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On the significance of synchronising strategy and performance measurement:

'Cheshire Pussy,' Alice Began," would you tell me, please which way I ought to go 

from Here?"' that depends a good deal on where you want to go.. Implying if you 

don't know where you are going any way will do.

Carroll Lewis’ "Alice’s Adventures in wonderland.”

O n  the paradoxes that face m anufacturing and operations managers face, W ickham  Skinner wrote:

. . .  O n  M onday they w ant low cost 

O n  Tuesday they want high quality 

O n  W ednesday th e y  want no backorders 

O n  Thursday they  want no inventories

O n  Friday they w ant m axim um  overhead absorption, so  we have to  work over the 

weekend.

L eon g  and W ard, The six P’s c f rmrnfactwing Strategy.
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ABSTRACT

E v ery  firm  has a m ission, o r  vision o f where it wants to be in the long run. Successful 

accom plishm ent o f  which calls fo r  developm ent o f strategies to  enable the firm s focus their efforts in 

one direction - the m ission. Inform ation  or com petitive intelligence has em erged as a com petitive 

weapon in the current m arketplace. Inform ation is essential in the setting agreed upon perform ance 

goals, allocating and prioritising resources and as indicators of areas that need management’s 

corrective action . Having reliable inform ation enables managers to  effect positive change in 

organizational culture, systems, and processes. Perform ance measurement System s when correcdy 

developed provide such inform ation.

This research project sought to  survey how leading K enyan  firms link their operations strategy to 

(strategic) perform ance m easurem ent. O f  concern  also was whether o r  not strategic consensus exists 

betw een C h ie f Executive officers (C E O s) and O perations/m anufacturing m anagers (OM /M M ) in 

term s o f  w hat each considers being im portant perform ance objectives and m easurem ent o f the same. 

T h e survey was carried am ong participants o f  the C om pany O f the year Awards (C O Y A ) as 

representatives o f  best practitioners am ong K enya’s m anufacturing and service com panies. As a semi 

structured questionnaire was used as an interview guide to  collect data. It was administered to both 

the C E O  and O M  top enable analysis o f  consensus

T h e  findings point to the fact that successful firms have fully recognised the im portance o f the 

operations function  in both  generating and supporting overall business perform ance excellence. They 

recognise the need to  pursue all the operations strategy priorities (quality, cost, flexibility, 

tim e/delivery speed and innovation) sim ultaneously as opposed to trading o ff  one fo r  the other. The 

d ifferences in rankings are attributable to what constitutes order winners and order qualifiers in the 

industries and markets that the firm s operate in. T h ese  firms have integrated the emerging non- 

financial perform ance measures into their perform ance measurem ent system s, how ever there is still 

strong em phasis on financial indicators and reports. T h e y  recognise the need fo r  PM Ss to  answer 

such questions as, who are the k ey  stakeholders and w hat do they want or need? W hat strategies do 

we have to  put in place to satisfy  the wants and needs o f  these key stakeholders? W hat critical 

processes d o  we require if we are to  execute the strategies, what capabilities d o we need to  operate 

and enhance these processes and what contributions d o we require from  the stakeholders so as to  

maintain and develop these capabilities?
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1. IN T R O D U C TIO N
CHAPTER O N E

1.1 BACKGROUND

Th ere is a co m m o n  dictum  in m anagem ent that “if you can't measure it, you ain't tmmgg tf!” o r  better 

still 'vhat gets measured gets done' this underscores the im portance o f  measuring Perform ance of a 

com pany’s strategies. D uring the last few  decades we have entered the inform ation era, companies 

have b ecom e m ore com plex because the world has evolved into one global village. Com panies are 

facing su ffe r  challenges in their operating environm ents. Consum ers and w orkers have becom e 

m ore know ledgeable. Inform ation  (com petitive intelligence) and innovation are becom ing 

com petitive weapons. In  terms o f  perform ance m easurem ent, these changes have had three impacts. 

F irst, m any organizations now seek  actively to  differentiate them selves from  their com petitors in 

term s o f quality o f  service, flexibility, custom ization, innovation and rapid response: They have been 

forced  to d o  so because they n o w  find themselves com p eting  in markets w here value rather than 

co st is the prim ary driver. C om peting  on the basis o f  non-financial factors means that these 

organizations need inform ation o n  how  well they are perform ing across a broad spectrum o f 

dim ensions. I f  a business bases its strategy around its ability  to custom ize products, then knowing 

w hether it really is custom izing products, and w hether it is custom izing them  rapidly and cheaply 

enough, is essential. T h e  traditional measures used to  assess business perform ance simply do not 

provide this insight. H ence, businesses have been forced  to  change their measures because they  have 

had to chang e their strategies (N eely, 1991). C onsequently, managing m od em  institutions and 

com panies can n o t be based o n  ancient traditions and inform ation gathering systems. Strategic 

perform ance systems have to aid firms to develop, com m u nicate, measure and continuously 

im prove th e ir  strategies
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T h e  subject o f  perform ance m easurem ent is encountering increasing interest in both  the academic 

and m anagerial ambits [D e  T onia and Tonchia, 2001 ; E c c le s , 1991; Neely, 1999 ; Crowther, 1996 

etc]. This, fo r  the most part, is due to  the broadening spectrum  o f  perform ances required by the 

present-day com petitive environm ent and the new production  /operations paradigm known as lean 

production o r  W ord-Class M anufacturing (W CM ). In addition there is need to  support and verify 

the efficacy  o f  perform ance im provem ent programs (or rmm&menL fads) such as Ju st-In -T im e (JIT), 

T o ta l Q u ality  M anagem ent (T Q M )- from  Japan; C oncurrent engineering, Business Process 

Reengineering (BPR)-(M ichael H am m er and others); M aterials Requirem ent Planning (M RP) and 

Enterprise R esource Planning (E R P )- from  the U SA , O ptim ized Production Technology (O PT)- 

from  Israel, flexible M anufacturing Systems (FM S) fro m  the U K  among o th er sources o f  best 

practice (V o ss , 1995).N eel){ 1999] sums the debate thus: there are seven main reasons for the 

evolution o f  perform ance m easurem ent systems: the changing nature o f  work; increasing 

com p etition ; specific im provem ent initiatives; national and international quality awards; changing 

organizational roles; changing external demands; and the pow er o f  inform ation technology. Many 

authors likefD e Toni and T onchia 2 0 0 1 ; D ixon  et al, 1990 ; Ecles 1991; Ghalayini and N oble 1996 

etc] argue that traditional perform ance measures based on  productivity and accounting techniques 

are no lo ng er appropriate or representative o f  the in form ation  needs o f today's com petitive global 

markets. T h ere  is consensus on  the need for alternative integrated perform ance systems that range 

from  tim e as the basis o f  all m easures to  the integration o f  a variety o f  dynamic perform ance metrics 

relating to  aspects of com petitive strategy.

K aplan and N orton  (1992 , 1996) observe that: “In m an y com panies in the U K , as in the U SA , the 

fam iliar c ry  "everything here is view ed in term s o f the b o tto m  line!" can be heard. In this sort o f
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corporate environm ent, financial indicators remain the fundam ental m anagem ent tool and could be 

said to reflect the capital m arket's obsession with profitability as almost the sole indicator o f 

corporate perform ance. O p p on en ts o f  this approach argue that it encourages m anagem ent to  lake a 

num ber o f  action s, which focus o n  the short term  at the expense o f investing fo r  the long te rm  This 

results in su ch  action as cutting b a ck  on  Research and D evelopm ent, and revenue expenditure in an 

e ffort to m inim ize the impact o n  the cost side o f the current year's Profit and Loss account, or 

calling fo r inform ation on  profits at to o  frequent intervals so  as to be sure that targets are being met, 

both  o f  w hich actions might actually jeopardize the com pany’s overall perform ance rather than 

im prove it. In  general, the opp onents o f  "the bottom  line school" state that because o f  the pre­

em inence o f  m oney m easurem ent in the com m ercial w orld, the inform ation derived from  the many 

stages preceding the preparation o f  the annual accounts, such as budgets, standard costs, actual costs 

and variances, are actually just a o n e  dim ensional view o f  corporate activity.

D uring the early  developm ent o f  operations m anagem ent as a discipline, the em phasis was on cost 

efficiency, w ith little attention being paid to the im pact o f  operations m anagem ent on custom er 

service levels. The emphasis on c o s t  reduction (referred to in the literature an Taylorism and scientific sdxxJ 
c f mmagement) and measuring profits alone started to  change with W ickham  Skinner's article 

"M anufacturing ~ th e  missing link in corporate strategy" (1969). In  this article he dem onstrated the 

im portance o f  operations m anagem ent in determ ining corporate perform ance and provided a 

fram ew ork fo r  matching m anufacturing strategy with the corporate strategy. H e developed these 

ideas fu rth er in his article "The focu sed  factory" (1974) w here he ai^ued that a plant cannot perform  

well on ev ery  yardstick and that each m anufacturing unit should focus on  a few  perform ance 

m easures, trading these o ff  against perform ance m easures, which are less im portant. The reaction o f 

the accou ntants to this challenge has been the revision and updating o f  PM Ss by innovative
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accounting system s like A ctivity -B a se d  Costing (A B Q (Jo h n so n  and K aplan, 1987] and their 

extension to  the measuring o f the so-called non-cost perform ances that by nature are not explicitly 

econ om ic-fin ancia l but are pressingly demanded by custom ers and stakeholders [Kaplan and 

N orton , 1 9 92 , 1996]. T h e literature is not quite explicit o n  how  these non-cost perform ances should 

be m easured.

T h e  environm ental factors w hich necessitate the developm ent o f em erging non-cost PM Ss are 

tw ofold: -environm ental turbulence (in terms o f  frequency and unpredictability o f  change) and on 

the other hand managerial com plexity  (due to  the passage from  strategies based on  cost leadership 

to  those based on  differentiation/custom ization). The em erging PM Ss are adapting to the “value 

strategies based not just on  m easuring and fo r  control to  ones based on measuring the creation o f 

value. M askell (1991) states that a good m easurem ent system  should be related to 

m anufacturing/operations strategy, include non-financial measures, vary betw een locations, change 

ov er tim e, be simple and easy, give fast feedback, and aim  to  teach rather than to  m onitor. A  "good 

system " should  be com prehensive, causally oriented, vertically integrated, horizontally integrated, 

internally com parable and useful, (see also D e T oni and T o nch ia , 2 001 ; W hite, 1996; Cnowther, 1996 

and G halayini and N oble 1996). G o o d  systems include the need to: link operations to  strategic goals, 

integrate financial and non-financial inform ation, m easure what is im portant to  custom ers, motivate 

operations to  exceed custom er expectations, identify and eliminate waste, shift the focus o f 

organizations from  rigid vertical bureaucracies to m ore responsive, horizontal business systems, 

accelerate organizational learning and build a consensus fo r  change when cu stom er expectations 

sh ift o r strategies call fo r  the organization to  behave differently, and translate "flexibility” into 

specific m easurem ent.
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1.2 T H E  R E S E A R C H  P R O B L E M

K en ya’s m anufacturing and service industries have experienced drastic changes in the last few 

decades increased com petition due to  econom ic liberalization (particularly conditionalties imposed 

by  the IM F  and the W orld B an k , [M beche 1997, C oughlin  and Ikiara 1988]. G lobalization has 

resulted in consum ers being m ore inform ed and dem anding. T o  meet these ev er changing demands, 

local com panies have to  develop strategic com petencies. Studies b y  Maina (2001 ), Nyamwange 

(2001) m ade the following suggestions for further research: That there is need to  detail the specific 

practices o n  each o f the operations strategies like flexibility  and systems design, the measuring 
performance and evaluation o f operations /m anufacturing strategies by successful 

companies, and research to find out which o f  the perform ance priorities are order winners and 

order qualifiers in the regional econ om ies am ong others. N eely  (1999) adds the following questions: 

W hat are the determ inants o f  business perform ance? Can the relationship between different 

dim ensions o f  business perform ance be mapped? Can predictive perform ance measures, o r  leading 

indicators, be identified? W hat are the strengths and weaknesses o f the various perform ance 

measures proposed in the academ ic and practitioner literatures? H ow  valid is each o f  these 

measures? D o e s  the appropriateness and validity o f the measures vary according to  the country and 

cultural setting? H ow  can  m easurem ent systems be im plem ented? H ow  can m easurem ent systems 

be used to  manage business perform ance? H ow  can  the evolution o f m easurem ent systems be 

managed o v e r  the long term? T h is study responds to  the challenge by seeking to  find out how 

leading K en y an  firms link their operations strategies to  perform ance m easurem ent. It goes further to 

test w hether C E O ’s and M M / O M ’s are in consensus as to  which perform ance objectives are 

im portant in enhancing excellent perform ance and the m easurem ents thereto.
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A  num ber o f  studies have looked at the generic area o f  strategy they include but are not limited to: 

A osa [1 9 9 2 ] w ho did an investigation into aspects o f  strategy form ulation and implementation 

within large private m anufacturing com panies in K enya. The study found out that foreign 

com panies d iffer  significantly fro m  local /Kenyan ow ned ones with the form er being more form al a 

fact which was attributed to influence from  parent com panies, access to managerial resources, 

form al organizational structures and professional managerial approach to m anagem ent. Karem u 

(1993) found large retail superm arkets practicing minimal budgetary form s o f  strategic management 

with reliance on  intuition and inform al planning. Shim ba [1993] found mixed results in a study o f 

strategic practices am ong com panies in the financial sector, which variations arose due to variations 

in size, ow nership  and strategic managerial orientation. M ost foreign firms had longer financial 

planning horizons com pared to  locals. O geto (1994) com pared financial perform ance o f  public 

enterprises relative to privately ow ned ones and found inconclusive results. O sew e [1998] and Minja 

[1995 ] surveyed financial perform ance measurement used in divisionalised com panies and the 

rationale fo r  selection. T h e  two studies focused on financial reporting o f  perform ance.

E lsew here N yam wange (2001) observes that most o f  the studies so far have concentrated on 

corporate planning and m arketing strategies. A  num ber o f  them  have docum ented specific case 

studies [K o m b o  (1997) strategic responses by the m otor vehicle industry, G ek on g e (1999)- Strategic 

change m anagem ent am ong participants at the N airobi stock Exchange. Owiye (1999) Sugar 

industry’s com petitive in com p etence, Kandie (2001)- strategic responses b y  K P L C  Chepkwony 

(2001) strategic planning am ong the petroleum  firms ...  am ong others. This study focused on the 

m easurem ent o f  strategies am ong leading Kenyan firm s using those that have participated in the 

C om pany o f  the Y ear award p ro ject as a representative sam ple.
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1.3 O B J E C T IV E S  O F  T H E  S T U D Y

o  T o  find out how leading K en yan  firms link th e ir  operations strategies to  perform ance 

m easurem ent, and hence the ex ten t o f  adoption o f  em erging integrated PM Ss 

o  T o  test w hether there is consensu s between C hief executives and operations/m anufacturing 

managers as to  which priorities are im portant in rankings and consequently which perform ance 

metrics are em phasized.

o  T o  d ocu m en t the challenges associated with developing com prehensive strategic perform ance 

m easurem ent systems.

1.4 H Y P O T H E S E S :

■ H ,: C om panies in K enya have adopted the em erging integrated perform ance measurement 

practices that effectively link overall com pany strategy, business strategy and operations strategy.

■ H 2: T h ere  is no difference in the rankings o f  perform ance priorities by the various companies

■ H 3: C E O s and operations M anagers are more likely to  agree than disagree on  the com petitive 

priorities o f  the com pany consequ ently  there is consensus as to  which strategy measures are 

im portant and the measures thereto .

1.5 IM PO RTA N CE O F  T H E  STUDY

T h e findings o f  this study are exp ected  to provide operations managers and o th er decision makers 

with insight into the em erging trends in strategic perform ance measurement. T h e  priorities in which 

perform ance ob jectives are em phasized by  leading com panies will help o th er practitioners in 

redesigning the ir own m easures. W e hope to have enriched the literature and instruction on
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operation m anagem ent in K enya. T h e  study shall ignite the need fo r  longer term  (longitudinal 

studies) in this area o f measuring o f  strategy am ong K enyan firms. As pointed out in other studies 

the available literature is replete with case studies from  the W est, which as pointed out, by Aosa 

(1992) ca n n o t be im ported w holesale in the A frican context. W e have ou r own peculiar 

characteristics. T h e findings m ay also attract other researchers to  delve into areas in operations 

strategy and com petitiveness, w hich hitherto remain furrow .
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CH A PTER T W O

2 L I T E R A T U R E  R E V I E W

2.1 STRA TEG Y

Classical strategies owe their origin to  the G reek word 4strategos’ which was used to  mean the Army 

G eneral [M intzberg, et al., 1995]. T h ey  were strategies o f  war. M odem  strategy is also about war 

with com p etitors for a share o f  the custom er’s heart and mind (loyalty). T h e  m ost oft quoted 

definition o f  strategy in published literature is M intzbeq>’s 5 P ’s which describes strategy as a Plan, 

Ploy, Pattern, Position or Perspective or a m ix o f the five.

Strategy as a plan implies a con sciou sly  intended cou rse o f  actions associated with deliberate 

leadership and docum ented. It has tw o attributes; 1) the fact that they  are form ulated in advance 2) 

th ey  are developed with a purpose.

Strategy as a ploy- a maneouvre aim ed at outsmarting the com petition.
)

Strategy as a pattern- this refers to  a stream  o f  actions, w hich can be viewed by  anyone looking at 

the organization’s actions. This can  be as a result o f planned strategy o r  happen without intention.

Strategy as a position relates to  the context and external environm ent. An organization selects a 

position w here it can use its strengths and core com petencies optimally.

Strategy as a perspective refers to  the mindset and shared values o f  an organization, which guide 

em ployee action s.

A osa (1992) defines strategy as the solving o f  a strategic problem , which is a m ism atch between the 

internal characteristics o f  an organization and its external environm ent, through developm ent o f
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organizational core  capabilities that are correctly related with the external environm ent to exploit 

opportunities.

2.2 PER S P E C T IV E S  O N  O PE RA TIO N S/M A N U FA CTU RIN G  STRATEGY

It is generally accepted b y  operations (in senior Fitzgerald et al, 1991,1 and manufacturing managers 

that operations management perform ance has a m ajor im pact on product co st, product quality, 

speed o f delivery and delivery reliability- the key com petitive priorities. In an attem pt to provide a 

better understanding o f  how  the operations /m anufacturing function can be used to support 

corporate ob jectives, Skinner (19 6 9 ) developed the fram ew ork that is the basis o f m odem  

operations strategy. This was based on  the premise that there are m any ways to  com pete, apart from 

co st, and th at each manufacturing unit should focus on  doing those few  things well that are critical 

to  the achievem ent o f the corporate mission. Underlying his ideas is the con cep t o f  strategic trade­

o ffs : the achievem ent o f  high levels o f  perform ance o n  one factor can on ly  be obtained at the 

expense o f  perform ance on one o r  m ore o ther factors. A n im plication of the trade-off concept is 

that a n u m ber o f  com panies can com p ete in the same m arket, each m eeting the specific needs o f a 

segm ent o f  that market.

D ebate on  tradeoffs has been long and protracted with su ch  questions as: A re trade cffi really necessary? 
Do factories have to be focused? Is strategicfit good enough (see Ferdow s and D e  Meyer, [ 1990], W om ack et al, 

[1990], H ayes and Pissano, [1996 ], skinner, 1992; N ew  1992; Porter, 1996; and Slack [1994] among 

others fo r so m e o f  the m ost incisive discussions on the paradoxes o f  trade-offs.

M any authors am ong them  (M apes and New, 1997; H ayes and Pissano, 1996; N oble , 1997; Flynn et 

al, 1999; O akland , 1988; Garvin, 1987  etc.), point out th at in recent years the existence o f trade-offs 

has been questioned by  the sim ultaneity or the cum ulative school. T hese critics include proponents
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o f lean m anufacturing like: (W om ack, 1990; Hill, 1990; R oth  and M iller, 1992; Schonbeiger, 1986; 

Fendows and D e  Meyer, 1990; S lack , 1991 etc). Sch o n b eig er and Terry  Hill particularly have been 

the m ost n otable stating that, fo r  the m odem  m anufacturing com pany, trade-offs no longer exist. 

T h ey  argue that the factors leading to  excellent perform ance on one factor also lead to excellent 

perform ance o n  the o th er factors. Therefore, world-class com panies will be able to  outperform  their 

com petitors o n  every aspect o f  perform ance. An im plication o f  this is that there is a single generic 

m anufacturing strategy, to  becom e world class, which all m anufacturers should be pursuing. In an 

attem pt to  provide an explanation o f  the dynamic nature o f  trade-offs, Fendows and D e Meyer 

(1990) have developed what they refer to  as the sand co n e  model. T h is is based on  the proposition 

that com p eten ces are cum ulative rather than m utually exclusive. They suggest that lasting 

im provem ents in perform ance always involve the same sequence in the perform ance improvement 

process. F irst, quality is im proved. Then, while im provem ents in quality con tin u e, reliability is 

im proved. N ex t, while im provem ents in these two perform ance areas improve further, flexibility is 

im proved. Finally, while im provem ents in these three perform ance areas continue, cost efficiency is 

im proved.

Spina [1 9 9 8 ] and G agnon [1999] observe that several frameworks have been developed to  study 

m anufacturing strategy. O ne basic distinction is made betw een the content and the development 

process o f  m anufacturing strategy. C ontent refers to  the specifics o f w hat is decided about 

m anufacturing, whereas process addresses how  such d ecisions are made in an organizational setting, 

within w hich manufacturing m ust interact with other business functions and processes and across 

firm ’s boundaries. Subsequently, the various decisions should be linked in order to provide 

consistent support fo r chosen  priorities (see Mills and N eely ,[1998] for a pictorial representation 

m odel fo r  presenting such decisions in a consensual m anner. These are often categorized as structural



(the hardwire)- such as capacity, facility, process, and vertical integration and wfrastruound (the 
scfrum ĵ -  su ch  as planning and co n tro l, w orkforce, quality, perform ance m easurem ent systems, 

organization and new product developm ent and engineering. Voss [1995] and B u ffa  (1984) aigue 

that the co n te n t o f m anufacturing strategy consists o f  the strategic choices in process and 

infrastructure and that operations strategy enhances com petitiveness through manufacturing 

capabilities. V o s s ’s proposes three paradigms for operations strategy i.e.: com peting through 

m anufacturing i.e. identify key su ccess factors (order winners and order qualifiers, Hill, 1990), 

strategic ch o ice  o f  manufacturing strategy, and best practices and world-class manufacturing. All 

three paradigms have strengths and weaknesses and each  partially overlaps the other. H ence a 

continuous lo op  is proposed.

In  presenting the case fo r  a resanve-based view o f  strategy, G agnon [1999 ] a rg u e s ..." that the strategic 

m anagem ent discipline has m oved recently from  a "m arket-based" to  a "resource-based" view o f 

com petition . T h e form er view sees operations as a perfectly adjustable system  focused to 

successfully fo llow  the rules dictated by  markets, while the latter suggests that it is m ore profitable to 

focus on developing, protecting, and leveraging a firm's unique operational resources and advantages 

in order to  change the rules o f  com petition . This paradigm  shift started with evidences that high 

perform ance is explained prim arily by  the strength o f a firm 's resources, and n ot by the strength o f 

its market position. Som e firms com pete in the m anner depicted b y  the sigm oid curve [Skinner, 

1996]. T h e y  thrive by creating and managing chaos in the market place e.g. H ew lett Packard, Toyota 

M icrosoft e tc . This is supported b y  literature reviewed by  Spina [1998 ] .The resource- based view 

has gained m ore im portance a fte r  Prahalad and H am el (1990) forcefully emphasized the link 

betw een c o re  com petencies and com petitive strategy.
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G agnon addresses three broad issues, which have been them atic within the operations literature and 

where the resource-based view m ay help theory building: The actne role of operation wthtn strateyy; The 
demise cf tradeoffs in hyper-oonpetitian; and The implementation c f mwid-dass praawa. It is w orthy noting that 

the three issues are related direcdy to  what Voss (1 9 9 5 ) has termed the three "paradigms" o f 

m anufacturing strategy. F o r  exam ple, the paradigm o f  "com peting through m anufacturing", based 

on  the H ayes and W heelwright (1985) IV- stage m odel points directly to the role o f operations 

within strategy. The second paradigm , called "strategic choices in m anufacturing", which 

concentrates on  making strategic trade-offs between operating priorities, is being challenged in a 

tim e where hyper-com petition m akes order winners short-lived and where qualifiers are becom ing 

tougher. F inally, the paradigm o f  "b e st practices", e.g. T Q M , O P T , FM S, M R P II, E R P  etc relates 

direcdy to  a more fundam ental issue, the im plem entation o f new operations management 

approaches, w hich are expected to  yield world-class perform ance. G agnon fu rther argues that these 

three paradigm s will have to be updated in order to take account o f the resource-based view of 

strategy, as a fourth paradigm m ay  be emerging, dealing with "management fundam entals". At the 

heart o f  the knowledge-based econ om y , this new op eration  strategy may include such issues as 

culture and learning, which had been considered as secondary "organizational infrastructure" 

decisions. T h ese  issues do not sim ply  have to  be "aligned" with operations, but must be managed 

integrally, in  order to be both supportive and generative o f  operating excellence.

Leong and W ard [1995] argue th at the operating definition o f  manufacturing strategy in published 

research has often  been too restrictive to accom m odate the entire gamut o f  approaches used in 

practice. In  particular, the m anufacturing strategies o f  world-class m anufacturers do not fit the 

prevalent planning orientation suggested by m any researchers. T h ey  claim a m ultifaceted view o f 

m anufacturing strategy is needed to  depict accurately the strategic efforts o f all manufacturers. They
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propose six d istinct views o f  m anufacturing strategy; planning, proactivencss, pattern of actions, 

portfolio of capabilities, programmes of improvement, and performance m easurem ent They 

further argue that the difference in manufacturing capabilities between U S-based and Japanese - 

based firms can n o t be attributed to  strategic planning. Autom akers such as T o y ota  and Honda are 

clearly W orld  class and authors like O hm ae, Q uinn and M intzbeig aigue that they have achieved 

built sustainable capabilities increm entally and in the m anner suggested by Hayes and Wheelwright. 

T h e  H -W  m odel argues fo r the evolution  o f strategy through four stages at Stage I the operations 

functions role within the organization is described as being internally moral -  it is expected to be 

neither proactive nor locked into an y  particular form  o f  technology. It doesn’t play any strategic role 

-S k in n e r’s M issing lin k  Stage II is referred to  as Externally moral H ere it seeks to  maintain parity 

with the rest o f  the industry by follow ing and adopting industry practices .It  is characterized by 

capital investm ent. Stage III is describes as Intemdly supportive o f  corporate strategy. The operations 

function pursues a particular functional strategy at the sam e time ensuring decisions are coherent 

and in su pport o f  business strategy. Stage IV  Externally supportive o f  the business strategy vis-a-vis 

com petitors in the m arket place, operations is effectiv ely  managed continually  seeking for 

capabilities in anticipation o f cu stom er needs striving to  stay  ahead o f  com petition.

Unlike M in tzb erg ’s 5Ps, Leong and ward’s 6 P ’s o f m anufacturing strategy are n o t definitions per se, 

rather each P  is offered as a distinct view, a snapshot w hich is partially revealing about the strategic 

intentions an capabilities o f  m anufacturing (the blind m en  and the elephant analogy) -  assembling a 

sequence o f  such  portraits over tim e captures the dynam ic elem ents o f  strategy.

Planning: strategy as a plan is the m ost com m on view. Sem inal w ork by Sk inner (1969) featured a 

planning fram ew ork, w hich suggested the im portant item s fo r  manufacturing management to  plan 

and a m ethod  for aligning m anufacturing’s strategic plan with a broader corporate planning
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fram ew ork. A nderson et al [1989] define operations strategy as a long-range plan o r  vision fo r the 

operation fu n ctio n , which must be integrated with the business strategy and im plem ented through 

operations. H ill [1990], d ifferentiates his planning fram ew ork by  em phasizing the need for 

com bining m anufacturing and m arketing functional strategies and incorporating them  in corporate 

decision fram ew ork. Hayes and W heelwright characterize Skinner and other writers as implying a 

stage III  (internally supportive) role for m anufacturing. Planning is generally top-down. 

P ro a c tiv e n e ss -  is the single characteristic that discrim inates between m anufacturing functions that 

o ffe r  strategic benefit to  the firm  and those that d o n ’t. H -W  fram ew ork illustrates this. 

P a ttern s o f  a c tio n s- is attributed to  M intzberg as seen earlier. In order to m ake inference about 

m anufacturing strategy from  a pattern  o f  actions, an ob serv er must know w hich kind o f decisions 

are strategic.

P o rtfo lio  o f  m a n u fa c tu rin g  c a p a b ilit ie s : According to  Hayes and Pissano [1 9 9 6 ], porter [1996], 

m anufacturing strategy is about selecting and creating operating capabilities as a com pany needs for 

the future. In  addition, the portfolios o f  manufacturing capabilities o f  the m anufacturing unit reflect 

the in tersection  o f operational and market considerations. Ferdows and D e  M eyer showed that 

Japanese m anufacturers ranked c o s t  as their num ber on e  priority while A m erican and European 

firm s ranked quality as num ber o n e . T h ey  observe that the Japanese have achieved a high degree o f 

quality, it n o w  becom es in Hill’s term s an order qualifier. T h ey  maintain quality while pursuing other 

capabilities (e.g. cost and flexibility) - the order winning criteria.

P ro g ra m m e s  fo r  im p ro v em en t: are the means o f building such capabilities, w hich are the basis for 

com petitive advantage. H ow  a firm  chooses to expand its resources and programmes o f 

im provem ent is critical to  understanding its strategy. M ajlu f and H ax [1990 ] describe an action 

program m e as “a structured, co h eren t, timed and evaluated continuum  o f actions with a clearly 

defined schedule for com p letion  in a relatively short tim e span. Exam ples include J I T ,  T Q M ,
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C om puter Integrated M anufacturing, and group technology, flexible m anufacturing etc. but must be 

coordinated with existing capabilities and strategic needs.

P e r fo rm a n c e  m ea su rem en t- (P M Ss) provide a norm ative window through w hich manufacturing 

strategy can  be viewed and the m easures be evaluated. T h e  very choice o f m easurem ent criteria 

ought to re flect the strategic goals o f  management. I t ’s a strategy process issue because it provides 

inform ation to  strategy makers ab ou t the efficacy  o f strategic choices and suggests areas for strategic

correction .

Integrating the six views o f  m anufacturing strategy, they conclude that three o f  the views; planning, 

proactiveness and perform ance m easurem ent describe the process o f  m anufacturing strategy. The 

o th er three views; program m es fo r  im provem ent, p ortfo lio  o f m anufacturing capabilities, and 

pattern o f  action s, represent the content o f m anufacturing strategy.

2 .3  A  F R A M E W O R K  F O R  O P E R A T IO N S  S T R A T E G Y

O perations strategy cannot be d on e in a vacuum. It m ust be linked vertically to  the custom er and 

horizontally  to  other parts o f the enterprise (See illustrated linkag models in- H eizer and Render, 1996; 

Chase et al, 1999; Pearce and R o b in so n , 1997; Jo h n so n  and Scholes, 1999. e tc). There should be 

vertical alignm ent betw een the overall business strategy and the operations strategy., and also 

horizontally with other functional areas. There should be linkages between cu stom er needs, their 

perform ance priorities and requirem ents fo r  m anufacturing operations, and the operations and 

related enterprise resource capabilities to satisfy those needs [W ard, and B ickford , 1996]. The 

general p ro cess is that custom er based new product o r  current product requirem ents give rise to 

p erform ance priorities that b ecom e the required priorities fo r  operations C hase et al [1999]. These 

priorities lin k  into “an enterprise barrel” , because operations cannot satisfy cu sto m er needs without
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the involvem ent o f  other departm ents. G iven its perform ance requirements, an operation division 

uses its capabilities (technology, system s and people) to  achieve those requirem ents- win orders. 

O n e o f the criticism s o f  traditional PM Ss is that they  on ly  measure outcom es and fail to  link 

m easurem ent to  strategy o r  strategic perform ance. A n u m ber o f  models do try to  depict this linkage 

they  include, the perform ance pyram id, developed by L ynch and C ross, (1991 ), T h e perform ance 

pyramid show s the division o f the key perform ance m easures into external and internal. It links the 

ob jectives and measure. T h e com pany's vision is turned into strategies, which are then turned into 

specific perform ance priorities o r  objectives. Mills, N eely  and Adam [47, 49  and 50] argue that 

measures should derive from  stakeholders and not strategy.

T h e  P e rfo rm a n ce  P y ram id

P/Vfurr 2. T/ts'/fer/bmraMtr/>ynj////W

Figure 2.1 the perforrmnoe pyramid

Source: Lynch R.1 and Cross K. F. 1991 Measure up! Yardsticks for continuous improvement Blackwell publishers Oxford
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2.4 Perform ance m easurem ent and competitive priorities

N eely (1991) points out that “R esearch  in the field has been , and is being, undertaken by a diverse 

group o f  p eop le from  a wide variety  o f  disciplines, including accounting (Brom w ich  and Bhimani, 

1989; C handler, 1977; C ooper, 1987 ; Joh n son , 1983; K ap lan  and N orton , 1996), business strategy 

(Chakravarthy, 1986; Sim ons, 1995), human resource m anagem ent (IP M , 1992), manufacturing and 

operations m anagem ent (D ixon e t al., 1990; Fitzgerald et al., 1991; N eely et al., 1996), marketing 

(Fom ell, 1992) and organizational behaviour (M eysr and G upta, 1994). As on e  would expect, the 

research stan ce adopted by  these individuals differs in term s o f the questions being addressed and 

the m ethodology adopted. In essen ce, however, they are all seeking to address one o f the two 

fundam ental questions associated with business perform ance measurement, nam ely: what are the 

determ inants o f  business perform ance; and how  can business perform ance be measured?

W hite [1 9 9 6 ] observes that M anufacturing/ ope rations strategy and perform ance m easurem ent were 

originally linked together in the 1969  article m anufacturing, the missing link in strategy by Skinner 

[1969], in this classical article Sk in n er lays the groundw ork for im provem ents in perform ance 

m easurem ent systems through his criticism  that; "th e  connection  between m anufacturing and 

corporate su ccess is rarely seen as m ore than the achievem ent o f high e ffic ien cy  and low costs". 

Skinner th en  goes on to  suggest that manufacturing con tro ls focus on  cost, quality, flows, inventory, 

and tim e, and that results be m easured in terms o f  productivity, service, quality and return on 

investm ent. Follow ing the w ork o f  Skinner, W heelw nght [19 7 8 ] went on  to  suggest that 

perform ance measures be tied to  the organization's strategy as reflected by  its "com petitive 

priorities". T h e  items fo r  which m anufacturing has at least 80  per cent responsibility are listed as: 

quality (corfonmnoe to specifications, reliability and durability); cost; flexibility (wlume and process); ddnery 
dependability; and speed (ddnery speed and lead time) (See Vickery et al, 1993for ether items).
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Hall et al. [1 9 9 1 ] use the categories o f  quality, dependability, waste, flexibility, innovation, and 

financial. W h ite  [1996] adopted th e  com petitive priorities listed above because they  appear to  have 

been  m ost widely accepted in the manufacturing strategy literature reviewed. Operations/ 

m anufacturing's perform ance relative to  these priorities will laigely determ ine whether or not an 

organization can  be successful in obtaining its strategic ob jectives.

A ccording to  Jon sson  and Lessham m ar (1999) perform ance measurement is n ot a given. It is not 

obvious h ow  firm s should measure their manufacturing perform ances. Various approaches, m ost o f 

them  with a large num ber o f m easures on different hierarchical levels exist. A  serious problem  with 

m ost perform ance measurement system s used in firms is that they o ften  include to o  many different 

measures, w hich makes it difficult to  understand the "b ig  picture" (K eegan et al., 1989). Integration 

betw een m easures is often  problem atic, and many papers have em phasized that firms have no 

effective system  that covers all necessary perform ance dim ensions (e.g. R o th  and Miller, 1992; 

Ghalayini and N oble, 1996; M askell, 1991;etc. Studies b y  M orita and Flynn (1997) and Schm enner 

and V ollm ann (1994) showed that m ost studied com panies needed seriously to  consider changing 

their p erform ance measurements. T h e y  argued that m ost firm s were both  using wrong measures and 

failing to use the right measures in correct ways. It is im portant to identify the critical dimensions in 

a perform ance m easurement system  (what to  measure) and the optim um  characteristics o f  the 

measures (h ow  to measure). C row ther [1996] has co m e up with three such dimensions i.e. 

perspective ( Whose perspective- stakeholders), Purpose (for what purpose) and focus (temporal with regard to 
time -  future Vs past or OrgmizationaL See also Mills, Neely and Adam[46, 49, 50] for a free dimensional 
performance prism and a pictorial representation cf business and functional strategies.
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2.5 Perform ance m easures

T h e m ajor weaknesses o f  traditional PM Ss observed in the literature include the fact that: they are 

based on outdated  cost m anagem ent systems, are lagging m etrics (tim e lagged), they  are not related 

to  strategy, are inflexible, expensive to  produce and contrad ict continuous im provem ent [8] [9] [10] 

[13] [15] [1 6 ] etc. Scholars and practitioners have developed new PM Ss, w hich provide managers 

with on tim e /online inform ation that is necessary fo r  daily decision-m aking. Their major 

characteristics include: having a clearly defined set o f  improvement areas and associated 

perform ance indicators that are related to  com pany strategy and ob jectives vertically and 

horizontally, stress the im portance o f  time in perform ance measurem ent. Link perform ance 

m easurem ent, continuous im provem ent and the shop flo or. The emphasis should be on continuous 

im provem ent rather than m onitoring and control- they  should go beyond ju st achieving but focus 

on  actively planning fo r  the utilization o f benefits fro m  an overall com pany perspective while 

guarding against sub-optim ization.

Leading exam ples of these integrated perform ance m easurem ent systems include: the “ S M A R T ’ 

system , perform ance m easurem ent questionnaire (PM Q ) and the balanced scorecard .

2.6 Em erging models for strategic performance

2.6.1 T H E SMART SYSTEM

T h e strategic measurement analysis and reporting questionnaire was developed by Wang 

Laboratories In c ., as a result o f  dissatisfaction with traditional perform ance measures such as 

utilization, efficiency, productivity and other financial variances (Ghalayini and N oble, 1996). The 

ob jective was to  devise a m anagem ent control system  with perform ance indicators designed to 

define and sustain success. T h e S M A R T  system  can be represented by a four-level pyramid o f
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objectives and measures [Lynch and C ross, 1991] at the top  is the corporate vision o r  strategy. At 

this level m anagem ent assigns a corporate portfolio role to  each business unit and allocates 

resources to  support them . At the second level, ob jectives fo r each business unit are defined in 

m arket and financial term s. At the third level more tangible operating objectives and priorities can 

be defined fo r  each business operating system in term s o f  custom er satisfaction, flexibility and 

productivity. A t the fourth level, the departmental level, custom er satisfaction, flexibility and 

productivity are represented by sp ecific  operational criteria: quality, delivery, process time and cost. 

As the foundation  o f the pyramid, these operational m easures are the keys to achieving higher level 

results and ensure successful im plem entation o f the com pany strategy. F o r  exam ple quality is 

defined in Ghalayini and N oble [1996 ] as... translating the “ voice o f  the custom er” into 

appropriate com pany requirem ents at each stage from  product/service co n cep t to  delivery. For 

marketing and R & D  this means innovative designs within the price and reliability ranges expected 

by  the custom er. F o r production, quality is translated into reliability, aesthetics, and perceived 

quality...

2.6 .2  The Performance M easurement Questionnaire (PM Q)

D ixon  et al [1 9 9 0 ] developed the P M Q  to help managers identify the im provem ent needs o f  their 

organizations, to  determ ine the extent to which the existing perform ance measures support 

im provem ents and to establish an agenda for perform ance m easurem ent im provem ents. The PM Q  

consists o f  fo u r parts. T h e first part provides general data to  be used to classify  the respondents. 

Part two o f  the P M Q  assesses the com pany's com petitive priorities and perform ance measurement 

systems. I t  consists o f  items labeled as “ im provem ent areas” . The respondent is asked to check a 

scaled score . T h e third part is similar to  part tw o but it focuses on perform ance factors

i
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(performance measures). The final pan asks the respondents to provide performance measures that 

best evaluate their own performance and any other general comments.

T h e results o f  the P M Q  are evaluated in four ways: alignment, congruence, consensus and 

confusion. A lignm ent analysis is conducted to  investigate in general terms how  well a company's 

actions and measures com plem ent its strategy. C ongruence analysis is conducted  to provide a 

detailed understanding o f  how well the measurement system  supports an organizations actions and 

strategy. C onsensus analysis is carried out by  grouping the data by  m anagem ent level o r  by 

functional group. This analysis show s the effect o f  com m unication . The goal o f  the confusion 

analysis is to  determ ine the extent o f  consensus (standard deviation) regarding each improvement 

area and perform ance measure

2.6.3 T h e  b a la n ce d  sc o re  ca rd  (BSC)

K aplan and N orton  (1987 , 1 9 90 , 1992 and 1996) developed a fram ew ork for an integrated 

perform ance system  fo r strategic, operational and financial measures. The B S C  provides answers to 

fou r basic questions: H ow  do custom ers see us? {Customerperspective); what must we excel at? (Internal 
perspective)-, can  we continue to im prove and create value? (Iraxnntian and learning perspective) : and how 

do we lo o k  to  ou r share holders? (Financialperspective). T h e  essence o f  an effective B S C  is the creation 

o f  a cause and effect relationship betw een measures and strategy. F o r  each o f  the four perspectives 

the m anagers set goals. Similarly, specific measures are specified in order to achieve each goal. The 

B S C  has tw o m ain strengths. F irst, it summarizes in one m anagem ent report m any o f  the seemingly 

disparate elem ents o f  a com pany's com petitive agenda. Second, it prevents sub-optim ization by 

forcing se n io r mangers to  consid er all operational m easures at the sam e time [N ew ing, 1995].
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Cause and Kffect Diagram

Figure 2.2 Cause and E ffect Diagram
Source: Lynch R.I. and Cross K.F. (1991): Manure up! Yards tides far oottvnac Irrprxnamt. Blachwell Publishers, Oxford

K aplan and N orton  [35 ] further argue that the scorecard  can be translated to  a four stage 

continuously  looping process fo r  strategy developm ent and review. T he first new process- 

translating the vision helps m anagers build a consensus around the organization's vision and 

strategy. D esp ite  the best intentions o f  those at the to p , lo fty  statem ents about becom ing "best in 

class," "the num ber one supplier," o r  an "em pow ered organization" don't translate easily into 

operational term s that provide usefu l guides to  action at the local level. F o r  people to act on the 

words in v ision  and strategy statem ents, those statem ents must be expressed as an integrated set o f 

ob jectives and measures, agreed u pon by all senior executives, that describe the long term drivers o f 

success.

T h e  second process- comnjvicatir^artilirkin^\exs managers com m unicate their strategy up and down 

the organization and link it to departm ental and individual objectives. Traditionally, departments are 

evaluated b y  their financial p erform ance, and individual incentives are tied to  short-term  financial
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goals. The scorecard gives managers a way o f ensuring that all levels o f  the organization understand 

the long-term  strategy and that b o th  departm ental and individual objectives are aligned with it.

T h e third p rocess - business planning - enables com panies to  integrate their business and financial 

plans. A lm ost all organizations tod ay  are implementing a variety o f change program s, each with its 

ow n cham pions, gurus, and consultants, and each com peting fo r  senior executives' tim e, energy, and 

resources. M anagers find it difficult to  integrate those diverse initiatives to achieve their strategic 

goals-a situation that leads to frequent disappointm ents with the program s' results. But when 

managers use the ambitious goals set fo r balanced scorecard  measures as the basis for allocating 

resources and setting priorities, th e y  can undertake and coordinate on ly  those initiatives that move 

them  toward their long-term  strategic objectives.

T h e fourth process- feedback and learning gives com panies the capacity for w hat we call strategic 

learning. E x istin g  feedback and review  processes focus o n  whether the com pany, its departm ents, or 

its individual employees have m et their budgeted financial goals. W ith the balanced scorecard at the 

cen ter o f  its m anagem ent system s, a com pany can m on itor short-term  results from  the three 

additional perspectives-custom ers, internal business processes, and learning and growth- and 

evaluate strategy  in the light o f  recent perform ance. T h e  scorecard thus enables companies to 

m odify strategies to  reflect real-tim e learning.
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Figne 2.3 Ftrkvng the Balanced Scorecard to Strategy

Source: Kaplan R.S., Norton D .P ..(l996):Usme the balanced scorecard as a stnUestc mmaspnett syton, Harvard Business Review vol 7

2 .6 .4  T h e  six  s ig m a  (6 0 )

Six Sigma (6 o )  is a business-driven, m ulti-faceted approach to  process im provem ent, reduced costs, 

and increased profits. W ith a fundam ental principle to  im prove custom er satisfaction  by reducing 

defects, its ultim ate perform ance target is virtually d efect-free processes and products (3.4 o r  fewer 

defective parts per million (ppm )). T h e Six Sigma m ethodology, consisting o f  the steps Define - 

M easure - Analyze - Im prove - C ontrol," is the roadm ap to achieving this goal. W ithin this 

im provem ent fram ew ork, it is th e  responsibility o f the im provem ent team  to  identify the process, 

the definition o f  defect, and the corresponding m easurem ents. This degree o f  flexibility enables the 

S ix  Sigma m ethod , along with its too lk it, to easily integrate with existing models o f  software process 

im plem entation .Six Sigm a originated at M otorola in the early 1980s in response to  a CEO -driven
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challenge to  achieve tenfold reduction in product*failure levels in five >ears. M eeting this challenge 

required sw ift and accurate root-cause analysis and correction . In  the mid- 1990s, M otorola divulged 

the details o f  the ir quality im provem ent framework, w hich has since been adopted by several large 

m anufacturing com panies.

T h e K eyw ords in Six sigma are: P rocess control &  instrum entation: Productivity, measurement &  

control: Q u ality  assurance: Statistical quality control A w ell-designed, w ell-executed system keeps a 

process u nder control at an existing perform ance level. C on tro l charts o f the process can identify, 

and even predict, when the process is becom ing unstable. O perational procedures specify actions 

necessary to  stabilize and bring an ou t-o f-con tro l process back  into control. V ital to  the success o f 

Six Sigma is having a suitable infrastructure that links the program  to the com pany’s bottom  line. T o  

optim ize the benefits o f  Six Sigm a, oiganizations must se lect the best projects and then incorporate 

the sensible use o f  Six Sigma too ls within each  o f them . G oals can  be set fo r  the programs by 

surveying custom ers to  judge needs and expectations relative to the product and service quality.. 

C om panies serious about achieving 6 s capability allow B lack  Belt practitioners, trained in use o f 

statistical m ethods and tools, to apply their specialized skills to  defined im provem ent opportunities. 

12 sequenced steps ensure that a thorough exam ination o f  the process is conducted , as follows: 

Select the critical to quality characteristics; D efine the required perform ance standards; Validate 

m easurem ent system, m ethods, and procedures; E stab lish  the current processes capability, Define 

upper and low er perform ance lim its; Identify sources o f  variation; Screen potential causes o f 

variation to  identify the vital few  variables needing co n tro l; D iscov er variation relationships for the 

vital variables; Establish  operating tolerances on each  o f  the vital variables; Validate the 

m easurem ent system's ability to  produce repeatable data; D eterm ine the capability o f  the process to 

con tro l the vital variables; and Im plem ent statistical p rocess control on the vital variables. Like
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statistical p ro cess control (S P Q  o r  statistical quality co n tro l (S Q Q , 6 s uses S P C / S Q C  tools. What 

6 s m ethods add are tools, discipline, and know-how to im prove processes. Three m etrics arc used to 

m easure p ro cess perform ance. P otential process capability (Cp), and process capability (Cpk) 

indexes assess current process capabilities. Instability index (St) is used to exam ine a process across

tim e.
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C H A P T E R  T H R E E
3 R E S E A R C H  M E T H O D O L O G Y

This study was a cross-sectional survey. T h e  d efin ition  o f  variables and constru cts was con sisten t 

with and borrowed from  such studies as; W hite [1 9 9 6 ]’s survey o f  taxo n o m y  o f  strategy -  related 

perform ance measures fo r m anufacturing and R o th  and M iller [1 9 9 2 ]‘s success factors in 

manufacturing. W hite [1 9 9 6 ] particularly has a com prehensive literature review  covering 51 w orks 

on strategy and perform ance m easures.

The u se o f  B est Practice Award databases and fram ew orks to study elem ents o f  operations strategy 

is quite prevalent in the literature. Exam ples include M apes and N ew  [1 9 9 5 ], who used the T o d ay  

M agazine and Cranfield School o f  M anagem ent, B e st F a cto ry  Survey (U K ) in analyzing perform ance 

trad e-offs. R oth  and M iller [1 9 9 2 ] used the 1988 M anufacturing Futures P ro je c t  (M FP) and F ortu n e 

500 listing in analyzing success factors in m anufacturing. Hayes and W heelw right [1985] used sim ilar 

criteria in operationalizing th e ir four-stage fram ew o rk  M F P  was also used b y  and Ferdow s and D e 

M eyer [1 9 9  l](to  operationalize Sand-C one m odel o f  developing m anufacturing strategy^, in then- 

studies o n  manufacturing strategy, K im  [1998] in a study o f strategies o f  K orean  com panies etc. 

A nd erson  Consulting [1993] has used best practitioners in their lean m anufacturing enterprise­

benchm arking report. O thers include Schonberger [1 9 8 6 ], Hill, [1990 ] and Peters [1995] etc

3.1 Population and sample

The population o f interest constitu ted  large m anufacturing and service com panies operating in 

K enya. T h e  sample constitu ted  all the participants o f  the com pany o f the year award (C O Y A ) 2 0 0 2  

listing. C O Y A  (74) is an acron y m  fo r  the C om p an y o f  the Y ear Awards an initiative o f the K enya 

institute o f  management. It is an annual program m e that seeks to  id entify  and publicly recognize 

com p an ies that dem onstrate excellence and integrity  in their m anagem ent practices. C O Y A ’s
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objectives are to  enable com p an ies to  determ ine h o w  well th ey  practice several aspects o f  

m anagem ent in some areas, nam ely: C orporate Planning, Financial, M arketing, C orporate 

C itizenship , Human R esource In n o v atio n  and Creativity, Quality, E n viron m en tal M anagem ent and 

In fo rm ation  systems

Using a highly developm ent m anagem ent practice assessm ent tool, C O Y A  enables firms to identify  

their k ey  strengths and areas th a t require im provem ent. This in form ation  is summarized in a 

con fid en tial m anagem ent practices report, which is presented to  the com p an y  for m anagem ent 

action. D u r in g  C O Y A  awards gala night, the m ost impressive com panies receive awards fo r  

e x ce lle n ce  fo r  each business ca teg o ry  with the top overall com pany being declared "C om pany o f  the 

Y e a r" . T h e  Perceived benefits o f  C O Y A  include;

• D evelop s a valuable se lectio n  o f  local case studies and successful business models fo r  future 

m anagem ent studies.

• P rov id e useful fram ew ork fo r  evaluating m anagem ent practice through key business 

indicators.

• Provides appropriate positive publicity through the media am ong oth ers.

It is w o rth  noting that the C O Y A  initiative com pares favorably w ith o th er best practice recognition  

initiatives like Cranfield Business S c h o o l and Tim e m agazine’s U K  best fa c to ry  award, T he M alco lm  

Baldrige N ational Q uality Aw ards (U SA ) T h e Jap an ese  D em ing Prize and the m anufacturing 

Futures P ro je c t among others. A  weakness that cuts across the initiatives is that they are voluntary. 

W hile this might not be a truly  scien tifically  selected  sample there d oesn ’t  seem  to be a listing o f 

K en yan  firm s that one might ca ll representative o f  b e st practioners in various areas o f  strategy. T he 

m ost co m m o n  listing used in lo ca l M B A  studies is the Kenya Industrial Research D evelop m en t
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Institute (K IR D I)  which was considered  inappropriate fo r  this study because it lists all and sundry 

and indeed several listed firms have either closed sh op  due to the harsh econ om ic clim ate in the 

country o r  are on the verge o f  d oing so. O th er useful criteria fo r  ch oosin g  a sample that were 

considered included the various professional A ssociation bodies’ annual C om pany awards eg T h e  

Marketing Society  o f K en y a, T h e  institute o f  C ertified Public A ccountants o f  Kenya (IC P A K ), 

Architectural association  o f K en y a  etc , however th ey  were found to be to o  restricted to  the ir 

industries and som e did n ot have a large enough listing.

3.3  D ata collection

T he research  relied on  prim ary data, which was co llect by  way o f  a sem i-structured questionnaire 

having b o th  open-ended and closed  questions. The closed  ended questions enable co llection  o f  

quantitative data fo r  statistical analysis. The open-ended questions w ere aimed at gathering 

qualitative data on the resp on d en t’s view o f strategic perform ance m easurem ent practices in their 

firms and encouraging discussion. The target respondents were G eneral m anagers/M anaging 

directors and O perations / m anufacturing managers because they are the on es involved in crafting  

strategies and the m easurem ent system s. T o  achieve the objective o f testing  consensus the sam e 

questionnaire was be adm inistered to both  the G eneral m anagers/M anaging directors and 

O perations / manufacturing m anagers.

The questionnaire was piloted am on g ten managers drawn from  the E xecu tiv e  M B A  (E v en in g  

Gass) at the university o f  N airob i so  as to  refine b y  identifying and editing any errors th at the 

researcher might have om itted o r  com m itted , such errors including am biguity  in phrasing o f  the 

questions so  as to get the correct responses from  the respondents. T h eir feed b ack  was incorporated  

in the redesigned questionnaire.
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Out of the sam ple fo rty  com panies targeted (see appendix) tw enty-eight o f  them  responded 

representing a seventy percent response rate.

3 .4  D a ta  a n a ly s is

The data collected  was edited fo r  accuracy, uniform ity, consistency, and com pleteness and arranged 

to  enable cod in g  and tabu lation  b e fo re  final analysis as recom m ended in C o o p e r and Em ory, [1 9 9 8 ]; 

Nachmias and  N ach m ias (1999] etc.. The data was th en  coded and cross-tabulated to  enable the 

responses to  b e  statistically  analyzed.

D escrip tive statistics were used to  analyze data by w ay o f  percentages proportions and frequ ency  

d istributions. T hese are appropriate because o f  the qualitative nature o f  such variables (see also 

sim ilar studies M inja, 1995: O sew e 1998 and M aina 2 0 0 1 .

Being a su rv ey  we are n o t alleging causation. H ow ever the hypotheses set ou t in research question  

were tested b y  use o f  non-param etric statistics. M ann  and W hitney's W ilcoxon  m atched paired 

signed test was be used to  test w heth er significant d ifferences exist in the rankings by the com panies 

studied this is recom m end ed  b y  K ru g er (1997). This test uses the signs and score ranks to te st fo r  

significance o f  d ifferen ces betw een any two priorities. T o  test fo r variability/consistency betw een 

the C EO  and O M ’s rankings, the Kruskal Wallis test (recommended in Nyammnpe 2001) was used to 

analyze differences if any. The test is recom m ended as a m ore robust alternative to the single fa c to r  

analysis o f  variance and can  be used to  com pare ranked scores from  two o r  m ore treatm ent groups. 

The procedure is to rank scores irrespective o f  the respondents and averaging any tied ranks. N ex t 

the ranks are attributed to  their appropriate groups and totaled giving a T -valu e. G roup ranks are 

denoted as T IV Tj etc. the T-values used in this K ruskal-W allis Form ula produce a Chi-Square value. 

SPSS 10.0 fo r  window was used to  ca rry o u t the data m anipulation
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C H A P T E R  F O U R

4 A N A L Y S IS  A N D  F I N D I N G S

4.1 G e n e r a l C h a r a c te r is t ic s  o f  firm s su rveyed

The tabulated ch aracteristics o f  the respondent firms are presented in tables 1-. Classification was 

done according to  su ch  attributes as nature o f manufacturing/ service operations; ow nership; 

market for p ro d u cts; n atu re o f operations process (through put) and annual turnover.

Table 4.1; com pany Ownership
Ownership Frequency Percentage Cumulative frequency

Local 13 46 46

Foreign 8 29 75

B o th  local &  foreign 7 25 1 0 0

T otal 28 100

Thirteen o f  the firm s studied o r  46 .43  percent were local. Eight o f  th em  o r  28 .57  percent were 

foreign while seven  o r  2 5  percent are jo indy owned (local and foreign).

Table 4.2 N ature o f industry firm  is involved
Industry classification Frequency Percentage Cumulative frequency

Service/ com m ercial 7 25 25

Manufacturing 10 36 61

N G O  and V olu n teer 5 18 79

organizations

Agribusiness 3 11 9

Others 3 10 1 0 0

Total 28 100
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1 wenty-five p e rce n t o f  the firms cam e from  the service o r com m ercial sector, thirty-five point seven 

one percent w ere  from  the manufacturing sector. N G O  and volunteer organizations constituted 

seventeen p o in t  eight six percent o f  the com panies studied. There were three companies or ten 

point seven p e rce n t from  the agribusiness sector and other m iscellaneous activities respectively.

Table 4.3 N ature  o f  production processes
Industry c la s s i f i c a t io n F re q u e n c y P e rc e n ta g e C u m u lative frequ ency

Jo b  shop 9 31% 31%

Batch 10 35 % 6 6 %

C ontinuou s 6 23 % 89%

Projects 2 7% 96%

O thers 1 4% 100%

Total 28 100

Table 4.4 M arkets served
Industry classification Frequency Percentage Cumulative frequency

Local 13 4 6 % 4 6 %

Regional 10 3 6 % 82 %

International 2 8 % 9 0 %

Global 3 10% 100 .00

Total 28 100
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4.2  D isc u s s io n

4.2.1 C o m p a n y  m issio n

Companies were requested to highlight the key words in their mission statements. This is because 

the mission statement gives the strategic direction o f an organization and captures top 

management’s vision for the company. The core values that the firm espouses arc also part of its 

mission statement.

The highlights in the responses obtained include; creating shareholders’ wealth, Becoming market 

leaders, attaining world-class status, alleviating poverty, and creating a fnendly and healthy

environment.

Using resources efficiently, within the necessary period of time and with the required level o f quality 

in order to fulfil the company’s objectives. Incorporating best practices developed within the firm 

into individual activities. Foreseeing and resolving problems and incidents that arise in the 

workplace. Carefully following a code o f ethics in all activities

With regard to customer service: most firms’ aim at: Being aware of and satisfying customers' 

demands, Making an effort to exceed customers' expectations. Foreseeing potential problems, in 

order to avoid claims and complaints. Looking for satisfactory and efficient solutions for customers' 

claims and complaints.

The leading firms aim at developing an orientation towards change and Innovation, which requires: 

Maintaining a receptive and open attitude to possible changes in activity and new projects of the 

firm; promoting the necessary changes in order to fulfill established objectives; providing innovative 

solutions in order to improve the firm's processes, services or products, and presenting an 

innovative attitude in all professional activities.
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le r  core \alue sought by leading companies is Teamw ork/N etworking. E m p lo y ees 

m couraged to actively contribute to  the fulfillment o f  team s' objectives by bringing in their o u t o f  

office experiences.

Take into accou nt the various interests involved in negotiations, facilitating the resolution o f  

conflicts within w orking team s.

Putting the interests o f  the Group ahead of those o f units o f  lesser scop e, when making decisions. 

K now ing how  to  w ork in interdisciplinary team s, comprising different units, com panies and cu ltures 

Em ployees are encouraged to develop Initiative and leadership by, presenting a dynamic and 

positive attitude to w ork; taking the initiative in unforeseen situations; Prom oting the leadership o f  

co-w orkers and colleagues at all levels within the organization. Setting an example for co-w orkers 

and colleagues.

O n  innovation, the em phasis is on O rientation towards change and Innovative product and service 

ideas. Maintaining a receptive and open attitude to possible changes in activity and new p ro jects o f  

th e  f irm  Prom oting th e  necessary changes in order to fulfill established objectives.

Providing innovative so lutions in order to im prove the F irm ’s processes, services o r  products. 

Presentin g  an innovative attitude in all professional activities

4 .2 .2  B e l ie f  as to  w h eth er op eration s stra teg y  en h a n ce s co m p e titiv e n e ss

f h e  respondents were asked to rank their belief as to  whether the operations function enhances the 

f irm ’s com petitiveness o n  a semantic 5 -point Likert scale. The analyzed results on table b elow  

indicate that there was 1 0 0 %  consensus that indeed the operations function does enhance and 

generate perform ance excellence in their com panies. The zero variance in the paired responses o f  

C E O  and M M / O M ’s indicate the two groups also agree. This finding concurs with a nu m ber o f

A//U
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leading theses on the import link between manufacturing / operations and strategy e.g. Skinner 

[1969,1996] Voss [1995] Leongand Ward [1995] Hayes and Pissano [1996] among others.

4.3 sequence of pursuit o f operations priorities

100% o f the respondent indicated that they pursue their operations priorities simultaneously as 

opposed to trading off one for the other. Again this concurs with the assertion by such writers as 

terry Hill and Schonberger of the simultaneity school o f thought.

4.3.1 Use of non-financial measures

Responses to this question indicate that the firms studied include both financial and no-financial 

measures in their annual reports. However there is a general feeling that the non-financial measures 

are more internally focused (for use within the organization) while financial measure are reported to 

the external publics.

4.4 Performance indices

This question sought the firms Key performance indices in the various categories clustered into the 

performance priorities. The responses are discussed below.

4.4.1 M easurement of the co st dimension

Firms are concerned about cost management, but most do not compete solely or even primarily on 

this basis. Choices about how they pursue marginal decreases in cost are generally technological in 

that they involve tradeoffs among capital, overhead, labor, and/or materials.

Advanced manufactunng technologies, including hardware, software, and management techniques, 

have changed the nature of tradeoffs especially for manufacturers. These changes have occurred
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>t of products is com pared  relative to  com p etitors and benchm arked against industry averages, 

ncipal m easures used b y  the firm s studied revolve around m easurem ent o f  factor iput 

ductivity, th e y  include:- M anu factu ring  / operational c o s t  e.g. overheads- L ab or productivity 

1 efficiency. Sa lary  and W age bills i.e. D irect and ind irect labour costs M aterials: Inventory: 

pcentage in v en tory : M ach in e productivity  and equ ipm ent efficiency- Capital productivity O verall 

uipment E f f ic ie n c y  P ercentage average set-uptim e im provem ent per product line.

:sign cost: R e la tiv e  R & D  expenditure

lallenges fa c e d  b y  firm s include: con stan t price flu ctu ations, p o o r infrastructure that keeps 

ralating the c o s t  o f  virtually everything, High/ punitive tax  regime, fluctuations in interest rates 

it make b o rro w in g  and co st o f  m o n ey  very high. Fluctuations in exchange rates that m ake 

portation o f  q u a lity  supplies expensive etc.

4.4.2 M easurem ent of the quality dimension

veral a sp e cts  o f  quality are sought- they generally revolve around G arvin ’s ’ eight dimensions o f  

lality i.e. fea tu res , reliability, conform ance, durability, serviceability, aesthetics and perceived 

lality. F irm s  traditionally focused o n  the conform ance dim ension o f  quality. Each  o f the o th er 

m ensions o f  qu ality  also represent possible bases o f  com p etition , but these other dim ensions 

quire m o re  in ter-fu nctional coordination  am ong m anufacturing, m arketing, research and
f

evelopm ent, an d  engineering than does achieving con form an ce quality.

Xher variables co m m o n ly  m easured include: R esponsiveness, A ppearance, Cleanliness, C om fort, 

;riendliness, C o m m u n ica tio n , C ourtesy, C om petence, A ccess , Availability, and Security etc.

narily through "set up" efficiencies, w hich reduce the cost penalty of manufacturing short runs o f

tomized products relative to  long runs of standardized products.
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Cost of products is co m p ared  relative to  com p etitors and benchm arked  against industry averages. 

Principal measures used b y  th e  firm s studied revolve around m easu rem ent o f  fa c to r iput 

productivity, th e y  include:- M a n u fa c tu rin g  / operational c o s t  e.g. overheads- L a b o r productivity  

and efficiency. Salary  and W a g e  b ills i.e. D irect and in d irect labour costs M aterials: Inventory : 

Percentage inventory: M a ch in e  p ro d u ctiv ity  and equ ipm ent efficiency- Capital productivity  O verall 

Equipment E ff ic ie n c y  P ercen ta g e  av erag e set-uptim e im p rovem ent p er product line.

Design cost: R elative R & D  ex p en d itu re

Challenges faced  b y  firm s inclu d e: co n stan t price flu ctu ation s, p o o r infrastructure that keeps 

escalating the c o s t  o f  v irtually  everyth in g , High/ punitive tax  regim e, fluctuations in interest rates 

that make borrow in g  and c o s t  o f  m o n e y  very high. F lu ctu ations in  exchange rates that m ake 

importation o f quality  supplies ex p en siv e  etc.

4 .4 .2  M easurem ent of the quality dimension

Several aspects o f  quality are sou gh t- th e y  generally revolve around G arv in ’s ’ eight dim ensions o f  

duality i.e. features, reliability, co n fo rm a n ce , durability, serviceability, aesthetics and perceived 

quality. Firm s traditionally fo cu sed  o n  the con form an ce d im ension o f  quality. E a ch  o f  the o th er 

dimensions o f  quality also rep resen t possible bases o f  com p etition , but th ese  oth er dim ensions

require m ore inter-functional co o rd in a tio n  am ong m anufacturing, m arketing, research and
/

development, and engineering than d o es achieving co n fo rm an ce  quality.

O th er variables com m only m easured include: R esp onsiveness, A ppearance, C leanliness, C om fort, 

Friendliness, C om m unication, C ourtesy, C om petence, A ccess , Availability, and Security  etc.

primarily through "set up" efficiencies, w hich reduce the cost penalty of m anufacturing short runs o f

customized products relative to  long runs o f standardized products.
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Four lead in d icators identified are: Produced quality, perceived quality, Inbound (supply) quality and 

Quality c o s ts .

Em phasis is put on  attaining quality Right First T im e (RFT). Indicators include: Customer 

satisfaction A ttain m ent o f quality awards e.g. Kenya Bureau o f Standard D iam ond Mark, ISO  

certification , awards b y  professional bodies eg Marketing society o f Kenya (M SK ) etc. Measurement 

o f scrap -  c o s t  o f non-quality Tests for com ponents, sub-assemblies and finished products e.g. 

tolerances co n fo rm ity  to  specs etc  Fault analysis • "m ost likely reasons" fo r  product failures 

Actual fa ilu re rates against target failure rates Complaints received against the quality assurance­

testing program m e

C ustom er satisfaction  Percentage o f  surveyed custom ers satisfied Reputation in the market place 

Service ca ll rate and clien t’s response.

D efect lev e l as perceived and measured by custom ers and analysis ofLead tim e reduction in time 

betw een d e fe c t  detection and correction. Value o f returned merchandise and Percentage o f product 

returns o r  w arranty claims further analysis o f  Mean tim e between failures (M l B F ) is also done. 

U p-tim e percentage (facilities utilizations percentages) Percentage unscheduled downtime 

reduction. T h e  challenge here is in getting supplies that can deliver quality inputs at reasonable 

prices. T rain in g  staffers on the im portance o f  maintaining high quality standards. K eeping up with

changing cu stom er demands.

4.4.3 M easurement of the flexibility dimension

The c o n c e rn  here is how  the firm  responds to  various changes in the operating /market

environm ent. Principal aspects o f  flexibility measured are: Volume flexibility, Product mix flexibility, 

Product and process m ix flexibility Expansion flexibility

Lead-tim e and C ycle time (m ake tim e/total time) Production cycle time E x te n t to  which quality is 

unaffected  by  mix/volume changes Extent to  which c o s t is unaffected by m ix/volum e changes
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Perceived relative p ro d u ct flex ib ility  N u m b e r  o f  part types an d  processes

Time to replace to o ls , change to o ls , a ssem b le  o r  m ove fix tu res- general ch an g eo v er tim e.

percentage change o f  ord er w ith ou t lead -tim e change V ariab ility  o f  L o t/ b a tch  size- ability to

customize smallest e co n o m ica l v o lu m e A b ility  to  p erfo rm  m ultip le tasks e ffic ien tly

Job classification: P ercen tag e w o rk fo rce  cross-train ed  (d oing m ore than  one skilled jo b

Percentage increase in average number o f direct labour skills and multipurpose equipment

Percentage of s lack  tim e fo r  eq u ip m en t, labou r, e tc . D isru p tio n  caused b y  breakdow ns

Flexibility is a fu n c tio n  o f  installed  cap acity . T o  m aintain standards and better th e m  often  calls fo r

more investment w h ich  m ost firm s fin d  taxing.

4 .4 .4  m easurem ent of the reliability dimension

Delivery reliability is the ab ility  to  d eliv er accord ing to  a p ro m ised  schedule. H ere  the firm  m ay n o t 

have the least c o s t ly  n o r the h ighest qu ality  product but is able to  com p ete o n  the basis o f  reliably 

delivering products w hen p ro m ised , even  if the prom ise date is fa r  in th e  future. F o r  som e 

customers, delivery reliability  is n o t enough; delivery sp eed  is also n ecessary  to  win the order. 

Although the tw o  d im ensions are separable, long run su ccess requires that prom ises o f  speedy 

delivery be kept w ith  a high degree o f  reliability

The com m on dim ensions are: p ro d u ct m ix, volum e and changeover. W hat is m easured include; 

Perceived relative reliability; R eliab ility  relative to  com p etito rs Percentage on-tim e delivery 

Production plan and due date adherence

Percentage increase in p ortion  o f d elivery  prom ises m et, average delay. Percentage reduction in lead- 

tim e per product line/project and P ercen tag e reduction in purchasing lead-tim e 

Percentage increase in average n u m b er o f  direct labour skills and m ultipurpose equipm ent
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This perform ance d im ension  is c lo se ly  related to flexibility : Measures em phasized include: 

Delivery reliability and delivery S p eed . T im e fro m  cu sto m er's  recognition o f  need to  delivery 

Response time O rd e r  p ro cessing  tim e

Throughput tim e fo r  Paperw ork and M aterial, N u m b er o f  changes in pro jects Engineering  time 

Value added as p e rce n t o f  to ta l elapsed  tim e and D e cis io n  cycle time i.e. lost w aiting for decisions 

New product in trod u ction  versus co m p etitio n

Development tim e  fo r  new p ro d u cts fro m  idea to  m arket. Average tim e betw een innovations and 

product going live.

4.4.5 M easurem ent of the innovation dimension

The measures are  designed to  keep th e  com pany focu sed  o n  creativity, product developm ent, and 

improvement. M easures ob ta in ed  inclu de: In fo rm ation  availability fo r decision-m aking, E x ten t o f  

reliability o f  m anagem ent in fo rm a tio n . Quality W o rk fo rce : - percentage o f  em ployees m eeting 

mandatory qualification standards. A u d it o f  quality o f  w o rk in g  environm ent.

Performance o f  th e  innovation  p ro ce ss , P erform an ce o f  individual innovations, etc.

Good perform ance in innovation  calls fo r  investm ent in R esearch  and D evelopm ent. Progress is 

hampered by piracy and influ x o f  ch eap  im itations especially from  the T iger econ om ies. T h ere  is a 

booming b lack-m arket that the g o v ern m en t and business associations should strive to elim inate 

through p rop er policing.

A point w orthy noting is th at th o se  m etrics that m anagem ent have an in terest in or follow  up 

more frequently seem  to b e  taken m o re  seriously by the staffers especially w h ere human resource 

perform ance evaluations and reward system s are tied to th ese  measures.

4 .5  O ther significant issues

1 he two critical questions that need to  be addresses in analyzing PM Ss are, w h at to measure and 

How to m easure. W hat to measure is answered by the list o f  com petitive or perform ance priorities
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while how to  m easu re is m ore com plicated  because as we have seen above, the list o f  measures 

varies quite a g rea t deal. I t  is affected  by  such variables as nature of industry and experiences o f the 

management te a m . H ow ever, by focu sing on fou r key factors with regard to the information needed 

to improve co m p etitiv e  perform ance i.e. possible sources o f  data, type o f data collected, the 

reference b ase used  and the location  o f  the measure.

With regard to  possib le sources o f  data, a com pany can obtain measures o f its perform ance stricdy 

from internal data, w hich is what has been done historically. F o r  example, quality can be measured 

internally b y  co n fo rm an ce  to design specifications. Today, however, companies have begun to 

focus in creasin g ly  on  the external environm ent. Quality is defined in terms o f the customers' needs 

organizations have to be custom er-driven. This shift has led to a realization that performance on 

com petitive priorities m ust also be measured using data from  external sources. F o r  example, quality 

can be m easu red  through such external measures as conform ance to custom ers' needs, custom er 

satisfaction , o r  repeat purchases. Several authors have noted this intem al/extem al dichotom y and 

have recom m end ed  that organizations use both types o f  measures. N ote that external measures can 

also focus o n  suppliers, com petitors, o r  any o ther entity external to the organization.

Internal m easu res are usually easier to  obtain, but they are myopic in the sense that they look only 

within the organization. External measures may be m ore difficult to  obtain but provide valuable 

in form ation . F eed b ack  from  custom ers can provide insights not available from  internal sources and 

what is m o re  con su m er is king!.

W ith regard to  data type the issue is whether the data used is subjective o r  objective Regardless 

w hether data com e from  within o r  outside an organization, we can differentiate between two types 

o f  data: su b jective and ob jective. Subjective measures are based on  opinion or estim ates, while 

objective m easures are based o n  independendy observable facts. M uch o f the inform ation gathered 

from  w ithin a com pany — and especially the inform ation that has historically been collected for
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performance m easu rem en t -  can be obtained in the form  o f objective data. As companies have 

moved to e x te rn a l sources o f  inform ation  they  have found much o f  that inform auon involves 

people's o p in io n s , such as custom er perceptions o f product quality o r  com petitor evaluauons of 

company stren g th s. F o r  exam ple, N em etz [80] found in h er research efforts that: "Because o f the 

virtual n o n e x is te n ce  o f  accurate, standard, and objecdve perform ance data, and the practical 

difficulties associa ted  with attem pting to gather it, it was necessary to rely on perceptual 

perform ance m easures fo r  the research".

When p erfo rm a n ce  m easurem ent inform ation is being collected with the purpose o f  improving 

perform ance, b o th  ob jective and subjecdve data are needed. O bjecdve measures have the advantage 

of not being biased by w hoever is providing the opinion o r estimate. F o r  exam ple, a com pany that 

m anufactures personal com puters m ight measure the percentage o f units produced that boot up 

correctly. T h is  would be an ob jective measure. Conversely, subjecdve measures provide a wealth and 

variety, w h ich  is not o ften  obtainable from  objective, measures alone and are often unavoidable 

when data are being collected externally. I f  the com puter manufacturer wants to  know  whether its 

product m eets the needs o f custom ers, subjective data m ay be required. Such subjective data might 

include p ercep tion s about how  easy  the com puter is to  use o r even how  com fortable its keyboard is 

to  type o n .

C on cern in g  the issue o f  what R eferen ce should be used an essential question one must ask relates 

to  how  th e  data will be used in evaluating perform ance. A  particular measure is o f  little value by 

itself; it m u st be com pared against som e reference value to be meaningful. In  oth er words, we ask 

the qu estion , "W hat is the fram e o f  reference?" O ne reference fram e involves com parisons within 

the organization  -se lf-re fere n ce . F o r  instance a firm m ay want to see how its labour costs change 

over tim e. Su ch  a measure is self-referenced. Today, how ever, it seems unlikely that any com pany 

can afford  to  measure its m anufacturing perform ance by  internal standards alone self-referenced
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measures in d icatin g  excellen t perform ance can mean nothing if the competition has upped the ante 

to a new, h ig h er, level o f  required perform ance. Com paring a firm’s own perform ance with that of 

non-competitor organizations that are recognized for excellence in a particular activity also provides 

useful in fo rm atio n . Such com parison  requires the use o f  benchm ark measures.

The last issu e is w hether nature o f  Process orientation: input or outcome another essential 

measurement question to  be dealt with is the location where measurement occurs. The issue of 

internal v ersu s external data source partially answered this question. However, data can still be 

collected fr o m  several places within an organization. The focus here on whether data are collected as 

a process in p u t o r  process ou tcom e. Measures of business performance have traditionally been 

based on  accou n tin g  data. Because these data are collected after the fact, they tend to measure 

process o u tco m e s. H owever, recent developm ents indicate that measurement o f process inputs can 

also be im p o rtan t.

F o r  in stan ce, M ichael H am m er [quoted  in W hite, 1996] relates the story of Ford's efforts to reduce 

its accou nts payable staff from  5 0 0  to  4 0 0  people until it learned that Mazda did the same job  with 

just five em p loyees. Ford  had been  focusing on ly  on the outcom es, which included the payment of 

suppliers and  th e  cost incurred in doing so. W hen the process inputs were analyzed, Ford found 

th ey  included 14 different data item s, which had to be m atched for each separate order. This led to 

the realization th at one unintended outcom e was a large percentage o f time spent ins estimating in  ms 

that did n ot m atch .

.
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CHAPTER FIVE
5 S U M M A R Y  A N D  R E C O M M E N D A T I O N S

5.1 C O N C L U S I O N S

The theory o f  operation s strategy has undergone trem endous evolution and as we have seen for a 

business to su cceed  it needs to invest in an integrated perform ance measurement system. As 

evidence from  th e  literature review points out considerable multidisciplinary research is going on in 

various aspect o f  corporate perform ance measurement. T h e  amount o f  discourse and research 

output evidenced b y  the copious am ounts of refereed journal articles and texts dedicated to this 

topical issue. T h e se  researches, w hich are predominandy fro m  the western countries, tend to agree 

that the nature o f  com petition  is perpetually evolving and becom ing more aggressive. From the 

literature it is w o rth y  noting that, Su ccessfu l firms whose strategies are documented in case studies 

have recognized the im portant role that operations should play in both generating and supporting 

superior com p etitive advantage. T h e y  have de-emphasized traditional financial measures and 

adopted the m o re  proactive integrated no-financial m easures that focus more on strategy and 

competitive priorities- they  measure the entire process fro m  inputs thro throughput to output as 

opposed to ju st m easuring the outcom es.

The approach b y  world-class com panies to  competitive strategy is custom er driven. T o  be leaders in 

the m arketplace th e y  approach the issue o f perform ance measurement by taking a critical lo 

who the key stakeholders are, what are their needs and expectations? W hat strategies do they have to  

put in place to  satisfy  the wants and needs o f these key stakeholders? W hat cnncal processes do they 

require if they  are to  execute the strategies, what capabilities do they need to operate and enhance 

these processes and what contributions do they require fro m  the stakeholders so as to  maintain 

develop these capabilities?
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Hi project had the threefold objectives of; finding out how leading Kenyan firms link their 

operations strategies to performance measurement, and hence the extent of adoption of emetging 

integrated PMSs; T o  test whether there is consensus as to what duel execuuves and 

operations/manufacturing managers consider to be important performance pnonties, their rankings 

md consequently which performance metrics are emphasized; and lastly to document the challenges 

associated with developing comprehensive strategic performance measurement systems.

the findings point to the fact that successful Kenyan firms have fully recognized the imponance of 

he operations function in both generating and supporting overall business perfomrance excellence. 

They recognize the need to pursue all the operations strategy priorities (quality, cost, flexibility, 

ime/delivery speed and innovation) simultaneously as opposed to trading off one for the other. The 

differences in rankings could be attributable to what constitutes order winners and order qualifiers 

n the industries and markets that the firms operate in. These firms have integrated the emeiging 

ion-financial performance measures into their perfomrance measurement systems, however there 

is still strong emphasis on financial indicators and reports.

3 .  d »  development .1  m m * .  * e  f i n .  stndfid « * * » <  * «  

tpptoach .  „ p [« , d  to th . trade-offs apptoach. < * * ,  m i  e «  «• b *

.inning ctiterij while DelivetySpraral m l  f i » « * « l  ■ * > * » “  id e ra W  .  onie, A

number of respondents a^ued dtat the Kenytn madiet is stiU quite pdee setisiuve end Cost at times

becomes an order winner.

We tuve seen that successful companies invest in fotmtl strategic planiltng. They s

business strategy, operations strategy and other functional strategies. That alignment is develaped by

obtaining com ensm  f i n .  the v.tious f-ncdom l ”
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important in ach iev in g  the firm ’s m ission. After the consensus is reached, the question then 

I becomes how  do th e y  m easure these aspects o f  strategy?

I Having u nderscored  the im portance o f  the operations function in business strategy, it is therefore 

imperative that organizations striving to  succeed especially the sm all and medium (micro) enterprises 

(SMEs) have a le a f to  borrow  from  the successful com panies in form al design, implementation and 

measurement o f  strategy.

The question th e re fo re  becom es, h ow  do the theories and tools developed in production and 

operations m an agem en t help the sm all entrepreneur improve on  his competitiveness and enhance 

his business su ccess?

5 .2  L I M I T A T I O N S  O F  T H E  S T U D Y

The study does su ffer fro m  a num ber o f  limitations, w hich should be borne in mind when 

interpreting the findings and conclusions drawn therefrom . F irst and foremost the sample used was 

a convenience sam p le in the absence o f  a truly scientific way o f  obtaining a listing o f firms that are 

best practioners in  their various industries. . The findings are based on responses by only twents 

eight firm s m aking it a sm all sam ple. A  num ber o f firms failed to respond while in others 

respondents at tim es did n ot quite have a grasp o f  the theoretical issues that are pervasi e in 

literature. T h e researcher had a tim e limitation because the questionnaire was designed 

interview guide so  as mitigate against the deficiency o f questionnaire based researches like wrong 

interpretation o f  questions. And the need fo r more clarifications.
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5.3 S U G G E S T I O N S  F O R  F U R T H E R  R E S E A R C H .

I There is need th e re fo re  fo r studies to lo o k  at how the smaller firm s that do not have the resources 

' of the larger firm s can  also design appropriate strategic perform ance measures to enable them 

compete given th a t a m ajority  o f  K enyan firms are jua-Kali o r sm all and medium sized.

There is need also f o r  m ore longitudinal studies on how  the P M Ss o f  these firms have evolved over

time.

Specific m easures o f  the various perform ance priority areas still need to be more documented 

especially on a m o re  detailed cased-study form at so that we can  benefit form  the rigor and detail of 

how particular com p an ies have developed their priorities and measurement systems for their chosen 

strategies.
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1) Aga K h a n  H ospital

2) A pollo Insurance Co. Ltd :

3) Atlas C op co K en ya Ltd

4) B id co O il R efineries

5) B O C  (K ) Ltd

6) Chandaria Industries Ltd

7) Q T I  B an k  N .A

8) Davis &  Shirtliff Ltd

9) East A frica Brew eries

10) G ailey &  R oberts

11) G enesis C om m unity  Dev.

12) Gina D in  C orporate Comm.

13) Grand R egency H otel

14) IN C A

15) Industrial D evelopm ent B ank  IT D G

16) K en o l / K o b il K en y a-incomplete
17) K enya Airways

18) K enya Vehicle M anufacturers

19) K od ak  Kenya

20) Lubeschem  K en ya Ltd.

21) M abati Rolling mills -  One set
22) M ission for E ssential Drugs

23) Mumias Sugar Company-

24) N airobi H ospital

25) P ow er Techniques Ltd.

26) Skills Across K enya

27) Serena H otels &  Lodges

28) G laxo-Sm ith K  line Int.

29) S o n y  Sugar C om pany Ltd.

30) Spinners &  Spinners Ltd.

*  tw o questionnaire sets were declared incom plete for analysis

Appendix I sa m p le  /  R esp o n d en ts

- 5 4 -



Test Statistics?

QLTY2-
QLTY1

COST2 - 
COST1 DEL2 - DEL1

FLEX2 - 
FLEX1

INNOV2 • 
INNOV1

TECH2- 
TECH1

"Exact big. (2 -ld .leO r 1.000d .727d .001d .481a .004d .U21°
a. Binomial distribution used.

b. sign Test

T-Test
Paired Samples Statistics

Mean N
Bair — ULI VI " 4.8571 'IF
1 QLTY2 4.8214 28

Pair COST1 4.5714 28

2 COST2 4.6786 28

Pair DEL1 4.5000 28

3 DEL2 3.7857 28

Pair FLEX1 4.3571 28

4 FLEX2 4.1786 28

Pair INNOV1 4.3571 28

5 INNOV2 3.8571 28

Pair TECH1 4.1429 28

6 TECH2 3.7500 28

Std. Deviation
T O T
.4756
.5727
.6696
.5092
.7382
.5587
.8189
.5587
.6506
.5245
.7005

Std. Error 
Mean
474E-078

8.988E-02
.1082
.1265

9.623E-02
.1395
.1056
.1548
.1056
.1230

9.913E-02
.1324

Ta ir  

Pair 2 
Pair 3 
Pair 4 
Pair 5 
Pair 6

Paired Samples Correlations

COST1 & COST2 
DEL1 & DEL2 
FLEX1 & FLEX2 
INNOV1 & INNOV2 
TECH1 & TECH2

Correlation Sig.

28 .497 .007

28 .099 .618

28 .260 .181

28 .247 .204

28 .302 .118

Analysis Q2.3
55



Paired Samples Test

Paired Differences

t df Sig. (2-tailed)Mean Std. Deviation
Std. Error

95% Confidence 
Interval of the 

Difference
Mean Lower Upper

Hair i ULIVI - ULIV2 3.571 E-02 .5762” .1089 -.1877 .259i .328 27 .745
Pair 2 C0ST1 - COST2 -.1071 .6289 .1188 -.3510 .1367 -.902 27 .375
Pair 3 DEL1 - DEL2 .7143 .8545 .1615 .3829 1.0456 4.423 27 .000
Pair 4 FLEX1 - FLEX2 .1786 .8630 .1631 -.1561 .5132 1.095 27 .283
Pair 5 INNOV1 - INNOV2 .5000 .7454 .1409 .2110 .7890 3.550 27 .001
Pair 6 TECH1-TECH2 .3929 .7373 .1393 .1070 .6788 2.819 27 .009

Analysis Q2.3 55



Appendices; Data summary and analysis

Qltyl________Qlty2

t S ta t o. 32797H

Cost Cost 2

Flexl Flex2

Analysis Q2.3 - 67 -



Techl Tech2 ...»
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Appendices; D ata summary and analysis

Ranks

N Mean Rank Sum of Ranks
TjL I Y2 - UL I t I Negative KanKs " “3s 4.00 12.00

Positive Ranks 3b 3.00 9.00
Ties 22c
Total 28

T0ST2 - Cos I I Negative Ranks ~ y r 4.00 12.00
Positive Ranks 5e 4.80 24.00
Ties 20f
Total 28

D E L2 -K L1 Negative Ranks 199 11.82 224.50
Positive Ranks 3h 9.50 28.50
Ties 61
Total 28

FLEX2 - FL1OT Negative Ranks 11) 9.82 108.00
Positive Ranks 7k 9.00 63.00
Ties 10'
Total 28

INN0V2 - iNNOVi Negative Ranks 16m 10.09 161.50

Positive Ranks 3n 9.50 28.50

Ties 9°
Total 28

TECH2 - TECHI Negative Ranks 13p 8.62 112.00

Positive Ranks 3p 8.00 24.00

Ties 12r
Total 28

a- QLTY2 < QLTY1 

b- QLTY2 > QLTY1 

c- QLTY1 = QLTY2 

d- C0ST2 < C0ST1 

e- C0ST2 > C0ST1 

f- COST 1 = COST2 

9- DEL2 < DEL1 

h- DEL2 > DEL1 

'• DEL1 = DEL2 

j- FLEX2 < FLEX1 

k- FLEX2 > FLEX1 

1 FLEX1 = FLEX2 

m- INNOV2 < INNOV1 
n- INNOV2 > INNOV1 
°- INNOV1 = INNOV2 

P- TECH2 < TECH1 

9- TECH2 > TECH1 

r- TECH1 = TECH2

Analysis Q2.3 - 69 -



Appendices; Data summary and analysis

Test Statistics

QLTY2- 
QLTY1

COST2 - 
COST1 EL2 - DEL

FLEX2- 
FLEX1

[NNOV2 - 
INNOV1

TECH2- 
TECH1

L

Asymp. Sig. (2-t
-.333a
.739

-.905°
.366

-3.4093
.001

r - 1 .0 9 1 »

.275
r ^ . m 5

.003
-2.524a

.012
a-Based on positive ranks. 

b-Based on negative ranks. 

c Wilcoxon Signed Ranks Test

Sign Test

Analysis Q2.3 70-



Appendices; Data summary and analysis

Frequencies

b- C0ST2 < C0ST1 

c- DEL2 < DEL1 

d- FLEX2 < FLEX1 

e- INNOV2 < INN0V1 

f- TECH2 < TECH1 

9- QLTY2 > QLTY1 

h- C0ST2 > C0ST1 

'■ DEL2 > DEL1 

J- FLEX2 > FLEX1 

k- INNOV2 > INN0V1 

'• TECH2 > TECH1 

m- QLTY1 = QLTY2 

n- COST 1 = COST2 

°- DEL1 = DEL2 

P- FLEX1 = FLEX2 

9- INNOV1 = INNOV2 

r- TECH1 = TECH2

ine ss

ivity.

/ are 

and

low

o re

and

- 7 /-Analysis Q2.3



Appendices; Data summary and analysis

Test Statistics?

QLTY2-
QLTY1

COST2- 
COST1 DEL2 - DEL1

FLEX2-
FLEX1

INNOV2 • 
INNOV1

TECH2- 
TECH1

"txact big. (2-tailed) 1 .000d .727a .001a 481a .004d U 2 F

a. Binomial distribution used.

b- Sign Test

T-Test
Paired Samples Statistics

Mean N Std. Deviation
Std. Error 

Mean
Hair —arm — 4.8571 28 8.474E-02

1 QLTY2 4.8214 28 .4756 8.988E-02

Pair COST1 4.5714 28 .5727 .1082

2 COST2 4.6786 28 .6696 .1265

Pair DEL1 4.5000 28 .5092 9.623E-02

3 DEL2 3.7857 28 .7382 .1395

Pair FLEX1 4.3571 28 .5587 .1056

4 FLEX2 4.1786 28 .8189 .1548

Pair INNOV1 4.3571 28 .5587 .1056

5 INNOV2 3.8571 28 .6506 .1230

Pair TECH1 4.1429 28 .5245 9.913E-02

6 TECH2 3.7500 28 .7005 .1324

Paired Samples Correlations

N Correlation Sig.

Hair 1 ULI Y1 & ULi V2 .223 .253

Pair 2 COST1 & COST2 28 .497 .007

Pair 3 DEL1 & DEL2 28 .099 .618

Pair 4 FLEX1 & FLEX2 28 .260 .181

Pair 5 INNOV1 & INNOV2 28 .247 .204

Pair 6 TECH1 &TECH2 28 .302 .118

Analysis Q2.3
- 72 -



Paired Samples Test

Paired Differences

t df Sig. (2-tailed)Mean Std. Deviation
Std. Error 

Mean

95% Confidence 
Interval of the 

Difference
Lower Upper

Pair 1 ULI Y1 - ULI Y2 3.571 E-02 .5752'" .1089 -.1877 .2591 .328 2 y .745
Pair 2 C0ST1 - COST2 -.1071 .6289 .1188 -.3510 .1367 -.902 27 .375
Pair 3 DEL1 - DEL2 .7143 .8545 .1615 .3829 1.0456 4.423 27 .000
Pair 4 FLEX1 - FLEX2 .1786 .8630 .1631 -.1561 .5132 1.095 27 .283
Pair 5 INNOV1 - INNOV2 .5000 .7454 .1409 .2110 .7890 3.550 27 .001
Pair 6 TECH1-TECH2 .3929 .7373 .1393 .1070 .6788 2.819 27 .009

Analysis Q2.3 - 73-



Analysis Q3.5

Paired Samples Statistics

Mean N
Std.

Deviation Std. Error Mean
"PaiT UUSI.l 1.00U0d 28 "0000” .OUUU
1 CUST.2 1.00003 28 .0000 .0000

Pair EMPLY.1 1.0000 28 .0000 .0000
2 EMPLOY.2 1.2143 28 .4179 7.897E-02

Pair REGUL.1 1.0714 28 .2623 4.956E-02

3 REGUL.2 2.0000 28 .6667 .1260

Pair SUPPL.1 1.2500 28 .4410 8.333E-02

4 SUPPL.2 1.6071 28 .7860 .1485

Pair INVEST.1 1.0000 28 .0000 .0000

5 INVEST.2 1.3214 28 .5480 .1036

a. The correlation and t cannot be computed because the standard error of the 
difference is 0.

Paired Samples Correlations

N Correlation Sig.

Pair 2 EMPLV.l & EMPLUTZ 26 •

Pair 3 REGUL.1 & REGUL.2 28 .000 1.000

Pair 4 SUPPL.1 & SUPPL.2 28 .080 .685

Pair 5 INVEST.1 & INVEST.2 28 • *

N0TESihe paired responses reia.e to paired 35 ' h6
importance they give to Customers, Employees, Regula or , pp 
CUST.1 = CEOs response as to importance of customer related measures 
CUST.2 = MM/OM’s response as to importance of customer related measures 
See note a above

EMPLY.1 = CEOs response as to importance of employee related measures 
EMPLY.2 = MM/OM's response as to importance of employee related measures

REGUL.1 = CEOs response as to importance of regulators and government relatej™â s
REGUL.2 = MM/OM's response as to importance of regulators and govern™* M measu e MMs reSpectvely
SUPPL1 ..2 and INVEST. 1.. 2 relate to responses with regard to suppler and investor related measures term
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Descriptive Statistic

natindu N Mean
Std

Deviatio Minimum Maximunr
“  .0 OUST. 1.000 .000 1.0 1.0

EMPLY. 1.000 .000 1.0 1.0
REGUL. 1.000 .000 1.0 1.0
SUPPL. 1.000 .000 1.0 1.0
INVEST. 1.000 .000 1.0 1.0
CUST. 1.000 .000 1.0 1.0
EMPLOY.2 1.000 .000 1.0 1.0
REGUL 2.000 .816 1.0 3.0
SUPPL. 1.285 .488 1.0 2.0
INVEST. 1.571 .786 1.0 3.0

2.0 OUST. 1 1.000 .000 1.0 1.0
EMPLY. 1 1.000 .000 1.0 1.0
REGUL 1 1.100 .316 1.0 2.0
SUPPL. 1 1.500 .527 1.0 2.0
INVEST. 1 1.000 .000 1.0 1.0
CUST. 1 1.000 .000 1.0 1.0
EMPLOY.2 1 1.400 .516 1.0 2.0
REGUL. 1 1.900 .567 1.0 3.0
SUPPL. 1 1.600 .843 1.0 3.0
INVEST. 1 1.400 .516 1.0 2.0

3.0 OUST. 5 1.000 .000 1.0 1.0

EMPLY. 5 1.000 .000 1.0 1.0

REGUL. 5 1.000 .000 1.0 1.0

SUPPL. 5 1.000 .000 1.0 1.0

INVEST. 5 1.000 .000 1.0 1.0

CUST. 5 1.000 .000 1.0 1.0

EMPLOY.2 5 1.000 .000 1.0 1.0

REGUL. 5 2.200 .836 1.0 3.0

SUPPL. 5 1.600 .894 1.0 3.0

INVEST. 5 1.000 .000 1.0 1.0

4.0 CUST. 3 1.000 .000 1.0 1.0

EMPLY. 3 1.000 .000 1.0 1.0

REGUL. 3 1.333 .577 1.0 2.0

SUPPL. 3 1.666 .577 1.0 2.0

INVEST. 3 1.000 .000 1.0 1.0

CUST. 3 1.000 .000 1.0 1.0

EMPLOY.2 3 1.666 .577 1.0 2.0

REGUL. 3 1.666 .577 1.0 2.0

SUPPL. 3 2.333 1.154 1.0 3.0

INVEST. 3 1.333 .577 1.0 2.0

5.0 CUST. 3 1.000 .000 1.0 1.0

EMPLY. 3 1.000 .000 1.0 1.0

REGUL. 3 1.000 .000 1.0 1.0

SUPPL. 3 1.000 .000 1.0 1.0

INVEST. 3 1.000 .000 1.0 1.0

CUST. 3 1.000 .000 1.0 1.0

EMPLOY.2 3 1.000 .000 1.0 1.0

REGUL. 3 2.333 .577 2.0 3.0

SUPPL.2 3 1.666 .577 1.0 2.0



CM
 00 ^

 LO

WILCOXON SIGNED RANKS TEST.

Test Statistics

natindu
CUST.2-
CUST.1

EMPLOY.2 
- EMPLY.1

REGUL.2 - 
REGUL.1

SUPPL.2 - 
SUPPL.1

NVEST.2 - 
INVEST.1

TUU z“
Asymp. Sig. (2-tail

.000a
1.000

.000d
1.000

-2.070°
.038

-1.414u
.157

-1.63.1°
.102

Asymp. Sig. (2-tail
.000a

1.000
-2.000°

.046
-2.530°

.011
-.333°
.739

-2.00()̂
.046

"315(5 Z“
Asymp. Sig. (2-tail

.000a
1.000

.000a
1.000

-1.857°
.063

-1.342°
.180

.0003
1.000

4.00 Z
Asymp. Sig. (2-tail

.000a
1.000

-1.414°
.157

-1.000° 
.317

-.816b 
.414

-1.000®
.317

"5UD 7 T
Asymp. Sig. (2-tail

,000a
1.000

.000a
1.000

-1.633b
.102

-1.414b
.157

.000a
1.000

a The sum of negative ranks equals the sum of positive ranks, 
b- Based on negative ranks. 
c Wilcoxon Signed Ranks Test

N o 16 s *
NATUINDUS refers to the nature of the industry that the respondent firm operates in

1. Service/Commercial Sector 
Manufacturing sector 
NGOs' and Volunteer organizations. 
Agri -  Business 
Others
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Report

NATINDUS
1.00 2.00 3.00 4.00 5.00 Total

"Mean u u s i. i 1.UUUU 1.0000 t.0000 1.0000 1.0000 l.oooJ
CUST.2 1.0000 1.0000 1.0000 1.0000 1.0000 1.0003
EMPLY.1 1.0000 1.0000 1.0000 1.0000 1.0000 1.0003
EMPLOY.2 1.0000 1.4000 1.0000 1.6667 1.0000 1.0003
REGUL.1 1.0000 1.1000 1.0000 1.3333 1.0000 1.0003
REGUL.2 2.0000 1.9000 2.2000 1.6667 2.3333 i 2.3333
SUPPL.1 1.0000 1.5000 1.0000 1.6667 1.0000 1.0003
SUPPL.2 1.2857 1.6000 1.6000 2.3333 1.6667 1.6667
INVEST.1 1.0000 1.0000 1.0000 1.0000 1.0000 1.0003
INVEST.2 1.5714 1.4000 1.0000 1.3333 1.0000 1.0003

“N--------------------- CU3T7I------ 7 10 5 3 3 T

CUST.2 7 10 5 3 3 3

EMPLY.1 7 10 5 3 3 3

EMPLOY.2 7 10 5 3 3 3

REGUL.1 7 10 5 3 3 3

REGUL.2 7 10 5 3 3 3

SUPPL.1 7 10 5 3 3 3

SUPPL.2 7 10 5 3 3 3

INVEST.1 7 10 5 3 3 3

INVEST.2 7 10 5 3 3 3

Std. Deviation CUST.1 .0000 .0000 .0000 .0000 .0000 .0003

CUST.2 .0000 .0000 .0000 .0000 .0000 .0003

EMPLY.1 .0000 .0000 .0000 .0000 .0000 .0003

EMPLOY.2 .0000 .5164 .0000 .5774 .0000 .0003

REGUL.1 .0000 .3162 .0000 .5774 .0000 .0003

REGUL.2 .8165 .5676 .8367 .5774 .5774 .5774

SUPPL.1 .0000 .5270 .0000 .5774 .0000 .0003

SUPPL.2 .4880 .8433 .8944 1.1547 .5774 .5774

INVEST.1 .0000 .0000 .0000 .0000 .0000 .0003

INVEST.2 .7868 .5164 .0000 .5774 .0000 .0000

Theseare summary statistics on how clusters of firms from the « ^ d u s t j r  tsectors 
ranked measures related to Customers, employees, regulators and Governments,
suppliers and Investors.
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Q3.9 Paired Samples Statistics

Mean N
Std.

Deviation
Std. Error 

Mean
Kair h’UK I h i 4 8571 ~~7S~ .4484 8474E-0^
1 PORTF2 4.8214 28 .4756 8 988E-02
Pair OBJDEF1 4.5714 28 .5727 .1082
2 OBJDEF2 4.6786 28 .6696 .1265
Pair TANG1 4.5000 28 .5092 9 623E-02
3 TANGI2 3.7857 28 .7382 .1395
Pair DEPTAL 1 4.3571 28 .5587 .1056
4 DEPTAL2 4.1786 28 .8189 .1548
Pair DEPTAL1 4.3571 28 .5587 .1056
5 DEPTAL2 4.1786 28 .8189 .1548
Pair ALIGN 1 4.3571 28 .5587 .1056
6 ALIGN2 3.8571 28 .6506 .1230

Pair PMSSUP1 4.1429 28 .5245 9.913E-02
7 PMSSUP2 3.7500 28 .7005 .1324

NO TES:
The question-sought responses with to questions related to particular aspects or elements or aspects of integrated performance measures. 

These were indirect questions to judge their belief and objective judgment as to how their firms fare in implementing some of the practices 

highlighted in the PMSs.
Is eg PORT 1,0BJE1 etc refer to the CEOs responses 

2s eg P0RT2, TANG2 etc refer to MMs/OMs responses.

PORT i,j refers to evaluation of the firms’ performance with regards to :Management has assigned a corporate portfolio role to each business 

unit and allocates resources to support them.

OBJDEF i j: refers to evaluation of the firms' performance with regards to whether - Objectives for each business unit are defined in market and 

financial terms

TANG i;j: refers to evaluation of the firms’ performance with regards to whether: Tangible operating objectives and priorities can be defined for 

each business operating system in terms of customer satisfaction, flexibility and productivity

DEPTAL ij: At the departmental level, customer satisfaction, flexibility and productivity are represented by specific operational criteria: quality, 

delivery, process time and cost

ALIGN il,j: refers to evaluation of the firms' performance with regards to frequent Alignment analysis is conducted to investigate in general 

terms how well the company’s actions and measures complement its strategy.

PMSSUP i, j:- How well does the measurement system supports an organizations actions and strategy.
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Paired Samples Test

Paired Differences

t df
Sig.

(2-tailed)Mean
Std.

Deviation
Std. Error 

Mean

95% Confidence 
Interval of the 

Difference
Lower Upper

Pair 1 rU K  1 r  1 - r u r \  i 3.571 E*02 .5762 .1089 -.1877 .2591 .328 27 .745
Pair 2 OBJDEF1 - OBJDEF2 -.1071 .6289 .1188 -.3510 .1367 -.902 27 .375
Pair 3 TANG1 - TANGI2 .7143 .8545 .1615 .3829 1.0456 4.423 27 .000
Pair 4 DEPTAL1 - DEPTAL2 .1786 .8630 .1631 -.1561 .5132 1.095 27 .233
Pair 5 DEPTAL1 - DEPTAL2 .1786 .8630 .1631 -.1561 .5132 1.095 27 .233
Pair 6 ALIGN1 -ALIGN2 .5000 .7454 .1409 .2110 .7890 3.550 27 .001
Pair 7 PMSSUP1 - PMSSUP2 .3929 .7373 .1393 .1070 .6788 2.819 27 .009
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Strategic pe rfo rm ance m easurem ent systems survey.

Appendix 1 Research questionnaire

DECLARATION this is an academic research project aimed at understanding how 

your company and other companies in Kenya design strategic performance 

measurement systems. There are no wrong or right answers and the results are 

confidential for academic use. Thank you in advance for taking your time to 

participate.
Nb. Where applicable please copy and paste the check sign against your responses l- f]

Part 1 Company profile

Company Name:
1.1 Respondents title/position:

□ MD / GENERAL MANAGER (or equivalent)

□ OPERATIONS /MANUFACTURING MANAGER (or equivalent)

1.2 Company ownership:

a. Local [ ] b. Foreignf ] c. Both

1.3 Nature of industry / market the firm is involved

1. Service/Commercial Sector

2. Manufacturing sector

3. NGOs' and Volunteer organizations.

4. Agri -  Business

5. Other (please specify)

1.4 Nature of products / operations process

a. Batch

b. Continuous

c. Project

d. Other (please specify)

1.5 Market

1. Local

2. Regional

3. International

4. Other
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1.6 Turnover

1. < Ksh 50m

2. Ksh50m< x>500m

3. Ksh500m< x>1Kshbn

4. > 1 Ksh bn

Part 2 operations strategy

2.1 What is your company mission? (Phase highlight the Urey words and core 

va lues .)

Strategic perfo rm ance m easurem ent systems survey.

2.2 Do you consider the operations/manufacturing function important in enhancing 

your company's competitiveness?

(Please rank on a scale o f 1 to 5 where: / -  very important.................... -  not very important)

> Ranking of operations priorities

2.3 Please rank the following priorities on a scale of 1 to 5 (1 -  Very important. 5 -

not important) 1 2 3 4 5

i. Quality of product / service □ D □ 0 D

ii. Cost D □ □ □ □
iii. Flexibility 0 □ D □ D

iv. Time/ delivery speed D □ D D □
V. Innovativeness and learning □ D D D □
vi. Technology D □ D D D

vii. Others (please specify 

Order of priority development

2.3.1 Briefly discuss how you go about developing the priorities (i.e. do you

develop one after the other or you pursue them simultaneously?...............

• What challenges do you face in your chosen part (refer to 2.3.1 

above)
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Strategic pe rfo rm ance m easurem ent systems survey.

Part_3_Performance measurement

3.1 Do your annual performance reports include both financial and non-financial 

performance measures? YES [ ] NO [ ]

3.2 What are your company's Key performances Indices (KPI's)? list

3.3 How often do you generate reports on these KPI's?

3.4 Please indicate the specific performance indicators that you report to the 

groups listed below.

i. Customers and

intermediaries.........................................................................

ii. Employees............................................................................................

iii. Suppliers

iv. Regulators and communities

v. Investors ..................................................................................

vi. Others (please specify).................................................

3.5 What relative importance do you give to the indicators made to the following 

groups?

Group Importance Rank (1 = Very important 5= not important)

1 2 3 4 5

Customers and intermediaries {} {> {} «} {>
Employees » {} {} 0 0
Suppliers o {} {} {> {}
Regulators and communities {} {} {} » {}
Investors {} {} {} {} {}
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Strategic perfo rm ance m easurem ent systems survey.

vi. O thers ie {> 0  0  { }  { }

3.6 Do you have specific performance measures for the following objectives (Please 

indicate which specific measures exist)

i. Quality of product/

service............................................................................

ii. Cost............................................................................................

iii. Flexibility

iv. Time/ delivery

speed......................................................................................

v. Innovativeness and learning and............................................................

vi. Others eg Technology (please specify.............................................

3 . 7  what specific problems do you encounter in measuring the above variables?

Refer 3 . 6 ) ....................................................................................................................................................................

3 .8  How do your measures above help your firm to link business strategy to

operations strategy?.....................................

3.9 O N  A  FIVE P O IN T  S C O R IN G  SCALE (W H E R E  I -  LO W EST, A N D  5 -  H IG H E S T )
O R  1 -  S A  - S t r o n g ly  D isa g r e e , 2 = F A  -  F a i r ly  D is a g r e e  3 =  D  - D is a g r e e  S D  -  S tro n g ly  F D  -  F a ir ly  

D isa g re e

Please rank your company's performance measurement practices in relation to the 

fo llow ing statements:

3 .9 .1  Management has assigned a corporate portfolio role to each business unit 

and allocates resources to support them. Ranked score o u t o f 5±_

3 . 9 . 2  Objectives for each business unit are defined in market and financial terms. 

Ranked score o u t o f 5 =
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Strategic perform ance m easurem ent systems survey.

3.9.3 Tangible operating objectives and priorities can be defined for each business 

operating system in terms of customer satisfaction, flexibility and productivity. 

Ranked score out o f 5 =

> At the departmental level, customer satisfaction, flexibility and productivity are 

represented by specific operational criteria: quality, delivery, process time and 

cost_Ranked score out o f 5 =

> Frequent A lignm ent analysis is conducted to investigate in  general terms how

well the company's actions and measures complement its strategy. Ranked score 

out o f 5 =

>  How well does the measurement system supports an organizations actions and 

strategy. Ranked score out o f  5 =

> The company uses the following tools in performance management:

Process control & instrumentation: Ranked score out o f  5 =

Productivity, measurement & control: Ranked score ou t o f 5 =

Quality assurance Ranked score o u t o f 5=

4.0 Please highlight any performance measurement practices/ issues from your 

company's experience that can enrich this study
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