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ABSTRACT

Operations strategy is defined as the developmiespecific competitive strength based on the
operations function that is aimed at helping amanization achieve its long-term competitive
goals. The research study aimed at establishingopleeation strategies in Kenya’s real estate
sector.

The study established that 82.3% of the sampledsfivere found to have a written operations
strategy. The study indicates that operationsegjres are highly rated in the sector. Quality was
the most adopted operations strategy with a mearre sif 4.64, time had a mean score of 4.43,
flexibility 3.18 and finally cost with a mean scavé 3.07. The findings indicate that the sector
adoptions of these strategies may have led todwth and success in recent years.

The study also sought to establish the extent fifience of business environment has on
operations strategies. It was established that@uanfactors which included; economic growth
rate, interest rates & inflation, and labour & mmitecost, to have the greatest influence on
operations strategies scoring a mean of 3.37.i€4allitactors had a mean score of 2.86, social
2.44 and finally technological with a mean scor &9. These findings indicate that real estate
firms considered business environment factors vaa¢ting their operations strategies.

The study recommends that the government shoukl teasprocedures of land acquisition and
registration as this greatly hindered the growttihaf sector and also largely contributes to the
higher prices witnessed in the sector. The govemnshould also develop a framework for
public private partnerships between government @gerand the private sector mainly focusing
on affordable housing for the low income markehdficiers are also recommended to come up
with measures that will make mortgages accessiideaffordable.

The study was not complete without some limitatid@me of these limitations included decline
by some firms to respond to questionnaires. Tistdtion was overcome by paying personal
visits to these firms to convince and promising agyc of the completed project. Another
limitation was that majority of the sampled firmene from Nairobi County thus not reflecting a
national outlook of the sector. To overcome thisn$ that had branches or operations in other
counties were given preference when sampling.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

Operations strategy can be viewed as the effecbeeof production capability and technology
for achieving business and corporate goals. Thesalsginclude profit, innovations,
customizations, product flexibility, product relibty, quality, response, delivery reliability and
after sales service (Nazim and Montagino, 1996§ iidte of operations strategy is to provide a
plan for the operations function so that it can enétike best use of its resources. Operations
function is responsible for managing the resouraeded to produce the company’s goods and
services. It is the plan that specifies the desigd use of resources to support the business
strategy. This includes the location, size, ane typfacilities available; worker skills and talent
required; use of technology, special processeseatkespecial equipment; and quality control
methods. The operations strategy must be alignéd the company’s business strategy and

enable the company to achieve its long-term pldeciSand Lewis 2004).

Barnes (2008) noted that the relationship betweenrganization’s strategy and its operations is
a key determinant of its ability to achieve longatesuccess or even survival. Organizational
success is only likely to result if short-term cgi@ns activities are consistent with long term

strategic intentions and make contribution to catitipe advantage.

With the intense global competition, companies yodaderstand that the best way to boost the
bottom line is to cut costs through more efficieperations management (Wee, 2009). Wright
(1999) describe operations as the activities oigidésg, reviewing and using the operating
system, to achieve service outputs as determinedthey organization for customers.
Organizations rely on a good operations managetoneanthieve their objectives. So the pressure
iS on operations managers to deliver results, &ml rheans supplying better products than
competitors and using resources more efficientlynéans building distinctive capabilities that
set the organization apart from its competitorshwihique products, a process that no other
organization has, low operating costs, customizediycts, and flexible responses to changing
demand, rapid development of new products, fasicerconvenient locations, high quality, or a

wide range of other options.



Housing is one of the principal sectors that wordditalize economic growth in Kenya with
shelter being recognized as one of the tools otldgwment. Investment in housing and related
infrastructure and services have effects on themat income that go far beyond the direct
investment itself by triggering forward and backaéinkages through additional investments in
building materials production, transportation, neditkg and Jua Kali (fabrication of construction
materials). Investment in the sector has a muttigiffect of 7 to 9 times on Kenya’s economic
development. What this means is that one shillimgested in housing development would
generate seven shillings in the economy. Othercdmad indirect benefits from a functioning
housing market in a country include employment toea increased tax base, reduced
expenditures on Health, improved Security, socialjhesive and patriotic societies and
improved quality of life. An adequately housed pagion is also more productive and has a
sense of national pride (MOH, 2011).

Despite the acknowledged importance of housing,yerhousing sector is characterized by
deteriorating housing conditions countrywide agsiinom demand that far surpasses supply
particularly in urban areas. This shortage in haogisnanifests itself through overcrowding,

proliferation of slums and informal settlementsunban areas and poor quality housing (MOH,
2011). According to UN-HABITAT (2002) the rate ofbanization is directly related to the

demand for houses. It is expected that as a colnettgmes more urban, more houses will be
needed to accommodate the increasing populatiombian centers. The practice, however, does
not support this in that the acceleration in urbation is not accompanied by the provision of

adequate housing.

1.1.1 Operations Strategy

Slacket al. (2004) argue that an ‘operations strategy concr@gattern of strategic decisions
and actions which set the role, objectives andvitiets of operations’. Their use of the term
‘pattern’ implies a consistency in strategic demsi and actions over time. This concept is
consistent with management guru Henry Mintzbergéswof strategy as being a ‘pattern in a

stream of actions’.



Mintzberg sees strategy as being realized througlorabination of deliberate and emergent

actions. An organization can have an intended egjyatperhaps as a set of strategic plans.
However, only some of this intended strategy maydad¢ized through deliberate strategy. Some
of the intentions may be unrealized. Strategieswvkake no regard of operational feasibility are

likely to become unrealized, remaining merely agefof intentions. Strategy may also emerge
from actions taken within the organization, whicteotime form a consistent pattern. Actions of

this kind will, almost inevitably, arise from withithe operations of the organization. So,

whether planned or otherwise, the organization&rajpons are bound to have a major impact on
the formation of organizational strategy (Mintzbargl Waters, 1985).

Porter (1996) argues that strategy is about cotngeposition, differentiating you in the eyes of
the customer, adding value through a mix of ace#sitdifferent from the ones used by
competitors. Thomson et al (2007) defines compdrategy as the management’s action plan
for running the business and conducting operatiolgheelen and hunger (2008) state that
strategy of a corporation forms comprehensive mgdens that state how it will achieve its
mission and objectives. Strategy they add will nmaxe competitive advantage and minimize
competitive disadvantage. Therefore strategy seases map for the organization and the means
to stay ahead of competition. Nyamwange and M{{R@4.0) argues that strategy is a vision that
unifies the organization, it provides consistentylecisions and keeps the organization moving
in the right direction. Slack et al. (2004) ardbat an operations strategy concerns the pattern of

strategic decisions and actions which set the aligsctives and activities of operations.

1.1.2 Operations Strategy and Business Environment

Amoako-Gyampah (2001), noted that environmentalesshave not received much attention in
operations strategy research. This lack of attenisooccurring although empirical evidence

seems to suggest that practicing managers do @nsnvironmental factors when they seek to
develop operations strategy. In a case study ofrerufacturing firms on the development of

manufacturing strategy conducted by Marucheck e{1890), the data showed that managers
indeed do consider the importance of the assesspfenbmpetitors and customers in the

development of manufacturing strategy.



The main reason why company would development goetitive business strategy is to achieve
a competitive advantage over its competitions. @$sence of a competitive business strategy for
organization is achieving a favorable match betwdBen’s distinctive competence and the
external environment in which it compete. Therefates crucial for firms to focus on the
dimensions of its environment while making a busenstrategy. The most important of these are
to discover new opportunities, to divert potentiafeats, to overcome current weakness, to
sustain existing systems, and apply strengths dor fields. Every firm has to deal with these

strategic environmental factors on a continuoussbé&Bitt, 2000)

According Johnson and Scholes (2002) the major ¢dskanagers is to ensure survival of the
companies they manage. In order to achieve suctesspmpanies have to adequately adjust to
meet environmental challenges. Failure to do this aourse the companies to experience a
strategic problem. Therefore, strategy is a toakWloffers significant help that enable the firm
to cope with turbulent event facing the firm. Tipi®blem arises out of the mismatch between
the output of the company and the demand in the&kehaace. Strategy is useful in helping
managers tackle the potential problems that faeectmpanies, (Aosa, 1998). Strategy is the
tool which offers help for coping with turbulencenéronted by the business firms. Strategy
requires to be taken seriously as a managerialrtoblonly for the firm but also for a broad

spectrum of social organization, ( Ansoff and Mcbeh1990).

Badri et al (2000), states that the environmemwlch a firm competes changes continually, so
an organization needs to scan and adapt to thatoement continually. A crucial reason for
environmental scanning is to stay ahead of competiCompetitors may be gaining an edge by
broadening product lines, improving quality, or Enmg costs. New entrants into the market or
competitors who offer substitutes for the firm’soguct may threaten continued profitability.
Thus the business environment is a significant alagkement in the operations strategy and
business performance nexus. The environment isjar factor when integrated with effective

operations strategy in determining the performaridbe organization.



1.1.3 The Real Estate Sector in Kenya

Harvey (1981), real estate property or real esteters to a particular type of good, land or
resources that is not physically movable. The nmybéspect of land and land resources
distinguishes it from other goods and services.| Rstate consists of physical land as well as
structures and other improvements that are perntignattached to it (Miles et al, 1994).

According to Charles et al, (1997) property can dbssified into commercial, residential,

industrial, agricultural, and special propertieawar (2010) in his study state that real estate is
broad term that refers to residential new homes exidting (resale) homes, commercial
shopping centers and offices, industrial and martufang building and property and vacant land

and farm.

In recent years the real estate sector has undergorery significant period of change driven
largely by the desire of the largest firms in tketsr to create global delivery platforms. This has
resulted in emergence of up to ten potential glgilalers embodying diverse traditions of
service provision from a variety of business cu@surHowever, real estate is in essence a
business which is highly location specific, wheoedl market knowledge will always be the
principal input into the majority of service prodsiand where as a consequence as a whole,
despite this process of globalization remains fraigied with the global players accounting for at

best ten percent of the total market (Argwings,£800

The Government’'s commitment to growth of real essactor is in our blueprint for Vision 2030
and is also well articulated in the Finance Bilj1R. The Finance Bill outlines a number of
measures to spur growth in the property markepdricular, in order to facilitate provision of
adequate housing to Kenya’s growing population, Fimance Bill, 2010 contains proposals to
amend the Banking Act: thus to allow mortgage foeasompanies to operate current accounts
and allow banks to advance up to 40 percent of th&l deposit liabilities up from 25 percent
for purchase, improvement or alterations of lantlese measures will unlock the sector’'s
potentials by availing funding required to finargrewth of real estate in Kenya (CBK, 2010).
The mortgage market in Kenya is the third most tbpexl in sub-Saharan Africa after South
Africa and Namibia - has big challenges that hawekéd out the majority of citizens from

accessing the necessary financing to buy propefites challenges includes the lack of access to



long-term funds and credit risk information, loncames, high difficulties with registration of
property and high interest rates. Despite thislehges property in Kenya is booming - price
growth is intense and the rental figures being gbdtfor some of these properties in the most
desirable areas are on a par with major citiesratdbe world. For example in Nairobi demand
for property is intense. Certain up market areathefcity have seen property prices increase by

up to fifty percent in the last two years alone ildBank, 2011).

1.2 Research Problem

Firms that fail to fully exploit the strategic poief operations will be hampered in their
competitive abilities and vulnerable to attack fradhose competitors who do exploit their
operations strategy. To do this effectively, operst must be involved throughout the whole of
the corporate strategy. Corporate executives haveed to assume that strategy has only to do
with marketing initiatives. They erroneously make aissumption that operation’s role is strictly
to respond to marketing changes rather than makatsninto them. Secondly, corporate
executives assume that operations have the fléyibib respond positively to changing
demands. These assumptions place unrealistic dempod the operations function. While
corporate management perceives corporate improveagertoming through broad decisions
concerning new markets, takeovers, and so on, etleaks the idea that building blocks of
corporate success can be found in the creativeetiadtive use of operations strategy to support

the marketing requirement within a well-conceivedporate strategy, (Clark, 1994)

The Constitution of the Republic of Kenya expregsigvides for the right to “accessible and

adequate housing, and to reasonable standardsitdtem” in article 43(1) (b).

The demand for housing has continued to outstrgplsy particularly in urban areas with an
estimated annual average supply of only 30,000,6080units against estimated annual demand
of over 150,000 units in the urban areas. The Imgudificit derives from the low level of
investment in the sector by both public agenciektha formal private sector, with housing units
produced by both sectors representing only an agtuin20 per cent of the total number of new
urban households. Other factors that contributéhéonational housing shortage include rapid

urbanization, inaccessibility to land and housingarice, stringent planning regulations,



restrictive building standards, high cost of infrasture, poor economic performance and high
incidence of poverty (MOH, 2011).

The overall goal of the National Housing Policy sweal paper no. 3 (2004) is to facilitate the
provision of adequate shelter and a healthy liengironment at an affordable cost to all socio-
economic groups in Kenya in order to foster sustal®m human settlements. This will minimize
the number of citizens living in shelters that laeédow the habitable living conditions. It will also
curtail the mushrooming of slums and informal settbnts especially in the major towns. Thus
the need to promote growth in the real estate s@ctienya highlights the importance of this

study.

A number of studies have been done in the areap@fations strategy. They include Cheboi
Anne J. (2011) who focused on operations stratetppted by the mobile telephony service
providers in Kenya to gain competitive advantagaulife Sang (2011) did a study on
operational strategies and competitive advantaggencommercial banking sector in Kenya.
Magutu, Mbeche, Nyamwange, Mwove, Ndubai and Nyaaf@910) focused on formulation
and implementation of operations strategies usesblid waste management: A case study of
City Council of Nairobi. Nyamwange (2001) studied the operations strategies applied for
competitiveness of Kenyan large manufacturing firrrkowever, to the researcher’s knowledge,
there has not been any research touching operaiogiegy and business environment on the
real estate sector, despite the great importansestttor plays toward the growth Kenya's
economy. Thus this research aims to fill this ggpnivestigating the operations strategy adopted
by real estate developers in Kenya and how busieesgonment influence the operations

strategies adopted.

1.3 Research Objectives
1. To investigate operations strategies adopted imehlkestate sector in Kenya.

2. To investigate the influence of business envirortne@noperations strategies.



1.4 Value of the Study

This study will be important in several aspecisstht will provide the government with critical
information about how to promote the growth of sleetor in order to meet it short and long term
goals as stipulated in the millennium developmerdlg and the vision 2030. It will also guide
the policy makers on issues that affect the seatmt what incentives to offer so as to spur

growth in the sector.

Real estate players will also be able to understaatbrs that affect operations strategy in the
sector. This will be very critical in determiningeir success in the sector. The information
provided will guide them in decision making as itl wnable them to have a clear perspective of

the sector.

Other stakeholders such as lenders, supplies amgtors will have information on how to take
advantage of this promising sector. This is by mhog information on challenges of the sector

and how they can exploit them in to business opjnities

The study will also guide potential investors byihg a clear perspective of the sector. This will
be critical in promoting growth in the sector. Radvailable information on the sector will be

crucial to new players wishing to venture in thetse



CHAPTER TWO: LITERATURE REVIEW

2.1 Operations Strategy Process

Operations strategy has a vertical relationshighie corporate hierarchy with business and
corporate strategies, and horizontally with theeotfunctional strategies, most notably with
marketing strategy. Operations strategy might cabwut in a top-down or a bottom-up process
with regard to business and corporate strategigsila8ly, an operations strategy might be
developed in response to market requirementsnfiagket-led) or be based on the capabilities of
its operations resources (i.e. operations-led)s Twves rise to four perspectives on operation
strategy (Slack and Lewis, 2002). Each perspegtiaees a different emphasis on the nature of
the operations strategy process. Barnes (2008)skss the four perspectives as follows;

|

K—

]

Fig 1. The four perspectives on operations strategy
Source: Slack and Lewis (2002)




2.1.1 Top-Down Perspective

The top-down perspective is one in which the opemat strategy is derived from, and is
supportive of the organization’s business strategyoperations strategy that the organization
uses to realize its business strategy. Accordintpigoperspective, the process of developing an
operations strategy would follow Skinner's approagh identifying an operation’s ‘task’
(Skinner, 1969). The task for operations would lEednined logically from the business
strategy. Using Slaclet al's (2004) five operations performance objectivesome way of
articulating the operations task. For examplehd brganization’s business strategy is one of
offering low prices, then the operation’s task dtidae one of achieving low costs in operations.
If the business strategy is based on offering euets fast delivery, the operations task should be

one of achieving speed in operations, and so on.

2.1.2 Bottom-Up Perspective

The bottom-up perspective is one which sees opastrategy emerging through a series of
actions and decisions taken over time within openat These actions and decisions might at
first sight appear somewhat haphazard, as opesatitanagers respond to customer demands,
seek to solve specific problems, copy good prastineother organizations, etc. However, they
can build over time to form a coherent pattern geczable as an operations strategy. The actions
taken within this kind of strategy are likely to lebaracterized by a continuous series of
incremental improvements rather than the largeath&echnologically led changes that require
large capital investments in new plant and mackinEne bottom-up perspective is one in which
the organization learns from its experiences, dgue and enhancing its operational
capabilities as operations managers try new thougsn an almost experimental fashion using
their workplaces as a kind of ‘learning laboratof{’eonard-Barton, 1992). Many of the
manufacturing practices that are now consideredingaedge (such as JIT, TQM, Statistical
Process Control) were developed in just such adadby Japanese manufacturers responding to
the constraints placed upon them in the aftermitheoSecond World War. One of the problems
associated with this perspective is that the omgimn may not recognize what its operations
strategy is. Millset al.(1998) have developed a technique that aims tacowee this by enabling
managers to construct a visual representation efatipns strategy as realized. It does this by

tapping into the organization’s collective memomhéther written or verbal) to map all the most
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significant events in operations over the previousber of years. This should enable managers

to recognize the patterns that now make up theiegisperations strategy.

2.1.3 Market-Led Perspective

The market-led perspective is one in which the aip@ns strategy is developed in response to
the market environment in which the organizatiorrapes. There are a number of approaches in
the operations strategy literature that suggest thasvmight be done. The best known of these is
that of Terry Hill (1985). He suggests that an migation’s operations strategy should be linked
to its marketing strategy by considering how itsdurcts and services win orders in the market
place. He believes it is possible to identify tweds of competitive criteria in any market.
Market qualifying criteria are those factors thaignbe satisfied before customers will consider
making a purchase in the first place. Order winraritgria, on the other hand, are the factors on
which customers ultimately make their purchasingigien. Consequently, an operations
strategy should be developed which will satisfy kearqualifying criteria, but excel at order
winning criteria for the market segment that theragion wishes to serve. Platts and Gregory
(1990) use an approach that audits the produaisonips of products that the organization offers
to its markets. The aim is to identify any gapsweaein market requirements for particular
products and services and the performance of thanaration’s operations in delivering those
products and services. First the market requiresnemtthe product or service are analyzed in
terms of various competitive factors (such as opsality, and reliability). The performance of
the organization’s operations against those factorthen assessed. An operations strategy
should be developed which will enable operationsi&ich the level of performance required by

customers in each of the competitive criteria.

2.1.4 Operations-Led Perspective

The operations-led perspective is one in whickeitsellence in operations is used to drive the
organization’s strategy. This is in line resouresdd view (RBV) of strategy that currently
dominates the strategic management literature. piegnise of the RBV is that superior
performance comes from the way that an organizatioguires, develops and deploys its
resources and builds its capabilities rather thenway it positions itself in the market place
(Barney, 1991; Wernerfelt, 1984). Thus, the proadsdrategy development should be based on
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a sound understanding of current operational céipabiand an analysis of how these could be
developed in the future. This can then providelsis for decisions about which markets are
likely to be the best in which to deploy currenddnture capabilities, which competitors are
likely to be most vulnerable and how attacks frasmpetitors might best be countered (Hages
al., 2005). Mills et al. (2002) have developed methods through which org#éioizs can apply
these ideas in practice. This involves undertakamg analysis of the resources that have
underpinned the activities of a business unit caerextended period of time (at least the
previous three to five years). Six resource caiegpwhich are not mutually exclusive, are used:
tangible resources, knowledge resources skillseapdrience, systems and procedural resources,
cultural resources and values, network resourcek rasources important for change. The
resources are evaluated against three criteriaeyalstainability and versatility. Resources that
individually or collectively score highly in theseriteria are considered to be important

resources. They are sources of existing or potesdrapetitive advantage to the organization.

2.2 Operations and Competitiveness

Competitiveness is how effectively organization tagébke wants and needs of customers relative
to others that offer similar goods and servicesotlrer words it is how effective an organization
is in the market place. Operations strategy insifmss organization is essentially about how the
organization seeks to survive and prosper withen d@hvironment over the long-term. The
decision taken and the actions taken within itsrafp@ens have a direct impact on the basis on
which an organization is able to compete. The wahich an organization secures, deploys
and utilizes it resources will determine the extentvhich it can successfully pursue specific

performance objectives (Barnes, 2008).
Operations have a major influence on competitiveras it determines the way organizations

compete with one another. Slack et al. (2004) ardbat there are four operations performance

objectives; which are also referred as competjpiverities as discussed below.

12



2.2.1. Competing on Cost

Competing based on costeans offering a product at a low price relativethe prices of
competing products. The need for this type of cditipe emerges from the business strategy.
The role of the operations strategy is to develgpaa for the use of resources to support this
type of competition. Note that a low-cost strategy result in a higher profit margin, even at a
competitive price. Also, low cost does not implyvlauality. To develop this competitive
priority, the operations function must focus prifflyaon cutting costs in the system, such as
costs of labor, materials, and facilities. Companilkeat compete based on cost study their
operations system carefully to eliminate all waSteey might offer extra training to employees
to maximize their productivity and minimize scrajdso, they might invest in automation in
order to increase productivity. Generally, compariteat compete based on cost offer a narrow
range of products and product features, allow ittle Icustomization, and have an operations
process that is designed to be efficient as pas¢@ibhck, and Lewis 2002)

2.2.2 Competing on Quality

Many companies claim that quality their top priority, and many customers say thaty look

for quality in the products they buy. Yet qualitgsha subjective meaning; it depends on who is
defining it. For example, to one person qualityldomean that the product lasts a long time, to
another person quality might mean high performai¢keen companies focus on quality as a
competitive priority, they are focusing on the dive®ns of quality that are considered important
by their customers. Quality as a competitive ptyohas two dimensions. The first is high
performance design. This means that the operatiotsion will be designed to focus on aspects
of quality such as superior features, close tolsganhigh durability, and excellent customer
service. The second dimension is goods and sergaresstencywhich measures how often the
goods or services meet the exact design specditatiCompanies that compete on quality must
deliver not only high-performance design but go@isl services consistency as well. A
company that competes on this dimension needs pdement quality in every area of the
organization. One of the first aspects that needetaddressed is product design qualitlyich
involves making sure the product meets the requeresof the customer. A second aspect is
process qualitywhich deals with designing a process to producerdree products. This

includes focusing on equipment, workers, materiahsl every other aspect of the operations to
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make sure it works the way it is supposed to. Congsathat compete based on quality have to
address both of these issues: the product mustbigreed to meet customer needs, and the

process must produce the product exactly as #ssggded (Slack and Lewis 2002)

2.2.3 Competing on Time

Time or speed is one of the most important competitivierpies today. Companies in all
industries are competing to deliver high-qualityogucts in as short a time as possible.
Customers don’t want to wait, and companies that weeet their need for fast service are
becoming leaders in their industries. Making timepenpetitive priority means competing based
on all time-related issues, such as rapid deliary on-time delivery. Rapid delivery refers to
how quickly an order is received; on-time deliveefers to the number of times deliveries are
made on time. When time is a competitive prioritye job of the operations function is to
critically analyze the system and combine or elasténprocesses in order to save time. Often
companies use technology to speed up processgsomed flexible workforce to meet peak

demand periods, and eliminate unnecessary stepe production process (Rondeau et al, 2000)

2.2.4 Competing on Flexibility

As a company’s environment changes rapidly, incigdiustomer needs and expectations, the
ability to readily accommodate these changes canwigning strategy. This is flexibilityrhere
are two dimensions of flexibility. One is the atyilto offer a wide variety of goods or services
and customize them to the unique needs of clidits is called produdiexibility. A flexible
system can quickly add new products that may beortapt to customers or easily drop a
product that is not doing well. Another aspect lekibility is the ability to rapidly increase or
decrease the amount produced in order to accommatianges in the demand. This is called
volume flexibility. Companies that compete basedleribility often cannot compete based on
speed, because it generally requires more timegdduge a customized product. Also, flexible
companies typically do not compete based on castause it may take more resources to
customize the product. However, flexible compamwisn offer greater customer service and can
meet unique customer requirements. To carry ostdtiategy, flexible companies tend to have

more general-purpose equipment that can be usedak® many different kinds of products.

14



Also, workers in flexible companies tend to havghler skill levels and can often perform many

different tasks in order to meet the customer n€édkurka and O’Leary-Kelly, 2000)

2.2.5 Trade-Off Model

The concept is based on the premise that it is asipte to excel simultaneously at all aspects of
operations. This means that an operations stratagybe successful only if it is based upon a
single clear goal, determined by a prioritizatidroperations performance objectives (e.g. cost,
quality, speed, and flexibility). This may resutt having to ‘trade-off’'less than excellent
performance in one aspect of operations in ordachieve excellence in another (Barnes, 2008).
Skinner (1969) argued that operations could notabehings to all people’. What was needed
was to identify a single goal or task for operasgioa clear set of competitive priorities to act as
the objective. The task would then act as the rasiteagainst which all decisions and actions in

operations could be judged.

2.2.6 Cumulative Capability (Sandcone) Model

Ferdows and de Meyer (1990) argue that certainabip@al capabilities enhance one another,
enabling operations excellence to be built in a wative fashion. In their ‘'sandcone’ model of
operations excellence, they maintain that therarisideal sequence in which operational
capabilities should be developed. The starting tpaire base of the sandcone is excellence in
quality. On this should be built excellence in degebility, then flexibility (which they take to
include speed), then cost. They emphasize thattefto further enhance quality should continue
whilst commencing efforts to build dependabilityn8arly, actions on quality and dependability
need to continue whilst building flexibility. Firglefforts to reduce costs take place alongside
continuing efforts to improve quality, dependaliland flexibility. They claim that operational
capabilities developed in this way are more likéty endure than individual capabilities

developed at the expense of others.
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1.3 Operations Management and Operations Strategy

To many people, the term production conjures upgasaof factories, machines, and assembles
lines. Interestingly enough, the field of produntimanagement in the past focused almost
exclusively on manufacturing management. Heavy esigshwas placed on methods and
techniques that dealt with operating a factory. rétent years, the scope of production
management has broadened considerably. Currendiguption concepts and techniques are
being applied to a wide range of activities andaibns outside of manufacturing, that is, in
services as well as manufacturing. Because oftitaadened scope, the field has taken up the
name production/operations management or more gimgérations management, a term that
more closely reflects the diverse nature of adéigitto which it concept and techniques are
applied (Stevenson, 2010). Harold et al (1996edfat operations management begun when the
first crude tool was produced. In the ensuing yeass have reached the point where nearly
everything we touch is a manufactured or proceggeduct. The goal or purpose of most
organizations involves the production of goods amivices. To some (especially those
professionally involved in operations managemenfperations involve everything an

organization does. In this sense, every manager aperations manager (Thomsons, 2010).

There are some key decision areas of operationageament that need to be considered when an
organization is developing an operations stratefjhough there are a number of classifications
in use, operations management scholars generaiie dg.g. Leongt al., 1990) that the major
strategic decision areas in operations can be coeniy divided into ten categories under two
broad headings: structure (the physical attribofesperations; the hardware) and infrastructure
(the people and systems of operations; the sofywditee structural decision areas comprise:
Facilities: the location, size and focus of openadi resources. These decisions are concerned
with where to locate production facilities, howdareach facility should be, what goods or
services should be produced at each location, wiakets each facility should serve, etc.
Capacity: the capacity of operations and theirightd respond to changes in customer demand.
These decisions are concerned with the use ofitfesjl for example through shift patterns,
working hours and staffing levels. Decisions abmagacity will affect the organization’s ability

to serve particular markets from a given location.
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Process technology: the technology of the equipraseadl in operations processes. For example,
the degree of automation used, the configuratioaquiipment, and so on. Supply network: the
extent to which operations are conducted in-housar® outsourced. Decisions about vertical
integration are also concerned with the choice wbpsers, their location, the extent of

dependence on particular suppliers, and how relstips with suppliers are managed.

Structural decisions often involve major capitatastment decisions, which once made will set
the direction of operations for many years to coifteey invariably impact the resources and
capabilities of an organization, determining itdgmbial future output. It may be prohibitively
expensive to change such decisions once implemesmedchence these must be considered to be
truly strategic decisions for the organizatiormity be much easier to change the organization’s
marketing strategy (e.g. its target markets, oprsmotional activities) than it is to change its

operations strategy with respect to the structealsion areas.

Infrastructure decision areas comprise: Plannirdy@ontrol: the systems used for planning and
controlling operations. Quality: quality managempalticies and practices. Work Organization:
organizational structures, responsibilities andoaotabilities in operations. Human Resources:
recruitment and selection, training and developmangnagement style. New Product
Development: the systems and procedures used &ageand design new products and services.
Performance Measurement: financial and non-finapggormance management and its linkage

to recognition and reward systems.

These issues are also important to an organizaitimo)ving the use made of the operating
hardware discussed above. It is possible to chasgects of operations infrastructure more
quickly and easily than is the case for operatsingcture. Nonetheless the difficulty of so doing
should not be underestimated; neither should thEaanof making inappropriate infrastructural

decisions.
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2.4 Operational Excellence

Operational excellence is a specific strategic agg to the production and delivery of products
and services. A company that allows this stratetigngts to lead it industry in price and
convenience by pursuing a focus on lean and effiicoperations. The focus is on delivering
products and services to customers at competitieegwith minimal inconvenience. Firms that
implement this strategy typically restructure thaé@livery processes to focus on efficiency and
reliability, and use state of the art informatigrstems that emphasize integration and low cost

transactions (Treacy and Wiersema, 1993)

Nokia Siemens (2007) developed five ways to achaperational excellence. One is to analyze
the current situation; assess the efficiency ofkagmocesses to identify areas for improvement.
Second is to optimize business processes; optiguiaid streamlining existing operations and
business processes is the key to reducing wastargrdving customer satisfaction. Third is to
modernize existing assets; using up to date equippndhe fourth one is expand fast and
flexibly; focus on emerging markets, and finally t§ maximize the growth opportunity;
application of technology and fresh business timgki

Porter (1996), state that the strategy of low coseans efficient operations. The ultimately

difference between companies in cost or price defrom hundreds of activities to create,

produce, sell and deliver their products. Usuabhy lcost operations are characterized by large
volume, automated production, high productivityntmouous improvements to the process,
concentration in a few main products, limited pradianges, sample design, waste reduction,
shorter supply chain, high product quality, and atlger means of reducing costs. Waters
(2008), argue that low costs are achieved by ehtmg all wastes, and this approach has
become increasingly known as lean operations. @ukiction and lean operations are not the
same, but they follow the same general reasonihg. &im of lean operations is to do every
operation using less of each resource — peopleesgtock, equipment, time, etc. It organizes
the efficient flow of materials to eliminate wastpgye the shortest lead-time, minimum stocks

and minimum total cost.
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2.5 P.E.S.T.E.L Analysis

The PEST analysis categorizes business environmiuences into four main types: Political,

Economical, Social and Technological. These factoes not independent of each other but

linked. (Johnson et al, 2005)
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Fig 2. P.E.S.T.E.L Frame work.
Source: Johnson, Scholes and Whittington (2005)
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction
This chapter presents the methodology that theareseadopted. It is subdivided into research
design, target population, sample size and sampliagedures, data collection and data analysis

tools.

3.2 Research design

The research adopted a survey design. A survewanasean be defined as systematic gathering
of information from several study units with therpose of understanding and /or predicting

some aspects of the behavior of the populatiomt#rést (Nachmias, 1996). A survey study

allowed general understanding of Operations stiesdg Kenya’s Real Estate sector as a whole.

3.3 Target population

The populations of the study comprised of reahtestirms who are members of Kenya Private
Development Association (KPDA). However, the pofpiala of interest to this study consisted
firms carrying out development and marketing ofpenties. The total number of registered and
licensed firms with KPDA is 71.

3.4 Sample

A sample of 35 firms was selected; this is becdbeee are a total of 71 firm registered with
KPDA. Non probability sampling was preferred to ettsampling methods. Non probability
sampling allowed deliberate selection of particularts of the population. This was because
some members of KPDA were not involved in developimee marketing of properties which

based the interest of the study.

3.5 Data collection
To achieve the research objective, both primarysaubndary data were used. Primary data was
collected through the use of questionnaire. Thestipienaire had three sections A, B and C.

section A contained information on the company ifgo$ection B contained respondents’
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information and section C covered the objectivehef research study. The questionnaire was
administered through drop and pick later methoce @bestionnaire had both open ended and
closed ended questions. Secondary data was obt#mnedgh previous researches, property

reports and government records

3.6 Data Analysis

The collected data was edited for accuracy, unifiysraonsistency and completeness. Coding of
the data was done to allow analysis. Quantitatata evas analyzed using statistical package for
social scientists version 20. Descriptive statssistich as frequencies, percentages and tables
were used to analyze the data. In addition stegilstmnethods such as means and standard
deviation were used in the analysis. Presentatidhneodata was in form of tables, pie charts, and

bar graphs. Qualitative data was presented infdrexplanatory notes.
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CHAPTER FOUR:

DATA ANALYSIS, RESULTS AND DISCUSSIONS

4.1 Introduction

This chapter covers data analysis, results andussans of the research. Data was collected
from real estate firms in Kenya. The sample of thsearch was 35 firms, to which the

guestionnaires were personally delivered, receiviegponse from 28 firms. The data was

analyzed using descriptive statistics tools. Thadyais and study findings were then summarized
into mean scores, standard deviations, percentaggdrequencies. These were subsequently

presented in tables, graphs and charts.

4.2 Firms Profile
The study captured demographic information suclraa of operation, year of establishment,

number of employees, ownership of the firm, positi the respondent, and length of service.

4.2.1 Area of operations
The study sought to establish the area of opemtwinthe firms; the areas of operations
considered were Kenya, East Africa, Africa and@hebal market.
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Chart 4.1 Area of operations
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Source: Research data (2013)

From the research findings, it was established #a9 % hactheir operations only in Keny
while 28.6% had their operations in East Africa.91% had their operations all over Afri
while the minority of 10.7% had operations all ovke world as shown in chart 4.2.1. T
implied that most real estate firms centrate their operations in Kenya. Very few go glo
This can be attributed to the Keny mortgage market which has more than tripled inghst
five years.Kenya’s mortgage market has grown from Kshs. 18hilin 2006 to just over Ksh
91 billion by May2012. This translates to an annual average groWwitB4®6, indicating ai
exponential increase in mortgage loans. Moreover Gbhvernment’s commitment to growth
real estate sector is in our blueprint for Visidi8@ and the Finance Bill, 2010 whihas led to
heavy investment by the government in expansiothefinfrastructure. All these factors he
contributed in encouraging local investors to iviesthe real estate sector. According to

central bank and World Bank report (2010), Kenyasitgage debt compared to its GDF
better than its East African neighbors, Tanzania%f) and Uganda (1.0%) at just under 2.
but is not as developed as its developing courggrpsuch as India (6%) and Colombia (7
However, the mortgage debt to GDatio is around 50% in Europe and over 70% in

indicating there is significant room to grow. Themgage market in Kenya the World Bank &

says it's the third most developed in -Saharan Africa after South Africa and Nami
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4.2.2 Year of Establishment of the firm

The respondents were requested to indicate thetlyeiarfirms were established.

Table 4.1 Year of Establishment of the firm

Year Established Frequency | Percentage
Below 10 11 39.3%
10-19 9 32.1%
20-29 5 17.9%
30 and above 3 10.7%
Total 28 100%

Source: Research data (2013)

From the research findings, it was established 388 % were established less than nine years
ago, 32.1% were established between ten to ninetears ago while 17.9% of them were
established between twenty to thirty years ageovas noted that only 10.7% were established
more than thirty years ago as shown in table 4his is a clear indication the industry is in a
steady growth as majority of the firms are new omldso this can be attributed to the fact that
small and medium firms are investing in the sectolike in the past where only large and
foreign firms were associated with the real estatkistry. According to the Kenya property
magazine (2011), the elections in 2002 broughtaamgé of government and a change in Kenya's
fortunes. Property investors examining the emergeal estate market in Kenya can now see
massive opportunity where once there was masskeand the profitability of investment made
into the Kenyan property market in the past fewyeésnow beginning to show.

4.2.3 Number of Employees
The study sought to establish the number of employeat each real estate firm had.
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Table 4.2 Number of employees

No. of Employees Frequency Percentage
1-9 7 25%

10-19 8 28.6%

20-29 6 21.4%

30-39 4 14.3%

40 and above 3 10.7%
Total 28 100%

Source: Research data (2013)

According to the research findings, 28.6% of thead lbetween ten and nineteen employees
followed by those with one to nine employees regméag 25%. Firms with employees between
twenty to twenty nine accounted for 21.4% while324.of them had between thirty to thirty nine
employees. It was noted that only 10.7% had mae forty employees as shown in table 4.2.3.
As observed earlier most firms are new in the sdotmce explaining the reason for the sector
not being a bigger employer. This can also bebaitieid to the fact that most of real estate firms
are new in the sector and also most sub contrawe s their major activities e.g. construction
and marketing to other institutions. With theatrens of county government most real estate
firms are expected to establish operations in rab#ftese counties to take advantage of the rise

in demand of houses and office blocks. This wilulein hiring of more employees.

4.2.4 Ownership of the firm
The ownership structures presented to respondecitsded; Kenyan, Foreign and both Kenyan
and Foreign owned.

Table 4.3 Ownership of the firm

Ownership Structure Frequency Percentage
Kenyan (local owned) 16 57.1%
Foreign owned 4 14.3%

Both Kenyan and Foreign owned 8 28.6%
Total 28 100%

Source: Research data (2013)
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According to the research findings, 57.1% of thren&é were fully owned by Kenyans while

28.6% were owned by both Kenyans and foreignersaiakk noted that only 14.3% were fully

owned by foreigners as presented in table 4.2.4 ddn be attributed to the liberazation of the
financial sector since 2002 which has contributedhe rise of more locals accessing funds to
invest in the sector. Also the higher returns assed with real estate has seen financial
institutions, Saccos and investment groups devptogucts aimed at wooing local investors to
invest in the sector. Another key mover of the @eds said to be remittances by Kenyan

diaspora.

4.2.5 Position of the respondent

The researcher wanted to establish the positiottseafespondents in the real estate firms.

Chart 4.2 Position of the respondent

position of the respondents
M Project/Operations
Manager 39.3%
B Directors 17.6%
14.30%
‘ Marketing manager
14.3%

Source: Research data (2013)

According to the research findings, 39.3% were gutg/operations managers, 28.6 % were
technical staff while 17.6 % were directors. It veasdent that only 14.3 % were from marketing
as shown in chart 4.2.5. Ruche (1999) states tpatations function of any business interact
closely with each of the key functions of the ongation. In concert, these functions and their
interactions determine the success or failure obrganization. This clearly indicates why most

real estate firms consider project/operations antrtical staff critical in their operations.

4.2.6 Length of service
The study sought to investigate how long the redpots had worked in the real estate industry.
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Table 4.4 Length of service

Length of Service Frequency percentage
0-9 15 53.6%
10-19 7 25%

20-29 4 14.3%

30 and above 2 7.1%

Total 28 100%

Source: Research data (2013)

From the research findings, it was established3Ba&% were between zero to nine years in the
industry, 25 % were between ten to nineteen yeaikew4.3% of them were between twenty to
twenty nine years. It was noted that only 7.1% ha# tespondents had over 30 years in the
industry as presented in table 4.2.6. This dematestrthat most employees have been in the real
estate industry for a short duration of less thamre ryears. This is mainly because most firms
were very young in the sector. Also the growth aigh returns associated with the sector have

also seen professional from other sectors joirrghkestate sector in the recent times.

From the above firms profile analysis it’'s eviddmt the real estate sector is destined for greater
growth. Concentration of most firms operations ienka indicates the optimism in the sector.
Knight Frank report notes that Kenya’s rapid ecoiodevelopment and a dynamic business
regime are some of the reasons being given fodtive in the sector. The study also indicates
that 39.3% of real estate firms were establishes fean ten years ago. This can be attributed to
higher returns associated with the sector. For @kamertain up market areas of the city have
seen property prices increase by up to fifty percerihe last two years alone. Also the study
reveals that the firms are not big recruiters s attributed to the fact that firms contract most
of their operations. However the construction seicconsidered as one biggest employer all
over the world. The study also noted that the seleick wealth in experience as 53.6% of

employees had less than nine years in the sector.
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4.3 Operations Strategies

The first objective of the study was to determine tperations strategies adoptecreal estate
firms in Kenya. The operations strategy under fangkided Quality, Cost, Time and Flexibili
and the findings are discussed be

4.3.1 Existence of written operations stratec

The study sought to determine whether the reakeesilans n Kenya had written operatio

strategy.

Chart 4.3 Existence of written operations strateg

Written Operations Strategy

Yes 82.3% No 10.7%
Source: Research data (2013)

From the research findings, it was established8Ba8 % had a written operation strategy w
10.7 % didn’'t have a written opdion strategy as shown in chart 4.3.1. This impliedt real
estate firms in Kenya have formal operations sfiate which are well documented. Th
findings seem to be in agreement with Barnes (200B) noted that the relationship betweer
organizaion’s strategy and its operations is a key deteamiirof its ability to achieve lo-term
success or even survival. Organizational successliglikely to result if sho-term operations
activities are consistent with long term stratagtentions antmake contribution to competitiy

advantage.



4.3.2 Development of operation strategy

The study sought to establish how real estate fidexeloped their operations strategy. The
respondents were presented with four perspectivesperations strategy development which
include top down, bottom up, market led and openatied.

Table 4.5 Development of operation strategy

Response Frequency | Percentage
To align with corporate strategy e.g. mission& ors{ top down) 15 53.65%
By copying good practices in other firms and froour firms own| 4 14.3%

experiences (bottom up)

To respond to market requirements ( market led) 6 1.4%
Based on the capabilities and the resources of fyons ( operations 3 10.7%
led)

Total 28 100%

Source: Research data (2013)

According to the research findings, 53.65% of tinen$ developed their operations strategy to
align with their corporate strategy, 21.4% devetbgeeir operations strategy in accordance with
market requirements while 14.3% copied other fiamd also from their own experience. It was
only 10.7% of them based their operations stratagyheir firm’s capabilities and resources as
shown in table 4.3.2. This can be deduced to mieaindperations strategy development in the
real estate industry takes a top-down approach.(20I05), provides an interactive framework

that's links together the corporate objectives; ahprovides the organizational direction,

marketing strategy; which defines how the orgairawill compete in its chosen markets, and

the operations strategy; which provides capaltititgompete in those markets.
Therefore, a top down approach enables formulatiodecisions which shapes the long-term

capabilities of the company’s operations and tbentribution to the overall strategy through the

on-going reconciliation of market requirements apdrations resources.
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4.3.3 Quality as an operations strategy

The researcher wanted to determine the qualitpfadhat real estate firms in Kenya consider in
their operations strategy. The quality factors tihare examined included high focus on
conformance to specifications, meeting internatiosiandards in real estate and excellent
customer service. The respondents were askedadhmtfactors on a 5-point likert scale where a
mean score closer to 5 meant that the strategyalmas/s used; a mean score ranging closer to 4
meant that the strategy was frequently used; meane £loser to 3 meant the operations strategy
was occasionally used while a mean score clos& neeant that the operations strategy was

rarely used and finally any mean score below 1 st operations strategy was never used.

Table 4.6 Quality as an operations strategy

N Mean| Std. D

|High focus on conformance to specifications| 28 | 4.54 | .693

|Meeting international standards in real estatq 28 | 4.18 | .612

|Exce||ent customer service 28 4.75 441

Source: Research data (2013)

From the research findings it was established é&xakllent customer service had the highest
mean score of 4.75 followed by high focus on camfamce to specifications with a mean of
4.54. It was noted that meeting international stadsl in real estate had the least mean of 4.18.
This clearly indicates that high focus on conforog®amo specification and excellent customer
service were always considered by real estate fikisile meeting international standards in
real estate was frequently used. This high mearesan quality factors can be attributed to the
increased regulatory measures taken by the governfriermation of construction authority of
Kenya) and other professional bodies in the s€csnirviouys, architects etc). The findings also

implied that the respondents were in general ageaeas the standard deviation was below 1.
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4.3.4 Cost as an operations strategy

The researcher wanted to determine the cost fathiatsreal estate firms in Kenya consider in
their operations strategy (1-Never, 5-Always). Thst factors that were examined included low
cost units than competitors, applying cost cuttimeasures and applying the economies of scale.

Table 4.7 Cost as an operations strategy

N [Mean |Std. D

|Low cost units than competitors 28 13.89 [0.833

Applying cost cutting measures(automation of sytem [28 [3.82 [1.156

IApplying the economies of scale (buying in bulk) 28 4.11 |.786

Source: Research data (2013)

From the research findings it was established apatying economies of scale had the highest
mean of 4.11 followed by low cost units than coritpet with a mean of 3.89. Applying cost

cutting measures had the least mean of 3.82. Fabie #.3.4, all the three factors had a mean
score in the range of 3.5 and 4.5 meaning they Wetgiently used by all the real estate firms
under study. Slack and Lewis (2002), noted thatoimpete on cost the operation function must
focus primarily on cutting costs in the system,hsae costs of labour, materials , and facilities.
However, the finding indicates that applying costtiog measures had a standard deviation
greater than 1 meaning there were variation amiomg f this could be explained by the fact that

some firms argued that some cost cutting measworaplcate quality standards of their projects.

4.3.5 Time as an operations strategy

The researcher wanted to determine the time fatiatsreal estate firms in Kenya consider in
their operations strategy (1-Never, 5-Always) Thmaet factors that were examined included
finishing projects on time, applying measure torsothe expected project time, and finishing

projects faster compared to competitors.
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Table 4.8 Time as an operations strategy

N | Mean| Std.D
[Finishing projects on time 28 | 4.39 .786
Applying measure to shorten the expected projec ti 28 | 3.82 .690
Finishing projects faster compared to competitors 28 | 4.43 742

Source: Research data (2013)

From the research findings it was established fiashing projects faster compared to
competitors had the highest mean of 4.43 followmgditishing projects on time with a mean of
4.39. Applying measures to shorten the expectegegirdime had the least mean of 3.82 as
shown in table 4.3.5 below. With a mean score raptpetween 3.5 and 4.5 this meant that all
the three factors were frequently considered indjperations of real estate firms. This indicates
time was an important factor for firms in gainingntpetitive advantage. This was in agreement
with Rondeau et al (2000) who noted that compaimea! industries are competing to deliver
high quality products and services in as shortnzetas possible. There was also a general
agreement among respondents as the finding shows&shdard deviation of below 1.

4.3.6 Flexibility as an operations strategy

The researcher wanted to determine the flexibidittors that real estate firms in Kenya consider
in their operations strategy (1-Never, 5-AlwaysheTflexibility factors that were examined

included responding quickly to environmental changeffering customized services and

offering broad range of services and products.

Table 4.9 Flexibility as an operations strategy

N Mean [Std. D
|Responding quickly to environmental changes 28 1.96 .637
|Offering customized services 28 [3.68 |.863
|Offering broad range of services and products 28 3.43 1.034

Source: Research data (2013)
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From the research findings it was established dffating customized services had the highest
mean of 3.68 followed by offering broad range afvems and products with a mean of 3.68.
Responding quickly to environmental changes hadehst mean of 1.96. The findings as shown
in table 4.3.6 indicates that the respondentsndidagree on all the factors as offering broad
range of services and products had a standardtoevigreater than 1. The results also indicates
that offering customized services were frequentigd) while offering broad range of services
and products were occasionally applied and respgnduickly to environment changes were
rarely applied by real estate firms. These reshliswv that flexible factors are cost intensive to

implement.

4.3.7 Operations Strategy Ratings
The researcher asked the respondents to rate igpsralimensions on a scale of 1-5 (1-Not

important, 5-Excellent).

Table 4.10 Operations Strategies

N | Mean | Std. D
IQuaIity 28 | 4.64 .621
Cost 28 | 3.07 | .940
Flexibility 28 | 3.18 | .983
Time 28 | 443 .790

Source: Research data (2013)

From the research findings it was established d@daption of quality had a mean score of 4.64
this meant that it is a strategy that was consttlevecellent to the organizations. Time had a
mean score of 4.43 indicating that time was highthportant operation strategy to the
organizations. Cost and flexibility were considevedy important strategies to the organizations
this is because they had mean scores of 3.07 a8dr&spectively as shown in table 4.3.7. The
ranking of quality as the top operations stratelgarty indicates how the sector considers and
adhere to quality standards. This can be attribtdegtle measures taken by the government and
the strict adhering to the code of ethics by défdrstakeholders in the sector. Time also ranked
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second indicating that it was very important sfygten the sector. Most players used the time
factor to reduce projects costs. The shorter tlgepr time the less the cost. Campaigns by the
government and non governmental organizationsl& .. Habitant for provision of affordable
homes seems to bearing fruits as more playersemtinng into low cost project hence using

cost as their main operation strategy.

The findings were not very different compared theotsectors Cheboi (2011), did a study on
Operations strategy adopted by the mobile telephsenyice providers in Kenya to gain
competitive advantage. The study had the followfingings; Safaricom the leading mobile
provider considered cost excellent, quality verpamant, flexibility as important and time as
somehow important. Airtel considered quality exeet] cost as very important, flexibility as
important and time as somehow important. In othectas like telephone and computer

manufacturing Flexibility is viewed as the most onjant operations strategy.

4.4 Environmental factors

The second objective of this study was to investighe environmental factors that influence
operations strategy of real estate firms in Keniae factors understudy included: Political,
Economical, Social and Technological factors. Téspondents were asked to rate the factors on
a 5-point likert scale where a mean closer to omglied that the environmental factor had no
extent in influencing the firm’s operations stratelyleans closer to 2 implied that the factor had
a less extent on the firms’ operations strategyamdecloser to 3 implied that the factor
influenced the operations strategy of a firm to @erate extent. Means closer to 4 implied that
the factor influenced the operations strategy od great extent. Means closer to 5 implied that

the factor had a very great extent to the operatstrategy adopted by the firm.

4.4.1 Political Factors
The researcher wanted to establish the extent tohwdolitical factors influence the operations

strategy adopted by real estate firms in Kenya ¢lektent at all, 5-very great extent).
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Table 4.11 Political factors

N | Mean| Std.D

IGovernment taxes and regulations |28| 3.25| .967

|Emp|oyment laws and regulations  |28| 2.57 | .634

|Environmenta| regulations 28| 2.75 | .844

Source: Research data (2013)

From the research findings, all the three politfeators had mean scores closer to 3. This meant
that they had a moderate extent in influencing ajp@ns strategies adopted by real estate firm.
New regulations such as Retirement Benefits Autiierdecision to allow pensioners to use up
to 60 per cent of their benefits as mortgage sgcand the adoption of the condominium law
that allows partial ownership of a property haveoenl investors in the Kenyan property market.
In Tanzania the real estate industry has for loegnbdormant and slow because of hostile
government policies and regulations such as thel lact, the Condominium and Mortgage
Financing Acts, The findings also indicate a gehagaeement among respondents regarding all
factors as indicated by a standard deviation affean 1.

4.4.2 Economical Factors
The researcher wanted to establish the extent ichvedtonomic factors influence the operations

strategy adopted by real estate firms in Kenya ¢lektent at all, 5- Very great extent).

Table 4.12 Economical factors

N [Mean| Std. D
|Economic growth rate 28 [ 3.36| 1.026
Interest rates and inflation 28 | 3.71| .854
Labour and material costs 28 | 3.04| .744

Source: Research data (2013)

35



From the research findings, it was established ltitatest rates and inflation had a mean score
of 3.71 meaning it had a great extent in influegdine operations strategies. This is because
interest rates and inflation largely determinesdbst of financing of housing projects in Kenya.
Economic growth rate and Labour and material céstd mean scores of 3.36 and 3.04
respectively. According to the Central bank and M/&ank report (2012), the major economic
market obstacles include; Access to Long Term Fubolw level of incomes/informality Credit
Risk (lack of credit histories, documented incomte,.) High interest Rates, Difficulties with
property registration/titing, Cost and time of éolosing on a property, Burden of regulation
(provisioning, capital requirements, liquidity rajeetc.), Lack of housing supply - new
construction, Lack of capacity/skills in bankingcte to develop products, carry out loan
underwriting, Lack of understanding of mortgage duct by consumer — lack of financial
literacy, AIDS/HIV as an inhibitor of long term ldimg. The findings indicate that economic
growth rate had a high response variation withaaddrd deviation greater than 1, while both
interest rates and inflation and labour and mdtesests indicates a minimal variation in

response as they reported a standard deviatiowldelo

4.4.3 Social Factors
The researcher wanted to establish the extent iohwdocial factors influence the operations

strategy adopted by real estate firms in Kenya ¢lektent at all, 5- Very great extent).

Table 4.13 Social Factors

N | Mean| Std. D

Population growth 28 293 | .766
Lifestyle changes 28| 2.96 | 1.071
Attitude to work and leisure 28| 2.65 | .844

Source: Research data (2013)

From the research findings, it was established #tlathe social factors; population growth,

lifestyle changes and attitude to work and leisuad a moderate extent mean scores of 2.93,
2.96 and 2.65 respectively. This clearly expldivesparadigm shift in real estate to projects that
takes into consideration of leisure and lifestydéwties e.g. golf courses, gym and sport clubs.
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Also population growth mostly through rural to unbaigration has contributed to the growth of
real estate sector in urban areas. Life style gbsumad a standard deviation of 1.071 indicating
a big variance in response. This can be explainethé fact that some developers are yet to

integrate lifestyle features in their real estatggrts mostly the middle lever developers.

4.4.4 Technological Factors
The researcher wanted to establish the extent tehwtechnological factors influence the
operations strategy adopted by real estate firmkanya (1-No extent at all, 5- Very great

extent).

Table 4.14 Technological factors

N | Mean| Std. D

|Government spending on research and development | 28 | 2.21 | .787

Availability of technological resources and capiilets 28| 3.43| .690

Government and industry support of technologictdres | 28 | 3.04 | .838
Source: Research data (2013)

From the research findings, it was established Iloéh availability of technological resources
and capabilities and government and industry suppfotechnological efforts had mean scores
closer to 3 indicating a moderate extent in inflting the operations strategy of real estate firms.
Government spending on research and developmenrd inagbn score closer to 2. According to
Construction Business review (2011), technology clsanging almost every aspect of
construction in an industry that has been builtuat brick and mortal. It highlights the
construction management software which has gré@hsformed how projects are implemented
enabling user to stay on time and within budgesiBess information modeling (BIM) enables
architect, structural engineer, contractor anddwaer to work collaboratively from the initial
stages of design, thereby reducing errors and mnpgoproductivity. All the technological
factors indicate a less than 1 standard deviatiorindication that all respondents were in

agreement.
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4.14 Environmental Factors Ratings

Table 4.15 Environmental factors Ratings

IMean
Political Factors 2.86
Economical Factors 3.37
Social Factors 2.44
Technological Factors 2.39

Source: Research data (2013)

Economical factors which include economic growttesainterest rates and inflation and labour
and material cost had a weighted mean score of iBdZating an overall moderate extent on
operations strategy on real estate firms. Polifigelors also had a moderate extent with a mean

score of 2.86. Social and technological factorsiadn scores of 2.44 and 2.39 respectively.

4.5 Is the government doing enough to support thesstor?
The respondents were asked to indicate their takgowernment support on the sector. Majority
75% were satisfied with government support in theta while only 15% indicated that the

government was not doing enough to support th@sect

Those that indicated that the government was demgugh attributed this to the expansion of
infrastructure which has opened major regions orgaipportunities to real estate firms. Growth
in the economy also attributed to the growth ofgletor. Also through the government blueprint
for Vision 2030 and Finance Bill, 2010 they outlimeeasures to spur growth in the property
market. Others also attributed the creation of Keognstruction authority as a good move by
the government to bring sanity back to the sector.

The South African government has developed houpoigy and implemented a number of
programs and subsidy mechanisms to provide acodsssing in South Africa, hereby fulfilling
its obligation to promote and ensure the rightdequate housing for all. One of the significant
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housing subsidy schemes that are being implemdmedovernment is the Peoples Housing

Process (PHP). These policy priorities are consistéth those of Habitat Agenda.

Those who had contrary opinion on government sugpdhe sector attributed this mostly to the
bureaucratic process at the land registry officbgclvhave seen investors and individuals lose
million of shillings through fraud. Lack of struced mechanism to control mortgage rate and
interest rate have also resulted to financial tmtstins raising the cost of finances at will, this

resulted to real estate firms unable to sell theuses to prospective buyers.

4.6 Discussions

The real estate sector in Kenya considers projeetations as a key department. 39.3% of the
respondents were projects/operations managers.efbiner for any real estate firm to be

successful, their strategies have to be alignedperations. Barnes (2008) noted that the
relationship between an organization’s strategy ésdperations is a key determinant of its
ability to achieve long-term success or even salviMoreover, the real estate firms in Kenya
were found to have a written operations stratedgsat&gy requires to be taken seriously as a
managerial tool not only for the firm but also #obroad spectrum of social organization (Ansoff
and McDonnel, 1990)

Real estate firms in Kenya frequently consideredligufactors in their operations strategy.
Companies that compete on quality must deliveramy high-performance design but goods
and services consistency as well. It was notedalabst factors were frequently considered for
real estate firms’ operations strategies. With ititense global competition, companies today
understand that the best way to boost the bottom i to cut costs through more efficient
operations management (Wee, 2009). Moreover, it exddent that all time factors were

frequently considered in real estate industry dpmra strategies.

Quality was the most common operations strategy ¢leugh all the others were viewed as
very important in an operations strategy. Slaclef2004) argues that there are four operations
performance objectives; which are also referrecc@spetitive priorities. Excellent customer

service from quality dimension had the highest a®eration of with a mean of 4.75 while quick

39



response to environmental changes from flexibiiimension was rarely considered with the

least mean of 1.96.

On environmental factors that influence operatistnategy, it was noted that all political factors
had a moderate influence. Economic factors eitred B moderate or great influence on
operations strategy. According to World Bank (20XBrtain up market areas of the city have
seen property prices increase by up to fifty percerthe last two years alone. Moreover, all
social factors had a moderate influence on opersitgirategy. It was noted that technological
factors either had a small or moderate influenceoperations strategy adopted by real estate
firms in Kenya. However some variations were eviderith interest rates and inflation
(economic factor) having the greatest influencénveitmean of 3.71 while government spending
on research and development (technological fatiav)ng the smallest influence of 2.21. In an
industry keen on reducing the cost of operatiorgsiarprove on efficiency the results indicates

that technological factors were not utilized asoiild be expected.

40



CHAPTER FIVE:

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.1 Summary

The study was on the operations strategy in Kensesis estate sector. Generally 82.3 % of the
real estate firms in Kenya were found to have wemitbperations strategies. This implied that
operations strategy is considered important in estate sector. Aosa (1998) reaffirmed that
strategy was useful in helping managers tacklgttential problems that face the companies. It
was noted that majority of employees working in thal estate sector were new in the sector
having worked less than nine years. It was fourad ¢mly 7.1% of the respondents had over 30
years experience in the real estate sector. Thegdogees were mostly found to be from
project/operations or technical areas. Only 14.3o®4he employees came from marketing.
Moreover, most real estate firms were locally owbgd<enyans which accounted for 57.1 %
and 42.9 % of the real estate firms in Kenya cotraéed their operations within Kenya.
According to Knight Frank & Quarter report (2012), Kenya has an emerging hgusiicro-
sector and NGOs catering for the lower end of theampid. Also buoyed by an expanding
middle class, improved infrastructure and an emadugroperty boom the sector is destined for

prosperity. This explains the research finding \gre are more new players in the sector.

The first objective of the study to investigate @®ns strategies adopted in the real estate
sector in Kenya was compounded by the fact that wiothe factors were frequently considered
in the operations strategy of real estate firmKemya. Excellent customer service from quality
dimension had the highest consideration of with @amof 4.75 while quick response to
environmental changes from flexibility dimensionsaarely considered with the least mean of
1.96. Moreover, all the operations strategy dimamsiwere very important with quality ranked

first with a mean of 4.64.

The second objective of the study of investigatihg influence of business environment on
operations strategies was backed by findings wheelealed that there that most environmental

factors had a moderate influence on the operatstregegy adopted by real estate firms in
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Kenya. However some variations were evident withrigst rates and inflation (economic factor)
having the greatest influence with a mean of 3. hllemgovernment spending on research and

development (technological factor) having the sastlinfluence of 2.21.

5.2 Conclusions

From the study findings can be concluded that ¢kilengh most of the factors were frequently
considered in the operations strategy of real edians in Kenya, some of the factors were
highly regarded. This was evident from the way oesfents replied to questions and the analysis
arising thereof. This study established that qudéttors were considered to be very important
in operations strategy in the real estate sectberdfore real estate sector players should pay
more attention to quality to ensure their operaisitrategies are successful. Companies that
complete based on quality have to address two ssghe product must be designed to meet
customer needs, and the process must produce ddegbrexactly as it is designed (Slack and
Lewis 2002). This is mainly because customers énrdal estate sector consider quadisytheir

top priority, and many customers say that they ltoskquality in the products they buy. These
results present good news to an industry previodatyng a lot of challenges in quality
assurance from collapsing building and construstiom road reserves and public utility spaces.

Moreover it can be concluded that most real egiketgers considered economic factors to have
the greatest influence. Waters (2008) argued tbnat dosts are achieved by eliminating all

wastes and this approach has become increasinglyrkias lean operations. With the intense
global competition, companies today understand ttiebest way to boost the bottom line is to
cut costs through more efficient operations managerf\Wee, 2009). This can be seen from the
research findings which showed that interest ratesinflation were the mostly considered cost

factors while adopting an operations strategy.

5.3 Policy Recommendations

The government should ease the procedures of lagdisition and registration because the
sector is growing. Njeri Cerere, CEO of the Kenyagerty Developers Association notes that
the story is different in Rwanda, as it is currgritie best emerging real estate market. The

Rwandan government has put in place measures te thakcountry conducive for investment.
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In 2009, four major commercial laws were passe@ddition to administrative changes that

make it easier to start a business, employ workegsster property, get credit and be protected
as an investor. Following these changes, the Imgldiesign approval process takes less than
three days. This contrasts sharply with Kenya wimgoperty developers have for many years

protested the unnecessary delays in the registratid approval processes.

The government should develop a framework for pmulbrivate partnerships between
government agencies and the private sector magdysing on affordable housing for the low
income market. This sector is shunned by developamly because of the low returns as
compared to the higher income markets. This carddree by offering incentives e.g. tax
exemptions on construction materials, tax exemptmm mortgage loans so as to lower the cost
of finance to developers in the low market secldre new constitution has created counties,
now the county government should develop housirigips in their respective counties to spur

the real estate sector in those regions.

The construction industry has been faulted for p@inrmajor exploiter of natural non-renewable

resources and polluter of the environment throwegtources depletion, energy consumption, air
pollution and generation of waste in the acquisitiof raw materials and construction site

process. This call on all policy makers in theteseto develop policies that safeguards our
environment and strict measures takes on thosefailito comply.

Financiers should also develop measures that edltee cost of housing reduce. According to
Hass consult quarterly report, Kenya had a totdl9177 mortgage accounts by December last
year. This clearly indicates that very few Kenyaas afford a mortgage. Both the government

and the private sector should develop mechanisnmspmve this statistics.

5.4 Limitations of the study
This study was successfully undertaken but notautra few limitations. One such limitation
was that some of the respondents declined to reéspmithe questionnaires. The time period

covered by the study and the resources availaliteetoesearcher were also limited.
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The finding of this study could only be limited foms located in Nairobi. The operations
strategy adopted by others firms within the countigy show different results and thus the study

may not confidently reflect the happenings in tbhardry in general.

5.5 Suggestions for further research

Arising from the study, the following directions rfduture research in Operations were
recommended: First, this study focused on the rgémeal estate sector in Kenya. Therefore,
generalisations could not adequately be extendetthaéospecific real estate categories which
comprised of commercial, residential, industriayieultural and special properties that have
their own unique development problems. Based os fact among others, it is therefore
recommended that a narrow based study coveringeeifgpreal estate category be done to
determine operations strategies adopted and theeimde of business environment on operations
strategies. Similar surveys to this can also bécapd in a few years to come to asses if the
operations strategies have changed as the re&d ssizor continues to develop in Kenya. More
researches should also be carried out on countig Isasce every county have their unique
characteristics. This may help in development aintgp housing policies in the provision of
affordable housing.

It is also recommended a further research on havadipns strategies influence the performance
of real estate companies. This will help by provgdicritical information to existing and new
investor in the sector on how expands their reghtesfirms. It will also provide critical

information from the buyer’s perspective.
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APPENDIX 1: QUESTIONNAIRE TO THE REAL ESTATE FIRMS

My name is Stephen G. Njoroge an MBA student atversity of Nairobi. Am undertaking a
research on Operation strategies in Kenya’'s Realt&Sector. The information provided will be
treated with utmost confidentiality and will not beed for other purpose other than academic

only. A copy of results will be shared with youmfi on request.

Section A. Company Profile
1. Name of your company:

2. Areas of operation: Kenya () East Afr{ga Africa () Global ()
3. Year Established:
4. NO. Of employees:
5. Company ownership:
a) Kenyan ()
b) foreign ()
C) Both foreign and Kenyan ()

6. Other (please specify) :

Section B. Respondent Profile
1. Your job title

2. Numbers of years in the real estate industry

Section C. Operations strategies
1. Does your firm have a written operation strategy?
Yes|[] No. []
2. If yes how is your operations strategy developed?
a) To align with corporate strategy e.g mission &wsitop down) ()

b) By copying good practices in other firms and froour/firms own experiences

(bottom up) ()
c) To respond to market requirements (market led) ()
d) Based on the capabilities and the resources offymus (operations led) ()
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3. On a scale of 1-5 please indicate the occurrentieedfollowing statements in your firm.

Where:1= Never,2= Rarely,3= Occasionally4= Frequentlyb5=Always

QUALITY

High focus on conformance to specifications

Meeting international standards in real estate

Excellent customer service

COST

Low cost units than competitors

Applying cost cutting measures ( automation of &ys)

Applying the economies of scale ( buying in bulk)
TIME

Finishing projects on time

Applying measures to shorten the expected prajoet

Finishing projects faster compared to competitors
FLEXIBILTY

Responding quickly to environmental changes

Offering customized services

offering broad range of services and products

4. Please indicate any other operations strategy addpt your firm that makes it

competitive

o o T p

5. If in above your firm applies more than one operadistrategy, how can you rate them?
Where: 1= Not important2= Important,3=Very important4= Highly important,

5= Excellent
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Operations Strategy 1 2 3| 4 5

Quiality
Cost

Flexibility

Time

6. On a scale of 1-5 please indicate in the tablevbéhe extent to which the listed
environmental factors influence the operationgatyaadopted by your firm.
Where: 1= no extent at alR= small extent3= moderate extend=great extent>= very

great extent.

POLITICAL FACTORS

Government taxes and Regulations

Employment laws and regulations

Environmental regulations

ECONOMICAL FACTORS

Economic growth rates

Interest rates and inflation

Labour and material costs

SOCIAL FACTORS

Population growth

Lifestyle changes

Altitude to work and leisure

TECHNOLOGICAL FACTORS

Government spending on research and development

Speed of technology transfer

Government and industry support of technologictdres
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7. Please indicate any other environmental factoritifatences the operations strategy

adopted by your firm?

6. Is the government doing enough to promote the drmithe real estate sector in Kenya?
Yes () \}
If yes, what are some of the measures taken bgdtiernment?
a.
b.
C.

If no, what measures would you recommend the gonem to take?
a.
b.
C.

Thank you for your cooperation
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