviRIN
criteria simultaneously:

Valuable— ILS and potential of Idle inventory will enab£SS to employ a value-creating
strategy, by reducing its own weaknes$are— in that only the sector holds and owns the
resource, stock, the skilled manager and the dkil@rker. In-imitable — the valuable
resource is controlled by the ESS onNon-substitutablein that, stock reduction is a
managerial capacity, trained skills are companyiéipe Care for and protect resources that
possess these evaluations, because doing so cesvargrganizational performance
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That "resources" can be divided into resourcescapdbilities have been adopted throughout
the resource-based view literatuire this respect, resources are tradable and nacifgpt®

the firm, while capabilities are ordinarily firm-sgfic and are used to engage the resources
within the firm, such as implicit processes to sf@en knowledge within the firm. This
distinction encompasses idle stock, managemenwankkr skills as resource and capability
respectively.

Caldeira & Ward, (2003) considered how resourceetbabeory (RBT) can be used in the
adoption and use of information systems and inftionaechnology (IS/IT). They conclude
that key differentiators for long-term success®lT deployment reside within the context of
an organization, based on organizational compegencihey identified two factors that
appeared to be the determinants of the differemldeof success in IS/IT adoption and use.
The two factors were also primarily associated whig internal context of the organization.
Just like they did, this research will analyzefitglings from the perspective of the RBT as
extended by the KBT of the firm to understand theact of ILS in the ESS.

Further,Kalling, (2003), describes the processes that fam$ managers go through seeking
to create and sustain competitive advantages usiigrprise resource planning (ERP)
systems, based on resource-based view (RBV). Theuree management framework
emerging therefrom describes cognitive and cultfaetors that support or hinder progress,
among them being uncertainty, knowledge gaps, kedgd transfer issues and the problems
of ensuring that ERP usage is converted into comeetdvantage. Further, the framework
also addresses managerial implications.

As extended by the knowledge based theory of tine fKBT), which considers knowledge
as the most important resource of the firm. Knogktased resources are difficult to imitate
and socially complex, varied knowledge bases amalmities among the firms are major
determinants of competitive advantage and supedguorate performance. This knowledge
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is found in many forms such as organisational celtidentity, policy documents, systems
and employees, Grant, (1991) & Makadok, (2001).
215 Operationalization of Variables

TABLE 1

Operationalization of Variables

Main Objective Variable Secondary Variable Indicators
Independent Variable
Quality of Management  Quality of Decision Making
Practices
Quality of Internal operations
Resource Activation Level Third party Contractors
Level of automation See
Business | Capability Level User awareness of ILS indicators
Economic on
Benefits Dependent Variable Apﬁ?d'x
Customer Service Customer Service
Cost Variation Cost Variation
Cycle Time Variation Cycle Time Variation
Overall Performance Overall Performance
Source: Author, (2013)

216 Study Gap

The existing literature has revealed major gapgirmanfrom global to the Kenyan
context in the topic under study. Globally, evaloatof impact of ILS has not been accorded
enough attention, more so in developing countfiégre is limited research on ILS in Africa.
Evaluation before, during and after implementatbilLS is vital. In Kenya, there is need to
document impact of ILS, more so given the huge stments in IT/IS, and logistics for

integration in the electricity sub-sector.
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CHAPTER THREE
METHODOLOGY 3.1 I ntroduction

This chapter outlines the research methodology ithased to answer the questions
raised in the study. The purpose of research desigo facilitate the research to be as
efficient as possible, yielding maximal results.rthar, to provide for the collection of
relevant evidence with minimal expenditure of effdime and money. It considers; the
means of obtaining the information; availabilitydaskills of the researcher; explanation of
the way in which selected means of obtaining infation is organized and the reasoning
leading to the selection; the time available fog tesearch and the cost factor relating to
research, Mugenda & Mugenda, (1999), Kothari, (2004
3.2  Research Design

The descriptive method was adopted, where the ndsgasought to describe the state
of affairs as per time of study. The researcherr@adontrol over the research environment.
Non- experimental design was adopted, cross settiowolving collection of data at a
specific point in time. Topical scope was statatievhere inference from sample was made
about the population. Research environment wa&dltewhile unit of analysis is individual
warehouse location and unit of measure is the iddal respondent.
3.3  Target Population

In this research, the population of interest wa8Q@ employees of ESS. The target
population consisted of those ESS staff in managenvbo use the ILS. ILS users fall into
two broad categories; primary and secondary uBenmsary users are warehouses employees
who implement and use ILS in their day-to-day opers. Secondary users are those in
integrated divisions and are customers of the wares.

Integrated divisions for the study purpose inclydagplies section who procure all
materials all of which must pass through warehoasestock items, IT-ILS support experts

24



who ensure that ILS user needs are met, financeageament accounting staff who gather
financial information by linking ILS with IFS, digbution chief officers who plan and design
jobs interfacing with ILS and whose constructionl amaintenance teams use ILS to interface
with DCS to draw materials from the warehousesisippart department senior officers whose
vehicles transport materials (Goods in Transitp imnd among warehouses using ILS
interface with TMS.
34  Sample Design

A sample design is a definite plan determined leetory data are actually collected,
for obtaining a sample from a given population. iDslate sampling/ purposive /non-
probability sampling was used. Judgment sampling wsed to arrive at employees who use
ILS and are in management, Kothari, (2004).
3.4.1 Sampling procedure

From the sampling frame of 644 consisting of ES$legees who use ILS and are in
management, a sample of 94 was envisaged as simothe itable below. The sample was
made up of employees in the ESS, who use ILS,mmanagement, and they are within
Nairobi. The reason being that employees in managerre deemed to have a fairly high
level of education, good command and understanafisgstems and the company as well.
34.2 Samplesize

The study used a sample of 94 respondents, madéalpemployees in management

who use ILS and are in Nairobi, Kothari, (2004).
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TABLE 1

Sample Size
All employees in
Employees who use| management who use
Players Employees ILS ILS and are in Nairobi
KP 12,600 600 68
KenGen, 1,000 30 12
KETRACO 200 7 7
REC 190 7 7
Total 13,990 644 94
Source: Author, (2013)

3.5  Study Location

The study was conducted in Nairobi and its envirddairobi the capital city of
Kenya is a business hub on the equator. Nairobickasen since this is where most of the
warehouses as well as the bulk of value of stockeisl. The head offices of respective
players are also located in Nairobi, where managedsother key personnel may be found.
Most activities, policy matters and decisions aamat the head office. It was also possible
to save resources such as time and money, avatialthe researcher, since the research is
self-sponsored.
3.6  Data Collection

This study collected primary data using a questmenas a tool. Considerations
including: Nature of investigation, objective scameinquiry, financial resources available,
time, and desired degree of accuracy came inta play
3.6.1 Secondary data

Secondary data were obtained to supplement primaty. This was obtained from
authentic sources such as existing official repartd documents from the named entities,
journals, other researches in the area and any mglerant document from the libraries and

internet. Academic standards in relation to refeesrwere observed.
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3.6.2 Primary data

The primary data were sought due to its proxinatgaource of truth and its immense
value in the study. Audited books of accounts,alifprbooks, periodicals and other relevant
publications were used.
3.7  Construction of Research Instrument

The study formulated a questionnaire based on G&8adera, and Chan, (2008
Impact Measurement Mode&tructured, semi-structured and unstructured questivere
used to help the researcher get enough informafime. degrees Likert-type scale was used
as much as possible to administer the independamables, to ease data summary and
allocating scores (Kothari, 2004). This study pmefé questionnaires because they are
familiar to most respondents, they are cost-effedio administer in terms of money and time
and are easy to analyse. Further, using questi@aaia tool, confidentiality is maintained,
respondents have enough time to think through arelwgell thought-out answers relevant to
the study. Questionnaires were administered usiagdrop-pick-later” method as well as e-
mail.
3.8  Validity and riability

Pilot test, validity and reliability are discusskdlow. Pre-testing and piloting were
done by piloting the questionnaire with a sampl@ oépresentatives of the target population
quite separate from the sampled group. Pre-tespdodstudy revealed deficiencies within
the instruments which were rectified before theyenvadministered to respondents. Pre-test
run and piloting were done to increase reliabgityl effectiveness of the questionnaire.

Validity defines the strength of the final resu#tsd whether they can be taken as
accurately describing the real world. It encompagbe entire experimental concept and
establishes whether results obtained meet thersrgants of the scientific research method.
Internal validity is built by following all the sps of the scientific research method. This
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research measured reliability and appreciated matteralidity. Reliability is an essential
component of validity. It describes the repeatgbdnd consistency of a test. It was tested by
use of Cronbach’s Alpha analysis whenever a Likertype scale was used, (see also
appendix v). As a measure of internal consisteaggore of between 0.70 and 1 is normally
acceptable, Tavakol & Dennick, (2011).

3.9 DataAnalyss

This study attracted both primary and secondarg.dabr secondary data relating to
trends, was used. Primary data were analysed a&aseémted in form of frequency distribution
tables, graphs, charts and percentages. Statiftaetage for Social Sciences (SPSS) tool
was used. This tool was chosen because of its ibpgacgenerate statistical information,
increased accuracy and saving on time, comparethtwal data analysis.

Statistics used included mean, mode for indicatipgnion of most respondents;
standard deviation to indicate dispersion. For teftrelationships between variables,
correlation and regression were used.

Regression analysis:
Y =Bo+ BrX1 +B2Xo +B3Xs+ € (1)
Whereby Y = Effective Performance (dependent valuable)

X1, X2, X3 are predictor variables

Bo, B1, B2, andps are constants.

eis the error factor
Predictor variables X;= Quality of management practice

X2 = Resource activation level

X3 = Capability level
High ethical standards were maintained. Permissiordo this research and to collect data
was sought and obtained from the university ancetiexgy sector.
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CHAPTER FOUR
DATA ANALYSIS AND DISCUSSION OF RESEARCH FINDINGS

4.1  Introduction

This chapter presents the results of the fieldae$eand covers the research findings,
data analysis and discussion of the findings. Detbee statistics was used in analyzing the
data. The main purpose of this study was to agbessnpact of quality ILS management
practice, ILS resource activation level and ILSataity level in terms of business economic
benefits (BEB) on managing inventory in the eledlyi sub-sector in Kenya, by seeking and
establishing opinion of the owners, users and costs of the ILS, particularly in improving

efficiency in service delivery, reducing costs aydle time.

This research attempts to evaluate actual impatt®fsystem on its user effective
performance and perception, agreeing with (BottaGenoulaz et al., 2005) that an
information system can’t by itself affect the protivity but the main efficiency factor lies in
the way people use these technologies. The suljeotvledge was captured through
structured questionnaires to the staff memberssassiand warehouse customers in relation
to the impact of ILS in improving customer servigeachieving overall stock cost reduction
as well as the extent to which this resource ILS imapacted cycle time reduction in the
sector. Two managers interviewed confirmed moduoiplémentation levels to be the same
across board. Also, the research examined auditeahdial statements. This research
measured technology-based impact through expeesatiod perceptions of those involved in
the implementation and use as well as by intemnajlestive measures, as advocated by Oana,
(2007). Further, external criteria of success, aghnancial metrics were used, as advocated
by. Markus et al., (2000) The resource based vigamrose, (1959), Wernerfe(tt984). and

knowledge based theory Grant, (1991) & MakadokQ{30also informed the analysis.
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The ESS players encourage sharing warehouse serpwwesuant to what Kenderdine
& Larson 1988 called true integration. Here, (TG&)d (TQC) merge in both internal and
vertical integration within and among players coisipg a distribution channel. Therefore,
one will find that warehouses in KP serve REC anHTRACO, which concurs with
suggestions made by Mahesh et al., 2008 and s@gpoytSumantri & Lau 2011,). This aims
at enhancing customer service, reducing costs yrid tme.
4.2 Response rate

The total number of respondents targeted for thelystvas 94. Majority of the
targeted (74.5%) responded to the questionnairdsle\Viivo responses were rejected since
the respondents indicated they either did not kndvat to fill in or they reserved their
opinion, another three were returned partiallye@llland the targeted respondents indicated
that they were short of time. Therefore, amongageted sample of 94, 70 (74.5%) proceed

to data analysis. (see table 3 below). The resblisined are discussed below.

TABLE 2

Summary of the Key Respondents

Organization Sample Respondents Per cent (%)
REC 7 6 85.7
KETRACO 7 5 714
KenGen 12 8 66.7
KPLC 68 51 750

Total 94 70 745
Source: Author, (2013)

4.2.1 RespondentsBio data
This section dealt with the background informatiand personal profiles of the

respondents. The areas discussed include gen@eanadevel of education.
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Gender of the respondents
The study sought to find out the gender of staffnbers of the ESS as a research
practice. Among the staff members, 65.7 % were msleompared to the female (32.9 %) as

shown from table 4 below.

TABLE 3

Gender of the Respondents

Frequency Percent Valid Percent Cumulative
Percent
Female 23 32.9 33.3 33.3
Valid Male 46 65.7 66.7 100.0
Total 69 98.6 100.0
Missing -999 1 1.4
Total 70 100.0
Source: Author, (2013)

From the findings, it is evident that majority bktworkers in the ESS are male. This
could be attributed to the nature of work carriedia the organization which tends to favour
the male as compared to the female.

Age of the respondents

The researcher sought to know the age of resposid@egorized in age brackets.
The response is given in table 5 below.

TABLE 4

Age of Respondents

Frequency Percen] Valid Percen| Cumulative Percer
18 — 30 5 7.1 7.1 7.1
31 -40 29 41.4 41.4 48.6
Valid 41 - 50 29 41.4 41.4 90.0
51 - 60 7 10.0 10.0 100.0
Total 701 100.0 100.0
Source: Author, (2013)
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As for the age brackets of the respondents,18 tgedds were 7.1 %, 31 to 40 years
made 41.4% of the respondents, 41-50 years (41.4a%@ 51-60 years were 10%. as
illustrated in table 5 above. The larger group ¢fme, (82.8 %) falls between 31 and 50
years. The idea of giving age bracket was pareakgating general biodata in the warehouse
for the designated respondents and determinesthtonship between different age groups
and their knowledge on the impact of the Integrdtedistics System (ILS) for managing
inventory.

Level of education of respondents

Basic education gives exposure, ups reasoning ewral bf skills to communicate.
Generally, the higher the level of education, theaber the view and the more exposed. The
study sought to establish the level of educatiostaff members.

TABLE 5

Level of Education

Frequency Percen| Valid Percen| Cumulative Percert
Primary School 3 4.3 4.3 4.3
Secondary 6 8.6 8.6 12.9
Valid Polytechnic/ Colleg 13| 18.6 18.6 31.4
University 48| 68.6 68.6 100.0
Total 70| 100.0 100.0
Source: Author, (2013)

Out of the 70 who participated in this study, old{.3 %) had primary level
education, 6(8.6%) had secondary level educatibinteen (18.6%) had college level of
education while the remaining 48 (68.6%) had astlea degree. This implies that most
workers in the organisation are educated to uniyelsvel as shown in the table below.
Generally, well-educated employees are knowledgealrld their opinion, action and

decisions are well- thought out.
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Type of user
The researcher expected to deal with two classesspbndents, those who routinely
use the ILS and those who by nature are custonfid¢he avarehouses and therefore, use the
ILS but not on a daily basis. Warehouse operativekin-charges form the users.
TABLE 6

Type of User

Frequency| Percent | Valid Percenff Cumulative

Percent
Customer 32 45.7 45.7 45.7
Valid warehouse-in-charge 38 54.3 54.3 100.0
Total 70 100.0 100.0
Source: Author, (2013)

On the nature of interaction with ILS, the resuéigeal that a great majority (54.3%)
are either warehouse manager or operatives, whoahyre have to interact with the ILS
system continuously in a day. The remaining, 45wWéfte customers. These findings indicate
that there was a good spread of respondents betwsssea and customers of the ILS in the
ESS. Representation of both users and customersawdal aspect to assist the researcher
get opinions from both the two groups. Largely, ttesults of this study capture the
integrated nature of interaction with ILS to managesntory.

Frequency of Use of ILS

To be in a position to comment about the ILS efiety, it would be imperative to
opinionate from a point of knowledge about the sobjmatter. One of the ways the
researcher used was the level and degree of exptésuhe ILS system. The researcher

targeted respondents who interacted with and uSe IL
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TABLE 7

Frequency of Use of ILS

Frequency Percen] Valid Percen| Cumulative Percer
Other 1 1.4 1.4 1.4
Never 3 4.3 4.3 5.7
. rarely 10 14.3 14.3 20.0
Valid
Weekly 6 8.6 8.6 28.6
Daily 50( 714 71.4 100.0
Total 70| 100.0 100.0
Source: Author, (2013)

When the respondents were asked how often thejL@seut of the 70 respondents,
majority of them (71.4%) indicated that they usediily, 15.7 % rarely used it (this includes
the class of others” who had specified that thegdus monthly). Eight point six percent used
it weekly while (4.3%) never use it at all. Thisregs both with nature of interaction (see
above) and what the research found on the groumileWsers interact daily with the system,
customers would require routine weekly or monthiieraction to derive reports from the
ILS. Such customers include those from financetoensr-service and also distribution and
third-party-customers, as well as from transport.

Wage Bracket:

The wage group was intended to further confirm tlesfpondents are actually at
management level, where the wage brackets start &bout 40 thousand. But since the
researcher felt that this should not be too conspis to the respondent, different brackets

were used. Still the same conclusion can be derived
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TABLE 8

Wage Bracket of Respondents

Frequency Percen| Valid Percen| Cumulative Percent
50 and beloy 10| 14.3 14.7 14.7
51-100 20 28.6 29.4 44.1
, 101 - 150 14| 20.0 20.6 64.7

valid 151 - 200 15| 214 22.1 86.8
201+ 9] 129 13.2 100.0
Total 68| 97.1 100.0

Missing System 2 2.9

Total 70( 100.0

Source: Author, (2013)

Out of the respondents, 13.2 % were earning ab00el®usand shillings and 21.4%
were earning 151 to 200 thousands shillings. Fur(®2€.0%) were earning between 101 -
150, thousand shillings while a significant 14.3M4re getting the wage of between 51- 100,
000. Finally, only 14.3 % earn 50,000 and belower€ffore, 85.3 % of the respondents earn
above 50 thousand shillings. Thus we may say that rof the respondents are well-paid
officers of the company. Further, this affirms #esumption made by the researcher initially
that level of pay is generally a good indicatosehiority, (see table 9).

Work Experience

It is imperative that opinion be sought from the stninformed. The researcher
anticipated that to have risen to management lebel,respondent must have had wide
experience, knowledge and exposure in the ESS lfandigld of SCM, and therefore, best

placed to give an opinion on behalf of the wareledus/'she heads.
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TABLE 9

Years Working in Organization

Frequency Percen| Valid Percen| Cumulative Percent
5 and below 16| 229 22.9 22.9
6-10 17 24.3 24.3 47.1
Valid 11 - 15 10 14.3 14.3 61.4
above 15 27| 38.6 38.6 100.0
Total 70( 100.0 100.0
Source: Author, (2013)

When the respondents were categorized by the nuofilyears in service, (38.6 %) of
them indicated they had worked for a period of nthen 15 years in the ESS, while 24.3 %
had been in the ESS for a period of 6-10 yearssé&hkho had been in service for a period of
5 years and below were (22.9 %) and a minority 24.8ad been in the organization for a
period of 11-15 years. This implies that 77.1%h# tespondents have been in the ESS for
the whole period under study since 2008. Therefloecevidence supports the researcher’s
view and further gives credence to the opiniony thee about the issue under study.

The study revealed that most of workers in the hawmees are well-placed in terms of
long term professional service. It also shows tthatse who had worked for the very
minimum number of years among the respondents weseall proportion. These data
provide a clear indication that majority of the wexrs interviewed had served for a long time
and expectedly gained the necessary experience&dBas this, it was expected that they
would have a significant level of knowledge on siubject matter.

4.3 Integrated Logistics System (ILS)
Current Stock in the Warehouse

Avalilability of adequate inventory is an integraheponent of customer satisfaction.
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TABLE 10

Current Value of Stock in the Warehouse

Frequency Percen{ Valid Percen| Cumulative Percent
Below 500,000 8 11.4 11.4 11.4
.5 million to 1 billion 18 25.7 25.7 37.1
.. Above 1 Billion to 3 Billion 13 18.6 18.6 55.7
Valid \ hove 3 Billion to 5 Billion 7| 100 10.0 65.7
Above 5 Billion 24| 34.3 34.3 100.0
Total 70| 100.0 100.0

Source: Author, (2013)

Majority of the respondents, (34.3 %) indicatedttli@e current stocks in the
warehouse were above 5 billion. Other 25.7% inddtdhat their current stock values in the
warehouse range between 0.5 and 1 billion shilliAgsignificant 18.6 % indicated that their
current stock was ranging between 1 billion andllBob, 11.4% indicated their stock was
below 500,000. While only 7(10%) of the respondanticated that their warehouses had
inventory value of 3 to 5 billion shillings. Thedendings indicate that most of the
respondents (62.9 %) were drown from large wared®uwegith stock values of above one
billion shillings in the ESS, which are located Nairobi. This gives credence to initial
assumption that to target warehouses in Nairobildvoapture a large representation of the
total value of stock in the ESS. However, while somarehouses are big, others are small.
Number of Stock Items

The researcher sought to know the number of sttes in the store of the
respondent. This would give an idea of the utiibhd usefulness of the ILS system. The more

the items, the more justification for an ERP systé&he findings are in a table below.
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TABLE 11

Number of Stock Items in Warehouse

Frequency Percen| Valid Percen| Cumulative Percent
Below 500 12 17.1 17.1 17.1
501 to 2,000 17 24.3 24.3 41.4
.. 2,001to 4, 00 11 15.7 15.7 57.1
valid 4,001 to 6,000 13| 18.6 18.6 75.7
Above 6,000 171 243 24.3 100.0
Total 70( 100.0 100.0
Source: Author, (2013)

This research found that the number of stock itemased across the different
warehouses. An insignificant 17.1 % of the warelesusad below 500 stock items 24.3 % of
the warehouses had between 501 and 2, 000 and Ahod@ each, 15.7% had 2001 to 4000
stock items. A small percentage, (18.6%) of theelvauses indicated having 4,000 to 6,000
different stock items. This is a clear indicatitwatt the number of stocks items managed by
the ILS is over 6,000, though at some stores sdotk £odes may be dormant. It would not
be easy to manage over 6,000 stock items witholRIA system. Furthermore, the number
of stock codes was relative to the size of the hause, (see table 11 & 12above)

4.4  Predictor Variables

4.4.1 Quality Management Practices

Quality of management practices in this researathivigled into two specific factors, being
quality of decision making and quality of interngperations. Each of the two is now
considered below.

Quiality of Decision Making

To evaluate the quality of decision making as apoment of quality management practices,
this research posed eight questions to the resptsdEheir responses are summarised and

discussed below.
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TABLE 12

Quality of Decision Making

Indicator SA A RO D SD
F |% |F |[% |F |% F 1% |F |[%
Facilitated achievement of 19(27.1| 32|457| 15|21.4| 4| 57| 0| 0
strategic milestones
Customer feedback mechan 21| 30| 40|57.1| 6| 86| 3| 43| 0| O
Business process reenginee 19127.1| 30|429| 15|214| 6| 86| 0| O
ILS upgrading 171243 43614 7| 10| 3| 43| 0] O
ILS training 11| 15.7| 31|443| 1724311157 0| O
Team talk 161229 29414 14| 20| 7| 10| 4|57
Has improved business practi 25|35.7| 38|543| 5| 71| 2| 29| 0] O
Has improved decision maki 221314 29|41.4| 12171 7| 10| O] O
Total 150 214|272| 389| 91| 130|43|61.5| 4|57
Average 19| 26.8| 34|48.6| 11|16.2| 5|7.69|/0.5|0.7
Source: Author, (2013)
FIGURE 2
Quality of Decision Making
Disagree, 5, 7% Strongly
. [ Disagree, 0.5, 1%
Reserve Opinion,
11, 16% Strongly Agree,

19,27%

Source: Author, (2013)

27 % of the respondents indicated that they styoagree that quality of decisic
making had improved ovéime, 49 % agreed. 16% of the respondents reséneadopinion.
However, 7 % disagreed as 1% strongly disagreetl ghality of decision making he
improved over timelt is apparent that majority (76%) hold the vigvat there is qualit

management practice in tes of improved decision makir
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Quiality of internal operations
The researcher to evaluate the quality managepmaatices posed ten questions on a
Yes/No scale. The responses are shown in a tallleagpie chart below, followed by a

discussion of some of the indicators.

TABLE 13

Quiality of Internal Operations

Indicator YES NO
F % F %
Performance targets with subordinates 50| 71.4| 20| 28.6
Performance targets with Manager 5984.3 11| 15.7
Customer feedback mechanism 6288.6 8| 11.4
Meet user demand 50 71.4| 19| 27.1
Meet emergency needs 5984.3| 11| 15.7
Monitor customer turn-over 44 62.9 26| 37.1
Stand-by staff at night 48| 68.6 221 31.4
Observing PPOA requirements 5882.9| 12| 17.1
Manager Sits in the BOD 24 34.3| 45| 64.3
Source: Author, (2013)
FIGURE 3

Quiality of Internal Operations

Source: Author, (2013)
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While on average 72% of the respondents agreedtiiese was quality
management practices, a minority of 28 % disagrdeetailed responses are

enumerated and discussed here below.

Presence of a feed back mechanismBy establishing channels to encourage and funnel
feedback from customers, the ILS organisation eseat critical structure that supports
customer engagement. The study found that majofitthe warehouse acknowledged that
there was customer feedback mechanism (88.6%) veloilee 11.4 % indicated that the
feedback mechanisms was lacking. It is, thereftae,to conclude that the needs of the
customer to give feedback are sufficient in moghefwarehouses in the ESS.

Meeting User Demand -Meeting user demand as it arises is the key rokewéarehouse in
an organization. To maximize its full potential, ig vital that the ESS have effective
warehouses, more so because the sector servesical aesource — electricity energy.
According to the respondents, majority (71.4 %) avef the opinion that the warehouses
meet their customers’ needs as they arise while 23.felt that the warehouses do not meet
customer needs as they arise. From the foregdiege is a strong indication that the ILS has
impacted favourably on customer service in moshefwarehouses in the ESS.

Mechanisms for meeting emergencies Asked whether they had mechanisms for meeting
emergencies, majority of the respondents (84.3%d)tkat they had, while only 15.7 % said
they did not have.

System to monitor customer turn over Measuring customer turnover is critical to business
success. Many companies use systems to measurmaoycustomers they get in a specific
timeframe and how many customers after that timedrghey are left with. In regard to this
research, more than half of the respondents (63.9a8d the systems to monitor customer
turnover were in place, 37.1% said the systems wassing. This is an area the system

needs to work on, so as to improve on quality cta@mer service and performance.
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Standby service at night With the nature of the service the organizatioengaging in, it is

essential to have some staff working at night stoaserve customers at all times. A rot

the clock, service2d/7) is becoming more and more relevant, as tisé pa have a -hour

economy gains momentum in the country. When askeetlver they had sta-by staff at

night, 68.6% indicated there was, while 31.4 % c¢atkd there was none. Given that ¢

some of tle ESS players require st-by staff in their warehouses, the fact that thivise is

available indicates very good customer service. [Lgesystem affords a 24 hour service

all customers, all year round.

4.4.2 Resource activation levels

TABLE 14

Resource Activation Levels

Indicator SA A RO D SD
F % F | % F % F | % F %
Third party contractors 32| 45.7| 19| 27.1| 15| 21.4| 3| 43| 1|14
On-line-real-time processin | 20| 28| 29| 41.4| 10| 14.3| 11| 157, O 0
Automated processes 24| 34.3| 34| 48.6 3| 43| 8| 114 1|14
Total 76| 108| 82| 117| 28 40| 22| 314 2| 2.8
Average 25| 36| 27 39| 9.3| 13.3| 7| 10.5| 0.7| 0.9
Source Author (2013)
FIGURE 4
Resource Activation Levels
Disagree, 7, Strongly
Reserve 10% Disagree,
Opinion, 9.3, 0.7,1%
14%
Strongly
Agree, 25,
36%
Source Author (2013)
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Thirty six percent (36 %) of the respondents ingidathat they strongly agree that
resource activation levels had increased while 38@t¥eed. 14% of the respondents reserved
their opinion. However, 10 % disagreed as 1% styodgsagreed that resource activation
level had increased. Detailed responses are naustied here below.

Third party contractors - Third party contractors are customers in the wawsbs. When
customers increase, more resources are demandatetdor them. If the same resources are
able to manage the increase, it means their ingagacity was high. The researcher
contended that ILS has capacity to handle increasestomers many folds, owing to better
utility of resources. Majority (72.8%) of the respulents agreed that third party contractors
have increased many folds over the last five yearsheir warehouses while a small
proportion of respondents (5.7%) disagreed andreonty (21.4%) reserved their opinions.
This last group probably being the internal custaneho may not be aware of the extent of
increase of external customers.

Still, majority (71.0%) of the respondents agrekeat their warehouses achieved on-
line real-time processing over the last five yegnde a significant proportion of respondents
(15.7%) disagreed and a significant minority (14)3#served their opinions. These findings
agree with the theoretical framework that stocksowbuld reduce over the period under
study, and availability of on-line-real-time dateogessing. During interview, one manager
confirmed that a fundamental practice before oggainvarehouse is ensuring its capacity to
be on-line so as to afford real-time data procesgumst like is the case with shops selling
electricity tokens for prepaid meters to prepaistomers.

4.4.3 Capability Levels

To establish the level of knowledge and understapaif the “integrated concept”,
the researcher posed two questions requiring regms to indicate the level to which they
associated the integrated concept to “informatisiesns” and to “organizational structure”.
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To the extent the respondents would associatediiated concept” to both “informatic
systems” and to “organizational structure”, thdmert the level of their understanding ¢
appreciation of the “integrated concept” will bagtd

TABLE 15

Capabilities Levels

VHA HA NO LA VLA

F % |F (% |F |% |F |% |[F |%
Association of ILS t0 1S 28| 40| 36|514| 2| 29| 4|57 0| 0
Association of ILS to 20| 28.6| 38| 543 7| 10| 4|57 1|14
Organlzatlonal structure
Total 48| 68.6| 74| 106| 9| 13| 8| 11| 1|14
Average 24| 343| 37|529| 45| 65| 4|57 05|07

Source: Author (2013)
FIGURE 5

Capabilities Levels

Low No Very Low

Association, Association,
0.5,1%
Very High

4,6% 4.5,6%
Association,

24,34%

Source: Author (2013)

34% of the respondents said that tlhad a very high association &fS with Information
systems as well as had a very high associatioh®fwith organizational structure. 53%
the respondents said tithey had a high associationILS with Information systems as w«
as had high association of ILS with organizatl structure. Only 6% of the respondentsd
that they did not associalieS with Information systems as well as did notogsate ILS with
organizational structure. 6% of the respondentd Sat they had a low association of |

with Information systemas well as had low association of ILS with orgaticzaal structure
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6% of the respondents said that they had a lowcaggm of ILS with Information systems
as well as had low association of ILS with orgathareal structure. 1% of the respondents
said that they had a very low association of IL&hwvmformation systems as well as had very
low association of ILS with organizational strueur

Out of the 70 respondents, a great majority (91)4nfticated high association, 5.7 %
indicated low association and only 2.9 % reserviedirtopinions. On associating the
integrated concept with organizational structurejamty (82.9%) indicated that they had
high association, 7.1 % indicated low associatioth 20 % of the respondents reserved their
opinions. These responses clearly indicate a végh linderstanding of the integrated
concept among the respondents, thereby enhan@d@iity and substance of their opinions
in this research. See table 17 above.
4.5 Dependent variables.
This section captures the dependent variables Herstudy. These are customer service
levels, cost reduction and cycle time reduction.
45.1 Customer ServiceLevels.

The table below summarizes respondents’ opinioggrdeng particular questions
posed relating to customer service. Response wasbathegree summated scale ranging from

Strongly Agree (SA) to Strongly Disagree (SD).
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TABLE 16

Customer Service

Indicator SA A RO SD

Mo

F % F % F % % F %

Customer complaints 1825.7| 36| 51.4 7 10| 8| 114| 1| 14

E::liomerpos't'vefeed' 17| 24.3| 33| 47.1| 11| 157 9| 129] o| o

Customer responsiveness
score

U7

15| 21.4| 43| 614 9| 129 3| 43| 0| O

Top management concern

27| 38.6 27| 38.6| 10| 14.3 5/ 71 1| 1.4
for customer

Improved customer 22| 31.4| 43| 61.4 2| 29| 3| 43| 0] O

service
TOTAL 99| 141| 182| 260| 39| 55.8| 28 40 2| 28
Mean 20| 28.3| 36.4| 52| 7.8| 11.2| 5.6 8| 04| 0.6
Source: Author, (2013)
FIGURE 6
Customer Service
Strongly Disagree,
Disagree, 0.4, 5.6,8% Strongly Agree,
1% Reserve 19.8,28%

Opinion,

7.8,11%
Source: Author, (2013)

On average, 28% strongly agree that there wastygualstomer service while 52%
agreed. 11% of the respondents reserved theirapihiowever, a small 8% disagreed and
only 1% strongly disagreed. Therefore a majority3@%o at least agree that there was quality
customer service in the seb-sector. The indicatsliscussed herebelow.

Customer Feedback While an improved customer feedback mechanism sicasgtomers a

good channel to give feedback, its use resultedaeed customer complaints and increasing
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customer positive feedback. When top managementvsheal concern for customer’s
wellbeing, the customer is delighted and will suppbe product or service on offer. In this
way, the ESS would achieve business process rezgrgng (BPR), for better and faster
growth. Another way of ensuring good customer serg by remaining technologically up-
to-date. This may be achieved in our case by regul@grading ILS, the ERP system in use
by the sector. Further, constant ILS training arekly team-talk on service delivery would
go a long way to ensure top-class customer service.
45.2 Cost Reduction

The study sought to establish opinion on impadt.8fon overall stock cost reduction
in the ESS. Cost reductions may be achieved dyréxtireduction of actual stock quantity
and price or by reduction of the indirect costatia thereto. In most cases than not, an
increase in direct costs is accompanied by a sametius increase in the indirect costs and

vice versa. Table below is a summary of respoimsedation to cost reduction.
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TABLE 17

Cost Reduction

Indicator LI Sl S SD LD

F % |[F |% |F |% |F % |F %
Total stock holding 4462.9| 9|129| 11|15.7 4| 5.7 21 29
Overall Divisional 23|32.9| 20|28.9| 20|289| 6| 86| 1| 1.4
Performance
Cost of working capital 2231.4| 19|27.1| 18| 25.7 7| 10 4| 5.7
Moving average price 1115.7| 24|34.3| 29414 5| 71 1] 14
Efficiency 20| 28.6| 30|429| 14| 20 1| 14 5/ 7.1
Inventory turnover 16229 24343 21| 30 7| 10 2| 29
Obsolescence 1115.7| 15(21.4| 17|24.3 18| 25.7 91129
Required storage space P85.7| 24|134.3| 8|11.4 5| 7.1 8|11.4
%‘gat'on price forsevice 161 55 9| 20| 28.6| 24|34.3| 4| 57| 6| 86
Power tariffs 11 15.7| 27|38.6| 28| 40 2| 29 2| 29
Reduced costs 1927.1] 30(429| 5| 7.1 15(21.4 1| 14
Total 218| 312|242| 346| 195| 279 74| 106| 41|58.6
Average 19.8 28.3| 22| 31.5| 18|25.3|6.727| 9.6|3.73| 5.33
Source: Author, (2013)

FIGURE 7

Cost Reduction
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3.6, 5%
Small decrease,
6.7, 10%

Stable,
18,
26%
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19.7, 28%
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22,31%

Source: Author (2013)
On average, 28% of the respondents agree that Wesea large Incecrease in costs
while 31% agree that there was a small increasests. 26% of the respondents said that the

costs remained stable. While only 10% of the redpats said that there was a small
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decrease in costs, 5% maintain that there waga @e&crease in costs. Indivial indicators are
now discussed herebelow.

Trend of total stock holding - Stock holding implies dormant funds, representimg a
opportunity cost. Stock also attracts other indirgmsts such as insurance, security, space
rent, and personnel costs. The higher the stodk, hilgher the holding costs. Majority
(75.8%) of the respondents felt that there wasemee of stock holding in their stores, fifteen
point seven percent felt that stock holding hada®ed stable over the last five years and
only a negligible portion of respondents (8.6%)revef the opinion that stock holding had
decreased in their warehouses over the period.Il0®%iés supposed to assist management to
keep stock levels at the EOQ, other things remginonstant. The potential of the ILS goes
to waste as stock holding escalates even beyond EOQ

Overall divisional and sector performance -Divisional performance is measured against
divisional targets. Divisional objectives revolveand the supply chain including logistics.
Logically, when supply chain objectives are achieugy extension, logistics objectives will
have been met too, and so will the results imgeetbmpany and the ESS. Majority (61.8%)
of the respondents felt that there was increaseverall divisional performance in their
warehouses, a minority (28.9%) felt that overallisional performance had remained stable
over the last five years and a significant (10%grevof the opinion that overall divisional
performance had decrease in their warehouses beepdriod. A major objective of the
division is to maintain budgetary regulations, nhaiby cutting costs. Warehouses operate
under strict budgets which are under the contrahefwarehouse manager, most of which
responded to the researcher’s questionnaire.

Cost of working capital - Cost of working capital here refers to the monied tip in stock,
assuming that the money was borrowed at local goatgs. Consequently, the higher the
stock, the higher the cost of capital. Majority &%) of the respondents felt that there was
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increase of cost of working capital in their stor@sninority 25.0.% felt that cost of working
capital had remained stable over the last five y@ad a significant (15.7 %), were of the
opinion that cost of working capital had decreaseitheir stores over the period. Warehouse
appears not to have achieved much to use the ptehthe ILS to manage costs.

Moving average price (MAP) -On the other hand, the ILS has capacity to moritat give
moving average price report so as to facilitatecgprmanagement, in a free market
environment. The opinion regarding the trend of M&P the sub-sector’s stock valuation
model, (50%) of the respondents felt that there iwasease of MAP in their stores, while
(41.4%) felt that MAP had remained stable overléiséfive years and only a small portion of
respondents (8.5%) were of the opinion that MAP Hadreased in their stores over the
period. Strict adherence to the ILS MAP is importém ensure that all costs are fairly
distributed to different jobs, so as to maintaifai& price for the electricity connectivity as
well as the tariffs.

Efficiency - Findings on efficiency portray a vepyomising performance, commensurate
with the theoretical framework. majority (71.5%) thfe respondents felt that there was
increase of efficiency in their stores, a mino(R9%) felt that efficiency had remained stable
over the last five years and only a small portibmespondents (8.5% )were of the opinion
that efficiency had decreased in their stores tweiperiod. These findings concur with those
of efficiency ratios analysis and Sumantri and 1(2011), who contend that high logistics
performance contributes to increased trade voluarging that logistics service providers
are among key drivers of developed economies.

As for Stock Turnover(57.2%) of the respondents agreed there was ireestock
turn-over over the last five years in their wareses) a significant (30%) reserved their
opinions while only (12.9%) disagreed with thetfdmat there was increased stock turn over.
These findings were in agreement with those obthime ratio analysis. The above results
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were further reinforced when the same question rgphrasedinventory turnover)n the
same questionnaire where results were almost edptic
FIGURE 8

Inventories Ratio Analysis 2008 to 2013
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Source: Author, (2013)

Obsolescence -Write-off of inventory due to damagy@poration, pilferage and loss such as
from theft escalates the final costs of inventdrye researcher presumed a downward trend
in losses due to obsolescence. (37.1%) of the nelgmis felt that there was increase of
obsolescence in their stores, a significant (24.8%)Yhat obsolescence had remained stable
over the last five years and (38.6%) of respondemet® of the opinion that obsolescence had
decreased in their stores over the period. Theareler witnessed write-off of obsolete items
on one of the major players (KP) and have notedwnavard trend. Therefore, explaining
why a few respondents indicated there was an isergaobsolescence.

Required Storage Space - Increase of demand foag&tcspace is a strong indication of
increase of inventories. It was anticipated tharehwas increase of demand for storage
spaceMajority (70%) of the respondents felt that ther@svincrease of storage space in their
stores, a significant minority (11.4%) felt thabrstge space had remained stable over the last
five years and only a small portion of respond€h&5%) were of the opinion that storage

space had decreased in their stores over the péeFioel researcher witnessed increased
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demand for storage space in virtually all the watedes in the form of rental of warehouses
and congestion in the current warehouses. Thisircosifthe initial position taken by the
researcher.

Prices - Inability to control costs leads to eswataof prices. The product price trends
therefore may be an indicator of cost trends. éngéctor, the main products are service lines
which supply electricity to customers and powelffeawhich are the payments for electricity
consumed. Asked to comment on the trend of thesertvajority (51.5%) of the respondents
felt that there was increase of quotation pricess@vice lines, a minority (34.3%) felt that
guotation prices for service line had remainedlstaler the last five years and only a small
portion of respondents (14.3%) were of the opirtleat quotation prices for service line had
decreased over the period.

Respondents may have been unsure of a sectoripciease effected by one of the
major players KP which has since been reversedhbygbvernment. On power tariffs,
majority (54.3 %) of the respondents felt that éhesas increase of power tariffs, a minority
40% felt that power tariffs remained stable over ldst five years and only a small portion of
respondents (5.8%) were of the opinion that powsaff$ had decreased over the period. A
tariff increment proposal by the sector has sirementrefused by the government. It is evident
that there is government subsidy on the price ofiee lines and government control on the
power tariffs, thereby interfering with the fre@wl of forces of demand and supply in the
market. This is a trend in many developing coustdech as Egypt and South Africa, which
subsidize the power sector to boost and proteat ésenomies.

PBT (Profit Before Tax) - According to the auditiaancial reports for the ESS, the profits
before tax have had a steady increase with an geeede of change of 1.464b shillings per

annum, with correlation coefficient of 0.7401. Fant, profit after tax also has increased over
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the period under study with a rate of change oualia?245b shillings per annum, (See table

19 below).
FIGURE 9
ESS Profitability Ratios Trend 2008- 2012.
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The relative rate of change for profit both befars after tax has been on an upward
trend. (See figure 18 above) These findings confine opinion of respondents regarding
overall performance of ESS, (question 6), wher®¥ 96 agreed that the company’s overall

performance has been rising.

ROA (Return on Assets %) for the ESS over the pesinder study averages at 3.59%
with a SD of 0.91 at 0.05 confidence level. It ignstantly below the inflation rate.
Meanwhile, ROI (Return On Stock Investments %) lo@ d¢ther hand scores an average of
16.08% with a SD of 2.72 percentage points at @d¥idence level. This rate of return is
above the inflation rate averaging at 12.91% witreey high SD of 7.56 at 0.05 confidence
level. This implies that although the performan€t¢he ESS is below par, ROI of the ILS is
high and above the inflation rate, largely from gaonanagement of the stock by use of the

ILS.
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Total Assets - The ESS recorded a relatively steadwth of total assets from 177.67 to
350.76 billion over the period under study. Thentkendicates a rate of change of 47,562b
with a strong predictability of R squire of .96/ 2owever, total inventories only increased
from 7.59 b to 12.24 with a gradient of 1.202b \Wwodf stock per year, though with a
relatively low degree of predictability, R square006986. However, a closer look shows a
more or less equal value between total currenttassel turnover, indicating poor gearing
proportions. The capacity to maintain a lower retagrowth rate of inventories as compared
to that of total assets, total current assets atal tssets implies better management of
inventories. This capability can be attributedhe tLS system, as an ERP system.
FIGURE 10

ESS Stock and other Assets - 2008-2012
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Source: Author, (2013)
It is observed that inventory has the lowest gmatdéanong the statistics below, indicating
better management and control of inventories olier geriod under study, (see table 19

below), using ILS as management tool.
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TABLE 18
ESS Inventory Relativity Statistics.

The table below shows the inventory statistics@apared to turnover, current assets, total

assets, PBT and PAT.

Particular Gradient | Coefficient | Closing Gradient | Opening
Correlation | Inventory | Relativity | Inventory
Statistic (R squire) Relativity Relativity
Million No No No No
Ksh
Turn-over 7,143.00 | 0.9368 5.5797 5.9426 4.9432
Total Inventories 1,202.00| 0.6986 1.0000 1.0000 1.0000
Total Current Assets 8,941.00 0.8006 5.0147 7.4384 4.1898
Total Assets 47,562.000.9672 28.6547 39.5691 23.3992
PBT (Profit Before Tax) 1,464.30| 0.7401 0.9711 821 0.6563
PAT (Profit After Tax) 1,245.00 | 0.7824 0.5565 1.836 | 0.2691

Source: Author, (2013)

Turnover - The ESS recorded a relatively steadytraf turn-over from 37.53b to 68.30b
over the period under study. The trend indicatest@of change of 7. 143b per annum and R
square (Correlation Coefficient) of .9368. Howeviatal inventories only increased from
7.59 b to 12.24 with a much lower gradient, poigtio better management through ILS.
Owing to high inflation rates averaging 11.17 % rotlee period under study, (see fig 11
below) increase in customer base and escalatingtemance costs, this project anticipated an
increase in costs. However, trend of performantiesavas anticipated to more explicitly
bring out the ILS impact on cost. In summary, timelihg point that the ESS has to adopt
what Walker and Wilson, (2012) refer to as an “aggive integrated strategy” if they are to
alleviate business tragedies due to escalating.cost

Inflation - According to KNBS, the inflation rate iKenya was recorded at 6.02% in July
2013. It averaged 11.17 % from 2008 until 2013¢ihézy an all-time high of 31.50% in May

2008 and a record low of 3.18% in October 201G tgpure 11 below).
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FIGURE 11
Kenya Inflation Rate
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Source:KNBS, (2013)
In Kenya, the consumer price index (CPI) is basedxperditure of both urban at
rural households. The ESS ROI (see figure 16 belweyrage is (16.08%) well above 1
inflation rate, implying that survival may be sus& into the future. owever, the ESS
ROA see figureldelow average is below the inflation rate (3.59¥ljcating diminishing
fortunes and value of the sector in the long
FIGURE 12

ESS Stock Trends
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Though in a case of proper utilization of the Iit8latively lower proportions may be
recorded as compared to other types of costs. Haweecondary data like ratio analysis
may be necessary to establish clearly, a conctitign and direction. Figures best explain
costs than opinion would. Generally, the opiniofisthe majority is that there has been
increase in efficiency measures as well as in céftsvever, inflation has also been very
high over the period, according to KNBS, explainthg costs upward trend. Responses to
particular subjects are discussed here below.

45.3 Cycletime Reduction

This research also sought to find out the impactiL& as a critical factor for
competitive advantage in reducing cycle time whielates to the strategy of speed. This is
achieved by reducing activities cycle time to thénimum possible during the post-
implementation adjustment period, what Oana, (20@7¢rs to as shakedown phase. To
evaluate the presence and impact of ILS on cyate tieduction, ten minor questions were
posed in the questionnaire. It was intended thatdpinion expressed for all questions,
individually and collectively would build a strorggase to demonstrate the impact of ILS on
cycle time. The theoretical framework proposed tiealuction in cycle time would lead to
better performance. Respondents’ opinion on eadheten aspects scrutinized relating to

cycle time is now discussed below.
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TABLE 19

Cycle Time Reduction

Indicator SA A RO D SD
F % F % F % F % F %

Reduced lead time 24| 34.3| 28 40 5 71| 13| 18.6 0 0

Reduced wait time 22| 31.4| 33| 47.1 7 10| 8| 114 0 0

Reduced service time 20| 28.6| 34| 48.6| 10| 14.3| 6 8.6 0 0

Better utility of 18| 25.7| 33| 47.1| 9| 129 9| 129 1| 14

resources

Stock-outs 13| 18.6| 36| 51.4 7 10| 13| 18.6 1] 14

g:/cgreased stocktum- | 46| 999 31| 44.3| 15| 214 7| 10| 1| 1.4

Order filling 20| 28.6| 33| 47.1 9| 129 7 10 1| 14

Average time spentin | 121 543\ 40| 57.1| 7| 10| 6| 86| 0| 0

warehouse

Order processing time 21 30| 37| 52.9 8| 114 3 4.3 1| 14

Cycle time reduction 18| 27.1| 29| 41.4| 13| 186| 8| 114 1] 14

Total 19C| 272|334 477| 90| 129| 80| 114 6| 8.4
| Average 19| 27.2| 33| 47.7 9| 129| 8| 114| 0.6| 0.8

Source Author, (2013

FIGURE 13
Cycle Time Reduction
Disagree Strongly
12% Disagree

Reserve 1%
Opinion
13%

Source Author, (2013)
On average, 27% strongly agree that there was tiedum cycle time while 479

agree. 13% of the respondents reserveir opinion, however, a small2% disagreed ar
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only 1% strongly disagreed. Therefore a majorityr4%o at least agree that there was cycle
time reduction. Detailed discussion of the peracuhdicators follow here below.

Lead-time - Lead time is the waiting time betwedrew an order for inventory replenishment
is placed and the time the inventory is receivelde Tonger the time, the more the stock
holding to sustain production as the warehouse tawaplenishment. The study was
investigating the nature of lead time. The ILS af®institutional resource planning facilities
in its conceptual framework to minimize lead tinoetlhe bare minimum, thereby optimizing
resources. Majority (74.3%) of the respondentsedjtbere is reduced lead-time over the last
five years in their warehouses while a significarbportion of respondents (18.6%)
disagreed and an insignificant minority (7.1%) reed their opinions. Therefore, this study
has clearly shown that the ESS has reduced leadawer the period under study.
Waiting-time - Time is a scarce resource and masbe spent idly. Customers waiting to be
served should spend least or no time waiting. Ti¥erecords, to the second, all transactions
and even the length of time a user remains loggeskeoving a customer. Users of the system
are expected to review system reports and use tteermanage and use time more
economically. This research anticipated a strorge dar reduced waiting time. Majority
(78.5%) of the respondents agreed that averagetiwathas reduced over the last five years
in their warehouses while a significant proportioh respondents (11.4%) disagreed.
However, a minority (10%) reserved their opiniorurtRer, majority (77.4%) of the
respondents agreed that there was decrease ofjaviaree spent in warehouse by customer
over the last five years while an insignificant podion of respondents (7.3%) disagreed and
a significant minority (15.3%) reserved their opims. The results above support initial
assumptions of reduced waiting time and demonsthateILS has impacted positively on

customer waiting time in the ESS.

59



Reduced service-time - Service time may be redbyeday of automation, order filling and
processing efficiencies. The researcher encountaregbod deal of mechanization and
automation of processes during a preliminary ¥si$some warehouses and thereby expected
substantial reduction in service time. Majority %) of the respondents at least agreed that
average service-time has reduced over the last yfleggs in their warehouses while an
insignificant proportion of respondents (8.6%) odlgagreed. However, a minority (14.3%)
reserved their opinions.

Better utility of resources - Seventy two pointhaigf the respondents agreed there has been
better utility of resources over the last five ywearn their warehouses while a significant
proportion of respondents (14.3 %) disagreed arig (@2.9%) reserved their opinions. The
findings confirm positive impact and the researdmsumption that ILS has a huge capacity,
if properly managed.

Stock-outs - Customer requests may not be fulfii@dlack of one or more items. This
delays service and production, resulting to inefficies and opportunity costs due to time
lost. The ILS affords tracking of stocks quantiteesd levels movement to avoid stock-outs.
The researcher anticipated continuous reductiostafk-outs over time, owing to real-time
data processing; 70.0 % of the respondents agteekl-suts have reduced over the last five
years in their warehouses while a significant propo of respondents (20%) disagreed and a
minority (10%) reserved their opinions.

On automation of processes majority (82.9%) ofrdspondents agreed there was increased
automation of processes over the last five yearth@wr warehouses while a significant
(12.8%) disagreed and only (4.3%) reserved themiops. Still, a majority (75.7%) of the
respondents agreed that order filling takes les® tover the last five years while an
insignificant proportion of respondents (11.4%)adieed and a minority (12.9%) reserved
their opinions.
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These findings clearly demonstrate that ILS hastipely impacted cycle time in the
ESS. Further, they concur with Sumantri and Laul{20that high logistics performance
contributes to increased operational efficiency.eilhpaper identifies logistics service
providers among key drivers on an economy. Orgénizs reduce activities cycle time by
eliminating redundancies. The ILS provides necgsgalatform, time logs, rate of
consumption and other statistical data to enableagement to examine and redesign each
process to make it more efficient, more flexibladdess expensive while maintaining or
improving quality. This affords improving strategiocus by constantly making unique
business choices which stand the test of compettieer time enabling the business entity to
survive and thrive.
SAP - ILS rating in enhancing overall performance

In evaluating the respondents’ opinions of the allgrerformance of ILS in the ESS
in the last five years, the respondents were agkeate on a five point Likert-type scale their

agreement with a number of the statements given.
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TABLE 20

Enhancing Overall Performance

Indicator SA A RO D SD
F |% |[F |% |[F |% |F % |F |%
ILS has improve overall firm 251357 a0l571] 3| 23| 2| 29| ol o
performance
Has enhanced economic benefits BB.6| 37529 3| 43| 3| 43| O
Has increased customer 25/35.7| 35| 50| 6| 86| 3| 43| 1|14
connectivity
Ha§fa0|lltated increase of return 171243| 331471! 14! 20! 6! 86! 0ol o
on investment
Has increase gross margin 1420 30|42.9| 13|18.6|13|186f 0| O
Has increased profit margin 127.1| 32|45.7| 14| 2011|157 1|14
Suited for managing inventory in 35| 50| 29la14! 5| 71| 11114 ol o
the company
Suited to propel the company 0 5, | 4561 29|414| 5| 7.1| 2| 29| o] o
excellence
Total 189| 270|265| 379| 63| 90|41|584| 2|28
Average 24133.8| 33|47.3| 79|11.3| 5(/7.31/0.3|/0.4
Source: Author (2013)
FIGURE 14
Overall view
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Source: Author (2013)

On average, 24.3% strongly agree that there waaneement of overall view while

47% agree. 8.1% of the respondents reserved theiron, however, a small 5.7% disagreed
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and only 1% strongly disagreed. Therefore a mgj@it71% at least agree that the overall
view has been enhanced.

Respondents commented that ILS has improved ovérall performance in the
period under study. As a consequence, this haseatiahe sub- sector’'s BEB, has increased
customer connectivity thereby increasing ROI. Figdi have also indicated that ILS has
improved business practices and decision-makinggs®) impacting favourably on both
gross margin and profit margin. In a nutshell, Ih&s facilitated achievement of strategic
milestones and is very well-suited to managing meey in the individual companies and

best suited to propel the sector to excellence.

According to the audited financial reports for 88S, the profits before tax have had
a steady increase with an average rate of change.4@4b shillings per annum, with
correlation coefficient of 0.7401.
FIGURE 15

ESS Profit before Tax Trend For 2008 to 2012
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The ESS profit after tax indicates a positive tre(fsee figure 15 above). These
findings confirm the opinion of respondents regagdoverall performance of ESS (see Fig

14), where majority (81 %) at least agreed thatcthrmapany’s overall performance has been
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on an upward trend. HoweveROA (Return on Assets) averages 3.59%, constatignb

the inflation rate, (see figure 12 above).

On current/total assets ratio- The ESS recordesblgible growth rate of (.04) current assets
to total assets ratio with an average of 5.30 aneraweak coefficient of correlation at .0141
implying that the ratio is erratic and linear esitrans to predict the ratio are weak. The
stock/current assets ratio in the ESS recordeawathrrate of (0.34) with an average of 5.01
and a coefficient correlation at 0.4514 implyingtthinear estimations to predict the ratio is
only fairly reliable. The ESS recorded a growtheraf 1.62 times per annum of stock/total
assets ratio, with an average of 26.37 and a cosfti of correlation at 0.4129 implying that
linear estimations to predict the ratio is fairbjiable.

FIGURE 16

ESS Percentage Ratios
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Source: Author (2013)
Percentage of current assets to total assets - Dgeb year period under review, current

[total assets (%) average 19.08 SD 2.24 at 0.0&demte level. Increasing at a of 0.1566
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percentage points per annum with a weak correlatomificient of 0.0122, meaning that the
ration is erratic.

Stock/current assets trend is a vital indicatosstoick management. The researcher
anticipated a downward tren8tock/current assets % average 20.35 with SD & 2t®.05
confidence level. Decreasing at a rate of 1.396&qmage points per annum with a
correlation coefficient of 0.5504, meaning that tago is fairly stable and not erratic. These
findings confirm the view of the researcher and aneery strong indication that stocks are
being managed much better in relation to the otugrent assets. It is a strong positive

contribution of the ILS in stock management.

The stock/total assets (%) average at 3.86 witD #f3).58 at 0.05 confidence level.
Increasing at a rate of 0.2257 percentage pointapeum with a correlation coefficient of
0.3849, meaning that the ratio is not very erraba the other hand, stock turnovgb)
average 18.01 SD 2.98 at 0.05 confidence leveletasing at a rate of 0.2485 percentage
points per annum with a weak correlation coeffitiehn0.0174, meaning that the linear ratio

is erratic, (see table 19).

4.6  Multipleregression analysis

Further, the researcher conducted multiple regrasanalysis so as to establish the
relationship between various dimensions of perforeeaBEB in the ESS operationalized as
indicated on table 2.15 above. All the indicatorshe variables were used in measuring the
variable. Multiple regression is a statistical teigue that allows us to predict the score of
one variable on the basis of their scores on skwth&r variables. The main purpose of
multiple regression analysis is to enable us tonlegaore about the relationship between
several independent or predictor variables and pertent or criterion variable. The

researcher conducted multiple regression analgsisrms of how quality customer service,
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cost reduction and cycle time reduction as depdndatables relate to independent variables
- quality of management practice (QMP), resourcivaiton level (RAL), and capability
level (CL).
4.6.1 Rédiability Statistics

Reliability is an essential component of validity.describes the repeatability and
consistency of a test. It was tested by use of kaoln's Alpha analysis whenever a Likert —
type scale was used, (see also appendix v).

TABLE 21

Reliability Statistics

Reliability: interng Cronbach's | Cronbach's Alpha Basg N of Action
consistency of Alpha on Standardized Iltemq Items

uality of managemej Accept
Sractié’es g 834 837 8 P
lFé\e/z:)urce activatio 597 596 3 Reject/Improvd
Cycle time reduction 911 913 10 Accept
Capability Levels .700 .706 2 Accept
Overall performance 901 .903 7 Accept
Cost reduction 294 276 11 |Reject/Improvg
Customer service .846 .854 6 Accept
Source: Author, (2013)

As a measure of internal consistency, a score tiiden 0.70 and 1 is normally
acceptable, and the study may rely on and useuéstignnaire, Tavakol & Dennick, (2011),
otherwise if the score is below 0.7, the questienaay not be used before it is improved.
The results of the research in the case of cosictexh remain questionable. However, the
study proceeded on to use the outcome of the dfubar as an academic pursuit, to see how

the results will relate to those of the factorsndw@acceptable.
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4.6.2 Prediction of business economic benefits occasioned to quality of customer service

Pursuant to the first objective, a regression amlyvas done, using quality of

management practice, resource activation levelcapability level as predictors of business

economic benefits brought about to quality of costoservice. The finding are given below.

TABLE 22

Prediction of Business Economic Benefits Accrued tQuality of Customer Service:

Coefficients
Model Unstandardized Standardize t Sig.
Coefficients Coefficients
B Std. Error Beta
(Constant) 3.065 2.241 1.368 176
Quality of 289 062 507 4687 .000
1 management practice
Resource  activatio 301 151 205 1.996) 050
level
Capability level 274 214 124  1.277 .206

a. Dependent Variable: Quality of customer service
Source: Author, (2013)

The regression equatioh= po + p1X1 + B2X2 + p3X3+ enow becomes:

Y =3.065 + 0.507 X+0.205% +0.124%

Where:

Y = BEB- quality customer service (Dependent vagabl

X1= Quality of management practice

X, = Resource activation level

X3 = Capability level
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TABLE 23

Prediction of Business Economic Benefits Occasiathéo Customer Service:

ANOVA
Model Sum of Df Mean Squarg F Sig.
Squares
Regression 359.876 3 119.959 20.614 .000
1 Residual 384.067 66 5.819
Total 743.943 69

a. Dependent Variable: quality of customer service
b. Predictors: (Constant)Capability level, Resource activation level, Qualiof

management practice
Source: Author, (2013)

F (3, 66) =20.614, 000< 0.05 therefore the regoesisi significant
TABLE 24
Prediction of Business Economic Benefits Occasionéa Quality of Customer Service:

Model Summary

Model R R Square Adjusted R Square Std. Error of the Estimate
1 .696" 484 460 2.41230
a. Predictors: (Constant), Capability levgEsource activation level, Quality of managen
practice

b. Dependent Variable: Quality of customer service
Source: Author, (2013)

The variables have a correlation R of 0.696 andreetation coefficient of determination (R-
square) at 0.484, meaning that the three predietczsunt for only 48.4% of the variability
of the dependent variable.

According to the regression equation establishadiig all factors: Quality of
management practice (QMP), resource activationl I§&R&AL), and capability level (CL)
constant, quality customer service in the ESS wbel8.065. Further, data findings analyzed
indicate that a unit increase in QMP lead to a D.b@rease in quality customer service,

holding all other independent variables constaniinik increase in RAL will lead to a 0.205
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increase in quality customer service and a unite@mse in CL will lead to a 0124 increase in
quality customer service in the ESS. These resules that quality of management practice
(QMP) and resource activation level (RAL) are digant predictors while capability level
(CL) is not. These findings concur with those ofrf, et al., (2007) who by use of multiple
regression analysis established that quality manage practices as defined by quality of
decision making and quality of internal operatians vital components for gaining business
economic benefits.
4.6.3 Prediction of business economic benefits occasioned to cost reduction

Pursuant to the second objective, a regressiorysisalvas done, using quality of
management practice, resource activation level aamhbility level as predictors of cost
reduction. The findings are given below.

TABLE 25
Prediction of Business Economic Benefits Occasiahéo Cost Reduction:

Coefficients

Model Unstandardized Standardize t Sig.
Coefficients Coefficients
B Std. Error Beta
(Constant) 31.234 4.008 7.792 .000
Quality of 137 110 183 1238 220
1 management practice
Resource  activatio -.392 270 -203| -1.452 151
level
Capability level -.014 .384 -.005] -.035 972

a. Dependent Variable: Reduced cost
Source: Author, (2013)

The regression equatioh= po + p1X1 + B2X2 + p3X3+ enow becomes: 3)
Y = 31.234 + 0.183 X- 0.203% -0.005X
Where: Y = BEB-reduced costs (Dependent variable)

X1= Quality of management practice
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X5, = Resource activation level
X3 = Capability level
TABLE 26

Prediction of Business Economic Benefits Occasionéa Cost Reduction:

ANOVA
Model Sum of Square| df Mean Square F Sig.
Regression 47.644 3 15.881] .853 470
1 Residual 1228.698 66 18.617
Total 1276.343 69

a. Dependent Variable: reduced cost
b. Predictors: (Constant), Capability level, Reseuwactivation level, Quality of management

practice
Source: Author, (2013)

F (3, 66) = 0.853, 0.470> 0.05 therefore the regjoesis insignificant.
TABLE 27

Prediction of Business Economic Benefits Occasionénl Cost Reduction:

Coefficients
Model R R Square Adjusted R Square Std. Error of the Estimate
1 193 .037 -.006 4.31470Q
a. Predictors: (Constant), Capability level, Reseuwactivation level, Quality of management

practice
b. Dependent Variable: Reduced cost
Source: Author, (2013)

The variables have a correlation R of 0.193 andreetation coefficient of determination (R-
square) at 0.037, meaning that the three predietmrsunt for only 3.7% of the variability of
the dependent variable.

According to the regression equation establishexddiig all factors: Quality of
management practice (QMP), resource activationl IRAL), and capability level (CL)

constant, cost reduction in the ESS would be 31.B8#&her, data findings analyzed indicate
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that a unit increase in QMP lead to a 0.183 in@dascost reduction, holding all other
independent variables constant. A unit increaseAh will lead to a -0.203 increase in cost
reduction and a unit increase in CL will lead te @.005 increase in cost reduction in the
ESS. These results infer that only quality of mamagnt practice (QMP), is a significant
predictor. The findings agree with those of Flyen,al., (2007) who by use of multiple
regression analysis established that quality manage practices as defined by quality of
decision making and quality of internal operatians vital components for gaining business
economic benefits. The results may also be inteedren the light of Gavins eight
dimensions of quality, (Garvin 1991) where we fomhcurrence.
4.6.4 Prediction of business economic benefits occasioned to cycle time reduction

Pursuant to the third objective, a regression amalwas done, using quality of
management practice, resource activation level aphbility level as predictors of cycle
time reduction. The findings are given below.

TABLE 28
Prediction of Business Economic Benefits Occasionéd Cycle Time Reduction:

Coefficients

Model Unstandardized Standardize t Sig.
Coefficients Coefficients
B Std. Error Beta
(Constant) -2.907 4.287| -.678 .500
Quality of 551 118 443 4.665  .000
1 management practice
Resource  activatio 1.087 288 339 3768  .000
level
Capability level .933 410 194 2.274 .026

a. Dependent Variable: cycle time reduction
Source: Author, (2013)

The regression equatioh= po + p1X1 + B2X2 + p3X3+ enow becomes: 4)

Y =-2.907 + 0.443 X+0.339% +0.194%
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Where: Y = BEB-Cycle time reduction (Dependent variable)
X1= Quality of management practice
X2 = Resource activation level
X3 = Capability level
TABLE 29
Prediction of Business Economic Benefits Occasiahéo Cycle Time:
ANOVA
Model Sum of Df Mean Square F Sig.
Squares
Regression 2137.641 3 712.547  33.461 .000
1 Residual 1405.445 66 21.295
Total 3543.086 69

a. Dependent Variable: cycle time reduction
b. Predictors: Capability level, Resource activation level, Qualtf managemer

practice
Source: Author, (2013)

F (3, 66) =33.461, 000< 0.05 therefore the regoesssi significant.

TABLE 30

Prediction of Business Economic Benefits Occasiahéo Cycle Time Reduction:

Model Summary

Model

R

R Square

Adjusted R Square Std. Error of the Estimate

1

T77

.603

.585 4.61461

a. Predictors: (Constant), Capability level, Resewactivation level, Quality of managem

practice
b. Dependent Variable: cycle time reduction
Source: Author, (2013)

The variables have a correlation R of 0.777 andreetation coefficient of determination (R-

square) at 0.603, meaning that the three predieimeeunt for only 60.3% of the variability

of the dependent variable.
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According to the regression equation establishadiig all factors: Quality of
management practice (QMP), resource activationl I@&RAL), and capability level (CL)
constant, cycle time reduction in the ESS would2807. Further, data findings analyzed
indicate that a unit increase in QMP lead to a ®.#rease in cycle time reduction, holding
all other independent variables constant. A urdtease in RAL will lead to a 0.339 increase
in cycle time reduction and a unit increase in All lwad to a 0.194 increase in cycle time
reduction in the ESS. These results infer that igualf management practice (QMP),
resource activation level (RAL), and capabilitydeyYCL) are all significant predictors. The
findings agree with those of Flynn, et al., (20WHo by use of multiple regression analysis
established that quality management practices fsedeby quality of decision making and
quality of internal operations are vital componefuiis gaining business economic benefits.
The results may also be interpreted in the ligha¥ins eight dimensions of quality, Garvin

(1991) with whom these findings concurred.
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CHAPTER FIVE
SUMMARY CONCLUSIONS AND RECOMMENDATIONS
51 Introduction

This chapter presents the summary, conclusion aodmmendations based on the
findings of the study. The summary presents datediat answering the research questions
the study set out to pursue. Information technologgrests management mostly because of
its unique capability to increase capacity whikagitaneously reducing costs. Integration of
Logistics Systems have become necessary to coootepetition, stiffening mainly due to
globalization. ILS having catapulted the Asian tgeo success attracted developing
countries like Kenya. With heavy investment in IliSyas the aim of this study to find out
the impact of ILS on effective management of ineeynin the ESS in Kenya.

Available literature indicates that ILS as a bramah SCM is quickly gaining
prominence, more so in developed countries, prorgptieveloping and poor countries to
take the qua. Despite many failures, ILS has ingghpbsitively on numerous organizations,
as an ERP tool.

The descriptive method was adopted in this study)- rexperimental design was
adopted with a statistical topical scope, wherergfice from sample is made about the
population. The target population consisted oftadse ESS staff in management who use the
ILS and are located in Nairobi. Non-probabilistiangpling design was employed where
primary and secondary data were sought. A quesdioemvas used as a research instrument.
The scientific research method was consistentlyleyed to assure quality control while
SPSS tool was used in data analysis.

This study set out to assess the impact of thegilated Logistics System (ILS) on
effective management of inventory in the electyisiib-sector in Kenya. Opinion of owners,
users and customers of the ILS in relation to dualiarehouse customer service delivery,
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reducing costs and cycle time were sought. ILS weeasured in terms of quality of
management practices, resource activation level @aghbility level. While structured
guestionnaires were administered to a sample, taoagers were also interviewed. Further,
examination of audited financial statements wasictaned vital among other secondary data.
52  Summary of Findings

Demographics indicate a well-educated, experiencedpormed and trained
management staff, who interacts regularly with 8, the subject matter in the ESS. Less
than thirty percent warehouses hold more than gightcent of the ESS inventories value.
Majority of employees are male and most of the eyges are between thirty and fifty years
of age. There was a good spread of respondenteéetusers and customers of the ILS in
the ESS. These findings agree both with naturatefaction and what the research found on
the ground. The data provide a clear indication thaority of the respondents had served in
the ESS for at least the whole of the period urstady, expectedly gaining necessary
experience to be best placed to express an opamdhS impact in the warehouses. Further,
it was clearly demonstrated that the number ofksiteens managed by the ILS is over 6,000.

Findings of the regression analysis are summairiséable 33 below. Pursuant to the
first objective, It is notable that quality managarhpractice (QMP) has impacted positively
on all dependent variables - quality customer ser\tost reduction and cycle time reduction.

It is, therefore a significant factor.
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Table 33

Regression Analysis per Objective

Dependent| Cycle Time Quality .
\ Reduction Customer | COSt (FéeRc;uctlon
Predictor (CTR) Service (QCS)

Quality Management
Practice (QMP)
Resource Activation
Level (RAL)
Capability Level (CL) Significant | Not Significant Not Significant
Source: Author, (2013)

Significant Significant Significant

Significant Significant Not Significant

That quality management practice, resource actindével and capability level have
significantly impacted cycle time. The sector ne¢alpropagate resource activation and
capability levels so as to be able to reduce cdstat capability levels need to be enhanced
SO as to improve quality of customer service anetlice costs.

Therefore, in our endeavor to find out the extentvhich quality ILS management
practice impact BEB in terms of customer servicéhmsub-sector, the study finds quality of
management practice having significant impact, ues® activation level also having
significant impact while capability level's impagis not significant. It is therefore necessary
for the sub-sector to enhance capability level sacaunleash full potential of customer
service.

In the second objective, this study sought to deite the extent to which ILS
resource activation level influences BEB in form afst reduction in the sub-sector.
Although resource activation level does not sigaifitly influence cost reduction, it does
however significantly influence quality customensee and cycle time reduction.

In the third objective where the study sought tplese the extent to which ILS
capability levels influence BEB in terms of cyclmé reduction in the sub-sector, the study
revealed that capacity level has significant infice to predict cycle time reduction.

However, it is neither significant on quality custer service nor on cost reduction.
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Findings from audited financial statements conaurtbat there was gradual
improvement on inventory management. Relative steckls have continued to reduce over
time despite tremendous increase in activity levadsintry electricity connectivity cover and
inflation.

53 Conclusions

The study concludes that the ILS has a major impadhe effective management of
inventory in the ESS in Kenya. In particular, Thedy concludes that quality management
practice has impacted positively on quality custoservice, cost reduction and cycle time
reduction. Therefore quality management practice sgynificant factor influencing the three
variables. Further, that quality management pragctiesource activation and capability level
have significantly impacted cycle time. The secteeds to propagate resource activation and
capability levels so as to be able to reduce cdstat capability levels need to be enhanced
SO0 as to improve quality of customer service andetiuce costs. Generally, ILS has had
important positive impact on quality customer Seeyigiven that both quality management
practice and resource activation level, are itaigant predictors. However, capability level
need to be improved in this regard. In regard ®ithpact of ILS on achieving cycle time
reduction, it is the findings of the study that ifyamnanagement practice, resource activation
level and capability level are vital factors of ytime and have significantly impacted cycle
time reduction in the ESS.

54  Recommendations
54.1 Recommendationsfor policy

To have even more effective management of inveriignyse of ILS, There is need to
recognize quality management practice, resourcwation level and capability level as
factors influencing BEB in the sector. It is impra to improve capability level of ILS on
both quality customer service and cost reductitsy anprove resource activation level to

77



impact on cost reduction. Issues such as custoererce feedback mecanisim, measuring
customer turn-over, sharing of services to enhameenal and vertical integration are cases
in point where improvement may add BEB when enh&én€here are areas, therefore, where
ILS resource need to be enhanced in terms of gualdnagement practice, resource
activation level and capability level, so as tceefively manage customer service, costs and
cycle time, to afford business economic benefitgtie sector.
5.4.2 Recommendationsfor further studies

A similar study with a wider scope to cover therggesector may be considered, to
enlarge the body of knowledge in this area. Furtiveile this paper focused on indictators of
effectiveness including improving operational levénproving customer service and
reducing cost, other indicators of effectivenesssgay requiring research may incorporate
accessing resources, focusing on core businessasing market share, improving business

performance, and developing business network chipedi
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Appendix i:  Letter to Respondents

Electricity Sub-Sector,

P.O Box 30099 00200,

Nairobi.
Dear Respondent,
| am an employee of Kenya Power, currently pursumgster's program in corporate
management at school of graduate studies, at KCelsity.
| am conducting a research on the impact of theghaited Logistics System (ILS) in the
Electricity Sub-Sector warehouses in Kenya. Thesabje of my study is to evaluate the
impact occasioned by implementation of ILS, a medalSAP. The outcome of my research
will be very useful to the sub-sector.
| have identified you to participate in this studyd therefore request you to kindly complete
this questionnaire as objectively as possibleti#dlinformation i get from you will be treated
as confidential and will be used only for this stud

Kindly note that you are free to withdraw at anydlebefore conclusion of the study.

Jackson N. Waweru

SIgNature ......ccovviiiei e

Thank you.
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Appendix ii:  Questionnaire

Section A : Personal Profile

1. Gender: Male{ }

2. Your age bracket (Years).

Female { }

18-30 31- 40 41-50 51-60 Above 60
3. Your highest level of education.
University | Polytechnic/ Secondary, Primary Other (specify)
college school

4. Nature of interaction with ILS: Warehouse — icharge {. }Warehouses operative {..

Customer {..}

5. How often do you use or refer to ILS?. Pleascate as appropriate.

Daily Weekly

Rarely Never

Other, Specify

6. Name of your Organization/Unit/ Department/ Wanese/ Warehouse (Optional):

7. Wage bracket (optional)

Monthly gross salary “000” Ksh 50 & Below. 51-100 01t 150 | 151-200, 201+
8. How long have you been in the organization? aslappropriate.
5 years and below 6 — 10 Years 11 - 15 Years Alkbvéears
Section B : Integrated Logistics System (ILS)
9. Current value of stock in your warehouse in Kgidicate as appropriate)
Below 500,000 | 0.5to 1 Billion| Above 1 to |Above 3 below Above 5 Billion
Billion 5 Billion
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10. Number of Stock Items(Material Codes) in yoar@house (Indicate as appropriate)

Below 500 501 to 2,000 2,001t0 4,000 4,001 t00® | Above 6, 000

SECTION C : Quality Management Practices

11. Quality of Internal operations

Since the introduction of SAP - ILS system for integy management, what is your opinion
on the following statements regarding your warebosexvice delivery improvement? Mark
\ as appropriate.

N.B SA- Strongly Agree, A- Agree, RO Reserved Opion , D Disagree, SD- Strongly
Disagree

Statement SA | A RO | D SD
Facilitated achievement of strategic milestones

Customer feed-back mechanism has improved.
There is business process reengineering (BPR).
ILS upgrading

ILS training

Has Improve business practices

Has improved decision making

Q[0 | T | (W

12. Quality of Internal Operations
Since the introduction of SAP - ILS system for integy management, what is your opinion
on the following statements regarding your warebosexvice delivery improvement? Mark

\ as appropriate.

Statements Yes No
Do you sign performance targets with subordsfate

Do you sign performance targets with manager?

As parastatals, do you observe the PPOA requirespe
Does your manager sit in BOD?

Do you have customer feedback mechanism?

Do you meet user demand

Do you have a mechanism for meeting emergenaysifee

o

~N|o|lo|sw|N| |z
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(o]

Do you have a system to monitor customer turrr-dve

©

Do you have a stand-by staff at night?

SECTION D ACTIVITY LEVELS

13.After the introduction of SAP - ILS for invenfomanagement, what is your opinion on

the following statements regarding cycle-time reiun® Markv as appropriate

Statement s on activity Levels

SA

RO

SD

a| 39 Party contractors have increased many folds

b| Achieved on line real time processing

c| Automated process

14. To what degree do you associate the integatedept to the two statements?

Statements on Internal dynamics

Very
High

High

No

Opinion

Low

Very

Association of integrated concept w
a| organization structure

th

Association of integrated concept w
organization structure

th

Section E: Performance Business Economic Benefit

15. Since the introduction of SAP - ILS system iiaventory management, what is your

opinion on the following statements regarding yowarehouse service delivery

improvement? Mark/ as appropriate.

N.B SA- Strongly Agree, A- Agree, RO Reserved Opion , D Disagree, SD- Strongly

Disagree

Statements

SA

A

RO

D | SD

Customer complaints have reduced

Customer positive feedback has been increasing

Customer responsive score has been increasing

Customer has been he concern of top manageme

nt

olalo|o|w

improvement

Team talk in the warehouse discuss service atgl
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16. After the introduction of SAP - ILS for invemyomanagement, what is your opinion on

the following statements regarding cycle-time reiun® Mark as appropriate

Sharp Small Small Sharp
increase | Increase | Stable| Decrease| Decreas

Total stock holding

Overall Division Performance
Cost of working capital
Moving average Price
Moving Average price (MAP)
Inventory turnover,
Obsolescence

Required storage space
Quotation prices for service
lines

10 | Power tariffs

© 0N OB W N -

A\ 4
1

Section F: Cycle Time Variation
17. After the introduction of SAP - ILS for invemyomanagement, what is your opinion on

the following statements regarding cycle-time reiun® Markv as appropriate

Strongly Reserve Strongly
agree Agree| opinion | Disagree | disagree

Reduced lead-time.
Reduced wait time.
Reduced service time.
Better utility of resources.
Stock-outs have reduced.
Automated processes.

J | Increased stock turn-over.
k | Order filling takes less time.

DT DO |(T|D

Section G: Overall Performance

18. After the introduction of SAP - ILS for invemyomanagement, what is your opinion on
the following statements regarding cycle-time reiun® Markv as appropriate
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SA | A RO | D SD

ILS has improved overall firm performance.

Has enhanced economic benefits.
Has increased customer connectivity.
Has facilitated increase of Return pn
Investment (ROI).

Has increased gross margin.

Has increased profit margin.

SAP - ILS is suited to managing inventory
the company.

SAP - ILS is suited to propel this company|to
excellence.

O|T| 2 |O

o

(¢

—h

n

19. How successful has the warehouse been in édbh fwllowing areas?
NB. VS- Very Successful, S- Successful , NO -No @mn Un-Successful, VUS- Very

Unsuccessful
Mark As Appropriate |VS S NO us VUS
1. | Improving Customeyr
Service
2 Reducing Costs
3 Cycle Time Reductions

Thank you for your cooperation
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Appendix iii:  Electricity Sub-Sector Stock Statistics From 2008 to 2012

Table 1.1 Electricity Sub-Sector Stock Statistics & 2008 To 2012

All Figures In Million Shillings

Year 2012 2011 2010 2009 2008
Turn-over 68,301 | 62,578 55,029 52,690 37,529
Total Inventories 12,241 10,166 11,843 7,439 7,592
Total Current Assets 61,385 64,125 58,844 33,863 ,80831
Total Assets 350,762 323,45%259,263| 194,065| 177,647
PBT (Profit Before Tax) 11,88 10,851| 8,435/ 10,016/ 4,983
PAT (Profit After Tax) 6,812 7,187 6,027 5,081 6,043
Table 1.2 Electricity Sub-Sector Stock Ratios 200® 2012
Year 2012 2011 2010 2009 2008
Current /Total Assets Ratio 571 5.04 4.41 5.73 5.58
Stock/Current Assets Ratio 501 6.31 4.97 4.55 4.19
Stock/Total Assets Ratio 28.65 31.82| 21.89| 26.09] 23.40
Stock Turnover Ratio 558 6.16 4.65 7.08 4,94
Current /Total Assets (%) 17.50 19.83| 22.70| 17.45| 1791
Stock/Current Assets % 19.94 15.85|] 20.13| 21.97| 23.87
Stock/Total Assets (%) 349 3.14 4.57 3.83 4.27
Stock Turn-over % 17.92 16.25| 21.52| 14.12| 20.23
ROA (Return On Assets %) 3.39 3.35 3.25 5.16 2.80
ROI (Return On Stock Investments %) 16{8917.82| 14.19| 19.06] 12.42
Inflation (CPI %) 1096 12.77 3.94| 11.97| 24.88
Table 1.3 Electricity Sub-Sector Stock Statistics & Company For 2008 To 2012

All Figures In Million Kenya Shillings
Year 2012 2011 2010 2009 2008
Kenya Power
Turnover 45,007 42,485 39,107 36,458 23,917
Inventories per Balance Sheet 10,286 8,960 9,926 6,655 6,578
Total current assets 28,159 35,150, 21,000 20,342 20,755
Total assets 134,131 119,878 91,648, 70,648 59,812
PBT 8,506 6,254 5,632 5,674 3,522
PAT 4,617 4,219 3,716 3,225 1,764
KenGen Stock Levels
Turnover 15,999 14,389 10,998 12,652 11,548
Inventories per Balance Sheet 1,955 1,168 1,443 750 985
Total current assets 22,288 19,539 32,599 12,748 10,655
Total assets 163,000 161,000 136,641| 102,736| 99,408
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PBT 4,045 3,651 2,413 4,556 3,078
PAT 2,882 2,080 1,957 2,070 5,896
KETRACO Stock Levels

Turnover 315 280 647 - -
Inventories per Balance Sheet - - - - -
Total current assets 7,145 6,659 3,568 - -
Total assets 28,743 18,986 8,760 - -
PBT 57 479 424 - -
PAT 34 421 388 - -
REC Stock Levels

Turnover 6,980 5,424 4,277 3,580 2,064
Inventories per Balance Sheet 0 38 474 33 28
Total current assets 3,793 2,777 1,677 773 399
Total assets 24,888 23,591 22,214 20,681 18,427
PBT (721 467 (34) (214), (1,617)
PAT (721) 467 (34) (214)] (1,617)
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Appendix iv:  Trend of Total Stock Holding

Trend Of Total Sharp Small Stable Small Sharp
Stock Holding Increase increase decrease | decrease
Statement f % f % F % f % f %
Totl stock holding| oy | 655 | 11 | 172| 10| 156 1| 18° |°

in your warehouse

Overall divisional 26 406 16 25 0 18 281 3 4.7 0 0
performance

Costofworking |5y 1315 | 23 | 359| 9 | 141 4| 62 5 7
capital

Moving average

orice (MAP) 15 234 | 24 375 | 20 312 1 16 1 1.
Efficiency 23 359 | 24 375| 8 125 2 3.1 3 4,
Inventory turnover | 19 29.7 22 34.4 14 21.9 6 9/4 (00
Obsolescence 15 23.4 16 25.0 13 2013 |11 17.2 |6

Required storage 20 |312 | 24 | 375| 8 125 4| 6.2 6/ 9.

space

Quotation pricesfof 14 | 597 | 17 | 266 | 20| 312 4| 62 2 3
service line

Power tariffs 14 21.9 27 42.2 14 21.9 2 3.1 1L
TOTAL 211 |3295 | 204 | 318.8 134] 2098 38 593 24 3
MEAN 211 | 32.05| 204 3114 134 2093 38 503 pa7
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Appendix v:

List of warehouses and their value

NO | WAREHOUSE VALUE

1 Nairobi South St 3,455,263,435.18

2 Likoni Rd Store 1,541,229,976.96

3 Isiolo Rd Store 249,467,629.35

4 Bulk Store 924,331,475.79

5 Ruaraka Store 1,540,473,326.56

6 Dagoretti store 45,099,728.73

7 Machakos store 38,077,689.28

8 Roysambu Store 41,955,326.53

9 Meters store 23,410,940.22

10 | Meter Test store 2,596,086.01

11 | KenGen 1,955,000,000.00

12 | REC 427,000.00

13 | KETRACO 0.00
KPLC 9,817,332,614.6
ESS Stock 12,241,427,000
Percentage 80.20
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Appendix vi:

Reliability

Reliability: internal consistency of quality of management practices

Reliability Statistics

94

Cronbach's Alph{ Cronbach's Alpha Based on Standardized I{f N of Items
.834 .837 8
Item Statistics
Mean | Std. Deviation N
Achieving strateglt 5 9429 84931 70
milestones
Customer feedbad 4 186 74057 70
mechanism
susiness — Processt 5 ggs7 90958 70
Reengineering
Frequent ILS upgrading 4.0571 .72002 70
Frequent ILS training 3.6000 .93870 70
Team talk 3.6571 1.11493 70
Improved Businey 4 2286 70549 70
practices
Improved decisior 5 9429 94617 70
making
Item-Total Statistics
Scale Mear] Scale Corrected [ Squared | Cronbach's
if Item Variance if | Item-Total | Multiple Alpha if
Deleted ltem Correlation| Correlation ltem
Deleted Deleted

Achieving strategic |7 5o00 | 16.717 751 589 789
milestones
Customer feedback | 7 3143 | 19,610 381 285 834
mechanism
Business Processes| ;5571 | 18.656 404 347 835
Reengineering
Frequent ILS 273857 | 18.559 577 468 814
upgrading
Frequent ILS training 27.8429 15.960 75 .636 .783
Team talk 27.7857 16.866 496 443 .828
Improved Business | - 7 5143 | 18.924 527 358 819
practices




Improved decision
making

27.5000‘ 16.775 ‘ .643 ‘ 463 ‘ .802 ‘

Scale Statistics
Mean | Variance| Std. Deviation| N of ltems
31.4429 22.656 4.75984 8

Reliability: internal consistency of Resource actigtion level

Reliability Statistics
Cronbach's Alph{ Cronbach's Alpha Based on Standardized I{ No of Itemg
597 .596 3

Iltem Statistics

Mean | Std. Deviation N
Third party contractors 4.1143 .98603 70
On-line-real-time 3.8286 1.02110 70
processing
Automation of processey 4.0286 99231 70

ltem-Total Statistics

Scale Scale Corrected Squared Cronbach's
Mean if | Variance if [ Item-Total Multiple Alpha if Item
Item Item Deleteq Correlation Correlation Deleted
Deleted
Thirdparty |2 571 | 2.965 309 095 632
contractors
On-line-real-
time 8.1429 2.472 458 .236 417
processing
Automation of
7.9429 2.547 459 235 418
processes

Scale Statistics
Mean |Variance Std. Deviatior] N of Items|
11.9714 4.985 2.23264 3

Reliability: internal consistency of Capability Levels
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Reliability Statistics

Cronbach's Alph{ Cronbach's Alpha Based on Standardized If No of Items
.700 .706 2
Item-Total Statistics
Scale Scale Corrected Squared Cronbach's
Mean if | Variance if| Item-Total Multiple Alpha if Item
Item Item Correlation | Correlation Deleted
Deleted Deleted
Association ILS
with Information| 4.1286 .838 546 .298
Systems
Association 0
LS withl ) oe7q 600 546 298
organization
structure
Scale Statistics
Mean | Variance| Std. Deviation| N of Items
8.3857 2.211 1.48707 2
Reliability: internal consistency of Cycle time rediction
Reliability Statistics
Cronbach's Alph{ Cronbach's Alpha Based on Standardized I{f N of Items
911 913 10
Item-Total Statistics
Scale Meai Scale Corrected Squared Cronbach's
if Item Variance if Item-Total Multiple Alpha if Item
Deleted | Item Deleteq Correlation Correlation Deleted
lead-time 34.9857 39.840 .760 746 .897
waiting time| 34.9000 41.251 .763 .793 .897
service time] 34.9143 42.398 .709 .700 901
utlity of 1 a5 0571 | 41.475 683 652 902
resources
Stock outs | 35.2143 44.026 A57 .295 916
Sock | 351143 | 42.364 641 544 905
turnover
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Order filling | 34.9714 40.550 794 774 .895
tme spentin - 54 9143 | 43.790 622 671 1906
warehouse
Order
processing| 34.8286 42.492 735 763 .900
time
Cycle time
. 35.0714 41.835 .649 .626 .904
reduction
Reliability: internal consistency of Overall performance
Reliability Statistics
Cronbach's Alph{ Cronbach's Alpha Based on Standardized If N of Items|
.901 .903 7
Item-Total Statistics
Scale Scale Corrected Squared Cronbach's
Mean if | Variance if| Item-Total Multiple Alpha if Item
Item Item Correlation | Correlation Deleted
Deleted Deleted
ILS and 24.6714 | 16.079 637 655 894
performance
enhanced
economic 24.6714 15.093 .760 745 .881
benefits
customer 1, 7857 | 14.171 788 630 877
connectivity
ROIRetum onf 5 o571 | 13.968 792 668 876
investments
gross margin | 25.2857 13.685 .708 571 .890
Suited to
manadind 1 54 5586 | 15.934 649 750 893
inventory in
ESS
Suited to Propg
Sector to 24.5714 15.524 .667 770 .891
excellence

Reliability: internal consistency of Cost reduction
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Reliability Statistics

Cronbach's Alph{ Cronbach's Alpha Based on Standardized If N of Items|
294 276 11
Item-Total Statistics
Scale Scale Corrected Squared Cronbach's
Mean if | Variance if| Item-Total Multiple Alpha if Item
Item Item Correlation | Correlation Deleted
Deleted Deleted
Increased stocld 9 9000 | 14.410 343 465 160
holding
Enhanced Overg}
Divisional 27.8000 18.249 -.093 .408 351
Performance
Cost of capital | 29.3143 14.422 .296 .380 175
Moving Averagel o4 1857 | 16.037 231 375 228
Price
Efficiency 27.7857 18.113 -.086 407 352
Inventory 1 »7 9857 | 18.768 _150 221 372
turnover
Obsolescence | 28.6429 12.581 471 .359 .059
storage space | 29.3857 17.429 -.062 253 .359
Quotation price| 29.1429 14.994 .238 421 .207
Power tariffs 29.2429 17.259 .061 .238 .289
Reduced costs] 27.9000 17.772 -.058 313 .343
Reliability: internal consistency of Customer servie
Reliability Statistics
Cronbach's Alph{ Cronbach's Alpha Based on Standardized I{f N of Items
.846 .854 6
Item-Total Statistics
Scale Scale Corrected Squared Cronbach's
Mean if | Variance if| Item-Total Multiple Alpha if Item
Item Item Correlation | Correlation Deleted
Deleted Deleted
customer {5, 5143 | 9.823 651 516 817
complaints
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Customer feed
back mechanisn
Customer
positive feedbac
Customer
responsivenesy
score
Top managemer
concern
customer servict

19.9714

20.2714

20.1000

20.0429
19.9000

10.782

9.795

10.961

10.360
11.541

.699

.681

.679

.543
574

.598

.507

.585

370
405

.810

.810

.814

.841
.831
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Appendix vii: Regression tables

Prediction of Quality of Customer Service

Coefficients

Model Unstandardized Standardize t Sig.
Coefficients Coefficients
B Std. Error Beta
(Constant) 3.065 2.241 1.368 176
Quality of 289 062 507| 4.687]  .000
1 management practice
Resource  activatio 301 151 205 1.996) .050
level
Capability level 274 214 24|  1.277 .206

a. Dependent Variable: quality of customer service

Model Summary
Model R R Square Adjusted R Square Std. Error of the Estimate
1 .696" 484 460 2.41230
a. Predictors: (Constant), Capability level, Reseurctivation level, Quality o
management practice
b. Dependent Variable: Quality of customer service
Correlations
Quality of | Quality of | Resource| Capability
customer | managemen activation level
service practice level
Quality of custome 1.000 661 492 385
service
Pearson Quality of 661 1.000 502 408
_ management practice
Correlation L
Resource  activatig 492 502 1.000 265
level
Capability level .385 408 .265 1.000
Quality - of - custome 000 000 000
Sig. (1-tailed) >0 oC
Quality of 000 000 000
management practiceg
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Resource  activatio 000 000 013
level
Capability level .000 .000 .013
Qua!lty of custome) 70 70 70 70
service
Quality of 70 70 70 70
N management practiceg
Resource  activatio 70 70 70 70
level
Capability level 70 70 70 70
Quality of Customer Service
Histogram
Dependent Variable: quality of customer service
z 7/ ™\
o T T T
_ Regre;sion Standardized Residual
Prediction of Cost Reduction
Coefficients
Model Unstandardized Standardize t Sig.
Coefficients Coefficients
B Std. Error Beta
(Constant) 31.234 4.008 7.792 .000
Quality of 137 110 183 1238 220
1 management practiceg

Resource  activatio -.392 270 -203| -1.452 151

level

Capability level -.014 .384 -.005] -.035 972

a. Dependent Variable: Reduced cost
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Model

R

R Square

Adjusted R Square

Std. Error of the Estimate

1

193

.037

-.006

4.31470

a. Predictors: (Constant), Capability level, Reseuwactivation level, Quality of management

practice

b. Dependent Variable: Reduced cost

Correlations

Reduced| Quality of | Resourcg Capability
cost managemej activation level
t practice level
Reduced cost 1.000 .079 -.113 .016
Quality of 079 1.000 502 408
Pearson management practid
Correlation ivati
Resource acivatiq 113 502 1.000 265
level
Capability level .016 408 .265 1.000
Reduced cost .258 176 448
ral;zljatyement racf[)i]; 258 000 000
Sig. (1-tailed) Resm?rce acptivatio
176 .000 .013
level
Capability level 448 .000 .013 :
Reduced cost 70 70 70 70
Quality of 70 70 70 70
N management practid
Resource activatio 70 70 70 70
level
Capability level 70 70 70 70
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Histogram

Dependent Variable: reduced cost

157
Mean = -3.76E-16

10
S //X
2 unllm \
| 1\
N
0 -|3 -I2 -1 o 1 % é
Regression Standardized Residual
Prediction of cycle time reduction
Coefficients
Model Unstandardized| Standardize{ t Sig.
Coefficients | Coefficients
B Std. Beta
Error
(Constant) -2.907| 4.287 -.678| .500
1 Quality of management practice 551 .118 443 4.665 .000
Resource activation level 1.087| .288 .339| 3.768 .000
Capability level 933| .410 194 2.274] .026
a. Dependent Variable: cycle time reduction
Model Summary
Model R R Square Adjusted | Std. Error of the Estimate
R Square)
1 T77 .603 .585 4.61461

a. Predictors: (Constant), Capability level, Reseuactivation level, Quality ¢
management practice
b. Dependent Variable: cycle time reduction

Correlations

Cycle Quality of | Resourcel Capability
time managemer| activation| level
reduction| practice level
Pearson Cycle. "M 1 000 692 612|464
Correlation reduction
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Quality of

management .692 1.000 502 .408
practice

Resource 612 502 1.000 265
activation level

Capability level 464 408 .265 1.000
Cycle time 000 000 000
reduction

Quality of

Sig. (1-tailed) mana.lgement .000 . .000 .000

practice

Resource 000 000 . 013
activation level

Capability level .000 .000 .013

Cycle time 70 70 70 70
reduction

Quality of

N management 70 70 70 70

practice

Resource 70 70 70 70
activation level

Capability level 70 70 70 70

Histogram
Dependent Variable: cycle time reduction
Mean = 2.71E-18
157 —— ﬁg.mev. =0978
a.. 107

o T T T
-3 -2 -1 o] 1 2 3

Regression Standardized Residual

Prediction of overall performance
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Correlations

Overall | Quality of [ Resourcqg Capability
performand managemsgq activation| level
e nt practice| level
Overall performanc 1.000 712 478 .361
Quiality of
management 712 1.000 .502 408
Pearson .
) practice
Correlation L
Resource activatio 478 502 1.000 265
level
Capability level 361 408 .265 1.000
Overall performanc .000 .000 .001
Quiality of
management .000 .000 .000
Sig. (1-tailed) practice
Resource activation| 000 000 013
level
Capability level .001 .000 .013 :
overall performancs 70 70 70 70
Quiality of
management 70 70 70 70
N practice
Resource activatio 70 70 70 70
level
Capability level 70 70 70 70
Model Summary
Model R R Square Adjusted R Square| Std. Error of the
Estimate
1 729 531 .509 3.674885

a. Predictors: (Constant), internal dynamics, #gtievel, quality of management practice
b. Dependent Variable: overall performance
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Frequency

Histogram

Dependent Variable: overall perfermance

20

15

5

™
e

AN

Mean =7 91E-18
0.9

2 -1 o 1

2

Regression Standardized Residual
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Appendix viii: Operationalization of Variables

Main Independent | Secondary Indicator
Objective Variable Variable

Facilitated achievement of strategic

milestones

Customer feedback mechanism

Business process reengineering

Quality of | ILS upgrading
Decision Performance targets with Subordinates
Making Performance targets with Manager
_ ILS training
Quality  of Team talk
Mana_gement Has improved business practices
Practices - — ,

Has improved decision making
gﬁg?,rerzince' Observing PPOA requirements
Economic Manager sits in BOD .
Benefits Quiality of | Customer feedback mechanism

Internal Meet user demand
operations Meet emergency needs
Monitor customer turn-over
Stand-by staff at night
Third party| -, .
Resource Contractors Third party contractors
'ﬁg\tl';?t'on Level of | On-line-real-time -processing
automation Automated processes
- User Association of ILS to IS
Capability — —
awareness 0 Association of ILS to organizationgl
Level
ILS structure
Main Objective | Dependent Variable Indicator

Performance
Business
Economic
Benefits

Customer Service

Customer complaints

Customer positive feed-back

Customer responsiveness score

Top management concern for customer

Improved customer service

Cost Variation

Total stock holding

Overall Divisional Performance

Cost of working capital

Moving average price

Efficiency

Inventory turnover

Obsolescence
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Required storage space

Quotation price for service lines

Power tariffs

Reduced costs

Cycle Time Variation

Reduced lead time

Reduced wait time

Reduced service time

Better utility of resources

Stock-outs

Increased stock turn-over

Order filling

Average time spent in warehouse

Order processing time

Cycle time reduction

Overall Performance

ILS has improve overall firm performang

Has enhanced economic benefits

Has increased customer connectivity

Has facilitated increase of return
investment

Has increase gross margin

Has increased profit margin

Suited for managing inventory in th
company

Suited to propel the company

excellence
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Appendix xi: Letter of permission

Thika Road, Ruaraka
P.O. Box 56808 - 00200 Nairobi, Kenya
Pilot Line: +254 20 8070408 / 9

Tel: 4254203537842

Fax: +254208561077

Mobile: +254 734 888022, 710 888022
Email: kca@kca.acke

UN IVE RS ITY Website: www.kca.ac.ke
~19 8 9 ~
KCAU/ SGS.13/wm Thursday, November 07, 2013
YOUE REF onmesanocsmets it s

To whom it may concern,

Dear Sir/Madam,

RE: RESEARCH PROJECT

This is to certify that JACKSON NJAU WAWERU REG NO. 12/00449 has
been permitted by the School of Business and Public Management to carry out
research on the topic “IMPACT OF INTEGRATED LOGISTICS SYSTEM ON
PERFORMANCE OF INVENTORY MANAGEMENT IN THE ELECTRICITY
SUB-SECTOR IN KENYA”. The research is purely for academic purposes and
for the partial fulfilment of the requirements for the MBA Corporate
Management degree program.

Kindly assist the student with information where possible,

Yours faithfully,
e —,

uate Studies & Research
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